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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 is expected to decrease in the Canadian Toy, Doll and Game Manufacturing industry, partially due to the
adverse economic effects from the COVID-19 (coronavirus) pandemic. For more detail, please see the Current
Performance chapter.

· The average industry profit margin is expected to decrease slightly, partially due to the pandemic affecting
operating costs and supply chains. For more detail, please see the Cost Structure Benchmarks chapter.

· Demand from the industry's major markets is expected to fluctuate more than usual due to the coronavirus
pandemic. For more detail, please see the Major Markets chapter.
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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 This industry manufactures dolls, doll accessories, action figures, toys, games, hobby kits and children's vehicles,

except metal bicycles and tricycles.

Major Players Mattel Canada Inc.

Main Activities The primary activities of this industry are:

Manufacturing action figures

Manufacturing dolls, doll parts and doll clothing

Manufacturing stuffed toys

Manufacturing children's automobiles

Manufacturing crafts and hobby kits

Manufacturing children's and adult games

Manufacturing toy and hobby models

Manufacturing video game machines

The major products and services in this industry are:

Electronic toys

Nonelectronic games and puzzles

Dolls and action figures

Models, craft kits and supplies

Baby carriages and children's vehicles
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Supply Chain

SIMILAR INDUSTRIES

Plastic Pipe & Parts
Manufacturing in Canada

Audio & Video Equipment
Manufacturing in Canada

Motorcycle, Bike & Parts
Manufacturing in Canada

Athletic & Sporting Goods
Manufacturing in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Toy, Doll & Game Manufacturing
in the US

Toy and Sporting Goods
Manufacturing in Australia

Toy Manufacturing in China Game & Toy Manufacturing in the
UK
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Industry at a Glance
Key Statistics

$273.1m
Revenue

Annual Growth

2016–2021

-10.5%

Annual Growth

2021–2026

0.6%

Annual Growth

2016–2026

 

$10.4m
Profit

Annual Growth

2016–2021

-14.6%

  Annual Growth

2016–2021

 

3.8%
Profit Margin

Annual Growth

2016–2021

-1.0pp

  Annual Growth

2016–2021

 

309
Businesses

Annual Growth

2016–2021

0.9%

Annual Growth

2021–2026

0.8%

Annual Growth

2016–2026

 

1,610
Employment

Annual Growth

2016–2021

-6.9%

Annual Growth

2021–2026

0.2%

Annual Growth

2016–2026

 

$94.1m
Wages

Annual Growth

2016–2021

-4.8%

Annual Growth

2021–2026

0.3%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

-2.0%
Demand from hobby and toy
stores

-1.4%
Demand from department stores

1.3%
Consumer spending

1.5%
Canadian effective exchange rate
index

0.3%
Leisure time

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

MIXED IMPACT

  Technology Change
Medium   Barriers to Entry

Medium / Steady

NEGATIVE IMPACT

  Life Cycle
Decline   Revenue Volatility

High

  Industry Assistance
Low / Steady   Regulation & Policy

Heavy / Steady

  Industry Globalization
High / Steady   Competition

High / Steady

 

Key Trends

 The bankruptcy of one of the industry's major downstream
clients severely hampered industry growth

 Industry exports have declined partially due to an
appreciating dollar

 Many industry operators have ultimately found it to be more
profitable to relocate their production overseas

 Industry participation is anticipated to continue to grow

 Exports are expected to be adversely influenced by the
projected depreciation of the Canadian dollar

 The anticipated absence of drastic shocks are expected to
return the industry to steady growth

 Given the significant offshoring and price competition from
imports, industry revenue will likely suffer
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Decline Life Cycle Stage

  High Volatility

  High Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Demand from hobby and toy stores
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Executive Summary Round two: Industry exports will likely decline as domestically
manufactured toys become less expensive

Products made by the Canadian Toy, Doll and Game Manufacturing industry are discretionary items, and therefore,
demand for these products depends on the prevailing economic conditions and economic outlook. These factors
have considerable influence on consumer confidence, affecting consumer spending and downstream demand. With
manufacturers producing overlapping goods, price competition in this industry is high and domestic operators have
been forced to reduce prices to compete with inexpensive imports, sourced from low-cost economies such as China.
As a result of intense price-based competitive pressures, some industry operators have been forced to exit the
industry over the five years to 2021. In addition, many companies in this industry have completely disbanded their
Canadian manufacturing operations and shifted production facilities to East Asia.

Given the significant offshoring and price competition from imports, which are expected to account for 97.3% of
domestic demand in 2021, industry revenue will likely suffer. As a result of the recent appreciation of the Canadian
dollar, exports are expected to decrease over the past five years. In addition to high import competition, the
appreciation of the Canadian dollar has hampered exports, profit and industry revenue. Overall, industry revenue is
projected to decline an annualized 10.5% to $273.1 million over the five years to 2021, including a decline of 0.8% in
2021 alone. The decrease in 2021 can be partially attributed to the COVID-19 (coronavirus) pandemic, which has
caused many economic drivers to decrease. Such drivers include decreasing per capita disposable income and
leisure time.

Over the five years to 2026, IBISWorld projects the industry to rebound and grow marginally. Despite the reshoring
movement gaining momentum and manufacturing industries aiming to return to the United States, Canada is not
expected to benefit to the same extent from this transition. High labour and utility costs coupled with a volatile
Canadian dollar will likely hinder Canada's ability to attract manufacturers. Furthermore, despite the anticipated
depreciation of the Canadian dollar over the next five years, exports are still projected to decline during the outlook
period as domestically manufactured toys become comparatively less expensive to foreigners. Consequently,
industry revenue is forecast to sluggishly grow, increasing an annualized 0.6% to $281.0 million over the five years
to 2026.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index compares the value of the Canadian dollar relative to other
currencies used by Canada's main trading partners. When the index increases, it signifies an appreciation of the
dollar and makes imports less expensive for Canadian consumers, while making Canadian exports less attractive for
foreign consumers. The CEER is expected to increase in 2021, posing a potential threat to the industry.

 

Demand from hobby and toy stores

Regarded as specialists in the toy retail market, hobby and toy stores are key buyers of industry products. Hobby
and toy stores purchase an extensive range of goods from industry manufacturers. Therefore, an increase in
demand for toy, doll and game products from hobby and toy stores translates into increased demand and revenue
for manufacturers. Demand from hobby and toy stores is expected to increase in 2021, representing a potential
opportunity for the industry.

 

Consumer spending

Consumer spending is one of the main factors that generates demand for this industry. Since industry products are
discretionary items, purchases of such items rise when consumer spending increases. Consumer spending is
expected to increase in 2021.

 

Demand from department stores

Department stores are a major source of downstream demand for this industry's products. Consequently, a decline
in demand from department stores or a preference for imported substitutes can adversely influence industry
revenue. Demand from department stores is expected to increase in 2021.

 

Leisure time

The availability of leisure time can significantly influence demand for industry products, especially for replacement
items. This is because when people have less leisure time, they spend a smaller number of cumulative hours
playing with a toy or video game. Consequently, the toy or game is less likely to become mundane, causing
consumers to postpone purchases of new industry items. Leisure time is expected to decrease in 2021.
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Current
Performance

The Toy, Doll and Game Manufacturing industry in Canada has
encountered volatile operating conditions over the five years to 2021 due
to high import penetration.

