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Acronyms / Alglyiations

CAGR Coﬁpound Annual Growth Rate
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NHS National Household Survey
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Introduction

Thefor-hire trucking industry produced more than $19 billion in GDP in 2014, which is more
than the air and rail transportation industries combined. The large size of the industry
necessitates a large number of truck drivers. This report assesses the eatevitich the
combination of industry growth and difficulties in finding new sources of labour supply will
contribute to a gap in the supplnd demand for truck drivers in Canada in the coming decade.

The Truck Driver Supply and Demand Gap

As a result of ggwing industry demand and a stagnant supply of drivers, the estimated driver
supply and demand gap for 2024 is approximately 34,000 drivers, which could increase to
48,000 based on plausible combinations of different trends that can affect industry demand,
occupational attractiveness and labour productivity.

By province, the expected gap is nearly 14,000 drivers in Ontario by 2024. In absolute terms,
Quebec follows with an expected gap of nearly 7,000 drivers (see Figure ESs baseline
projection islargely based on an analysis of the historical relationship between industry
demand and their resulting demand for trucking services. However, the relationship between
industry demand and trucking industry demand can change significantly in the futura for
variety of reasons.

Social, technical, environmental, economic and political trends can affect the demand for, and
supply of, truck drivers in Canada. Based on plausible combinations of different trends that can
affect industry demand, occupational atttiveness and labour productivity, we estimate that
this expected gap can increase to 48,000 drivers

CRCS 1
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Demographics and Other Notable Trends

Official statistics tend to lump all truadrivers into a single occupation, but the fact of the
matter is that the specifics of different truck driving jobs, and the attractiveness of those jobs as
a result, are not homogeneous. Local and lwagl truck driving, for example, are very
different occupations that have very different associated lifestyles.

According to 2011 National Household Survey data, approximately 160,000 truck everers
employed in the fotire trucking industry (using data from the Labour Force Survey we
estimate that this enployment has increased to nearly 169,000 in 2014). Meanwhile, the
average age of these truck drivers continues to increase. We estimate that the average age of
truck drivers was 41 years in 2014up from 46.2 years in 2011 and 44.1 years in 2006)

Figue ES2 provides some insight into why the truck driver population is older and aging more
rapidly than the rest of the labour force. Both the driver population and the labour force in
general have a glut of workers in the 45 to 54 year old age coholéctifg the impact of the
boomer generation. The labour force as a whole also has a glut of workers in the 25 to 34 year
old cohort that is almost as large. This is the result of the echo generation (who are the children
of the boomers). However, there 0 similar glut of the echo generation among the truck
driver population. The occupation has been unsuccessful in attracting anywhere near a
proportionate share of workers from the echo generation.

CRCS 2
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Figure EQ: Population by Age Cohort: Truck Drivers vassAll Occuptations
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Source: CPCS analysis of 2011 National Household Survey, Statistics Canada

Furthermore, the share of young drivers in the occupation has been decreasing over time.
Between 2006 and 2011 the share of drivers in the 25 to 34 year bldricdropped from 18%

to below 15%, while the share of drivers in the 55 to 64 year old cohort (most of whom will
retire over the next decade) increased from 17% to 22%.the ratio of younger to older
workers continues to increase for the labour force asvhole, it is clear that the trucking
industry will have to reverse this trend, and fast.

Figure ES3: Age Distribution of Truck Drivers 2011 versus 2006
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Source: CPCS analysis of 2011 National Household Survey, Statistics Canada
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Truck driving, and p#cularly longhaul truck driving, is a reasonablyellvpaying occupation.

For example, according to a survey of carriers by the CTA, the average hourly wage rate for
tractor-trailer drivers in Canada was nearly $23 in 20ddwever,long-haul truck drives are
required to work longhours unpredictable hots and spend a lot of time awdgom home in

order to earn their wages.

Owneroperator drivers are an important part of the truck driving workforce. Owojeerators
can earn more income by maintaining theequipment and taking time to manage their
finances. But growing equipment costs are putting pressure on the oaperator model.

Industry and Driver Forecasts

Based on forecasts by the Conference Board of Canaddiréortrucking industry GDP is
expected to grow from $19.2 billion in 2014 to $24.1 billion in 2024, for a compound annual
growth rate of 2.2%. Taking into consideration expected labour productivity growth, this
industry growth implies the need for 25,000 additional truck drivers by4202eanwhile, due

to the aging driver workforce, the supply of drivers available is expected to decrease by
approximately 9,000 drivers over the same period of time. By province, the demand for drivers
is expected to grow the most (in absolute terms) in@io, followed by British Columbia.

Conclusions and Observations

The implementation of successful recruitment and retention strategies will become even more
important to reduce the driver supply and demand gap for the industry as a whole. Carriers
havetaken different approaches to sourcing new drivers. Some have focussed ecarsier
recruits while others have placed renewed emphasis on recruitment programs for younger,
entry-level drivers.

Driver retention strategies have increased in importance. &hresention strategies can begin

at the recruitment stage. Carriers have a good understanding of whyHanbdrivers leave for
other occupations, but generally have less information on what occupation they have left for.
Having this information may helfp identify trends and identify the characteristics of those
occupations that make them more attractive than truck driving.

The trucking industry, and the companies that make up the trucking industry, are not the only
stakeholders that have an interest maintaining the sustainability of the lortaul trucking
Y2RSf® ¢KS AYyRdzaiNERQa OdzaG2YSNB O6AKALILISNBO |y
gAff f&ad2 0S RANBOGfE FFSOGSRY yS3alruarosSte 2N
the challenge
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1 The forhire trucking industry is a major Canadian industry. The industry
produced more than $19 billion in GDP in 2014 (2007 $ Constant), whiobrés
than the air and rail transportation industries combined

1 This industry GDP does not included private trucking acti@itynpanies in many
other industries (such as wholesale and retail) operate their own fleets of trucks
and hire their own drivers.his private trucking activity is not captured in the for
hire trucking statistics

1 The large size of the industry necessitates a large number of truck drivers. This
report assesss the extent to which the combination of industry growth and
difficulties in finding new sources of labour supply will contribute to a gap in the
supply of and demand for truck drivers in Canadthe coming decade.
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1.1 Background

The for-hire trucking industryo & 4 KS A i¢ R dudjdr NCBnédiamdustry. Theindustry
producedmore than$19 billion in GDPni 2014 (2007 $ Constant), which is more than the air
and rail transportation industries combinéd-However, this figure does not capture the full
picture of trucking activity in Canadia additionto for-hire trucking activity there issignificant

G Ahgdza S ©r private  trucking

activity. @mpanies inmany other

industries (such as wholesale and

retail) operate their own fleetsof

trucks and hire their own drivers. This

private trucking activity is not

captured in the fothire trucking

statistics.

1.2  Objectives

The objectiveof this report is to assess the extent to which the combination of industry growth
and difficulties in finding new sources of labour supply will contribute to a gap in the supply of
and demand for truck drivers in Canada. In madar, the objectives of the researcheato
investigate:

1. Future demand (approximately 10 years) for truck drivers in Canada, based on a
forecast of forhire trucking industry growth

2. Future supply of truck drivers (total of company and owaoperator) inCanada

3. Plausible future scenarios and their related implications for the supplyandl
demand for truck drivers in Canada

4. The resulting potential gaps between driver supply and demand in each of the
scenarios

In addition, the secondary objectives of tineport are to investigate:

5. Trends in driver turnover, to the extent possible o
6. 5AFFSNBYyOSa Ay RNAGSNI ¢3S RFEGE FNRY {aGF G
survey efforts
The key outcome of the research will be to identify the extent to which the reoant of truck

drivers into the trucking industry will become more or less difficult into the future under
baseline and alternate scenarios.

1 Statistics Canad&ANSIM Table 37@31.

CRCS :
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1.3 Methodology

For-hire carriers are more likely to employ lohgul drivers, where the gap between supply
and demau is generally considered to be the largeBherefore we focus oudiscussion and
analysis on the supply and demand lohg-haul truck drivers in the fohire industry. To
develop our driver supply and demand forecasts, amalyze industry account, dem@gphic
and productivity dataFurther details on the methodology to develop the driver supply and
demandforecasts are provided ichapter 3.

