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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 Convenience Stores industry in Canada relies on Canadians travelling for revenue. As Canadians are
reducing travel to minimize exposure to COVID-19 (coronavirus), demand has shrunk for industry products. For
more detail, please see the Demand Determinants chapter.

• The industry is expected to experience sharp declines as a result of the coronavirus pandemic, as demand falls for
industry products. For more detail, please see the Current Performance chapter.

• The industry's level of competition is forecast to rise as the market shrinks for industry products, leaving operators
to compete more fiercely. For more detail, please see the Basis of Competition chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This industry consists of retail businesses that primarily sell basic food, beverage and tobacco merchandise in

convenient locations during extended hours of operation. This report excludes gas stations, gas stations with
convenience stores, grocery stores and small kiosks. See IBISWorld report 44711CA for information on gas stations
with convenience stores and IBISWorld report 44719CA for information on standalone gas stations.

Major Players 7-Eleven

Main Activities The primary activities of this industry are:

Retailing tobacco and tobacco products

Retailing dispensed and bottled beverages

Retailing prepared food

Retailing food prepared on-site for immediate consumption

Retailing OTC medication and other sundries

The major products and services in this industry are:

Tobacco products

Beverages

Candy and snacks

Beer and wine

Other products

Food services



Convenience Stores in Canada March 2021

6 IBISWorld.com

Supply Chain

SIMILAR INDUSTRIES

Grocery Wholesaling in Canada Supermarkets & Grocery Stores
in Canada

Specialty Food Stores in Canada Beer, Wine & Liquor Stores in
Canada

Gas Stations with Convenience
Stores in Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Convenience Stores in the US Convenience Stores in Australia Convenience Stores in the UK Supermarkets, Grocery Stores and
Convenience Stores in New
Zealand
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Industry at a Glance
Key Statistics

$9.7bn
Revenue

Annual Growth

2016–2021

-1.3%

Annual Growth

2021–2026

1.2%

Annual Growth

2016–2026

 

$366.9m
Profit

Annual Growth

2016–2021

-2.8%

  Annual Growth

2016–2021

 

3.8%
Profit Margin

Annual Growth

2016–2021

-0.3pp

  Annual Growth

2016–2021

 

10,528
Businesses

Annual Growth

2016–2021

-3.6%

Annual Growth

2021–2026

-1.4%

Annual Growth

2016–2026

 

34,263
Employment

Annual Growth

2016–2021

-1.2%

Annual Growth

2021–2026

0.3%

Annual Growth

2016–2026

 

$672.8m
Wages

Annual Growth

2016–2021

1.1%

Annual Growth

2021–2026

0.5%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.4pp
National unemployment rate

1.8%
Per capita disposable income

0.3%
Leisure time

-2.1pp
Percentage of smokers

0.6%
Number of adults aged 20 to 64

 
Industry Structure

POSITIVE IMPACT

  Revenue Volatility
Low   Concentration

Low

  Technology Change
Low   Industry Globalization

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Regulation & Policy
Medium / Steady

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Barriers to Entry

Low / Increasing

  Competition
High / Steady

 

Key Trends

 Industry operators have benefited from rising disposable
income levels

 The percentage of Canadians who smoke is declining

 Due to the challenges the industry endures, the number of
enterprises has decreased

 The number of industry employees is projected to increase

 Changing consumer health trends will likely challenge the
industry

 The industry may gain traction with alcohol, which is another
revenue generator

 High competition has negatively affected the industry profit
margin, despite consolidation and the sale of higher-margin
goods
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Volatility

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

   

WEAKNESSES

  Low & Increasing Barriers to Entry

  Low & Steady Level of Assistance

  High Competition

  Low Profit vs. Sector Average

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Performance Drivers

  National unemployment rate

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Per capita disposable income
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Executive Summary Pit stop: Despite declining cigarette sales, smokeless tobacco use is
growing and will likely aid revenue growth

The Convenience Stores industry in Canada has withstood increasing competition by offering convenience, value
and a variety of fresh and healthful products. The small size and accessibility of convenience stores enable
operators to adapt to changing environments and consumer preferences, making them more resilient than
supermarkets and other food retailers. Industry operators have increasingly shifted product mixes to include food
service products that are more profitable than items such as cigarettes, focusing more on satisfying demand for
quick and easy meal options. However, the COVID-19 (coronavirus) pandemic is expected to cause a decline in
revenue over the five years to 2021 amid rising economic uncertainty and falling consumer spending. Consequently,
industry revenue is expected to shrink an annualized 1.3% to $9.7 billion over the five years to 2021, including
growth of 2.6% in 2021 alone as the economy begins to recover from the pandemic.

Furthermore, the quick speed of transactions at convenience stores has proved to be valuable to busy individuals.
Other retailers have also begun competing with the industry for convenience-seeking customers. In particular, credit
card use and interchange fees have gone up in recent years, placing downward pressure on industry profitability.
Wages have also increased as stores extended operating hours to satisfy consumers' needs at all times. The ability
of larger retail stores to maintain lower costs has forced industry operators to alter product mixes and advance their
food options at a faster rate to remain competitive. High competition has also negatively affected profit margin,
despite consolidation and the sale of higher-margin goods.

As the economy recovers and disposable income levels rise, consumers are expected to turn to the convenience of
industry establishments. IBISWorld anticipates cigarette unit sales to decline further over the five years to 2026, as
health concerns and higher prices deter consumers from smoking. Despite declining cigarette sales, smokeless
tobacco use is growing and will aid revenue growth in the coming years. Consequently, while sales of this industry's
leading product segment are expected to decline, greater focus on convenience and fresh food will help boost
industry revenue. Furthermore, regulations pertaining to relaxed liquor laws in Ontario will benefit industry operators.
Revenue is expected to grow an annualized 1.2% to $10.3 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Per capita disposable income

Convenience stores retail impulse and nonessential goods, so stores typically charge higher prices in return for
accessibility. Increasing disposable incomes may enable consumers to visit convenience stores more often and
spend more money during each visit. Per capita disposable income is expected to increase in 2021, representing a
potential opportunity for the industry.

 

National unemployment rate

A rising unemployment rate has a negative effect on the Convenience Stores industry in Canada. Many workers
make stops at a convenience store before or after work as part of their everyday routine. When work is removed
from the equation, the need for fast and easy retail purchases of food, beverages and sundries declines.
Conversely, a declining unemployment rate has a positive effect on this industry. The unemployment rate is
expected to decrease in 2021.

 

Number of adults aged 20 to 64

Adult consumers make up the largest market for convenience stores. This age group is more likely to have full
employment. As a result, as this age group grows, demand for convenient shopping increases. The number of
adults aged 20 to 64 is expected to increase slightly in 2021.

 

Percentage of smokers

The majority of Canadian consumers who smoke purchase their cigarettes directly from convenience stores.
Therefore, as the percentage of smokers in Canada declines, demand for convenience store goods is expected to
decline. The percentage of smokers in Canada is expected to decrease in 2021, posing a potential threat to the
industry.

