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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:

· Revenue for the Beer, Wine and Liquor Stores industry in Canada increase in 2020 despite to the COVID-19
(coronavirus) pandemic. In fact, the industry has benefited overall from restaurants and bars closing due to the
pandemic. For more detail, please see the Current Performance chapter.

· Some of the industry's demand determinants changed in 2020 due to the coronavirus pandemic affecting various
businesses ability to operate. For more detail, please see the Demand Determinants chapter.

· Industry profit is projected to decrease over the five years to 2021, but remain high overall. For more detail, please
see the Cost Structure Benchmarks 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 The Beer, Wine and Liquor Stores industry in Canada includes stores and agencies that are primarily licensed to sell

alcoholic beverages for off-premises consumption. The industry excludes wholesalers and grocery, convenience
and gas station stores.

Major Players Liquor Control Board of Ontario

BC Liquor Distribution Branch

SAQ

Main Activities The primary activities of this industry are:

Retailing beer

Retailing wine

Retailing liquor

The major products and services in this industry are:

Liquor

Wine

Beer

Ciders, coolers and other products
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Supply Chain

SIMILAR INDUSTRIES

Soda Production in Canada Breweries in Canada Distilleries in Canada Convenience Stores in Canada

Bars & Nightclubs in Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Beer, Wine & Liquor Stores in the
US

Online Beer, Wine & Liquor Sales Liquor Retailing in Australia Supermarkets in China

Off-Licences in the UK Online Alcohol Retailing in the UK Liquor Retailing in New Zealand  
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Industry at a Glance
Key Statistics

$23.4bn
Revenue

Annual Growth

2016–2021

0.6%

Annual Growth

2021–2026

0.1%

Annual Growth

2016–2026

 

$6.5bn
Profit

Annual Growth

2016–2021

0.3%

  Annual Growth

2016–2021

 

28.0%
Profit Margin

Annual Growth

2016–2021

-0.5pp

  Annual Growth

2016–2021

 

1,668
Businesses

Annual Growth

2016–2021

-0.2%

Annual Growth

2021–2026

0.2%

Annual Growth

2016–2026

 

49,678
Employment

Annual Growth

2016–2021

2.4%

Annual Growth

2021–2026

0.4%

Annual Growth

2016–2026

 

$1.8bn
Wages

Annual Growth

2016–2021

3.5%

Annual Growth

2021–2026

0.4%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

2.3%
Per capita disposable income

0.4%
Total health expenditure

-0.7%
Per capita alcohol consumption

0.6%
Number of adults aged 20 to 64

 
Industry Structure

POSITIVE IMPACT

  Revenue Volatility
Low   Technology Change

Low

  Barriers to Entry
High / Increasing   Industry Globalization

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Concentration
Medium

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Regulation & Policy

Heavy / Decreasing

  Competition
High / Increasing

 

Key Trends

 Alcohol retailers have been able to compete with restaurants
and bars by setting relatively low prices

 Changes to Ontario's long-standing alcohol regulation laws
has promoted growth

 Due to the industry's growth, employment is anticipated to
increase

 New regulations may threaten industry revenue moving
forward

 Per capita alcohol consumption is expected to shrink over
the next five years

 Larger operators are expected to boost in-store marketing
activities

 Regulations on industry operators have shrunk, prompting
more options for consumers



Beer, Wine & Liquor Stores in Canada November 2021

8 IBISWorld.com

Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  Low Volatility

  Low Imports

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Capital Requirements

   

OPPORTUNITIES

  Total health expenditure

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Low Performance Drivers

  Per capita disposable income



Beer, Wine & Liquor Stores in Canada November 2021

9 IBISWorld.com

Executive Summary Empty bottles: Large alcohol retailers are expected to experience
increased external competition

The Beer, Wine and Liquor Stores industry in Canada comprises specialty shops specifically licensed to sell
alcoholic beverages for off-premise consumption. Operators have remained in high spirits over the five years to
2021, as disposable income increased during the period, which has supported consumers' preference for premium
alcohol and facilitated revenue growth. Overall, industry revenue is forecast to increase an annualized 0.6% to $23.4
billion over the five years to 2021. Industry revenue is expected to grow 0.9% in 2021 alone due an increase in per
capita alcohol consumption over the year. The COVID-19 (coronavirus) pandemic has also aided revenue, as closed
bars and restaurants aimed at limiting the spread of the virus have forced Canadians to purchase more alcohol in
industry establishments. Despite this, industry profit, measured as earnings before interest and taxes, is expected to
shrink slightly, accounting for 28.0% of revenue in 2021, though this is only a slight decrease and profit is expected
to remain extremely high.

Many province- and territory-run alcoholic beverage retailers dominate the industry, benefiting from regulatory
hurdles that have limited small, niche retailers from entering the market. Stringent alcohol labelling requirements and
interprovincial alcohol distribution regulations have prevented many privately operated alcohol retailers from entering
the market. Additionally, each province and territory sets price floors that restaurants, bars, supermarkets and other
alcohol retailers must charge for alcohol. However, regulations on industry operators have shrunk during the period,
prompting more options for downstream consumers as grocery stores and other private retailers are permitted to sell
alcohol in some provinces, which has ultimately increased external competition.

Industry revenue is forecast to grow an annualized 0.1% to $23.5 billion over the five years to 2026, as growth in
both disposable income and the number of drinking-aged Canadians are anticipated to be stable, climbing only
slightly. However, a continued loosening regulatory environment will likely result in an increasingly competitive
industry landscape. As government qualifications for selling alcohol become less stringent, large alcohol retailers are
expected to experience increased external competition. Further, alternative alcohol providers are forecast to
increasingly sell to consumers, satisfying a growing portion of Canadian consumer demand for alcohol.
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Industry Performance

Key External
Drivers

Per capita disposable income

Higher per capita disposable income leads consumers to increase their purchases of discretionary goods, such as
premium alcoholic beverages. As per capita disposable income increases, more consumers will likely purchase
more expensive beer, wine and spirits from liquor stores, driving industry sales. Per capita disposable income is
expected to increase in 2021.

 

Number of adults aged 20 to 64

The age demographic of adults aged 20 to 64 accounts for a large portion of industry sales. Individuals aged 20 to
64 drive demand for beer, wine and liquor stores, as this demographic includes most of Canada's drinking aged
population. The number of adults aged 20 to 64 is expected to increase in 2021, representing a potential opportunity
for the industry.

 

Per capita alcohol consumption

As per capita alcohol consumption rises, beer, wine and liquor stores generate higher sales volumes due to strong
demand. However, as consumers shifted toward premium products, which are typically purchased in smaller
quantities, many retailers have contended with lower sales volumes. Per capita alcohol consumption is expected to
increase in 2021.

 

Total health expenditure

As total health expenditure increases, consumers become more health conscious and also begin to address their
health ailments. As more individuals become wary of the state of their health, demand for alcoholic beverages
declines, particularly from individuals curbing their alcohol consumption due to its interference with their medicines'
efficacy. Total health expenditure is expected to rise in 2021, posing a potential threat to the industry.
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Current
Performance

The Beer, Wine and Liquor Stores industry in Canada has exhibited slight
expansion over the five years to 2021.

Rising consumer spending, supported by increasing per capita disposable income, has enabled consumers to
switch from buying low-cost alcohol in bulk to purchasing high-quality, premium alcoholic beverages. However, while
the COVID-19 (coronavirus) pandemic caused consumer spending to fall as the Canadian economy reels from the
effects of the virus, it has had the opposite effect for liquor stores. As bars and restaurants were closed due to stay-
at-home orders, this left industry establishments as the primary place to purchase alcohol. This has enabled industry
revenue to continue growing, rising 0.9% in 2021 alone, since the industry tends to perform well during periods of
poor economic performance. Consumers simply switch to buying less expensive alcohol. To this end, industry
revenue is projected to increase an annualized 0.6% to $23.4 billion over the five years to 2021.

