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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 Gambling industry in Canada is expected to decline over the five years to 2021, mainly due to the
forced closures of industry establishments to help mitigate the spread of COVID-19 (coronavirus). For more detail,
please see the Current Performance chapter.

· The average industry profit margin is expected to decrease since most casinos were closed in 2020 and some are
likely to struggle to reopen in 2021. For more detail, please see the Cost Structure Benchmarks chapter.

· Demand from the industry's major markets is expected to fluctuate based on how much the coronavirus pandemic
affected each consumer market in terms of finances. For more detail, please see the Major Markets 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 Gambling industry in Canada provides short-term lodging in hotel facilities that have a casino on the premises.

The casino operations may include table-wagering games and other gambling activities, such as slot machines and
sports betting. These businesses may offer a range of services and amenities, such as food, beverages,
entertainment, valet parking, swimming pools and conference and convention facilities.

Major Players Ontario Lottery and Gaming Corp.

Loto-Qu‚bec

BCLC

Main Activities The primary activities of this industry are:

Operating casinos

Operating bingo parlors

Operating electronic gaming machines

Operating internet gaming sites

Operating lotteries

Operating charitable raffles

The major products and services in this industry are:

Casino table games

Electronic gaming machines

Lotteries

Horse racing

Other gaming
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Supply Chain

SIMILAR INDUSTRIES

Spectator Sports in Canada Amusement Parks & Arcades in
Canada

Golf Courses & Country Clubs in
Canada

Hotels & Motels in Canada

Full-Service Restaurants in
Canada

Bars & Nightclubs in Canada    

   

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Casinos & Online
Gambling

Global Sports Betting & Lotteries Lotteries & Native American
Casinos in the US

Horse and Sports Betting in
Australia

Gambling & Betting Activities in
the UK

Lotteries and Bookmaking
Operations in New Zealand

Gambling & Betting Activities in
Ireland

 

       



Gambling in Canada May 2021

7 IBISWorld.com

Industry at a Glance
Key Statistics

$12.5bn
Revenue

Annual Growth

2016–2021

-4.6%

Annual Growth

2021–2026

-0.3%

Annual Growth

2016–2026

 

$1.6bn
Profit

Annual Growth

2016–2021

-5.6%

  Annual Growth

2016–2021

 

12.9%
Profit Margin

Annual Growth

2016–2021

-0.7pp

  Annual Growth

2016–2021

 

727
Businesses

Annual Growth

2016–2021

-2.3%

Annual Growth

2021–2026

-1.2%

Annual Growth

2016–2026

 

37,074
Employment

Annual Growth

2016–2021

-1.9%

Annual Growth

2021–2026

-0.7%

Annual Growth

2016–2026

 

$1.6bn
Wages

Annual Growth

2016–2021

-2.5%

Annual Growth

2021–2026

-0.6%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.3%
Consumer spending

-0.2%
Consumer confidence index

1.3%
Canadian effective exchange rate
index

0.1%
Leisure time

-15.0%
Inbound international travel

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Steady   Industry Globalization

Low / Steady

MIXED IMPACT

  Revenue Volatility
Medium   Capital Intensity

Medium

  Industry Assistance
Medium / Steady   Technology Change

Medium

NEGATIVE IMPACT

  Life Cycle
Decline   Concentration

High

  Regulation & Policy
Heavy / Steady   Competition

High / Increasing

 

Key Trends

 Due to its unique regulatory structure, the industry is highly
concentrated

 Online gambling and gaming remain a legal and regulatory
grey area in many provinces

 Gambling establishments have become less dependent on
labour

 Consumers are expected to increasingly move away from
gambling and toward other forms of entertainment

 The online segment will likely boost the industry's chances
over the next five years

 The industry relies on consumer spending and consumer
confidence, which are likely to grow

 The industry is expected to benefit from a depreciating
loonie
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Low Imports

  Low Customer Class Concentration

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  Decline Life Cycle Stage

  Low Profit vs. Sector Average

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Low Performance Drivers

  Consumer spending
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Executive Summary Royally flushed: Operators will likely contend with competition from
alternative entertainment options

Revenue for the Canadian Gambling industry has declined over the five years to 2021 due to overall reduced
demand for gambling. Canada is not the only country experiencing a slowdown in gambling as spending on games
of chance has declined across the Western world over the past five years. A rising unemployment rate coupled with
growing prices for many essential products has left less money in the pockets of consumers. Furthermore, rising
competition from gambling establishments in the United States and online gambling businesses have also attributed
to falling revenue. However, the industry is expected to benefit from a depreciating loonie, which makes it relatively
inexpensive for tourists to gamble at casinos. Overall, industry revenue is expected to decrease at an annualized
rate of 4.6% to $12.5 billion over the five years to 2021, including a decline of 1.6% in 2021 alone. This decrease
may be attributed to the ongoing COVID-19 (coronavirus) pandemic. As the coronavirus pandemic continues to
cause a global slowdown and force operators to temporarily close facilities, operators are expected to experience a
greater decline in revenue and profit.

The Gambling industry in Canada is highly concentrated due to its unique regulatory structure, under which
provinces control the licensing, and in some cases, the operation of games of chance. All provinces participate in
national lottery schemes, but each has different standards relating to games of chance. For example, casinos in
Canada come in a range of regulatory forms and types such as commercial, charitable, government-owned and -
operated or owned by private companies under contract with provincial gaming authorities.

The industry's success over the five years to 2026 will likely depend on how well operators respond to changing
consumer demands and dynamic market conditions. Due to lost revenue from online gambling businesses, clearer
regulation regarding online gambling is expected from a provincial standpoint. However, operators are also expected
to contend with competition from alternative entertainment options, gambling websites that offer higher return-to-
player rates and a changing regulatory environment. Overall, industry revenue is anticipated to continue its decline
at an annualized rate of 0.3% to $12.3 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Consumer spending

Demand for gambling depends on the level of consumer spending, which is influenced by the labour market, taxes
and interest rates. When consumer spending declines, discretionary spending on activities such as gambling and
travel are among the first cuts. Consumer spending is expected to increase in 2021, representing a potential
opportunity for the industry.

 

Consumer confidence index

Changes in consumer sentiment directly influence individuals' expenditure on entertainment and gambling, making it
a key determinant of demand for the industry. The Consumer Confidence Index is expected to increase in 2021.

 

Inbound international travel

A small portion of gambling spending comes from foreign visitors, mostly from the United States. The industry is
sensitive to the number of international visitors to Canada, particularly in the premium player market. Inbound
international travel is expected to increase in 2021.

 

Canadian effective exchange rate index

The strength of the Canadian dollar, as measured by the Canadian effective exchange rate (CEER) index, has a
large bearing on the number of US visitors travelling to Canada to gamble. When the Canadian dollar appreciates,
fewer US residents will likely be tempted to cross the border to play games of chance, as they will likely be spending
more of their money. The CEER index is anticipated to increase in 2021.

 

Leisure time

Increased available consumer leisure time will likely encourage higher participation in gambling activities and
demand for industry services, since consumers have more time available to spend on recreational activities such as
gambling. Leisure time is expected to decrease in 2021, posing a potential threat to the industry.
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Current
Performance

The Gambling industry in Canada has been dealt a bad hand over the five
years to 2021, as consumers, especially younger demographics, have
shifted their discretionary spending from gambling and have gravitated
toward other leisure activities.

Per capita disposable income has increased over the past five years; however, rising competition from alternative
forms of entertainment, including interactive at-home entertainment such as video and smartphone games, have
constrained industry revenue. Competition from across the US border has also hurt gambling operators, as many
US states have permitted the development of new casinos to boost their struggling budgets. In addition, due to a
shift toward other leisure activities, industry profit has decreased over the five years to 2021. Industry profit,
measured as earnings before interest and taxes, is estimated to account for 12.9% of revenue in 2021, down from
13.6% in 2016.

