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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 Canadian Hotels and Motels industry is expected to rebound following a drastic decline in 2020,
growing an expected 26.7% in 2021. For more detail, please see the Current Performance chapter.

· Strong growth in inbound international travel and domestic consumer spending is expected to fuel strong growth in
industry revenue in 2021. For more detail, please see the Demand Determinants chapter.

· After falling sharply in 2020, profit is expected to recover in 2021 amid increased revenue and expectations for few
operational disruptions. 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 Hotels and Motels industry in Canada provides short-term lodging in facilities known as hotels, motels, motor

hotels and resort hotels. These establishments may offer food and beverage services, recreational services,
conference rooms and convention services, laundry services, parking and other services.

Major Players Marriott

Main Activities The primary activities of this industry are:

Providing short-term lodging for guests

Operating a bar and restaurant

Providing conference room facilities and event spaces

The major products and services in this industry are:

Five and four star hotel rooms

Three star and lower hotel rooms

Food and beverage sales

Conference room rentals
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Supply Chain

SIMILAR INDUSTRIES

Wine & Spirits Wholesaling in
Canada

Beer, Wine & Liquor Stores in
Canada

Full-Service Restaurants in
Canada

Single Location Full-Service
Restaurants in Canada

Coffee & Snack Shops in Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Global Hotels & Resorts Hotels & Motels in the US Casino Hotels in the US Boutique Hotels

Hotels and Resorts in Australia Motels in Australia Serviced Apartments in Australia Hotels in China

Motels in China Hotels in the UK Holiday Accommodation in the UK Hotels and Resorts in New Zealand

Motels, Hostels and Holiday
Parks in New Zealand

Hotels in Ireland    
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Industry at a Glance
Key Statistics

$11.3bn
Revenue

Annual Growth

2016–2021

-9.0%

Annual Growth

2021–2026

13.0%

Annual Growth

2016–2026

 

$1.1bn
Profit

Annual Growth

2016–2021

-12.3%

  Annual Growth

2016–2021

 

9.4%
Profit Margin

Annual Growth

2016–2021

-1.9pp

  Annual Growth

2016–2021

 

8,358
Businesses

Annual Growth

2016–2021

-1.6%

Annual Growth

2021–2026

6.0%

Annual Growth

2016–2026

 

136k
Employment

Annual Growth

2016–2021

-5.9%

Annual Growth

2021–2026

9.7%

Annual Growth

2016–2026

 

$4.2bn
Wages

Annual Growth

2016–2021

-5.3%

Annual Growth

2021–2026

10.4%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.5%
Consumer confidence index

0.8%
Per capita disposable income

10.4%
Corporate profit

-36.3%
International trips by Canadian
residents

-35.1%
Inbound international travel

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Industry Assistance
Medium / Steady   Regulation & Policy

Medium / Steady

  Technology Change
Medium   Barriers to Entry

Medium / Steady

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Globalization

High / Increasing

  Competition
High / Increasing

 

Key Trends

 Tntense competition from other countries to attract tourists
has put pressure on international visitors

 The industry is consolidating as larger hotel and motel
chains increase their foothold

 Industry competition has been increased by the proliferation
of online booking websites

 The expected recovery of the Canadian dollar will not help
encourage foreigners to make trips to Canada

 There will be opportunities for operators to build more
establishments

 The low-cost hotel and motel segment is also anticipated to
expand

 Lingering fears over the possible transmission of disease are
expected to negatively affect demand
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  High Profit vs. Sector Average

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  High Customer Class Concentration

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  International trips by Canadian residents

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Per capita disposable income
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Executive Summary Checking in: Industry revenue and profit will likely rise as consumer
confidence returns to growth

The Hotels and Motels industry in Canada has endured incredible volatility over the five years to 2021 due to the
global spread of COVID-19 (coronavirus). For the majority of the period, the industry grew steadily alongside growth
in international tourism and domestic per capita disposable income. However, the coronavirus pandemic resulted in
a massive decline in international travel, in addition to a huge decline in domestic demand for hotels and motels.
Ultimately, revenue is expected to decline 55.2% in 2020 alone, due to a 48.1% decline in total tourism expenditure
that year and an 84.4% decline in inbound international travel. In 2021, revenue is expected to grow but remain well
below the level it was at in 2019, as lingering fears over the possible transmission of disease are expected to
negatively affect demand for hotels and motels. Therefore, despite growth in every year of the period except 2020,
industry revenue is expected to decline at an annualized rate of 9.0% to $11.3 billion over the five years to 2021,
including growth of 26.7% in 2021 alone. Profit is also expected to suffer during the period as the pandemic is
expected to complicate operations.

Despite the prominence of large, well-known hotel chains, the industry has a low level of concentration and still has
many small- to medium-sized independent operators. This has kept the industry highly competitive over the past five
years. Price competition has eased, leading to higher revenue per available room and occupancy rates. However, a
steady increase in the supply of new hotel rooms has limited the ability of operators to bid up room prices. Also, the
proliferation of online booking websites has increased price competition among operators. Still, the global hotels and
motels landscape is changing and becoming more consolidated, giving larger players the ability to control parts of
the industry through loyalty programs and attractive pricing structures.

Industry revenue is expected to grow and profit is also expected to increase over the five years to 2026 as consumer
confidence and inbound international travel return to growth following the pandemic. Increases in consumer
spending are expected to sustain industry revenue growth as consumer fears regarding disease transmission are
expected to slightly lessen in the coming years. Therefore, industry revenue is projected to increase an annualized
13.0% to $20.9 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Per capita disposable income

The industry is sensitive to movements in the amount of per capita disposable income allocated to holiday and
pleasure travel by households. Income growth is influenced by changes in employment growth and tax and interest
rates. Per capita disposable income is expected to decline in 2021, after growing in 2020 due to stimulus payments
related to the spread of COVID-19 (coronavirus). This decline poses a potential threat to the industry.

 

Consumer confidence index

Changes in consumer sentiment influence decisions that individuals make concerning expenditure on entertainment
and travelling, particularly during a recession. The Consumer Confidence Index is expected to increase in 2021,
representing a potential opportunity for this industry.

 

Inbound international travel

Trends in international visitor arrivals and the length of their stays influence demand for accommodation. A rise in
inbound trips positively affects demand for hotels and motels and vice versa. The number of inbound trips by non-
Canadian residents is expected to increase significantly in 2021.

 

International trips by Canadian residents

Trips overseas taken by Canadians have a negative effect on the industry as they usually take the place of trips to
domestic locations. The amount of international travel by Canadians is highly dependent on fluctuations in the
exchange rate, the level of real household disposable income and prices of international airfares. The number of
international trips by Canadian residents is expected to increase in 2021.

 

Corporate profit

Corporate profit dictates how much businesses budget for expenses, such as corporate travel. Business travel is
expected to account for 24.1% of industry revenue in 2021. Confidence in future earnings means businesses are
more likely to permit employees to go on overnight trips to win and retain business, attend conferences and other
networking activities. Corporate profit is expected to increase in 2021.
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Current
Performance

Revenue is forecast to decline in the Hotels and Motels industry in
Canada over the five years to 2021, primarily as a result of the COVID-19
(coronavirus) pandemic and the resulting decline in inbound international
travel and consumer confidence.

Due to its heavy reliance on international tourists and business travellers, the industry is highly susceptible to the
health of the global economy. As a result, industry revenue is expected to remain well-below industry standards in
both 2020 and 2021. The global outbreak is expected to have an immense influence on all tourism-related
industries, as many countries suspended nonessential international and domestic travel. The industry is heavily
reliant on tourism, with almost 98.0% of the market attributed to either business or leisure travel. Many companies
also cancelled work events and conferences. As downstream consumers have cancelled or postponed trips,
demand for hotel and motel rooms has plummeted. Consequently, many hotel and motel operators have either laid
off or furloughed the majority of their staff as they have very little revenue coming in. Overall, industry revenue is
expected to decline at an annualized rate of 9.0% to $11.3 billion over the five years to 2021. In 2021 alone, revenue
is expected to grow 26.7%, though this rate of growth is amplified by the sharp decline in industry revenue in 2020.
In fact, industry revenue is not expected to return to the level it was at in 2019 until 2025, as many consumers are
expected to remain wary of staying in a hotel or motel room due to concerns over disease transmission.

