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COVID-19
(Coronavirus)
Impact Update

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

· The spread of COVID-19 (coronavirus) has disrupted the Canadian Toy and Craft Supplies Wholesaling industry's
typical operating dynamics as downstream retailers endured a drop in demand for toy and craft supplies.

· As recovery gets underway, the industry's purchase costs are expected to fluctuate as shipping costs and
packaging materials prices rise due to the effect of surging demand and bottlenecks on supply chain infrastructure.

· Nonetheless, reopenings and expanded vaccine distribution alongside strong growth prospects for the Canadian
economy are likely to drive a partial recovery in industry performance as pandemic-related disruptions subside.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Toy and Craft Supplies Wholesaling industry in Canada wholesales various toys and craft supplies, including

dolls, games, fireworks, playing cards, model planes and arts supplies, excluding video games. Merchandise is
largely sourced from domestic and international manufacturers and sold to retailers such as small toy and hobby
stores, big-box merchandisers and discount department stores.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Wholesaling vehicle toys (not including bicycles)

Wholesaling colouring books

Wholesaling craft and model kits

Wholesaling dolls

Wholesaling fireworks

Wholesaling electronic games

Wholesaling playing cards

Wholesaling board games and puzzles

The major products and services in this industry are:

Traditional toys

Hobby and craft supplies

Outdoor toys

Other
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Supply Chain

SIMILAR INDUSTRIES

Toy, Doll & Game Manufacturing
in Canada

Clothing & Clothing Accessories
Wholesaling in Canada

Footwear Wholesaling in Canada Hobby & Toy Stores in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Toy & Craft Supplies Wholesaling
in the US

Toy and Sporting Goods
Wholesaling in Australia

Toy and Sporting Goods
Wholesaling in New Zealand
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Industry at a Glance
Key Statistics

$1.2bn
Revenue

Annual Growth

2016–2021

0.4%

Annual Growth

2021–2026

-0.9%

Annual Growth

2016–2026

 

$56.7m
Profit

Annual Growth

2016–2021

-3.1%

  Annual Growth

2016–2021

 

4.7%
Profit Margin

Annual Growth

2016–2021

-0.9pp

  Annual Growth

2016–2021

 

581
Businesses

Annual Growth

2016–2021

0.0%

Annual Growth

2021–2026

-0.7%

Annual Growth

2016–2026

 

1,801
Employment

Annual Growth

2016–2021

-5.8%

Annual Growth

2021–2026

-1.6%

Annual Growth

2016–2026

 

$97.5m
Wages

Annual Growth

2016–2021

-4.6%

Annual Growth

2021–2026

-1.5%

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

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady

MIXED IMPACT

  Revenue Volatility
Medium   Technology Change

Medium

  Barriers to Entry
Medium / Steady   Industry Globalization

Medium / Increasing

NEGATIVE IMPACT

  Life Cycle
Decline   Industry Assistance

Low / Steady

  Competition
High / Increasing

 

Key Trends

 Industry growth has been limited by consolidation activity
within the industry's upstream markets

 Declining industry participation has resulted in a similar
decrease in industry employment

 The Canadian dollar has exhibited a period of gradual
decline followed by strong appreciation

 The market for toy and craft supplies manufacturing is
expected to become increasingly consolidated

 Wholesalers will likely have an opportunity to capitalize on
improving market conditions

 This industry's performance is likely to be influenced by
fluctuations in international exchange rates

 Industry revenue growth has been constrained by the
proliferation of external competition
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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

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Decline Life Cycle Stage

  Low Profit vs. Sector Average

  Low Revenue per Employee

   

OPPORTUNITIES

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  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 Puzzling future: Industry revenue will likely decline as the market
becomes increasingly consolidated

Companies in the Canadian Toy and Craft Supplies Wholesaling industry have encountered significant barriers to
success in recent years. Specifically, traditional toy and craft supplies are competing with online games and
electronics, which have become increasingly popular. At the same time, industry revenue has been supported by
overall economic growth, while rising levels of disposable income and consumer confidence have caused
nonessential spending on toys and craft supplies to expand. The shock of the COVID-19 (coronavirus) pandemic
proved to be a setback for the industry as downstream demand was disrupted. However, a strong recovery is
expected to benefit operators as consumer spending bounces back. Ultimately, industry revenue is estimated to rise
at an annualized rate of 0.4% $1.2 billion over the five years to 2021. This includes an expected increase of 2.5% in
2021 alone.

Retail sales tend to fluctuate with changes in overall discretionary spending, which influences retail demand for
wholesaling services. Improving consumer conditions during most of the current period have bolstered nonessential
spending. However, improving consumer confidence was interrupted by pandemic-related uncertainty, declining at
an annualized rate of 0.2% over the five years to 2021. Per capita disposable income experienced fluctuating
growth, expanding at an annualized rate of 1.1% during the same period, notably driven by strong fiscal policy.
Overall, industry revenue growth has been constrained by the proliferation of external competition from direct-to-
consumers manufacturers and shifting consumer preferences. In addition to the number of individuals aged 19 and
younger remaining relatively stable during the period, consumers in this age demographic have increasingly
demanded high-end electronic goods instead of the traditional toys supplied by industry operators. This shift has
also led to pressure on industry profit over the past five years.

Moving forward, industry revenue is projected to gradually decline over the five years to 2026 as the toy
manufacturing market becomes increasingly consolidated and demand for analogue toys remains limited. However,
this decline will likely be mitigated by improving consumer conditions and an expected appreciation of the Canadian
dollar in the wake of the coronavirus pandemic. Despite these positive trends, industry revenue is forecast to exhibit
little change, marginally contracting at an annualized rate of 0.9% to $1.2 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Consumer spending

Toys and craft supplies are discretionary purchases. Consequently, consumer expenditure on such items is heavily
influenced by overall trends in consumer spending and consumer sentiment. When consumer sentiment rises due to
changes or expected changes in per capita disposable income and an economy's overall outlook, it encourages
consumers to spend more on toys and crafts supplies, bolstering industry revenue growth. Consumer spending is
expected to increase in 2021, representing a potential opportunity for the industry.

 

Demand from hobby and toy stores

Hobby and toy stores represent one of the largest downstream markets for industry services. When demand from
hobby and toy stores rises, these establishments increase their purchases of toy and craft supplies from upstream
wholesalers, generating demand for industry operators. Demand from hobby and toy stores is expected to increase
in 2021.

 

Demand from department stores

Many department stores have begun offering a larger selection of toys and craft supplies in recent years. Therefore,
these stores have become an important downstream market for industry operators, and industry revenue typically
increases when demand from department stores rises. Demand from department stores is expected to rise in 2021
after several years of negative growth, posing a potential threat to the industry.

 

Canadian effective exchange rate index

While international trade in toys and craft supplies is recorded at the upstream manufacturing level by convention,
industry operators frequently import toys and hobby supplies from abroad. Consequently, an appreciating Canadian
dollar reduces industry operating costs, which can be passed on to consumers through lower prices or retained by
operators as profit. The Canadian effective exchange rate index, which measures the value of the dollar relative to
the currencies of Canada's major trading partners, is expected to increase in 2021.
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Current
Performance

Over the five years to 2021, the Toy and Craft Supplies Wholesaling
industry in Canada has experienced its role in the overall toy and craft
supplies sector diminish.

