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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 Coffee and Snack Shops industry in Canada is forecast to be negatively affected by the COVID-19
(coronavirus) pandemic. Due to rising uncertainty due to the Delta variant, there is an expected decline in demand
for industry goods as many consumers forgo many of their industry-relevant coffee orders. For more detail, please
see the Executive Summary chapter.

• Coffee and snack shops are able to provide coffee and other products to consumers that take them to go. Although
some establishments have chosen to temporarily close, the establishments that remained open have been able to
provide some service to consumers. This could mitigate some of the loss operators have experienced. For more
detail, please see the Current Performance chapter.

• The sharp decline in demand is expected to cause several operators to lay off staff. 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 Coffee and Snack Shops industry in Canada includes all establishments primarily engaged in preparing and

serving specialty snacks and nonalcoholic beverages, including ice cream, frozen yogourt, cookies, doughnuts,
bagels, coffee, juices, smoothies or sodas.

Major Players Starbucks Corporation

Main Activities The primary activities of this industry are:

Operating coffee shops

Operating snack shops

Operating ice cream and soft-serve shops

Operating frozen yogourt shops

Operating doughnut shops

Operating bagel shops

Operating juice and smoothie shops

Operating cupcake shops

Operating cookie shops

The major products and services in this industry are:

In-store beverages

To-go beverages

Food

Other
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Supply Chain

SIMILAR INDUSTRIES

Specialty Food Stores in Canada Full-Service Restaurants in
Canada

Caterers in Canada Street Vendors in Canada

Bars & Nightclubs in Canada Fast Food Restaurants in Canada    

   

       

       

RELATED INTERNATIONAL INDUSTRIES

Coffee & Snack Shops in the US Bakery Cafes Frozen Yogurt Stores Juice & Smoothie Bars

Coffee Store Franchises The Retail Market for Coffee Cafes and Coffee Shops in
Australia

Cafes, Bars & Other Drinking
Establishments in China

Juice & Smoothie Bars in the UK Cafes & Coffee Shops in the UK Cafes and Restaurants in New
Zealand
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Industry at a Glance
Key Statistics

$4.9bn
Revenue

Annual Growth

2016–2021

-0.1%

Annual Growth

2021–2026

1.6%

Annual Growth

2016–2026

 

$204.7m
Profit

Annual Growth

2016–2021

-1.1%

  Annual Growth

2016–2021

 

4.2%
Profit Margin

Annual Growth

2016–2021

-0.2pp

  Annual Growth

2016–2021

 

6,634
Businesses

Annual Growth

2016–2021

1.4%

Annual Growth

2021–2026

1.8%

Annual Growth

2016–2026

 

54,731
Employment

Annual Growth

2016–2021

-2.0%

Annual Growth

2021–2026

2.5%

Annual Growth

2016–2026

 

$1.3bn
Wages

Annual Growth

2016–2021

-1.0%

Annual Growth

2021–2026

2.3%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

-0.6%
World price of coffee

1.3%
Consumer spending

1.5%
Consumer confidence index

1.8pp
Adult obesity rate

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Industry Globalization
Low / Increasing

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Regulation & Policy
Medium / Increasing   Technology Change

Medium

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Barriers to Entry

Low / Steady

  Competition
High / Increasing

 

Key Trends

 Starbucks is likely to remain a major competitive force
despite planned closures

 The popularity of ordering through nontraditional channels
has resulted in increasing lead times

 One of the fastest growing segments of the industry has
been independent coffee shops

 Industry operators are expected to benefit from higher levels
of in-person activity

 Starbucks has significantly ramped up its food program to
capture a larger piece of the breakfast and lunch market

 Competition will likely increase as the market becomes
saturated

 The industry has benefited from greater consumer spending
on breakfast over most of the past five years
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

  High Revenue per Employee

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Barriers to Entry

  Low & Steady Level of Assistance

  High Competition

  Low Profit vs. Sector Average

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  Consumer confidence index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  World price of coffee
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Executive Summary Snack attack: An improving economy is expected to expand discretionary
spending on industry services

The Coffee and Snack Shops industry in Canada has experienced a decline over the five years to 2021, with
previous years of steady growth offset by the disruptions caused by the COVID-19 (coronavirus) pandemic. Prior to
the economic upheaval caused by the pandemic, the industry experienced steady growth in line with the domestic
economy. Steadily increasing consumer spending in Canada during most of the period has supported industry
expansion. Nevertheless, these years of low but steady growth were largely offset by the unprecedented drop in
demand due to the pandemic, with many industry establishments being forced to close due to business restrictions.
Consequently, IBISWorld expects industry revenue to decline an annualized 0.1% to $4.9 billion over the five years
to 2021, including an increase of 8.0% in 2021 alone as the industry partially recovers amid a wider economic
reopening.

The industry has benefited from greater consumer spending on breakfast over most of the past five years. The
breakfast segment has been a bright spot in an otherwise slow growing food service sector during the period.
However, coffee and snack shop operators have been forced to contend with increased competition from fast food
restaurants, such as McDonald's Corporation and Tim Hortons Inc. (Tim Hortons), which recognize that serving
specialty coffee during breakfast is a key means of drawing customers through the door. For this reason, operators
have added a greater variety of food items to their menus, such as breakfast sandwiches and fruit and granola cups.
Further challenges are posed by pandemic operating conditions, which favours drive-thru or delivery service, with
convenience a primary selling point for industry operators seeking to expand profit.

Over the five years to 2026, operators will likely continue to offer more nontraditional, high-margin menu items such
as iced coffee drinks, breakfast items and wraps. Major player Starbucks Corporation has stated plans to reduce its
number of locations and refocusing its business model to provide convenient service options to bolster its share of
the Canadian coffee retail market. At the same time, improving growth in the overall economy, coupled with higher
consumer confidence, is expected to expand discretionary spending on industry services. As a result, industry
revenue is forecast to grow at an annualized rate of 1.6% to $5.3 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 are more likely to spend money on
eating out. Consumer spending is expected to increase in 2021.

 

Consumer confidence index

Strong growth in the broader 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 coffee, pastries and other industry products, when they feel confident about their personal
finances and the condition of the overall economy. The Consumer Confidence Index is expected to rise in 2021,
representing a potential opportunity for the industry.

 

World price of coffee

Coffee beans are a major input for coffee shops, and rising input costs can often force industry operators to raise
their prices to remain profitable. However, significant price-based competition can limit the ability of operators to
increase their prices, causing operators' profit to contract. The world price of coffee is expected to increase in 2021,
posing a potential threat to the industry.

 

Adult obesity rate

According to 2020 data from the Organisation for Economic Co-operation and Development (OECD), Canada has
one of the world's highest obesity rates and the percentage of the adult population that is obese or overweight is
expected to continue to increase as consumers' diets continue to get progressively less nutritious. Still, consumers
are becoming increasingly aware of issues related to weight and obesity, fatty food intake and food safety issues.
This factor particularly affects operators that have a large proportion of fatty or unhealthy products. The adult obesity
rate is expected to grow in 2021.

