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COVID-19
(Coronavirus)
Impact Update

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

· The Consumer Electronics Stores industry in Canada is anticipated to benefit from the strong rebound in consumer
spending during 2021. For more detail, please see the Current Performance chapter.

· Supply chain issues are likely to present challenges for industry operators. Additionally, the global semiconductor
shortage is also expected to affect operators. For more detail, please see the Demand Determinants chapter.

· Revenue volatility is anticiapted to remain moderate despite recent pandemic-related disruptions. For more detail,
please see the Revenue Volatility chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.



Consumer Electronics Stores in Canada October 2021

4 IBISWorld.com

About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Consumer Electronics Stores industry in Canada retails a range of appliances, electrical goods and home

entertainment products, such as dishwashers, TVs and computers. Industry operators purchase goods from
manufacturers or wholesalers, which are then sold to the general public in stores or online. New purchases
dominate the market, but many stores also offer repair services, while some sell used goods.

Major Players Best Buy Canada Ltd.

Main Activities The primary activities of this industry are:

Retailing consumer electronics (e.g. radios, TVs, digital cameras, video games and computers)

Retailing mobile phones, smartphones and accessories

Retailing new household appliances (e.g. refrigerators, washing machines and ovens)

Retailing new personal appliances (e.g. hair dryers, curling irons and electric razors)

Offering repair services in conjunction with retail operations

The major products and services in this industry are:

TV and audiovisual equipment

Computer hardware and software

Appliances

Cameras and photo equipment

Mobile phones, landlines and telephone equipment
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Supply Chain

SIMILAR INDUSTRIES

Hobby & Toy Stores in Canada Office Supply Stores in Canada Used Goods Stores in Canada Electronic & Computer Repair
Services in Canada

E-Commerce & Online Auctions in
Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Consumer Electronics Stores in
the US

Computer Stores in the US Camera Stores in the US Domestic Appliance Retailing in
Australia

Photographic Equipment Retailing
in Australia

Computer and Software Retailing
in Australia

Camera Stores in China Home Appliance Stores in China

Computer Stores in China Computer & Gaming Product
Retailers in the UK

Audio & Video Equipment
Retailers in the UK

Electrical Household Appliance
Retailing in the UK

Domestic Appliance Retailing in
New Zealand

Computer and Computer
Peripheral Retailing in New
Zealand
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Industry at a Glance
Key Statistics

$16.3bn
Revenue

Annual Growth

2016–2021

1.4%

Annual Growth

2021–2026

-0.3%

Annual Growth

2016–2026

 

$602.8m
Profit

Annual Growth

2016–2021

0.4%

  Annual Growth

2016–2021

 

3.7%
Profit Margin

Annual Growth

2016–2021

-0.2pp

  Annual Growth

2016–2021

 

2,826
Businesses

Annual Growth

2016–2021

-8.4%

Annual Growth

2021–2026

-3.7%

Annual Growth

2016–2026

 

37,299
Employment

Annual Growth

2016–2021

-6.3%

Annual Growth

2021–2026

-1.9%

Annual Growth

2016–2026

 

$1.7bn
Wages

Annual Growth

2016–2021

-5.1%

Annual Growth

2021–2026

-1.6%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

20.6%
Demand from e-commerce and
online auctions

2.3%
Per capita disposable income

7.4%
Housing starts

0.6%
Number of adults aged 20 to 64

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady   Industry Globalization

Low / Steady

MIXED IMPACT

  Revenue Volatility
Medium   Technology Change

Medium

  Barriers to Entry
Medium / Steady

NEGATIVE IMPACT

  Life Cycle
Decline   Industry Assistance

Low / Increasing

  Competition
High / Increasing

 

Key Trends

 The industry has endured increasing levels of competition
from external channels

 Strong demand is anticipated to bolster industry revenue

 Price competition has cut into industry profit over the past
five years

 The number of industry operators is expected to fall further

 External markets are expected to garner renewed demand

 Less profitable stores are forecast leave the industry

 Increased external competition and changing consumer
preferences have hurt industry profit
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Customer Class Concentration

  High Revenue per Employee

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Decline Life Cycle Stage

  Low Profit vs. Sector Average

  High Product/Service Concentration

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  Demand from e-commerce and online auctions

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Per capita disposable income
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Executive Summary Dead batteries: The industry will likely be negatively affected by external
markets garnering higher sales

The Consumer Electronics Stores industry in Canada has experienced mixed performance over the five years to
2021. Industry retailers offer a broad spectrum of goods, including TVs, computers, tablets, refrigerators, washing
machines and blenders. Over the past five years, the industry has struggled due to strong competition from mass
merchandisers, such as discount retailers and department stores, as well as the continued rise of e-commerce
outlets. However, the large shift in consumer spending from services to goods during the COVID-19 (coronavirus)
pandemic has unexpectedly boosted industry revenue as demand for industry products rose alongside consumer
confidence. Supply chain disruptions are likely to inconvenience businesses and consumers as shortages affect
inventories. Taking into account recent developments, IBISWorld projects industry revenue to increase at an
annualized rate of 1.4% to $16.3 billion over the five years to 2021, including an increase of 7.9% in 2021 alone as
previous years of decline are partially offset by the current spending boom.

The industry has generally been in decline over the past decade, as many industry operators have struggled to
attract customers to their stores due to online merchants and mass merchandisers competing in price and variety.
Large operators such as Best Buy Canada Ltd. have begun restructuring their businesses by closing unprofitable
stores and shifting their focus to maintaining smaller stores and emphasizing customer service by offering more
interactive shopping experiences. Increased external competition and changing consumer preferences have
contributed to a decline in industry profit during the period.

Over the five years to 2026, the industry is forecast to marginally decline. Although the economy is expected to
recover, external markets are projected to garner higher sales. As a result, competition between industry operators
and external companies will likely increase. While operators will invest heavily in their own e-commerce capabilities
to compete effectively, revenue gained through such channels is not considered industry-relevant and will likely
further siphon away demand from the industry. Consequently, IBISWorld projects industry revenue will decrease at
an annualized rate of 0.3% to $16.0 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Per capita disposable income

Goods sold by consumer electronics stores are often discretionary. Therefore, a rise in per capita disposable income
increases the propensity for consumers to purchase more industry products, leading to growth in industry demand.
Per capita disposable income is expected to decrease in 2021, posing a potential threat to the industry despite
remaining at a historically elevated level.

 

Demand from e-commerce and online auctions

Consumer electronics stores regularly compete with external retailers, such as e-commerce sites and online
auctions. As competition increases, the industry may experience declining sales as customers change shopping
location preferences. Demand from e-commerce and online auctions is expected to increase in 2021.

 

Housing starts

A rise in the number of housing starts will likely lead to higher demand for consumer electronics. New housing
construction is one of the largest factors determining the purchase of new appliances, electrical goods and home
entertainment products, as many new homeowners furnish their homes with industry products. The rate of housing
starts reflects the level of new residential construction activity, creating demand for new appliances and electronics
as more homes are built. Housing starts are expected to rise in 2021, representing a potential opportunity for the
industry.

 

Number of adults aged 20 to 64

A rise in the number of adults aged 20 to 64 will likely lead to higher demand for consumer electronics. Stores in this
industry retail goods for all genders and age groups, but adults are the primary purchasers. Therefore, as the
number of adults aged 20 to 64 rises, demand for industry goods increases. The number of adults aged 20 to 64 is
expected to increase in 2021.