INTERNATIONAL VISITORS

Regular international travel to Canada was one major reason for the
industry's strong performance for the majority of the period.

International tourists and business travellers account for a significant portion of industry revenue. While the number
of international visitors to Canada was on a downturn during the previous period, inbound international travel has
been on an upswing since 2014. Many factors have resulted in the recent uptick in inbound international travel, chief
among them the depreciating Canadian dollar between 2016 and 2020. However, the Canadian effective exchange
rate index is anticipated to increase in 2021, making trips into Canada more expensive for many international
tourists. Additionally, while inbound international travel is expected to grow in 2021, it is still expected to remain well-
below historical values.

However, intense competition from other countries to attract tourists has also put pressure on international visitors to
Canada. Due to globalization and rising global incomes, tourism has increased worldwide, with the number of
international tourist arrivals exceeding 1.0 billion for the first time in 2012. However, many travellers are now
increasingly visiting locations that are not considered to be typical tourist destinations, where tourism infrastructure
and safety have improved dramatically. Tourism growth in places such as South America and Asia has occurred at
the expense of previously popular Western destinations, including Canada.

CONSOLIDATION
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The industry is consolidating as larger hotel and motel chains increase
their foothold in a slow-growth environment.

In fact, the number of hotel ownership changes increased significantly during the five-year period, as financing
returned and investors increasingly sought to grow their scale and overall market share. However, the coronavirus
pandemic is expected to push many smaller operators out of the industry in 2020 and 2021. Consequently, the
number of industry operators is expected to decrease an annualized 1.6% to 8,358 companies over the five years to
2021. Measured by revenue, the top four players in the industry, Marriott International Inc., Wyndham Hotels &
Resorts Inc., InterContinental Hotels Group PLC and Hilton Worldwide Holdings Inc., are expected to account for
less than 10.0% of industry revenue in 2021. Most of these operators run a franchise business model, which
enables them to expand their geographic footprint and grow market share quickly while minimizing their capital
outlays. However, this also leaves these operators with very high fixed operating costs, something that has harmed
the industry's largest players since the coronavirus pandemic began.

PROFIT

Prior to the pandemic, industry profit remained relatively stead alongside
overall industry growth.

However, in 2020, profit plummeted as many operators endured high fixed costs associated with building leases
alongside a massive decline in revenue. In 2021, industry profit, defined as earnings before interest and taxes, is
expected to account for 9.4% of industry revenue, down from 11.3% in 2016. Still, the expected profit figure of 9.4%
in 2021 represents a huge improvement over the 2020 profit figure of 0.3% of industry revenue. Competitiveness
has also forced operators to lower pricing, dampening profit. Industry competition has been increased by the
proliferation of online booking websites, which often provide comparison tools to help consumers achieve the lowest
possible price. Still, other trends, such as growth in demand for boutique hotel and motel rooms, has provided new
opportunities for operators and may provide opportunities for growth moving forward.

WAGES

Industry employment and wages have grown over the past five years, with
the exception of 2020.

The industry is service based and hotel operators need to employ a range of staff to satisfy customers. Labour
needs to be managed through seasonal periods, meaning many industry staff are part-time or casual. Despite
improvements in technology and systems, the industry is still labour intensive, as many labour functions cannot be
outsourced or replaced by technology. In 2020, many operators were forced to lay off and cut wages of employees
due to the economic implications of the pandemic. Consequently, the value of industry wages is expected to decline
an annualized 5.3% to $4.2 billion over the five years to 2021.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Inbound
international

travel
(Thousand

people)
2012 15,626 7,652 9,070 8,569 169,213 N/A N/A 4,998 N/A 25.3
2013 15,962 7,989 9,498 8,654 171,392 N/A N/A 4,977 N/A 25.2
2014 16,394 8,443 9,675 8,939 168,050 N/A N/A 5,031 N/A 25.6
2015 16,992 8,430 9,644 9,008 176,483 N/A N/A 5,285 N/A 27.6
2016 18,127 8,898 9,782 9,058 184,323 N/A N/A 5,456 N/A 30.1
2017 18,791 9,329 9,928 9,190 185,677 N/A N/A 5,603 N/A 31.1
2018 19,314 9,598 10,147 9,360 183,721 N/A N/A 5,775 N/A 31.3
2019 19,946 9,728 10,211 9,493 184,506 N/A N/A 5,894 N/A 32.4
2020 8,938 4,252 8,062 7,709 116,111 N/A N/A 3,495 N/A 5.07
2021 11,325 6,115 8,828 8,358 135,951 N/A N/A 4,160 N/A 13.4
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Industry Outlook
Outlook The Hotels and Motels industry in Canada is expected to experience

strong growth over the five years to 2026, as demand is expected to
improve following a downturn due to the COVID-19 (coronavirus)
pandemic.

Consumers are expected to have more funds available for discretionary purchases due to consistent growth in per
capita disposable income, which is estimated to increase at an annualized rate of 0.8% over the next five years.
Furthermore, steady growth in the Consumer Confidence Index will likely increase industry growth. While disposable
income is expected to increase as economic growth accelerates, there is mounting concern that Canada is at risk of
another downturn, given that housing prices have the potential to continue rising over the coming years, becoming
even more overvalued. Additionally, consumer debt levels steadily increased over the five years to 2021 and are
anticipated to continue to increase. Should these trends become dominant, operators that rely heavily on domestic
travel may suffer declines in occupancy, as overall demand will likely be tempered by Canadians safeguarding their
wallets during this uneasy economic time.

However, the economy is still expected to improve, laying a foundation for reduced volatility, which affected both
revenue and profit over the past five years. Corporate profit is anticipated to bolster industry growth as it increases
at a healthy annualized rate of 2.6% over the next five years, enabling businesses to ramp up their expense
accounts. Furthermore, inbound international travel is expected to increase an annualized 21.1% over the five years
to 2026. As a result, industry operating profit is expected to improve. IBISWorld forecasts industry revenue to
increase an annualized 13.0% to $20.9 billion over the five years to 2026.

INTERNATIONAL TRAVEL

Hotel operators will be monitoring international tourist movements closely
over the next few years, as the Canadian tourism industry is expected to
endure significant challenges.

Competition from emerging tourism regions will only intensify as they develop sophisticated tourism infrastructure to
rival established tourist destinations. Further, the expected recovery of the Canadian dollar will not help encourage
foreigners to make trips to Canada. For the majority of the five years to 2021, arrivals from the United States slowly
increased. To continue the trend over the next five years, efforts are required by government bodies and industry
organizations to help boost tourism to Canada. Further, consumer weariness regarding possible disease
transmission from staying in hotel and motel rooms is expected to persist over the next five years. According to a
2021 report from the American Hotel and Lodging Association (latest data available), travel is not expected to return
to 2019 levels until 2024.

Despite these trends, there appear to be some potential opportunities for operators. A growing middle class in China
and other parts of Asia, has sufficient disposable income to spend on trips abroad, fuelling demand for Canadian
businesses that rely on inbound visitors. Chinese tourists typically spend more per stay on their trips abroad and are
more likely to stay in upscale city hotels than their regional counterparts.

ESTABLISHMENTS

As demand for hotels and motels increases steadily, there will be
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opportunities for operators to build more establishments and increase the
overall supply of rooms.

Although returns have not been as high in the Canadian hotel market as in emerging economies over the past five
years, investors recognize the country as a stable investment opportunity with solid fundamentals. Tired or outdated
hotels and motels will be rejuvenated and new concepts will be developed. While some areas already have sufficient
hotel rooms, other markets remain underserved. This is especially true in major metropolitan areas where
occupancy rates are high, such as Toronto, Vancouver and Montreal, which experience a higher percentage of the
country's overall tourism and business traveller market. The number of industry establishments is expected to
increase an annualized 6.5% to 12,098 locations over the five years to 2026.

PROFIT

Profit, measured as earnings before interest and taxes, is expected to
increase from 9.4% of revenue in 2021 to 12.4% in 2026, primarily driven
by the rebound from the coronavirus pandemic.