The growth of online and mobile gaming has supported industry profit over the five years to 2021 as online platforms
require less purchase costs to operate. However, industry revenue is still expected to decrease, falling at an
annualized rate of 4.6% to $12.5 billion over the five years to 2021, including a decline of 1.6% in 2021 alone.
Although online gambling is an emerging segment for this industry, it is still not at the scale where operators can
make up lost revenue from their highest yielding operations. This decline in revenue can also be attributed to the
COVID-19 (coronavirus) pandemic. As this pandemic slows down the global economy, the industry has been forced
to shut down all casinos to fight the spread of the virus. The closure of casinos is expected to greatly affect revenue
streams for industry operators since consumers will not be able to enter casinos and spend money on the electronic
gaming machines (EGMs) and tables within the physical location. The only aspect of the industry that is permitted to
remain open is the online websites that enable consumers to gamble virtually in the comfort of their own home.

INDUSTRY STRUCTURE

Due to its unique regulatory structure, the Canadian Gambling industry is
highly concentrated.

Gambling is illegal in Canada except where it is permitted through provisions in the Criminal Code of Canada and
sanctioned under provincial authority. Each province differs in how it regulates gambling, and gaming organizations
take a range of regulatory forms and can be commercial, charitable, government-owned and -operated or owned by
private companies under contract with provincial gaming authorities. As a result of this strict regulation, provinces
control the number of industry establishments. Therefore, the number of industry establishments, which include
casinos, bars and lounges with electronic gaming machines, horse racing venues and lottery ticket outlets, is
expected to decrease at an annualized rate of 1.8% to 1,112 locations over the five years to 2021. This decline can
be attributed to the growth of offshore online gambling businesses and the declining popularity of some industry
services such as horse racing.
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ONLINE GAMBLING

Online gambling and gaming remain a legal and regulatory grey area in
many provinces.

Most websites offering casino and sports betting in Canada exist offshore beyond the provinces' jurisdictions. Over
the five years to 2021, multiple provinces have introduced new guidelines and programs in response to the rising
popularity of mobile and online gambling with mixed success. For example, Quebec's National Assembly introduced
Bill 74 in 2016 to filter illegal online gaming sites. However, the bill was declared unconstitutional in 2018 due to
concerns from Canada's federal telecommunications regulator. The bill marked the beginning of what has turned
into a larger conversation on how to monitor and regulate online gambling in Canada.

Across Canada, provinces have responded to the growing demand for more online gambling options. For example,
the Ontario Lottery and Gaming Corporation (OLG) launched the mobile app PlayOLG in 2015, and has made the
expansion of its internet gambling offerings a priority in recent years. Similarly, Loto-Quebec operates
Espacejeux.com and recorded an increase of 28.9% in online gambling revenue in 2020 compared with the previous
year (latest data available). The British Columbia Lottery Corporation (BCLC) operates PlayNow.com, and over the
past five years, the company increased the frequency in which new games were introduced.

Alternatively, other forms of gambling have decreased in popularity in recent years, such as horse racing. For
example, the OLG, the Ontario government and the horse racing industry reached a long-term funding agreement.
Starting in April 2019, the industry would receive up to $105.0 million each year for 19 years for racetrack operations
and purse support. The horse racecourses also have slot machines, so while horse racing betting has decreased in
popularity, slot machines at these courses are still significant revenue generators.

WAGES

Although wage costs vary significantly between industry operators due to
their significantly different structures, industry wages have decreased at
an annualized rate of 2.5% to $1.6 billion over the five years to 2021.

Gambling establishments have become less dependent on labour and more capital intensive overall, as electronic
gaming machines (EGMs) and other forms of electronic gambling have played a more prominent role in the
gambling landscape, relative to table games at casinos. EGMs have been gaining ground over table games for more
than a decade, as they are more profitable for operators. The computer technology of EGMs has grown rapidly,
creating better quality graphics and sounds and more interactive games. EGMs are now configurable by
downloading software with a new or unique game, eliminating the need to constantly bring in new machines. To
appeal to modern gamblers and younger consumers, the BCLC, Loto-Quebec and the Atlantic Lottery Corporation
have created authorized internet gaming sites. Legal gambling conducted online still represents only a small portion
of overall gambling in Canada. However, according to 2020 data from the Canadian Gaming Association, illegal
gambling is estimated to be worth more than $14.0 billion per year.



Gambling in Canada May 2021

13 IBISWorld.com

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Consumer
spending

($b)
2012 15,828 4,363 1,236 872 42,565 N/A N/A 1,807 N/A 1,024
2013 15,424 4,338 1,197 825 41,901 N/A N/A 1,831 N/A 1,051
2014 15,046 4,245 1,252 853 41,808 N/A N/A 1,754 N/A 1,078
2015 15,175 4,036 1,227 825 40,448 N/A N/A 1,713 N/A 1,103
2016 15,875 4,425 1,216 815 40,722 N/A N/A 1,758 N/A 1,126
2017 15,632 4,360 1,203 803 40,120 N/A N/A 1,721 N/A 1,167
2018 14,937 4,271 1,222 806 40,615 N/A N/A 1,715 N/A 1,197
2019 14,967 4,220 1,165 764 41,657 N/A N/A 1,764 N/A 1,217
2020 12,748 3,279 1,125 736 37,642 N/A N/A 1,576 N/A 1,143
2021 12,538 3,550 1,112 727 37,074 N/A N/A 1,552 N/A 1,199
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Industry Outlook
Outlook The Gambling industry in Canada is expected to continue its decline,

albeit at a slower rate, over the five years to 2026.

While continued participation in online gambling is expected to buoy industry revenue, a growing number of casino
operators will likely compete for a share of a falling gambling market. The Canadian economy is anticipated to
continue its expansion, and IBISWorld anticipates per capita disposable income to rise at an annualized rate of 0.6%
over the five years to 2026. Thus, consumers will likely have more discretionary income to spend on industry
operations. Furthermore, as online gambling grows in popularity, gambling will likely become a more convenient
entertainment option, especially for consumers in less populous provinces.

However, consumers are expected to increasingly move away from gambling and toward other forms of interactive
entertainment, such as live shows and concerts. The growing range and sophistication of entertainment activities
available at home is expected to further threaten casino operators that rely on their ability to lure consumers for a
weekend getaway or a night out. Growing competition from the United States will also likely threaten Canadian
casinos that rely on US visitors. The lottery segment is expected to continue to grow moderately, driven by greater
adoption of mobile platforms for gambling. However, industry revenue is still anticipated to decline slightly, falling at
an annualized rate of 0.3% to $12.3 billion over the five years to 2026. Subsequently, industry revenue during the
first half of the outlook period may experience a greater decline than usual due to the ongoing COVID-19
(coronavirus) pandemic. As this pandemic continues to affect the global economy, the Gambling industry in Canada
will likely continue to experience declining revenue. Since all casinos have been forced to close to prevent the
further spread of the virus, consumers will likely not be able to enter industry establishments to spend their money
on most revenue segments, except for online gambling.

ONLINE GAMBLING GROWS

The industry will likely continue to experience slow revenue growth from
table gaming, but experience stronger growth from slot machines and
online gambling.

The online segment will likely boost the industry's chances over the next five years, especially as new legislation is
introduced regarding online gambling. Canada has traditionally turned a blind eye to gambling on illegal offshore
websites, yet recent legislation has been introduced to address this legal grey area. Most recently, Quebec blocked
a law that would permit its government-run gambling organization, Loto-Quebec, to filter or block offshore gambling
sites, citing expensive infrastructure concerns and constitutionality, in 2018. If other provinces pass similar
legislation, revenue will likely be redirected to government-run sites and taxed accordingly, boosting industry
revenue.

