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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Canadian Shoe Stores industry is still expected to grow slightly, despite the adverse economic
effects of the COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· The average industry profit margin is expected to decline over the five years to 2021, mainly due to the coronavirus
pandemic negatively affecting downstream demand. For more detail, please see the Cost Structure Benchmarks
chapter.

· Demand from the industry's major markets is expected to fluctuate as consumers in different income brackets are
affected by the coronavirus pandemic differently. For more detail, please see the Major Markets chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition Industry operators primarily sell footwear, which involves purchasing shoes from wholesalers or manufacturers and

selling them from a physical retail location. Catalogue sales and online sales are not included in this industry. Sales
of sports shoes, such as cleats, are also excluded from this industry.

Major Players Foot Locker Inc.

Aldo

Main Activities The primary activities of this industry are:

Retailing children's footwear

Retailing men's footwear

Retailing women's footwear

Retailing athletic footwear (except sports shoes such as cleats and golf shoes)

The major products and services in this industry are:

Men's casual and dress shoes

Women's casual and dress shoes

Children's footwear

Men's athletic shoes

Women's athletic shoes

Other
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Supply Chain

SIMILAR INDUSTRIES

Men's Clothing Stores in Canada Women's Clothing Stores in
Canada

Lingerie, Swimwear & Bridal
Stores in Canada

Sporting Goods Stores in Canada

Handbag, Luggage & Accessory
Stores in Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Shoe Stores in the US Athletic Shoe Stores Online Shoe Sales Footwear Retailing in Australia

Shoe Stores in China Footwear Retailers in the UK Footwear Retailing in New
Zealand
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Industry at a Glance
Key Statistics

$4.5bn
Revenue

Annual Growth

2016–2021

0.2%

Annual Growth

2021–2026

1.9%

Annual Growth

2016–2026

 

$240.3m
Profit

Annual Growth

2016–2021

-1.3%

  Annual Growth

2016–2021

 

5.3%
Profit Margin

Annual Growth

2016–2021

-0.4pp

  Annual Growth

2016–2021

 

1,203
Businesses

Annual Growth

2016–2021

-3.0%

Annual Growth

2021–2026

-0.8%

Annual Growth

2016–2026

 

35,235
Employment

Annual Growth

2016–2021

2.1%

Annual Growth

2021–2026

1.3%

Annual Growth

2016–2026

 

$786.9m
Wages

Annual Growth

2016–2021

1.0%

Annual Growth

2021–2026

1.4%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.9%
Consumer confidence index

1.8%
Per capita disposable income

1.0%
Total retail sales

3.8%
Number of fixed broadband
connections

 
Industry Structure

POSITIVE IMPACT

  Revenue Volatility
Low   Capital Intensity

Low

  Concentration
Low   Regulation & Policy

Light / Steady

  Technology Change
Low   Industry Globalization

Low / Increasing

MIXED IMPACT

  Life Cycle
Mature   Barriers to Entry

Medium / Steady

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Competition

High / Increasing

 

Key Trends

 Consumer demand for industry products generally depends
on the kinds of shoes being sold

 Industry profit has been pressured, ultimately decreasing
during the period

 Online retailers that sell footwear directly compete with the
industry

 Industry profit is expected to benefit from stabilizing input
costs

 Improving economic conditions will likely result in greater
purchasing power for Canadian consumers

 The industry is expected to continue experiencing
substantial competition

 Despite growing consumer demand, industry profit has
decreased slightly
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Volatility

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Low Profit vs. Sector Average

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Number of fixed broadband connections

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Per capita disposable income



Shoe Stores in Canada April 2021

9 IBISWorld.com

Executive Summary Broken in: The industry is expected to continue growing as downstream
demand conditions improve

The Shoe Stores industry in Canada is generally characterized by stable consumer demand. Fortunately for industry
operators, downstream demand has surged in recent years because of overall economic growth. For instance,
growing consumer spending has empowered individuals to increase spending on nonessential goods, while steady
growth in per capita disposable income has enabled more consumers to purchase high-end designer shoes.
However, industry growth has been somewhat constrained by mounting competition from department stores, online
retail outlets and other external operators that sell shoes. Overall, industry revenue is expected to increase at an
annualized rate of 0.2% to $4.5 billion over the five years to 2021, including an increase of 3.1% in 2021 alone,
which can be attributed to expected economic recovery following the COVID-19 (coronavirus) pandemic.

