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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:

· In 2021, demand for products sold in the Canadian Floor Covering Stores industry is expected to improve after
falling in 2020 as consumers shifted spending activity away from renovation and toward more essential items and
services. For more detail, please see the Demand Determinants chapter.

· Industry revenue growth expecations have been adjusted, with revenue anticipated to rise 9.4% in 2021 alone, as
consumer spending activity has exceeded prior expectations. For more detail, please see the Current Performance
chapter.

· While the industry was negatively affected by the spread of COVID-19 (coronavirus), certain trends, such as an
increase in the popularity of do-it-yourself renovation projects, is expected to continue into the future and drive
demand for industry products. For more detail, please see the Major Markets chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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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 Companies in the Floor Covering Stores industry in Canada retail carpets, rugs, tiles and vinyl flooring. Most

operators handle sales and administrative activities, such as customer service, product merchandising, advertising,
inventory control and cash handling. Some operators also offer installation or repair services in addition to retailing
activities.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Retailing floor coverings

Retailing rugs

Installing floor coverings

The major products and services in this industry are:

Carpet and rugs

Other hard surface floor coverings

Hardwood floors

Other products and services
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Supply Chain

SIMILAR INDUSTRIES

Home Furnishings Stores in
Canada

Home Improvement Stores in
Canada

Hardware Stores in Canada Lumber & Building Material Stores
in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Floor Covering Stores in the US Floor Coverings Retailing in
Australia

Carpet, Rug & Curtain Retailers in
the UK

Floor Coverings Retailing in New
Zealand
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Industry at a Glance
Key Statistics

$2.8bn
Revenue

Annual Growth

2016–2021

-0.2%

Annual Growth

2021–2026

-1.1%

Annual Growth

2016–2026

 

$99.1m
Profit

Annual Growth

2016–2021

1.0%

  Annual Growth

2016–2021

 

3.5%
Profit Margin

Annual Growth

2016–2021

0.2pp

  Annual Growth

2016–2021

 

1,564
Businesses

Annual Growth

2016–2021

-1.6%

Annual Growth

2021–2026

-1.4%

Annual Growth

2016–2026

 

14,271
Employment

Annual Growth

2016–2021

-3.2%

Annual Growth

2021–2026

-1.4%

Annual Growth

2016–2026

 

$574.3m
Wages

Annual Growth

2016–2021

-0.4%

Annual Growth

2021–2026

-1.4%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.5pp
National unemployment rate

2.3%
Per capita disposable income

7.4%
Housing starts

2.3%
Residential renovation
expenditure

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady   Technology Change

Low

  Industry Globalization
Low / Decreasing

MIXED IMPACT

  Revenue Volatility
Medium

NEGATIVE IMPACT

  Life Cycle
Decline   Industry Assistance

Low / Steady

  Barriers to Entry
Low / Steady   Competition

High / Increasing

 

Key Trends

 Demand is expected to recover alongside strong global
economic growth

 A contradictory mix of factors resulted industry revenue
falling in 2020

 Diminished wage costs is expected to result in minimal profit
growth

 Increased home-buying costs are expected to have a lasting
effect on demand for new housing

 The industry will likely continue to encounter stiff competition
from large home improvement retailers

 A difficult operating environment is expected to force out
smaller establishments

 Consumer demand for industry products has been driven by
the housing market
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Volatility

  Low Imports

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Barriers to Entry

  Low & Steady Level of Assistance

  High Competition

  Decline Life Cycle Stage

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Performance Drivers

  National unemployment rate

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Per capita disposable income
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Executive Summary Rolling out: Declining housing starts and increased competition will likely
hurt industry revenue

Over the five years to 2021, the Floor Covering Stores industry in Canada has suffered from a volatile domestic
housing market. Asymmetric growth in the housing market and fears of a possible housing bubble led to slow
industry growth between 2016 and 2018, limiting industry expansion. Further, the spread of COVID-19 (coronavirus)
caused decreased demand for industry products as many consumers shifted spending toward essential goods. In
addition to a volatile housing market, intense competition from large home improvement stores has remained a
threat to the industry. As a result, industry revenue is projected to fall an annualized 0.2% to $2.8 billion over the five
years to 2021, despite an increase of 9.4% in 2021 alone. Still, profit is forecast to grow as consumers shift away
from rugs and carpet and toward more expensive industry products such as tile and hardwood.

Industry operators specialize in selling floor coverings, such as carpets, hardwood, ceramic and laminate floors, in
addition to offering installation services. During the five-year period, industry operators have contended with
increasing competition from large home improvement stores. These larger retailers, such as the Home Depot Inc.
and Lowe's Companies Inc., leverage their size to purchase goods at lower prices per unit and pass the savings on
to customers. Additionally, these competitors offer products outside of this industry, creating a one-stop shop for
customers. Consequently, consumer demand for industry products over the past five years has been driven by the
performance of the housing market. Mild growth in the domestic housing market between 2016 and 2018 led to
modest growth in industry revenue over those years. In 2020, the spread of coronavirus resulted in dampened
demand for industry products, which further contributed to declining revenue during the period.

Over the five years to 2026, an expected decline in housing starts and added competition from home improvement
stores is likely to result in revenue declining further. Also, the prevalence of home renovation projects done by
consumers is expected to increase and lower demand for industry services, such as installation. Finally, lingering
concerns regarding the pandemic and potential virus variants may lessen spending on large projects and expensive
industry products over the coming years. Overall, industry revenue is expected to decline an annualized 1.1% to
$2.7 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

National unemployment rate

The unemployment rate measures the number of Canadians older than 15 years old who are currently unemployed
and searching for work. When unemployment is low, people are more likely to make large purchases, such as floor
coverings. If unemployment is high, consumers are likely to refrain from making these large, discretionary
purchases. The national unemployment rate is expected to fall in 2021.