To stay competitive, Canadian operators have reduced prices of products to compete with inexpensive imports from
countries with low labour costs. In this labour-intensive industry, imports have an advantage because foreign
manufactures can pass low production cost savings onto the consumer in the form of low retail prices. In addition,
an appreciating Canadian dollar further enabled imports to saturate the industry as domestic consumers find it more
affordable to purchase foreign goods. As a result, IBISWorld projects industry revenue to decline at an annualized
rate of 10.5% to $273.1 million over the five years to 2021.

In 2021, revenue is expected to slightly decrease due to declining per capita disposable income. In addition, as
economic conditions begin to improve after the COVID-19 (coronavirus) pandemic, people will not likely demand as
many toys and games since consumers will be slowly returning to their regular routines. Therefore, industry revenue
is expected to fall 0.8% in 2021 alone, with the spread of coronavirus also disrupting the industry's typical operating
dynamics. Additionally, imports satisfy 97.3% of domestic demand in 2021, the majority of which coming from China.

DOWNSTREAM DEMAND

Consumption of discretionary products depends on the level of consumer
confidence in the economy and the economic outlook.

When consumers feel optimistic and secure, they are more willing to spend money because they feel confident
about their current and future income stream. This increases consumer spending and consequently boosts demand
for the industry's products from downstream markets, including department and toy and hobby stores. Conversely,
during periods of low consumer confidence, consumers become uncertain about their economic outlook and tend to
consume less and save more in anticipation of lower or uncertain future income. This results in a decrease in
downstream demand for the industry's products and hurts industry revenue.

Consumer confidence decreased in 2019 and even fell even further in 2020, which caused consumer spending to
grow at a slower rate during the period. This has manifested in demand from department stores declining at an
annualized rate of 5.8% over the five years to 2021, while demand from hobby and toy stores is also expected to
decrease an annualized 2.0% during the same period. The bankruptcy of one of the industry's major downstream
clients, Toys “R” Us, severely hampered industry growth over the past five years. Industry revenue is expected to
contract after declining almost every year during the period. Overall, revenue has remained volatile, highlighted by a
decline of 37.4% in 2017 and an increase of 2.0% in 2020. This growth in 2020 can be mainly attributed to the stay-
at-home orders during the peak of the pandemic, which caused many people to purchase toys and games to
entertain one another during such an unusual time.
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THE STATE OF EXPORTS

Industry exports have exhibited a decline during most of the period,
partially due to an appreciating Canadian dollar, which causes foreign
goods to be less expensive in Canada and domestic goods to be less
favourable abroad.

While imports became more favourable, export's share of revenue will likely decline due to import competition. Much
of the imports are inexpensive and are from countries with low labour costs. For example, China and Mexico are the
top importers of industry goods. As a result of rising imports and an appreciating dollar, the value of industry exports
will likely decrease at an annualized rate of 11.7% to $145.7 million over the five years to 2021.

Exports have also decreased as a share of revenue, falling from 57.0% in 2016 to an expected 53.4% in 2021. The
largest destination for industry exports is the United States, which is expected to account for 62.2% of exports in
2021. Overall, the Canadian effective exchange rate (CEER) index, which measures the value of Canada's currency
relative to that of its main trading partners, is expected to increase at an annualized rate of 1.5% over the five years
to 2021.

IMPORT PENETRATION

The value of industry imports is expected to increase at an annualized
rate of 7.6% to $4.5 billion over the five years to 2021, and IBISWorld
estimates that imports will satisfy 97.3% of domestic demand in 2021.

Such a high level of import penetration puts significant pressure on industry operators, as toy products
manufactured in developing countries that use low-cost labour can be sold domestically at highly competitive price
points. Canada's minimum wage is substantially higher than developing economies, such as China and East Asia,
putting industry operators at a significant disadvantage. Additionally, Canada has a higher cost associated with
energy and rentals, and as a result, toys produced in Canada tend to be more expensive relative to imports. These
operating conditions make it difficult for industry operators to compete with imports while remaining profitable.
Consequently, industry profit, measured as earnings before interest and taxes, is expected to decrease from 4.8% of
revenue in 2016 to 3.8% in 2021.

Many industry operators have ultimately found it to be more profitable to relocate their production overseas. This
offshoring movement and the subsequent price competition from imports have placed significant pressure on
domestic producers, causing industry participation to decline. The acquisition of Mega Brands Inc. (Mega Brands) by
Mattel Inc. (Mattel), along with the insulation provided by a rising per capita disposable income, has led to an uptick
in the number of industry enterprises, which is projected to increase at an annualized rate of 0.9% to 309 companies
over the five years to 2021. While profitable industry operators, such as Mega Brands, have expanded their
operations and hired additional employees, such employment gains have been overshadowed by the departure of
unprofitable industry operators and initiatives to lower labour costs. As a result, industry employment is expected to
decline at an annualized rate of 6.9% to 1,610 workers over the five years to 2021.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Canadian-
dollar

effective
exchange rate

(Index)
2012 317 131 295 289 1,873 207 2,515 91.5 2,625 131
2013 364 127 295 289 1,841 263 2,441 92.5 2,542 127
2014 371 130 298 292 1,810 165 2,800 93.4 3,006 119
2015 443 131 288 283 1,780 254 3,181 95.3 3,369 110
2016 475 151 301 295 2,301 271 3,150 121 3,355 108
2017 298 145 315 309 2,176 182 3,230 117 3,346 110
2018 271 91.6 341 332 1,618 124 3,347 88.8 3,494 109
2019 270 80.6 335 324 1,367 127 2,982 60.5 3,125 109
2020 275 106 318 308 1,618 114 3,089 94.5 3,250 108
2021 273 109 319 309 1,610 146 4,546 94.1 4,674 117
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Industry Outlook
Outlook Over the five years to 2026, the domestic market for the Canadian Toy,

Doll and Game Manufacturing industry will likely continue to remain weak.

Canada's population is aging rapidly, which is expected to increasingly erode the traditional market segments
targeted by toy retailers. Additionally, the phenomenon known as age compression, in which children lose interest in
traditional toys and games at a progressively younger age in favour of more complex entertainment products, such
as consumer electronics, is anticipated to shift consumer preferences. As more children are increasingly exposed to
and become adept at using tablets and smartphones to entertain themselves, demand for industry products is
anticipated to decline. However, industry revenue is forecast to sluggishly grow, increasing at an annualized rate of
0.6% to $281.0 million over the five years to 2026. This growth has been mainly encouraged by expected growth in
per capita disposable income and consumer confidence.

INDUSTRY LANDSCAPE

Mattel Canada Inc.

(Mattel Canada) is expected to dominate the domestic manufacturing industry. After parent company Mattel Inc.
(Mattel) bought Mega Brands Inc. (Mega Brands), it has become the industry's largest and only major player,
accounting for an estimated 18.4% of total industry revenue in 2021. As Mattel Canada continues to invest heavily in
the efficiency of its manufacturing operations, other much smaller industry operators will likely find it increasingly
difficult to compete while maintaining profitability. However, industry participation is anticipated to continue to grow,
with the number of industry enterprises increasing at an annualized rate of 0.8% to 321 companies over the five
years to 2026. Consequently, with increased industry participation, employment is also expected to increase, rising
at an annualized rate of 0.2% to 1,630 workers during the same period. The strain on profit and revenue is expected
to keep employment growth to a minimum moving forward.