Furthermore, over the next five years, continued growth of specialty operations, such as extended-stay boutique
hotels, spa and health retreats and resorts, is expected to assist improvements in profitability. Conversely, the low-
cost hotel and motel segment is also anticipated to expand and endure more intense price competition over room
rates. The increase in demand is also expected to cause a surge in industry hiring activity, as wages are expected to
grow at an annualized rate of 10.4% to $6.8 billion over the five years to 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Inbound
international

travel
 (Thousand

people)
2021 11,325 6,115 8,828 8,358 135,951 N/A N/A 4,160 N/A 13.4
2022 16,461 8,752 10,384 9,678 177,331 N/A N/A 5,550 N/A 29.9
2023 18,625 9,817 11,035 10,239 194,301 N/A N/A 6,121 N/A 32.9
2024 19,148 10,104 11,317 10,498 199,688 N/A N/A 6,291 N/A 33.8
2025 20,555 10,860 11,822 10,945 211,538 N/A N/A 6,682 N/A 34.4
2026 20,875 11,057 12,098 11,205 216,260 N/A N/A 6,822 N/A 34.7
2027 21,016 11,166 12,355 11,453 219,969 N/A N/A 6,925 N/A 34.9
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry is growing in line with the overall economy

Relatively steady profit over the past decade

Consolidation is occurring

The Hotels and Motels industry in Canada is in the mature phase of its life cycle. In 2020, industry revenue was
severely affected by the COVID-19 (coronavirus) pandemic, which resulted in a sharp decline in inbound
international travel and domestic demand for hotel and motel rooms. Still, the industry is currently in a long-term,
low-growth phase and many geographic locales have reached or are approaching market saturation. For much of
the past decade, inbound international travel increased. Meanwhile, inbound travel from the United States has
slowed. Tighter border and passport regulations and increased competition from other tourism destinations have all
contributed to this trend. The industry is also consolidating, with a smaller number of operators controlling a larger
number of enterprises, which is a sign that the industry is mature. Over the 10 years to 2026, industry value added
(IVA), which measures an industry's contribution to the overall economy, is expected to grow at an annualized rate
of 2.2%. In comparison, Canada's GDP is expected to grow an annualized 1.9% during the same period. Therefore,
the industry is growing in line with the broader economy.

In 2020, industry profit fell to 0.3% of industry revenue, down from 11.3% in 2019, as operators struggled to maintain
operations due to the relatively high expenses that operators maintain for staff, properties and customer amenities.
Prior to 2020, Industry profit, which peaked in the mid-2000s as demand increased, had remained relatively steady
industry-wide over the past decade. The luxury segment, which generally has the industry's highest profit, has
attracted renewed interest from operators, such as Starwood Hotels and Resorts Worldwide LLC (Starwood) and
InterContinental Hotels Group PLC, as business travellers and affluent consumers remain a key source of the
industry's growth.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

International Airlines in Canada

Scheduled Air Transportation in Canada

Travel Agencies in Canada

Consumers in Canada

2nd Tier

Public Administration in Canada

Key Selling Industries
1st Tier

TV & Appliance Wholesaling in Canada

Computer & Packaged Software Wholesaling in Canada

Grocery Wholesaling in Canada

Beer, Wine & Spirits Wholesaling in Canada

Wine & Spirits Wholesaling in Canada

Furniture & Furnishings Wholesaling in Canada

Furniture Stores in Canada

2nd Tier

Plumbing, Heating and Air-Conditioning Contractors In
Canada

Remodelling in Canada

Electrical Contractors In Canada

Mattress Manufacturing in Canada

Computer Manufacturing in Canada

Household Furniture Manufacturing in Canada

Products & Services

  In the Canadian Hotels and Motels industry hotels and resorts can be
segmented via star ratings, which are determined by the quality of rooms,
facilities and services.

The type and range of services that hotels and motels offer differs considerably across geographic regions and star
ratings. A hotel is an establishment that provides lodging, in addition to, meals and other services for travellers and
other paying guests. Conversely, a motel provides lodging for motorists in rooms that usually have direct access to
an open parking area. A hotel or motel can be classified by many characteristics, including whether it provides full or
limited service, if it is located in a metropolitan area, its price or rate level, the number of rooms and whether it is
independent or part of a chain operation.

FIVE AND FOUR STAR HOTEL ROOMS

Overall, most of the industry's rooms are in the high-end range of four
stars or greater.

Four- and five-star rooms are estimated to account for more than half the industry's total revenue together and
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account for the majority of total hotel rooms. The largest segment in the industry is four-star rooms, followed by five-
star rooms. In the higher-quality room segments, hotel and resort operators can differentiate themselves from other
providers through the design of the rooms, facilities on site or the complimentary services provided as part of the
tariff. The share of revenue accounted for by this product segment is also skewed by the higher price of these
rooms, compared with hotel rooms that have a rating of three stars or below. In 2021, this product segment is
expected to account for 63.2% of industry revenue, down slightly from 63.3% in 2016. The spread of COVID-19
(coronavirus) has reduced consumer confidence and made consumers more likely to reserve a three star or lower
hotel room, which has contributed to the decline in revenue. Over the five years to 2026, IBISWorld expects
conditions to normalize and for this segment to grow as a share of revenue.

THREE STAR AND LOWER HOTEL ROOMS

Three-star and below accommodations provide considerably fewer
services and facilities and are usually priced accordingly.

This product segment accounts for a smaller share of the industry due to the lower revenue-earning potential of
budget hotels. This segment has performed relatively well over the five years to 2021, accounting for 14.6% of
industry revenue in 2021, up from 14.5% in 2016. Growth in this segment has occurred as consumers have lowered
spending on more expensive rooms due to economic uncertainty stemming from the COVID-19 (coronavirus)
pandemic. Over the five years to 2026, IBISWorld expects this segment to remain relatively steady as a share of
industry revenue.

FOOD AND BEVERAGE SALES

Most hotel operators seek to diversify their revenue through ancillary
services that complement their core accommodation services.

Most hotels have a full-service bar and restaurant, in addition to room service options. In 2021, food and beverage
sales are expected to account for 17.6% of industry revenue, up from 16.7% in 2016. In an increasingly competitive
industry, some hotels have sought to position their restaurant as the hotel's main attraction, with the aim of attracting
travellers that would otherwise stay elsewhere. Over the next five years, IBISWorld expects this product segment to
decline slightly as a result of growth in the five and four star hotel rooms segment.

CONFERENCE ROOM RENTALS

Conference room rental is a growing revenue stream and many hotels
market their ability to hold lucrative business conventions or meetings.

For conferences that attract hundreds or thousands of attendees, hotels will offer bulk discounts. Revenue derived
from conventions and meetings also includes catered food and beverages provided at these receptions. In fact, food
and beverages are anticipated to account for more than half the revenue from this product segment. This trend has
grown as hotels have refined their services to better cater for a range of conferences and events. In 2021, this
product segment is expected to account for 4.6% of industry revenue, down from 5.5% in 2016.

Demand
Determinants

Demand for the Hotels and Motels industry in Canada is derived from both
the domestic and international visitor market.

Domestic travel

About 50.0% of all domestic overnight trips involve the use of hotel or motel accommodation. Overall, in the
domestic market, most trips are undertaken for leisure purposes. In general, hotels that are major chains or are in
major cities have a greater number of business and international guests, while motels cater to domestic leisure
travellers that travel by automobile.

Demand for hotel and motel accommodation is dependent on factors that affect travel, such as changes in
household disposable income, which is influenced by changes in general employment growth and taxes, in addition
to movements in interest and tax rates. Changes in disposable income affect the number of trips a household takes
and its expenditures while travelling, which in turn affects the growth and economic influence of the tourism industry.

The price of fuel is also important, which affects household disposable income, in addition to general travel demand,
flows and patterns. Automobile travel makes up about 80.0% of all trips, while air travel makes up about 10.0%.
Both modes of transport demand high fuel inputs and any significant increase in the price of oil can curb consumer
spending on travel. Changes in the availability of leisure time also influence demand for industry services. Vacation
expenditure is also in competition with other leisure and recreational industries and competes for a share of



Hotels & Motels in Canada September 2021

19 IBISWorld.com

household disposable income.

A longer-term influence on travel patterns is the cost of taking a domestic trip compared with an international one.
The difference between the two is influenced by exchange rate movements, the availability of inexpensive airfares
and holiday packages and the supply of airline seats. The strong Canadian dollar has made it relatively less
expensive for Canadians to travel abroad over the five years to 2021.