 



Consumer Electronics Stores in Canada October 2021

11 IBISWorld.com

Current
Performance

The Consumer Electronics Stores industry in Canada retails a broad
spectrum of goods, including TVs, computers, tablets, refrigerators,
washing machines and blenders.

Over the five years to 2021, the industry has struggled due to strong competition from mass merchandisers, such as
discount retailers and department stores, as well as the continued rise of e-commerce outlets such as Amazon.com
Inc. (Amazon). The COVID-19 (coronavirus) pandemic and the resulting shift in consumer spending from services to
goods have benefited industry operators. However, disruptions to global supply chains pose potential challenges to
operators via shortages and rising prices. Taking into account these developments, IBISWorld projects industry to
increase at an annualized rate of 1.4% to $16.3 billion over the five years to 2021, including an increase of 7.9% in
2021 alone as unprecedented consumer demand continues to bolster industry performance.

EXTERNAL COMPETITION

The industry has endured increasing levels of competition from external
channels that sell industry products.

As a result, industry performance has declined and the industry has endured many years of declining revenue. E-
commerce retailers, such as Amazon; and mass merchandisers, such as Walmart Inc. (Walmart), represent the
largest sources of competition for industry operators. These companies provide an easy way for shoppers to search
for goods from their home computers or mobile phones. In addition, some shoppers visit stores to examine products
before choosing to purchase them more cost effectively through an online outlet. E-commerce operators are able to
offer lower prices because they have fewer overhead costs, which appeals to cash-strapped consumers. With more
products being offered by outlets such as these, the competition they offer to physical locations will likely continue to
rise.

In an attempt to combat this threat, many operators have begun converting larger stores into smaller and more
specialized outlets that focus on specific products and emphasize customer service. These redesigned
establishments provide consumers with the opportunity to examine products in person and ask sales
representatives any related questions. For instance, major player Best Buy Canada Ltd. (Best Buy Canada) has
increased the number of its Best Buy Mobile standalone locations, while decreasing its total large format store
count. As a result, the average store size of Best Buy Canada locations has fallen over the past five years. Moving
forward, companies will likely seek to increase profit with these stores because they have lower overhead costs and
sell products that command higher profit.

RETAIL DISRUPTION

Although the industry has a low level of globalization, it is dependent on
trade and manufacturing activity to receive products to sell.
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The unanticipated rebound in consumer spending amid the coronavirus pandemic has contributed to global supply
chain disruptions, resulting in shortages and bottlenecks that have affected the production and delivery of industry-
relevant consumer goods. Production and shipping problems are anticipated to continue to influence industry
operators in the near term as price increases and limited supply inconvenience businesses and consumers.
Semiconductor shortages in particular, which have grown in severity, are likely to cause problems for operators
given the industry provides electronic appliances and other tech products. However, strong demand is anticipated to
bolster industry revenue despite continuing supply chain difficulties.

During the period, external competition from online retailers have driven industry operators to adapt to industry wide
disruptions. Capital investment is mainly made in fixtures and fittings, cash registers and point-of-sale (POS)
systems and computer equipment necessary for online retail platform infrastructure. POS systems have enabled
operators to computerize their inventory, resulting in better stock control. Overall, capital intensity has remained
relatively stable over the past five years. This is because while industry operators have increased investment in
online infrastructure to adapt to the rise in internet retail sales, many stores have downsized and shifted focus
toward smaller-format stores that focus on high-margin mobile goods. Due to the challenges posed by the
coronavirus pandemic, IBISWorld projects more companies will begin to quicken their transition to online services to
reduce costs and find new ways to remain competitive.

INDUSTRY LANDSCAPE

The complications caused by external competition have significantly
affected industry participation, with many poorly performing stores
exiting the industry.

Overall, the number of establishments has fallen at an annualized rate of 8.6% to 7,700 locations over the five years
to 2021. This has caused industry employment to fall as well, declining at an annualized rate of 6.3% to 37,299
people during the same period. However, this competition has prompted many operators to focus on improving the
in-store experience by hiring more knowledgeable employees and paying more attractive wages, as having a higher
quality workforce is an advantage industry companies can have over a digital competitor. As a result, industry wages
have fallen at a slower rate, decreasing an annualized 5.1% to $1.7 over the five years to 2021.

Consequently, price competition has cut into industry profit over the past five years, despite the closure of many less
profitable stores and the focus by other stores on higher margin goods. Overall, IBISWorld estimates industry profit,
measured as earnings before interest and taxes, to account for 3.7% of industry revenue in 2021, down from 3.9%
in 2016. Notably, industry major player Best Buy Canada, which accounts for about 20.0% of industry revenue in
2021, has generated profit that is slightly higher than the industry average over the past five years, demonstrating
the performance benefits accrued by larger industry operators due to economies of scale and logistical advantages.



Consumer Electronics Stores in Canada October 2021

13 IBISWorld.com

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable

income
($)

2012 18,153 4,168 12,516 4,598 74,076 N/A N/A 2,972 N/A 28,883
2013 15,180 3,765 13,163 4,511 66,242 N/A N/A 2,930 N/A 29,369
2014 15,026 3,585 12,805 4,457 60,657 N/A N/A 2,691 N/A 29,466
2015 15,263 3,274 12,517 4,412 56,790 N/A N/A 2,410 N/A 30,804
2016 15,170 3,029 12,049 4,373 51,725 N/A N/A 2,269 N/A 30,332
2017 14,797 2,955 9,043 4,005 49,245 N/A N/A 2,247 N/A 30,675
2018 14,579 2,949 8,530 3,638 46,283 N/A N/A 2,170 N/A 30,647
2019 14,150 2,707 8,002 3,269 43,388 N/A N/A 1,971 N/A 30,852
2020 15,100 2,333 7,739 2,941 37,525 N/A N/A 1,787 N/A 33,416
2021 16,291 2,523 7,700 2,826 37,299 N/A N/A 1,742 N/A 31,560
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Industry Outlook
Outlook The Consumer Electronics Stores industry in Canada is expected to

resume a gradual decline over the five years to 2026.

Despite expected economic recovery from the COVID-19 (coronavirus) pandemic, industry revenue is projected to
fall as consumer spending on industry products tapers off. Furthermore, as competitors further shift resources into
their domestic e-commerce operations, this will likely siphon revenue away from the industry, as e-commerce sales
are not industry-relevant. Consequently, IBISWorld projects industry revenue will decrease at an annualized rate of
0.3% to $16.0 billion over the five years to 2026.

COMPETITION

External competition from e-commerce outlets will likely continue to
inhibit industry operators over the next five years.

As the number of mobile digital connections rises and sales grow, this will likely continue to siphon dollars away from
the industry. Additionally, mobile use has grown dramatically over past decade. While e-commerce remains a strong
threat to the industry, the conversion of large-scale consumer electronics stores to specialized, small-scale stores
will likely aid the performance of the industry. This is due to store conversions expected to reduce overhead costs,
leverage economies of scale and focus on higher-margin products. However, these new stores may ultimately have
lower earnings potential due to their diminished size compared with previous stores.

Due to the continued decline in demand for consumer electronics in brick-and-mortar locations, the number of
industry operators is expected to fall further over the next five years. Many small players are likely to be unable to
succeed financially in the difficult selling environment and will exit the industry. Overall, the number of industry
establishments is forecast to decline at an annualized rate of 3.4% to 6,468 locations over the five years to 2026.
Consequently, with businesses closing, employment will likely continue to fall, decreasing at an annualized rate of
1.9% to 33,887 workers during the same period.

