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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 still expected to grow for the Computer and Packaged Software Wholesaling industry despite the
adverse economic effects caused by the COVID-19 (coronavirus) pandemic. For more detail, please see the Current
Performance chapter.

· Industry profit is expected to decline slightly, partially due to the coronavirus pandemic. For more detail, please see
the Cost Structure Benchmarks chapter.

· Demand from the industry's major markets is still expected to remain strong despite rising wholesale bypass and
the uncertain economic conditions 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 primarily wholesales computers, servers, computer peripheral equipment, loaded computer boards and

computer software.

Major Players SYNNEX

Tech Data Corporation

Ingram Micro Inc.

Main Activities The primary activities of this industry are:

Computer (desktop, laptop, notebook, tablet) distribution

Systems (rack, tower and blade server) distribution

Computer peripheral (printer, scanner, projector, monitor) distribution

Component product (processor, motherboard, hard drive) distribution

Packaged software distribution

The major products and services in this industry are:

Computers

Peripheral equipment

Software

Parts and equipment

Services

Printers

Other
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Supply Chain

SIMILAR INDUSTRIES

Computer Manufacturing in
Canada

Computer Peripheral
Manufacturing in Canada

Consumer Electronics Stores in
Canada

Software Publishing in Canada

Electronic & Computer Repair
Services in Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Computer & Packaged Software
Wholesaling in the US

Computer and Computer
Peripheral Wholesaling in
Australia

Computer & Peripheral
Equipment Wholesaling in the UK

Computer and Computer Peripheral
Wholesaling in New Zealand

Information and Communication
Equipment Wholesaling in Ireland
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Industry at a Glance
Key Statistics

$37.9bn
Revenue

Annual Growth

2016–2021

1.6%

Annual Growth

2021–2026

2.8%

Annual Growth

2016–2026

 

$1.4bn
Profit

Annual Growth

2016–2021

-0.5%

  Annual Growth

2016–2021

 

3.7%
Profit Margin

Annual Growth

2016–2021

-0.4pp

  Annual Growth

2016–2021

 

1,419
Businesses

Annual Growth

2016–2021

-2.6%

Annual Growth

2021–2026

-0.3%

Annual Growth

2016–2026

 

24,544
Employment

Annual Growth

2016–2021

0.9%

Annual Growth

2021–2026

1.7%

Annual Growth

2016–2026

 

$2.1bn
Wages

Annual Growth

2016–2021

1.2%

Annual Growth

2021–2026

1.9%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

5.8%
Private investment in computers
and software

1.8%
Per capita disposable income

9.1%
Corporate profit

0.7%
Number of businesses

-0.3pp
Overnight rate

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Regulation & Policy

Light / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Technology Change

Medium

  Barriers to Entry
Medium / Increasing   Industry Globalization

Medium / Increasing

  Competition
Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady

 

Key Trends

 Business expenditures on computers has led to an increase
in industry revenue and demand

 The industry has experienced a decline in software as share
of revenue over the past five years

 Declining prices for computers and peripherals have
challenged wholesalers to meet fixed costs

 Cloud computing and portable devices are expected to
become a larger share of industry revenue

 Industry operators are expected to increase their workforces
to offer value-added services

 Small businesses are expected to contend with increasing
external competition

 The industry has benefited from a shift in consumer
preference toward mobile products
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  Overnight rate

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Performance Drivers

  Private investment in computers and software
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Executive Summary Ready to install: Industry revenue will likely grow despite falling software
sales due to the shift to cloud computing

The Computer and Packaged Software Wholesaling industry in Canada primarily sells computers, servers,
packaged software and peripherals to businesses or resellers, which supply establishments with information
technology (IT) equipment. Over the five years to 2021, increased consumer spending in Canada has helped foster
new business formation and investment in computers and software, which has helped companies maintain a high
level of IT and industry-related expenses. As downstream demand improved, industry revenue has increased, rising
an annualized 1.6% to $37.9 billion over the five years to 2021. Moreover, the industry has benefited from a shift in
consumer preference toward mobile products, such as laptops and tablets, and away from traditional desktop
computers. As a result, revenue is expected to rise 5.9% in 2021 alone. This increase in 2021 can also be attributed
to the expected economic recovery after adverse economic effects due to the COVID-19 (coronavirus) pandemic.

Although industry revenue has grown over the past five years, the price of computers and peripheral equipment has
declined, resulting in lower industry profit, especially for smaller operators that are not able to use their size and
relationships with suppliers to reduce the damage caused by declining prices. Wholesaler revenue has also been
tempered by the practice of wholesale bypass, in which manufacturers forego wholesale distributors entirely, selling
directly to retailers or consumers. To counteract the revenue lost from wholesale bypass, operators have focused on
providing superior customer service. This, combined with an improving Canadian economy, is expected to fuel a
resurgence in demand for IT equipment and computers moving forward.

Industry revenue is expected to increase an annualized 2.7% to $43.4 billion over the five years to 2026. Both
corporate profit and business formation are projected to rise, prompting investments in software and technological
equipment. Consequently, sales of computers and computer-related products are forecast to rise, contributing to
industry revenue growth despite falling software sales due to a shift to cloud computing and software as a service
business models by upstream publishers. Moreover, as businesses modernize their technological infrastructures,
adapting to a borderless work environment, sales of mobile computing equipment will likely follow, providing the
impetus for increased revenue and demand.
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Industry Performance

Key External
Drivers

Private investment in computers and software

Since businesses are the largest downstream market for this industry, rising levels of private expenditure on
computers, software and peripheral equipment lead to increased industry demand and revenue. In 2021, private
investment in computers and software is expected to increase.

 

Corporate profit

When business conditions improve and corporate profit rises, companies have demand and cash on hand to invest
in their capital infrastructure, which includes spending on computers, software and industry-related equipment.
Corporate profit is expected to increase in 2021.

 

Number of businesses

As all types of businesses now require some form of IT spending, an increase in the number of businesses in
Canada generally facilitates an increase in industry revenue. The number of businesses in Canada is expected to
increase in 2021, representing a potential opportunity for the industry.

 

Overnight rate

Corporate spending, even IT spending, is dependent on the availability of credit and lending rates. When interest
rates are low, businesses are more prone to take out loans, which can be used for computer, software and IT
equipment upgrades and expansions. Therefore, falling short-term interest rates, such as the overnight rate, can
lead to increased industry demand. The overnight rate is expected to decrease in 2021.

 

Per capita disposable income

During periods of low disposable income, retail demand for computer equipment and software declines because
consumers with less cash on hand must delay or cut back on their discretionary spending. Subsequently, wholesale
demand falls as retailers purchase fewer products to stock their inventories. In contrast, when disposable income
increases and demand for industry goods rises, retailers will likely purchase more products from wholesalers,
leading to higher industry demand. Per capita disposable income is expected to decrease in 2021, posing a potential
threat to the industry.

 



Computer & Packaged Software Wholesaling in Canada March 2021

11 IBISWorld.com

Current
Performance

Over the five years to 2021, the Canadian Computer and Packaged
Software Wholesaling industry has benefited from increased demand for
computers and software as companies in the Canadian private sector
continue to invest in technology.

