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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Canadian Food Service Contractors industry is expected to fall in both 2020 and 2021 due to
various business closures and general economic volatility caused by the COVID-19 (coronavirus) pandemic. For
more detail, please see the Current Performance chapter.

· Despite corporate profit expected to grow 36.9% in 2021, downstream demand for industry services is likely to
decline. This is because of a shift toward working from home and the slow return of workerrs to the office. For more
detail, please see the Demand Determinants chapter.

· Industry profit is forecast to decline as a result of a difficult operating environment and lower demand for industry
services. For more detail, please see the Current Performance 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 Operators in the Food Service Contractors industry in Canada provide food services at institutional, governmental,

commercial or industrial locations. Examples of facilities where food services are provided include airports, food
courts, college and university cafeterias and recreation and sports venues.

Major Players Aramark

Compass Group Canada

Sodexo Canada Ltd.

Main Activities The primary activities of this industry are:

Providing airline food services

Contracting cafeteria food services (e.g. for schools, hospitals and government offices)

Contracting food concession (e.g. for sports venues, entertainment facilities and convention centres)

Industrial catering (e.g. providing food services on a contractual arrangement)

The major products and services in this industry are:

Cafeteria dining services

On-site restaurants

Catering and banquet services

Retail outlets and concessions

Food and nutrition services

Other
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Supply Chain

SIMILAR INDUSTRIES

Vending Machine Operators in
Canada

Single Location Full-Service
Restaurants in Canada

Caterers in Canada Street Vendors in Canada

Coffee & Snack Shops in Canada Fast Food Restaurants in Canada    

   

       

       

RELATED INTERNATIONAL INDUSTRIES

Food Service Contractors in the
US

Amusement Parks and Centres
Operation in Australia

Liquor Retailing in New Zealand  
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Industry at a Glance
Key Statistics

$3.9bn
Revenue

Annual Growth

2016–2021

-4.2%

Annual Growth

2021–2026

2.3%

Annual Growth

2016–2026

 

$228.7m
Profit

Annual Growth

2016–2021

-9.0%

  Annual Growth

2016–2021

 

5.9%
Profit Margin

Annual Growth

2016–2021

-1.7pp

  Annual Growth

2016–2021

 

1,599
Businesses

Annual Growth

2016–2021

0.0%

Annual Growth

2021–2026

1.1%

Annual Growth

2016–2026

 

48,248
Employment

Annual Growth

2016–2021

-3.7%

Annual Growth

2021–2026

1.2%

Annual Growth

2016–2026

 

$1.2bn
Wages

Annual Growth

2016–2021

-4.5%

Annual Growth

2021–2026

1.4%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.1%
Demand from educational
services

0.8%
Demand from healthcare and
social assistance

1.2%
Consumer spending

10.4%
Corporate profit

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Technology Change

Low

MIXED IMPACT

  Life Cycle
Mature   Regulation & Policy

Medium / Increasing

  Barriers to Entry
Medium / Increasing   Industry Globalization

Medium / Increasing

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Assistance

Low / Steady

  Concentration
High   Competition

High / Increasing

 

Key Trends

 The propensity of businesses and institutions to outsource
food services has increased

 The number of industry enterprises will likely stagnate

 Many industry operators have invested in wireless electronic
ordering systems

 IBISWorld expects demand for industry services to improve

 Quality and the range of food services offered will likely
become increasingly crucial

 Some smaller operators are expected to merge or be
acquired

 Operators involved in services related to sporting and
entertainment are expected to suffer greatly
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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 Level of Assistance

  High Competition

  High Volatility

  Low Profit vs. Sector Average

   

OPPORTUNITIES

  High Performance Drivers

  Demand from healthcare and social assistance

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Demand from educational services
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Executive Summary On a platter: A rising consumer price index for food will likely enable
operators to generate more revenue

Over the five years to 2021, the Food Service Contractors industry in Canada, which provides food services at
institutional, governmental, commercial or industrial locations, has benefited from the increased propensity of
businesses and institutions to outsource various food services. Seeking to both reduce operating costs and deliver a
high level of satisfaction to students, faculty, patients, employees and sports fans, specialist contractors are
employed to provide food services. During the period, the industry also benefited from renewed consumer spending
on discretionary items, such as tickets to sporting and music events and concerts; overall, consumer spending is
expected to rise an annualized 1.2% over the five years to 2021. However, the spread of COVID-19 (coronavirus)
caused the temporary closure of many downstream schools, businesses and events, which ultimately caused a
downturn in industry performance. As a result, industry revenue is expected to decrease, falling an annualized 4.2%
to $3.9 billion over the five years to 2021, including a forecast decline of 8.7% in 2021 alone.

Even during periods of lacklustre economic growth, the industry is generally buoyed by consistent demand from
healthcare, education and correctional facilities, which are more insulated from the volatility of the broader economy.
These segments provide the industry with consistent year-to-year demand. Food service contractors typically
operate under three- to five-year contracts, which mitigates demand volatility and enables operators to make
accurate adjustments to production quotas. The exception to this rule is contractors with exposure to consumer-
driven segments, such as sports and leisure facilities, which tend suffer when the economic outlook is uncertain and
consumer spending tapers off. In 2020 and 2021, operators involved in services related to sporting and
entertainment events are expected to suffer greatly.

Consumer spending and corporate profit are both expected to grow over the five years to 2026, which would further
increase demand for industry services. Additionally, the consumer price index for food in Canada is expected to
grow an annualized 2.3% over the next five years, enabling operators to generate more revenue for industry
services. This expected boost to industry revenue, combined with low wage growth expectations during the outlook
period, should aid industry profit growth as well. Overall, industry revenue is expected to increase an annualized
2.3% to $4.3 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Consumer spending

Trends in consumer spending affect money allocated to food and beverages consumed outside the home. Changes
in interest and tax rates and employment levels partly determine consumption. When consumer spending is
growing, people are more likely to dine out, bolstering demand for food service contractors. The opposite occurs
when consumer spending declines. Consumer spending is expected to grow in 2021.

 

Corporate profit

While consumers account for the largest share of industry revenue, corporate clients are a prominent driver of
demand. Many industry operators provide services directly to large corporations through their in-house cafeterias
and catering services for company events. Corporate profit is expected to increase in 2021, but has endured
significant volatility recently, posing a potential threat to the industry.

 

Demand from educational services

The education sector is a vital source of demand for industry services. While this sector can be particularly price
sensitive, overall demand for catering from the education sector has remained buoyant. Demand from educational
services is expected to increase in 2021, representing a potential opportunity for the industry.

 

Demand from healthcare and social assistance

Healthcare is a growing market for the industry as more hospitals, healthcare centres and other health providers
outsource their food services to specialist contractors. Healthcare spending is growing as a percentage of GDP,
causing demand from this segment to increase. Demand from healthcare and social assistance is expected to grow
in 2021.
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Current
Performance

The Food Service Contractors industry in Canada has declined over the
five years to 2021, as economic volatility caused by the COVID-19
(coronavirus) pandemic discouraged consumers and businesses alike to
spend on food services.

Food service contractors rely on growing corporate profit and higher consumer spending, which in turn influences
the likelihood of companies and individuals spending at retail concession stands, on cafeteria meal plans and on
private dining suites. Both corporate profit and consumer spending grew steadily between 2016 and 2019 before
falling in 2020 due to concerns over the health of the economy. As a result, industry revenue is expected to decline
an annualized 4.2% to $3.9 billion over the five years to 2021. Similarly, revenue is forecast to decline 8.7% in 2021
alone as demand for industry services remains low amid business closures and consumer concerns related to the
pandemic.

