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COVID-19
(Coronavirus)
Impact Update

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

· Lower levels of corporate profit and business confidence are likely to reduce investment in infrastructure projects,
limiting demand for the Canadian Engineering Services industry. For more detail, please see the Current
Performance chapter.

· Historically low oil and gas prices are expected to significantly reduce demand for industry services. For more
detail, please see the Demand Determinants chapter.

· Certain government assistance programs, such as the acceleration of $2.2 billion in annual infrastructure spending,
should mitigate the overall loss in 2020 industry revenue to a degree. For more detail, please see the Industry
Assistance chapter.

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

of machines, materials, instruments, structures, processes and systems. Industry services involve providing advice;
preparing plans, designs and feasibility studies; providing technical services during construction or installation
activities; inspecting and evaluating engineering projects; and other related services.

Major Players SNC-Lavalin Group Inc.

Main Activities The primary activities of this industry are:

Designing and managing construction and engineering infrastructure projects

Project planning and providing economic assessments

Providing design and management services for industrial processes and equipment

Providing feasibility studies, including environmental impact assessment and community consultation

Design and management for environmental projects

Providing chemical and electrical engineering services

The major products and services in this industry are:

Transportation services

Power generation

Residential, commercial and institutional building

Energy, mining, metal and chemical

Advisory, project management, environmental and other services



Engineering Services in Canada August 2020

6 IBISWorld.com

Supply Chain

SIMILAR INDUSTRIES

Architects in Canada Geophysical Services in Canada Surveying & Mapping Services in
Canada

Environmental Consulting in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Engineering Services Engineering Services in the US Building Inspectors in the US Corrosion Protection Engineering
Services

Engineering Consulting in
Australia

Engineering Services in China Consultant Engineering Services
in the UK

Engineering Consulting in New
Zealand

Consultant Engineering Services
in Ireland
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Industry at a Glance
Key Statistics

$26.6bn
Revenue

Annual Growth

2015–2020

-4.5%

Annual Growth

2020–2025

2.2%

Annual Growth

2015–2025

 

$1.9bn
Profit

Annual Growth

2015–2020

-8.5%

  Annual Growth

2015–2020

 

7.3%
Profit Margin

Annual Growth

2015–2020

-1.7pp

  Annual Growth

2015–2020

 

27,368
Businesses

Annual Growth

2015–2020

-0.4%

Annual Growth

2020–2025

1.0%

Annual Growth

2015–2025

 

138k
Employment

Annual Growth

2015–2020

-1.3%

Annual Growth

2020–2025

1.6%

Annual Growth

2015–2025

 

$11.6bn
Wages

Annual Growth

2015–2020

-2.7%

Annual Growth

2020–2025

1.7%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-3.1%
Aggregate private investment

1.9%
Government consumption and
investment

-3.4%
Value of nonresidential
construction

-0.1pp
Overnight rate

 
Industry Structure

POSITIVE IMPACT

  Revenue Volatility
Low   Capital Intensity

Low

  Concentration
Low

MIXED IMPACT

  Life Cycle
Mature   Barriers to Entry

Medium / Increasing

  Industry Globalization
Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Increasing   Regulation & Policy

Heavy / Steady

  Technology Change
High   Competition

High / Increasing

 

Key Trends

 Slowing demand for engineering services caused operators
to endure lower profitability

 Government spending supports industry growth

 Operators have tried to offer more value-added services

 Volatility in commodity prices will likely continue to pose a
threat to industry growth

 Private funding for construction and infrastructure projects
will likely increase

 Heightened downstream demand for industry services
should result in profit growth

 Implementation of digital technology to everyday processes
and artificial intelligence have become more important for
the industry
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low & Increasing Level of Assistance

  Low Volatility

  Low Imports

  Low Product/Service Concentration

  High Revenue per Employee

  Low Capital Requirements

   

WEAKNESSES

  High Competition

  Low Profit vs. Sector Average

  High Customer Class Concentration

   

OPPORTUNITIES

  Overnight rate

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  Low Performance Drivers

  Value of nonresidential construction
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Executive Summary Built to last: Growth in commercial and infrastructure projects is expected
to aid industry demand

The Engineering Services industry in Canada has contracted amid a serious crisis in the industry's largest service
market over the five years to 2020. This industry provides consulting, design, feasibility studies and technical
services for a variety of projects that require a deep understanding of the principles of engineering. Prior to the
period, industry revenue reached an all-time high in 2014 as increased corporate profit fuelled greater investment in
nonresidential construction. However, as the price of crude oil tumbled in 2015, the value of nonresidential
construction fell and many downstream customers either cancelled or postponed major capital expenditure projects,
which hurt demand for engineering services from primary markets. A similar crash in the price of crude oil in 2020 is
expected to result in a further decline in industry revenue. As a result, industry revenue is expected to decline an
annualized 4.5% to $26.6 billion over the five years to 2020. This includes a forecast decline of 7.3% in 2020 alone
as the spread of COVID-19 (coronavirus) reduces investment in new buildings and structures.

The industry's largest market has been in Alberta's oil, gas and mining industries, the performance of which hurt the
industry severely. As a result, the industry has diversified its revenue streams with residential and commercial
construction becoming larger market segments alongside transportation infrastructure projects. Moreover, major
industry operators have invested more in technology through acquisitions and organic innovation. Implementation of
digital technology to everyday processes and artificial intelligence for increased efficiency have become gradually
more important for the industry. Profit, defined as earnings before interest and taxes, is expected to fall to 7.3% of
revenue in 2020, with lower demand forcing operators to compete on price.

The industry is expected to perform better over the five years to 2025, as public infrastructure investment and the
value of nonresidential construction increase. Private investment is expected to drive new growth, particularly in
power-generation engineering services as Canada aims to transition to cleaner energy sources and maintain
existing facilities. Moreover, growth in commercial and infrastructure projects is expected to aid demand further. As a
result, industry revenue is projected to increase at an annualized rate of 2.2% to $29.8 billion over the next five
years.
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Industry Performance

Key External
Drivers

Value of nonresidential construction

The Canadian Engineering Services industry provides services across the entire construction sector and is crucial
for heavy industrial construction. As the value of nonresidential construction rises, these projects become more
lucrative, which attracts investment and increases project origination. Consequently, demand for engineering
services increases to fulfill these projects. The value of nonresidential construction is expected to decline in 2020,
posing a potential threat to the industry.

 

Government consumption and investment

Government expenditure and investment measures the total value of services produced by federal, provincial and
local governments, as well as investment in fixed assets. The industry mainly benefits from investment in fixed
assets, as this includes construction activity and other major infrastructure planning. Government consumption and
investment is expected to grow in 2020, representing a potential opportunity for the industry.

 

Aggregate private investment

The industry generates a significant share of its revenue from the origination of new projects that require
engineering services to complete. As a result, growth in aggregate private investment tends to spur new project
origination as businesses expand and new buildings, factories and industrial complexes are built. Aggregate private
investment is expected to decline in 2020.

 

Overnight rate

The overnight rate represents the interest rate at which major Canadian financial institutions can borrow and lend
short-term funds to one another. The rate is set by the Bank of Canada and sets the standard for interest rates. The
Engineering Services industry in Canada provides services to a variety of large projects that are often funded
through lending. When the rate rises, the expense associated with a project is expected to increase. The overnight
rate in the United States can also have an effect on industry revenue, as a percentage of revenue is generated
through export services. The overnight rate is expected to decrease in 2020.
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Current
Performance

The Engineering Services industry in Canada has struggled amid major
headwinds in its largest service segments over the five years to 2020.