 



Coffee & Snack Shops in Canada September 2021

11 IBISWorld.com

Current
Performance

The Coffee and Snack Shops industry in Canada has experienced an
overall decline over the five years to 2021.

The industry experienced steady growth in each year during the period until 2020 when it was disrupted by the
global COVID-19 (coronavirus) pandemic. Coffee continues to be a vital part of the daily routine for many
Canadians. According to a 2020 survey from the Coffee Association of Canada, 71.0% of Canadian adults drink
coffee on a daily basis, and the average Canadian coffee drinker consumes an average of 2.7 cups of coffee each
day (latest data available). According to the same survey, coffee is the most consumed beverage among adults in
Canada, even more than tap water. Most coffee consumption still occurs inside the home. However, rising
household income during most of the period has enabled more consumers to enjoy coffee prepared by cafes and
coffee shops. Despite these previous indicators of industry expansion, the coronavirus pandemic led to a major
decline across the industry in 2020. Ultimately, industry revenue is estimated to fall at an annualized rate of 0.1% to
$4.9 billion over the five years to 2021.

Demand for industry goods and services is expected to have experienced a sharp decline in 2020 as consumers
followed shelter-in-place and switched to remote working and school arrangements. The drastic drop in demand for
industry services resulted in revenue falling 13.5% in 2020. Many businesses were temporarily closed, with some
operators forced to lay off employees. As a result, industry employment is expected to decline at an annualized
2.0% to 54,731 workers over the five years to 2021, largely driven by an estimated drop of 25.9% in 2020 alone.
Those operators remaining in business in 2021 have altered business practices to comply with health and safety
practices. While many shops stay open and continue operations through delivery, online ordering and curbside
pickup, mitigating some of the loss operators will experience, it is unlikely that most shops will be able to fully
recover their volume of sales in the near term. The sharp decline in demand and industry revenue is expected to
cause several operators to shut down in 2021 as many locations become financially unviable. However, revenue is
anticipated to increase relative to prior year as broader economic reopening brings customers back to coffee and
snack shops throughout Canada. As a result, industry revenue is expected to grow 8.0% in 2021 as pandemic
disruptions diminish.

LARGE-SCALE COFFEE CHAINS

The sale of coffee beverages is unique in Canada due to the dominance of
one single chain, Tim Hortons Inc.

(Tim Hortons). While the company is technically classified as a restaurant, and is therefore not included in the
Coffee and Snack Shops industry in Canada, Tim Hortons plays a substantial role in industry operations. However,
the chain has experienced a slowdown compared with the 1990s and early 2000s, as the domestic market has
become saturated with coffee shops and other food service companies serving coffee.

Meanwhile, Starbucks Corporation (Starbucks) controls a significant share of the industry's total market, and the
company has been one of the industry's fastest growing chains in terms of new stores over the past five years, with
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Starbucks operating more than 1,600 locations in Canada as of 2020 (latest data available). However, due to the
coronavirus pandemic's effect on customer's coffee habits, the company announced it would close 300 locations
across Canada to focus on convenience and offer expanded drive-thru, pick-up and delivery options. As the overall
industry adapts to the transition period out of the pandemic, Starbucks is likely to remain a major competitive force
despite these planned closures. Ultimately, the number of industry establishments is expected to rise 0.6% to 8,062
locations over the five years to 2021 as company owners seek to remain profitable amid changing operating
conditions. In 2021, industry profit, measured as earnings before interest and taxes, is expected to account for 4.2%
of revenue.

EXPEDITED SERVICE

To cater to increased consumer demand for quick service, several of the
industry's larger operators have introduced initiatives to expedite
customer service, including the introduction of double lanes at many
drive-thru locations, as well as express beverage lanes inside restaurants
and more mobile payment capabilities.

These initiatives have been taken as a way to appease consumers that have less available time due to busier
lifestyles and longer work hours. This trend is especially apparent among high-income, white collar workers who can
afford to pay for premium coffee.

In a similar move, Starbucks' investment in digital payment options has increased exponentially over the past five
years. In fact, an estimated 21.0% of total transactions in North America are conducted through the company's
mobile app, with the transactions in the United States reaching an estimated 27.0% of total transactions alone. This
feature enables consumers to browse the store's menu offerings, while also enabling them to customize beverages
to their liking. In doing so, consumers are able to purchase beverages and food items in advance and minimize
overall wait times within the store. However, the popularity of ordering through nontraditional channels, coupled with
still-increasing traditional demand, has resulted in increasing lead times and slowing service under certain
circumstances. However, given the shifts due to safety protocols and changes in customer habits due to the
pandemic, these service options are expected to undergo improvement.

THIRD WAVE COFFEE AND POTENTIAL HURDLES

Over the past five years, one of the fastest growing segments of the
industry has been independent coffee shops targeting coffee
connoisseurs with high-quality espresso, as well as siphoned and filtered
coffee beverages.

This trend, which has been termed third wave or specialty coffee, considers coffee an artisanal product, rather than
a commodity, where the origin of the coffee bean is important, much similar to wine. This trend mirrors that of other
countries, such as Australia, the United Kingdom and Scandinavia, where ordering a cup of coffee has become a
value-added experience among many demographics. The Canadian market has buttressed the United States where
there are many prominent third wave coffee exponents, such as Stumptown Coffee Roasters in Portland, OR;
Intelligentsia Coffee in Chicago; and Blue Bottle Coffee Inc. in Oakland, CA. In Canada's major urban hubs, shops
such as Dark Horse Espresso Bar in Toronto and Revolver in Vancouver are replicating this trend in the domestic
market. Specialty coffee remains small compared with the whole industry, partly due to the higher price point that
third wave coffee commands. However, the segment has grown quickly over the past five years and has had a large
influence on major coffee chains. These trends have helped many independent operators establish themselves,
causing the number of industry enterprises to increase at an annualized rate of 1.4% to 6,634 companies over the
five years to 2021.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Consumer
spending

($b)
2012 3,824 1,439 6,422 5,323 49,694 N/A N/A 1,125 N/A 1,024
2013 4,034 1,517 6,997 5,525 53,523 N/A N/A 1,172 N/A 1,051
2014 4,265 1,578 7,243 5,750 56,380 N/A N/A 1,225 N/A 1,078
2015 4,501 1,652 7,691 5,992 58,782 N/A N/A 1,303 N/A 1,103
2016 4,905 1,765 7,814 6,196 60,641 N/A N/A 1,404 N/A 1,126
2017 4,911 1,799 7,944 6,401 62,806 N/A N/A 1,429 N/A 1,167
2018 5,082 1,877 8,107 6,562 63,883 N/A N/A 1,491 N/A 1,197
2019 5,220 1,945 8,233 6,675 65,090 N/A N/A 1,554 N/A 1,217
2020 4,515 1,487 8,148 6,635 48,201 N/A N/A 1,190 N/A 1,144
2021 4,874 1,694 8,062 6,634 54,731 N/A N/A 1,338 N/A 1,200
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Industry Outlook
Outlook The Coffee and Snack Shops industry in Canada is expected to resume

growth over the five years to 2026.