CYCLICAL TRADE CONDITIONS

During the outlook period, the Canadian effective exchange rate (CEER)
index is expected to remain much more stable than over the five years to
2021, as it is projected to fall an annualized 0.7% over the five years to
2026.

A depreciating Canadian dollar would likely increase the competitive price of toys manufactured abroad by making
imports increasingly less affordable to domestic consumers. However, negative cyclical trade conditions are
expected to take hold during the period, resulting in lower overall trade activity. These cyclical tendencies are
expected to outweigh any potential further depreciation of the Canadian dollar. Therefore, the value of industry
imports is forecast to decrease at an annualized rate of 1.5% to $4.2 billion over the next five years. This decline in
imports is expected to aid the industry's profit margin. Profit, measured as earnings before interest and taxes, is
expected to stagnate at 3.8% of revenue in 2026. In addition to being negatively influenced by the same cyclical
trade conditions, exports are expected to be adversely influenced by the projected depreciation of the Canadian
dollar, as domestically produced industry products would become less expensive and likely more appealing to
foreigners. Consequently, IBISWorld forecasts that the value of industry exports will fall an annualized 4.7% to
$114.8 million over the five years to 2026.



Toy, Doll & Game Manufacturing in Canada September 2021

15 IBISWorld.com

UNCERTAIN BUILDING BLOCKS

Despite worsening international trade conditions, moderating key external
drivers and the anticipated absence of drastic shocks are expected to
return the industry to a steady growth over the next five years, since the
absence of such drastic shocks will likely prevent the industry from
undergoing a drastic contraction.

Furthermore, moderate broad economic expansion is expected to result in stable growth of consumer spending on
discretionary goods, such as toys.

The Trans-Pacific Partnership (TPP) is an example of a shock that can significantly inhibit industry growth. The trade
agreement would enable countries that can produce the same products at a lower cost to import to Canada with
nearly no duties and would place industry operators at a further disadvantage. Since the United States rejected the
TPP in 2017, it is expected that the United States will remain the largest destination for industry exports. Mexico,
which is the industry's second-largest export destination, accounting for 5.2% of exports in 2021, is still committed to
the TPP. The adoption of the TPP would likely hamper Canadian exports, further damaging the industry.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Canadian-
dollar

effective
exchange rate

 (Index)
2021 273 109 319 309 1,610 146 4,546 94.1 4,674 117
2022 278 111 323 313 1,630 113 5,405 95.3 5,570 116
2023 279 111 327 317 1,640 113 4,980 95.9 5,146 115
2024 280 111 330 320 1,632 114 4,696 95.6 4,862 114
2025 280 111 332 322 1,626 114 4,440 95.3 4,606 113
2026 281 111 332 321 1,630 115 4,210 95.5 4,376 112
2027 282 112 332 321 1,641 115 4,001 96.1 4,167 112
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

IVA is expected to decline while the overall economy grows

Industry revenue is projected to decline over the 10 years to 2026

This industry has to cope with shrinking market segments

The Toy, Doll and Game Manufacturing industry in Canada is in the declining phase of its life cycle. Industry value
added (IVA), which measures an industry's contribution to the overall economy, is projected to decline at an
annualized rate of 3.0% over the 10 years 2026. In comparison, Canadian GDP is projected to grow an annualized
1.9% during the same period. Industry employment is also expected to continue to decline as the industry
consolidates and operators cut labour costs in response to a high level of import penetration.

During the period, the industry has continued to be adversely influenced by unfavourable consumer preferences
driven by demographic and psychographic trends, both of which are shrinking the industry's domestic market.
Firstly, the portion of the Canadian population under 14 years old, which includes tweens, has fallen from over the
five years to 2021. Canada's aging population has reduced the number of core consumers in the domestic market
during the current period, with this trend expected to continue over the five years to 2026. Second, children are
outgrowing toys more quickly and are turning to electronic substitutes, such as tablets, computers and mobile
phones. This phenomenon, commonly referred to as age compression, is another strong indication that the industry
is experiencing an increasingly shrinking market, which is expected to contribute to its decline in the long run.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumer Electronics Stores in Canada

Toy & Craft Supplies Wholesaling in Canada

2nd Tier

Department Stores in Canada

Gift Shops & Card Stores in Canada

Hobby & Toy Stores in Canada

Key Selling Industries
1st Tier

Cardboard Box & Container Manufacturing in Canada

Plastic Pipe & Parts Manufacturing in Canada

Other Plastic Product Manufacturing in Canada

Metal Wholesaling in Canada

Electrical Equipment Wholesaling in Canada

Industrial Machinery & Equipment Wholesaling in
Canada

2nd Tier

Rubber Product Manufacturing in Canada

Metal Pipe & Tube Manufacturing in Canada

Plastic & Resin Manufacturing in Canada

Products & Services

  The distribution of products in the Canadian Toy, Doll and Game
Manufacturing industry in Canada closely matches that of the United
States.

However, there are some intuitive differences in the revenue generated by various product categories because of
the difference in the cost structures manufacturers encounter in the two countries. For example, Canadian industry
operators tend to produce less labour-intensive products and less energy-intensive products because of the high
cost of labour and utilities in Canada, as compared with the United States. In addition, due to the COVID-19
(coronavirus) pandemic in 2020, demand for the industry's products is expected to fluctuate slightly.

NONELECTRONIC GAMES AND PUZZLES

Nonelectronic toys include board games, puzzles, card games and
building sets.

This segment is expected to account for 18.4% of industry revenue in 2021. To produce the products that fall within
this segment, manufacturers require significant labour. Labour costs in Canada are much higher as compared with
the United States and elsewhere, threatening profit. However, Mega Brands Inc. (Mega Brands), owned by Mattel
Canada Inc. (Mattel Canada), manufactures building blocks in Canada. To compete with low-priced imports, the
company invested heavily in upgrading and expanding its facilities in Montreal over the five years to 2021. Mega
Brands also received tremendous support from the federal government and the Government of Quebec, which
provided it with multiple interest-free loans to finance this expansion. In 2021, Mattel Canada is anticipated to
generate 18.4% of industry revenue and is responsible for this product segment's substantial share of revenue.
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During the current period, this product segment has also been threatened by a phenomenon known as age
compression, in which children lose interest in traditional toys and games at a progressively younger age in favour of
more complex entertainment products, such as consumer electronics. However, this segment has exhibited strong
growth over the five years to 2021. As electronic toy manufacturers continue to exit the industry, the decline of the
electronic toys product segment has caused the board games, puzzles and other nonelectronic toys segment to
grow as a share of revenue. Additionally, despite the threat posed by age compression, these products still benefit
from favourable consumer preferences. Since these products have been available and used for decades, they
benefit from a high degree of consumer recognition. Furthermore, these products are perceived to play an important
role in children's development, helping them to attain critical thinking and problem-solving skills.

ELECTRONIC TOYS

Electronic toys, which includes handheld games, electronic pets, radio-
controlled toy cars and internet plug-and-play games, are anticipated to
account for 27.1% of industry revenue in 2021.

