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

  INDUSTRY REPORT 56152CA

Tour Operators in Canada

Bon voyage: Geopolitical events could potentially reduce demand for industry services

Carlos Mieles  |  August 2021



Tour Operators in Canada August 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....................................................................18
Business Locations........................................................... 20

COMPETITIVE LANDSCAPE.......................... 22

Market Share Concentration............................................. 22
Key Success Factors........................................................22
Cost Structure Benchmarks............................................. 23
Basis of Competition......................................................... 25
Barriers to Entry............................................................... 26
Industry Globalization........................................................27

MAJOR COMPANIES...................................... 28

Major Players.................................................................... 28
Other Companies.............................................................. 29

OPERATING CONDITIONS............................ 30

Capital Intensity................................................................. 30
Technology & Systems......................................................31
Revenue Volatility..............................................................32
Regulation & Policy........................................................... 32
Industry Assistance........................................................... 33

KEY STATISTICS............................................ 34

Industry Data..................................................................... 34
Annual Change..................................................................34
Key Ratios......................................................................... 34

ADDITIONAL RESOURCES............................35

Additional Resources........................................................ 35
Industry Jargon..................................................................35
Glossary............................................................................ 35



Tour Operators in Canada August 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 Tour Operators industry in Canada has been adjusted to decline 62.0% in 2020 due to decreased
demand amid travel restrictions and sharp contractions in the number of domestic trips by Canadian residents and
inbound trips by nonresidents. However, revenue is anticipated to rebound in 2021. For more detail, please see the
Current Performance chapter.

· The possibility that new COVID-19 (coronavirus) strains arise and existing vaccines do not provide adequate
protection have the potential to reduce Canadians' desire and ability to travel, which could potentially also reduce
demand for industry services in 2021 and slow down the industry's recovery.

· With the widespread vaccination of most of the Canadian population and coronavirus cases falling domestically,
the industry is likely to experience a faster recovery in domestic tour packages in 2021.

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 Companies in the Tour Operators industry in Canada primarily arrange, market and conduct tours, including

wholesale tours, of cities, museums, natural attractions and other places of interest. The industry excludes
companies that primarily provide travel information on an area’s attractions (IBISWorld report 56159CA), as well as
travel agencies (IBISWorld report 56151CA).

Major Players Transat A.T. Inc.

Main Activities The primary activities of this industry are:

Arranging, marketing and conducting tours

Arranging and marketing wholesale tours

The major products and services in this industry are:

International prepackaged tours

Domestic prepackaged tours

International customized tours

Domestic customized tours

Other
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Supply Chain

SIMILAR INDUSTRIES

Scheduled Air Transportation in
Canada

Travel Agencies in Canada Hotels & Motels in Canada Convention & Visitor Bureaus in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Travel Agency Services Tour Operators in the US Travel Agency and Tour
Arrangement Services in Australia

Travel Agencies in China

Tour Operators in the UK Travel Agency and Tour
Arrangement Services in New
Zealand

Travel Agencies and Tour
Operators in Ireland

 

       



Tour Operators in Canada August 2021

7 IBISWorld.com

Industry at a Glance
Key Statistics

$5.8bn
Revenue

Annual Growth

2016–2021

-10.5%

Annual Growth

2021–2026

10.3%

Annual Growth

2016–2026

 

$-161.8m
Profit

Annual Growth

2016–2021

-15.6%

  Annual Growth

2016–2021

 

-2.8%
Profit Margin

Annual Growth

2016–2021

-4.1pp

  Annual Growth

2016–2021

 

1,221
Businesses

Annual Growth

2016–2021

0.5%

Annual Growth

2021–2026

1.0%

Annual Growth

2016–2026

 

8,606
Employment

Annual Growth

2016–2021

-2.9%

Annual Growth

2021–2026

3.1%

Annual Growth

2016–2026

 

$466.4m
Wages

Annual Growth

2016–2021

-0.4%

Annual Growth

2021–2026

4.6%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.5%
Consumer confidence index

0.8%
Per capita disposable income

0.1%
Leisure time

-15.0%
Inbound international travel

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady

MIXED IMPACT

  Life Cycle
Mature   Industry Assistance

Medium / Increasing

NEGATIVE IMPACT

  Revenue Volatility
Very High   Technology Change

High

  Barriers to Entry
Low / Steady   Industry Globalization

High / Steady

  Competition
High / Increasing

 

Key Trends

 As demand for industry services has expanded, the number
of industry establishments will likely grow as well

 Foreign tourist expenditures are expected to have a
substantial influence on industry growth

 The industry is still heavily dependent on personal service

 Increasing competition is expected to cap significant
improvements in profitability

 Canadians are expected to increasingly travel further abroad
in search of more exotic travel experiences

 Industry services are anticipated to remain attractive to
many consumers

 The shock that the pandemic has presented has caused
industry profit to suffer
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Medium & Increasing Level of Assistance

  Low Imports

  Low Customer Class Concentration

  High Revenue per Employee

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Barriers to Entry

  High Competition

  Low Profit vs. Sector Average

  High Product/Service Concentration

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Inbound international travel

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Leisure time
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Executive Summary Bon voyage: Geopolitical events could potentially reduce demand for
industry services

The Tour Operators industry in Canada has been volatile over the five years to 2021. With the domestic economy's
expansions between 2016 and 2019, international trips taken by Canadians increased. In addition, greater
international exposure for the Canadian tourism industry, coupled with overall global economic growth, motivated
more foreigners to visit and book tours in Canada, leading to increased inbound international travel. However, in
2020, the COVID-19 (coronavirus) pandemic shocked the global tourism sector, with countries closing borders,
government authorities keeping only essential businesses open and strict travel restrictions being put in place. As a
result, many travellers cancelled their trips while people that were planning trips ended up delaying them indefinitely,
decimating demand for industry services. As a result, industry revenue is forecast to decline at an annualized rate of
10.5% to $5.8 billion over the five years to 2021. This includes an increase of 62.2% in 2021, which is attributed to
widespread vaccination campaigns now being in place and travel restrictions being likely to ease, enabling tourism
activity to pick up in the second half of 2021. Furthermore, the shock that the pandemic has presented, combined
with the price-competitive nature of the industry, has caused the industry profit margin to suffer during the current
period.

The Tour Operators industry in Canada is anticipated to grow over the five years to 2026, as it grows from a low
base figure. The easing of travel restrictions that governments put in place due to coronavirus, in combination with
pent-up demand to travel and an improving macroeconomic climate, are all expected to drive industry revenue
growth moving forward. For these reasons, the recovery and likely expansion in both inbound tourism to Canada
and international travel by Canadian residents are likely to bolster industry prospects during the outlook period.
However, these factors will also be prevalent in the tourism sectors of other burgeoning tourism countries, such as
Thailand and Mexico, abating further growth in demand for industry services.

Furthermore, other developments that are already threatening the industry are expected to further hinder growth.
For example, the increasing ease of finding travel information online and the proliferation of mobile apps that help
tourists travel is likely to reduce the appeal of industry services to many consumers, reducing industry demand.
Moreover, geopolitical events and the possibility that new coronavirus strains arise and existing vaccines do not
provide adequate protection have the potential to reduce Canadians' desire and ability to travel, which could
potentially also reduce demand for industry services. Nonetheless, tour packages are expected to continue to
appeal to many consumers due to their convenience and affordability. As a result, industry revenue is anticipated to
grow at an annualized rate of 10.3% to $9.4 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Consumer confidence index

Given that tourist trips are relatively expensive, consumers are much more likely to travel when consumer
confidence is high. High consumer confidence is also more likely to encourage spending on auxiliary tourism
services, such as guided tours. As a result, high consumer confidence tends to have a positive influence on industry
revenue. The Consumer Confidence Index is anticipated to increase over 2021, representing a potential opportunity
for the industry.