The macroeconomic fundamentals that drive the industry's expansion are all expected to perform well. As
households and businesses continue to recover from economic challenges posed by the COVID-19 (coronavirus)
pandemic, industry operators are expected to benefit from higher levels of in-person professional and social activity.
The prime driver of growth across the food service sector will likely depend on further vaccine distribution and the
return of spending on broader service activities. Therefore, consumer spending is forecast to rise an annualized
2.6% over the five years to 2026. The national unemployment rate is anticipated to fall an annualized 5.5% during
the same period, further indicating improving business conditions.

At the same time, per capita disposable income is projected to rise at an annualized rate of 0.8% over the next five
years while remaining at a historically elevated level, which will likely encourage many consumers to purchase food
and beverages from industry shops more often. However, the industry is mature and continues to experience
significant challenges. Growth has tapped out to some degree in Canada, as the market has been saturated with
coffee and snack shops. However, there are opportunities for growth in some segments, especially those providing
healthy menus and gourmet products that cannot be recreated at home as easily. Overall, industry revenue is
forecast to increase at an annualized rate of 1.6% to $5.3 billion over the five years to 2026.

PROFITABILITY

Industry profit is expected to stagnate over the next five years.

Many consumers will likely begin to indulge in higher-priced premium items. For instance, many operators will likely
attempt to boost profit by enticing customers to spend on higher-margin products. This strategy emulates Starbucks
Corporation (Starbucks), which has been successful at expanding beverage options to include more coffee-based
drinks and smoothies. However, continued remote work arrangements may lead to many consumers continuing to
make coffee at home as opposed to buying it. This trend is likely to be partially offset by broader economic
reopening, which will likely contribute a rise in customers visiting coffee and snack shops. Additionally, as the
recovery gets underway, rising wages are expected to contribute to a small decline in industry profit. As a result of
these trends, combined with the added operating efficiency of electronic ordering systems and other technological
advancements, profit, measured as earnings before interest and taxes, is expected to account for 4.0% of industry
revenue in 2026.

Starbucks has also significantly ramped up its food program to capture a larger piece of the breakfast and lunch
market. Among its newer offerings, the company has introduced bite-sized sous vide eggs and the company's first
certified gluten-free breakfast sandwich. In a move to capitalize on consumers with less time to prepare food, the
company has also introduced its power lunch offerings, which comprises modular offerings to create one's own
lunch box, depending on the type of diet and preference the consumer has. Many independent operators will likely
be constrained in their ability to raise prices due to intense competition across the industry. Additionally, many of the
small-scale operators in this industry are expected to compete with major chains such as Starbucks by improving the
customer experience. As these companies hire new workers to improve the quality of their services, industry
employment is forecast to grow, rising at an annualized rate of 2.5% to 61,987 workers over the five years to 2026,
as industry employment recovers from pandemic lows.

INTENSIFIED COMPETITION
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Fierce competition is expected between the major chains and independent
establishments over the next five years.

This competition will likely increase as the market becomes saturated and operators attempt to appeal to a wider
audience. The continued expansion of Starbucks in Canada, which positions itself between restaurants such as Tim
Hortons Inc. (Tim Hortons) and independent coffee shops in terms of quality and price, is likely to present strong
challenges to its competitors. Starbucks will likely continue to aggressively target younger demographics, attempting
to convert these consumers for life. Ultimately, Starbucks' performance will likely depend on how successfully it can
convert patriotic Tim Hortons drinkers to its global brand of coffee. A more localized approach may be necessary,
putting Starbucks in direct competition with small local operators that promote their independence as a competitive
advantage. White collar workers, especially those in high-income, inner-city locations, are the most likely to gravitate
to independent coffee shops serving more expensive specialty coffee. These high-income urbanites will likely be the
major driver of the third wave trend that has taken the global coffee industry by storm over the past five years.
Overall, the number of industry establishments is expected to rise at an annualized rate of 1.8% to 8,811 locations
over the five years to 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Consumer

spending  ($b)
2021 4,874 1,694 8,062 6,634 54,731 N/A N/A 1,338 N/A 1,200
2022 5,004 1,746 8,286 6,814 56,638 N/A N/A 1,382 N/A 1,265
2023 5,084 1,786 8,483 6,969 58,260 N/A N/A 1,418 N/A 1,297
2024 5,136 1,817 8,587 7,057 59,535 N/A N/A 1,446 N/A 1,320
2025 5,203 1,849 8,700 7,152 60,816 N/A N/A 1,475 N/A 1,342
2026 5,264 1,879 8,811 7,243 61,987 N/A N/A 1,501 N/A 1,364
2027 5,329 1,909 8,924 7,335 63,144 N/A N/A 1,527 N/A 1,386
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry is growing at a faster rate than the Canadian economy

The industry has become saturated as a greater number of food service operators offer coffee

The rate of technological change within the industry is moderate

The Coffee and Snack Shops industry in Canada is in the mature phase of its life cycle. Industry revenue has grown
consistently over the past decade and has outpaced the broader food service sector. Coffee has a very high
penetration rate in Canada, which has remained consistent over the past decade as the penetration rate of some
other beverage types, such as soda and juice, has fallen. However, the industry has become saturated in many
regions as a greater number of food service operators have begun offering coffee products to attract customers,
which points to a mature industry. For instance, external competitor Tim Hortons Inc.'s official strategy in Canada is
to defend, rather than robustly expand its dominant market position, recognizing that growth of the brewed coffee
segment has diminished. Additionally, industry value added (IVA), which measures an industry's contribution to the
overall economy, is expected rise at an annualized 0.6% over the 10 years to 2026. In comparison, Canada's GDP
is forecast to increase at an annualized rate of 1.9% during the same period. This contrast indicates that the
industry's contribution to the overall economy is relatively flat, further indicating the maturity of the industry.

The rate of technological change within the industry is moderate, but the rapid increase in internet penetration and
smartphone usage over the past five years has presented savvy coffee and snack shop operators with the
opportunity to engage with customers on new platforms. For instance, many small coffee and snack shop operators
have used online advertising, informative and interactive company websites and social media to increase their brand
recognition and generate revenue. Large chains, such as Starbucks Corporation, are using technology to boost
profit, improve service levels and minimize labour costs by reducing food waste and improving business processes.
For example, new systems and technology such as electronic ordering systems are designed to ensure quality
service and reduce customer waiting time. However, while these innovations are able to improve operating
efficiency within the industry, they do not substantially alter the nature of industry services, which reinforces the
industry's mature classification.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Key Selling Industries
1st Tier

Paper and Paper Product Wholesalers In Canada

Frozen Food Wholesaling in Canada

Grocery and Related Product Wholesalers In Canada

Dairy Wholesaling in Canada

2nd Tier

Bread Production in Canada

Frozen Food Production in Canada

Dairy Product Production in Canada

Coffee & Tea Production in Canada

Products & Services

  BEVERAGES

Beverages represent the primary source of revenue for operators in the
Coffee and Snack Shops industry in Canada, with most coffee shops
providing a variety of coffee beverages, smoothies, juices and other
drinks.