Despite growing consumer demand, industry profit has decreased slightly over the past five years. The brick-and-
mortar retailers that operate in this industry compete directly with department stores, hypermarkets and online
businesses that offer one-stop shopping for industry products and other commercial goods. These competitors often
leverage their economies of scale to garner favourable contracts with upstream providers and pass along these cost
savings to consumers in the form of lower prices. Additionally, e-tailers do not incur rental costs associated with
brick-and-mortar storefronts, enabling these competitors to further discount their prices. In turn, external price
competition has forced many operators to lower their prices, limiting industry profit. This trend has been exacerbated
by the depreciation of the Canadian dollar, which has caused shoes imported from foreign markets to become more
expensive for domestic retailers.

Moving forward, the industry is expected to continue growing as downstream demand conditions improve further.
Moreover, industry profit will likely benefit from stable prices of industry-relevant raw materials, such as rubber and
synthetic fibre, as well as an expected appreciation of the Canadian dollar. Overall, industry revenue is forecast to
increase at an annualized rate of 1.9% to $5.0 billion over the five years to 2026, though industry operators will likely
continue to be threatened by the growing popularity of online retailers, hypermarkets and other competing retail
outlets.
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Industry Performance

Key External
Drivers

Per capita disposable income

Per capita disposable income determines the amount of money a consumer can spend on industry-relevant items.
When per capita disposable income increases, the average consumer is likely to spend more on shoes, which
supports industry revenue growth. Per capita disposable income is expected to decrease in 2021, posing a potential
threat to the industry.

 

Number of fixed broadband connections

Online retailers pose a competitive threat to industry operators, as many e-tailers also sell footwear directly to
consumers. As the number of broadband connections increases, shoppers become better able to access online
retailers that sell industry goods, which decreases demand for industry operators. In 2021, the number of fixed
broadband connections is expected to increase.

 

Total retail sales

Total retail sales represent the aggregate number of annual sales by the Canadian retail sector. As a retail industry,
the Shoe Stores industry benefits from growth in overall retail activity. Growth in retail sales also indicates that
Canadian consumers are confident in the economic outlook, boosting the number of consumers that are willing and
able to purchase high-end, high-margin designer shoes. Total retail sales are expected to increase in 2021,
representing a potential opportunity for the industry.

 

Consumer confidence index

The Consumer Confidence Index measures the level of confidence consumers have in the Canadian economy. As
consumer confidence grows, consumers tend to increase discretionary spending on a wide range of goods,
including shoes and related accessories. The Consumer Confidence Index is expected to increase in 2021.
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Current
Performance

The Shoe Stores industry in Canada has gone through a period of growth
over the five years to 2021.

Despite recent shocks to the Canadian economy, overall economic growth has prompted domestic consumers to
increase discretionary spending on a variety of nonessential commercial goods, largely due to steady growth in per
capita disposable income. In turn, increased consumer spending has generated significant revenue for industry
retailers offering athletic, casual and dress shoes at a range of prices. At the same time, the industry has
experienced an increasing degree of external competition from other industries that sell shoes, such as online
retailers and department stores. Bolstered by the convenience and discounted prices they can provide, these
external competitors have captured a significant portion of the industry's customer base over the past five years,
constraining industry revenue growth. Despite this setback, industry revenue is estimated to increase at an
annualized rate of 0.2% to $4.5 billion over the five years to 2021, including an increase of 3.1% in 2021 alone. This
increase in 2021 can be mainly attributed to the expected economic recovery following the COVID-19 (coronavirus)
pandemic.

