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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· The pandemic is expected to slow recent industry growth and constrain the overall rate of growth over the five
years to 2021. For more detail, please see the Current Performance chapter.

· Concerns regarding the threat of virus transmission should reduce demand for fast food in 2020. For more detail,
please see the Demand Determinants chapter.

· In 2020, a significant decline in inbound international travel will reduce the consumer base for industry operators.
For more detail, please see the International Trade 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 industry comprises restaurants where patrons pay for quick service food products before eating. Purchases may

be consumed on-site, taken out or delivered. Gross revenue is derived from both franchised and company-owned
stores. Franchise fees are not accounted for in total industry revenue. This industry specifically excludes coffee and
snack shops. Most of the industry’s establishments also sell beverages, such as water, juice and sodas, but usually
not alcohol.

Major Players McDonald's

Tim Hortons Inc.

Subway

A&W

Main Activities The primary activities of this industry are:

Operating quick service restaurants

Operating fast food services

Operating drive-through and takeout facilities

The major products and services in this industry are:

On-premises limited service restaurants

Drive-through limited service restaurants

Off-premises (takeout) limited service restaurants

Other
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Supply Chain

SIMILAR INDUSTRIES

Full-Service Restaurants in
Canada

Single Location Full-Service
Restaurants in Canada

Caterers in Canada Street Vendors in Canada

Bars & Nightclubs in Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Global Fast Food Restaurants Fast Food Restaurants in the US Mexican Restaurants Doughnut Stores

Pizza Restaurants Ice Cream & Gelato Store
Franchises

Sandwich & Sub Store Franchises Fast Food and Takeaway Food
Services in Australia

Fast-Food Restaurants in China Takeaway & Fast-Food
Restaurants in the UK

Pizza Delivery & Takeaway in the
UK

Fast Food and Takeaway Food
Services in New Zealand

Restaurants and Takeaways in
Ireland
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Industry at a Glance
Key Statistics

$27.6bn
Revenue

Annual Growth

2016–2021

0.8%

Annual Growth

2021–2026

2.8%

Annual Growth

2016–2026

 

$1.2bn
Profit

Annual Growth

2016–2021

1.3%

  Annual Growth

2016–2021

 

4.3%
Profit Margin

Annual Growth

2016–2021

0.1pp

  Annual Growth

2016–2021

 

21,092
Businesses

Annual Growth

2016–2021

0.7%

Annual Growth

2021–2026

2.0%

Annual Growth

2016–2026

 

402k
Employment

Annual Growth

2016–2021

1.3%

Annual Growth

2021–2026

2.5%

Annual Growth

2016–2026

 

$8.8bn
Wages

Annual Growth

2016–2021

1.9%

Annual Growth

2021–2026

2.6%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.3%
Consumer spending

-0.2%
Consumer confidence index

1.8pp
Adult obesity rate

0.5%
Per capita meat consumption

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Regulation & Policy
Medium / Increasing   Technology Change

Medium

  Industry Globalization
Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
None / Steady   Barriers to Entry

Low / Increasing

  Competition
High / Increasing

 

Key Trends

 Canadians are spending more of their food budgets on
restaurants

 Consumer preferences have evolved toward healthier
options

 Industry profit has improved over the past five years

 Price-based competition is expected to intensify

 Many domestic operators will continue to expand
internationally

 Consolidation among operators is expected to persist over
the next five years

 The industry is projected to continue expanding as the
industry approaches saturation in several key markets
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Volatility

  Low Imports

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Increasing Barriers to Entry

  None & 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

  Adult obesity rate

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Consumer spending
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Executive Summary On the go: Low levels of consumer confidence will likely suppress
demand for industry products

The Fast Food Restaurants industry in Canada has expanded over the five years to 2021, despite mounting internal
competition, the COVID-19 (coronavirus) pandemic and changing consumer tastes. Higher consumer spending and
product innovation by fast food restaurants have renewed consumer interest in fast food. Products with higher profit,
such as coffee, smoothies and salads, have become more prominent at traditional fast food restaurants, leading to
an increase in average industry profit. Furthermore, meal customization and high-quality ingredients have become
increasingly popular in recent years, inducing major players in the industry to reconsider their overall strategy and
menu offerings. As a result of these positive trends, industry revenue is estimated to increase at an annualized rate
of 0.8% to $27.6 billion over the five years to 2021, including expected growth of 6.8% in 2021 alone as demand is
expected to rebound following a sizeable decline in 2020 due to the pandemic.

Over the past five years, consumer eating habits have changed as people have become increasingly health
conscious, demanding alternatives to traditional fast food options. In response, major chains have expanded their
menus to include healthier options such as salads, fruit and smoothies. Moreover, industry operators have benefited
from rising levels of per capita disposable income, as these trends have enabled a greater number of consumers to
eat out at industry restaurants. In turn, rising sales volumes have caused industry profit to expand slightly, despite
the industry's increasingly competitive landscape.

The industry is projected to continue expanding over the five years to 2026. Over the next five years, growth is
expected to accelerate due to improved economic conditions and improved product offerings among operators. For
example, healthful food alternatives and gourmet items are expected to play a larger role on the menus of most fast
food restaurants. This includes more made-to-order menu items using fresh and organic produce, in addition to less
fried food. While these changes will involve fewer standardized menu selection purchases, consumers are expected
to be more willing to pay higher prices for healthier food selections, which will likely help drive revenue growth.
Ultimately, industry revenue is forecast to increase at an annualized rate of 2.8% to $31.7 billion over the five years
to 2026.
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Industry Performance

Key External
Drivers

Consumer spending

Food service establishments are sensitive to changes in consumer spending due to the discretionary nature of the
industry's products. When personal consumption expenditure is high, consumers will be more likely to spend money
on eating out at fast food restaurants. Consumer spending is expected to increase in 2021.

 

Per capita meat consumption

Per capita meat consumption represents the total carcass weight of red meat and poultry consumed by the average
Canadian in one year. Since the majority of fast food restaurants have menus with a focus on meats, such as beef
and poultry, growing meat consumption usually translates into higher demand for fast food. Per capita meat
consumption is expected to increase in 2021, but only slightly, posing a potential threat to this industry.

 

Consumer confidence index

Strong growth in the Canadian economy and high levels of consumer confidence can generate significant revenue
for industry operators, as consumers are generally more willing to spend on discretionary products and services,
such as fast food, when they feel confident about their personal finances and the condition of the overall economy.
The Consumer Confidence Index is expected to increase in 2021, representing a potential opportunity for the
industry.

 

Adult obesity rate

Canada has one of the world's highest obesity rates as consumers' diets have become increasingly unhealthy. Still,
consumers are becoming more aware of issues related to weight and obesity, fatty food intake and food safety
issues. This factor particularly affects fast food restaurants that have a large proportion of fatty or unhealthy
products. In 2021, the adult obesity rate in Canada is expected to increase.
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Current
Performance

The Fast Food Restaurants industry in Canada is expected to grow over
the five years to 2021, despite the public's increasing awareness of the
health risks associated with a diet high in fat, salt and sugar.