As private investment in computers and software has increased, so has the number of businesses and corporate
profit in Canada. Due to these positive forces, industry revenue has increased, rising an annualized 1.6% to $37.9
billion over the five years to 2021, including an increase of 5.9% in 2021 alone. This growth in 2021 can be mainly
attributed to the expected economic recovery following the COVID-19 (coronavirus) pandemic. Since revenue fell
4.3% in 2020 due to the adverse economic effects of the pandemic, demand has been able to rise again as
economic conditions begin to improve domestically.

INCREASED BUSINESS DEMAND

During the period, the industry has benefited from improved economic
conditions in Canada.

For example, per capita disposable income and new business formation have increased slightly, with per capita
disposable income rising at an annualized rate of 1.6% over the five years to 2021, while the number of businesses
has grown an annualized 0.2% during the same period. When disposable income rises and demand for industry
goods increases, retailers will likely purchase more products from wholesalers, leading to higher industry demand.
Additionally, as the number of businesses and consumer spending have both risen, businesses are expected to
demand more office essentials, such as computers, to support their burgeoning workforces. Consequently, private
investment in computers and software has grown an annualized 3.4% over the five years to 2021. As businesses
comprise the largest downstream market for the industry, business expenditures on computers and related
equipment has ultimately led to an increase in industry revenue and demand over the past five years.

The growing demand for computers and software from businesses has resulted in an increased reliance on digital
infrastructure, premised on the ability to connect to the internet. Internet connectivity directly influences software use
and peripheral equipment sales at the consumer level while indirectly boosting business adoption of information
technology to serve a connected populace. The number of fixed broadband connections has increased an
annualized 3.3% over the five years to 2021, indicating expanding internet connectivity and broadband spectrum of
which consumers and businesses alike can take advantage. Ultimately, the ability to connect to the internet has
bolstered demand from consumer markets that trickle upward to key retail and business markets.

CHANGE IN PRODUCT MIX

Following a shift in consumer preferences, businesses have increasingly
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forgone traditional desktops in favour of portable devices, such as
laptops and tablets.

Employees can now connect to files from anywhere and are no longer tied to the office desktop. Employers,
acknowledging the potential for increased productivity from this mobile office environment, have increasingly
purchased laptops and tablets to replace traditional desktops, leading to increased computer sales for industry
operators over the past five years. The declining cost of computing power has led to laptops and tablets being
offered at lower prices during the period, enticing employers and consumers to increase purchases of these items.

At the same time, the industry has experienced a decline in software as share of revenue over the past five years
due to software publishers' movement toward a software as a service (SaaS) business model. In this model,
customers do not purchase a physical copy of the program. Rather, they obtain software directly from the publisher
via the internet and pay periodically for the licence to use it. Since this does not require the software to be packaged
and physically shipped to a customer, industry wholesalers have largely been uninvolved in these sales.

MARGINAL EFFECTS OF WHOLESALE BYPASS

Whereas wholesale bypass, a process in which manufacturers forego
wholesale distributors and sell directly to retailers or consumers, is
common, industry operators have learned to exploit certain benefits in the
wholesale distribution model, particularly focusing on downstream
business and reseller markets.

Businesses, unlike the everyday consumer, purchase a wide stock of IT products from multiple manufacturers to
satisfy their expansive IT requirements. Procuring these items directly from various manufacturers would entail
multiple calls or orders. Conversely, industry wholesalers offer a wide assortment of products and the ease of
dealing with one point of contact. For example, major player Ingram Micro Inc. (Ingram Micro) distributes IT
equipment from more than 1,500 manufacturers and suppliers, consolidating a range of products and services into
one distribution option. In addition, industry operators employ knowledgeable salespeople that possess the technical
expertise to choose the best product for their customers, adding a customer support element and encouraging
customer loyalty. Furthermore, wholesalers commonly sign long-term contracts with downstream customers, setting
up regularly scheduled product deliveries with service and maintenance packages to diversify their revenue streams.

PROFIT AND PARTICIPATION

Declining prices for computers and peripherals have challenged
wholesalers to meet fixed costs for their businesses, such as warehouse
space and equipment.

As a result, computer and software wholesalers have struggled with profit over the past five years, and as a result,
many businesses have exited the industry. Thus, the number of operators in the industry has fallen an annualized
2.6% to 1,419 companies over the five years to 2021. However, industry employment has increased an annualized
0.9% to 24,544 workers during the same period. Although profit has generally been low in recent years, a spike in
demand over the past five years has aided the average profit margin for larger companies in the industry that have
leveraged their size and relationships with suppliers to reduce the damage done from declining computer prices.
The four largest operators, Ingram Micro, Synnex Corporation, Tech Data Corporation and Arrow Electronics Inc.,
have all increased their profit over the five years to 2021, despite industry profit decreasing as a whole. The average
industry profit margin, measured as earnings before interest and taxes, is expected to decrease from 4.1% of
revenue in 2016 to 3.7% of revenue in 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)

Private
investment in

computers
and software

($b)
2012 32,261 4,181 2,407 1,928 30,502 N/A N/A 2,661 N/A 26.3
2013 30,967 3,374 2,278 1,868 26,836 N/A N/A 2,238 N/A 27.2
2014 33,159 3,591 2,216 1,768 26,310 N/A N/A 2,066 N/A 28.4
2015 34,491 3,902 2,177 1,711 25,995 N/A N/A 2,057 N/A 27.8
2016 35,060 3,680 2,070 1,620 23,512 N/A N/A 1,953 N/A 27.8
2017 36,801 4,223 2,014 1,575 24,367 N/A N/A 2,144 N/A 29.5
2018 36,856 4,045 2,023 1,587 24,940 N/A N/A 2,089 N/A 31.3
2019 37,392 4,051 1,907 1,492 24,755 N/A N/A 2,083 N/A 31.5
2020 35,776 2,808 1,822 1,418 23,754 N/A N/A 1,997 N/A 30.2
2021 37,896 3,849 1,831 1,419 24,544 N/A N/A 2,074 N/A 32.9
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Industry Outlook
Outlook Over the five years to 2026, revenue for the Canadian Computer and

Packaged Software Wholesaling industry is projected to benefit from
increased demand as businesses continue to boost their IT spending to
modernize their technological infrastructures and adapt to an increasingly
mobile office environment.

Rising consumer spending and corporate profit across Canada is expected to bolster business budgets for
computer, software and peripheral equipment.

Aiding demand, the price of computers and peripheral equipment is projected to decline over the next five years,
making industry products more attractive for purchase. Furthermore, corporate profit, which has fluctuated over the
five years to 2021, is projected to rise at an annualized rate of 2.2% over the five years to 2026. As a result,
IBISWorld projects that industry revenue will increase at an annualized rate of 2.7% to $43.4 billion over the next
five years.

CONSUMER TRENDS WILL AFFECT PRODUCTS OFFERED

The trend of device portability is anticipated to continue over the next five
years, especially as prices for portable computers and tablets decrease
and performance improves.

Accordingly, industry operators are expected to respond by offering more of these products over the next five years.

Another influence on the industry moving forward will likely be the trend toward cloud computing. Software
publishers, computer manufacturers and industry wholesalers are anticipating an accelerated move toward cloud
computing, whereby storage and computing tasks are handled by networked machines and information is stored on
off-site servers in massive data centres, which are facilities that house many servers. Over the next five years, cloud
computing and portable devices are expected to become a larger share of industry revenue, as businesses demand
these items at greater rates.

GROWING DEMAND FROM BUSINESSES

Increased demand from businesses is expected to bolster industry
revenue over the next five years.