Additionally, a stringent regulatory framework has benefited large Canadian province- and territory-run alcohol
retailers to the detriment of smaller operators. For example, laws limiting interprovincial alcohol distribution, coupled
with regulations establishing minimum prices for alcohol, have prevented many retailers from entering the industry.
Profit, measured as earnings before interest and taxes, has declined slightly over the past five years, but is still
expected to account for 28.0% of revenue in 2021. Profit growth has partly been driven by the rise in market share
among large, government-run alcohol retailers that typically command higher than average profit and benefit from
low levels of external competition.

CRAFT BEER AND ALTERNATIVES

While many Canadians still prefer to drink craft beer as their alcoholic
beverage of choice, growing demand for fine wines and premium spirits
has driven revenue growth during the period; this trend is evident across
the country.

In 2017, the BC Liquor Distribution Branch experienced wine sales surpassing beer sales for the first time in history.
Similarly, wine sales in Ontario increased 2.9% in 2017, according to the Liquor Control Board of Ontario (LCBO). In
Quebec, wine sales generated 75.4% of revenue for the Societe des alcools du Quebec (SAQ) in 2021. In addition,
rising per capita disposable income during the period has stimulated alcohol retail sales at restaurants and bars,
though this trend has been offset slightly by time-strapped consumers increasingly choosing to purchase alcohol for
at-home consumption. Furthermore, alcohol retailers have been able to compete with restaurants and bars by
setting relatively low prices, although minimum alcohol prices remain in place for retailers, bars and restaurants. The
slight uptick in alcohol prices by retailers may be attributable to the craft beer trend, which has increased the
average cost of purchasing beer during the period. Nonetheless, retail prices are kept relatively stable due to the
ability of large-scale, government-run alcohol retailers to secure low-cost alcohol in bulk directly from various
wineries, distilleries and breweries.
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REGULATORY ENVIRONMENT

The regulatory environment has constrained the emergence of large
private alcohol retailers due to stringent regulations that limit or prevent
interprovincial transport of alcohol.

Certain provinces and territories, such as Alberta, have fully privatized liquor stores, whereas British Columbia has
both private and government-owned alcohol retailers. In provinces or territories with government-run liquor stores,
liquor boards typically have monopolies over alcohol retail sales within their province or territory. Varying alcohol
distribution regulations by province or territory prevents large-scale chain alcohol retailers from entering the industry.
However, numerous regulatory changes that has occurred in recent years has supported revenue growth.

For example, changes to Ontario's long-standing alcohol regulation laws has promoted growth. Most notably, prior to
the period, the Alcohol and Gaming Commission of Ontario (AGCO) authorized up to 450 grocery stores to sell
some combination of beer, cider and wine in 2015, which has increased downstream demand for industry products
over the past five years. Previously, only government-run establishments were permitted to sell alcohol. As
authorized stores must purchase their alcohol for resale directly from the LCBO, these regulations boosted revenue.
Furthermore, in 2018, the Ontario government extended the operating hours of its government-run liquor stores and
beer stores following the nationwide legalization of marijuana in 2018.

While the industry's regulatory environment has constrained the emergence of large private alcohol retailers due to
laws that limit or prevent interprovincial transport of alcohol, the legalization of marijuana in 2018 resulted in some
provinces making changes to their liquor laws. Furthermore, in 2018, Quebec's National Assembly passed Bill 170,
which permits consumers to drink alcohol in a restaurant without ordering a meal, drink in hotel lobbies and other
common areas, and also permits restaurants to deliver alcohol.

EMPLOYMENT AND ENTERPRISES

Many province- and territory-run liquor controls granted licences to local,
niche alcohol retailers in Canadian provinces and territories permitting
private alcohol retailing over the five years to 2021.

New operations have sprung up in British Columbia, Ontario and Alberta, where private retailers are permitted to
own and operate alcohol retail stores. Furthermore, provinces with stricter regulations have also granted licences to
expand alcohol distribution. Despite this, however, the number of industry enterprises is expected to decrease,
falling an annualized 0.2% to 1,668 companies over the five years to 2021.

Liquor stores in Alberta are privatized, providing the ideal regulatory framework for small retailers to enter the
industry. Comparatively, British Columbia permits both government-run and private liquor stores to retail industry
products. Due to the industry's growth, employment is anticipated to increase an annualized 2.4% to 49,678 workers
over the five years to 2021. Many government-run alcohol retailers have taken on a larger workforce during the
period to educate consumers about locally sourced alcohol and advocated for low-risk drinking habits. Additionally,
industry operators have increasingly provided ongoing training to employees in response to consumer demand for
alcohol pairing expertise and rising interest in gastronomy. The SAQ provides classroom activities, online courses
and lecture tastings to employees.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable

income
($)

2012 20,406 7,856 4,253 1,388 39,658 N/A N/A 1,457 N/A 28,883
2013 20,630 7,769 4,595 1,480 41,192 N/A N/A 1,463 N/A 29,342
2014 21,120 7,861 4,643 1,570 42,625 N/A N/A 1,437 N/A 29,430
2015 22,004 8,098 4,719 1,635 43,692 N/A N/A 1,496 N/A 30,157
2016 22,659 8,281 4,793 1,685 44,050 N/A N/A 1,536 N/A 29,673
2017 22,211 7,987 4,453 1,673 45,241 N/A N/A 1,580 N/A 30,400
2018 22,460 8,050 4,550 1,666 48,642 N/A N/A 1,705 N/A 30,440
2019 22,877 8,203 4,580 1,655 50,113 N/A N/A 1,778 N/A 30,628
2020 23,176 9,039 4,662 1,645 49,078 N/A N/A 1,800 N/A 32,862
2021 23,377 8,655 4,706 1,668 49,678 N/A N/A 1,821 N/A 33,299
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Industry Outlook
Outlook The Beer, Wine and Liquor Stores industry in Canada is expected to

experience continued, albeit slower, revenue growth.

Consumer demand for alcohol will likely grow, as per capita disposable income is expected to climb an annualized
0.2% over the five years to 2026. This comes despite per capita alcohol consumption anticipated to fall an
annualized 0.1% during the same period, though consumers will likely demand higher-margin products. Additionally,
provinces and territories will likely continue to reexamine their alcohol policies, which may permit bars and
restaurants to offer alcohol during longer operational hours and enable grocery stores to include alcohol in their
product portfolios. While fewer regulations may enable small, niche alcoholic retailers to enter the industry, it will
also likely lead to intensified external competition from alternative alcohol retailers, such as grocery stores.
Consequently, industry revenue is forecast to grow at a decelerated annualized rate of 0.1% to $23.5 billion over the
five years to 2026, as bars and restaurants reopen at the close of the COVID-19 (coronavirus) pandemic. Moreover,
as a result of rising competitive pressures, industry profit is expected to decrease slightly as a share of industry
revenue.

SHIFTING REGULATORY ENVIRONMENT

A less stringent regulatory environment will likely heighten competition
for beer, wine and liquor store operators over the next five years.

For example, in 2018, Quebec's National Assembly passed Bill 170, which legalized the selling and consumption of
alcohol in numerous new ways. The new bill permits consumers to drink alcohol in a restaurant without ordering a
meal, while also permitting alcohol in common areas, including hotel lobbies. Additionally, the bill expanded the
hours in which grocery stores can sell alcohol and permits restaurants to deliver alcohol, with a permit. These new
regulations may threaten industry revenue, namely Quebec's Societe des alcools du Quebec (SAQ). However,
government-run alcohol retailers will likely remain a part of the industry landscape due to the amount of revenue
from alcohol sales that ends up in public coffers, which is invested in alcohol-related healthcare expenditure and
raising public awareness about responsible drinking.

Additionally, many alcohol retailers, including government-run liquor boards, will likely contend with competition from
alternative retailers of alcoholic beverages. For example, the Liquor Control Board of Ontario (LCBO) experiences
mounting competition from the privately owned and operated Beer Store network, retail winery stores and centres
where consumers can brew their own beer or wine. Most notably, the Alberta government has stated plans to
introduce amended legislation to the Alberta Gaming and Liquor and Cannabis Act (AGLC) that will permit Albertans
to brew their own beer and wine in you-brew outlets.