DOWNSTREAM DEMAND

While basic footwear can be classified as essential items, higher-end
shoes fall under the category of discretionary purchases.

Additionally, the durability of shoes may vary. Consequently, consumer demand for industry products generally
depends on the kinds of shoes being sold and various factors that influence demand for replacement shoes and
demand for additional consumption. Per capita disposable income has grown at an annualized rate of 1.6% over the
five years to 2021, enabling consumers in Canada to increase spending on both essential footwear and high-end,
high-margin designer shoes. In fact, consumer spending in Canada is estimated to increase at an annualized rate of
1.1% over the five years to 2021, while total retail sales is expected to grow at an annualized rate of 1.3% during the
same period, boosting industry revenue growth.

Millennials, which often splurge on luxury goods and fast fashion, have driven much of this increase in industry-
relevant spending. However, this segment of the population has relatively little buying power in Canada, and much
of its recent spending has been a result of mounting credit card debt, which has grown at an alarming rate over the
past five years.

SHIFTING PURCHASE COSTS

This period of growing sales activity has coincided with shifts in the
prices of many of the industry's most important input materials; for
instance, the world price of rubber is expected to increase at an
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annualized rate of 1.9% over the five years to 2021.

Since these materials are essential to the shoe manufacturing process, upstream manufacturers have not been able
to produce shoes and related accessories at significantly discounted prices, raising the industry's purchase costs.
However, industry operators import a substantial share of their inventory from foreign markets, causing the industry's
total operating costs to be primarily dictated by the changing dynamics of currency exchange rates. Unfortunately for
the industry, the Canadian effective exchange rate (CEER) index, which measures the strength of the Canadian
dollar relative to large trading partners, has declined at an annualized rate of 0.1% over the five years to 2021,
causing shoes and raw materials produced in other countries to become increasingly expensive for domestic
retailers. Consequently, industry profit has been pressured, ultimately decreasing during the period. Industry profit,
measured as income before interest and taxes, is expected to account for an estimated 5.3% of industry revenue in
2021, down from 5.7% in 2016.

EXTERNAL COMPETITION

Over the past five years, industry profit has also been constrained by
increased competition from external operators, such as big-box retailers
and department stores.

These retail outlets can provide consumers with one-stop shopping for a wide range of products, and time-strapped
consumers have increasingly preferred such outlets to specialty shoe stores in recent years. These establishments
also have the added benefit of lower overhead costs due to substantial economies of scale, which enables these
competitors to operate certain segments of their businesses at a temporary loss to increase foot traffic in their
stores.

In addition, online retailers that sell footwear directly compete with the industry. E-commerce has had a particularly
profound effect on the industry, as shoppers are increasingly opting to shop online due to its convenience, low price
offerings and extensive selection. As a result of low overhead costs associated with running an online business,
many e-tailers can competitively price their shoes, and the internet has made it easy for shoppers to compare prices
with the click of a mouse. In recent years, these online retailers have siphoned a significant amount of revenue from
the industry, as demand from e-commerce and online auctions has increased at an annualized rate of 20.6% over
the five years to 2021. While some industry operators have adapted by opening an online store in addition to their
brick-and-mortar retail space, online retailers have continued to pose a significant threat to the industry.

INDUSTRY LANDSCAPE

Despite surging consumer demand for industry products, industry
participation has experienced constrained growth in recent years as
increased internal price competition and mounting pressure from external
operators have caused industry profit to decrease.

