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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 (coronavirus) pandemic:

• The disruptions caused by the COVID-19 (coronavirus) pandemic have contributed to an unprecedented declines
in industry revenue and employment. However, gradual recovery is underway as the economy reopens and vaccine
distribution expands. For more detail, please see the Current Performance chapter.

• Many industry operators permanently closed and laid off staff as due to poor financial performance and uncertainty
regarding the pandemic. Remaining operators have received support from the federal government in the form of
wage subsidies and emergency loans. Rising debt among industry operators may pose a further challenge in the
near term. For more detail, please see the Current Performance chapter.

• Depressed sales and rising food and labour costs have held down industry profit. Gradual recovery in financial
performance is anticipated in line with broader economic reopening. For more detail, please see the Cost Structure
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 Full-Service Restaurants industry in Canada includes restaurants that provide food services to patrons who

order and are served while seated (i.e. waiter or waitress service) and pay after eating. These establishments may
provide this type of food service to patrons in combination with selling alcoholic and other beverages.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Serving food and beverages to customers

Owning and operating full-service restaurants

Managing chain or franchised restaurants

The major products and services in this industry are:

Asian restaurants

Mexican and Latin American restaurants

Canadian and American-style restaurants

European restaurants

Other restaurants

Seafood restaurants

Steakhouses

Pizza restaurants
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Supply Chain

SIMILAR INDUSTRIES

Hotels & Motels in Canada Gambling in Canada Caterers in Canada Street Vendors in Canada

Bars & Nightclubs in Canada Coffee & Snack Shops in Canada Fast Food Restaurants in Canada  

 

       

       

RELATED INTERNATIONAL INDUSTRIES

Chain Restaurants in the US Single Location Full-Service
Restaurants in the US

Italian Restaurants Mexican Restaurants

Sushi Restaurants Premium Steak Restaurants Buffet Restaurants Pizza Restaurants

Korean Restaurants Restaurants in Australia Full-Service Restaurants in China Full-Service Restaurants in the UK

Cafes and Restaurants in New
Zealand

Restaurants and Takeaways in
Ireland
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Industry at a Glance
Key Statistics

$29.2bn
Revenue

Annual Growth

2016–2021

-2.2%

Annual Growth

2021–2026

4.8%

Annual Growth

2016–2026

 

$553.9m
Profit

Annual Growth

2016–2021

-13.4%

  Annual Growth

2016–2021

 

1.9%
Profit Margin

Annual Growth

2016–2021

-1.6pp

  Annual Growth

2016–2021

 

38,338
Businesses

Annual Growth

2016–2021

-1.0%

Annual Growth

2021–2026

1.8%

Annual Growth

2016–2026

 

531k
Employment

Annual Growth

2016–2021

-0.7%

Annual Growth

2021–2026

3.7%

Annual Growth

2016–2026

 

$10.7bn
Wages

Annual Growth

2016–2021

0.4%

Annual Growth

2021–2026

3.9%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.3%
Consumer spending

10.4%
Corporate profit

-0.4%
Per capita alcohol consumption

3.0%
Number of households earning
$100K or more

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Technology Change
Low   Industry Globalization

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Regulation & Policy

Medium / Increasing

NEGATIVE IMPACT

  Revenue Volatility
Very High   Industry Assistance

Low / Increasing

  Barriers to Entry
Low / Steady   Competition

High / Increasing

 

Key Trends

 Consumer preferences have changed noticeably over the
past decade

 Rising food prices due to upstream supply disruptions have
been partially passed on to diners

 New entrants are gradually expected to join the industry as
demand for full-service dining returns

 Broader economic growth is anticipated to be the primary
driver of steady industry expansion

 In line with growing demand for industry services, industry
wages are expected to increase

 Franchise operators are expected to play an increasingly
large role

 As the broader economy expands, industry revenue is
anticipated to partially recover
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Volatility

  Low Imports

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Barriers to Entry

  Low & Steady Level of Assistance

  High Competition

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Per capita alcohol consumption

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Corporate profit
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Executive Summary Just desserts: Broadly distributed economic growth is anticipated to drive
demand for industry services

The Full-Service Restaurants industry in Canada has experienced an overall decline in performance over the five
years to 2021 as the COVID-19 (coronavirus) pandemic erased several years of steady growth. Prior to the
pandemic, rising levels of per capita disposable income and consumer spending drove industry expansion. The
pandemic, however, created an unprecedented and precipitous fall in industry revenue, which led to widespread
layoffs and closures. While remaining operators have adapted to unfavourable operating conditions by offering
takeout and delivery options, depressed sales and rising costs have led to poor profitability among industry
establishments. However, as the broader economy expands, industry revenue is anticipated to partially recover. As
a result of these dynamics, industry revenue is estimated to decline at an annualized rate of 2.2% to $29.2 billion
over the five years to 2021, including an increase of 30.7% in 2021 alone as recovery gets underway.

The industry is highly fragmented due to the substantial number of small, independent single-location restaurants
that operate in the market. Since there are limited economies of scale that can be gained from running more than
one location, the industry's largest players are generally franchises that earn most of their revenue through royalty
fees. Following widespread industry exit due to the pandemic, the number of industry enterprises expected to
decrease, falling at an annualized rate of 1.0% to 38,338 companies over the five years to 2021, with prior years'
gains largely offset by recent, but sharp declines in the number of industry players.

As uncertainty diminishes and vaccine distribution increases, the industry is expected to expand as household
dining habits return over the five years to 2026. Furthermore, consumer spending is projected to continue growing at
a steady rate over the next five years, driven by relatively declining unemployment and elevated levels of disposable
income. Furthermore, strong growth in the number of households earning more than $100,000 will likely lead to
greater spending in the industry's high-end segments. However, broadly distributed economic growth is anticipated
to drive demand for industry services. Overall, industry revenue is forecast to increase at an annualized rate of 4.8%
to $36.8 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Consumer spending

The Full-Service Restaurants industry in Canada is sensitive to changes in consumer spending. When economic
conditions are favourable, consumers are more likely to spend money eating out at restaurants. Conversely, during
a recession or when economic growth is anemic, consumers are more likely to eat at home. Consumer spending is
expected to increase in 2021 as the Canadian economy gradually recovers from the COVID-19 (coronavirus)
pandemic.

 

Corporate profit

The industry derives a share of its annual revenue from corporate customers and business people who entertain
clients at restaurants. Growing corporate profit provides the private sector higher financial resources. Confidence in
future earnings means businesses are more likely to expand their businesses and raise their employees' salaries.
Corporate profit is expected to increase in 2021 after declining in 2020 due to the coronavirus pandemic, posing a
potential, but diminishing threat to the industry as the broader economy improves.

 

Number of households earning $100K or more

Full-service restaurants tend to draw customers from higher-income households. Given this factor, growth in the
number of households earning more than $100,000 will likely benefit the industry. The number of households
earning $100,000 or more is expected to increase in 2021, representing a potential opportunity for the industry.

 

Per capita alcohol consumption

Sales of alcohol, including wine, beer and spirits, garner relatively high product prices. Therefore, most restaurants
will try to maximize this revenue stream. Additionally, alcohol sales are not generally limited by cyclical shocks to the
economy, providing operators with a relatively stable source of income. Per capita alcohol consumption is expected
to increase modestly in 2021.
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Current
Performance

The Full-Service Restaurants industry in Canada has experienced a period
of stead growth followed by a precipitous decline over the five years to
2021.