Furthermore, the Alberta government has stated plans to reexamine its policy that prevents grocery stores from
including alcohol in their product portfolios. While these policies will not likely pose a significant threat to large,
government-run alcohol retailers, which derive additional revenue streams from selling licences to supermarkets,
this trend will likely intensify competition for local alcohol retailers.

CONSUMER PREFERENCES

Per capita alcohol consumption is expected to shrink over the next five
years, partially due to increased health awareness as consumers choose
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to limit their alcohol consumption in favour of less caloric and healthier
options.

Additionally, the 2018 legalization of cannabis in Canada will likely capture a portion of the anticipated increase in
per capita disposable income among Canadians. The consulting firm Deloitte Touche Tohmatsu Limited expects the
legalization of marijuana to cut into beer and alcohol sales across Canada.

According to Agriculture and Agri-Food Canada, more Canadians are purchasing locally sourced alcohol, a trend
that explains the proliferation of microbreweries across Canada. In response to changing consumer preferences for
wine, beer and liquor made in local wineries, breweries and distilleries, many private and government-run alcohol
retailers will likely implement promotional strategies for these items. Increased efforts to attract consumers may also
take the form of front-end displays that feature local alcohol varieties.

Furthermore, fewer individuals are purchasing alcoholic beverages in bulk, choosing instead to buy fine wines, craft
beers and premium spirits in smaller packaging. Ready-to-drink cocktails and innovative alcoholic beverages, such
as tea-infused alcohol, will likely fare well over the next five years, driving sales volumes for alcohol retailers.

EMPLOYMENT AND ENTERPRISES

Industry employment is anticipated to grow an annualized 0.4% to 50,746
individuals over the five years to 2026.

Many government-run alcohol retailers will likely enlarge their workforce to provide consumers with expertise
pertaining to alcohol varieties. Additionally, larger operators are expected to boost in-store marketing activities and
hire well-versed personnel, both of which can better demonstrate the taste and specificities of various products. In
provinces and territories where supermarkets and grocery stores are permitted to sell alcohol, alcohol retailers will
likely establish a workforce to strengthen their customer service and differentiate themselves. Lastly, the number of
industry establishments is expected to increase an annualized 0.2% to 4,757 locations over the five years to 2026,
as a less stringent regulatory framework is expected to enable the proliferation of industry retail locations. Many
provinces and territories are anticipated to approach privatization or a dual privately operated and government-run
alcohol retail system.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income  ($)

2021 23,377 8,655 4,706 1,668 49,678 N/A N/A 1,821 N/A 33,299
2022 23,484 8,683 4,721 1,674 50,070 N/A N/A 1,834 N/A 32,696
2023 23,469 8,661 4,722 1,675 50,252 N/A N/A 1,839 N/A 32,758
2024 23,459 8,640 4,716 1,673 50,422 N/A N/A 1,844 N/A 32,884
2025 23,466 8,628 4,740 1,680 50,644 N/A N/A 1,850 N/A 33,215
2026 23,472 8,624 4,757 1,686 50,746 N/A N/A 1,853 N/A 33,602
2027 23,485 8,626 4,774 1,692 50,818 N/A N/A 1,856 N/A 34,063
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry services are wholeheartedly accepted

There is a lack of significant innovation in the industry

The industry displays a moderate degree of consolidation

The Beer, Wine and Liquor Stores industry in Canada is in the mature stage of its economic life cycle, which can be
attributed to stagnant per capita alcohol consumption in Canada. Industry value added (IVA), which measures an
industry's contribution to the overall economy, is expected to grow an annualized 0.4% over the 10 years to 2026.
Comparatively, Canadian GDP is anticipated to grow an annualized 1.9% during the same period. IVA growth that is
more or less in line with GDP growth is one of the most salient indicators of a mature industry. However, a lack of
significant innovation and new product development has resulted in the standardization of industry operators'
product portfolios. This, and other factors, indicate the industry's maturity, despite a low IVA.

Furthermore, small and local alcohol retailers, which have appealed to a niche of local clientele, have contended
with elevated competition from government-run alcohol retailers, licence fees and established minimum alcohol
pricing regulations. While a less stringent regulatory environment will likely enable more alcohol retailers to enter the
market over the five years to 2026, attributable to privatization and dual private and government-run alcohol
retailers, this trend will likely be offset by rising competition from grocery stores. In addition, government-run alcohol
retailers are expected to route their earnings toward government spending on public health campaigns that generate
awareness about safe drinking habits, which will likely constrain demand for alcohol.

Despite this, industry services are widely accepted. As liquor stores are the primary way to purchase alcohol,
especially spirits, for home and personal use, these establishments have a reliable source of revenue and
experience a high degree of acceptance, as there are few legal ways to secure hard alcohol without going to an
industry establishment.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Bars & Nightclubs in Canada

Car Wash & Auto Detailing in Canada

Hotels & Motels in Canada

Key Selling Industries
1st Tier

Beer, Wine & Spirits Wholesaling in Canada

2nd Tier

Breweries in Canada

Distilleries in Canada

Products & Services

  The Beer, Wine and Liquor Stores industry in Canada exhibited a fairly
high degree of stability over the five years to 2021.

Growing consumer preferences for craft spirits and beer, which command a price premium, in addition to increased
wine consumption, supported industry growth during the period. Additionally, alcohol consumption has remained
steady among the Canadian population. A 2017 report from the World Health Organization stated that Canadians
aged 15 and older drank 10.0 litres of alcohol per capita in 2016, which is 3.6 more litres than the world average
(latest data available). The industry has also historically exhibited a high degree of stability during economic
downturns, with this trend continuing in 2020 due to the COVID-19 (coronavirus) pandemic. During sluggish
economic periods, many consumers often switch purchases of alcohol at bars and restaurants toward purchases of
alcohol at the industry's retail locations.

Nevertheless, an increasing number of health-conscious consumers in Canada, coupled with the establishment of
minimum prices for alcohol beverages in many provinces, has constrained alcohol consumption during the period. In
2018, the Canadian federal government implemented an automatic escalator tax of 1.5% on beer and wine. The
excise tax, which is a fixed amount per litre, will automatically adjust to match inflation each year.

Despite this, industry revenue has increased as consumers have increasingly sought high-quality beer, wine and
liquor. Although more individuals chose to drink beer, consumption of wine and liquor is slowly becoming more
popular, causing beer's proportion of overall industry revenue to suffer during the five-year period nevertheless.
Given the country's aging population, an increase in the number of consumers of legal drinking age has further
influenced industry revenue growth during the period.

BEER

Beer is anticipated to comprise the largest share of industry revenue in
2021, at an estimated 38.1%.

This product segment has declined as a share of revenue over the past five years as more beer, wine and liquor
stores derived revenue from wine and liquor sales. While Canada's craft beer scene has experienced tremendous
growth over the past several years, many health-conscious consumers are drinking beer in lower volumes to limit
their caloric intakes. In response to this trend, industry operators are increasingly featuring low-calorie beers and
locally brewed, artisanal beers to stimulate beer sales.

WINE



Beer, Wine & Liquor Stores in Canada November 2021

18 IBISWorld.com

Wine is expected to account for 32.1% of industry revenue in 2021.

Wine as a portion of industry revenue has grown slightly over the past five years. Red wine is the most popular,
followed by white wines and rose wines. The rise in popularity of wine tastings, coupled with growing consumer
interest in gastronomy and wine and food pairings, has supported demand for wines. Wineries have hence pushed
forward with marketing and social media campaigns.

These factors drove wine sales in stores as consumers sought out specific types of wine and aspired to educate
themselves about varieties. As more individuals value food and wine pairings, coupled with the emergence of more
amateur wine connoisseurs and hobbyists, demand for this product segment will likely increase.

LIQUOR

Liquor is expected to account for 24.5% of industry revenue in 2021.

