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COVID-19
(Coronavirus)
Impact Update

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

• The Grocery Wholesaling industry in Canada sells essential products and is well-insulated from strongly falling
demand. However, the closure of restaurants could result in slight demand decreases. For more detail, please see
the Demand Determinants chapter.

• The industry is unlikely to experience sharp declines in revenue due to the COVID-19 (coronavirus) pandemic, with
revenue expected to rise 2.5% in 2021 alone. For more detail, please see the Current Performance chapter.

• Many industry operators are small and supply niche or regional markets. Following economic slowdowns, these
operators may merge to stay in business, increasing industry concentration. For more detail, please see the Market
Share Concentration chapter.

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

to transform products. Wholesalers sell and distribute all general-line grocery products and do not specialize in a
specific grocery type, such as fresh produce or poultry. Distributed products usually include dry groceries, perishable
food and nonfood products found in grocery stores.

Major Players Gordon Food service

Sysco Corporation

Main Activities The primary activities of this industry are:

Wholesaling dry groceries

Wholesaling perishable food products

Wholesaling nonfood products

The major products and services in this industry are:

Fresh and frozen meats, poultry and seafood

Canned and dry products

Frozen fruits, vegetables and bakery products

Dairy products

Fresh produce

Beverage products

Paper products and disposables

Other
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Supply Chain

SIMILAR INDUSTRIES

Frozen Food Wholesaling in
Canada

Dairy Wholesaling in Canada Fish & Seafood Wholesaling in
Canada

Fruit & Vegetable Wholesaling in
Canada

Grocery Stores In Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Grocery Wholesaling in the US Frozen Food Wholesaling in the
US

Egg & Poultry Wholesaling in the
US

General Line Grocery Wholesaling
in Australia

Meat, Poultry and Smallgoods
Wholesaling in Australia

Egg, Meat & Fish Wholesaling in
China

Dairy Product, Egg & Edible Oil
Wholesaling in the UK

Grocery Wholesaling in the UK

General Line Grocery
Wholesaling in New Zealand

Meat, Poultry and Smallgoods
Wholesaling in New Zealand

Food, Beverage & Tobacco
Wholesaling in Ireland
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Industry at a Glance
Key Statistics

$41.2bn
Revenue

Annual Growth

2016–2021

0.5%

Annual Growth

2021–2026

1.9%

Annual Growth

2016–2026

 

$494.8m
Profit

Annual Growth

2016–2021

-1.1%

  Annual Growth

2016–2021

 

1.2%
Profit Margin

Annual Growth

2016–2021

-0.1pp

  Annual Growth

2016–2021

 

2,365
Businesses

Annual Growth

2016–2021

0.7%

Annual Growth

2021–2026

1.1%

Annual Growth

2016–2026

 

33,814
Employment

Annual Growth

2016–2021

2.3%

Annual Growth

2021–2026

1.9%

Annual Growth

2016–2026

 

$1.7bn
Wages

Annual Growth

2016–2021

1.7%

Annual Growth

2021–2026

1.9%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

8.1%
World price of crude oil

0.8%
Per capita disposable income

1.9%
Consumer price index for food

1.2%
Population

 
Industry Structure

POSITIVE IMPACT

  Revenue Volatility
Low   Concentration

Low

  Regulation & Policy
Light / Steady   Industry Globalization

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Technology Change
Medium   Barriers to Entry

Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Competition

High / Increasing

 

Key Trends

 The price of general-line grocery products has increased
alongside demand and consumption

 Operators have been able to increase their profit through
improvements in the supply chain

 Wholesale bypassing has increased external competition for
industry operators

 Consumer spending is anticipated to resume expanding and
increase more quickly

 Operators are expected to invest in the expansion and
improvement of delivery services

 Market share concentration is expected to remain at current
levels

 Revenue growth has been driven by increases in both
consumer spending and disposable income
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Volatility

  Low Imports

  Low Product/Service Concentration

   

WEAKNESSES

  High Competition

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

  High Capital Requirements

  Low & Steady Level of Assistance

   

OPPORTUNITIES

  World price of crude oil

  High Revenue Growth (2021-2026)

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Cherry sweet: Technological developments will likely become
increasingly important as competition increases

The Grocery Wholesaling industry in Canada acts as an intermediary between food producers and retailers. The
industry has grown in recent years as a result of strong economic conditions and food price inflation. An increase in
consumer spending has spurred higher performance of downstream operators and has supported increased
demand for wholesaling services. Higher food prices combined with healthy economic activity have also aided
revenue growth. As a result, industry revenue is anticipated to grow an annualized 0.5% to $41.2 billion over the five
years to 2021. The industry is expected to grow 2.5% over 2021 amid economic recovery from the COVID-19
(coronavirus) pandemic.

Operators in downstream industries, such as restaurants, rely on wholesale products and services to supply their
businesses. Consequently, industry revenue is tied to the performance of these downstream operators because
demand for wholesale products grows in line with consumption rates. Revenue growth over the past five years has
been driven by increases in both consumer spending and disposable income through the five-year period. In
addition, an increase in the consumer price index (CPI) for food enables wholesalers to charge more for their
products, which will likely increase revenue due to high demand. There also has been a growing focus on
technology over the five years to 2021, in light of the favourable economic climate. Operators have aimed to improve
profit, compete and adapt to changing client relationships. Implementing new technologies has become crucial to
improving efficiency and maintaining an operator's space in the industry. New developments have improved
companies' ability to optimize inventories and management, as well as enhanced the focus on the customer.

Industry revenue is expected to continue growing over the five years to 2026, at a quicker pace than the previous
five-year period as the economy recovers from the coronavirus pandemic. Consumer spending is expected to grow
more quickly and the CPI for food is forecast to continue increasing. Continued technological developments are
expected to continue to change the industry's operations and growth strategies. These developments are likely to
become increasingly important as both internal and external competition increases. Overall, industry revenue is
anticipated to increase an annualized 1.9% to $45.2 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Per capita disposable income

Per capita disposable income represents the amount of spending money available to consumer households. When
disposable income increases, households have more opportunity to spend on consumer goods, including groceries.
Per capita disposable income is expected to fall in 2021, but remain above pre-COVID-19 pandemic levels.

 

Consumer price index for food

The consumer price index for food measures the changes in the price level of foods. Food products are the main
goods sold by this industry. Therefore, the price of purchased food products dictates producers' purchase costs.
Industry wholesalers are often able to pass on a large portion of food price increases to downstream retailers, which
can boost revenue when input costs increase. Revenue typically increases when food prices grow and falls when
food prices shrink. The consumer price index for food is expected to increase in 2021, representing a potential
opportunity for the industry.

 

Population

Goods wholesaled in this industry are mainly food products, considered nondiscretionary goods and are demanded
by all consumers. As the population increases, there are more people making purchases at grocery stores and other
food service locations, increasing demand for wholesalers to deliver goods to retailers. The population of Canada is
expected to grow in 2021.