In addition to relying on statistical analysis for our driver supply and demand forecasts, we
conducted a literatve review to uncover important industry trends and business stratefiés.

also consulteceight large trucking companies located across the country for their views on
recruitment and retention challenge3his information contributed to our supply and denta
scenario analysis.

1.4  Organization of this Working Paper

The remainder othis reportis organized ifive chaptersas follows:
1 Chapter 2Driver DemographicdVagesand Notable Trends
1 Chapter 3industry andDriver Forecasts
1 Chapterd: The Driver GaBaselineand Alternate Scenarios

1 Chapter 5 Conclusios and Observations

CRCS 7
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Official statistics tend to lump all truck drivers into a single occupatin,the
fact of the matter is that thespecifics of different truck driving jobs, and the
attractiveness of those jobs as a result, are not homogeneous

Truck driving, and particularly lodwul truck driving, is a reasonably wpllying
occupation. However, lorbaul truck drivers are requiretb work long hours,
unpredictable hours and spend a lot of time away from home in order to earn
their wages.

Owneroperator drivers are an important part of the truck driving workforce.
Owneroperators can earn more income by maintaining their equipmend a
taking time to manage their finances. But growing equipment costs are putting
pressure on the owneoperator model.
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This dapter provides a brief summary of the truck driver occupatand reviews current data
sources regarding truck drivgropulation, demographics and wages in Canada. This includes
trends regarding the age, education levedsid distribution of companynd owner-operator
drivers. Although the focus of the study is on the {foire industry, we also provide some
analysis of the total truck driver population (includinghiouse drivers).This chapter also
explores some of the recent trends affecting the trucking industry.

2.1 The Truck Dver Occupation

Obviouslytruck drivers drive trucks to piakp and deliver goods from various locations. But the
type of work and the associated lifestyle afuck driversvaries considerablgepending orthe
specific service that is provided. Whil#fioal statistics tend to lump all truck drivers into a
single occupation, the fact of the matter is that the specifics of different truck driving jobs, and
the attractiveness of those jobs as a result, are certainly not homogeneous.

2.1.1 Local Drivers

For exanple, local pickup and delivery (P&D) drivers are often on a fixed, daily schedule and are
home every night. They spend most of their time witton close tq a single urban arealhey

may drive a tractotrailer or a smaller truckMuch of their shift isoften spent outside of the

truck assisting with pickups and deliveridseaking down palletsyaiting for loads antbr
waiting for delivery dock space to open dp.fact, for many local driverperhaps only 25% of

their time is spent in the truckBecaise they do often work fixed shifts and because they are
often required to drive during peak hours in dense urban areas (making the time it takes to
cover a given distance highly variable), they are often paid an hourly wage rather thha-by
mile.

2.1.2 LongHaul Drivers

The nature of work and lifestyle of alo#gl dzf 2 NJ d¢2@3SNJ §KS NRI Ré RNAD
are less likely to assist in pickup and delivery activity, but they also might spend weeks at a time

on the road with a highly variable scheduome drivers may be on a relatively fixed schedule

so they carminimize their time away from homer at least predict when their home time will

be. Unlike P&D drivers, they are likely to be paidtbg-mile rather than an hourly wage. This

means thattheN K2 dzNX @ O2YLISyal dA2y @FNASa gAGK GNIF F7
to efficiently provide loads or accept deliveries.

2.1.3 Other Drivers

There are also other jobs that arelietween the two extremes aboyer are some variation of
one or the oher. For example, shoftaul drivers may drive to locations up to a half day away
from their area of domicile but still be on a relativéiyed schedule and home on most nights.
Some trucking companies may provide a mix of hourly anthéynile compensaon for these

CRCS :
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drivers.Drivers may also be paid for loading and unloading activity and hourly rates for other
authorized work time (such as administration).

Companies that do palgy-mile also vary how they determine mileage to begin with, an
important distinction for prospective employees. For example, some companies payadge
edge, or the shortest possible distance between two points, while others paydingaio the
odometer, which effectively compensates drivers for taking detours to avoid traffic (and
therefore savingtime).

Meanwhile, shunt drivers work at specific facilitiesich as ports and terminaleind are
responsible for moving empty and loadéwilers to and from docks and yardsobs can also

vary by the product that is handled (dry goods, fresh & frozen, hazardous, etc.), each of which
may have different requirements and resulting responsibility for driv&deme of these
products require dvers to operate specialized equipment such as refrigerated trailers, motor
vehicle haulers and bulk tankers.

2.1.4 OwnerOperator and Company Drivers

Drivers are not only distinguished by the type of work that they do. They are alsogdished

by the contratual relationship that they have with carriers, particularly whether they are
company or ownepoperator driversOwneroperators are truck drivers who own and operate
their own equipment (tractors and sometimes trailers as well). As opposed to compamydri

¢ who are employees of trucking companies who pay their wages direailyner-operators

are independent businesses who hire out their services (including the use of their equipment)
to trucking companies.

The trucking industry is somewhat unique &tdle to other transportation industries) in its use

of owneroperators. In the ralil freight, air transportation and urban transit industries, drivers or
operators are exclusively company employees. In the taxi and limousine industry, most drivers
are owneg-operators. The trucking industry falls somewherebetween The share of owner
operators as a share of all truck drivers in Canada (include private trucking activity) is
approximately 2098.For the forhire trucking industry this share is likely muclgher (in the
range of 30%) where the owneperator model is much more common.

Further, there are various own@perator models in the trucking industry, with varying degrees

of independence from the carriers that they work with. For exampiest owner-operators
fSIFrAaS GKSANI GNHzO1 & G2 |+ OF NNX S Ndgistrstin OzhedS NI (0 S
owner-operators operate undertheir own operating registration

2TruckingHR Canadajork With Cargolttp://www.truckingcareers.ca/en/content/shuntdriver-1.
3 Estimate based on data from the Labour Force Survey.
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2.2  Current Driver Population

According to the 201National Household Survey (NH®)ere wee 283,185 truck drivers
employed in Canadamaking up 1.57% of all employment in the countApproximately
158,000 of these drivers were employed in the -fore trucking industry. The rest
(approximately 125,00@rivery were employedoy other companiesvhose primary business
was not truckingseeFigure2-1). Of the forhire industry drivers, approximately orthird were
engaged in specialized trucking activity,es the products that they carry require the use of
specialized equipment such as bulk tankers and refrigerated trailers.

Figure2-1: Number of Truck Drivers Employeih the ForHire and PrivateTruckinglndustries

= General Freight Trucking
= Specialized Freight Trucking
= Other

SourceCPCS analysis of 2011 National Household Survey, Statistics Canada

The fact that the labour force in Canada is aging is well known. However, the truck driver
population is aging at a faster pac&ccording to our analysis of NHS datze tiverage age of
truck driversemployed in the fothire trucking industryincreasedfrom 44.1 years in 2006 to
46.2 years in 2011, an increase of 2.1 years. Meanwliile average age of workers in all
occupations increased from 40.1 years in 2006 to 44.3011, an increase in 1.4 years (see
Figure2-2).

CRCS 1
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46.2

44.1

41.5

40.1

Truck Drivers All Occupations
2006 m2011

Source: CPCS analysis of 2011 National Household Survey, Statistics Canada

The NHS data are the most robust set of demographic data available. However, because the
NHS is only conducted once every five years (corresponding to Census years), they are not the
most current data. Labouforce Survey (LFS) data are collected more frequently, however, the
LFS sample size is much smaller. To provide a more recent estimtte afferage age of
drivers in the fothire industry, we used LFS data to analyze the trend of driver ages from 2011
to 2014, then applied that trend to

our estimate of the average truck

driver age fom the NHS in 2011. This

allows for an estimate of the average

age, whichis still anchored in the

more robust NHS data set, but takes

advantage of the more frequent LFS

data. Using this methodwe estimate that the average fédrire truck driver agénad increased

to 47.1 years in 2014.

Figure2-3 provides some insight into why the truckiver population is older and aging more
rapidly than the rest of the labour force. Both the driver population and the labour force in
general have a glut of workers in the 45 to 54 year old age cohort, reflecting the impact of the
boomer generationThe labour force as a whole also has a glut of workers in2hé¢o 34 year

old cohort that is almost as larg&his is the result of the echo generation (who are the children
of the boomers). However, there is no similar glut of the echo generation amondyubk
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driver population. The occupation has been unsuccessful in attracting anywhere near a
proportionate share of workers from the echo generation.