Private investment in computers and software is expected rise at an annualized rate of 6.5% over the five years to
2026, according to IBISWorld projections, as information technology will likely gain further prevalence across all
sectors of the Canadian economy, necessitating new investment in software and computer equipment. Growth in
corporate profit will likely continue to support private investment in computers and software during the outlook period
as companies have increased funds to purchase laptop and desktop computers and peripherals such as printers
and keyboards.

Businesses in general require more computing power and are also more likely to invest in continual upgrades of
software and hardware to ensure high productivity. Direct sales to businesses, which are the single largest market



Computer & Packaged Software Wholesaling in Canada March 2021

15 IBISWorld.com

for the industry, will likely grow over the coming years. However, challenged by high levels of competition and
continually declining selling prices for their products, many wholesalers will likely expand their ancillary service
offerings, which provide an additional revenue stream and deepen customer relationships. Currently, the most
common services offered by industry operators include repairs, installation, equipment rentals and software
customization. During the outlook period, industry operators are expected to increase their workforces to offer value-
added repair, installation and design services. As a result, industry employment is projected to increase at an
annualized rate of 1.7% to 26,710 employees over the five years to 2026.

INDUSTRY LANDSCAPE

Many companies in the industry operate on a regional level serving local
customers.

However, these small businesses are expected to contend with increasing external competition. Disintermediation,
the practice of cutting wholesalers out of the supply chain, is forecast to become more prevalent as upstream
manufacturers take further advantage of direct-to-consumer sales through online platforms. Larger industry
operators will likely be affected to a lesser degree since many purchase large-scale contracts with manufacturers
that can lower per unit purchase costs and ultimately achieve a competitive advantage over their competitors. This
trend is expected to continue over the next five years as smaller companies are forced to sell their operations due to
diminished returns. Ultimately, the number of enterprises is expected to fall, decreasing at an annualized rate of
0.3% to 1,400 companies over the five years to 2026. While profit, measured as earnings before interest and taxes,
is expected to rise marginally and account for 3.9% of industry revenue in 2026, smaller wholesalers may
experience a lower margin caused by their inability to compete with larger wholesalers on costs.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Private
investment in

computers
and software

 ($b)
2021 37,896 3,849 1,831 1,419 24,544 N/A N/A 2,074 N/A 32.9
2022 39,498 3,999 1,833 1,416 25,128 N/A N/A 2,131 N/A 35.2
2023 40,615 4,109 1,827 1,408 25,520 N/A N/A 2,170 N/A 37.9
2024 41,567 4,211 1,825 1,404 25,935 N/A N/A 2,208 N/A 40.2
2025 42,484 4,295 1,826 1,403 26,330 N/A N/A 2,245 N/A 42.6
2026 43,393 4,382 1,826 1,400 26,710 N/A N/A 2,280 N/A 45.1
2027 44,293 4,470 1,835 1,405 27,128 N/A N/A 2,318 N/A 47.7
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is moving in line with the overall economy

The industry has established downstream markets

There is consolidation activity in the industry

The Computer and Packaged Software Wholesaling industry in Canada is in the mature stage of its life cycle,
characterized by slow growth rates, market acceptance, static product offerings and consolidation activity. Industry
value added (IVA), which measures an industry's contribution to the overall economy, is expected to increase at an
annualized rate of 1.8% over the 10 years to 2026. Conversely, Canadian GDP is anticipated to increase at an
annualized rate of 1.7% during the same period. Although IVA is growing slightly faster than GDP, this typically
indicates that the industry is gradually expanding as a share of the national economy; however, there are other
factors that contribute to this industry's maturity.

The industry distributes to fixed and established downstream markets, which are highly cyclical and tied to economic
drivers, such as consumer spending, corporate profit and business spending on computers and IT equipment. As a
result, the industry is indelibly tied to broader macroeconomic conditions, which is indicative of maturity. While there
have been technological innovations in the delivery of wholesaling services, most of these advances have occurred
outside of the industry, lending further evidence to the industry's mature status.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumer Electronics Stores in Canada

Department Stores in Canada

Warehouse Clubs & Supercentres in Canada

2nd Tier

Finance and Insurance In Canada

Professional, Scientific and Technical Services In
Canada

Consumers in Canada

Key Selling Industries
1st Tier

Computer Manufacturing in Canada

Computer Peripheral Manufacturing in Canada

Software Publishing in Canada

2nd Tier

Industrial Machinery & Equipment Wholesaling in
Canada

Plastic & Resin Manufacturing in Canada

Circuit Board & Electronic Component Manufacturing in
Canada

Products & Services

  Despite the COVID-19 (coronavirus) pandemic, demand for most products
wholesaled by the Canadian Computer and Packaged Software
Wholesaling industry is still expected to increase over the five years to
2021.

This increase can be mainly attributed to the fast technological growth experienced in the upstream manufacturing
industry. As new and improved computers and software's get created, consumers and businesses will likely
purchase the most up to date technology so that they can stay efficient in their day-to-day operations.

PERIPHERAL EQUIPMENT

Peripheral equipment includes a broad range of data systems and other
related products, and is expected to account for 33.1% of industry
revenue in 2021.

Data system products include rack, tower and blade servers as well as server accessories and networking products.
Demand for these products is ultimately driven by downstream corporate and business clientele, since these
products are designed to store data and process tasks at a level far exceeding a self-standing personal computer.
Many businesses have enlisted off-site or cloud-based data storage services in lieu of traditional data systems,
which, alongside the decline in computer prices, has caused data systems' share of revenue to decline over the past
five years.

Sales of peripheral equipment traditionally move in line with sales of computers. When customers purchase a
computer, they require mice, keyboards, printers and other related equipment. However, the shift away from desktop
computers has limited sales of some computer peripherals. Printers, for example, are expected to account for 4.8%
of industry revenue in 2021, but are likely to experience diminished demand over the coming years due to the rising
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use of cloud storage and electronic document transfers. Ultimately, with shipments of desktop computers
decreasing, demand for some peripherals is also likely to decline.

COMPUTERS

Computers and related products account for a major share of industry
revenue.

This segment includes desktop systems, laptops, notebooks and tablets, and is expected to account for 26.9% of
industry sales in 2021. Consumer demand for laptops and tablets, which typically come at lower costs, has rapidly
risen over the past decade. While demand for desktops has cooled, these products still represent a substantial
portion of sales for the industry's downstream business markets. Although investment in computer equipment has
continued among both businesses and consumers during the period, a shift to lower-price products has decreased
this segment's share of revenue.

PARTS, EQUIPMENT AND SERVICES

Apart from peripheral sales, some computer parts are destined to replace
rather than augment computer performance.

Since the industry's primary market is other businesses, many primary clients are reluctant to purchase a fleet of
new computers and software each year. Instead, as a cost-cutting initiative, many pursue contracts that include
maintenance service and the potential to purchase computer parts including electronic components, motherboards
and semiconductors and equipment such as computer hardware and specialized tools for repair. However,
competition from operators in the Electronic Part and Equipment Wholesaling industry in Canada (IBISWorld report
41732CA) places downward pressure on this segment's share of revenue, generating an estimated 9.8% of revenue
in 2021.