Liquor includes all distilled beverages, from clear spirits, such as vodka and gin, to alternatives such as rum, scotch,
cognac and other liquors. Liquor sales have expanded slightly as a share of industry revenue over the past five
years. As cocktails become increasingly popular, this product segment will likely exhibit growth over the five years to
2026.

CIDERS, COOLERS AND OTHER PRODUCTS

Ciders, coolers and other products are expected to account for 5.3% of
industry revenue in 2021.

Many beer, wine and liquor stores sell tobacco, which includes cigarettes, cigars, pipe tobacco and accessories
such as lighters and cigar cutters. Additional products include decanters, soft drinks and food items. This product
segment is expected to grow over the next five years, as recovering consumer discretionary spending enables more
consumers to spend on impulse purchases.

Demand
Determinants

Demand for the Canadian Beer, Wine and Liquor Stores industry depends
on consumer interest and preference for alcoholic beverage consumption.

Demand for alcohol can vary slightly between purchases of alcohol at industry retailers and purchases of alcohol at
restaurants, bars and other on-premise drinking establishments. The industry is generally resistant to changes in the
economic cycle, although fluctuations in the Canadian economy will somewhat shift consumer preferences. For
example, although a poor economy may hamper consumers' disposable income, many consumers will likely still
purchase low-cost and high-value alcohol for at-home use. This is likely to be the case in 2020 considering the
COVID-19 (coronavirus) pandemic. The industry was also aided by the closure of bars and restaurants, which
limited the number of locations that consumers could purchase alcohol, as dine-in service was closed for several
months in 2020. This drove Canadians to liquor stores, increasing demand.

As economic conditions improve over the five years to 2026, more consumers will likely demand high-cost and
specialized industry products. While larger discretionary income will enable more consumers to purchase alcohol for
on-premise consumption at bars and restaurants, this trend will be offset by more individuals being interested in food
and wine pairings and ready-to-mix cocktails for at-home consumption. High product differentiation within the
industry enables stores to offer a wide variety of products at a broad range of price points, which means that price is
not a main demand determinant. For example, many consumers will adjust their budgets or switch to low-cost
brands rather than eliminate their alcohol expenditures in response to high alcohol prices.

Population demographics also influence demand for beer, wine and liquor stores. In line with an aging Canadian
population, the number of Canadian adults aged between 20 and 64 has an annualized 0.6% over the five years to
2021. This trend increases the portion of the population that is of legal drinking age, consequently expanding the
industry's consumer base and contributing to rising liquor store sales.
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Major Markets

  While younger consumers, such as individuals aged 19 to 30, are more
likely to consume less costly alcohol on a daily basis, thereby bolstering
revenue for the Canadian Beer, Wine and Liquor Stores industry, older
demographics typically purchase premium beer, wine and liquor.

  As Canadians age, they are less likely to drink alcohol on a daily basis, which can be attributed to health
consciousness and the potential for alcohol to interfere with medicinal efficacy. However, due to older individuals,
such as consumers aged 51 and older, demonstrating a strong preference for high-margin alcohol, this market
segment comprises the largest share of industry revenue. Moreover, as the Canadian population ages, this
segment's share of revenue is expected to increase in turn. As the Canadian population increasingly diversifies over
the five years to 2026, many beer, wine and liquor stores will likely cater to varying customer preferences with mixed
product portfolios that include alcohol in a multitude of flavours and blends. These segments are unlikely to
drastically change amid the COVID-19 (coronavirus) pandemic, as all Canadians, regardless of age, were affected
by the stay-at-home order and had options to order alcohol online and have a touch-free experience.

CONSUMERS AGED 19 TO 30

Consumers aged 19 to 30 are expected to account for 20.5% of industry
revenue in 2021.

Individuals in this age demographic are most likely, compared with other age demographics, to purchase beer, wine
and liquor. Demand for alcoholic beverages from this market segment will likely grow over the next five years, as
millennials are expected to account for more than 40.0% of working-aged Canadians by 2025. Individuals in this age
demographic, which includes a bulk of the Canadian college population, are also more likely to drink heavily.
According to the latest data available from Statistics Canada, the highest proportion of heavy drinking for both sexes
was among those aged 18 to 34. While heavy drinking comes with serious health and social consequences, higher
levels of alcohol consumption among this demographic nevertheless supports industry revenue growth. As this
market segment comprises a large share of the overall Canadian population, beer, wine and liquor stores will likely
benefit due to increasing alcohol purchases from this demographic.

CONSUMERS AGED 31 TO 50

Consumers aged 31 to 50 are expected to make up 33.6% of industry
revenue in 2021.

Individuals aged 31 to 50 typically prefer to drink beer and wine over drinking liquor, though this age demographic
has slowly shifted toward purchasing liquor, particularly ready-to-drink cocktails. More individuals aged 31 to 50 are
likely to become interested in food and wine pairings over the five years to 2026. However, according to Statistics
Canada, this segment of the population has declined in recent years in accordance with the general population's
overall aging, thus reducing the segment's share of industry revenue over the past five years.

CONSUMERS AGED 51 AND OLDER

Individuals aged 51 and older are anticipated to comprise 45.9% of
revenue in 2021.
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Consumers in this age demographic prefer beer and wine to spirits. While this segment accounts for the largest
share of revenue, this trend can ultimately be attributed to the burgeoning baby boomer population. In particular, the
ages 51 to 70 demographic exhibited the fastest growth over the past five years, compared with the overall
Canadian population, according to data from Statistics Canada. Due to this trend, consumers aged 51 and older will
likely drive alcohol retail sales over the next five years, particularly for premium alcohol. Thus, this share has grown
as a share of revenue over the past five years.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Due to the nature of all retail industries, sales for the Canadian Beer, Wine and Liquor Stores industry are made
directly to end users. Therefore, the industry only services the domestic market and does not engage in international
trade.

Business
Locations

  The Beer, Wine and Liquor Stores industry in Canada is primarily concentrated in Alberta, which is expected to comprise 32.7% of
industry establishments in 2021, followed by Ontario (32.0%) and British Columbia (15.5%). Industry establishments typically
mirror the dispersion of alcohol wholesalers and distributors. While locating near alcohol wholesalers and distributors enables
beer, wine and liquor stores to purchase specialized alcoholic beverages, developing establishments in proximity to breweries,
wineries and distilleries is also vital. For example, distilleries provide alcoholic retailers with spirits and liquor.

Further, the regulatory environment for selling alcohol plays a role in the dispersion of alcohol retail establishments. For example,
in Quebec, which is home to an estimated 9.6% of industry establishments in 2021 and a comparatively higher percentage of the
population, corner stores and grocery stores are permitted to sell alcohol, which intensifies competition and deters new industry
entrants. However, some provinces, such as Alberta, let private retailers enter the market, which provides an ideal regulatory
framework for potential industry entrants. This is also why Alberta contains a high proportion of industry establishments relative to
the province's 11.7% share of the overall population in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Beer, Wine and Liquor Stores industry in Canada has a moderate level of market share concentration. The top
four industry operators are expected to collectively account for 62.5% of revenue in 2021. Furthermore, more than
half of employing industry establishments have a staff of fewer than 10 people. In Canada, liquor laws also vary by
province or territory. As a result, it is difficult for large alcohol retailers to develop alcohol retailing chains across the
country as a whole, keeping market share concentration moderate. Nevertheless, the emergence of large,
government-owned companies, which provide alcohol licences to retailers, have increasingly dominated alcohol
retail sales in certain provinces and territories. Less stringent regulations for the industry's alcohol retailers will likely
result in an increasing emphasis being placed on large retailing chains over the five years to 2026. Operators are
expected to strengthen their market shares by investing in specialized products to attract a market niche and
establishing a strong customer base through the implementation of various advertising and marketing initiatives.
Additionally, the sustained operations of large players will likely intensify competition among industry operators,
specifically the competition that occurs between larger operators and smaller, family-owned establishments. This is
because large alcohol retailers will likely be able to secure favourable supply-side contracts and negotiate
competitive prices with wineries, distilleries and breweries.