 

Per capita disposable income

Per capita disposable income indicates how much income individuals have after accounting for necessities, such as
food and rent. Since purchases of floor coverings are discretionary, industry operators are highly dependent on how
much extra money people have. Per capita disposable income is expected to increase in 2021.

 

Housing starts

The number of housing starts correlates strongly with demand for floor covering products because when a new
home is built, it often requires some type of flooring. Consequently, when the number of housing starts rises,
demand for flooring products increases, driving revenue growth. Housing starts are expected to increase in 2021,
representing a possible opportunity for the industry.

 

Residential renovation expenditure

Residential renovation expenditure measures the amount of money that homeowners and renters spend on
improving their homes, which often includes installing new floors. When residential renovation expenditure
increases, it means that consumers are spending more on renovations, which translates to more revenue for the
industry. Residential renovation expenditure is expected to increase in 2021, but it has been very volatile, posing a
potential threat to the industry.
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Current
Performance

Over the five years to 2021, the Floor Covering Stores industry in Canada
is forecast to decline, though industry performance has fluctuated during
the period.

Industry players primarily sell floor coverings, such as rugs, carpets, hardwood floors and ceramic. Consequently,
the industry's performance is heavily reliant on prevailing conditions in the Canadian housing market. Low interest
rates, coupled with speculative investment activity, supported growth in the housing market even after the Canadian
economy stumbled in 2015 amid plummeting commodity prices. As a result, industry revenue jumped 6.3% that year
alone, even as Canada briefly entered a recession. Still, operators have endured stiff competition from large home
improvement stores that offer lower prices and greater product variety, thereby weakening demand for floor covering
stores. However, industry revenue grew modestly between 2016 and 2018 as the economy remained fairly steady,
buoying consumer demand. While the housing market is forecast to grow despite the COVID-19 (coronavirus)
pandemic, demand for industry products fell in 2020 as consumers shifted demand toward more essential products.
However, in 2021, demand is expected to recover alongside strong global economic growth following the
development of the coronavirus vaccine. Industry revenue is expected to decline an annualized 0.2% to $2.8 billion
over the five years to 2021, despite an increase of 9.4% in 2021 alone.

MIXED TRENDS COMPLICATE INDUSTRY PERFORMANCE

Since industry operators sell products primarily used in residential
buildings, floor covering sales are highly dependent on consumer
confidence and the health of the housing market.

During much of the five-year period, Canada's housing market has moved in changing directions. For the most part,
construction activity has faltered in the commodity-rich Prairie provinces, but has grown in attractive urban areas,
such as Toronto and Vancouver. This has strained the residential market, complicating the industry's operating
conditions. For example, housing starts are expected to grow as much as 29.9% in 2021 and decline as much as
3.1% in 2018. The disparity in growth across provinces is illustrated by 2017 housing starts figures, which grew
11.0% across Canada, but increased 18.7% in British Columbia. Strong growth in metropolitan areas is expected to
have contributed to the Bank of Canada's decision to raise its overnight rate for the first time in seven years during
the middle of the period. Increased lending rates typically affect credit markets, leading to increases in mortgage
payments and lower levels of building activity. Consequently, industry revenue declined 1.8% in 2019, which is the
first time revenue decreased since 2012.

In 2020, the housing market performed unexpectedly well as housing starts grew 4.4% that year alone despite
economic uncertainty. This growth is largely a result of the lowering of interest rates by the Bank of Canada
alongside stimulus payments offered to consumers by the government. As a result, the housing market grew despite
an overall global economic decline. Despite this growth in the housing market, many consumers remained unwilling
to invest in costly renovation or building projects, which are the primary drivers behind demand for industry products
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and services. In fact, residential renovation spending and overall consumer spending declined 6.0% and 5.9% in
2020, respectively. Ultimately, this contradictory mix of factors resulted industry revenue falling 9.3% in 2020 alone.

Despite a strong residential housing market, Canada's nonresidential construction market is expected to decline
during the period. In 2020, the value of nonresidential construction fell 6.8% despite growth in the value of
residential construction that same year. This is largely because businesses were more likely to be cautious with
spending and investment until more details about the coronavirus pandemic were understood. In fact, the value of
nonresidential construction is forecast to fall 3.8% in 2021 as business confidence slowly recovers from shocks in
2020.

Adding to the difficult operating environment, the industry has endured increasing competition from large home
improvement and hardware stores. Retailers such as the Home Depot Inc. and Lowe's Companies Inc. can leverage
economies of scale to purchase goods at lower prices per unit, negotiate favourable supply contracts and offer
products outside of floor coverings. Large home improvement stores also have greater brand recognition.
Consequently, many price-conscious consumers who have bought floor coverings over the past five years went to
home improvement stores because these retailers were able to offer lower prices and one-stop shop convenience.
This trend has further contributed to the decline in industry revenue during the period.

PROFITABILITY AND OTHER TRENDS

Over the five years to 2021, many operators have focused on reducing
operating expenses to remain competitive with large home improvement
and hardware stores.

