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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 in the Canadian Bars and Nightclubs industry is expected to decline over the five years to 2021, partially
due to the COVID-19 (coronavirus) pandemic affecting business operations. For more detail, please see the Current
Performance chapter.

· Demand for the industry's products and services is expected to shift slightly due to the adverse economic effects of
the pandemic. For more detail, please see the Demand Determinants chapter.

· Due to economic consequences of the pandemic, industry operators are expected to receive extra governmental
aid to keep their businesses afloat. For more detail, please see the Industry Assistance chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.



Bars & Nightclubs in Canada October 2021

4 IBISWorld.com

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 Bars and Nightclubs industry in Canada includes bars, taverns, nightclubs and drinking places that serve

alcoholic beverages for immediate consumption. These establishments may also provide limited food services.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Operating licensed bars

Operating nightclubs

Operating wine bars

Operating licensed establishments with limited food service

Operating Video Lottery Terminals in licensed venues

The major products and services in this industry are:

Distilled spirits sales

Wine sales

Beer, ale and cider sales

Food sales

Gambling services

Sale of packaged alcohol, tobacco products and other merchandise

Other
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Supply Chain

SIMILAR INDUSTRIES

Beer, Wine & Liquor Stores in
Canada

Hotels & Motels in Canada Full-Service Restaurants in
Canada

Single Location Full-Service
Restaurants in Canada

Coffee & Snack Shops in Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Bars & Nightclubs in the US Wine Bars Cigar Lounges Strip Clubs

Pubs, Bars and Nightclubs in
Australia

Cafes, Bars & Other Drinking
Establishments in China

Nightclubs in the UK Pubs & Bars in the UK

Pubs, Bars and Nightclubs in New
Zealand
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Industry at a Glance
Key Statistics

$2.3bn
Revenue

Annual Growth

2016–2021

-5.5%

Annual Growth

2021–2026

3.3%

Annual Growth

2016–2026

 

$83.7m
Profit

Annual Growth

2016–2021

-7.5%

  Annual Growth

2016–2021

 

3.6%
Profit Margin

Annual Growth

2016–2021

-0.4pp

  Annual Growth

2016–2021

 

4,504
Businesses

Annual Growth

2016–2021

-2.7%

Annual Growth

2021–2026

0.2%

Annual Growth

2016–2026

 

24,130
Employment

Annual Growth

2016–2021

-10.9%

Annual Growth

2021–2026

0.9%

Annual Growth

2016–2026

 

$464.4m
Wages

Annual Growth

2016–2021

-9.8%

Annual Growth

2021–2026

1.4%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.3%
Consumer spending

1.5%
Consumer confidence index

-0.4%
Per capita alcohol consumption

3.0%
Number of households earning
$100K or more

0.3pp
Urban population

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Technology Change

Low

  Industry Globalization
Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Regulation & Policy
Medium / Increasing

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Assistance

Low / Steady

  Barriers to Entry
Low / Steady   Competition

High / Steady

 

Key Trends

 Regulatory barriers have inhibited bar and nightclub
operators

 Health concerns have caused a broad shift away from beer

 The service-based nature of the industry has limited the
extent to which operators can cut labour costs

 Government bodies and community groups will likely make
concerted efforts to reduce binge drinking

 At-home alcohol consumption trends will likely continue to
limit industry growth

 Industry profit is expected to rebound from pandemic-related
declines

 Strict regulations on liquor licences and rising competition
have discouraged new entrants
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Barriers to Entry

  Low & Steady Level of Assistance

  High Competition

  Low Profit vs. Sector Average

  High Capital Requirements

   

OPPORTUNITIES

  High Performance Drivers

  Urban population

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Per capita alcohol consumption
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Executive Summary Another round: Bars will likely continue to introduce healthier upscale
products to appeal to consumer tastes

The Bars and Nightclubs industry in Canada has been negatively affected by several social trends, including
increased alcohol consumption at home rather than at industry establishments and a declining per capita alcohol
consumption over the five years to 2021. Furthermore, rising alcohol prices, wariness of drunk driving and evolving
attitudes toward alcohol consumption have constrained revenue growth. Per capita consumption of alcohol is
expected to fall marginally, decreasing an annualized 0.4% over the five years to 2021. Furthermore, the industry
has experienced heightened competition from other industries that serve alcohol, such as restaurants and a growing
number of entertainment options. Additionally, the COVID-19 (coronavirus) pandemic has caused the shutdown of
industry establishments for several months and a limited capacity when establishments were permitted to open. As
a result, industry revenue is expected to decline an annualized 5.5% to $2.3 billion over the five years to 2021.
Subsequently, industry profit has also decreased during the period. However, revenue is expected to increase
13.4% in 2021 alone, primarily due to the expected economic recovery following the pandemic.

Industry operators have responded to these challenges by diversifying into a range of new concepts, such as wine
bars, cocktail lounges and brewpubs, to attract new demographics. However, strict regulations on liquor licences
and rising competition have discouraged new operators from entering the industry. As drinking establishments cater
to a larger range of niche markets, the industry has become more fragmented. Many of the remaining
establishments have adapted their menus and entertainment offerings to accommodate growing consumer
preferences for craft beers and specialty cocktails.

The industry is projected to continue contending with competition from in-home alcohol consumption and
establishments that operate outside the industry that also serve alcohol, such as restaurants, over the five years to
2026. Despite these factors, the industry's financial performance is forecast to improve, as strength within the
broader economy resumes and consumer spending increases. Bars will also likely continue to introduce healthier
upscale products, such as craft beer and organic food, to their menus, to appeal to consumer tastes. Industry
revenue is thus forecast to increase an annualized 3.3% to $2.7 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Consumer spending

Consumer spending measures the total amount Canadians spend on services, new goods and net purchases of
used goods, both domestically and abroad. Changes in overall consumer spending are significant because they
reflect specific trends, including alcohol spending. Consumer spending is expected to increase in 2021.

 

Per capita alcohol consumption

Attitudes toward alcohol consumption are changing. Binge drinking, particularly among younger people, is now a
concern for the government, and regulatory constraints relating to excessive alcohol consumption are increasing for
industry operators. Decreasing alcohol consumption, especially at bars, negatively affects demand for bars and
nightclubs. Per capita alcohol consumption is expected to increase in 2021, representing a potential opportunity for
the industry.

 

Consumer confidence index

Changes in consumer sentiment significantly influence household discretionary expenditure, including expenditure
on entertainment and liquor, particularly outside of the home. As consumer confidence increases, households are
more likely to increase spending in bars and nightclubs. The Consumer Confidence Index is expected to increase in
2021, however, its volatility poses a potential threat to the industry.

 

Number of households earning $100K or more

Bars and nightclubs generate a significant portion of revenue from customers who earn higher incomes. Therefore,
more households earning more than $100,000 will likely benefit the industry. The number of households earning
$100,000 or more is expected to increase in 2021.