During the period, rising levels of disposable income, consistent population growth and the industry's attempts to
alter its menus and prices to better correspond with changing consumer preferences, have encouraged a greater
number of consumers to rely on fast food restaurants to meet their dining needs. However, this growth was slowed
by the spread of COVID-19 (coronavirus) in 2020, which lowered consumer spending activity and reduced demand
for fast food. Overall, industry revenue is estimated to increase at an annualized rate of 0.8% to $27.6 billion over
the five years to 2021, including projected growth of 6.8% in 2021 alone as economic conditions are expected to
improve following the pandemic. Additionally, the forecast growth in 2021 essentially represents a return to normal,
following the decline of 9.2% in 2020 due to the coronavirus pandemic.

CONSUMER SPENDING

Over the five years to 2021, IBISWorld expects per capita disposable
income in Canada to grow at an annualized rate of 1.1%.

In turn, this positive economic trend has enabled consumers to more liberally spend their disposable incomes, with
many consumers eating more meals outside of their homes. Consumers have also increased spent on higher-priced
items in recent years, largely due to the rising popularity of healthy choices and other higher-end items that tend to
command a price premium. At the same time, recent economic volatility caused by the coronavirus, coupled with a
weakened Canadian dollar, has resulted in a decline in the Consumer Confidence Index over the past five years. In
turn, rising consumer uncertainty has slightly hampered demand for industry restaurants. However, the
nondiscretionary nature of most food purchases and the relatively low cost of industry products have helped
generate steady demand for fast food restaurants in Canada.

Canadians are also spending a slightly larger percentage of their food budgets on restaurants than they did five
years ago. The average Canadian will spend an estimated 31.5% of their total food budget on restaurant purchases
in 2020, compared with 29.0% in 2015, according to 2020 figures from Statistics Canada (latest data available).
Additionally, most restaurant spending growth has been directed toward quick service restaurants, benefiting the
Fast Food Restaurants industry in Canada. Fast food restaurants that offer similar quality produce at a more
affordable price point have been especially popular. High-income earners remain the industry's largest source of
revenue, with consumers in the highest quintile of annual income accounting for a substantial 34.1% of the industry's
total revenue in 2021.

SHIFTING TASTES AND PREFERENCES

Consumer preferences have evolved over the past decade toward
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healthier, 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 instead on quality products with nutritional value. For
many fast food chains, this factor has become a cornerstone of their marketing strategy, enabling them to target a
new segment of the market, renewing interest in their products. Subway was one of the first restaurants to capitalize
on consumers' health and weight concerns by successfully marketing the health benefits of its sandwiches. After
sales plummeted in response to health concerns about McDonald's Corporation's food, the company introduced a
healthy choices menu, which has primarily driven its recent revenue growth.

Over the five years to 2021, fast food operators have performed to varying degrees of success depending on the
products they offer and their method of service. Fast casual restaurants that do not offer table service but provide a
higher quality of food and ambiance compared with traditional fast food restaurants, have experienced particularly
strong growth over the past five years. As a result, major players have introduced their own fast casual concepts.
For instance, Yum! Brands Inc. opened its first KFC Select restaurant in Toronto in 2013, offering products not
traditionally associated with the KFC brand, including rice bowls and grilled chicken burritos with cilantro rice. This
attempt to woo a younger crowd has been a consistent theme across the industry over the past five years, helping
spur several restaurant openings. As a result, the total number of industry establishments is expected to increase at
an annualized rate of 0.7% to 31,361 locations over the five years to 2021.

PROFIT AND EMPLOYMENT

Industry profit has improved over the past five years.

However, fast food restaurants have remained subject to intense price-based competition from other restaurants, in
addition to coffee shops, meal delivery services and other competing industries. Therefore, despite higher sales
volumes, heavy internal competition has restricted the ability of operators to achieve higher profit. Overall, industry
profit, measured as earnings before interest and taxes, is estimated to account for 4.3% of revenue in 2021, up from
4.2% in 2016.

This growth in industry profit is partly due to the ability of fast food restaurants to keep wages under control. Apart
from purchases, wages are the highest cost fast food operators have and any reduction in wages usually translates
to higher profit. Still, the industry remains highly labour intensive due to its service-orientated nature. Labour is
required across every aspect of the supply chain, from front-of-house service to waiting tables to cooking food.
Consequently, rising demand for industry services has led to consistent growth in the industry's total employment,
with the number of industry workers estimated to increase at an annualized rate of 1.3% to 402,477 employees over
the five years to 2021.

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 21,825 8,068 25,783 17,830 325,733 N/A N/A 6,677 N/A 1,024
2013 22,238 8,230 27,613 19,073 342,476 N/A N/A 6,781 N/A 1,050
2014 22,996 8,501 28,052 19,281 350,429 N/A N/A 6,966 N/A 1,078
2015 24,695 9,179 29,558 20,120 362,694 N/A N/A 7,433 N/A 1,103
2016 26,444 9,836 30,218 20,395 376,415 N/A N/A 7,964 N/A 1,126
2017 26,924 10,086 30,505 20,449 387,694 N/A N/A 8,146 N/A 1,167
2018 27,801 10,514 31,200 20,940 395,853 N/A N/A 8,485 N/A 1,197
2019 28,419 10,590 30,930 20,762 404,247 N/A N/A 8,838 N/A 1,217
2020 25,817 9,789 30,291 20,423 382,910 N/A N/A 8,303 N/A 1,143
2021 27,570 10,730 31,361 21,092 402,477 N/A N/A 8,755 N/A 1,199
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Industry Outlook
Outlook The Fast Food Restaurants industry in Canada is forecast to exhibit

accelerated growth over the five years to 2026, with industry revenue
projected to increase at an annualized rate of 2.8% to $31.7 billion.

Fast food restaurants in Canada are expected to benefit as the economy continues to grow and consumers spend
more on small luxuries, such as eating out. Per capita disposable income is forecast to grow at an annualized rate of
0.6% over the next five years, enabling a greater number of Canadian consumers to eat out at industry
establishments. Additionally, demand for fast food will likely increase in line with the expansion of healthful menu
options, as concern over the health risks associated with traditional fast food has constrained industry sales in
recent years. At the same time, the industry's growth will likely be limited by intense competition as operators vie for
the consumer dollar in a saturated market.

NEW WAYS TO EXPAND

Price-based competition and an emphasis on the regular introduction of
new products will likely intensify over the next five years.

Most fast food chains will introduce new healthful food alternatives and expand current product lines. Major
operators will seek to expand revenue and profit by offering alternatives to red meat products, such as chicken
burgers, Mexican food, pasta and fresh salads. They will also continue to diversify into new areas, such as cafes
and full-service restaurants. These companies will likely do business under different names at existing and new
locations, similar to what Yum! Brands Inc. has done with KFC, Taco Bell and Pizza Hut operating under one roof.

As the industry approaches saturation in several key markets and internal price-based competition intensifies,
industry profit is projected to grow minimally over the next five years. In turn, operators that experience lacklustre
domestic profit will likely increase their focus on international expansion to grow company-wide profit. Companies
will also try to emulate McDonald's Corporation by expanding their beverage options to include more coffee-based
drinks and smoothies. These low-cost and high-profit menu items offer a quick way for companies to grow their
revenue.

Many domestic operators will also continue to expand internationally. This move will likely be the largest source of
revenue and profit growth for major players over the next five years. Asia and the Middle East are regions where
domestic fast food brands have not yet saturated the market and some operators are already thriving. These regions
are also attractive due to their large populations and fast population growth. In addition, younger age groups, which
are the greatest consumers of fast food, have a far greater share of the population. Emerging countries also have
increasing incomes and growing middle-class segments, including an increasing taste and desire for Western foods,
such as fast food. This will likely lead to US-based chains investing more of their financial resources into more
profitable emerging regions instead of developed nations such as Canada, where they are expected to experience
slower growth and lower profitability. Strong international revenue growth will likely limit any major expansion in
Canada, somewhat constraining industry growth.