 

World price of crude oil

Industry operators transport much of their goods with trucking fleets, which usually run on petroleum-based fuels
such as diesel or gasoline. When the price of crude oil rises, industry fuel expenses also increase, often cutting into
profit. Fuel costs represent a volatile variable cost for industry operators. The world price of crude oil is expected to
grow in 2021. Its volatility poses a potential threat to the industry.
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Current
Performance

Operators in the Grocery Wholesaling industry in Canada are traditionally
middlemen between food manufacturers and retailers, which include
restaurants, educational institutions and other food service operators.

Operators offer packaging, delivery, warehousing and logistics services that many retailers cannot afford to carry out
themselves. While many grocery wholesalers specialize in wholesaling a particular type of food product, such as
seafood or fresh produce, wholesalers in this industry specialize in general grocery items and supply buyers with a
wide variety of largely standardized products. These wholesalers are often known as general-line wholesale
distributors. Several industry operators have established relationships and supply contracts that provide a steady
income. Therefore, industry performance is dependent on the performance of downstream operators, which is
heavily influenced by consumer demand and consumption. The industry has benefited from favourable economic
conditions through much of the five years to 2021. Though economic activity is expected to decrease substantially in
2020 as a result of the COVID-19 (coronavirus) pandemic, food is an essential product and has inelastic demand,
insulating the industry from large revenue declines. Consequently, industry revenue has grown an annualized 0.5%
to $41.2 billion over the five years to 2021. Industry revenue is expected to grow 2.5% in 2021 alone as economic
activity recovers from the coronavirus pandemic and the consumer price index for food is expected to grow 1.7%.

FAVOURABLE ECONOMIC CONDITIONS

When restaurants and other food service operators grow and prosper,
demand for wholesaling services tends to increase.

Therefore, consumer demand for groceries is the most influential factor for industry growth. Both per capita
disposable income and consumer spending increased as a result of an expanding economy and low unemployment
prior to the pandemic. Overall, per capita disposable income is forecast to expand an annualized 0.8% over the five
years to 2021, while consumer spending is expected to grow an annualized 1.3% during the same period, a
depressed figure as a result of declines in 2020 due to the coronavirus pandemic. This increases consumption and
aids revenue growth for downstream operators, which increases demand for industry products and services.
Additionally, the total population of Canada is expected to grow an annualized 1.2% over the five years to 2021,
which has supported demand for wholesaling services since more groceries are needed to supply a growing
population.

The price of general-line grocery products has increased alongside demand and consumption, which has further
aided industry revenue. The consumer price index (CPI) for food has increased an annualized 1.9% over the five
years to 2021, which has enabled industry operators to charge higher prices. However, as a higher CPI for food may
lead to higher revenue, it does not necessarily translate to better profit, since it may also increase purchase costs.

TECHNOLOGY AND PROFIT
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Operating profit is generated from the value added of industry services,
including delivery, packaging and logistics.

A higher CPI for food can lead to higher profit if the wholesaler can transfer that increase to downstream operators
while minimizing the increase in input costs. Profit, measured as earnings before interest and taxes, is anticipated to
account for 1.2% of industry revenue in 2021. This margin has remained largely steady over the past five years as
industry operators have increasingly adopted value-added services to prove more valuable to potential customers,
which offset economic losses from the pandemic.

Operators have also been able to increase their operating profit through improvements in the supply chain.
Technological developments in information technology across the industry have been crucial drivers of increasing
supply chain efficiency. The implementation of enhanced order management systems and enterprise resource
planning software has given industry operators quality data to forecast seasonal trends, optimize inventory
management and offer quality customer service to clients. This has reduced expenses and losses, giving room to
marginal profit margin growth over the past five years.

These technological developments have also increased employee productivity, which has offset an increase in the
number of employees, as wages have increased more quickly than revenue. Wages are anticipated to grow an
annualized 1.7% to $1.7 billion over the five years to 2021.

COMPETITION

Wholesale bypassing has increased external competition for industry
operators over the past five years.

More chain grocery retailers have moved toward dealing directly with manufacturers as they expand their
companies. Therefore, consolidation in restaurant and food service markets is usually not a positive trend for the
Grocery Wholesaling industry in Canada. As a result, industry operators have had to diversify services and become
more customer-centric to retain clients and maintain their historically indispensable position in the supply chain of
food.

Internal competition has remained strong due to market share concentration. Overall, market share concentration
has increased over the past five years due to the widespread strategy by larger operators acquiring smaller
competitors to expand services, reduce competition and improve economies of scale. However, consolidation
appears to have ceased despite a relatively low market share concentration. The number of industry enterprises is
expected to increase an annualized 0.7% to 2,365 companies over the five years to 2021.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Consumer
Price Index

for Food
(Index)

2012 43,432 2,374 1,739 1,624 33,495 N/A N/A 1,595 N/A 131
2013 36,140 2,159 2,351 1,732 30,438 N/A N/A 1,539 N/A 132
2014 37,041 2,040 2,444 1,881 28,544 N/A N/A 1,410 N/A 136
2015 37,890 2,173 2,507 2,072 27,228 N/A N/A 1,457 N/A 141
2016 40,216 2,399 2,461 2,279 30,156 N/A N/A 1,575 N/A 143
2017 39,649 2,336 2,508 2,317 30,974 N/A N/A 1,595 N/A 143
2018 39,528 2,388 2,573 2,347 29,754 N/A N/A 1,612 N/A 145
2019 40,233 2,500 2,530 2,353 33,225 N/A N/A 1,683 N/A 150
2020 40,238 2,500 2,493 2,361 33,142 N/A N/A 1,679 N/A 154
2021 41,237 2,536 2,524 2,365 33,814 N/A N/A 1,715 N/A 156
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Industry Outlook
Outlook The Grocery Wholesaling industry in Canada is expected to resume

growing over the five years to 2026 as the COVID-19 (coronavirus)
pandemic subsides and the economy begins to improve.

Potential threats, such as grocery retailers cutting out wholesalers from their supply chain and slower population
growth, could tame revenue growth, as these hinder demand for industry services. Operators are expected to
attempt to increase their value-added services for grocery retailers by diversifying services and adapting to changing
consumer trends. However, the similar favourable economic conditions that fuelled industry growth over much of the
five years to 2021 are expected to keep driving industry expansion. As a result, industry revenue is anticipated to
grow an annualized 1.9% to $45.2 billion over the five years to 2026.

ECONOMIC CONDITIONS

A strong and healthy economic environment in Canada is crucial for the
future of the industry.

A strong economy solidifies the supply chain of food since it strengthens the financial health of merchandise
suppliers and downstream operators on which wholesalers depend on. Canada's per capita disposable income is
expected to grow an annualized 0.8% over the five years to 2026, which is expected to continue fuelling growth of
downstream grocery retailers that demand wholesaling services. Consumer spending is anticipated to resume
expanding and increase more quickly than the previous five years as economic conditions improve. This provides a
strong base for revenue growth for downstream operators and is expected to contribute to the quicker revenue
growth over the five years to 2026. The consumer price index (CPI) for food is expected to increase an annualized
1.6% during the same period, which will likely increase the price of industry products and aid revenue growth.