DEMOGRAPHIC AND ECONOMIC TRENDS

Over the five years to 2026, the number of Canadians aged 20 to 64 is
forecast to rise marginally.

The industry targets this population demographic as the main purchasers of industry products and gears most
marketing campaigns toward them. This age segment typically has higher levels of discretionary funds that can be
spent in consumer electronics stores, specifically for higher-end products. With stagnant growth in the number of
people in this demographic, the customer base for the industry will likely be cut. Notably, consumers under the age
of 65 are more likely to shop online than those older than 65. Therefore, while this age group is a target market for
industry operators, it is also a target market for the industry's primary competitor, and this group is trending more
toward e-commerce than buying in brick-and-mortar industry establishments. Additionally, despite consumer
confidence recovering from the coronavirus pandemic, external markets are expected to garner renewed demand
over the next five years.

ENERGY-EFFICIENT APPLIANCES
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Canadian consumers' commitment to the environment is likely to play a
larger part in their selection of home appliance products over the next five
years.

Consumers have already started actively seeking out and purchasing items that feature lower energy use, less
water consumption and greater recyclability. The ENERGY STAR program, administered in Canada by Natural
Resources Canada and registered in Canada by the Environmental Protection Agency in the United States,
supports this trend. This program qualifies products in the top 15.0% to 30.0% of its class for energy performance
and has heightened consumers' awareness of green appliances by labelling qualified products with its symbol. As a
result, consumer electronics stores are anticipated to experience increased sales of energy-efficient appliances over
the coming years.

INDUSTRY PROFIT

Industry profit is expected to marginally improve over the next five years.

External and internal competition are expected to remain strong, which will likely contribute to continued price
competition. However, less profitable stores are forecast leave the industry as other stores focus on higher margin
goods. IBISWorld anticipates industry profit to increase marginally over the five years to 2026 as operating
difficulties caused by supply chain disruptions dissipate.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income  ($)

2021 16,291 2,523 7,700 2,826 37,299 N/A N/A 1,742 N/A 31,560
2022 16,955 2,597 7,518 2,748 37,540 N/A N/A 1,766 N/A 32,740
2023 16,755 2,551 7,182 2,620 36,514 N/A N/A 1,723 N/A 32,722
2024 16,507 2,501 6,847 2,492 35,503 N/A N/A 1,680 N/A 32,677
2025 16,259 2,457 6,647 2,410 34,658 N/A N/A 1,643 N/A 32,707
2026 16,016 2,415 6,468 2,338 33,887 N/A N/A 1,608 N/A 32,786
2027 15,785 2,375 6,314 2,277 33,205 N/A N/A 1,578 N/A 32,886
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

The industry's contribution to the economy is decreasing

The number of enterprises is decreasing

External competition has had a detrimental effect on industry performance

The Consumer Electronics Stores industry in Canada is in the decline stage of its life cycle. Industry value added
(IVA), which measures an industry's contribution to the overall economy, is expected to decline at an annualized rate
of 2.2% over the 10 years to 2026. Canadian GDP is forecast to grow at an annualized rate of 1.9% during the same
period. Decreasing IVA relative to the economy as a whole is indicative of a declining industry.

The industry's decline can be largely attributed to increasing external competition and the waning popularity of many
industry products. TVs, refrigerators and other products have been traditionally sold by industry operators but are
increasingly being sold across the retail sector by mass merchandisers and e-commerce retailers, creating intense
competition. In addition, some of the industry's core products, such as high definition TVs, video game consoles and
digital cameras, have been experiencing price declines and saturation in the market. Intense competition and
declining IVA are characteristics of a declining industry.

The decline is also signalled by its profit growth trends. Over the five years to 2021, consumers have become
increasingly price sensitive and have been using technological means to easily compare prices with discount
retailers, department stores and online retailers. In turn, industry operators have been forced to attract new
consumers by using aggressive discounting tactics, which have cut into profit. Falling participation is also indicative
of a declining industry, as the number of enterprises is forecast to fall an annualized 6.1% over the 10 years to 2026.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Retail Trade In Canada

Consumers in Canada

Key Selling Industries
1st Tier

Computer Manufacturing in Canada

Audio & Video Equipment Manufacturing in Canada

TV & Appliance Wholesaling in Canada

Major Household Appliance Manufacturing in Canada

Electronic Part & Equipment Wholesaling in Canada

Computer & Packaged Software Wholesaling in Canada

2nd Tier

Local Freight Trucking in Canada

Electric Power Transmission in Canada

Products & Services

  The Consumer Electronics Stores industry in Canada is highly
fragmented, represented by many small establishments with varying
specialties.

Industry products are provided by manufacturers that depend on offshore productions. IBISWorld expects the
majority of demand for services to experience challenges in 2021 due to global supply chain issues that directly
affect the sourcing of industry products.

APPLIANCES

Major appliances, including refrigerators, freezers, washing machines,
ovens and stovetops, in addition to small appliances, such as mixers,
blenders and toasters, account for 48.7% of industry revenue in 2021, and
are especially important to large-format chains such as Best Buy Canada
Ltd.

More operators are expected to specialize and expand its selection of appliances as it provides higher profit
opportunities for operators. Since products in this group are considered big-ticket purchases, this product segment is
susceptible to changes in both per capita disposable income and consumer confidence. This segment has grown as
a share of revenue over the five years to 2021.

COMPUTER HARDWARE AND SOFTWARE

Computer hardware and software is expected to account for 23.2% of
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industry revenue in 2021.

IBISWorld expects this product's share of revenue to have declined over the past five years, despite the introduction
of new technology, including tablet computers such as the iPad. While prices for this segment have been falling due
to lower manufacturing costs, this has spurred increased consumer purchases. Although hardware sales have risen
over the past five years, software sales have decreased due to competition from the internet's direct downloads,
online retailers and software piracy.

TV AND AUDIOVISUAL EQUIPMENT

TV and audio equipment are estimated to account for 16.5% of industry
revenue in 2021.

Products sold within this segment include flat-screen, plasma, LCD and LED TV sets, DVD and Blu-ray players,
digital cameras, video recorders and video games and their consoles. This segment's share of revenue is highly
volatile due to the varying trends in popularity of different products. Furthermore, this segment also endures high
levels of competition from external sources. However, this segment has grown as a share of revenue during the
period.

Over the past decade, some products in this segment have increased due to new technology developments and
rapid introductions of new products. These trends have not slowed over the past five years, with product innovation
in this segment growing steadily. For example, 4K and Ultra-HD TVs have become much more popular with
consumers over the past five years.

The convergence of electronic capabilities has slowed demand for some products included in this industry. For
instance, smartphones have replaced digital cameras for many people, while video-streaming services have started
to replace portable DVD players and discs. Thus, this segment's share of revenue has only marginally increase, but
will likely decline moving forward as multifunctional electronics gain in popularity. Falling TV prices also pose a
threat to this segment as stores have been forced to lower prices to compete with e-commerce retailers and
discount department stores.

MOBILE PHONES, LANDLINES AND TELEPHONE EQUIPMENT

Over the past five years, this segment has strongly declined as the main
retailers for telecommunication products are defined outside the industry.

IBISWorld expects mobile phones, landlines and telephone equipment to account for 7.7% of industry revenue in
2021. Furthermore, consumers have taken to the internet to purchase smartphones, especially newly launched
models, such as the iPhone X, as demand in brick-and-mortar stores often vastly outstrips supply. However, despite
strong demand for these products, many consumers prefer to purchase mobile phones through telecommunications
providers that offer call and data plans and permit consumers to pay off the device over time. Consequently, this
segment accounts for a relatively small share of revenue when compared with overall demand for these devices.