Although demand for electronic toys continues to grow rapidly, this segment's share of industry revenue has
declined during the period. The age compression phenomenon continues to drive children's demand for more
sophisticated toys, such as video game consoles, interactive handheld devices and other electronic games.
Unfortunately, the high price tags on many of these toys remain an obstacle for many cash-strapped parents. In
addition, the adverse economic effects from the coronavirus pandemic further decreased this segment's share of
industry revenue over the five years to 2021.

Additionally, this segment's share of revenue has also decreased because of rapid offshoring. Offshoring increases
the portion of electronic games that are manufactured in developing countries. Ultimately, companies can leverage
low wages to keep electronic toy prices down, while also increasing the industry's external competition.

MODELS, CRAFT KITS AND SUPPLIES

Models, craft kits and supplies are expected to account for 9.4% of
revenue in 2021.

This is the fourth-largest product segment within this industry and includes children's art and painting supplies,
colouring books, science kits and model cars, airplanes and rockets. These products have traditionally held a loyal
market, which translated into stable demand. Since Canada is home to an aging population, the traditional nature of
these toys attracts older generations, which often give them as presents to their children and grandchildren. They
also cost less as compared with electronic toys and therefore enticed consumers during the recessionary years,
when they were uncertain about their future income. IBISWorld expects this segment's share of revenue to increase
over the five years to 2026, as economic conditions improve and consumers start purchasing relatively more
expensive items within this product category, which include expensive collectables, such as miniature model cars.

BABY CARRIAGES AND CHILDREN'S VEHICLES

Baby carriages and children's vehicles are expected to account for 6.9%
of industry revenue in 2021.

Over the past five years, this segment's share of revenue has declined due to slow population growth and rising
import penetration. This segment includes cribs, strollers and other baby carriages. It also includes children's
vehicles such as large plastic cars and truck replicas in which children can sit.

DOLLS AND ACTION FIGURES

Dolls and action figures are expected to account for 38.2% of industry
revenue in 2021.

This is the largest product segment as they have always experienced great popularity with consumers because dolls
and action figures are generally manufactured as a result of licensing deals. This product segment also benefits
whenever a new movie regarding a particular action figure comes out. In recent years, manufacturers have had
great success with launching extensions to items in this product segment. For example, Mattel Canada recently
introduced construction kits for Barbie, a product extension, which was very well received by consumers. IBISWorld
expects that demand for this product segment will remain stable over the five years to 2026.

Demand
Determinants

Demand for the Canadian Toy, Doll and Game Manufacturing industry's



Toy, Doll & Game Manufacturing in Canada September 2021

19 IBISWorld.com

products is determined by a variety of factors.

The most important influences include consumer confidence and per capita disposable income. An increase in per
capita disposable income boosts a consumer's buying power and enables them to make more discretionary
purchases. Since the products manufactured by this industry are discretionary items their sales positively correlate
with higher per capita income growth.

Another factor that determines demand for industry products is consumer preference. Consumers' tastes in fashion
and technology change quickly. These fluctuations also influence demand for industry products since certain toys
fall in and out of favour with consumers very quickly. Others become technologically obsolete and so demand for
them often wanes. If manufacturers or retailers have large inventories of such products, they must sell them at highly
discounted prices and absorb losses, highlighting the importance of inventory management in this industry.

Demand for products also significantly depends on seasonal variation. A significant proportion of sales occur in the
fourth quarter, which strongly coincides with Christmas and New Year's. The holiday season is also when demand
from gift stores and hobby and toy stores surges upward because a large proportion of the industry's products are
given as gifts to children by their parents and relatives. There is also observable seasonal variation in other products
produced by the industry. For example, sales of travel games peak in the months leading up to the summer and fall
while outdoor games and toys sell the most in the spring and indoor games sell all through the winter months.

The industry also depends on overall macroeconomic conditions as consumers must feel comfortable spending
money on discretionary items. As a result, if consumer confidence and per capita disposable income decreases,
then people may be more reluctant to buy toys and use their money on necessary purchases. However, despite the
adverse economic effects of the COVID-19 (coronavirus) pandemic, demand for the industry's products increased in
2020. As people were mandated to stay at home, many purchased different games to keep everyone entertained
while the globe was effectively shut down. Although this trend is not expected to last, shifts in macroeconomic
conditions can weigh on demand for the industry's products.

Major Markets

  Despite the COVID-19 (coronavirus) pandemic, demand from the Canadian
Toy, Doll and Game Manufacturing industry's major markets is not
expected to change much.

  Although the pandemic has caused many supply chain issues for almost every industry, retail operators with stock
on hand were able to capitalize on the increased demand for board games and other fun family games.

EXPORTS

Exports constitute the largest market segment for the industry,
accounting for an estimated 53.4% of industry revenue in 2021.

Exports as a share of revenue have decreased during the period, down from 57.0% in 2016. Over the five years to
2021, the Canadian effective exchange rate (CEER) index, which measures the value of the Canadian dollar
compared with the currencies of Canada's primary trading partners, is anticipated to increase at an annualized rate
of 1.5% over the five years to 2021. The appreciation of the Canadian dollar makes industry products less affordable
to international markets, leading to decreased sales abroad. In addition, due to the import-heavy nature of the
industry, industry revenue has experienced a steep decline, therefore leading to a further decline in exports.
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RETAILERS AND WHOLESALERS

Domestic retailers, which include mass merchandisers such as Walmart
Inc. and specialty toy stores, form the second-largest portion of the
market, accounting for an estimated 42.7% of industry revenue.

This market's share of industry revenue has grown over the past five years, as manufacturers and retailers,
together, have sought to eliminate the role of wholesalers to preserve the industry's profit margin. By purchasing
directly from manufacturers, retailers have been able to exercise better inventory controls and have been able to
sustain their profit. As a result of this increasing wholesaler bypass, wholesalers are expected to make up 3.9% of
industry revenue in 2021. Additionally, manufacturers have benefited from the direct feedback they receive from
retailers about sales of specific products and consumers' reaction to any new items launched. In addition, retailers'
share of revenue increased due to the rise in demand for board games and other fun family activities sold in stores.
This increased demand can be partially attributed to the coronavirus pandemic, as families were stuck at home with
nothing to do except spending time with one another and playing board games. Although this trend is not expected
to persist, operators endured a small rise in revenue in 2020.
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International Trade Exports in this industry are    High and Decreasing

Imports in this industry are    High and Increasing

Imports

In the Canadian Toy, Doll and Game Manufacturing industry, the value of imports is expected to increase an
annualized 7.6% to $4.5 billion over the five years to 2021, satisfying an anticipated 97.3% of domestic demand in
2021. China is the largest importer of industry goods, accounting for 67.7% of imports in 2021, followed by the
United States at 8.2%, Mexico at 9.5% and Vietnam at 5.0%. This rise in imports can be partially attributed to the
Canadian effective exchange rate (CEER) index increasing during the period since this has made foreign products
less expensive for domestic consumers.

China's share of imports has increased an annualized 7.5% over the five years to 2021, which have been aided by a
recent depreciation of the yuan compared with the Canadian dollar. Imports have a significant advantage in terms of
their cost structure as compared with domestically manufactured items. Although labour and freight costs in China
have been increasing, they are still significantly below those in Canada. As a result, even with the freight overhead,
products manufactured in China are significantly less expensive as compared with those manufactured in Canada.

