
IBISWorld.com 1-800-330-3772 info@IBISWorld.com

  INDUSTRY REPORT 48819CA

Aircraft Maintenance, Repair & Overhaul
in Canada

Clear skies: Low oil prices will likely support increased demand for air travel

Eddie Gonzales  |  October 2021



Aircraft Maintenance, Repair & Overhaul in Canada October 2021

2 IBISWorld.com

Contents
COVID-19 (Coronavirus) Impact Update.............................3

ABOUT THIS INDUSTRY.................................. 5

Industry Definition................................................................5
Major Players...................................................................... 5
Main Activities..................................................................... 5
Supply Chain....................................................................... 6

INDUSTRY AT A GLANCE................................ 7

Executive Summary............................................................ 9

INDUSTRY PERFORMANCE..........................10

Key External Drivers.........................................................10
Current Performance........................................................11

INDUSTRY OUTLOOK.................................... 14

Outlook.............................................................................. 14
Industry Life Cycle............................................................. 16

PRODUCTS & MARKETS............................... 17

Supply Chain..................................................................... 17
Products & Services.......................................................... 17
Demand Determinants...................................................... 18
Major Markets....................................................................19
Business Locations........................................................... 21

COMPETITIVE LANDSCAPE.......................... 23

Market Share Concentration............................................. 23
Key Success Factors........................................................23
Cost Structure Benchmarks............................................. 24
Basis of Competition......................................................... 27
Barriers to Entry............................................................... 27
Industry Globalization........................................................28

MAJOR COMPANIES...................................... 29

Major Players.................................................................... 29
Other Companies.............................................................. 30

OPERATING CONDITIONS............................ 32

Capital Intensity................................................................. 32
Technology & Systems......................................................33
Revenue Volatility..............................................................34
Regulation & Policy........................................................... 35
Industry Assistance........................................................... 35

KEY STATISTICS............................................ 37

Industry Data..................................................................... 37
Annual Change..................................................................37
Key Ratios......................................................................... 37

ADDITIONAL RESOURCES............................38

Additional Resources........................................................ 38
Industry Jargon..................................................................38
Glossary............................................................................ 38



Aircraft Maintenance, Repair & Overhaul in Canada October 2021

3 IBISWorld.com

COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Canadian Aircraft Maintenance, Repair and Overhaul industry fell more than 40.0% in 2020, with
an expected slow recovery in 2021 as the general airline industry continues to struggle. For more detail, please see
the Current Performance chapter.

· Industry profit is anticipated to reach a deficit in 2020 with a slow recovery in 2021 as operators continue to endure
the effects of the COVID-19 (coronavirus) pandemic. For more detail, please see the Demand Determinants chapter.

· Revenue volatility is expected to be high in response to the pandemic. For more detail, please see the Revenue
Volatility chapter.

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

ancillary support services for air transportation operations including inspections and testing, among other activities.
This does not include providing janitorial and cleaning services for airlines or providing food catering services for
airlines.

Major Players Pratt & Whitney Canada

Main Activities The primary activities of this industry are:

Maintenance, repair and overhaul (MRO) of aircraft, rotorcraft and individual parts

Ferrying services between departure gates and taxiways for aircraft and rotorcraft

Inspection and testing services for aircraft and rotorcraft

Aircraft upholstery repair

The major products and services in this industry are:

Airframe repair and maintenance

Modifications

Engine repair and maintenance

Components and parts

Scheduled maintenance
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Supply Chain

SIMILAR INDUSTRIES

Aircraft, Engine & Parts
Manufacturing in Canada

Space Vehicle & Missile
Manufacturing in Canada

Scheduled Air Transportation in
Canada

Machinery Maintenance & Heavy
Equipment Repair Services in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Aircraft Maintenance, Repair &
Overhaul in the US

Aircraft Manufacturing and Repair
Services in Australia

Aircraft Repair, Maintenance &
Overhaul in the UK
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Industry at a Glance
Key Statistics

$5.0bn
Revenue

Annual Growth

2016–2021

-9.9%

Annual Growth

2021–2026

3.2%

Annual Growth

2016–2026

 

$90.4m
Profit

Annual Growth

2016–2021

-37.9%

  Annual Growth

2016–2021

 

1.8%
Profit Margin

Annual Growth

2016–2021

-9.8pp

  Annual Growth

2016–2021

 

1,563
Businesses

Annual Growth

2016–2021

0.7%

Annual Growth

2021–2026

1.2%

Annual Growth

2016–2026

 

24,359
Employment

Annual Growth

2016–2021

-5.0%

Annual Growth

2021–2026

1.8%

Annual Growth

2016–2026

 

$1.6bn
Wages

Annual Growth

2016–2021

-5.8%

Annual Growth

2021–2026

2.1%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

8.1%
World price of crude oil

1.3%
Consumer spending

10.4%
Corporate profit

-36.3%
International trips by Canadian
residents

-35.1%
Inbound international travel

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Industry Globalization

Low / Increasing

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Technology Change
Medium   Barriers to Entry

Medium / Steady

  Competition
Medium / Steady

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Assistance

Low / Steady

  Regulation & Policy
Heavy / Steady

 

Key Trends

 More expensive airplane tickets may deter consumer
purchases, thereby stunting industry revenue

 Restrictions have halted the general airline industry,
affecting industry demand

 Industry expansion has facilitated an influx of new
participants

 A favourable global economic environment is expected to
bolster air traffic

 Rising demand requires more skilled workers, and therefore,
industry employment will likely increase

 Routine maintenance for aircraft and hovercraft is expected
to continue unabated

 Unforeseen delays for travelling pose a risk to the industry
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

   

WEAKNESSES

  Low Profit vs. Sector Average

  Low Revenue per Employee

  High Capital Requirements

  Low & Steady Level of Assistance

  High Volatility

   

OPPORTUNITIES

  High Performance Drivers

  World price of crude oil

   

THREATS

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  International trips by Canadian residents

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)
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Executive Summary Clear skies: Low oil prices will likely support increased demand for air
travel

The Aircraft Maintenance, Repair and Overhaul industry in Canada has been hindered by the COVID-19
(coronavirus) pandemic. Industry performance is directly tethered to air traffic patterns, which increases wear and
tear on existing aircraft. Since all aircraft require regular maintenance, an increase in the number of flight hours per
aircraft facilitates an increase in demand for maintenance, repair and overhaul (MRO) services. Prior to the
pandemic, a slowdown in investment in 2016 dampened growth for two years, as geopolitical tensions delayed
activity that would have otherwise driven higher growth. Furthermore, the coronavirus pandemic disrupted the airline
industry in 2020. As a result, IBISWorld projects industry revenue to decrease at an annualized rate of 9.9% to $5.0
billion over the five years to 2021, including an increase of 5.1% in 2021 alone.

Downstream demand is typically derived from consumer, business and defence markets, with federal defence
spending increasing. However, the industry was disrupted as the pandemic forced many countries to close their
borders. In addition, many countries have suspended nonessential domestic and international travel and have
limited the number of flights for an undetermined amount of time. Consequently, the industry declined dramatically in
2020 due to a halt in all modes of travel. Although the economy has begun to reopen in 2021, the general airline
industry is not expected to fully recover until later in the decade. In addition, with industry profit declining over the
past five years, unforeseen delays for travelling pose a risk to the industry.

Over the five years to 2026, the industry is expected to slowly recover. An increasingly interconnected world
catalyzes demand for air transportation in both consumer and business markets. Furthermore, with the world price of
crude oil expected to remain low, this may entice the surge of new travelers as ticket prices will likely be low,
increasing demand from the crucial consumer market. Moreover, rising travelers are expected to bolster air traffic to
key locations, which can instigate demand for MRO services at these air transportation hubs. Consequently,
IBISWorld projects industry revenue to increase at an annualized rate of 3.2% to $5.9 billion over the five years to
2026.
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Industry Performance

Key External
Drivers

Inbound international travel

Inbound international travel is a proxy for air traffic in Canada, although this represents those that are coming into
the country. While industry operators typically service domestic aircraft, international airlines may not have their own
maintenance and repair facilities domestically, making them rely on industry operators for their servicing needs. An
increase in travel tends to increase demand for industry services. In 2021, inbound international travel is expected to
increase.

 

International trips by Canadian residents

International trips by Canadian residents is a proxy for the amount of air traffic in any given year. Increasing levels of
air traffic produce more wear and tear on aircraft, which accordingly require maintenance and repair, boosting
industry revenue. In 2021, international trips by Canadian residents is expected to increase, representing a potential
opportunity for the industry.

 

Consumer spending

Consumer spending measures the aggregate of consumer expenditures in any given year. While there are many
products and services that this spending encompasses, typically a rise in consumer spending can translate into a
rise in demand for plane tickets and international travel. As a result, growing consumer spending often coincides
with industry revenue growth. In 2021, consumer spending is projected to increase.