Business travel

Domestic and international business travel, including trips to seminars and conferences, are expected to account for
24.1% of industry revenue in 2021. This travel is greatly influenced by changes in economic growth, business
confidence and corporate profit. Economic conditions directly affect the number of business trips taken, the length of
stay and budgeted travel spending. Increasingly, technologies, such as teleconferencing and conference calling, can
take the place of business travel.

International tourism

International tourism is one of the most competitive industries globally. International tourism is affected by factors
such as domestic travel and global economic conditions, especially changes in economic growth. Furthermore,
particularly in major visitor-origin countries or regions, international tourism is affected by changes in the Canadian
dollar against other major currencies, which has an effect on the cost of travel, in addition to the relative
attractiveness of travelling to competing destinations.

Other factors, such as heightened geopolitical tensions including wars and terrorism, whether feared or actual, affect
international travel plans. Promotional expenditures and activities on the part of governments and other
organizations, such as the holding of major or special events, can raise awareness and interest in travel. Finally,
supply factors are also of critical importance, including the availability of airline flights and seats at the times people
want to travel, as well as accommodations to and at their selected destination.

Health scares, such as the Ebola outbreak in West Africa and Zika virus in Latin America, also negatively influence
demand for travel. Currently, the spread of COVID-19 (coronavirus) is wreaking havoc on all tourism related
industries. The global outbreak has had an enormous influence on all tourism related industries as many countries
have suspended international travel and limited the number of flights. Many countries limited or closed their borders
to those that are not citizens or permanent residents to control the outbreak. The outbreak has led to a wave of
people cancelling their trips and people holding off on committing to any future trips. In 2021, conditions have
normalized somewhat, although demand for hotel and motel rooms still remains below historical values. In fact,
IBISWorld does not expect industry revenue to return to 2019 levels until 2025.

Major Markets

  The Canadian Hotels and Motels industry's market demand is segmented
by travel purpose.

  Holiday or leisure travel is the most common reason people stay in hotels and resorts, followed by business,
including work travel for transport crews; attendance at conferences, exhibitions and trade fairs; and training and
research related to employment. While the amount of travel has decreased significantly in 2020 and 2021 due to the
spread of COVID-19 (coronavirus), the market segments of travel have not changed substantially and are forecast
to return to industry standards once the pandemic can be better managed.

DOMESTIC LEISURE TRAVELLERS
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Domestic holiday or leisure travellers account for an estimated 68.6% of
industry revenue in 2021, remaining steady as a share of revenue over the
five years to 2021.

This segment includes travelling to visit family or friends, to go on vacation and nonroutine shopping. Most domestic
travel in Canada takes place via automobile, with only a small percentage of domestic travellers flying on
commercial aircraft or travelling by bus, train or boat. Motels specifically cater to this purpose and are located
conveniently next to major roads and highways.

DOMESTIC AND INTERNATIONAL BUSINESS TRAVELLERS

Business travellers, both international and domestic, are estimated to
account for 24.1% of industry revenue in 2021.

Hotels in major metropolitan areas have a disproportionate number of business travellers due to the large amount of
commercial activity that cities attract. Business travellers are more likely to stay in a boutique or in upscale hotel
chains on their trip and therefore, spend more per night than leisure travellers. The business segment experienced a
surge in growth over the early half of the five years to 2021, as corporate profit surged 19.3% in 2017. However,
growth has ultimately stagnated during the period, as industry trends are firmly established. This segment is
expected to account for a steady share of industry revenue over the five years to 2021. Over the five years to 2026,
this segment is expected to increase as corporate profit is estimated to grow.

Included within this segment is the meetings, incentives, conferences and exhibitions (MICE) market, which is a big
revenue earner for industry operators. The MICE market has become increasingly important over the past 10 years,
especially since many hotels are offering discounted room rates. The average business event visitor spends about
50.0% more per day than the average leisure traveller at a hotel. Hotel operators have identified this segment as a
growth market and have refined their facilities and services to suit.

INTERNATIONAL LEISURE TRAVELLERS

International tourists are expected to account for 5.3% of industry revenue
in 2021.

This segment has remained steady as a share of total revenue, as inbound traveller numbers to Canada have
endured similar trends as other industry drivers. International leisure travellers are more likely to stay in a hotel or
motel than domestic tourists and spend more per night per trip. An international trip is usually an indulgence,
meaning travellers are more prepared to spend on discretionary items such as hotel rooms and restaurant meals.
Also, international travellers do not typically have extensive personal connections at their destination, so they
normally need to pay for accommodation rather than staying with friends or family as many domestic travellers do.

OTHER

Other visitors include those travelling for education, personal
appointments, health-related reasons and leisure.

These visitors make up a relatively low percentage of industry revenue, accounting for 2.0% in 2021, remaining
steady as a share of revenue during the period.
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Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

As a service-based industry, the Hotels and Motels industry in Canada is not technically engaged in importing or
exporting products, so international trade is not relevant to the industry. However, many industry players have
operations abroad and earn a portion of their revenue overseas. Some Canadian hotel operators, such as Four
Seasons Hotels Limited and Starwood Hotels and Resorts Worldwide LLC, earn significantly more than 50.0% of
their annual revenue from hotels located overseas. Many large operators have established franchised operations
internationally. Given the mature stage of this industry's life cycle in the domestic market, many major operators
seek to increase growth through further global expansion.

The industry also derives a portion of its revenue from international visitors to Canada. The amount of revenue
earned from foreigners depends on international tourism patterns. Fortunately for hotel operators, inbound
international travel to Canada has been rising since 2014 with the exception of 2020. Inbound international travel
has increased for majority of the five years to 2021, largely due to the decline in the strength of the Canadian dollar
between 2016 and 2020, which made travel to Canada relatively less expensive. However, it is expected that in
2020, inbound travel will decrease dramatically due to the COVID-19 (coronavirus) pandemic. In 2021, inbound
travel is expected to grow more than 100.0% but remain far below the level it was at in 2019.

Business
Locations

  Establishments in the Hotels and Motels industry in Canada are distributed geographically according to popular tourist
destinations and important business locations of both domestic and international travellers. In general, domestic tourists are more
important than international tourists for the industry's bottom line, as domestic tourism travel accounts for most of industry
revenue. Some provinces, such as British Columbia and Alberta, have much larger shares of industry establishments than their
shares of the population would suggest, mainly due to the large number of holiday destinations they have. In 2021, British
Columbia and Alberta are expected to account for 24.0% and 13.8% of industry establishments, respectively.

International visitors are also important in the distribution of the industry. This means the major entry and exit points of Canada,
such as Vancouver, Toronto and Montreal, contribute to the distribution of hotels, as do the attractions of international significance
such as Niagara Falls, Grouse Mountain Resort, Banff National Park in the Canadian Rockies and Granville Island. Hotels in
Canada's capital cities generally have higher room occupancy rates than regional hotels. Business travellers have typically
agglomerated in cities due to the high amount of commercial activity they attract. Tourists are also flocking to cities such as
Toronto and Montreal in greater numbers at the expense of regional areas.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Hotels and Motels industry in Canada is subject to a low level of market share concentration. In 2021, the four
largest operators in the industry are expected to account for less than 10.0% of industry revenue. The smaller
economies of scale available in Canada somewhat precludes the possibility of larger hotel chains to dominate any
one market or one geographic segment. Additionally, the diversity of accommodation styles and standards means
that operators tend to focus on one market segment. For example, Starwood Hotels & Resorts Worldwide LLC
focuses exclusively on the luxury, upscale segment of the industry. Although industry concentration is low, it is
increasing as hotel buyouts and mergers become more frequent and operators join franchise and chain operators.
Major companies in the hotel sector are also increasingly seeking to operate on a global basis and win market share
in foreign markets, especially within the Asia-Pacific region. Operators with major international hotel companies are
expected to continue to merge. Although the biggest players account for an increasing share of the industry, their
expansion has been achieved through franchising. The franchise business model of the large hotel groups means
they can grow with limited capital outlays and lower risk. The day-to-day running of the hotel is left to the franchisee
that pays an annual marketing fee and royalties for access to the hotel's brand and marketing support.