SPECIALIZED MARKETS AND CUSTOMER CENTRICITY

As large wholesalers in the industry dominate in terms of pricing and
geographical reach, smaller operators are expected to increasingly have
find a way to survive.

Many wholesalers are expected to adapt by catering to a niche market. Changing consumer trends are likely to shift
consumption and create opportunities for operators to supply niche markets. For example, organic meat and
produce as well as grass-fed or sustainably raised meat have become more popular while simultaneously
commanding higher price points. Immigrant populations have also continually been on the rise, enabling wholesalers
to supply specialized ethnic foods to retailers that focus on regional food products. This trend may also fragment the
major markets to the benefit of the industry, which thrives in an environment where logistical and distribution
services are required.

Consumer consciousness about the food supply chain is increasing and some restaurants have focused on finding
grocery inputs with fewer food miles, which is a term for the distance an item of food has travelled from the location
of its production to where it is being consumed. Wholesalers that build local supply chains between food producers
and food service establishments are expected to perform well over the next five years, creating a value-added
service using their network of both suppliers and buyers of local food products.
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Operators are anticipated to continue investing in technological implementation to become more customer-focused
and provide additional value to retain clients and to further compete. Further innovation in enterprise resource
planning software and data management systems is unlikely to stagnate and operators are expected to invest in the
expansion and improvement of delivery services. This has been an effort to continue improving profit through
efficiency, cost cutting and higher worker productivity.

INDUSTRY STRUCTURE

Retail chains with their own distribution facilities are projected to increase
in number and size over the five years to 2026, indelibly shaping the
future of the industry.

Known as self-distributing retailers, they can shift more products per hour in their own warehouses than the average
third-party wholesaler. Market share concentration is expected to remain at current levels, despite efforts by large
operators to acquire smaller companies. The number of industry enterprises is expected to grow an annualized
1.1% to 2,498 companies over the five years to 2026. As industry revenue grows, employment is expected to grow
an annualized 1.9% to 37,113 workers during the same period.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Consumer
Price Index

for Food
 (Index)

2021 41,237 2,536 2,524 2,365 33,814 N/A N/A 1,715 N/A 156
2022 42,583 2,614 2,564 2,407 34,761 N/A N/A 1,765 N/A 160
2023 43,300 2,660 2,587 2,431 35,429 N/A N/A 1,798 N/A 162
2024 43,944 2,703 2,613 2,456 35,990 N/A N/A 1,826 N/A 165
2025 44,555 2,741 2,637 2,479 36,519 N/A N/A 1,852 N/A 167
2026 45,196 2,783 2,658 2,498 37,113 N/A N/A 1,882 N/A 169
2027 45,849 2,821 2,685 2,523 37,628 N/A N/A 1,908 N/A 172
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

There is wholehearted market acceptance of industry products

The industry has an established product offering

Technological innovation is limited to improving efficiency

The Grocery Wholesaling industry in Canada is in the mature phase of its life cycle, characterized by an established
product offering, industry consolidation and market acceptance. Industry value added (IVA), a measure of an
industry's contribution to the overall economy, is forecast to grow an annualized 1.5% over the 10 years to 2026.
This growth rate is in line with GDP growth, which is forecast to grow an annualized 1.9% during the same period.
The wholehearted market acceptance of the industry's nondiscretionary products indicates a mature industry, in
addition to growth in line with the economy at large.

After fast growth early during the 10-year period, revenue has climbed at a steady rate and is forecast to grow
during the period. The industry's nondiscretionary products provide a baseline for demand and while prices for key
inputs, such as fresh produce, can be influenced by volatile and unpredictable elements, such as the weather, those
increased costs are often passed on to downstream industries and eventually to the consumer. This provides for
steady and reliable revenue growth, which is indicative of a mature industry.

Goods and services provided by the industry are also well established. Industry activities are not expected to
achieve any breakthrough over the five years to 2026 because staple grocery products do not change quickly.
Improvements that come by way of technology are therefore only directed at optimizing efficiency and cutting costs.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Fast Food Restaurants in Canada

Full-Service Restaurants in Canada

Caterers in Canada

Food Service Contractors in Canada

Supermarkets & Grocery Stores in Canada

Convenience Stores in Canada

Bars & Nightclubs in Canada

Coffee & Snack Shops in Canada

Street Vendors in Canada

Specialty Food Stores in Canada

2nd Tier

Consumers in Canada

Key Selling Industries
1st Tier

Canned Fruit & Vegetable Processing in Canada

Frozen Food Production in Canada

Food Manufacturing In Canada

2nd Tier

Seafood Preparation in Canada

Beverage Manufacturing In Canada

Crop Production In Canada

Products & Services

  Two types of wholesalers provide services in the Canadian Grocery
Wholesaling industry.

This includes merchant wholesalers that buy merchandise from manufacturers and sell it downstream and the
manufacturers that sell their own merchandise at the wholesale level through their sales branches and offices
(MSBO). Merchant wholesalers account for the majority of industry sales, this segment has sharply decreased
because large MSBOs have gained ground with their streamlining capabilities and increasing vertical integration.
Moreover, since the primary market for this industry is the restaurant sector, inventory reflects the overall trends of
the food sector within a restaurant setting.

FRESH AND FROZEN MEATS, POULTRY AND SEAFOOD

Comprising the largest segment of industry products, fresh and frozen
meats, poultry and seafood account for 35.0% of industry revenue in 2021.

Canadians are accustomed to a high protein diet and increasing health consciousness has only improved demand
for meat and seafood. Poultry alone represents 11.0% of total industry revenue while seafood represents only 5.0%
of revenue, leaving fresh and frozen meats to account for 19.0% of revenue. Ultimately, per capita meat
consumption has been consistent and is projected to continue driving persistent demand for this segment of the
industry's products.



Grocery Wholesaling in Canada September 2021

18 IBISWorld.com

CANNED AND DRY PRODUCTS

Many restaurants and retail outlets rely on nonperishable goods to
eliminate potential losses from spoilage.

Accounting for 16.0% of industry revenue in 2021, these products are a significant part of the industry and by
extension, the restaurant and hospitality industries as well. This segment includes legumes, grains, nuts, seeds,
canned fruit, vegetables and seasonings. These products are essential for any business that purchases from
industry operators, as they are the staples of a Canadian diet. This segment is expected to remain steady over the
next five years.

FROZEN FRUITS, VEGETABLES, BAKERY PRODUCTS AND FRESH PRODUCE

Fruits and vegetables, whether frozen or fresh, make up almost one-fifth
of industry revenue.