 

Corporate profit

Corporate profit measures the total operating earnings for the corporate sector at large in any given year. Since
domestic aircraft are predominantly either for commercial or corporate use, corporate profit levels can serve as a
proxy for demand in the business jet product segment. Accordingly, as profit rises, businesses are more likely to
invest in corporate planes that require maintenance and repair, boosting industry revenue. In 2021, corporate profit
is expected to increase.

 

World price of crude oil

The world price of crude oil measures the average price of oil every year. Typically, when the price of crude oil goes
up, purchasing costs for major airlines increase as well since fuel is one of their most substantial expenditures. This,
in turn, translates into price increases for airline tickets, which can dampen ticket sales, resulting in less demand for
industry services. In 2021, the world price of crude oil is expected to increase, posing a potential threat to the
industry.
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Current
Performance

The Aircraft Maintenance, Repair and Overhaul industry in Canada has
been hindered by the COVID-19 (coronavirus) pandemic.

Industry operators provide support services to air transportation operators, primarily in the form of scheduled line
maintenance, ad hoc repairs, comprehensive overhauls, ferrying services, retrofitting services and upholstery repair.
Accordingly, industry demand is tethered to the number of flight hours per aircraft in commercial, defence and
business fleets, which determines the extent of maintenance, repair and overhaul (MRO) activity in downstream
markets. Therefore, air traffic patterns are of the utmost importance to industry operators, which rely on flight hours
along with wear and tear on aircraft to boost demand.

The industry has experienced a high level of revenue volatility over the five years to 2021 due to a brief recession in
2015 that bled into the following year, creating a recession between 2016 and 2017. Since industry performance is
tethered to air traffic patterns, demand determinants for air travel are pertinent to industry operators. Consumer
spending, levels of disposable income and consumer confidence all play a role in increasing air travel, which, in turn,
boosts revenue. This has fomented demand for travel and investment into aircraft manufacturing to the benefit of the
industry. However, the coronavirus pandemic has disrupted the airline industry, resulting in plummeting consumer
confidence in 2020. Despite the economy recovering in 2021, IBISWorld projects industry revenue to decrease at an
annualized rate of 9.9% to $5.0 billion over the five years to 2021, including an increase of 5.1% in 2021 alone.

SUPPLY CHAIN TURBULENCE

The 2015 recession precipitated by the collapse of many commodity
prices catalyzed volatility in the upstream Aircraft, Engine and Parts
Manufacturing industry in Canada (IBISWorld report 33641aCA) and in
downstream demand.

Moreover, the prices of several commodities play a crucial role in determining demand and pricing models for
industry services. Chiefly, the prices of crude oil, steel and aluminum all affect downstream demand and upstream
manufacturing prices. When the price of crude oil rises, the cost of aircraft operation increases. As a result, airlines
may strive to reduce the number of flights to certain destinations or transition to smaller aircraft that require less
MRO services in comparison. Plus, another crucial consequence of rising crude oil prices is the associated rise in
the price of airplane tickets. More expensive airplane tickets may deter consumer purchases, thereby stunting
industry revenue in the process by reducing the flight hours of aircraft in use.

In the upstream manufacturing sector, other commodity prices can dictate demand for its products and industry
services. For example, the prices of steel and aluminum are crucial determinants of the price of a completed aircraft
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and components since they are the primary purchases of upstream manufacturers. Most manufacturers have been
transitioning from steel to aluminum since it is lighter and still relatively durable in comparison with steel. This price
increase consequently hikes up the price of completed aircraft, rotorcraft and related components, pressuring
consumer demand in the short term. While these two effects can result in an equalization of price dynamics, there
are other trends that point toward manufacturers' continued transition to aluminum.

AIRLINE DISRUPTION

The World Health Organization defined the novel coronavirus as a global
pandemic in early March 2020.

The virus and subsequent pandemic is expected to have an immense influence on all travel-related industries since
many countries suspended nonessential domestic and international travel, and have limited the number of flights for
an undetermined amount of time. In addition, many countries have limited or closed their borders to those who are
not citizens or permanent residents to control the outbreak. Although typical when crude oil prices decline, the
number of flights is expected to increase, though restrictions have halted the general airline industry, affecting
industry demand. Consequently, industry revenue declined in 2020 as operators were not prepared for a situation
where governments are closing borders and banning nonessential travelling. Although the economy is beginning to
recover in 2021, vaccine mandates and stricter travelling guidelines limit airlines to operate, hindering demand for
industry services.

INDUSTRY STRUCTURE

The coronavirus pandemic hindered the overall industry in 2020, with
recovery being offset by unforeseen developments of new outbreaks and
stricter traveler guidelines.

Moreover, while the industry is considered mature, it is localized enough that it has not been susceptible to
widespread consolidation activity. This consolidation is more prevalent in the upstream manufacturing sector. As the
manufacturing sector is expected to be disrupted, demand for MRO services has been postponed since many of the
aircraft produced that have MRO service contracts have not been used during the pandemic. Consequently, industry
employment is expected to drop at an annualized rate of 5.0% to 24,359 workers over the five years to 2021.
Simultaneously, industry revenue is expected to fall at a faster rate than wages, pressuring industry profit. As a
result, industry profit, measured as earnings before interest and taxes, is anticipated to account for 1.8% of industry
revenue in 2021, falling over the past five years and experiencing its first deficit in more than a decade in 2020
alone.

Furthermore, the localized nature of MRO operations discourages economies of scale, which pressures profit, but
encourage competition. The primary form of competition is thus sourced from upstream manufacturers that offer
service contracts. These manufacturers typically achieve economies of scale that enable them to accept smaller
profit levels for MRO services compared with industry operators. As a result, industry expansion has facilitated an
influx of new participants. The number of industry enterprises is forecast to rise an annualized 0.7% to 1,563
companies over the five years to 2021.
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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)

International
trips by

Canadian
residents

(Million people)
2012 7,956 3,166 1,265 1,192 28,541 N/A N/A 1,949 N/A 65.2
2013 7,862 2,784 1,403 1,325 28,695 N/A N/A 2,016 N/A 65.8
2014 8,129 3,260 1,526 1,446 30,243 N/A N/A 2,070 N/A 63.7
2015 8,488 3,472 1,521 1,444 31,314 N/A N/A 2,248 N/A 56.0
2016 8,465 3,569 1,596 1,512 31,457 N/A N/A 2,216 N/A 53.0
2017 8,396 3,459 1,667 1,576 31,998 N/A N/A 2,267 N/A 54.6
2018 8,446 3,382 1,895 1,787 32,756 N/A N/A 2,301 N/A 56.3
2019 8,547 3,059 1,913 1,803 33,238 N/A N/A 2,334 N/A 56.2
2020 4,779 1,353 1,669 1,572 23,743 N/A N/A 1,595 N/A 14.6
2021 5,024 1,929 1,661 1,563 24,359 N/A N/A 1,644 N/A 22.3
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Industry Outlook
Outlook The Aircraft Maintenance, Repair and Overhaul industry in Canada is

forecast to experience a slow recovery from the COVID-19 (coronavirus)
pandemic over the five years to 2026.

An increasingly interconnected world catalyzes demand for air transportation in both consumer and business
markets. The myriad of international airports based in Canada, predominantly the Toronto Pearson International
Airport, Vancouver International Airport and Montreal-Pierre Elliott Trudeau International Airport, are expected to
continue playing a dominant role in the global air traffic network. Therefore, rising tourist arrivals globally are
expected to bolster air traffic to these key locations, which can instigate demand for maintenance, repair and
overhaul (MRO) services at these air transportation hubs. Consequently, IBISWorld projects industry revenue to
increase at an annualized rate of 3.2% to $5.9 billion over the five years to 2026.

DEMAND DETERMINANTS

A favourable global economic environment is expected to bolster air
traffic, which, in turn, is a salient indicator of industry demand.

Air traffic is determined by broader macroeconomic factors including consumer spending and corporate profit.
Consumer spending is expected to rise over the next five years, which will likely bolster air travel among consumers.
Meanwhile, corporate profit levels are extremely important since MRO operators often repair and maintain corporate
aircraft. Corporate profit is expected to increase over the next five years, a proxy for demand in the business jet
product segment. Increased air traffic, which raises the number of flight hours per aircraft, is a boon for industry
operators that rely on aircraft wear and tear to facilitate MRO services.

AIR TRAFFIC

Global commodity prices are expected to influence both downstream
demand and upstream supplier operations in the Aircraft, Engine and
Parts Manufacturing industry in Canada (IBISWorld report 33641aCA).

Downstream demand is influenced by air traffic, which is in turn affected by consumer ticket prices. Ticket prices are
often reflective of aircraft production prices and aircraft operation expenses. Since aircraft are increasingly being
made with aluminum as opposed to steel because it is more lightweight, an increased price of aluminum may result
in price hikes for aircraft, which can translate into higher operational costs and accordingly, ticket prices for
consumers. Higher ticket prices may stymie consumer demand for international and domestic travel on major
airlines. Plus, with the price of crude oil declining in 2020 due to the effects of the pandemic, it is still relatively low
compared with its 2012 level. As a result, this is expected to contribute to the overall airline industry recovering
during the outlook period.