During the period, several broad economic trends benefited the industry despite the overall decline in revenue.
Consumer spending is expected to grow an annualized 1.2% over the five years to 2021 as consumers increase
spending on discretionary items. Prior to the pandemic, food service contractors, especially those serving markets
heavily reliant on consumers, did particularly well. For example, operators in sports stadiums, airports and shopping
malls had increased their menu options, which enabled them to charge higher prices. Corporate profit, for example,
grew significantly during the early half of the period, benefiting operators that provide food services for the business
and industry segments. However, the coronavirus pandemic, combined with low crude oil prices, caused a sharp
decline in corporate profit in 2020 and resulted in decreased revenue from that downstream market. Similarly, many
businesses, sporting events and entertainment events endured closures in 2020 and 2021, which eliminated
demand for industry services at those locations.

The coronavirus pandemic also significantly lowered consumer confidence and resulted in less demand for catered
events due to the lack of social gathering. In addition consumer spending declining 5.9% in 2020, Canadian GDP
also fell, decreasing 5.3% that same year. In general, this sort of economic volatility and uncertainty results in less
discretionary spending by consumers on things such as food service. Initially, expectations were that the
environment would improve drastically by 2021, which has not been the case as revenue is expected to decline
even further that year alone.

OUTSOURCING GROWS

The propensity of businesses and institutions to outsource food services
has increased across major downstream markets, as food regulations
become more stringent and companies shift toward cutting costs and
focusing more resources on core activities.

As a result, overall growth in corporate profit has led companies to invest more funds in services to keep employee
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satisfaction high. By outsourcing noncore functions, such as food services, the industry's clients can focus on core
operating activities without the distraction of running a kitchen or cafeteria. Outsourcing food service functions also
enables an institution to accurately budget its food and catering costs, due to the use of contracts in this industry.

INDUSTRY CONSOLIDATION

The industry is subject to a high level of concentration, with the top three
companies controlling about 75.0% of the market in 2021.

The three foreign companies, British conglomerate Compass Group PLC, Philadelphia-based Aramark Corporation
and French company Sodexo, have cumulatively increased overall market share concentration during the period, as
clients increasingly seek companies that can provide the full range of services. These services include facilities
management and maintenance, supply chain management, security and laundry and linen services. For this reason,
recent merger and acquisition activity within the industry has been centred on food service contractors seeking to
expand their revenue streams by purchasing companies offering complimentary services. During the period,
Compass Group Canada Ltd. acquired the Hurley Group, Marquise Group and Nova Services Group, all of which
are specialists in nonfood services, to expand its support services business. This is expected to hamper enterprise
growth in relation to revenue. As a result, the number of industry enterprises will likely stagnate at 1,599 companies
over the five years to 2021. Despite year-to-year growth in the number of companies, recent declines in industry
revenue are expected to result in operators reducing wages, with wages forecast to decline an annualized 4.5% to
$1.2 billion over the five years to 2021. Despite this effort to preserve profitability, industry profit, defined as earnings
before interest and taxes, is expected to decline, accounting for 5.9% of revenue in 2021, down from 7.6% in 2016.

TECHNOLOGICAL INVESTMENT

The industry is highly labour intensive, with labour input required in every
area of operation, including preparing, cooking and serving meals and
beverages, as well as clean up and restaurant management.

During the period, many industry operators have invested in wireless electronic ordering systems that link front-of-
house orders to kitchen meal preparation. These systems reduce labour intensity in addition to reducing customer
wait times and improving customer experience. Technology has also improved efficiencies in coordinating supplies
and other preprepared food items. Large contractors with substantial national operations also use data networks to
send and receive business data to and from food service establishments, monitor and analyze all aspects of the
business and improve operational efficiencies.

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 4,528 1,865 1,921 1,666 52,566 N/A N/A 1,423 N/A 1,024
2013 4,537 1,895 1,872 1,592 54,787 N/A N/A 1,457 N/A 1,050
2014 4,717 1,973 1,952 1,605 56,530 N/A N/A 1,502 N/A 1,078
2015 5,021 2,125 1,899 1,618 57,498 N/A N/A 1,557 N/A 1,103
2016 4,809 1,972 1,902 1,597 58,345 N/A N/A 1,510 N/A 1,126
2017 4,723 1,943 1,910 1,602 59,021 N/A N/A 1,512 N/A 1,167
2018 4,669 1,870 1,914 1,607 56,758 N/A N/A 1,456 N/A 1,197
2019 5,176 1,937 1,918 1,610 56,903 N/A N/A 1,446 N/A 1,217
2020 4,243 1,409 1,989 1,641 51,300 N/A N/A 1,280 N/A 1,144
2021 3,876 1,508 1,931 1,599 48,248 N/A N/A 1,197 N/A 1,193
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Industry Outlook
Outlook The Food Service Contractors industry in Canada is expected to benefit

from increased consumer spending and higher corporate profit over the
five years to 2026.

With consumer incomes anticipated to rise, consumers are expected to increasingly spend on luxuries such as
dining out. Various private and public institutions, in addition to facilities, will likely recognize the benefits of
outsourcing food services to professionals that deliver quality and consistent food options. Further, IBISWorld
expects demand for industry services to improve following the development of the COVID-19 (coronavirus) vaccine,
as businesses and events reopen amid growth in consumer confidence. As a result, industry revenue is projected to
increase an annualized 2.3% to $4.3 billion over the five years to 2026.

VARIED GROWTH

Performance will likely vary between industry segments.

As the economy rebounds as expected and employment increases, corporate profit is expected to continue to rise
as well, increasing at an annualized rate of 3.2% over the five years to 2026. Higher profit will likely give large
corporations more impetus to retain employees, and food services may increasingly be used as a way to foster
employee satisfaction and positive morale. As companies' food services are increasingly positioned as a part of
broader corporate wellness goals, contractors' menus will likely evolve to include healthier items that suit this trend.
Demand from education and healthcare markets, which has grown steadily in recent years, is anticipated to provide
industry operators with further opportunities for growth.

Demand from energy companies declined substantially over the five years to 2021, predominantly as a result of the
decline in the world price of crude oil between 2016 and 2020. However, demand is expected to rebound somewhat
over the five years to 2026 after the price of oil demonstrated strong growth in 2021. Contracts to serve remote
camp locations in Canada's mining-heavy provinces will likely offer lucrative opportunities as this downstream
market is less price sensitive than the industry's traditional markets. The oil and gas sector in Alberta, Saskatchewan
and northern British Columbia is expected to be especially lucrative. Food services are typically incorporated into
larger contracts covering design, construction and maintenance of mining accommodations and on-site facilities
management. Increasingly, the only companies able to win these contracts will likely be multinationals with the
breadth of services required to satisfy these requirements.

Operators reliant on consumer spending activity are expected to perform well over the next five years. Consumer
spending is projected to increase at an annualized rate of 2.9% over the five years to 2026. The sports and
entertainment segment, which relies on a growing economy and high consumer spending on food outside the home,
is expected to benefit from this growth. Quality and the range of food services offered will likely become increasingly
crucial to the guest's venue experience. As a result, many major venues and stadiums will compete to gain a
reputation as food destinations. Additionally, venue operators are expected to continue to upgrade the food selection
to include healthier, gourmet options to suit changing consumer preferences. The higher price points commanded
for these items will ultimately benefit the domestic food service industry. These expectations are reliant on good
economic conditions over the next five years. A possible economic downturn, as a result of rising consumer debt, a
poor housing landscape or complications related to the coronavirus pandemic, would pose a significant threat to
industry operations over the five years to 2026.