CAMERAS AND PHOTO EQUIPMENT

The cameras and photo equipment segment have experienced a major
decline as a share of revenue over the past five years.

Consumers have increasingly shifted to using their smart phones rather than traditional cameras and recording
equipment to take pictures. This has reduced demand from most casual picture takers for this segment's products.
IBISWorld estimates this segment accounts for 3.9% of industry revenue in 2021. Camera sales are expected to
continue to decline over the five years to 2026.

Demand
Determinants

Consumer electronics and appliances that are included in the scope of the
Canadian Consumer Electronics Stores industry are often considered
discretionary goods.

Therefore, the level of demand is sensitive to changes in consumer confidence and available household disposable
income. Growth in income enables consumers to demand a broader range of goods and increases the quality and
price of goods purchased. While several products retailed in this industry are small-ticket items, such as toasters
and coffee machines, big-ticket items, such as flat-screen TVs and computers require a substantially larger portion
of consumers' disposable income. As a result, periods of economic uncertainty and labour market weakness are met
with a decline in demand. A decrease in income levels may lead consumers to either delay purchases of industry
goods or lead consumers to purchase secondhand items, reducing industry demand.
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The purchase of discretionary goods is also determined by consumers' perception of the economy. This includes
household finances, business conditions, unemployment, inflation, interest rates, income and government policy.
When confidence is high, demand for consumer electronics store items increases. When confidence is low,
consumer electronics store sales reflect a downward trend.

Additionally, the prices a store charges for appliances, TVs and other electronic goods affects demand for these
items. Prices of many consumer electronics, such as HDTVs and laptop computers, have been falling over the past
decade due to lower component and manufacturing costs and maturing technologies. Given the highly saturated
and crowded consumer electronics market, consumers are able to search for the best possible price for goods, both
inside and outside the industry. Traditionally, stores have endured competition from mass merchandisers and
department stores; however, online retailers are a new and growing threat. In recent years, storeowners have
started fighting competition from e-commerce sites with lower prices.

Due to the COVID-19 (coronavirus) pandemic, the industry's top upstream trading partners, which include China,
Taiwan and Vietnam, are expected to be affected as disruptions hamper the production and shipping of industry-
relevant products. In particular, the global semiconductor shortage is likely to present a challenge to industry
operators, whose products require these electronic components. As global supply chain issues persist, industry
operators and consumers are likely to be inconvenienced by higher prices and temporary product shortages.

Major Markets

  The Consumer Electronics Stores industry in Canada is expected to
experience strong growth in 2021 due heightened consumer confidence
and an elevated level of spending on goods over services due to
pandemic-related disruptions.

  CONSUMERS AGED 29 AND YOUNGER

This segment contains two groups, which are consumers aged between
25 and 29 and consumers younger than 25 years old.

Younger consumers are more likely to buy home entertainment systems, mobile telephones or computers than they
are appliances. Many consumers aged 25 to 29 live with their parents or in rental housing, both of which tend to
come fitted with appliances. While these consumers tend to have less income than older ones, they are still willing to
spend on electronics for entertainment, particularly mobile devices. For instance, consumers in this market are most
likely to purchase tablets and other new emerging technologies. Consumers aged 24 and younger account for a
smaller proportion of the total market. Individuals in this age group typically have limited disposable income and live
with relatives or in apartments with roommates, restricting their ability and necessity to make big-ticket purchases.
Nonetheless, these consumers are often very aware of changes in technology and constantly demand new product
developments from the industry. Overall, consumers aged 29 or younger account for an estimated 23.0% of industry
revenue in 2021, increasing as a share of revenue over the five years to 2021.

CONSUMERS AGED 30 TO 54

Consumers aged 30 to 39 and consumers aged 40 to 54 account for the
largest portion of revenue, generating 21.0% and 29.5%, respectively, in
2021.
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Most consumers in this category are employed individuals with steady incomes. Therefore, they are able to freely
spend on big-ticket items that make up a significant share of industry products. In addition, consumers in this group
typically have their own families and homes, making them an ideal market for the industry. Consumers in this
segment purchase items across this industry's product spectrum, including TVs, major appliances and small
electrical equipment, such as blenders. This segment has risen slightly as a share of revenue over the five years to
2021.

CONSUMERS AGED 55 TO 64

Consumers aged 55 to 64 are expected to account for 17.3% of industry
revenue in 2021.

People in this age segment are often baby boomers, namely those born between 1945 and 1965, usually in their
peak earning years and have relatively high disposable incomes. Small appliances that require minimum disposable
income dominate industry purchases made by this market, followed by major appliances and TVs. Consumers in this
group often replace old, existing equipment before entering retirement, leading to this segment's relatively high
share of revenue. Over the past five years, with more baby boomers entering this demographic, this segment has
increased as a share of industry revenue.

CONSUMERS AGED 65 AND OLDER

Consumers aged 65 and older account for an estimated 9.2% of industry
revenue in 2021.

Most of these consumers have entered retirement and therefore have lower disposable income streams than those
consumers in the younger demographics. In addition, these consumers have homes that are well equipped with
appliances and are not as sensitive to technological changes, often opting to continue using old equipment.
Consumers in this demographic stand apart from the other market segments in that they are less likely to shop
online. IBISWorld expects this segment to have decreased as a share of revenue over the past five years.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Consumer Electronics Stores industry in Canada does not participate in international trade, as trade figures are
accounted for in the relevant upstream manufacturing industries. Many of the products sold by operators are
imported from other nations. Manufacturing costs and exchange rates in the countries that source products heavily
influence the prices of electronics and appliances. Refer to IBISWorld report 33522CA and 33431CA for more
information. However, recent developments in global trade are expected to disrupt the industry's supply chain in
2021 as pandemic-related disruptions to production and shipping contribute to shortages and delivery delays.
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Business
Locations

  The geographic distribution of establishments in the Canadian Consumer Electronics Stores industry closely follows the Canadian
population. This is typically the case with retail industries because they rely heavily on consumer purchases. In theory, there is
higher demand for department stores when there are more residents, as department stores often service expanding residential
areas.

Ontario contains the largest density of industry establishments, accounting for an estimated 41.1% of total locations in 2021.
Ontario is Canada's most populated province, containing an estimated 38.8% of the population in 2021. Toronto accounts for the
most significant share of both population and industry presence. Being on the Great Lakes gives the province an established
transportation network with easy access to imports from the United States.

Quebec also holds a large share of the population, and is expected to account for 24.9% of industry establishments in 2021. The
province also has access to key waterways that make transporting goods easier and less costly. Moreover, British Columbia and
Alberta are expected to account for a respective 14.1% and 10.1% of industry establishments in 2021. IBISWorld projects these
provinces' disproportionate share of revenue can be attributed to their higher average income levels than other provinces.
Consumer electronic stores are more common in large urban areas where most business is conducted. Therefore, areas, such as
New Brunswick, Newfoundland and Prince Edward Island, have a negligible share of the industry's establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Consumer Electronics Stores industry in Canada has a low level of market share concentration, with the
industry's top four largest players expected to account for less than 30.0% of industry revenue in 2021. However,
much of that concentration is from the industry's largest player, Best Buy Canada Ltd. (Best Buy Canada), which is
expected to account for about 20.0% of revenue in 2021. Industry participation has fallen over the five years to
2021, which has resulted in the average revenue generated per establishment to increase during the period.
Furthermore, while the industry does have some large operators with a significant presence, most industry operators
are small companies, which serves to keep the overall market share concentration low. According to Statistics
Canada and IBISWorld estimates, more than 40.0% of industry establishments are operated by nonemployers,
increasing as a share of total establishments over the past five years. In addition, more than 90.0% of stores employ
fewer than 20 workers in 2020. IBISWorld expects industry market share concentration to remain unchanged over
the five years to 2026. However, with companies continuing to exit the industry, Best Buy Canada is in the position
to continue growing its market share over the next five years.