In particular, the development of a more comprehensive range of business aircraft is expected to lift revenue over
the five years to 2026. Upstream manufacturing leaders such as Safran SA and Raytheon Technologies Corporation
have been gradually expanding their business segments and increasing investment into areas of research, which is
expected to continue aiding revenue growth. Introducing new and diverse options for business clients is expected to
boost revenue because many of these aircraft are marketed with MRO services attached to them by contract.
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Accordingly, this opportunity, among other positive factors, is expected to encourage companies to enter the
industry. The number of industry enterprises is expected to rise at an annualized rate of 1.2% to 1,659 companies
over the five years to 2026. Consequently, rising demand requires more skilled workers, and therefore, industry
employment will likely increase an annualized 1.8% to 26,602 people during the same period as demand grows.
Meanwhile, wages are expected to grow at a similar rate moving forward.

SCHEDULED MAINTENANCE

Industry performance is propelled by demand from scheduled line
maintenance.

Accordingly, routine maintenance for aircraft and hovercraft is expected to continue unabated over the next five
years as existing planes get retrofitted and upgraded and new planes become susceptible to normal wear and tear.
Rising demand for upstream manufacturers has stolen profit from industry operators by offering long-term service
contracts at lower prices. Upstream manufacturers benefit from vertically integrated business models and
economies of scale that enable them to compete more effectively based on price. This pricing pressure has mired
the industry historically and is expected to continue limiting profit over the five years to 2026. Overall, IBISWorld
expects industry profit to expand marginally during the outlook period. However, due to the unknown timeline of the
pandemic, many smaller industry operators are expected to endure a lasting negative influence over the next five
years.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

International
trips by

Canadian
residents

 (Million
people)

2021 5,024 1,929 1,661 1,563 24,359 N/A N/A 1,644 N/A 22.3
2022 5,527 2,086 1,700 1,598 25,825 N/A N/A 1,756 N/A 46.6
2023 5,668 2,132 1,733 1,629 26,217 N/A N/A 1,787 N/A 56.1
2024 5,743 2,157 1,758 1,652 26,402 N/A N/A 1,801 N/A 58.9
2025 5,814 2,166 1,776 1,669 26,548 N/A N/A 1,814 N/A 60.3
2026 5,888 2,182 1,766 1,659 26,602 N/A N/A 1,821 N/A 61.5
2027 5,964 2,196 1,752 1,645 26,636 N/A N/A 1,828 N/A 62.6
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry is well-established

Service offerings have been relatively static

The industry experiences a slow rate of technological change

The Aircraft Maintenance, Repair and Overhaul industry in Canada is in the mature phase of its life cycle,
characterized by static service offerings and a slow rate of technological change. Industry value added (IVA), which
measures an industry's contribution to the overall economy, is expected to fall at an annualized rate of 4.8% over the
10 years to 2026. Canadian GDP is forecast to grow at an annualized rate of 1.9% during the same period.
Typically, GDP growth that outpaces IVA growth is indicative of an industry in decline. However, this industry
exhibits several key indicators that place it in the mature phase of its life cycle. Furthermore, the industry has been
hindered due to the COVID-19 (coronavirus) pandemic, an unexpected disruptor to the airline industry in 2020.

The industry is well-established and demand for maintenance, repair and overhaul (MRO) services is directly
contingent upon air traffic in and out of Canada, which is, in turn, reliant on consumer and business trends including
corporate profit, levels of disposable income and consumer spending. If air traffic increases, it places more strain on
aircraft, which requires regular maintenance after a certain number of flight hours. As a result, air traffic, which is
gradually increasing worldwide and domestically, is a salient indicator of the industry's health. Moreover, demand
and the coronavirus pandemic have also influenced commodity prices, which affect the price of aircraft alongside
their engines and components, and ticket prices for air travel. This connection between broader macroeconomic
factors globally and domestically is evident of an industry in maturity. However, the pandemic is a disruptor to the
industry, halting all airlines and causing a pause in the industry, despite the world price of crude oil declining in 2019
and 2020, which is a typical indicator of ticket prices being low and inviting more consumers to travel. Consequently,
IVA growth was hindered due to the pandemic, as it was an unforeseen risk factor to the industry.

Moreover, technological developments in machinery and MRO equipment have been directly correlated with
upstream advances in the Aircraft, Engine and Parts Manufacturing industry in Canada (IBISWorld report
33641aCA). Since industry operators maintain and repair aircraft developed by these upstream manufacturers,
MRO services and machinery must advance according to these upstream product developments. Therefore, most
technological change is external to the industry, which lends further evidence to the industry's maturity. The bulk of
technological change that is relevant to the industry is minimal, with an emphasis on efficiency, accuracy and
reliability, further pointing to the industry's maturity since none of these developments would fundamentally alter
industry operations in the foreseeable future.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Scheduled Air Transportation in Canada

Charter Flights in Canada

Freight Packing & Logistics Services in Canada

2nd Tier

Consumers in Canada

Retail Trade In Canada

Manufacturing In Canada

Wholesale Trade In Canada

Key Selling Industries
1st Tier

Engine & Turbine Manufacturing in Canada

Aircraft, Engine & Parts Manufacturing in Canada

Electronic Part & Equipment Wholesaling in Canada

Lubricant Oil Manufacturing in Canada

2nd Tier

Petroleum Refining in Canada

Wiring Device Manufacturing in Canada

Products & Services

  Operators in the Canadian Aircraft Maintenance, Repair and Overhaul
industry can diversify their maintenance, repair and overhaul (MRO)
services or specialize in one or more aspects of industry operations.

Diversified service companies are typically fixed-base operators (FBOs) that are located in major international
airports. These operators need to provide MRO services to rectify any issue with a given aircraft before the next
flight. Therefore, they must be prepared for anything, thereby restricting their ability to specialize. Other operators
can be FBOs, but generally garner less work if they specialize. However, these specialized companies often achieve
higher profit through niche labour. Due to the COVID-19 (coronavirus) pandemic, the industry experienced a sharp
decline in demand in 2020.

ENGINE REPAIR AND MAINTENANCE

Engines are one of the most important components of an aircraft.

Additionally, engines are often one of the most expensive parts of an aircraft or rotorcraft. As a result, engine repair
and maintenance accounts for an estimated 44.6% of industry revenue in 2021. Amid growing environmental
standards and regulations worldwide and domestically, engine retrofitting and upgrades are becoming more
frequent. Plus, regular maintenance and inspection of aircraft engines are a necessary aspect of maintaining
airworthiness for a vehicle, with tests before every flight. As a result, demand for engine repair and maintenance
services has grown over the five years to 2021, and is expected to keep growing as the average age of commercial,
private and defence fleets rise and engine technology continues to develop. IBISWorld expects this segment to
recover the fastest in 2021 as the economy begins to recover and more countries reopen their borders.

COMPONENTS AND PARTS

Components and parts for aircraft comprise an estimated 20.6% of
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industry revenue in 2021.

Any replacement parts for any part of an aircraft other than the airframe is included in this segment. These include
avionics, electrification systems, navigational instruments, upholstery, engine parts, fuselage, hydraulic systems, lift
control devices, stabilizers, elevators, landing gear, nose gear, propeller components, empennage, turbine parts and
communications equipment, among others. These components are crucial to flight, and as a result, demand from
this segment grows in line with industry revenue. Accidents and inclement weather increase demand for
replacement parts as well. As a result, IBISWorld expects the segment's share of revenue to have declined over the
past five years.

SCHEDULED MAINTENANCE

Scheduled maintenance, also known as line maintenance, is expected to
make up 15.6% of industry revenue in 2021.

This segment's demand is relatively stable, with maintenance requirements dictated by Canadian Air Regulations
and international standards for international aircraft. Line maintenance is broken down into A, B, C and D checks. A
checks are regular maintenance services performed after a certain number of flight hours, which is contingent upon
the type of aircraft. B checks are performed about every four to six months and are typically more diagnostic in
nature more than repair based. C checks are more comprehensive, performed every two years, which often includes
replacement parts and engine cleaning services with a partial disassembly. D checks are performed every five to 10
years on average and these are the most comprehensive. D checks include disassembling most of the aircraft for
inspection and overhaul, including paint and skins. These typically take up to two months to complete. During the
time it takes to complete these checks, an aircraft cannot leave the hangar or maintenance base. IBISWorld expects
this segment's share of revenue to have declined over the past five years, as the pandemic hindered overall travel
and scheduled maintenance have been delayed.

AIRFRAME REPAIR AND MAINTENANCE

The airframe, or more broadly, aerostructure, is the exterior or skeleton of
an aircraft.