Exports

Subsequently, industry exports have decreased due to the CEER increasing over the five years to 2021. The
appreciation of the Canadian dollar has made industry exports less attractive to foreign consumers by decreasing
their affordability on international markets. In addition, due to the declining nature of the industry, overall exports are
also expected to decline. The main export destinations for industry products include the United States, Mexico,
United Kingdom and France. Together, these four countries account for 77.1% of export revenue in 2021, with the
United States accounting for 62.2%, Mexico accounting for 5.1%, United Kingdom accounting for 6.1% and France
accounting for 3.6%. As is the case with most industries in Canada, the United States is its largest trading partner
because of its proximity and the United States-Mexico-Canada Agreement (USMCA), which removed nearly all
duties on goods traded between the two countries. Overall, the value of industry exports is anticipated to decline an
annualized 11.7% to $145.7 million over the five years to 2021.



Toy, Doll & Game Manufacturing in Canada September 2021

22 IBISWorld.com

Business
Locations

  Ontario

Ontario accounts for the largest share of establishments in the Canadian Toy, Doll and Game Manufacturing industry, at 40.0% in
2021. Ontario has the advantage of being close to the United States, which is Canada's main export destination. Due to the harsh
weather conditions in Canada, it is not always feasible to transport goods via land. Therefore, most manufacturers locate close to
their major markets. Within Ontario, Toronto is one of the biggest cities and also home to several industry establishments. This is
because other than being one of the most populated cities in Canada, it is relatively inexpensive and easy to transport goods from
there to New York and other major cities in the United States.

Quebec

Quebec accounts for 28.7% of industry establishments in 2021, and similar to Toronto, Montreal is one of the biggest and most
populated cities in Canada and is situated in Quebec. Therefore, producing close to an urban centre such as Montreal reduces
transport time and cost for manufacturers. Furthermore, Quebec is located close to one of the main trade routes from Canada into
Europe. With convenient access to the port of Sept-Iles, QC, it provides easy access to European markets.
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British Columbia

British Columbia accounts for 15.8% of industry establishments in 2021. This is one of the most affluent areas of Canada, situated
on its West Coast, and has significant access to important trade routes throughout the year. Consequently, exporting from here to
Australia, which is a large importer of industry goods, continues to remain one of the central motivations for manufacturers to
locate in this area.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Toy, Doll and Game Manufacturing industry in Canada has been experiencing a low level of industry
concentration over the five years to 2021. IBISWorld estimates indicate that the top two companies in this industry
account for less than 20.0% of the market in 2021. This highlights the trend of consolidation through mergers and
acquisitions in this industry. Moreover, many companies have exited the industry altogether, either by shuttering
operations or shifting production to China and East Asia, further increasing the market share held by the industry's
largest operators. IBISWorld expects this trend of consolidation and concentration to continue as more industry
operators exit the industry over the five years to 2026. Deals, such as Mattel Inc.'s acquisition of Mega Brands Inc.,
are likely to occur if operating conditions worsen over the coming years. Industry concentration is low because most
small companies serve local and niche markets, and many are also nonemployers. Hence, their cost structure is
vastly different from large manufacturers as they can only deploy a limited amount of technology and serve a limited
geographical area. They generally rely on word-of-mouth advertising and contend with relatively smaller, local
department stores.

Key Success
Factors

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

Establishment of brand names:
Recognizable brand names and positive images help operators remain competitive and obtain supply contracts and
shelf space.

Having links with suppliers:
Having strong links with reliable suppliers is essential for obtaining the best quality raw materials at competitive
prices.

Having a diverse range of clients:
Having a large variety of clients diversifies the risk experienced by a toy manufacturer. A slowdown in sales in one
segment can be compensated by exceptional sales in another segment, keeping the company solvent.

Must comply with government regulations:
This industry is under strict regulations regarding health and safety precautions, as its main clients are children of an
impressionable age. Noncompliance with health and safety regulations can result in significant revenue loss.

Ability to expand and curtail operations rapidly in line with market demand:
The market for toys is relatively seasonal and volatile. Therefore, it is essential that manufacturers can control
inventory and production in response to market demand.
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Cost Structure
Benchmarks

  Profit

In 2021, profit, measured as earnings before interest and taxes, is
expected to account for 3.8% of revenue. While industry profit had been
high prior to the five years to 2021, the bankruptcy of Toys “R” Us
slightly drove down profit from accounting for 4.8% of revenue in 2016.
Furthermore, unfavourable trade conditions due to the COVID-19
(coronavirus) pandemic has placed added downward pressure on profit
as well. Despite a continuous decrease in export figures, industry profit
is expected to remain stagnant over the five years to 2026, which may
be a result of the slight decrease in import penetration moving forward.
As import's share of domestic demand decreases, domestic operators
are given a greater chance to sell their own products and capitalize on
the profit margin.

 

  Wages

Wages as a share of revenue has increased during the period, up from
25.4% in 2016 to 34.5% in 2021. Due to competition from imports
produced in developing countries with low labour costs, industry
operators have had to similarly cut costs to compete with less
expensive imports. Consequently, the design and production of these
products require a greater level of worker expertise, enabling industry
employees to command higher wages. This has led to an increase in
the average wage over the past five years. However, wages' share
revenue is expected to slightly decrease over the next five years.
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  Purchases

Purchase costs are expected to account for the second-largest share of
revenue, at 33.5% in 2021. This segment includes the purchases of raw
materials including plastic, metal, electronics, microchips and other
items that are necessary for the production of toys. While the prices of
these materials can be volatile, sharp declines in the price of crude oil
later during the period have driven down the price of plastic materials
and resin, lowering the industry's overall purchase costs. However,
many raw materials are sourced globally and many upstream products
are manufactured in China.

 

  Marketing

Marketing is expected to account for 3.7% of industry revenue in 2021.

 

  Depreciation

Depreciation is expected to account for 1.8% of industry revenue in
2021.
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  Rent

Rent is anticipated to account for 3.1% of revenue in 2021. High rental
costs puts Canada at a significant disadvantage compared with other
countries because these costs are significantly higher than in other
countries. However, this cost has slightly decreased as a share of
revenue over the past five years.

 

  Utilities

Utilities are expected to account for 0.8% of industry revenue in 2021.
The industry is energy intensive and uses machines to mould plastics,
iron and other materials into toys. It also uses machinery on assembly
lines to perform repetitive tasks, which consumes a significant amount
of energy. Therefore, it is essential for companies to have a low-cost
energy source to produce competitively.

 

  Other Costs

Other costs include the cost of purchased professional and technical
services, repair and maintenance, insurance and distribution.
Combined, these costs are expected to account for 18.8% of revenue in
2021, having slightly decreased over the past five years.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  INTERNAL COMPETITION

Operators in the Canadian Toy, Doll and Game Manufacturing industry
compete on the basis of various factors.

Industry operators produce various overlapping products that are close substitutes for each other, and therefore,
one of the main differentiating and important factors is price. In recent years, manufacturers have increased their
reliance on technology to ensure that they can cut down their use of high-cost labour and achieve technical
economies of scale. This reduces the manufacturers' per unit cost and spreads the cost of capital investment over a
large number of units, thereby reducing its payback period.