Furthermore, more provinces are offering online gaming as a way to win back lost revenue amid competition from
other forms of entertainment. Ontario launched a regulated online gaming site, PlayOLG.ca, in late 2014, followed
by an app of the same name in 2015. According to provincial authorities, Ontarians spend up to $500.0 million a
year on online gaming sites, and the new website will likely deliver a greater share of that to provincial coffers.
Ontario is joining other provinces, such as British Columbia, Manitoba and Quebec, that have already launched
similar websites. Revenue generated by these provincial websites has so far exceeded estimates. Moving forward, it
will likely be critical for provinces to diversify their online gambling offerings and introduce new online gaming
experiences. However, the growing popularity of online gambling may further hurt establishment growth; the number
of industry establishments is projected to decrease an annualized 1.1% to 1,051 locations over the five years to
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2026.

ECONOMIC GROWTH SUPPORTS GAMBLING

The industry relies on consumer spending and consumer confidence,
which are likely to grow over the next five years alongside improvements
in the overall economy.

However, the coronavirus pandemic is expected to especially hurt industry growth during the first half of the outlook
period. Over the five years to 2026, IBISWorld estimates the unemployment rate will decrease and per capita
disposable income will continue to rise, boosting industry revenue.

WAGES

Operators are likely to endure a slightly increasing industry profit margin
over the next five years, as establishments begin to open back up
following pandemic-related closures.

Wages are expected to continue to represent a substantial portion of revenue for the average casino. Casinos have
become increasingly automated over the past few decades, relying more on slot machines and less on table games,
and this will likely lead casinos to employ fewer dealers and floor staff per location. IBISWorld expects industry
employment to decrease at an annualized rate of 0.7% to 35,792 workers over the five years to 2026. In addition,
wages as a share of revenue are expected to also decrease, falling an annualized 0.6% to $1.5 billion during the
same period. For example, server-based games that enable casino operators to make changes to slot machines
from a single computer server have negated the need for machines to be checked individually by localized service
attendants.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Consumer

spending  ($b)
2021 12,538 3,550 1,112 727 37,074 N/A N/A 1,552 N/A 1,199
2022 12,498 3,545 1,099 718 36,798 N/A N/A 1,541 N/A 1,254
2023 12,450 3,529 1,088 710 36,541 N/A N/A 1,531 N/A 1,284
2024 12,412 3,516 1,076 702 36,289 N/A N/A 1,522 N/A 1,306
2025 12,376 3,505 1,065 694 36,051 N/A N/A 1,513 N/A 1,328
2026 12,347 3,504 1,051 684 35,792 N/A N/A 1,504 N/A 1,350
2027 12,320 3,495 1,041 677 35,527 N/A N/A 1,494 N/A 1,372
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

IVA is declining while the overall economy is growing

Consumer spending on games of chance is waning

Competition from casinos across the US border is increasing

The Gambling industry in Canada is in the declining stage of its life cycle. Industry valued added (IVA), which
measures an industry's contribution to the overall economy, is expected to decrease an annualized 2.3% over the 10
years to 2026. However, Canada's GDP is forecast to grow at an annualized rate of 2.0% during the same period.
Thus, the industry's contribution to the economy is diminishing, which indicates that it is in the declining stage of its
economic life cycle.

The industry has endured several challenges, some of which are affecting gambling across the Western world.
Household income growth has been slow and consumer debt levels have been high, restricting the ability of
consumers to spend on discretionary activities. This has been compounded by greater competition from a range of
activities such as interactive video gaming, smartphone games and illegal online gambling sites. Finally, greater
competition from casinos across the US border has dismantled casino revenue in regions such as Niagara Falls,
ON, which once attracted millions of US visitors. While the depreciation of the Canadian dollar over the five years to
2021 has offered some benefit to industry operators, attracting international visitors in search for a bargain, long-
term consumer spending habits will be the main factor for how the industry performs.

The industry's growth is also restricted by legislation, which to some degree determines the life cycle of gambling.
Gambling is an illegal activity in Canada except when made explicitly legal through provisions in the Criminal Code
of Canada. Most gambling organizations in Canada have a public mandate to maintain a responsible approach to
the commercialization of products and services and to preserve the social acceptance of gambling. In achieving this
aim, responsible gambling programs are a necessary feature of all provincial gambling policies, and consequently,
revenue and profit growth are not the industry's only objectives.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Convenience Stores in Canada

2nd Tier

Consumers in Canada

Key Selling Industries
1st Tier

Beer, Wine & Spirits Wholesaling in Canada

Radio and Television Broadcasting In Canada

Food Service Contractors in Canada

2nd Tier

Computer & Packaged Software Wholesaling in Canada

Commercial Building Construction in Canada

Products & Services

  Due to the COVID-19 (coronavirus) pandemic, demand for products and
services provided by the Canadian Gambling industry is expected to
fluctuate greatly.

Since most people only gamble during period of economic certainty, the coronavirus pandemic is expected to
negatively affect demand for the industry's products and services.

ELECTRONIC GAMING MACHINES

Electronic gaming machines (EGMs) are located in casinos, bars, lounges
and at racetracks, and consist of both video lottery machines and slots.

Video lottery machines offer video games such as video keno and video poker, while slots are machines that
generate random combinations of symbols on a dial. Most modern slot machines are designed to mimic the old
mechanical models. The outcome of each EGM game is determined by a computer inside the machine, which is
linked to a centralized computer system that permits the lottery jurisdiction to monitor game play and collect its share
of revenue. A minimum percentage payout is usually programmed into the machines, and therefore, EGMs are
reliable revenue earners for province gaming authorities. In 2021, EGMs are expected to account for 50.6% of
revenue. Overall, EGMs have declined as a share of revenue over the five years to 2021, as fewer people have
visited casinos. Additionally, young people are preferring more interactive gaming options such as table games.

LOTTERIES

Lotteries are organized and run by provincial gaming authorities, and
formats include instant scratch-off tickets with small cash prizes and
jackpots that can reach millions of dollars.

Lottery tickets are sold by independent retailers that take commission, and have been increasingly sold through
online platforms that have grown in popularity due to rising smartphone penetration. Ontario generates the most
revenue from lotteries of any province, followed by Quebec and British Columbia. Overall, lotteries have increased
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as a share of revenue over the past five years, as most other forms of gambling have experienced declining
demand. Lotteries are expected to account for 25.0% of industry revenue in 2021.

CASINO TABLE GAMES

Table games at casinos include games such as blackjack, craps, roulette
and baccarat that are played on a table and operated by one or more live
dealers.

While there has been a recent resurgence in the popularity of some table games due to renewed interest by young
consumers, this segment is expected to account for just 9.9% of industry revenue in 2021. Table games are more
expensive to run for casino operators due to higher labour costs and erratic payouts, which has caused the steady
decline in the availability of casino table games over the past few decades. Similar to EGMs, this segment has
decreased as a share of revenue during the period.

HORSE RACING

Horse racing in Canada consists of parimutuel betting, a system in which
all bets are placed together in a pool and payout odds are calculated by
sharing the pool amount to all the winning bets.

This system is used in gambling on horse racing, greyhound racing and other sporting events in which participants
finish in ranked order. Betting can occur either at racecourses or through off-track betting sites, including
increasingly through online betting or through call centres. Horse racing gambling has declined as a share of
revenue due to the rising availability of alternative forms of gambling and a dwindling fan base for the sport. Horse
racing is expected to account for only 2.2% of revenue in 2021.

OTHER GAMING

The other gaming segment includes charitable gaming and bingo.

Charitable gaming is permitted in all provinces and generally serves as charity fundraising. In some provinces,
charitable gaming is limited to bingo only. Raffles are also a major segment within charitable gaming. Revenue from
this segment has slightly decreased over the past five years, accounting for 12.3% of revenue in 2021.

Demand
Determinants

Due to COVID-19 (coronavirus) pandemic, the Canadian government
forced all operators in the Canadian Gambling industry with in-person
facilities to close as they are not considered an essential business.