However, for many operators, these cutbacks were not enough, forcing some operators to exit the industry. As a
result, the number of industry enterprises is forecast to decline an annualized 1.6% to 1,564 operators over the five
years to 2021. Other industry players have attempted to expand product offerings, which has resulted in a slight
increase in industry purchasing costs as a share of revenue during the period. Despite growth in purchasing costs,
the increased popularity of hardwood flooring, which is typically fairly expensive, alongside diminished wage costs is
expected to result in minimal profit growth. Industry profit, defined as earnings before interest and taxes, is expected
to account for 3.5% of industry revenue in 2021, up from 3.3% in 2016. With the number of industry operators
forecast to decrease amid an attempt to reduce expenses, industry employment is also expected to decline, falling
an annualized 3.2% to 14,271 workers over the five years to 2021.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Housing
starts

(Units)
2012 2,604 636 1,985 1,870 13,327 N/A N/A 488 N/A 214,827
2013 2,618 660 1,875 1,767 15,286 N/A N/A 525 N/A 187,923
2014 2,676 677 1,875 1,767 15,383 N/A N/A 532 N/A 189,329
2015 2,844 715 1,828 1,722 15,976 N/A N/A 564 N/A 195,535
2016 2,860 705 1,800 1,696 16,763 N/A N/A 586 N/A 197,915
2017 2,867 747 1,748 1,647 18,129 N/A N/A 614 N/A 219,763
2018 2,910 758 1,764 1,662 17,703 N/A N/A 616 N/A 212,843
2019 2,857 724 1,677 1,580 16,552 N/A N/A 583 N/A 208,685
2020 2,590 623 1,626 1,532 13,484 N/A N/A 539 N/A 217,880
2021 2,833 698 1,667 1,564 14,271 N/A N/A 574 N/A 283,062



Floor Covering Stores in Canada December 2021

13 IBISWorld.com

Industry Outlook
Outlook Over the five years to 2026, demand for the Canadian Floor Covering

Stores industry is expected to continue to decline.

Despite expectations for a general economic recovery, the residential housing market is forecast to endure further
volatility, which is likely to reduce consumer renovation and building activity. Still, improved economic conditions
following the distribution of COVID-19 (coronavirus) vaccines and growth in the nonresidential construction market
should constrain the decline in industry revenue. While industry revenue is expected to decline over the next five
years, unexpected growth in the domestic housing market or a stronger than anticipated economic recovery
following the coronavirus pandemic could result in growth.

Some of the macroprudential policies pursued over the five years to 2021 are expected to contribute to the decline
in revenue. These policies include British Columbia's excise tax on foreign homeownership and additional taxes on
purchasing luxury homes. Increased home-buying costs are expected to have a lasting effect on demand for new
housing in the area, limiting growth. Additionally, the Bank of Canada is expected to remove its stimulus programs
related to the coronavirus pandemic, continuing its shift away from fiscal stimulus that began in 2018. This will likely
result in growing interest rates across Canada, which typically reduces activity in housing markets. Finally,
competition from large home improvement retailers is expected to continue to intensify. Therefore, industry revenue
is forecast to decline at an annualized rate of 1.1% to $2.7 billion over the five years to 2026.

HOUSING MARKETS

The industry's primary engine of growth, the housing market, is forecast
to remain volatile over the next five years.

After growing 29.9% in 2021, domestic housing starts are forecast to decline an annualized 4.8% over the five years
to 2026. This will inherently limit the potential market for industry products, as new home buyers are the largest
market for industry products. Also, the housing market is likely to be harmed by slowdowns in metropolitan areas,
such as Vancouver and Toronto. Unsustainably high growth rates in home prices and housing starts in Canada's
major cities have long fuelled fear of a housing bubble. In recent years, extraordinary policy measures have been
taken in such areas to curb speculative investment. Combined with the previously mentioned policy changes, a
gradual reduction in home construction activity is expected in these populous provinces.

The industry will likely continue to encounter stiff competition from large home improvement retailers, such as the
Home Depot Inc. and Lowe's Companies Inc. These competitors' ability to leverage economies of scale to negotiate
favourable supply contracts and offer greater products is anticipated to attract customers who are searching for low
prices and convenience. As a result, industry players will likely continue to lose potential customers to external
competition. However, per capita disposable income is anticipated to grow moving forward, which may increase
traffic to industry establishments. Since rising incomes will likely encourage consumers to spend more, a larger
portion of them will likely be willing to shop at specialized industry stores, despite higher prices. However, this effect
may be limited as households remain highly leveraged and attempt to pay down debt with their improved incomes
rather than spend more on discretionary goods. Industry players that offer superior services, including installation
and expert knowledge, are more likely to win over customers from large home improvement retailers.

PROFITABILITY AND OTHER TRENDS

Over the five years to 2026, an anticipated economic recovery, combined
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with expectations for improved consumer spending activity, will likely
result in profit growth for operators.

However, fierce external competition and a mixed housing landscape are expected to minimize potential profit
growth. As a result, industry profit, defined as earnings before interest and taxes, is expected to account for 3.6% of
revenue in 2026, up from 3.5% in 2021.

A difficult operating environment is expected to force out smaller establishments as mixed construction activity will
likely be unable to support the current number of businesses in operation. However, this decline is expected to be
modest, as competition from online and large home improvement retailers has forced out all but the most efficient
operators over the past decade. Overall, IBISWorld forecasts the number of industry enterprises will fall at an
annualized rate of 1.4% to 1,457 companies over the five years to 2026. As a result, a greater portion of industry
activity is expected to occur among fewer large operators. As a result of the forecast decline in enterprises,
IBISWorld expects industry employment to fall also, decreasing at an annualized rate of 1.4% to 13,277 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)
Housing

starts  (Units)
2021 2,833 698 1,667 1,564 14,271 N/A N/A 574 N/A 283,062
2022 2,740 678 1,629 1,529 13,908 N/A N/A 559 N/A 231,972
2023 2,703 669 1,605 1,506 13,708 N/A N/A 551 N/A 214,684
2024 2,695 664 1,587 1,489 13,587 N/A N/A 547 N/A 216,748
2025 2,686 659 1,573 1,474 13,432 N/A N/A 541 N/A 218,812
2026 2,677 654 1,555 1,457 13,277 N/A N/A 536 N/A 220,876
2027 2,665 649 1,543 1,445 13,145 N/A N/A 531 N/A 221,908
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

The number of industry enterprises is expected to decline over the 10 years to 2026

The industry exhibits very little technological and product innovation

There is wholehearted market acceptance of industry products

The Floor Covering Stores industry in Canada is in the declining stage of its life cycle. Industry value added (IVA),
which measures an industry's contribution to the overall economy, is projected to decline at an annualized rate of
0.8% over the 10 years to 2026, while Canadian GDP is anticipated to grow at an annualized rate of 1.9% during the
same period. This decline indicates that the industry is declining as a share of the overall economy. Low product and
technological innovation and long-term declines in the number of industry enterprises also reflect the characteristics
of an industry in decline.