Many operators include clauses in long-term contracts for maintenance and repair, but these services make up a
negligible portion of industry revenue. While maintenance can take up a significant amount of time and can
represent a sizable portion of a distribution contract, these services are typically rendered by operators at heavy
discounts to encourage clients to stay with them long term. As a result, while services comprise a substantial portion
of industry operators' day-to-day responsibilities, these services are expected to only account for 0.2% of industry
revenue in 2021, remaining a stable share of revenue during the period.

SOFTWARE AND OTHER

Software is expected to generate 13.1% of industry revenue in 2021.

Software revenue is also in a state of contraction due to software publishers' adoption of the software as a service
(SaaS) business model. In the SaaS model, software is hosted on the publisher's servers and users pay a
subscription fee to access the software over the internet rather than purchasing physical media such as CDs for the
user to install on his or her own computer. As a result, the SaaS model bypasses wholesalers. However, there is
some relatively consistent demand for software because many customers purchase certain types of software, such
as operating system software, in a bundle with computers and peripherals. As a result, this segment has risen as a
share of revenue over the past five years. Additionally, all other products and services account for 12.1% of revenue
in 2021, remaining a stable share of revenue during the period.

Demand
Determinants

The Computer and Packaged Software Wholesaling industry in Canada
sells computer hardware, software and peripheral equipment to various
clients.

The largest market includes businesses of all sizes, which purchase these products either directly from industry
operators or through other wholesale and corporate resellers. Demand in this industry is driven by corporate profit
and private sector investment in software, equipment and IT. During periods of poor economic performance,
businesses tend to postpone or cut IT spending, as economic factors, such as declining employment, consumer
spending and access to lending markets, cut into corporate profit and curtail business investments. The opposite is
also true; when corporate profit rises, cash-rich companies tend to ramp up their software, hardware and networking
purchases and build data centres to enhance efficiencies. Ultimately, broader macroeconomic factors, such as
disposable income and consumer spending, are salient indicators of corporate performance, driving economic
activity from the consumer perspective.

For these reasons, technological development can encourage an increase in industry revenue. New computer
hardware and software products often incorporate innovations that help users increase their productivity and accrue
new revenue generating opportunities. Conversely, companies that maintain older IT hardware and software can
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find themselves at a competitive disadvantage, encouraging active investment in industry products and services. As
a result, steady product innovation from upstream suppliers and ancillary industries across the technology sector
can provide a stable stream of recurring demand for the industry.

Major Markets

  Demand from the Canadian Computer and Packaged Software
Wholesaling industry's major markets is expected to increase over the
five years to 2021.

  Despite the COVID-19 (coronavirus) pandemic, the industry's major markets are still expected to demand the
products offered, since computers and software's are crucial products for almost any person or business.

BUSINESSES FOR END USE

The industry's largest market is businesses for end use, which accounts
for an estimated 50.3% of industry revenue in 2021.

Businesses commonly purchase computers, printers, software, data systems and other industry-related equipment
from multiple hardware manufacturers and software publishers. Sourcing all these products from a single industry
wholesaler therefore leads to inherent efficiencies and more tailored business solutions. Over the five years to 2021,
increased private spending on IT equipment has bolstered this segment's share of industry revenue.

OTHER WHOLESALERS

Two other major markets for industry operators are other wholesalers, or
resellers, and retailers.

Combined, these markets are expected to account for 34.4% of industry revenue in 2021. Some resellers sell
directly to households and businesses, also known as bypassing retailers, through mail order, telephone and
internet sales, while other resellers can establish their own retail outlets. Increasing online sales and quicker
expansion into other markets has enabled the wholesaler and retailer segments' shares of revenue to grow over the
five years to 2021, with retailers capturing 15.4% of revenue and other wholesalers comprising 19.0% of revenue.

GOVERNMENT

Federal, provincial and local governments are expected to comprise
11.8% of industry revenue in 2021.

Similar to businesses, governments and governmental agencies purchase a diverse array of computing equipment
from various manufacturers and rely on industry wholesalers to streamline this process. Many industry operators
have long-term contracts with these government entities offering to supply and upgrade computers and procure
replacement components for a guaranteed period. Consequently, the industry's largest players typically garner these
contracts because they can offer lower prices and a more comprehensive list of product offerings. This market's
share of industry revenue has remained relatively stable over the past five years due to heightened growth in other
markets.
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OTHER

Other markets are varied and are expected to represent a negligible 3.5%
of industry revenue in 2021.

Individual consumers are projected to capture only 0.4% of industry revenue, while the remaining 3.1% is generated
from educational institutions, nonprofits and international markets. Demand from these markets is generally stable,
although growth from other markets has resulted in this group's share of revenue to decrease over the past five
years.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

As a wholesaling industry, the federal government does not compile trade data on operators in the Computer and
Packaged Software Wholesaling industry in Canada. Regardless, imports and exports of computers and peripheral
equipment are high, with top import and export destinations including the United States and emerging markets, such
as China. For more on international trade of computers and peripheral equipment, refer to IBISWorld reports
33411aCA and 33411bCA. Nonetheless, while trade data is not readily available for this industry, the rising levels of
globalization are conducive to increased international trade, which manifests in both the distribution of physical
media such as CDs and hardware across national borders, as well as the sale of software through the digital
marketplace to international clients.

Business
Locations

  Establishments in the Computer and Packaged Software Wholesaling industry in Canada closely mirrors the distribution of the
population, economic activity, the concentration of technology-related industries and the location of computer equipment and
software manufacturers.

Ontario

Ontario, which accounts for an estimated 53.9% of industry establishments in 2021, is Canada's most populated province. It is
also the prime contributor to Canada's private and public service sector. Additionally, Ontario is home to high-technology, health



Computer & Packaged Software Wholesaling in Canada March 2021

21 IBISWorld.com

and life sciences and financing companies, all of which commonly demand industry-related hardware, software and peripheral
equipment. Furthermore, proximity to key US markets and suppliers makes Ontario an attractive location for industry operations.

Quebec

Quebec is expected to account for 17.8% of industry establishments in 2021. This region is also home to knowledge sectors, such
as aerospace, life sciences, information technologies and telecommunications, which demand industry-related products and
equipment. Quebec is Canada's second-most populated province, helping drive demand for industry products ultimately destined
for retail markets.

British Columbia

British Columbia is expected to account for 12.7% of industry establishments in 2021. The province hosts major high-tech
industries, with International Business Machines Corporation, Microsoft Corporation and Intel Corporation all having offices and
operations in British Columbia. Industry operators in this region benefit from proximity to suppliers and downstream business
markets. All other provinces each account for less than 10.0% of industry establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Computer and Packaged Software Wholesaling industry in Canada experiences a low market share
concentration, with the top four companies accounting for an estimated 21.6% of industry revenue in 2021. The
industry is characterized by numerous small players that generally cater to local and regional markets or niche
product applications. However, over the five years to 2021, a series of mergers and acquisitions have increased the
presence of this industry's major players. Industry operators benefit enormously from economies of scale, as
companies with large procurement relationships with IT manufacturers often obtain lower per unit purchasing costs.
As a result, larger industry players typically have a higher profit margin than smaller industry participants.
Additionally, with increasing logistics technology, wholesaling companies can better manage their warehousing and
transportation costs, driving industry operators to expand to a regional and national level. Ultimately, market share
concentration is projected to remain low in the foreseeable future due to the size of most companies' operations.
According to Statistics Canada, 94.8% of all industry establishments employ fewer than 100 people, while 44.0%
have a staff of fewer than five people and 65.7% have fewer than 10 people. Moreover, more than 40.0% of all
establishments are considered nonemployers, which are typically family owned businesses or sole proprietorships.
As a result, the current fragmented nature of industry operations is forecast to dictate industry trends moving
forward.