The COVID-19 (coronavirus) pandemic drove a major decline in industry revenue in 2020 as social distancing
protocols and business restrictions led to a collapse in consumer demand for in-person food services. Prior to the
pandemic, rising levels of consumer spending and strong growth in the number of high-income households
encouraged more consumers to increase discretionary spending on restaurant dining experiences, generating
significant demand for industry services. However, the trend was reversed in 2020, with industry revenue falling
37.7% compared with the previous year as Canadians avoided eating out. Taking into account these dynamics,
industry revenue has declined at an annualized rate of 2.2% to $29.2 billion over the five years to 2021. However,
the industry is anticipated to partially recover as restrictions ease and vaccine distribution rises, with revenue
anticipated to increase 30.7% in 2021 alone as demand returns amid challenging operating conditions.

The coronavirus pandemic has posed an unprecedented obstacle for industry operators. As sales plummeted
beginning in March 2020, previous years' steady growth collapsed. Social distancing measures and uncertainty
curtailed demand for in-person dining; given the low-margin nature of the industry, operators experienced immediate
financial consequences due to the sharp drop in business. While many operators opted to remain open and provide
takeout and delivery service, others temporarily closed given mounting financial pressure in the absence of
prepandemic sales levels. Support from federal and provincial governments assisted remaining operators through
wage subsidies and emergency loans. However, historically unfavourable operating conditions led industry
employment to fall an estimated 24.4% in 2020 in addition to the number of industry establishments decreasing an
estimated 12.5% that same year. Further pressure on industry operators is reflected by the average industry profit
margin, measuring earnings before interest and taxes, falling from 3.0% of revenue in 2019 to a loss of 4.5% in
2020.

As the broader economy recovers in 2021, the industry is expected to experience improved performance while still
remaining at a depressed level of business compared with before the pandemic. As business restrictions are lifted
and vaccine distribution increases, in-person dining is expected to gradually return, with takeout and delivery
services remaining a large share of sales. Volatile labour market conditions have contributed to staffing difficulties,
as previously laid-off employees weigh alternative sources of employment and expanded unemployment insurance
encourage higher reservation wages, or the amount acceptable to take a given job, among prospective restaurant
workers. As a result, operators have raised wages, with partial assistance provided by continuing government wage
subsidies. Nonetheless, staffing issues are expected to persist, with industry establishments remaining in a
financially precarious position given insufficient levels of business despite broader reopening.

Cost pressures due to higher food prices and labour expenses have contribute to a rise in menu prices as operators
struggle to maintain profit as demand continues to recover. Given full recovery of industry performance is unlikely to
occur in the near term, industry trade association Restaurants Canada has advocated for the federal government to
provide sector-specific support measures that include extended wage subsidies, partial forgiveness of government-
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backed loans and further tax credits to assist in offsetting the burdensome costs incurred as a result of pandemic-
related disruptions.

CONSUMER TRENDS

Prior to the start of the coronavirus pandemic, demand from households
steadily rose, leading to revenue growth.

Reduced levels of unemployment and rising disposable incomes during most of the period led to improved
consumer confidence, resulting in greater spending on more discretionary services, including dining out at full-
service restaurants. While the pandemic significantly disrupted this trend as consumer spending shifted away from
services, higher disposable income due to government fiscal support and the easing of pandemic-related restrictions
are expected to facilitate partial industry recovery. Overall, consumer spending is expected to grow at an annualized
rate of 1.3% over the five years to 2021, with a portion of this expenditure flowing to industry establishments.
Moreover, the number of households earning $100,000 or more is expected to rise at an annualized rate of 3.0%
during the same period, significantly bolstering demand for high-end restaurants. However, broadly distributed
economic growth is likely to most benefit the industry given the importance of food service expenditures due to the
range of industry establishments.

Many Canadians are spending a slightly smaller percentage of their food budgets on full-service restaurants than a
decade ago, which has somewhat constrained industry revenue growth in recent years. This trend has largely been
the result of mounting competition from quick-service restaurant chains and fast-food locations, which have become
increasingly convenient and inexpensive in recent decades, limiting demand for industry services. Consumer
preferences have also changed noticeably over the past decade, shifting toward more healthful, gourmet options.
Many quick-service restaurants have taken advantage of this trend by shifting menus away from fatty foods that
contain a high amount of salt and cholesterol, and focusing on quality products with an emphasis on nutritional
value. While full-service restaurants have adapted to this trend, higher prices kept these meals out of some
consumers' reach.

PROFIT UNDER PRESSURE

Depressed sales and rising costs have placed significant downward
pressure on industry profit over the five years to 2021.

Due to the competitive nature of the industry and increased competition from quick-service restaurants that offer
lower prices, many operators have been wary of raising prices to accommodate higher costs. However, prior to
disruptions, lower profit was not uniform across the whole industry as operators offering more value-added offerings
have been able to command higher price points. These competitive dynamics were overshadowed by the sharp
contraction of the industry in 2020, which led to widespread operating losses as top lines fell. Consequently,
IBISWorld estimates that industry profit, measured as earnings before interest and taxes, will account for 1.9% of
revenue in 2021, down from 3.5% in 2016. Many restaurants have attempted to capture higher profit by offering
expanded takeout and delivery options since the beginning of the pandemic. Rising food prices due to upstream
supply disruptions have been partially passed on to diners, though such adjustments have only marginally improved
financial performance given lower sales volumes and rising wages.

The industry remains relatively labour intensive, with wages accounting for an estimated 36.8% of industry revenue
in 2021. Additionally, industry wages have increased at an annualized rate of 0.4% to $10.7 billion over the five
years to 2021, with prepandemic growth trends mostly offset by the widespread layoffs and furloughs in 2020.
Moreover, many functions in this industry cannot be substituted by technology or machinery. Online orders, QR
code menus and contactless payment options have grown in popularity since the start of the pandemic among
industry operators, with the adoption of digital services complementing the services provided by industry employees

CONSOLIDATION

The industry is highly fragmented and is largely composed of small,
single-location restaurants that are generally family-owned and -operated.

However, consolidation has occurred in the market as the industry's largest players join forces or acquire smaller
companies to gain market share and access higher profit. For example, the industry's largest player, Recipe
Unlimited Corporation (Recipe Unlimited), purchased the second-largest owner of full-service restaurants, Prime
Restaurants Inc., prior to the beginning of the current period to create the largest company of its kind in Canada.
Recipe Unlimited now has more than 1,000 restaurants across various brands, including some of Canada's best-
known eateries, such as Swiss Chalet Rotisserie and Grill, Montana's BBQ & Bar and Kelsey's Original Roadhouse.
Additional merger and acquisition activity over the past five years has included Recipe Unlimited's $537.0 million
acquisition of St-Hubert BBQ in 2016, and the acquisition of the Keg Steakhouse and Bar. The number of industry
enterprises is estimated to decrease at an annualized rate of 1.0% to 38,338 companies over the five years to 2021,
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with previous years' growth offset by the large number of closures in 2020 as many restaurants became financially
untenable. As the industry continues to recover and return to profitability, new entrants are gradually expected to join
the industry as demand for full-service dining returns.

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 26,681 10,565 36,776 35,479 460,247 N/A N/A 9,052 N/A 1,024
2013 27,688 10,880 39,934 36,321 490,985 N/A N/A 9,275 N/A 1,051
2014 28,728 11,286 41,457 37,544 510,917 N/A N/A 9,639 N/A 1,078
2015 30,495 11,846 42,052 38,867 519,832 N/A N/A 10,046 N/A 1,103
2016 32,550 12,618 42,670 40,354 549,232 N/A N/A 10,530 N/A 1,126
2017 33,635 13,199 43,147 41,145 570,756 N/A N/A 10,996 N/A 1,167
2018 34,718 13,806 44,635 41,914 577,172 N/A N/A 11,559 N/A 1,197
2019 35,784 14,261 43,567 42,296 592,082 N/A N/A 12,145 N/A 1,217
2020 22,304 8,512 38,106 37,632 447,776 N/A N/A 8,862 N/A 1,144
2021 29,153 12,116 38,873 38,338 531,399 N/A N/A 10,730 N/A 1,200
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Industry Outlook
Outlook The Full-Service Restaurants industry in Canada is projected to

experience continued growth moving forward as recovery from effects of
the COVID-19 (coronavirus) pandemic gets underway.