The number of industry enterprises is expected to decrease at an annualized rate of 1.5% to 1,457 operators over
the 10 years to 2026. The closure of several independent floor covering stores has resulted in significant
consolidation. The presence of large home improvement stores, such as the Home Depot Inc. and Lowe's
Companies Inc., has squeezed industry operators because these players are able to purchase large quantities of
product from manufacturers, thereby reducing the per unit cost of products and increasing the selection for
consumers. These retailers also stock various other home goods, further driving more consumers away from
industry operators.

Additionally, there is wholehearted market acceptance of industry products, which has discouraged operators from
purchasing new products from manufacturers and wholesalers, thus limiting potential revenue growth. Carpets, rugs,
hardwood, laminate and ceramic floors remain the most dominant industry products sold. However, to better
compete with large home improvement stores, there has been an increased emphasis on value-added services
such as installation.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Property Management in Canada

Consumers in Canada

Remodelling in Canada

Apartment & Condominium Construction in Canada

Homebuilders in Canada

Key Selling Industries
1st Tier

Floor Covering Wholesaling in Canada

2nd Tier

Textile Manufacturing In Canada

Wood Panelling Manufacturing in Canada

Ceramics Manufacturing in Canada

Products & Services

  CARPET AND RUGS

In 2021, carpet and rugs are expected to generate 46.3% of revenue for the
Floor Covering Stores industry in Canada, up from 45.7% in 2016.

Wall-to-wall carpeting is necessary in many homes that do not have hardwood floors and it typically needs replacing
at regular intervals due to normal wear and tear. However, as more durable fibres and stain-resistant products are
introduced in the market, this need has declined in recent years. Conversely, rugs must be replaced more frequently
because they are less durable than other floor coverings. Rugs are also less expensive to purchase and install,
which makes them accessible to more consumers. Furthermore, the market for rugs is much larger because it
includes renters, who might purchase a rug for their apartment, whereas it is much less common to find a renter
replacing flooring.

OTHER HARD SURFACE FLOOR COVERINGS

Hard surface floor coverings that are not hardwood are expected to
account for 24.2% of industry revenue in 2021, up from 23.9% in 2016.

This includes stone, laminate and ceramic coverings. Ceramic tiles generally offer the most versatility in terms of
flooring since there are large selections of mixable patterns. Additionally, ceramic tiles are stain-resistant and easy
to maintain. Consequently, this segment's products have remained a popular choice for homeowners and builders
for use in bathrooms and kitchens over the five years to 2021. Tiles are expected to increase in popularity and be
used more extensively, particularly in more expensive homes, where construction is expected to increase. Laminate
is a less expensive flooring option for consumers and businesses desiring the appearance of ceramic or hardwood
coverings. Conversely, stone flooring is often expensive depending on the stone chosen. For example, slate and
granite can cost upward of $161.46 per square metre ($15.00 per square foot) compared with laminate flooring,
which typically costs an estimated $75.35 per square metre ($7.00 per square foot).

HARDWOOD FLOORS

Hardwood floors are expected to account for 14.5% of industry revenue in
2021, up from 13.1% in 2016.
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Hardwood has become an extremely popular choice for flooring among households due to its aesthetic appeal and
nonallergenic qualities. As a result, many property managers use it in new construction and renovation projects
because it is easily maintained and appeals to a broader market. There are two types of hardwood floors, which
include solid floors, in which each plank is made of solid wood and milled from a single piece of timber; and
engineered wood, in which planks are composed of two or more layers of wood. Hardwood floors are often costly
and installation typically requires professional work. However, this has not deterred consumers and businesses from
installing hardwood floors because the initial costs are often recuperated due to less frequent replacement rates
compared with carpeting. This market segment's share of revenue is expected to continue increasing over the five
years to 2026 as growing incomes will likely enable more consumers to install hardwood floors.

OTHER PRODUCTS AND SERVICES

Other products and services are expected to account for 15.0% of
industry revenue in 2021, down from 17.3% in 2016.

Such items are usually flooring- or home improvement-related products, such as home furnishings, home
appliances, floor cleaning suppliers, furniture and tools. These items are typically complementary products and
increase store traffic as these goods need to be replaced more often than floor coverings. Other services include
installation, repair and cleaning of various floor coverings. Over the five years to 2021, services' share of revenue
has decreased as more consumers have switched to hardwood flooring, which requires significantly less service and
maintenance.

Demand
Determinants

Housing market and home improvement spending

The housing market is the most important demand determinant for the Floor Covering Stores industry in Canada.
Since newly completed homes require floor covering, an increasing number of housing starts usually leads to an
increase in demand for industry products. Similarly, consumers' investment spending on renovation also boosts
demand because many renovations include installing new floor covers. Homeowners tend to spend more on home
improvement because their residence is more permanent and such projects increase property value. However,
renters also spend a substantial amount on coverings, but are more likely to purchase lower-end products such as
carpets or rugs.

Consumer confidence and income

Due to their discretionary nature, demand for floor coverings is highly susceptible to changing levels of disposable
income and consumer confidence. If consumers lack confidence in the economy, they are less likely to go out and
spend money on unnecessary items. More importantly, if disposable income declines, consumers have less income
to spend on industry products, which also makes them less confident in the economy.