The only operational aspects of casinos are their online gambling, and in some cases, the liquor store aspect of
casinos. For example, the Alberta Gaming, Liquor and Cannabis Commission will accept requests to convert facility
licences (Class B and C) for liquor off-sales and delivery licences (Class A). This will likely enable another segment
of the industry to remain operational during this crisis. Also, the Ontario Lottery and Gaming Corporation (OLG) has
temporarily closed its Prize Centre where consumers can claim large lottery winnings. However, this only affects
winnings of $10,000 or more and anything less than that amount may still be claimed at any lottery retail outlet or by
mailing in prize claims. The coronavirus pandemic is also expected to hurt future revenue growth since many people
were furloughed and consumers will likely seek to spend their discretionary income on more essential expenditures.

Consumer drivers

Both the level of household disposable income and its fluctuations determine demand for gambling. Household
disposable income is affected by changes in labour market growth, tax and interest rates. However, even when
income levels are low or declining, consumers will still likely be inclined to spend at least some of their income on
gambling. Due to gambling's low entry cost, the Canadian Gambling industry's services, such as slot machines and
online gaming, are usually more attractive to lower-income households, with the added attraction of a high payout, if
a prize is won.

Consumer confidence also has an effect on the amount consumers will spend on gambling. When expectations of
future earnings and the economic outlook are positive, people are likely to wager more on gambling activities.
Nevertheless, gambling and other forms of betting are somewhat demand-inelastic, meaning that demand does not
necessarily decline when income falls or consumer confidence is weak. The inelastic state of gambling is primarily
due to the biological affects it has on many consumers that struggle with a gambling addiction. Since gambling
activates the same brain areas as drug and alcohol cravings, some people may not have self-control when it comes
to gambling, and thus, continue to spend money regardless of income levels and macroeconomic factors.
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Population catchment and competition

The size of the population in a casino's local catchment area is an important factor since most visitors to casinos
come from the local regional area and can account for as much as 95.0% of total patrons. The population catchment
area can extend over country boundaries, and in fact, many casinos are strategically located in border areas close
to major population centres. The local population catchment is usually also supplemented by tourists that may visit
casinos as the main purpose of a trip. Over the five years to 2021, the industry has struggled due to rising
competition from across the border, as many states in the United States have opened new casinos.

Regulation

Gambling in Canada is regulated at the provincial level where there is a patchwork of gambling regulations. All
provinces have gambling or lotteries of some kind, but all gambling establishments operate under different
conditions. For example, casinos in Canada carry a range of regulatory forms and can be commercial, charitable,
government-owned and -operated or owned by private companies under contract to provincial gaming authorities.
All provinces license charities under their own regulations and permitted schemes. For these reasons, regulation is
an important determinant of demand.

Major Markets

  The Canadian Gambling industry's major markets can be divided based
on several characteristics, including age, level of education, type of
gambling undertaken and income.

  According to the 2016-17 edition of the Canadian Gambling Digest, gambling participation varies considerably in
Canada depending on the type of game played. Lotteries have the highest participation rate among all types of
gambling, with most provinces recording participation rates between 55.0% and 80.0%. Casino slots and table
games also record relatively high participation rates in those provinces that have casinos. However, many provinces
have relatively few casinos, meaning the country-wide participation rate is low. Meanwhile, horse racing gambling
has a participation rate of less than 5.0% in most provinces.

Gambling patterns vary considerably across demographics. Younger casino visitors tend to prefer table games to
slot machines and experience other forms of entertainment alongside gambling, such as visiting bars, nightclubs
and shopping. Meanwhile, participation rates for bingo and electronic gaming machines are generally higher among
older demographics.

Furthermore, due to the COVID-19 (coronavirus) pandemic, the industry is expected to undoubtably endure a
decline in revenue from most of its major markets. Due to the government's orders, all casino facilities have been
temporarily shut down to help fight the spread of the virus. The closure of all casinos will likely affect every major
player since the only gambling people will be able to do is on online platforms. Consequently, due to the high market
share of this industry, industry revenue is expected to decline over the five years to 2021.

LOWEST QUINTILE OF INCOME

The lowest quintile of income generates the smallest portion of industry
revenue due to the fact that people in this segment do not have a lot of
money to spend on leisure activities such as gambling.

In 2021, this segment is estimated to account for 13.7% of industry revenue. This segment's share of industry
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revenue is expected to decrease over the five years to 2021, mainly due to the coronavirus pandemic and this
segment's original inability to gamble much from their already low income streams.

SECOND-LOWEST QUINTILE OF INCOME

The second-lowest quintile of income accounts for the second-largest
market in this industry, at an estimated 23.8% of revenue in 2021.

People in this income bracket usually account for younger people that tend to spend their discretionary income on
leisure activities such gambling and all the other activities casinos have to offer. This segment's share of industry
revenue is expected to increase over the five years to 2021, partially due to rising per capita disposable income.

THIRD-LOWEST QUINTILE OF INCOME

The most frequent gamblers come from households in the middle-income
brackets.

Low-income and high-income households gamble less frequently. However, those with incomes in the highest
income quintile spend far more per visit than low-income households, meaning they account for the greatest share
of industry revenue. Revenue derived from low- to medium-income gamblers is susceptible to changes in consumer
spending and confidence as consumers usually cut back on extravagances when economic times are tough. The
third-lowest quintile of income is estimated to account for 25.8% of revenue in 2021, and this segment tends to be
the most consistent group that visits casinos. This segment's share of industry revenue has also increased as
disposable income levels rose over the five years to 2021.

FOURTH-LOWEST QUINTILE OF INCOME

As a general rule, households spend less of a percentage of their total
income on gambling as their income rises.

The fourth-lowest quintile of incomes generally comprises people and families that make a significant amount of
money, but are more cautious to spending since they have other obligations. Although this bracket is still estimated
to account for 18.0% of revenue in 2021, it is the second-smallest market in this industry and is expected to
decrease as a share of revenue over the five years to 2021.

HIGHEST QUINTILE OF INCOME

All casinos depend on high-stakes gamblers or high rollers to some
degree.

The level of revenue and profit high rollers deliver to casinos varies considerably across the industry and is further
amplified by the volatile nature of the segment, which can fluctuate depending on domestic and global economic
conditions. High rollers have the ability to make or break a casino's bottom line, and casinos spend big attempting to
attract their patronage through complimentary hotel suites, transportation via private jet and other entertainment.
Competition for the patronage of high rollers has increased over the past decade as new international gambling
centres such as Macau and Singapore have emerged that aggressively target this segment. Likewise, Canadian
casinos endure stiff competition from US casinos for high rollers, most notably, Las Vegas. For all these reasons,
this income bracket is estimated to account for 18.7% of industry revenue in 2021. This segment's share of revenue
is expected to decrease over the five years to 2021, mainly due to the travel restrictions as a result of the
coronavirus pandemic.

HOUSEHOLD STRUCTURE

According to Statistics Canada, one-person male households spend more
on gambling than any other household demographic.

In comparison, households with children and couples aged 65 or older have less disposable income to spend on
gambling. This is largely because older couples tend to survive off lower incomes, and while couples with children
may have relatively high incomes, they have more mouths to feed and there may be other priorities than spending
on gambling.

The distribution of the industry's major markets has not changed dramatically over time as spending patterns within
income brackets are relatively established. Although gambling budgets increased slightly over the five years to
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2021, this occurred across all demographics and did not significantly influence the industry's major market
distribution.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The service-based nature of the Canadian Gambling industry means international trade is not a feature of this
industry. Domestic companies provide services primarily to domestic customers, and most visitors to casinos are
from the local domestic population and are usually small stakes table and slot machine gamblers. Many casinos also
attract international visitors. However, international gamblers represent a relatively small proportion of total visitors,
and is still expected to experience slow growth due to the COVID-19 (coronavirus) pandemic. The global economic
slowdown caused by the coronavirus pandemic has forced governments to shut down all nonessential businesses,
which includes casinos among other gambling establishments.