Key Success
Factors

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

Ability to control stock on hand:
Stock control is important to keep holding costs down to a minimum while minimizing the chance of being out of
stock.

Economies of scale:
Purchases are the largest cost for the Computer and Packaged Software Wholesaling industry in Canada. Industry
operators that can secure large-scale purchasing contracts with manufacturers can lower per unit purchase costs.

Having a good technical knowledge of the product:
The technical knowledge of an operator's sales staff can be important in resolving client issues and winning sales.

Control of distribution arrangements:
Computer wholesalers should seek to procure, manage and service existing, profitable distribution agreements with
suppliers to avoid being bypassed by manufacturers.

Ability to provide testing or thermometers for on-site employees:
Since employees must be present at each facility to work, keeping employees safe is crucial to keeping a location
open.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 3.7% of industry revenue in 2021, down from 4.1% in 2016.
Over the five years to 2021, industry operators have contended with a
shift in consumer and business demand away from desktop computers
and toward lower-priced products such as laptops and tablets. The cost
of purchased inventory has also increased slightly during the period,
further hampering profit. The decrease in profit can also be attributed to
the COVID-19 (coronavirus) pandemic, which has caused decreased
demand for industry products. This decrease in demand has been due
to customers not willing to purchase expensive products as a result of
the uncertain economic conditions. Industry profit is expected to hold
steady and increase marginally to 3.9% of revenue over the five years
to 2026.

 

  Wages

Wages and other payroll expenses are expected to comprise 5.5% of
industry revenue in 2021, down from 5.6% in 2016. Labour is required
to purchase and unload products from manufacturers and ship orders
to customers. Additionally, customer service is paramount in this
industry as client relations and sales staff must possess strong
technical and product knowledge to tailor software and systems
solutions and resolve customer complaints. The transition to more
digital transactions is reducing the need for employees that were
historically required for handling and disseminating physical media,
resulting in wages decreasing as share of revenue over the past five
years.
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  Purchases

Purchases, or the cost of products sold, are expected to account for
85.7% of industry revenue in 2021, down slightly from 86.6% in 2016.
Purchase costs are volatile and sensitive to fluctuations in the business
cycle. Market prices for computers, servers, components, peripherals
and software can rapidly decline, which can necessitate price
reductions to clear stocks. During the current period, the price of
computers and peripheral equipment has declined. Moreover, the rapid
introduction of new products can require price discounting to clear older
and perhaps obsolete stock. Over the past five years, the rising
popularity of tablets and portable computing devices has forced
industry operators to make shifts in their product mix. However, the
industry's largest players often sign price protection agreements with
manufacturers. In these instances, the manufacturer or vendor credits
the wholesaler for declines in inventory value. These provisions, along
with vigilant inventory management practices, can reduce distributors'
risks of loss. Ultimately, purchase costs have decreased slightly despite
expanding product offerings and worldwide consolidation, producing
large disparities between the prices offered to smaller and larger
distributors, thus increasing the price of products dramatically for resale
for smaller businesses.

 

  Marketing

Marketing and advertising costs are generally low in this industry
because operators sell products similar to that of their competitors.
Wholesaled computer equipment in this industry is often homogenous,
so high advertising budgets would not be beneficial. Marketing costs
remained have remained somewhat stagnant during the period,
accounting for 0.4% of industry revenue in 2021.

 

  Depreciation

This industry incurs low depreciation costs because the most major
capital outlays come in the form of equipment used to house, track and
move inventories in warehouses. This type of equipment depreciates
over many years and new machines are not necessary often.
Depreciation costs have remained stagnant during the period,
accounting for 1.0% of revenue in 2021.
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  Rent

Rental costs have remained relatively stable over the past five years,
representing an estimated 0.5% of revenue in 2021. Rent accounts for
a relatively high portion of revenue, compared with many other
industries because of the large amounts of space required for
warehousing.

 

  Utilities

Utility costs are expected to account for 0.2% of industry revenue in
2021, remaining unchanged compared with 2016 levels. The large
warehouses that wholesalers in the industry maintain influence the
utility costs that they contend with.

 

  Other Costs

Other costs in this industry include general business and administrative
costs, interest and bank charges, professional accounting and legal
fees. These costs are expected to account for 3.1% of revenue in 2021.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  INTERNAL COMPETITION

Price is a major basis of competition in the Canadian Computer and
Packaged Software Wholesaling industry.

Wholesalers vary in their pricing strategies. Some price products at cost, seeking to either boost prices and margin
on other products or gain additional revenue and profit from other services. However, some wholesalers are limited
in their ability to compete on the basis of price due to the size of their operations and pricing restrictions included in
the terms of distribution licenses with manufacturers.

Distribution is of key importance to industry operators due to the need for efficient product movement within their
networks. Solid distribution networks can also be beneficial in negotiating favourable agreements with suppliers. The
ability to service a wide geographic region provides wholesalers with advantages because they gain access to a
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wider customer base. All major players in this industry, including Synnex Corporation, Ingram Micro Inc., Tech Data
Corporation and Arrow Electronics Inc., have global distribution capabilities.

Product range, availability and quality are also important competitive factors. Some operators may stock a wide
range of products to become a one-stop shop. Prompt delivery can also be an important consideration for customers
that want to minimize the possibility of a product being out of stock in their inventory. Product quality affects sales,
product satisfaction and returns and the general reputation of the wholesaler.

Service and support, including technical and information services, are also important. Over the five years to 2021,
resellers have intensified their focus on sales and customer service and are increasingly relying on distributors for
back-office support services, such as product procurement, fulfillment, logistics and end user financing. While clients
can contact a software's producer for technical support, it is generally far more convenient to contend with a
distributor, and companies that can provide technical expertise and consulting services for specific software are at a
competitive advantage. The ability to tailor products and services to particular customers can be another good
selling point.

EXTERNAL COMPETITION

This industry also endures competition from computer manufacturers and
software publishers, which attempt to establish direct relationships with
businesses or other downstream companies.

The process of manufacturers bypassing the wholesaler through e-commerce, marketing or the operation of
manufacturer-owned distribution centres, is known as wholesale bypass. This trend is widespread across the
wholesale sector in general, but has been slightly offset by the increasing attractiveness of outsourcing software
publishers' distribution operations.

Barriers to
Entry

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

  The Computer and Packaged Software Wholesaling
industry in Canada has moderate barriers to entry. The
most daunting of all obstacles inhibiting industry
participation is the economies of scale that accrues
various benefits to large industry operators. For example,
purchases of computers and IT-related equipment
account for most operating costs in this industry. By
securing large purchasing contracts from computer
manufacturers and software publishers, the industry's
major players can significantly lower per unit purchasing
costs. Additionally, large operators often have better
access to credit. The industry's top companies have the
resources and leverage to borrow funds to procure
adequate inventory levels of software and industry-related
equipment. Ultimately, the increasingly globalized nature
of industry operations is exacerbating this crucial barrier
to entry, making it harder for smaller operators to gain a
sizable market share without specialization.