The current period has been characterized by the proliferation of external competition from direct-to-consumer
manufacturers and a rising level of consolidation within the upstream Toy, Doll and Game Manufacturing industry in
Canada (IBISWorld report 33993CA), which has limited the usefulness of wholesalers in the supply chain.
Additionally, the effect of COVID-19 (coronavirus) pandemic has also been notable, with industry revenue falling
8.0% in 2020 as demand for downstream industry-relevant goods was held back by uncertainty and decreased in-
store shopping for nonessential products. Fortunately for industry operators, improving economic conditions in the
wake of the pandemic have enabled Canadian consumers to increase spending on a range of discretionary items,
including toys and craft supplies. Levels of per capita disposable income and consumer confidence have both
experienced volatile growth during the five-year period, largely due to pandemic-related events. Namely, per capita
disposable income experienced a sharp rise in 2020 as government fiscal stimulus assisted households. The
gradual reopening of the economy as vaccine distribution expands and restrictions rollback are likely to generate
expanded demand for industry services as downstream retailers reopen and consumer confidence rises. Overall,
industry revenue is estimated to gradually increase, rising at an annualized rate of 0.4% to $1.2 billion over the five
years to 2021. This includes a projected rise of 2.5% in 2021 alone as industry performance partially recovers
downstream market demand.

MANUFACTURERS

During the period, industry growth has been limited by consolidation
activity within the industry's upstream markets and the proliferation of
manufacturers selling directly to retailers or consumers.

For instance, the Toy, Doll and Game Manufacturing industry in Canada is dominated by large-scale, multinational
companies with sufficient resources to incorporate industry-relevant distribution services into their business models.
Furthermore, in 2014, Mattel Inc. (Mattel), a leading international toy manufacturer, acquired large industry player,
Mega Brands Inc. (Mega Brands), bolstering Mattel's position in the global toy market. As a result of this highly
concentrated structure, wholesalers are left with little room to exert influence within the toys and crafts sector, since
manufacturers such as Mattel are able to facilitate direct sales to retailers while also holding greater pricing power in
the domestic market. Additionally, while companies that manufacture abroad traditionally rely on wholesalers to
distribute products to domestic retailers, an increased domestic footprint for large manufacturers often crowds out
this position in the supply chain.

Even prior to Mattel's acquisition of Mega Brands, trends exhibited by upstream manufacturers indicated that their
reliance on wholesalers was in decline. Most major manufacturers sell directly to large retailers such as Walmart
Inc., Target Corporation and Carrefour SA. Manufacturers also have long-term sales contracts with specialty stores
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such as Toys “R” Us Canada and Hamleys. Moreover, due to advancements in technology and superior inventory
management systems, along with the popularity of online shopping, indirect selling through a retailer's website has
emerged as another trend that is harmful to the industry. Individual consumers often order a toy from a retailer's
website, which is sent directly to a manufacturer's closest warehouse. In turn, the manufacturer ships the product
directly to the consumer, skipping over industry wholesalers and reducing costs for manufacturers and consumers.

Additionally, small-scale domestic manufacturers typically cannot afford to sell their products through wholesalers.
These companies generally purchase input materials domestically, and are at a competitive disadvantage due to
higher production costs. Since using an intermediary would only further constrain these operators' profit, sales are
made directly to consumers or institutional buyers, such as day care establishments and schools. As a result, the
space for wholesalers to operate profitably with this industry has shrunk over the past five years.

CONSUMER CONDITIONS AND INDUSTRY STRUCTURE

During the period, the decline in industry revenue has been tempered by
growth in the broader Canadian economy.

The gradual upward trend in revenues was hurt by the pandemic disrupting consumer behaviour and the broader
economy, with industry revenue dropping 8.0% in 2020. As retail needs became increasingly met by online orders,
demand from downstream retailers was disrupted as consumer spending shifted to direct delivery services. While
some wholesalers with contracts to larger retailers benefitted from these changes, the industry as a whole
experienced a decline in growth.

As lockdowns end and vaccination rates rise, consumer spending is expected to remain strong into 2021, permitting
a partial recovery in industry performance as retail demand rises. Despite a sharp contraction in overall economic
activity, per capita disposable income experienced an increase of 7.9% in 2020 as government fiscal policy directly
supported households in excess of losses to wages and salaries due to pandemic disruptions. As uncertainty
around public health concerns declines, Canadian consumers have been more willing and able to make
discretionary purchases, generating demand for toys, craft supplies and other nonessential goods.

However, despite consumer demand bouncing back, structural shifts industry-relevant markets continue to
discourage new operators from entering the market, with the number of industry enterprises expected to stagnate at
581 companies over the five years to 2021. At the same time, industry players have continued to implement
automated inventory systems and electronic ordering systems to reduce operating costs and improve customer
service. As a result, declining industry participation has resulted in a similar decrease in industry employment, which
is estimated to decline at an annualized rate of 5.8% to 1,801 employees over the five years to 2021.

EXCHANGE RATE DYNAMICS

Most domestic demand for toys and craft supplies is satisfied by imported
goods, causing industry wholesalers to handle a substantial volume of
products that have been shipped from manufacturers and third-party
contractors abroad.

Consequently, any changes in international trade activity or exchange rates can have a strong influence on industry
revenue growth. For instance, higher levels of international trade typically support industry growth as foreign
manufacturers attempt to meet demand abroad through distribution to domestic retailers. Wholesalers import
products from these manufacturers and sell them to domestic downstream markets.

Over the five years to 2021, the Canadian dollar has exhibited a period of gradual decline followed by strong
appreciation in the wake of the coronavirus pandemic. As a result, the Canadian effective exchange rate index is
expected to rise at an annualized rate of 1.3% over the five years to 2021, largely driven by a strong economywide
outlook and the relative weakness of the US dollar. While trade conditions have fluctuated, operators that rely on
imported goods are expected to benefit from an appreciating Canadian dollar and improved domestic demand
conditions.

Industry operators are anticipated to experience rising costs related to surging demand and supply chain bottle
necks, which are likely to negatively affect wholesalers' bottom lines through higher shipping rates and packaging
material prices. These factors are expected to offset industry wide gains from a stronger dollar. As a result, industry
profit, measured as earnings before interest and taxes, is estimated to account for 4.7% of industry revenue in 2021,
down from 5.6% in 2016.
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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
disposable

income
($)

2012 1,266 106 639 677 3,735 N/A N/A 173 N/A 28,883
2013 1,473 275 578 631 3,971 N/A N/A 174 N/A 29,369
2014 1,234 218 667 587 2,795 N/A N/A 127 N/A 29,466
2015 1,266 217 662 582 2,666 N/A N/A 129 N/A 30,804
2016 1,184 199 629 580 2,432 N/A N/A 124 N/A 30,332
2017 1,227 203 615 580 2,293 N/A N/A 123 N/A 30,675
2018 1,260 213 610 591 2,542 N/A N/A 136 N/A 30,647
2019 1,278 186 600 578 1,920 N/A N/A 104 N/A 30,852
2020 1,176 113 610 574 1,804 N/A N/A 97.1 N/A 33,275
2021 1,206 162 620 581 1,801 N/A N/A 97.5 N/A 32,048
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Industry Outlook
Outlook The Toy and Craft Supplies Wholesaling industry in Canada is projected

to decline over the five years to 2026 as shifting consumer preferences
and changes to the supply chain for toys and craft supplies continue to
limit demand for industry services.