 

Inbound international travel

According to Statistics Canada, international tourists were responsible for 21.6% of overall tourism spending in
Canada in 2019. Many of these foreign tourists use tour operator services when visiting Canada, particularly those
whose native language is not French or English. As a result, international visitors represent an important source of
industry revenue. Inbound international travel to Canada is forecast to increase in 2021.

 

Leisure time

The more leisure time people have, the more likely they are to spend time travelling and going on vacations.
Consequently, as aggregate national leisure time increases, demand for tour operator services tends to rise as well.
Leisure time is expected to decline over 2021.

 

Per capita disposable income

Levels of per capita disposable income heavily influence discretionary spending, including travel and tourism
expenditures. With more income at their disposal, consumers are able to travel more often and for longer periods of
time, and increase their spending on tour packages. As a result of reduced stimulus, per capita disposable income is
expected to decrease in 2021, posing a potential threat to the industry.
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Current
Performance

The Tour Operators industry in Canada has been volatile over the five
years to 2021.

Leisure travel is a discretionary expenditure, therefore consumer demand for tour packages is usually largely
dependent on disposable income levels and consumer confidence. Between 2016 and 2019, as the domestic
economy expanded, international trips taken by Canadians increased. In addition, global economic growth and
greater international exposure for the Canadian tourism industry encouraged more foreigners to visit and book tours
in Canada, leading to increased inbound international travel. Furthermore, favourable exchange rates resulted in
growth in outbound international travel pre-pandemic, supporting demand for industry services. However, industry
operators have also had to contend with rising competition from online travel services and mobile tour applications
that assist consumers with planning vacations, which reduced consumer incentives to book tours with industry
operators.

In 2020, the COVID-19 (coronavirus) pandemic shocked the global tourism sector, with countries closing borders,
government authorities keeping only essential businesses open and strict travel restrictions being put in place. As a
result, many travellers cancelled their trips while people that were planning trips ended up delaying them indefinitely.
This led to an estimated decline of 62.0% in industry revenue over 2020 as demand for industry services dissipated.
As widespread vaccination campaigns are now in place and travel restrictions are slowly starting to ease, tourism
activity is expected to pick up in the second half of 2021, leading to IBISWorld to forecast industry revenue growth of
62.2% over 2021. However, it will still likely be below pre-pandemic levels. Consequently, IBISWorld anticipates that
industry revenue will decline at an annualized rate of 10.5% to $5.8 billion over the five years to 2021.

TRAVEL BY CANADIAN RESIDENTS

Improvements in consumer sentiment between 2016 and 2019 drove
demand for travel services.

Declining unemployment and rising disposable income, among other factors, have slightly boosted consumer
confidence during the aforementioned years. For most Canadian households, travelling requires a significant
investment of money and time. As a result, the number of trips taken by Canadians and the amount of money spent
on each trip is largely dependent on consumers' overall confidence in the current and future state of the economy.
Between 2016 and 2019, overall growth in the Consumer Confidence Index provided industry operators with mixed
results regarding travel spending. While trips are planned out in advance and typically are not cancelled as a result
of economic changes, the decision regarding the destination is affected indirectly as international travel typically
costs more. An improving economy during the aforementioned years led to increased international travel during
those years, slowing down growth in domestic travel. However, the pandemic has temporarily reduced the number
of international destinations that Canadians can travel to, which likely led to a temporary relative increase in
domestic travel over 2020 and likely into 2021.

Furthermore, as the number of households earning more than $100,000 has increased an annualized 2.2% over the
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five years to 2021, industry operators have experienced growth in this major market segment. Additionally,
consumers within this market segment are more likely to book more complex travel packages, including spending on
tour packages. As demand for industry services has expanded, the number of industry establishments is forecast to
grow as well, rising at an annualized rate of 0.9% to 1,343 locations over the five years to 2021.

INBOUND TOURISM

Between 2016 and 2019, inbound tourism rose every year, however,
significant pandemic-related travel restrictions put in place in 2020 and
2021 led to a significant decline in inbound tourism.

Inbound trips by foreign citizens to Canada are forecast to decrease at an annualized rate of 15.0% over the five
years to 2021. Longer term tourism trends are also important to examine for this industry. International tourism to
Canada has endured a long-term decline over the past two decades, when it peaked in the late 1990s and early
2000s. After a continued decline in inbound trips up until 2009, the Canadian government has put a strong emphasis
on tourism and inbound tourism grew almost every year between 2009 and 2019. However, it has not come close to
its peak as many travellers from key markets are also taking advantage of other, less common destinations than
choosing to travel to Canada. Travellers from the United States, United Kingdom, France and other wealthy nations
that have long represented the most important sources of inbound tourism dollars are increasingly travelling to
developing markets in Asia and the Caribbean, especially as access to travel information has become more
widespread This has pressured potential earnings for Canadian industry operators. However, as the global economy
and the global middle class have grown, the number of tourists from developing countries has grown as well. In
particular, growth in the number of tourists from Mainland China, India and Mexico has been strong and has driven
the industry during the beginning of the current period. Foreign tourists are more likely than domestic tourists to use
tour services when travelling in Canada, primarily because tours can help overcome language and cultural barriers.
As a result, foreign tourist expenditures are still expected to have a substantial influence on industry growth moving
forward.

NON-PANDEMIC EXTERNAL CHALLENGES

While the Tour Operators industry in Canada has had to contend with an
unprecedented pandemic, the industry was already experiencing
obstacles to revenue growth.

While spending on travel is highly dependent on income, it is also heavily affected by the amount of leisure time that
consumers have. As the Canadian and global economies grew between 2016 and 2019, consumers have been
working longer hours, constraining their available leisure time. With less leisure time available, consumers have
been unable to devote as much time to travelling to the detriment of the industry. Furthermore, while leisure time did
go up over 2020, this was due to a significant pandemic-induced spike in unemployment. Additionally, industry
demand has been negatively influenced by the growing proliferation of mobile applications and online resources that
help consumers plan vacations and reduce travel expenses. For example, TripIt is a popular travel organizer that
helps people manage flight, hotel and dinner reservations for a trip. The increased access to travel information and
convenient travel guides has reduced the relative benefits of travelling through a tour package.

INTERNAL CHALLENGES

Industry operators compete fiercely against one another, particularly due
to new websites that enable consumers to compare prices charged by
different companies.

Thus, employees that are hired are expected to have personal contacts, good networking and hands-on local
knowledge. Thus, industry operators seek out skilled employees, which command relatively higher wages. While
wages initially rose between 2016 and 2019 as the industry is still heavily dependent on personal service, the
sudden shock to the industry in 2020, which has continued into 2021, is expected to offset any previous growth in
wages. Therefore, wages are expected to decrease at an annualized rate of 0.4% to $466.4 million over the five
years to 2021.