Frozen fruits and vegetables, along with frozen bakery items, comprise 15.0% of industry revenue in 2021. Similar to
canned and dry products, freezing these foods encourages longevity and helps to eliminate potential losses.
Conversely, fresh produce makes up 8.0% of revenue in 2021. Restaurants may buy fresh produce over frozen if
they sell it before it spoils, if they charge a price premium for fresh ingredients or if certain items, such as salads, call
for fresh rather than frozen produce. This segment is forecast to remain steady as a portion of revenue over the next
five years.

DAIRY PRODUCTS

This segment is focused primarily on different cheeses.

While yogourts and milk products are significant, most restaurants will use more cheese than milk on any given day.
From breakfast to dinner, cheese is an integral component for many classic dishes, from cheeseburgers to egg
sandwiches to soups and salads. Dairy products represent 10.0% of industry revenue in 2021 and has decreased
slightly as a share of revenue over the past five years.

PAPER PRODUCTS AND DISPOSABLES

As the largest nonfood segment, paper products and disposable products
make up 8.0% of revenue in 2021.

Paper goods, such as napkins, paper towels, wax paper, cups, straws and paper plates are essential parts of fast
food and casual restaurants, but full-service restaurants as well. Disposables are especially important in healthcare
facilities because of the risk of contamination. Together, these products store food, hold drinks, clean hands and let
consumers drink their beverages more easily. These products are necessary components of any food operation and
have garnered a sizable proportion of industry demand. As Canadians become more environmentally conscious,
demand is expected to decline for disposable products over the next five years.

BEVERAGE PRODUCTS

Beverages, which include beer and bottled water, account for 3.0% of
industry revenue in 2021.

While many alcoholic beverages have a high price point, most restaurants and establishments that purchase from
industry operators buy alcohol from specialized vendors and distributors that focus on those products. Therefore, the
majority of this segment's sales comes from soft drinks, coffee, tea and water.

OTHER

Other miscellaneous food products that the industry wholesales include
sugar, confectioneries, cooking oils, food seasoning, vinegar, ketchup,
infant food, potato chips, peanut butter, honey, syrups and flavoured
drink powders.

Nonfood products in this segment are primarily cleaning chemicals and supplies. Sales of all these disparate
products combined have increased slightly as a share of revenue over the five years to 2021 and are expected to
account for 5.0% of revenue.
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Demand
Determinants

Wholesaling industries, such as the Canadian Grocery Wholesaling
industry, are highly sensitive to demand from the industries they serve.

In this case, food service establishments take precedence. Since restaurants and food service establishments are
the largest markets for the industry, these buyers have a strong influence on industry performance. Therefore, the
industry depends on downstream demand from these markets. Demand for groceries from restaurants is affected by
changes in household disposable income, consumer confidence and the price of food relative to other consumption
items. When household disposable income declines, the expenditure on food outside the home tends to decline.
These consumption trends are also affected by prices. High prices for groceries in these markets can negatively
affect demand.

Demand for different types of products can fluctuate as well. Health trends over the five years to 2021 have
increasingly led consumers to favour fresh produce or prepared foods that are designed to match the quality of fresh
foods. For example, one result is that per capita canned fruit consumption has declined over the past five years due
to its high sugar content, while per capita canned vegetable consumption has increased during the period after
research has indicated that the majority of vegetables' nutrition is preserved in the canning process. Additionally, the
diversity of fruits and vegetables has increased over the past five years, further piquing consumer demand and
encouraging more innovative recipes for restauranteurs.

However, in recent years, wholesale bypass has begun to diminish demand in crucial markets. Increasing
production, as well as energy and food costs, have had a strong influence on the final price of groceries. As a result,
food prices have significantly increased over the past decade. To retain earnings, food manufacturers and food
retailers have increasingly circumvented wholesale services. Wholesale bypassing, which involves manufacturers
and producers selling goods directly to retailers, has become an effective cost-cutting measure, which has adversely
affected demand for wholesalers' services. Major chains have started to vertically integrate their supply chain to
become more profitable. However, the proliferation of specialized independent retailers that cater to niche markets
has acted as a countervailing force that has aided demand for grocery wholesaling. As more retailers become
specialized, it can be more efficient for manufacturers to use wholesaling services to cover these markets.

Additionally, the COVID-19 (coronavirus) pandemic is expected to minimally decrease demand for industry products.
Food is an essential purchase and demand is inelastic. However, the high levels of economic uncertainty will leave
consumers spending less on more expensive foods, instead opting for more basic items. Governments nationwide
also closed restaurants over 2020 and into 2021 for dine-in services to mitigate the spread of coronavirus. While
many restaurants are still open for take-out and delivery service, they are doing less business than before the
pandemic and require less food. Consequently, there is expected to be a slight decrease in demand for industry
products and services.

Major Markets

  RESTAURANTS AND FOOD SERVICE ESTABLISHMENTS

In the Canadian Grocery Wholesaling industry, establishments in this
segment include full-service restaurants, fast-food restaurants, cafes and
caterers, which collectively account for 66.0% of industry revenue in 2021.

Restaurants often lack the time and management to supply products directly from food manufacturers, which leads
them to rely on wholesale services. Wholesalers can also guarantee consistently successful delivery of goods,
which eliminates the risk posed by dealing directly with manufacturers. Furthermore, wholesalers often seek out
specialty foods or ingredients to serve on their menus, which certain wholesalers then stock to retain clients. Due to
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this, restaurants' reliance on wholesalers can often be greater than grocery retailers. Restaurants often specialize
and keep less food on hand, while grocery stores can take advantage of economies of scale. Consumer spending at
food service and drinking establishments has increased over the five years to 2021 and these establishments have
increased purchases from wholesalers to respond to demand, pushing up this market segment over the past five
years.

EDUCATIONAL AND GOVERNMENTAL INSTITUTIONS AND TRAVEL AND LEISURE
ESTABLISHMENTS

Educational and governmental institutions take on the responsibility of
their employees' and students' needs.

These facilities represent 6.0% of industry revenue in 2021 and often hold tax-exempt status, which only applies to
certain kinds of food products or certain distributors. As a result, this makes wholesalers keen on working with
governmental institutions. Governments, as schools have been closed due to the COVID-19 (coronavirus)
pandemic, have decreased as a share of revenue over the past five years.

Travel and leisure establishments, such as gyms, spas and country clubs, similarly seek the discounts that
wholesalers offer. These institutions often purchase healthier, organic or otherwise locally sourced and sustainable
food products, which is shaping the inventory of industry operators. Many, if not all, operators have adapted to
increasing health consciousness among Canadians by stocking these products. These establishments make up
5.0% of industry revenue in 2021, which has declined over the past five years as these locations were closed amid
the coronavirus pandemic.

HEALTHCARE INSTITUTIONS AND OTHER

Hospitals and nursing homes, among other healthcare facilities, represent
a sizable portion of industry revenue.