 

Urban population

Many bars and nightclubs operate in urban locations where population density is high and per capita disposable
income is higher than average. As the urban population increases, the industry's pool of potential customers grows.
Bars and nightclubs also take advantage of agglomeration, meaning they usually benefit from being located near
competitors. The urban population is expected to increase slightly in 2021.
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Current
Performance

Operators in the Canadian Bars and Nightclubs industry primarily prepare
and serve alcoholic beverages for immediate consumption and may also
provide limited food services.

Industry revenue, however, has decreased over the five years to 2021 due to several consumer trends. As drinks at
bars and restaurants have become increasingly expensive and health consciousness has risen, more consumers
have opted to drink alcohol at home or abstain from drinking altogether. This trend has been compounded by the
COVID-19 (coronavirus) pandemic, which has forced the closure of industry establishments for several months and
limited operating capacity in 2020 and 2021. As a result, industry revenue is expected to contract an annualized
5.5% to $2.3 billion over the five years to 2021, including an increase of 13.4% in 2021 alone as the economy
begins to recover and more industry establishments reopen with fewer restrictions.

The industry is driven by broad economic trends, such as household income growth, consumer spending and
consumer confidence. Consumer spending is expected to grow an annualized 1.3% over the five years to 2021, but
was anticipated to grow at a faster rate prior to the coronavirus pandemic. How consumers choose to spend their
spare time and disposable income also influence the industry's performance. Spending at bars and nightclubs is
discretionary, so consumers can easily substitute it with other forms of entertainment. Bar and nightclub operators
are finding it more difficult to attract patrons who have a wide range of ways to spend their free time, including
alternative sources of entertainment, such as musical and sporting events. Another major concern for the industry
has been consumers increasingly choosing to drink alcohol at home rather than at a bar or nightclub, and thus, a
decreasing per capita alcohol consumption. Per capita alcohol consumption is anticipated to fall an annualized 0.4%
over the five years to 2021, resulting in tempered demand growth for bars and nightclubs.

REGULATION

Regulatory barriers have inhibited bar and nightclub operators over the
past five years.

Liquor laws, which are enacted and enforced at the provincial level, have targeted dangerous and volatile drinking
habits, especially among young people. To target problem drinkers, minimum pricing regulations are in place in most
provinces, restricting bars and nightclubs in their ability to offer drink promotions. For example, in Ontario, which is
home to more than 20.0% of industry establishments, bars and nightclubs may not advertise prices in a manner that
promotes excessive consumption or use the term “happy hour” in advertisements. The availability of liquor licences
is also tightly controlled in most provinces. In British Columbia, establishments must pay a $4,400 application fee
and wait up to a year for approval. Alberta requires all establishments with a licence to offer at minimum six food
items and possess commercial-grade kitchen equipment. Stricter regulation has been a contributing factor to the
decline in establishments. The number of industry establishments is expected to decrease an annualized 2.6% to
4,621 locations over the five years to 2021.
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CONSUMER PREFERENCES

Shifting consumer preferences have affected the industry's product mix,
catching some operators off guard.

Health concerns have caused a broad shift away from beer toward wine, cider and spirits, with some industry
operators even introducing low-alcohol options, such as fermented teas and beers mixed with juices, to mitigate
some of the less healthy aspects of traditional beers. Medical studies released over the past decade demonstrate
that moderate consumption of wine and spirits can provide some health benefits. Additionally, the recent trend of
low-carbohydrate diets has discouraged the consumption of beer, which is generally high in carbohydrates. As a
result, beer has failed to make the same consumption gains as cider, wine and spirits over the past five years. Sales
of cider, therefore, have skyrocketed over the past 10 years as several new brands have capitalized on growing
demand, according to industry association Spirits Canada. While overall beer consumption has declined, demand
for light beers, imported beers, microbrews and craft brews has grown as consumer preferences have become more
complex.

Another salient trend within the industry pertains to the rise of specialty cocktail bars that provide value-added,
handcrafted drinks for consumers seeking more variety outside of beer and wine bars. Typically, these bars cater to
middle-income and upscale crowds. Therefore, they tend to offer superior service and other amenities, such as
small plates and more coveted ingredients in their food and drinks. These bars have performed exceptionally well
over the past five years, particularly due to an increase in the households earning $100,000 or more, which is
expected to rise an annualized 3.0% over the five years to 2021. Consumers in this income bracket tend to spend
more liberally when eating out and are more likely to spend money at establishments specializing in high-quality
cocktails.

Despite the rising popularity of specialty cocktail bars, many Canadians have opted to purchase their alcohol at
grocery stores and supercentres rather than at industry establishments. For many Canadians, drinking at home is a
safer and more affordable option.

TECHNOLOGY

Many companies have used technology over the past five years to
improve the overall customer experience and boost the efficiency of their
operations.

For example, operators have implemented computer software that helps monitor and control labour costs, inventory
and cash management, as well as booking systems that link to waiter tablets or smartphones. However, the service-
based nature of the industry has limited the extent to which bar and nightclub operators can cut labour costs.
Industry wages are expected to decrease at an annualized rate of 9.8% to $464.4 million over the five years to 2021.
Additionally, industry profit, measured as earnings before interest and taxes, is forecast to fall during the same
period, accounting for 3.6% of revenue in 2021 due to decreased demand for industry services.
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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)

Per capita
alcohol

consumption
(Liters)

2012 3,317 1,049 5,536 5,436 47,102 N/A N/A 835 N/A 103
2013 3,195 994 5,608 5,502 47,471 N/A N/A 806 N/A 101
2014 3,175 981 5,458 5,349 46,393 N/A N/A 799 N/A 101
2015 3,101 1,003 5,344 5,232 44,937 N/A N/A 782 N/A 102
2016 3,090 991 5,280 5,168 42,887 N/A N/A 777 N/A 102
2017 2,995 965 5,164 5,054 42,373 N/A N/A 749 N/A 101
2018 2,960 940 5,032 4,923 41,216 N/A N/A 741 N/A 99.5
2019 2,835 904 4,690 4,587 39,766 N/A N/A 717 N/A 99.3
2020 2,052 508 4,467 4,382 22,556 N/A N/A 429 N/A 99.3
2021 2,326 610 4,621 4,504 24,130 N/A N/A 464 N/A 99.4
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Industry Outlook
Outlook Operators in the Canadian Bars and Nightclubs industry are anticipated to

benefit from resumed increases in household incomes and consumer
spending moving forward.

Consumer spending is projected to grow an annualized 2.6% over the five years to 2026, while per capita alcohol
consumption is anticipated to rise an annualized 0.1% during the same period, potentially translating to an uptick in
consumer expenditure on industry products. Furthermore, the movement toward premium beverage consumption
will likely continue to benefit industry operators as consistent overall economic growth bolsters consumers'
disposable incomes. As a result, industry revenue is expected to grow at an annualized rate of 3.3% to $2.7 billion
over the five years to 2026. This increase may also be attributed to expected economic recovery after the COVID-19
(coronavirus) pandemic, which resulted in a forced closure for all nonessential businesses and limited capacity for
certain industry establishments. As economic conditions continue to improve, provinces will likely continue to ease
restrictions on operators in an effort to benefit industry sales.