ESTABLISHMENTS AND EMPLOYMENT

Though the industry is projected to continue expanding in coming years,
operators will increasingly compete for their fair share of revenue.
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Consolidation among operators has been underway for some time and is expected to persist over the next five
years. Over the five years to 2026, the number of industry enterprises is forecast to increase at an annualized rate of
2.0%, reaching 23,241 companies. This growth in enterprises will be driven by the favourable industry outlook,
which will appeal to entrants.

At the same time, total industry employment is expected to grow at an annualized rate of 2.5% to 456,022 workers.
This number will be partly inflated by the increasing use of casual employees to meet peak customer service
periods. Average industry wages are also projected to experience minimal growth in coming years. However, the
rising automation of food preparations is also expected to continue over the next five years. Similar to the previous
five-year period, several of these new hires are expected to be part-time and seasonal employees to help
supplement services during periods of increased demand.

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 27,570 10,730 31,361 21,092 402,477 N/A N/A 8,755 N/A 1,199
2022 29,838 11,519 32,700 21,930 427,426 N/A N/A 9,333 N/A 1,254
2023 30,654 11,827 33,347 22,349 438,212 N/A N/A 9,572 N/A 1,284
2024 31,101 12,010 33,830 22,670 445,297 N/A N/A 9,724 N/A 1,306
2025 31,415 12,148 34,273 22,971 450,991 N/A N/A 9,843 N/A 1,328
2026 31,675 12,265 34,669 23,241 456,022 N/A N/A 9,947 N/A 1,350
2027 31,900 12,371 35,113 23,547 460,769 N/A N/A 10,044 N/A 1,371
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is growing at a similar pace as the overall economy

The industry has undergone significant consolidation over the past decade

The industry is approaching a point of saturation in several key markets

The Fast Food Restaurants industry in Canada is in the mature phase of its life cycle. 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%
over the 10 years to 2026. Canadian GDP is forecast to increase at an annualized rate of 2.0% during the same
period. The similarity between these two growth rates indicates that the industry reinforces the industry's long-term
classification as a mature industry.

The industry is currently in a long-term, low-growth phase. Also, many geographic locales have reached or are
approaching market saturation. The number of fast food 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 continue expanding. Competition among fast food restaurants, full-service restaurants and other food
service providers is also increasing, limiting profit growth.

Over the past decade, several major mergers and acquisitions have significantly altered the industry's competitive
landscape, including the Wendy's Company-Arby's Restaurant Group Inc. merger, 3G Capital's acquisition of Burger
King Holdings Inc. (BK) and BK's subsequent acquisition of Tim Hortons Inc. To stay competitive, fast food
franchises are consolidating operations, as average costs typically decrease as the size of operations and
infrastructure increase. With the increasingly variable cost of food and other inputs, players have been forced to
scramble for market share to ensure that they can maintain profitability regardless of external factors. Price-based
competition among industry operators is also intensifying as they strive to capture an increasing market share in a
slow growth domestic market. Collectively, these trends reinforce the industry's mature status.
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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

Fruit & Vegetable Wholesaling in Canada

Coffee & Tea Production in Canada

Ice Cream Production in Canada

Frozen Food Wholesaling in Canada

Dairy Wholesaling in Canada

Fish & Seafood Wholesaling in Canada

2nd Tier

Animal Feed Production in Canada

Frozen Food Production in Canada

Dairy Product Production in Canada

Soda Production in Canada

Products & Services

  Limited service restaurants represent the primary source of income for
the Fast Food Restaurants industry in Canada and include carryout
restaurants, delicatessens, fast food establishments, pizza delivery
shops, pizza parlours and sandwich shops.

In 2021, these restaurants are estimated to account for 94.1% of industry revenue. Collectively, these service
segments' share of industry revenue has declined over the five years to 2021 due to changing consumer tastes and
an increasingly time-poor population. Consumers increasingly lack time to eat at fast food restaurants. Instead, they
are opting for quicker snack and beverage outlets, such as coffee shops. Additionally, the health concerns
associated with fast food have driven many consumers to different restaurants.

ON PREMISES LIMITED SERVICE RESTAURANTS

Restaurants that primarily offer on-premises dining options are expected
to represent 43.1% of industry revenue in 2021, down from 43.4% in 2016.

These restaurants, while still fast food, permit the customers to sit down at the location.

DRIVE-THROUGH LIMITED SERVICE RESTAURANTS

Meanwhile, in 2021, 27.5% of industry revenue is expected to come from
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drive-through purchases at limited service restaurants.

These locations permit customers to pick up their food at a window using their car.

OFF-PREMISES (TAKEOUT) LIMITED SERVICE RESTAURANTS

Takeout restaurants are estimated to account for 23.5% of industry
revenue in 2021, up from 21.6% in 2016.

These locations permit customers to go into the location and grab food to go.

OTHER

A small portion of industry revenue is derived from cafeterias, buffets and
other nontraditional fast food restaurant formats.

In 2021, these miscellaneous operations are expected to represent 5.9% of industry revenue, up from 5.0% in 2016.

Demand
Determinants

Income and expenditure

The Fast Food Restaurants industry in Canada is sensitive to factors that affect the growth in household disposable
income since disposable income is required to finance restaurant and dining expenditures. In turn, household
disposable income growth is affected by changes in labour market growth, tax and interest rates, gas prices and
consumer confidence. The industry's performance is reliant on growing household income, high consumer
confidence and robust economic growth. For example, lower consumer confidence, weak levels of disposable
income and rising unemployment generally constrain household budgets, encouraging people to save more and
spend less by cooking at home rather than eating out.

Health consciousness

Shifts in consumer tastes and preferences can also influence demand for industry services. For instance, rising
interest in health consciousness has posed a significant threat to major fast food restaurants in recent years, as
Canadian consumers have become increasingly concerned about fat content, fried foods and salt content, especially
when dining out. In turn, concerns over the nutritional value of fast food meals are likely to influence demand for
certain foods on menus, thereby 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 a range of healthy meal options among more indulgent food items.

Convenience

Convenience, value for money and time are also important determinants of demand for industry services. Busier
lifestyles, heavier workloads and longer working hours can all encourage consumers to rely more heavily on
restaurants that can provide quick, convenient meals. In turn, this development has helped boost demand for
restaurant services and convenience food, as time-poor consumers have sought to cut down on cooking times and
make better use of their spare time. Due to the spread of COVID-19 (coronavirus) in 2020, many customers lowered
demand for fast food and instead decided to cook at home due to fear of being exposed to the virus. Furthermore,
the global shutdown of trade harmed the supply chain of the industry and create a shortage of inputs.

Demographics

Industry demand is also affected by the changing age structure of the Canadian population. Two broad demographic
trends have encouraged industry growth in 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 years old are delaying marriage
and having children later. This enables them to spend a greater share of their income on eating out. In fact, young
adults in this age bracket spend more of their food budget on eating out than any other age group.
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Major Markets

  The major markets for the Fast Food Restaurants industry in Canada can
be segmented based on a variety of factors, including income, age,
geographic location and family structure.