 

Leisure time

Changes in leisure time affect demand for this industry because the more time-strapped people become, the more
likely they will be to visit convenience stores. Therefore, as leisure time decreases, demand for convenience store
goods is expected to increase. Leisure time is expected to decrease in 2021.
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Current
Performance

The Convenience Stores industry in Canada consists of retailers that
primarily sell basic food, beverage and tobacco merchandise in
convenient locations during extended hours of operation.

The industry thrives on high disposable incomes, low unemployment and less leisure time. Industry operators have
been forced to adapt to changing consumer tastes to increase sales over the five years to 2021, in response to
growing demand for time-saving options. Among these changes is a significant increase in the amount of prepared
and healthful food offerings made available to consumers. Industry revenue is anticipated to shrink an annualized
1.3% to $9.7 billion over the five years to 2021, though this decline is largely due to the COVID-19 (coronavirus)
pandemic. This includes growth of 2.6% in 2021 alone as the economy begins to heal from the pandemic.

While the industry has experienced steady growth during much of the five-year period, operators have encountered
some hurdles as well. For example, rising costs and mounting competition from other food retailers, such as
supermarkets and dollar stores, have limited growth in food sales and resulted in declines in profitability. Moreover,
even as tobacco products comprise a sizable portion of industry revenue, this segment as a whole has decreased
somewhat due to higher prices, new taxes and regulations on cigarettes, which have curbed overall tobacco
consumption. In response, industry operators have adjusted product mixes to include more healthful food products
and fast food options, which are more profitable than tobacco.

FAVOURABLE DEMAND CONDITIONS

Industry operators have benefited from rising disposable income levels
and declining unemployment over much of the five years to 2021.

In particular, per capita disposable income is expected to increase an annualized 1.6% over the five years to 2021,
enabling consumers to purchase soda, snacks and other sundries at convenience stores, which are often more
expensive in other retail venues such as grocery stores and supermarkets. Moreover, while unit sales of tobacco
and candy have stagnated due to health concerns, higher demand for food service options, such as prepared and
packaged meals, has enabled industry operators to generate more revenue from these items.

Time is an increasingly precious commodity for Canadians, particularly for those who live in two-income households.
Convenience stores have remained competitive, despite increased competition from other food retailers, by offering
convenience through easily accessible locations and quick service. Consequently, busier lifestyles, coupled with
changing preferences, have led to increased snacking between meals and on-the-go food consumption.

However, more consumers, particularly those who are time poor, have shown a preference for low-cost, fast-casual
concepts, partaking in the increasing prevalence of grocery store buffets. As a result, revenue faltered during the
latter half of the five-year period, particularly in 2019, when revenue declined 0.9%. Industry operators are expected
to increase their food offerings to combat this external competition from the Supermarkets and Grocery Stores
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industry in Canada (IBISWorld report 44511CA) and the Fast Food Restaurants industry in Canada (72221aCA) and
play into industry advantages, such as longer operating hours and proximity.

REGULATIONS POSE ONGOING CHALLENGES

Overall, the percentage of Canadians who smoke is declining, posing a
challenge for the Convenience Stores industry in Canada due to tobacco
products' importance in revenue generation.

In particular, the percentage of smokers in Canada is expected to decline an annualized 3.2% over the five years to
2021. This decline is partly the result of changing public perceptions about smoking and its ill effects, but Canada's
increasingly strict regulations prohibiting smoking in public spaces and workspaces have also contributed to
decreased tobacco sales.

Furthermore, the federal government imposes a 5.0% tax on cigarettes, in addition to provincial taxes on cigarettes,
which range between 10.0% (in Saskatchewan) and 15.0% (in Nova Scotia). Quebec, Yukon, Nunavut and the
Northwest Territories have no provincial cigarette tax. Since cigarette prices typically rise with taxes, the effect of
increased tobacco taxes is not reflected in this product segment's contribution to industry revenue, but rather in its
contribution to industry profit. Convenience store operators have attempted to balance this decline by relying more
heavily on lucrative product segments such as food service, which includes packaged sandwiches and hot and cold
dispensed beverages. However, tobacco product sales still comprise the bulk of industry revenue in 2021.

Updated tobacco regulations were also introduced during the period. The Tobacco and Vaping Products Act (TVPA)
was enacted in 2018 to regulate the manufacture, sale, labelling and promotion of tobacco products and vaping
products sold in Canada. The former Tobacco Act was originally enacted in 1997 in response to the national public
health problem posed by tobacco use. The new act attempts to curb the rising amount of e-smoking among
Canadians and limits the display of vaping products in certain retail locations.

INDUSTRY LANDSCAPE

Due to the challenges the industry endures, the number of enterprises has
decreased an annualized 3.6% to 10,528 companies over the five years to
2021.

Slow revenue growth and a saturated market have led some retailers to merge or acquire operators. Most notably,
industry operator Alimentation Couche-Tard Inc. embarked on an aggressive strategy of growth through acquisition
that helped increase its revenue over the five years to 2021.

Furthermore, over the five years to 2021, interchange fees, which are charges to convenience store owners when
consumers use debit or credit cards for purchases, have continued to pressure industry profit. Furthermore, wages
have increased an annualized 1.1% to $672.8 million over the five years to 2021. Extended hours and a recent
uptick in part-time labour during the latter half of the five-year period have reversed the long-term gradual decline of
wages as a share of revenue. These mounting costs have somewhat suppressed profit margin growth during the
period. Consequently, industry profit, measured as earnings before interest and taxes, is expected to account for
3.8% of revenue in 2021, compared with 4.1% in 2016.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Percentage of
smokers

(%)
2012 9,078 1,109 14,014 13,022 37,163 N/A N/A 671 N/A 20.3
2013 9,592 1,104 14,153 13,179 36,435 N/A N/A 617 N/A 19.3
2014 9,667 1,117 14,290 13,328 37,015 N/A N/A 619 N/A 18.1
2015 9,959 1,133 14,073 13,158 36,116 N/A N/A 618 N/A 17.7
2016 10,325 1,155 13,511 12,635 36,318 N/A N/A 637 N/A 16.9
2017 10,235 1,172 13,179 12,339 36,666 N/A N/A 677 N/A 16.2
2018 10,301 1,228 12,887 12,054 36,661 N/A N/A 719 N/A 15.8
2019 10,211 1,220 12,298 11,486 36,115 N/A N/A 710 N/A 14.8
2020 9,412 1,001 11,394 10,634 33,862 N/A N/A 663 N/A 15.1
2021 9,655 1,124 11,305 10,528 34,263 N/A N/A 673 N/A 14.4
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Industry Outlook
Outlook The Convenience Stores industry in Canada is anticipated to resume its

pattern of growth over the five years to 2026, with revenue expected to
rise an annualized 1.2% to $10.3 billion as the economy continues to
recover from the COVID-19 (coronavirus) pandemic and macroeconomic
indicators continue to improve.

However, sustained pressure from mass merchandisers will likely restrain revenue growth over the five years to
2026. Nevertheless, increasing demand for convenience, improving personal disposable income and mild industry
consolidation are expected to boost sales and lower costs, consequently supporting profit margin.