The shock that the pandemic has presented, combined with the price-competitive nature of the industry, has caused
the industry profit margin to suffer. In 2021, industry profit, measured as earnings before interest and taxes, is
expected to account for a loss of 2.8% of industry revenue, representing a decline from 1.3% in 2016.
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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)

Per Capita
Disposable

Income
($)

2012 9,795 548 1,339 1,271 9,900 N/A N/A 452 N/A 28,883
2013 9,485 653 1,404 1,334 10,727 N/A N/A 459 N/A 29,369
2014 9,632 684 1,288 1,215 10,574 N/A N/A 461 N/A 29,466
2015 9,837 727 1,276 1,190 9,912 N/A N/A 474 N/A 30,804
2016 10,084 649 1,281 1,188 9,959 N/A N/A 477 N/A 30,332
2017 9,396 739 1,361 1,260 9,701 N/A N/A 463 N/A 30,675
2018 9,173 739 1,491 1,378 10,280 N/A N/A 484 N/A 30,647
2019 9,368 621 1,455 1,338 9,906 N/A N/A 502 N/A 30,852
2020 3,563 -194 1,276 1,168 7,433 N/A N/A 373 N/A 33,275
2021 5,780 337 1,343 1,221 8,606 N/A N/A 466 N/A 32,048
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Industry Outlook
Outlook The Tour Operators industry in Canada is expected to grow over the five

years to 2026, as Canadians increase the frequency of their domestic and
international trips, especially as tourism activity in 2021 will likely remain
dampened due to COVID-19 (coronavirus) travel restrictions.

Continued growth in per capita disposable income is forecast to drive the increases in Canadian travel expenditures,
which will likely increase demand for tour packages, boosting industry revenue. IBISWorld also anticipates greater
consumer spending on luxury tours, as more baby boomers retire and demand high-end travel options. However,
other risks factors remain such as uncertainty to the extent and speed that traveller confidence recovers and
whether permanent changes in traveller behaviour occur as a byproduct of the pandemic.

Furthermore, while the domestic and global economic outlook remains less uncertain than in 2020 as widespread
vaccinations globally are improving consumer confidence, there exists the possibility that new coronavirus strains
arise in 2021 and 2022 and existing vaccines do not provide adequate protection. This would likely lead to continued
travel restrictions for certain countries. The strength of the loonie also affects the affordability of many travel
destinations. The loonie is expected to weaken during the outlook period, which may drive tourists to shift to
domestic travel, which is usually less expensive. In addition, while disposable income is expected to increase as
economic growth continues, consumer debt levels have increased over the five years to 2021 and are anticipated to
continue increasing over the next five years. Rising consumer debt in Canada could constrain overall spending,
resulting in a weak consumer confidence, as many individuals have become conservative regarding their spending
habits, especially during the pandemic. Overall, industry revenue is expected to grow at an annualized rate of 10.3%
to $9.4 billion over the five years to 2026. The expectation of increased demand for industry services is likely to
boost the industry profit margin from its expected low base figure in 2021. However, increasing competition is
expected to cap significant improvements in profitability.

REBOUND IN CANADIAN TRAVEL GROWTH

The rate at which Canadians travel is expected to grow from an extremely
constrained base level in 2021, which is due to pandemic-related
restrictions.

As the world population continues to get vaccinated against coronavirus, restrictions will likely ease and pent-up
demand from very few people travelling over 2021 will likely drive tourism activity in the early years of the outlook
period. Rising disposable income will likely encourage consumers to take trips that they previously would not have
taken due to financial stability. A growing share of this travel is forecast to be to foreign countries, as the
development of tourism industries abroad and the growing number of passenger airline routes makes international
travel easier. While popular foreign destinations, such as the United Kingdom, France and Cuba, will continue to
drive growth, Canadians are expected to increasingly travel further abroad in search of more exotic travel
experiences. Consequently, trips outside of North America and Europe, especially to Asia and South America, are
expected to become more common in coming years. As Canadians travel more, demand for tours is forecast to
increase as well. In particular, Canadians are expected to spend more on expensive tour packages to international
destinations, which will likely be a particularly strong driver of industry growth.

INCREASING FOREIGN VISITS TO CANADA
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While Canadians are forecast to travel more in coming years, domestically
and internationally, the number of foreign visitors to Canada is also
expected to increase at an annualized rate of 21.1% to 34.7 million people
over the five years to 2026, as 2021 represents a low base level.

Canada ranks as one of the most popular tourist destinations in the world. Canada is a very safe country and
contains a variety of popular tourist sites, such as the cities of Quebec and Victoria, the natural UNESCO world
heritage sites of Dinosaur Provincial and the Nahanni National Park. The country recently topped many travel lists,
most notably with Alberta winning a spot in the New York Times' 52 Places to Love in 2021 list. However, the
country's dominance among world tourism destinations has been slowly falling over the past decade, primarily due
to the development of rival tourism industries in other parts of the world. In line with the growth in global tourism,
Canada's tourism industry is expected to increase over the five years to 2026, despite the trend of travellers seeking
out more exotic locations.

PREMIUM TRAVEL

As incomes are likely to recover and once again rise over the next five
years, Canadians are expected to spend more of their income on luxury
goods and services, including luxury tour packages.

Consumer interest in green initiatives undertaken by hotels and luxury travel is expected to grow. As a result,
IBISWorld expects more niche, premium tour operators to enter the market over the next five years. Consequently,
IBISWorld expects the number of industry operators to grow an annualized 1.0% to 1,282 enterprises over the five
years to 2026. To staff these new companies, the number of industry employees is forecast to grow an annualized
3.1% to 10,029 workers during the same period. The growing popularity of premium tour packages is expected to
help boost industry revenue growth.

MOUNTING PRESSURES

Despite a recovering economy that will likely eventually expand, coupled
with the expectation that Canadians will be travelling more, the Tour
Operators industry in Canada will likely be confronted with many threats
that may constrain revenue growth.

These threats include travel information websites such as Lonely Planet, mobile apps such as TourPal and TripIt
and other innovations that make travel easier, thereby possibly decreasing the need for tour packages in planning a
vacation. Additionally, geopolitical events and health scares, both localized and global, economic slowdowns and
armed conflict, have the potential of reducing Canadians' desire to travel, which could potentially also reduce
demand for industry services. Nonetheless, while these trends are expected to relatively restrain industry revenue
growth, industry services are anticipated to remain attractive to many consumers due to the convenience and
affordability of tour packages.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per Capita
Disposable
Income  ($)

2021 5,780 337 1,343 1,221 8,606 N/A N/A 466 N/A 32,048
2022 8,136 731 1,391 1,261 9,528 N/A N/A 544 N/A 32,511
2023 8,726 807 1,394 1,265 9,718 N/A N/A 561 N/A 32,674
2024 9,027 830 1,395 1,267 9,822 N/A N/A 570 N/A 32,771
2025 9,235 846 1,400 1,271 9,928 N/A N/A 577 N/A 32,852
2026 9,430 860 1,414 1,282 10,029 N/A N/A 584 N/A 32,958
2027 9,613 875 1,431 1,295 10,158 N/A N/A 593 N/A 33,065
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry service categories are well-defined

New markets are not likely to develop

There is minimal innovation in the industry

The Tour Operators industry in Canada is in the mature stage of its life cycle. Industry value added (IVA), which
measures an industry's contribution to the overall economy, is anticipated to grow at an annualized rate of 2.8% over
the 10 years to 2026. In comparison, Canadian GDP is forecast to expand at an annualized rate of 2.0% during the
same period. While higher IVA growth, compared with GDP growth, typically indicates that an industry is in the
growing stage of its life cycle, the industry's product offerings and consumer base has not changed drastically during
the five-year period.