Figure2-3: Population by Age Cohorflruck DriversversusAll Occuptations 2011
35.0%
30.0%
25.0%
20.0%
15.0%
10.0%

5.0%

0.0%
15t0 24 years 25to 34 years 35 to 44 years 45to 54 years 55to 64 years 65 years and
over

mmmm Truck Drivers 2011 === Al Occupations 2011

Source: CPCS analysis of 2011 National Household Survey, Statistics Canada

Figure 2-4 provides more detail on how the truck driver pdption has aged since 2006.
Between 2006 and 2011 the share of drivers in the 25 to 34 year old cohort dropped from 18%
to below 15%, while the share of drivers in the 55 to 64 year old cohort (most of whom will
retire over the next decade) increased frob7% to 22%As the ratio of younger to older
workers continues to increase for the labour force as a whole, it is clear that the trucking
industry will have to reverse this trend, and fast.

While the echo generation is mostly absent from the dripepulation, women are almost
entirely absent. 97% of all truck drivers are male, compared to 52% of all employees in all
occupations! Figure 2-5 shows the gender digbution for truck drivers and other selected
occupations.

42011 National Household Survey, Statistics Canada

CRCS 13
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Figure2-4: Age Distribution of Truck Drivers 2011 versus 2006
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m Truck Drivers 2011  m Truck Drivers 2006

Source: CPCS analysis of 2011 National Household Survey, Statistics Canada

Figure2-5: Gender Breakdown for Selestl Occupations

l

Heavy-duty equipment mechanics

o

Automotive service technicians

Truck drivers

Railway and motor transport labourers
Delivers and courier drivers

Material handlers

Supervisers, motor transport operators
All occupations

Dispatchers and radio operators
Transportation route and crew schedulers
Financial managers

Human resources managers

Finance and Insurance Administration Occupations
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

"% Male ®% Female

Source: CPCS analysis of 2011 National Household Survey, Statistics Canada

By province, the largest concentration of drivers are found in Ontario, followe@umbec,
which is no surprise given that they are the most populous provincesHgeee2-6). However,

CRCS 14
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relative to their respective labour forceguck drivers aremore heavily concentrated in New
Brunswick, Alberta, Manitoba and Saskatchewan {Sgare2-7).

Ontario

Quebec

Albera

British Columbia
Saskatchewan
Manitoba

New Brunswick
Nova Scotia
Newfoundland

PEI

Figure2-6: Number d Truck Drivers by Province
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Source: CPCS analysis of 2011 National Household Survey, Statistics Canada
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Figure2-7: Distribution of Employmentby Province
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Source: CPCS analysis of 2011 National HousBholgy, Statistics Canada
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Immigrants make u@bout 20% (57,000 driversjf the truck driver population (seEigure2-8).
However, this percentage is smaller than stfor the Canadianworkforce. Nompermanent
residents make up a very small share of the driver populatan0.5%,compared tothe
workforce as a wholat 1.1%

Figure2-8: ImmigrantContribution to Enployment

Non- . Immigrants Non-
immigrants permanent
residents
Truck Drivers 79.5% 20.0% 0.5%
All Occupations 77.1% 21.9% 1.1%

Source: CPCS analysis of 2011 National Household Survey, Statistics Canada

Truck drivers tend to be oveepresented as compared to the total labour forcen terms of

the percentage of those employduhavingan apprenticeship of trade certificad&liplomas, high
school diploma, or no diploma or certificateMeanwhile, tuck drivers are underepresented

as compared tdhe total labour forcein terms of the percentage of people with college, CEGEP
or university degrees.

Figure2-9: Highest Level of Educational Attainment (Share of Total)
35%
30%

25%

20%

15%

10%

ol Il ol I

0% .

Share of Total

No certificate, High school Apprenticeship or  College, CEGEP or University
diploma or degree diploma or trades certificate or other non-universitycertificate, diploma or
equivalency diploma certificate or diploma degree
certificate

m Total Labour force m Truck drivers

Source: CPCS analysis of 28&ational Household Survey, Statistics Canada

2.3 Trends in Driver Employment and Wages

Generally, LFS is the most comprehensive source of wage data by occupation. However, in 2014
the CTA carried out an industry survey asking carriers to report driver wageTdas section
compares wage data from the two sources.
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2.3.1 Compaison of CTA and LFS wage data

TheCTAsurvey was administered to 305 Canadian trucking companies, covering 20,697-tractor
trailer drivers and 1,819 straight truck drivers. All provinces wepgesented, and respondent
carriers reported minimum, median, average, and maximum hourly wages before benefits.
Owneroperators and temporary foreign workers were explicitly excluded from consideration.

These data can be compared to thESlata on houry wages reported for workers qualifying as
truck driver by occupation, and as belongingNorth American Industry Classification System
(NAIC)Industries 4841 Generalized Freight Trucking) 4842 (Specialized Freight Trucking).
Thus truck drivers fomprivate fleetsare excluded.

The CTA survey concluded that theeeage hourly wage rate for tractdrailer driversin
Canada was $288. This is higher than the averafm-hire truck driverwage according to the

LFS ($215). The average wage calculated by the CTA, however, was the straight average
across companies. It did not appear to account for the number of employees by company. In
other words, all companies were weighted equally, rather than weighted by number of
employess.

In order to address this, we calculated a weighted average wage by province from the CTA data.
After this adjustment, the average wage according to the CTA data decreases from $22.88 to
$22.67. Havever, thiswageis still 7%higher than the average wageported from the LFS. The
average wage from the CTA data also remains higher than the LFS average across all provinces
(seeFigure2-10). The discrepancy is smadkein Ontario and British Columbia, and largest in
Quebec, Nova Scotia, and Manitoba. Relevant data were not available for Newfoundland and
P.E.Il.

$30
$25
$20

$15

Hourly Wage

$10

$5

Canada NL PE NS NB QC ON MB SK AB BC

CTAmLFS
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+ 14%
+12%
+ 10%

+ 8%

+ 6%

Wage Discrepancy

+ 4%

+ 2%

Canada NL PE NS NB QC ON MB SK AB BC

Source: Statistics Canada Labour Force Stiove301314; Canadian Trucking Allianfoe 2014

Note that the average shown for the CTA is the weighted average, as described in 3&ction

2.3.2 Wages for Truck Drivers Compared to All Occupations

The LFS and CTA wage rates can also be compared to provincial medianRigage2-11
shows the median hourly wage for all occupations as a line, and average wages for the trucking
industry as columnghese are the same as féigure2-10).

Truck driver wagesneet or exceed the provincial median for most provinces, especially
Western Canada In Eastern provinceshey are broadly in line with median wages for all
occupations. The situation is most aigbous in Quebec, where the CTA and LFS data sources
generatedifferent conclusions.

Comparing median and average wages is not ideal, since average wages tend to be inflated by
outliers (extremely high values). Notably, the average wage rate foroalpations is
significantly higher than the median for all occupations.

However, there is reason to believe that truck driver wages are much less prone to this issue
than other occupations, as wages are more uniform across the industry. The CTA cdaitgbted
average and median data at the company level in its survey; although the medians cannot be
scaled to the level of the entire industry, the median and average can be compared for
individual companies. Such an analysis reveals that at the companydeesge wages exceed
median wages by on average 1%. In other words, an average truck driver wage of $20/hr
corresponds to a median truck driver wage of $19.79/hr, roughly a 20¢ difference. This is
insufficient in explaining the high wage rate for truckowmpared to all occupations shown in
Figure 2-11, but demonstrates that tb gap between average and medianiver wages is
relatively small.
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Figure2-11: Truck Driver Wages Compared to Provincial Median Wages for All Occupations
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Sources: Canadian Trucking Alliance average for tréretiber drivers, 2014; Statistics Canada Labour Force Survey average for Occupation
caegory Truck Drivers and industry categories General and Specialized Freight420ESnedian hourly wages by province/territoas
reported by Employment and Social Development Canada314

2.3.3 Potential Causes of Wage Discrepancies

The table below odines some of the potential sources of wage discrepancies, aside from the
guestion of medians vs. averages discussed previously.