For instance, industry operators produce a wide range of coffee products that are differentiated by strength, style,
type of beans and type of milk. Brewed coffee has historically been sold at a relatively low price point by most coffee
shops. However, higher priced forms of coffee such as espresso, siphoned and filtered coffee beverages, which
typically retail for more than $3.00 per cup, have grown in popularity over the past five years. The types of beans
used has also become a significant point of differentiation among smaller niche shops, with rarer blends, fair trade
coffee and organic beans becoming more popular. This trend has supported premium pricing across the segment
and has given rise to a greater number of independent operators. The number and form of iced coffee beverages
has also grown over the past five years as brewing and serving techniques have improved and have given rise to
forms such as cold brewed coffee which do not compromise the taste. Iced coffee sales are largely seasonal, with
demand much higher in warmer seasons.

Industry operators also sell a range of hot and cold beverages beyond coffee. Cold beverages include products such
as milkshakes and iced teas. Coffee and snack shops also tend to sell bottled water, juices and a limited selection of
carbonated drinks. Hot beverages include products such as tea, hot chocolates and chai lattes. These products
provide an alternative to highly caffeinated drinks. A coffee shop may offer several types of tea and chai. As with
cold beverages, demand for this segment is seasonal. In warmer seasons, demand for hot beverages decreases
compared with colder seasons. Given the nature of industry establishments, beverages can be broken down into in-
store and to-go categories, accounting for 28.9% and 36.6% of total industry revenue in 2021. Both categories have
declined compared to the start of the five year period, largely a result of recent changes to consumers' work and
social habits due to the pandemic.
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FOOD

This product segment includes snack items such as doughnuts, cookies,
pastries, cookies, cakes, bagels and muffins, yogourt and ice cream, as
well as full-meal food options such as sandwiches, wraps, salads and
fruit.

The industry competes on the basis of speed of service, and therefore, items that require more preparation time are
not commonly found in coffee and snack shops. While sandwiches, salads and other lunch items do not sell in as
large volumes as other products, they tend to be more expensive, which raises the amount of revenue they
generate. Additionally, these items are positioned as complements to the coffee and consumers rarely buy them
without a beverage. The food segment has increased as a share of industry revenue over the past five years as
coffee and snack shop owners have sought to promote the sale of higher margin food products. In this way, the
industry now competes directly with fast food and other restaurant operators that specialize in food. In 2021, these
food products are expected to account for an additional 31.0% of industry revenue, having risen as an estimated
share of revenue due to pandemic related disruptions lowering the total sales in the beverages category.

OTHER

Industry operators also sell a wide range of retail items, such as packaged
coffee, coffee pods, drinkware, equipment and other accessories.

Collectively, these miscellaneous products and services are estimated to account for the remaining 3.5% of total
industry revenue in 2021. This segment has increased slightly as a share of total industry sales over the past five
years as coffee and snack shop operators have become savvier at marketing ancillary products and offering in-store
promotions to attract and retain consumers.

Demand
Determinants

Demand for the Coffee and Snack Shops industry in Canada is determined
by a wide variety of factors, including household income, consumer
confidence, attitudes to health and the propensity to eat out, rather than at
home.

Income and expenditure

This industry is sensitive to factors that affect the growth in household disposable income because disposable
income is required to finance restaurant and dining expenditures. In turn, household disposable income growth is
affected by changes in labour market growth, in tax and interest rates, high and increasing gas prices and changes
in 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.

Demographics

The changing age structure of the population also influences industry demand. 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 proportion 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.

Health consciousness

Rising health consciousness 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. In turn, rising
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 other more indulgent food items.

Convenience

Convenience, value for money and time are also 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 look to cut down on cooking times and make better use of their



Coffee & Snack Shops in Canada September 2021

19 IBISWorld.com

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.

External factors

Several external factors can severely affect demand for the industry either directly or indirectly. Such factors include
public health crises, government regulation, geopolitical tensions and other macroeconomic factors. During the
COVID-19 (coronavirus) pandemic, unemployment has risen and consumer spending dropped. Consequently, many
consumers have limited their spending on services such as those offered by the industry. Furthermore, as health
concerns increase, consumers have either been ordered or advised to shelter in place and stay at home, consuming
all coffee and snacks at home as a result, and limiting demand for industry products and services.

Major Markets

  The major markets for the Coffee and Snack Shops industry in Canada
can be segmented based on a variety of demographic factors, including
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
spends 3.1% of their annual food budget on restaurant snacks and beverages. This figure has fluctuated over the
five years to 2021, but still lags behind restaurant spending by consumers in the United States. The distribution of
the industry's major markets has not changed dramatically over time, as spending patterns within income brackets
are relatively well established.

INCOME

When a consumer's income level increases, they tend to spend a smaller
share of their overall income, but a greater share of their food budgets, on
restaurant snacks and beverages.

Consequently, in 2021, an estimated 31.1% of industry revenue is generated from consumers in the nation's highest
income quintile. High income, well-off households spend more of their food budgets at restaurants. Conversely,
those in the lowest income quintiles often need to make significant sacrifices to afford meals away from home.
Collectively, the three middle income quintiles account for 57.7% of industry revenue in 2021, which illustrates how
important middle-class consumers are to the industry's performance. While these consumers do not typically spend
big on luxury food or coffee items, they contribute to steady demand for midrange restaurants. The remaining 11.2%
of total industry revenue is generated from consumers in the lowest income quintile.

HOUSEHOLD STRUCTURE

One-person male households 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 comparison, couples with children and couples aged 65 years and older typically spend less than 30.0% of their
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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.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

As a retail industry, the Coffee and Snack Shops industry in Canada is not technically engaged in importing or
exporting products, so international trade is not relevant to the industry. However, many industry players have
overseas operations and earn a significant portion of their revenue from abroad. Given the mature stage of this
industry's life cycle and recent changes in customer profiles and tastes, many major operators are seeking to bolster
revenue growth by expanding into new geographic markets, including developing nations such as China.

Business
Locations

  As a service-based industry that relies heavily on foot traffic and high levels of consumer spending to generate revenue,
establishments in the Coffee and Snack Shops industry in Canada are typically dispersed in line with population and income
distribution. For instance, Ontario represents the most popular destination for coffee shops in Canada, accounting for an
estimated 41.7% of all industry establishments and 38.8% of the total Canadian population in 2021. Similarly, Quebec is the
second-largest province in Canada, both in terms of industry establishments and total population. In 2021, this region is estimated
to contain 20.5% of all coffee and snack shop establishments, along with an estimated 22.5% of the Canadian population.
Additionally, these provinces are home to the country's two largest metropolitan areas, Toronto and Montreal, as well as cities
such as Ottawa, Quebec and Hamilton. Coffee and snack shops tend to be more common in large urban areas where household
incomes are higher and people converge to do business.