In recent years, many of the industry's major upstream manufacturers have begun incorporating industry-relevant
distribution services into their business models to exercise greater control over their products and limit unnecessary
expenses on logistics. As a result, industry operators have played a diminishing role in the supply chain for toys and
craft supplies, and this trend is expected to continue over the next five years as both manufacturers and retailers
continue to experience strong profit stemming from vertical integration. At the same time, the proliferation of high-
end, relatively affordable consumer electronics will likely constrain demand for traditional children's toys, further
limiting industry revenue growth. However, the industry's decline is expected to be largely mitigated by positive
trends in the overall Canadian economy, as rising levels of disposable income will likely encourage consumers to
increase spending on a wide variety of nonessential goods, including toys and craft supplies. Overall, industry
revenue is forecast marginally decrease, falling at an annualized rate of 0.9% to $1.2 billion over the five years to
2026.

NEGATIVE REVENUE TRENDS

Moving forward, the market for toy and craft supplies manufacturing is
expected to become increasingly consolidated as major manufacturers
continue to acquire small-scale operators to expand their product
offerings and access new consumer and geographic markets.

These large-scale manufacturers will likely benefit from greater economies of scale and substantial purchasing
power, enabling these companies to incorporate industry-relevant logistics and distribution services into their overall
operations. As the market for toy and craft supplies wholesaling is crowded out by the in-house operations of major
manufacturers, industry revenue will likely continue declining.

Over the next five years, industry growth is also anticipated to be constrained by shifting consumer tastes, as
children continue to outgrow traditional toys at relatively young ages. For example, while the number of children
aged 19 and younger is projected to experience stable growth over the five years to 2026, these children are
expected to increasingly demand digital devices, such as tablets and smartphones, which are not handled by
industry operators. Relatedly, the number of fixed broadband connections is forecast to increase at an annualized
rate of 1.5% to 17.0 million connections over the five years to 2026.

These developments represent the growing importance of digital trends as a primary influence on industry
performance, with new technology substituting out traditional toys and games in addition to the overall composition
of consumer spending on industry products shifting toward e-commerce platforms instead from traditional brick-and-
mortar retailers. In turn, this shift in consumer preferences and practices will likely contribute to a gradual decline in
growth of downstream demand on upon which industry performance depends.

AREAS OF OPPORTUNITY

Despite various structural barriers to the industry's success, industry
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operators can benefit from several opportunities for growth over the next
five years.

For instance, demand from hobby and toy stores is projected to increase at an annualized rate of 2.4% over the five
years to 2026. In turn, wholesalers will likely have an opportunity to capitalize on improving market conditions by
maintaining vendor contracts and providing value-added services. These additional services provide a greater
incentive for both upstream and downstream industries to coordinate with wholesalers. For example, industry
wholesalers are generally able to smooth inventory levels for downstream retailers or act as intermediaries to
facilitate direct sales from customer websites. The proliferation of these value-added services is expected to bolster
demand for industry services over the coming years, especially among small-scale toy and craft stores that rely on
industry operators to negotiate with major manufacturers and handle large-scale deliveries. In turn, these dynamics
are expected to partially offset countervailing trends limiting operator performance.

Another emerging trend is the popularity of sustainable craft supplies. While these products tend to be relatively
expensive, an increasingly environmentally conscious consumer base is expected to boost demand for such
products over the next five years. Moreover, these products are generally sold at a large premium by retailers, which
provides wholesalers the opportunity gain revenue through higher markups on specific products.

PROFIT AND PARTICIPATION

Moving forward, this industry's performance is also likely to be influenced
by fluctuations in international exchange rates.

For example, an increase in the Canadian effective exchange rate (CEER) index, which measures the value of the
Canadian dollar compared with the currencies of Canada's major trading partners, is beneficial for this industry
because it reduces imports costs. In turn, these relative cost savings can be passed on to consumers or kept as
profit. However, the CEER index is forecast to gradually decline over the next five years, causing imported toys and
craft supplies to become relatively more expensive for industry operators. Despite unfavourable currency
movements for importing operators, strong downstream demand from domestic retailers is likely to offset any
negative effect on performance. As a result, profit, measured as earnings before interest and taxes, is projected to
account for 4.8% of industry revenue in 2026, slightly up from 4.7% in 2021.

Despite expanding profit, limited consumer demand for traditional toys and mounting external competition from
integrated toy manufacturers will likely cause total industry participation to decrease over the coming years. Overall,
the number of industry enterprises is projected to decline at an annualized rate of 0.7% to 561 companies over the
five years to 2026. Many of the operators exiting the market will likely be small-scale companies that cannot afford to
lower their prices to compete with larger players, though the industry may continue to be dominated by entities that
operate primarily on a regional or local basis. At the same time, declining industry participation will likely cause
industry employment to contract, declining at an annualized rate of 1.6% to 1,659 workers over the five years to
2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income  ($)

2021 1,206 162 620 581 1,801 N/A N/A 97.5 N/A 32,048
2022 1,192 160 613 575 1,765 N/A N/A 95.7 N/A 32,511
2023 1,182 158 607 570 1,735 N/A N/A 94.2 N/A 32,674
2024 1,173 157 603 567 1,710 N/A N/A 93.0 N/A 32,771
2025 1,163 155 600 564 1,687 N/A N/A 91.8 N/A 32,852
2026 1,153 154 597 561 1,659 N/A N/A 90.4 N/A 32,958
2027 1,143 152 595 559 1,643 N/A N/A 89.6 N/A 33,065
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

The industry's contribution to the overall economy is declining

Industry participation is projected to experience a decline over the 10 years to 2026

Manufacturing industries selling directly to consumers has limited this wholesale industry's
importance within the market

The Toy and Craft Supplies Wholesaling industry in Canada is in the declining stage of its economic life cycle, which
is illustrated by falling industry participation and limited demand from downstream consumers. Industry value added
(IVA), which measures the industry's contribution to the overall economy, is expected to decrease at an annualized
rate of 2.5% over the 10 years to 2026. Comparatively, Canadian GDP is forecast to grow an annualized 2.0%
during the same period. The difference between industry IVA and the GDP is indicative of a declining industry.
Furthermore, other factors also reveal that the industry is in its declining stage of its life cycle.

Industry operators experience significant barriers to success that are unlikely to dissipate in coming years. For
instance, many large-scale manufacturers have begun incorporating industry-relevant wholesaling operations into
their business models, enabling these upstream operators to interact directly with downstream retailers and
consumers. This practice significantly limits the industry's total customer base, and it is expected to become
increasingly common, since this model enables manufacturers to gain greater control over their supply chains and
generate substantial consumer demand by offering discounted prices. As a result, total demand for industry services
is projected to gradually decline over the next five years, deterring many potential operators from entering the
market. Overall, the number of industry enterprises is projected to decrease at an annualized rate of 0.3% over the
10 years to 2026. This decline in industry participation reinforces the industry's status as an industry in the declining
stage of its life cycle.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Department Stores in Canada

Dollar & Variety Stores in Canada

E-Commerce & Online Auctions in Canada

Hobby & Toy Stores in Canada

Fabric, Craft & Sewing Supplies Stores in Canada

2nd Tier

Consumers in Canada

Performing Arts Companies In Canada

Day Care in Canada

Key Selling Industries
1st Tier

Printing in Canada

Toy, Doll & Game Manufacturing in Canada

Other Miscellaneous Manufacturing In Canada

2nd Tier

Plastics Product Manufacturing In Canada

Paper Mills in Canada

Products & Services

  The Toy and Craft Supplies Wholesaling industry in Canada provides a
wide variety of products for children and adults alike, which IBISWorld
separates into four general segments that include toys, hobby and craft
supplies, outdoor toys and other.