Business
Locations

  The distribution of establishments in the Canadian Gambling industry correlates with the Canadian population since a large local
population within proximity of a gambling facility is generally required for an operator to succeed. While destination casinos rely on
domestic and international tourists to sustain demand, most gambling facilities draw guests mainly from a relatively small area.
For example, the casinos at Niagara Falls, ON< suffered when new casinos were built on the US side of the border. The three
highest-grossing provinces in terms of gambling revenue, which include Ontario, which accounts for 28.3% of industry
establishments in 2021; British Columbia (25.1%); and Quebec (18.5%), which are also the most populous.

The industry's geographic distribution is also highly dependent on regulation. The industry is regulated at the provincial level,
meaning a province's decision to legalize certain forms of gambling will likely have a major influence on the amount of revenue
that is made. The type of gambling permitted in each province also has a significant effect on the total revenue earned in the
province.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Gambling industry in Canada has a high market share concentration, with the top five industry operators
estimated to account for 80.2% of revenue in 2021. The unique regulatory structure of the industry means the Crown
corporations of each province control most gambling activity. Gambling establishments and revenue are dispersed
broadly in line with population trends, and the three highest grossing provinces in terms of gambling revenue, which
are Ontario, Quebec and British Colombia, are also the most populous. The industry's market share concentration is
likely to remain similar over the five years to 2026 as population trends are not expected to deviate significantly.

Key Success
Factors

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

Must comply with government regulations:
Obtaining and holding a licence is mandatory to operate in this industry.

Effective product promotion:
To be able to effectively promote gambling to attract patrons is essential to a successful operation.

Ability to effectively manage risk:
Operators must be able to handle and limit the financial risks associated with the high stakes gambling market.
Large winnings by its client group can have a significant effect on an operator's financial performance.

Ability to attract local support/patronage:
Industry operators must be able to successfully tap into the local and regional population, as this is from where the
largest proportion of patrons will likely come.

Access to multiskilled and flexible workforce:
Operators must have a well-trained and multiskilled workforce that can operate in different areas, such as food
service, liquor sales and gaming tables.

Ability to quickly adopt new technology:
Operators must be able to offer new and improved games and video gaming machines to meet customer needs and
ensure a high level of repeat patrons.
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Cost Structure
Benchmarks

  Profit

The average industry profit margin, measured as earnings before
interest and taxes, is estimated to account for 12.9% of industry
revenue in 2021; however, this figure is subject to change between
operators as profit varies widely across the industry. Lotteries and other
charities generate basically no profit as most earnings are distributed to
the organization or government budget they are aimed to serve. How
gambling organizations distribute their profit varies across provinces.
Casinos are generally very profitable, but profitability can be sensitive
to significant changes in how patrons gamble and in their win rates.
Operators' profit margin is supported by a larger number of electronic
gaming machines, which have more stable payout ratios. Over the five
years to 2021, industry profit has decreased along similar changes in
revenue. This decrease in profit can be mainly attributed to the
COVID-19 (coronavirus) pandemic, which forced most physical casino
locations to close down during most of 2020. This closure essentially
eliminated one of the largest revenue streams for industry operators.
Although some locations are beginning to open up in 2021, some
locations are still struggling to open due to the challenges of containing
the spread of coronavirus.
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  Wages

Industry wage costs can vary largely for industry operators. In 2021,
wages are expected to account for 12.4% of industry revenue. Wages
tend to be higher for the segments of the industry that are more labour
intensive, such as casinos and establishments with table games.
Wages for lotteries, however, are extremely low due to the fact that
they generate a large volume of revenue with only a small back office
staff necessary to support the lottery's infrastructure. Sales of lottery
games are handled by convenience stores and other retailers, so they
are not factored into the industry's wage expenses, but rather as
purchases. For casinos, wages represent a substantial cost for
operators. Most establishments operate between 18 and 24 hours per
day, and provide high levels of customer service and hospitality. Live
table games such as blackjack, poker and roulette also require constant
operation and supervision from staff members. Hotel casinos also
require labour to service accommodation and restaurants. Additionally,
labour is needed to provide behind the scenes services such as
cleaning, maintenance, security and management.

 

  Purchases

Purchase costs are expected to account for 43.3% of revenue in 2021.
For casinos, purchase costs tend to be high as operators need to
purchase food, alcohol and other merchandise for their ancillary
offerings. In addition, operators must upgrade their facilities by
replacing coin-operated slot machines, adding tables and renovating
the overall facility. For lotteries, purchases are mainly related to
payouts, whether it is cash or other prizes, and commissions paid to
selling agents.

 

  Marketing

Marketing and advertising campaigns are used to entice local and
international patrons to gamble and stay at casinos. Furthermore,
expenses related to player loyalty programs are included in this
segment. These costs tend to remain constant as a percentage of
revenue as operators have the ability to increase or decrease spending
depending on revenue trends. In 2021, marketing expenses are
expected to account for 1.5% of industry revenue.
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  Depreciation

A significant amount of capital is required to build, maintain and
refurbish casinos and other gambling facilities. Due to the competitive
nature of the industry, significant investment is required to improve and
refurbish existing facilities and keep technology up to date. Casino
floors, hotels and electronic gaming machines in particular require
substantial initial capital investment. Over the past five years,
depreciation expenses have decreased slightly as the number of new
industry participants has declined and capital investment has slowed
due to rising competition and diminishing returns. As a result,
depreciation costs are expected to account for 3.1% of industry
revenue in 2021.

 

  Rent

Rental expenses are expected to account for 5.2% of industry revenue
in 2021, as many industry operators lease large facilities that house
games, food and entertainment.

 

  Utilities

Utility costs for electricity, heat and water are anticipated to comprise
1.4% of industry revenue in 2021.

 

  Other Costs

Other costs for industry operators include items relating to overheads,
including legal, accounting and auditing; transportation and
automobiles; and stationery and communications. Overall, other
expenses are anticipated to account for 20.2% of industry revenue in
2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Canadian Gambling industry compete on many levels,
such as quality of their facilities, services, incentives, the type of
gambling they offer and exclusive facilities offered to high stakes
gamblers.

The ambience of gaming rooms and the hospitality, food, drinks and entertainment options offered to patrons are
also critical to drawing guests to casinos.

The size of prize payouts and payout frequency and rates are important factors many gamblers consider. This is one
reason why lottery tickets have remained popular as other forms of gambling have waned. Lottery jackpot prizes
gain attention due to the large sums they pay out from relatively small ticket prices.

Operators further compete on slot machines and jackpot prizes. It is important for industry operators to have
significant and frequent changes to slot machines and games to continue to attract new and existing patrons. Many
new machines are now cashless, using tickets or cards instead of coins or notes, which makes it easier for patrons
to play. The cashless environment also results in lower costs involving money changing and counting. Casinos are
also introducing skill-based games to entice younger demographics. However, this is still evolving as skill-based
games do not have fixed-outcome odds as the skill of the player comes into consideration.

Proximity is also a competitive factor as many guests may only travel a certain distance to visit a gambling venue.
Therefore, when a new casino opens close to an existing location, the existing location will usually suffer.

EXTERNAL COMPETITION

External competition is both high and increasing.

New casinos in the United States have been detrimental to the Canadian industry over the five years to 2021 as
they have drawn guests away from Canadian casinos. This trend is affected by the strength of each currency
relative to the other. For example, if the loonie is appreciating, then more Canadians will likely visit US casinos since
their currency has a higher purchasing power. Furthermore, alternative forms of entertainment, particularly at-home
entertainment options, such as video games and interactive smartphone games, have also hurt the industry as they
are popular with young demographics. External competition is expected to increase over the five years to 2026 as
more casinos are introduced in the United States and various forms of entertainment become more interactive.