Barriers to success in this industry are also substantial, as
new entrants need to obtain distribution agreements from
manufacturers, which often place a premium on large
distribution capacity, further favouring larger operators
over smaller businesses. To operate on this scale, new
computer and packaged software wholesalers must
encounter high initial capital costs. As customer service
and product knowledge is also a key determinant of
success in this industry, new entrants need to recruit
skilled employees, especially a knowledgeable sales staff,
which understands a technical and constantly changing
range of products. Still, this trend has been mitigated to
an extent by more distributors providing access to
industry products online without the need for warehousing
facilities to house physical media, instead relying on
encrypted transmissions of registry keys and drivers for
popular software.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Light  

Industry Assistance Low  
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Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  Industry globalization is moderate in the Canadian Computer and Packaged Software Wholesaling industry, as
many of the largest computer and software wholesaling companies are foreign owned and have operations outside
of Canada and North America. For example, all major players have global distribution capabilities. Globalization has
been on the rise over the five years to 2021s as more and more operators adopt online interfaces to disseminate
industry products without the need to distribute physical media in the form of CDs and hard drives. Therefore, a
distributor in Europe can have salience in the domestic market through marketing strategies and brand recognition.
Conversely, this trend enables domestic operators to capitalize on foreign markets as well, which aids industry
revenue but contributes to an increasingly globalized competitive landscape.
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Major Companies

Major Players Synnex Corporation

Market Share: 7.5%

  Headquartered in Fremont, CA, Synnex Corporation (Synnex) has more than 270,000 employees worldwide and
more than 60 distribution facilities. Relevant to this industry is the company's technology solutions segment, which
distributes technology products from more than 500 manufacturers and software publishers. Synnex's distribution
service segment purchases peripherals, IT systems, system components, software and networking equipment,
primarily selling these products to reseller and retailer markets. The company's resellers market includes corporate
and government resellers, system integrators, direct marketers and national and regional retailers. In fiscal 2020
(year-end November), Synnex generated $24.7 billion in global revenue (latest data available).

Synnex operates in Canada through its wholly owned subsidiary of Synnex Canada, which has field sales, call
centre and distribution locations in Ontario, Quebec, British Columbia and Alberta. The company's industry-relevant
revenue is derived from nearly all its sales with the exception of its Concentrix segment, which is Synnex's business
services arm and accounts for an estimated 19.0% of total revenue in fiscal 2020. While not relevant to the industry,
the company's acquisition of Convergys Corporation (Convergys) to boost its Concentrix division is poignant due to
its size. After acquiring Convergys, Synnex is now the second-largest customer engagement service company in the
world.

Financial performance

Gradual growth in the number of Canadian businesses and a series of strategic acquisitions have helped Synnex's
revenue increase. As a result, the company's industry-relevant revenue has risen at an annualized rate of 9.6% to
$2.8 billion over the five years to fiscal 2021. The company has also been able to increase its industry-relevant
operating income, measured as earnings before interest and taxes, during the period, rising at an annualized rate of
11.2% to $82.0 million over the five years to 2021. In the process, operating income has increased at a faster rate
than its industry-relevant revenue.

Just prior to the current period, Synnex acquired Supercom Canada Ltd. (Supercom), a distributor of IT and
consumer electronics products and services in Canada. This addition increased Synnex's Canadian presence, as
Supercom had generate more than $400.0 million in estimated revenue at the time. Overall, growth in Synnex's
technology solutions segment is expected to continue through fiscal 2021, as a depreciating Canadian dollar and
comparatively lower prices on IT equipment will likely encourage distribution between Synnex's Canadian operations
and crucial downstream markets.

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

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015-16 1,788.6 N/C 48.3 N/C
2016-17 1,923.2 7.5 58.2 20.5
2017-18 2,044.0 6.3 56.9 -2.2
2018-19 2,525.8 23.6 86.5 52.0
2019-20 2,596.7 2.8 87.4 1.0
2020-21 2,827.4 8.9 82.0 -6.2

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

Tech Data Corporation

Market Share: 7.0%

  Tech Data Corporation (Tech Data) is a leading provider of IT products, logistics management and other value-
added services based in Florida. The company distributes more than 150,000 hardware and software products to
more than 105,000 value-added resellers, direct marketers, retailers and corporate resellers. Broadline products,
which include notebooks, tablets, desktop systems and printers, make up almost half of Tech Data's total sales.
Further, the company generated $37.0 billion in global sales in 2020 (latest data available). The company employs
14,000 workers worldwide and distributes its products to customers across North America, South America, Europe,
the Middle East and Africa. Tech Data conducts business in Canada through Tech Data Canada Corporation.
Established in 1989, the company is a wholly owned subsidiary of Tech Data Corporation, servicing more than 5,000
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technology resellers and solution providers across Canada.

In 2019, the company agreed to sell itself to private equity giant, Apollo Global Management Inc., based in New York
City, for $7.2 billion. This deal was completed in June 2020 and is expected to boost cash reserves for the company,
enabling it to grow at a faster rate. Once the acquisition was completed, Tech Data stated it plans to invest $750.0
million in digital transformation initiatives to better service its channel partners.

Financial performance

Tech Data's industry-relevant revenue has increased an annualized 8.8% to $2.6 billion over the five years to 2021
as downstream resellers increasingly rely on the company's procurement, logistical and technical services to
procure computers, software and peripheral equipment. The company reports its financial information in US dollars,
and favourable currency valuations due to a depreciating loonie are also anticipated to increase earnings. During the
current period, the company has experienced growing revenue from the small- and medium-sized business market.
Furthermore, stronger demand for broadline computing products helped bolster company net sales in 2018, when
revenue grew a remarkable 30.1% despite declines in consumer electronics and software sales. Likewise, the
company's industry-relevant operating income, measured as earnings before interest and taxes, has grown an
annualized 15.1% to $21.0 million over the five years to 2021. However, due to low profit generated by the sales of
PCs, the company's profit margin grew from 0.6% of revenue in 2016 to an estimated 0.8% in 2021 despite huge
revenue gains.

 
Tech Data Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,739.4 N/C 10.4 N/C
2017 1,836.6 5.6 10.1 -2.9
2018 2,389.4 30.1 17.7 75.2
2019 2,712.5 13.5 26.7 50.8
2020 2,667.1 -1.7 24.0 -10.1
2021 2,648.2 -0.7 21.0 -12.5

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

Ingram Micro Inc.

Market Share: 5.6%

  Ingram Micro Inc. (Ingram Micro) is a distributor of IT products with more than 35,000 employees and operations in
160 countries. The company's Toronto-based headquarters, also known as the Mississauga Campus, houses a
variety of departments, including sales, vendor management, finance, credit, marketing, IT, purchasing, facilities,
transportation, legal and human resources. Within this corporate campus, Ingram Micro hosts a 46,451 square-
metre (500,000 square-foot) logistics centre, supplying customers with products from vendors such as the Hewlett-
Packard Company, International Business Machines Corporation and Microsoft Corporation. In 2021, 85.0% of
Ingram Micro's Canadian operations are considered industry-relevant, which includes its IT systems, peripherals,
data systems, software and networking.

Ingram Micro announced in February 2016 that it would be acquired by the China-based HNA Technology Co. Ltd.,
(HNA Technology), formally known as Tianjin Tianhai Investment Co. Ltd. Ingram Micro continued to operate under
the same name and is now run as a wholly owned subsidiary of HNA Group Co. Ltd., keeping its financial
information private as well with intermittent quarterly reports. According to its most recent report, the company
earned $47.2 billion globally in revenue in 2019 (latest data available).