Thus, consumer spending is forecast to rise at an annualized rate of 2.6% over the five years to 2026, while
corporate profit is expected to increase at an annualized rate of 2.6% during the same period, indicating steady
economic performance and opportunities for industry revenue to expand. Lingering uncertainty regarding the
trajectory of the pandemic in Canada is likely to slow the pace of recovery in the near term; however, marked
improvement in performance is forecast to be on the horizon. Overall, industry revenue is projected to rise at an
annualized rate of 4.8% to $36.8 billion over the five years to 2026.

DEMAND DRIVERS

Per capita disposable income is expected to rise at an annualized rate of
0.8% over the next five years, enabling a greater number of consumers to
increase discretionary spending on meals at full-service restaurants.

Households earning $100,000 or more are one of the biggest drivers of industry demand, particularly for the high-
end dining segment. This demographic is expected to grow at an annualized rate of 4.1% over the five years to
2026, which should further contribute to greater spending at restaurants. While higher income brackets are a major
contributor to restaurant sales, broader economic growth, alongside rising employment and income levels, is
anticipated to be the primary driver of steady industry expansion.

PROFIT

Most restaurants in the industry will likely carefully monitor input prices
over the next five years to maintain sustainable profit.

Rising food costs are the largest area of concern for restaurant operators, in addition to rising wages required to
retain employees amid volatile labour market conditions. Many restaurants are hesitant to pass on higher costs to
consumers in the form of higher prices due to the highly competitive nature of the industry; despite this tendency,
disruptions due to the pandemic have required price increases. As operating conditions normalize over the next five
years, cost pressures and resultant price rises are likely to diminish and present less of a burden as favourable
levels of business return.

In line with growing demand for industry services, industry wages are expected to increase at an annualized rate of
3.9% to $13.0 billion over the five years to 2026. While labour market conditions remain volatile in the wake of the
pandemic, as risks relating to the pandemic diminish, industry employment is expected to resume steady growth,
increasing an annualized 3.7% to 636,127 workers over the five years to 2026. Many operators will likely find it
difficult to cut labour costs, especially while trying to ramp up services to attract patronage. Unlike quick-service
restaurants, which have been able to attain lower operating costs by introducing more labour-efficient systems such
as self-service bays, full-service restaurants are less easily able to automate certain tasks. However, constraints
imposed by the pandemic have introduced various methods such as QR code accessed menus and contactless
payment, which are likely to complement the roles of restaurant personnel over the coming years. For these
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reasons, industry profit, measured as earnings before interest and taxes, is expected to increase slightly over the
next five years, accounting for an estimated 3.2% of revenue in 2026.

ESTABLISHMENT GROWTH SLOWS

While barriers to entry into the industry are relatively low, barriers to
success, or the ability to stay profitable and in operation for more than a
few initial years, are relatively high.

As the industry and broader food service sector reopens, the number of industry establishments is expected to
increase, rising at an annualized rate of 2.0% to 42,970 locations over the five years to 2026. Given the large
number of closures as a result of the pandemic, opportunities will likely arise for new restaurants to fill the gap left by
operators that exited the industry. Given the degree of uncertainty, increased entry is likely to gradually occur during
the outlook period as potential operators, or current owners interested in expanding, can confidently make the
investments necessary to profitably operate new full-service restaurants.

Franchise operators are expected to play an increasingly large role over the next five years. Major players, such as
Recipe Unlimited Corporation, have grown quickly over the past few decades, boosting their market share through
the franchise model. As capital becomes tighter and competition intensifies over the coming years, many potential
restaurant owners will likely seek the safety of an existing franchise to enter the industry. As a result, the number of
full-service restaurant franchises is expected to grow during the outlook period and account for a larger share of the
industry's total market. Online and mobile ordering and delivery options are likely to provide a major growth
opportunity for operators as convenience becomes a prime driver of industry growth.

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 29,153 12,116 38,873 38,338 531,399 N/A N/A 10,730 N/A 1,200
2022 32,092 13,083 39,750 39,132 567,360 N/A N/A 11,527 N/A 1,265
2023 35,149 14,538 41,917 41,060 608,296 N/A N/A 12,412 N/A 1,297
2024 35,764 14,785 42,342 41,450 618,681 N/A N/A 12,625 N/A 1,320
2025 36,297 15,009 42,703 41,777 627,696 N/A N/A 12,810 N/A 1,342
2026 36,791 15,213 42,970 42,016 636,127 N/A N/A 12,982 N/A 1,364
2027 37,135 15,359 43,202 42,221 642,701 N/A N/A 13,114 N/A 1,386
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is expected to grow in line with the overall economy

The industry is approaching a point of saturation

The industry is experiencing a period of consolidation

The Full-Service Restaurants industry in Canada is in the mature phase of its life cycle. The industry is currently in a
long-term, steady-growth phase, and many geographic locales have reached or are approaching market saturation.
The number of restaurants that a given city or town can accommodate is limited, meaning that population growth,
disposable income growth or a combination of the two, is required for the industry to grow. As the broader economy
and food service sector recovers from the effect of the COVID-19 (coronavirus) pandemic, the industry is expected
to return to its prepandemic growth trend.

Industry value added (IVA), which measures an industry's contribution to the overall economy, is expected to grow
at an annualized rate of 1.9% over the 10 years to 2026. In comparison, Canadian GDP is forecast to increase at an
annualized rate of 1.8% during the same period. Despite IVA growing in line with the broader economy, other factors
within the industry indicate that IVA is stable and that the industry is in a mature phase.

While the industry remains highly fragmented, consolidation is anticipated to continue, which is key indication that
the industry is mature. Prior to the five years to 2021, Recipe Unlimited Corporation, then operating under the name
Cara Operations Ltd., the largest player in the industry, acquired Prime Restaurants Inc., the second-largest industry
player, as a subsidiary. Since then, Recipe Unlimited has remained a major fixture in the industry, having made
further acquisitions that include Original Joe's, Elephant Castle and The Keg.

In recent years, full-service restaurants have experienced intense competition from quick-service restaurants, which
have developed their menus to include more high-end options at affordable prices. While the industry is expected to
remain fragmented over the five years to 2026, the predominance of chains is likely to increase as the franchising
model enables new restaurants to open quickly and efficiently.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Key Selling Industries
1st Tier

Beef & Pork Wholesaling in Canada

Fish & Seafood Wholesaling in Canada

Fruit & Vegetable Wholesaling in Canada

Beer, Wine & Spirits Wholesaling in Canada

Frozen Food Wholesaling in Canada

2nd Tier

Plumbing, Heating and Air-Conditioning Contractors In
Canada

Electrical Contractors In Canada

Animal Feed Production in Canada

Dairy Product Production in Canada

Coffee & Tea Production in Canada

Meat, Beef & Poultry Processing in Canada

Bread Production in Canada

Seafood Preparation in Canada

Masonry, Drywall, Insulation and Tile Contractors In
Canada

Breweries in Canada

Soda Production in Canada

Major Household Appliance Manufacturing in Canada

Frozen Food Production in Canada

Products & Services

  The Full-Service Restaurants industry in Canada is segmented based on
the main types of food served.

Furthermore, due to the diverse and fragmented nature of the industry, many restaurants do not fit neatly into one
category. For example, many Asian restaurants and steakhouses have a large component of seafood on their
menus. Moreover, fusion cuisine, which combines elements of different culinary traditions, has become increasingly
popular in recent years. Nevertheless, IBISWorld has segmented restaurants based on their core offering.