FUTURE RISKS

Lingering concerns over binge drinking, particularly among young adults,
could place industry operators under increased government scrutiny.

According to 2020 data from Statistics Canada, more than 25.0% of males and less than 20.0% of females between
18 and 34 years old reported heavy drinking, which is defined as consuming five or more standard drinks on a single
occasion 12 or more times in the past year (latest data available). Government bodies and community groups will
likely make concerted efforts to reduce binge drinking over the next five years. As a result, further restrictions on
alcohol sales and promotions could be placed on the industry. These restrictions may include controls over alcohol
advertising and pricing, which would ultimately limit potential revenue growth. However, alcohol laws, such as the
minimum drinking age, are unlikely to change significantly during this period, especially with lobby groups
influencing policy.

CONSOLIDATION

The growing trend of at-home alcohol consumption will likely continue to
limit industry growth over the next five years.

Regulation that enables consumers to purchase alcohol through a widening range of retail channels will likely play a
role in this shift. For example, British Columbia passed new laws in early 2014 that permit consumers to purchase
wine and beer at grocery stores. A wider range of microbrews, imported beers and a growing number of ciders and
wines, which are often not available at bars but can be purchased at retail outlets, will likely play a significant role in
slowing spending at bars and nightclubs. Consequently, new operators are anticipated to be discouraged from
entering the industry amid rising competition. The number of industry establishments is expected to increase at an
annualized rate of 0.4% to 4,724 locations over the five years to 2026.

In response to rebounding revenue, industry employment is forecast to grow, increasing at an annualized rate of
0.9% to 25,239 workers over the five years to 2026. As a result, industry wages are expected to climb as well,
increasing at an annualized rate of 1.4% to $497.4 million during the same period.
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BEER, WINE AND PREMIUMIZATION

Craft beers and handcrafted cocktails command a price premium.

Thus, given projected demand stability, industry profit is expected to rebound from pandemic-related declines. Bars
and nightclubs can capitalize on this trend by forging partnerships with local breweries and featuring rotating taps
with popular local beers. Similar to the distribution of industry establishments, more than half of Canada's brewing
facilities are in Ontario and Quebec. Furthermore, younger demographics are increasingly taking to ciders and beers
with more complex and varied flavour profiles. However, small- to medium-sized restaurants that offer an increasing
variety of beverage options and a greater range of food services will likely compete with bars for market share.
Competition is expected to remain fierce and serve to keep operators innovating to cater to constantly evolving
consumer preferences.

Demand for liquor and spirits is also expected to grow over the next five years, largely due to continued
premiumization and a resilient cocktail culture. This trend within the industry pertains to specialty cocktail bars that
provide value-added, handcrafted drinks for consumers seeking more variety outside of beer and wine bars.
Typically, these bars cater to middle-income and upscale crowds, and therefore, tend to offer superior service and
other amenities such as small plates and more coveted ingredients. These bars are expected to perform
exceptionally well over the next five years, particularly due to increasing consumer interest. Additionally, the number
of households earning $100,000 or more is projected to increase an annualized 4.1% over the five years to 2026.
Consumers within this income bracket tend to spend more liberally when dining out. As a result, they are more likely
to spend money at establishments specializing in high-quality cocktails.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
alcohol

consumption
 (Liters)

2021 2,326 610 4,621 4,504 24,130 N/A N/A 464 N/A 99.4
2022 2,528 650 4,717 4,577 25,130 N/A N/A 488 N/A 99.5
2023 2,631 667 4,746 4,594 25,463 N/A N/A 497 N/A 99.6
2024 2,702 678 4,755 4,595 25,605 N/A N/A 502 N/A 99.7
2025 2,716 678 4,734 4,570 25,397 N/A N/A 499 N/A 99.8
2026 2,735 679 4,724 4,557 25,239 N/A N/A 497 N/A 99.9
2027 2,756 681 4,742 4,573 25,148 N/A N/A 497 N/A 100.0
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry has well-established products and services

Industry profit is generally low

The industry has contended with increasing competition

The Bars and Nightclubs industry in Canada is in the mature phase of its life cycle. This is due to a long-term decline
in alcohol consumption and changing consumer preferences toward at-home consumption. The industry is highly
competitive and is experiencing increased competition from other industries, including full-service restaurants and
establishments that sell packaged alcohol, such as supermarkets and convenience stores. Alcohol consumption
patterns are shifting toward drinking out of bottles and cans at home, especially wine and imported beer. Industry
value added (IVA), which measures an industry's contribution to the overall economy, is expected to decrease at an
annualized rate of 3.7% over the 10 years to 2026. Conversely, Canadian GDP is anticipated to increase an
annualized 1.9% during the same period. The industry's smaller contribution to the Canadian economy, the declining
number of establishments and increasing competition suggest that the industry is in decline, however, other
underlying factors point to the industry's maturity. More specifically, the industry's well-established products and
services and a low profit margin attribute to the industry's maturity.

The number of establishments is expected to decline at an annualized rate of 1.1% over the 10 years to 2026 due to
ongoing competition from all forms of hospitality. Stricter liquor licensing regulation has not helped the industry. To
curb binge drinking, most provinces have enacted minimum pricing laws. The industry is generally quick to adapt to
consumer preferences and many operators are shifting focus to higher quality drink and food offerings, as well as to
appeal to families and younger patrons. Future growth is expected to come in the small bar segment of the industry
as the industry becomes more fragmented to serve more niche segments.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Concert & Event Promotion in Canada

Key Selling Industries
1st Tier

Beer, Wine & Spirits Wholesaling in Canada

2nd Tier

Breweries in Canada

Distilleries in Canada

Products & Services

  Despite the COVID-19 (coronavirus) pandemic, demand for the Canadian
Bars and Nightclub industry's products and services is not expected to
change drastically.

The products and services offered by operators are widely accepted by consumers and as economic conditions
improve, operators are expected to endure a gradual increase in revenue.

SALES OF LIQUOR, WINE AND BEER

Most industry revenue is generated from alcoholic beverage sales, which
accounts for an estimated 73.6% of revenue in 2021.

IBISWorld estimates that distilled spirit sales account for 33.7% of revenue, while beer, ale and cider sales account
for 32.6% of revenue in 2021. Additionally, wine sales account for an estimated 7.3% of revenue in 2021. Over the
past 10 years, there has been a general decline in the proportion of alcohol-related revenue derived from beer sales,
though this trend has been offset by increasing consumption of distilled and mixed spirit drinks.