Financial performance

Ingram Micro's industry-relevant revenue has grown at an annualized rate of 4.1% to $2.1 billion over the five years
to 2021. Higher sales in Ingram Micro's storage and networking product segments and strength in key small- and
medium-sized business markets have bolstered growth during the latter part of the period. A modest slowdown in
downstream business demand in 2015 prompted the company's sale to HNA Technology the following year. The
acquisition helped Ingram Micro increase its profit, measured as earnings before interest and taxes, from 2.2% of
revenue in 2016 to an estimated 2.7% in 2021. Overall, the company is expected to increase investments in cloud
and supply chain solutions over the five years to 2026, which will likely help expand the company's service offerings
and increase operating efficiency moving forward. Although the company continues to endure competitive pricing
pressures from other industry operators and manufacturers that engage in direct sales, higher sales in Ingram
Micro's storage and networking product segments and strength in key small- and medium-sized business markets
supported company revenue to grow, albeit below the industry average.
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Ingram Micro Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,730.1 N/C 38.6 N/C
2017 1,885.6 9.0 44.0 14.0
2018 2,267.3 20.2 55.1 25.2
2019 2,172.3 -4.2 55.1 0.0
2020 2,103.5 -3.2 54.0 -2.0
2021 2,115.2 0.6 56.4 4.4

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

Other Companies The Computer and Packaged Software Wholesaling industry in Canada is characterized by small operators that
specialize in local markets and niche product offerings. According to Statistics Canada, more than 40.0% of all
establishments are nonemployers, demonstrating the extent of industry fragmentation. Nonemployers are typically
family run businesses or sole proprietorships that cannot handle large-scale operations, thereby limiting the extent of
market share concentration in the process. Furthermore, only seven establishments nationwide employ a staff of
more than 500 people, representing a negligible 0.6% of establishments. Nonetheless, within this economic climate,
some companies have attained a notable market share worth exploring.

Arrow Electronics Inc.

  Market Share: 1.5%
  Arrow Electronics Inc. (Arrow Electronics) is a global distributor of electronic components and computer products

based in Colorado. Founded in 1935, the company currently employs 19,600 people worldwide as of December
2020 (latest data available). Arrow Electronics operates under two broad business segments, which include global
components and enterprise computing solutions (ECS). The global components business is primarily composed of
electronic components such as semiconductors and circuit boards, which are considered not relevant to this
industry. The enterprise computing solutions business distributes data centre, cloud, security and analytics products
and services, with 35.0% of segment sales derived from software, 43.0% from storage products and 14.0% from
servers. ECS sales regularly account for an estimated one-third of total sales. Arrow Electronics generated $28.7
billion in worldwide sales in 2020 (latest data available).

Arrow Electronics has grown its dominance in worldwide markets through robust acquisition activity. While most of
these acquisitions take place outside of Canada and are predominantly focused on growing its nonindustry-relevant
components division, operating efficiencies gained through economies of scale and the more comprehensive suite
of industry products that these acquisitions offer to Arrow Electronics have indelibly shaped its domestic growth.
IBISWorld estimates that the company will generate $579.9 million in industry-relevant revenue in 2021,
representing a 1.5% market share.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Computer and Packaged Software Wholesaling
industry in Canada exhibits a moderate level of capital
intensity. In 2021, for every $1.00 spent on labour, an
estimated $0.18 is invested in structures, machinery and
equipment, up from $0.14 in 2016. Capital investments are
generally directed toward the handling and moving stock,
such as warehouses, racking and delivery vehicles, in
addition to systems that monitor supply chain logistics.
Capital intensity increased over the five years to 2021, as
industry operators have become more reliant on automated
technologies and wages' share of total industry revenue
slightly declined.
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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.

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.

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

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.

Medium Market
Concentration

Potential 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.

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

Overall, operators in the Canadian Computer and Packaged Software
Wholesaling industry have experienced a disruption to their range of
operations caused by technological developments in competing industries.

In the case of this industry, these developments have largely occurred on the part of upstream hardware manufacturing and
software publishing industries. Regarding hardware manufacturing, the industry has experienced the introduction and
subsequent proliferation of portable devices such as smartphones and tablets that are not only capable of performing many
of the same functions as full-size computers, but are also able to do so at a fraction of the price. Although industry
operators may be involved in distributing some of these products, as in the case of tablet computers, they are nevertheless
unable to generate as much per-customer revenue compared with the past. Smartphones, however, are not relevant to the
industry, though the increasing sales of both smartphones and tablets have equally cut into operators' revenue streams for
peripheral computer equipment such as mice, keyboards and printers.

Regarding software publishing, the industry has struggled to maintain its role in the supply chain amid increasing levels of
disintermediation observed by the industry's wholesalers. Software as a service (SaaS) has emerged as a lucrative market
over the five years to 2021. Under the SaaS model, publishers license their programs to users as an ongoing subscription
as opposed to selling packaged software products. This enables software publishers to benefit from lower costs, as they
save on packaging and the production of physical software copies. The users of this software also possess greater
flexibility concerning their use of the software in question and gain greater financial certainty, since they are now able to
avoid large onetime costs when updates are periodically released, as was the case in the past. Unfortunately for industry
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operators, these direct sales between software publishers and users have edged them out of their traditional role in the
supply chain, thereby greatly reducing packaging software as a product line in the industry.

The level of technology change is    Medium

  Over the five years to 2021, technological developments in the Canadian
Computer and Packaged Software Wholesaling industry have focused on the
computerized automation of inventory control.

A fully automated inventory control system records inventories, picks products, determines minimum order quantities,
assesses customer credit ratings, generates invoices and can produce real-time reports. There is also considerable
technological innovation in products sold by the industry. Manufacturers produce new models of existing computer products
frequently and also introduce brand new products to the market on a regular basis. These products tend to be in high
demand from downstream consumers. Wholesalers should keep up to date with these technological trends to obtain new
contracts and provide customers with state-of-the-art, in-demand products. Operators that cannot adapt to the changing
technological landscape will not likely be able to compete as effectively. Rapid technological changes also necessitate
regular training of sales, technical and support staff.

The most significant technological advancement for industry operators is the increasing tendency to buy and sell industry
products online. Many operators can purchase crucial software for resale by downloading the necessary drivers and
registry keys for popular software such as Microsoft Office or Adobe Reader. This limits the need for warehouse space
while also simultaneously facilitating quicker transaction times to clients, that can download industry products in a similar
manner.

Revenue
Volatility

The level of volatility is    Medium

  Although the Canadian Computer and Packaged Software Wholesaling
industry is subject to cyclical patterns, it exhibits a moderate level of revenue
volatility.

Businesses are the largest end market for the industry and corporate investments in technology can vary year-to-year
based on expectations regarding the economy. Demand for computers and peripheral equipment and software is constantly
promoted by technological change and an increasingly digitally connected economy. Newer, more technologically
sophisticated computers and software are entering the market at very high rates and customers are likely to continue
demanding updated equipment.