These facilities rely on wholesalers to fulfill their grocery needs and they represent 9.0% of industry revenue in 2021,
which has remained stagnant over the past five years.

Other markets include convenience stores, gas stations, produce stands, grocery stores and other purveyors of
grocery items. While these markets are sizable, with numerous establishments nationwide, they are generally
smaller operations with negligible orders as compared with a busy metropolitan restaurant or fast food chain. Other
markets account for 14.0% of industry revenue in 2021.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Grocery Wholesaling industry in Canada supplies its products exclusively to the domestic market, though some
larger enterprises typically have operations abroad. The value of imports and exports for all products exchanged,
including grocery products, is accounted for at the manufacturing level rather than the retail level, which means that
the Grocery Wholesaling industry does not participate in international trade. Although Canadian grocery wholesalers
source a wide variety of food from abroad, trade statistics are available in individual product manufacturing industry
reports.
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Business
Locations

  Establishments in the Grocery Wholesaling industry in Canada are distributed similarly to Canada's population. The greater the
number of residents in a province, the higher demand for food products, requiring more grocery distributors to locate in that
province to satisfy customer demand.

The largest share of establishments is located in Ontario, the most populous province, with 39.3% of industry establishments and
38.8% of the population in 2021. Quebec follows, with 29.1% of total establishments in 2021 and is the second-largest province by
population. With 15.3% of establishments in 2021, British Columbia is the third-largest province of the population. Alberta
represents 7.3% of industry establishments and is also home to 11.7% of the population in 2021. The remaining provinces have
much smaller shares of the Canadian population and therefore, a minimal share of establishments. Ultimately, while most
wholesalers are located in densely populated areas, they can handle the logistics of shipping orders to less populous provinces
from the same locations, leaving a concentration of establishments in the aforementioned regions.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Grocery Wholesaling industry in Canada has a low level of market share concentration. The top four companies
generate less than 30.0% of total industry revenue in 2021 and more than 75.0% of industry establishments employ
fewer than 10 workers. Grocery wholesalers focus on supplying a particular region, therefore making it difficult for
many companies to reduce their average costs through improving economies of scale. Thus, very few other
companies operate on a national scale and therefore, demand for the industry's services is satisfied by small, local
operators. In an attempt to widen profit, large industry operators have merged and acquired smaller operators to
reduce competition, improve economies of scale and expand revenue streams. However, despite this, market share
concentration has fallen over the five years to 2021 because Colabor Group Inc. closed three distribution centres in
2020, which drastically reduced its market share. However, the COVID-19 (coronavirus) pandemic may temporarily
increase market share. While food is an essential product, the decreasing economic activity and damaged supply
chains has placed downward pressure on profit margin and revenue. Some smaller operators may merge to stay in
business, slightly increasing concentration.

Key Success
Factors

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

Having contacts within key markets:
Establishing contact and maintaining communication with various retail outlets ensures a reliable level of demand for
wholesale grocery products.

Prompt delivery to market:
Establishments need to deliver their goods quickly and efficiently to prevent loss of perishable foods, effectively
manage inventory and provide customers with their purchases in a timely manner.

Effective quality control:
Establishments need to ensure shipments are on time and accurate and that merchandise is not damaged during
shipment.

Guaranteed supply of key inputs:
Having contracts with reliable manufacturers and processors will likely enable wholesalers to provide customers with
a good variety of products.

Having a cost effective distribution system:
In an industry with thin profit, having efficient warehouse and distribution systems is important for wholesalers to
maximize profit.

Ability to provide testing or thermometers for on-site employees:
As a business supplying essential products, it is vital for employees to stay healthy.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 1.2% of revenue in 2021 and has largely remained steady
over the past five years. Similar to other wholesaling industries, the
industry is highly standardized, with little differentiation and is
characterized by high sales volumes. Therefore, high and efficient
inventory turnover is critical for companies to generate a profit.
Generally, industry operators can pass product price rises on to
downstream customers, but during periods of low demand, profit
through the entire food supply chain get squeezed. However, this is
limited as food is a staple good with little elasticity in demand.

 

  Wages

Wages as a share of revenue have increased slightly over the past five
years, accounting for 4.2% of revenue in 2021. Many grocery
wholesalers have increased automation through online-based software,
e-commerce, radio-frequency identification and electronic data, as well
as implemented technology to improve overall operational efficiency.
However, the number of employees has increased, which has offset the
savings of increasing automation.
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  Purchases

Purchases are expected to be the largest industry cost, accounting for
87.7% of total revenue in 2021. However, these costs vary among
individual operators, depending on their product offerings. Essentially,
wholesalers' primary expense originates from buying the merchandise
that they sell. The majority of products classified in this industry are
perishable products that have a limited shelf life, which consistently
provides opportunities for losses when foods spoil. Purchase costs can
fluctuate significantly, especially during periods of economic uncertainty
or unfavourable weather conditions that influence food producers'
pricing or retailers purchasing behaviour. Freight costs can also cause
purchase costs to fluctuate as a result of volatile fuel prices. Purchase
costs have grown over the past five years as the consumer price index
for food has expanded.

 

  Marketing

Marketing expenses account for 0.5% of revenue in 2021.

 

  Depreciation

Depreciation is expected to account for 0.8% of revenue in 2021.

 

  Rent

Rental expenses account for 1.2% of revenue in 2021.
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  Utilities

Utilities account for 0.5% of revenue in 2021.

 

  Other Costs

The remaining other costs account for 4.0% of industry revenue in
2021. These expenses include freight costs, insurance and
administrative costs.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Grocery Wholesaling industry in Canada compete
primarily on price, product diversity and service.

The level of competition varies across different regions and product segments, but is usually highest in densely
populated areas where there are several competitors located close to one another. Prices are largely set by supply
from food producers and demand from downstream industries, so companies also compete with one another to
establish long-term supply and sales contracts to secure consistent revenue streams.

The quality of services and customer care is an important basis of competition. Downstream operators primarily
value the assurance of product delivery, both in timeliness and condition. Therefore, it is essential for industry
operators to have a reputation for reliability to compete for clients and contracts. Additionally, wholesalers compete
with one another to offer competitive prices on groceries of consistent quality. Industry operators have competed
fiercely over the five years to 2021 to obtain supply contracts with local food producers to satisfy consumer
preferences for locally sourced and organic products.
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Technology has quickly become a significant area of industry competition. This includes the integration of advanced
logistics systems to efficiently track inventory, monitor sales trends and manage customer orders. Establishments
have increasingly become involved in complementary services to retailers, such as private brand label development,
warehousing, retail store development and various financial and technical support services to augment their
traditional revenue streams.

EXTERNAL COMPETITION

Competition from outside the industry is primarily derived from
downstream demand that bypasses wholesalers.

Upstream food manufacturers that integrate distribution networks into their business can receive higher prices for
their products. Similarly, downstream grocers that tackle distribution can seek out specific products without having to
rely on wholesalers. Grocers are also more frequently picking up orders from wholesaler warehouses rather than
having them delivered. Eliminating deliveries removes a key value-added service that grocery wholesalers provide,
potentially reducing revenue and profit.