Overall, total drink sales have slightly decreased as a share of industry revenue over the five years to 2021, largely
due to a consumer shift toward drinking more at home than at licensed establishments. This segment is highly
sensitive to economic factors that affect out-of-home consumption of alcohol. Consumers have become more
selective with how they spend their disposable income over the past five years, typically choosing to drink less when
out while increasing spending on foodstuffs, which have become a growing source of revenue for industry operators.
Furthermore, as per capita alcohol consumption has decreased during the period, discretionary leisure activities
such as visiting bars, nightclubs and drinking establishments have been reduced. Consumers have visited industry
establishments less over the past five years, spent less when they did go out and often chose more affordable
establishments. However, the sale of packaged alcohol, tobacco and other merchandise, usually for off-premise
consumption, is expected to account for 2.3% of revenue, remaining a stable share of revenue over the past five
years.

FOOD SALES

Food sales, largely for consumption on the premises, account for an
estimated 16.3% of revenue in 2021, growing as a share of revenue over
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the past five years as bars attempt to offset the revenue lost from
weakening drink sales.

This segment includes prepackaged food, appetizers and full meals. Many bars, especially those that compete
directly with restaurants in terms of ambiance and food quality, make substantially more revenue from food sales
than the industry average. However, there is still a substantial number of bars that offer limited menus. The number
of bars serving food has increased over the past five years because consumers are increasingly time poor and have
increasingly sophisticated tastes. Many bars have geared themselves toward families or other new markets because
of stricter liquor-licensing regulations that curb excessive drinking by young people. For this reason, bars are
offering a larger range of higher quality meal options than traditional bar fare. However, bars experience strong
competition from restaurants with liquor licences for this portion of the consumer dollar.

GAMBLING SERVICES

Many bars have video lottery terminals (VLTs) on the premises that permit
patrons to gamble on the outcome of a video game.

VLTs are similar to slot machines; each VLT is a stand-alone device containing a random number generator that is
connected to a centralized computer system, enabling the lottery jurisdiction to monitor game play and collect
revenue. According to the most recent Canadian Gambling Digest, all provinces except British Columbia and
Ontario permit VLTs in bars. Quebec generates more VLT revenue in bars and clubs than any other province,
almost double of what the second-highest revenue generator, Alberta, makes on VLTs. Overall, revenue generated
from VLTs has declined over the past five years and only accounts for 2.3% of revenue in 2021. Criticism about the
social costs brought on by VLTs has caused many venues to evaluate their worth.

OTHER

Bars and nightclubs have access to many other revenue streams that
boost overall revenue.

Most popular nightclubs or establishments that provide live entertainment charge admission for entry. Some venues
also provide short-term accommodation for tourists or other visitors. Other sales account for 5.5% of revenue in
2021.

Demand
Determinants

Income and expenditure

The Canadian Bars and Nightclubs industry is sensitive to factors that affect growth in household disposable income
due to the discretionary nature of drinking at bars and nightclubs. Household disposable income growth is affected
by changes in labour market growth, tax and interest rates and gas prices. The decline in industry revenue over the
five years to 2021 illustrates the extent to which the industry's performance relies on growing income, high consumer
confidence and a robust economy. Low consumer confidence, anemic growth in disposable income and rising
unemployment lead to tighter household budgets and encourage people to save more and spend less by drinking at
home rather than going out. Furthermore, the currently high level of Canadian consumer debt could potentially
hamper consumers' willingness to spend income at industry establishments.

Health consciousness

Rising health consciousness regarding the adverse effects of excessive alcohol consumption can have a negative
influence on industry demand. As government campaigns and the media raise awareness of the negative
consequences caused by heavy drinking, such as disease, injury, crime and lost productivity, the number of people
attending bars and clubs may decrease. Also, rising health consciousness can influence the food options provided
by bars and clubs. Canadian consumers have become increasingly concerned about fat content, salt content and
fried foods, especially when dining out. Consequently, rising concerns over the nutritional value of meals at bars and
restaurants are likely to influence demand for certain foods on menus, thus encouraging industry establishments to
alter their product mix.

Price regulation

Price can affect demand for alcohol in bars and nightclubs. Most Canadian provinces have minimum pricing on
alcohol, making some or all drinks more expensive. These policies are aimed at reducing risky or excessive alcohol
consumption and often target inexpensive alcohol that frequent heavy drinkers favour. Some policies also provide
price incentives for lower-priced products and disincentives for higher-strength products. In general, higher drink
prices lead to less consumption in bars and nightclubs and more drinking undertaken at home.

The COVID-19 (coronavirus) pandemic has eroded demand for industry services. Bars and nightclubs are places
where the virus can spread easily, with many people crowded in a small area talking loudly. As a result, the
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government closed these establishments in the early portion of the pandemic to limit the spread of coronavirus.
These institutions have begun to reopen, but either at a reduced capacity, such as for takeout food options, or if the
consumer can provide proof of vaccination. As a result, fewer patrons can spend time and money at industry
establishments, severely limiting demand.

Major Markets

  The major markets for the Canadian Bars and Nightclubs industry can be
segmented based on various factors, including income, age, geographic
location and family structure.

  Given the discretionary nature of the industry, major markets can be segmented by consumers' annual expenditure
on food and beverages from restaurants. According to Statistics Canada, the average household spent 28.4% of
their annual alcohol budget at licensed premises or in restaurants in 2019 (latest data available), while the
remainder is spent on alcoholic beverages purchased from stores. This figure has held relatively constant over the
past decade, increasing slightly over the past five years. The distribution of the industry's major markets has not
changed dramatically over time because spending patterns within income brackets are relatively established.

INCOME

Households tend to spend less of their overall income, but more of their
food and alcohol budgets, on food and beverages at licensed premises as
their incomes rise.

An estimated 36.5% of industry revenue is generated from consumers in the highest income quintile in 2021.
Consumers in this income quintile are less price sensitive and are able to absorb the higher cost of purchasing
alcohol at licensed premises rather than drinking at home. The second-, third- and fourth-lowest income quintiles
generate a combined 56.3% of industry revenue in 2021, illustrating how important the middle class consumer is to
the industry's performance. While these consumers do not typically spend exorbitantly on luxury food or beverages,
they contribute to steady demand for midrange bars and nightclubs. Those in the lowest income quintile comprise an
estimated 7.2% of industry revenue in 2021. Consumers in this quintile are more likely to purchase alcohol at liquor
stores or grocery stores rather than industry establishments. Over the five years to 2021, demand from the two
highest income brackets has slightly decreased due to an increase in health consciousness and from these quintiles
comprising mostly of an older demographic that does not party as frequently. Conversely, demand from the three
lowest income brackets has increased slightly during the period as these quintiles comprise mostly of a younger
demographic that prefers to party and use these establishments to meet new people.

AGE

More than half of total revenue earned by industry establishments is
derived from consumers aged 18 to 39.