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:
Effective and efficient control of stock reduces inventory costs, increases stock turnover and prevents excess
inventory.

Attractive product presentation:
The layout and stock display of industry establishments should be clear and well-presented. Having appealing
product displays can encourage product purchases and strengthen the company's image.

Experienced work force:
Industry operators should maintain a highly skilled workforce that is known for its quality customer service and
product expertise. Staff turnover can be reduced with ongoing training and work-advancement programs.

Having links with suppliers:
Products sold by this industry often have high brand recognition. Industry operators should have links with suppliers
of such brands to generate high sales.

Proximity to key markets:
Industry establishments should be located in well-populated areas and be easy to locate and access. Smaller
operators should also consider locations with high foot traffic.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 3.7% of industry revenue in 2021, down from
3.9% in 2016. IBISWorld expects profit to vary among consumer
electronics and appliance retailers based on a company's size and the
specific products they sell. Larger stores often buy merchandise in bulk
to achieve more cost savings, while smaller stores do not experience
the same economies of scale, and therefore, incur higher purchasing
costs and lower profit. Strong competition from large external
competitors, such as Amazon.com Inc. and Walmart Inc., has impaired
profit margin growth as a result of price competition.

Many smaller, unprofitable operators have been forced to exit the
industry over the five years to 2021, while larger companies have
restructured to focus more on stores with low overhead costs that sell
high-margin goods. However, the price pressure placed on industry
operators has ultimately brought down profit over the past five years.
Furthermore, the COVID-19 (coronavirus) pandemic was a drag on
profit in 2020, as varying consumer confidence and restrictions
interrupted normal operating conditions. However, profit is anticipated
to have risen in 2021 as pandemic related risks diminish and consumer
spending on industry goods rebounds.
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  Wages

Industry wages are estimated to account for 10.7% of revenue in 2021,
down from 15.0% in 2016. Industry operators rely on employees for
daily operations such as customer service, maintenance of store
displays and inventory checks. Employee compensation, including
payroll and benefits, is consumer electronics stores' second-largest
expense. Industry wages' share of revenue has decreased over the five
years to 2021 as industry revenue declined at a slower rate than
industry wages; during the final years of the current period, revenue is
expected to expand while wages continue to fall, continuing this trend.

Furthermore, the industry average salary has increased over the past
five years, as heightened competition from online stores has increased
the need for stores to find talented employees that can address difficult
technical questions. This gives industry operators a slight advantage
over online retailers. As the industry adapts to external competition,
wages are anticipated to marginally decline as a share of revenue over
the five years to 2026.

 

  Purchases

Purchase costs are expected to remain the single-largest expense,
accounting for 73.2% of industry revenue in 2021, up from 72.3% in
2016. High purchase costs are typical of retail industries because
stores must maintain a significant volume of inventory to meet
consumer demand. Supply chain issues have posed a challenge for
many operators, which have experienced shipping delays and price
increase due to upstream disruptions to production and shipping
activity. These developments are anticipated to increase purchase
costs as a share of revenue in the near term.

 

  Marketing

Marketing costs are estimated to account for 1.3% of industry revenue
in 2021. Given the high levels of competition in the industry, operators
often must invest in marketing campaigns to drive traffic to stores.
Brand recognition is expected to encourage smaller operators to invest
in traditional marketing. Consequently, IBISWorld expects marketing
costs to have gradually increased as share of revenue over the past
five years.
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  Depreciation

Depreciation costs are expected to account for 1.1% of industry
revenue in 2021. Capital investment is mainly made in fixtures and
fittings, cash registers and point-of-sale systems and computer
equipment necessary for online retail platform infrastructure. However,
the industry is heavily reliant on labour, with IBISWorld projecting
depreciation's share of revenue to remain stable over the five years to
2026.

 

  Rent

Rent costs vary depending on the size and location of each
establishment, although these costs do not comprise a substantial
portion of costs for industry operators. IBISWorld estimates rent costs
account for 2.7% of industry revenue in 2021.

 

  Utilities

Utility costs account for an estimated 0.8% of industry revenue in 2021.
Utility costs include heat, water and electricity, all of which are
necessary costs when operating a store.

 

  Other Costs

All other costs include miscellaneous expenses, such as office
supplies, freight and cartage, postage, administrative costs and
accounting services. IBISWorld estimates other expenses to account
for 6.4% of industry revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

The Consumer Electronics Stores industry in Canada is highly
competitive, with operators competing with one another on the basis of
price, product range, customer service, location and store promotions.

By nature, consumers are relatively price conscious and will choose to shop at stores offering the best price for the
item or items to be purchased. Given the high price tag of some merchandise, operators aim to ensure that prices
are in line with industry averages and that any reductions in purchase prices from suppliers are passed on to
consumers.

Products sold by this industry range in size and relative price. In an attempt to gain exposure to most of the
consumer market, operators compete on the basis of the type and brand of products offered and their respective
quality. Industry operators want to appeal to consumers that are in the market for big-ticket items such as
refrigerators and flat-screen TVs, but operators also want to attract consumers that are seeking to purchase smaller
home appliances, such as blenders and coffee makers. Additionally, consumers will likely be attracted to particular
stores based on the quality of products they offer.

Customer service is also an important consideration. An establishment's staff must be well-versed in the functions of
the technical products that consumer electronics stores offer. Furthermore, it is important that stores stand behind
purchases with extended warranties and repair services. Customer service helps determine the number of buyers
that return to shop at the same store. Some other players aim to differentiate themselves from competitors by
offering sophisticated installation services with regard to their home entertainment products.

Other forms of internal competition include location and store promotions. A store's location influences a retailer's
popularity and the number and type of potential consumers it can reach. Operators compete for stores that are close
to other retail premises such as shopping centres and strip malls because they often provide ample customer
parking and are easily accessible for consumers. When located close to other popular stores, consumer electronics
stores benefit from an overflow of customers that were not originally planning on visiting them. Industry players also
offer promotional deals, such as coupons, discounts and add-ons in an attempt to boost sales. Industry operators
often rely on Christmas and holiday purchases to meet sales goals. Consequently, these offers are typically
presented in periods of slower sales to maintain consumer awareness and boost company sales.

EXTERNAL COMPETITION

Online stores have continued to emerge as a serious threat to consumer
electronics stores, adding to the industry's already significant external
competition.

For years, consumer electronics stores have endured competition from department stores, home improvement
stores and warehouse clubs; the addition of online retailers has only increased external competition. Department
stores, such as the Hudson's Bay Company, offer appliances and electronics that are competitively priced and cover
an extensive range of products available on the market.

Discount retailers, such as Costco Wholesale Corporation and Walmart Inc., have also challenged consumer
electronics stores. Due to their sheer size and market power, these stores have the added advantage of being able
to purchase larger quantities of goods at a discount; hence, they are often able to provide industry goods at lower
prices, attracting price-conscious consumers. Home improvement stores, such as the Home Depot Inc. and Lowe's



Consumer Electronics Stores in Canada October 2021

28 IBISWorld.com

Companies Inc., also retail large and small appliances, TVs and home electronics. Furthermore, online appliance
and electronics retailers are growing their presence. Online stores compete with a wide selection, lower prices and
the added convenience of shopping from home. The COVID-19 (coronavirus) pandemic has accelerated consumers'
dependence on these retailers given the convenience and scope offered by e-commerce. This shift is anticipated to
contribute to the gradual decline of industry performance over the five years to 2026.