Prior to the period, the industry was at an all-time high as strong business activity led to significant investment in
nonresidential construction projects. However, declining oil and commodity prices between 2015 and 2016 caused
new energy, mining and metallurgy projects to be delayed or cancelled. These adverse conditions facilitated a
slowdown in nonresidential construction activity, especially in resource-rich provinces, such as Alberta. This caused
industry revenue to contract significantly in 2017. Moreover, the poor economic landscape in Canada as a result of
the spread of COVID-19 (coronavirus) has reduced consumer spending activity and fuelled a reduction in corporate
profit and business confidence in 2020. As a result, investment into new buildings and projects that require industry
services is expected to fall, leading to a continuation of the recent industry trend of revenue loss. Overall, industry
revenue is expected to decline an annualized 4.5% to $26.6 billion over the five years to 2020, with a forecast
decline of 7.3% in 2020 alone.

WEAKER INVESTMENT

As many Canadian sectors are dependent on commodity prices, slowing
global demand for Canadian natural resources and lower corporate profit
levels have caused many companies to reconsider new investments in
factories, offices and facilities construction and renovations.

A forecast decline in the value of nonresidential construction at an annualized rate of 3.6% fuelled the recent
contraction in industry revenue. Canada's mining and oil extraction industries, which are among the largest in the
world, were the most hurt by falling commodity prices. The price of crude oil collapsed during the five-year period as
demand from China and other emerging economies fell and global supply increased. Moreover, slowing global
construction caused declines in the price of other raw materials, such as steel. Consequently, investment in mining
and oil extraction slowed, which reduced demand for engineering services, such as design, planning and studies on
feasibility and new facilities. This is reflected in the steep decline of revenue in the engineering services industry of
Alberta, which contains the majority of Canada's oil and gas supply.

As a result of slowing demand, industry operators have tried to offer more value-added services. Operations and
maintenance services have become a greater part of industry service offerings as engineering operators seek to
secure long-term contracts that ensure more consistent revenue sources. Additionally, independent advisory
services have become increasingly popular over the past five years to ensure regulatory compliance. These
services are highly profitable for industry operators and have become increasingly important to overall industry
performance. Moreover, Ontario has become the largest source of revenue in the industry as a result of the growth
of engineering services for transportation infrastructure projects and commercial buildings.

GOVERNMENT INTERVENTION
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Government spending also supports industry growth.

Historically, all levels of the Canadian government have underinvested in infrastructure. According to a 2019 report
from the Canadian Union of Public Employees (latest data available), the country has a municipal infrastructure
deficit of more than $150.0 billion. In response, the federal government worked to bridge a portion of the deficit by
committing $40.0 billion to infrastructure development prior to the period. In 2020, government bodies and nonprofit
institutions are estimated to account for 26.2% of industry revenue, up from an estimated 18.7% in 2015.
Government expenditure and investment is expected to grow an annualized 2.5% over the five years to 2020,
helping to mitigate declining demand from private businesses to a degree. Most of this spending has been on
infrastructure projects related to transportation services and routes.

Due to the spread of the coronavirus, the Canadian Government announced it would be accelerating $2.2 billion of
funding for annual infrastructure projects through the Gas Tax Fund. This funding has the potential to spark
significant growth in demand for industry services, including consulting, design and feasibility studies.

TECHNOLOGY

Prior to the period, rising commodity prices and low interest rates helped
investment in new industrial and manufacturing facilities surge.

However, slowing demand for engineering services caused industry operators to engage in price competition and
endure lower profitability. Industry profit, measured as earnings before interest and taxes, has fluctuated over the
past five years and is expected to fall from 9.0% of revenue in 2015 to 7.3% in 2020. Lower profit has also been a
result of industry wages, which are expected to fall at a slower rate than revenue. This has spurred technological
developments to improve efficiency and services in search of higher-value activities. Acquisitions have focused
primarily on the technological expertise of smaller enterprises that could propel revenue growth. Also, an increased
focus on reducing workforces and cutting nonessential spending to reduce profit loss has resulted in fewer industry
employees. Overall, industry employment is projected to decline at an annualized rate of 1.3% to 137,910 workers
over the five years to 2020, as many operators become hesitant to hire new full-time workers. In response to the
poor industry landscape and increased consolidation activity, the number of industry enterprises is forecast to fall at
an annualized rate of 0.4% to 27,368 companies during the same period. This activity highlights the difficulty of
industry operations over the past five years and the efforts of industry operators to maintain operations during the
volatility.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Value of non-
residential

construction
($b)

2011 29,858 16,139 26,690 24,363 139,094 N/A N/A 11,725 N/A 165
2012 32,467 17,159 27,140 24,858 148,835 N/A N/A 12,880 N/A 176
2013 35,564 17,488 29,902 27,364 146,376 N/A N/A 12,835 N/A 184
2014 35,785 18,256 31,044 28,105 146,820 N/A N/A 13,042 N/A 191
2015 33,587 17,071 31,277 27,930 147,072 N/A N/A 13,337 N/A 173
2016 31,708 16,269 31,584 28,312 154,205 N/A N/A 13,258 N/A 156
2017 30,056 16,127 31,596 28,288 147,885 N/A N/A 12,445 N/A 160
2018 29,047 16,272 32,014 28,663 146,505 N/A N/A 12,434 N/A 161
2019 28,729 16,092 30,997 27,752 144,847 N/A N/A 12,294 N/A 161
2020 26,635 14,097 30,463 27,368 137,910 N/A N/A 11,644 N/A 144
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Industry Outlook
Outlook The Engineering Services industry in Canada is anticipated to return to

growth over the five years to 2025.

Recently announced increases to government investment in public infrastructure projects are expected to boost
industry growth alongside a general economic recovery. Increased government support is expected to also
encourage private companies to upgrade and build new facilities. Most notably, power generation engineering
services are expected to grow as a proportion of industry revenue as Canada focuses on moving to more efficient
energy sources. As a result, the industry is expected to expand an annualized 2.2% to $29.8 billion over the five
years to 2025. However, historically low oil prices may threaten investment in these efficient energy sources and
continue to limit investment spending by oil and gas operators, threatening industry growth potential.

INVESTMENT RECOVERY AND THREATS

After years of government budget cutting, it appears the trend in
government spending is shifting back toward supporting public
investment projects.

In recent years, the Canadian government has promised to reverse years of austerity policy and increase
infrastructure spending. The 2014 New Building Canada Plan represents a 10-year spending initiative totalling more
than $46.0 billion that supports construction projects at the regional, provincial and municipal levels. The plan is
made up of several components that include the Community Improvement Fund, which consists primarily of funding
from gas taxes; the New Building Canada Fund, which creates a national and provincial-territorial infrastructure
funding component; and the P3 (Public-Private Partnerships) Canada Fund, which will be administered by PPP
Canada.

While a significant increase in government funding will likely result in more industry revenue being generated by that
market segment, private financing is also forecast to increase. Over the next five years, private funding for
construction and infrastructure projects is projected to increase as downstream businesses seek to meet increased
demand for products and services. Overall, aggregate private investment is forecast to grow an annualized 3.3%
over the five years to 2025.