Key Success
Factors

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

Access to multiskilled and flexible workforce:
Hotels and motels employ a large amount of casual and seasonal labour to meet periods of peak demand.

Being part of a franchised chain:
There are many benefits to being part of a chain or franchised group, namely brand recognition, national marketing
and quality control.

Receiving the benefit of word of mouth recommendations:
Good word-of-mouth recommendations are quite often the most successful promotional tool in the hospitality
industry.

Proximity to key markets:
The location, facilities and services offered to hotel and motel guests are very important.

Ability to provide testing or thermometers for on site employees:
The ability of operators to test employees will help keep operations running during the COVID-19 (coronavirus)
pandemic.

Adaptability of operations to comply with social distancing protocols:
The ability of operators to implement social distancing measures will help keep operations running during the
COVID-19 (coronavirus) pandemic.
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Cost Structure
Benchmarks

  Profit

Profit varies among operators, with luxury and upscale hotels normally
accessing higher profit. Larger operators usually benefit from
economies of scale and can spread out their overhead costs across a
larger revenue base. While operators have benefited from strong
corporate profit growth, rising per capita income and an increase in
inbound international travel for majority of the period, price competition
in the industry remains robust for industry operators. IBISWorld
estimates that industry profit, measured as earnings before interest and
taxes, will account for 9.4% of revenue in 2021, down from 11.3% in
2016. Profit fell dramatically in 2020 due to the COVID-19 (coronavirus)
pandemic. Revenue is expected to decrease 55.2% in 2020 due to a
decline in demand as consumer spending and tourism decreases. With
rising unemployment and falling consumer spending, it is expected that
consumers will limit discretionary spending, therefore, limiting profit.
Furthermore, profit is expected to suffer due to the high costs of
sanitation and inefficient methods to safely complete operations. To
stay operational while meeting coronavirus related health codes is
expected to increase costs. This includes labour, personal protective
equipment, sanitation and other expenses. However, IBISWorld
expected profit to experience a rebound once the pandemic ends, there
leading to a rise in profit over the five years to 2026.
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  Wages

The industry is service-based and operators need to employ a range of
staff to make customers feel at home. Labour is required in many
aspects of hotel management, from front-of-house activities, such as
front desk, concierge and related activities, to all back-of-house
activities, including general management, accounting, marketing, room
cleaning and servicing the kitchens, bars and restaurants. Many hotel
jobs have a low skill and training requirement and employees can be
hired on a part-time or casual basis to meet seasonal demand. Due to
this practice, many hotels have high staff turnover. Therefore, there is a
constant need for recruitment and training, which can be costly. Some
operators have outsourced part of their staff services to specialist staff-
recruitment agencies to lower recruitment costs. In 2021, IBISWorld
estimates that total industry wages will account for 36.7% of industry
revenue, up from 30.1% in 2016.

 

  Purchases

Purchases are a major industry cost and include items such as bedding
and other room supplies, in addition to food and beverages. Most hotels
provide room service and restaurant dining and will have higher
purchase costs. However, given that many the industry's
establishments, mainly motels, do not serve food, the industry average
for purchases is lower, at an estimated 14.4% of revenue in 2021, up
from 14.2% in 2016. Fluctuations in the cost of food and liquor can
influence industry revenue and profit. In the short term, many of these
cost increases cannot be passed on to the consumer. Therefore,
menus, portion sizes and other inputs into food service must be
continually monitored.

 

  Marketing

Marketing costs and royalty fees are another significant cost for those
industry participants that operate on a franchise basis. Franchisees
typically pay an annual fee of 4.0% to 6.0% of total revenue. The
industry average is significantly lower as less than half the industry's
hotels are franchised. Marketing costs are expected to represent 2.6%
of industry revenue in 2021, up from 2.5% in 2016.

 

  Depreciation

The level of depreciation a hotel operator is exposed to depends
heavily on if they own the freehold to the premises. A greater
percentage of hotel operators are choosing to rent rather than own the
actual hotel property they manage, preferring to outsource the property
risk to investors. The industry's average level of depreciation has,
therefore, remained relatively high over the past five years.
Nevertheless, due to other operating efficiencies achieved during the
early half of the five-year period, depreciation costs are expected to
represent an estimated 7.9% of industry revenue in 2021, up from 7.7%
in 2016. Other hotel investments that contribute to the high depreciation
level include fixtures and fittings for rooms, restaurant equipment and
capital improvement expenditure.
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  Rent

Rent expenses are expected to account for 3.1% of revenue in 2021,
up from 3.0% in 2016. However, this varies considerably across the
industry due to the different ownership structures.

 

  Utilities

Utilities are expected to account for 3.9% of revenue in 2021, remaining
steady as a share of revenue over the five years to 2021.

 

  Other Costs

Operators are also subject to a range of other costs associated with the
normal course of doing business such as repair and maintenance fees
and professional and business fees, such as those paid to lawyers,
accountants and consultants. Other costs include insurance and
administrative overheads. Other costs are expected to account for
22.1% of revenue in 2021, down from 27.3% in 2016.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  The Hotels and Motels industry in Canada is highly competitive, with
competition coming from within the industry and from operators in similar
industries.

INTERNAL COMPETITION

Price is often an important competitive factor, with hotels and motels
often competing aggressively on price via discounting.

Guests rarely pay standard rates for rooms, as discounts are usually available directly through hotels or via
discounting websites. Price-based competition is usually related to changes in tourist demand, seasonal variation in
guest arrivals and localized oversupply of accommodation.
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Location is another important competitive factor for a hotel or motel. Establishments are usually located in areas
where tourists and business people are concentrated. Hotels take advantage of agglomeration, meaning they will
usually benefit from being located within proximity to competitors. The highest occupancy rates are found in major
cities such as Toronto, Montreal and Vancouver and in destination locations such as Niagara Falls. The star rating
of a hotel is also important, as it states what quality of facilities and services can be expected. The way a hotel
positions itself in relation to its competitors is increasingly important. The industry is now dominated by chains, which
portray a consistent brand and usually have the same star rating across all locations.

Some hotel chains have more than one brand and position each line of hotels in line with their target market. Service
is one of the most important competitive factors for the luxury hotels segment. Boutique hotels need to provide
world-class service to guests who expect seamless and enjoyable stays. Hotel staff are trained to be professional,
courteous and accommodating and to portray concern for the wellbeing of guests. Due to travellers' changing
booking habits and preferences, it is important to have a presence on the internet to enable guests to view the
property's facilities, services and rates and to help customers make and pay for reservations.

EXTERNAL COMPETITION

The industry competes in the wider and highly segmented tourist
accommodation market, which includes RV parks, bed and breakfast
establishments and hostels.

Due to the increased use of the internet by travellers, online platforms that permit people to rent out their
accommodation to travellers, such as Airbnb, have added an additional layer of competition to the industry. Many
tourists are now bypassing the formal tourist accommodation segment altogether due to the lower prices and at-
home feel of this style of accommodation.

Barriers to
Entry

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

  The Canadian Hotels and Motels industry's barriers to
entry are moderate and steady. While there is
considerable competition in major cities and large capital
investment required, many establishments can be leased,
which provides a quick and more affordable method of
entry into the industry. Most established hotel operators
have extensive financing arrangements with investors that
rarely go unfulfilled. In addition, there are no large
regulatory barriers or formal qualifications required to
operate in the industry, although experience and training
in other aspects of the hospitality sector are desirable.

Development and investment in a good-size hotel
involves significant investment for land purchase,
construction and outfitting costs. Entry costs into the
industry can be lowered through entering into
management agreements or franchising agreements with
building owners. Entry may also occur for investors
investing in individual rooms or suites with guaranteed
short-term returns. The split in responsibilities between
actual hotel building owners, investors and operators or
managers assists entry into the industry.