  One-person male households typically spend the largest percentage of their incomes in restaurants and other food
service establishments, spending an estimated 40.0% of their total weekly food expenditure in food service
establishments. In contrast, couples with children and couples aged 65 years and older typically spend less than
30.0% of their weekly food budgets at restaurants and food service establishments, as older couples often survive
off fixed incomes and many couples with children find it more practical and cost effective to prepare family size
meals at home. 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.

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.

In 2021, an estimated 34.1% of industry demand is expected to be from consumers in the nation's highest income
quintile, down from 37.2% in 2016. Overall, the distribution of the industry's major markets has not changed
dramatically over time, as spending patterns within income brackets are relatively well-established.

MIDDLE INCOME QUINTILES

Collectively, the three middle income quintiles are expected to represent
57.4% of industry revenue in 2021, up from 53.3% in 2016.

This large share of industry revenue illustrates how important the middle-class consumer is to the industry's
performance. While these consumers do not typically spend big on luxury food items, they contribute to steady
demand for midrange restaurants.

LOWEST INCOME QUINTILE

In contrast, those in the lowest income quintile often have limited budgets
for meals away from home.

Collectively, these consumers are forecast to account for just 8.5% of the industry's total revenue in 2021, down
from 9.5% in 2016.



Fast Food Restaurants in Canada May 2021

19 IBISWorld.com

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

As a retail industry, the Fast Food Restaurants industry in Canada 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 established
franchised operations internationally. Given the mature stage of this industry's life cycle in the domestic market, in
addition to ongoing changes in customer profiles and tastes, many major operators are seeking to bolster their
revenue growth by expanding into emerging markets.

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. Over the five years to 2021, inbound
international travel to Canada is forecast to fall after declining 84.4% in 2020 alone due to the COVID-19
(coronavirus) pandemic. Prior to 2020, inbound international travel grew steadily during the period, as the relatively
weak Canadian dollar made it easier for foreign consumers to travel to Canada and purchase goods.

Business
Locations

  As a service-based retail industry that relies heavily on foot traffic and high levels of consumer spending to generate revenue,
operators in the Fast Food Restaurants industry in Canada are generally dispersed in line with the broader distribution of the
Canadian population. For example, Ontario represents the most popular destination for fast food restaurants in Canada, hosting
an expected 41.6% of all industry establishments and 38.8% of the total Canadian population in 2021.

Quebec is the second-largest province in Canada, both in terms of industry establishments and total population. In 2021, Quebec
is estimated to contain 20.4% of industry establishments and an estimated 22.5% of the total Canadian population. Ontario and
Quebec are also home to the country's two largest metropolitan areas, Toronto and Montreal, along with major cities such as
Ottawa, Quebec City and Hamilton.

At the same time, outlying areas such as New Brunswick (1.8%), Newfoundland (1.1%) and Prince Edward Island (0.5%) each
contain a negligible share of the industry's total establishments, as these regions contain relatively few people and low levels of
economic activity. 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 shifts in the demographic makeup of the Canadian population.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Fast Food Restaurants industry in Canada is characterized by a low level of market share concentration and the
industry's four largest players are estimated to account for about 40.0% of industry revenue in 2021. Moreover, the
industry's largest companies, McDonald's Corporation and Subway, are both based in the United States. In turn, this
dominance of a foreign country causes the domestic market for fast food to be relatively fragmented, with a
substantial number of Canadian single location restaurants, which are distinct from franchised and chain operators,
providing a diverse range of cuisine and fast food choices to customers across the country. The industry has
become increasingly concentrated over the five years to 2021, as the industry's largest companies have expanded
their footprints through mergers, acquisitions and price-based competition. In recent years, many chain restaurants
have also sold their company-operated stores to focus on their franchise operations. The lower capital requirements
and reduced risk associated with selling franchises have helped these chains experience relatively steady revenue
growth during the five-year period.

Key Success
Factors

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

Business expertise of operators:
Business expertise is required because this is a highly competitive, high-turnover, but low-profit industry.

Having a clear market position:
Operators require a clear market positioning against competitors in this industry and in the broader food service
subsector, including cafes, cafeterias and full-service restaurants.

Effective cost controls:
Cost controls are important in this low-profit industry, particularly related to food inputs, packaging and minimizing
wastage and spoilage.

Market research and understanding:
Large franchised fast food operators invest in market research to monitor consumer demands, particularly in relation
to demand for healthy foods and other changing consumer preferences.

Ability to franchise operations:
Franchising both within Canada and other countries is now a significant component of this industry and can assist
operators by providing necessary support to owners.

Access to multiskilled and flexible workforce:
Fast food restaurant operators need to have access to a good supply of skilled, casual workers to meet peak service
demand periods.
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Cost Structure
Benchmarks

  Profit

Profit in the Fast Food Restaurants industry in Canada will vary among
players depending on the size of the company, with larger operators
benefiting from economies of scale. IBISWorld estimates that in 2021,
profit, measured as earnings before interest and taxes, will account for
4.3% of industry revenue, up from 4.2% in 2016. Industry profit has
expanded modestly over the five years to 2021, despite increased food
costs and price-based competition. The industry was able to grow profit
due to higher fast food demand and new premium and healthy products
commanding larger profit. Typically, the major costs for the industry
involve food and beverages purchased and wages paid. Additionally,
significant labour inputs are required in all aspects of the business,
including cooking, taking customer orders, serving and cleaning.

 

  Wages

Wages represent another major cost for industry operators due to the
labour-intensive nature of food preparation, cooking, serving and
cleaning up. The industry is service orientated. 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. Despite the continued efforts of
many industry operators to limit operating costs by investing in
automated equipment, the portion of total industry revenue that is spent
on wages has increased modestly over the past five years. In 2021,
IBISWorld expects wages to account for 31.8% of revenue, up from
30.1% in 2016. This trend is likely the result of rising industry
participation, as both new and existing companies expanded their
workforces to satisfy growing consumer demand.
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  Purchases

Food and beverages are usually purchased from wholesalers,
particularly from operators that can guarantee prompt delivery and
quality. Fluctuations in the cost of food and liquor significantly influence
industry revenue and profit. In the short term, many of these cost
increases cannot be passed on to the consumer or client. Therefore,
menus, portion sizes and other inputs into food service have to be
continually monitored. Food wastage represents a major source of
inefficiency for the industry and this wastage is usually the result of
unexpected fluctuations in demand, oversupply of meals or excess
ingredients that cannot be used and subsequently spoil. In 2021,
purchases are expected to account for 36.9% of total industry revenue,
remaining steady as a share of revenue over the five years to 2021.

 

  Marketing

Expenses on marketing and advertising efforts are expected to account
for 2.6% of industry revenue in 2021, a figure that is forecast to remain
steady over the five years to 2021.

 

  Depreciation

Depreciation accounts for a moderate proportion of 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. In 2021, the depreciation
of these assets is estimated to represent an additional 2.9% of industry
revenue, remaining stable as a share of revenue over the past five
years.