Canada's four largest provincial economies, Alberta, British Columbia, Ontario and Quebec, already have some
projects slated for the next five years. Alberta is expected to begin constructing new biofuel production facilities,
while British Columbia is expected to develop renewable energy through new hydroelectric and wind power facilities.
Mining companies in Ontario will expand operations of the Vale copper mine and Detour Lake project. Alcoa
Corporation, one of the world's largest producers of aluminum, is expected to modernize its Quebec facilities.
Consequently, the value of nonresidential construction, which encompasses all of these projects, is expected to
increase at an annualized rate of 4.6% over the five years to 2025, and will likely be the primary driver of industry
growth.

However, volatility in commodity prices, particularly the world price of crude oil, will likely continue to pose a threat to
industry growth via a reduction in investment in new infrastructure spending. Political turmoil and trade tensions,
both in Canada and between Canada's major trade partners, are anticipated to also pose a threat to the growth of
investment in nonresidential construction over the next five years. The industry often provides services for large
projects that are funded through borrowing. As a result, rising interest rates will increase the overall cost of the
project. The overnight lending rate, set by the Bank of Canada, represents the rate at which financial institutions can



Engineering Services in Canada August 2020

14 IBISWorld.com

borrow and lend from one another and influences the rate institutions charge to businesses and consumers. In
general, when the overnight rate is low, funding is more accessible for businesses and consumers, resulting in
higher demand for industry services. However, IBISWorld expects the overnight rate in Canada to increase over the
next five years, posing a potential threat to industry growth.

PROFIT AND ENTERPRISES

With demand for overall engineering services expected to increase, new
companies will likely enter the industry.

The number of enterprises is expected to grow an annualized 1.0% to 28,785 companies over the five years to
2025, with the majority being nonemployers and small operators. Additionally, industry employment is forecast to
grow an annualized 1.6% to 148,989 workers during the period. Although competition is forecast to increase,
heightened downstream demand for industry services, as a result of improved commodity prices and corporate
profit, should result in growth in profit. Industry profit, defined as earnings before interest and taxes, is expected to
reach 10.0% of revenue in 2025. Profit growth is also expected to occur as a result of greater focus on higher-value
services, such as maintenance and operations.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Value of non-
residential

construction
 ($b)

2020 26,635 14,097 30,463 27,368 137,910 N/A N/A 11,644 N/A 144
2021 29,047 15,862 31,619 28,303 146,228 N/A N/A 12,417 N/A 151
2022 30,848 16,701 32,457 28,982 152,448 N/A N/A 12,994 N/A 162
2023 29,197 15,951 31,870 28,526 147,184 N/A N/A 12,495 N/A 170
2024 29,335 16,012 31,961 28,603 147,511 N/A N/A 12,530 N/A 175
2025 29,755 16,208 32,180 28,785 148,989 N/A N/A 12,666 N/A 180
2026 30,745 16,669 32,628 29,148 152,470 N/A N/A 12,987 N/A 185
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry is growing at a slower rate than the overall economy

The industry's market segments are relatively stable and are not expected to change

Downstream businesses have widely accepted and adopted the industry’s services

The Engineering Services industry in Canada is in the mature phase of its life cycle. Industry value added (IVA),
which measures an industry's contribution to the overall economy, is projected to decrease at an annualized rate of
0.5% over the 10 years to 2025. Alternatively, Canadian GDP is expected to grow at an annualized rate of 1.4%
during the same period. Alongside this discrepancy, the number of enterprises is anticipated to increase at an
annualized rate of 0.3% over the 10 years to 2025, while products that the industry services are not expected to
change during this time frame. These are characteristics of a mature industry that experienced a setback over the
five years to 2020, but has positive prospects over the five years to 2025.

Also, downstream businesses have widely accepted and adopted the industry's services, further boosting demand.
The industry's downstream markets are diverse, including the public and private sector, construction and
maintenance industries, mining and energy companies and industrial and transportation operators. Moreover, the
major markets are relatively stable and are not expected to change during the period.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Utilities In Canada

Construction In Canada

Mining In Canada

Manufacturing In Canada

2nd Tier

Consumers in Canada

Key Selling Industries
1st Tier

Software Publishing in Canada

Finance and Insurance In Canada

Accounting Services in Canada

Surveying & Mapping Services in Canada

2nd Tier

Computer Manufacturing in Canada

Computer Peripheral Manufacturing in Canada

Navigational Instrument Manufacturing in Canada

Products & Services

  ENERGY, MINING, METAL AND CHEMICAL

In 2020, energy, mining, metals and chemical projects are expected to
account for 14.2% of revenue for the Engineering Services industry in
Canada, down from 30.8% in 2015.

An increase in the global demand for hydrocarbon (oil, natural gas and coal) energy, as well as other commodities,
has propelled new projects related to the drilling, mining, exploration and transportation of commodities and related
products. However, slowing economic growth in emerging nations led to falling demand for commodities and an
expedient drop in oil and natural gas prices between 2015 and 2016, which has depressed demand for oil and gas
engineering services in recent years. A global supply glut caused by a price war between Russia and Saudi Arabia
and lower demand related to consumer activity that was affected by the spread of COVID-19 (coronavirus) is
expected to hurt downstream demand from this market in 2020. This hurt what was traditionally the industry's largest
service segment, with the industry in Alberta plummeting during the period. The origination of new projects in the
petroleum, petrochemical and metallurgical industries has fallen heavily. As a result, this segment's share of
revenue has declined significantly over the five years to 2020.

RESIDENTIAL, COMMERCIAL AND INSTITUTIONAL BUILDING

Residential, commercial and institutional engineering services are
expected to account for 23.2% of revenue in 2020, up from 16.5% in 2015.

This includes revenue related to the construction and renovation of residences, offices, retail locations, healthcare
facilities and hotels. Revenue growth from residential projects is fuelled by growth in demand for single and
multifamily housing units. In Canada, residential construction activity increased modestly between 2015 and 2019,
as low lending rates and rising disposable incomes increased housing affordability.

Engineering services for new and existing commercial and institutional buildings include mixed-use buildings that
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are predominantly used for business purposes. Projects include office buildings, shopping centres, hotels,
restaurants, service stations, warehouses, hospitals, schools, churches, prisons, stadiums and museums. Over the
five years to 2020, commercial and institutional engineering services have vacillated, especially in resource-rich
regions, such as Alberta, as lower demand for Canadian commodities led to declining nonresidential construction
activity. However, the share of this segment has increased due to the decline in revenue from the mining and
chemical segment.

POWER GENERATION

Engineering services for power generation projects include the
construction and maintenance of traditional thermal power plants,
alternative power plants (solar, hydropower and geothermal), electric
transmission lines and electrical substations.

In 2020, this segment is expected to account for 11.5% of industry revenue, up from 9.9% in 2015. The power
market has been vital to engineering revenue over the past five years, as replacement rates for aging power
infrastructure have increased and an expanding and progressively wealthy Canadian population bolstered overall
demand for electricity.

TRANSPORTATION SERVICES

Transportation engineering services are expected to account for 17.6% of
revenue in 2020, up from 9.1% in 2015.