Barriers to
Entry

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

  The Grocery Wholesaling Industry in Canada has
moderate barriers to entry. The largest barrier to entry is
the level of competition. Existing competition is quite high,
given the number of operators in the industry and its
increasing concentration. It's difficult for a new company
to enter the industry since operators have signed supply
contracts with large retail chains and food service
providers to guarantee a market for their products. The
only new opportunities lie with newly opened restaurants
and grocery stores, many of which may choose a larger
wholesaler that can offer incentives and discounts due to
economies of scale.

The fixed costs associated with the industry are also a
major barrier, as companies need an extensive
distribution network and storage space to start off. Costs
can also increase as electronic inventory systems, such
as computerized tracking software, computers and
barcoding, become the norm. Large retailers that shift to
high-tech systems, such as radio-frequency identification
technology to track and identify goods, increasingly
require wholesalers to use compatible technology.
Barriers to entry are expected to increase over the five
years to 2026.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Grocery Wholesaling industry in Canada does not participate in international trade and therefore has a low level
of globalization. By convention, the value of imports and exports of food products is counted in upstream food
manufacturing industries rather than at the retail level. Nevertheless, a significant number of grocery wholesalers are
suppliers of imported food and beverage products from other countries which affords them a price premium for
specialized products.

Additionally, there are a handful of companies that operate both in Canada and other markets. Due to proximity,
companies are most likely based in the United States as opposed to other countries. For example, major players
Sysco Corporation and Gordon Food Service are United States-owned companies that distribute grocery products
across North America.
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Major Companies

Major Players Gordon Food Service

Market Share: 15.2%

Brand Names Gordon

  Headquartered in Wyoming, MI, Gordon Food Service (GFS) is one of the largest family owned broadline food
service distributors and the largest privately held food distributor in North America. GFS traces its origins back to
1897 and it operates across the entirety of Canada. In the United States, the company operates across the
Northeast, Southeast and Midwest and is expanding. The company provides a full line of food and grocery products,
including meat, poultry, seafood, prepared foods, appetizers, produce, bakery products, packaged grocery products,
beverages, dairy products, cleaning supplies, dining supplies and disposable takeout containers. The company has
focused on including more value-added products, such as prepared appetizers, which save buyers time and sells for
a premium. In addition, GFS offers consulting and other professional services, in addition to its chain of American
supermarkets. The company is estimated to have generated $20.6 billion in revenue over 2019 (latest data
available).

The company entered the Canadian market in 1994 with the purchase of two divisions of Maple Leaf Foodservice
Inc. GFS expanded its territory over the following decade with several strategic mergers and acquisitions. GFS has
10 distribution facilities across Canada, representing over one-third of its 24 total locations.

Financial performance

GFS's expansion over the past decade is indicative of its increasing success in the Canadian market, which led to
opening the new facility in Calgary prior to the start of the period. Value-added products are expected to have
padded the company's profit in addition to continuous sales to national brands. IBISWorld estimates that the
company's industry-relevant revenue will grow an annualized 4.3% to $6.3 billion over the five years to 2021. Profit,
measured as earnings before interest and taxes, is expected to grow an annualized 3.0% to $84.5 million during the
same period. Currency fluctuations have slowed this growth, particularly amid the anticipated appreciation in the
Canadian dollar over 2021.
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Gordon Food Service (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 5,080.8 N/C 72.9 N/C
2017 5,092.7 0.2 60.8 -16.6
2018 5,761.5 13.1 75.7 24.5
2019 6,262.7 8.7 86.6 14.4
2020 6,367.7 1.7 90.5 4.5
2021 6,262.4 -1.7 84.5 -6.6

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

Sysco Corporation

Market Share: 12.4%

  Based in the United States and headquartered in Houston, Sysco Corporation (Sysco) is the largest wholesale
distributor of grocery and food products in North America. The company was founded in 1969, received an initial
public offering in 1970 and has since grown, generating more than $68.7 billion in annual sales in fiscal 2021 (year-
end June, latest data available). The company operates in four reportable business segments, which includes U.S.
Foodservice Operations and International Foodservice operations, which distribute grocery and nonfood products to
customers, SYGMA, which distributes grocery and nonfood products to chain restaurants and Other.

The company operates 325 distribution facilities across North America and Europe. In Canada, Sysco operates 32
storage and distribution facilities, most of which are dedicated to general-line grocery wholesaling activities. The
remainder of these facilities specializes in certain types of food wholesaling, namely specialty meat, produce or
seafood distribution and hotel operating supplies. The company has continued its pattern of growth via organic
expansion and acquisition. Since 2013, the company has acquired wholesaling operations in Ontario and Quebec
and has built or expanded facilities in Ontario and British Columbia. In 2016, the company acquired Brakes Group, a
leading European food service wholesaler, which is expected to greatly expand the Sysco brand, helping to
establish the company as a world leader in grocery wholesaling as opposed to its previous North American
dominance.

Financial performance

Over the five years to fiscal 2022 (year-end June), Sysco, as one of the largest grocery wholesalers in North
America, took advantage of its economies of scale to maintain revenue growth. However, revenue fell drastically
over the second half of fiscal 2020, in addition to fiscal 2021, due to the COVID-19 (coronavirus) pandemic.
Consequently, revenue is anticipated to shrink an annualized 2.4% to $5.1 billion over the five years to fiscal 2022.
While the company does not provide country-specific information for its operating profit levels, company-wide profit
has also declined due to the pandemic. Prior to the pandemic, profit was, in part, been influenced by acquisition-
related expenses and rising food prices that did not fully translate to higher prices charged to customers. In turn,
these factors have affected Canada as much as they have the United States and other countries the company
serves. Consequently, operating profit, measured as earnings before interest and taxes, is estimated to shrink an
annualized 5.6% to reach $160.4 million over the five years to fiscal 2022 (year-end June).
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Sysco Corporation (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 5,756.7 N/C 213.6 N/C
2017-18 6,044.0 5.0 238.2 11.5
2018-19 6,039.5 -0.1 234.1 -1.7
2019-20 5,447.5 -9.8 77.2 -67.0
2020-21 5,233.2 -3.9 146.6 89.9
2021-22 5,093.7 -2.7 160.4 9.4

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD); **Year-end June

Other Companies Colabor Group Inc.

  Market Share: 1.1%
  Headquartered in Boucherville, QC, Colabor Group Inc. (Colabor) is a wholesaler and distributor of grocery and

related products in Canada, serving more than 15,000 clients in food service and retail sectors. The company was
founded in 1962 and is traded on the Toronto Stock Exchange. Colabor distributes more than 35,000 products to
customers in Quebec, Ontario and the Atlantic provinces and owns warehousing facilities with a combined storage
capacity of more than 700,000 square feet. Colabor sources products from more than 600 suppliers and its online
order-management system enables customers to place orders at their convenience. The company's distributing
arms include Redistribution Boucherville, Colabor Food Distributor, Pecheries Norref and Lauzon Meats. Colabor is
expected to generate $458.9 million in revenue in 2021.