PROFIT AND ESTABLISHMENT GROWTH
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Consolidation will likely increase over the five years to 2026 as larger
operators such as Compass Group PLC, Aramark Corporation and
Sodexo continue to win a disproportionate share of contracts from
smaller owner-operators.

Clients that outsource food services are anticipated to increasingly seek out companies with the scale and
sophistication necessary to increase operational efficiency and improve customer satisfaction. To compete, some
smaller operators are expected to merge or be acquired, albeit acquisition activity is not anticipated to be as
prevalent as it was during the current period. The number of industry enterprises is expected to grow at an
annualized rate of 1.1% to 1,691 companies over the five years to 2026. Further, IBISWorld projects that industry
employment will grow at an annualized rate of 1.2% to 51,290 workers during the same period.

The industry will always be a high-turnover, low-profit industry. However, to bolster profit, companies will likely shift
toward full-facilities management, which pairs food services with other services, such as cleaning, security and
maintenance under one contract. This factor will likely benefit major international players with geographically diverse
operations that can service a broad range of clients. As a result, industry profit, defined as earnings before interest
and taxes, is expected to grow from 5.9% of revenue in 2021 to 7.9% in 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 3,876 1,508 1,931 1,599 48,248 N/A N/A 1,197 N/A 1,193
2022 4,025 1,618 1,959 1,620 49,297 N/A N/A 1,227 N/A 1,255
2023 4,126 1,650 1,984 1,639 49,959 N/A N/A 1,246 N/A 1,299
2024 4,193 1,671 2,004 1,654 50,339 N/A N/A 1,258 N/A 1,328
2025 4,267 1,695 2,027 1,672 50,775 N/A N/A 1,271 N/A 1,352
2026 4,343 1,721 2,052 1,691 51,290 N/A N/A 1,286 N/A 1,377
2027 3,776 1,527 1,957 1,622 46,652 N/A N/A 1,159 N/A 1,403
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry services are widely accepted in downstream markets

The industry has exhibited long-term consistent growth in correlation with the overall economy

Consolidation is an ongoing industry trend

The Food Service Contractors industry in Canada is in the mature phase of its life cycle, having exhibited long-term
consistent growth in correlation with the overall economy. However, industry value added (IVA), which measures an
industry's contribution to the overall economy, is expected to decline at an annualized rate of 1.4% over the 10 years
to 2026. Conversely, Canadian GDP is expected to grow an annualized 1.9% during the same period. While the
difference in IVA and domestic GDP growth would typically be indicative of an industry in decline, in this case, it is
due to the external shock caused by the spread of COVID-19 (coronavirus).

The industry has benefited from the greater propensity of business, education and healthcare institutions, sports and
leisure facilities and correctional facilities to outsource food service requirements to industry operators. As sectors
such as education and healthcare, which currently have relatively low rates of food service outsourcing, aim to
increase efficiency, the industry will likely continue to benefit. Additionally, as corporate profit grows, more
businesses are anticipated to outsource food service activities. While all clients seek to reduce operating costs, the
desire to deliver a high level of customer satisfaction to students, faculty, patients, employees and sports fans often
outweighs this concern. Furthermore, downstream clients are realizing the benefits of focusing on their core
business, leaving the complex task of providing food services to specialist operators. The benefit of consolidating
services such as security, cleaning and maintenance, which many food service contractors also provide, with a
single provider, is also driving industry growth.

Consolidation is an ongoing industry trend as larger operators win a disproportionate amount of business and clients
increasingly seek providers with the scale and sophistication necessary to increase operational efficiency and satisfy
customers. IBISWorld expects the number of establishments to grow at an annualized rate of 0.8% over the 10
years to 2026, while the number of enterprises is expected to grow at a slightly slower rate during the same period.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Educational Services In Canada

Healthcare and Social Assistance In Canada

Public Administration in Canada

Arts, Entertainment and Recreation In Canada

Consumers in Canada

Key Selling Industries
1st Tier

Confectionery Wholesaling in Canada

Soft Drink Wholesaling in Canada

Wine & Spirits Wholesaling in Canada

Fish & Seafood Wholesaling in Canada

Beef & Pork Wholesaling in Canada

Frozen Food Wholesaling in Canada

Dairy Wholesaling in Canada

Fruit & Vegetable Wholesaling in Canada

2nd Tier

Beef Cattle Production in Canada

Hog & Pig Farming in Canada

Dairy Farms in Canada

Fruit & Nut Farming in Canada

Vegetable Farming in Canada

Products & Services

  CAFETERIA DINING SERVICES

Operators in the Canadian Food Service Contractors industry offer
cafeteria dining services to office buildings, educational institutions,
hospitals, museums, military bases, correctional facilities and other
institutions.

Cafeterias have little or no table service, with service provided from counters or stalls, meaning they require fewer
employees than full-service restaurants. It is also common for cafeterias to provide stations where customers buy
made-to-order food. Alcoholic beverages are rarely served in cafeterias, so operators do not benefit from the added
profit that alcohol sales provide. Customers are either charged a flat rate for admission, similar to a buffet or pay at
checkout for each item. Some self-service cafeterias charge by the weight of items on a patron's plate. Cafeteria
dining services are estimated to account for 24.9% of revenue in 2021, down from 27.9% in 2016. Due to the spread
of COVID-19 (coronavirus), this segment has fallen as a share of revenue over the five years to 2021 due to the
closure of many cafeterias in schools, offices and other buildings in 2020 and 2021.

RETAIL OUTLETS AND CONCESSIONS
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Retail outlets and concessions are anticipated to account for 23.3% of
industry revenue in 2021, up from 22.5% in 2016.

Industry operators provide a range of retail outlets and concession stands where customers purchase takeaway
food and beverages. Fast food is the most common type of food sold at concession stands as customers do not
have time to sit down to eat. Prices are often higher for food sold at these locations due to the convenience offered
and the proximity of the outlet to the venue, as is the case with sports stadium food outlets. In addition to food, some
industry operators have contracts to sell merchandise and other items to complement food. This segment increased
in 2020 and 2021 as many of these establishments were considered essential by the government.

FOOD AND NUTRITION SERVICES

Food and nutrition services are most common in the healthcare sector
where hospitals and other healthcare providers serve food to patients,
visitors and employees.

This segment includes room service dining to patients who can select meals from a customized menu. The range,
quality and variety of menu items has improved over the five years to 2021. Healthcare providers recognize the
value in patient and employee satisfaction. Hospitals are increasingly incorporating health initiatives per Health
Canada's guidelines. Dieticians and nutritionists are sometimes provided as a value-added service and help food
service contractors realize higher profit. The move toward healthier eating and programs with a focus on nutrition will
likely result in growth for this segment. Overall, food and nutrition services are expected to account for 20.0% of
industry revenue in 2021, down from 20.6% in 2016.

CATERING AND BANQUET SERVICES

Catering is not a core service of this industry and revenue earned by
specialty caterers is counted as part of the Caterers industry in Canada
(IBISWorld report 72232CA).