In contrast, outlying areas such as New Brunswick (1.8% of industry establishments), Newfoundland (1.1%) and Prince Edward
Island (0.4%) have a negligible share of the industry's establishments, as these regions contain relatively few people and low
levels of economic activity. Moreover, this geographic distribution is not expected to change significantly over the next five years,
barring significant shifts in Canada's economy or demographic makeup.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Coffee and Snack Shops industry in Canada is characterized by a moderate level of market share
concentration, as the four largest players are expected to account for less than 45.0% of the industry's total revenue
in 2021. While there is a substantial number of independently owned coffee and snack shops in Canada, the
industry is now dominated by chains such as Starbucks Corporation (Starbucks), which prevents many of these
small-scale businesses from expanding their operations to new regions or product segments. These relatively small
companies also experience substantial competition from large-scale restaurant chains, such as McDonald's
Corporation and Tim Hortons Inc., which are generally able to offer lower prices and more options than the
traditional coffee shop. Industry market share concentration has increased over the five years to 2021, largely due to
the rapid expansion of these major chains, with some of these companies approaching saturation in the Canadian
market. For this reason, Starbucks and other large-scale players have started to place a higher priority on self-
service kiosks and other nontraditional distribution models where existing full-service locations are at full capacity.

Key Success
Factors

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

Effective cost controls:
Cost controls with minimal waste are important in this low-margin industry, particularly related to food inputs.

Ability to franchise operations:
Franchising is now a significant component of this industry, and it can provide significant support to owners.

Access to multiskilled and flexible workforce:
Businesses need to have access to a good supply of skilled, seasonal workers to meet peak demand periods.

Product is sold at high profile outlets:
It is important to have high-profile locations for stores, with easy access, parking and drive-through services for
customer convenience and service.

Adaptability of operations to comply with social distancing protocols:
During the COVID-19 (coronavirus) pandemic, it is important that shops are able to alter operations to include
delivery, curbside pick-up and ordering online.

Specialization in a product/service that is considered essential by legislators:
Operators are considered essential in many provinces because they provide food.
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Cost Structure
Benchmarks

  Profit

Profit varies among operators in the Coffee and Snack Shops industry
in Canada depending upon the size of each business. Larger operators,
such as Starbucks Corporation (Starbucks), benefit from economies of
scale, such as the ability to negotiate favourable terms with suppliers.
However, the highly competitive nature of the industry means most
operators can only access slim profit. The types of products an operator
sells also influences profit. For example, Starbucks has added a variety
of complementary food items to its menu in an attempt to access higher
profit. Additionally, many operators have attempted to capture higher
margins by updating menus to include more gourmet, high-margin
products, such as organic, vegan and non-GMO foods and beverages.
Overall, profit, measured as earnings before interest and taxes, is
estimated to account for 4.2% of industry revenue in 2021, down from
4.4% in 2016 largely due to the economic downturn caused by the
COVID-19 (coronavirus) pandemic. The spread of the coronavirus
reduced demand and forced several industry operators to close their
establishments. Consequently, industry average profit sunk to 3.3% in
2020. As economic reopening gets underway, gradual improvement in
profitability is expected as normal levels of business return.
Additionally, rising coffee prices due to supply chain disruptions is likely
to affect industry operators' financial performance despite general
overall improvement in profit.
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  Wages

Wages represent a 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. Over the past five years, wages have increased
slightly as a share of the industry's total revenue as employment
increased despite some operators being able to cut labour costs
through automated serving systems and other efficiencies. As a result,
wages are expected to account for 27.4% of total industry revenue in
2021. Due to the coronavirus pandemic, operators have been forced to
allocate less revenue toward wages, which has led to layoffs of staff.
However, the industry is largely composed of small- and medium-sized
companies, with over 50.0% of industry operators having fewer than 10
employees. Those operators are highly dependent on those
employees, and if they remain open will be unlikely to dismiss them.

 

  Purchases

Typically, the largest cost for industry operators is the purchase of the
food and beverages sold in shops. Food and beverages are usually
purchased from wholesalers, particularly from operators that can
guarantee prompt delivery and high quality. Fluctuations in the cost of
food can significantly affect 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 food
service inputs must be monitored. Food prices have increased over the
past five years, outpacing the overall rate of consumer prices, due to
rising farming and transportation costs. The industry must also monitor
wastage, as the oversupply of meals or an excess of ingredients can
negatively affect industry operators. In 2021, the cost of these
purchases is expected to represent 35.7% of industry revenue, having
fallen marginally from 36.0% in 2016.

 

  Marketing

Expenses on marketing efforts are expected to represent an additional
3.0% of industry revenue in 2021, though this spending is largely
concentrated among the industry's largest players.
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  Depreciation

Industry operators also incur costs related to the depreciation of capital
assets. However, these costs account for a relatively small percentage
of the industry's total revenue. Once a venue is set up, limited capital
expenses are required for ongoing operation. Typical capital
expenditures for a coffee or snack shop include installing a commercial
kitchen and providing tables, chairs, crockery and cutlery. In recent
years, many operators have increased their investments in capital
improvements to update their venues and remain competitive. In 2021,
depreciation is estimated to account for 3.1% of industry revenue.

 

  Rent

Rent costs account for a relatively large share of this industry's total
revenue, as operators generally require establishments that are located
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. Overall, expenses on rent are estimated to represent 9.1%
of industry revenue in 2021.

 

  Utilities

Meanwhile, operational kitchens, especially those that run for most of
the day, are also energy-intensive and use a considerable amount of
power, gas and water. Overall, utilities are estimated to represent 2.0%
of industry revenue in 2021.

 

  Other Costs

Operators in this industry are subject to a range of other costs including
professional fees and administrative costs, which represent an
estimated 15.4% of industry revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  There is significant price-based competition within the Coffee and Snack
Shops industry in Canada, with operators placing themselves at slightly
different price points to capture growing demand from everyday
consumers.

For example, those coffee shops that serve high-quality espresso beverages typically charge more than operators
that serve mainly brewed coffee. Coffee, snack and other quick-service establishments also compete on the bases
of location, food quality and consistency, style and presentation, food range, variety and convenience.

Most coffee and snack shops are also involved in marketing the customer experience and, therefore, it is important
that operators understand the positioning of their store in the marketplace, as well as the clientele the operator is
trying to attract. Most importantly, the coffee or snack shop must consistently deliver on customers' product
expectations. Establishments that are located in the same geographic area or that share space in food courts,
airports or other confined spaces also experience significant location-based competition.

EXTERNAL COMPETITION

External competition arises from the broader food service sector.