In 2021, the biggest spenders on alcohol per capita are individuals aged 30 to 39, which generate 27.8% of industry
revenue, followed by individuals aged 30 and younger, which account for 25.1% of industry revenue. Individuals in
the former age demographic tend to have higher incomes than younger generations since they are often in more
advanced stages of their careers, while individuals in the latter demographic tend to frequent bars and nightclubs
more consistently. Individuals aged 40 to 54 and those 55 to 64 represent 17.4% and 17.2% of industry revenue,
respectively, in 2021. Alcohol consumption tends to decline substantially once a person reaches 65 years old, with
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revenue generated by this segment accounting for 12.5% of industry revenue in 2021. Trends among different age
ranges share a similar trajectory as income segmentations, however, individuals aged 65 years or older have
increased as a share of revenue over the five years to 2021, possibly due to this demographic consuming more
premium goods, which constitute a greater markup.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

As a retail industry, the Canadian Bars and Nightclubs industry is not engaged in importing or exporting products,
and thus, international trade is not relevant. The industry consists mostly of small businesses that serve the
domestic market. Although many products sold by the industry are imported from overseas, these are calculated at
the manufacturing level and therefore do not count toward trade.

The industry also derives a portion of its revenue from international visitors to Canada. The amount of revenue
earned from foreign consumers depends on international tourism patterns. Unfortunately for bar and nightclub
operators, inbound international travel to Canada has declined dramatically due to the COVID-19 (coronavirus)
pandemic. Decreased tourism can be mainly attributed to the US and Canadian border closure between March 2020
and August 2021. However, as leisure travel to Canada is encouraged moving forward, operators are expected to
experience an uptick in revenue as establishments begin servicing more customers following pent-up demand. This
trend is expected to continue over the five years to 2026 as the Canadian dollar will likely depreciate, making travel
to Canada less expensive, and as a result, more attractive to foreigners.

Business
Locations

  As a service-based retail industry, establishments in the Canadian Bar and Nightclubs industry are dispersed somewhat in line
with population and income distribution. Ontario and Quebec have the largest share of full-service restaurants by an overwhelming
margin, home to 22.5% and 42.8% of establishments, respectively, in 2021. These provinces are home to Canada's two largest
metropolitan areas, Toronto and Montreal, as well as populous cities such as Ottawa, Quebec and Hamilton. Bars and nightclubs
tend to be more common in large urban areas where household income is higher and people converge due to the large range of
entertainment options.

For similar reasons, the next two most-represented provinces, British Columbia and Alberta, are the third- and fourth-most
populated provinces and also have large cities, including Vancouver, Calgary and Edmonton. In 2021, British Columbia is home to
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12.7% of establishments, while Alberta has 8.7% of establishments.

Operators are anticipated to attempt to situate themselves in high-profile areas with a high rate of foot or automobile traffic. This
indicates that rent costs may be high since bars and nightclubs are paying for the privilege of exposure. The current distribution is
not expected to change significantly over the five years to 2026, as IBISWorld does not forecast any substantial demographic
changes or population shifts during the outlook period.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Bar and Nightclub industry in Canada has a low level of market share concentration because most bars and
nightclubs are small, independent businesses. Furthermore, most enterprises have only one location and serve their
local market. The varying liquor laws between provinces and the value placed by consumers on uniqueness of
location makes it difficult for bar owners to form large chains or franchise operations. Also, there are limited
synergies to be gained from owning more than one venue, mainly due to the labour-intensive nature of the industry.
According to Statistics Canada, more than 80.0% of establishments employ fewer than 20 people and less than
1.0% of establishments have more than 100 employees. Due to the fragmented nature of this industry, the level of
concentration is not expected to change dramatically over the five years to 2026. The level of concentration is
expected to increase slightly as a result of the COVID-19 (coronavirus) pandemic. Those that could not open
outdoor seating or offer takeout options for food have experienced dramatically limited revenue streams, and as a
result, many operators closed amid the pandemic. However, this is not expected to materially affect the industry's
structure.

Key Success
Factors

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

Having a loyal customer base:
It is important to ensure a high level of regular customers who spread good word-of-mouth recommendations to
others.

Must have liquor licence:
Operators are required to have the appropriate licences to operate and must meet the conditions of the licences.

Ability to control stock on hand:
Operators must have control over stock, particularly stock losses, and have sufficient stock in line with expected
demand.

Effective cost controls:
Having effective cost controls and systems in place is essential due to industry enterprises experiencing slim profit
margin.

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

Adaptability of operations to comply with social distancing protocols:
Operators must comply with social distancing protocols to remain open for dine-in services. Those that cannot do so
will be at a significant disadvantage.
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Cost Structure
Benchmarks

  Profit

Industry profit varies among players depending on the size of the
enterprise, with larger operators generally benefiting from factors such
as buying power and economies of scale. IBISWorld estimates that
profit, measured as earnings before interest and taxes, accounts for
3.6% of industry revenue in 2021. The average industry profit margin
has decreased over the past five years as a result of the COVID-19
(coronavirus) pandemic, but was relatively stable prior to the pandemic.
The competitive nature of the industry limits the ability of operators to
access a profit margin much higher than the current level.

 

  Wages

Wages are one of the largest expenses for industry operators,
accounting for an estimated 20.0% of industry revenue in 2021 and
decreasing over the past five years as industry employment falls at a
similar rate. Labour is essential in many aspects of bar and nightclub
operations, including bartenders, wait staff and servers; and back-of-
house operators such as chefs, general management and marketing
staff. Many bar and nightclub jobs have low skill and training
requirement and employees can be hired on a part-time or casual basis
to meet seasonal demand. As a result, many establishments have high
staff turnover. Therefore, there is a constant need for recruitment and
training, which can be costly. Nevertheless, labour and superb
customer service is expected to become increasingly important in order
for operators to effectively stand out among other industry operators.
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  Purchases

Purchases comprise the largest cost for industry operators. IBISWorld
estimates that purchases account for 39.8% of industry revenue in
2021. While alcohol, including beer, wine and liquor, represents the
biggest cost within this category, other expenses are incurred in the
form of food, cleaning equipment and glassware. Food and beverages
are usually purchased from wholesalers, particularly from operators that
can guarantee both prompt delivery and quality foodstuffs. Fluctuations
in the cost of food and liquor significantly affect industry revenue and
profit. In the short term, many of these cost increases cannot be passed
on to the client. Therefore, menus, portion sizes and other inputs into
food service have to be continually monitored. The other major source
of inefficiency is waste, due to fluctuations in demand, oversupply of
meals or excess ingredients that cannot be used and subsequently
spoil. Purchases are expected to increase over the five years to 2026
as operators contend with rising food prices and the addition of value-
added drinking options as a means to retain consumer loyalty amid
rising competition.

 

  Marketing

With industry operators increasingly seeking to minimize costs to
preserve margin, industry marketing costs have remained stable over
the past five years. Marketing is expected to account for 2.9% of
industry revenue in 2021.

 

  Depreciation

Depreciation is a relatively minor cost for bar and club operators. Once
a venue is operational, limited capital expenses are required for
ongoing operations. Typical capital expenditure for a bar or club include
installing a commercial kitchen and lighting and providing tables, chairs,
crockery and cutlery. Depreciation has remained relatively stable over
the past five years, accounting for an estimated 2.7% of industry
revenue in 2021.
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  Rent

To avoid incurring the costs associated with the purchase and
maintenance of a space, many industry operators opt to rent. As a
result, rental costs account for a notably high share of industry revenue,
accounting for an estimated 8.4% in 2021. This has increased slightly
as a share of revenue over the past five years as land, particularly in
cities, becomes more expensive.