Consumers are expected to shop at convenience stores more frequently as incomes increase. Higher income levels
will enable consumers to pay higher prices for convenience store accessibility. Per capita disposable income is
forecast to grow over the five years to 2026 as unemployment remains continues to trend toward pre-pandemic
levels and economic growth strengthens. These increases will further drive industry growth as consumers
increasingly feel more confident about the overall economy.

COMPETITION CONTINUES

Household incomes and the need for convenience are expected to
increase as more people return to work and school.

The average consumer's leisure time is expected to decrease marginally over the five years to 2026 due to shrinking
unemployment levels. However, mounting competition from supermarkets and specialty stores is expected to
constrain the revenue boost from rising incomes. Changing consumer health trends will also further challenge the
industry.

Competition among industry operators will intensify over the five years to 2026, contributing to consolidation activity
despite strong demand for industry products. Competition between supermarkets and convenience stores will be
primarily price based, with longer operating hours and the introduction of metro stores in urban areas by
supermarkets also affecting demand for convenience stores. Metro stores are scaled-down versions of
supermarkets that resemble convenience stores but offer lower prices, just as larger food retailers charge lower
prices due to the reduced per-unit costs achieved from economies of scale. Consequently, the number of
enterprises is expected to decrease, falling an annualized 1.4% to 9,809 companies over the five years to 2021.
However, the number of industry employees is projected to increase an annualized 0.3% to 34,861 workers during
the same period due to growing revenue.

REGULATIONS POSE CHALLENGES, OPPORTUNITIES

Convenience store operators can expect to endure stronger regulations
and higher taxes on cigarettes over the five years to 2026 as Canadians
increasingly embrace healthier lifestyles.

This trend has a significantly negative effect on industry operators because tobacco products make up convenience
stores' largest product segment. Not only do tobacco products contribute the largest share of revenue, but they also
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contribute to the success of other products as well, since smokers stopping in for a pack of cigarettes often leave
with a fountain soda, candy, chips or other items. However, the industry may gain traction with alcohol, which is
another revenue generator. Sale of alcohol inside convenience stores is currently banned or restricted in most
provinces. However, some permit the sale of beer and wine. There has also been a push to continue to loosen these
laws.

This push underlines an increasing interest among consumers to permit industry operators to sell alcoholic
beverages, preferring convenience to tradition. Most notably, Ontario passed legislation in 2019 that would cancel
the Ontario government's existing contract with the Beer Store, though it has not been signed into law. This
legislation is expected to cost the province up to $1.0 billion in legal penalties, but would also make it possible for
convenience stores to sell beer. Ontario is already home to a sizable 41.8% of industry establishments and this law
is expected to result in strong benefits for existing operators. Additionally, this may encourage new operators to
enter the industry. Similar to cigarettes, alcohol sales draw people into convenience stores, which would lift revenue
across all product segments. Continued shifts toward looser restrictions regarding the sale of alcohol in convenience
stores could have a significant influence on revenue moving forward.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Percentage of
smokers  (%)

2021 9,655 1,124 11,305 10,528 34,263 N/A N/A 673 N/A 14.4
2022 9,952 1,155 11,222 10,424 34,773 N/A N/A 685 N/A 13.8
2023 10,102 1,170 11,077 10,269 34,962 N/A N/A 690 N/A 13.3
2024 10,182 1,178 10,928 10,115 34,999 N/A N/A 692 N/A 12.9
2025 10,228 1,182 10,777 9,960 34,953 N/A N/A 692 N/A 12.4
2026 10,253 1,184 10,626 9,809 34,861 N/A N/A 690 N/A 12.1
2027 10,267 1,184 10,502 9,684 34,775 N/A N/A 689 N/A 11.7
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Many industry products have inelastic demand

There is ongoing market saturation

The industry’s services are an essential part of the economy and experience complete market
acceptance

The Convenience Stores industry in Canada is in the mature stage of its life cycle. Industry value added (IVA), which
measures an industry's contribution to the overall economy, is forecast to grow 0.2% over the 10 years to 2026. In
comparison, Canadian GDP is projected to increase an annualized 1.7% during the same period. This slower rate of
growth compared with the overall economy typically illustrates an industry in decline. However, other factors indicate
the industry's maturity. Tgus classification is supported by the inelastic nature of convenience store products,
ongoing market saturation and the modest adoption of new technology.

While the industry's markets fluctuate based on changes in the Canadian economy as a whole, such as per capita
disposable income and unemployment, industry services are an essential part of the economy and experience
complete market acceptance. This close connection with overall economic cycles is indicative of a mature industry.
Furthermore, the industry undergoes only moderate technological change, limited to new developments in inventory
management and point-of-sale systems.

Some operators have offered new products in recent years. Although some of the larger companies, such as 7-
Eleven Inc. and Alimentation Couche-Tard Inc., offer a greater variety of fresh food, most establishments offer
interchangeable products. Due to intensifying competition, many operators have tried to differentiate themselves
through branding and by expanding their product range to include prepaid phone cards and prepared food. This
strategy has helped stimulate sales in the industry. Additionally, technological advances have focused on
introducing computer-scanning cash registers and automated warehouse equipment. Major industry operators have
all introduced such technology, but many smaller operators are lagging behind.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Key Selling Industries
1st Tier

Grocery Wholesaling in Canada

Beer, Wine & Spirits Wholesaling in Canada

Cigarette & Tobacco Product Wholesaling in Canada

Frozen Food Wholesaling in Canada

2nd Tier

Candy Production in Canada

Snack Food Production in Canada

Frozen Food Production in Canada

Cigarette & Tobacco Manufacturing in Canada

Products & Services

  Convenience stores primarily serve as a source for fill-in items to
supplement total food store purchases.

Therefore, having the right mix of a limited product selection is critical to the Canadian Convenience Stores
industry's success.

TOBACCO PRODUCTS

Convenience store companies are trying to reduce their dependency on
tobacco products due to threats of government regulation and taxation, in
addition to escalating consumer health concerns.

The industry is still heavily reliant on tobacco sales, however, as this segment is expected to generate 39.7% of
revenue in 2021. Sales from this product segment have increased as a portion of industry revenue over the five
years to 2021. Chewing tobacco and electronic cigarettes represent the fastest growing category within the tobacco
products segment.

Despite the increasing relevance of this category, the heightened awareness of the dangers of smoking and bans on
smoking in restaurants and other public spaces, sales in this category are expected to slow in the years ahead.
Additionally, the Convenience Stores industry in Canada competes with internet retailers, supermarkets, gas
stations, kiosks and other retailers in this product segment. The increasing competition from substitute retailers is
also forecast to reduce sales of cigarettes and tobacco products as a percentage of total merchandise sales.
Furthermore, antismoking products, such as smoking cessation gum or sprays, represent the fastest growing
product category for convenience stores. Sales of this product segment are expected to decline over the next five
years.
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PACKAGED BEVERAGES

The packaged beverage product category is made up of bottled
nonalcoholic beverages such as water and soft drinks.