One of the biggest barriers to entry for a new hotel is
establishing both brand recognition and a client base. Due
to the dominance of existing hotel giants and their
extensive networks, establishing a reputation can be
challenging, especially because many regular travellers
are members of a hotel chain. A new hotel will struggle
unless it can provide an offering unique to what the
industry already provides or can establish a location not
already provided by other operators. The industry already
caters to a range of markets and needs. Therefore, the
best opportunities often lie in targeting a niche segment
as many boutique hotels have been successful in doing
so over the past decade.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry Globalization in this industry is    High and the trend is Increasing



Hotels & Motels in Canada September 2021

28 IBISWorld.com

Globalization
  The Hotels and Motels industry in Canada has a high level of globalization. Most major operators in the industry

operate on a global scale. There are many foreign-owned companies operating in the domestic industry, with most
originating in the United States. Canadian-owned hotel operators, such as Four Seasons Hotels Limited and FRHI
Hotels & Resorts, earn most of their revenue overseas. The Canadian market is too small and limiting for operators
that want to maximize revenue and profit. It is expected that the industry will become increasingly globalized over
the five years to 2026 as domestic operators chase higher profit and revenue growth overseas.

In 2021, the globalization of the industry is expected to be in decline due to the global spread of COVID-19
(coronavirus). The World Health Organization defined the spread of the coronavirus as a global pandemic in early
2020. The coronavirus pandemic has had an immense influence on the industry as a whole, as Canada closed its
border to international travelers and limited the scope of the market for industry services. Many other countries
across the world closed or limited their border to nonresidents for various timelines.
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Major Companies

Major Players Marriott International Inc.

Market Share: 4.7%

Brand Names Marriott, The Ritz-Carlton, Courtyard,
Renaissance, Residence Inn, TownePlace Suites,
Fairfield Inn and Suites, Springhill Suites, Starwood
Hotels and Resorts Worldwide Inc.

  Marriott International Inc. (Marriott) is a lodging company based in Bethesda, MD, with more than 7,600 properties in
130 countries. The company is one of the largest global hoteliers in the industry, with Hilton Worldwide Holdings Inc.
(Hilton) trailing slightly in terms of number of rooms. Marriott operates and franchises its hotels under various
brands, including Marriott, the Ritz-Carlton, Renaissance, Courtyard, TownePlace Suites and Bulgari. It also
develops and operates vacation ownership resorts under the Marriott Vacation Club, Horizons, the Ritz-Carlton Club
and Grand Residences brands, while also running Marriott Executive Apartments. According to Marriott's 2020
annual report (latest data available), the company employs about 121,000 workers worldwide, of which the vast
majority are located in the United States. Marriott's operations constitute most segments of the accommodation
market, including luxury, full service and limited service, to suit a variety of travellers and budgets. While such
diversity typically provides some insulation from economic downturns, many of the company's hotels were forced to
cut room rates to remain competitive and maintain positive cash flows during the recession.

Over the past decade, Marriott has grown significantly, including adding 78,142 rooms to its global portfolio in 2019
alone. This growth includes five properties from its May 2012 acquisition of the Gaylord Hotel brand, which
expanded Marriott's convention business, in addition to 37 properties and 9,590 rooms resulting from the company's
acquisition of Delta Hotels and Resorts in 2015. Marriott acquired Starwood Hotels & Resorts Worldwide LLC
(Starwood), a Stamford, CT-based lodging company, in 2016. Starwood is one of the world's largest hotel
companies and only operates in the luxury and upscale hotel segment. Its brands are leaders among upper-scale
and luxury development hotels, including St. Regis, the Luxury Collection, Sheraton, Westin, Le Meridien, W, Four
Points by Sheraton, Aloft and Element. In 2015, Starwood announced plans to merge with Marriott to increase its
offerings and create a better-rounded portfolio between the two companies, effectively creating the largest hotel
company in the world. Though the completion of the merger was scheduled for summer 2016, potential hurdles put
the merger at risk of becoming derailed. The most prominent hurdle was a failed counteroffer by Anbang Insurance
Group Co. Ltd., which recently acquired Strategic Hotels & Resorts Inc. from the Blackstone Group and the Waldorf
Astoria New York from Hilton Worldwide Holdings Inc. Nevertheless, the merger was completed in September 2016.
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Consequently, Marriott has begun the long process of linking its loyalty programs and unifying corporate structures.

Save for these acquisitions, much of the company's recent growth has mainly been due to organic expansion rather
than major acquisitions. Canada, together with the United States, make up the North America segment for the
company. Among these properties are popular Marriott brands, such as SpringHill Suites and the Fairfield Inn and
Suites, in addition to other higher-end hotel brands. In 2020, Marriott operated 585,132 rooms across 2,149
properties.

Financial performance

Due to the nature of Marriott's business structure, with its focus on management, franchising and licensing,
IBISWorld captures the company's market share through estimated network sales rather than revenue earned. Over
the five years to 2021, Marriott's industry-relevant system-wide revenue is expected to decrease at an annualized
rate of 6.9% to $537.9 million, due to the COVID-19 (coronavirus) pandemic. In fact, the company's industry-relevant
revenue fell 49.1% in 2020 alone as the number of inbound travelers plummeted amid the closure of the Canadian
border and various global travel restrictions. In 2021, Marriott's industry-relevant revenue is only expected to grow
0.6% as consumer fears regarding disease transmission are expected to linger into the future. Recent acquisitions
are expected to substantially increase Marriott's Canada-specific market share moving forward, once business
conditions begin to normalize. It is estimated that the company's operating income will decline during the period due
to the dramatic decrease in travel and the rise of unemployment as a consequence of the coronavirus pandemic.
The company's industry-relevant operating income, measured as earnings before interest and taxes, is expected to
decline at an annualized rate of 8.6% to $45.5 million over the five years to 2021.

 
Marriott International Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 770.3 N/C 71.2 N/C
2017 1,001.1 30.0 122.6 72.2
2018 1,015.7 1.5 115.8 -5.5
2019 1,050.6 3.4 90.2 -22.1
2020 534.6 -49.1 4.2 -95.3
2021 537.9 0.6 45.5 983.3

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

Other Companies InterContinental Hotels Group PLC

  Market Share: 1.8%
  InterContinental Hotels Group PLC (IHG), a UK-based company, is one of the largest hotel chains in the world,

measured by the total number of rooms. IHG owns, manages and franchises more than 5,900 hotels with about
850,000 rooms across 100 countries under a variety of brands, including Holiday Inn and Crowne Plaza. IHG's
portfolio of brands covers a wide range of key consumer segments active in the Hotels and Motels industry in
Canada. High-end luxury travellers visiting major cities are catered to by IHG's five-star InterContinental locations,
while its Holiday Inn brand accommodates midmarket consumers travelling for business or leisure. IHG's most
recent project, Hotel Indigo, is a boutique hotel concept with 50 locations that targets travellers with a preference for
edgy art and design. Revenue per available room (RevPAR) for all of IHG's brands increased strongly between 2016
and 2019, before falling more than 50.0% in 2020 due to the COVID-19 (coronavirus) pandemic.

IHG's industry-relevant hotels are located within the company's Americas segment, which includes all properties
located in North, South and Central America. The Americas segment has more than 4,000 hotels and 500,000
rooms. Within the Americas segment, properties located within Canada represent an estimated 20.0% of total
properties, the bulk of which are located within Ontario, Alberta and Quebec. While the United States still makes up
most of revenue within the Americas segment, Canada, along with the Caribbean and Mexico, are also key players
and contribute significantly to the company's overall profit. Therefore, IBISWorld estimates the company's total
industry revenue specific to Canada will total $198.7 million in 2021. This includes an expected 50.0% drop in 2020
due to the economic fallout of the COVID-19 (coronavirus) pandemic. However, growth of 12.8% is expected in
2021 as economic conditions are expected to improve alongside an increase in consumer confidence and spending.

Wyndham Hotels & Resorts Inc.

  Market Share: 0.9%
  Wyndham Hotels & Resorts Inc. (Wyndham) is a Parsippany-Troy Hills, NJ-based company with nearly 9,000 hotels

in 80 countries, comprising about 800,000 rooms. The company formed in 1990 as a hotel franchiser under the
name Hospitality Franchise Systems and later expanded into vacation rentals. Since then, the company has grown
mainly through acquisitions and now operates across the entire scope of the Hotels and Motels industry in Canada,
with brands in the upper-upscale, upscale, upper-midscale, midscale, economy and extended-stay segments of the
industry. Wyndham is the largest franchised hotel operator in Canada by number of hotels, which is currently about
500 locations.
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Wyndham has 30 primary brands, including Amerihost Inn, Days Inn, Knights Inn, Ramada, RCI, Fairfield
Communities, Super 8 Motels, Travelodge, Villager, Howard Johnson and Wingate Inns. The two largest brands are
Super 8 and Days Inn, which have about 2,000 locations each and are focused on the economy segment of the
industry. Wyndham's brands mainly cover the economy and midscale markets. It is also involved in timeshare via its
RCI and Fairfield Communities brands. In 2021, Wyndham's industry-relevant revenue is expected to total $100.6
million, following a decline of 33.9% in 2020 due to economic conditions related to the COVID-19 (coronavirus)
pandemic. In 2021, a modest recovery is expected, as many consumer fears regarding the safety and sanitation of
staying in a hotel or motel are expected to linger.