Industry operators also compete on the basis of product variety. It is easier for them to compete for shelf space if
they offer a wide selection of products to retailers. The importance of wholesalers in this industry has become
negligible and so this factor has become even more important. Manufacturers that can quickly incorporate new
technology and produce digital toys along with more traditional offerings are more likely to establish longstanding
relationships with retailers because sourcing from fewer suppliers also reduces costs for retailers.

EXTERNAL COMPETITION

Imports are a significant form of external competition for industry
products.

Imports produced in developing countries with low labour costs are significantly more affordable domestically. As a
result, competitively priced imports eat into Canadian manufacturers' revenue by satisfying an overwhelming portion
of domestic demand for industry products. Domestic consumers are attracted to imported toy products for their
competitive price points, and domestic retailers prefer these because they can keep purchases costs low and
increase profit.

The industry also experiences external competition from more traditional forms of play, such as outdoor sports. In
recent years, the level of participation in outdoor sports has declined, which has given rise to a worldwide obesity
epidemic, which is especially prevalent in children. This has prompted retailers of sports goods and equipment to
advertise the health benefits associated with physical activity such as playing a sport. This has also received
considerable support from nongovernmental organizations and pressure groups. In response, the industry has tried
to generate toys and games that require more physical activity.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  Operators in the Canadian Toy, Doll and Game
Manufacturing industry interested in entering this industry
will likely experience several obstacles. The primary
barrier to entry is the amount of time, research and capital
required to establish a household brand name and brand
salience, along with the complexities involved in
developing unique product designs and protecting
intellectual property rights and trademarks. The high cost
and long-term nature of brand reputation is therefore the
most significant barrier to entry. Big brand names, such
as Mattel Inc. and Hasbro Inc., have respective product
offerings, which are already known and trusted, and new
entrants will likely be unable to compete without investing
a significant amount of resources to persuade consumers
to shift away from their traditional preferences. Moreover,
once a new product has been developed manufacturers
must invest in trademarks to protect themselves from
copyright issues. The development and protection of
intellectual property rights ranks high with manufacturers,
as this enables them to exclusively produce a brand or
use a patented product design.

Potential players also experience the challenge of finding
skilled labour, since it can be particularly hard to secure
skilled production workers such as those that are trained
in computer-aided design and tertiary qualified
management. Also, the development of new products can
demand alternative labour during the production process.
Manufacturers must therefore assess their labour
requirements on a regular basis. Experienced workers,
especially in Canada, that have the technical knowledge
and vast experience in the industry, are approaching
retirement and replacing them could prove to be costlier
for companies in the long run.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Decline  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Steady

  The Toy, Doll and Game Manufacturing industry in Canada is highly globalized, and IBISWorld expects industry
globalization to increase further in the future. Main drivers of industry globalization include offshoring and less expensive
imports. With the exception of Mattel Inc., most large toy manufacturers have abandoned their Canadian manufacturing
operations and opted to produce in developing countries, such as China, which manufactures the majority of the world's
toys. This trend has resulted in an influx of inexpensive imports and has had severe consequences for the industry.
Prices, for example, became the primary point of competition and differentiation for many manufacturers, as consumers
preferred buying less expensive goods that offered better value for the money spent. IBISWorld expects that 97.3% of
domestic demand for toys will be satisfied by imports in 2021.

Exports also contribute to the global nature of this industry. Exports are expected to account for 53.4% of industry
revenue in 2021, falling from 57.0% in 2016. Over the five years to 2021, exports have decreased due to an appreciating
Canadian dollar against the currencies of large toy importing countries. Consequently, exports are projected to decline
further, to 40.9% of industry revenue in 2026, despite the Canadian effective exchange rate index declining over the five
years to 2026.
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Major Companies

Major Players Mattel Canada Inc.

Market Share: 18.4%

  After acquiring Mega Brands Inc. (Mega Brands) in 2014, Mattel Canada Inc. (Mattel Canada) has become
Canada's largest toy manufacturer. Mega Brands was founded in 1967 as Ritvik Toys Inc., and changed its name to
Mega Bloks Inc. in 2002, finally becoming Mega Brands Inc. in 2006. The company is headquartered in Quebec and
employs more than 1,700 workers worldwide. The company has manufacturing facilities in Canada and also
operates manufacturing facilities in China and Tennessee. Mega Brands sells its products worldwide and divides
them into two geographical segments, including North America and international. The company's North American
sales account for most of revenue. Mattel Canada's parent company, Mattel Inc. (Mattel), is conversely one of the
largest toy manufacturers in the world and was established in 1945. The company has 32,100 employees and
participates in the industry through its ownership of Mega Brands.

Mattel Canada operates through two main product segments, specifically toys and stationery. The segment relevant
to the Canadian Toy, Doll and Game Manufacturing industry is the toys division and accounts for a significant
proportion of the company's revenue. Previously, Mega Brands acquired the right to produce a variety of popular
and lucrative brands of toys and video games, which Mattel Canada has now acquired. Currently, it owns the right to
produce Hello Kitty, Need for Speed, Thomas the Tank Engine, Halo, World of WarCraft and Barbie, and in 2013, it
also acquired the rights to produce Call of Duty collector sets. The company has benefited from the popularity of
video games such as Call of Duty and Halo, which have released new entries over the five years to 2021, helping
Mattel Canada boost sales. These brands are expected to continue to generate strong sales for Mattel Canada.

In 2013, Mega Brands decided to embark on a five-year plan to increase its manufacturing capacity in Canada.
Currently, it manufactures over half of its toys in Montreal, which is almost twice the amount of toys manufactured
until recently. For this purpose, the company spent nearly $20.0 million between 2010 and 2011 to upgrade its
facilities in Montreal and spent another $10.0 million in 2013 to build a new construction facility in that location.
Mega Brands also received tremendous support from the federal government and the Government of Quebec,
which provided it with $11.0 million each in interest-free loans to finance this expansion. In view of this growth, on
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February 28, 2014, Mattel, the world's largest toymaker, submitted a bid of US$460.0 million to acquire Mega
Brands. This represented a 36.0% premium, relative to the prevailing share price of Mega Brands at the time. It is
believed that Mattel decided to proceed with this acquisition considering its own revenue decline and to expand its
construction and arts and crafts offerings.

Financial performance

Mattel Canada's industry-specific revenue is projected to decline at an annualized rate of 8.6% to $50.4 million over
the five years to 2021. Prior to current the period, Mattel's industry-specific operations grew healthily, increasing
from $64.2 million in 2015 to $78.8 million in 2016. This tremendous growth came about as a result of the company's
restructuring plan, which saved interest expenses, and its investment in modernizing and expanding facilities in
Canada. The company spent about $20.0 million between 2010 and 2011, modernizing its injection moulding and
counting equipment in its Montreal facility. As a result, it was able to significantly enhance its productivity.

In 2017 and 2018, however, IBISWorld estimates that the company experienced devastating losses. The company's
industry-specific revenue declined 11.8% and 31.8% in 2017 and 2018, respectively, due to two primary drivers.
Firstly, the Canadian dollar is expected to reverse its trend of depreciation and appreciate compared with major
currencies, such as the US dollar, for the first time during the period. Secondly, revenue is expected to fall
precipitously due to Toys “R” Us filing for Chapter 11 bankruptcy protection in 2017. Toys “R” Us was Mattel
Canada's second-largest customer, responsible for 11.1% of total company sales in 2016. Similarly, its industry-
specific operating income is expected to steadily grow over the five years despite cratering in 2017. The company's
industry-specific operating income, measured as earnings before interest and taxes, is projected to decline at an
annualized rate of 3.7% to $6.2 million over the five years to 2021.