Tours have long been widely accepted as a convenient means of travelling. The manner in which tours are
marketed and sold has changed over the past decade, with the majority of industry sales moving from brick-and-
mortar stores to the internet. Additionally, while customized tours are becoming more widespread and tour operators
are offering travel options to more diverse international destinations, the nature of the services offered by industry
operators has not changed much. Finally, the ease of conducting travel research and booking hotel stays, flights and
excursions by oneself on the internet has increased external industry competition over the past decade. However,
many travellers, especially the retired and those with children, continue to find the convenience of having a vacation
planned for them a very attractive service. As a result, demand for industry services is not forecast to change
substantially. All of these trends indicate that an industry is in the mature stage of its life cycle.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Convention & Visitor Bureaus in Canada

Religious Organizations in Canada

Travel Agencies in Canada

Scenic and Sightseeing Transportation In Canada

Consumers in Canada

2nd Tier

Consumers in Canada

Key Selling Industries
1st Tier

Amusement Parks & Arcades in Canada

Museums, Historical Sites and Similar Institutions In
Canada

Other Amusement and Recreation Industries In Canada

Advertising Agencies in Canada

2nd Tier

Hotels & Motels in Canada

Ski & Snowboard Resorts in Canada

Gambling in Canada

Products & Services

  PACKAGED TOURS

In 2021, operators in the Tour Operators industry in Canada generate an
estimated 74.0% of revenue through arranging, assembling and marketing
packaged tours.

The greater share of this revenue is generated through sales of international tour packages to Canadian citizens,
which tend to be more expensive than domestic tours. Both domestic and international prepackaged tours provide
customers with several services, including accommodations, meals, sightseeing tours, transportation, visa services
and other amenities. Most prepackaged tours are provided by a professional tour manager or guide that ensures
that all aspects of the tour run smoothly and that the guests are satisfied with the services. Sales of prepackaged
international tours, accounting for 50.9% of revenue in 2021. Domestic prepackaged tours are expected to account
for 23.1% of industry revenue in 2021.

CUSTOMIZED TOURS

The Tour Operators industry in Canada is anticipated to generate 17.9% of
revenue via sales of customized tours in 2021.

These tours, while more expensive, enable customers to tailor many aspects of their trip to their specific demands.
For example, these tours may permit travellers to choose their favourite excursions and other vacation activities from
a larger list of options, and modify their choices, such as deciding when and for how long an activity will take place.
While packaged tours are most often done in large groups, customized tours can also be done by individuals or in
smaller, private groups. While more expensive than prepackaged tours, this discrepancy has fallen as improvements
in tour operator websites and organization have made customized tours easier to implement.

OTHER
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Tour operators generate a small share of revenue through the provision of
auxiliary services, such as travel insurance, foreign country cell phone
services, information and maps and fees from foreign currency exchange.

Altogether, revenue generated from these services has fallen as a share of overall industry revenue over the past
five years. In 2021, auxiliary services are expected to generate 8.1% of industry revenue.

Demand
Determinants

Demand for services provided by the Tour Operators industry in Canada
is primarily based on the extent to which Canadians are travelling
domestically and abroad and the number of foreigners travelling to
Canada.

The extent to which Canadians are travelling is in turn affected by domestic levels of consumer confidence, per
capita disposable income and how much leisure time consumers have. Wealthy Canadians are conversely expected
to travel even when their confidence and incomes drop, although they are likely to spend less on each trip and travel
less frequently. Foreign travel to Canada is largely dependent on the size of the global middle class and the extent
to which Canadian tourism marketing abroad is successful in attracting tourists from abroad.

The prices of tour packages also determine demand for industry services. Generally, as the price of tour operators'
services increases, some consumers may opt to delay travelling or seek more affordable options, such as organizing
low-cost trips themselves. Consequently, significant rises in the price of industry services dampens demand for tour
packages. In addition, demand for tours is also influenced by the ease of organizing travel arrangements on one's
own. For example, websites such as Wikitravel and Wikivoyage, and mobile tour apps such as TourPal, are making
it easier for travellers to have an enjoyable travel experience without the need of a tour, reducing demand for
industry services.

While the rising ease of setting up travel plans on one's own is somewhat reducing demand for industry services,
many people, particularly families and senior citizens, nonetheless rely on tour operators to provide the most
affordable and comprehensive vacation packages. As a result, many consumers with time and budget constraints
rely on tour operators for convenience and affordability. Furthermore, demand depends on the level of convenience
that companies offer through various means, such as including transportation to and from airports, meals and full-
day activities. Furthermore, travel is also affected by the geopolitical environment, with regional wars and terrorism
attacks limiting travel to countries experiencing such events. Health scares, such as the Ebola outbreak in West
Africa and the Zika virus in Latin America, also negatively influence demand for travel.

Currently, the COVID-19 (coronavirus) pandemic is negatively affecting all travel plans. The global pandemic has
had an enormous influence on all tourism related industries, as many countries suspended international travel and
limited the number of all flights. Thus, a significant decline in inbound international travel to Canada and international
trips by Canadian residents occurred over 2020. However, demand for tour packages did not completely disappear
as tour operators that provide packages that include the outdoors and National Parks experienced some demand.
This demand has stemmed mainly from domestic consumers seeking to travel while maintaining social distancing
protocols and avoiding large, crowded city centers, which traditionally are a popular option for tour operator's
packages. In 2021, travel activity is expected to rise sharply as reduced travel restrictions, widespread vaccinations
and pent-up demand for travel drive tourism activity. However, tourism activity is not expected to fully rebound over
2021.

Major Markets
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  Travel agencies (IBISWorld report 56151CA) pay operators in the
Canadian Tour Operators industry to arrange and carry out tours for their
customers as part of a larger travel package.

  However, individual consumers and households represent the sole ultimate downstream market for the Tour
Operators industry. Industry customers include both Canadian tourists travelling either domestically or abroad and
foreign tourists seeking a tour package in Canada. The chart details the share of overall industry revenue generated
from tour sales by traveller annual income. This chart, however, does not take into account sales to those without an
income.

HIGH-INCOME EARNING CONSUMERS

Given the discretionary nature of the industry, sales to individuals with
higher incomes generate a disproportionate share of industry revenue, at
a total of 55.6% of revenue in 2021.

For example, individuals that earn more than $150,000 annually generate an estimated 33.1% of industry revenue in
2021, while representing 3.1% of the Canadian working population. While individuals that earn between $100,000
and $149,999 annually generate an estimated 22.5% of industry revenue in 2021, they make up only 6.3% of the
Canadian working population. Both of these segments have increased as a share of revenue over the five years to
2021 due to these segments being less price-sensitive during economic hardship, such as the one brought upon by
the COVID-19 (coronavirus) pandemic. As a result, while overall spending fell for this segment over the five years to
2021, it has contracted more for middle-and lower-income earning consumers.

MIDDLE-INCOME EARNING CONSUMERS

Sales to individuals with mid-level incomes are expected to generate
27.7% of industry revenue in 2021.

This illustrates how important the middle-class consumer is to the industry's performance. While these consumers
do not typically spend big on luxury trips, they contribute to steady demand for industry services as they commonly
go on a handful of either domestic or international trips a year. Individuals that earn between $70,000 and $99,999
annually are expected to generate 16.1% of industry revenue in 2021, while representing 9.0% of the Canadian
working population. Individuals that earn between $50,000 and $69,999 annually are expected to generate 11.6% of
industry revenue in 2021, while representing 17.2% of the Canadian working population.