 

  Rent

Expenses on rent are relatively high for the industry, largely due to the
industry's need for locations in high traffic areas with high visibility. This
can include a location near a main thoroughfare or in a high foot traffic
location. Additionally, some fast food restaurants are now showing up in
nontraditional locations, such as in airports and gas stations that still
provide high customer traffic and may save on rent. Some major
operators have also developed combined or multibranded outlets in
which they share locations with other brands or food styles. Yum!
Brands Inc. does this often, with multiple fast food brands such as KFC,
Taco Bell and Pizza Hut under the same roof. Overall, expenses on
rent are estimated to account for 9.5% of industry revenue in 2021,
remaining steady as a share of revenue over the past five years.
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  Utilities

Meanwhile, operational kitchens that run for most of the day are energy
intensive and use a considerable amount of power, gas and water.
Overall, utilities are estimated to represent 2.7% of industry revenue in
2021, remaining steady as a share of revenue over the past five years.

 

  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. Those businesses
under franchise agreements also need to pay an annual franchise or
royalty fee and contribute to national marketing campaigns. Other costs
are estimated to account for 9.4% of industry revenue in 2021, down
from 11.1% in 2016.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Fast Food Restaurants industry in Canada 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 significant bases of internal competition. Fast food 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.

Over the five years to 2021, the ability to customize an order has become more important to consumers. The health
and nutritional value of menu items has also become increasingly important to customers. Consequently, many
operators have begun emphasizing these factors in their marketing and promotion.

There is also significant competition among chain operators and single location fast food restaurants. While
franchised operators account for a relatively small share of the industry's total establishments, these businesses
account for a substantial share of the industry's total revenue. Moreover, 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 to expand rapidly and profitably.

EXTERNAL COMPETITION

The industry is also subject to external competition from operators in
other industries within the food sector, such as full-service restaurants,
many of which offer takeout and home delivery services.

The industry also competes indirectly with households that prepare their own meals or purchase prepackaged meals
from supermarkets to consume at home, in addition to convenience stores and other outlets that retail food. When
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economic conditions are gloomy, consumers are more likely to trade down to lower-cost food options, putting
pressure on fast food restaurants to lower prices.

Barriers to
Entry

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

  Given the franchise component of the Fast Food
Restaurants industry in Canada, barriers are typically low
for this market, as operators can lease premises,
equipment, furniture and fittings from the franchisor, which
cuts down the initial capital costs. Also, franchisors
provide training, food and beverages, in addition to some
financial and accounting functions for a proportional share
of revenue from their franchisees. These provisions lower
operational costs and can also minimize some risks,
especially for inexperienced hospitality industry persons
entering the industry. Still, individual franchisees carry
much of the day-to-day operational and management
risks associated with their own business.

Concentration

Industry concentration is low, with the top four players
accounting for about 40.0% of the industry's total revenue
in 2021. While 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.

Regulation

Industry regulation and licensing are significant, from
health and food service regulations to occupational health
and safety issues, particularly in relation to safety in
kitchen operations. Regardless, these issues do not
create any insurmountable barriers to either entering or
operating in this industry.

Barriers to success

Overall, the industry's barriers to entry are low.
Meanwhile, barriers to success, meaning the ability to
stay profitable and in operation for more than a few initial
years, are significantly higher. 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 high
since the hours are often demanding.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance None  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  Most operators in the Fast Food Restaurants industry in Canada are either franchisees or small-scale businesses
that are locally owned and primarily serve a domestic customer base. However, this industry also includes several
large-scale chains, such as McDonald's Corporation and Subway, which each operate thousands of locations
globally. At the same time, there are no major operators in Canada that are not based in North America. In the
coming years, this industry will likely be subject to increasing globalization, as those major players that are based in
North America continue to pursue expansion in developing international markets, such as China.
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Major Companies

Major Players McDonald's Corporation

Market Share: 16.0%

  McDonald's Corporation (McDonald's), the world's largest fast food operator, opened its first store in 1948 in San
Bernardino, CA, and signed its first franchise agreement in April 1954. By 1957, McDonald's had 14 stores and
opened its first international store in Canada 10 years later. The company entered a high-growth phase during the
1970s, opening about 500 new stores each year. During the 1980s, however, growth slowed as competition from
other quick service operators increased. Competition intensified to an even greater extent during the 1990s. At that
time, McDonald's diversified within the quick service industry by purchasing other operators and increasing its
international investments. According to the company's 2020 annual report (latest data available), McDonald's
employs about 200,000 workers and generated global system-wide sales of $114.1 billion in 2020.

McDonald's serves about 2.5 million customers at its restaurants across Canada every day. Additionally, there are
about 1,400 McDonald's locations in Canada and McDonald's employs more than 90,000 Canadians. An estimated
75.0% of its Canadian restaurants are locally owned and operated by franchisees. McDonald's is also the largest
buyer of ground beef in the Canadian restaurant industry, purchasing more than 30.0 million kilograms (66.0 million
pounds) annually.

The McDonald's menu has traditionally consisted of a range of burgers, fries, desserts and beverages. Over the past
decade, however, the company has introduced a range of healthier options, such as salads, to cater to changing
consumer preferences. More recently, in response to lower sales, McDonald's has moved to test new menu
offerings in an attempt to phase out its Dollar Menu & More, which offers items ranging between $1.00 and $5.00.
These value menu items are designed to be sold as loss leaders, enticing customers into the store with the hope
that they will pay for more expensive products while there. The chain is also making a bigger push into the breakfast
segment, where it is a market leader, by emphasizing the high quality of its McCafe coffee and offering all-day
breakfast.

Financial performance
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Over the five years to 2021, Canada-specific revenue for McDonald's is expected to increase at an annualized rate
of 4.1% to $4.4 billion. The company's industry-relevant operating income, measured as earnings before interest
and taxes, is expected to grow at an annualized rate of 8.8% to $1.7 billion during the same period. However, as
McDonald's does not receive revenue from its franchised stores, the company's performance in the industry is best
measured by system-wide sales, which includes revenue earned by company-owned stores and franchised stores.

As a result of persistent competition and lukewarm gains in demand, McDonald's has focused on balancing core
menu classics with new products and promotional food events, such as Chicken McBites, in addition to healthful
options, such as the Egg White Delight McMuffin. The introduction of these new, high-profit products was largely
responsible for sales growth over the past five years. However, lower guest counts and increasing competition have
reduced the company's overall standing in the industry. The company has also begun to experiment with a delivery
service, which could enable the company to capitalize on a $100.0 billion market. If this experiment is successful,
the company is expected to apply it to more stores, including its Canada locations. The company also successfully
increased sales through aggressively cutting prices on soft drinks and introducing new items to the menu, such as a
reintroduction of its Big Mac line.

 
McDonald's Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 3,613.2 N/C 1,129.6 N/C
2017 3,950.3 9.3 1,643.6 45.5
2018 4,276.0 8.2 1,774.7 8.0
2019 4,534.4 6.0 1,925.0 8.5
2020 4,284.8 -5.5 1,633.8 -15.1
2021 4,412.3 3.0 1,720.4 5.3

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

Tim Hortons Inc.

Market Share: 11.9%

  Tim Hortons Inc. is synonymous with coffee in Canada. The Canada-based fast casual restaurant was founded in
1964 in Hamilton, ON, and has grown to be one of the largest food service operators in Canada. Tim Hortons caters
to a broad range of consumer tastes, with a menu that includes premium-blend coffee; espresso-based hot and cold
specialty drinks, such as lattes, cappuccinos and espresso shots; teas; fruit smoothies; and a growing range of food
options, such as soups, sandwiches, wraps, yogourt and baked goods.