Nonresidential construction

The construction and improvement of nonresidential building, such as offices, also drives demand for industry
products. Most offices are furnished with floor coverings, so the construction of new offices can increase demand for
industry products. However, nonresidential facilities account for a relatively small share of industry revenue because
most businesses buy their coverings from wholesalers, not industry operators.

External competition from home improvement stores

Recently, the level of competition has altered industry prices and the flow of business. When large home
improvement operators, such as the Home Depot Inc. and Lowe's Companies Inc., enter the floor covering market,
they steal customers and revenue away from industry players due to their low prices. Consequently, demand for
floor coverings sold by industry players declines.

COVID-19

The recent COVID-19 (coronavirus) pandemic has altered demand for industry products, but not as significantly as
was initially expected. In general, demand for floor coverings decreased as many consumers shifted spending
toward more essential products, such as food and toiletries. Still, an increase in per capita disposable income
related to government stimulus payments actually resulted in growth in domestic housing starts, as many consumers
continued to spend. Ultimately, industry revenue fell 9.3% in 2020 alone, but it is expected to recover and grow 9.4%
in 2021 as consumer spending trends shift to normal following the distribution of the vaccine.
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Major Markets

  DO-IT-YOURSELF CONSUMERS

In the Canadian Floor Covering Stores industry, the do-it-yourself
consumer group, is expected to account for 49.9% of industry revenue in
2021, up from 47.9% in 2016.

This segment consists of consumers who purchase floor coverings, such as tiles and rugs, with the intent of
installing the product themselves. This segment has continued to grow since the Great Recession of 2008 because
consumers can save money by working on projects themselves instead of hiring professionals to do it. Additionally,
the rapid growth of online instructional guides on home flooring installation has made it so an average consumer can
easily work on a home renovation project. The COVID-19 (coronavirus) pandemic has further prompted consumers
to attempt home improvement projects themselves.

DO-IT-FOR-ME CONSUMERS

The do-it-for-me consumer group is expected to account for 24.7% of
industry revenue in 2021, down from 26.4% in 2016.

This market segment consists of consumers who purchase floor coverings, such as carpet and tiles and then hire a
third party to do the installation work. This segment has shrunk slightly as a share of revenue over the five years to
2021, since many consumers have attempted to save money by completing projects themselves.

CONTRACTORS

Contractors are expected to account for 25.4% of industry revenue in
2021, down slightly from 25.7% in 2016.

This segment includes professional contractors and tradespeople, such as home builders, architects and interior
designers. Demand for contractors has fallen over the past five years due to the unsteady housing market and
economic uncertainty. Professional services are most often used for carpet and tile installation. Since professional
services are often expensive, individuals who work on smaller projects or remodelling projects have begun
completing the tasks themselves to save money.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Floor Covering Stores industry in Canada does not possess any imports or exports. Floor covering imports and
exports are accounted for at the manufacturing level.
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Business
Locations

  The location of establishments in the Canadian Floor Covering Stores industry is largely dependent on population trends. Regions
with larger populations have a bigger customer base and more locations for housing and offices, which further boosts demand.

Ontario and Quebec

As the two most populated provinces, Ontario and Quebec account for most industry establishments. Ontario accounts for 38.8%
of the population and is home to an estimated 42.9% of industry establishments in 2021, according to 2021 figures from Statistics
Canada (latest data available). Not only is Ontario home to Toronto and Ottawa, but it also comprises the largest number of
Canada's 50 largest cities. Quebec, which is the second-most populated province in Canada, is expected to account for 18.7% of
industry establishments in 2021. Out of Canada's 20 most populated metropolitan areas, four are in Quebec, including the
second-largest, which is Montreal.

British Columbia and Alberta

In 2021, British Columbia and Alberta are expected to account for 16.6% and 11.2% of industry establishments, respectively, as
they are the third- and fourth-most populated provinces in the country. Vancouver is the third-largest city in Canada, while Calgary
and Edmonton, the fifth- and sixth-most populated metropolitan areas, are located in Alberta. These two provinces faired relatively
well during the recession since they are responsible for a large portion of Canada's oil and mining production boom.

Other provinces

All other provinces are expected to account for a combined 10.6% of industry establishments in 2021. Most of these areas are
sparsely populated and lack significant metropolitan areas. As a result, there is far less demand for industry products in these
provinces.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Floor Covering Stores industry in Canada has a low level of concentration, with the four largest players
expected to account for less than 5.0% of industry revenue in 2021. The industry is highly fragmented because it is
very difficult to start a store chain by offering only one kind of product. When industry players expand to multiple
locations, they typically start offering other home improvement merchandise, after which they are no longer included
in this industry. Overall, most industry players are small stores that serve their local market. According to Statistics
Canada, 29.0% of industry establishments are nonemployers and of the employing establishments, 46.0% employ
fewer than five workers in 2021. Over the five years to 2026, IBISWorld expects market share concentration to
remain low.

Key Success
Factors

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

Proximity to key markets:
Stores are best located where the population is dense and building activity is strong. This combination occurs in
popular shopping strips or near home renovation centres that are easy to access and have parking available.

Access to highly skilled workforce:
Customer satisfaction depends on the technical assistance that employees can provide. This includes knowledge
that is not widely known and is unique to renovating or purchasing flooring, including differences in designs and
materials used.

Ability to control stock on hand:
Stock control is required to keep costs down and meet demand. Correct inventory management will likely ensure
that popular flooring designs and materials are provided. Trends will likely follow trade shows, home magazines and
home renovation.

Ensuring pricing policy is appropriate:
This industry is very price competitive. The market's saturated and crowded nature means that many small retailers
will likely fight for the consumer's dollar. Price competitive retailers are expected to attract more store traffic.

