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Corner
stores must
reinvent
themselves

9% (lOSED IN E

By Ni1coras Van PRAET

MONTREAL « Every day last
year, six convenience stores

closed in Canada on average.
It’s the dark reality of an in-
dustry that now says it has to

reinvent itself and cut its de- |

pendence on sales of gasoline
and cigarettes to grow.
Roughly 9% of Canada’s
23,28 stores shut their doors
nationwide during 2009, the
(anadian Convenience Stores
Association trade group said
yesterday in a report that
outlined the state of the sec-
tor. Three-quarters of those

EXPORTERS MOVE
BEYOND PARITY

were independent operators |

in Quebec and Ontario, the
victims of contraband tobac-
co sellers ripping away their
business over the pastseveral
years. Others couldn't balance
their books in the face of in-
creasing minimum-wage pay
standards, rising credit-card
fees and volatile gas sales.
Today, net profitability of
the country’s convenience
stores is barely holding at
about 1%. The trade group
says a regulatory and sales

strategy shakeup is needed

And it is vowing tostep upits

push on lawmakers across the |

country to allow corner stores
to sell beer and wine, aright
they already enjoy in Quebec
and pockets of Atlantic Can-
ada

“[Profit] is as skinny as
we've ever seen it,” said Kim

Trowbridge, chairman of the '§

CCSA and vice-president of
central and west operations
for Alimentation Couche-Tard
Inc. “But I think our strength
is being chameleon-like as a
retail channel and being able
toadjust... We certainly, with
this recession, are down But
we're not out”

Consumers bought $31.9- ¥

billion worth of goods and gas
at Canadian corner stores last
year,a 3.6% drop over the year

before caused by sharply low- {

er gas prices.
See STORES on Page FP2
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By PavL Vizira

OTTAWA « It may have taken
a surge in the loonie against
the greenback, and a devas-
tating U.S. economic collapse,
but Canadian exporters have
made a decisive turn away
from U.S. markets toward
new trade horizons, figures re-
leased yesterdayshowed.

The figures come as the
Canadian dollar reached par-
ityagainst the US. dollar again
yesterday for the first time
since July 2008, The loonie
has also scared against other
major currencies like the euro,
the British pound and the Jap-
anese yen, but its performance
againstmany emerging-market
currencies has been a lot more
ordinary, keeping its exports to
those countries competitive.

The loonie touched
US$1.0012 yesterday before
slipping to close at US99.88¢,
up 16basis points forthe day

“T'here’s no doubt that Can-
adian companies are looking
maore beyond their traditional
markets and much more be-
yond the United States” said
Jayson Myers, president of the
Canadian Manufacturers and
Exporters. “Canadian com-
panies have learned their les-
son from this recession — that
there'salet ofrisk todaing busi-
ness in the United States, and
there’s just better business op-
portunities around the world”

Statistics Canada’s annual
review of trade flows indicate
that for the first time, coun-
tries other than the United
States accounted for a quarter
of Canada’s exports in 2009.
Canada’s total merchandise
trade (exports and imports
combined) with the United
States fell to 63% last year,
from 711% in 2005

Taken one step further,
Export Development Can-
ada calculated that when in-
tegrated Canada-U.S. trade
components are stripped out
— notably electricity, natural
gas, crude oil and antomobiles
— emerging markets bought
18% of all Canadian exports in
2009, compared with just 8%
10 years earlier.

See TRADE on Page FP3
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Ontario the next California?

By JANET WHITMAN

NEW YORK » Much has been
made of Canada’s superlative
fiscal shape ina world in which
countries are borrowing them-
selves toward bankruptcy.

But as Finance Minister
Dwight Duncan swoops into

New York today to crow about
Ontario’s excellent business
profile, the province has been
earning comparisons to Cali-
fornia’ fiscal mess.

While beleaguered Califor-
nia is paroling prisoners early
and mulling making mari-
juanalegalto close amore than
US$20-billion deficit, Ontario

4

is taking eight years, nee
its $23billion budged
Comparing specific numha-s

between provinces and states
is like apples and oranges, but
Ontario is in rough shape with
arecord load ofdebt.

While most US. states are
legally obliged to operate with
a balanced budget, provinces

have the luxury of being able
to spend years in the red.

That might help provinces
avoid a heightened sense of
anxiety and cuts that can ex-
acerbate a crisis, as highlight-
ed by California’s woes. But
some economists worry that
Ontario isn't being aggressive
enough about paying down its
debt and balancing its budget,
especially with the prospect of
interest rates rising and the
likelihood of a sluggish recov-
ery in the United States, On-
tarios biggest trading partner.

See ONTARIO on Page FP6
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"In order to ween themselves off tobacco, they really do have to have other compelling offers" such as
fresh foods, said David Bishop, managing partner of Balvor LLC, a Chicago-based sales-and-marketing
consultancy. He said he believes more convenience stores will move quickly toward becoming
destinations for food and drink service on the go, which have higher margins than packaged goods.

To take one example, some of the best-performing U.S. retail operators generate 10% of sales from
coffee and other hot beverages, Mr. Bishop said. That's more than double the typical contribution from
those drinks. "There's a lot of headroom or opportunity for retailers to improve their business."

Canadian convenience-store operators say one of the key opportunities is selling beer and wine.
Currently, only corner stores in Quebec and parts of Newfoundland and Labrador are allowed to sell
booze. The liguor combined contributes 16.1% to sales and 8.5% to gross margin, says a survey of
operators last year.

"All convenience stores in Canada should have access to these products,” the CSSA report says, adding
liquor stores are diversifying their merchandise and competing more with convenience stores.

Corner stores in P.E.l. are now applying for licences to sell alcohol. Operators in other provinces may
also renew their efforts to get the same approval.

© 2010 The National Post Company. All rights reserved. Unauthorized distribution, transmission or republication strictly prohibited.
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Government urged to do more
to help struggling dépanneurs

| Study cites contraband tobacco, credit card fees

Despite an increase in most sales
categories last year, contraband to-
bacco and excessive credit card
transaction fees are having a major
negative impact on convenience
store owners, a hew study has found.
~ The report found 10 per cent of
convenience stores — 2,300 in total -
" closed their doors last year, two-
thirds of them in Quebec and On-
" tario, the provinces most affected by
" contraband tobacco. This was de-
_spite the fact, apart from the gaso-
> line category, sales had increased 0.6
* per cent compared with the year-ear-
lier period.

The report was prepared by the
"HEC Montreal on behalf of the
" Canadian Convenience Stores Asso-

ciation.

“Whether it’s endemic contraband
tobacco or excessive credit card fees,
we see poor government interven-

:tion,” said CCSA senior vice-presi-
dent Michel Gadbois in a press re-
lease.

“Either they are not enforcing
their own laws or worse they are ig-

noring situations that make no
sense. If we want to retain the local
family business model, an essential
community service and key contrib-
utor to community life, government
must do more - and better — to safe-
guard the business environment for
convenience stores.”

The study found 10.3 million Cana-
dians visit a convenience store every
day. Last year, convenience stores
contributed $31.9 billion in sales,
$2 billion in salaries and 165,000 jobs
to the economy.

The CCSA called on its members
to make sure that the voices of con-
venience-store owners are heard
across Canada.

“In each federal riding there are
on average 70 convenience stores,”
Gadbois said. “So we constitute a

considerable political force. If we [

mobilize, the federal and provincial
governments will have no choice but
to listen to us and act to protect the
unique institution that is the conve-
nience store.”

ALISON MacGREGOR