Key Success
Factors

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

Close monitoring of competition:
Industry players must loosely monitor other alcohol retailers in their region to ensure that their prices and offerings
reflect demand.

Use of high volume/low margin strategy:
Despite high industry profit, operators must ensure they offer an appropriate mix of high turnover products and
products with greater profit.

Ability to control stock on hand:
Due to the large investment in stock required, it is important for industry operators to regularly monitor stock and
individual product levels to maintain positive cash flow.

Proximity to key suppliers:
Store owners must ensure that ongoing and reliable supplies are available from wholesalers to maintain stock levels
in line with demand, including on a seasonal basis.

Proximity to key markets:
To enhance success and generate interest in their stores, owners can host special events, wine tastings and offer
promotions. These tactics have proven to raise awareness and interest in existing and new products and improve
sales.

Attractive product presentation:
It is in a store owner's interest to set out their retail store display to tempt increasingly important impulse purchases
and improve average sales value per transaction.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 28.0% of revenue in 2021. As most industry
operators are run by the government, the industry is ultimately exposed
to a low level of external competition, which boosts profitability. While
some operators, namely family-owned stores that opt to reinvest
revenue back into the business in the form of purchases, experience a
lower profit margin, industry operators generally benefit from the high
demand for industry products coupled with the industry's low levels of
competition. Profit has decreased slightly from 28.5% of industry
revenue in 2016.

 

  Wages

Wages are anticipated to account for 7.8% of industry revenue in 2021.
Industry revenue growth and high profitability are expected to support
industry participation over the past five years. Accordingly, with the
number of operators projected to remain relatively steady during the
current period and the number of employees expected to increase at
during the same period, wages are expected to rise an annualized
3.5% to $1.8 billion over the five years to 2021. This is thus projected to
cause wages' share of industry revenue to increase from 6.8% of
revenue in 2016, as expenditure on wages is anticipated to outpace
overall revenue growth.
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  Purchases

Purchases, the largest cost for industry operators, are expected to
account for 57.2% of industry revenue in 2021, remaining relatively
stable during the period. Operators must offer a wide selection of
industry products or specialize in a certain type of beverage to remain
competitive. High taxation of alcoholic beverages, in addition to
operators needing to provide a large selection of alcoholic beverages,
therefore translates to high purchase costs for beer, wine and liquor
stores.

 

  Marketing

While larger stores are expected to engage in marketing campaigns,
marketing is anticipated to account for 0.4% of industry revenue in
2021, given that most stores operate locally and primarily rely on
convenience and word of mouth when it comes to attracting new
business as a result. Further, the low level of external competition
endemic to the industry discourages operators from implementing
expensive marketing campaigns.

 

  Depreciation

Due to the service-based nature of the industry, most stores use
virtually no equipment to receive, stock and sell alcoholic beverages to
consumers. Therefore, depreciation expenditures are low, accounting
for an estimated 1.2% of industry revenue in 2021. Additionally, most
industry products have a lengthy shelf life, meaning very little manual
labour is required to continuously restock shelves. Stock is replenished
on an as-needed basis.

 

  Rent

Rent costs are estimated to account for 1.8% of revenue in 2021.
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  Utilities

Expenditure on utilities is estimated to account for 0.4% of revenue in
2021.

 

  Other Costs

Other costs borne by industry operators include licensing, possible
fines and miscellaneous office expenses. Security is prominent
because of stringent regulations pertaining to underage alcohol
consumption and the high-margin value of some alcoholic beverages.
Despite a legal drinking age of 18, a 2016 Statistics Canada report
stated that 27.9% of Canadian youth aged between 12 and 17 reported
consuming an alcoholic beverage in the 12 months prior (latest data
available). Other costs are estimated to account for 3.1% of revenue in
2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Canadian Beer, Wine and Liquor Stores industry compete
on the basis of product differentiation, price, store location and service.

Product differentiation between stores can vary, attracting various consumer demographics. While some stores may
carry a range of liquors or wines, others may specialize in rare craft beers, such as locally made beer from nearby
breweries. Small stores can provide a selection that appeals to a more specific market niche by specializing in
certain products, such as whiskey or gin. Each store decides how often to cycle through its stock and industry
operators may differentiate their products by providing seasonally specific beer, wine and liquor. For example, pale
ales tend to be popular in the summer, whereas malty and hearty beers are favoured during winter months. While
seasonally specific products may appeal to certain consumers, some industry operators will appeal to consumers
that prefer a steady selection.

Industry operators also compete on the basis of price. Large industry players may have the leverage to negotiate
contracts with suppliers, enabling them to provide industry products with relatively lower costs. While the industry
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has few large industry players, over the next five years, the emergence of large-scale operations will cause alcohol
retailers to increasingly compete on the basis of price.

Additionally, location is very important for industry operators. A high-end liquor store in an upscale neighbourhood
will likely benefit from offering a selection of liquor, craft beer and fine wine. In contrast, establishments located
nearby large populations of young people, such as colleges and universities, will benefit from stocking low-cost
alcohol brands. While location is always important in attracting customers, new stores may be better able to
compete with established stores from a location that is more convenient for shoppers. As a result, industry operators
typically locate in areas of high foot traffic or near grocery stores. Service in beer, wine and liquor retail stores often
draws repeat customers, especially to smaller, family owned stores which have low employee turnover and develop
long-lasting relationships with local clients. Additionally, many stores hire specialists to advise customers on product
recommendations or how to pair industry products with food. Therefore, by offering the advice of specialists and
establishing clientele, beer, wine and liquor stores are better able to compete with stores outside of the industry.

EXTERNAL COMPETITION

Supermarkets, convenience stores and gas stations are increasingly
participating in the sale of alcohol.

Although many provinces or territories prohibit nonspecialty stores from selling beer, wine and liquor, these
regulations vary across Canada. While supermarkets and grocery stores represent a form of external competition in
some provinces, in others, authorized grocery stores must purchase their alcohol for sale from provincial
governments. Notably, in 2018, the Liquor Control Board of Ontario (LCBO) granted 360 grocery stores licences to
retail wine products. Nonspecialty stores usually provide a much narrower product range by mainly concentrating on
high-turnover beers, wines and spirits. They also compete on the basis of price and convenience. While these stores
raise competition from outside the industry, they are rarely able to provide the same service and selection as beer,
wine and liquor stores.

Barriers to
Entry

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

  The Beer, Wine and Liquor Stores industry in Canada is
characterized by high barriers to entry, which include
stringent provincial or territorial laws, high initial costs and
competition from government-run industry operators
which provide licences to alcohol retailers. Additionally,
provincial and territorial alcohol retail laws vary, making it
difficult for large-scale operators to emerge and cater to
consumers across Canada. For example, in Quebec,
corner stores and grocery stores can also sell alcohol,
which intensifies competition for alcohol retailers in the
region. Comparatively, in Ontario, mostalcohol products
can only be purchased from the Liquor Control Board of
Ontario (LCBO) or alcohol retailers that secure licences
with the LCBO, enabling the LCBO to control an
estimated 27.0% of industry revenue in 2021.