Nonetheless, some food service contractors do provide clients with catering services. This is mainly confined to the
business and industry, education and healthcare segments, which hold regular events that require catering. Demand
for catering has increased over the five years to 2021 as business sentiment has improved and businesses have
increased spending on events requiring catering, such as office parties, corporate conferences and client events. As
a result of higher demand, the average spend per head has also increased. In 2021, catering and banquet services
are forecast to account for 14.3% of industry revenue, up from 12.1% in 2016.

ON-SITE RESTAURANTS

On-site full-service restaurants are most common in the business and
industry segment where contractors frequently manage corporate dining
facilities, executive dining rooms and other full-service restaurants.

Sports and leisure facilities also provide full-service restaurants that offer premium service to high-end guests.
Profits are usually high for this segment, as food is typically upscale and often not paid for directly by the customer
and is included in a ticket package or charged to a corporate account. On-site restaurants are expected to account
for 6.5% of industry revenue in 2021, up from 6.3% in 2016.

OTHER

Food service contractors earn revenue through several other food service
activities, such as executive dining rooms, drinking water filtration, coffee
machines and vending.

Demand for these additional services has increased slightly, due to heavy marketing efforts by operators as a way to
diversify existing revenue streams. Overall, services in this segment are expected to account for 11.0% of industry
revenue in 2021, up from 10.6% in 2016.

Demand
Determinants

Demand for operators in the Canadian Food Service Contractors industry
depends on factors that include the propensity of businesses or entire
industries to outsource food services, in addition to broader economic
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factors such as employment growth and consumer spending.

The level of consumer travel, visiting of venues or attendance at major events where food service contractors
operate also greatly affects demand. Changes in household disposable income, from which travel, recreational and
cultural expenditure is financed, is also important. In turn, changes in employment growth, tax and interest rates and
gas prices affect growth in household disposable income.

Demand for food services

Food service contractors mainly provide catering facilities to airlines and airports; business, industry and educational
institutions, including schools and colleges; healthcare facilities and recreation and sports venues. Therefore, food
service contractors depend on demand from the opening of new leisure, recreation and sporting venues;
outsourcing of catering by businesses and governments; and trends in manufacturing and mining employment and
investment. Increasing government food handling and food safety regulations may also encourage an establishment
to outsource its catering functions to professional food service contractors.

Downstream industries

Currently, airlines offer fewer onboard meals, creating opportunities for food service contractors to establish airport
food halls. However, the industry is still sensitive to fluctuations in airline travel and scheduling, which can reduce
airport and food court use and revenue during weak economic periods.

Growth in the leisure catering segment depends on the number of major sporting events and attendance figures.
These numbers have been declining among most major professional sports leagues. Major food service operators
have been actively involved in securing equity in major new sport and multifunctional stadium developments,
ensuring ongoing and long-term catering rights.

In the mining catering segment, the rate of growth relates to trends in world mineral prices and investment and
production levels. As the Canadian mining sector has performed well in recent years, demand for the industry to
provide on-site food services at remote mining locations has grown. Demand from the manufacturing sector is
generally determined by consumer spending trends and trends in the outsourcing and offshoring of manufacturing
operations to overseas locations. When manufacturing is sent abroad, there is less demand for food service
contracts to feed those workers.

College and university cafeterias have been a major industry growth area, assisted by increasing enrolment and
more stringent health regulations on food handling and procedures. With enrolment levels increasing, colleges and
universities have been unable to handle the higher demand. In response, many have opted to outsource various
food service functions instead of expanding in-house. More stringent health regulations have also encouraged
universities to outsource these functions to lower their legal liability.

COVID-19

The spread of COVID-19 (coronavirus) caused a significant decline in demand for industry services. Due to
government mandates, many downstream establishments were temporarily closed, which meant that there was no
way for industry establishments to attract customers. Further, consumer spending and corporate profit declined
5.9% and 4.0%, respectively, in 2020. This has lowered demand for industry services because of a diminished
ability to pay. In 2021, demand is expected to fall even lower as lingering concerns regarding disease transmission
are expected to delay the reopening of many businesses and other institutions.

Major Markets

  Operators in the Canadian Food Service Contractors industry service a



Food Service Contractors in Canada November 2021

19 IBISWorld.com

diverse range of markets, including private businesses, government,
educational institutions and healthcare providers.

  The large number of markets the industry caters to somewhat tempers revenue volatility as some segments are
heavily reliant on consumers, while others have fixed-income, fixed-term contracts.

BUSINESS AND INDUSTRY

The business and industry segment is expected to generate 29.3% of
industry revenue in 2021, down from 31.7% in 2016.

This segment includes a range of services, including employee restaurants and catering to executive dining rooms
and convenience stores in offices, factories and plants, with the exception of healthcare and educational institutions.
This segment also includes office coffee and vending programs, including hot and cold beverages, snacks and light
meals. Food services are increasingly used as a way to enhance employee satisfaction and morale, thereby
bolstering retention. This segment is forecast to decline as a share of revenue over the five years to 2021 due to the
closure of many businesses in 2020 and 2021 as a result of the COVID-19 (coronavirus) pandemic. However,
IBISWorld expects this segment to be one of the fastest growing segments in the industry over the five years to
2026, with corporate profit forecast to grow an annualized 3.2% over the next five years.

EDUCATIONAL INSTITUTIONS

Food services in educational markets, including both college and K-12
catering, is one of the industry's most important segments, accounting for
30.1% of revenue in 2021, up from 28.7% in 2016.

K-12 accounts for more than half of demand for this segment, with colleges and other postsecondary institutions
accounting for the remainder. This segment is typically a steady stream of demand for industry operators, as
educational institutions are largely shielded from negative trends in consumer expenditure. Spending on education
as a percentage of GDP is expected to grow over the five years to 2021. However, this segment is likely to decline
over the five years to 2026 as spending starts to outstrip enrolment. Despite lower spending on education, this
segment is likely to remain an important driver of demand for the industry due to growing demand for facilities
services that food service contractors can provide.

HEALTHCARE

The healthcare sector, including senior homes, cafeterias and
concessions inside hospitals and catering services for patients, is
expected to generate 22.8% of industry revenue in 2021, up from 22.4% in
2016.

This market segment is expected to grow as a percentage of industry revenue, primarily due to the coronavirus
pandemic. Operators servicing this market have been required to update their menus over the five years to 2021 to
better suit the dietary needs of their customers. Nutritional services are becoming increasingly important to
healthcare providers, meaning food service contractors providing these value-added services are in high demand.
Over the five years to 2026, this segment is anticipated to endure challenges, including an expected decline in
inpatient volume and a shift to outpatient services.

SPORTS AND ENTERTAINMENT

The sports and entertainment segment, primarily consisting of food
services within stadiums, arenas and other multipurpose venues, is very
sensitive to consumer spending patterns, especially expenditure on
recreation.

Quality and range of food services is crucial to guests' venue experience. For this reason, venue operators have
improved food selection, food quality, menu flexibility and customer service, meaning many major venues have
become food destinations. In 2021, this segment is expected to account for 17.8% of industry revenue, up from
17.2% in 2016. Growth in this segment was strong between 2016 and 2019 before the spread of coronavirus caused
the cancellation of many entertainment and sporting events, constraining growth in this segment.
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Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Since the Canadian Food Service Contractors industry serves the domestic market, international trade is not a
factor. While many industry enterprises have international operations and sell products manufactured or produced
overseas, international trade is measured at the manufacturing level.