This industry also has a diversified user base, and computers, peripheral equipment and software are used in the day-to-
day operations of almost every industry. This means that any drop in sales to one industry or sector may be slightly offset
by an increase in sales to another. Movements in the price of computer and peripheral equipment can add to volatility.
However, per-unit selling price decreases are often offset because price drops enable more consumers to afford industry
products, which bolsters demand and ultimately increases industry sales volumes. Some operators in this industry have
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also diversified geographically or through their products, such as consumer electronics or logistics, to reduce volatility of
their own operations. Overall, revenue is expected to fluctuate an average of 5.1% over the five years to 2021.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

There are no relevant regulations in the Canadian Computer and Packaged
Software Wholesaling industry due to the fact that operators do not produce
computer software.

Rather, operators focus on selling and distributing these products, leaving little regulation for their retail services. Still,
companies in this industry focus on sourcing and supplying goods, so they are required to comply with regulations covering
the storage and transport of goods and occupational health and safety. Vendors generally warrant the products distributed
by wholesalers and let wholesalers return defective products, including those that have been returned to the wholesaler by
its customers. Therefore, consumer protection laws are the most salient regulatory hurdles to overcome as an operator.

Industry
Assistance

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

The Computer and Packaged Software Wholesaling industry in Canada does
not benefit from any direct government assistance.

However, industry operators can receive assistance through indirect trade organizations or government initiatives that
foster internet connectivity and internet technology expansion including the 2018 spectrum auction, which seeks to develop
a broader range of medium spectrum broadband connections. Initiatives such as these, while not directly aiding industry
operators, spur demand by producing an environment that is conducive to increased software sales. Trade organizations,
such as the Global Technology Distribution Council (GTDC), also offer support for industry operators. The GTDC
represents the world's leading technology distributors, providing networking events, research, marketing and advocacy
services for more than 20 IT distributors. Domestically, organizations including the Entertainment Software Association of
Canada, among others, educate consumers on software choices, advocate on behalf of connected industries and provide
enterprise resources to upstream suppliers, indirectly contributing to industry demand.

In addition, due to the spread of COVID-19 (coronavirus), the Canadian Government has instituted a variety of assistance
programs that various industry operators are expected to qualify for. For example, the Canada Emergency Wage Subsidy
provides relief for eligible employers that have been negatively affected by the coronavirus pandemic. Additionally,
operators can take advantage of tax deferrals and improved access to credit and loans to remain liquid. The Canada
Emergency Business Account provides interest-free loans to small businesses of up to $40,000. Large operators can 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)

Private
investment in

computers
and software

($b)
2012 32,261 4,181 2,407 1,928 30,502 N/A N/A 2,661 N/A 26.3
2013 30,967 3,374 2,278 1,868 26,836 N/A N/A 2,238 N/A 27.2
2014 33,159 3,591 2,216 1,768 26,310 N/A N/A 2,066 N/A 28.4
2015 34,491 3,902 2,177 1,711 25,995 N/A N/A 2,057 N/A 27.8
2016 35,060 3,680 2,070 1,620 23,512 N/A N/A 1,953 N/A 27.8
2017 36,801 4,223 2,014 1,575 24,367 N/A N/A 2,144 N/A 29.5
2018 36,856 4,045 2,023 1,587 24,940 N/A N/A 2,089 N/A 31.3
2019 37,392 4,051 1,907 1,492 24,755 N/A N/A 2,083 N/A 31.5
2020 35,776 2,808 1,822 1,418 23,754 N/A N/A 1,997 N/A 30.2
2021 37,896 3,849 1,831 1,419 24,544 N/A N/A 2,074 N/A 32.9
2022 39,498 3,999 1,833 1,416 25,128 N/A N/A 2,131 N/A 35.2
2023 40,615 4,109 1,827 1,408 25,520 N/A N/A 2,170 N/A 37.9
2024 41,567 4,211 1,825 1,404 25,935 N/A N/A 2,208 N/A 40.2
2025 42,484 4,295 1,826 1,403 26,330 N/A N/A 2,245 N/A 42.6
2026 43,393 4,382 1,826 1,400 26,710 N/A N/A 2,280 N/A 45.1

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Private
investment in

computers
and software

(%)
2012 7.58 2.12 -2.60 0.20 2.38 N/A N/A 1.34 N/A 4.36
2013 -4.02 -19.3 -5.36 -3.12 -12.0 N/A N/A -15.9 N/A 3.42
2014 7.07 6.41 -2.73 -5.36 -1.97 N/A N/A -7.70 N/A 4.41
2015 4.01 8.67 -1.76 -3.23 -1.20 N/A N/A -0.42 N/A -2.12
2016 1.65 -5.70 -4.92 -5.32 -9.56 N/A N/A -5.05 N/A 0.00
2017 4.96 14.8 -2.71 -2.78 3.63 N/A N/A 9.77 N/A 6.11
2018 0.14 -4.21 0.44 0.76 2.35 N/A N/A -2.57 N/A 6.10
2019 1.45 0.14 -5.74 -5.99 -0.75 N/A N/A -0.31 N/A 0.63
2020 -4.33 -30.7 -4.46 -4.96 -4.05 N/A N/A -4.10 N/A -4.13
2021 5.92 37.1 0.49 0.07 3.32 N/A N/A 3.84 N/A 8.94
2022 4.22 3.91 0.10 -0.22 2.37 N/A N/A 2.74 N/A 6.99
2023 2.82 2.74 -0.33 -0.57 1.56 N/A N/A 1.81 N/A 7.67
2024 2.34 2.48 -0.11 -0.29 1.62 N/A N/A 1.77 N/A 6.06
2025 2.20 1.98 0.05 -0.08 1.52 N/A N/A 1.65 N/A 5.97
2026 2.13 2.03 0.00 -0.22 1.44 N/A N/A 1.58 N/A 5.86

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 13.0 N/A N/A 1,058 8.25 12.7 87,240
2013 10.9 N/A N/A 1,154 7.23 11.8 83,384
2014 10.8 N/A N/A 1,260 6.23 11.9 78,506
2015 11.3 N/A N/A 1,327 5.96 11.9 79,127
2016 10.5 N/A N/A 1,491 5.57 11.4 83,072
2017 11.5 N/A N/A 1,510 5.83 12.1 87,992
2018 11.0 N/A N/A 1,478 5.67 12.3 83,765
2019 10.8 N/A N/A 1,510 5.57 13.0 84,132
2020 7.85 N/A N/A 1,506 5.58 13.0 84,087
2021 10.2 N/A N/A 1,544 5.47 13.4 84,509
2022 10.1 N/A N/A 1,572 5.40 13.7 84,814
2023 10.1 N/A N/A 1,591 5.34 14.0 85,024
2024 10.1 N/A N/A 1,603 5.31 14.2 85,147
2025 10.1 N/A N/A 1,614 5.28 14.4 85,260
2026 10.1 N/A N/A 1,625 5.26 14.6 85,376

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Global Technology Distribution Council
http://www.gtdc.org

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

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

Industry Jargon CLOUD COMPUTING
A computing model in which storage and computing tasks are handled by networked machines, often servers in a
data centre owned by the service provider, rather than at the point of consumption.

DATA STORAGE
Computer devices and recording media that retain digital data. Often called "memory."

PACKAGED SOFTWARE
Commercial application programs developed to meet the needs of a variety of users, rather than custom-designed
for a specific user or company. Packaged, or boxed, software is normally put on disks.

SERVER
Computer models intended for running software applications under the heavy demand of a network environment.

SOFTWARE AS A SERVICE (SAAS)
A model of software deployment where a provider licences an application to customers for use as a service on
demand.

TABLET
A portable computer with a touch screen as the primary input device.

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
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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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