According to Restaurants Canada, in 2019 (latest data available) full-service restaurants typically earn 78.5% of total
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revenue from the sales of food and non-alcoholic beverages, 18.8% from sale of alcoholic beverages and the
remaining 2.8% from other sales. The industry excludes establishments where customers pay before eating and do
not receive table service.

ASIAN RESTAURANTS

Asian food is a diverse category that can be broken down into a wide
variety of regional styles based on the people and cultures of those
regions.

The most common types of Asian cuisine include East Asian, such as Chinese, Japanese and Korean restaurants;
Southeast Asian including Vietnamese, Thai and Malaysian restaurants; and South Asian, which includes Indian,
Pakistani, Sri Lankan and Bangladeshi restaurants. Other variations, such as Middle Eastern and Central Asian
cuisines, have been included in the Other category for the purposes of this report.

Asian food is the largest segment within the Full-Service Restaurants industry in Canada, accounting for 27.9% of
the industry's total revenue in 2021. The most popular types food within this category include Japanese, Chinese
and Indian, mainly due to the high number of immigrants from those countries in Canada. Asian restaurants are
especially popular in Vancouver and other regions where there is a significant population of Asian immigrants.
Furthermore, Japanese restaurants and sushi bars have become increasingly popular over the five years to 2021 as
the Canadian appetite for fresh, healthy food options has grown. Thus, this segment has grown as a share of
revenue during the period.

EUROPEAN RESTAURANTS

European cuisine, including Italian, French, Mediterranean and Spanish
restaurants, is expected to account for 10.4% of industry revenue in 2021.

The main category within this segment is French restaurants, which are especially prominent in southern Quebec,
Northern Ontario and New Brunswick. Further, nearly one-third of restaurants in Montreal are French or French-
influenced. Many European restaurants have evolved their recipes to suit North American tastes. For instance, the
modern Italian-American menu focuses heavily on pasta-based dishes and pizza, and tends to include greater
amounts of meat and garlic than traditional Italian dishes. Italian-American dishes also tend to be characterized by
large amounts of tomato sauce. This segment has remained steady as a share of revenue over the past five years
and remains popular with a broad percentage of the population.

CANADIAN AND AMERICAN-STYLE RESTAURANTS

Canadian restaurants have no definitive characteristics as cuisines vary
widely depending on the region.

Canadian cuisine has been heavily influenced by the western cultures of Britain, France and its closest neighbour,
the United States. As a result of more recent waves of immigration, however, Asian and Latin cuisines also have
had a big effect on local cuisines. However, as defined by IBISWorld, Canadian restaurants can be broadly defined
as those that serve Canadian and American-style comfort food such as poutine, French fries, burgers, pies,
pancakes, chicken, sandwiches and salads. This type of food is prevalent in Canadian culture, and therefore, been a
major driver of the industry's growth over the past 50 years. Though it accounts for a smaller share of the industry in
Montreal, it is popular across Canada and has been driven by chain restaurants such as Montana's BBQ & Bar and
Swiss Chalet. Nonetheless, this segment has declined slightly as a share of overall revenue over the past five years
as the popularity of ethnic cuisines has increased and consumer preferences have shifted toward healthier options.
Overall, Canadian and American-style restaurants are estimated to account for 7.6% of industry revenue in 2021.

PIZZA RESTAURANTS

Most pizza restaurants serve a menu of house and custom pizzas
alongside pasta, salad and other Italian-influenced cuisine.

Due to the wide influence of Italian immigrants in North American culture over the past century, many regional forms
of pizza have developed. Revenue from this segment has declined over the past five years as pizza has become
increasingly defined as a carryout or delivery food. Pizza franchises have contributed to this trend and now largely
focus on carryout or delivery services because they have been able to access higher profit through this business
model. Still, sit-down pizza restaurants remain popular in much of the country, as exemplified by one of the
industry's largest players, Boston Pizza International Inc., which has over 380 locations. Overall, pizza restaurants
are estimated to account for 11.6% of industry revenue in 2021.
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OTHER RESTAURANTS

The industry consists of a wide range of other restaurants serving a
variety of styles.

Seafood is popular in Canada, with Pacific salmon dishes especially common on the West Coast and Pacific
Northwest. In 2021, seafood restaurants are expected to account for 2.6% of industry revenue. Mexican cuisine is
not as popular in Canada as it is in the United States, mainly due to the greater distance from the country. However,
this segment is growing as Mexican food is refined to better suit Canadian tastes. In 2021, Mexican and Latin
American restaurants are expected to account for 3.4% of industry revenue. Steakhouses are estimated to
represent an additional 1.4% of industry revenue in 2021, with all other types of restaurants and chains collectively
accounting for the remaining 35.1% of industry revenue.

Demand
Determinants

Income and expenditure

The Full-Service Restaurants industry in Canada is sensitive to factors that affect the growth in household
disposable income because disposable income is required to finance restaurant and dining expenditures. Household
disposable income growth is affected by changes in the labour market, tax and interest rates, high and increasing
gas prices and changes in consumer confidence. Lower consumer confidence, weak levels of disposable income
and rising unemployment typically tighten household budgets, encouraging people to save more and spend less by
cooking at home rather than eating out, which hurts industry operators. This has been apparent in 2020 as chain
restaurants experienced severe declines in demand as consumer confidence plummeted and stay-at-home and
social distancing orders were issued due to the outbreak of COVID-19 (coronavirus).

Demographics

The changing age structure of the population influences industry demand. Two broad demographic trends have
encouraged industry growth over the past decade. First, the baby boomer generation has access to higher
disposable incomes than previous generations, meaning they are more likely to spend on eating out. Additionally,
when compared with previous generations, young adults aged between 18 and 30 are delaying marriage and having
children later. This enables young consumers to spend a greater proportion of their income on dining out. In fact,
young adults in this age bracket spend more of their food budget on eating out than any other age group.

Health consciousness

Rising health consciousness also has a direct effect on industry operators, as Canadian consumers have become
increasingly concerned about fat content, fried foods and salt content, especially when dining out. Therefore, rising
concerns over the nutritional value of restaurant meals are likely to influence demand for certain foods on menus,
encouraging industry players to alter their product mix. Rising health consciousness is also expected to affect the
overall performance of industry players by rewarding operators that expand their menu choices to include healthy
meal options, among other more indulgent food items.

Convenience

Convenience, value for money and time are other important demand determinants. Recent social trends, such as
busier lifestyles, heavier workloads and longer working hours, have helped boost demand for restaurant services
and convenience food, as time-poor consumers seek to cut down on cooking times and make better use of their
spare time. Moreover, restaurants have become more of a place for family get-togethers, special occasions and
social meetings for both cash-rich and time-poor consumers.
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Major Markets

  The major markets for the Canadian Full-Service Restaurants industry can
be segmented based on a wide variety of factors, such as income, age,
geographic location and family structure.

  Given the discretionary nature of the industry, an indication of major markets can be inferred on the basis of annual
expenditure on food and beverages from restaurants. According to Statistics Canada, the average household spent
an estimated 26.9% of their annual food budget on restaurant meals in 2019 (latest data available). This figure has
held relatively constant over the past decade and still lags behind restaurant spending by US consumers, though
recent disruptions to household expenditure on services is likely to have altered this trend. Overall, the distribution of
the industry's major markets has not changed dramatically in recent years as spending patterns within income
brackets are relatively well-established.

HIGHEST INCOME QUINTILE

Households tend to spend less of their overall income, but more of their
food budgets, on restaurant meals as their incomes rise.

Consequently, in 2021, consumers in the highest income quintile account for an estimated 34.4% of industry
revenue, declining as a share of revenue over the five years to 2021.

LOWEST INCOME QUINTILE

In contrast, those individuals in the lowest income quintile often need to
make significant sacrifices to afford meals away from home.

In 2021, consumers in the lowest income quintile are expected to account for 7.4% of industry revenue, also
decreasing as a share of revenue during the period.