Business
Locations

  A region's overall share of the Canadian population and the concentration of downstream industries determines where
establishments in the Canadian Food Service Contractors industry are located. The catering process dictates that establishments
be close to or within the client's premises or venue. Ontario and Quebec are expected to have the largest share of full-service
restaurants by an overwhelming margin, accounting for 37.5% and 20.8% of industry locations, respectively, in 2021. These
provinces are home to the two largest metropolitan areas in Canada, Toronto and Montreal, in addition to cities such as Ottawa,
Quebec and Hamilton. The downstream markets serviced by food service contractors are generally more common in large urban
areas. In such areas, household income is higher than the national average and people converge to do business. Furthermore,
government offices, educational institutions and sporting and entertainment complexes are more common. Meanwhile, outlying
areas such as New Brunswick, accounting for 3.3% of industry establishments in 2021; Newfoundland (1.2%); and Prince Edward
Island (0.5%) have a negligible share of the industry's establishments. In 2021, British Columbia is expected to account for 16.3%
of industry establishments, with Alberta also expected to contain a significant share of establishments, accounting for 10.1% of
locations. The current distribution is not expected to change significantly over the five years to 2026, as IBISWorld does not
expect any substantial demographic or population shifts during the period.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

In 2021, IBISWorld estimates that the top three industry players account for nearly 75.0% of the available market
share, creating a high level of market share concentration. Very few large operators control large contracts for major
stadiums, education facilities and events, which comprise the top end of the industry. Only a few companies have
the capacity to service these contracts as it requires economies of scale, extensive supply chains and the ability to
hire large numbers of workers for seasonal events. As a result, the industry has increasingly consolidated over the
five years to 2021. Much of the recent acquisition activity occurring in the industry has been the result of food
service contractors seeking expand their revenue streams by purchasing companies offering complementary
services. For example, over the five years to 2021, Compass Group Canada Ltd. acquired the Hurley Group,
Marquise Group and Nova Services Group, all of which specialize in providing nonfood services, to expand its
support services business.

Key Success
Factors

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

Access to multiskilled and flexible workforce:
Access to skilled full-time chefs and cooks and experienced part-time and on-call temporary staff is critical.

Ability to quickly adopt new technology:
Adopting new food preparation, cooking and delivery technology permits industry players to remain competitive and
efficient.

Ability to control stock on hand:
Control of stock and wastage is important to maintaining profitability and reducing costs.

Ability to manage external (outsourcing) contracts:
Outsourcing of food services is increasing, particularly in the government and public sector.

Effective quality control:
Quality of food and its presentation, within the agreed budget, is important for customer retention and profitability.

Ability to vary services to suit different needs:
Some variation and flexibility in catering for clients' needs is required, including different price points and menu
options.
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Cost Structure
Benchmarks

  Profit

Profit varies within the industry, as larger operators benefit from
economies of scale. The largest players in the industry typically earn
profit exceeding the industry average. However, this is rare given the
large economies of scale required. In general, operators must have
high product turnover to break even. The seasonality of some
operators' revenue, such as those running concession stands at
entertainment venues or theme parks, where revenue is not always
constant, can also negatively affect average industry profit.

Over the five years to 2021, industry profit has declined, primarily as a
result of the difficult operating environment due to the COVID-19
(coronavirus) pandemic. In 2021, industry profit, defined as earnings
before interest and taxes, is expected to account for 5.9% of revenue,
down from 7.6% in 2016.

 

  Wages

Labour is the second-largest cost for operators, representing an
estimated 30.9% of revenue in 2021, down from 31.4% in 2016.
Operators prepare, cook, deliver and serve food, labour-intensive
actions that cannot easily be replaced by technology. These costs
include wages and benefits, such as health, workers' compensation
and unemployment insurance. Together, purchases and wages account
for nearly three-quarters of revenue. Over the five years to 2021, labour
costs are forecast to decline as a share of revenue as operational
efficiency has increased.
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  Purchases

Purchases represent the largest share of industry revenue, accounting
for an estimated 39.2% in 2021, up from 37.3% in 2016. Food and
beverages are usually purchased from wholesalers, particularly from
operators that can guarantee prompt delivery and exceptional food
quality. Fluctuations in the cost of food and liquor significantly
influences industry revenue and profit. In the short term, many of these
cost increases cannot be passed on to consumers or clients. Therefore,
menus, portion sizes and other food service inputs must be consistently
monitored. Increases in food and commodity prices can affect profit,
particularly for long-term, fixed-price contracts. The other major source
of inefficiency is waste due to fluctuations in demand, oversupply of
meals or excess ingredients that cannot be used and are subsequently
spoiled. Over the five years to 2021, purchase costs are forecast to rise
due to increased input prices across the global food chain.

 

  Marketing

Marketing costs are anticipated to account for 0.8% of revenue in 2021,
stagnating during the period. Due to the prevalence of multiyear
contracts, many operators do not engage in consistent marketing
efforts.

 

  Depreciation

Food service contractors incur minimal depreciation costs. Most kitchen
equipment can be sold secondhand to wholesaler dealers that then sell
these items to other food service enterprises. In 2021, depreciation is
anticipated to absorb 2.1% of revenue, up from 2.0% in 2016.

 

  Rent

Food service contractors have relatively low rent and utility costs for
operations compared with other food service industries. Rent costs are
anticipated to account for 4.0% of industry revenue in 2021, up from
3.4% in 2016.
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  Utilities

Utility costs do not constitute a significant expense for industry
operators. In 2021, the average industry operator is expected to spend
1.1% of revenue on utilities, up from 1.0% in 2016.

 

  Other Costs

Food service contractors incur a range of other costs in the normal
course of doing business including insurance, general administrative
expenses and motor vehicle operation costs. Other costs are estimated
to account for 16.0% of revenue in 2021, down from 16.4% in 2016.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Canadian Food Service Contractors industry are typically
chosen on a competitive bid basis, usually for three-to-five-year periods.

For this reason, operators compete on the basis of price, quality, range of products and services offered, service
innovation, nutritional content of food and availability of trained and qualified staff. Operators generally provide
services under two contract types, which include profit and loss contracts and client interest contracts. These
contracts differ for the amount of financial risk that the operator bears and the compensation expectations for
services rendered. Profit and loss contracts carry greater risk, meaning operators receive all the commission from
and incur all expenses resulting from services performed at a client location. Under a client interest contract, the
operator is paid a management fee, usually as a fixed dollar amount or a percentage of sales or costs.

It is increasingly common for food services to be bundled with other complementary services, such as cleaning,
maintenance and security, in a single contract. Therefore, operators that can provide a full range of services, as
opposed to only food services, will likely have a distinct advantage. This has led to consolidation within the industry,
as the largest players such as Compass Group Canada Ltd., Aramark Canada Ltd. and Sodexo Canada Ltd. provide
the full gamut of services that smaller operators cannot.

EXTERNAL COMPETITION

External competition comes largely from catering services.

Sometimes companies cancel an existing outsourced catering contract and re-establish this function in-house.
Some catering can also be undertaken by others in the broader food service sector, including the Full-Service
Restaurants industry in Canada (IBISWorld report 72211CA) and the Caterers industry in Canada (72232CA).
Service quality and brand names have also become more important to industry players, with many airports,
stadiums, schools and other venues outfitting cafeterias and food courts with brand-name restaurant franchises.
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Barriers to
Entry

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

  The Food Service Contractors industry in Canada has
moderate barriers to entry. New operators to the industry
are restricted by the ability to raise an appropriate amount
of capital, the market power of existing operators and the
ability to provide a range of complimentary services, in
addition to food services.