Barriers to
Entry

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

  New operators planning to enter the Canadian Consumer
Electronics Stores industry will likely need to overcome
several barriers. The most significant of these will likely be
the level of external competition industry players endure
from department stores, discount retailers and online
retailers. These larger-sized operators limit demand for
consumer electronics stores because they benefit from
economies of scale and are able to purchase a wide
variety of comparable merchandise, often at discounted
prices, enabling them to pass these cost savings on to
consumers without significantly reducing product margin.

Prospective operators will also need to consider the level
of market dominance exerted by the two largest players,
which account for nearly 20.0% of the market in 2021.
New entrants may find it difficult to compete with Best Buy
Canada Ltd. (Best Buy Canada) and the Source
Electronics Inc. in terms of brand awareness, product
range and price. Product differentiation is necessary for
potential operators to form a competitive edge. Private
labels and exclusive brands account for a small
percentage of store merchandise, leaving the majority of
merchandise uniform across most industry enterprises.
Operators must capitalize on their unique offerings to
stand out among their peers.

Additionally, the product market for merchandise retailed
by operators in this industry is largely saturated. The high-
value price tag of some merchandise may also be
considered a barrier to entry for prospective operators.
Players planning to enter the industry must have a high
volume of stock to replenish supplies as they are
purchased. Larger players, such as Best Buy Canada,
have established distribution centres that house the
company's massive amounts of stock until a specific store
requires it. Some other players aim to differentiate
themselves from competitors by offering sophisticated
custom installation services for products, such as their
home entertainment products.

The initial cost of establishing or purchasing a retail outlet
and its inventory can be expensive and may also be a
barrier for new entrants. Further, operators require a line
of credit for the purchase of store inventory, which can be
extensive. Retailers also need to establish relationships
with suppliers to guarantee a consistent and reliable
supply of quality products, which may be a barrier for new
entrants. Further, existing companies often have contracts
with upstream suppliers providing favourable
merchandise prices and limiting product lines available to
other operators, straining new entrants' ability to secure
supplies of some merchandise.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Decline  

Technology Change Medium  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  Industry globalization examines the foreign activity by domestic operators in the Canadian Consumer Electronics
Stores industry and the dominance of foreign operators in the domestic market. Most participants in this industry are
Canadian-owned and earn revenue from domestic operations. Some of the industry's larger players, such as Best
Buy Canada Ltd., are foreign-owned companies and derive only a small portion of revenue from Canadian
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operations. Therefore, IBISWorld estimates that the industry is subject to a low level of globalization.

However, recent disruptions to global supply chains due to the COVID-19 (coronavirus) pandemic and logistical
complications have pressured industry operators, which rely on these global networks for the wide array of products
they offer. As a result, such challenges may continue to pose a threat to industry operators over the five years to
2026 as shortages and shipping delays perturb normal operating conditions.
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Major Companies

Major Players Best Buy Canada Ltd.

Market Share: 19.2%

Brand Names Best Buy, Best Buy Mobile, Cell Shop,
Connect Pro, Geek Squad

  Headquartered in Burnaby, BC, Best Buy Canada Ltd. (Best Buy Canada), a division of Best Buy Co. Inc. (Best
Buy), is a specialty retailer of consumer electronics, home office products, entertainment software and appliances,
and also performs relevant services. In 2021, Best Buy operates 164 stores in Canada, under a variety of brand
names, such as Best Buy and Geek Squad. In fiscal 2021(year-end February), Best Buy generated $59.1 billion in
total revenue (latest data available).

Best Buy Canada participates in this industry through its domestic sales, not including sales made through its online
stores. The company generated less than 10.0% of global revenue outside the United States in fiscal 2021, with the
company reporting its geographic sales under the international segment operation. Best Buy's international segment
is made up of the company's stores in Canada and Mexico, and its overseas online sales. Sales in Canada are
expected to account for about 90.0% of total international sales. However, they have been declining as a share of
revenue over the five years to fiscal 2021. The company operates six operating segments, with the only operation
not being industry-relevant is its services segment (IBISWorld report 81121CA). Furthermore, online revenue is
expected to account for an increasing share of sales over the past five years, but is not industry-relevant.

The company has experienced poor performance domestically prior to the reporting period. In response, Best Buy
has attempted to shift its focus from large-format stores to smaller stores with merchandise that is more focused on
specific, high-margin product segments. For example, prior to the current period, in March 2015, the company
decided to consolidate its operations in Canada by closing 66 Future Shop stores and converting 65 Future Shop
locations to operate under the Best Buy name. The move was partially to remove redundancies, as many Future
Shops were located close to Best Buy stores. Best Buy has invested significantly into its digital channels to build a
leading multichannel customer experience. The strategy will likely include launching major home appliances in all
stores, working with vendor partners to bring products to life in more compelling ways, increasing staffing levels to
better serve customers, adding in-store pick-up areas for online customers and launching a ship-from-store program.
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Financial performance

Best Buy Canada's industry-relevant revenue is expected to increase at an annualized rate of 0.1% to $3.1 billion
over the five years to fiscal 2021. Due to the company's economies of scale and brand recognition, Best Buy
Canada is still the industry's leader, despite a difficult operating environment. While the company has a strong brand
presence, shifting consumer preferences toward online commerce has cut into industry revenue. Further, the
company has restructured by closing numerous stores in 2016, and thus, the rate of which revenue has declined
has slowed significantly since then. However, during the COVID-19 (coronavirus) pandemic, different business
services have been temporarily suspended, with some retail locations being forced to close. However, a surge in
consumer spending on durable goods such as home appliances has boosted recent performance despite these
obstacles, boosting Best Buy's industry-relevant revenue. Due to these recent improvements, IBISWorld expects the
company's industry-relevant operating profit, measured as earnings before interest and taxes, to rise an annualized
7.2% to $208.7 million over the five years to fiscal 2021, as the company continues to benefit from booming
consumer demand.

 
Best Buy Canada Ltd. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 3,109.4 N/C 147.7 N/C
2017-18 3,320.8 6.8 145.2 -1.7
2018-19 3,296.8 -0.7 146.1 0.6
2019-20 3,169.5 -3.9 145.9 -0.1
2020-21 2,628.8 -17.1 100.0 -31.5
2021-22 3,130.1 19.1 208.7 108.7

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

Other Companies The Source Electronics Inc.

  Market Share: 4.2%
  The Source Electronics Inc. (the Source) is a subsidiary of BCE Inc. (BCE). The chain, based in Barrie, ON, retails a

range of electronics and wireless products in Canada in over 400 stores domestically in 2021. The Source was
originally a subsidiary of Circuit City Corporation (Circuit City), which bought stores from RadioShack in Canada in
2004. However, in 2009, Circuit City's US parent company filed for bankruptcy and sold off its the Source stores to
BCE, a telecommunications and media company. The company has experienced mixed results since then, with BCE
noting in its Annual Information Forms that more than 100 stores were closed between 2015 and 2016 due to a
business restructure. The company has recently sought to revamp its stores, with the intention of renovating half to
update the stores' aesthetic and provide interactive opportunities for customers to engage with different products in
2017. The Source is a privately operated company and does not release financial information on its retail sales.
IBISWorld estimates that the company will generate $691.9 million in industry-relevant revenue in 2021,
commanding 4.2% of the market.