 

  Utilities

The cost of utilities is estimated to account for 2.4% of industry revenue
in 2021.

 

  Other Costs

Bar and club operators are exposed to a range of other costs incurred
in the normal course of business. These expenses include legal and
accounting fees, administrative expenses, insurance and repairs and
maintenance. As these are all necessary costs, most are relatively fixed
and therefore decrease or increase with revenue. These costs are
estimated to collectively account for 20.3% of revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  The Bars and Nightclubs industry in Canada is highly competitive, with
competition stemming from both within the industry and from operators in
similar industries.

This high level of competition is in part due to the relatively low barriers to entry associated with opening a bar or
nightclub and steady demand for industry services. There are many small establishments, resulting in a highly
fragmented industry. According to Statistics Canada, more than 80.0% of establishments employ less than 20
people and less than 1.0% of establishments have more than 100 employees.

INTERNAL COMPETITION

Price is an important competitive factor.

Operators that serve food and beverages at the highest value will likely attract and retain patrons, even during times
of anemic economic growth. Price competition has been negated to some degree by stricter liquor-licence
regulations. For example, in Ontario, drinking establishments may not advertise prices in a manner that may
promote immoderate consumption and the term happy hour may not be used in advertisements. However, these
regulations do not apply to the entire country; British Columbia still permits happy hours and has recently
modernized liquor laws to be more in tune with 21st century drinking habits, with the previous Government Liquor
Act having been passed in 1921.

Location is another important competitive factor for a bar or nightclub. Establishments are usually located in areas
where people congregate for entertainment purposes and businesses are prominent. Bars and nightclubs also take
advantage of agglomeration, meaning they usually benefit from being located within proximity to competitors.

Service is one of the most important competitive factors for bars and nightclubs, especially those with a high-end
focus. Upscale bars and nightclubs need to provide world-class service to guests that expect a seamless and
pleasant visit. Front-of-house staff, such as bartenders and wait staff, are trained to be professional, courteous and
accommodating and to portray concern for the well-being of patrons. It has become increasingly common for
operators to chase higher earning patrons by renovating venues and providing higher-quality beverages and menus.
Within the changing alcohol consumption market, bars have moved toward providing cocktails and higher-quality
food in unique environments.

EXTERNAL COMPETITION

The industry also contends with competition from the wider on-and-off
premises alcohol consumption market.

The industry exhibits a high level of external competition including licensed restaurants and cafes, supermarkets,
casinos and retail liquor stores. Many of these establishments compete with bars' off-premises alcohol sales on a
price basis, particularly for high turnover products. The level of external competition from these establishments has
also increased as many have acquired liquor or alcoholic beverage licences. For example, Starbucks Corporation
began to offer beer and wine at locations in Toronto and Ottawa in 2016 and in Vancouver in 2017.

Additionally, as the shelf price of alcohol falls and the prices of drinks at industry establishments remain high,
individuals may opt to consume alcohol at home, posing a threat to industry revenue growth. Competition is also
expected to increase as a result of the COVID-19 (coronavirus) pandemic. Capacity at industry establishments has
been limited and the competition to attract customers amid reduced revenue streams has increased greatly.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Steady
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  Capital investment

Similar to many industries, the main barrier to entry new
operators in the Canadian Bars and Nightclubs industry is
access to capital. Opening a new bar or nightclub can be
an expensive venture. Equipment must be purchased,
buildings must be leased and fitted out and suppliers and
staff paid with reserve capital until the business can
maintain a positive cash flow. Capital requirements can
be alleviated to some degree by renting or leasing
equipment. As a large amount of revenue in this industry
is generated by owner-operators, it may also be possible
to enter through the purchase of an existing business or
recently closed bar or nightclub operation. However,
refurbishing costs may be required with this method.

Liquor licence

Acquiring a liquor licence can be a significant barrier to
entry, especially in jurisdictions that already have a large
number of licensed establishments per capita. Some
jurisdictions mandate the maximum number of licences
that can be issued at any one time. A liquor licence must
be acquired at the provincial level through a liquor board
or commission that oversees the control, distribution and
sale of alcohol in its jurisdiction. Liquor licences also need
to be renewed each year and can be taken away if licence
terms and conditions are not met.

Saturation

Industry concentration is low, with the top four players
accounting for less than 5.0% of industry revenue in 2021.
While this level of competition does not restrict the ability
of new bars or nightclubs to open, the saturation of
establishments in many locations does pose a hurdle to
those establishments that cannot offer a unique value
proposition.

Barriers to success

Overall, the industry's barriers to entry are low.
Meanwhile, barriers to success, such as the ability to stay
profitable and in operation for more than a few initial
years, are significantly higher. According to various
sources, over half of new bars or nightclubs close or
change hands within three years of opening. Even among
those family owned and operated bars and restaurants
that are successful, owner burnout is high since the hours
are often demanding.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  Most operators in the Canadian Bars and Nightclubs industry are small businesses that are Canadian-owned and
earn most of their sales from domestic activity serving local patrons. International trade is nonexistent due to the
service-based characteristics of the industry. The number of international establishments that operate in the industry
is also limited, and therefore, the industry is subject to a low level of globalization. IBISWorld does not expect the
industry's level of globalization to change significantly over the five years to 2026.
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Major Companies
There are no major players in this industry

Other Companies Due to the small and localized scale of bars and nightclubs, there are few major operators in the Canadian Bars and
Nightclubs industry, and financial data on their operations is sparse. IBISWorld expects the average establishment
will earn $503,333 in 2021. Of all industry establishments, 30.6% are estimated to have four employees or fewer.
Many employees work part-time, as operators attempt to keep overall employment costs low amid intense
competition. The initial capital required to establish a bar or tavern also varies considerably depending on location
and size, between $100,000 and $200,000 for a small neighbourhood bar to more than $1.0 million for a large
nightclub or multipurpose venue.

While most operators only have one location, some players, including INK Entertainment, have increased scale and
generate significantly more revenue than other operators. INK Entertainment operates Rebel, a nightclub with a
capacity of 3,700 patrons, among several other establishments nationwide.

Similar to many other small businesses, a large proportion of bars and nightclubs fail financially within the first few
years of operation. According to various sources, more than half of new bars or nightclubs close or change hands
within three years of opening. However, successful new bars can have a positive cash flow within the first year and
proceed to recover their initial investment between three and four years.