Economies of scale

The industry has a high level of concentration, with the
top three players estimated to account for about 75.0% of
the available market share. This factor provides a major
barrier to new operators that try to enter the top end of the
market since large players have higher marketing
budgets, more bargaining power in contract negotiations,
better brand recognition and more existing contacts. The
sheer size of these existing organization enables them to
provide levels of service that new entrants would struggle
to maintain, especially for big contracts with major
corporations, universities and sporting venues. Over the
five years to 2021, the industry has consolidated in an
effort to increase economies of scale and diversify service
offerings. However, there are usually niche markets that
can be profitably serviced by smaller businesses. Smaller
markets are sometimes too costly for larger operations to
service, as the requirements may conflict with a larger
company's existing operational structure.

Full-service tenders

Major clients of the industry increasingly seek full-service
contractors that can handle catering, property
maintenance, security and other services. This can either
be undertaken by a single operator or by an operator
working in partnership with other service industries. This
aspect tends to favour larger players because smaller
companies may not have the capital and infrastructure
required to fill all of these roles for clients.

Food safety regulations are also becoming more
stringent. Although the cost of complying with these
requirements further increases the barriers to entry into
this industry, many operators have little trouble remaining
compliant.

Barriers to Entry Checklist

Competition High  

Concentration High  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  The Canadian Food Service Contractors industry's three largest players, in terms of revenue, are fully owned
subsidiaries of international companies. France-based Sodexo, UK-based Compass Group PLC and US-based
Aramark Corporation control about 75.0% of industry market share and have extensive global contracts. Thus,
industry globalization is high and is increasing as global operators continue to expand.
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Major Companies

Major Players Aramark Corporation

Market Share: 31.6%

  Aramark Canada Ltd. (Aramark Canada) is a fully owned subsidiary of Philadelphia-based Aramark Corporation
(Aramark), a provider of food services, facilities management and corporate uniforms. In the United States, Aramark
is the major operator in the sports and entertainment venue component of the food service industry. It has the
catering rights to 150 professional and college teams, including a variety of teams in the MLB, NBA, NFL and NHL.
It also serves about 50 convention centres and amphitheatres. The company provides services across 22 countries
and about 250,000 employees globally.

Aramark operates through three major segments, which include its FSS United States segment, its FSS international
segment and its uniform segment. Prior to fiscal 2018 (year-end September), Aramark recorded industry-specific
revenue in its FSS North America segment. However, it reclassified its segment reporting structure in fiscal 2018 to
more closely align with its internal reporting structure. Specifically, most Canadian operations were combined with
the FSS international segment. Despite this, the services offered by the company's Canadian operations remain
unchanged.

Aramark Canada provides food services across a range of industries across the country. The company's business
service division is responsible for managing on-site cafes, restaurants, catering, executive dining and franchised
concepts in more than 200 client locations across Canada. The company also provides food service to about
500,000 students in private and secondary schools, colleges and universities across Canada. The company has
growing interests in remote camp locations, particularly in land-based drilling camps. Prior to the period, Aramark
Canada purchased QUASEP Canada Inc., a purchasing group with more than 1,000 members, to expand its food
service supply chain capabilities.

Financial performance

Aramark does not publicly report the performance of its Canada segment, with financial results being contained
within the broader FSS international segment, which includes several countries across the globe. However,
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IBISWorld estimates that based on the performance of several of its key markets, the company's industry-relevant
revenue will decrease at an annualized rate of 5.1% to $1.2 billion over the five years to fiscal 2021. Due to the
COVID-19 (coronavirus) pandemic, Aramark Canada's industry-relevant revenue fell 16.8% in fiscal 2020 alone.
This decline is anticipated to outpace the decline of the industry as a whole, illustrating the volatility endured by the
industry's largest operators. The company's industry-relevant operating profit, measured as earnings before interest
and taxes, is expected to decrease an annualized 12.0% to $43.4 million over the five years to fiscal 2021.

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

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 1,592.4 N/C 82.4 N/C
2017-18 1,574.4 -1.1 87.1 5.7
2018-19 1,697.4 7.8 88.8 2.0
2019-20 1,793.8 5.7 98.5 10.9
2020-21 1,493.0 -16.8 -30.8 N/C
2021-22 1,223.8 -18.0 43.4 N/C

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

Compass Group PLC

Market Share: 27.0%

  Compass Group Canada Ltd. (Compass Group Canada) is a fully owned subsidiary of Compass Group PLC
(Compass Group), a publicly listed contract food service company based in the United Kingdom. Compass Group
operates in more than 50 countries and is the largest contract food service company in the world. Compass Group
specializes in providing contract and concession food services in venues such as airports, hospitals and exhibition
centres. The company serves more than 4.0 billion meals annually across the globe and employs more than
500,000 people. While Compass Group is based in the United Kingdom, its largest geographic segment is North
America. Compass Group Canada is headquartered in Mississauga, ON, and has regional offices in six other
provinces.

Compass Group's Canadian arm accounts for an estimated 4.1% of its total revenue in fiscal 2021 (year-end
September) and has been in operation since 1978 when it opened as Restauronics Services Limited. Following a
string of ownership and name changes over the past four decades, Compass Group Canada is currently based in
Ontario and employs about 25,000 staff members. Compass Group Canada divides its business into five main
sectors, which include business and industry; education; healthcare and seniors; sports and leisure; and defence,
offshore and remote. The company's Canadian clients range between hospital culinary programs and K-12, college
and university dining, contract catering and consumer retail outlets. The company's major Canadian clients include
International Business Machines Corporation; the Ford Motor Company; Suncor Energy Inc.; Sunnybrook Health
Sciences Centre; the Canadian Museum of History; the Rogers Centre, home to the Toronto Blue Jays and
Argonauts; and the Centre Bell, home to the Montreal Canadiens. According to the company's fiscal 2020 annual
report (latest data available), Compass generated $34.7 billion in total revenue that year.

Financial performance

The company's industry-relevant revenue is expected to decline at an annualized rate of 2.5% to $1.0 billion over
the five years to fiscal 2021. These figures reflect currency exchange rates, which have been favourable for the
company. Compass Group Canada's business has declined at a slower rate than the overall industry as it has
managed to maintain some of its contracts amid the spread of COVID-19 (coronavirus). The slower rate of decline
has also been driven by the retention of some key existing clients and new contracts, including Ryerson University in
Toronto, which has more than 30,000 students; and McGill University in Montreal, which boasts more than 40,000
students. The company's industry-relevant operating profit, defined as earnings before interest and taxes, is
expected to fall an annualized 5.2% to $66.2 million over the five years to fiscal 2021.
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Compass Group PLC (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 1,188.8 N/C 86.4 N/C
2017-18 1,340.0 12.7 100.0 15.7
2018-19 1,404.8 4.8 105.8 5.8
2019-20 1,495.3 6.4 111.9 5.8
2020-21 1,219.5 -18.4 33.9 -69.7
2021-22 1,047.9 -14.1 66.2 95.3

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

Sodexo

Market Share: 13.7%

  Sodexo Canada Ltd. (Sodexo Canada), based in Burlington, ON, is a fully owned subsidiary of France-based food
service and facilities management multinational Sodexo. According to the company's fiscal 2020 (year-end August)
annual report (latest data available), Sodexo has about 420,000 employees in more than 24,000 locations across 64
countries. The company services 34,000 sites and 75.0 million consumers daily. Sodexo is a public company listed
on the Paris Stock Exchange. The company was founded in the mid-1960s and serviced hospitals and remote site
locations in Europe, Africa and the Middle East before establishing operations in North America in the 1980s.