MIDDLE INCOME QUINTILES

Collectively, the second, third and fourth quintiles are expected to
account for 13.5%, 17.4% and 27.2%. respectively, of industry revenue, or
58.2% in total, in 2021.

This market segment reflects the important middle class consumers to industry revenue performance. While these
consumers do not typically spend big on luxury food items, they contribute to steady demand for midrange
restaurants. This segment has grown as a share of revenue over the past five years.
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Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

As a food service industry, the Canadian Full-Service Restaurants industry is not technically engaged in importing or
exporting products, so international trade is not relevant to the industry. However, several industry players have
overseas operations and earn a portion of their revenue overseas. Many large-scale operators have also
established franchised operations internationally. Given the mature stage of this industry's life cycle in the domestic
market and changes in customer profiles and tastes, many major operators are seeking to increase their growth in
revenue and earnings through further global expansion.

The industry also derives a portion of its revenue from international visitors to Canada. The amount of revenue
earned from foreign consumers depends on international tourism patterns. Fortunately for restaurants operators,
inbound international travel has increased over most of the five years to 2021. As a result, travel to Canada has
become relatively affordable for international consumers, bolstering industry revenue growth. However, due to the
global spread of COVID-19 (coronavirus), Canadian borders remained closed for an extended period in hopes of
slowing the spread of the virus. Consequently, international tourism has been limited.

Business
Locations

  As a service-based industry, operators in the Canadian Full-Service Restaurants industry are generally dispersed in line with
Canada's population and income distribution. In 2021, Ontario and Quebec are expected to contain the largest concentrations of
industry establishments by an overwhelming margin, home to 38.7% and 22.4%, respectively. These provinces are home to the
country's two largest metropolitan areas, Toronto and Montreal, and cities such as Ottawa and Hamilton. Restaurants tend to be
more common in large urban areas where household income is higher and people converge to do business. Moreover, operators
often attempt to situate themselves in areas with a high rate of foot or automobile traffic, and this indicates that rents may be high
as restaurants are paying for the privilege of exposure. In contrast, outlying areas such as New Brunswick (1.4%), Newfoundland
(0.9%) and Prince Edward Island (0.5%) are expected to have a negligible share of industry establishments in 2021. The current
distribution of industry establishments is not expected to change significantly over the five years to 2026, as IBISWorld does not
expect any substantial demographic changes or population shifts to occur during the period.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Full-Service Restaurants industry in Canada has a low level of market share concentration since most
restaurants are independent, small- to medium-sized operations. Furthermore, since many of the industry's
enterprises are family-run businesses, there are also relatively few enterprises that have more than one location. In
2021, the industry's three largest players are estimated to account for less than 20.0% of total industry revenue, and
this share has increased marginally over the five years to 2021 due to the growing prominence of large-scale chain
restaurants within the industry. The franchise business model enables chains to expand rapidly in comparison with
independent restaurants. This is because the business risk is taken on by an independent franchisee, and the
supply chain systems, marketing and operational procedures are already in place. While the dominance of full-
service chain restaurants is not as high as in the Fast Food Restaurants industry in Canada (IBISWorld report
72221aCA), it has certainly increased over the past decade due to the expansion of players such as Recipe
Unlimited Corporation (Recipe Unlimited), Boston Pizza International Inc. and the Keg Steakhouse and Bar, which
was acquired by Recipe Unlimited in 2018. Prior to the current period, the top two industry players combined, further
increasing the degree of market share concentration within this industry. Recipe Unlimited purchased Prime
Restaurants Inc. from Fairfax Financial Holdings Limited (Fairfax) for an undisclosed sum. The combined entity
controls eight different full-service restaurant chains. Fairfax subsequently purchased the Keg Steakhouse and Bar
chain, which has more than 100 restaurants, to continue its involvement in the industry. Recipe Unlimited also
purchased minor player St-Hubert BBQ in 2016 and the Keg Steakhouse and Bar in 2018, significantly expanding
the company's position within the market for full-service restaurants.

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:
Access to suitably skilled and trained staff on hourly rates is required to meet peak customer demand periods.

Proximity to key markets:
It is important to be in a good, easily accessible location that is close to target markets.

Ability to control stock on hand:
Controlling orders, stock and food waste, which are major cost areas, can reduce unnecessary expenses.

Ensuring pricing policy is appropriate:
To maintain costs and profit on meals, owners must ensure that menu pricing and portion control process is
undertaken thoroughly.

Having a clear market position:
Clear market positioning with a target audience gives operators a competitive advantage over competitors.
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Cost Structure
Benchmarks

  Profit

Profit varies among players depending on the size of the restaurant,
with larger operators benefiting from economies of scale. Most
restaurants in the industry rely on high product turnaround to make a
profit. For this reason, operators are susceptible to any adverse
changes in demand. In 2021, profit, measured as earnings before
interest and taxes, is estimated to account for 1.9% of revenue, down
from 3.5% in 2016. The collapse in demand for full-service restaurant
services in 2020 led to the industry experiencing an estimated average
operating loss of 4.5%; as the industry reopens in 2021, performance is
anticipated to gradually improve, though not fully recovering as limited
capacity and other cost burdens compress profitability.

Rising operating costs, largely due to wage increases and pandemic-
related safety expenses, have forced some industry operators to raise
menu prices to stay afloat. Temporary closures and low numbers of in-
person dining have created a challenging operating environment for
restaurants. While provincial and federal government support has
partially mitigated these developments, low demand and lingering
uncertainty has led many operators to exit the industry. As spending on
industry services recovers, partially aided by delivery and takeout
service options, financial performance is anticipated to gradually
improve, though full recovery is not expected to occur until
prepandemic dining trends resume.
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  Wages

The industry is relatively labour intensive, with labour inputs required
across all areas of operation, including waiting tables, delivery, food
preparation, liquor and beverage sales, cleaning and operational
management. The industry is service-orientated, and therefore,
personal interaction is important and cannot be substituted.
Additionally, there are only limited opportunities for technology and
machinery to increase productivity and reduce labour costs. Ultimately,
wages are estimated to account for 36.8% of industry revenue in 2021.

Pandemic-related challenges have encouraged industry operators to
raise wages to attract and retain employees due to volatile labour
market conditions. However, IBISWorld expects wages as a share of
revenue to fall as a share of revenue over the five years to 2026.

 

  Purchases

In 2021, purchases of food, beverages, liquor and other inputs
represent the largest cost for industry operators. Food and beverages
are typically purchased from wholesalers that can guarantee prompt
delivery and quality. Fluctuations in the costs of food can significantly
influence industry revenue and profit. Additionally, many costs cannot
be passed on to consumers in the short term, especially in highly
competitive areas of the industry. Rising food costs are the biggest area
of concern for restaurant operators. For these reasons, menus, portion
sizes and other inputs into food service need to be continually
monitored, as food waste is a major source of inefficiency. Overall,
purchases are expected to account for 34.8% of industry revenue in
2021, having declined slightly from 35.3% in 2016. Additional
purchasing costs were incurred by reopening restaurants due to
increased sanitation needs, which included personal protective
equipment in response to the pandemic.

 

  Marketing

Compared with large-scale chain operators, single location full-service
restaurant operators generally spend a smaller percentage of their
revenue on marketing, advertising and promotion. Those businesses
under franchise agreements must also pay an annual franchise or
royalty fee, and contribute to national marketing campaigns. Overall,
expenses on marketing efforts are estimated to represent 2.2% of
industry revenue in 2021.
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  Depreciation

Depreciation of the industry's capital assets accounts for a small portion
of total industry revenue. Once a venue is set up, limited capital
expenses are required for ongoing operation. Typical capital
expenditure for a restaurant includes fitting out the restaurant, such as
installing a commercial kitchen and providing tables, chairs, crockery
and cutlery. Over the past decade, depreciation has fluctuated as a
share of industry operations and is expected to account for 2.9% of
industry revenue in 2021. Many operators have increased their
investments in industry relevant capital over the five years to 2021 to
update their restaurants and remain competitive.