The industry varies widely in terms of style and concept. Some operators can be classified as neighbourhood bars,
which usually serve drinks and meals and provide entertainment to many regular customers. Sports bars display
sporting memorabilia and provide live telecasts of important international, national and local sports events while
serving a variety of drinks and meals. Brewpubs that use on-premise microbrewing equipment to brew their own
craft beers have become increasingly popular. Wine bars that primarily serve wine for immediate consumption,
along with limited food service, such as cheese plates, appetizers and desserts, have also become popular. Due to
these trends, the industry has become increasingly fragmented, with operators focusing on niche markets to attract
patrons with specific tastes or interests.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Bars and Nightclubs industry in Canada exhibits a low
to moderate level of capital intensity. In 2021, IBISWorld
estimates that for every $1.00 the industry spends on
wages, $0.13 is required for capital equipment, including
the use and replacement of buildings and fittings. The
industry is highly dependent on labour due to its service-
oriented nature; wages and associated labour costs
account for an estimated 20.0% of revenue in 2021.

Although most staff members are relatively low-skilled, low-
cost workers, no bar or nightclub can function without
quality staff with product knowledge. Employees are
required to prepare and serve a wide variety of drinks,
including mixed drinks, beer, wine and spirits. For
upmarket bars, staff members must possess a broad
knowledge of wine varieties and regions, complex cocktail
ingredients and beer types. As a result, the industry relies
more on labour than fixed capital.

Meanwhile, moderate capital expenditure is required upon
start-up for the average bar. Initial start-up costs typically
depend on the size, style and location of the establishment.
However, most bars are small to medium in size and do not
require extensive, expensive renovations. Once set up,
minimal capital costs are required to maintain and repair.
Operators can significantly reduce their capital investment
by renting or leasing establishments, rather than
purchasing. In this case, an operator's rental expense will
be far greater as a percentage of revenue than
depreciation expense.

Some increases in labour productivity can occur from
investment in technology. In recent years, many operators
have invested heavily in electronic ordering systems that
are linked to kitchens, enabling chefs to more efficiently
process and prepare orders. However, most businesses
are owner-operated small businesses and find limited
benefits from increased capital investment, preferring
instead to concentrate on training their staff to improve



Bars & Nightclubs in Canada October 2021

30 IBISWorld.com

services.

Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Very Low Innovation
Concentration

Very
Unlikely

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

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

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

Very Low Market
Concentration

Very
Unlikely

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

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

The technological factors supporting the disruptive innovation potential are connected to an industry structure that is
accommodative to new entrants. The relative ease of entry into the industry magnifies the threat of disruption regardless of
other factors as one-off occurrences are more likely to succeed. However, the current rate of new entrants is low,
suggesting that there is a limited number of new companies that are potential innovators within the industry.

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

The development of streaming media services, including those offered by
companies including Netflix Inc. and Hulu LLC, serves as a technological
threat to the Bars and Nightclubs industry in Canada.

With more quality and timely content becoming available through relatively inexpensive subscriptions to streaming media
services, consumers have become increasingly willing to forgo a night out instead of spending leisure time at home. This
phenomenon has become especially prevalent during the winter months.

The level of technology change is    Low

  The Bars and Nightclubs industry in Canada is subject to a low level of
technological change.

In general, small business owners do not have a strong incentive to invest heavily in new technology due to the limited
economies of scale available. The industry relies on a high level of personalized service provided by bartenders, waiters,
servers and managers. The degree of personal service provided by a bar is normally crucial to the establishment's
performance and can often be the reason patrons are enticed to return. Moreover, many owner-operators rely heavily on
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their own labour or extended family and friends, usually at relatively low hourly rates. Consequently, the main incentive to
increase the use of technology, which is to reduce a reliance on physical labour, is not as prevalent for this industry,
particularly among smaller-scale operators.

Business efficiency

Technology can be used by bar and nightclub operators to improve internal
business processes such as ordering inputs and all other back-of-house
functions.

Back-of-house operations have become more efficient due to technology. Steam cooking ovens and super ovens that cook
items much faster than conventional ovens are beneficial to diners that are expected to offer fast and efficient service.
These improvements can deliver an advantage against competitors, which is especially important given the fierce level of
industry competition. Computer software is also available to assist bar and nightclub operators to monitor and control labour
costs, inventory control and cash management. Front-of-house booking systems are also used as portals for venues to
manage patrons and enable guests to seamlessly make reservations through their smartphones.

Smartphones

The ubiquitous use of smartphones has had a minimal effect on the industry.

Social networking sites are now mainstream and can be used by bars and nightclubs as a sales and marketing tool. Bar
and nightclubs that have been successful in enabling patrons to market for them through sharing photos of the
establishment on social media channels, such as Instagram or Facebook. The next smartphone trend that is likely to play a
role in the industry is near-field communication, which enables phones and other devices to talk to each other. This
technology enables customers to order additional bottles of wine or make payments directly through their phones without
the use of a bartender or server.

Video lottery terminals

Video lottery terminals (VLTs) are perhaps the most technological equipment
used in Canada's bars.

VLTs are stand-alone devices containing a random number generator that is connected to a centralized computer system
through which the lottery jurisdiction monitors game play and collects revenue. Every province, except for British Columbia
and Ontario, permits VLTs in licensed venues. VLTs generate significant revenue for operators and are usually replaced
every seven years as part of an ongoing comprehensive replacement cycle.

Revenue
Volatility

The level of volatility is    High
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  Revenue volatility for the Canadian Bars and Nightclubs industry is moderate
to high.

Industry performance depends on consumers' disposable income levels, their attitudes toward entertainment and their
feelings about their financial situations. Regulation, such as liquor-licensing laws, also plays a role in the industry's year-to-
year performance, as do attitudes toward alcohol consumption. Revenue also depends on the decisions of consumers to
purchase alcohol for consumption on the premises versus alcohol to be consumed off the premises. Likewise, the choice to
purchase hard alcohol over wine and beer also contributes to revenue growth. All these factors have contributed to
declining industry revenue over the five years to 2021. The combined weak growth in consumer confidence and per capita
alcohol consumption, in particular, has resulted in patrons cutting time spent at bars and nightclubs, which placed
downward pressure on industry revenue. In addition, the industry has endured greater volatility due to the COVID-19
(coronavirus) pandemic. The pandemic has forced many operators to initially shut down and limit capacity as
establishments begin to open up. This massive decline in foot traffic was one of the main causes for revenue declining
27.6% in 2020 alone.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

The Bars and Nightclubs industry in Canada is subject to a medium and
increasing level of regulation.

There are regulations covering a range of areas, foremost liquor licensing, in addition to permits and licences, occupational
health and safety, food safety and standards and labour conditions. Most regulation is enacted and enforced at the
provincial level.

LIQUOR LICENSING

Each of Canada's 13 provinces and territories have 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 and govern the time, place and maximum amount of sale.
There is an obligation to train employees under a Smart Serve program that ensures competency in handling alcohol-
related problems. Many provinces also specify identification requirements to determine the eligibility of patrons.

FOOD SAFETY AND STANDARDS

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

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

LABOUR RELATIONS

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

Each province formulates and regulates its own minimum wage. Currently, New Brunswick has the lowest minimum wage,
at $11.75 per hour, while the highest is that of Nunavut, at $16.00 per hour.

VIDEO LOTTERY TERMINALS

Video lottery terminals (VLTs) are permitted in every province except for
licensed venues in British Columbia and Ontario.