In turn, this trend has forced many small-scale operators to exit the market. Consequently, the number of industry
enterprises is expected to decline at an annualized rate of 3.0% to 1,203 companies over the five years to 2021. At
the same time, many industry operators have tried to differentiate themselves from department stores and online
stores by expanding their workforces and hiring more talented employees to improve customer service and increase
sales revenue. As a result, industry employment has experienced growth in recent years, increasing at an
annualized rate of 2.1% to 35,235 workers over the five years to 2021.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable

income
($)

2012 3,533 893 3,745 1,471 28,158 N/A N/A 645 N/A 28,883
2013 3,658 937 3,623 1,423 30,512 N/A N/A 669 N/A 29,369
2014 3,832 980 3,661 1,431 30,777 N/A N/A 688 N/A 29,466
2015 4,215 1,030 3,700 1,431 34,765 N/A N/A 731 N/A 30,804
2016 4,498 1,065 3,689 1,404 31,824 N/A N/A 748 N/A 30,332
2017 4,504 1,090 3,737 1,410 36,032 N/A N/A 777 N/A 30,675
2018 4,497 1,072 3,659 1,383 33,282 N/A N/A 758 N/A 30,647
2019 4,398 1,074 3,333 1,266 35,302 N/A N/A 766 N/A 30,852
2020 4,395 982 3,141 1,205 34,436 N/A N/A 768 N/A 33,178
2021 4,533 1,085 3,144 1,203 35,235 N/A N/A 787 N/A 32,872
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Industry Outlook
Outlook Over the five years to 2026, the Shoe Stores industry in Canada is

expected to continue growing, though at a quicker rate.

Over the coming years, increased consumer spending will likely generate significant demand for industry products,
while rising levels of per capita disposable income is anticipated to enable more consumers to purchase relatively
high-end, high-margin designer shoes, bolstering industry revenue growth. Moreover, industry profit is expected to
benefit from stabilizing input costs, specifically for raw materials used in the manufacturing of shoes, enabling many
operators to charge lower prices and attract new customers. At the same time, industry operators will likely continue
to be displaced by online retailers, department stores and other external competitors that siphon revenue from brick-
and-mortar shoe stores. Overall, industry revenue is expected to increase at an annualized rate of 1.9% to $5.0
billion over the five years to 2026.

IMPROVING DOWNSTREAM DEMAND

As the Canadian economy continues to expand and the dollar begins to
appreciate over the next five years, the competitiveness of Canadian
goods on the international market is expected to be gradually restored.

For instance, the Canadian effective exchange rate index, which measures the strength of the Canadian dollar
relative to the currencies of major trading partners, is projected to increase at an annualized rate of 0.1% over the
five years to 2026, causing raw materials and commercial goods manufactured in foreign markets to become
increasingly affordable for businesses and consumers in Canada. As a result, total trade value is expected to
increase over the next five years. In turn, improving economic conditions will likely result in greater purchasing
power for most Canadian consumers, with per capita disposable income forecast to grow at an annualized rate of
0.6% over the five years to 2026. These positive macroeconomic trends will likely lead to increased spending on a
wide variety of nonessential goods, such as designer shoes and related accessories. In fact, total retail sales is
projected to increase at an annualized rate of 2.4% over the five years to 2026, bolstering industry revenue growth.

Additionally, many industry retailers import shoes and raw materials from foreign operators, causing industry
profitability to be highly sensitive to changes in international trade activity and currency exchange rates. Fortunately
for industry operators, the appreciation of the Canadian dollar will likely cause imported goods to become
increasingly affordable for domestic retailers, reducing industry purchase costs. Consequently, industry profit is
expected to rise slightly over the five years to 2026.

COMPETITIVE OUTLOOK

Despite improving economic conditions and rising retail sales, the Shoe
Stores industry is expected to continue experiencing substantial
competition from both internal and external operators.

For example, many consumers prefer to buy shoes and other items online, as online retailers enable shoppers to
buy goods from the comfort of their homes. Moving forward, this practice is projected to become increasingly
prominent, with the number of fixed broadband connections growing at an annualized rate of 1.5% over the five
years to 2026, while overall demand from e-commerce and online auctions is expected to increase at an annualized
rate of 7.3% during the same period. Department stores and big-box retailers are also expected to remain a source
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of external competition for the industry over the coming years. These external competitors attract and retain
customers by a providing a one-stop shopping experience that enables consumers to purchase a wide range of
products from a single location. Additionally, the large procurement contracts of these large-scale external operators
enable them to purchase inventory in bulk, internalize costly logistics operations and lower per-unit costs, which
generally results in higher operating profit and lower prices for consumers.