This includes fast food restaurants, as well as independent and chain full-service restaurants that offer dining and
take-out services. These restaurants can sometimes provide a more friendly dining experience, as guests are able
to directly interact with the owners or the chef. Additionally, the industry is subject to a form of external competition
from at-home coffee makers and other products that make it easy for everyday consumers to stay home instead of
patronizing industry establishments.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Steady
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  Barriers to entry are low in the Coffee and Snack Shops
industry in Canada, as a relatively low level of capital is
required to open a coffee or snack shop compared with
other food services businesses. Additionally, a new
operator into this market can generally lower their initial
capital outlays by leasing premises, equipment, furniture
and fittings.

Competition

The industry is highly competitive, which represents a
significant barrier to entry for potential small-scale
operators. The size and strength of competitors vary by
region. However, there are numerous competitors in
nearly every geographic region of the country, with the
industry's largest player, Starbucks Corporation, holding
significant market share and dominating most industry
service segments. Coffee and snack shops also compete
with other quick service food service operators, such as
Tim Hortons Inc. and McDonald's Corporation, which
serve similar products. Competition from these types of
establishments has intensified over the five years to 2021
as coffee has become an important battleground among
food services establishments.

Coffee and snack shops also compete with alternative
methods of brewing and consuming coffee, as products
that can brew a high-quality cup of coffee within a
consumer's home have become increasingly
sophisticated and popular over the past five years. For
this reason, many operators have focused on offering a
positive customer experience, as well as a high-quality
product.

Franchise agreements

Entry to the industry can also occur through signing a
franchise agreement, which includes outfitting and
equipment, as well as training and computer systems.
Franchisors also provide food and beverages and some
financial and accounting functions for a proportional share
of revenue from their franchisees. This lowers operational
costs and can minimize some risks, especially for
inexperienced persons entering the industry. However,
individual franchisees still carry much of the day-to-day
operational and management risks associated with their
own business.

Location

There is significant competition among the industry's
major franchised companies to obtain suitable sites,
which has increased the cost of many prime sites.
However, some major franchised operators are now co-
locating within an area or single building, shopping
centres or malls to lower costs. Additionally, while industry
operators are subject to regulations covering health and
food service, liquor licensing and general occupational
health and safety issues, these regulations do not create
any insurmountable barriers to enter or operate in this
industry.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Increasing

  Most operators in the Coffee and Snack Shops industry in Canada are small-scale businesses that are locally
owned, and earn the majority of their sales from the domestic market. However, the industry also contains many
companies that have substantial international presences. For instance, operations in Canada are estimated to
account for just 4.9% of Starbucks Corporation's global revenue. US coffee and doughnut giant Dunkin,' previously
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Dunkin' Donuts, once had hundreds of Canadian locations, but the company now maintains a relatively small
presence in Canada, mainly due to significant competition from Tim Hortons Inc.

In coming years, the industry will likely be subject to an increasing level of globalization, as large-scale US operators
continue to enter the Canadian market and major players within the domestic market continue to seek additional
revenue by expanding into international markets. At the same time, the industry will remain largely composed of
small-scale, regional coffee shops that primarily cater to their local market.
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Major Companies

Major Players Starbucks Corporation

Market Share: 28.2%

  Starbucks Corporation (Starbucks) commenced operations in Seattle in 1971 as a specialty fresh ground coffee
retailer and coffee shop operator. The company sells coffee, pastries, coffee accessories and more recently,
breakfast options and sandwiches. Starbucks operates an estimated 31,000 stores across the globe, making it the
largest coffee chain in the world. Starbucks' business model relies on a mixture of company-operated stores, which
represent 51.0% of the company's global locations, and licensed stores, which are operated by external franchisees
that pay an annual royalty and licence fee to Starbucks.

Starbucks stores vary in size and format and are typically situated in high-traffic, high-visibility locations. Store
settings include downtown or suburban retail centres, university campuses, office buildings and off-highway
locations. Starbucks has also started offering drive-thru locations to further leverage the chain's convenience factor.
In Canada, the company operates an estimated 1,600 locations. The company experienced a decrease in locations
in 2020 due to pandemic related disruptions which caused some locations to be financially unviable.

The Starbucks brand was built on coffee, and the company still offers a broad range of regular and decaffeinated
coffee beverages, along with espresso drinks. The company has also expanded into a variety of product lines and
now serves a large assortment of food items, fresh juice and packaged goods.

Over the past decade, Starbucks sought to further diversify its product offerings with numerous multimillion-dollar
strategic acquisitions. For instance, the company acquired Teavana prior to the current five-year period. More
recently, Starbucks purchased the bakery chain La Boulange with the aim of integrating the company's baked goods
into its menu. The company announced that it would close 300 locations in Canada in 2021 as part of the company's
shift towards more convenient formats such drive-thru and delivery options.

Financial performance

Over the five years to 2021, Starbucks' Canadian industry-relevant revenue is estimated to decline at an annualized
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rate of 2.7% to an estimated $1.4 billion. The company expanded for the majority of the current period due to an
increase in its store footprint, as well as higher in-store spending by customers, however this trend reversed due to
pandemic related disruptions and the company's decision to close numerous Canadian locations.

At its remaining café locations, Starbucks offers free Wi-Fi internet access to its customers, attracting more store
traffic and increasing the number of potential purchases. Following pandemic related disruptions, customers are less
likely to spend time in any given store; as a result, the company plans to shift a portion of its business model to cater
to on-the-go service exclusively. Starbucks has seen a decline in profit, measured as earnings before interest and
taxes, with the company's industry-relevant operating income projected to fall an annualized 7.1% to $212.5 million
over the five years to 2021. This is largely due to the large drop in sales experienced in 2020 and the anticipated
impact of closures set to occur in 2021. Recent easing of pandemic related restrictions and improving economic
conditions are likely to improve remaining locations' performance in 2021, despite Starbuck's overall industry
relevant performance declining due to major reorganization.

 
Starbucks Corporation (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015-16 1,574.3 N/C 308.1 N/C
2016-17 1,550.1 -1.5 286.3 -7.1
2017-18 1,658.5 7.0 260.5 -9.0
2018-19 1,808.5 9.0 278.2 6.8
2019-20 1,546.2 -14.5 102.7 -63.1
2020-21 1,373.4 -11.2 213.5 107.9

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD); **Year-end October

Other Companies The Second Cup Ltd.

  Market Share: 1.8%
  The Second Cup Ltd. (Second Cup) is a specialty coffee cafe operator and franchisor that has 216 cafes operating

under its brand in Canada. Headquartered in Mississauga, ON, the chain was established in 1975 in Toronto and
has since grown to be one of Canada's largest locally owned food and beverage chains. Second Cup has a limited,
yet expanding international presence, including locations in Pakistan, Jordan, Egypt, Romania, Morocco and
Taiwan. Second Cup operates a similar model to Starbucks Corporation (Starbucks), serving a menu of coffee and
espresso drinks, as well as smoothies, fresh juices, baked goods, premade sandwiches and salads. The company
places a high priority on serving organic or fair-trade coffee, emphasizing this as a point of differentiation over Tim
Hortons Inc. (Tim Hortons). Similar to Starbucks, Second Cup invests heavily in its interior furnishings, such as
comfortable lounge chairs, to entice customers to spend more time at the location. In April 2021, Second Cup's
parent Aegis Brands sold the company Foodtastic, Inc., with further expansion of the franchise planned over the
next three years.