Figure2-12: Potential Causes of Wage Discrepancies between LFS and CTAD&&ge

Cause Description Conclusion

Long Haul vs. Locd The CTA data are folonghaul tractor-trailer | Longhaul drivers generally have
drivers, whereas the LFS data are not availabl{ higher average wage rate than
such a level of detail (Specialized and Gen{ local drivers. This likely explaing
freight both include local and long distan¢ much of the difference between
component3.® Although not its main focus, th{ the CTA and LFS wages.

CTA survey also collected wage data for stra
truck drivers, for carriers that had such operatiof
The data showan average 15% wage increme
for tractor-trailer drivers compared to straigh
truck drivers.

Specialized vs. The LFS data are for both Specialized and Gell Specialized Freightbulk tankers,

5 Statistics Canada, North American Industry Classification System (NAICS) Canada 2012, 484 Truck Transportation
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Cause
General Freight

Description

Freight trucking.Notably, the Specialized Freig
category includes certain tractdrailer drivers
since it includes refrigerated vehicles. These
part of the Other Specialized Freight Truck
NAICS codes, which represent over one quarte
employment in Specialize&reight® Overall, the
LFS wage rate for Specialized Freight is $2
nationally, compared to $20.52 for General Frei
(approximately 10% higher).

Conclusion

refrigerated, motor vehiclg
carriers, etc.drivers have a highe
wage rate than General Freigh
drivers. However, tractetrailer
drivers from the CTA studglso
fall within both categories, so w
would not expect this to impac
the results

Private vs. Fehire
Trucking

Private trucking is not included in the LFS d4
since the data are segmented by both occupati
and industry. Private wagemay be somewhat
lower than forhire wages but this dynamic doe
not affect the results here.

Analysis is of fehire truckingg no
impact on results.

Truck Drivers vs.
Other Emploges

The LFS data are segmented by both occupa|
and industry. Thus both studies compare dri
wages.

Analysis is of truck drive
specificallyc no impact on results.

Reporting of
Wages

The CTA survey respondents were asked for hg
wages beforebenefits. It is thus up to individua
companies to convert per mile pay rates to p
hour rates, using the number of paid hours. T
LFS is a household survey and requires- {
reporting of hours and wage rate§.o counter
non-response bias, the LFS impstavages for
certain respondents based on other responde
with similar characteristics (e.g. occupatidn).

Neither method should includs
benefits but it is difficult to
systematically assess the impad
of differences in reportingBoth
methods likely enounter issueg
when converting per mile rates t
hourly rates.

If the LFS wage rate is restricted to general freight only, the national wage rate decreases by
3%. On the other hand, if the wage premium for traet@iler drivers over straight truck
drivers is assumed to be similar to the wage premium for {distance over local trucking, the

LFS wage rate increases by 6%. The combined effect of these adjustments would be an increase
in the LFS average wage rate from $21.15 to $21.68. This leaves amutedyi 4.5%0f the
difference relative tathe CTAational average wage ratbat is the result of other factors.

8 Employment can be approximated from Canadian Business Patterns data, using establisbunéntabulated
by employment size category. These are available #63A G b! L/ { Ay Rdza{iNASa&
Industry Statistics (CIS) for 2013

7 Statistics Canada, Labour Force Survey: Data Quality Statements (Reference Number 3701)

Ay LYR

CRCS
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$26 .
All Occupations
$24
Motor Vehicle and
$22 Transit Drivers
Truck Drivers
$20 —
$18 e Bus, Subway and

L — Other Transit Drivers

$16 —_— Taxi and Limo Drivers
and Chauffeurs
$14

== Delivery and Courier
Drivers

$12
2009-10 2010-11 2011-12 2012-13 2013-14

Source: CPO%halysis of Statistics Canada Labour Force Survey
Note: Two year moving averages reported

While the LFS and other sources report driver wages as an hourlyate| compensation of
drivers may not actually be based on number of hours worked. Depending on their
circumstances and types of deliveries, some drivers are paid hourly wdpsncebased
salaries(a certain number of cents per kilometer drivenr) by the trip. Other factors can at
times also be taken into account such as the number of deliveries made (amount drivers are
paid being dependent on the number of deliveries made). Additionally, in some cases, drivers
are paid based on a hybrid of the abawechanisms, such as a driver being paid a base amount
per hour and another amount per kilometer driven. Distat@sed and pertrip payment
structures encourage efficient driving and transfer some risk away from companies and on to
drivers themselves, whare paid based on performance. In such instances, drivers will
therefore have an incentive to avoid travelling during peak traffic periods, since their effective
hourly rate is lower.

Typically, truck drivers operating in urban routes, such as servingdrdistribution centre to a

number of delivery points in an urban centre, are often paid an hourly wage. Drivers generally
KIgS tSaa OK2AO0S a (G2 ¢6KSy G(GKS& OFy RNRYS |y
when serving urban routes (operatiran fixed schedules and short routes). Ledvayl truck

drivers are much more commonly paid based on distance travelled. Such drivers often have
more choice as to which hours they drive and can plan out to avoid urban centres during peak
periods. Overall, log-haul drivers are often paid more than local driveis. noted in the next

section and in chapteb, drivers generally prefer to be home regularly and work csiest

schedules. Local trucking is better able to offer such schedules. As a consequendgulong
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drivers often require a wage premium relative to local drivétailing to distinguish between
the two likely contributions to an underestimation of lohgul driver wages.

2.4 General Trucking Industryrends

2.4.1 The Importance of Labour and Labour Costs

Trucking is a labotintensive business. In fact, fdmoth local andlong-haul trucking labour
costs are the largest component of total costs. At 30% of fotad-haul truckingcosts, labour

costs are a larger component than fuel costs (21%), capital costs (11%) and maintenance costs
(9%).

Figure2-14: LongHaul Trucking Industry Cost Structure (2010)

Maintenance
9%

Source: CPG8halysis of CANSIM Table 40109.

Note: 2010 da are the most recent available. Other costs include insurance, utilities, telecommunications, other purchased servicesrand oth
overhead costs.

Labour costs include the cost of both driver and +viver positions. As drivers makeup
approximately twethirds of the trucking industry labour force, we estimate that drilagyour
costs account for roughly 20%lohg-haul truckingcost structure.

2.4.2 Market Trends

Naturally, growth in truck transportation demarténds to track overall growth in the wider
economy. The industry therefore experienced decline during the recession of 2008/2009 before
recovering quickly as the general economy recovered. International trade, particularly with the
US, is also a large factimpacting Canadian trucking industry demand. Rising import and
export trade with the U.S. increases demand for kwagil trucking in particular.
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Recently, crude oil pricesand by extension fuel costhiave declined precipitously due to
oversupply. Theevercompetitive forhire trucking industry has passed on much of these fuel
cost savings through reductions in fuel surcharges. In November, #0d/as estimated that
general freight fuel chargelsad fallen to below 13% of base freight costs. This ig/mdrom

over 22% in early 2014. Meanwhile, total freight costs (including fuel surcharges) have been on
an overall declining trend since early 20*1Bhis may reflect not just the decline in the price of
fuel, but also the softening of demand from the eggrsector and a general softening in
economic conditions in Western Canada.

2.4.3 Labour Market

Unlike jobs in some other industries, such as manufacturing and information technology, truck
driving is an occupation that cannot be offshored or shipped oversehs.nked to be filled by
labour locally. While educational requirements may be less common for truck drivers than
other occupations, employers tend to experience difficuity finding sufficient qualified
applicants. Many carriers are hesitanthoe applcants under the age of 25 years due to higher
insurance premiumsAnd naturally, theyend to look for candidates with some experience
driving vehicles professionally. Candidates raéspo not be willing to be away from home for
longer periods of times, agquired by long distance truckindccording to one studyt was
found that as distance covered becomes greater, hiring drivers becomes more dffficult.