Tim Hortons owns and operates only a small number of company restaurants, preferring to franchise the majority of
its locations. The chain operates both full-service restaurants and self-serve kiosks that offer a limited product
offering. It also operates in offices, hospitals, colleges, airports and convenience stores. The company's strategy is
to use self-service kiosks where existing full-service locations are at full capacity. The company has a vertically
integrated supply chain and supplies paper, dry goods, frozen baked goods and refrigerated products to a majority
of its stores.

In December 2014, Burger King Worldwide Inc. (Burger King) acquired Tim Hortons. Subsequently, both chains
were taken off the stock market and combined under Restaurant Brands International Inc. (RBI), a holding company
that is also based in Canada and majority-owned by 3G Capital. The acquisition and subsequent combination of
companies under RBI is expected to significantly boost the company's market share in the coming years, as RBI is
expected to continue to aggressively expand Tim Hortons worldwide. Moving forward, the company's business
strategy aims to expand internationally, while defending its favourable position in Canada and aggressively
competing in the saturated US market. The company plans on doing this through significant menu overhauls,
introducing premium products and extending its brand reach in urban areas through nontraditional formats.

Financial performance

Tim Hortons has struggled over the five years to 2021 as a result of the operational difficulties following the
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formation of RBI. According to RBI, the company took the strategies used by Burger King to take market share away
from the McDonalds Corporation in the United States and tried to apply them to the Canadian operations of Tim
Hortons. However, the company failed to realize that Tim Hortons is already the dominant player in Canada, which
caused the strategy to backfire and harmed industry-relevant operations during the period. The company is also
under attack in Canada, with renewed competition from rivals such as McDonald's Corporation and Starbucks
Corporation, which are increasingly targeting consumers in the breakfast segment. Lastly, volatile commodity
markets, the COVID-19 (coronavirus) pandemic and souring consumer confidence have also affected sales during
the latter half of the five-year period, as several consumers have pulled back spending on discretionary items, such
as those offered by the company. Nevertheless, Tim Hortons added about 1,000 locations over the past five years.
However, the company's industry-relevant revenue is expected to decline an annualized 0.9% and reach $3.3 billion
over the five years to 2021. The company is expected to increasingly rely on product innovation, new technologies
and upselling to increase the average customer's spending per visit for growth, rather than simply building new
locations. The company's operating income, measured as earnings before interest and taxes, is expected to
decrease at an annualized rate of 2.0% to $1.1 billion over the five years to 2021.

 
Tim Hortons Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 3,441.9 N/C 1,229.5 N/C
2017 3,542.6 2.9 1,275.6 3.7
2018 3,695.0 4.3 1,264.9 -0.8
2019 3,842.9 4.0 1,289.4 1.9
2020 3,259.9 -15.2 954.8 -26.0
2021 3,286.2 0.8 1,109.4 16.2

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

Subway

Market Share: 5.6%

  Subway is a privately owned fast food chain that primarily sells sub sandwiches. The chain is owned by holding
company Doctor's Associates Inc. All stores are franchised and the company employs a small head office staff.
Nonetheless, the company has more than 250,000 people working in its franchised stores globally. Subway
establishments sell custom sub sandwiches, salads and other food items. The company markets its products as
healthful alternatives to typical fast food. Founded in 1965 and headquartered in Milford, CT, Subway began
franchising Subway shops in 1974 after opening up 16 individual shops on its own. Subway currently has more than
42,000 restaurants operating in more than 100 different countries, including more than 3,000 restaurants in Canada
alone.

Over the past decade, Subway significantly boosted its marketing campaigns and has been at the forefront of
advertising to consumers seeking healthier options. Its current slogan, “Eat Fresh,” was implemented in 2002. The
company chose this slogan to highlight its use of freshly baked breads and fresh produce in sandwiches made
directly in front of customers, tailored to their exact specifications. Subway capitalized on this characteristic to
separate it from most fast food establishments. In 2008, the company shifted away from its established healthy
image to focus on its Five Dollar Footlong promotion, along with numerous variations of this theme in different
countries, a campaign that coincided with the recession. The promotion proved to be successful in attracting new
customers and boosting sales, though the company announced in February 2016 that it would discontinue this
promotion due to inflation.

Financial performance

Subway is a private company and does not publicly disclose its financial results. However, IBISWorld estimates that
Subway's Canadian system-wide revenue will decline at an annualized rate of 3.4% to $1.6 billion over the five
years to 2021. The company's industry-relevant operating income, measured as earnings before interest and taxes,
is expected to fall at an annualized rate of 3.1% to $66.3 million during the same period. The company's industry-
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relevant revenue is forecast to fall as a result of increased competition and a steady decline in demand for the
company's sandwiches. In 2020, the COVID-19 (coronavirus) pandemic is expected to reduce demand for Subway
and lead to a decline of 6.7% in the company's industry-relevant revenue. Also, the company's image as being a
healthy option has diminished due to increased healthy offerings among other operators in the industry. Subway's
reputation as a source of fresh food has grown to feel out-of-date among many consumers. For instance, sleeker
layouts, shrewd marketing techniques that amplify the use of locally sourced ingredients and fast in-store turnover
that precludes ingredients such as fresh vegetables from sitting too long, have enabled competitors such as Chipotle
Mexican Grill Inc. and Five Guys Enterprises LLC to gain market share from long-standing stalwarts. Similarly,
regional and local players, typically smaller in size and built around popular local chefs or restaurant groups, have
also increased in popularity during the five-year period, creating another facet of competition in an already saturated
market.

 
Subway (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,848.5 N/C 77.4 N/C
2017 1,698.1 -8.1 73.5 -5.0
2018 1,681.0 -1.0 74.0 0.7
2019 1,691.5 0.6 55.6 -24.9
2020 1,578.4 -6.7 45.0 -19.1
2021 1,553.6 -1.6 66.3 47.3

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

A&W Food Services of Canada Inc.

Market Share: 5.2%

  Headquartered in North Vancouver, BC, A&W Food Services of Canada Inc. (A&W) is a privately held fast food
restaurant chain. A&W opened its first restaurant in Winnipeg, MB, in 1956. However, the company was originally a
part of its United States counterpart, A&W Restaurants Inc., which was founded in Lodi, CA, by Roy W. Allen and
Frank Wright in 1923. A&W was sold to Unilever in 1972 and eventually was subject to a management buyout in
1995. As a result, A&W operates separately from A&W Restaurants Inc.

A&W was a drive-in restaurant that was best known for serving burgers, onion rings and frosted mugs of A&W Root
Beer via its signature carhops. Although the menu staples have stayed the same, the drive-ins have been replaced
by freestanding restaurants with drive-through service. The company has also expanded into new, nontraditional
spaces, including shopping centres, airports and highway gas and convenience store locations. Its success has also
been boosted by the popularity of A&W Root Beer, which is currently Canada's top root beer brand. According to the
company's 2020 annual report (latest data available), A&W has 971 Canadian locations, ranging from Vancouver
Island to Newfoundland.