Visions Electronics

  Market Share: 0.6%
  Founded in 1981, Visions Electronics (Visions) is a family-owned and operated Calgary-based company. The

electronics company has grown to include 43 locations in Western Canada in 2021. Notably, Visions has actually
increased its number of stores over the five years to 2021, unlike most other operators. Visions retails a wide range
of electronic equipment including TVs, home audio devices, digital cameras, camcorders, portable electronic
devices and car audio and video equipment. The company prides itself on exceptional customer service and offers
price protection on most purchases for 60 days. IBISWorld estimates that the company will generate $91.0 million in
industry-relevant revenue in 2021, with a market share of 0.6%.

Teletime Superstores

  Market Share: 0.1%
  Teletime Superstores (Teletime) has been operating in the electronics and appliance industry since 1993. The

company is recognized for offering the best rates and services to customers on a wide range of home electronics
and appliances. The company is expected to operate five different retail stores in Canada in 2021. IBISWorld
expects the company to generate $10.6 million in industry-relevant revenue in 2021, with a market share of 0.1%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Consumer Electronics Stores industry in Canada is
characterized by a low level of capital intensity. In 2021,
industry operators are expected to spend $0.10 on capital
investments for every $1.00 spent on labour. Capital
investment is mainly made in fixtures and fittings, cash
registers and point-of-sale (POS) systems and computer
equipment necessary for online retail platform
infrastructure. Over the five years to 2021, the industry has
implemented computer scanning technology, which has
simplified labour tasks and minimized the level of human
error in processing purchases. POS systems have enabled
operators to computerize their inventory, resulting in better
stock control. Overall, capital intensity has remained
relatively stable over the past five years. This is because
while industry operators have increased investment in
online infrastructure to adapt to the rise in internet retail
sales, many stores have downsized and shifted focus
toward smaller-format stores that focus on high-margin
mobile goods, which has decreased overall spending.

Consumer electronics stores are relatively labour intensive
because a large share of human input is required for a
store's daily operations. Staff is necessary to provide
customer service, maintain store displays, process
purchases and maintain computer systems. This industry
places high emphasis on labour, as stores require highly
knowledgeable employees to assist consumers with
specific questions about technical subjects, such as energy
efficiencies or product performance. This has become
increasingly more important, as retail locations have been
seeking out any competitive edge over internet retailers
they can find and knowledgeable employees that can
answer technical questions are a benefit. Employees are
also required to provide exceptional customer service.
Therefore, labour costs for this industry are considerably
larger than capital expenditure, which keeps capital
intensity low. Consequently, IBISWorld expects capital
intensity to remain low over the five years to 2026.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Medium Rate of
Innovation

Potential 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.

Medium Innovation
Concentration

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

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

Very Low Rate of Entry Very
Unlikely

Annualized growth in the number of
enterprises in the industry, ranked against all
other industries. A greater intensity of
companies entering an industry increases the
pool of potential disruptors.

Very Low Market
Concentration

Very
Unlikely

A ranked measure of the largest core market
for the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  Both the rate of new innovation and the concentration are in line with the average across all industries.

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

Major market segments for industry operators are relatively diversified. The spread of market segments suggests that there
are limited entry points other than those already served my incumbent operators.

Technological innovation has recently and is expected to continue
significantly affecting the Consumer Electronics Stores industry in Canada.

The rise of e-commerce platforms has led to a decline in foot traffic in many brick-and-mortar retail locations, including
industry establishments, which compete on price relative to other retail industries. Nonetheless, the industry has managed
to adapt to rising competitive pressures from e-commerce, improving its own online presence.

The level of technology change is    Medium

  As with most retailing industries, the Consumer Electronics Stores industry in
Canada has continued to adapt to selling online, as larger industry players
have increasingly invested in their digital presence by establishing detailed
website and offering merchandise online.

However, delivery of consumer electronics and appliances presents a large challenge for online operators. While smaller
items, such as computer software and various electronic accessories, are not difficult to ship, the large and often fragile
nature of most products offered in this industry, such as TVs and refrigerators, brings about concerns of delivery through
mail carrier services.

Most of the other technological improvements in the industry have enabled better management of operations and inventory
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and include automated inventory equipment. Technology at the checkout has led to computerized point-of-sale equipment
that controls and records merchandising, distribution, sales and stock markdowns and stock reordering. Barcode scanning
increases labour productivity, ensures greater control over the distribution of goods and reduces errors along the supply
chain.

Radio-frequency identification (RFID) provides real-time information on inventory and can be scanned from a further
distance than traditional bar codes. RFID technology tracks products from the time they leave the assembly line to when
they leave the store by releasing continuous signals from a chip. These chips have been inserted in the product during
manufacturing and are monitored by a radio frequency receiver. RFID reduces shrinkage problems, such as shoplifting,
paperwork errors and supplier fraud; and improves efficiency, such as resolving management and distribution issues.

Technological advancement is always pursued on the security and loss prevention front. Other prevention advancements
used by retailers include closed circuit TV cameras, source tagging, signature-capture technology and fingerprint scanning
systems that verify customer identities.

Additionally, the rapid development of mobile applications has also enhanced consumers' shopping experience, and
reduced capital costs relating to improving or upgrading cash register equipment for operators. Stores are increasingly
using tablets and smartphones with attachments that enable the swiping of credit cards to ring up customers. Additionally,
stores are able to email a customer receipt in lieu of a hard copy. As consumers have begun doing more and more
research and shopping on their mobile phones, retailers are increasingly optimizing their websites for mobile shopping, with
e-commerce picking up as an alternative sales medium and marketing tool. E-commerce offers shoppers the ability to
browse and purchase items from the comfort of their mobile internet connection and provides department stores the
opportunity to sell outside their local market area.

Revenue
Volatility

The level of volatility is    Medium

  The Consumer Electronics Stores industry in Canada has a moderate level of
revenue volatility.

Due to the largely discretionary nature of products sold in the industry, demand is influenced by fluctuations in disposable
income. Consumers are price conscious and their willingness to purchase industry products depends on their level of
disposable income. Consumer confidence also plays a role in demand for industry goods. Retail spending generally rises
when consumers are more confident about their financial position. External markets have posed a threat to the industry as
consumers make an increasing number of their purchases online and from e-commerce sites and discount department
stores that offer competitively priced goods. Despite these developments, over the five years to 2021, industry revenue has
experienced an average fluctuation of 3.0% year-over-year.

The COVID-19 (coronavirus) pandemic has presented challenges and opportunities to the industry. Although industry
operators are classified as an essential business, remaining open and operative during times of uncertainty, self-quarantine
and social distancing efforts have posed a threat to industry demand. Consequently, online services and ordering are
expected to remain elevated, further pressuring operators. However, rising disposable income and higher consumer
demand for industry products has bolstered industry performance despite these countervailing trends. IBISWorld projects
any unforeseen disruptions to the industry's supply chain or weakening consumer confidence posing a threat to the industry
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over the five years to 2026. As a result, industry revenue volatility is expected to remain low to moderate over the next five
years.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

Regulatory standards primarily fall upon manufacturers in the Consumer
Electronics Stores industry in Canada.