 

  Rent

Rent costs are relatively high for the industry because of the need for
locations in high traffic areas with high visibility. This can include a
location near a main thoroughfare or in a location that benefits from a
high rate of foot traffic. As a result, expenses on rent are estimated to
represent 8.3% of industry revenue in 2021.

 

  Utilities

Fully operational kitchens, especially those that run for most of the day,
are also energy intensive and use a considerable amount of electricity,
gas and water. As a result, expenses on utilities are estimated to
represent 2.6% of industry revenue in 2021.

 

  Other Costs

Restaurant operators are exposed to a range of other costs incurred in
the normal course of business. These expenses include legal and
accounting fees, administrative expenses, insurance and repairs and
maintenance. As these are all necessary costs, most are relatively fixed
and therefore decrease or increase with revenue. Collectively, these
miscellaneous costs are expected to account for the remaining 10.1%
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 Full-Service Restaurants industry compete with
other restaurants primarily on the basis of price.

However, other factors, such as quality of service; food and beverage quality and style; product range and variety;
ambiance; and location, are also important bases of competition within this industry. Restaurants are involved in
marketing the meal experience, so it is important that the owner-operator understands a restaurant's positioning in
the marketplace and the clientele they are attracting or want to attract. Most importantly, a restaurant must
consistently deliver on the customers' expectations. For instance, the ability to customize an order has become more
important to consumers over the five years to 2021. The health and nutritional value of menu items has also become
increasingly important to customers during this period. As a result, many operators have begun emphasizing these
factors in their marketing and promotion.

Franchised, multiestablishment operators and single-location operators are also subject to a high degree of internal
competition. While franchised operators only account for a small proportion of total industry establishments, these
businesses account for a substantial share of the industry's total revenue. Full-service franchises have expanded as
a share of total industry revenue in recent years as the franchise business model enables for rapid growth, even
when the broader economy is not doing well. This business model, whereby the risk and capital requirements are
taken on by the franchisee, also enables large-scale franchisors, such as Recipe Unlimited Corporation and Boston
Pizza International Inc., to expand rapidly and profitably.

EXTERNAL COMPETITION

The industry also experiences heavy competition from external operators
in the broader food service sector, such as quick-service restaurants
(QSRs).

QSRs include fast food chains and other casual restaurants that offer takeout service, but not waiter service. Most
QSRs feature menus that are based on a type of food, such as sub sandwiches or chicken. In addition, while many
QSRs offer customization, the value proposition of these restaurants is quick service and relatively low prices. For
these reasons, many consumers trade down to QSRs when economic times are tough or when they are short for
time. Consequently, the growth of chain restaurants over the past 50 years has added a new level of competition to
the industry, as many franchises are publicly listed and have access to huge financial resources through which they
can outspend smaller restaurants and negotiate more favourable terms with suppliers. To compete with these
chains, many full-service restaurants emphasize their quality of service and unique product offerings. Lastly, the
industry also competes indirectly with households that prepare their own meals at home or purchase prepackaged
meals from supermarkets to consume at home, as well as convenience stores and other outlets that retail food.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Steady
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  Similar to many industries, the main barrier to entry that
new operators experience in the Canadian Full-Service
Restaurants industry is limited access to capital. Opening
a new restaurant is an expensive venture. Equipment
must be purchased, buildings must be leased and fitted
out and suppliers and staff paid with reserve capital until
the business can maintain a positive cash flow.
Fortunately, capital requirements can be alleviated to
some degree by renting or leasing equipment or by joining
a franchise. Most franchises also have existing
equipment, training and systems in place that new
operators can use to establish their operations. At the
same time, there are obvious disadvantages to joining a
franchise, namely the loss of control over the brand and
the annual royalty expenses. As a large amount of
revenue in this industry comes from owner-operators, it
may also be possible to enter through the purchase of an
existing business or closed restaurant operation.
However, some refurbishing costs may be associated with
this method.

Industry market share concentration is low, with the
largest companies accounting for under 20.0% of total
industry revenue in 2021. Though the predominance of
chains is growing, no one player dominates the industry.
While this level of competition does not restrict the ability
of new restaurants to open, the saturation of
establishments in many locations does pose a hurdle to
those restaurants that cannot offer a unique value
proposition.

Overall, the industry's barriers to entry are low.
Meanwhile, barriers to success, or the ability to stay
profitable and in operation for more than a few initial
years, are relatively high. An estimated 60.0% of new
restaurants close or change hands within three years of
opening. Even among those family-owned and operated
restaurants that are successful, owner burnout is
prevalent since the hours and workload are often
demanding.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  Most operators in the Canadian Full-Service Restaurants industry are small-scale businesses that are Canadian-
owned and earn most of their sales from domestic activity. Moreover, international trade is nonexistent due to the
service-based nature of industry activities. The number of international chains that operate in the domestic market is
also limited. As a result of these factors, the industry is characterized by a low level of globalization. In recent years,
some Canadian chains have expanded internationally in an attempt to improve profit and access faster-growing
regions, though this expansion has been mainly limited to the United States. Moving forward, IBISWorld expects the
industry's level of globalization to remain largely unchanged over the five years to 2026.
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Major Companies
There are no major players in this industry

Other Companies Recipe Unlimited Corporation

  Market Share: 3.4%
  Brand Names:  Swiss Chalet Rotisserie and Grill, Milestones Grill and Bar, Montana's BBQ & Bar, Kelsey's

Neighbourhood Bar & Grill, Harvey's, East Side Mario's, Bier Markt
  Recipe Unlimited Corporation (Recipe Unlimited), formerly Cara Operations Limited, is a catering and hospitality

company based in Vaughan, ON. The Phelan family founded the company in 1883 and has owned it since, except
for a period between 1968 and 2004 when the company was publicly listed. Recipe Unlimited became a public
company again in April 2015. The company originally earned most of its revenue by catering to the airline industry.
However, the company has focused on restaurants since the mid-1990s. Through acquisitions and organic growth
over the past few decades, Recipe Unlimited has become the largest full-service restaurant company in Canada,
operating more than 1,000 restaurants across the country.

Recipe Unlimited owns a diverse portfolio of full-service restaurants, with five of its restaurant brands ranked within
the top 12 brands in terms of total Canada sales. The company owns about 15 brands in total, serving a range of
cuisines. Its major brands include Swiss Chalet Rotisserie and Grill, Milestones Grill and Bar, Montana's BBQ & Bar,
Kelsey's Neighbourhood Bar and Grill and Harvey's. More than 50.0% of the company's locations are located within
Ontario, totalling more than 600 restaurants within the province, while the remaining restaurants are spread across
the remaining nine provinces.

Recipe Unlimited experienced steady growth prior to the pandemic-related disruptions in 2020, which contributed to
a significant drop in revenue growth due to temporary closures and a decline in consumer spending on restaurant
dining. In 2021, the company is expected to generate $979.2 million in industry-relevant revenue. To navigate
pandemic operating conditions, Recipe Unlimited has opened a multibranded takeout and delivery concept, Ultimate
Kitchens, which currently has four locations and serves The Burgers Priest, Swiss Chalet, East Side Mario's,
Montana's and Fresh Restaurants brands. The expansion of delivery and takeout services is anticipated to assist in
recovering growth as the industry struggles to adapt to further disruptions. The company accounts for 3.4% of the
market in 2021.

Boston Pizza International Inc.