The Canadian NAICS (North American Industry Classification Systems) code for this industry does not include video
games wholesalers. Consumer spending primarily drives changes in these segments, and retailers, which account
for most of the industry's total customer base, adjust their level of inventory purchases depending on consumer
spending patterns.

TRADITIONAL TOYS

Traditional toys, which include children's vehicles, make up the largest
share of industry products, accounting for 45.9% of total industry revenue
in 2021.

Products in this category include action figures, sporting goods, dolls, building sets, puzzles, board games and plush
toys for children. In recent decades, traditional toys have been subject to changing consumer demand, as an
increasing number of young consumers demand electronics and video games. Various electronic toys are included
in this product segment, but these typically include less advanced computers. For example, remote control toys,
simple robots and various learning games. Younger consumers are also increasingly using smartphones, computers
and video games, which limits their demand for traditional toys. As a result, this product segment's share of total
industry revenue has declined over the five years to 2021.

In response to changing consumer demand, toy manufacturers began to introduce new education platforms and
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software in the early 2000s that incorporated touch-based interactive technology into books and traditional toys. This
practice quickly developed into a learning and exploration category. However, manufacturers soon realized that
children, especially tweens between the ages of eight and twelve, were outgrowing these toys at younger ages and
were demanding more adult-like devices, such as smartphones and computers. As a result, the learning and
exploration category has evolved into the youth electronics market to match shifting preferences. This product
segment is situated at a higher price range than most traditional toys, though remaining less expensive than most
computers and video games. Social trends that place an emphasis on learning help drive demand for this segment,
but strong consumer confidence and rising income levels drive individuals to purchase smartphones and computers.

HOBBY AND CRAFT SUPPLIES

This product segment includes a wide range of hobby and craft goods
such as craft kits, scrapbooking supplies and needlework.

Overall, wholesaling services associated with these products are projected to account for 14.4% of industry revenue
in 2021. Demand for this segment is closely tied to household disposable income, as most products in this segment
are highly discretionary. Consumer preferences also drive demand for these supplies, and increased use of
electronic devices limits the amount of leisure time that individuals can allocate to hobby and craft activities. Over
the five years to 2021, this segment's share of industry revenue has remained relatively constant.

OUTDOOR TOYS

The outdoor toys segment includes a wide range of different toys that are
designed for outdoor use.

This segment can typically be divided between winter and summer toys, which limits the seasonal effect on
products. Toboggans and other sleds are the primary toys distributed during the winter months, while operators
experience significant demand for water guns, trampolines and beach toys during the summer. In 2021, this
segment is expected to account for 7.4% of industry revenue. The seasonal variability in Canada provides a strong
source of revenue throughout the year, which distinguishes this Canadian industry from the market for toy and craft
supply wholesaling in the United States, where a significant portion of the country experiences less seasonality.
Overall, this segment has expanded as a portion of the industry's total revenue during the five-year period.

OTHER

Other products handled by industry wholesalers include fireworks,
colouring books, playing cards and other recreational equipment not
included in the industry's other product segments.

Fireworks account for a large share of this product category, as wholesalers are able to sell fireworks to retail outlets
as well as professional display coordinators. Additionally, various colouring books and card games represent a
steady revenue stream for the industry, as consumer preferences for these products do not experience significant
volatility. In 2021, wholesaling services associated with these miscellaneous toys and craft supplies are estimated to
account for the remaining 32.3% of industry revenue.

Demand
Determinants

The primary role of the Toy and Craft Supplies Wholesaling industry in
Canada is to serve as an intermediary connecting retailers to
manufacturers.

Consequently, demand for industry services is highly sensitive to downstream consumer demand for retailers.
Demand for this wholesaling industry is also influenced by changes in consumer tastes, the proliferation of vertically
integrated manufacturers and seasonality.

Downstream demand

Downstream demand at the retail level is the primary determinant of demand for the industry, since retailers make
up the largest market for the Toy and Craft Supplies Wholesaling industry. When retailers expect demand for the
products to increase, these operators tend to purchase more goods from toy and craft supplies wholesalers, causing
demand for industry services to rise. In contrast, when retailers expect weaker revenue, industry-relevant purchases
are cut back to clear out inventory and free up cash. Generally, the performances of these downstream retailers are
driven by changes in consumer spending and macroeconomic conditions; therefore, wholesaler demand is
ultimately dependent on changes in drivers such as consumer confidence and disposable income. Additionally, the
growing purchasing power of large-scale toy and craft supplies retailers has enabled these stores to increasingly
source their inventory directly from manufacturers, bypassing wholesalers in the process. This development has
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resulted in a slight shift in major markets, with wholesalers increasingly selling to stores with less purchasing power
and focusing on direct selling.

Toy and craft supplies are discretionary in nature. As a result, households are likely to delay their purchases of
industry products during times of economic uncertainty and low disposable income. Consumer spending and
disposable income have both increased during the five-year period, which has promoted spending on retail items.
Despite these improvements department stores, which are one of the industry's largest retail markets, have reduced
their demand for industry services in recent years, as these stores have experienced increased competition from
online outlets. In contrast, individual toy and hobby stores have increased their demand for industry products over
the past five years, since these outlets tend to be more specialized, leading to less competition from e-commerce.

Consumer tastes

Over the five years to 2021, the effects of the age compression trend have shaped industry demand. As children
have continued to outgrow toys at younger ages, demand for more adult-like toys, such as electronics and video
games, has expanded. For instance, the number of children age 19 and younger has increased during the five-
period, but this age demographic has increasingly demanded smartphones and video games instead of traditional
toys. Consumer tastes are also influenced by major events in media, such as movies, which drive demand for
certain types of toys. For example, demand for Hasbro's Transformers and G.I. Joe toys increased significantly after
the release of major films relating to these franchises. In general, these movies leverage the consumer base of the
toys to generate demand for the movies, which in turn acts as advertising for the toys. Overall, trends in consumer
preferences and product range play a central role in determining demand for different types of industry products,
and wholesalers with access and distribution rights to the dolls and branded toys from popular children's movies are
often able to profit from the commercial success of these films.

Vertically integrated manufacturers

The number of vertically integrated toy and craft supplies manufacturers also affects industry demand. Over the five
years to 2021, a rising number of upstream manufacturers have integrated distribution processes into their
businesses, supplying their goods directly to retailers. This trend has substantially benefited manufacturers, as it has
enabled these operators to charge higher prices and gain better control of their product supply to downstream
buyers. This practice has also proved to be beneficial to retailers, since these stores have been able to avoid paying
wholesalers' mark ups. However, the increasing prevalence of vertical integration has led to a drop demand for
industry services over time.

Seasonality

Demand for merchandise handled by this industry is largely seasonal. Most downstream markets earn a large
proportion of their industry-relevant revenue during the weeks preceding the traditional holiday season. Similarly,
sales of crafting products generally increase in the fourth quarter because more people decorate their homes and
offices and make gifts for the festive season. Consequently, wholesalers experience the greatest demand for their
services during the winter months. Seasonality also exists for specific product lines. Water guns, trampolines and
beach toys tend to be sold more in the summer months, while sleds and snow toys are typically winter purchases.
The seasonal variability through the country means that retailers need to carefully manage their inventory to avoid
filling valuable warehouse space with off-season products.