Second Cup's system sales have declined over the past five years as the company has underperformed in the
industry. The chain has been negatively affected by the recent aggressive expansion by Starbucks into Canada.
Industry relevant revenue are estimated to have declined at an annualized rate of 11.6% to $88.6 million over the
five years to 2021. During the same period, the number of Second Cup cafes has decreased as a result of
competitive pressure and pandemic related disruptions, which has significantly reduced the company's market
presence when compared with major rivals Starbucks and Tim Hortons. However, as economic recovery gets
underway, planned expansion is anticipated to lead to company market share growth over the five years to 2026.

Country Style Food Services Inc.

  Market Share: 1.2%
  Country Style Food Services Inc. (Country Style) is a fast casual chain of coffee shops that operates primarily in

Ontario. The chain has a mix of traditional locations and nontraditional locations that are embedded in other
establishments such as gas stations, convenience stores and movie theatres. The company once specialized in
selling doughnuts, but now earns the majority of its revenue through coffee sales and also serves a broader, more
upmarket range of food such as sandwiches and English muffin breakfast sandwiches. Overall, the company is
expected to generate industry-relevant revenue of $60.5 million in 2021.

Tim Hortons Inc.

  Tim Hortons Inc. (Tim Hortons) is synonymous with coffee in Canada. The Canada-based fast casual restaurant was
founded in 1964 in Hamilton, ON, and has grown to be the largest food service operator in Canada after surpassing
McDonald's Corporation in the early 2000s. However, while Tim Hortons is likely the nation's most well-known coffee
provider, this company is classified as a restaurant by the North American Industry Classification System, and is
therefore excluded from the Coffee and Snack Shops industry in Canada.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Coffee and Snack Shops industry in Canada is
characterized by a low to medium level of capital intensity,
with the typical industry operator estimated to spend $0.11
on capital investments for every $1.00 spent on labour
inputs in 2021. The industry relies heavily on labour inputs
because of the need for personal, face-to-face service in
most areas of operation, including order taking, serving,
food and beverage preparation, acceptance of deliveries,
cleaning and management. However, these labour inputs
represent a relatively small cost for the industry, as most
positions within coffee and snack shops require little
training or skills and can be undertaken by students or
other low-skilled workers. Upscale cafes and coffee shops
may require staff, including chefs, with a broad knowledge
of coffee and food; however, this is currently a niche
segment of the industry.

Start-up costs can be relatively high for a new industry
entrant, with commercial kitchen equipment, furniture and
decor required to set-up a store. However, little ongoing
capital investment is required for a coffee or snack shop
once it is up and running. Many coffee and snack shops
lease their premises and equipment to lower the initial
capital outlay. Though technology can help with staff
scheduling, ordering and sales analytics, labour cannot be
reduced beyond a certain level. For these reasons, the
industry's level of capital intensity remains relatively
unchanged over time.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Medium Rate of
Innovation

Potential 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.

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

Medium Market
Concentration

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

  The rate of new patent additions to the industry is low. This is combined with a low concentration of innovation. Both factors
being low suggests that new technology entry is slow and widespread, which limits the threat of disruptive threats hurting
leading industry operators.

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.

Technological disruption for the Canadian Coffee and Snack Shops 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 coffees and
food items on their mobile apps online ahead of time and pick them up at their convenience. While for larger operators this
technology has been a positive force by encouraging more consumers to purchase their products, many smaller operators
cannot provide this service, therefore putting them at a disadvantage. Moreover, many competitors such as the Fast Food
Restaurants industry in Canada (IBISWorld report 72221aCA) 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

  The food service sector as a whole is experiencing a moderate level of
technological change.

However, these changes may not affect many operators in the Coffee and Snack Shops 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 in this market. Instead, many owner-operators rely on their own labour or extended family and
friends, usually at relatively low hourly rates. Consequently, many operators are not concerned with using technology to
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lower wage costs or raise productivity, particularly at the small-business end of the industry. At the same time, many coffee
and snack shop operators regularly leverage technology to reduce labour and food costs, improve business processes,
support growth, maintain current operations and improve meal experiences.

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. Equipment such as advanced bean grinders and coffee machines are also commonly used to minimize coffee
brewing times. 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.

Point-of-sale systems

The small business nature of the industry means many operators do not have
the capacity to invest heavily in advanced technology.

However, there are various low-cost options that assist store efficiency. 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 iPad or
iPhone 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. Certain coffee and snack shops have adopted mobile technology, enabling the ordering
of coffees and food items via mobile applications and online.

Social media

Technology has also aided coffee and snack shop owners with marketing.

Social media platforms such as Facebook, Twitter and Instagram enable savvy 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 Coffee and Snack Shops industry in Canada has experienced a moderate
degree of revenue volatility over the five years to 2020, with year-to-year
revenue growth rates ranging from strong growth of 9.0% in 2016 to an
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expected decline of 13.5% in 2020 as a result of pandemic related disruptions.

Over the course of the five-year period, the industry experienced an average revenue fluctuation of 10.1%. Due to the
global spread of the coronavirus, national unemployment reached 9.6% as the economy shuttered. However, per capita
disposable income rose 8.3% due to government fiscal policy, which helped soften the economic downturn, though due to
the various restrictions on businesses in place, services such as those offered by the industry remained at low operating
levels. As the economy continues to recover, Canadians are more likely to return to industry establishments as pre-
pandemic work and social habits gradually return.

Most products sold by the industry are affordable to individuals in a wide range of income brackets, causing industry
operators to typically benefit from relatively stable demand from downstream consumers. The industry also offers a variety
of food types, quality, menu prices and locations to suit consumers' changing tastes and needs. As a result, changes in
consumer preferences and lifestyles can increase volatility. For example, the general increase in health consciousness over
the past few years has led to healthier eating patterns, generating steady income for many operator's that sell healthy food
products and posing a potential threat to coffee shops that generate significant revenue through the sale of pastries and
other unhealthy foods. Industry revenue volatility is also affected by the prices of various industry products. For instance,
higher cost food items are more dependent on discretionary income and are, therefore, more affected by downturns in
economic performance.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

The Coffee and Snack Shops industry in Canada is subject to a moderate level
of regulation, with industry-relevant regulations covering a range of topics,
including food safety and standards, labour conditions, liquor licensing and
franchising requirements.

Most regulation is enacted and enforced at the provincial level.

FOOD SAFETY AND STANDARDS

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

The department exercises this mandate under the authority of the Food and Drugs Act, and 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-skilled workers
at hourly rates and, therefore, is subject to minimum wage and employee
benefits regulations.