Turnover Rates

Carriers noted (through interviews conducted for this report) that turnover ratese haeld
relatively steady over the past year, with turnover rates generally in the 20 to 30% range.
According to TruckingHR Canadd% (9out of 22) in their Top Fleet Employprogram saw
turnover rates of betweer®% and 15% in 2015nd the majority (15 out of 22) had a turnover
rate below 30%

As expected, carriers have seen the highest turnover rates for-Hang positions, although
shuntingpositionswere also noted to be prone to higher turnover than average as well. Some
carriers noted temporary surges in turnover rates whelmanging over to electronic ¢s and
introducing more accountability concepts in general. However, carriers believe that these
initiatives will help, rather than hinder recruitment and retention in the lgegn.

Driver Supply Studies in Canada and the United States

Many reports and industry observersouth of the borderhave also noted an increasing
apparent shortage in truck drivers. The American Trucking Association reported that there

8 NULOG,Canadian General Freight Indganuary 27, 2016)
9 CAMGRoute, Diagnostic de la maiR U dzdzONB Rl ya €S aSOiGSdzNJ Rdz (G NJ y&LR NI
(January 2012).
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would be an expectedhortage in the United States of 50,000 drivers by the end of 2015.
They also noted compensation increasing betweet?8 a year for truck drivers, in pad
attract the necessary labour to fill positions. Such a shortage is expected to worsen in the
coming years.

Job outlooks for truck drivers in Canada are generally above avé€raggditionally, many
flo2dz2NJ YFNJ SO FylfeéeasSa KIFI@S y2GSR 0GKIF G GNUzO]
attracted as many new entrants as other occupations. StagisTi@anada expects the majority of

labour demand to come from replacing retired workéts.

Meanwhile,recent labour supply and demand forecasts were produced for the trucking sector
in B.C'3 According to these forecasts, the labour market for truck driverdtC. will be nearing

a tight market in 2016. From 2017 through 2024 the forecasts are for a tight market. Much of
the tightness is expected to be a result of attrition in the industry. As an outcome, B.C.
employers can expect to face recruitment chatjes from 2017 onwards.

Another recent study profiled the driver workforce serving Atlantic ports. That study found that
the drivers serving these ports were older than the national average, with 42% being 55 and
older!* As a result, a significant number kdtirements are expected over the next 10 years,
which in turn will create serious recruitment challenges for the industry.

2.4.4 Regulation

In 2002, the ministers of transport in all provinces agreed to adopt identical regulation for the
maximum daily number of driving hours a driver can operate a heavy vehicle. These standards
were aimed at reducing total driving hours to increase safety ratdrally led to an increased

need formoredrivers in the sector.

In Ontario and Quebec, trucks are now electronically limiteda maximum speed of
105km/h > This may have leth some small increases in total number of drivers needed where
productivity may have suffered due to this restriction, though likely this impact was minor since
it is estimated that few trucks traveled at speeds higher than, tbis average prior to the
implementation of limiters.

10 patrick Gillespie, CNN Monéyruck Drivers wanted. Pay: $73,0@xtober 9, R15).

LCc2N) SEIFYLX S 32@SNYyYSyid 2F hydl NA2Q& 2dzif 221 F2N N
I @S NI 3 Stépst/wgwSaprtcu.gov.on.ca/eng/labourmarket/ojf/profile.asp?NOC_CD=7411

12 Statistics Canada, Job Futures Quebec, Truck Drivers (Unit Group 7411). Accessed December 29, 2015.

13 Asia Pacific Gateway Skills Taldlee British Columbia Asia Pacific Gateway: Trucking Sector Outlookg 2015

2024.

1 Asia Pacific Gateway Skills Tabkyour Force Profile of Professional Drivers Working at Ports in Atlantic Canada.

5 Transport Canada, Summary Repdssessment of a Heavy Truck Speed Limiter Requirement in Canada. Date
Modified: 201312-10.
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There has also been some debate on weighstrietions in the United State’$,which could
have implications for Canadian companies that operate on transborder ro@asently,
Federal weight restrictionare much more stringent the U.S., as thelymit total gross vehicle
weight to 80,000bs. on the interstate highway systenThis is opposed to limits in excess of
100,000 Ibs for tractor semitrailers in CanadaSomeobservershave proposed increasirthe
interstate highwaylimit to 91,000Ibs. Manyindustry stakeholdersrgue that higher weight
limits would allow for more efficient and productive transportation, as well as the removal of
trucks from the roads as more goods can move in less vehiEles.examplethe U.S.
Department of Transportation estimated that increasing truck weights could reduce logistics
costs by 1.4% per year and produce a cost savings of $5.6 Hillion.

2.4.5 Technology

Technologicaimprovementshave also impacted how truck drivers operate, mostly hejpim
improve overall productivity. The use of global positioning sysieasswell as on board
diagnosticshave allowed trucking companies to better locate trucks and monitor how trucks
are used, fuel consumption, and other factors. The widespread uselloplcones have also
allowed for easy communication between drivers and also for coordination with receivers.

Electronic Logging Devices

A specific technology that will become ubiquitous in the near future is the electronic logging
device (ELD). ELDs gyrumize with vehicle engines to automatically record driving time,
making hours of service recording easier and more accurate. In the U.S. ELDs have become
mandatory and are being phaséa from 2017 to 20192 A similarcommitment to ELDs has

been made byTransport Canada, with the timing of implementation yet to be announced.
Neverthelessmany Canadian carriers have already beguneven completeda full transition

to ELDsFor example, Shaw Tracking supports over 700 customers using a total of more than
50,000 ELD units in Canatfa.

6 Berman,Call for increased truck size andigig struck down by House

17 For example the according to the MOU on Interprovincial Weights and Dimensions the maximum gross vehicle
weight for a six tractor semitrailer is 46,500 kg., or approximately 102,500 Ibs.

8 The Journal of Commerce, Regulatiand Policy, Legislation Aims to Find Middle Road in US Truck Weight
Debate. Accessed December 31, 2015.

19The Federal Motor Carrier Safety Administrati&itectronic Logging Devic@i3ecember 21, 2015).
https://www.fmcsa.dot.gov/hoursservice/elds/electronidoggingdevices

2OShaw Trackingg A Y AAGNE 2F ¢NI YALRNI | yy2dzyOS ¢NIXyaLRNI /FylRE
http://www.shawtracking.ca/ministefof-transportannouncetransportcanadassupporton-electroniclogging

deviceeld.
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Automated Vehicles

Increasing automation in driving technologies may also allow for more productive use of
RNAODGSNBQ GAYS &omhationKoSdrivingzactzbi id likeBydeéry far lofflznto the
future, weltbeyond the ten year outlook that this report takes. Partial automation may be able
to save some driver time in the ledsstant future. These trends are briefly touched upon later

in section4.2.

Hours of Service Regulatisn

Hours ofService regulations impose rest requirements on drivers of commercial vehicles
example, in the Provincef Ontario, HOS are governed by Ontario Regulation 555/06 of
Highway Traffic A¢the key components of which include:

1 maximum 13 hours of driving time per day

1 no driving after engaging in 14 hours-daty time (including other work activities) per
day

1 mandatory breaks from driving: at least eight consecutive hourslaty time per every
13 hours of driving time or 14 hours of -gluty time

1 various cycle requirements, such as at least 24 consechtives ofoff-duty time every
14 days.

SourceGovernmentof Ontario, hitp://www.ontario.ca/laws/requlation/0605550ntario

2.4.6 Owner-Operators

As noted in sectior2.1.4 owneroperators are an important part of the truck driver labour
force.Factors that influence attractiveness of the owrmrerator model will have an impact on
the total driver supply.Theefore, it is useful to review the benefits, challenges and trends
related to owneroperator models in Canada.

Keys to OwneiOperator Success

The ability of owneoperators to be successful and remain in the business is based on several
factors. To a greateextent than company drivers, owneperators must be good financial
planners. This means planning their expenditures and revenues over theydiie of their
equipment, rather than just yeao-year. For example, owners of new trucks will find that in
the first few years of operation, their maintenance costs may be very low. However, prudent
owner-operators recognize that maintenance costs will increase as their tractor ages and treat
these expected maintenance costs as a liability in the early yeatmgR® do so means that
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the owneroperator is overestimating his net income in early years @nd for a surprise in
later years?!