LOWER-INCOME EARNING CONSUMERS

In contrast, those with annual incomes lower than $50,000 are expected to
represent 64.3% of the Canadian working population, yet only generate an
estimated 16.7% of industry revenue in 2021.

Those in the lowest income quintile often have limited budgets for trips, therefore these figures highlight the
importance of luxury tours to overall industry revenue. As these consumers have been hardest hit by the pandemic,
financially-speaking, their spending for the travel services that this industry provides fell the sharpest, relative to the
other groups.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Given the difficulty of defining and measuring imports and exports for service industries, particularly for the
Canadian Tour Operators industry, international trade figures are not accounted for in this report. However,
IBISWorld expects 61.8% of revenue for the Canadian Tour Operators industry to be derived from sales of
international tours in 2021. In addition, a substantial share of the domestic tour packages sold by the industry is to
foreign tourists. As a result, while international trade in tour operator services is not directly measured, cross border
flows of people and capital are crucial to the industry's operations.
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Business
Locations

  The concentration of establishments in the Tour Operators industry in Canada is primarily dependent on the size and wealth of a
region and the popularity of provincial tourist attractions. Areas with large, wealthy populations generate large numbers of
consumers seeking to book tour arrangements. Additionally, population centres usually also serve as major transport hubs
through which foreign tourists usually pass when visiting the country. Many industry operators therefore locate in urban centres as
they contain a large quantity of potential tourists. The origin of the tourist is more important than their final destination because
most tourism planning, booking and spending is made prior to departure. However, some tourists make tour arrangements when
they arrive at their destination, encouraging the establishment of tour operators in popular tourist areas.

Canada is the world's second-largest country, containing many UNESCO heritage sites and other sites of interest, especially
places of natural beauty. These sites exist across the country, and consequently, establishments in the Tour Operators industry in
Canada can be found in significant quantities in every province. Even the Northern Territories, which contain only 0.3% of the
Canadian population, are home to an estimated 0.9% of industry establishments in 2021. While very remote and with a harsh
climate, tourists nonetheless travel to the Northern Territories to view unique regional sites, such as the Nahanni National Park
Reserve of the Northwest Territories, the Kluane National Park and Reserve of the Yukon Territory and Inuksuk Point of Baffin
Island in Nunavut. Top of the World Travel and other industry operators have established themselves in these territories to meet
this demand.

While industry establishments are spread across Canada, Ontario, British Columbia and Alberta represent the provinces with the
largest relative shares, at an estimated 29.1%, 34.7% and 12.7% of the total, respectively, in 2021. Ontario is home to Toronto,
Canada's largest city, and therefore a major source of demand for industry services. It also contains some of Canada's most
famous and popular tourist sites, including Niagara Falls, Toronto's CN Tower and the Ottawa Parliament. British Columbia is
home to the large city of Vancouver, which, along with being a major source of demand for industry services, is also an important
tourist destination in itself. British Columbia's capital, Victoria, is also a popular tourist destination for its historical significance, as
well as its role as the starting port for many whale watching tours. Furthermore, the rapidly growing cities of Edmonton and
Calgary are driving demand for tour operators in Alberta. The province is also home to several famous national parks, including
Wood Buffalo National Park, Dinosaur Provincial Park and Banff National Park.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Tour Operators industry in Canada has a low level of market share concentration, with the industry's three
largest players expected to generate 13.3% of revenue in 2021. The industry's largest companies, such as Transat
AT Inc. and Flight Centre Travel Group Limited, are all multinational, vertically integrated travel companies that offer
customers a variety of other travel services, such as prepackaged and custom tours. However, the clear majority of
industry operators are very small companies. In 2021, 59.9% of industry operators are expected to be
nonemployers, and 50.5% of those industry operators that do employ workers are expected to employ four or fewer
employees. These companies are mostly specialists that provide tour services to travellers interested in a specific
site or region. However, these companies earn a comparatively small share of overall industry revenue. The Tour
Operators industry in Canada is slowly consolidating as the industry's largest players gain control of a larger share
of overall industry revenue at the expense of these smaller companies, resulting in a gradual rise in industry market
share concentration.

Key Success
Factors

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

Access to multiskilled and flexible workforce:
Employees are expected to travel extensively, speak multiple languages and cope with any problem a tour group
may have in a calm and professional manner.

Experienced workforce:
It is essential for tour operators to know a region and the particular tour they are selling to provide the best
experience for customers.

Having a good reputation:
Tour operators that have a good reputation are much more likely to attract customers, which are also more likely to
pay for more expensive packages.

Having an exclusive sales contract:
Many tour operators sell tour packages primarily to hotels and airlines. Operators benefit from establishing
relationships and securing contracts with institutional customers that provide a steady stream of revenue.

Accessibility to consumers/users:
Establishing offices in major tourist areas exposes tour operators to more travellers. Also, internet marketing has
become particularly important as more consumers have begun to book trips online.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, has
fluctuated over the five years to 2021, accounting for -2.8% of revenue
in 2021, down from 1.3% in 2016. Lower consumer confidence and
travel restrictions due to the COVID-19 (coronavirus) pandemic have
led to drastic declines in demand for industry services. Industry
operators must also contend with a high degree of competition. In 2020,
when travel restrictions were at their strictest, it is estimated that the
industry was operating at a loss of 16.4% in 2020. As travel restrictions
are expected to loosen amid widespread vaccination, the industry profit
margin is expected to partially rebound over 2021.

 

  Wages

Wages are forecast to account for 8.1% of industry revenue in 2021.
The industry is still heavily reliant on personal service, where quality
customer service and product knowledge remain key success factors.
Wages have increased as a share of revenue over the five years to
2021, however, this share is projected to decline in coming years as
this figure was abnormally high in 2020 and expected to still be
relatively high in 2021 as the pandemic led to a large reduction in
industry revenue while government assistance programs supported
industry wages from falling as drastically. In addition, industry
operations have slowly become more automated, especially as more of
the industry's business takes place online, which would normally cap
wage growth. Nonetheless, the industry remains dependent on
personal contacts, networking and hands-on local knowledge.
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  Purchases

Purchases, such as accommodation, air travel and other items,
constitute the largest expense for the Tour Operators industry in
Canada, and are expected to account for 89.2% of industry revenue in
2021. In addition to providing sightseeing services and activities, many
tour operators provide all-inclusive packages that include
transportation, accommodation and even entertainment tickets and
restaurant meals. As a result, companies make bulk reservations for
airline tickets and hotel rooms among other services. While operators
are able to make these purchases at a discount due to supply contracts
established with vendors, greater domestic and international travel
activity throughout most of the period has driven these costs up.
Consequently, purchases' share of industry revenue has increased
over the past five years.

 

  Marketing

Substantial spending on marketing is crucial to attracting the business
of new customers, and marketing costs are consequently relatively high
as a share of industry revenue. Marketing costs are expected to
account for 1.8% of industry revenue in 2021, up from 1.1% in 2016.

 

  Depreciation

Depreciation costs are expected to account for 0.5% of industry
revenue in 2021, remaining relatively stable as a share of revenue over
the past five years. The range of depreciable assets include property,
plant and machinery used for operations. Operators that use heavy
assets such as buses or boats will generally have a higher level of
depreciation expenses.

 

  Rent

Rent costs are relatively low for this industry. Rent costs are expected
to account for 0.4% of industry revenue in 2021, remaining stable as a
share of revenue over the past five years.
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  Utilities

Utilities are forecast to account for 0.7% of revenue in 2021, remaining
stable as a share of revenue over the past five years.