This segment includes providing design, plans and studies related to the construction of highways, roads, streets,
bridges, tunnels, railways, subways, airports, harbours and other transportation infrastructure. A significant portion of
revenue from this segment is dependent on government spending for infrastructure developments. Global spending
on transportation-related infrastructure projects has increased over the past five years. Moreover, the rapid
emergence of public-private partnerships (PPPs) has provided a steady demand for engineering services related to
infrastructure and transportation projects. PPPs are unique funding structures, whereby the private sector is
responsible for the design, engineering, construction and overall financing of public infrastructure projects, while the
government then leases these developed assets, such as an airport or harbour facility for long durations, often up to
30 years. Moreover, increased spending on infrastructure by provincial governments, such as Ontario and Quebec,
has bolstered revenue in this segment, which has grown as a share of industry revenue over the past five years.

ADVISORY, PROJECT MANAGEMENT, ENVIRONMENTAL AND OTHER SERVICES

Advisory, project management, environmental and other services are
estimated to account for 33.5% of industry revenue in 2020, down
marginally from 33.7% in 2015.

These services are typically included in bundled services. However, some operators may require independent
engineering services for compliance or insurance reasons. Additionally, the industry offers engineering services for
other sectors such as telecommunications and broadcasting and industrial machinery and hazardous and industrial
waste systems.

Demand
Determinants

Demand for services provided by the Engineering Services industry in
Canada is principally determined by investment trends into buildings,
structures, capital equipment and the environment and design content of
new projects.

Growth in gross fixed capital, particularly in nonresidential construction, directly stimulates demand for engineering
services in the preplanning, which includes assessment and feasibility, design and management of projects.

Both residential and nonresidential construction are major revenue sources for the industry, so the value of these
markets can have a strong influence on industry performance. If the value of construction declines, the level of
investment in new projects will suffer and therefore demand for engineering services will fall. The value of
nonresidential construction declined sharply in 2015 and 2016, which led to poor industry performance. Part of this
decrease in nonresidential value is tied to declining oil prices in those years, which hampered investments by energy
and mining industry operators in these kinds of projects. A similar pricing landscape for oil and gas products in 2020
is expected to contribute to the forecast decline in industry revenue, with demand for investment from this market
expected to decrease. Lower levels of consumer spending activity and consumer demand for travel due to the
spread of COVID-19 (coronavirus) are expected to keep oil and gas prices low in 2020. This is expected to keep the
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value of nonresidential construction low and delay public investment in transportation services, with low fuel prices
reducing the urgency of finding more economical transportation alternatives. Ultimately, this is forecast to reduce
demand for industry services, continuing the recent industry decline.

The government is also a major revenue generator since it is the initiator of many large projects that require
engineering services. The government segment of industry revenue is the most stable since it has less exposure to
commodity price fluctuations and has been on a mission to invest in new infrastructure and other major public
projects. Government investment and overall expenditure can boost industry revenue by demanding engineering
services for public works and also by fomenting other downstream markets to start new projects. Demand from
government projects is often countercyclical, increasing when the economy is declining and vice versa. This helps to
moderate revenue volatility in the industry and is expected to moderate the decline in 2020 revenue as a result of
the spread of the coronavirus. In 2020, IBISWorld expects government consumption and investment to increase
3.1%, which should lead to projects that demand industry services.

Lastly, since the industry provides services for a variety of large projects that are often funded through lending,
interest rates have an effect on industry demand. The Bank of Canada's overnight rate represents the rate at which
major financial institutions can borrow and lend. Over the five years to 2020, this rate has been at historic lows in an
effort to boost lending liquidity. The overnight rate in Canada had been growing since 2017, before it was slashed in
2020 to boost financing after the spread of the coronavirus. Overall, the industry depends on the general economy
and the ability for operators across different industries to invest in new projects.

Major Markets

  PRIVATE BUSINESSES

Private businesses are the largest market for operators in the Engineering
Services industry in Canada, estimated to account for 62.4% of revenue in
2020, down from 69.4% in 2015.

Major companies require engineering services for a variety of construction processes ranging from major
commercial and industrial buildings to large residential complexes. In Canada, energy, mining and natural resource
companies represent a significant source of demand within the private businesses market, as engineers are used to
design, develop and maintain complex machinery used in drilling, refining and other processes. Moreover, engineers
are contracted to ensure structural safety of facilities related to these markets.

Over the five years to 2020, demand from private businesses is expected to fall as declining commodity prices
stalled production and development projects in the energy and mining sectors and delayed commercial construction.
Over the five years to 2025, the share of revenue generated by this segment is expected to grow as a result of low
interest rates and overall economic growth in Canada.

GOVERNMENT, INDIVIDUALS AND NONPROFIT ORGANIZATIONS

Government bodies require engineering services for nonbuilding
infrastructures, such as roads, water storage facilities, power plants and
pipelines.

The public sector also relies on engineering companies for the planning and design of nonresidential buildings,
including offices, hospitals, correctional facilities, stadiums and schools. Individuals and nonprofit organizations
require engineering services for residential projects and for commercial construction in the case of nonprofit
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organizations. In 2020, sales to this market segment are expected to account for 26.2% of industry revenue, up from
18.7% in 2015.

Over the past five years, demand from this market has grown, as rising consumer spending spurred demand from
individuals and households, while the emergence of public-private partnership arrangements, in which the burden of
financing and operation costs are shared between the government and private sector, provided new sources of
funding for costly infrastructure projects.

SALES OUTSIDE OF CANADA

Engineering services outside of Canada are expected to account for
11.4% of industry revenue in 2020, down from 11.9% in 2015.

The industry's revenue includes foreign-service contracts. Over the past five years, volatile construction markets in
the United States have led to the decline in revenue generated by this market segment.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Engineering Services industry in Canada is a service industry and therefore does not participate in international
trade. However, services are provided to international businesses, particularly those in the United States. According
to a 2018 report from Engineers Canada (latest data available), Canada ranks among the world's leaders in
exporting engineering services. The organization estimates that Canada is the third-largest exporter of engineering
services behind the United States and the United Kingdom. Canadian companies have provided services in more
than 125 international markets and account for nearly 4.0% of the international market.

Business
Locations

  The geographic spread of the Canadian Engineering Services industry in the smaller regions of Canada, such as Manitoba, New
Brunswick, Newfoundland, Nova Scotia, the Northern Territories, Prince Edward Island and Saskatchewan, is generally in line
with the regions' shares of the population. However, the distribution among Alberta, British Columbia, Ontario and Quebec varies
from the population and is largely dependent on economic performance and the downstream industries that operate in the
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territory.

Ontario

In 2020, Ontario contains an estimated 32.7% of industry establishments. While the proportion is below the province's share of the
national population (38.8%), it is still home to the largest concentration of industry locations. One of the most significant drivers of
economic growth in Ontario is the investment in plants and equipment, two areas that typically demand engineering services
during the construction and implementation process. According to 2018 figures from Engineers Canada (latest data available), the
territory is expected to experience relatively high GDP growth of more than 1.6% per year until 2025. Moving forward, demand for
engineering services in Ontario will be driven by significant investments in power generation and manufacturing markets. Ontario
has become the largest source of revenue for the industry during the five-year period as investment in infrastructure and
residential and commercial projects have grown and Alberta's share has declined.

Alberta

In 2020, an estimated 31.0% of industry establishments will be located in Alberta, which is well above the province's 11.6% share
of the population. The significant discrepancy is primarily driven by Alberta's petroleum industry. Alberta is the country's largest
producer of conventional crude oil, synthetic crude oil and natural gas. Furthermore, the province is the world's second-largest
exporter of natural gas and the fourth-largest producer. Also, Alberta has some projects scheduled, including the construction of
biofuel production facilities; government infrastructure projects for water; sewers and roads; and hospital and school construction.
Alberta's share of establishments has declined alongside its share of industry revenue as a result of the petroleum industry's
recession over the past five years.