Cost Structure
Benchmarks
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  Profit

Profit varies among operators in the industry since larger stores can
generally achieve extra cost savings through bulk purchases. Over the
five years to 2021, profit has increased as consumers and businesses
have shifted away from rugs and carpets and toward hardwood
flooring. In 2021, profit, measured as earnings before interest and
taxes, is expected to account for 3.5% of revenue, up from 3.3% in
2016.

 

  Wages

Wages, which includes employee benefits, are the second-largest
expense for industry operators, representing an estimated 20.3% of
revenue in 2021, down from 20.5% in 2016. Enterprises rely heavily on
employees for daily operations, such as customer service, store display
maintenance and inventory checks. To combat increased competition
and lacklustre demand, employers have sought to save on costs
through the reduction of their labour force and have also taken
advantage of technological developments that help to organize and
track inventory and sales. However, the industry will likely remain highly
dependent on employees due to the nature of industry services.

 

  Purchases

Purchases are the highest cost item for floor covering stores,
representing an estimated 59.6% of industry revenue in 2021, up from
58.8% in 2016. Industry purchases include those of goods from
vendors, domestic or international, for resale to consumers. Due to the
range of products that this industry retails, goods are sourced from a
variety of merchandisers.

 

  Marketing

Marketing costs are expected to account for 2.1% of industry revenue
in 2021, down from 2.3% in 2016. Marketing costs necessary to ensure
that brand exposure is high and can be used to promote quality. Many
operators release full-colour circulars and mailing pieces as their
primary medium of advertising. Direct marketing strategies, along with
TV, direct mail, the internet, newspapers and radio, are other mediums
that operators employ.
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  Depreciation

Depreciation costs are expected to account for 0.9% of industry
revenue in 2021, remaining a constant share of revenue over the five
years to 2021.

 

  Rent

Rent costs are expected to account for 4.4% of industry revenue in
2021, down from 4.8% in 2016. These costs are largely comprised of
the rental of retail space.

 

  Utilities

Utilities are expected to account for 1.1% of industry revenue in 2021,
down from 1.3% in 2016.

 

  Other Costs

Other expenses are expected to account for 8.2% of industry revenue
in 2021 and are expected to remain steady during the period. Other
costs include general administrative costs, insurance, legal fees and
shipping expenses.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Operating in a highly fragmented market, companies in the Canadian
Floor Covering Stores industry are exposed to high levels of competition.

Industry operators compete with one another on factors such as store location, price and quality of products,
merchandise assortment and presentation, in addition to customer service. The industry is subject to strong price
competition. Floor covering stores price their products to maximize returns, while remaining conscious of the price
competitors charge for similar items. The low prices offered can make an operator more desirable than those that
retail products at a relatively higher price. Customer service is also an important basis for competition among
operators, as industry products often require specific knowledge. As a result, consumers are more likely to shop at
stores where they are more confident of receiving informative advice from knowledgeable employees. Over the five
years to 2021, operators have increased their focus on adequately training employees to address various customer
queries since the popularity of large home improvement stores has limited the ability of floor covering stores to
compete on price.

EXTERNAL COMPETITION

The industry endures significant competition from large home
improvement stores, such as the Home Depot Inc. and Lowe's Companies
Inc., which maximize cost savings by establishing relationships with
manufacturers and purchasing large volumes of inventory at once.

In doing so, larger companies can offer discounted products to consumers. These retailers can also profit from the
frequency of consumer purchases due to their large consumer bases, which further enables them to charge lower
prices. Moreover, large home improvement stores often offer a wider range of floor covering products, in addition to
other home products. As a result, it is often more convenient for customers to shop at these retailers as they offer a
one-stop shop solution. Therefore, industry operators have endured increased external competition over the past
five years.

Barriers to
Entry

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

  The Floor Covering Stores industry in Canada exhibits
low barriers to entry for prospective operators because it
has no licensing requirements, government regulations or
resource constraints that prevent operators from entering.
Furthermore, costs involved in establishing a floor
covering store are relatively low because most of these
retailers do not stock a significant amount of inventory.
Rather, industry operators maintain a showroom and
order goods from manufacturer warehouses when a sale
is made. Therefore, new operators are not required to
invest a significant amount of capital when acquiring
goods.

Nonetheless, while not regarded as a formal barrier to
entry, the low level of product differentiation may create
an adverse trading environment and deter potential
operators from entering the industry. Despite operators'
efforts to constantly update and stock popular
merchandise, the product market is clear and
differentiation among goods is low. Consequently, price
competition among operators is high and can make it
difficult for new entrants to recover start-up costs. It can
also be challenging for new entrants to create a niche
market, since existing operators already compete with
similar products. Moreover, strong competition from large
home improvement retailers also increases competition
and makes it difficult to set up locations near such
retailers.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Decline  

Technology Change Low  

Regulation & Policy Light  

Industry Assistance Low  
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Industry
Globalization

Globalization in this industry is    Low and the trend is Decreasing

  The Floor Covering Stores industry in Canada is expected to have a low level of industry globalization. CCA Global
Partners is a purchasing cooperative company that operates in numerous countries, which helps the company keep
purchasing costs low. However, most of the industry comprises small flooring stores that operate on a local or
regional level. Over the five years to 2026, globalization is anticipated to decline due to increased pressure from
large home improvement stores. Moving forward, the operators are expected to focus on offering strong customer
service and having convenient locations within local communities.
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Major Companies
There are no major players in this industry

Other Companies The Floor Covering Stores industry in Canada is highly fragmented, with most industry operators being small stores
that serve local areas. Typically, stores that have expanded into other Canadian regions have begun to sell a
significant number of products beyond floor coverings, and therefore, are not included in this industry. According to
Innovation, Science and Economic Development Canada, chain stores only account for 5.5% of industry revenue.
However, many retailers have joined co-ops to gain a competitive edge.