 

  Other Costs

Overall, other industry costs have decreased as a share of industry
revenue over the five years to 2021. Other costs are expected to
account for 2.1% of revenue in 2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  The Tour Operators industry in Canada is highly competitive both
internally and externally.

Tour operators compete among themselves based on several factors, including the price, range of services
provided, uniqueness of tour packages, customer service and overall quality of the tour. The industry is also
confronted with substantial competition from a variety of external sources.

INTERNAL COMPETITION

Tour operators attempt to attract the business of consumers and travel
agents by offering competitive prices for the tours they offer.

Tour operators also purchase airline, museum and other travel-related and tourist attraction tickets in large
quantities to offer these tour package additions to customers at discounted prices. Creating the perception of value
for money is important, with many operators consequently offering a free night's accommodation or other perks in an
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attempt to attract those customers that value such additions. Industry operators that are able to offer valuable deals
at low prices are at a competitive advantage.

While low prices are attractive to many consumers, especially those with families, consumers with higher incomes
are less price-conscious when booking their travel arrangements. Consequently, tour operators offer a variety of
premium tour packages to appeal to consumers that are willing to spend large sums of money on their vacation in
return for very high-quality service. Premium tour packages include business-class flights, the finest hotels and
unique dining experiences in exotic locations across the world. Furthermore, while some operators specialize in
either premium or low-cost vacations, operators also compete based on the range and quality of activities and
services they provide. For instance, simple booking procedures and friendly and informative staff help attract and
retain customers.

Many tour companies offer a variety of auxiliary services to distinguish themselves from the competition, such as
airport pickup and drop-off services and visa expedition services. Companies that offer more liberal cancellation
policies are often able to attract more business but run the risk of losing revenue due to an excess of cancellations.
To hedge against this risk, many companies permit travellers to cancel packages prior to departure with no penalty
as long as they rebook within a year.

EXTERNAL COMPETITION

The Tour Operators industry in Canada contends with relatively strong
external competitive pressures.

This competition comes in diverse forms, including airlines that also offer accommodation services and travel
information. Hotels will also offer customers restaurant and entertainment options in addition to deals and travel
guidebooks that help tourists more easily navigate and tour a location without the need of a guided tour. In general,
the Tour Operators industry is experiencing a growing external threat to its existence as improvements in information
technology provide tourists with more information about their travel destinations, reducing their need for tour
operators. For example, mobile applications, such as TourPal, which help people plan their vacations and find local
deals and events, have become popular in recent years, creating another form of external competition for the
industry. However, while these applications often divert tourists away from industry services, they can also
complement the industry by directing tourists toward the best tour operators.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Steady
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  Barriers to entry into the Tour Operators industry in
Canada are relatively low, with low essential start-up
capital costs. While larger companies make use of
substantial office space, tour buses and other expensive
capital equipment in their operations, small industry
operators only require computer hardware and software
required to organize and plan tours. Moreover, the
increasing use of the internet as a booking and research
tool reduces capital and marketing costs for smaller
operators. However, despite low initial capital costs,
entrants into the industry may find it difficult to source the
specialized labour required to manage tour planning. Due
to the hands-on approach many companies use,
employees visit many potential vacation spots across the
world and speak to hotel and airline representatives in
person, driving wage costs up.

The Tour Operators industry in Canada is fragmented and
there are few major companies that control substantial
market share. This provides new entrants with the ability
to negotiate exclusive deals with accommodation and
transport providers. However, many large operators have
existing deals with the leading hotels, resorts and airline
companies, making it difficult for new entrants to secure
long-term contracts with these providers. As a result,
entry into the industry as a luxury tour provider can be
relatively more difficult. Furthermore, there is a relatively
high level of differentiation among the types of tour and
travel packages offered by industry operators.
Consequently, there are usually opportunities for niche
operators to target specific consumer segments, even
within an established tourist area.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change High  

Regulation & Policy Light  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Steady

  The Tour Operators industry in Canada has a high level of globalization. Much of the industry is indeed regionally
focused, with most industry operators being smaller, domestically owned specialists that provide tour services for
travellers interested in a specific region or tourist site. However, much of industry revenue is dependent on the
cross-border movement of people and services. IBISWorld expects 61.8% of industry revenue to be generated
through the sale of tour packages to Canadian tourists travelling abroad, while a large share of remaining revenue
generation is attributable to sales of tour packages for those, both Canadians and foreigners, travelling in Canada.
In addition, Flight Centre Travel Group Limited, is based abroad in Australia.

In 2020 and the first half of 2021, the globalization of the industry is expected to be in decline due to COVID-19
(coronavirus). As the pandemic is global in nature, it has had an immense influence on all industry operators, as
many countries have suspended international travel for an undetermined amount of time. The outbreak led to a
wave of consumers cancelling their trips and people holding off on committing to any future trips. Thus, tour
operators have focused on domestic tourists when possible. However, international travel is expected to pick up in
the second half of 2021 as more countries reopen their borders for tourists.
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Major Companies

Major Players Transat AT Inc.

Market Share: 10.4%

  Transat AT Inc. (Transat) is one of the world's largest integrated tourism companies. The company was publicly
listed on the Toronto Stock Exchange in 1987. It is based in Montreal and operates in Canada, France, the United
Kingdom, the Caribbean, the United States and Mexico. The company's main activity is providing Canadians with
outgoing tours to international locations, for which it has more than 60 destinations worldwide. Transat also provides
incoming tour operations within Canada, as well as an air transportation arm, Air Transat and hotels in the
Dominican Republic. Globally, the company recorded sales of $1.3 billion in 2020 (latest data available).

Over the five years to 2021, the company has gone to great lengths to consolidate and simplify many of its product
offerings. Through cost-reducing efficiencies and the removal of redundancies within its product line, the company
has increased its efforts in additional investment opportunities. One such example was the introduction of what the
company describes as a feeder-flight program within Canada. This program was anticipated to enable the company
to increase its product offerings in regions where demand is present. However, due to capacity issues, especially
during the COVID-19 (coronavirus) pandemic, the company has not been able to follow through given strict,
government-imposed travel restrictions over 2020 and 2021.

Financial performance

Transat operates in the Tour Operators industry in Canada through its Transat Tours Canada Inc. operations.
Transat's industry-relevant operations are conducted under its Transat Holidays, Air Transat, Transat Discoveries
and TMR Holidays business units. The company is the largest tour operator in Canada and has continued to gain
market share over the five years to 2021, primarily by meeting Canadians' demands for more diverse tours in more
locations. However, IBISWorld expects Transat's industry-relevant revenue to decrease at an annualized rate of
3.7% to $599.6 million over the five years to 2021 as the pandemic continues to constrain the tourism sector's
recovery over 2021. The company's operating income, measured as earnings before interest and taxes, is expected
to end at -$14.6 million over 2021.
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Transat AT Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 722.4 N/C 6.4 N/C
2017 751.3 4.0 25.5 298.4
2018 712.2 -5.2 4.3 -83.1
2019 734.3 3.1 -3.4 N/C
2020 325.5 -55.7 -106.5 3,032.4
2021 599.6 84.2 -14.6 -86.3

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies Flight Centre Travel Group Limited

  Market Share: 2.8%
  Headquartered in Brisbane, Flight Centre Travel Group Limited (FCTG) is Australia's leading travel company and

one of the largest travel agencies in the world. The company employs more than 10,000 workers in 23 countries,
including Canada, the United States, New Zealand, Mexico, India and Singapore. FCTG's global operations
generated $2.1 billion in revenue in 2020 (latest data available). The company has become known in the United
States and Canada for its strategic growth in North America over the past decade. Within the Americas segment, the
company has operations in the United States and Canada. The company's Canadian presence started in 1995 when
its first Canadian Flight Store opened. As of 2020, there are more than 150 locations in Canada, with locations in
Alberta, British Columbia, Nova Scotia, Ontario, Newfoundland and Saskatchewan. In 2017, FCTG acquired Les
Voyages Laurier du Vallon, which has led to a strong presence in Quebec. FCTG's industry-relevant revenue is
forecast to reach $162.2 million in 2021. The company's operating income, measured as earnings before interest
and taxes, is expected to reach $6.8 million in 2021.