British Columbia

British Columbia is home to an estimated 15.0% of industry establishments in 2020, which is slightly above its 13.5% share of the
total population. Over the five years to 2020, the province is expected to experience stronger GDP growth when compared with
the rest of Canada. According to 2018 figures from Engineers Canada (latest data available), engineers in British Columbia have
the highest median age, which may create opportunities for new engineering graduates, as engineers in the province retire over
the five years to 2025.

Quebec

Quebec contains an estimated 13.6% of total industry establishments in 2020, which is well below its 22.5% share of the
population. The industry's largest operator, SNC-Lavalin Group Inc., is located in Quebec. Unfortunately for the province, the
construction sector is expected to decline over the five years to 2025. Quebec has an aging population and as a result, investment
from the residents and the provincial government is expected to slow.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Engineering Services industry in Canada is characterized by many small establishments that typically operate in
a regional market or specialize in niche activities. Sole proprietors largely make up the industry with nonemployers
typically accounting for more than 60.0% of establishments. Consequently, the industry has a low concentration with
the four largest companies accounting for an estimated 19.5% of industry revenue in 2020. Establishments with
more than 100 employees account for just 2.1% of total industry locations. Large companies, such as SNC-Lavalin
Group Inc., are uncommon. The steep decline in revenue from the oil and gas sector, where many of the industry's
largest players have significant operations, has conceded a significant amount of market share to smaller operators
that generate their revenue through other markets. Overall, IBISWorld expects the industry's market share
concentration to decrease over the five years to 2020.

Key Success
Factors

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

Ability to compete on tender:
Successful operators are capable of winning contracts through tender without compromising long-term profitability.

Access to a highly skilled workforce:
Engineering involves applying scientific, technical and practical knowledge. Consequently, successful operators are
able to attract and retain highly skilled workers.

Having a good reputation:
Operators in the industry cannot compete on price alone. As a result, it is important that operators have a track
record of timeliness and success to build a good reputation.

Ability to quickly adopt new technology:
Successful operators have knowledge of technological advancements, mostly in downstream markets that affect
design and construction services.

Ability to establish remote work arrangements for employees:
Many industry services can be completed by employees working from a remote setup. To maximize employee safety
and continue operating, operators must have the ability to establish remote work arrangements.
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Cost Structure
Benchmarks

  Profit

Profit, defined as earnings before interest and taxes, is expected to
account for 7.3% of industry revenue in 2020, down from 9.0% in 2015.
Between 2015 and 2016, the decline in private nonresidential
construction caused more operators to compete on price for fewer new
contracts. Price competition has remained strong and wages are
expected to fall at a slower rate than revenue, placing downward
pressure on industry profit. In an attempt to preserve profit, operators
have increasingly focused on core engineering functions, acquired
smaller companies and implemented innovative technology.

 

  Wages

Labour in this industry is highly skilled and often focuses on research
and development. Wages are expected to account for 43.7% of
revenue in 2020, up from 39.7% in 2015. This is primarily a result of the
industry's required labour skills, which have remained constant despite
consistently declining revenue during the period.
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  Purchases

Purchases in the industry include the materials and basic equipment
required to complete a project. Purchase costs can vary based on the
contract type. Fixed-price contracts require an operator to name an up-
front price based on all costs and the desired profit, while reimbursable
contracts have a varying price based on the costs incurred for time and
materials. The share of purchases varies significantly by project and
type of engineering service provided. Purchases are estimated to
account for 26.9% of industry revenue in 2020, down from 27.2% in
2015.

 

  Marketing

Marketing expenses are expected to account for 0.4% of revenue in
2020, remaining steady during the period.

 

  Depreciation

Depreciation is expected to account for 2.0% of revenue in 2020, down
from 2.1% in 2015. Industry operators have responded to the recent
decline in industry revenue by lowering capital investments, which has
slightly lowered the level of depreciation.

 

  Rent

Rent expenses are expected to account for 3.2% of revenue in 2020,
but vary significantly by the size of the company. Small companies and
nonemployers incur larger rental expenses as a share of revenue than
large, established engineering operators. Rent costs are expected to
decline as a share of revenue over the five years to 2020.
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  Utilities

Utilities are expected to account for 0.3% of revenue in 2020, remaining
steady during the period.

 

  Other Costs

Operators have other miscellaneous expenses, including insurance,
travel costs, interest charges, legal fees and other business fees.
These costs are estimated to account for 16.2% of industry revenue in
2020, down from 17.6% in 2015.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  Competition is high in the Engineering Services industry in Canada as a
result of the large number of operators and the high level of skill and
complexity involved in carrying out services.

Operators compete based on experience, established relationships, reputation and price. Operators specializing in
niche markets, such as nuclear or renewable power generation, oil and gas, chemical or electrical services, are
commonplace in the industry.

INTERNAL COMPETITION

Competitive conditions in the industry can be intense, particularly among
small-scale operators in regional or territorial markets.

Furthermore, in specialized markets, a close relationship often exists between consultants and clients. Some
engineering companies will hire or appoint former employees of the client as the principal consultants. This strategy
helps to ensure that the consultant possesses intimate knowledge of client requirements and streamlines
operations.

Increasingly, large-scale industry operators have sought to acquire these small operations in an effort to expand
services and potentially reach new downstream markets. The industry's largest operators have the capacity to
compete across all market segments and geographic markets. Large-scale operators are able to provide substantial
technical and financial resources via their global network of branches and attract sufficient skilled labour to expand.
In addition, the leading operators in this industry are increasingly forging close relationships with global partners that
can provide them with access to advanced technology, vast financial resources and international marketing
capacities. Lastly, price is often a significant factor in tendering for public-sector and private-sector contracts. Clients
will typically hire the operator that can successfully complete a project at the lowest cost.

EXTERNAL COMPETITION
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Due to the level of regulation to participate in the industry, operators
experience very little external competition.

Some downstream clients, including construction companies, do hire engineers to provide services in-house to
reduce expenses. Nevertheless, in-house hires have not had an effect on demand for industry services and are
unlikely to influence the industry over the five years to 2025.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing
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  Barriers to entry in the Engineering Services industry in
Canada are moderate. The technical complexity of most
projects effectively impedes the entry of new competitors.
Many projects require a variety of tasks, including project
feasibility, procurement, production line design,
implementation and construction design and
management. Consequently, the minimum qualification to
provide engineering services is a degree in engineering or
applied science from a program accredited by the
Canadian Engineering Accreditation Board. Typically, new
entrants must also complete an internship program, have
its work reviewed and pass an exam, which differs for
each provincial territory.

Scale can often pose an additional barrier to entry for
operators that do not have the resources or capacity to
complete complex projects, such as nuclear power plants
or oil rigs. Intimate knowledge of client requirements
stemming from a close and exclusive relationship
between consultants and clients often forms a barrier to
entry for new entrants. Similarly, operators generally need
to have prior experience in designing projects to address
the needs of highly specialized industries. For these
reasons, new entrants and smaller operators commonly
rely more on marketing techniques and word-of-mouth
recommendations than large, established enterprises.