Alexanian Carpet & Flooring

  Market Share: 1.1%
  Founded in 1925 by Aris Alexanian in Hamilton, ON, Alexanian Carpet & Flooring (Alexanian) first sold imported

hand-knotted oriental rugs from across the world. Now, Alexanian has 19 locations across Ontario in addition to an
online website, which ships rugs to every Canadian province and territory in addition to the United States. Alexanian
sells ready-made and custom-made rugs, and installs hardwood flooring. Based on its number of stores, IBISWorld
estimates Alexanian will generate $32.3 million in industry-relevant revenue in 2021, accounting for 1.1% of industry
revenue. Alexanian has contended with increased demand from consumers completing home renovation projects in
2020 due to the COVID-19 (coronavirus) pandemics, as the housing market began to heat up.

Brodrecht's Flooring Canada

  Market Share: 0.1%
  Brodrecht's Flooring Canada (Brodrecht's) is based in Waterloo, ON, and specializes in flooring sales and design,

including carpet, ceramic tile, laminate, vinyl and hardwood flooring. The company offers broadloom carpet, area
rugs, ceramic tile, hardwood flooring, laminates, vinyl flooring, cork, engineered flooring and window coverings.
Furthermore, it provides services in rug repair, tile and grout cleaning and installation services. IBISWorld estimates
that Brodrecht's will generate $1.8 million in industry-relevant revenue in 2021, representing a 0.1% share of the
market. Brodrecht's experienced increased demand in 2020 as a result of the coronavirus pandemic supporting
home renovation projects as the housing market began to heat up.

CCA Global Partners

  Headquartered in the United States and established in 1984, CCA Global Partners (CCA) has grown to become one
of Canada's most recognizable carpet co-ops. The company was originally established to provide independently
owned carpet retailers with buying power that they would not necessarily have on their own. Today, the company
owns various flooring and carpet stores in Canada, thereby aggregating overall buying power. In 2020, CCA
contended with store closures due to government mandates brought about by the COVID-19 (coronavirus)
pandemic. CCA also invests heavily in internal development and acquisitions to expand its market share in Canada.
Presently, CCA members operate in the Canadian Floor Covering Stores industry through three brands, which
include Flooring Canada, Carpet One and the International Design Guild. Since CCA does not typically own industry
retailers, with units usually being cooperatively owned or franchised, only its members' individual revenue is
accounted for in the industry.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The level of capital intensity is low in the Floor Covering
Stores industry in Canada. In 2021, for every $1.00 spent
on wages, the industry is expected to spend $0.04 on
capital. Capital expenditure is focused on the development
of premises that create an atmosphere conducive to selling
floor coverings. Operators are expected to add temporary
walls and lighting to create mock rooms for a variety of
flooring to be displayed. In addition, capital expenditure is
spent on cash registers and point-of-sale systems to
process sales. However, capital costs make up a small
percentage of industry revenue and are overshadowed by
labour expenses. Employees are needed to aid
consumers, process transactions and restock display
shelves. Some stores also offer installation services, which
require skilled labour, resulting in higher wage costs.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

Very Low Innovation
Concentration

Very
Unlikely

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

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

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

Technological disruption in the Canadian Floor Covering Stores industry is
minimal and is only relevant to some industry products.

The most relevant disruptive force is online rental companies for industry products, such as carpets. Consumers rent
carpets for events, photoshoots, apartment staging and other purposes. Carpets and rugs are more convenient to rent and
deliver for houses and offices than other flooring options such as hardwood, vinyl and laminate, which are more permanent.
Consequently, industry operators that concentrate on retailing carpets and rugs may endure disruption from rental
companies. However, this technological disruption may not be a significant influence since many industry operators also
provide rental services.

The level of technology change is    Low

  The Floor Covering Stores industry in Canada requires operators to
concentrate on labour when delivering services.

Consequently, companies endure little technological change relative to other industries that are more capital intensive.
Over the five years to 2021, the industry has been subject to very little technological change, but it has begun to adopt
some new technologies to remain competitive. As with most industries in the retail sector, technological advances that have
occurred in the past include the introduction of computer scanning cash registers and automated warehouse equipment.
Furthermore, the introduction of scanning and electronic data interchange has improved management and distribution.
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Revenue
Volatility

The level of volatility is    Medium

  The Floor Covering Stores industry in Canada has endured a low to moderate
level of revenue volatility over the five years to 2021.

The robust growth in residential activity in urban areas during the period has balanced out year-to-year revenue growth by
offsetting declines in areas of Canada hardest hit by slumps in commodity prices. More recently, explosive growth in
housing starts has increased demand for industry products. Still, the economic slowdown caused by the spread of
COVID-19 (coronavirus) resulted in declining industry revenue in 2020. Overall, revenue is expected to oscillate 6.2% on
average during the period.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

The Floor Covering Stores industry in Canada has a low level of regulation.

Floor covering stores are regulated primarily by the Ministry of Finance, which handles all sales tax regulation. Additionally,
floor covering stores must comply with regulations regarding the purchase of floor covering directly from overseas
manufacturers. However, this does not affect most stores because they typically make such purchases from wholesalers.
The Canadian Labour Code also set standards for hours of work, vacation time and general holidays, leave, terminations,
wages, sexual harassment and employer compliance.

Industry
Assistance

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

The Floor Covering Stores industry in Canada does not receive any assistance
from federal, provincial or local governments.

However, it does receive assistance from industry associations such as the World Floor Covering Association (WFCA) and
FloorsFirst Canada. The WFCA, which has no vested interest other than the advancement of the industry, is the industry's
largest advocacy organization that represents specialty floor covering retailers. The WFCA is a recognized industry leader
in legislative advocacy, marketing research and education. FloorsFirst Canada, which is Canada's largest association of
independent floor covering stores, helps such stores be more competitive with manufacturers and other suppliers in
addition to providing marketing support for its members.