On the other hand, owneoperators can benefit from maintaining their truck in good condition
and keeping it in operation beyond the financing terAs noted in sectior2.4.1, capital costs
makeup approximately 11% of the total lehgul trucking cost structure. Because owner
operators likely have much lower overhead and administrative costs, this capital cost share for
owner operators is likely much larger (perhajs the range of 15¢ 20%). Shedding the
associated financing and repayment costs in later years of operation can result in a significant
boost in net earnings as a result. For owsogerators then, being able to do some of their own
maintenance, being vilgint about identifying potential issues and driving their tractors with
care can not only reduce their maintenance costs, but decrease their capital costs as well.

Owner-Operator Programs

As noted in sectior2.1.4 various owneoperator models exist with respect to their level of
integration with and independence frorrcarriers with most owneroperators in Canada being
contractedto a single carrierFrom their grspectives, carriers vary considerably with respect
to the degree to which they contract with owneperators. Some carriers rely entirelgr
almost entirely on company drivers, while others maintain a split of 50% or more owner
operator drivers. Thosearriers have active ownaperator programs, designed to provide
incentives to current and prospective ownreperators.

For example, some carriers offéo

pay for loading and unloading

activity, plates, insurance, etc. Others

will also provide a fuedubsidy

program to offset the risks of variable

fuel costs. In some casesompanies

will also provide group health plans.

To the extent that companies prowd

these incentives (as opposed to

making a single, aih payment for all services rendered), the owsrggrerator can take on
characteristics oA company drivewhich clouds their independent status

Naturally, financing the purchase dd truck is one ofte biggest obstacles to becoming an
owner-operator. A new truck tractor costs between USD$110,000 and $125%2008Mth the
weakened Canadian dollar today this amounts to between CAD$155,000 and $180,000.

2! Ruddfs, On-Road Editor: Becoming a Successful Owner/Ope(@ictober 2004).
http://www.trucknews.com/features/onroad-editor-becominga-successfubwner-operator/.
22Kilcarr,Big Rigs, Big Codidovember 2014ttp:/fleetowner.com/blog/big-rigshig-costs
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Purchasing trucks on the secondary market is oftemrbute of choice of owneoperators, but
even in that case the weak Canadian dollar is pushing up purchase costs. In recogrtiion of
general challenge of equipment financjrspme carriers offer owneoperator lease programs,
where they take advantagef their own volume discounts to make the initial purchase before
leasing trucks to owneoperators??

Recent Trendsand Pros and Cost of Own&perator Models

Consultations with industry stakeholderevealed different trends related to ownaperators.
Same carriers noted that with the recent softness in the general economy, they were more
likely to reduce their share of ownaperators in the neaterm to ensure full utilization of
their own fleet. Other carriers remain indifferent to owneperator or canpany drivers; their

main concern is with the quality of the driver. Yethers have explicit targets for increasing the
owner-operator share of their driver workforce.

There are several reasons why companies may or may not prefer empeeators to conpany
drivers, or prefer a healthy mix of bothVith ownership of their trucks, ownesperators are
generally seen to be more committed to the industry and more likely to care for and maintain
their vehicle. Although owneoperators see the direct benefitef caring for their vehicle,
carriers benefit as wellas the portion of their payments to own@perators that implicitly
cover maintenance can be lower than what their maintenance costs would have been on their
own truck using a company driver. Furthermore, some carriers noted that comemrators are

more likely to drive more efficiently (since they are usually directly on the hook for the fuel bill),
further reducing their cost of operatiom recent study also found that owneperators in the

U.S. also have better safety records than company drifersey are also perceived to be less
fA1Ste G2 Gl 1S 4aaro]l] RIFeaégd O60KS ({AYyR OGKIFG I NB
paid only for the time that they work. Perhaps most important, contracting with owner

2 LISNI (2 NA NI R dzO&sts(along With iR AsSobiddeil debtlandxisk ledetdpeit

in exchange for larger ongoing operating costs (owm@erators of course need to earn a
return on capital as well).

As a consequence of the high upfront costroick tractors mentioned aboe, however,some
owner-operators are more likely to operate older or pocedpecified trucks. Some carriers note
that due tothis, combined with the fact that they provide fuel efficiency incentives and training
to company drivers, their owneavperator fleet actualy performs worse on average in terms of
fuel efficiency.

2 TransxOwnerOperator Programhttp://www.transx.com/drivers/owneroperators.cfm

24 Cantor, OwnerOperator versus Company Driver Safety Performance Anal{@&suary 2016).
http://www.intrans.iastate.edu/research/documents/researdaeports/owner-operator vs company

driver _safety w_cvr.pdf
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1 Forhire trucking industry GDP is forecasted to grow from $19.2 billion in 2914
$24.1 hllion in 2024 for a compound annual growth rate 2.2%.

I Taking into consideration expected labour productivity growth, this industry
growth implies the need for 25,000 additional truck drivers by 2024.

1 Meanwhile, due to the aging driver workforce, the supply of drivers available is
expected to decreasby approximately 9,000 drivers over the same period of
time.

1 By province, demand is expected to grow the most (in absolute terms) in Ontario,
followed by British Columbia.
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This chapter provides the baseline forecast for-tioe trucking industry demanénd the
resulting forecast for driver demand, as well as the baseline forecasts fdirfortrucking
driver supply.

3.1 ForHire Trucking Industry Outlook

As noted in sction 1.3, although a large number of drivers are employed bhonse carriers,

we focus our analysis on the fbire trucking industry. The gap between the supply and
demand of drivers is expected te larger in the fohire industry, as fehire carriers are more
likely to employ longhaul drivers. That said, 4mouse carriers certainly face pressure when
hiring drivers as well. An analysis that is constrained to thehii@ industry canthen be
thought of as a minimum case. If demand for drivers is expected to outpace the supply of
drivers available to the fehire industry, it is likely that the thouse industry would be facing
increasing pressures as well.

3.1.1 Summary of Driver Demand Methodology
The methodology for the baseline forecast of driver demand was developed as follows:

1 Development of GDP forecasts for the-fare trucking industry (NAICS 484) for Canada

1 Development of GDP forecasts for the transportation and warehousing industry (NAICS
48-49) by province

o Development of provincial GDP forecasts for the-Hwe trucking industry by
using the current NAICS 484 share of NAIG894By province, applying that
share to the NAICS 48 forecasts by province, then aligning those forecasts
with the national NAICS 484 forecast

1 Development of driver demand forecast by province by applying current labour
productivity rates (specific to truck drivers) and projected labour productivity growth to
macroeconomic forecasts

The baseline macroeconomic forats for NAICS 484 at the national level and NAIC& 48

the provincial level were prepared by the Conference Board of Canada. Provincial level
forecasts for NAICS 484 were then developed from the above forecasts. Labour productivity
rates were estimatedrom current labour force data, while labour productivity growth rates
were based on past growth rates and feedback from industry consultations on prospects for
labour productivity growth in the future.

3.1.2 Traditional Demand Drivers for Fdtire Trucking

Demand for trucking services closely related to general economic actimttyitively, one might
think thatit is more closely linked with output of googsoducingserviceproducing industries.
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However, servicgroducing industries such as retail and whallestrade are important drivers
of demand for trucking services. Over the past two decadeshifertrucking GDP growth has
actually been linked more closely with servm®ducing GDP growth (98.6% correlation) than
it has been with goodproducing GDPrgwth (92.6% correlation)With that said, the impact of
events such as the contraction of gogai®ducing industries during the recession of 2069
apparent when examining trends in trucking industry GBigure 3-1 shows the growth in
trucking and total industry GDP since 1997.
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Souce: CPCS Analysis of Cansim TableDB39

An analysis of inpubutput (I0)accountsunsurprisingly showthat a diverse set of industries

use trucking services as part of their production procd$se 10 accounts provide a detailed

view of the inputs andutputs that are used and produced by different industries. In other
G2NRaY FT2NJ SIOK AYyRdzAGNE GKS Lh I 002dzyia LINRO
produce the goods or services that it then sells to other businesses or consumers. These
accounts can be used to some extent to show which industries rely most heavily on trucking
services as a part of their recipe.