As external competition continues, many small- and medium-sized industry operators will likely need to find niche
markets and target shoe aficionados to stay in business. Furthermore, industry players are expected to increase
investments in marketing to improve brand salience, recognition and recall. Operators unable to undertake these
expenses are likely to go out of business, causing industry participation to experience limited growth despite
increasing consumer demand. As a result, the number of industry enterprises is forecast to decrease at an
annualized rate of 0.8% to 1,156 companies over the five years to 2026. In contrast, industry employment is
projected to experience relatively strong growth as industry retailers invest more heavily in hiring knowledgeable
employees to improve customer service and remain competitive amid mounting pressure from external competitors.
Overall, the number of industry employees is expected to grow at an annualized rate of 1.3% to 37,634 employees
over the five years to 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income  ($)

2021 4,533 1,085 3,144 1,203 35,235 N/A N/A 787 N/A 32,872
2022 4,677 1,116 3,144 1,200 36,067 N/A N/A 807 N/A 33,348
2023 4,763 1,133 3,125 1,191 36,477 N/A N/A 817 N/A 33,515
2024 4,842 1,150 3,103 1,181 36,946 N/A N/A 828 N/A 33,614
2025 4,916 1,164 3,074 1,168 37,248 N/A N/A 836 N/A 33,697
2026 4,988 1,180 3,048 1,156 37,634 N/A N/A 846 N/A 33,806
2027 5,059 1,194 3,043 1,153 38,012 N/A N/A 855 N/A 33,915
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is growing at a slightly rate slower than the overall Canadian economy

The number of industry companies is expected to decrease as companies adapt and create an
online platform for their customers to shop at home

The industry has well-established product segments and experiences complete market acceptance

The Shoe Stores industry in Canada is in the mature phase of its economic life cycle. Industry value added (IVA),
which measures an industry's contribution to the overall economy, is expected to increase at an annualized rate of
1.0% over the 10 years to 2026. In comparison, Canadian GDP is forecast to grow at an annualized rate of 1.7%
during the same period. While the contrast between these two growth rates usually indicates that an industry is in
the decline phase of its life cycle, other characteristics reinforce the industry's mature status.

Factors cementing the industry's position in the mature phase of its life cycle include the industry's well-established
product segments and the complete acceptance of industry products by downstream consumers, both of which are
likely the result of the essential role that shoes play in modern life. Furthermore, this industry is characterized by a
low level of technological change and low capital investment requirements. Industry operators tend to benefit from
improvements in overall retail technology, but adoption is generally slow due to the industry's highly fragmented
structure.

At the same time, industry growth has been limited in recent years by increasing demand for other retail channels
that also sell footwear, such as online stores, department stores and hypermarkets. Online retailers benefit from
relatively low overhead costs, while department stores benefit from significant economies of scale and the added
convenience of providing customers with a one-stop shop for various consumer goods. However, while this
development has encouraged many operators to adjust their pricing schemes and improve their marketing presence
to attract and retain customers, the products and services supplied by the industry have not changed considerably.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

E-Commerce & Online Auctions in Canada

Key Selling Industries
1st Tier

Footwear Wholesaling in Canada

Commercial Leasing in Canada

Advertising and Related Services In Canada

2nd Tier

Shoe & Footwear Manufacturing in Canada

Rubber Product Manufacturing in Canada

Leather and Hide Tanning and Finishing In Canada

Synthetic Fibre Manufacturing in Canada

Agriculture, Forestry, Fishing and Hunting In Canada

Products & Services

  Despite the COVID-19 (coronavirus) pandemic, demand products sold by
the Canadian Shoe Stores industry is expected to remain relatively
stagnant as many consumers view certain products as nondiscretionary
items.

Products such as snow boots, running shoes and dress shoes are typically needed by any customer that lives a
modern life.