Top of the World Travel

  Market Share: 0.1%
  Founded in 1985 and headquartered in Yellowknife, NT, Top of the World Travel (TOWT) is an aboriginal-owned

travel agency and tour operator, and is part of the Ensemble Travel Group. The company is one of the few to offer
tours across Canada's largely untouched Northern Territories. TOWT tours include scenic airplane tours over
Yellowknife, Nahanni National Park Reserve and the Great Slave Lake; a stay in Yellowknife to view the Aurora
Borealis; fishing tours; tours of the Mackenzie River Delta; and other tours exploring Canada's Northern Territories.
The company employs an estimated 7 workers across Nunavut, the Northwest Territories and Alberta, and is
expected to generate $4.7 million in industry-relevant revenue in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Tour Operators industry in Canada exhibits a low level
of capital intensity, with the average industry operator
expected to spend $0.07 on capital for every $1.00 spent
on labour in 2021. Capital expenditures include the
purchase and maintenance of vehicles, such as tour buses,
as well as computer hardware and other niche equipment
used in specific tours, such as scuba diving equipment.
While not insignificant, labour expenditures are typically
much greater. Successful tour operators must hire
employees that can successfully arrange and coordinate
flights, accommodations and excursions for a variety of
tours. They must be able to accommodate specific
customer needs and concerns, as well as ensure that all
aspects of a tour are carried out successful and on time.
Furthermore, while industry operators compete on many
factors, the quality of a tour is largely determined by a
guide's knowledge, service and ability to make the overall
experience enjoyable. As a result, companies that do not
outsource their tour guide services to third parties make it a
priority to hire the best tour guides. Overall, industry
operators must hire talented employees that require
completive wages, driving up industry labour costs.

While the Tour Operators industry in Canada makes heavy
use of labour in its operations, the increasing use of online
booking systems, e-mail and prerecorded audio guides, is
slowly reducing industry labour requirements. For example,
given that customers can book a tour online without ever
speaking to an employee, the number of customer service
representatives has been in decline.
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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.

Very High Innovation
Concentration

Very 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.

Very High Market
Concentration

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

  The industry is adding new patent technologies at a rate in line with the average across all industries, which suggests a
stable addition of technology. However, the concentration of technologies is high. This creates the potential for innovation
outside the focus of industry leaders to gain traction.

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 major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

The most relevant disruptive force in the Canadian Tour Operators industry
has been the pressure of online travel websites empowering potential
customers to find experiences and do individual tours.

Technological disruption from Airbnb Inc. and other home sharing companies' business models, which have been growing
in popularity in recent years, have also been pressuring the industry. While these websites are better known for permitting
consumers to rent rooms, apartments or whole houses online, straight from the owner, they also enable consumers to
books local experiences, such as smaller walking tours and wine tastings, bypassing the tour operators. Additionally, apps,
such as Detour and Historypin, enable consumers to conduct tours themselves. Both of these have been directly disrupting
the industry. These challenges have led to industry operators to be more innovative, with a majority committing to both an
online presence and a physical location. Many operators highlight benefits that only a tour operator can provide, such as a
unique experience, discount pricing and an overall peace of mind when planning a trip.

The level of technology change is    High

  Technological innovation has had a large influence on the Tour Operators
industry in Canada over the past decade.
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The widespread use of the internet has been a game changer to the modern tour operator and has both helped and hurt
the industry. Most of tour bookings are now done over the internet, which has helped industry operators reach a much
wider range of customers than would otherwise be possible. Improved communications technology has also permitted
industry operators to better coordinate with hotels, airlines and excursion companies to ensure that booked tours go as
smoothly as possible. However, by granting potential travellers access to such a wide range of tour operators online, the
industry has become much more competitive to the detriment of established operators. Airlines, hotels and travel agencies
have also cut into the industry by enabling customers to book and customize their own vacations directly through their own
websites. Additionally, greater access to travel information through websites such as Wikitravel and the proliferation of
mobile tour guide apps have rendered the Tour Operators industry in Canada obsolete for many would-be customers.

Revenue
Volatility

The level of volatility is    Very High

  While revenue volatility for the Tour Operators industry in Canada is typically
low to moderate, the COVID-19 (coronavirus) is expected to lead to a
significant decline in revenue over 2020, contributing to revenue volatility
during the current period.

As a result, revenue volatility for the industry is expected to be very high over the five years to 2021. Demand for tour
packages is influenced by several factors, such as per capita disposable income, consumer sentiment, leisure time,
weather conditions and geopolitical events. Demand for industry services also depends on the popularity of alternative
travel arrangements, such as planning a trip oneself using internet resources and guidebooks. Industry revenue fluctuated
slightly between 2016 and 2019 as per capita disposable income and consumer confidence remained relatively stable.
While services offered by the industry are discretionary in nature, industry revenue is supported by the industry's largely
financially well-off customer base. This also works to minimize industry volatility, as the revenue decline over 2020 is an
outlier. An estimated 55.6% of industry revenue is derived from sales to customers with annual incomes of $100,000 or
more. These are consumers that are more likely and able to spend on discretionary travel purchases even during times of
economic distress.

Furthermore, while geopolitical events, such as outbreaks of political protest and disease, have caused declines in sales of
tour packages that go to affected regions, they do not usually cause overall industry revenue to dip substantially. For
example, events such as the Ebola virus epidemic in West Africa would likely affect revenue negatively if consumers
become more afraid of flying. Over the five years to 2026, growing consumer confidence and per capita disposable income
are expected to encourage greater spending on travel.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

The Tour Operators industry in Canada is subject to relatively light regulation.

Industry operators are, however, required to follow all pertinent federal, provincial and municipal laws in conducting their
business operations. These include ensuring the fair treatment of workers and not violating any environmental protection
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provisions (e.g. organizing National Park tours in unauthorized locations or during unauthorized hours). Industry-specific
laws and regulations vary in their form and strictness on a provincial level. For example, tour operators and wholesalers in
British Columbia must pay an annual fee and hold a financial security bond to maintain their operating licence, while
industry operators that conduct fishing or various vehicle tours must hold additional licences to operate. Tour operators in
Ontario are subject to the authority of the Travel Industry Council of Ontario, an organization mandated by the Ontario
government to enforce the Ontario Travel Industry Act of 2002, which was passed with the intention of preventing tour
operators from committing fraud when selling tour packages. For example, this Act mandates, among other stipulations,
that tour operators bring to the attention of potential customers any conditions that could reasonably deter the booking of a
tour, such as construction work at a hotel and travel or health warnings concerning the travel destination. As the COVID-19
(coronavirus) pandemic has significantly affected the industry over 2020 and 2021, changes were made to the Act to
provide relief to industry operators. Some of these changes include reduced financial reporting and reduced working capital
requirements. In sum, the regulation of the Tour Operators industry in Canada is light relative to the average Canadian
industry.