The repair and maintenance of these frames is expected to account for 12.6% of industry revenue in 2021. Airframe
maintenance is not as common as line or engine maintenance and is typically a result of inclement weather,
accidents or paint issues. For example, when an airline rebrands, it may change the colour and design of its aircraft
exterior, and this service is included in this segment. Airframes are typically made of aluminum and steel, among
other metals, due to steel's durability and aluminum's relative weight to durability. Tip-to-tail services are typically
comprehensive, although airlines can seek work for particular parts of an aircraft instead of the full frame. Over the
five years to 2021, demand for airframe MRO has decreased due to the pandemic.

MODIFICATIONS

Other modifications can include upholstery repair, entertainment
upgrades, interior design and telecommunications capabilities, among
others.

Modifications are typically considered overhaul services, which require completely revamping a particular element of
an aircraft, starting with disassembly. Comprising 6.6% of revenue in 2021, these overhaul services are general,
external to engines or airframes. Overhaul services are much more expensive compared with retrofitting or
upgrading existing devices and components, but sometimes it may be a more cost-effective option for a client.
Demand for this segment fluctuates depending on downstream airline investment in new aircraft, and environmental
and safety legislation. As a result, IBISWorld projects this segment's share of revenue to fall over the past five years.

Demand
Determinants

Demand for the Canadian Aircraft Maintenance, Repair and Overhaul
industry is almost entirely dependent on air traffic and the number of air
accidents.

Since airlines are the largest market for industry operators, changes in these businesses' operations, such as
investments in new planes, restructuring, downsizing and bankruptcy, inevitably influence demand for industry
services. Fleet changes typically manifest in the purchase of new aircraft. This is both a blessing and a curse for
maintenance, repair and overhaul (MRO) operators because new planes do not need immediate maintenance or
repair. Conversely, the planes that they are replacing are typically sold to outside entities and will likely need
retrofitting or redesign to fit the buyer's specifications. Plus, even an idle craft must be maintained, refuelled and
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lubricated frequently, producing stable demand even when air traffic is slim. Consequently, the COVID-19
(coronavirus) pandemic hindered overall operations due to many countries suspending nonessential domestic and
international travel to control the outbreak. As a result, industry revenue plummeted in 2020.

The average age of an airline's fleet typically dictates spending on MRO and new vehicles. When the average age
rises, companies respond by increasing their spending on MRO for retrofitting engines and avionics to maintain
contemporary environmental and safety standards. Similarly, as the number of flight hours for a particular aircraft
rises, its scheduled line maintenance becomes more frequent, with A, B, C and D checks at differing intervals to
ensure that the vehicle is maintaining its airworthiness. Therefore, demand for line maintenance is relatively steady,
but is still contingent upon air traffic, which can boost demand for these services.

Demand for other aspects of industry operations is catalyzed by different factors. Complete overhauls are often due
to accidents or comprehensive retrofitting initiatives when an aircraft's engine or airframe is still structurally sound,
but other components need updating. Upholstery repair is often contingent upon rebranding initiatives by major
airliners, which require renovated seating and colour schemes for aircraft interiors. Airframe repair is often a result of
turbulence or inclement weather conditions which wear on an aircraft's exterior. Navigational instruments need to be
frequently calibrated and can be thrown off by weather conditions or malfunctioning avionics. Communications
equipment is constantly changing, so upgrades in radar and telecommunications are relatively frequent, but
ultimately instigated by new developments such as the upcoming incorporation of fifth-generation, also known as
5G, wireless networks.

Other factors that facilitate demand for industry services include government regulations for safety and the
environment. When a new policy or legislation is introduced, existing aircraft must be updated to meet compliance
standards. International, federal and provincial bodies often give a time frame in which an aircraft must meet these
standards, providing an urgency for upgrading, thereby stoking demand for industry services. Similarly, if new line
maintenance requirements are introduced, then the frequency of these services may be altered, boosting or
diminishing demand.

Demand is also dictated by upstream manufacturers. Many operators in the upstream Aircraft, Engine and Parts
Manufacturing industry in Canada (IBISWorld report 33641aCA) secure long-term MRO contracts with their clients,
thereby cutting into potential revenue streams for MRO operators in this industry. However, not all manufacturers
can garner these contracts and many clients choose to outsource their MRO operations without a fixed rate.
Moreover, over the past decade, airlines have implemented a litany of cost-cutting measures to protect profit amid
volatile commodity prices. This trend has, in turn, boosted demand for industry operators since air carriers have
outsourced their MRO services on an ad hoc basis rather than contractual agreements, which can be less expensive
in comparison, particularly for aircraft that are used more sporadically. Plus, airlines that do not adhere to a service
contract can get their aircraft serviced anywhere, without limitations on where a manufacturer's MRO operations are
located.

Major Markets

  The Aircraft Maintenance, Repair and Overhaul industry in Canada
experienced a strong decline in demand in 2020 due to the COVID-19
(coronavirus) pandemic.

  This is due to the airline industry being disrupted and many countries limiting or closing their borders to those who
are not citizens or permanent residents to control the outbreak. Consequently, all markets are expected to contribute
to the overall decline of industry revenue in 2020.

PASSENGER AIR CARRIERS
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Most industry revenue is derived from airlines that carry passengers.

Combined, these passenger air carriers represent 68.2% of industry revenue in 2021, with commercial and
international carriers accounting for 41.5% of revenue and regional and local carriers accounting for the remaining
26.7% of revenue. Among the commercial airlines, Air Canada is the largest domestic air carrier, although this
market also includes international carriers such as Delta Air Lines Inc., American Airlines Group Inc. and China
Southern Airlines Company Limited, among others. The regional market is dominated by domestic carriers,
particularly Air Creebec Inc., Air Georgian Limited and Air Inuit, among others.

Essentially, these two markets are driven by similar macroeconomic factors, primarily consumer spending,
disposable income levels and the price of crude oil, which indirectly determines the price of tickets. Moreover, global
economic trends that influence tourist arrivals and inbound international air traffic catalyze or diminish demand from
commercial airlines. Regional airlines typically have less elastic demand, with relatively few avenues of
transportation in some disparate regions of Canada. This is especially true for First Nations land and the Northern
Territories, which may not have sufficient ground infrastructure to travel frequently. Over the five years to 2021,
commercial and regional airline traffic has declined due to the pandemic causing capacity cuts. Although the
economy is beginning to reopen, vaccine mandates and strict travelling requirements limit the overall recovery of the
travel industry, affecting industry performance.

PRIVATE AND GOVERNMENT USE

High net-worth individuals, corporations and civil government bodies may
have their own aircraft and rotorcraft for private transportation.

Combined, these two markets are expected to account for 11.5% of industry revenue in 2021. Over the five years to
2021, worries over corporate excess and government expenditures have pressured demand from this market. Still,
upstream manufacturers such as Bombardier Inc. have been developing business and private aircraft, making them
more affordable with a wider range of options to increase sales. IBISWorld expects this market to have increased
due to passenger air carriers dropping as a share of revenue in 2021 as a result of the pandemic. Typically,
government maintenance, repair and overhaul (MRO) expenditure remains relatively stable unless there are major
investments in retrofitting existing planes or buying new ones, which can aid or hurt industry revenue, respectively.

DEFENCE

Outside of civil government, federal and provincial bodies' defence
spending on MRO activities is expected to generate 18.5% of industry
revenue in 2021.

Defence spending has been increasing over the past five years and has subsequently increased the share of
revenue derived from this market. The Royal Canadian Air Force has been expanding the number of active aircraft
in place, which has helped boost demand from this segment. Most recently, in 2018, the federal government
announced that it will replace its fleet of CF-18 Hornets. The existing planes will likely be sold to other entities, which
can boost industry revenue, while servicing these new planes will likely help to bolster revenue moving forward.
Furthermore, companies such as Pratt & Whitney Canada Corp. have experienced a growth in the military market
during the pandemic to offset overall revenue declines.

SPACE

The space market is still small, with manufacturers mainly taking on
maintenance and repair services for spacecraft.

Still, some spacecrafts are serviced by industry operators, garnering 1.8% of industry revenue in 2021. This market
has remained relatively stable as a share of revenue over the past five years and typically follows alongside
government and private investment in space travel and satellite telecommunications. Still, commercial space travel
has not been fully developed, which will likely limit this market's influence in the industry over the coming years.
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Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Aircraft Maintenance, Repair and Overhaul industry in Canada does not participate in international trade. While
international trade flows are crucial to upstream manufacturers in the Canadian Aircraft, Engine and Parts
Manufacturing industry (IBISWorld report 33641aCA), this industry provides a service, and therefore, trade is not
recorded at this level. Industry operators are reliant on trade in that they service cargo aircraft, but trade is only
recorded at the upstream manufacturing level. Some equipment and fuels used by industry operators may be
imported, but even service contracts across the border are not considered trade since the industry provides a
service rather than a tangible product. In general, most maintenance, repair and overhaul service centres are
focused on local contracts, with fixed-based operators dominating most airports globally. However, the COVID-19
(coronavirus) pandemic disrupted the industry's supply chain in 2020.