Furthermore, the cost of securing an alcohol licence
poses a barrier to entry. Most provinces and territories in
Canada mandate minimum retail prices for alcohol, with
some regions, such as Alberta being exempt from these
regulations. In Quebec, minimum price ranges based on
alcohol content. While establishing minimum prices
prevents large-scale operators from securing supply-side
contracts and lowering alcohol prices, it also prevents
potential industry entrants from marking down prices to
generate sales volumes. Other costs associated with
opening an alcohol retail establishment include obtaining
cash registers, labour costs and the initial cost of stocking
shelves with a variety of alcohol, leasing a stock room and
decorating.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Beer, Wine and Liquor Stores industry in Canada lacks any large-scale international operators. Industry
operator Alcanna Inc., formerly Liquor Stores NA Ltd., previously included the United States in its operations, but it
has divested its interests in the country. The largest operators are owned or controlled by provincial governments,
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limiting the industry's globalization.
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Major Companies

Major Players Liquor Control Board of Ontario

Market Share: 27.0%

  The Liquor Control Board of Ontario (LCBO), which is owned by the Ontario provincial government, is one of the
world's largest buyers and retailers of alcoholic beverages. The company employs more than 6,600 workers, has
five regional distribution centres and provides more than 13,600 unique brands to consumers. To protect
consumers, the LCBO conducts quality assurance testing, with more than 630,000 tests given annually to nearly
28,000 products, to ensure that all LCBO products comply with the Federal Food and Drugs Act and the Consumer
Packaging and Labelling Act. The LCBO operates in a shared marketplace along with other retailers of alcohol in
Ontario, including the Beer Store (TBS), Ontario winery retail stores, on-site brewery and distillery stores and duty-
free operators.

LCBO has expanded its retail presence across Ontario over the five years to 2021, with operations in Toronto,
Burlington, Kanata North, Brampton, Sudbury, Ottawa, Chatham, Kitchener, Sault Ste. Marie and Orangeville. The
company's product portfolio includes more than 31,000 spirit, wine and beer products for sale to downstream
consumers and licensed establishments. In fiscal 2020 (year-end March), the LCBO operated 669 retail stores,
supported 369 convenience outlets and supplied 439 grocery stores across Ontario (latest data available). The
LCBO estimates 1.1 billion litres of alcohol products were sold in Ontario in fiscal 2020 (latest data available).

In fiscal 2020, spirits accounted for the largest share of industry revenue at 40.1%, followed by wine (23.7%), beer
(22.9%) and vintages (9.4%). While the company derives a portion of revenue from providing licences to alcohol
retailers and duty-free stores, most of the LCBO's revenue is generated from retail sales, which accounts for 82.9%
of the company's total revenue. The LCBO's strategy includes a focus on its e-commerce platform, which currently
has more than 5,000 wine, beer, spirits and coolers online, as well as making public Wi-Fi available in all stores.
This aided the company amid the COVID-19 (coronavirus) pandemic as consumers could make purchases online
and pick them up, reducing the risk of spreading the virus while still protecting sales.

Financial performance
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The LCBO's Industry-relevant revenue is expected to grow an annualized 6.3% to $6.3 billion over the five years to
fiscal 2021. During the period, the Alcohol and Gaming Commission of Ontario (ACGO) permitted licensed grocery
stores to sell alcohol purchased directly from the LCBO, which boosted industry revenue and resulted in an influx of
new operators. In fact, according to the LCBO's fiscal 2018 annual report, the number of licensed alcohol retailers in
Ontario rose 24.0% between 2014 and 2018 (latest data available). Furthermore, the LCBO completed its first full
year of e-commerce sales in fiscal 2018, with the company extending the operating hours of liquor stores on
Sundays. This has served to boost profit in addition to revenue. The LCBO's industry-relevant operating profit,
measured as earnings before interest and taxes, is projected to expand an annualized 6.6% to $2.2 billion over the
five years to fiscal 2021.

 
Liquor Control Board of Ontario (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 4,653.5 N/C 1,634.4 N/C
2017-18 4,891.0 5.1 1,734.2 6.1
2018-19 5,023.0 2.7 1,805.1 4.1
2019-20 5,307.0 5.7 1,902.2 5.4
2020-21 5,958.4 12.3 2,128.6 11.9
2021-22 6,310.0 5.9 2,247.4 5.6

Source: Annual Report and IBISWorld
Note: *Estimates; **Year-end March

BC Liquor Distribution Branch

Market Share: 16.9%

  The BC Liquor Distribution Branch (BCLDB) is involved in the importation and distribution of alcoholic beverages in
British Columbia and the operation of liquor stores, retail chains and distribution centres, as well as the
administration of the Liquor Distribution Act. BCLDB operates three primary distribution centres with more than
4,800 employees. The BCLDB'S Industry-relevant operations include 198 government-owned and operated liquor
stores that sell alcohol to retail and wholesale customers, in addition to more than 600 licensed retail stores and 200
rural agency stores.

While the company derives its revenue from granting licences to pubs, bars and restaurants, THE BCLDB's industry-
relevant revenue includes liquor stores and licensed retail stores in British Columbia. In fiscal 2016 (year-end
March), wine sales exceeded beer sales for the first time, driven by continued growth in the British Columbia wine
industry. In addition to retailing both wine and beer, the company also sells spirits and refreshment beverages and
gains additional revenue from granting licences to alcohol retailers in British Columbia. These licences are then
used to fund governmentally provided services, such as healthcare and education. Lastly, THE BCLDB is currently
in the process of implementing a modern warehouse management system at its warehouse facility to create
efficiencies and improve wholesale customer satisfaction. Furthermore, alcohol awareness campaigns continue to
be a priority for the BCLDB.

Financial performance

The BCLDB has strategically relocated stores and opened new locations over the five years to fiscal 2021, while
also improving customer convenience and in-store retail presentation. The company generated increasing sales
volumes, driven primarily by rising demand for spirits and wines, which typically command higher price points
compared with beer. In fiscal 2018, rising consumer spending, combined with an expansion of beverage alcohol
retailing, resulted in the company's industry-relevant revenue rising 5.0% that year.

BCLDB's industry-relevant revenue is expected to increase an annualized 3.4% to $3.9 billion over the five years to
fiscal 2021. This is despite the COVID-19 (coronavirus) pandemic, as Canadians were forced to buy alcohol in
stores, as bars and restaurants were closed to dine-in service beginning in March 2020. Wine, beer and spirits are
anticipated to account for growing shares of revenue over the five years to 2026. In particular, the company is
expected to benefit from strong consumer demand for ready-to-mix and ready-to-serve cocktails, which will likely
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fare well as time-strapped consumers continue to favour cocktails. Lastly, the BCLDB's industry-relevant operating
profit has fared well over the past five years, reflecting the BCLDB's growth. The company's industry-relevant
operating profit, measured as earnings before interest and taxes, is projected to rise an annualized 2.0% to $1.2
billion over the five years to fiscal 2021.

 
BC Liquor Distribution Branch (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 3,331.5 5.5 1,083.2 N/C
2017-18 3,498.0 5.0 1,119.6 3.4
2018-19 3,575.6 2.2 1,098.5 -1.9
2019-20 3,705.5 3.6 1,068.0 -2.8
2020-21 3,807.4 2.7 1,069.0 0.1
2021-22 3,939.7 3.5 1,198.8 12.1

Source: Annual Report and IBISWorld
Note: *Estimates; **Year-end March

Societe des alcools du Quebec

Market Share: 15.9%

  The Societe des alcools du Quebec (SAQ) is a government-owned corporation that sells alcoholic beverages. The
company has 5,517 employees and operates a network of 409 stores in fiscal 2021 (year-end March, latest data
available). The agency also relies on the collaboration of 429 SAQ agency stores, which are grocery and
convenience stores that permit inhabitants of municipalities and towns located far from urban areas to purchase
industry products.

To streamline its supply-side contracts, the company secured favourable contracts with suppliers located in
Portugal, South Africa, France and the United Kingdom, which enabled SAQ to receive 1.5 million additional cases
of alcohol beverages in bulk rather than individually packaged. By improving inventory turnover, the company is
expected to lower costs as employees more frequently stock alcohol. SAQ derives 50.0% of total industry revenue
from 20 of its 50 largest suppliers, which demonstrates the importance of developing strong relationships with
suppliers. The SAQ has also benefited from an increase in online transactions over the five years to fiscal 2021. The
SAQ generated $96.9 million in online sales in fiscal 2021, which was nearly double the total in fiscal 2020. This is
likely due to the COVID-19 (coronavirus) pandemic, as many consumers were hesitant to shop in stores and desires
as touch-free of an experience as possible. The company's website also offers 15,000 products.