Major Markets

  WAREHOUSE CLUBS AND SUPERCENTRES

In 2021, warehouse clubs and supercentres are expected to account for
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18.2% of revenue for the Toy and Craft Supplies Wholesaling industry in
Canada.

Similar to discount department stores, big box stores also purchase in bulk and have increasingly sidestepped
wholesalers to maximize their cost savings in recent years. However, since these customers typically maintain highly
diversified inventories complete with various specialized goods, many warehouse clubs and supercentres have
continued to rely on industry-relevant wholesalers that are able to provide a wide variety of goods under one roof.
Over the five years to 2021, warehouse clubs and supercentres have become increasingly popular among individual
consumers, largely due to the discounted prices and convenience that these operators are able to provide. As a
result, this market segment has expanded as a share of total industry revenue.

HOBBY, TOY AND GAME STORES

Over the five years to 2021, hobby, toy and game stores' importance to the
industry has increased, especially as larger retailers have become more
inclined to bypass industry operators and buy directly from
manufacturers.

In contrast, hobby, toy and game stores are typically independent operations that rely on wholesalers as their
primary means of purchasing inventory. Most operators in this market segment are privately owned, small in size
and do not generally have the resources needed to negotiate supply contracts directly with manufacturers.
Additionally, these stores have experienced increased consumer demand during the five-year period, as rising levels
of disposable income and improving consumer confidence have encouraged everyday consumers to increase
nonessential spending. Moreover, due to the specialized nature of many hobby, toy and game stores, these stores
have experienced limited competition from e-commerce. In 2021, these stores are estimated to represent 17.7% of
the industry's total revenue.

WHOLESALERS

To access a diverse range of customers and reach new geographic
markets, operators in this industry often trade among themselves and
with wholesalers in other sectors.

This practice has gained significant traction over the past five years, as the intensification of wholesale bypass has
constrained revenue from several of the industry's most important markets. Other wholesalers also include the sales
and distribution operations of toy and craft supply manufacturers. Manufacturers' sales branches typically sell their
products to large-scale, national distributors that subsequently sell these products to regional and local wholesalers.
In this way, products reach geographically diverse markets and wholesalers are able to generate revenue without
ever interacting with end users. Overall, sales to other wholesalers are expected to generate 14.6% of industry
revenue in 2021.

DEPARTMENT STORES

Department stores represent another substantial market for industry
companies.

Since these stores generally purchase products in large volumes, these significant cost savings can be transferred
to consumers in the form of discounted prices. Traditionally, these substantial inventory purchases have also
benefited the industry, since the scale and complexity of these orders have encouraged department stores to use
industry-relevant wholesalers as intermediaries. However, as toy and craft supplies manufacturers have actively
integrated distribution functions into their businesses, retailers have increasingly purchased goods directly from
manufacturers. By removing the middlemen and the associated markup in the supply chain, discount department
stores have been able to further reduce their purchase costs and improve their own profit, while siphoning potential
revenue from toy and craft supplies wholesalers. Additionally, demand from department stores has experienced a
decline in recent years as e-commerce sales continue to displace brick-and-mortar purchases. Overall, department
stores are estimated to represent 11.6% of the industry's total revenue in 2021.

OTHER

Other retailers not already included in this market breakdown are
expected to account for an additional 27.5% of total industry revenue in
2021.
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This segment includes a wide range of stores that sell industry-relevant products, such as standalone fireworks
outlets, sporting goods stores, pharmacies, drug stores and other small-scale, specialty stores that carry toys and
other industry goods. Other markets for industry services include hotels, building contractors, individual consumers
and government bodies. Collectively, these relatively small markets segments are expected to represent the
remaining 10.4% of industry revenue in 2021.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Due to the service-based nature of industry activities, the Toy and Craft Supplies Wholesaling industry in Canada
does not participate in international trade, and the value of industry-relevant imports and exports are accounted for
at the upstream manufacturing level. For more information on international trade relating to toys and craft supplies,
refer to IBISWorld report 33993CA.

Business
Locations

  Operators of the Canadian Toy and Craft Supplies Wholesaling industry tend to be in proximity to major ports and downstream
customers to reduce their overhead and transportation costs. As a result, the largest cluster of industry operators is in Ontario,
which is expected to account for 47.7% of all industry establishments in 2021. Ontario contains several key links with the United
States, including the Great Lakes and the Detroit-Windsor Tunnel, making the region an attractive location for industry operators.
As an industry that supplies consumer retail products, another significant driver for industry services is Ontario's substantial
population, which is estimated to account for 38.8% of the total Canadian population.

The second-largest cluster of industry establishments is in Quebec, which accounts for an estimated 22.5% of the nation's
population and 20.5% of all industry establishments in 2021. Quebec is the second-most populous province in Canada, and it
generates a considerable share of the country's manufacturing revenue, largely due to the province's major economic hub,
Montreal. Quebec also has access to major trade routes in Western Europe, as well as a large customer base. British Columbia is
also one of Canada's major provinces, with access to major seaports throughout the entire year, which makes the region an
attractive location for import-based operators. For instance, British Columbia contains Port Metro Vancouver, Canada's largest
port, while the Pacific Highway/Douglas cross-border connection services many shipments to and from Washington and California
in the United States. Overall, British Columbia is estimated to contain 19.0% of industry establishments in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Toy and Craft Supplies Wholesaling industry in Canada has a low level of market share concentration, with the
industry's three largest players accounting for less than 5.0% of the industry's total revenue in 2020. Most industry
operators work on a localized scale, primarily serving downstream markets in proximity to industry distribution and
warehousing centres. Moreover, the industry's low barriers to entry make it easy for new players to enter the
industry and compete with established companies for market share. As a result, the industry is also highly
fragmented, and nonemploying companies are estimated to represent 57.0% of total industry establishments,
according to data from Statistics Canada. Furthermore, an estimated 97.8% of the industry's employing
establishments employ fewer than 100 workers. This highly fragmented structure makes it difficult for players to
expand their market share by achieving economies of scale, limiting industry consolidation. Over the five years to
2021, a decline in the number of industry enterprises has led to market share concentration increasing modestly
during the five-year period. However, the industry remains dominated by small-scale, regional operators.

Key Success
Factors

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

Superior financial management and debt management:
Retailer-specific debt management is important, since the industry has significant exposure to a limited number of
very large retail chains.

Ability to control stock on hand:
Wholesalers are required to have sufficient stock, especially in the lead up to key selling periods, such as the
holiday season.

Proximity to key markets:
Wholesalers must be able to quickly and efficiently freight toys and craft goods to their customers. Mass
merchandisers aim to minimize their inventory on hand by giving preference to wholesale suppliers that provide
prompt service.

Ability to avoid vertically integrated manufacturers:
As an increasing number of retailers purchase directly from manufacturers, wholesalers must be able to compete
and provide value to retailers and manufacturers to avoid wholesale bypass.

Control of distribution arrangements:
Wholesalers can increase profitability through the procurement and management of profitable distribution
agreements with suppliers.