The trend toward awarding design and construct
contracts, by both public-sector and private-sector clients,
tends to favour larger operators to the detriment of
independent consultants. Design and construct contracts
provide work to a single company that manages both the
design and construction of a building or project. The more
traditional design-bid-build contract hires an architect or
engineer to complete the design before receiving an
additional bid for the construction work. Consequently,
many larger-scale operators have the in-house capacity to
provide engineering and construction services. This trend
has also led to the development of project consortia (i.e.
strategic alliances comprising engineers, financiers and
construction operators) to bid on contracts, which is likely
to limit the opportunities for new entrants to compete on
these projects. New entrants are less likely to be invited to
join a consortium than existing players with established
credentials. Smaller operators are also unlikely able to
match the financial, technical and networking strengths
when tendering for contracts.

Membership in a professional association may make it
easier for new operators to enter the industry, as
associations often provide technical support on issues
such as professional indemnity, industrial relations, risk
management and terms of engagement. Associations
also provide opportunities to build relationships with
clients or other operators with an established reputation.
Canada has numerous associations that are typically
divided by province. Engineers Canada is a national
organization that serves these regional associations and
helps regulate the industry.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change High  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  The Canadian Engineering Services industry has a moderate level of globalization. According to Engineering News-
Record, the industry's largest operator, SNC-Lavalin Group Inc., generates more than 50.0% of its revenue outside
of Canada. Moreover, Fluor Corporation and AECOM are headquartered in the United States and maintain offices in
Canada. Globalization is expected to increase over the five years to 2025 as the trend of large, multinational
companies continues, making it harder for smaller companies to effectively compete.
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Major Companies

Major Players SNC-Lavalin Group Inc.

Market Share: 8.5%

  SNC-Lavalin Group Inc. (SNC-Lavalin) was founded by Arthur Surveyer in 1911 and is headquartered in Montreal.
Surveyer formed a partnership with Emil Nenniger and Georges Chenevert in 1947 and changed the company's
name to Surveyer, Nenniger & Chenevert. In 1975, it became SNC Inc. In 1991, the two largest engineering
companies in Canada at the time, SNC and Lavalin Inc., joined forces to form SNC-Lavalin Inc. According to the
company's 2019 annual report (latest data available), the company generated $9.5 billion in total revenue and
employed more than 50,000 workers.

The company operates through six major segments, which include infrastructure, mining and metallurgy, oil and gas,
clean power, as well as nuclear and engineering design and project management (EDPM). In 2019, the company's
EDPM segment generated the largest share of its income. SNC-Lavalin provides engineering, procurement,
construction, project management and project financing services to a variety of sectors, including agri-food,
biopharmaceuticals, chemicals and petroleum, the environment, heavy construction, mass transit, mining and
metallurgy, power and water management. The company's Canadian clients include large industrial companies and
small businesses, as well as municipal, provincial and federal governments.

Although it is headquartered in Canada, the company has a significant presence regarding its international
businesses. Over the five years to 2020, the company has expanded overseas through a series of strategic
acquisitions. In April 2017, SNC-Lavalin acquired WS Atkins Ltd., UK-based global engineering service and project
management company. The deal helped to boost SNC-Lavalin's exposure to nuclear, rail and transportation
projects.

Financial performance

SNC-Lavalin's industry-relevant revenue is estimated to decline at an annualized rate of 8.9% to $2.3 billion over the
five years to 2020. The company has struggled significantly amid political turmoil and falling headwinds in the oil and
gas sector. SNC's revenue fell in 2016 due in part to a decline in project investment fuelled by falling oil prices that
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hurt the whole industry. Revenue continued to decline in 2017 due to a decrease in revenue share generated in
Canada. Between 2018 and 2019, SNC-Lavalin's revenue increased slightly as the value of nonresidential
construction improved and due to revenue generated from Atkins. However, revenue is expected to decline 7.4% in
2020 alone, due to historically low oil and gas prices, combined with the poor economic landscape related to the
spread of COVID-19 (coronavirus). Additionally, the company has endured strong headwinds from the political
turmoil generated from allegations of corruption in regard to bribery of foreign governments for contracts. This has
only weighed down the company's performance in a recently struggling industry. It has also harmed the company's
operating profit, defined as earnings before interest and taxes, which is expected to decline an annualized 10.1% to
$120.4 million over the five years to 2020.

 
SNC-Lavalin Group Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 3,621.5 N/C 204.9 N/C
2016 2,957.9 -18.3 167.5 -18.3
2017 2,435.4 -17.7 175.3 4.7
2018 2,440.3 0.2 83.0 -52.7
2019 2,454.3 0.6 131.4 58.3
2020 2,273.6 -7.4 120.4 -8.4

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies Fluor Corporation

  Market Share: 4.3%
  Fluor Corporation (Fluor) was founded in 1980 and incorporated in 2000. Currently headquartered in Irving, TX, the

company has about 50,000 employees and has operations in 25 countries. Fluor is divided into four business
segments, which include energy, chemicals and mining; industrial, infrastructure and power; government; and
diversified services. According to Fluor's 2018 annual report (latest data available), the energy, chemicals and
mining segment is the company's biggest earner, accounting for 45.0% of the backlog, followed by the industrial,
infrastructure and power sector at 38.0%, government at 11.0% and diversified services at 6.0%.

The company's Canadian operations, operating as Fluor Canada Ltd., dates back to 1949, when the company was
incorporated in Montreal. Over the five years to 2020, key Canadian engineering projects have included the Kearl
Oil Sands Project and the North West Redwater Sturgeon Refinery construction project. The company remains
heavily dependent on demand from new oil and gas and industrial and infrastructure projects. Consequently,
company revenue fell between 2015 and 2017 as investment declined for Canada's oil sands processing facilities.
Also, revenue fell drastically in 2018, as the company completed three substantial domestic projects in 2017. As a
result, the company's market share in Canada has fallen significantly over the five years to 2020. Fluor's industry-
relevant revenue is expected to total $1.1 billion in 2020.

WSP Global Inc.

  Market Share: 3.8%
  WSP Global Inc. (WSP) is currently headquartered in Montreal and has more than 45,000 employees working in

more than 500 offices across 40 countries. WSP provides engineering, consulting, construction and maintenance
services to a variety of industries and markets. According to WSP's 2019 annual report (latest data available), the
company's largest markets are transportation and infrastructure, which accounts for 54.0% of revenue; property and
buildings (23.0%); industry, resources, power and energy (12.0%); and environment (11.0%).

Over the five years to 2020, WSP has expanded its Canadian footprint through various acquisitions. WSP acquired
MMM Group, a leading Canadian engineering consulting company in 2015. In 2018, the company added Louis
Berger Group, Irwinconsult Pty Ltd., UnionConsult Gruppen AS and Kontigo Engineering Inc., to expand the
company's expertise in the United States, Canada and other global regions.

Currently, WSP has about 8,000 employees in Canada alone, highlighting the importance of the company's
domestic operations to its overall performance. Over the past five years, these acquisitions have helped contribute
to revenue growth, despite poor industry performance. Moreover, WSP has benefited from strong demand from the
infrastructure and buildings segment over the past five years. Consequently, the company's industry-relevant
revenue is expected to reach $1.0 billion in 2020.

Stantec Inc.