 
Mattel Canada Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 78.8 N/C 7.5 N/C
2017 69.5 -11.8 -4.8 N/C
2018 47.3 -31.9 -2.5 -47.9
2019 44.9 -5.1 0.4 N/C
2020 48.2 7.3 4.0 900.0
2021 50.4 4.6 6.2 55.0

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

Other Companies Worx Toys Inc.

  Market Share: 1.3%
  Founded in 2010, Worx Toys Inc. (Worx Toys) manufactures and distributes toys that facilitate learning in children,

with each Worx Toys product combines a toy vehicle with a storybook that illustrates the vehicle's actual function.
The company has a total of five product offerings and sells its products online through the company's website,
through Amazon and through brick-and-mortar retailers. The company is based in North York, ON, and employs an
estimated 25 workers. IBISWorld estimates that Worx Toys will generate $3.6 million in industry-specific revenue in
2021, with a market share of 1.3%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Toy, Doll and Game Manufacturing industry in Canada
has a low level of capital intensity. For every $1.00 spent
on labour, industry operators are expected to allocate
$0.05 to capital expenditure. This figure is expected to
slightly decline from $0.06 in 2016. Although the
percentage of revenue set aside for depreciation costs has
slightly increased over the five years to 2021, revenue has
decreased at a quicker rate, causing capital intensity to
slightly fall. IBISWorld expects this trend to balance out as
the industry's revenue is expected recover slightly over the
five years to 2026.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

Very Low Innovation
Concentration

Very
Unlikely

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

Medium Ease of Entry Potential 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 Low Rate of Entry Very
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 High Market
Concentration

Very Likely 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.

Industry operators are exposed to a low rate of new entrants and a moderate level of entry barriers. This combination of
factors creates an environment where entry trends are not a key threat of disruption.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

The most relevant disruptive force in the Canadian Toy, Doll and Game
Manufacturing industry is the pressure from mobile phones and electronic
gaming systems.

With an increasing number of children receiving cell phones and gaming consoles at a young age, the need for traditional
toys is decreasing. Over the past few decades, game consoles such as the PlayStation and Xbox have been growing in
popularity in households in Canada. Most recently, the growing number of cell phones, especially smartphones, and iPads,
has further pressured the industry, since many enable consumers to download as many games as they want. Smart
devices are both more accessible and convenient than industry products. Furthermore, new electronic systems have an
online social component to their gameplay, which is not possible with most traditional toys and dolls.

The level of technology change is    Medium

  The variety and scope of manufacturing technology differs across product
segments in the Canadian Toy, Doll and Game Manufacturing industry.

However, larger manufacturers employ some common technologies to quicken the production process and make it more
efficient. Most large manufacturers use automated and computer-controlled machinery that mechanizes handling and
assembly lines to perform repetitive tasks. Although these forms of machinery are relatively expensive to set up and install,
the productivity gains from their usage are substantial, given significantly high labour costs in Canada. Furthermore, larger
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manufacturers benefit from economies of scale when using such technologies, as an increase in output volume reduces the
cost per unit by spreading fixed costs across more units. Types of inputs in the manufacturing process are also changing,
with lighter, more durable materials being used for product modifications. In addition, in relation to children's product safety
laws, manufacturers have transitioned to using lead-free paint and nontoxic raw materials.

Over the five years to 2021, changes in technology have accelerated as a result of the age compression phenomenon,
which makes children feel older at a younger age, and therefore, changes their preferences regarding toys. The effects of
age compression on the sales of traditional toys and video games were published by Euromonitor International in 2010, and
it indicated that North America had one of the smallest ratios between the sales of traditional toys and video games.
However, industry operators have not abandoned manufacturing traditional toys in favour of electronic ones in response to
the age compression trend. This is due to most domestic and international consumer demand for electronic toys that are
satisfied by companies that produce such products in developing countries, where they can leverage low wage labour to
keep selling prices competitive.

Industry operators, instead, have increasingly opted to focus on the production of nonelectric toys, specifically building sets,
puzzles and board games. Since these products have been on the market for decades, operators benefit from a high
degree of consumer familiarity. Furthermore, these products are desirable, as they are perceived to play an important role
in children's development, helping them to attain critical-thinking and problem-solving skills. Consequently, although age
compression will drive rising demand for electronic toys, the industry is expected to increasingly specialize in nonelectronic
toys. Therefore, over the five years to 2026, the industry's technological advancements are expected to be directed at
increasing the efficiency of the production process, rather than the development of increasingly sophisticated toys.

Revenue
Volatility

The level of volatility is    High

  Over the five years to 2021, the Toy, Doll and Game Manufacturing industry in
Canada is expected to experience moderate to high revenue volatility.

This volatility has been driven by steady but sluggish consumer confidence and per capita disposable income levels during
the period, which has caused domestic demand for industry products to steadily decline. However, exchange rate
fluctuations have also caused some volatility to revenue, as exports rose 6.5% in 2016, but then decreased 32.9% in 2017.
In addition, the industry has endured greater volatility due to the adverse economic effects of the COVID-19 (coronavirus)
pandemic. However, as domestic economic conditions begin to slowly improve, IBISWorld expects that revenue volatility
will slightly dissipate, granted there are no more exogenous economic shocks.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

Health Canada is responsible for devising and enforcing regulation regarding
health and safety on the Canadian Toy, Doll and Game Manufacturing industry.

Since this industry produces products for children and people in an impressionable age group, the industry is heavily
regulated and these regulations tend to be strictly enforced. Industry operators also readily comply with the rules set out by
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Health Canada, for the fear of having to pay hefty compensations for having to sustain the large costs associated with
recalling toys that do not conform to industry standards. However, operators' greatest concern is losing credibility, and
consequently, customer loyalty. The industry is governed by the following legislation.

CANADA CONSUMER PRODUCT SAFETY ACT

The Canada Consumer Product Safety Act (CCPSA) enforces several health
and safety regulations on industry.

Most of these are part of the Toys Regulation section of the act, which defines a toy as anything intended to be played with
or learned from by a child. The act contains the following regulations, in addition to guidelines relating to asbestos, lead,
glazed ceramics and glassware, hazardous products, phthalates, science education sets, surface coating materials and
textile flammability.

MECHANICAL HAZARDS

Most mechanical hazards specify that a child must not be exposed to a
reasonably foreseeable hazard during play.

Mechanisms for reasonably foreseeable have been developed by Health Canada and include the drop test and push/pull
procedures. In the drop test, a toy is dropped several times from different heights according to the age group of children
intending to use the toy. The orientation of the drop is also changed several times according to the most likely positions
from which it is expected to drop and cause the most damage. After each drop the toy is inspected for health and hazards it
may pose. The push/pull procedure requires that a predefined force be applied to a toy over a period and then such
application of force is continued for an additional time period after which the toy is inspected for any health and safety
hazards it may pose in such a scenario.

SUFFOCATING HAZARDS

This section of the act lays out regulations regarding packaging of toys and
their other components, which may result in a choking hazard.