Cost Structure
Benchmarks
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  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 4.7% of industry revenue in 2021, down from
5.6% in 2016. Profit within this industry can vary substantially
depending on the scale and scope of each company's operations.
Larger companies typically benefit from lower operating expenses due
to the efficiency gains that stem from greater economies of scale; these
companies operate large facilities with sufficient capital equipment to
handle large quantities of toy and craft supplies, reducing per-unit
handling costs. Over the five years to 2021, overall industry profitability
has decreased as large retailers and e-commerce-based competitors
have gained market share through vertically integrated operations.
However, many industry operators have adopted up-to-date logistics
and inventory management software, which has assisted in maintaining
acceptable levels of performance.

 

  Wages

Wage costs are expected to account for 8.1% of the industry's total
revenue in 2021. Industry operators require labour inputs for a wide
variety of tasks, including inventory control, quality assurance, repair
and maintenance of facilities, transportation, maintenance of online
infrastructure and other functions. Typically, companies are able to
operate with relatively lean workforces, which enables these operators
to increase revenue without commensurate increases in employment.
Over the five years to 2021, labour remuneration has decreased as a
share of industry revenue as the industry has reduced its reliance on
labour in order to lower costs amid mounting competition from vertically
integrated competitors.

 

  Purchases

Purchase costs are expected to account for 66.0% of industry revenue
in 2021. Since this industry adds little value to the products it sells and
mainly functions as a reseller, purchase costs account for the largest
proportion of industry revenue. During the five-year period, industry
purchase costs have increased. While many operators source products
from inexpensive foreign markets to lower industry purchase costs,
fluctuations in shipping rates and product prices have largely driven
changes in this share of revenue.

 

  Marketing

Marketing costs are expected to account for an additional 3.5% of
industry revenue in 2021. Toy and craft supplies wholesalers typically
maintain a customer base by establishing a reputation in local markets
in addition to fulfilling downstream orders efficiently.

 



Toy & Craft Supplies Wholesaling in Canada August 2021

25 IBISWorld.com

  Depreciation

Overall, depreciation is estimated to account for 0.7% of industry
revenue in 2021, which includes the depreciation of buildings, storage
equipment, distribution vehicles and machinery used to organize and
move products. The cost of depreciation can fluctuate significantly
among industry operators based on the size and number of fixed assets
involved.

 

  Rent

Expenses on rent are estimated to represent an additional 4.2% of
industry revenue in 2021. Most major wholesalers operate through
large networks of distribution centres and warehouses, which require
large plots of land to store inventory and accommodate inbound and
outbound trucks. Additionally, industry operators tend to lease their
warehouses close to their downstream markets and main trading ports.
These costs have accounted for a slightly increasing share of the
industry's total revenue over the past five years.

 

  Utilities

Utilities are expected to account for 1.0% of industry revenue in 2021,
up marginally from 0.8% in 2016.

 

  Other Costs

Other costs incurred by industry operators include administrative
expenses and legal fees. Collectively, these miscellaneous expenses
are estimated to account for the remaining 12.2% of the industry's total
revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  There is little differentiation in the merchandise sold by operators in the
Toy and Craft Supplies Wholesaling industry in Canada, as most of these
products serve as substitutes for each other.

This structure has been reinforced in recent years as upstream toy manufacturers have become increasingly
consolidated, causing the market for toys to become dominated by a few, popular products. As a result, the industry
is highly competitive, with operators competing for market share primarily on the bases of price and product offering.

INTERNAL COMPETITION

The ability to provide an extensive range of products within a
subsegment, such as hobby or craft supplies, is a significant advantage
for wholesalers in this industry, as downstream retailers are able to
efficiently source various toys and craft supplies from a single provider,
instead of negotiating separate contracts with several suppliers.

This practice is particularly relevant for small-scale, specialty toy stores that require a wide range of products to
stock their inventory, while also lacking the time and resources needed to negotiate multiple contracts. As a result,
many operators in this industry have focused on maintaining a large product line to gain a greater distribution
network and appeal to a broader customer base.

Since the market for toy and craft supplies wholesaling is highly competitive, operators often devise individual
pricing strategies to remain in businesses. Some wholesalers are prepared to lower prices and reduce margins on
certain products to gain a greater market share of a particular product segment. Other players set prices in close
consultation with manufacturers. In recent years, large department stores have experienced mounting pressure from
e-commerce sales, and retail supercentres have continued to focus on providing discounted prices, causing industry
wholesalers to experience significant pressure from downstream clients to reduce their prices. This practice has
exacerbated price competition among wholesale operators, with companies offering significant discounts to maintain
supply contracts.

EXTERNAL COMPETITION

Canada's Toy and Craft Supplies Wholesaling industry also experiences
significant external competition from toy and craft supplies
manufacturers.

Over the past decade, a rising number of upstream manufacturers have eliminated the need for wholesalers,
integrating distribution functions into their own businesses. Unfortunately for the industry, this development has
significantly reduced the number of supply contracts available for wholesalers. Moreover, as online sales portals
become prominent, individual consumers will become encouraged to order products directly from manufacturers or
through e-commerce sites which operate their own distribution centres. In turn, as physical retail stores lose
customers to the growing online retail sector, demand for the wholesalers that supply those stores with toys and
craft supplies will decline as well.
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Barriers to
Entry

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

  The Toy and Craft Supplies Wholesaling industry in
Canada is characterized by moderate barriers to entry.
Though there are limited licensing requirements,
government regulations or resource constraints that could
prevent companies from entering the industry, initial
capital investments and high levels of competition can act
as substantial deterrents to potential operators. For
instance, building a viable supply chain and developing a
loyal customer base often require strong brand
recognition and the ability to forgo supply contracts with
mass merchandisers.

As with most companies in the wholesale sector, industry
operators experience significant start-up costs associated
with constructing warehousing and distribution facilities,
purchasing vehicles and hiring salespeople and customer
service representatives to work directly with clients.
Moreover, large-scale wholesalers generally entrench
themselves in the supply chain by establishing online
ordering systems, which link mass merchandisers to
wholesalers and other digital inventory networks.
Acquiring sufficient capital to invest in these technologies
may be difficult for new companies, which can deter these
operators from entering the industry.

High levels of competition, though not traditionally
regarded as a formal barrier to entry, can also deter
small-scale operators from entering the market. Industry
operators experience significant internal competition for a
limited number of downstream retail customers, and many
incumbent companies benefit from established links with
suppliers and retailers that have been built over time. In
particular, the downstream retail market has become
increasingly consolidated over the past five years, with a
handful of stores dominating the retail market for toys and
craft supplies, limiting the number of valuable
partnerships that are available to industry operators. To
compete with established industry leaders, emerging
companies are often forced to discount their prices and
invest heavily in marketing and product promotion,
making it difficult for these operators to remain profitable.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Decline  

Technology Change Medium  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  The Toy and Craft Supplies Wholesaling industry in Canada exhibits a medium level of globalization. Wholesalers in
this industry have increasingly sourced their products from overseas in recent years, largely due to the relatively
inexpensive prices of products procured from overseas manufacturers. However, the prices of most imported
products have remained low during the five-year period as the Canadian dollar has remained relatively strong
compared with the currencies of the country's major trading partners. Fortunately for industry operators, the
Canadian dollar is projected to strengthen in coming years, enabling the industry to source lower cost inputs from
foreign markets. Consequently, the industry is expected to become increasingly globalized over the five years to
2026 as emerging markets increase their exports to Canada and Canadian operators attempt to diversify their
trading partners. Furthermore, as upstream manufacturers continue to siphon demand from industry operators by
cutting out wholesale operators, overall industry globalization is expected to increase, since many of these
manufacturers operate factories, distribution facilities, wholesaling divisions and administration offices in foreign
markets.
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Major Companies
There are no major players in this industry

Other Companies Toyland Company

  Market Share: 0.1%
  Established in 1978, Vancouver, BC-based Toyland Company (Toyland) imports and distributes more than 4,000

types of toys, fireworks and novelty products across Canada. The national scope of the industry's operations is
facilitated through a nationwide network of sales representatives that provide support services for bulk purchases.
Toyland also operates a showroom in Vancouver, which displays the company's inventory of products, in addition to
functioning as a retail space. Toyland is privately held and thus, does not disclose revenue. Nevertheless, IBISWorld
estimates that the company will generate $0.7 million in industry-relevant revenue in 2021.