However, retailers do need to keep abreast of issues and regulations surrounding their products sold. The industry follows
the US-based Association of Home Appliance Manufacturers (AHAM), which opened its Canadian office in 2012. Prior to
this, the industry abided by the Canadian Appliance Manufacturers Association (CAMA), a unit of Electro-Federation
Canada that ceased operations because most remaining manufacturers opted to be represented by AHAM, for the most
recent relevant regulations. Industry operators must further comply with laws and regulations relating to importing
merchandise from abroad. Operators are also subject to the Canada Consumer Product Safety Act, enforced by Health
Canada, which governs hazardous products.

This industry must also abide by occupational regulations. Canada's Occupational Health and Safety (OHS) Regulations
contain standards and guidelines covering, but not limited to, structures, electricity, sanitation and sound. The OHS also
regulates wage standards for retail employees. Additionally, industry operators must abide by equal wage standards,
minimum wage laws and tax laws. As a retailing industry, operators can only open during hours mandated by the relevant
province, territory or local municipality. Each province and territory have their own regulations concerning store hours.

Industry
Assistance

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

The government provides no direct assistance to the Consumer Electronics
Stores industry in Canada.

Trade is recorded at the wholesale level. Therefore, industry operators purchase items from importers or wholesalers after
the tariff has been applied. Consequently, a change in the tariff rate will influence where the good is purchased and will
alter the purchase price. A decline in the tariff rate of a particular item may result in falling purchasing costs, which can be
passed onto consumers and help retailers remain price competitive.

However, the industry does benefit from the indirect assistance provided by industry associations, such as the Retail
Council of Canada and the Canadian Standards Association. These organizations provide resources and support for
operators in areas including product safety management, customs and trade education management, product development
support and supply chain management. These associations also advocate on government regulations and trade issues
affecting the industry.

Due to the unprecedented effect of the coronavirus pandemic on the Canadian economy, federal and provincial
governments have provided substantial support measures to both businesses and households. Industry operators that met
certain eligibility requirements were assisted via wage subsidies and low-interest borrowing arrangements. These relief
programs included the Canada Emergency Wage Subsidy (CEWS), which covered up to 75.0% of an employee's wages up
to a maximum $847.00 per week. The Retail Council of Canada provides operators with the most up-to-date resources on
government support to retailers. Such resources include economic response plans, payroll association decisions, loans for
small- and medium-sized businesses, business continuity plans and public research studies to support business owners.



Consumer Electronics Stores in Canada October 2021

36 IBISWorld.com

Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income ($)

2012 18,153 4,168 12,516 4,598 74,076 N/A N/A 2,972 N/A 28,883
2013 15,180 3,765 13,163 4,511 66,242 N/A N/A 2,930 N/A 29,369
2014 15,026 3,585 12,805 4,457 60,657 N/A N/A 2,691 N/A 29,466
2015 15,263 3,274 12,517 4,412 56,790 N/A N/A 2,410 N/A 30,804
2016 15,170 3,029 12,049 4,373 51,725 N/A N/A 2,269 N/A 30,332
2017 14,797 2,955 9,043 4,005 49,245 N/A N/A 2,247 N/A 30,675
2018 14,579 2,949 8,530 3,638 46,283 N/A N/A 2,170 N/A 30,647
2019 14,150 2,707 8,002 3,269 43,388 N/A N/A 1,971 N/A 30,852
2020 15,100 2,333 7,739 2,941 37,525 N/A N/A 1,787 N/A 33,416
2021 16,291 2,523 7,700 2,826 37,299 N/A N/A 1,742 N/A 31,560
2022 16,955 2,597 7,518 2,748 37,540 N/A N/A 1,766 N/A 32,740
2023 16,755 2,551 7,182 2,620 36,514 N/A N/A 1,723 N/A 32,722
2024 16,507 2,501 6,847 2,492 35,503 N/A N/A 1,680 N/A 32,677
2025 16,259 2,457 6,647 2,410 34,658 N/A N/A 1,643 N/A 32,707
2026 16,016 2,415 6,468 2,338 33,887 N/A N/A 1,608 N/A 32,786

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2012 -5.08 -8.69 -4.20 -5.96 -1.31 N/A N/A -2.07 N/A 1.73
2013 -16.4 -9.68 5.16 -1.90 -10.6 N/A N/A -1.41 N/A 1.68
2014 -1.02 -4.78 -2.72 -1.20 -8.44 N/A N/A -8.16 N/A 0.33
2015 1.57 -8.70 -2.25 -1.01 -6.38 N/A N/A -10.4 N/A 4.53
2016 -0.61 -7.47 -3.74 -0.89 -8.92 N/A N/A -5.86 N/A -1.54
2017 -2.46 -2.47 -25.0 -8.42 -4.80 N/A N/A -1.00 N/A 1.12
2018 -1.48 -0.19 -5.68 -9.17 -6.02 N/A N/A -3.42 N/A -0.10
2019 -2.95 -8.23 -6.19 -10.2 -6.26 N/A N/A -9.19 N/A 0.66
2020 6.71 -13.8 -3.29 -10.0 -13.5 N/A N/A -9.33 N/A 8.31
2021 7.88 8.13 -0.51 -3.92 -0.61 N/A N/A -2.50 N/A -5.56
2022 4.07 2.92 -2.37 -2.77 0.64 N/A N/A 1.33 N/A 3.73
2023 -1.19 -1.78 -4.47 -4.66 -2.74 N/A N/A -2.43 N/A -0.06
2024 -1.49 -1.95 -4.67 -4.89 -2.77 N/A N/A -2.51 N/A -0.14
2025 -1.51 -1.80 -2.93 -3.30 -2.39 N/A N/A -2.21 N/A 0.09
2026 -1.50 -1.70 -2.70 -2.99 -2.23 N/A N/A -2.09 N/A 0.24

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 23.0 N/A N/A 245 16.4 5.92 40,122
2013 24.8 N/A N/A 229 19.3 5.03 44,236
2014 23.9 N/A N/A 248 17.9 4.74 44,369
2015 21.4 N/A N/A 269 15.8 4.54 42,444
2016 20.0 N/A N/A 293 15.0 4.29 43,872
2017 20.0 N/A N/A 300 15.2 5.45 45,623
2018 20.2 N/A N/A 315 14.9 5.43 46,883
2019 19.1 N/A N/A 326 13.9 5.42 45,418
2020 15.5 N/A N/A 402 11.8 4.85 47,619
2021 15.5 N/A N/A 437 10.7 4.84 46,714
2022 15.3 N/A N/A 452 10.4 4.99 47,032
2023 15.2 N/A N/A 459 10.3 5.08 47,182
2024 15.2 N/A N/A 465 10.2 5.19 47,309
2025 15.1 N/A N/A 469 10.1 5.21 47,395
2026 15.1 N/A N/A 473 10.0 5.24 47,464

Figures are inflation adjusted to 2021



Consumer Electronics Stores in Canada October 2021

37 IBISWorld.com

Additional Resources
Additional
Resources

TECHNATION Canada
http://www.technationcanada.ca

CSA Group
http://www.csagroup.org

Retail Council of Canada
http://www.retailcouncil.org

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

Retail Industry Leaders Association
http://www.rila.org

Industry Jargon BLU-RAY
An optical disc format designed to display high-definition video and store large amounts of data.

BRICK-AND-MORTAR
A store that has a physical presence and location, as opposed to an online retailer.

POINT-OF-SALE (POS)
A system used at checkout in retail stores using computers and cash registers to capture transaction data at the
time and place of sale.

RADIO-FREQUENCY IDENTIFICATION (RFID)
A technology that tracks products from the time they leave the assembly line to the time they leave the store by
releasing continuous signals from a chip.

SMARTPHONE
A mobile phone that offers advanced capabilities similar to PCs.

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.
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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
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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