Sales in this product group have remained moderately steady over the past five years. Packaged beverages
represent 18.4% of revenue in 2021. The number of packaged beverages sold may rise over the next five years as
increased marketing for packaged drinks, greater health consciousness and the need for convenience encourage
further sales growth. Beverages are continually being innovated, such as vitamin-enhanced waters and sport and
energy drinks. The new products will further increase sales from this segment. Energy drinks, soft drinks and juice
drinks, in descending order, generate the largest sales revenue within this category.

CANDY AND SNACKS

Groceries and other edibles in convenience stores are estimated to
account for 12.5% of total industry revenue in 2021.

Grocery items include salty snacks, candy, meat, fish, poultry products and prepackaged canned meats that require
refrigeration. Produce items and frozen foods are also considered grocery items. Sales in this product group have
been weakening steadily over the past decade. This decline is due to the external competition that the industry
endures from supermarkets and grocery stores, which are better able to compete on price due to their ability to
source goods in larger quantities. Industry operators are moving toward supplying consumers with more high-
quality, locally grown produce in an attempt to spur revenue growth from this product segment.

BEER AND WINE

Provincial laws regulating what entities may sell alcoholic beverages
stymie liquor sales across much of the country.

However, industry operators are permitted to sell a wide variety of beer and wine products, sales from which
generate 9.1% of industry revenue in 2021. This segment's share of revenue has decreased over the five years to
2021 in line with per capita alcohol consumption.

OTHER PRODUCTS

Convenience stores offer consumers a variety of other products for sale,
including prepaid calling cards, newspapers, videos, ATM services and
lottery commissions.

Each of these subsegments represents a relatively small portion of industry revenue. This product segment has
remained relatively stable over the past five years, as many of these products are considered essential purchases
by consumers. Other products account for 18.1% of industry sales in 2021.

Demand
Determinants

Convenience

The need for convenience is the most significant demand determinant for the Convenience Stores industry in
Canada. Operators aim to save consumers time by offering a limited variety of merchandise in a confined store
space. Having an easily accessible location is also important. Time-sensitive consumers shop at these stores for
their convenient locations, extended hours of operation, one-stop shopping, grab-and-go food service and speedy
transactions.

The importance of convenience in the industry is evident in the average speed of transactions. The average time it
takes a customer to walk in, purchase an item and leave is between three and four minutes. Competing channels,
such as supermarkets, drug stores, dollar stores, mass merchandisers and wholesale clubs, have far fewer stores.

The level of real household disposable income also affects demand for goods from this industry. High-income
households can afford to shop at convenience stores often. Consumers with lower disposable income levels may
frequent convenience stores less often. When they do patronize these stores, they restrict purchases to essential
items, such as bread and milk.

Cigarettes

Sales of cigarettes and other tobacco products to adults have traditionally been important to the economic viability of
the Convenience Stores industry, making up an estimated 39.7% of sales in 2021.
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However, tobacco consumption among Canadians has been falling over time. IBISWorld forecasts the percentage of
smokers in Canada has decreased an annualized 3.2% over the five years to 2021. Public education and health
campaigns have increased awareness of the dangers of tobacco, while government taxes and duties have caused
prices to rise. Laws have been imposed to ban smoking in places of work and public areas, including restaurants
and bars. In addition, the public perception of smoking is slowly changing, from an activity that was attractive and
highly acceptable to one that is unattractive and dangerous to a person's health. Each of these developments has
contributed to the fall in tobacco consumption.

Smoking still remains popular with some groups, however, including youths. Youth access to tobacco has been a
contentious issue for the industry and increased regulation and laws regarding this issue have caused many
operators to invest significantly in training, signs and additional security. Convenience stores' association with
underage smoking has deterred some consumers from supporting the industry in general.

Overall, demand for industry products is forecast to fall due to the COVID-19 (coronavirus) pandemic. Many of these
purchases are impulse buys as potential customers pass by industry establishments. As travel fell due to stay-at-
home orders, these purchases came less often. Additionally, the rising economic uncertainty due to the pandemic
curbed consumer spending, cutting into revenue opportunities for industry operators.

Major Markets

  Middle-income households and single males purchase the majority of
merchandise at convenience stores.

  In general, customer profiles can vary and depend on the surrounding market. A typical convenience store serves
1,000 customers per day.

CONSUMERS UNDER THE AGE OF 25

Consumers under the age of 25 comprise 11.1% of the Canadian
Convenience Stores industry's market in 2021, making it the smallest
consumer segment for this industry.

Children and teens generally do not have a disposable income, making it difficult for them to purchase products in
this retail channel. Transportation can also limit access to stores for children and teens who cannot drive. However,
younger consumers in major cities with advanced public transportation systems have greater access to convenience
stores. Furthermore, college and graduate school students, as well as young professionals, value several
characteristics that this industry's operations provide, such as convenience, time savings and extended hours of
operation. This segment is forecast to grow over the next five years as urban population grows, attracting younger
Canadians to locations with industry establishments.

CONSUMERS AGED BETWEEN 25 AND 44

Adults between the ages of 25 and 44 make up the second-largest
consumer segment for convenience stores and are expected to account
for 31.8% of industry revenue in 2021.

Consumers within this age bracket typically comprise young professionals with a wider range of discretionary
spending, as well as young, on-the-go families that benefit from industry operators because of their convenient
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offerings. Middle-aged consumers tend to be employed full-time, have busy family lives that involve caring for
children or aging parents, or both. As a result, this age group tends to be pressed for time and therefore patronize
industry retailers for their convenience, stopping by for a cup of coffee on the way to work in the morning and
stopping by again in the afternoon on the drive home for a last-minute dinner item. Millennials value the product and
brand selections that are offered in this retail channel and as a result, this segment has grown over the past five
years. Several of the fastest growing product categories in this industry, which include energy drinks, sports drinks
and smokeless tobacco are driven by young adults.

CONSUMERS AGED BETWEEN 45 AND 64

Adults between the ages of 45 and 64 are anticipated to account for 34.5%
of industry revenue in 2021, constituting the largest consumer segment
for convenience stores.

Similar to millennials, older Canadians in this age group have become busier in recent years and have benefited
from purchasing food, cigarettes and other sundries from multiple retail channels. Further, older Canadians tend to
smoke cigarettes and use other tobacco products at a higher rate than younger Canadians, further bolstering this
segment's contribution to industry revenue. The share of revenue generated by consumers aged 55 and older has
increased over the five years to 2021 as this demographic has grown.

CONSUMERS AGED 65 AND OLDER

Older consumers make up a smaller portion of this industry's market,
accounting for 13.4% of the total market.