RP Toys Ltd.

  Market Share: 0.0%
  Founded in 1995, RP Toys Ltd. (RP Toys) is headquartered in Mississauga, ON, and acts as a distributor to a wide

range of retailers and other downstream customers in the region. For the most part, RP Toys focuses on promoting
toy and craft supply brands through established relationships with manufacturers and retailers, which enables the
company to leverage its wholesale networks to provide a value-added service. The company holds vendor contracts
with several major retailers, such as Walmart Inc., Costco Wholesale Corporation, Canada Tire Corporation Limited,
London Drugs Ltd., Sears, Shoppers Drug Mart and Target Brands Inc. RP Toys also offers marketing support to its
customers. In 2021, RP Toys is projected generate industry-relevant revenue of $0.4 million.

Stortz Inc.

  Market Share: 0.0%
  Founded in 2004, Stortz Inc. (Stortz) is a Toronto-based toy and gift distributor, supplying a wide range of toys and

novelty children's products to downstream retailers, including high-demand products such as Mega Bloks, as well as
several niche products. Stortz exemplifies the type of small-scale, regional operator that dominates Canada's Toy
and Craft Supplies Wholesaling industry in Canada. Overall, though Stortz is privately held, IBISWorld estimates that
the company will generate $0.3 million in industry-relevant revenue in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Toy and Craft Supplies Wholesaling industry in
Canada is characterized by a low level of capital intensity.
In 2021, industry operators are expected to spend $0.09 on
capital investments for every $1.00 spent on labour inputs.
This cost structure is typical for industries within the
wholesale sector, as these operators require both labour
and limited investments in capital assets for their daily
operations. The main function of this industry is to deliver
toys and craft supplies to their end markets. Therefore, the
industry requires experienced workers for daily tasks, such
as marketing products and preparing, checking and
shipping orders to customers. In addition, since this
industry experiences substantial internal competition, sales
personnel are needed to help form relationships with key
retailers.

Capital investment within this industry comes primarily in
the form of computer systems, warehouse space, shelving,
forklift trucks and distribution trucks. Over the five years to
2026, the industry is projected to become increasingly
capital intensive as operators continue to implement
automated inventory controls and cloud-based internet
portals to reduce costs and increase efficiency. These
systems will require significant infrastructure and
maintenance, adding to the industry's capital costs. At the
same time, the incorporation of efficient communications
equipment, newer distribution vehicles and computer-
assisted booking and route planning technology will reduce
the industry's reliance on labour inputs for administrative
and maintenance functions.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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

High Innovation
Concentration

Likely 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.

Medium Rate of Entry Potential 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 rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

Both the ease of entry and the rate of entry in the industry are moderate. While these factors do not significantly add to the
threat of disruptive potential, they do not detract from it either.

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 most relevant disruptive force in the Canadian Toy and Craft Supplies
Wholesaling 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 PlayStation and Xbox have been growing in
popularity in households in Canada. Most recently, the growing number of digital devices such as smartphones and tablets
has further pressured the industry, since many enable consumers to download games. 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

  Over the five years to 2021, technological developments within the Toy and
Craft Supplies Wholesaling industry in Canada have been largely focused on
the automation of inventory controls.

Fully automated inventory control systems are often capable of recording inventories, determining minimum order
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quantities, assessing customer credit ratings and generating invoices. Moreover, most of these systems are capable of
producing these results in real time. In recent years, these controls have improved warehouse efficiencies and enabled the
industry's workforce to focus on providing customer service.

The use of electronic ordering and information delivery systems has also become more prominent in recent years as these
systems have become increasingly affordable for small-scale operators. In turn, this development has significantly
improved the cost efficiency of the wholesale distribution model by establishing a more seamless supply chain, in which
end user orders flow directly from reseller websites to distributor logistics centres in closest proximity to the order's
destination.

In contrast to the benefits offered by automated inventory control systems, the expansion of e-commerce poses a
substantial threat to industry operators, since this format offers manufacturers an avenue for bypassing wholesalers and
interacting directly with consumers. The highly competitive nature of the toy market makes this strategy particularly
attractive to upstream toy and craft supplies manufacturers.

The use of electronic tracking devices to locate vehicles and improve turnaround times is another area of technology
innovation within the industry. Global positioning systems and data processing technology provide for instant
communication between vehicles and their supervisors. Many of these systems can provide vehicle positioning within 100
yards, in addition to transmitting data on the vehicle's status and the condition of the driver. This information enables
companies to analyze driving patterns, traffic congestion and fuel consumption to improve profitability. For example, some
operators use this data to propose alternative routes with less traffic congestion.

Revenue
Volatility

The level of volatility is    Medium

  The Toy and Craft Supplies Wholesaling industry in Canada is characterized
by a moderate level of revenue volatility, with year-to-year revenue growth
rates ranging from a 3.6% rise in 2017 to an 8.0% decline in 2020.

Changes in international exchange rates, per capita disposable income, consumer sentiment and procurement prices can
induce significant revenue volatility within this industry. For instance, since imported products satisfy most domestic
demand for toys in Canada (for more information, please refer to IBISWorld report 33993CA), any change in the strength of
the Canadian dollar relative to the currencies of the nation's major trading partners can influence downstream demand by
influencing the prices of toys in the domestic market. Additionally, while international trade relating to toys and craft supplies
is recorded at the upstream manufacturing level by convention, wholesalers in this industry frequently import toys and craft
supplies for the domestic market. As a result, any change in these purchasing costs can have an effect on domestic prices
and the industry's overall profitability.

Changes in consumer sentiment and per capita disposable income also influence downstream demand for industry
services. For instance, during periods of stable economic growth, industry operators typically benefit from steady growth in
per capita disposable income and increased consumer spending on nonessential items, such as those transported and
distributed by industry operators, which causes the industry to experience relatively stable growth. Similarly, when
consumer confidence is high, consumers tend to purchase more toys and craft supplies, especially during the holiday
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season. Conversely, when consumer confidence falls, people generally cut back discretionary spending, causing industry
revenue to decline. Over the five years to 2021, disposable income in Canada has experienced relatively steady growth
aside from a large boost from policy in 2020, while growth in Canadian consumer confidence has been somewhat volatile,
leading to a moderate level of overall industry revenue volatility.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

The Toy and Craft Supplies Wholesaling industry in Canada is subject to a low
level of regulatory oversight, as there are no industry-specific regulations that
directly affect industry wholesalers.