Barriers to
Entry

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

  The Gambling industry in Canada has high and prohibitive
barriers to entry. Gambling in Canada is an illegal activity
except where it is made legal through provisions set out in
the Criminal Code of Canada and sanctioned under the
authority of each province. Each province differs in how it
legislates and regulates gambling, and gaming
organizations carry a range of regulatory forms and may
be commercial, charitable, government owned and
operated or owned by private companies under contract
to provincial gaming authorities. As a result of this strict
regulation, the number of industry establishments only
grows when province authorities permit it to. For those
establishments not operated directly by the government,
entry into the industry is usually via a government tender
for a licence, which applies to a geographic area and for a
specific time period.

Furthermore, development and investment in a casino or
other gambling establishment usually involves significant
investment for land purchase, construction and outfitting
costs. Gaming machines and other casino fittings are
expensive to install and maintain, so new operators need
to have the capital to fund these repairs.

Barriers to Entry Checklist

Competition High  

Concentration High  

Life Cycle Stage Decline  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Medium  
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Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Gambling industry in Canada has a low level of globalization. International trade is not a feature of this industry
as there are no imports or exports. However, a small portion of industry revenue is derived from international visitors
to Canada. The number of international visitors to Canada has declined in 2021 as more casinos have been
developed in the United States.

There is very minimal foreign ownership of gambling establishments in Canada. The industry is largely controlled by
province gaming authorities to keep proceeds for use domestically. IBISWorld does not expect the industry's level of
globalization to change dramatically over the five years to 2026. However, due to the COVID-19 (coronavirus)
pandemic, the industry is expected to take a hit from an even smaller level of international visitors. This is due to the
drastic measures' governments are taking to slow the spread of the virus. One of these measures is to shut down
establishments that cater to a lot of customers, so that workers and consumers can practise social distancing. Even
though international consumers are only a small portion of total visitors, the industry will likely experience declines in
its revenue streams.
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Major Companies

Major Players Ontario Lottery and Gaming Corporation

Market Share: 47.2%

  The Ontario Lottery and Gaming Corporation (OLG) is an Ontario government entity responsible for the province's
lotteries, charity and aboriginal casinos; commercial casinos; and slot machines at horse racing tracks. The OLG
was created in 2000 when the Ontario Lottery Corporation merged with the Ontario Casino Corporation. The OLG is
responsible for the conduct and management of four resort casinos, which include Caesars Windsor, Casino Rama,
Casino Niagara and Niagara Fallsview Casino Resort. The OLG's revenue is divided between four streams,
including casinos, charitable gaming, internet gaming and lottery tickets.

Similar to most other gambling organizations, the OLG must strike a fine balance between its commercial objectives
of providing an economic return for the people of Ontario and responsible practices that mitigate problem gambling.
The corporation provides funding to hospitals, local and provincial charities, the research and prevention of problem
gaming and support for amateur athletes. The corporation operates more than 20 gaming facilities, while also being
responsible for lottery games across the province at an estimated 9,700 retail locations. The OLG has recently
undertaken a modernization plan that aims to shift the day-to-day operations of its gaming facilities and lotteries to
the private sector. As part of this modernization plan, the corporation also created an internet platform for lottery
tickets. In 2017, the OLG opened Shoreline Casino Belleville, which is the first new casino to open in Ontario in
more than a decade.

Financial performance

The OLG has outperformed the broader industry, with its industry-relevant revenue growing an annualized 2.2% to
$5.9 billion over the five years to fiscal 2021 (year-end March). It is important to note that industry-relevant revenue
is calculated by subtracting prizes paid out to winners from overall revenue. The company's lottery and bingo
segment has performed the best, while its resort casinos have struggled due to the forced shut down resulting from
the COVID-19 (coronavirus) pandemic. Meanwhile, the corporation's industry-relevant operating profit, measured as
earnings before interest or taxes, has also grown considerably, and is expected to grow an annualized 9.7% to $3.3
billion over the five years to fiscal 2021.

 
Ontario Lottery and Gaming Corporation (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 5,317.0 N/C 2,069.7 N/C
2017-18 5,705.3 7.3 2,178.9 5.3
2018-19 5,968.1 4.6 2,191.1 0.6
2019-20 5,976.0 0.1 2,051.0 -6.4
2020-21 5,128.7 -14.2 2,631.2 28.3
2021-22 5,915.5 15.3 3,282.3 24.7

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

Loto-Quebec

Market Share: 13.7%

  Loto-Quebec is a government corporation that develops and operates lotteries and other games of chance in
Quebec. The organization was created in 1969 and now contributes more than $1.3 billion to Quebec's government
each year and awards nearly the same amount in prizes. Most of Loto-Quebec's revenue is generated from lottery
games such as Loto Max and 6/49, which typically have a price range between $2.00 and $5.00, and consist of
tickets that have a set of numbers that can be either handpicked or randomly selected.

Over the five years to 2021, Loto-Quebec renewed its entire 12,000-terminal video lottery network in 2,000 bars and
brasseries across Quebec. However, it has reduced this to fewer than 9,900 terminals. Loto-Quebec also made
major upgrades to the Casino du Lac-Leamy aimed at improving its competitiveness. Over the past five years, the
organization has placed a priority on online channels, including its online gambling website LotoQuebec.com, which
posted a revenue increase of 28.9% in fiscal 2020 (year-end March) to $135.9 million (latest data available).

Financial performance
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Loto-Quebec's industry-relevant revenue is expected to grow an annualized 0.7% to $1.7 billion over the five years
to fiscal 2021. It is important to note that industry-relevant revenue is calculated by subtracting prizes paid out to
winners from overall revenue. Revenue has been further supported by strong growth in Quebec's lottery and online
gambling. In 2018, Loto-Quebec introduced LotoQuebec.com, an online lottery portal that boosted growth among its
online revenue streams. Additionally, the corporation's industry-relevant operating profit, measured as earnings
before interest and taxes, has increased at an annualized rate of 1.2% to $1.5 billion over the five years to fiscal
2021. In addition, the company's growth is expected to be hinder in 2020 and 2021 due to the COVID-19
(coronavirus) pandemic, which caused most casinos to close down during most of 2020 and 2021.

 
Loto-Quebec (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 1,663.6 N/C 1,441.6 N/C
2017-18 1,635.7 -1.7 1,428.1 -0.9
2018-19 1,740.1 6.4 1,518.1 6.3
2019-20 1,667.5 -4.2 1,573.1 3.6
2020-21 1,611.9 -3.3 1,505.1 -4.3
2021-22 1,720.3 6.7 1,526.6 1.4

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

British Columbia Lottery Corporation

Market Share: 13.4%

  The British Columbia Lottery Corporation (BCLC) is a Crown corporation of British Columbia. The corporation is
based in Kamloops, BC, and has provided government-sanctioned lottery games since 1985. The BCLC's lottery
network offers sales online and at more than 3,500 retailers, including grocery and liquor stores. The BCLC also
operates 16 casinos, two racecourse casinos, 17 community gaming centres and three bingo halls. Furthermore, the
company estimates that it employs more than 37,000 workers.

British Columbia's casinos and community gaming centres are privately owned and operated. However, the BCLC
owns the equipment and pays commissions to the service providers to operate the facilities. The BCLC launched
PlayNow.com, Canada's first legal online gambling website, in 2004. PlayNow.com offers a variety of games and
services including casino games, poker, sports betting, bingo and lottery. The revenue BCLC generates is used for
healthcare, education and municipal and charitable programs. The BCLC has planned to expand its gaming
operations in three locations within British Columbia. Victoria, BC, was considered for a new gaming facility to
complement an already existing facility. However, in 2019, the city government postponed any decision to host a
casino indefinitely. There is also a relocation project in talks in regard to the Chances Mission gaming facility, where
the facility would be moved to a larger, more modern location within Mission, BC.