Business
Locations

  The distribution of establishments in the Canadian Aircraft Maintenance, Repair and Overhaul industry runs parallel to population
trends, although it does not completely mirror these patterns. The establishment distribution reflects population trends while also
being skewed heavily toward coastal provinces with international airports. Generally, many establishments are located in or near
major airports. Airport service centres, considered fixed-based operators (FBOs), are either private enterprises or departments of
an airport's respective municipality and are long-term service centres for all aircraft without upstream manufacturers' service
contracts. This is particularly prevalent in regional airports that may have less competition from upstream manufacturers and less
densely populated areas from which competition can arise.

Accordingly, industry establishments are primarily concentrated in Ontario, British Columbia, Quebec and Alberta, which account
for 30.2%, 22.5%, 22.7% and 14.2% of industry establishments, respectively, in 2021. Importantly, the major international airports
in Canada are located in Toronto, Vancouver, Montreal, Calgary and Edmonton. In particular, the Toronto Pearson International
Airport is the busiest airport in Canada by passenger and total aircraft movements, followed by the Vancouver International Airport
and the Montreal-Pierre Elliott Trudeau International Airport. These passenger and air traffic trends have dictated the location of
industry operators in the past and are anticipated to continue shaping this distribution moving forward. All other provinces
comprise less than 5.0% of industry establishments in 2021. Crucially, there is a visible industry presence in each province
despite sparse population density due to increasing investments in aerospace infrastructure even in disparate regions such as the
Northern Territories and Prince Edward Island. These areas have much less competition from other businesses and can therefore
focus on fixed-base operators as a stable source of revenue generation.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Aircraft Maintenance, Repair and Overhaul industry in Canada has a low level of market share concentration,
with the industry's top four largest players expected to account for less than 40.0% of industry revenue in 2021. This
level of concentration has increased over the five years to 2021, with operators gradually expanding their market
share. Pratt & Whitney Canada Corp. (P&WC) and Safran SA have increased their market share over the past five
years through both organic growth and acquisitions. However, most industry operators are relatively small and
primarily focus on regional markets and niche services. Nonemploying establishments are estimated to account for
over 60.0% of establishments in 2021. This fragmented structure makes it difficult for any single company to
dominate the market, resulting in a low level of market share concentration. The economies of scale necessary to
capture a significant market share are reserved almost exclusively for upstream manufacturers such as PW&C's
parent company Raytheon Technologies Corporation. These manufacturers can capitalize on long-term service
contracts with their clients to ensure maintenance, repair and overhaul service revenue streams are consistent. The
localized nature of industry operations, focused entirely in airport hangars or offsite facilities, discourages expansion
and consolidation activity. While consolidation activity may occur, it is much more prevalent in the upstream Aircraft,
Engine and Parts Manufacturing industry in Canada (IBISWorld report 33641aCA). As a result, IBISWorld expects
market share concentration to remain low 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:

Proximity to key markets:
Industry operators can win contracts while substantially cutting logistics costs by servicing crucial downstream
markets including airports and major aerospace centres.

Must have licence:
Industry operators require proper licences to carry out work on aircraft and rotorcraft. Additional certifications may be
necessary for those that maintain and repair aircraft in the defence sector.

Ability to compete on tender:
Most contracts that industry operators attain are awarded on tender, so companies must demonstrate a proven
safety record alongside quick turnaround times and high customer satisfaction to succeed.

Ability to quickly adopt new technology:
Industry operators need to maintain and repair highly sophisticated aircraft and avionics systems. Accordingly, to
succeed in this industry, companies must stay abreast of technological developments and their concomitant
maintenance requirements.

Qualified work force:
Industry operators need to have a highly skilled and technically proficient workforce that can repair aircraft and
rotorcraft that are often extremely individualized and sophisticated.

Ability to provide testing or thermometers for on-site employees:
The industry is labour intensive and keeping employees safe will likely enable operators to continue to stay
operational.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 1.8% of industry revenue in 2021. Historically,
industry profit has experienced a moderate level of volatility, reflecting
global air traffic flows and investments in new aircraft from major airline
carriers. Most major airlines secure maintenance contracts through the
aircraft manufacturers themselves, which effectively bars competition
while lowering profit margin through manufacturers' economies of scale
and long-term contracts. Most industry operators do not achieve
economies of scale, and thus, are less profitable compared with their
upstream counterparts in terms of services revenue. Additionally,
wages' share of revenue has increased over the five years to 2021,
further pressuring operators.

However, in response to the COVID-19 (coronavirus) pandemic, the
overall airline industry was disrupted. As a result, there were major
capacity cuts in fleets, many countries closed their borders to those
who are not citizens or permanent residents to control the outbreak and
industry revenue plummeted in 2020. Consequently, IBISWorld
anticipates industry profit to operate at a loss in 2020, as operators
were unable to offset the costs of reduced demand. Although IBISWorld
expects industry profit to increase over the five years to 2026, any long-
lasting economic consequences pose a threat to the industry.

 

  Wages

Industry wages are estimated to account for 32.7% of industry revenue
in 2021, up from 26.2% in 2016. As a service industry that primarily
maintains technologically sophisticated aircraft and rotorcraft, wages
are generally high. Experienced metalworkers, engineers, technicians
and upholstery maintenance staff garner high salaries through their
specialized and technical work. In particular, those with aviation
experience are highly paid. While diagnostic software can automate a
fraction of industry services, particularly in the realm of testing, most
labour must be performed by workers. However, with the economy
recovering from the coronavirus pandemic, IBISWorld expects wages'
share of revenue to decline over the five years to 2026.
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  Purchases

Purchase costs are expected to account for 39.2% of industry revenue
in 2021. Recognized as the largest expense for operators, purchases
include engine components, navigational instruments, avionics
systems, paint, TVs, electrification systems and other aircraft parts.
These components are typically not homogenous components, with
very few aftermarket alternatives to upstream aircraft manufacturers,
although this differs based on product segment. For example, an
engine produced by Raytheon Technologies Corporation needs parts
that are also manufactured by the same company, limiting the ability for
industry operators to shop around for the best price. These purchases
vary based on the nature of operations but ultimately represent a
substantial cost for most operators. IBISWorld expects purchase costs
to increase as a share of revenue over the past five years.

 

  Marketing

Marketing costs are estimated to account for 0.8% of industry revenue
in 2021, which has historically remained relatively stable due to the fact
that most operators are advertising to businesses rather than
consumers.

 

  Depreciation

Depreciation costs are expected to account for 3.8% of industry
revenue in 2021. Capital expenditures and facilities upkeep also
consume a substantial portion of industry revenue. While technological
change is low-to-moderate in this industry, most machinery has
remained the same over the past five years, with frequent updates in
diagnostic software and other computer capabilities rather than updates
in hydraulic systems dictating depreciation patterns, which are recorded
under purchases. However, in response to the coronavirus pandemic,
decreased demand for industry services and temporary halt in travel
and fleet capacity has decreased depreciation's share of revenue over
the past five years. With the economy expected to recover and reopen,
IBISWorld expects depreciation's share of revenue to increase over the
five years to 2026.
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  Rent

IBISWorld estimates rent costs account for 3.3% of industry revenue in
2021. Rent costs vary depending on the size and location of each
establishment, although these costs do not comprise a substantial
portion of costs for industry operators. Renting hangar space,
particularly at popular international airports, is expensive and is the
primary driver behind this high proportion of revenue dedicated to rent.
IBISWorld expects this segment's share of revenue to decline over the
past five years.

 

  Utilities

Utility costs account for 1.6% of industry revenue in 2021. Operators
require large quantities of electric power for diagnostics and avionics
inspections.

 

  Other Costs

Other costs are expected to account for 16.8% of revenue in 2021.
Other costs include administrative, legal, insurance, vocational training
and logistics costs, among others.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  INTERNAL COMPETITION

The Aircraft Maintenance, Repair and Overhaul industry in Canada
exhibits a moderate degree of internal competition, with operators
primarily competing on the basis of price and quality of service.

Airlines are required to meet stringent safety regulations. Consequently, companies must employ highly skilled
workers that are trained and qualified to service specific aircraft, aircraft engines or components to ensure the
integrity of those parts and the overall safety of the aircraft. Other competitive forces associated with quality of
service include the speed of delivery, flexibility, professionalism and customer service, among others. Any time an
aircraft is undergoing maintenance or inspection, it is unable to transport goods and passengers, affecting
profitability. As a result, completing services in a timely and accurate manner is essential for industry operators.
Additionally, many operators have a backlog of work as high-quality, price-competitive operators are in high
demand. Reducing these backlogs without compromising safety will likely provide a significant market advantage.
Moreover, aircraft support service providers generally rely on a contract renewal for a large percentage of revenue,
as these operators must provide high-quality maintenance and excellent customer service to retain customers.