  Market Share: 3.1%
  Boston Pizza International Inc. (Boston Pizza) is a Richmond, BC-based franchisor of casual dining pizzerias. The

company, which was founded in 1968 and is the largest full-service restaurant chain in Canada, is owned by the
Boston Pizza Royalties Income Fund, which is publicly listed on the Toronto Stock Exchange. Boston Pizza has
more than 380 locations in Canada, of which only three are corporate owned and operated. This business model
has enabled the company to expand rapidly over the past few decades. Boston Pizza also has about 50 locations in
the United States and one in Mexico. The chain's menu consists of a range of traditional pizza, pasta and salad
dishes, complemented by burgers and sandwiches. Products are priced at the middle-market level between low-cost
fast food and more expensive high-end cuisine. The COVID-19 (coronavirus) pandemic has led to a decline in
company revenue, which is expected to total $890.8 million in 2021 due to closures and other restrictions on dining
activity. Additionally, the company accounts for 3.1% of the market in 2021.

The Keg Steakhouse and Bar

  Market Share: 1.4%
  The Keg Steakhouse and Bar (the Keg) is a Canadian restaurant chain with a focus on the higher end of the casual

dining segment. The company's menu consists mainly of high-quality steak and prime ribs. The chain is owned by
financial holding company the Keg Royalties Income Fund. The company employs an estimated 9,500 people
across more than 100 restaurants. In late 2013, Fairfax Financial Holdings Limited (Fairfax), a diversified Canadian
financial holding company, announced that it was purchasing a majority stake in the chain for an undisclosed sum.
In addition, Fairfax offloaded its majority stake in Prime Restaurants Inc. The Keg's president and CEO, David
Aisenstat, kept the remaining 49.0% of the company and continues to manage the business. In 2018, Recipe
Unlimited Corporation acquired the Keg. Overall, IBISWorld estimates that the company will generate $399.1 million
in industry-relevant revenue in 2021 as the chain continues to recover from disruptions caused by the coronavirus
pandemic. Further, the company accounts for 1.4% of the market in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Full-Service Restaurants industry in Canada is subject
to a low level of capital intensity, and the typical industry
operator is expected to spend just $0.08 on capital
investments for every $1.00 spent on labour inputs in 2021.
The industry is highly dependent on direct labour input
across all areas of operation, from waiting tables and
delivery and food preparation, to liquor and beverage sales
and cleaning and operational management. Due to the
service-based nature of the industry's activities, many of
these labour-intensive functions cannot be substituted by
technology or machinery. To meet customers' expectations
and provide a quality and hospitable dining experience, a
well-trained staff is required. Labour costs can be managed
by bringing on an appropriate number of trained casual and
part-time staff at peak guest periods.

Some rise in labour productivity can occur from investment
in technology. In recent years, many operators have
invested heavily in electronic ordering systems that are
linked to the kitchen, enabling chefs to more efficiently
process and prepare orders. This is especially true of chain
operations, which can benefit from economies of scale.
These initiatives have helped some operators improve
profit and grow revenue. The effect of the COVID-19
(coronavirus) pandemic on the industry is anticipated to
encourage the further adoption of digital technology, such
mobile order and payment options that are likely to partially
influence the level of capital intensity over the five years to
2026.
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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.

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

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

Very Low Market
Concentration

Very
Unlikely

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

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

The relative ease of entry is high, which can support the potential for external innovators to enter the industry with a
disruptive trajectory. Despite this, the rate of entry of new companies is in line with the national average.

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

The Full-Service Restaurants industry in Canada is less prone to technological
disruptions due to the labour intensity.

Specifically, most operators rely on staff to prepare, cook and serve large amounts of food. Consequently, the industry's
core operational processes are not easily automated and mechanized. Conversely, technological advancements that
occurred at the operational level have significantly benefited the industry. For example, the wireless ordering system has
streamlined the order-taking process, thus reducing the waiting time for customers. One potential disrupter is the use of
food delivery service apps, such as Uber Eats. Through these business models, app companies partner with restaurants to
pick up food that consumers order through their mobile platform. If an industry operator pairs with these services, the
technology may benefit industry operators by expanding business. However, for smaller restaurants, the fees charged by
third-party apps per order may be prohibitive.

The level of technology change is    Low

  The food services sector as a whole is experiencing a medium level of
technological change.

However, these changes may not affect many operators in the Full-Service Restaurants industry in Canada, especially
those small business owners that do not have a strong incentive to invest heavily in new technology due to the limited
economies of scale available. Many owner-operators rely heavily on their own labour or extended family and friends,
usually at relatively low hourly rates. Consequently, it is not as critical to lower wage costs or raise productivity, particularly
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at the lower end of the industry.

At the same time, many operators seek to function at peak efficiency and productivity using state-of-the-art technology,
equipment and staff training programs. Technology is mainly used to establish customer databases, reduce waiting times
for guests, maintain a website for information and bookings and an electronic ordering and payment system. The main
beneficiaries of technological change are large, multilocation operators and chains that can benefit from investment across
their entire network.

The COVID-19 (coronavirus) pandemic has facilitated a shift to contactless dining experiences to accommodate social
distancing and staff shortage constraints. Digital menus, online and mobile ordering, contactless payments using near field
communication (NFC) technology and contactless pick-up and delivery have risen in popularity among industry operators.
Such changes are likely to remain in place beyond the pandemic as operators reap the benefits of these alternative
operating methods.

Drivers of technological change

A primary driver for technology change in the industry is to reduce labour
costs, since the industry is labour intensive.

The second is to reduce food costs and waste because the cost of purchasing inputs for sale is high. Finally, the last two
main drivers include increasing or supporting existing sales and improving the dining experience for customers. Technology
can also improve internal business processes, such as ordering inputs, presenting meals to customers and all other back-
of-house functions, including kitchen cleaning. These improvements deliver an advantage against competitors, which is
especially important given the fierce level of industry competition. These practices can also lead restaurants to attain
leadership roles in the industry and establish e-commerce, especially for ordering inputs and providing information and
reservations. To achieve these advantages, the most popular current applications are point-of-sale, time and attendance for
employees, customer traffic counter and in-store back office systems, as well as debit and credit card programs, labour
scheduling, labour productivity analysis, inventory management, e-mail, food production and kitchen scheduling.

Over the past decade, larger restaurants in the industry have established websites and access systems, including by e-
mail, labour scheduling programs, inventory management programs and menu management programs. Industry operators
have also automated purchase order receiving processes, implemented a labour productivity analysis program, established
employee training, automated the stock replenishment process and established in-store back-of-office systems. In the near
future, restaurants are expected to prioritize employee training and customer loyalty or frequent diner programs. These
restaurants may also focus on purchase order receiving information, food production and kitchen scheduling, wireless
technologies and automated replenishment software.

Customers are increasingly using smartphones to place an order or make a reservation. They also frequently use the
internet with a smartphone or tablet to view a restaurant's menu. Finally, consumers may use the internet or e-mail to obtain
information, recommendations and reviews on a restaurant that they have not previously tried. However, word-of-mouth
recommendations from trusted friends remain the most important driver of restaurant reservations.

Revenue
Volatility

The level of volatility is    Very High
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  The Full-Service Restaurants industry in Canada has exhibited a high level of
revenue volatility over the five years to 2021, with year-to-year revenue growth
rates having fluctuated an average 22.6% during the period.

Most of this volatility is attributable to the large drop in revenue in 2020 due to the COVID-19 (coronavirus) pandemic,
which amounted to revenue falling 37.7%. Furthermore, partial recovery in 2021 is estimated to account for a further large
swing in industry revenue performance.