Each province formulates and regulates its own minimum wage. As of June 1, 2021, Saskatchewan had the nation's lowest
minimum wage, at $11.45 per hour, while Alberta's minimum wage of $15.00 per hour was the highest in Canada,
according to 2021 data from the Retail Council of Canada.

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 coffee shops that operate under franchise agreements are also subject
to franchise legislation.
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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.

COVID-19

In 2020 and 2021, to combat the spread of COVID-19 (coronavirus), many
provincial governments have released orders for social distancing and shelter-
in-place protocols.

These included the ordered closure or minimal operations of nonessential businesses. Other provinces and territories have
taken different steps by either releasing the lists of essential businesses but not mandating the closure of nonessential
businesses, or permitting nonessential businesses to stay open as long as they follow health recommendations. What is
considered essential and nonessential differs between the provinces. While business restrictions have eased during the
second half of 2021, measures such as mask and vaccine requirements are likely to be undertaken in a continued effort to
manage the ongoing pandemic.

Industry
Assistance

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

Though the Coffee and Snack Shops industry in Canada receives no formal
assistance in the form of government aid or monetary compensation, there are
various industry associations that support the industry as a whole.

These associations provide industry news, research, sponsoring events, networking opportunities and representation,
among other things. For example, the Coffee Association of Canada has been in operation for more than 20 years and acts
as a spokesperson for the industry collectively. There are also several trade groups and organizations that provide similar
services on a more regional level, such as the Pacific Coast Coffee Association, which supports the production and
distribution of coffee products along the Pacific Coast of both the United States and Canada.

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.
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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 3,824 1,439 6,422 5,323 49,694 N/A N/A 1,125 N/A 1,024
2013 4,034 1,517 6,997 5,525 53,523 N/A N/A 1,172 N/A 1,051
2014 4,265 1,578 7,243 5,750 56,380 N/A N/A 1,225 N/A 1,078
2015 4,501 1,652 7,691 5,992 58,782 N/A N/A 1,303 N/A 1,103
2016 4,905 1,765 7,814 6,196 60,641 N/A N/A 1,404 N/A 1,126
2017 4,911 1,799 7,944 6,401 62,806 N/A N/A 1,429 N/A 1,167
2018 5,082 1,877 8,107 6,562 63,883 N/A N/A 1,491 N/A 1,197
2019 5,220 1,945 8,233 6,675 65,090 N/A N/A 1,554 N/A 1,217
2020 4,515 1,487 8,148 6,635 48,201 N/A N/A 1,190 N/A 1,144
2021 4,874 1,694 8,062 6,634 54,731 N/A N/A 1,338 N/A 1,200
2022 5,004 1,746 8,286 6,814 56,638 N/A N/A 1,382 N/A 1,265
2023 5,084 1,786 8,483 6,969 58,260 N/A N/A 1,418 N/A 1,297
2024 5,136 1,817 8,587 7,057 59,535 N/A N/A 1,446 N/A 1,320
2025 5,203 1,849 8,700 7,152 60,816 N/A N/A 1,475 N/A 1,342
2026 5,264 1,879 8,811 7,243 61,987 N/A N/A 1,501 N/A 1,364

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Consumer

spending (%)
2012 5.97 5.09 1.98 0.37 5.57 N/A N/A 5.54 N/A 1.89
2013 5.50 5.42 8.95 3.79 7.70 N/A N/A 4.20 N/A 2.62
2014 5.71 4.02 3.51 4.07 5.33 N/A N/A 4.52 N/A 2.57
2015 5.52 4.67 6.18 4.20 4.26 N/A N/A 6.30 N/A 2.31
2016 8.99 6.86 1.59 3.40 3.16 N/A N/A 7.73 N/A 2.10
2017 0.12 1.92 1.66 3.30 3.57 N/A N/A 1.83 N/A 3.67
2018 3.47 4.30 2.05 2.51 1.71 N/A N/A 4.35 N/A 2.53
2019 2.72 3.62 1.55 1.72 1.88 N/A N/A 4.22 N/A 1.65
2020 -13.5 -23.5 -1.04 -0.60 -26.0 N/A N/A -23.5 N/A -5.94
2021 7.95 13.9 -1.06 -0.02 13.5 N/A N/A 12.4 N/A 4.84
2022 2.65 3.06 2.77 2.71 3.48 N/A N/A 3.31 N/A 5.44
2023 1.60 2.30 2.37 2.27 2.86 N/A N/A 2.61 N/A 2.52
2024 1.02 1.71 1.22 1.26 2.18 N/A N/A 1.96 N/A 1.73
2025 1.30 1.76 1.31 1.34 2.15 N/A N/A 1.97 N/A 1.67
2026 1.17 1.61 1.27 1.27 1.92 N/A N/A 1.77 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 37.6 N/A N/A 76.9 29.4 7.74 22,641
2013 37.6 N/A N/A 75.4 29.1 7.65 21,905
2014 37.0 N/A N/A 75.7 28.7 7.78 21,735
2015 36.7 N/A N/A 76.6 28.9 7.64 22,162
2016 36.0 N/A N/A 80.9 28.6 7.76 23,144
2017 36.6 N/A N/A 78.2 29.1 7.91 22,756
2018 36.9 N/A N/A 79.6 29.3 7.88 23,346
2019 37.3 N/A N/A 80.2 29.8 7.91 23,881
2020 32.9 N/A N/A 93.7 26.3 5.92 24,682
2021 34.8 N/A N/A 89.1 27.4 6.79 24,440
2022 34.9 N/A N/A 88.4 27.6 6.84 24,401
2023 35.1 N/A N/A 87.3 27.9 6.87 24,341
2024 35.4 N/A N/A 86.3 28.2 6.93 24,287
2025 35.5 N/A N/A 85.6 28.3 6.99 24,245
2026 35.7 N/A N/A 84.9 28.5 7.04 24,210

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Restaurants Canada
http://www.restaurantscanada.org

Coffee Association of Canada
http://www.coffeeassoc.com

Industry Jargon BABY BOOMERS
The demographic of Americans born between 1946 and 1964.

BARISTA
A person who prepares and serves espresso-based coffee drinks.

ESPRESSO
Coffee brewed by forcing a small amount of nearly boiling water under pressure through finely ground coffee beans.

FAIR TRADE
Coffee sourced from developing nations at reasonable prices, ensuring better wages and conditions for workers.

FOOD SERVICE
The practice or business of making, transporting and serving or dispensing prepared foods outside the home.

FRANCHISE
A store that uses a well-known company's business model, including their trademark and goods, for a fee. This is an
alternative to chain stores, which share a brand and a central management.

POINT-OF-SALE (POS)
A system used at checkout in retail stores using computers and cash registers to capture transaction data at the
time and place of sale.

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

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

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

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.



IBISWorld helps you find the industry
information you need – fast.

With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
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