Price is another major factor of competition within the industry. Commercial airlines operate in a highly price-
competitive environment, as these companies often reduce support service costs to provide consumers with the
lowest-cost airline seats. As these support services are increasingly outsourced to low-cost providers, contracts will
largely be awarded on the bases of price and quality of work. To remain competitive, companies must also have a
reputation for delivering services on budget. The largest operators, which are manufacturers that then offer their
maintenance, repair and overhaul (MRO) services through contracts, experience less competition since they can
leverage their economies of scale and manufacturing strength to capture downstream clients.

EXTERNAL COMPETITION

Industry operators must also contend with external competition from
other modes of transportation and large-scale airlines.

Rail, road and waterborne transportation are occasionally direct substitutes for industry services, though goods
transported by air are usually high-value, time-sensitive products. Nevertheless, when passengers, manufacturers
and shipping companies increase their reliance on these alternative forms of transportation, demand for airborne
transportation declines, resulting in a constrained demand for aircraft support services.

Specialty MRO companies must also compete with downstream airlines that operate in-house MRO services,
original equipment manufacturers (OEMs) and with international service providers. Over the past decade, airlines
have expanded the use of overseas MRO providers that may offer comparable service at a lower rate, limiting
demand for domestic operators. Furthermore, mounting competition between specialty MRO companies and OEMs
increased, as many OEMs have expanded their MRO operations to provide value-added services to their traditional
product lines, build customer loyalty and expand into the profitable aftermarket sector. As a result, MRO specialty
companies have suffered from lost market share, as OEMs can typically lock in clients through manufactured goods
contracts. In general, these external competitors also have greater financial resources and benefit from operating
efficiencies earned by cutting out the middleman in the MRO market.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  The Aircraft Maintenance, Repair and Overhaul industry
in Canada is characterized by moderate barriers to entry.
While capital requirements for this industry are relatively
modest compared with other aircraft-related industries,
new entrants often encounter significant start-up costs
relating to compliance costs, the purchase of specialized
equipment and the acquisition of skilled labour. For
instance, entrants require trained and certified personnel
to perform maintenance and carry out inspections. This
requirement of specific knowledge and human capital
often acts as a barrier to success for potential operators.
Moreover, accreditation beyond standard requirements
and industry association memberships are common
practices within the industry, which can serve as an
additional barrier to entry for new entrants. Without proper
accreditation, businesses can be severely restricted in the
types of customer contracts they receive. Additionally, any
company seeking to enter the industry must comply with a
wide variety of regulations set out by Transport Canada.

Furthermore, due to the high degree of competition within
the industry, there is little opportunity for new entrants,
outside of acquisition. Outsourced private- and public-
sector business is awarded on a contract basis to
operators that have a wide network of contacts, a proven
safety record and the demonstrated ability to deliver
projects on time and on budget. Additionally, most
maintenance contracts are secured for several years,
preventing new players from entering into contracts with
current industry customers. Therefore, new entrants could
struggle to win business even after massive initial capital
outlays. In contrast, existing major players can use
economies of scale to win business by consistently
undercutting smaller players on price and speed of
delivery. At the same time, emerging companies can often
generate revenue by providing maintenance services in
niche markets that major players do not consider
significant growth areas, such as the recreational aircraft
sector. However, barriers to entry for less sophisticated
support activities, such as aircraft refuelling services, are
significantly lower since these operations do not require
highly skilled technicians and engineers, although the
capital costs are still a salient obstacle.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Increasing

  Most revenue in the Canadian Aircraft Maintenance, Repair and Overhaul industry is generated within the domestic
market, as most industry establishments are domestically owned and operated. Additionally, this industry is primarily
composed of small-scale players, which limits opportunities for globalization, as it would be difficult for these small
players to function within international conglomerates. Instead, most industry players operate on a localized scale
and serve the region in which they are based. As a result, the industry is characterized by a low level of
globalization.

At the same time, a wide variety of global geopolitical factors, such as oil shortages, disease outbreaks and
exchange rate fluctuations, can directly affect demand for aviation support services and indirectly affect industry
costs by increasing capital and insurance outlays. Additionally, industry operators typically provide services to global
companies, such as international commercial airlines, and operators often require aircraft parts from foreign
suppliers. Industry operators must also hold foreign competency certification to work on certain aircraft for
international clients. As a result, the COVID-19 (coronavirus) pandemic has had a major influence on the industry
and will likely continue to pressure operators over the next decade.
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Major Companies

Major Players Pratt & Whitney Canada Corp.

Market Share: 17.6%

  Pratt & Whitney Canada Corp. (P&WC) is a subsidiary of Raytheon Technologies Corporation (Raytheon), formerly
known as United Technologies Corporation (UTC), a US-based, diversified multinational conglomerate and one of
the world's largest defence and aerospace companies. UTC entered into a merger agreement with Raytheon
Company in June 2019 to be rebranded as Raytheon Technologies Corporation. P&WC designs, manufactures and
maintains aircraft engines and aerospace systems. As of 2020, P&WC employs an estimated 6,000 people in
Canada across its manufacturing, sales and service operations (latest data available). Globally, Raytheon generated
$75.8 billion while its Pratt & Whitney subsidiary generated $22.5 billion worldwide with nearly 10,000 employees in
2020.

Founded in 1928 as a repair and overhaul centre for Pratt & Whitney engines, the Quebec-headquartered P&WC is
currently a market leader in the production of engines for the business and regional plane and helicopter markets.
Accordingly, P&WC also offers service contracts for the maintenance and repair of its engines, which entrenches its
dominance through the service of more than 63,000 engines in service in more than 200 countries. While P&WC
has seven locations nationwide, only its Saint-Hubert, QC, campus is considered industry-relevant. The Saint-Hubert
facilities, known as Plant 5, are the main service centres for engine repair and overhaul for North American
operations. Adjacent to the Montreal Saint-Hubert Longueuil Airport, Plant 5 is the hub of P&WC's aftermarket
activities in the maintenance, repair and overhaul (MRO) sector. According to the company's latest annual report,
Pratt & Whitney accounted for about 30.0% of global revenue in 2020.

Financial performance

The company's industry-relevant revenue is expected to increase at an annualized rate of 1.2% to $881.7 million
over the five years to 2021. Despite this growth, revenue volatility is expected to be high due to the COVID-19
(coronavirus) pandemic and recent restructuring. Revenue grew significantly in 2018 as UTC acquired Rockwell
Collins, now recognized as Collins Aerospace, which expanded the industry-relevant revenue source from the
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aerospace segment. However, the pandemic is expected to offset the industry's performance as IBISWorld
estimates that its industry-relevant revenue dropped about 40.0% in 2020 due to lower commercial aftermarket
sales in response to fewer commercial engine deliveries. However, this was partially offset due to higher military
sales. The company is expected to demonstrate signs of recovery in 2021 as the economy began to reopen.

However, IBISWorld expects the company's industry-relevant operating profit, measured as earnings before interest
and taxes, to decrease an annualized 30.8% to $14.7 million over the five years to 2021. The pandemic is projected
to bring industry-relevant operating profit to a deficit, with 2021 performance only demonstrating the starting phase
of recovery, in line with the industry. Operating profit is projected to be supported by favourable contract
modifications and the economy continuing to reopen, increasing demand for industry services.

 
Pratt & Whitney Canada Corp. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 830.9 N/C 92.5 N/C
2017 849.3 2.2 75.5 -18.4
2018 961.9 13.3 69.5 -7.9
2019 1,319.3 37.2 113.7 63.6
2020 804.5 -39.0 -27.0 N/C
2021 881.7 9.6 14.7 N/C

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

Other Companies The Aircraft Maintenance, Repair and Overhaul industry in Canada is characterized by numerous small companies
that satisfy local and niche demand for engine repair and maintenance, repair and overhaul (MRO) essentials,
generally relegated to local and regional airport demand. Most operators are located close to airports and must rent
out hangars at these locations to stay close to potential clients. In this way, operators with contracts for major
international airports are better positioned to capture market share, although competition is intense, particularly
since upstream manufacturers have their own service contracts for most of their products.

Safran SA

  Market Share: 3.4%
  Safran SA (Safran) is a multinational aircraft and rocket engine, aerospace component and defence company based

in Paris. Founded in 2005, Safran is a holding company for many subsidiaries that can trace its lineage back to
1905. The Safran Group as it currently stands was founded with the merger of Societe Nationale d'Etude et de
Construction de Moteurs d'Aviation-Partenaires (SNECMA) and SAGEM SA. Globally, the company expanded
through a joint venture with Airbus SE in 2016 and the 2018 acquisition of aircraft interior supplier Zodiac
Aerospace. The company operates under three primary business segments, which include aerospace propulsion,
aircraft equipment and defence. Safran operates more than 300 facilities worldwide, six of which are located in
Canada as of March 2021. The company has grown its market share extensively over the five years to 2021, with
major acquisitions added the aerosystems and aircraft interior segments in 2018, which are industry-relevant.
IBISWorld expects the company to generate $172.2 million in industry-relevant revenue in 2021, with the COVID-19
(coronavirus) pandemic hindering industry operations in 2020 and 2021. Further, the company has a market share
of 3.4% in 2021.