Sodexo Canada employs about 12,000 people and serves more than 1.0 million daily customers through its 230
clients at 750 sites. The company's clients span a wide spectrum of sectors, including corporate, education,
healthcare, senior living and leisure facilities and remote sites. Sodexo's major clients in Canada include Nokia
Corporation, GlaxoSmithKline PLC, Exxon Mobil Corporation, the Procter & Gamble Company, Sanofi SA and
Unilever. The company's remote sites segment has performed particularly well in recent years. Over the five years
to fiscal 2021, the company has added new remote sites contracts to serve energy companies Suncor Energy Inc.,
Hydro-Quebec, mining company Imperial Metals Corporation and steel multinational Tata Steel Limited. Sodexo
Canada also won a contract to serve four campuses with 40,000 students at Centennial College in Toronto.

Financial performance

Sodexo's industry-relevant revenue is forecast to fall at an annualized rate of 4.2% to $531.4 million over the five
years to fiscal 2021. In 2017, the company opened one of its largest new business accounts in more than 10 years
at Simon Fraser University in British Columbia. However, similar to the overall industry, the spread of COVID-19
(coronavirus) significantly reduced downstream demand for food service contractors in both 2020 and 2021. The
company's industry-relevant operating profit, defined as earnings before interest and taxes, is expected to decline an
annualized 10.0% to $21.0 million over the five years to fiscal 2021.

 
Sodexo (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 659.0 N/C 35.6 N/C
2017-18 674.5 2.4 38.7 8.7
2018-19 693.7 2.8 33.9 -12.4
2019-20 726.4 4.7 35.0 3.2
2020-21 670.4 -7.7 2.3 -93.4
2021-22 531.4 -20.7 21.0 813.0

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

Other Companies Apart from the big three companies, each of the other players in the Canadian Food Service Contractors industry
are estimated to hold less than 5.0% of industry market share in 2021. Some other prominent players within this
industry include Delaware North Companies Inc., Centerplate Inc., AVI Foodsystems Inc. and Thompson Hospitality
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Corporation. Most of these companies have a niche focus rather than diversified portfolios.

According to 2021 figures from Statistics Canada (latest data available), 57.2% of industry establishments are
nonemployer sites. Of the remaining locations that do employ workers, 46.5% have fewer than five employees and
88.1% have fewer than 50 workers.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Food Service Contractors industry in Canada is
subject to a low level of capital intensity. In 2021,
IBISWorld estimates that for every $1.00 spent on labour,
$0.07 will be spent on capital investments by operators.

The industry is highly labour intensive, further lowering the
industries degree of capital intensity. Labour is needed for
preparing and cooking meals, serving meals and
associated beverages. A skilled back-office staff is also
essential to coordinating services, accurately determining
costs and purchasing food in correct quantities. The
cleaning process, which includes kitchen facilities,
glassware, plates and utensils, also requires direct labour
input. The availability of skilled staff is critical, as duties can
range from cooking to serving. Labour is often hired on an
infrequent or seasonal basis to service clients during peak
periods; as a result, large operators must be able to hire
large numbers of workers on short notice.

While there are capital costs associated with commercial
kitchens and equipment, much of this can be offset through
leasing arrangements. This not only lowers any initial
capital outlay; it also presents attractive tax benefits to
operators. Facilities and equipment are sometimes
provided by the hiring company, reducing the level of
capital outlay even further.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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.

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

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.

Low Market
Concentration

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.

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

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.

Although the Food Service Contractors industry in Canada endures external
competition from catering companies, technological advances in competing
industries do not currently significantly affect this particular industry.

This is largely because it is simply the most convenient option for educational institutions, government buildings and
healthcare facilities, among other social institutions, to establish contracts with industry operators as opposed to
outsourcing various food activities to catering companies. In addition, catering companies as a whole tend to cater specific
events, which represent short-term "one-offs" compared with the long-term services that are routinely provided by this
industry to its downstream buyers.

However, the recent rise in the popularity of smartphone apps such as Uber Eats and Postmates, which permit users to
order food from a variety of nearby restaurants and cafes, poses a threat to the industry. Many university students and
government employees are increasingly choosing to order food and drink from such services. This trend is expected to
increase, with the advent of additional food service apps augmenting the broader threat posed by these apps to the
industry.

The level of technology change is    Low

  The Food Service Contractors industry in Canada has had a low to moderate
level of technological change over the five years to 2021.
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Food service contractors regularly leverage technology to reduce labour and food costs, thereby increasing sales and
profitability. Operators also use technology to improve business processes, support growth, maintain current operations
and improve meal experiences. However, most technological change occurred prior to the current period.

Quality of service

Most of the industry's technological adoption aims to address new systems
and processes that are designed 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 has helped drive greater efficiency in coordinating supplies and other preprepared
food items.

Larger food service contractors also use data networks to send and receive business data to and from food service
establishments to monitor and analyze all aspects of the business. Using data analytics, operational efficiencies can be
identified and improved upon across a company's network.

Point-of-sale systems

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

Smaller contractors are increasingly accepting credit card payments through devices such as Square, which connects
directly to the establishment's tablet device and facilitates ease of transaction. Customers can sign with their finger on a
touchscreen rather than with a pen and then have the receipt e-mailed to them. Some contractors have adopted mobile
technology, making it possible to order various items, such as coffee through mobile applications and online.

Cook-Chill method

Cook-Chill systems are used by many types of food service organizations that
produce large quantities of food for service at one time.

The Cook-Chill method extends products' shelf lives, while also reducing food and labour costs. The system is able to help
ensure consistent quality in every batch by preserving a fresh-cooked taste for about four days, while helping to reduce
costs associated with preparation. Costs are reduced since the method makes it possible for one person to prepare and
preserve food over a period of time, compared with preparing the food with multiple chefs in a matter of hours.

Revenue
Volatility

The level of volatility is    High
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  The Food Service Contractors industry in Canada is subject to a moderate to
high level of revenue volatility due to the diverse and increasing number of
markets and facilities that require catering.

Also of particular importance is businesses' and government's rising outsourcing of catering, particularly in the education
and health areas. Furthermore, markets served by the industry include healthcare, education and correctional facilities, all
of which are somewhat insulated from broader economic fluctuations, due the nondiscretionary nature of such operations.
Conversely, demand from market-dependent segments, such as business and industry and sports and entertainment
venues, can decline heavily if consumer spending and confidence fall, resulting in revenue declines for industry operators.
Over the five years to 2021, revenue has declined as much as 18.0% in 2020 and has grown as much as 10.9% in 2019.
Overall, revenue is expected to fluctuate 10.7% on average during the five-year period.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

The Food Service Contractors industry in Canada is subject to a medium and
increasing level of regulation.

Regulations cover a range of areas, from food safety and standards to labour conditions, liquor licensing and franchising
requirements. Most regulation is enacted and enforced at the provincial level. Due to the COVID-19 (coronavirus)
pandemic, some businesses, including restaurants and industry operators, were forced to temporarily close to minimize the
spread of the virus, slightly increasing regulation for this industry.