Financial performance

The BCLC's industry-relevant revenue is expected to decrease at an annualized rate of 6.5% to $1.7 billion over the
five years to fiscal 2021 (year-end March); note that industry-relevant revenue is calculated by subtracting prizes
paid out to winners from overall revenue. The corporation's lottery and e-gaming segment performed well over the
past five years. Meanwhile, the casino and community gaming segment expanded only moderately. This expected
decline in industry-relevant revenue can be mainly attributed to the COVID-19 (coronavirus) pandemic, which forced
most operators to shut down their physical locations to help mitigate the spread of the virus. The BCLC's
multichannel distribution strategy has enabled its lottery sales to stay strong, despite a mature market across most
of the rest of Canada. Additionally, the corporations industry-relevant operating profit has declined sharply during the
period, primarily due to the coronavirus pandemic affecting business operations.

 
British Columbia Lottery Corporation (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 2,356.9 N/C 1,394.9 N/C
2017-18 2,402.6 1.9 1,460.3 4.7
2018-19 2,570.2 7.0 1,479.6 1.3
2019-20 2,500.0 -2.7 1,407.8 -4.9
2020-21 930.5 -62.8 540.0 -61.6
2021-22 1,681.3 80.7 973.8 80.3

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

Other Companies Alberta Gaming and Liquor Commission
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  Market Share: 2.8%
  The Alberta Gaming, Liquor and Cannabis Commission (AGLC) is an agent of Alberta that regulates alcohol and

gaming with over an estimated 1,000 employees. The AGLC was formed in 1996 by combining the responsibilities
and operations of the Alberta Liquor Control Board; Alberta Lotteries; the Alberta Gaming Commission; Alberta
Lotteries and Gaming; and the Gaming Control Branch. The AGLC conducts and manages provincial lotteries,
including video lottery terminals, slot machines in casinos and racetracks, ticket lotteries and electronic bingo. These
activities are provided by independent resellers, private operators and bingo associations under retailer agreements.
As of fiscal 2020 (year-end March), the AGLC operates 19 casinos, four horse racing tracks and 21 bingo facilities.
The AGLC supplies and maintains electronic gaming equipment for ticket lotteries and slot machines, while the
retailers and operators provide space and customer service. Proceeds from provincial lotteries are distributed to the
Alberta Lottery Fund, which supports programs, projects and foundations administered by various government
ministries to benefit Alberta's communities. The AGLC is anticipated to generate $355.3 million in industry-relevant
revenue in fiscal 2021, with a market share of 2.8%; note that industry-relevant revenue is calculated by subtracting
prizes paid out to winners from overall revenue.

Great Canadian Gaming Corporation

  The Great Canadian Gaming Corporation (GCGC) is a publicly listed company that operates 26 gaming properties
in Canada and the United States. As of 2020 (latest data available), the company employed 7,900 employees in
Canada. The GCGC is heavily concentrated in British Columbia, where it was founded. The corporation has 10
properties and also has locations in Ontario and Nova Scotia. The company has rebranded and refurbished many of
its properties over the five years to 2021.

Most recently in 2019, Elements Casino Mohawk and Elements Casino Grand River expanded their operations by
adding an estimated 290 and 190 slot machines, respectively, expanding on different revenue streams.

The GCGC's is expected to generate $388.5 million in industry-relevant revenue in 2021, with a market share of
3.1%. It is important to note that industry-relevant revenue is calculated by subtracting prizes paid out to winners
from overall revenue. While the company has historically earned most of its gaming revenue in British Columbia, the
company's expansion into Ontario has now made it the largest geographic operating segment in terms of revenue
for the company.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Gambling industry in Canada has a moderate level of
capital intensity. In 2021, for every $1.00 the average
operator spends on wages, it is expected to spend $0.25
on the use and replacement of buildings and equipment.
This industry, particularly within its lottery and electronic
gaming machine components, requires large investments
in technology and IT infrastructure, including provision of
terminals to agents for online sales. In response to industry
trends and consumer preferences, operators also regularly
upgrade or modify their electronic gaming equipment to
feature the latest features and machines. Over the five
years to 2021, capital intensity has declined slightly; in
2016, for every $1.00 spent on wages, industry operators
spent an estimated $0.29 on capital investment.

However, casinos are dedicated to providing high-quality
service to attract new and repeat customers. Gaming
attendants are required to man casino games such as
blackjack and poker. Chefs, waiters and hospitality
managers are critical to well-functioning restaurants. A
dedicated security staff and video monitoring system are
also required to discourage cheating and monitor
gameplay. Conversely, high amounts of capital must be
invested in the original construction and subsequent
extensions of casinos and hotels.
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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.

Very Low Ease of Entry Very
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.

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.

Additionally, this industry's structure makes it difficult for new operators to enter and succeed. These barriers have the
potential to disincentivize potential disruptors. Despite these barriers, the industry is experiencing a rapid growth in the
number of companies. A difficult operating environment for new entrants combined with a large cohort of them may create a
situation where these companies may take on a disruptive trajectory in non-traditional markets.

The Gambling industry in Canada is subject to significant technological
disruption, being that it provides a form of entertainment.

While the industry has increased its investment in digital technology to cater to the younger age demographic, consumers
have many options to spend their money on entertainment, whether it be going to a casino or attending a sporting event.
With technology increasingly becoming more intertwined with people's daily lives, new forms of entertainment, such as
virtual reality experiences, will likely challenge the industry. Over the five years to 2026, gambling will likely continue to
experience technological disruption as new forms of entertainment are developed using technology.

The level of technology change is    Medium

  The Gambling industry in Canada has a moderate level of technological
change.

Technology in the industry is most relevant to operators' security systems, electronic gaming machines (EGMs) and online
and mobile gambling. Video monitoring equipment is present across casinos, bingo facilities and race tracks to monitor
patrons and ensure safety and fair play. Casinos often require the most up-to-date and state-of-the-art equipment to
combat cheating.

Electronic gaming machines
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EGMs, commonly known as slot machines, and video games, revolutionized
the casino business, and gambling operators have exploited the ability of
EGMs to generate a steady cash flow with minimal labour costs.

EGMs have gradually increased in popularity for more than a decade as they are more profitable for the operator than table
games. In line with overall technology advancement, EGM technology has grown rapidly. Current machines feature sharper
graphics, better sounds and more interactive games than their predecessors. Furthermore, EGMs are now configurable by
downloading software with new or unique games, thus eliminating the need to constantly bring in new machines.
Networked game play has also risen in popularity, permitting patrons to compete with other players within the same casino
or across the world.

Cashing out

Nearly all operators have abandoned traditional cash machines in favour of
ticket voucher systems, which distribute a guest's winnings in a ticket that can
be inserted and played in another machine, kept for later or redeemed for cash
at the cage.

Casinos have embraced this technology as a way to reduce cash inventory, meaning fewer staff to handle, track and
secure cash. When players are ready to cash out, they receive a barcoded card, which they can then present to a casino
cashier to use for future game play.

Club loyalty cards are also popular and increase customer loyalty through reward points, discounts and other benefits. Club
cards benefit the operator as they can track purchases made throughout the casino and other company venues, giving
them valuable information about guests' purchasing behaviour. Further integration of loyalty cards is expected over the five
years to 2026, to the point where a debit account can be linked for cashless gambling. With the widespread usage of
smartphones, competition from online gambling websites and the ubiquity of smartphone payment systems and banking will
likely force casinos to smartphones payment and gambling into their technology strategy.

Internet gaming

Internet gaming still only represents a tiny portion of overall gambling
spending in Canada.

Technology exists to permit internet gaming to take a much larger share of the overall gambling pie. However, regulations
covering the type of internet gaming vary considerably between provinces. Some provinces permit only internet lottery
tickets, while British Columbia, Manitoba and Quebec have internet poker and sports betting.