In fiscal 2021 (latest data available), the company generates 75.4% of total revenue from wine, followed by spirits
(16.1%) and beer (1.1%). To drive revenue growth, the company has continued to modify its product portfolio to best
align with constantly shifting consumer tastes and preferences. The SAQ has also increasingly invested in marketing
and promotional strategies. Furthermore, the SAQ aims to attract technologically savvy consumers with the
company's redesigned website and the SAQ Inspire, which is the company's new digital consumer platform.

Financial performance

The SAQ's industry-relevant revenue is anticipated to increase an annualized 3.6% to $3.7 billion over the five years
to fiscal 2021. The company has exhibited sustained growth over the past five years due to merchandising
strategies and promotional campaigns that have been aimed at increasing the company's contact with consumers.
Additionally, the company's website, which is compatible with smartphones and other devices, has driven revenue
growth by making it easier for consumers to browse company product offerings and customize their search based
on unique consumer tastes and preferences. In fiscal 2016, the company launched SAQ Inspire, a digital consumer
platform to further enhance consumer engagement and outreach. Through the platform, consumers create custom
profiles and receive personalized offers, and additional company communications advertising such as tasting
workshops, announcements of new arrivals, recipe ideas and invitations to new events. As a result of the company's
successful marketing techniques, the SAQ's industry-relevant operating profit, measured as earnings before interest
and taxes, is expected to rise an annualized 3.6% to $1.3 billion over the five years to 2021.
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Societe des alcools du Quebec (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 3,122.6 1.6 1,085.7 1.8
2017-18 3,251.7 4.1 1,113.7 2.6
2018-19 3,293.9 1.3 1,145.9 2.9
2019-20 3,488.7 5.9 1,255.5 9.6
2020-21 3,590.2 2.9 1,219.1 -2.9
2021-22 3,719.7 3.6 1,292.6 6.0

Source: Annual Report and IBISWorld
Note: *Estimates; **Year-end March

Other Companies Alcanna Inc.

  Market Share: 2.7%
  Alcanna Inc. (Alcanna), which was first incorporated in 2010 under the Canada Business Corporations Act, operates

more than 250 retail liquor stores across Alberta and British Columbia. Formerly known as Liquor Stores NA Ltd.,
the company changed its name in 2018 to reflect the expansion of its business into two divisions, which include the
sale of cannabis and alcohol. Alcanna also announced plans to open more than 30 cannabis stores in Canada
under the brand name Aurora following the legalization of cannabis. Alcanna's cannabis operations are not industry-
relevant and are instead included in the Cannabis Production industry in Canada (IBISWorld report 11141CA).

Alcanna operates under the brands Liquor Depot, Liquor Barn, Wine and Beyond and Wine Cellar. In particular, the
company operates most notably in Alberta because it is the only province in Canada to have a fully privatized retail
distribution system for alcoholic beverages. Alcanna previously operated in the United States, but closed its last
store in early 2020. As liquor stores have remained open during the COVID-19 (coronavirus) pandemic, Alcanna
experienced strong growth in 2020. IBISWorld expects that the company will generate $621.6 million in industry-
relevant revenue in 2021, representing a total market share of 2.7%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Beer, Wine and Liquor Stores industry in Canada is
expected to incur $0.15 in capital costs for every $1.00
spent on wages in 2021. The industry is typified by a
moderate to low level of capital intensity, which can be
attributed to the industry's being predominantly labour-
intensive. For example, workers are required to stock
shelves, with more skilled workers providing expertise
about alcoholic beverages, such as food and alcohol
pairings.

Moreover, the increasing prevalence of consumers with in-
depth knowledge of industry products necessitates a
workforce that is familiar with the plethora of tastes and
blends of industry products. Employees include managers,
accountants and cashiers. Some expertise with alcoholic
beverages is required for industry stores that offer product
demonstrations and wish to provide customers with
additional advice and service. These demonstrations,
however, are typically performed by various vendors and
representatives from distributors and beverage
manufacturers. Overall, the industry is highly service-based
and does not require significant investments in capital and
machinery to perform day-to-day functions. Additionally,
the industry's low depreciation rate, due to industry
operators' minimal use of machinery and maintenance of
relatively small stock rooms, is indicative of an industry that
requires a low level of capital investment.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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.

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.

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

Medium Market
Concentration

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

  The 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 creates a moderate level of entry barriers, which is coinciding with a high rate of new competitors
entering the industry. This high rate of entry creates a significant pool of potentially disruptive entities and the industry
structure does not significantly affect their growth potential.

Technological innovation has and is expected to continue affecting the Beer,
Wine and Liquor Stores industry in Canada.

The rise of e-commerce platforms has threatened foot traffic in many brick-and-mortar retail locations. For example,
companies enable downstream consumers to curate individualized collections of alcoholic beverages online for a
subscription fee; these companies then deliver their selections on a recurring basis. Such services have become an
increasingly competitive threat to industry operators in recent years. Nonetheless, the industry has benefitted from other
technological innovations at the same time, such as self-service machines that take normal bottled beer from a store and
enhance its flavor and texture to replicate beer from a tap. These devices compliment liquor stores by increasing consumer
propensity to buy beer for consumption at home.

The level of technology change is    Low

  Electronic stock control

Most operators in the Beer, Wine and Liquor Stores industry in Canada have
implemented electronic stock control, online ordering and computerized cash
registers.

This technology enables industry retailers to track inventory without manually assessing inventory levels in stock rooms and
on shelves and automatically replenish stock when it is low. Technologies such as electronic stock control enable operators
to lower their wage expenses by reducing the number of employees required to monitor inventory levels. Software
programs that can keep track of cash flow, profitability, staff and stock are also used.
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Point-of-sale software and security

Industry operators can also use point-of-sale (POS) software to monitor
inventory levels and automatically stock shelves.

Additionally, POS software also enables industry operators to automate their purchasing costs and provides industry
operators with a streamlined checkout process, lowering the number of employees required. This software also permits
industry products to be automatically priced based on list price, quantity breaks, customer discounts and markups on cost
or desired profit. POS software can also be used to implement marketing campaigns, as the software tracks customers and
includes detailed sales histories. Closed-circuit security cameras are commonly used to monitor sales and stock areas.
These can be integrated with an access control system and provide intercom and alarm boxes.

Internet sales of liquor

Although online liquor sales are prohibited in many provinces, various
exemptions have gradually been introduced.

For instance, consumers in Canada's two most populous provinces, Ontario and Quebec, are now permitted to buy
alcoholic beverages online. The Liquor Control Board of Ontario even offers next-day delivery for online orders and carries
more than 3,000 online-only products. As wines are becoming increasingly popular to purchase online, industry operators
are quickly expanding their business to include online sales. This will likely further be the case moving forward due to the
ongoing COVID-19 (coronavirus) pandemic in Canada.

Revenue
Volatility

The level of volatility is    Low

  The Beer, Wine and Liquor Stores industry in Canada has ultimately exhibited
a low level of revenue volatility over the five years to 2021, chiefly because the
range of products provided by industry operators prevents revenue from
varying as a result of changing consumer preferences.

In response to changes in consumer tastes, the industry often adjusts its product portfolio to meet market demand.

Industry revenue has grown as much as 3.0% in 2016 and has declined as much as 2.0% in 2017. Overall, the industry
does not experience drastic shifts regarding its sales volume, with revenue for the industry as a whole fluctuating an
average of only 2.0% year-over-year over the five years to 2021. Consumers often vary their tastes and may choose to
purchase low-cost alcoholic beverages during difficult economic periods, but industry operators typically experience very
low revenue volatility nonetheless. This is also anticipated to be the case in 2021 regarding the COVID-19 (coronavirus)
pandemic, as liquor stores continued to operate, even as bars and restaurants closed to dine-in services, limiting the
number of locations to purchase alcohol.
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Although per capita alcohol consumption is expected to decrease an annualized 0.7% over the five years to 2021, the
industry will likely continue to experience revenue growth over the five years to 2026. This trend can be attributed to more
individuals purchasing low-volume, high-quality alcoholic beverages rather than purchasing alcohol in bulk, though this has
changed in the short term due to the pandemic as many of the industry's downstream consumers chose to stock up on their
alcohol purchases before social distancing mandates went fully into effect. Moreover, many individuals will continue to
purchase wine for at-home consumption, bolstering industry revenue growth in the long run. For example, the growing trend
of at-home wine pairings will likely spur consumer wine purchases, which may lower the industry's revenue volatility over
the five years to 2021 and keep it low during the outlook period as well.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Decreasing

All of the alcoholic beverages sold by the Canadian Beer, Wine and Liquor
Stores industry must comply with regulations for packaging and labelling
according to both Canada's Food and Drugs Act and Regulations and
Consumer Packaging and Labelling Act and Regulations.