LCG Foods Distribution

  Market Share: 0.1%
  LCG Foods Distribution (LCG Foods) is based on Markham, ON and distributes natural and organic health food

products. Established in 2007, the company provides low carb and keto friendly offerings to more than 500
independent retailers and restaurants across Canada. LCG Foods provides distribution services to more than 50
specialty brands. The company caters to the increasing number of consumers that are growing more health
conscious and actively seek out foods that are made without genetically modified organisms and with only organic
ingredients. LCG Foods is private and does not release financial information. However, IBISWorld estimates that the
company will generate $30.5 million in industry-relevant revenue in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Grocery Wholesaling industry in Canada has a
moderate level of capital intensity. Industry operators
typically invest an estimated $0.20 of capital for every
$1.00 spent on labour in 2021, which is steady from 2016
levels. Expenditure on capital for this industry emphasizes
technological efficiencies through computerized inventory
systems and robotics, along with storage and organization
purchases of shelves, refrigerators and freezers. Capital
intensity has remained the same over the past five years
as wage costs have grown only slightly, while depreciation
has remained level.

However, as smaller enterprises continue adopting
technology already implemented in the operations of large
enterprises, the industry will likely to continue its trend
toward higher capital intensity. Alongside improving
technology, as larger enterprises continue acquiring
smaller operators and as small operators continue
expanding, the industry is expected to experience
increasing economies of scale and improved employee
productivity. This could lead to a decline in labour
spending, which could further foment the trend toward
higher capital intensity.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

High Innovation
Concentration

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

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

Very Low Rate of Entry Very
Unlikely

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.

High Market
Concentration

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

Industry operators are exposed to a low rate of new entrants and a moderate level of entry barriers. This combination of
factors creates an environment where entry trends are not a key threat of disruption.

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.

Since the Grocery Wholesaling industry in Canada sells general grocery
products, it covers a wide range of grocery products that all have a potential to
lose customers due to technological developments that shift demand from one
product to another.

If this is significant enough, it may shift demand from grocery wholesaling to specialized wholesalers, which are not part of
the industry. For example, a significant increase in a specific food category, such as fresh seafood, may drive supermarkets
to purchase wholesale products from specialty seafood wholesalers that offer a wide range of seafood and niche products
that general grocery wholesalers do not. This trend applies to any other food category, such as dairy products, beverages
and bakery goods. Moreover, technological disruptions that hurt supermarket sales could translate to weaker demand for
grocery wholesale products. For example, the growing trend toward food delivery services has the potential to curb
supermarket and grocery sales, especially in major urban centres where consumers have less time to go grocery shopping.

The level of technology change is    Medium

  The wholesale sector, including the Canadian Grocery Wholesaler industry,
has experienced significant technological advancements, which are mainly
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concentrated on the computerized automation of inventory control and
improving operational efficiency.

A fully automated inventory control system records inventories, selects products and determines minimum order quantities.
Known as continuous replenishment practices, many of the industry's larger customers use computers linked to the supplier
to monitor and re-order various products. Other technological developments, such as electronic data interchange (EDI), bar
codes and order fulfillment optimization technology, assist in product management and efficient replacement.

EDI permits for instant electronic transfer of data between customers and wholesalers. However, the implementation costs
are high and it has not been widely used enough to experience significant benefits. Meanwhile, radio-frequency
identification (RFID) technology is expected to take over from barcodes as the primary method of identification and tracking
of goods in this industry. RFID technology permits for noncontact reading, real-time data collection and lasts longer in
difficult conditions. Furthermore, pick-to-light or put-to-light systems have transformed the warehouse management process
by using different coloured lights for product placement and delivery. Finally, robotics, for those companies with the
resources to purchase and maintain them, has supplemented a human labour force in many warehouses worldwide,
making the inventory, picking and shipping processes much more efficient.

The industry has also increasingly used transport management systems. These systems are located onboard delivery
vehicles and increase the efficiency of product delivery. Furthermore, the industry has also changed how its existing
equipment is used and adapted to accommodate the needs of customers. For example, delivery vehicles can now contain
sections at different temperatures, so different types of goods can be delivered from the same truck at the same time.
Additionally, many operators have implemented customer-facing platforms for clients to transact and manage their orders
more clearly and efficiently.

Revenue
Volatility

The level of volatility is    Low

  The Grocery Wholesaling industry in Canada has a low level of revenue
volatility.

Industry volatility is a function of downstream demand, particularly from supermarkets, restaurants, convenience stores and
discount warehouse chains. Grocery and nongrocery consumption patterns drive changes in any of these retail channels.
These are affected by macroeconomic variables, such as consumer spending, interest rates and inflation. However, food
products are largely nondiscretionary purchases, which means that consumers' food budgets do not fluctuate enormously
from one year to the next. This feature of downstream demand tames much of the volatility. With a relatively constant flow
of demand, revenue tends to grow steadily from year to year. An increase in population and the entry of nontraditional
retailers into the food retail market has created a steady increase in demand for grocery distribution. Other factors,
including the price of inputs and prices downstream grocers pay for food products, can affect revenue growth.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

There is no explicit government policy or regulation aimed at operators in the
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Canadian Grocery Wholesaling industry.

However, all industry operators must comply with the federal and provincial laws applicable to all Canadian businesses,
including minimum wage statutes, federal labour standards, the Environmental Protection Act and the Competition Act.

Although food producers are primarily responsible for ensuring that their products comply with the safety and labelling
standards maintained by Health Canada and the Canadian Food Inspection Agency (CFIA), wholesalers must also ensure
that their storage procedures are in line with these statutes as well, particularly for refrigerated or frozen foods, which could
spoil if improperly stored or transported. Most health inspections emphasize cooling and freezing temperatures which inhibit
bacterial and viral growth in meat and produce. Most processed foods have preservatives and other means to maintain
freshness. In addition to these federal standards, food wholesalers must also comply with standards set by provincial public
health departments, which mostly fall in line with federal guidelines. Grocery wholesalers must be prepared for inspections
and can be held liable if any regulations are broken. Federal food safety standards have been strengthened as recently as
July 2014, when the CFIA was given the authority to impose monetary penalties to meat handlers that do not meet federal
food safety requirements.

Industry
Assistance

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

Operators in the Canadian Grocery Wholesaling industry receive no direct
assistance from federal or provincial governments.

This is due to the nature of the industry, which does not produce any goods and effectively acts as a middleman. Some
wholesalers that specialize in distributing imported goods indirectly benefit from the federal government's effort to negotiate
free trade agreements with a host of countries, especially countries that produce specialty or luxury items that can be sold
to retailers or restaurants at a premium.