Hilton Worldwide Holdings Inc.

  Market Share: 0.8%
  Hilton Worldwide Holdings Inc. (Hilton) is a McLean, VA-based lodging company that owns, manages or franchises

about 6,500 properties, comprising more than 1.0 million rooms. According to the company's 2020 annual report
(latest data available), Hilton employs about 120,000 workers worldwide at its managed, owned, leased and
corporate locations, while another 141,000 individuals work in the company's franchised locations. Hilton owns 10
hotel brands, from luxury hotels to budget chains, which include Hilton, Hilton Garden Inn, Doubletree, Embassy
Suites, Hampton, Homewood Suites by Hilton and Conrad. It also has a timeshare operation that trades under the
name Hilton Grand Vacations. Most Hilton brands operate under franchise agreements with independent operators
and companies, with only the company's flagship properties being managed by the corporation.

Hilton was purchased in 2007 for $26.0 billion by private equity company the Blackstone Group LP (Blackstone) and
remained a private company until late 2013, when Hilton was listed on the New York Stock Exchange. Blackstone
used the proceeds to pay down the substantial debt the group had taken on during the initial purchase of Hilton.
During its ownership tenure, Blackstone increased the chain's room count by about one-third. This expansion was
mainly achieved through franchised and managed hotels, which require limited capital investment. IBISWorld
estimates the company's industry-relevant revenue to total $86.6 million in 2021. In 2020 alone, revenue fell 56.9%
as Hilton endured the difficulties of operating during the COVID-19 (coronavirus) pandemic. Due to the virus, Hilton
reduced corporate roles globally and furloughed workers, reduced hours and reduce corporate pay.

Accor SA

  Market Share: 0.1%
  In 2016, Accor SA (Accor), doing business as AccorHotels, acquired FRHI Hotels & Resorts (FRHI), a Toronto-

based hotel chain. The company was privately owned by Qatar-based Katara Hospitality and Saudi Arabia-based
Kingdom Holding Company and operated three major chains, including Fairmont Hotels and Resorts, Raffles Hotels
and Resorts and Swissotel Hotels and Resorts. Accor runs about 5,000 hotels worldwide, with 27 hotels in Canada.
All company brands operate in the luxury segment of the industry and therefore, earn a much higher revenue per
available room (RevPAR) than most competitors. IBISWorld estimates the company's total network revenue relevant
to Canada will total $14.1 million in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Hotels and Motels industry in Canada is subject to a
moderate level of capital intensity. For every $1.00 the
average operator in the industry spends on wages in 2021,
it will spend an estimated $0.23 on the use and
replacement of capital. Both labour and capital play an
important role in the industry. As a service-based industry,
hotel and motel operators are highly dependent on direct
labour input across all areas of operation, from front-desk
service, reservations, room service and cleaning, food
preparation, liquor and beverage service and back of
house operational management. Due to the service nature
of the industry, many of these labour-intensive functions
cannot be substituted by technology or machinery. To meet
customers' expectations and provide a hospitable stay,
trained staff are required. Labour costs can be managed by
bringing on an appropriate number of trained casual and
part-time staff at peak guest periods.

Capital costs are also high and operators are exposed to a
high level of depreciation. Investment in buildings, fixtures
and fittings, restaurant equipment and capital improvement
expenditure all contribute to high capital costs. However, a
greater percentage of hotel operators are choosing to rent
rather than own the actual hotel property they manage,
preferring to outsource the property risk to investors,
lowering their capital costs.
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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 High Innovation
Concentration

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

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

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

Very High Market
Concentration

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

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

Both the ease of entry and the rate of entry in the industry are moderate. While these factors do not significantly add to the
threat of disruptive potential, they do not detract from it either.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

The most relevant disruptive force in the Canadian Hotels and Motels industry
has been the pressure from home sharing companies' business models, such
as Airbnb Inc.

Due to the previous period's technological disruption, many traditional operators implemented technological change through
online bookings. However, the home sharing companies were one step ahead, altering the traditional structure of
operations by using the internet and the growing interconnection of people to shift the management of properties and
targeting different types of customers. The home sharing services enable consumers to rent rooms, apartments or entire
houses online, straight from the owner, evading traditional hotel booking. In response, incumbent operators have started
mimicking the business models in some areas of the business. While there is some room for innovation in the industry,
there will not be a drastic shift in market structure.

The level of technology change is    Medium

  Segments within the Hotels and Motels industry in Canada, especially major
global hotel operators, use sophisticated technology and systems, which are
used for property management, compliance, reservation systems, operation of
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customer loyalty programs, distribution, revenue management and guest
amenities.

Global operators also use technology to communicate among various locations across the world. The use of technology
within the industry has increased over the past decade as technology has become more efficient and has helped operators
to improve profit. However, the development and maintenance of these technologies can require significant capital as the
equipment becomes outdated or redundant.

Direct bookings on the websites of major operators has increased rapidly over the five years to 2021, with major players
reporting that a consistently growing portion of their reservations are coming from the internet. Many hotel groups release
their excess rooms at deep-discount prices and at short notice to other internet-based hotel accommodation sellers and
they still receive bookings via internet-based CRS systems. Internet-based bookings in all forms are expected to continue
to expand rapidly. Most hotel chains have developed systems that permit reservations to be made using internet-enabled
smartphones. Technology in relation to client and in-room services includes the provision of wireless access points for
internet access, now often for no additional charge.

One of the most significant systems changes in this industry is the ongoing separation of builders and investors in hotels,
motels, extended-stay facilities and the management and operation of these establishments. It has also extended toward
recent floats of hotel property trusts, but with mixed results and public floating of some major hotel management
companies.

Revenue
Volatility

The level of volatility is    High

  The Hotels and Motels industry in Canada is subject to a moderate to high
level of revenue volatility.

Typically, the level of revenue volatility is low to moderate, but it has been significantly increased by the COVID-19
(coronavirus) pandemic over the five years to 2021. In fact, industry revenue is forecast to decline 55.2% in 2020 alone,
before expected growth of 26.7% in 2021. International and domestic tourism numbers and business trips have a large
bearing on industry revenue and all these factors are subject to economic cycles. Tepid consumer confidence combined
with fears of disease transmission are likely to continue to influence industry performance in 2021 and beyond, as hotels
and motels represent a possible source of disease transmission. Overall, revenue is expected to fluctuate an average of
29.0% during each year of the period.

However, hotels and motels are a popular and long-established form of accommodation so are usually able to ride out short
term declines in demand by adjusting room rates. Volatility is expected to be moderate over the five years to 2026 as many
of the same demand conditions prior to the pandemic are expected to return.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Hotels and Motels industry in Canada is subject to a medium and



Hotels & Motels in Canada September 2021

35 IBISWorld.com

increasing level of regulation.

There are regulations covering a range of areas, such as permits and licences, occupational health and safety, food safety
and standards, sanitation, labour conditions, liquor licensing and franchising requirements. Most regulation is enacted and
enforced at the provincial level.

FOOD SAFETY AND STANDARDS

Health Canada is responsible for establishing standards for the safety and
nutritional quality of all foods sold in Canada.

The department exercises this mandate under the authority of the Food and Drugs Act and pursue its regulatory mandate
under the Food and Drug Regulations. Restaurant and food service inspection is carried out by provincial governments,
municipalities and regional health authorities. Consumers can report concerns about hotel restaurant food to their local
health department or to the Canadian Food Inspection Agency.

LABOUR RELATIONS

The industry employs a high number of young and low-skilled workers at
hourly rates and therefore, is subject to minimum wage and employee benefits
regulations.