Also, some industry operators qualified for a variety of assistance programs that were offered by the Canadian government
to help mitigate losses by businesses due to the COVID-19 (coronavirus) pandemic. For example, the Canada Emergency
Wage Subsidy covered 75.0% of an employee's wages, up to $847.00 per week, for qualified employers. Further, the
government offered a variety of loan programs, in addition to a deferral of sales taxes, in attempt to give businesses more
access to funds and reduce liquidity problems.
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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)
Housing

starts (Units)
2012 2,604 636 1,985 1,870 13,327 N/A N/A 488 N/A 214,827
2013 2,618 660 1,875 1,767 15,286 N/A N/A 525 N/A 187,923
2014 2,676 677 1,875 1,767 15,383 N/A N/A 532 N/A 189,329
2015 2,844 715 1,828 1,722 15,976 N/A N/A 564 N/A 195,535
2016 2,860 705 1,800 1,696 16,763 N/A N/A 586 N/A 197,915
2017 2,867 747 1,748 1,647 18,129 N/A N/A 614 N/A 219,763
2018 2,910 758 1,764 1,662 17,703 N/A N/A 616 N/A 212,843
2019 2,857 724 1,677 1,580 16,552 N/A N/A 583 N/A 208,685
2020 2,590 623 1,626 1,532 13,484 N/A N/A 539 N/A 217,880
2021 2,833 698 1,667 1,564 14,271 N/A N/A 574 N/A 283,062
2022 2,740 678 1,629 1,529 13,908 N/A N/A 559 N/A 231,972
2023 2,703 669 1,605 1,506 13,708 N/A N/A 551 N/A 214,684
2024 2,695 664 1,587 1,489 13,587 N/A N/A 547 N/A 216,748
2025 2,686 659 1,573 1,474 13,432 N/A N/A 541 N/A 218,812
2026 2,677 654 1,555 1,457 13,277 N/A N/A 536 N/A 220,876

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Housing

starts (%)
2012 -1.56 1.24 -1.93 -1.95 1.64 N/A N/A 2.69 N/A 10.8
2013 0.51 3.67 -5.55 -5.51 14.7 N/A N/A 7.58 N/A -12.5
2014 2.22 2.68 0.00 0.00 0.63 N/A N/A 1.35 N/A 0.74
2015 6.27 5.58 -2.51 -2.55 3.85 N/A N/A 5.97 N/A 3.27
2016 0.56 -1.36 -1.54 -1.51 4.92 N/A N/A 3.90 N/A 1.21
2017 0.26 5.88 -2.89 -2.89 8.14 N/A N/A 4.79 N/A 11.0
2018 1.49 1.45 0.91 0.91 -2.35 N/A N/A 0.30 N/A -3.15
2019 -1.84 -4.48 -4.94 -4.94 -6.51 N/A N/A -5.27 N/A -1.96
2020 -9.34 -14.0 -3.05 -3.04 -18.5 N/A N/A -7.62 N/A 4.40
2021 9.35 12.1 2.52 2.08 5.83 N/A N/A 6.54 N/A 29.9
2022 -3.27 -2.86 -2.28 -2.24 -2.55 N/A N/A -2.70 N/A -18.1
2023 -1.37 -1.42 -1.48 -1.51 -1.44 N/A N/A -1.42 N/A -7.46
2024 -0.29 -0.63 -1.13 -1.13 -0.89 N/A N/A -0.77 N/A 0.96
2025 -0.34 -0.77 -0.89 -1.01 -1.15 N/A N/A -0.99 N/A 0.95
2026 -0.36 -0.78 -1.15 -1.16 -1.16 N/A N/A -1.00 N/A 0.94

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 24.4 N/A N/A 195 18.7 6.71 36,610
2013 25.2 N/A N/A 171 20.1 8.15 34,339
2014 25.3 N/A N/A 174 19.9 8.20 34,584
2015 25.1 N/A N/A 178 19.8 8.74 35,290
2016 24.7 N/A N/A 171 20.5 9.31 34,946
2017 26.0 N/A N/A 158 21.4 10.4 33,863
2018 26.0 N/A N/A 164 21.2 10.0 34,785
2019 25.3 N/A N/A 173 20.4 9.87 35,246
2020 24.0 N/A N/A 192 20.8 8.29 39,973
2021 24.6 N/A N/A 198 20.3 8.56 40,242
2022 24.7 N/A N/A 197 20.4 8.54 40,178
2023 24.7 N/A N/A 197 20.4 8.54 40,188
2024 24.7 N/A N/A 198 20.3 8.56 40,237
2025 24.5 N/A N/A 200 20.2 8.54 40,299
2026 24.4 N/A N/A 202 20.0 8.54 40,363

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

World Floor Covering Association
http://www.wfca.org

Industry Jargon ELECTRONIC DATA INTERCHANGE
The transmission of electronic documents among businesses from one computer system to another.

LAMINATE FLOORING
A synthetic style of flooring that simulates wood or stone through a lamination process.

RESILIENT FLOORING
A manufactured interior floor-covering material, in either sheet or tile form, that is resilient. Such flooring includes
linoleum, sheet vinyl, vinyl composition tile, cork and others.

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
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
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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.



IBISWorld helps you find the industry
information you need – fast.

With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
info@ibisworld.com to learn more.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
with regard to the completeness or accuracy of the data or information contained herein, and it accepts no
responsibility and disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage
whatsoever suffered or incurred by any other person resulting from the use of, or reliance upon, the data or
information contained herein. Copyright in this publication is owned by IBISWorld Inc. The publication is sold on
the basis that the purchaser agrees not to copy the material contained within it for other than the purchasers own
purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
or opinions prepared for any other person – it is agreed that it will be sourced to: IBISWorld Inc.

Copyright 2021 IBISWorld Inc.
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