Specific guidelines laid out by the act propose that flexible film bags used for toy packaging that are 355.6 millimetres (14.0
inches) or larger in opening circumference must bear a suffocation hazard warning, in both official languages, English and
French. Such bags must also be made of film that is at least 0.1 millimetres thick. For example, the film for common dry
cleaning bags, an estimated 0.1 millimetres, is too thin for use as a toy product bag if the opening circumference is 355.6
millimetres or larger. Additionally, any toy that is large enough for a child to enter or be placed inside and that can be closed
by a lid or door, such as a toy box, must have ventilation holes or openings of sufficient size on two or more sides to
prevent suffocation.

STRANGULATION HAZARDS

This section deals with materials and product designs, which may result in the
strangulation a child.

It enforces that a maximum length of less than 500.0 millimetres for strings attached to yo-yo balls and 750.0 millimetres on
baby carriages, cribs and playpens.

Industry
Assistance

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

Assistance for the Toy, Doll and Game Manufacturing industry in Canada is
low.

The Canadian Toy Association was founded in 1932 and represents toy manufacturers, wholesalers, retailers and toy
importers across Canada. The association is a nonprofit organization that aims to foster cooperation and best practices
within the toy industry. It also strives to further the industry's interests both nationally and globally. The association is led by
a board of directors that chair 10 active committees and organizes the Toy Fair, its largest event, to promote the sale of
toys and help members interact with each other and promote best practices. The association is also a member of the
International Council of Toy Industries and has worked actively with it to promote fair wages, establish health and safety
regulations, improve working conditions and eliminate the use of child labour from the industry.

Due to the spread of COVID-19 (coronavirus), the Canadian government instituted a variety of assistance programs that
some industry operators may have qualified for in 2020. For example, the Canada Emergency Wage Subsidy covered a
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portion of an employee's wages for eligible employers that were negatively affected by the coronavirus pandemic, this
program is still available until October 23, 2021. 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 of up to $60,000, where $20,000 would be forgiven if the loan is repaid before December 31,
2022. Large operators were also able to apply for bridge financing through the Large Employer Emergency Financing
Facility.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Canadian-
dollar

effective
exchange rate

(Index)
2012 317 131 295 289 1,873 207 2,515 91.5 2,625 131
2013 364 127 295 289 1,841 263 2,441 92.5 2,542 127
2014 371 130 298 292 1,810 165 2,800 93.4 3,006 119
2015 443 131 288 283 1,780 254 3,181 95.3 3,369 110
2016 475 151 301 295 2,301 271 3,150 121 3,355 108
2017 298 145 315 309 2,176 182 3,230 117 3,346 110
2018 271 91.6 341 332 1,618 124 3,347 88.8 3,494 109
2019 270 80.6 335 324 1,367 127 2,982 60.5 3,125 109
2020 275 106 318 308 1,618 114 3,089 94.5 3,250 108
2021 273 109 319 309 1,610 146 4,546 94.1 4,674 117
2022 278 111 323 313 1,630 113 5,405 95.3 5,570 116
2023 279 111 327 317 1,640 113 4,980 95.9 5,146 115
2024 280 111 330 320 1,632 114 4,696 95.6 4,862 114
2025 280 111 332 322 1,626 114 4,440 95.3 4,606 113
2026 281 111 332 321 1,630 115 4,210 95.5 4,376 112

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Canadian-
dollar

effective
exchange rate

(%)
2012 -19.9 29.6 -6.35 -6.48 11.0 -45.9 -8.37 10.5 -4.81 -0.16
2013 15.0 -2.38 0.00 0.00 -1.71 27.3 -2.96 1.09 -3.17 -3.51
2014 1.83 2.27 1.01 1.03 -1.69 -37.2 14.7 0.97 18.3 -5.77
2015 19.4 0.23 -3.36 -3.09 -1.66 53.8 13.6 2.03 12.1 -7.88
2016 7.31 15.8 4.51 4.24 29.3 6.44 -0.96 26.5 -0.43 -1.46
2017 -37.4 -4.11 4.65 4.74 -5.44 -32.9 2.52 -3.40 -0.27 1.47
2018 -8.88 -36.8 8.25 7.44 -25.7 -31.7 3.61 -23.8 4.42 -0.55
2019 -0.45 -12.0 -1.76 -2.41 -15.5 2.33 -10.9 -31.9 -10.6 -0.65
2020 1.96 31.5 -5.08 -4.94 18.4 -10.3 3.59 56.2 4.02 -0.56
2021 -0.80 3.01 0.31 0.32 -0.50 27.9 47.2 -0.43 43.8 7.87
2022 1.68 1.28 1.25 1.29 1.24 -22.8 18.9 1.27 19.2 -0.86
2023 0.46 0.54 1.23 1.27 0.61 0.71 -7.86 0.62 -7.62 -0.87
2024 0.21 -0.09 0.91 0.94 -0.49 0.44 -5.71 -0.32 -5.52 -0.62
2025 0.25 -0.19 0.60 0.62 -0.37 0.43 -5.45 -0.32 -5.25 -0.71
2026 0.24 0.18 0.00 -0.32 0.24 0.43 -5.18 0.20 -4.99 -0.71

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 41.2 95.8 65.2 169 28.9 6.35 48,852
2013 35.0 96.0 72.2 198 25.4 6.24 50,244
2014 35.1 93.2 44.6 205 25.2 6.07 51,602
2015 29.5 94.4 57.5 249 21.5 6.18 53,539
2016 31.8 93.9 57.0 207 25.4 7.64 52,412
2017 48.7 96.5 61.1 137 39.1 6.91 53,539
2018 33.8 95.8 45.8 168 32.7 4.74 54,883
2019 29.9 95.4 47.0 198 22.4 4.08 44,257
2020 38.5 95.0 41.4 170 34.3 5.09 58,405
2021 40.0 97.3 53.4 170 34.5 5.05 58,447
2022 39.8 97.0 40.5 170 34.3 5.05 58,466
2023 39.9 96.8 40.6 170 34.4 5.02 58,476
2024 39.7 96.6 40.7 171 34.2 4.95 58,578
2025 39.6 96.4 40.8 172 34.0 4.90 58,610
2026 39.5 96.2 40.9 172 34.0 4.91 58,589

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Innovation, Science and Economic Development Canada
http://www.ic.gc.ca

Canadian Toy Association
http://www.canadiantoyassociation.ca

The Toy Industry Association Inc.
http://www.toyassociation.org

Health Canada
http://www.hc-sc.gc.ca

Industry Jargon AGE COMPRESSION
A phenomenon whereby children are outgrowing toys at a younger age and demanding more adult products.

OFFSHORE
The relocation of a company's business process, such as manufacturing or accounting, from one country to another,
whether the work is outsourced or stays within the company.

OUTSOURCE
The act of procuring goods or services under contract with an outside supplier.

TWEEN
The stage between middle childhood and adolescence in human development, generally ranging between eight and
12 years old.

WHOLESALE BYPASS
A popular trend within retail and manufacturing industries where producers supply goods directly to stores,
eliminating the middleman.

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



Toy, Doll & Game Manufacturing in Canada September 2021

40 IBISWorld.com

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

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

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

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

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

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

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

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

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

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

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

WAGES
The gross total wages and salaries of all employees in the industry.
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With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
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actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
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