Each province formulates and regulates its own minimum wage. As of October 1, 2019, Saskatchewan had the nation's
lowest minimum wage, at $11.32 per hour, while Alberta's minimum wage of $15.00 per hour was the highest in Canada,
according to 2020 data from the Retail Council of Canada (latest data available).

LIQUOR LICENSING

Hotel establishments that serve alcohol must obtain a liquor licence from a
provincial commission.

These laws provide practical rules for the responsible sale and service of alcohol and govern the time, place and maximum
amount of sale. There is an obligation to train employees under a Smart Serve program so they are competent in handling
alcohol-related problems. Many provinces also specify identification requirements to determine the eligibility of patrons.

FRANCHISING LAWS

Those restaurants that operate under franchise agreements are also subject to
franchise legislation.

Franchisors in Alberta, Ontario, New Brunswick, Prince Edward Island and Manitoba are required to provide prospective
franchisees with a Disclosure Document which provides a summary of information on the franchisor, its executive team,
history and existing franchise agreements. The laws are intended to address the perceived imbalance of power in the
franchisor-franchisee relationship.

Industry
Assistance

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

The Hotels and Motels industry in Canada does not receive any tariffs or major
government funding.

However, indirect assistance is provided through a variety of channels. In some provinces, funds collected by lodging taxes
are spent on promoting local tourism, which can directly and indirectly benefit this industry. Also, it is a direct beneficiary of
any promotional tourism spending by governments, to which operators may or may not have contributed funds.

Trade groups, such as the Hotel Association of Canada, also lobby on the industry's behalf. This is the sole national
association that represents all components of the lodging industry. This association includes individual hotel property
members, hotel companies, training organizations, students and suppliers. Its activities incorporate national advocacy,
public relations and image management, education and research and information.

Destination Canada's annual marketing budget is about $60.0 million. While its budget fluctuates from year-to-year and
peaks in times of major events, such as the 2009 Winter Olympic Games in Vancouver, its budget has been in long-term
decline. Also, Canada's spending on tourism lags similarly sized tourism markets, such as those of Australia and Ireland,
which spend about $150.0 million and $200.0 million, respectively. Nonetheless, these funds indirectly assist tourism
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operators, many of which do not directly contribute financially or link into any strategic promotional initiatives. This is
particularly the case with many small business operators. Some of these operators, however, may undertake their own
promotional activities in association with local councils or tourism organizations, as these better suit their markets and
budgets.

In response of the global spread of COVID-19 (coronavirus), the Government of Canada released the COVID-19 Economic
Response Plan to support Canadians and businesses suffering economic hardship due to the outbreak. The government
announced support for small businesses including new measures that help businesses stay open and keep their workers
employed. Included in these measures are expanding the Canada Emergency Business Account to businesses that paid
between $20,000 and $1.5 million in total payroll. The program was previously available to businesses with payrolls
between $50,000 and $1 million. Second, the government introduced the Canada Emergency Commercial Rent Assistance
program for small businesses. The program is expected to provide loans to commercial property owners, which will provide
lower rent for small businesses. The government would have to collaborate with provinces to introduce the program.
Additional support is available for businesses including the Canada Emergency Wage Subsidy (CEWS) which is a subsidy
that generally covers 75.0% of an employee's wages up to $847.00 per week.



Hotels & Motels in Canada September 2021

37 IBISWorld.com

Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Inbound
international

travel
(Thousand

people)
2012 15,626 7,652 9,070 8,569 169,213 N/A N/A 4,998 N/A 25.3
2013 15,962 7,989 9,498 8,654 171,392 N/A N/A 4,977 N/A 25.2
2014 16,394 8,443 9,675 8,939 168,050 N/A N/A 5,031 N/A 25.6
2015 16,992 8,430 9,644 9,008 176,483 N/A N/A 5,285 N/A 27.6
2016 18,127 8,898 9,782 9,058 184,323 N/A N/A 5,456 N/A 30.1
2017 18,791 9,329 9,928 9,190 185,677 N/A N/A 5,603 N/A 31.1
2018 19,314 9,598 10,147 9,360 183,721 N/A N/A 5,775 N/A 31.3
2019 19,946 9,728 10,211 9,493 184,506 N/A N/A 5,894 N/A 32.4
2020 8,938 4,252 8,062 7,709 116,111 N/A N/A 3,495 N/A 5.07
2021 11,325 6,115 8,828 8,358 135,951 N/A N/A 4,160 N/A 13.4
2022 16,461 8,752 10,384 9,678 177,331 N/A N/A 5,550 N/A 29.9
2023 18,625 9,817 11,035 10,239 194,301 N/A N/A 6,121 N/A 32.9
2024 19,148 10,104 11,317 10,498 199,688 N/A N/A 6,291 N/A 33.8
2025 20,555 10,860 11,822 10,945 211,538 N/A N/A 6,682 N/A 34.4
2026 20,875 11,057 12,098 11,205 216,260 N/A N/A 6,822 N/A 34.7

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Inbound
international

travel (%)
2012 1.17 1.25 -2.74 -2.11 -2.20 N/A N/A 0.06 N/A 1.00
2013 2.14 4.40 4.71 0.99 1.28 N/A N/A -0.42 N/A -0.60
2014 2.70 5.68 1.86 3.29 -1.95 N/A N/A 1.08 N/A 1.55
2015 3.64 -0.16 -0.33 0.77 5.01 N/A N/A 5.05 N/A 7.81
2016 6.68 5.54 1.43 0.55 4.44 N/A N/A 3.22 N/A 9.38
2017 3.66 4.84 1.49 1.45 0.73 N/A N/A 2.70 N/A 3.11
2018 2.78 2.88 2.20 1.84 -1.06 N/A N/A 3.06 N/A 0.62
2019 3.27 1.34 0.63 1.42 0.42 N/A N/A 2.05 N/A 3.69
2020 -55.2 -56.3 -21.1 -18.8 -37.1 N/A N/A -40.7 N/A -84.4
2021 26.7 43.8 9.50 8.41 17.1 N/A N/A 19.0 N/A 164
2022 45.4 43.1 17.6 15.8 30.4 N/A N/A 33.4 N/A 124
2023 13.1 12.2 6.26 5.79 9.56 N/A N/A 10.3 N/A 9.98
2024 2.81 2.91 2.55 2.52 2.77 N/A N/A 2.78 N/A 2.93
2025 7.34 7.48 4.46 4.25 5.93 N/A N/A 6.21 N/A 1.62
2026 1.55 1.81 2.33 2.37 2.23 N/A N/A 2.09 N/A 1.07

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 49.0 N/A N/A 92.4 32.0 18.7 29,535
2013 50.0 N/A N/A 93.1 31.2 18.0 29,038
2014 51.5 N/A N/A 97.6 30.7 17.4 29,938
2015 49.6 N/A N/A 96.3 31.1 18.3 29,947
2016 49.1 N/A N/A 98.3 30.1 18.8 29,598
2017 49.6 N/A N/A 101 29.8 18.7 30,177
2018 49.7 N/A N/A 105 29.9 18.1 31,432
2019 48.8 N/A N/A 108 29.5 18.1 31,942
2020 47.6 N/A N/A 77.0 39.1 14.4 30,102
2021 54.0 N/A N/A 83.3 36.7 15.4 30,597
2022 53.2 N/A N/A 92.8 33.7 17.1 31,297
2023 52.7 N/A N/A 95.9 32.9 17.6 31,501
2024 52.8 N/A N/A 95.9 32.9 17.6 31,504
2025 52.8 N/A N/A 97.2 32.5 17.9 31,588
2026 53.0 N/A N/A 96.5 32.7 17.9 31,546

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Hotel Association of Canada
http://www.hotelassociation.ca

Destination Canada
http://www.canada.travel

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

Tourism Industry Association of Canada
http://www.tiac.travel

American Hotel and Lodging Association
http://www.ahla.com

Industry Jargon COMPUTER RESERVATION SYSTEMS (CRS)
Computerized systems used to store and retrieve information and conduct transactions related to travel.

REVENUE PER AVAILABLE ROOM (REVPAR)
A measurement that is calculated by multiplying a hotel's average daily room rate by its occupancy rate.

ROOM RATE
Actual published room tariffs.

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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