  Market Share: 2.5%
  Stantec Inc. (Stantec) is an international design and consulting company headquartered in Edmonton, AB, which

was founded in 1954. Stantec offers engineering, architectural, consulting and other professional services across
various operating units. These units are segmented as infrastructure, buildings, water, environmental services and
energy and resources. The company employs about 20,000 employees across 400 locations in 2020. Typically,
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about 30.0% of the company's revenue is originated in Canada through a network of more than 7,000 employees.
Stantec's industry-relevant revenue is expected to total $668.6 million in 2020, representing a 2.5% market share.
The company has fared better than most of its competitors during the period as a result of its focus on infrastructure
rather than the oil and gas sector.

AECOM

  Market Share: 2.3%
  Originally founded in 1980 as Ashland Technology Company, US-headquartered AECOM provides professional

technical, design, engineering and construction support services. Prior to the period, the company vastly expanded
in October 2014, with the acquisition of URS Corporation (URS), a global provider of engineering, construction and
technical services. AECOM employs more than 85,000 employees and has operations in more than 150 countries.
According to the company's 2019 annual report (latest data available), AECOM's global revenue totalled $26.8
billion. Currently, AECOM's operations are organized into three reportable segments that include design and
consulting services (DCS), construction services (CS) and management services (MS). Relevant to this industry is
the company's DCS segment.

AECOM's industry-relevant revenue is expected to reach $621.5 million in 2020. AECOM remains heavily
dependent on crude oil and natural gas production, especially in North America, as the company has revenue
exposure across the energy cycle. Consequently, falling commodity prices between 2014 and 2016, and again in
2020, have continued to pressure company revenue, as AECOM's oil and gas clients have deferred or suspended
construction and engineering contracts.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Engineering Services industry in Canada has a low
level of capital intensity. The industry is service-based and
primarily provides design, assessment and management
services. Consequently, the industry is highly labour
intensive, with wages accounting for an estimated 43.7% of
revenue, while depreciation is estimated to account for just
2.0% of revenue in 2020. As a result, the industry is
expected to allocate $0.04 on capital for every $1.00 spent
on labour.

Capital expenditure primarily includes computer hardware
and software technology, which have become a
requirement for even the smallest industry operators. Over
the past decade, the adoption of new technologies, most
notably computer-aided design (CAD) programs, has
enhanced labour productivity. Also, large scale operators
have invested in a full range of design, measurement and
monitoring equipment. However, the specialist nature of
personnel, particularly in research and development,
remains the heart of the industry. Capital intensity will likely
remain constant over time as operators increasingly use
advanced modelling and communication technologies, but
demand skilled labour to take on expanding operations.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Medium Rate of
Innovation

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

Low Innovation
Concentration

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

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

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

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 additions to the industry is low. This is combined with a low concentration of innovation. Both factors
being low suggests that new technology entry is slow and widespread, which limits the threat of disruptive threats hurting
leading industry operators.

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

Services offered by the Engineering Services industry in Canada are crucial
for the construction and planning of complex infrastructure projects that are
highly capital intensive.

As a result, the most common technological disruptions in the industry apply to smaller-scale markets where engineering
services may not be crucial and can be replaced using new applications and tools. These cases are rare and most of the
industry's revenue is sourced from major construction projects by the government or large corporations. As a result,
technological developments that may curb these projects pose as the most important potential disruptions in the industry.
For example, technological developments in fuel-efficient and environmentally friendly operations have increasingly driven
away demand for fossil fuels, which in turn affects oil refineries and transportation industries. These downstream markets
are major sources of revenue for engineering services, so a decline in downstream investment activity due to technological
disruptions has the potential to hurt the industry's growth.

The level of technology change is    High

  Technological change in the Engineering Services industry in Canada is high,
largely due to the innovation exhibited in downstream markets.

Industry operators must understand the changing technologies across all aspects of construction, industrial production and
environmental processes. Engineers are often asked to provide new solutions to expedite processes and construction to
save clients time, money and resources. Applying these new solutions also comes with inherent risk, as failure will result in



Engineering Services in Canada August 2020

33 IBISWorld.com

delays and increasing costs that can erode profitability. However, success serves to enhance an operator's reputation.

Over time, the industry has also been influenced by broader technology trends. Companies have adopted conventional
communication technology, such as state-of-the-art graphic computing equipment, smartphones and tablets that enable
relatively small organizations to access broad downstream markets and a large geographical spread.

Computer-aided design

The development of computer-aided design (CAD) technology has been one of
the greatest technological advancements within the industry.

Industry operators use computer systems and software to assist in creating, modifying and analyzing a design. CAD
systems can create technical drawings that include much more than the creation of shapes and structures. It contains
information such as materials, processes and dimensions. This approach amalgamates the project process with the
principal business objective of fabricating a design directly from a 3D model.

Furthermore, the evolution of increasingly accurate three-dimensional modelling technology has enabled engineers to
create more complex systems. Computer modelling provides a cost-effective method of project assessment. New mobile
devices, such as tablets, have enabled engineers to travel with the technology from the office to construction sites,
increasing its usability throughout the engineering and construction processes. CAD systems can also be used for building
renovation and maintenance. For example, industry players are relying more heavily on visual imaging technology to
optimize the efficiency of new and old construction projects. Wall-penetrating radar devices enable contractors to heat-map
buildings and better plan insulation and heating, ventilation and air conditioning (HVAC) system integration. These
programs help operators provide a cost-effective method of project assessment.

Artificial intelligence

The implementation of artificial intelligence (AI) has been increasing across
various industries and the Canadian Engineering Services industry is no
exception.

Major industry operators are attempting to combine traditional engineering expertise with innovative digital and
technological processes to surpass competition and improve their efficiency. This adaptation is being satisfied through both
organic research and acquisitions. In 2017, SNC-Lavalin Group Inc. acquired WS Atkins Ltd. to bring in and expand on its
AI capabilities and offer innovative products to the industry. This trend is expected to continue over the five years to 2025.

Revenue
Volatility

The level of volatility is    Low

  The Engineering Services industry in Canada has experienced a low to
moderate degree of revenue volatility over the five years to 2020.
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Industry performance relies on the number of projects that require engineering services and therefore, the level of
investment in the economy. As a result, volatility in investment, commodity prices and the political landscape all contribute
to revenue volatility in the industry. Over the past five years, the industry has endured varied conditions due to changing
macroeconomic factors, such as the spread of COVID-19 (coronavirus) in 2020. Falling commodity and oil prices during
most of the period hurt the value of nonresidential construction and reduced demand for mining, oil, gas and chemical
projects, which led to revenue consistently declining during the period. Over the five years to 2025, industry revenue
volatility is expected to remain at a similar level, as an expected economic recovery may lead to growing demand for
industry services.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

The Engineering Services industry in Canada is under heavy regulation.

To become an engineer in Canada, employees or operators much first graduate with a degree in engineering or applied
science from a program or an institution accredited by the Canadian Engineering Accreditation Board. Engineers must then
complete an internship program under the direction of a P.Eng. or professional engineer. The program is a minimum of four
years, except in Quebec. After the program, a provincial association assesses the engineer's body of work before the
engineer is administered an exam. Exam content and format differs in each province.

In an effort to help regulate the industry, engineers are increasingly required to be members of provincial associations
overseen by Engineers Canada. Engineers Canada is an organization that develops national policies, positions and
guidelines on behalf of the profession. Currently, industry employees and operators are not licensed based on a specific
discipline. However, most provincial associations have a code of ethics that forbid engineers from practising beyond their
level of training and experience.