However, regulations between provinces vary. Generally, a venue must be approved by the appropriate gaming
commission and must host their VLTs in a separate room. Operators with VLTs must then conform to all the relevant
operating standards of the gaming commission, including training staff and monitoring patron play.
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In addition, the COVID-19 (coronavirus) pandemic has caused the closure of in-person and outdoor dining in many
provinces. While some in-person business has returned, it has been at a reduced capacity. In this time, industry operators
have transitioned to selling food options as takeout, or in more recent times, opened outdoor areas to enable increased
airflow.

Industry
Assistance

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

The Bars and Nightclubs industry in Canada receives no tariff protection or
other forms of assistance.

In some provinces, restrictions on the number of licences issued per head of population applies, which may give
advantages to existing licence holders.

The industry is supported by several industry associations that lobby on behalf of operators, undertake industry research,
run training and information programs and promote the industry. These include Restaurants Canada, formally the Canadian
Restaurant and Foodservices Association, which provides industry news, research, event sponsorship, networking
opportunities and representation. The Canadian Association of Liquor Jurisdictions (CALJ) also works with its members and
the heads of each of Canada's liquor boards regarding the control, purchase and sale of alcoholic beverages.

Due to the spread of COVID-19 (coronavirus), the Canadian Government instituted a variety of assistance programs that
various industry operators qualified for. For example, the Canada Emergency Wage Subsidy provided weekly assistance
for eligible employers that had been negatively affected by the coronavirus pandemic. Additionally, operators were able to
take advantage of tax deferrals and improved access to credit and loans to remain liquid. The Canada Emergency
Business Account also provided interest-free loans to small businesses. Large operators could apply for bridge financing
through the Large Employer Emergency Financing Facility. Most recently, the Highly Affected Sectors Credit Availability
Program (HASCAP) helps operators secure a low interest loan between $25,000 and $1.0 million to cover operational cash
flow needs. This program is available to businesses that have been hit particularly hard from the pandemic and operators
can apply for this loan until December 31, 2021.
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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)

Per capita
alcohol

consumption
(Liters)

2012 3,317 1,049 5,536 5,436 47,102 N/A N/A 835 N/A 103
2013 3,195 994 5,608 5,502 47,471 N/A N/A 806 N/A 101
2014 3,175 981 5,458 5,349 46,393 N/A N/A 799 N/A 101
2015 3,101 1,003 5,344 5,232 44,937 N/A N/A 782 N/A 102
2016 3,090 991 5,280 5,168 42,887 N/A N/A 777 N/A 102
2017 2,995 965 5,164 5,054 42,373 N/A N/A 749 N/A 101
2018 2,960 940 5,032 4,923 41,216 N/A N/A 741 N/A 99.5
2019 2,835 904 4,690 4,587 39,766 N/A N/A 717 N/A 99.3
2020 2,052 508 4,467 4,382 22,556 N/A N/A 429 N/A 99.3
2021 2,326 610 4,621 4,504 24,130 N/A N/A 464 N/A 99.4
2022 2,528 650 4,717 4,577 25,130 N/A N/A 488 N/A 99.5
2023 2,631 667 4,746 4,594 25,463 N/A N/A 497 N/A 99.6
2024 2,702 678 4,755 4,595 25,605 N/A N/A 502 N/A 99.7
2025 2,716 678 4,734 4,570 25,397 N/A N/A 499 N/A 99.8
2026 2,735 679 4,724 4,557 25,239 N/A N/A 497 N/A 99.9

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
alcohol

consumption
(%)

2012 -1.19 0.78 -5.58 -5.66 -0.55 N/A N/A -0.92 N/A -1.25
2013 -3.68 -5.23 1.30 1.21 0.78 N/A N/A -3.54 N/A -1.94
2014 -0.63 -1.35 -2.68 -2.79 -2.28 N/A N/A -0.86 N/A -0.50
2015 -2.34 2.24 -2.09 -2.19 -3.14 N/A N/A -2.08 N/A 1.09
2016 -0.36 -1.18 -1.20 -1.23 -4.57 N/A N/A -0.59 N/A -0.40
2017 -3.08 -2.65 -2.20 -2.21 -1.20 N/A N/A -3.68 N/A -0.79
2018 -1.15 -2.60 -2.56 -2.60 -2.74 N/A N/A -1.09 N/A -1.29
2019 -4.23 -3.86 -6.80 -6.83 -3.52 N/A N/A -3.23 N/A -0.21
2020 -27.6 -43.8 -4.76 -4.47 -43.3 N/A N/A -40.2 N/A 0.00
2021 13.4 20.1 3.44 2.78 6.97 N/A N/A 8.25 N/A 0.10
2022 8.66 6.52 2.07 1.62 4.14 N/A N/A 5.06 N/A 0.10
2023 4.10 2.70 0.61 0.37 1.32 N/A N/A 1.88 N/A 0.10
2024 2.67 1.55 0.18 0.02 0.55 N/A N/A 0.96 N/A 0.10
2025 0.53 -0.03 -0.45 -0.55 -0.82 N/A N/A -0.54 N/A 0.10
2026 0.68 0.22 -0.22 -0.29 -0.63 N/A N/A -0.37 N/A 0.10

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 31.6 N/A N/A 70.4 25.2 8.51 17,727
2013 31.1 N/A N/A 67.3 25.2 8.46 16,968
2014 30.9 N/A N/A 68.4 25.2 8.50 17,214
2015 32.3 N/A N/A 69.0 25.2 8.41 17,402
2016 32.1 N/A N/A 72.1 25.2 8.12 18,127
2017 32.2 N/A N/A 70.7 25.0 8.21 17,672
2018 31.7 N/A N/A 71.8 25.0 8.19 17,971
2019 31.9 N/A N/A 71.3 25.3 8.48 18,025
2020 24.8 N/A N/A 91.0 20.9 5.05 19,019
2021 26.2 N/A N/A 96.4 20.0 5.22 19,246
2022 25.7 N/A N/A 101 19.3 5.33 19,415
2023 25.4 N/A N/A 103 18.9 5.37 19,522
2024 25.1 N/A N/A 106 18.6 5.38 19,602
2025 24.9 N/A N/A 107 18.4 5.36 19,656
2026 24.8 N/A N/A 108 18.2 5.34 19,708

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Restaurants Canada
http://www.restaurantscanada.org

Bar & Restaurant
http://www.barandrestaurantexpo.com

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

Industry Jargon FREEHOLD
The owner of the establishment owns the property outright and there is no lease.

LEASEHOLD
Property held under a rental agreement by which the owner gives another the right to occupy or use land for a
period of time.

OFF-PREMISE CONSUMPTION
The purchase of alcoholic beverages for consumption at home.

ON-PREMISE CONSUMPTION
The purchase of alcoholic beverages for consumption out of the home.

READY-TO-DRINK
Packaged beverages are those sold in a prepared form, ready for consumption.

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

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

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

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

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

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

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

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

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.
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INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.
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