Revenue
Volatility

The level of volatility is    Medium
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  The Gambling industry in Canada is subject to a moderate level of revenue
volatility due to the diverse range of gaming products.

There are many forms of gambling that appeal to different market segments and varying price points. This industry is
nonetheless sensitive to changes in economic conditions, which affect household income growth, such as unemployment.
Over the five years to 2021, industry revenue has grown as much as 4.6% in 2016 and has declined as much as 14.8% in
2020. While rising per capita disposable income has created optimal business conditions, revenue declines has mostly
been a byproduct of the COVID-19 (coronavirus) pandemic, which forced many casinos to close down during most of 2020.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

The level of regulation in the Canadian Gambling industry is high and steady.

The federal Criminal Code of Canada (Criminal Code) declares gambling in Canada an illegal activity except under certain
circumstances. The primary provisions of the Criminal Code regulating gambling are located in Sections 201 through 206.
These sections give Canadian provincial governments permission to conduct and manage gambling otherwise illegal under
the Criminal Code. Thus, each provincial government must have its own regulatory framework to regulate gambling in the
form of “lottery schemes,” which is defined broadly to include games of chance or games of mixed chance and skill. To this
end, the industry has a very high level of regulation and oversight.

Provincial regulatory regimes are complex and differ substantially from one another. All provinces participate in national
lottery schemes, but all provinces have different standards relating to games of chance where different games are
permitted or prohibited. Casinos in Canada carry a range of regulatory forms and can be commercial, charitable,
government owned and operated or owned by private companies under contract to provincial gaming authorities. Most
provinces establish policies in relation to protecting the integrity of gaming and preventing unsuitable individuals from
entering the industry. Responsible gambling is taken seriously across Canada. For example, in 2019, (latest data
available), the Ontario Lottery and Gaming Corporation directed $17.3 million toward its responsible gaming program,
including resource centres, education and program delivery. Furthermore, all provinces license charities under their own
regulations and permitted schemes.

Industry
Assistance

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

The Canadian Gaming Association (CGA) is a nonprofit organization that
represents a variety of operators, including casinos, manufacturers, suppliers
and other stakeholders in the Canadian Gambling industry.

The CGA has a mandate to create a better understanding of the gaming industry by bringing facts to the general public,
elected officials, the media and key decision makers through education and advocacy.

Meanwhile, the Canadian Partnership for Responsible Gambling is a collaboration of provincial and national nonprofit
organizations, gaming providers, research centres and regulators that work to find and promote effective ways to reduce
the risk of problem gambling.

In 2020, industry operators may have qualified for some of the support programs that the Canadian government offered to
assist businesses struggling as a result of the COVID-19 (coronavirus) pandemic. Assistance programs were available in
the form of delayed sales tax deadlines, which enabled operators to temporarily reinvest that money or use it for other
purposes. The Canada Emergency Business Account (CEBA) granted operators interest-free loans of up to $40,000 for
small business that experienced financial burdens in 2020.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Consumer

spending ($b)
2012 15,828 4,363 1,236 872 42,565 N/A N/A 1,807 N/A 1,024
2013 15,424 4,338 1,197 825 41,901 N/A N/A 1,831 N/A 1,051
2014 15,046 4,245 1,252 853 41,808 N/A N/A 1,754 N/A 1,078
2015 15,175 4,036 1,227 825 40,448 N/A N/A 1,713 N/A 1,103
2016 15,875 4,425 1,216 815 40,722 N/A N/A 1,758 N/A 1,126
2017 15,632 4,360 1,203 803 40,120 N/A N/A 1,721 N/A 1,167
2018 14,937 4,271 1,222 806 40,615 N/A N/A 1,715 N/A 1,197
2019 14,967 4,220 1,165 764 41,657 N/A N/A 1,764 N/A 1,217
2020 12,748 3,279 1,125 736 37,642 N/A N/A 1,576 N/A 1,143
2021 12,538 3,550 1,112 727 37,074 N/A N/A 1,552 N/A 1,199
2022 12,498 3,545 1,099 718 36,798 N/A N/A 1,541 N/A 1,254
2023 12,450 3,529 1,088 710 36,541 N/A N/A 1,531 N/A 1,284
2024 12,412 3,516 1,076 702 36,289 N/A N/A 1,522 N/A 1,306
2025 12,376 3,505 1,065 694 36,051 N/A N/A 1,513 N/A 1,328
2026 12,347 3,504 1,051 684 35,792 N/A N/A 1,504 N/A 1,350

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Consumer

spending (%)
2012 -1.65 -6.76 -1.60 -3.44 0.26 N/A N/A 0.29 N/A 1.89
2013 -2.56 -0.57 -3.16 -5.39 -1.56 N/A N/A 1.32 N/A 2.62
2014 -2.45 -2.16 4.59 3.39 -0.23 N/A N/A -4.17 N/A 2.57
2015 0.85 -4.94 -2.00 -3.29 -3.26 N/A N/A -2.34 N/A 2.31
2016 4.61 9.64 -0.90 -1.22 0.67 N/A N/A 2.61 N/A 2.10
2017 -1.53 -1.47 -1.07 -1.48 -1.48 N/A N/A -2.11 N/A 3.67
2018 -4.45 -2.04 1.57 0.37 1.23 N/A N/A -0.35 N/A 2.53
2019 0.19 -1.21 -4.67 -5.22 2.56 N/A N/A 2.84 N/A 1.65
2020 -14.8 -22.3 -3.44 -3.67 -9.64 N/A N/A -10.7 N/A -6.08
2021 -1.65 8.26 -1.16 -1.23 -1.51 N/A N/A -1.54 N/A 4.88
2022 -0.33 -0.16 -1.17 -1.24 -0.75 N/A N/A -0.67 N/A 4.62
2023 -0.39 -0.46 -1.01 -1.12 -0.70 N/A N/A -0.64 N/A 2.37
2024 -0.31 -0.36 -1.11 -1.13 -0.69 N/A N/A -0.62 N/A 1.74
2025 -0.30 -0.32 -1.03 -1.14 -0.66 N/A N/A -0.58 N/A 1.66
2026 -0.24 -0.05 -1.32 -1.45 -0.72 N/A N/A -0.63 N/A 1.63

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 27.6 N/A N/A 372 11.4 34.4 42,446
2013 28.1 N/A N/A 368 11.9 35.0 43,689
2014 28.2 N/A N/A 360 11.7 33.4 41,961
2015 26.6 N/A N/A 375 11.3 33.0 42,358
2016 27.9 N/A N/A 390 11.1 33.5 43,173
2017 27.9 N/A N/A 390 11.0 33.3 42,899
2018 28.6 N/A N/A 368 11.5 33.2 42,231
2019 28.2 N/A N/A 359 11.8 35.8 42,346
2020 25.7 N/A N/A 339 12.4 33.5 41,860
2021 28.3 N/A N/A 338 12.4 33.3 41,849
2022 28.4 N/A N/A 340 12.3 33.5 41,883
2023 28.3 N/A N/A 341 12.3 33.6 41,909
2024 28.3 N/A N/A 342 12.3 33.7 41,941
2025 28.3 N/A N/A 343 12.2 33.9 41,974
2026 28.4 N/A N/A 345 12.2 34.1 42,015

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Canadian Gaming Association
http://www.canadiangaming.ca

Canadian Partnership for Responsible Gambling
http://www.cprg.ca

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

Industry Jargon CATCHMENT
The area from which a city or individual service attracts visitors or customers.

PARI-MUTUEL WAGERING
A betting system in which all bets of a particular type are placed together in a pool and payoff odds are calculated by
sharing the pool among all winning bets.

SLOT MACHINE
Any mechanical or electronic device in which outcomes are determined by a random-number generator located
inside the terminal.

TABLE GAME
A category of games that includes roulette or card games such as poker.

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
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players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

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

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

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

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

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

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

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

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

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