Baby boomers shop more frequently at competitive retail channels for several reasons. In addition to supermarkets
and grocery stores, spending at pharmacies and drug stores comprises a disproportionate share of spending among
older consumers because of their need for prescription drugs and over-the-counter medication. Nevertheless,
convenience stores offer smokers in this age group a convenient location to purchase cigarettes and other tobacco
products. This segment is expected to grow over the next five years as the Canadian population ages.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Although operators in the Convenience Stores industry in Canada do not directly participate in international trade,
these retailers may stock merchandise sourced from international locations. The United States and Mexico continue
to dominate import demand. Canada's most popular cigarette brands are produced by Imperial Tobacco, whose
manufacturing plants are located off-shore in Mexico. Growth in purchases of goods produced in the United States
for resale in Canadian convenience stores can be attributed to the relatively inexpensive transport costs due to its
proximity to Canada, coupled with a weak US dollar that makes the country's goods more competitive against other
import products.
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Business
Locations

  The distribution of establishments in the Convenience Stores industry in Canada largely mirrors population distribution in Canada,
with the exception of regions of large geographic size where the population is more spread out, thus requiring more vehicle travel
and more establishments per capita. This trend is common within the retail sector, as these companies rely heavily on foot traffic
to generate consumer purchases.

Ontario, home to 38.8% of Canada's population, accounts for 41.9% of retail establishments in 2021. Moreover, Ontario's location
on the Great Lakes provides retail stores in this area with a well-established transportation network and easy access to imports
from the United States. Quebec accounts for 30.2% of convenience stores, though the percent of the population in this province is
much lower, at 22.5%. This difference can be attributed to Quebec's relatively lenient liquor laws. The province permits beer and
wine sales in its convenience stores, enabling industry operators to thrive and proliferate. Quebec's stores still endure stiff
competition from government-run liquor stores, however. Alberta is home to 8.8% of the nation's convenience stores, despite
containing 11.7% of the Canadian population. Alberta does not permit beer and wine sales in its convenience stores, resulting in a
lowered number of establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

Due to the ubiquitous nature of convenience stores, the Canadian Convenience Stores industry has a low market
share concentration. The top three industry operators combined account for less than 15.0% of the industry's
revenue in 2021, indicating numerous independently operated enterprises. The dominance of independent operators
goes back to the industry's historical beginning and persists because smaller companies can quickly adapt to
changes. Small companies can also compete effectively by acquiring superior locations or offering specialized
merchandise and services. Consequently, the fragmented nature of this industry makes it difficult for any single
operator to obtain significant market share. The industry's top two players, 7-Eleven Inc. and Alimentation Couche-
Tard Inc., operate stores across the country and have extensive distribution channels. The remaining operators in
this industry are mostly single establishment, mom-and-pop stores with five employees or fewer.

Key Success
Factors

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

Ability to control stock on hand:
Operators must minimize unnecessary stock buildup, while ensuring that popular products are always available.
Inventory turns frequently in this industry: between 20 and 35 times annually.

Attractive product presentation:
Successful operators take care to maximize layout and design, maintain shelf management and cleanliness and
display a range of products in a visually appealing way.

Maintenance of excellent customer relations:
Convenience store operators need to provide friendly and helpful service to ensure repeat purchases. In addition,
building an image of quick service and extended hours is essential.

Proximity to key markets:
The ideal convenience store location is near a residential area and also remote enough from other food stores, such
as supermarkets and quick-service restaurants, to encourage patronage.

Access to multiskilled and flexible workforce:
Operators must find workers willing and able to work shifts at various times of day, as well as the skills to perform
the job, from customer service to lifting boxes.

Adaptability of operations to comply with social distancing protocols:
Governments may force operators that cannot comply with protocols regarding social distancing to remain closed.
Those that can do so will be permitted to remain open.
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Cost Structure
Benchmarks

  Profit

Credit card fees and declining tobacco product margin have placed
downward pressure on industry profitability over the five years to 2021.
Profit, measured as earnings before interest and taxes, is estimated to
account for 3.8% of revenue in 2021, down from 4.1% in 2016.
Interchange fees for the usage of credit card, or swipe fees, have also
been a major point of conflict for convenience stores. Industry operators
are able to pass a portion of the fees on to consumers, but they must
absorb the remainder. Some of the industry's rising costs associated
with wages and swipe fees are being offset by consolidation benefits.
Larger players can reduce the cost of goods due to volume purchases,
save on advertising costs as a proportion of sales per store and
minimize duplicative costs across their stores.

 

  Wages

As a share of industry revenue, wages increased slightly from 6.2% in
2016 to an estimated 7.0% in 2021. This increase can be attributed to
provincial minimum wage increases and industry operators' heightened
emphasis on customer service. However, wages as a percentage of
sales are low compared with other retail industries, largely because of
the limited number of employees needed to operate a small store.
Additionally, due to long operating hours, many convenience stores
employ part-time staff that require lower wages than full-time
employees.
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  Purchases

Typical of the retail industry, purchases account for the largest
operating expense for convenience stores. This segment consists of
goods purchased from vendors for resale to customers. Products in this
category include cigarettes, beer, candy, general merchandise and
similar items for resale. Purchases are estimated to account for 79.4%
of industry revenue in 2021, remaining relatively steady since 2016.

 

  Marketing

Marketing costs are expected to account for 0.2% of industry revenue
in 2021.

 

  Depreciation

Depreciation of the industry's capital assets is expected to account for
0.9% of the industry's total revenue in 2021. Depreciation has remained
steady over the past five years.

 

  Rent

Rent costs for industry operators are high due to the importance of a
premium location to remain competitive. Rent is expected to account for
3.2% of total industry revenue in 2021 and has remained steady over
the past five years.
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  Utilities

Utilities are expected to account for 1.3% of total industry revenue in
2021. Many store owners are investing in new energy-efficient cooler
doors, better facility insulation, higher-efficiency heating and air-
conditioning units, energy-efficient lighting fixtures and other similar
advancements to mitigate spikes in utility costs.

 

  Other Costs

Other costs, including administrative costs and surveillance costs, are
relatively minimal and are expected to total 4.3% of the industry's
revenue in 2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Steady

  Competition in the Convenience Stores industry in Canada is intense due
to the combination of low barriers to entry and a highly fragmented and
saturated market.

INTERNAL COMPETITION

Convenience stores compete internally on the basis of price, location,
product selection, access to additional services, customer service and
convenience.

Due to the homogeneous nature of the goods sold at convenience stores, industry participants compete on price by
offering discounts and promotions in addition to customer loyalty programs.

Coupled with the growing popularity of private label products, which are more affordable than branded goods, price-



Convenience Stores in Canada March 2021

27 IBISWorld.com

based competition has increased. Furthermore, the leading convenience store chains have acquired smaller
competitors in recent years to reduce operating expenses through economies of scale. In turn, industry
consolidation has exacerbated internal price-based competition because larger companies can typically offer lower
prices than independent grocers and small chains.

Operators also compete to secure the best locations that are convenient and near a busy intersection or street. In
addition, the variety of goods offered in stores is also important. To appeal to a diverse consumer base, operators
must provide a balanced mix of generic, branded and premium products. Aside from food and traditional
merchandise, operators that provide additional amenities, such as ATMs, have an edge over competitors.

EXTERNAL COMPETITION

As convenience stores sell a wide range of food, beverages and other
types of merchandise, companies compete with a variety of retailers,
including gas stations, grocery stores, mass merchandisers and
warehouse clubs.

Stores that sell prepared meals also compete with restaurants. Since the industry is fragmented, no single player
has a particular influence on product offerings or price.