Prior to the pandemic, industry revenue volatility was generally low. This stability is largely due to the size and scope of the
industry, which encompasses a diversity of food styles, quality, prices and locations to suit guests' changing tastes and
needs. This structure somewhat insulates the industry during periods of economic downturns. Over the past five years, the
industry underperformed the broader given full-service restaurants' sensitivity to pandemic related disruptions. Prior to the
onset of business restrictions and the collapse in service spending, the industry experienced several years of steady growth
attributable to steadily rising household incomes which provided consumers a greater ability to consistently spend part of
their disposable income on meals away from home.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

The Full-Service Restaurants industry in Canada is subject to a moderate, yet
increasing level of regulation.

There are regulations covering a range of areas, from food safety and standards, to labour conditions, liquor licensing and
franchising. Most industry-relevant regulations are 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 pursues its regulatory mandate
under the Food and Drug Regulations. Provincial governments, municipalities and regional health authorities carry out
restaurant and food service inspection. Consumers can report concerns about restaurant food to their local health
department or to the Canadian Food Inspection Agency.

LABOUR RELATIONS

The industry employs a substantial number of young and low-skill workers at
hourly rates, and therefore, is subject to minimum wage and employee
benefits regulations.
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Each province formulates and regulates its own minimum wage. Saskatchewan has 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 April 2019 data
from the Retail Council of Canada (latest data available).

LIQUOR LICENSING

Many industry establishments serve alcohol and 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.

SMOKING BANS

Smoking is banned in indoor public spaces and workplaces, including
restaurants, bars and casinos, by both the federal government and by all
territories and provinces.

Each jurisdiction has developed legislation separately. However, most laws are relatively consistent. However, there are
some differences pertaining to the circumstances in which smoking is permitted such as ventilated smoking rooms and the
distance where smoking is banned outside a building. Most of these laws have been in effect since the mid-to-late 2000s.

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 that 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    Low and the trend is Increasing

Operators in the Full-Service Restaurants industry in Canada typically receive
no formal assistance from federal or provincial governments in the form of tax
breaks or tariffs.

However, there are several industry associations that help the industry as a whole. For example, Restaurants Canada
provides industry news, research, event sponsorship, networking opportunities and representation, among other things.
There are also industry trade organizations that provide similar services on a more local level.

In response to the COVID-19 (coronavirus) pandemic federal and provincial governments have provided substantial
support measures to both businesses and households. Industry operators that met certain eligibility requirements were
assisted via wage subsidies and low-interest borrowing arrangements. These relief programs include the Canada
Emergency Wage Subsidy (CEWS), which covers up to 75.0% of an employee's wages up to a maximum $847.00 per
week.

Due to the unprecedented collapse in business due to the ongoing pandemic, many industry operators have experienced
severe financial difficulties. Restaurants Canada has called for the federal government to provide sector specific support to
food service providers to navigate challenging operating conditions. This proposal includes exemption from the phase-out
of rent and wage subsidies until early 2022, added wage subsidies through the Canada Recovery Hiring Program to further
expand employment, partial forgiveness of government loans accessed through the Highly Affected Sectors Credit
Availability Program (HASCAP) or other loan programs and sector specific tax credits to help mitigate the high costs of
pandemic related health and safety measures.
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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 26,681 10,565 36,776 35,479 460,247 N/A N/A 9,052 N/A 1,024
2013 27,688 10,880 39,934 36,321 490,985 N/A N/A 9,275 N/A 1,051
2014 28,728 11,286 41,457 37,544 510,917 N/A N/A 9,639 N/A 1,078
2015 30,495 11,846 42,052 38,867 519,832 N/A N/A 10,046 N/A 1,103
2016 32,550 12,618 42,670 40,354 549,232 N/A N/A 10,530 N/A 1,126
2017 33,635 13,199 43,147 41,145 570,756 N/A N/A 10,996 N/A 1,167
2018 34,718 13,806 44,635 41,914 577,172 N/A N/A 11,559 N/A 1,197
2019 35,784 14,261 43,567 42,296 592,082 N/A N/A 12,145 N/A 1,217
2020 22,304 8,512 38,106 37,632 447,776 N/A N/A 8,862 N/A 1,144
2021 29,153 12,116 38,873 38,338 531,399 N/A N/A 10,730 N/A 1,200
2022 32,092 13,083 39,750 39,132 567,360 N/A N/A 11,527 N/A 1,265
2023 35,149 14,538 41,917 41,060 608,296 N/A N/A 12,412 N/A 1,297
2024 35,764 14,785 42,342 41,450 618,681 N/A N/A 12,625 N/A 1,320
2025 36,297 15,009 42,703 41,777 627,696 N/A N/A 12,810 N/A 1,342
2026 36,791 15,213 42,970 42,016 636,127 N/A N/A 12,982 N/A 1,364

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Consumer

spending (%)
2012 3.81 4.21 0.25 -1.68 1.95 N/A N/A 3.30 N/A 1.89
2013 3.77 2.98 8.58 2.37 6.67 N/A N/A 2.46 N/A 2.62
2014 3.75 3.72 3.81 3.36 4.05 N/A N/A 3.92 N/A 2.57
2015 6.14 4.96 1.43 3.52 1.74 N/A N/A 4.21 N/A 2.31
2016 6.74 6.51 1.46 3.82 5.65 N/A N/A 4.82 N/A 2.10
2017 3.33 4.60 1.11 1.96 3.91 N/A N/A 4.43 N/A 3.67
2018 3.22 4.60 3.44 1.86 1.12 N/A N/A 5.11 N/A 2.53
2019 3.06 3.29 -2.40 0.91 2.58 N/A N/A 5.06 N/A 1.65
2020 -37.7 -40.3 -12.5 -11.0 -24.4 N/A N/A -27.0 N/A -5.94
2021 30.7 42.3 2.01 1.87 18.7 N/A N/A 21.1 N/A 4.84
2022 10.1 7.98 2.25 2.07 6.76 N/A N/A 7.42 N/A 5.44
2023 9.52 11.1 5.45 4.92 7.21 N/A N/A 7.67 N/A 2.52
2024 1.75 1.70 1.01 0.94 1.70 N/A N/A 1.71 N/A 1.73
2025 1.49 1.51 0.85 0.78 1.45 N/A N/A 1.46 N/A 1.67
2026 1.36 1.35 0.62 0.57 1.34 N/A N/A 1.34 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 39.6 N/A N/A 58.0 33.9 12.5 19,668
2013 39.3 N/A N/A 56.4 33.5 12.3 18,890
2014 39.3 N/A N/A 56.2 33.6 12.3 18,866
2015 38.8 N/A N/A 58.7 32.9 12.4 19,325
2016 38.8 N/A N/A 59.3 32.3 12.9 19,172
2017 39.2 N/A N/A 58.9 32.7 13.2 19,266
2018 39.8 N/A N/A 60.2 33.3 12.9 20,027
2019 39.9 N/A N/A 60.4 33.9 13.6 20,512
2020 38.2 N/A N/A 49.8 39.7 11.8 19,790
2021 41.6 N/A N/A 54.9 36.8 13.7 20,192
2022 40.8 N/A N/A 56.6 35.9 14.3 20,317
2023 41.4 N/A N/A 57.8 35.3 14.5 20,405
2024 41.3 N/A N/A 57.8 35.3 14.6 20,406
2025 41.4 N/A N/A 57.8 35.3 14.7 20,408
2026 41.3 N/A N/A 57.8 35.3 14.8 20,408

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Restaurants Canada
http://www.restaurantscanada.org

Canadian Franchise Association
http://www.cfa.ca

Foodservice and Hospitality Magazine
http://www.foodserviceandhospitality.com

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

Industry Jargon POINT-OF-SALE (POS)
The location where a transaction occurs at a retail establishment or store.

QUICK-SERVICE RESTAURANT (QSR)
A restaurant characterized both by its fast food cuisine and by minimal table service.

SAME-STORE SALES
A retail measure used to assess the true performance of retail outlets by taking out the effect of new store openings
and only including sales growth of existing stores.

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

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

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

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

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

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

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

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

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

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