Industry
Assistance

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

The Tour Operators industry in Canada receives a moderate level of
assistance from the federal and provincial governments, as well as from
industry associations.

At the federal level, Destination Canada, formerly the Canadian Tourism Commission, was established in 1995 to promote
tourism in Canada. The commission provides aide to industry operators by marketing Canadian tourist destinations both
domestically and abroad. The organization's budget, which is expected to be $99.2 million in fiscal year 2020, is used to
hire private companies to market Canadian tourism abroad in ten countries, as well as directly sponsor unique tourism
initiatives. Destination Canada also aids the Tour Operators industry in Canada by releasing valuable tourism data,
organizing trade shows, encouraging the holding of business conventions in Canada and taking other related measures.

The Tour Operators industry in Canada also receives direct aid from the Tourism Industry Association of Canada (TIAC).
Founded in 1930, TIAC is the primary private-sector advocate of Canada's tourism sector. The association aids its more
than 400 members through promoting the industry's interests, such as easing visa restrictions for foreign visitors, as well as
providing members with detailed statistics and reports and through other miscellaneous benefits, such as providing
members with access to discounted car rental deals to provide to their customers. Finally, the Tour Operators industry in
Canada receives substantial direct assistance from regional tourism promotion initiatives, such as Travel Alberta. The level
of industry assistance is expected to grow in upcoming years as the Canadian government seeks to expand the country's
share of global tourism revenue.

Assistance during the COVID-19 (coronavirus) pandemic

As with many other industries in 2020 and 2021, the coronavirus pandemic has significantly affected the industry. The
Canadian Government has instituted a variety of assistance programs that industry operators have and are likely to
continue 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
improved access to credit and loans to remain liquid. This is especially important for the industry as many industry
operators rely on tourists from the United States and thus, border closures led to a significant decline in revenue for many
operators.

Provincial governments are also assisting the industry, given the tourism sector represents an integral source of revenue
for many provinces. For example, in May 2021, the Ontario provincial government announced it is implementing a new
program that will provide one-time payments of up to $20,000.00 to eligible travel and tourism businesses through the new
$100.0 million Ontario Tourism and Travel Small Business Support Grant. Another prime example is that of Nova Scotia's
provincial government, which implemented the Tourism Sector Financing Assistance Program in late 2020 to enable large
operators access to lower-cost financing. In addition, in 2021, Nova Scotia announced the Small Tourism Operators Restart
Program that will provide a one-time grant of $5,000 to help tourism businesses that were affected by pandemic-related
restrictions.
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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)

Per Capita
Disposable
Income ($)

2012 9,795 548 1,339 1,271 9,900 N/A N/A 452 N/A 28,883
2013 9,485 653 1,404 1,334 10,727 N/A N/A 459 N/A 29,369
2014 9,632 684 1,288 1,215 10,574 N/A N/A 461 N/A 29,466
2015 9,837 727 1,276 1,190 9,912 N/A N/A 474 N/A 30,804
2016 10,084 649 1,281 1,188 9,959 N/A N/A 477 N/A 30,332
2017 9,396 739 1,361 1,260 9,701 N/A N/A 463 N/A 30,675
2018 9,173 739 1,491 1,378 10,280 N/A N/A 484 N/A 30,647
2019 9,368 621 1,455 1,338 9,906 N/A N/A 502 N/A 30,852
2020 3,563 -194 1,276 1,168 7,433 N/A N/A 373 N/A 33,275
2021 5,780 337 1,343 1,221 8,606 N/A N/A 466 N/A 32,048
2022 8,136 731 1,391 1,261 9,528 N/A N/A 544 N/A 32,511
2023 8,726 807 1,394 1,265 9,718 N/A N/A 561 N/A 32,674
2024 9,027 830 1,395 1,267 9,822 N/A N/A 570 N/A 32,771
2025 9,235 846 1,400 1,271 9,928 N/A N/A 577 N/A 32,852
2026 9,430 860 1,414 1,282 10,029 N/A N/A 584 N/A 32,958

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per Capita
Disposable
Income (%)

2012 5.65 -6.39 3.71 3.58 3.49 N/A N/A 1.16 N/A 1.73
2013 -3.17 19.2 4.85 4.95 8.35 N/A N/A 1.57 N/A 1.68
2014 1.54 4.68 -8.27 -8.93 -1.43 N/A N/A 0.58 N/A 0.33
2015 2.13 6.30 -0.94 -2.06 -6.27 N/A N/A 2.66 N/A 4.53
2016 2.51 -10.6 0.39 -0.17 0.47 N/A N/A 0.63 N/A -1.54
2017 -6.83 13.7 6.24 6.06 -2.60 N/A N/A -2.82 N/A 1.12
2018 -2.38 0.04 9.55 9.36 5.96 N/A N/A 4.42 N/A -0.10
2019 2.12 -16.0 -2.42 -2.91 -3.64 N/A N/A 3.70 N/A 0.66
2020 -62.0 N/A -12.3 -12.7 -25.0 N/A N/A -25.7 N/A 7.85
2021 62.2 N/A 5.25 4.53 15.8 N/A N/A 25.1 N/A -3.69
2022 40.8 117 3.57 3.27 10.7 N/A N/A 16.7 N/A 1.44
2023 7.25 10.5 0.21 0.31 1.99 N/A N/A 3.04 N/A 0.50
2024 3.44 2.80 0.07 0.15 1.07 N/A N/A 1.55 N/A 0.29
2025 2.30 1.92 0.35 0.31 1.07 N/A N/A 1.31 N/A 0.24
2026 2.11 1.64 1.00 0.86 1.01 N/A N/A 1.23 N/A 0.32

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 5.59 N/A N/A 989 4.61 7.39 45,606
2013 6.88 N/A N/A 884 4.84 7.64 42,752
2014 7.10 N/A N/A 911 4.79 8.21 43,626
2015 7.39 N/A N/A 992 4.81 7.77 47,780
2016 6.44 N/A N/A 1,013 4.73 7.77 47,856
2017 7.86 N/A N/A 969 4.93 7.13 47,748
2018 8.06 N/A N/A 892 5.27 6.89 47,053
2019 6.63 N/A N/A 946 5.35 6.81 50,636
2020 -5.45 N/A N/A 479 10.5 5.83 50,168
2021 5.84 N/A N/A 672 8.07 6.41 54,195
2022 8.98 N/A N/A 854 6.69 6.85 57,137
2023 9.25 N/A N/A 898 6.43 6.97 57,728
2024 9.19 N/A N/A 919 6.31 7.04 58,002
2025 9.16 N/A N/A 930 6.25 7.09 58,139
2026 9.12 N/A N/A 940 6.20 7.09 58,261

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Destination Canada
http://us-keepexploring.canada.travel

Canadian Association of Tour Operators
http://www.cato.ca

Tourism Industry Association of Canada
http://www.tiac-aitc.ca

Travel Industry Council of Ontario
http://www.tico.ca

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

Industry Jargon TOUR PACKAGE
A complete trip that can be paid in one lump sum and includes costs for fare, accommodation, meals, ground
transportation, tour guides and taxes.

TOUR WHOLESALER
A company that, similar to tour operators, creates and arranges tours, but does not usually conduct the tours itself,
leaving this job to a third-party company.

VISITOR BUREAU
An organization that provides information services to tourists and undertakes general promotional tourism activities
for a state or city.

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
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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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