Industry operators also endure competition from gas stations with convenience stores. In addition to providing all the
regular items found in convenience stores, operators in the Gas Stations with Convenience Stores industry in
Canada (IBISWorld report 44711CA) have the added advantage of offering fuel. For time-strapped consumers, this
factor can sway purchases toward these hybrid stores.

Other forms of external competition include pharmacies, which have increased their offerings of groceries. Some
fast food restaurant chains have launched aggressive promotions on coffee to lure customers into their restaurants
during the morning drive to work. As for the internet, is unlikely that internet-based grocery websites will affect this
industry in the short term. Consumers who purchase from the Convenience Stores industry in Canada are often
making impulse purchases and the speed at which goods can be obtained is highly important.

The level of competition is expected to grow amid the COVID-19 (coronavirus) pandemic. A large share of this
industry's business is focused on non-essential snack and vice items, including candy, alcohol and cigarettes. In
times of economic turmoil, such as the pandemic, Canadians are less likely to indulge in these impulse purchases,
shrinking the market for industry products. Thus, industry players must compete more fiercely for the remaining
revenue opportunities.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Increasing
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  Barriers to entry in the Convenience Stores industry in
Canada have traditionally been low but are increasing, as
businesses consolidate and create larger players with
vast resources. The low level of differentiation of products
retailed in this industry and minimal customer loyalty are
conducive to the entry of new players. Moreover, costs
are not prohibitive for smaller players and the industry is
not highly labour intensive. Overall, there is a strong
likelihood of new companies entering the industry.

Additionally, large industry operators have developed
strong relationships with wholesale distributors ensuring
that they receive the most competitive prices, which they
can then pass on to customers, maintaining and
expanding their market share. This ability makes entry
into the industry more difficult.

The level of product differentiation among operators in
this industry is relatively low because most players tend to
stock similar products and brands. In addition, the
majority of the products sold by this industry can also be
purchased from other retailers, such as supermarkets,
delis and even online merchandisers. While this industry
does not require much machinery or technology,
considerable levels of capital are required to establish a
new store or purchase an existing location. There are high
costs associated with establishing a new convenience
store in a suitable location, including establishing and
maintaining a sufficient inventory. Finally, a large degree
of competition for locations that are exposed to high levels
of traffic drives up rent costs and real estate values.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The vast majority of operators in the Canadian Convenience Stores industry is based in Canada, earning revenue
domestically. However, Alimentation Couche-Tard Inc. operates the majority of its stores in the United States. 7-
Eleven Inc. originated in the United States and was later bought by the Japanese-based Seven and I Holdings Co.
The company's multinational reach extends to 17 countries, with its largest markets in Japan, the United States,
Canada, the Philippines, Hong Kong, Taiwan, Malaysia and Thailand.
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Major Companies

Major Players 7-Eleven Inc.

Market Share: 9.4%

Brand Names Quickie

  7-Eleven Inc. (7-Eleven), a subsidiary of Japan-based Seven & i Holdings Co., is the largest convenience retail
chain in North America and the pioneer of the convenience store business model. 7-Eleven opened its first store in
Canada in 1969 in Calgary and was the first convenience store to stay open 24 hours a day, seven days a week,
according to the company's website. With its Canadian headquarters in Surrey, BC, the company operates the
franchises and licences of 636 convenience stores in Canada in fiscal 2020 (year-end February). The company has
named Manitoba the Slurpee Capital of the World, since an average 8,300 Slurpees are sold per store each month
in the province, making it the world leader in sales of the sweetened, slushed-ice beverage, according to the
company's website.

Worldwide, 7-Eleven licensees and affiliates operate over 70,000 7-Eleven and other convenience stores in 15
countries, mainly in Asia. Additionally, the company's establishments experience 61.0 million customer visits per
day. The company segments its sales into two distinct operations, which are merchandise and gasoline. Gasoline is
offered in one-third of its stores and has historically accounted for half of overall sales. Gasoline sales are not
included in this industry. 7-Eleven convenience stores with gas stations are included in the Gas Stations with
Convenience Stores industry in Canada (IBISWorld report 44711CA). The remainder of sales are attributed to the
merchandise segment and includes the sale of tobacco items, hot and cold beverages, phone cards, Slurpees and
beer.

In a bid to differentiate itself from traditional convenience stores, 7-Eleven has introduced fresh food that is delivered
to its stores daily. The company also started a hot foods menu in some of its stores in the United States and
Canada. The menu has proven successful enough for the company to expand it multiple times, including recently
with the introduction of its new Chicken Dippers. At the same time, 7-Eleven has also worked to bring healthier
foods to its stores, including the rollout of its nutritionally balanced fresh sandwiches, wraps and salads menu in
2014. Consumer demand for healthier food, especially among millennials, has pushed the company to continuously
expand its product lines over the five years to 2021. The company is also beginning to offer coffee with additives
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such as Echinacea that have purported health benefits, such as cold and flu prevention.

Financial performance

The company has historically dominated the Convenience Stores industry in Canada. 7-Eleven's industry-relevant
revenue is expected to increase an annualized 9.1% to $904.6 million over the five years to 2021. The company
performed well during this period by introducing a variety of new store items and expanding its private label offerings
to appeal to low-income consumers. Furthermore, despite 7-Eleven's aggressive expansion strategy in urban areas
and increased purchase costs, profit has performed well during the five-year period. This steady increase in profit
can also be contributed to the company's decision to convert its acquired stores to franchised stores to maximize
profitability through decreased labour costs. Operating profit, also measured as earnings before interest and taxes,
is forecast to grow an annualized 9.0% to reach $34.9 million over the five years to 2021.

 
7-Eleven Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 584.4 N/C 22.7 N/C
2017-18 661.6 13.2 24.8 9.3
2018-19 953.4 44.1 30.1 21.4
2019-20 1,077.0 13.0 39.4 30.9
2020-21 880.2 -18.3 42.6 8.1
2021-22 904.6 2.8 34.9 -18.1

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

Other Companies There is a high degree of overlap between the Convenience Stores industry in Canada and the Gas Stations with
Convenience Stores industry in Canada (IBISWorld report 44711CA). For example, 7-Eleven Inc. and Alimentation
Couche-Tard Inc., which operates the Circle K brand of stores, operate stores in both industries. Aside from these
industry leaders, most convenience stores are small, single-location operations. In fact, 69.9% of the stores in this
industry employ fewer than five people.

Alimentation Couche-Tard Inc.

  Market Share: 4.6%
  Alimentation Couche-Tard Inc. (ACT) is based in Laval, QC and owns and operates convenience stores across

North America, most of which are open 24 hours a day, seven days a week. The company is the largest
independent convenience store operator in Canada with a network of 9,414 stores in North America, of which 1,193
are convenience stores as of fiscal 2020 (year-end April). The other 8,221 stores operated by ACT have a gas
station attached and therefore operate within the Gas Stations with Convenience Stores industry in Canada
(IBISWorld report 44711CA). ACT employs more than 109,000 people across its network of North American stores.
The company operates its corporate stores primarily under the names Couche-Tard, Mac's, Circle K and On the
Run. The company's stores offer a variety of products and services, including petroleum, candy, fresh food products,
phone cards, newspapers and magazines, tobacco products, national- and proprietary-brand fast food, frozen
beverages, beer and wine, coffee, dairy items, ATMs and lottery tickets.