Financial performance

Over the five years to 2021, the company's system-wide sales are expected to grow at an annualized rate of 4.1%,
outpacing many of its major competitors, reaching $1.4 billion. The company's industry-relevant operating income,
measured as earnings before interest and taxes, is expected to grow at an annualized rate of 1.3% to $135.9 million
during the same period. In recent years, the company has experienced strong gains due to the company's
aggressive menu changes toward healthier offerings in a pitch to attract a larger number of the millennial
demographic. The company's initiative to offer consumers better ingredients is part of a larger push to differentiate
itself from other major fast food competitors. Consequently, the company has introduced hormone free beef into its
restaurants, in addition to pork and chicken raised without any antibiotics. The company has also introduced eggs
from hens that are not fed animal by-products, along with fair trade coffee to attract more health-conscious
individuals as well. All of these factors have contributed to healthy gains over the past five years.
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A&W Food Services of Canada Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,162.5 N/C 127.6 N/C
2017 1,239.4 6.6 144.0 12.9
2018 1,419.7 14.5 113.0 -21.5
2019 1,543.6 8.7 117.4 3.9
2020 1,376.9 -10.8 104.1 -11.3
2021 1,424.4 3.4 135.9 30.5

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies Yum! Brands Inc.

  Market Share: 3.8%
  Yum! Brands Inc. (Yum!) is a Louisville, KY-based fast food conglomerate. Until 1997, the restaurant chains within

Yum! were owned by PepsiCo Inc. (PepsiCo), which publicly listed its restaurant operations to improve its cash flow.
PepsiCo purchased Pizza Hut in 1977, Taco Bell in 1978 and KFC in 1986 and used these operations as outlets for
its drinks. Until December 2011, Yum! also operated the seafood restaurant chain Long John Silver's and A&W
Restaurants, which were sold off to major franchisees and strategic investors. The company has more than 49,000
company-owned, franchised and licensed restaurants in more than 125 countries, making it one of the largest fast
food restaurant companies in the world in terms of outlets.

Similar to its competitors, Yum! focuses on a franchise model, with nearly 80.0% of the company's stores operating
under franchise or licence agreements. The franchise model contributes to the revenue of Yum! through annual
royalties and franchise fees. The strategy of Yum! involves the opening of collocated, multibranded restaurants in
high-traffic areas. It is not uncommon to find a KFC, Pizza Hut or Taco Bell located next to one another within the
same building. Over the past decade, Yum! has moved aggressively to open new restaurants in China, particularly
KFC restaurants, which has resulted in strong international revenue growth.

In October 2015, the company announced plans to separate its China business into a separate, independent entity,
which went into effect in 2017. Beleaguered by several missteps in the industry's largest market, including a string of
food safety mishaps and still-increasing competition, the company will turn its China business into a licensee of the
company. Yum! has encountered increasing difficulty with maintaining sales numbers, as consumers have shifted
their preferences toward fast casual options, which offer higher-quality meals at a similar price point. In response,
the company has made a significant effort over the past three years to refranchise its company-operated stores to
free up capital and cut operating costs. Overall, Yum! is expected to generate industry-relevant revenue of $1.1
billion in 2021.

MTY Food Group Inc.

  Market Share: 1.0%
  MTY Food Group Inc. (MTY) is a Montreal-based fast food operator and franchisor. MTY's brand portfolio is varied,

consisting of 26 brands ranging from the recent acquisition SushiGo, to the assets of Extreme Brandz, which owns
the Extreme Pita and Mucho Burrito banners. Other popular brands include Taco Time, the Country's Best Yogurt
and Croissant Plus, among others. In 2015, the company had an estimated 2,738 locations. However, in October
2016, MTY acquired BF Acquisition Holdings LLC, which has increased the number of establishments to more than
5,500, with the majority of these locations being run under operator agreements or franchises. According to the
company's 2020 annual report (latest data available), it now has more than 7,000 locations in operation, 113 of
which are operated by MTY, with the rest being franchises. As a result, revenue from franchised locations is
primarily generated from franchise and royalty fees, sign rental, supplier contributions and additional value-added
services and goods to franchisees.

The company's locations vary between street front properties to stores located in food courts and shopping malls.
The company also has several locations that have a nontraditional format in stores located in areas such as
cinemas, gas stations and other areas, in which space is shared or a kiosk is more appropriate than the typical
storefront setup. Nearly half its locations are street front properties, with shopping mall and food court locations
comprising the second-largest share of company establishments. Additionally, while MTY has developed several of
the brands it operates such as the Tiki Ming and Sukiyaki banners, the company has also engaged in significant
acquisition activity over the past decade. These acquisitions include the purchase of an 80.0% stake in Thai Zone, in
addition to the aforementioned SushiGo, Extreme Pita, PurBlendz and Mucho Burrito brands in 2013. Overall, the
company is expected to generate industry-relevant revenue of $271.2 million in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Fast Food Restaurants industry in Canada is
characterized by a moderate to low level of capital
intensity, with the typical industry operator expected to
spend $0.09 on capital investments for every $1.00
allocated to labour inputs in 2021. The industry is heavily
dependent on direct labour input across all areas of
operation, including taking orders, delivery, food
preparation, cleaning and operational management. Due to
the service-based nature of this industry's services, many
of these labour-intensive functions cannot easily 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.

Nevertheless, many operations of the typical fast food
restaurant can be improved by investing in certain
technologies and equipment. For example, 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. However, the main beneficiaries
of technological advancements are relatively large chains.
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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.

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

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.

This technology trend is underscored by structural factors that support new entrants. An accommodative structure can
create a situation where small entrants can focus on less profitable albeit innovative industry entry points. Or, large
operators in other industries can leverage expertise in other areas to enter the industry from a new angle.

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.

Technological disruption for the Canadian Fast Food Restaurants industry has
been minimal.

Overall, technology has been a positive force for the industry due to it increasing accessibility to potential customers
through social media platforms such as Facebook, Twitter and Instagram. One technological change that has been both
positive and negative for many industry operators is mobile technology, which permits consumers to order their fast food on
their mobile applications ahead of time and pick it up at their convenience. For larger operators this technology has been a
positive force by encouraging more consumers to purchase their products, while many smaller operators cannot provide
this service, therefore putting them at a disadvantage. Moreover, many competitors such as the Coffee and Snack Shops
industry in Canada (IBISWorld report 72221bCA) also use this technology and offer similar products, therefore, further
increasing competition. To combat this disruptive force, operators that can adapt to this technology do so while smaller
operators try to offer more niche products and services to appeal to other types of customers.

The level of technology change is    Medium

  Operators in the Fast Food Restaurants industry in Canada regularly leverage
technology to increase sales and reduce labour and food costs.

Many companies in this industry also rely on technological innovation to improve business processes, support growth,
maintain current operations and improve meal experiences.
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Quality of service

Most technological innovation in this industry aims to promote quality service
and reduce customer wait times.

Wireless electronic ordering systems that link front-of-the house orders to kitchen meal preparation are an example of such
innovation. The increasing sophistication of the internet and mobile technology has also enabled industry players to reach
wholesalers and suppliers online. This development has also resulted in increased efficiencies in coordinating supplies and
other pre-prepared food items. Larger chains also use data networks to send and receive business data to and from
restaurants to monitor and analyze all aspect of the business. Through data analytics, operational efficiencies can be
identified and improved on throughout a company's network of stores.

Point-of-sale systems

Most operators now have point-of-sale systems in stores to speed up service,
which helps lead to larger purchases on average and cuts down on labour
costs.

Retailers are increasingly accepting credit card payments through devices such as Square, which connect directly to the
store's tablet device and facilitates ease of transaction. Customers can sign with their finger on a touchscreen rather than
with a pen and have the receipt emailed to them. Some restaurants have adopted mobile technology, enabling customers
to order via mobile applications and online.