Rolls-Royce Holdings PLC

  Market Share: 2.1%
  Rolls-Royce Holdings PLC (Rolls-Royce) is a multinational power systems manufacturer and distributor based in

London, operating in the domestic industry through its Rolls-Royce Canada Limited subsidiary. While the company's
roots can be traced back to 1904, Rolls-Royce as it stands today was founded in 2011 and is one of the largest
aircraft engine manufacturers in the world. Accordingly, the company derives a sizable portion of its revenue from
engine and aircraft maintenance, repair and overhaul (MRO), with about 40.0% of its revenue generated from
services in 2020 (latest data available). The company operates through five business segments, with civil
engineering, defence and ITP aero considered pertinent to the industry. Moreover, the company's domestic
operations are expected to account for less than 5.0% of global revenue in 2021. Overall, IBISWorld expects the
company to generate $106.5 million in industry-relevant revenue in 2021, with the coronavirus pandemic hindering
industry performance in 2020. Additionally, the company has a market share of 2.1% in 2021.

Heroux-Devtek Inc.

  Market Share: 0.4%
  Based in Longueuil, QC, Heroux-Devtek Inc. (HRX) was founded in 1942. The company specializes in the

manufacture and repair of various industrial, energy and aviation components. HRX categorizes its earnings in two
business segments based on end markets, which are defence and commercial. According to the company's latest
annual report, domestic sales are expected to account for less than 10.0% of global sales in fiscal 2021 (year-end
March). Furthermore, aftermarket services, considered industry-relevant, accounted for 36.0% of total global sales in



Aircraft Maintenance, Repair & Overhaul in Canada October 2021

31 IBISWorld.com

fiscal 2021. Overall, IBISWorld expects the company to generate $18.9 million in industry-relevant revenue in fiscal
2022, with the coronavirus pandemic hindering operations in 2020. The company commands 0.4% of the industry in
2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Aircraft Maintenance, Repair and Overhaul (MRO)
industry in Canada is characterized by a low-to-moderate
level of capital intensity. In 2021, industry operators are
expected to spend $0.12 on capital investments for every
$1.00 spent on labour. Capital intensity is a measure of
labour in relation to capital costs, with depreciation
expenses as a proxy for capital investment. IBISWorld
expects capital intensity to have declined over the five
years to 2021, as the industry is significantly labour
dependent due to the hands-on nature of MRO work, and
other aircraft support activities. In addition, the COVID-19
(coronavirus) pandemic is expected to have influenced
industry performance in 2020 and onward, hindering
businesses from operating their normal capacity as before.
Furthermore, IBISWorld estimates wages' share of revenue
has increased over the past five years.

Typically, improving demand and the introduction of a new
aircraft force operators to invest in capital. Amid intense
competition, operators are increasing in labour-saving
technology such as more efficient communications
equipment, newer and more advanced vehicles and
computer-assisted work scheduling. With the industry
expected to slowly recover over the five years to 2026,
IBISWorld expects capital intensity to increase during the
outlook period.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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

High Innovation
Concentration

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

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

Very High Rate of Entry Very Likely 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.

Medium Market
Concentration

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

  The rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

The industry structure creates a moderate level of entry barriers, which is coinciding with a high rate of new competitors
entering the industry. This high rate of entry creates a significant pool of potentially disruptive entities and the industry
structure does not significantly affect their growth potential.

The Aircraft Maintenance, Repair and Overhaul industry in Canada is crucial
for the proper servicing of air transportation and is therefore not exposed to
any major technological disruptions that could shift demand away from its
services.

Maintenance and repair are required regularly to maximize the safety of flights and the industry benefits from high barriers
to entry that insulate it from technological disruptions. The most significant potential disruptions originate from downstream
industries, where disruptions that affect demand for air transportation would affect demand for maintenance, repair and
overhaul (MRO) services as it ripples through the supply chain. As a result, advancements in other modes of transportation
that shift demand away from air transportation would indirectly disrupt the industry.

The level of technology change is    Medium

  The Aircraft Maintenance, Repair and Overhaul industry in Canada is
characterized by a moderate level of technological change, primarily
dependent on developments in upstream manufacturing operations in the
Aircraft, Engine and Parts Manufacturing industry in Canada (IBISWorld report
33641aCA).
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Since industry operators need to repair and maintain the aircraft built by these upstream suppliers, their diagnostic software
and machining tools need to develop according to upstream product evolution. The industry's largest operators tend to be
manufacturers of the equipment they then maintain or repair, so the technological change of the industry closely mirrors
changes upstream.

At its core, the bulk of industry revenue is derived from scheduled aircraft maintenance rather than repairs for accidents and
malfunctions. Scheduled maintenance generally involves aircraft disassembly, cleaning and inspection with diagnostic
software in modern vehicles. This process requires special tools and technical proficiency. Each aircraft component is
completely cleaned for testing and evaluation for material tolerances. Refuelling and ferrying services are more common
since these are necessary between all flights. These processes are the most static and generally require special machinery
that has not changed substantially for a long time.

Conversely, major overhauls are much more comprehensive and typically take up to three months to complete. These
include upgrades to existing aircraft, typically saving aerostructures and frames and retrofitting engine and engine
components to adhere to contemporary emissions standards as well as avionics and navigational instruments. Ultimately,
while most older aircraft require hydraulic systems to lift and inspect the vehicle, modern vehicles are typically connected to
specialized diagnostic software, which means that industry operators must have compatible computers and software to
monitor these readings. These upgrades can also be based on consumer convenience, with the incorporation of new
entertainment systems or upholstery upgrades to encourage passenger retention.

Revenue
Volatility

The level of volatility is    High

  The Aircraft Maintenance, Repair and Overhaul industry in Canada has a high
level of revenue volatility in response to the COVID-19 (coronavirus) pandemic.

Typically, while upstream manufacturing operations and downstream passenger airline activity can fluctuate significantly
with macroeconomic circumstances, demand for repair and maintenance services is relatively inelastic. Regardless of fleet
expansion or ticket sales, existing aircraft must undergo consistent maintenance. Moreover, existing aircraft that is not in
use must also be maintained to keep from engine deterioration. The industry covers a wide variety of products and aircraft
types, which also helps dampen volatility. Additionally, as air travel becomes more widespread, heightened by positive
economic conditions domestically and abroad, the industry demand typically moves upward. Historically, demand for
industry services has increased in line with the broader economy, lending stability to industry revenue.

Consequently, the coronavirus pandemic has disrupted the airline industry as many countries have suspended
nonessential domestic and international travel, limiting the number of flights. In addition, many countries are limiting or
closing their borders to those who are not citizens or permanent residents to control the outbreak. According to Oliver
Wyman's 2021 Global Fleet and MRO Market Forecast, maintenance, repair and overhaul (MRO) operators were
specifically affected due to cash preservatives remaining a top priority for airlines, limiting the amount of fleet being worked
and overall demand for industry services. Consequently, industry revenue plummeted in 2020. Although IBISWorld
anticipates the industry to recover in 2021, it is far from bouncing back to offset the effects of the pandemic. As a result,
although industry revenue volatility is projected to be low over the five years to 2026, any long-lasting economic
consequences pose a threat to the industry.
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Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

Operators in the Canadian Aircraft Maintenance, Repair and Overhaul industry
are heavily regulated, particularly within the context of environmental and
safety supervision.

Although most of these regulations are more directly pertinent to manufacturers, industry operators must comply with these
same regulations to produce environmentally conscious and safe aircraft and rotorcraft. The broader civil avionics sector is
regulated via Canadian Aviation Regulations (CARs), which were introduced with the Aeronautics Act of 1985. CARs cover
everything from aircraft to personnel certification and therefore includes industry operations. Part V of the CARs sets the
standard for the airworthiness of aircraft and rotorcraft, with rules on the design and development of aircraft and aircraft
certification. This part includes requirements for export, manufacture, distribution and maintenance of industry products. It
also sets standards for aircraft emissions and noise, which is particularly relevant for engine and exhaust upgrades. In
general, Canada has implemented stringent emission reduction plans in the aviation sector through agreements and
international treaties. For example, Canada's Action Plan to Reduce Greenhouse Gas Emissions from Aviation, a plan
developed by the government and aviation industry, sets out a goal to improve aircraft fuel efficiency between 2005 and
2020. Over the coming years, industry operators can expect an expansion in environmental and safety regulations as more
environmentally friendly technology develops and safety systems evolve. Outside of these regulations, operators that
maintain and repair international aircraft must also comply with worldwide and country of origin standards for their work,
although Canada's standards are more or less in line with universal standards.

Industry
Assistance

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

The Aircraft Maintenance, Repair and Overhaul industry in Canada does not
receive any direct assistance in the form of protectionist measures or
subsidies from the government.