In addition to the traditional goods offered in convenience stores, ACT has partnerships with several quick-service
restaurants, including Subway, Dunkin' Donuts, A&W, Pizza Hut, Taco Bell, KFC, M&M Food Market, Quiznos and
Country Style. The company has scaled up through strategic acquisitions over the five years to 2021. In 2017, ACT
acquired CST Brands Inc. through an all-cash transaction, yet on the same day, sold a significant portion of CST's
Canadian assets to Parkland Fuel Corporation. This action, combined with currency adjustments, caused ACT's
Canadian market share to actually decrease for the year. The company has also achieved organic growth, primarily
shifting its focus on time-poor consumers. As a result, ACT increased its offerings of food items, including iced
coffee and other ready-to-consume items for customers with little time to wait for any significant food preparation.

While the company's ability to outperform the rest of the industry and the economy at large has been driven by
strong expense control and an aggressive acquisition strategy, making ACT the main consolidator in the North
American convenience store market, standalone convenience stores now comprise a much smaller share of total
industry revenue. Exacerbating this shift has been a volatile global commodity market, in addition to the overall
depreciation of the Canadian dollar relative to its major trading partners. However, growing store totals, combined
with ACT's acquisition of Parkland Fuel Corporation, supported revenue growth, despite the COVID-19 (coronavirus)
pandemic. Industry-specific revenue is expected to increase an annualized 4.8% to reach $443.2 million over the
five years to 2021.

Needs Convenience

  Market Share: 0.6%
  Needs Convenience (Needs) is a chain of convenience stores operating in the four Atlantic Canadian provinces.

Many stores operate from 6:00 am until midnight, with a few locations open 24 hours a day. The Needs chain has
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installed gas stations at several of its 140 convenience locations. Those operating within the Convenience Stores
industry in Canada contribute an estimated $59.8 million to the industry in 2021. The Needs chain developed out of
a series of small acquisitions by Sobeys Inc., one of Canada's largest food store chains, which operates more than
1,500 grocery stores.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Convenience Stores industry in Canada exhibits a
moderate level of capital intensity. Using wages as a proxy
for labour and depreciation as a proxy for capital,
IBISWorld estimates that the industry will spend $0.13 on
capital for every $1.00 spent on labour in the industry in
2021. Capital expenditure for the industry includes the
purchase of store assets such as cash registers and
shelving. Depreciation has historically been low for
convenience stores, as most capital expenditures are
incurred at the inception of the business.

As with most retailers, convenience store operators rely
heavily on their workforces for day-to-day operations. The
level of labour expenditure in this industry is influenced by
the number of people employed, their wage rates and
operating hours. Labour costs remain a large expense for
the industry, as employee responsibilities cannot be
outsources because they are store-based. Employee
responsibilities include customer service, purchase
processing, shelf restocking and inventory control.
Furthermore, the industry has a high turnover rate, which
results in higher labour costs due to the increased time and
resources required to train new employees.
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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.

Very Low Innovation
Concentration

Very
Unlikely

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

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

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

Very Low Market
Concentration

Very
Unlikely

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

  The industry is experiencing a low level of both the rate of new patents and the concentration of patents in the industry.
This creates an environment where the threat of new technologies driving disruption is low.

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

Major market segments for industry operators are relatively diversified. The spread of market segments suggests that there
are limited entry points other than those already served my incumbent operators.

The Convenience Stores industry in Canada is exposed to heavy external
competition since several industries sell product segments of convenience
stores.

As a result, various potential technological disruptors could hurt the industry. Any technological development that improves
the customer service and price of food delivery and manufacturing has the potential to disrupt the industry by shifting
demand away. Convenience stores benefit from being convenient, so any advancement in other fronts that improve
convenience elsewhere can hurt the industry. For example, Amazon Fresh Food and delivery initiatives directly disrupt the
industry by reducing demand for convenience stores. Overall, there are various sources of technological disruptions, but
few have yet to severely dent demand. These trends are expected to intensify over the five years to 2026, to the detriment
of the industry.

The level of technology change is    Low

  The Convenience Stores industry in Canada has undergone moderate
advances in technology in recent years.

Information systems have helped industry operators analyze store data to identify the growth opportunities and enhance the
efficiencies of operations. While point-of-sale (POS) technology adoption was swift for larger operators, smaller operators
were slower to implement the technology due to limited financial resources.
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Information systems have helped industry operators analyze store data to identify the growth opportunities that exist and
enhance the efficiencies of operations. This has translated into lower inventories for stores, reducing handling costs. POS
systems also enable operators to keep track of customers' preferences at a larger scale and optimize purchases from
wholesalers and other retailers. In addition to POS systems, many chain stores use accounting and customer relationship
management software to optimize customer service and customer retention rates.

Technology has also helped curb crime, a problem for the Convenience Stores industry in Canada due to operators'
traditionally long hours of operation and limited security. Associated technology includes video cameras, smart safes that
automatically count money and easy-to-install alarm switches.

Tap-to-pay payment methods, such as Apple Pay, surged in popularity during the period for their convenience and ease.
Most recently, 7-Eleven Inc. said it will join the list of retailers accepting tap-to-pay payments in 2019.

Revenue
Volatility

The level of volatility is    Low

  Revenue volatility in the Convenience Stores industry in Canada is low.

Revenue growth rates have ranged from an increase of 3.7% in 2016 to an expected decline of 7.8% in 2020 due to the
COVID-19 (coronavirus) pandemic over the five years to 2021. Revenue increased during the period as more consumers
returned to work and disposable income levels rose. With busier schedules, more consumers gravitated toward the
convenience of industry establishments, purchasing soda and snacks before and after commuting to work or school.
However, the declining number of smokers in Canada has placed downward pressure on demand for cigarettes and
tobacco products, moderating the growth of industry revenue during the latter half of the five-year period.

Although the cost of goods sold and labour costs are substantial, they are generally stable from year-to-year. Further,
volatility is somewhat caused by fluctuations in disposable income and consumer sentiment. Due to the reliance on
consumer spending patterns in coastal, resort and tourist markets, the industry as a whole typically generates higher
revenue and gross margin during warm weather months. In the warmer months, customers tend to purchase greater
quantities of certain convenience items, such as beer, soft drinks and ice. However, since these weather patterns occur
annually, such seasonality does not result in year-on-year revenue volatility.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

Regulation in the Convenience Stores industry in Canada is at a medium and
steady level.

As part of the retail industry, convenience stores are subject to federal and provincial government regulations that aim to
maintain a competitive retail environment.

TOBACCO

Increasing restrictions on where Canadians can smoke and in some provinces,
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how and if tobacco products are advertised for sale, have a negative effect on
the percent of Canadians who smoke, thus decreasing revenue for this
industry's largest product segment.