However, there are some challenges associated with identifying the key users of trucking
services in this way. This is due to faet that according to the 10 accounta large portion of
0NHzO1 Ay3a aSNBAOSEA | NB LIzNOKIF&ASR o6& | FAOGAGES
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industries andcommodities have been created in part to reconcile producer and wholesale

prices. Wholesale prices include the cost of transportation to the buyer, whereas producer
prices do not. As a result, we will often see industries that do not purchase a greabfdeal
GNHzO1Ay3a ASNWAOS&aS o0dzi R2 LIzZNOKIF &S F £ NASNI L
behind these transportation margins are trucking services. This is confirmed by the fact that by

far, the greatest input into transportation margins industaye freight truck transportation

services®

With that in mind,Figure3-2 identifies some of the key users of fhire trucking service§ in
Carada acording to the 10 accounts.

Repair construction [BS23D000]
Non-ferrous metal production and processing [BS331400]
Animal production [BS112000]
Dairy product manufacturing [BS311500}
Crop production [BS111A00]
Repair and maintenance [FC110000}
Couriers and messengers [BS49A000]
Automobile manufacturing [BS336110]}
Pulp and paper mills [BS322100}
Residential building construction [BS23A000]

0 200 400 600 800 1000 1200 1400 1600 1800

Source: CPCS Analysis of Statistics Canada 20140afmut Accounts

Notes: Trucking services include general trucking, specialized trucking and transportation mRrgia (inhouse) trucking is not included.
The transportation margins, truck transportation and support activities for transportatidustriesare excludedrbm the analysisindustries
are generally shown at either the three or four digit level of aggregation.

25To conplicate things furtheraccording to the data, the fenire trucking industry also purchases a large portion

of its own services (indicating that companies within the industry are purchasing services from each other). We
ignore this for the purpose of ideifying the key industries that use trucking services.

26 Transportation margins are included here with-fdre trucking services. As a portion of transportation margins
relate to rail and other transportation services, foire trucking service usage mhag over or understated in some
cases.

CRCS 2



The Truck Driver Supply and Dema@dp

The residential building construction industry appears as the heaviest user of trucking services.
However, it should be kept in mind that due to thieotce of industry aggregations within the

IO accounts, industries are shown at the two, three, four or five digit leffelsexample, the
residential construction industry is at the twigit level of aggregation, while the automobile

and lightduty motor vehicle manufacturing industry is at the frdegit level of aggregation. If

data were available for all industries at the fidmit level, the latter industry would be by far

the largest user of trucking services.

The analysis regarding the key userstratking services will be revisited for the purpose of
creating alternative plausible scenarios for trucking industry and truck driver demand.

Derived demandversusindustry enabler

We generally think of demand for trucking services to be derived fronddrmeand for goods

FYR aSNIBAOSA TNRBY (R axdiple donsumer GehMind forrefalR glzads NA S a
ddzoaSljdzSyidte GNAIISNBR GKS NBGIF A Indéed, W&doA y Rdza
make this assumption in our macroeconomic forecast®we\er, there is at least some

feedback mechanism at work. Lower cost and more efficient trucking services will help to
enable growth in those other industries while higher cost and less efficient trucking services can

stifle growth in those industriedJsing the retail trade example, lower trucking costs will help to

lower the price of retail goods that consumers see, thereby stimulating consumer demand for

those goods.

Thisfeedback mechanisns important to note in the context of the truck driver qup and

demand gap. If the supply of drivers is projected to be considerably lower than the demand for
RNAOSNE Fa RSUOUSNNYAYSR 0@ YI ONE S Oroyt@ieisGhatT 2 NS O
those macroeconomic forecasts may simply not materigi&genomic growth would be lower

than forecasted).This canoccur both in terms of overall economic growth as well as the
distribution of growth among industries, where thogalustriesthat are moredependenton

trucking servicesre more likely to suffer irthe situation where drivers are particularly hard to

find.

With that in mind, weturn to our baseline forecast o&56DP growth of thdor-hire trucking
industry.

3.1.3 ForHire Trucking National Forecast

The national forecast for the fdrire trucking industry wa generated by the Conference Board
2F /FylFRIFIQa bl A 2 yHird truskitgAnddstyy /GDOP veag¥2 Bilfiod (2607 $NJ
Constant) in 204 Industry GDP is expected to grow to $24.1 billion in 2024 Kggpere3-3) for

a compound annual growth rate of 2.2%.
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3.2 Implicationsfor Truck Driver Demand

3.2.1 Productivity in the Trucking Industry

An increase in demand for trucking services will mean an increase in demand for truck drivers.
However, this is not a 1:1 relationship. Increases in laboudyrtivity allow for greater output
relative to a given amount of labour input. For the trucking industry, increasing labour
productivity means more tonnes or cubic metres of freight hauled per emplayemore
specifically, per truck driver.

Over the pastew decadeslabour productivity in the trucking industry has ieassed due to a
number of factors. One reason is that trucking companies have become more efficient in
managing their backhauls, resulting in fewer empty, mewenue generating milesThis vas
especiallythe caseafter the industry was deregulated during the 1980s. Before then, limited
numbers of operating certificates were allocated on specific routes by provincial governments
limiting competition and potential routing combinations for imdiual companies.More
efficient routing has helped to ensure that greater amounts of driver time is being utilized for
productive purposes.

Size and weight regulations haween significant contributorso productivity gains Longer
trailers andlong-combination vehicles (tractors hauling multiple trailers) hallewed trucking
companiego haul more product per truck and driver. For example, the maximum trailer length
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increased from 40 feet to 53 feet by the ml®90s in all provincesMaximum engths are
especially usefub K Sy OF NNBAY 3 LINBRdzOG& GKFG 4O0dzoS 2dzié
GNI AfSND 0ST2NB (KS@& aoSAIK 2dziéeé O6KAG GKS YIE

These and other factors have helped the industry to achieve pripdty gains that exceed
gains in the economy as a whole. The compound annual growth rate (CAGR) of labour
productivity in the trucking industry over the period from 1990 to 2010 was 1.62%, against
1.34% for the total economy (séagure3-4).
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3.2.2 Productivity and Driver Demand

An annual growth rate of 1.62% may seem somewhat trivial. However, its implications for
driver demand and economic growth in general are significant. If the industry experienced no
productivity gains over the same ped, in order to move the same volume of goods that it

does today it would need more than 30% more, or more than 50,000 drivers than it currently
employs?’ This is entirely a hypothetical situation. In reality, without those productivity gains
industry oul LJdzi o1 f2y3 gAGK Ada OdzaG2YSNRQ 2 dzi Lidzi o
Nevertheless, it illustrates the importance of labour productivity growth. Outside of that
growth the industry would have seen some combination of higher costs and lower growth.

27 This assumes that labour productivity has been spread equally among different occupations within the industry.
Given that truck drivers make up approximately WK A NRa 2F G(G(KS AyRdzZAGNE®A 62N] ¥
assumption, at least for the purpose of illustrating the rough impact on driver requirements.
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Any forecast of driver demand mugiten make some assumption about labour productivity
growth in the future. If an assumption is not made explicitly, then implicitly we would be
assuming no productivity growth. A no productivity growth scenario beyond/éing near term

is unlikely. But, productivity may be expected to grow at a slower rate than we haveoseen
the past30 years For one, labour productivity growth in the industry has slowed in recent
years, down to a CAGR of 0.9% over the past ten yaat9.7% over the past five years.

The deterioration in the growth rateeflects in large parfthe absence of major size and weight
increases in recent years as well as the fact that the effects of economic deregulation in the
1980s have already beemlfy absorbed. In fact, the industry may be facing more regulatory
headwindsthat have or will have dampening effects on labour productivity, such as driver
hours of service regulations in the US.

Other external factors could create further barriers fature productivity gains. For example,
growing congestion in urban areas increases the amount of time required for drivers to make
deliveries. How urban areas respond to growing congestion is uncertain. In Canada, there has
been a notable increase in instenent in urban transit services. These investments have
targeted modal shift in order to help alleviate congestion for remaining road usehether

these investments are successful in helping to alleviate congestion remains to be seen. Even if
they are,they may only be successful in helping to slow the rate of growth in congestion itself,
rather than in reducing congestion in absolute terms

Given these factors, we assume that labour productivity growth in the industry to follow the
trend over the pasten years (a CAGR of 0.9% as noted ab@gle noting that the actual rate

of productivity growth could be much higher or lower. Potential drivers of productivity growth
and their corresponding impacts on labour demand will be explored further in ouragocen
analysis.