Social media

Technology has also aided fast food restaurants with marketing.

Social media outlets such as Facebook, Twitter and Instagram enable operators to connect directly with customers and
tailor their brand's message to target fragmented consumer segments.

Revenue
Volatility

The level of volatility is    Medium

  The Fast Food Restaurants industry in Canada has experienced a low to
moderate degree of revenue volatility over the five years to 2021, with year-to-
year revenue growth rates ranging from strong growth of 7.1% in 2016, to a
decline of 9.2% in 2020.

Significant volatility in revenue growth is somewhat uncommon in this industry, largely due to the very high household
penetration rate for quick service meals. The industry also offers a wide range of food types, menu prices and locations to
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suit guests' changing tastes and needs. This diversity of options helps to further mitigate revenue volatility, as the industry
is not overly reliant on revenue from any particular market segment or geographic region.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

The Fast Food Restaurants industry in Canada is subject to a moderate level
of regulation.

Industry-relevant regulations cover a wide range of topics, including food safety and standards, labour conditions, liquor
licensing and franchising requirements. Most of these 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, it 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 also 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-skilled workers
at hourly rates and is subject to minimum wage and employee benefits
regulations.

Each province formulates and regulates its own minimum wage.

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. There are some
differences pertaining to the circumstances in which ventilated smoking rooms are permitted and the distance 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 which provides a summary of information on the franchisor, its executive team,
history and existing franchise agreements. These laws are intended to address the perceived imbalance of power in the
franchisor-franchisee relationship.

Industry
Assistance

The level of industry assistance is    None and the trend is Steady

Operators in the Fast Food Restaurants industry in Canada do not typically
receive formal assistance from federal or provincial governments in the form
of tax breaks or tariffs.

However, there are various industry-relevant trade associations that support the industry as a whole. For example,
Restaurant Canada provides industry news, research, event sponsorship and networking opportunities, in addition to
advocating on behalf of federal and provincial government policies that are beneficial to industry companies. There are also
several trade organizations that provide similar services on a more local level.

Due to the spread of COVID-19 (coronavirus), the Canadian Government instituted a variety of assistance programs that
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various industry operators qualified for. For example, the Canada Emergency Wage Subsidy provided weekly assistance
for eligible employers that had been negatively affected by the coronavirus pandemic. Additionally, operators were able to
take advantage of tax deferrals and improved access to credit and loans to remain liquid. The Canada Emergency
Business Account also provided interest-free loans to small businesses. Large operators could apply for bridge financing
through the Large Employer Emergency Financing Facility.
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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 21,825 8,068 25,783 17,830 325,733 N/A N/A 6,677 N/A 1,024
2013 22,238 8,230 27,613 19,073 342,476 N/A N/A 6,781 N/A 1,050
2014 22,996 8,501 28,052 19,281 350,429 N/A N/A 6,966 N/A 1,078
2015 24,695 9,179 29,558 20,120 362,694 N/A N/A 7,433 N/A 1,103
2016 26,444 9,836 30,218 20,395 376,415 N/A N/A 7,964 N/A 1,126
2017 26,924 10,086 30,505 20,449 387,694 N/A N/A 8,146 N/A 1,167
2018 27,801 10,514 31,200 20,940 395,853 N/A N/A 8,485 N/A 1,197
2019 28,419 10,590 30,930 20,762 404,247 N/A N/A 8,838 N/A 1,217
2020 25,817 9,789 30,291 20,423 382,910 N/A N/A 8,303 N/A 1,143
2021 27,570 10,730 31,361 21,092 402,477 N/A N/A 8,755 N/A 1,199
2022 29,838 11,519 32,700 21,930 427,426 N/A N/A 9,333 N/A 1,254
2023 30,654 11,827 33,347 22,349 438,212 N/A N/A 9,572 N/A 1,284
2024 31,101 12,010 33,830 22,670 445,297 N/A N/A 9,724 N/A 1,306
2025 31,415 12,148 34,273 22,971 450,991 N/A N/A 9,843 N/A 1,328
2026 31,675 12,265 34,669 23,241 456,022 N/A N/A 9,947 N/A 1,350

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Consumer

spending (%)
2012 2.78 4.00 1.50 0.52 4.18 N/A N/A 3.54 N/A 1.89
2013 1.89 2.01 7.09 6.97 5.14 N/A N/A 1.56 N/A 2.62
2014 3.40 3.29 1.58 1.09 2.32 N/A N/A 2.72 N/A 2.57
2015 7.39 7.96 5.36 4.35 3.49 N/A N/A 6.70 N/A 2.32
2016 7.08 7.15 2.23 1.36 3.78 N/A N/A 7.13 N/A 2.10
2017 1.81 2.54 0.94 0.26 2.99 N/A N/A 2.28 N/A 3.67
2018 3.25 4.25 2.27 2.40 2.10 N/A N/A 4.16 N/A 2.53
2019 2.22 0.72 -0.87 -0.86 2.12 N/A N/A 4.15 N/A 1.65
2020 -9.16 -7.57 -2.07 -1.64 -5.28 N/A N/A -6.06 N/A -6.08
2021 6.78 9.61 3.53 3.27 5.11 N/A N/A 5.44 N/A 4.89
2022 8.22 7.35 4.26 3.97 6.19 N/A N/A 6.60 N/A 4.61
2023 2.73 2.67 1.97 1.91 2.52 N/A N/A 2.56 N/A 2.38
2024 1.46 1.54 1.44 1.43 1.61 N/A N/A 1.58 N/A 1.74
2025 1.00 1.15 1.30 1.32 1.27 N/A N/A 1.22 N/A 1.67
2026 0.82 0.95 1.15 1.17 1.11 N/A N/A 1.05 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 37.0 N/A N/A 67.0 30.6 12.6 20,497
2013 37.0 N/A N/A 64.9 30.5 12.4 19,801
2014 37.0 N/A N/A 65.6 30.3 12.5 19,879
2015 37.2 N/A N/A 68.1 30.1 12.3 20,495
2016 37.2 N/A N/A 70.3 30.1 12.5 21,157
2017 37.5 N/A N/A 69.5 30.3 12.7 21,010
2018 37.8 N/A N/A 70.2 30.5 12.7 21,434
2019 37.3 N/A N/A 70.3 31.1 13.1 21,862
2020 37.9 N/A N/A 67.4 32.2 12.6 21,683
2021 38.9 N/A N/A 68.5 31.8 12.8 21,752
2022 38.6 N/A N/A 69.8 31.3 13.1 21,835
2023 38.6 N/A N/A 70.0 31.2 13.1 21,844
2024 38.6 N/A N/A 69.8 31.3 13.2 21,838
2025 38.7 N/A N/A 69.7 31.3 13.2 21,826
2026 38.7 N/A N/A 69.5 31.4 13.2 21,813

Figures are inflation adjusted to 2021



Fast Food Restaurants in Canada May 2021

37 IBISWorld.com

Additional Resources
Additional
Resources

Restaurants Canada
http://www.restaurantscanada.org

National Restaurant Association
http://www.restaurant.org

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

Industry Jargon BABY BOOMERS
Consumers born between 1946 and 1964 who account for a major proportion of the population.

GROSS SALES
Revenue from franchised and company-owned store sales.

NET REVENUE
Revenue from company-owned stores and franchise fees, but not franchised stores' total sales.

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

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

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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