The Tobacco and Vaping Products Act (TVPA) was enacted in 2018 to regulate the manufacture, sale, labelling and
promotion of tobacco products and vaping products sold in Canada. The former Tobacco Act was originally enacted in 1997
in response to the national public health problem posed by tobacco use. The Tobacco Act and its regulations have been a
key component in advancing the government's strategy to protect the health of Canadians from tobacco related death and
disease.

ALCOHOL

The Importation of Intoxicating Liquors Act grants Canadian provinces and
territories full control over the importation of alcoholic beverages into their
jurisdiction.

Therefore, alcohol regulations vary by province. Alcohol sales have long been largely restricted to government-run shops,
but this trend has been reversing over the past 10 years as Canadians express their preference for convenient alcohol
sales. If the tides turn in favour of industry operators, laws banning liquor sales in convenience stores will be overturned
and operators will gain an important revenue source. In Ontario, Canada's most populous province, the Liquor Control
Board of Ontario (LCBO) has historically maintained a quasi-monopoly on alcoholic beverage sales in Ontario. However,
regulations were significantly relaxed in 2019 after a decision by the provincial government to permit select corner stores
and convenience stores.

Convenience stores are also subject to capacity restrictions within stores due to the COVID-19 (coronavirus) pandemic,
though this is unlikely to severely affect operations due to the short amount of time spent in stores.

Industry
Assistance

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

The Convenience Stores industry in Canada receives minimal governmental
assistance.

The majority of items that may be subject to tariff duties are only provided at expanded convenience stores and not
traditional stores, which stock only basic food and nonfood items. Tobacco products, however, are a highly popular nonfood
item that can be found in many convenience stores. The tariff rate for tobacco products ranges between 2.5% and 12.5%.
While tariffs are applicable to some goods supplied by this industry, they have minimal influence at the retail level.

Industry operators are supported by many regional associations. Prior to the current period, the five regional convenience
store associations that represent stores in different provinces signed an affiliation agreement to work together on national
issues of mutual importance. Industry retailers are also represented by the Canadian Convenience Stores Association, a
not-for-profit federal association representing over 30,000 members including both conventional and auto-servicing
convenience stores.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of COVID-19
(coronavirus), including the deferment of income taxes owed between March 18, 2020 and August 31, 2020. The Canada
Emergency Wage Subsidy also will support up to 75.0% of an employee's wages, up to $847 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.
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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)
Percentage of

smokers (%)
2012 9,078 1,109 14,014 13,022 37,163 N/A N/A 671 N/A 20.3
2013 9,592 1,104 14,153 13,179 36,435 N/A N/A 617 N/A 19.3
2014 9,667 1,117 14,290 13,328 37,015 N/A N/A 619 N/A 18.1
2015 9,959 1,133 14,073 13,158 36,116 N/A N/A 618 N/A 17.7
2016 10,325 1,155 13,511 12,635 36,318 N/A N/A 637 N/A 16.9
2017 10,235 1,172 13,179 12,339 36,666 N/A N/A 677 N/A 16.2
2018 10,301 1,228 12,887 12,054 36,661 N/A N/A 719 N/A 15.8
2019 10,211 1,220 12,298 11,486 36,115 N/A N/A 710 N/A 14.8
2020 9,412 1,001 11,394 10,634 33,862 N/A N/A 663 N/A 15.1
2021 9,655 1,124 11,305 10,528 34,263 N/A N/A 673 N/A 14.4
2022 9,952 1,155 11,222 10,424 34,773 N/A N/A 685 N/A 13.8
2023 10,102 1,170 11,077 10,269 34,962 N/A N/A 690 N/A 13.3
2024 10,182 1,178 10,928 10,115 34,999 N/A N/A 692 N/A 12.9
2025 10,228 1,182 10,777 9,960 34,953 N/A N/A 692 N/A 12.4
2026 10,253 1,184 10,626 9,809 34,861 N/A N/A 690 N/A 12.1

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Percentage of

smokers (%)
2012 4.02 3.00 -2.20 -1.70 -0.24 N/A N/A 7.89 N/A 2.01
2013 5.65 -0.46 0.99 1.20 -1.96 N/A N/A -8.04 N/A -4.93
2014 0.77 1.22 0.96 1.13 1.59 N/A N/A 0.40 N/A -6.22
2015 3.02 1.41 -1.52 -1.28 -2.43 N/A N/A -0.18 N/A -2.21
2016 3.67 1.95 -4.00 -3.98 0.55 N/A N/A 2.95 N/A -4.52
2017 -0.87 1.44 -2.46 -2.35 0.95 N/A N/A 6.31 N/A -4.15
2018 0.64 4.76 -2.22 -2.31 -0.02 N/A N/A 6.29 N/A -2.47
2019 -0.89 -0.68 -4.58 -4.72 -1.49 N/A N/A -1.37 N/A -6.33
2020 -7.82 -17.9 -7.36 -7.42 -6.24 N/A N/A -6.56 N/A 1.91
2021 2.57 12.3 -0.79 -1.00 1.18 N/A N/A 1.46 N/A -4.83
2022 3.07 2.76 -0.74 -0.99 1.48 N/A N/A 1.79 N/A -4.01
2023 1.50 1.28 -1.30 -1.49 0.54 N/A N/A 0.74 N/A -3.56
2024 0.79 0.62 -1.35 -1.50 0.10 N/A N/A 0.23 N/A -3.31
2025 0.45 0.34 -1.39 -1.54 -0.14 N/A N/A -0.02 N/A -3.16
2026 0.24 0.16 -1.41 -1.52 -0.27 N/A N/A -0.16 N/A -3.06

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 12.2 N/A N/A 244 7.39 2.65 18,050
2013 11.5 N/A N/A 263 6.43 2.57 16,932
2014 11.6 N/A N/A 261 6.41 2.59 16,734
2015 11.4 N/A N/A 276 6.21 2.57 17,120
2016 11.2 N/A N/A 284 6.17 2.69 17,528
2017 11.5 N/A N/A 279 6.61 2.78 18,459
2018 11.9 N/A N/A 281 6.98 2.84 19,623
2019 11.9 N/A N/A 283 6.95 2.94 19,648
2020 10.6 N/A N/A 278 7.05 2.97 19,582
2021 11.6 N/A N/A 282 6.97 3.03 19,636
2022 11.6 N/A N/A 286 6.88 3.10 19,696
2023 11.6 N/A N/A 289 6.83 3.16 19,736
2024 11.6 N/A N/A 291 6.79 3.20 19,761
2025 11.6 N/A N/A 293 6.76 3.24 19,784
2026 11.5 N/A N/A 294 6.73 3.28 19,804

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Convenience Store Associations of Canada
http://www.conveniencestores.ca

National Association of Convenience Stores
http://www.convenience.org

Statistics Canada
http://www.statcan.ca

Industry Jargon MOM-AND-POP STORE
A business that is owned and operated in a single location with few or no employees other than the owner or
owners.

POINT OF SALE (POS)
A system used at checkout in retail stores using computers and cash registers to capture transaction data at the
time and place of sale.

SAQ
The Societe dee alcool du Quebec, or a government-run liquor shop in Quebec.

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

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

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

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

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

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

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

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

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

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.
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INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

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

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

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

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

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

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

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

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