Given the substantial public-sector contracts for which this industry tenders, many participants hold international
accreditation standards to gain access to the tendering process, including specific accreditation for specialized applications
(e.g. environmental and waste management) and standards requiring a company's commitment to quality.

Furthermore, the industry must adhere to the standards and policies of its downstream markets. Consequently, strict
planning guidelines and mechanical, civil and construction standards govern many aspects of industry activity. Operators
must comply with provincial licensing, building codes, pollution controls and occupational, health and safety regulations.
Although compliance generally adds to the underlying cost of operations, it typically reduces an operator's exposure to
litigation associated with structural design and mechanical faults and also helps lower insurance premiums.

Industry
Assistance

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

The Engineering Services industry in Canada does not receive any direct
assistance.

However, many government agencies favour domestically located companies for publicly funded projects. Furthermore,
many industry operators have benefited from government stimulus and infrastructure spending. In 2016, the federal
government committed nearly $3.4 billion to improve public transit systems across Canada. Moreover, the government will
invest an additional $20.1 billion over the next 11 years, as part of its Public Transit Infrastructure Fund.

Also, some associations represent the industry. Each province has a major engineering association that is overseen by
Engineers Canada. Engineers Canada develops national policies for the profession, including specialization and
certification procedures and manages connections with the federal government. The organization also speaks with the
national media on behalf of the industry.

Due to the spread of COVID-19 (coronavirus), the Canadian Government has instituted a variety of assistance programs
that industry operators are expected to benefit from. For example, the Canada Emergency Wage Subsidy provides up to
$847.00 per week for eligible employers that have been negatively affected by the coronavirus pandemic. Additionally,
operators can take advantage of tax deferrals and improved access to credit and loans to remain liquid. The Canada
Emergency Business Account provides interest-free loans to small businesses of up to $40,000. Large operators can apply
for bridge financing through the Large Employer Emergency Financing Facility.

Additionally, self-employed operators may qualify for a taxable benefit of $2,000 every four weeks, for up to 24 weeks. The
industry has a significant number of self-employed operators, with more than 60.0% of enterprises being nonemployers in a
given year. Additionally, the Canadian Government announced it would be providing support for the energy and
infrastructure sectors, which could increase downstream demand for industry services. For example, the government is
accelerating $2.2 billion in annual infrastructure funding for communities through the Gas Tax Fund. It also announced it
would be providing up to $750.0 million to create an Emissions Reduction Fund, which will allocate money for spending on
investments to reduce greenhouse gas emissions.
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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)

Value of non-
residential

construction
($b)

2011 29,858 16,139 26,690 24,363 139,094 N/A N/A 11,725 N/A 165
2012 32,467 17,159 27,140 24,858 148,835 N/A N/A 12,880 N/A 176
2013 35,564 17,488 29,902 27,364 146,376 N/A N/A 12,835 N/A 184
2014 35,785 18,256 31,044 28,105 146,820 N/A N/A 13,042 N/A 191
2015 33,587 17,071 31,277 27,930 147,072 N/A N/A 13,337 N/A 173
2016 31,708 16,269 31,584 28,312 154,205 N/A N/A 13,258 N/A 156
2017 30,056 16,127 31,596 28,288 147,885 N/A N/A 12,445 N/A 160
2018 29,047 16,272 32,014 28,663 146,505 N/A N/A 12,434 N/A 161
2019 28,729 16,092 30,997 27,752 144,847 N/A N/A 12,294 N/A 161
2020 26,635 14,097 30,463 27,368 137,910 N/A N/A 11,644 N/A 144
2021 29,047 15,862 31,619 28,303 146,228 N/A N/A 12,417 N/A 151
2022 30,848 16,701 32,457 28,982 152,448 N/A N/A 12,994 N/A 162
2023 29,197 15,951 31,870 28,526 147,184 N/A N/A 12,495 N/A 170
2024 29,335 16,012 31,961 28,603 147,511 N/A N/A 12,530 N/A 175
2025 29,755 16,208 32,180 28,785 148,989 N/A N/A 12,666 N/A 180

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Value of non-
residential

construction
(%)

2011 10.8 12.6 2.02 2.13 8.79 N/A N/A 10.5 N/A 5.65
2012 8.73 6.32 1.68 2.03 7.00 N/A N/A 9.84 N/A 6.93
2013 9.53 1.91 10.2 10.1 -1.66 N/A N/A -0.35 N/A 4.83
2014 0.62 4.39 3.81 2.70 0.30 N/A N/A 1.61 N/A 3.79
2015 -6.15 -6.50 0.75 -0.63 0.17 N/A N/A 2.25 N/A -9.46
2016 -5.60 -4.70 0.98 1.36 4.85 N/A N/A -0.59 N/A -9.93
2017 -5.22 -0.87 0.03 -0.09 -4.10 N/A N/A -6.14 N/A 2.17
2018 -3.36 0.89 1.32 1.32 -0.94 N/A N/A -0.09 N/A 0.94
2019 -1.10 -1.12 -3.18 -3.18 -1.14 N/A N/A -1.13 N/A 0.00
2020 -7.29 -12.4 -1.73 -1.39 -4.79 N/A N/A -5.29 N/A -10.6
2021 9.05 12.5 3.79 3.41 6.03 N/A N/A 6.63 N/A 4.58
2022 6.20 5.28 2.65 2.39 4.25 N/A N/A 4.64 N/A 7.90
2023 -5.36 -4.50 -1.81 -1.58 -3.46 N/A N/A -3.84 N/A 4.49
2024 0.47 0.38 0.28 0.26 0.22 N/A N/A 0.27 N/A 3.12
2025 1.43 1.21 0.68 0.63 1.00 N/A N/A 1.08 N/A 2.74

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 54.1 N/A N/A 215 39.3 5.21 84,293
2012 52.9 N/A N/A 218 39.7 5.48 86,535
2013 49.2 N/A N/A 243 36.1 4.90 87,683
2014 51.0 N/A N/A 244 36.4 4.73 88,831
2015 50.8 N/A N/A 228 39.7 4.70 90,681
2016 51.3 N/A N/A 206 41.8 4.88 85,977
2017 53.7 N/A N/A 203 41.4 4.68 84,154
2018 56.0 N/A N/A 198 42.8 4.58 84,873
2019 56.0 N/A N/A 198 42.8 4.67 84,879
2020 52.9 N/A N/A 193 43.7 4.53 84,433
2021 54.6 N/A N/A 199 42.7 4.62 84,915
2022 54.1 N/A N/A 202 42.1 4.70 85,232
2023 54.6 N/A N/A 198 42.8 4.62 84,896
2024 54.6 N/A N/A 199 42.7 4.62 84,939
2025 54.5 N/A N/A 200 42.6 4.63 85,012

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Engineers Canada
http://www.engineerscanada.ca

Engineering News-Record
http://www.enr.com

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

Industry Jargon COMPUTER-AIDED DESIGN (CAD)
The use of computer technology to aid in creating, modifying, analyzing or optimizing a design.

INDUSTRIAL ENGINEERING
Engineering that is focused on optimizing complex processes or systems, including labour, production methods,
materials and the inventory of finished products.

NONEMPLOYER ESTABLISHMENT
A sole proprietorship that is one enterprise, one establishment and one employee.

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

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

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

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

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

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

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

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

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

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

INDUSTRY REVENUE
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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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