For instance, companies in this industry must obtain a wholesaling licence to operate, but this regulation is not unique to toy
and craft supplies wholesalers. However, while most regulations relating to the toy sector are enforced at the upstream
manufacturing level, wholesalers can also be held liable for noncompliance with manufacturing regulations in certain
instances.

For the most part, Health Canada is responsible for devising and enforcing regulations regarding health and safety
associated with toys and craft supplies. Additionally, the Canada Consumer Product Safety Act (CCPSA) enforces several
health and safety regulations relating to the Toy, Doll and Game Manufacturing industry in Canada (IBISWorld report
33993CA). Most of these regulations 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 regulations relating to asbestos, lead, glazed
ceramics and glassware, hazardous products, phthalates, science education sets, surface coating materials and textile
flammability.

Industry operators also interact with regulations that specify that a child must not be exposed to reasonably foreseeable
mechanical hazards during play. Mechanisms for measuring and enforcing this standard 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 the children intending to use the toy. 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 during a period of
time, and then the toy is inspected for any health and safety hazards it may pose in such a scenario.

Other sections of the CCPSA lay out regulations regarding the packaging of toys and their other components, which may
result in a choking hazard. Specific guidelines established by the act dictate that flexible film bags used for toy packaging
that are 356.0 millimetres or larger must bear a suffocation hazard warning in both of Canada's official languages (i.e.
English and French). Additionally, as per Health Canada, any toy that is large enough for a child to enter or be placed
inside, such as a toy box, must have ventilation holes or openings on two or more sides to prevent suffocation.

Industry
Assistance

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

Operators in the Toy and Craft Supplies Wholesaling industry in Canada are
primarily engaged in providing wholesale and distribution services to
domestic clients.

As a result, the industry is not subject to trade tariffs. Moreover, operators do not typically receive direct government
subsidies or grants. Consequently, industry assistance is low, though operators benefit substantially from the presence of
industry trade associations. For instance, the Canadian Toy Association (CTA) represents toy manufacturers, wholesalers,
retailers and toy importers across the nation. Founded in 1932, the CTA is a nonprofit organization that aims to foster
cooperation and best practices within the toy sector. The CTA also organizes the Toy Fair, the association's 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, which works to promote fair wages, establish health and safety
regulations, and improve working conditions within the industry.

Due to the unprecedented effect of the coronavirus pandemic on the Canadian economy, federal and provincial
governments have provided substantial support measures to both businesses and households. Industry operators that met
certain eligibility requirements were assisted via wage subsidies and low-interest borrowing arrangements. These relief
programs include the Canada Emergency Wage Subsidy (CEWS), which covers up to 75.0% of an employee's wages up to
a maximum $847.00 per week, and several lending programs, such as the Business Credit Availability Program (BCAP)
offered through Export Development Canada (EDC) to help support business's cashflow management.
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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
disposable
income ($)

2012 1,266 106 639 677 3,735 N/A N/A 173 N/A 28,883
2013 1,473 275 578 631 3,971 N/A N/A 174 N/A 29,369
2014 1,234 218 667 587 2,795 N/A N/A 127 N/A 29,466
2015 1,266 217 662 582 2,666 N/A N/A 129 N/A 30,804
2016 1,184 199 629 580 2,432 N/A N/A 124 N/A 30,332
2017 1,227 203 615 580 2,293 N/A N/A 123 N/A 30,675
2018 1,260 213 610 591 2,542 N/A N/A 136 N/A 30,647
2019 1,278 186 600 578 1,920 N/A N/A 104 N/A 30,852
2020 1,176 113 610 574 1,804 N/A N/A 97.1 N/A 33,275
2021 1,206 162 620 581 1,801 N/A N/A 97.5 N/A 32,048
2022 1,192 160 613 575 1,765 N/A N/A 95.7 N/A 32,511
2023 1,182 158 607 570 1,735 N/A N/A 94.2 N/A 32,674
2024 1,173 157 603 567 1,710 N/A N/A 93.0 N/A 32,771
2025 1,163 155 600 564 1,687 N/A N/A 91.8 N/A 32,852
2026 1,153 154 597 561 1,659 N/A N/A 90.4 N/A 32,958

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2012 -11.8 62.4 -6.58 -6.50 3.40 N/A N/A 6.25 N/A 1.73
2013 16.3 160 -9.55 -6.80 6.31 N/A N/A 0.28 N/A 1.68
2014 -16.2 -20.8 15.4 -6.98 -29.6 N/A N/A -26.7 N/A 0.33
2015 2.54 -0.42 -0.75 -0.86 -4.62 N/A N/A 1.17 N/A 4.53
2016 -6.44 -8.57 -4.99 -0.35 -8.78 N/A N/A -3.96 N/A -1.54
2017 3.62 2.26 -2.23 0.00 -5.72 N/A N/A -0.89 N/A 1.12
2018 2.68 4.87 -0.82 1.89 10.9 N/A N/A 10.9 N/A -0.10
2019 1.42 -12.6 -1.64 -2.20 -24.5 N/A N/A -23.8 N/A 0.66
2020 -7.96 -39.4 1.66 -0.70 -6.05 N/A N/A -6.37 N/A 7.85
2021 2.52 43.7 1.63 1.21 -0.17 N/A N/A 0.41 N/A -3.69
2022 -1.15 -1.30 -1.13 -1.04 -2.00 N/A N/A -1.85 N/A 1.44
2023 -0.83 -1.07 -0.98 -0.87 -1.70 N/A N/A -1.57 N/A 0.50
2024 -0.78 -0.95 -0.66 -0.53 -1.45 N/A N/A -1.28 N/A 0.29
2025 -0.86 -0.96 -0.50 -0.53 -1.35 N/A N/A -1.30 N/A 0.24
2026 -0.88 -0.91 -0.50 -0.54 -1.66 N/A N/A -1.53 N/A 0.32

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 8.35 N/A N/A 339 13.7 5.85 46,372
2013 18.7 N/A N/A 371 11.8 6.87 43,742
2014 17.7 N/A N/A 442 10.3 4.19 45,546
2015 17.2 N/A N/A 475 10.2 4.03 48,312
2016 16.8 N/A N/A 487 10.4 3.87 50,863
2017 16.5 N/A N/A 535 9.99 3.73 53,467
2018 16.9 N/A N/A 496 10.8 4.17 53,501
2019 14.6 N/A N/A 666 8.11 3.20 54,010
2020 9.58 N/A N/A 652 8.25 2.96 53,825
2021 13.4 N/A N/A 670 8.08 2.90 54,137
2022 13.4 N/A N/A 675 8.03 2.88 54,221
2023 13.4 N/A N/A 682 7.97 2.86 54,294
2024 13.4 N/A N/A 686 7.93 2.84 54,386
2025 13.3 N/A N/A 690 7.89 2.81 54,416
2026 13.3 N/A N/A 695 7.84 2.78 54,491

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

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

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

Industry Jargon AGE COMPRESSION
The state where children outgrow toys at a younger age than the target market, resulting in greater demand for more
adult-like merchandise.

TWEENS
A child between the ages of 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.

YOUTH ELECTRONICS
Toys and learning games that operate using electricity and lower level computers. They are exemplified by toy
robots, simple handheld gaming systems and remote control devices.

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

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

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

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

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

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

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

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

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

INDUSTRY CONCENTRATION



Toy & Craft Supplies Wholesaling in Canada August 2021

35 IBISWorld.com

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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