Industry operators can also benefit from the support of industry associations. However, most are focused on producers and
retailers, rather than wholesalers. Furthermore, the largest industry association, the Canadian Council of Grocery
Distributors, crumbled in 2011 after several of its largest members opted instead to join the Retail Council of Canada's food
and grocery group. There are still some smaller industry associations at play, including the National Foodservice
Distributors Association, Distribution Canada Inc. and the International Foodservice Distributors Association, which focus
specifically on wholesalers that serve food service customers.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of the
COVID-19 (coronavirus) pandemic, including the deferment of income taxes owed between March 18, 2020 and August 31,
2020, as well as customs payments between March 27, 2020 and June 30, 2020. The Canada Emergency Wage Subsidy
will also support up to 75.0% of an employee's wages, up to $847.00 weekly, for employers that experienced a decrease in
gross revenues of at least 15.0% in March and 30.0% in both April and May. That program will be in place until June 5,
2021.
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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)

Consumer
Price Index

for Food
(Index)

2012 43,432 2,374 1,739 1,624 33,495 N/A N/A 1,595 N/A 131
2013 36,140 2,159 2,351 1,732 30,438 N/A N/A 1,539 N/A 132
2014 37,041 2,040 2,444 1,881 28,544 N/A N/A 1,410 N/A 136
2015 37,890 2,173 2,507 2,072 27,228 N/A N/A 1,457 N/A 141
2016 40,216 2,399 2,461 2,279 30,156 N/A N/A 1,575 N/A 143
2017 39,649 2,336 2,508 2,317 30,974 N/A N/A 1,595 N/A 143
2018 39,528 2,388 2,573 2,347 29,754 N/A N/A 1,612 N/A 145
2019 40,233 2,500 2,530 2,353 33,225 N/A N/A 1,683 N/A 150
2020 40,238 2,500 2,493 2,361 33,142 N/A N/A 1,679 N/A 154
2021 41,237 2,536 2,524 2,365 33,814 N/A N/A 1,715 N/A 156
2022 42,583 2,614 2,564 2,407 34,761 N/A N/A 1,765 N/A 160
2023 43,300 2,660 2,587 2,431 35,429 N/A N/A 1,798 N/A 162
2024 43,944 2,703 2,613 2,456 35,990 N/A N/A 1,826 N/A 165
2025 44,555 2,741 2,637 2,479 36,519 N/A N/A 1,852 N/A 167
2026 45,196 2,783 2,658 2,498 37,113 N/A N/A 1,882 N/A 169

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Consumer
Price Index

for Food (%)
2012 -2.55 -2.42 -1.09 -4.48 1.78 N/A N/A 2.86 N/A 2.37
2013 -16.8 -9.04 35.2 6.65 -9.13 N/A N/A -3.53 N/A 1.23
2014 2.49 -5.54 3.95 8.60 -6.23 N/A N/A -8.42 N/A 2.34
2015 2.29 6.51 2.57 10.2 -4.62 N/A N/A 3.34 N/A 3.70
2016 6.13 10.4 -1.84 9.99 10.8 N/A N/A 8.10 N/A 1.46
2017 -1.41 -2.64 1.90 1.66 2.71 N/A N/A 1.28 N/A 0.05
2018 -0.31 2.25 2.59 1.29 -3.94 N/A N/A 1.05 N/A 1.85
2019 1.78 4.68 -1.68 0.25 11.7 N/A N/A 4.38 N/A 3.37
2020 0.01 0.00 -1.47 0.33 -0.25 N/A N/A -0.20 N/A 2.32
2021 2.48 1.41 1.24 0.16 2.02 N/A N/A 2.11 N/A 1.70
2022 3.26 3.07 1.58 1.77 2.80 N/A N/A 2.89 N/A 2.09
2023 1.68 1.78 0.89 0.99 1.92 N/A N/A 1.87 N/A 1.43
2024 1.48 1.59 1.00 1.02 1.58 N/A N/A 1.56 N/A 1.61
2025 1.39 1.42 0.91 0.93 1.46 N/A N/A 1.45 N/A 1.45
2026 1.43 1.50 0.79 0.76 1.62 N/A N/A 1.59 N/A 1.55

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 5.47 N/A N/A 1,297 3.67 19.3 47,631
2013 5.97 N/A N/A 1,187 4.26 12.9 50,568
2014 5.51 N/A N/A 1,298 3.81 11.7 49,383
2015 5.73 N/A N/A 1,392 3.84 10.9 53,504
2016 5.96 N/A N/A 1,334 3.92 12.3 52,225
2017 5.89 N/A N/A 1,280 4.02 12.4 51,498
2018 6.04 N/A N/A 1,328 4.08 11.6 54,174
2019 6.21 N/A N/A 1,211 4.18 13.1 50,643
2020 6.21 N/A N/A 1,214 4.17 13.3 50,670
2021 6.15 N/A N/A 1,220 4.16 13.4 50,716
2022 6.14 N/A N/A 1,225 4.14 13.6 50,761
2023 6.14 N/A N/A 1,222 4.15 13.7 50,738
2024 6.15 N/A N/A 1,221 4.15 13.8 50,728
2025 6.15 N/A N/A 1,220 4.16 13.8 50,719
2026 6.16 N/A N/A 1,218 4.16 14.0 50,702

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Agriculture and Agri-Food Canada
http://www.agr.gc.ca

National Foodservice Distributors Association
http://www.nfda.ca

International Foodservice Distributors Association
http://www.ifdaonline.org

Canadian Grocer
http://www.canadiangrocer.com

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

Industry Jargon BROADLINE
a term used to describe wholesalers that sell a wide variety of items rather than focusing on a singular food product
such as seafood or fresh produce.

ELECTRONIC DATA INTERCHANGE (EDI)
The transmission of electronic documents between businesses from one computer system to another.

RADIO-FREQUENCY IDENTIFICATION (RFID)
A technology that tracks products from the time they leave the assembly line to the time they leave the store by
releasing continuous signals from a chip.

VERTICAL INTEGRATION
Owning different parts of the supply chain, either in the form of forward integration (owning upstream suppliers) or
backward integration (owning downstream buyers.)

WHOLESALE BYPASS
A popular trend within retail and manufacturing industries where producers supply goods directly to stores,
eliminating the middleman.

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
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business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

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

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

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

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

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.



IBISWorld helps you find the industry
information you need – fast.

With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
info@ibisworld.com to learn more.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
with regard to the completeness or accuracy of the data or information contained herein, and it accepts no
responsibility and disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage
whatsoever suffered or incurred by any other person resulting from the use of, or reliance upon, the data or
information contained herein. Copyright in this publication is owned by IBISWorld Inc. The publication is sold on
the basis that the purchaser agrees not to copy the material contained within it for other than the purchasers own
purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
or opinions prepared for any other person – it is agreed that it will be sourced to: IBISWorld Inc.

Copyright 2021 IBISWorld Inc.
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