Moreover, in Quebec, alcoholic beverage labels must be written in both French and English. Furthermore, labelling
requirements include listing the country of origin, alcohol volume and ingredients, among other labelling regulations. For
alcoholic beverages that are imported into Canada, importers must contact the liquor board or commission in the specific
province or territory where the alcoholic beverage is to be sold and consumed. Alcohol advertising is controlled at both the
federal and provincial levels, with legislation limiting advertisements that include alcoholic beverages, among other
regulations. Retailers of alcoholic beverages obtain approval with Advertising Standards Canada to ensure their
advertisements meet federal and provincial regulations.

The Importation of Intoxicating Liquors Act grants all Canadian provinces and territories full control over the importation of
alcoholic beverages into their jurisdictions. In Prince Edward Island, under the Liquor Control Act, the Prince Edward Island
Liquor Control Commission is responsible for the licensing of all premises that sell and manufacture alcohol within the
province. In New Brunswick, the Liquor Control Act requires all alcohol retailers to obtain a liquor licence. Regulations in
Quebec permit the province to control all distribution rights, with the exception of light cider and beer bottled in Quebec. In
British Columbia, the Liquor Distribution Act grants the Liquor Distribution Branch (LDB) the sole right to purchase alcohol
from within British Columbia and from outside the province. The Liquor Control Board of Ontario (LCBO) maintains a quasi-
monopoly on alcoholic beverage sales in Ontario. The agency operates in a shared marketplace with The Beer Store,
Ontario winery retail stores and duty-free operators. Furthermore, the LCBO authorizes established retailers in smaller
Ontario communities to act as agents on its behalf and sell beverage alcohol products in conjunction with other goods. Net
income from LCBO sales goes to the province in the form of an annual dividend.

Industry establishments are also required to follow any guidance from local, provincial and federal governments regarding
the COVID-19 (coronavirus) pandemic. These regulations include, but are not limited to, capacity restrictions, face covering
requirements and limited prepared food sales, such as the temporary elimination of buffets. While these establishments are
essential and will not close due to the pandemic, individual stores could experience penalties if they do not follow any
restrictions put into force.

Industry
Assistance

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

There is no direct government assistance for the Beer, Wine and Liquor Stores
industry in Canada.

Nevertheless, all government-run alcohol retailers are associated with the Canadian Association of Liquor Jurisdictions
(CALJ). The CALJ meets with the federal government to discuss industry-related issues, including alcohol policy
regulations. The CALJ, in conjunction with liquor boards in Canada's 13 provinces and territories, works on liquor-related
issues, including social policy and alcoholic beverage taxation, among other issues.

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, and
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 at least October 23, 2021. It
has been proposed that this program continue until at least March 13, 2022.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income ($)

2012 20,406 7,856 4,253 1,388 39,658 N/A N/A 1,457 N/A 28,883
2013 20,630 7,769 4,595 1,480 41,192 N/A N/A 1,463 N/A 29,342
2014 21,120 7,861 4,643 1,570 42,625 N/A N/A 1,437 N/A 29,430
2015 22,004 8,098 4,719 1,635 43,692 N/A N/A 1,496 N/A 30,157
2016 22,659 8,281 4,793 1,685 44,050 N/A N/A 1,536 N/A 29,673
2017 22,211 7,987 4,453 1,673 45,241 N/A N/A 1,580 N/A 30,400
2018 22,460 8,050 4,550 1,666 48,642 N/A N/A 1,705 N/A 30,440
2019 22,877 8,203 4,580 1,655 50,113 N/A N/A 1,778 N/A 30,628
2020 23,176 9,039 4,662 1,645 49,078 N/A N/A 1,800 N/A 32,862
2021 23,377 8,655 4,706 1,668 49,678 N/A N/A 1,821 N/A 33,299
2022 23,484 8,683 4,721 1,674 50,070 N/A N/A 1,834 N/A 32,696
2023 23,469 8,661 4,722 1,675 50,252 N/A N/A 1,839 N/A 32,758
2024 23,459 8,640 4,716 1,673 50,422 N/A N/A 1,844 N/A 32,884
2025 23,466 8,628 4,740 1,680 50,644 N/A N/A 1,850 N/A 33,215
2026 23,472 8,624 4,757 1,686 50,746 N/A N/A 1,853 N/A 33,602

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2012 1.35 0.53 5.76 4.36 3.78 N/A N/A 3.53 N/A 1.50
2013 1.09 -1.12 8.04 6.62 3.86 N/A N/A 0.41 N/A 1.58
2014 2.37 1.19 1.04 6.08 3.47 N/A N/A -1.82 N/A 0.30
2015 4.18 3.01 1.63 4.14 2.50 N/A N/A 4.09 N/A 2.46
2016 2.97 2.25 1.56 3.05 0.81 N/A N/A 2.70 N/A -1.61
2017 -1.98 -3.56 -7.10 -0.72 2.70 N/A N/A 2.87 N/A 2.44
2018 1.11 0.79 2.17 -0.42 7.51 N/A N/A 7.88 N/A 0.13
2019 1.86 1.89 0.65 -0.67 3.02 N/A N/A 4.32 N/A 0.61
2020 1.30 10.2 1.79 -0.61 -2.07 N/A N/A 1.20 N/A 7.29
2021 0.86 -4.25 0.94 1.39 1.22 N/A N/A 1.15 N/A 1.32
2022 0.45 0.31 0.31 0.35 0.78 N/A N/A 0.72 N/A -1.81
2023 -0.07 -0.26 0.02 0.05 0.36 N/A N/A 0.27 N/A 0.18
2024 -0.05 -0.24 -0.13 -0.12 0.33 N/A N/A 0.26 N/A 0.38
2025 0.03 -0.14 0.50 0.41 0.44 N/A N/A 0.35 N/A 1.00
2026 0.02 -0.05 0.35 0.35 0.20 N/A N/A 0.16 N/A 1.16

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 38.5 N/A N/A 515 7.14 9.32 36,742
2013 37.7 N/A N/A 501 7.09 8.96 35,519
2014 37.2 N/A N/A 495 6.80 9.18 33,703
2015 36.8 N/A N/A 504 6.80 9.26 34,228
2016 36.5 N/A N/A 514 6.78 9.19 34,867
2017 36.0 N/A N/A 491 7.11 10.2 34,926
2018 35.8 N/A N/A 462 7.59 10.7 35,046
2019 35.9 N/A N/A 457 7.77 10.9 35,488
2020 39.0 N/A N/A 472 7.77 10.5 36,674
2021 37.0 N/A N/A 471 7.79 10.6 36,648
2022 37.0 N/A N/A 469 7.81 10.6 36,625
2023 36.9 N/A N/A 467 7.84 10.6 36,594
2024 36.8 N/A N/A 465 7.86 10.7 36,565
2025 36.8 N/A N/A 463 7.88 10.7 36,535
2026 36.7 N/A N/A 463 7.90 10.7 36,523

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Liquor Control Board of Ontario
http://www.lcbo.com

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

OFF-PREMISE
The purchase of liquor in packaged form (bottles, cans or casks) for consumption at home or anywhere other than
the location of purchase.

ON-PREMISE
The purchase of liquor for immediate consumption, typically at a bar or restaurant.

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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