FOOD SAFETY AND STANDARDS

Health Canada is responsible for establishing standards for the safety and
nutritional quality of all food 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 a local health department
or to the Canadian Food Inspection Agency.

LABOUR RELATIONS

The industry employs several young and low-skilled workers at hourly rates.

Therefore, the industry is subject to minimum wage and employee benefits regulations. Each province formulates and
regulates its own minimum wage. Currently, Saskatchewan has the lowest minimum wage at $11.81 per hour, while the
highest is that of Nunavut at $16.00 per hour, according to 2021 figures from the Retail Council of Canada (latest data
available).
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SMOKING BANS

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

Each jurisdiction has developed legislation separately; however, most laws are consistent across Canada. Some
differences pertain 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.

LIQUOR LICENSING

Each of Canada's 13 provinces and territories has a liquor board or
commission that oversees the control, distribution and sale of alcohol in its
jurisdiction.

All establishments that serve alcohol must obtain a liquor licence from a provincial commission. These laws provide
practical rules for the responsible sale and service of alcohol. Laws also govern the time, place and maximum amount of
sale for these items. There is an obligation to train employees under a Smart Serve program, which ensures competency in
the handling of alcohol-related problems. Many provinces also specify identification requirements to determine the eligibility
of patrons.

Industry
Assistance

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

The Food Service Contractors industry in Canada receives no special tax or
other assistance from the federal government.

However, several trade associations support both operators and the industry as a whole. For example, Restaurants
Canada, formally the Canadian Restaurant and Foodservices Association, works with all levels of government on critical
industry issues to support industry operators. Providing training and other educational programs and supplying industry
research, information and events. The Canadian Association of Foodservice Professionals provides many similar functions.

In response of the global spread of COVID-19 (coronavirus), the Government of Canada released the COVID-19 Economic
Response Plan to support Canadians and businesses suffering economic hardship due to the outbreak. The government
announced support for small businesses including new measures that help businesses stay open and keep their workers
employed. Included in these measures was the expansion of the Canada Emergency Business Account to businesses that
paid between $20,000 and $1.5 million in total payroll. Also, the government introduced the Canada Emergency
Commercial Rent Assistance program for small businesses. The program provided loans to commercial property owners,
which resulted in lower rent for small businesses. Additional support was available for businesses including the Canada
Emergency Wage Subsidy (CEWS) a subsidy that generally covered 75.0% of an employee's wages up to $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 4,528 1,865 1,921 1,666 52,566 N/A N/A 1,423 N/A 1,024
2013 4,537 1,895 1,872 1,592 54,787 N/A N/A 1,457 N/A 1,050
2014 4,717 1,973 1,952 1,605 56,530 N/A N/A 1,502 N/A 1,078
2015 5,021 2,125 1,899 1,618 57,498 N/A N/A 1,557 N/A 1,103
2016 4,809 1,972 1,902 1,597 58,345 N/A N/A 1,510 N/A 1,126
2017 4,723 1,943 1,910 1,602 59,021 N/A N/A 1,512 N/A 1,167
2018 4,669 1,870 1,914 1,607 56,758 N/A N/A 1,456 N/A 1,197
2019 5,176 1,937 1,918 1,610 56,903 N/A N/A 1,446 N/A 1,217
2020 4,243 1,409 1,989 1,641 51,300 N/A N/A 1,280 N/A 1,144
2021 3,876 1,508 1,931 1,599 48,248 N/A N/A 1,197 N/A 1,193
2022 4,025 1,618 1,959 1,620 49,297 N/A N/A 1,227 N/A 1,255
2023 4,126 1,650 1,984 1,639 49,959 N/A N/A 1,246 N/A 1,299
2024 4,193 1,671 2,004 1,654 50,339 N/A N/A 1,258 N/A 1,328
2025 4,267 1,695 2,027 1,672 50,775 N/A N/A 1,271 N/A 1,352
2026 4,343 1,721 2,052 1,691 51,290 N/A N/A 1,286 N/A 1,377

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Consumer

spending (%)
2012 2.94 7.68 -6.39 -4.70 8.02 N/A N/A 11.1 N/A 1.89
2013 0.19 1.59 -2.56 -4.45 4.22 N/A N/A 2.38 N/A 2.62
2014 3.96 4.13 4.27 0.81 3.18 N/A N/A 3.10 N/A 2.57
2015 6.46 7.67 -2.72 0.80 1.71 N/A N/A 3.60 N/A 2.32
2016 -4.24 -7.21 0.15 -1.30 1.47 N/A N/A -3.01 N/A 2.10
2017 -1.78 -1.48 0.42 0.31 1.15 N/A N/A 0.11 N/A 3.67
2018 -1.15 -3.76 0.20 0.31 -3.84 N/A N/A -3.72 N/A 2.53
2019 10.9 3.60 0.20 0.18 0.25 N/A N/A -0.65 N/A 1.65
2020 -18.0 -27.3 3.70 1.92 -9.85 N/A N/A -11.5 N/A -5.94
2021 -8.66 7.01 -2.92 -2.56 -5.95 N/A N/A -6.50 N/A 4.26
2022 3.84 7.30 1.45 1.31 2.17 N/A N/A 2.51 N/A 5.21
2023 2.50 1.97 1.27 1.17 1.34 N/A N/A 1.57 N/A 3.47
2024 1.62 1.26 1.00 0.91 0.76 N/A N/A 0.93 N/A 2.18
2025 1.78 1.44 1.14 1.08 0.86 N/A N/A 1.04 N/A 1.84
2026 1.78 1.50 1.23 1.13 1.01 N/A N/A 1.17 N/A 1.87

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 41.2 N/A N/A 86.1 31.4 27.4 27,073
2013 41.8 N/A N/A 82.8 32.1 29.3 26,594
2014 41.8 N/A N/A 83.4 31.9 29.0 26,575
2015 42.3 N/A N/A 87.3 31.0 30.3 27,071
2016 41.0 N/A N/A 82.4 31.4 30.7 25,877
2017 41.1 N/A N/A 80.0 32.0 30.9 25,611
2018 40.1 N/A N/A 82.3 31.2 29.7 25,644
2019 37.4 N/A N/A 91.0 27.9 29.7 25,413
2020 33.2 N/A N/A 82.7 30.2 25.8 24,951
2021 38.9 N/A N/A 80.3 30.9 25.0 24,807
2022 40.2 N/A N/A 81.6 30.5 25.2 24,890
2023 40.0 N/A N/A 82.6 30.2 25.2 24,946
2024 39.9 N/A N/A 83.3 30.0 25.1 24,989
2025 39.7 N/A N/A 84.1 29.8 25.0 25,034
2026 39.6 N/A N/A 84.7 29.6 25.0 25,073

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

International Caterers Association
http://www.internationalcaterers.org

Restaurants Canada
http://www.restaurantscanada.org

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

Industry Jargon COOK CHILL
A technology that enables for the quick freezing of pre-prepared meals for serving at a later time to retain flavour
and nutritional benefits.

FOOD SERVICE
The making, transporting, serving and dispensing of prepared foods, either on the client's premises or via the
provision of preprepared meals.

FULL FACILITIES MANAGEMENT
An agreement with a client to supply multiple services, such as catering, security, maintenance and cleaning, in one
contract.

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

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

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

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

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

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

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

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

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

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



Food Service Contractors in Canada November 2021

38 IBISWorld.com

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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