However, some maintenance, repair and overhaul (MRO) operators are reliant on government and military contracts,
thereby offering some semblance of indirect assistance at the federal and provincial level. While government demand
represents a small fraction of industry demand, its stability is a much-needed cushion during periods of economic distress.
Nonetheless, industry operators are indirectly aided by government funding for the upstream Aircraft, Engine and Parts
Manufacturing industry in Canada (IBISWorld report 33641aCA), which provides an ample operating environment for the
aerospace sector at large and catalyzes an influx of demand for ancillary repair and maintenance services. Moreover, many
companies in the upstream manufacturing industry also have their own maintenance services. Therefore, assistance at the
upstream level also influences industry operations to a degree.

Outside of government support, industry operators can seek assistance from several trade organizations, although there
are no directly pertinent associations for maintenance, repair and overhaul services alone with the exception of the Air
Transport Association of Canada's recent Canadian MRO Alliance initiative. Most of these associations are more directly
relevant to manufacturing operations, although many of those companies have repair and maintenance capabilities as well.
For example, the Aerospace Industries Association of Canada and the General Aviation Manufacturers Association offer
educational, enterprise and networking resources. These associations, alongside other more niche organizations including
the Light Aircraft Manufacturers Association of Canada and the more general Canadian Council for Aviation and
Aerospace, also advocate on behalf of analogous industries, offering another avenue of indirect assistance. Globally, the
International Coordinating Council of Aerospace Industries can offer support on an international level. Still, most of these
associations are indirectly pertinent to the industry and are better suited for more diversified manufacturers rather than
maintenance and repair businesses that specialize in a certain product or market segment.

Economic response

With the COVID-19 (coronavirus) pandemic, the Department of Finance Canada announced a new set of economic
measures to help stabilize the economy through Canada's COVID-19 Economic Response Plan in March 2020. Such
economic measures include emergency care benefits, tax filing extensions, a 10.0% wage subsidy for small businesses
and up to a six-month payment deferral for mortgages. These are expected to support consumers during periods of
uncertainty and support operators to remain in business. Furthermore, the Government of Canada announced the
Canadian Emergency Wage Subsidy (CEWS) in March 2020, providing up to 75.0% of remuneration to eligible applicants.
In addition, employers that are eligible for the CEWS are entitled to receive a 100.0% refund for certain employer
contributions to Employment Insurance, the Canada Pension Plan, the Quebec Pension Plan and the Quebec Parental
Insurance Plan paid in respect of employees who are on leave with pay.

With more than 90.0% of establishments employing fewer than 50 workers in 2021, according to IBISWorld and Statistics
Canada estimates, the Canada Emergency Business Account (CEBA) provides further assistance for operators. The
federal government is guaranteeing bank loans for small businesses and has been implemented by eligible financial
institutions in cooperation with Export Development Canada. The CEBA program is intended to assist with operating costs
during the coronavirus pandemic. Through a new Business Credit Availability Program, Business Development Bank of
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Canada and Export Development Canada are providing more than $40.0 billion in loans and other forms of credit support
and enhancement at market rates to businesses with viable business models.

More recently, the Canadian Enterprise Emergency Funding Corporation (CEEFC), a subsidiary of Canada Development
Investment Corporation (CDEV), have been mandated to implement the Government of Canada's Large Employer
Emergency Financing Facility (LEEFF) in cooperation with Innovation, Science and Economic Development Canada and
the Department of Finance. With CDEV and CEEFC now being a part of Canada's COVID-19 Economic Response Plan,
the LEEFF program will likely provide emergency funding support for large Canadian enterprises facing financial challenges
during the pandemic. This support is limited to businesses generating $300.0 million or more in annual revenue and require
a minimum loan size of about $60.0 million.
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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)

International
trips by

Canadian
residents

(Million people)
2012 7,956 3,166 1,265 1,192 28,541 N/A N/A 1,949 N/A 65.2
2013 7,862 2,784 1,403 1,325 28,695 N/A N/A 2,016 N/A 65.8
2014 8,129 3,260 1,526 1,446 30,243 N/A N/A 2,070 N/A 63.7
2015 8,488 3,472 1,521 1,444 31,314 N/A N/A 2,248 N/A 56.0
2016 8,465 3,569 1,596 1,512 31,457 N/A N/A 2,216 N/A 53.0
2017 8,396 3,459 1,667 1,576 31,998 N/A N/A 2,267 N/A 54.6
2018 8,446 3,382 1,895 1,787 32,756 N/A N/A 2,301 N/A 56.3
2019 8,547 3,059 1,913 1,803 33,238 N/A N/A 2,334 N/A 56.2
2020 4,779 1,353 1,669 1,572 23,743 N/A N/A 1,595 N/A 14.6
2021 5,024 1,929 1,661 1,563 24,359 N/A N/A 1,644 N/A 22.3
2022 5,527 2,086 1,700 1,598 25,825 N/A N/A 1,756 N/A 46.6
2023 5,668 2,132 1,733 1,629 26,217 N/A N/A 1,787 N/A 56.1
2024 5,743 2,157 1,758 1,652 26,402 N/A N/A 1,801 N/A 58.9
2025 5,814 2,166 1,776 1,669 26,548 N/A N/A 1,814 N/A 60.3
2026 5,888 2,182 1,766 1,659 26,602 N/A N/A 1,821 N/A 61.5

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

International
trips by

Canadian
residents (%)

2012 4.22 1.31 -2.77 -2.70 5.51 N/A N/A 0.23 N/A 5.33
2013 -1.18 -12.1 10.9 11.2 0.53 N/A N/A 3.41 N/A 0.92
2014 3.38 17.1 8.76 9.13 5.39 N/A N/A 2.70 N/A -3.20
2015 4.42 6.49 -0.33 -0.14 3.54 N/A N/A 8.58 N/A -12.1
2016 -0.28 2.80 4.93 4.70 0.45 N/A N/A -1.42 N/A -5.36
2017 -0.82 -3.10 4.44 4.23 1.71 N/A N/A 2.28 N/A 3.01
2018 0.58 -2.21 13.7 13.4 2.36 N/A N/A 1.51 N/A 3.11
2019 1.20 -9.57 0.94 0.89 1.47 N/A N/A 1.41 N/A -0.18
2020 -44.1 -55.8 -12.8 -12.8 -28.6 N/A N/A -31.7 N/A -74.0
2021 5.12 42.5 -0.48 -0.58 2.59 N/A N/A 3.09 N/A 52.7
2022 10.0 8.15 2.34 2.23 6.01 N/A N/A 6.81 N/A 109
2023 2.55 2.23 1.94 1.93 1.51 N/A N/A 1.72 N/A 20.4
2024 1.30 1.13 1.44 1.41 0.70 N/A N/A 0.82 N/A 4.99
2025 1.23 0.44 1.02 1.02 0.55 N/A N/A 0.69 N/A 2.37
2026 1.27 0.72 -0.57 -0.60 0.20 N/A N/A 0.41 N/A 1.99

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 39.8 N/A N/A 279 24.5 22.6 68,295
2013 35.4 N/A N/A 274 25.6 20.5 70,246
2014 40.1 N/A N/A 269 25.5 19.8 68,456
2015 40.9 N/A N/A 271 26.5 20.6 71,789
2016 42.2 N/A N/A 269 26.2 19.7 70,452
2017 41.2 N/A N/A 262 27.0 19.2 70,845
2018 40.0 N/A N/A 258 27.2 17.3 70,256
2019 35.8 N/A N/A 257 27.3 17.4 70,218
2020 28.3 N/A N/A 201 33.4 14.2 67,169
2021 38.4 N/A N/A 206 32.7 14.7 67,499
2022 37.7 N/A N/A 214 31.8 15.2 68,008
2023 37.6 N/A N/A 216 31.5 15.1 68,147
2024 37.6 N/A N/A 218 31.4 15.0 68,226
2025 37.3 N/A N/A 219 31.2 14.9 68,322
2026 37.1 N/A N/A 221 30.9 15.1 68,465

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Aerospace Industries Association of Canada
http://www.aiac.ca

International Air Transport Association
http://www.iata.org

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

Aero Montreal
http://www.aeromontreal.ca

Canadian Council for Aviation & Aerospace
http://www.avaerocouncil.ca

Canada Aeronautics and Space Institute
http://www.casi.ca

Industry Jargon AIRWORTHINESS
The measure of an aircraft's ability for sustained flight, dictated by a certification of airworthiness governed by the
Canadian Aviation Regulations.

AVIONICS
All electronics used in aviation, although typically referring to navigational instruments.

FIXED BASE OPERATORS (FBO)
Service centres located at airports that can be either a private enterprise or a department of the airport's
municipality.

FLIGHT HOURS
The amount of time an aircraft spends in the air. This is a typical measurement to estimate how often maintenance is
required on a vehicle.

LINE MAINTENANCE
Regular, scheduled maintenance for an aircraft or rotorcraft, the frequency of which is typically dictated by the
number of flight hours in operation. These are categorized under A, B, C and D checks.

MAINTENANCE, REPAIR AND OVERHAUL (MRO)
These are the primary services of the industry and includes regular scheduled maintenance, ad hoc repairs and
complete overhauls.

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

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

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

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

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

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

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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