3.3 Baseline Truck Driver Demand Forecasts

With our baseline forecast of fdrire trucking GDP growth and baseline assumption of labour
productivity growth we produce our forecast for truck driveethand over the next ten years.

3.3.1 National TruckDriver Demand Forecast

The outlook for driver demand at the national level naturally follows a similar trend as the GDP
outlook. However, as a result of the productivity growth assumption, truck driver demand is
expected to grow at a slower paddevertheless, it is estimated that driver demawill grow

by nearly25,000 by 2024, up to a total 404,000 drivers (se€igure3-5).
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Figure3-5: ForHire Trucking National Driver Demand Forecast
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3.3.2 Regional Truck Driver Demand Forecast

At the provincial/regional level, femire trucking industry GDP is expected to grow ih al
provinces and regions. In percentage terms, GDP is expected to grow the fasbegaiio and
Manitoba (See Figure3-6).

In order to estimate truck driver demand at the provincial/regional level, the same productivity
growth rate assumption from the national forecast is applied. As a result of the forecast, an
additional 10,000 drivers will be required in Ontario. In absolarms, this is followed by B.C.
where more than 5,000 additional drivers will be required (Begure3-7).
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Figure3-6: ForHire Trucking Industry GDP Forecast by Province/Region
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Figure3-7: ForHire Trucking Industry Provincial/Regional Driver Demand Forecast
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3.4 National Outlook for Driver Supply

3.4.1 Driver Supply Methodology
The baseline driver supply forecast was developed as follows:
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1 Obtain data regarding the distribution of truck drivers in the-fiine trucking industry
by 5 or 10year age cohorts from the NHS.

1 Estimate the distribution of driversvithin each age cohort using a moving average
method. This provides a more precise estimate of the age profile (by age rather than age
cohort).

1 Age existing driver population by yedo the year 2024. Each year, new drivers were
added to the driver population through additions from the school leaver population and
immigrant entry, the two key additions to the total labour force in Canada.

o The total school leaver population over the forecgseriod was based on
forecasts from the Canadian Occupational Projection System (COR®)share
of school leavers that the truck driver occupation attracts was based on the
200dzLd A2y Qa OdzNNByid FyR NBOSyd NrasS 2
words, we assume that the occupation will continue to have the same success
(or lack of success) in attracting school leavers into the future. The school leaver
entrants were assumed to be between 20 and 29 years old.

0 The total immigrant population was oéined through COP8.As above, the
share of immigrants that the truck driver occupation attracts was based on
recent trends. Immigrant entrants were distributed equally across the 25 to 45
year age range.

1 Each year, drivers were retired from the labourderas they started to hit retirement
age. The average retirement age in Canada is approximately 63 years. A direct estimate
of the average fohire truck driver retirement age was not available. However, given
that the share of drivers that are 65 and otdis higher than the share of the total
labour force that is 65 and older (see sect®R), we assumed that the average truck
driver retirement age was approximdye65 years. For the model, driver retirements
were distributed from age 61 through age 74.

1 Net entry from other occupations was assumed to be zero. Naturally, the occupation
may attract workers from other occupations as well as lose workers to other
occumtions. This assumptionn combination with the otherseffectively provided us
GAGK | GLMzNB¢ AYyONBlIAS Ay GKS RNRARGSNI adzLILJ
immigrant population attractiveness and demographics.

28The COPS projections extend to the year 2022. The projections were extended to 2024 using a linear trend line.
29 As above, COPS projections were extende20@4 using a linear trend line.
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1 The NHS and LFS provide différegstimates for the total fohire truck driver
population. As the sample size for the NHS is higher, we anchored the supply estimate
on the NHS figure from 2011, extended to 2013 using the trend from the LFS data.

3.4.2 Outlook for Driver Supply

Chapter2 established that the driver population continues to age at a faster rate than the

labour force as a whole. Notably, the occupation has been unable to attract a sighgitare

of young workers. The forecast for truck driver supply provided here effectively extends recent
GNBYRa 6AGK NBALISOG G2 GKS 200dzLJ A2y Qa I GdNY
new immigrants.

As noted in the methodology, the forests assumes no net increase or decrease in the number
of workers attracted from other occupations. This is not to say that some movement of workers
to and from the occupation will not occur. Rather, the supply forecast (combined with the
demand forecast) Wl provide some indication of just how much that will have to occur in order
to meet the expected demand growth of the industry. In other words, the larger the gap
between the supply and demand forecasts, the more pressure there will be on the industry to
draw workers from new sources.

The supply forecast is specific to the-fare industry. We might expect that the growth rate in
driver supply that is available to all industrissimilar to the growth rate in supply for the for
hire industry. On the other hand, we might expect that the supply that is available to the for
hire industrywill become more constrained due to the fact that the-fare industry handles a
disproportionateshare of longhaul, and particularly unscheduled loftaul, activity. Thidactis
notable as drivers would generally prefer to handle local deliveries on a regular schedule.
Nevertheless, we assume that the supply will grow at a similar rate for botliothleire and
private trucking industries, but focus on the former in order to matchup with ouhfioe
industry demand growth. In other words, because we focus o#hii@ trucking for the demand
side, we also focus on fénire trucking for the supply de.

Figure3-8 provides the base forecasts for the truck driver supply to 2024. The decrease in truck
drivers, from approximately@9,000 in 2014 to just under 180 in 2024 largely reflects the
oncoming of retirements over the next few years.
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While the averagealriver age is estimated tbe approximately 47 yearghere are a large
number of drivers in their 50s and 60s. For example, there are approximately 17,000 drivers
who are between the ages of 60 and 65. We would expect virtually all of these drivers to retire
over the next decade.ddipled with a relative lack of entrants from school leavers and new
immigrants, the age profile of truck drivers will continue to skew to the right Fsgere3-9).

The extent of the demographic cliff is evident from the figure. While the peak can continue to
shift to the right, the tail simply cannot as drivers will inevitably have to retire. This shift serves
to steepen the cliff. The average truck driver age iseetgd to increase from 47 years to 49
years over the forecast period. It is clear that as the current glut of the driver population nears
retirement age, the pressure to draw drivers from new sources will continue to mount.
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3.4.3 RegionalOutlooks

Labour supply between provinces is particularly fluid in the Jamg Workers will likely migrate

to high demand provinces (at least in tmeedium to long run) as there are few barriers
preventing them from doing so. Our baseline forecast assuimat supply isonly fluid to the
extent that this is reflected in the baseline forecast of total labour supply by provimoe
because we expect thahe supply will not be fluid. Rather, a baseline forecast that assumes a
lack of fluidity between provinces will show which provinces can expect to experience more
labour market pressures than others, after matching the supply forecast up with provincial
demand forecasts.

The baseline total labouprce forecast wagyenerated by the Conference Board of Canada. The
labour forceforecasts are predominately the result of current demographics and expected
levels of immigration. In general, the Western Canddeographics are skewed younger than
Eastern Canada demographics and as a result, the labour pool is expected to grow more quickly
in the West. The labour pool in Albert®8.C.and Manitoba in particular is expected to grow
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faster than the national avege, while labour supply growth in the Atlantic Provinces is
expected to be relatively stagnamwiue to the older than average labour forc€aking these
factors into consideration, the driver supply forecasts by province/region are showigune
3-10.
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As the national forecast shows a declinadiiver supply by 2024, so do each of the individual
provincial or regional forecasts. In percentage terms, the decrease in supply is largest in the
Atlantic Provinces and smallest in Alberta and B.C., again due to the more favourable current
labour supplydemographics out west. The percentage decrease in the supply for Quebec and
Ontario are roughly in line with the national average.
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As a result of growing industry demand and a stagreuyply of drivers, he
estimated driver supply and demand gap for 2024 is approximately 34,000
drivers

This baselne projection is largely based on an analysis of the historical

relationship between industry demand and their resulting demand for trucking
services. However, the relationship between industry demand and trucking
industry demand can change significantly in the future for a variety of reasons

Based on plausible combinations of different trends that can affect industry
demand, occupational atctiveness and labour productivity, we estimate that
this expected gap can decrease to 15,000 or increase to 48,000 drivers.
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