WOMEN'S AND MEN'S ATHLETIC SHOES

Collectively, women's and men's athletic footwear account for the largest
share of demand for the Canadian Shoe Stores industry.

In 2021, this segment combined is expected to represent 37.0% of industry revenue, with women's athletic footwear
accounting for 5.2% and men's 31.8% of revenue. This segment includes specialized footwear used for track,
soccer, tennis and other athletic activities. The share of industry revenue generated from sales of athletic footwear
has slightly expanded over the five years to 2021, as the athleisure trend has become increasingly popular. The
athleisure fashion trend has popularized wearing athletic clothing in nonathletic settings; since athletic shoes fit with
the athleisure fashion trend, this segment has benefited from this emerging consumer trend. Furthermore, per capita
leisure time in Canada has increased modestly over the five years to 2021, which has enabled consumers to
allocate more time to sporting activities that require athletic footwear.

WOMEN'S CASUAL AND DRESS SHOES

Women's casual and dress shoes includes a wide variety of shoes
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primarily designed for women, including heels, flats and certain boots.

This segment includes casual footwear, shoes designed for formal events and professional settings. In 2021, this
segment is expected to account for 13.1% of industry revenue. While demand for these products generally follows
overall trends in industry revenue, this product segment has declined slightly as a share of industry revenue over the
past five years, largely because of the increasing trend in athletic footwear being used as casual shoes.

MEN'S CASUAL AND DRESS SHOES

In 2021, IBISWorld estimates that men's casual and dress shoes account
for 16.4% of revenue.

Products in this category include oxfords, loafers, sandals, lace-ups and other footwear primarily designed for male
consumers. This product segment includes both formal and casual footwear; however, it does not include athletic
footwear, which is accounted for in the athletic footwear segment. Over the past five years, sales of men's casual
and dress shoes have slightly decreased as a share of industry revenue, largely due to the increasing trend in
athletic shoes being worn as casual footwear.

CHILDREN'S FOOTWEAR

Children's footwear, which includes athletic, casual and dress shoes, is
estimated to account for 12.2% of industry revenue in 2021.

Shoes in this product segment are generally manufactured in smaller sizes to accommodate younger consumers.
While some shoe stores exclusively sell children's shoes, most operators in this industry stock both children's and
adults' footwear. Many parents consider expenses on their children to be nondiscretionary, causing demand for
products in this segment to remain relatively stable, even during periods of economic uncertainty. As a result,
children's footwear has remained a consistent share of industry revenue over the past five years.

OTHER

Industry operators also generate substantial revenue through sales of
shoe related accessories, such as socks, shoe laces, insoles and leg
warmers.

Other common sources of revenue include the sale of clothing apparel, such as handbags and jewellery, as well as
sporting goods, toys and other miscellaneous items. Collectively, these products are expected to account for 21.3%
of industry revenue in 2021, remaining stable as a share of revenue during the period.

Demand
Determinants

Consumer demand for the Canadian Shoe Stores industry is primarily
determined by the macroeconomic climate.

While some shoe purchases are considered nondiscretionary, such as work boots or athletic shoes, most are highly
discretionary. Designer shoes, such as Jimmy Choo heels or Salvatore Ferragamo loafers, can cost several hundred
or several thousand dollars, and the ability of many consumers to buy these high-end shoes is determined by the
state of the overall economy. When disposable income is high and consumer confidence is strong, consumers are
generally more willing and able to increase discretionary spending on industry products. Moreover, shoes are
relatively durable products, so even if a desired pair of shoes would be a nondiscretionary purchase, consumers can
often use old shoes until they are in better economic standing, further connecting the industry to the overall
economic cycle. In addition, due to the COVID-19 (coronavirus) pandemic, many consumers will likely be more
reluctant to purchase discretionary shoes. During period of economic uncertainty, consumers that are not in the
highest income quintile will likely be wary regarding how much money they spend on discretionary products, such as
designer shoes.

Fashion trends also dictate demand for industry products. In recent years, the fast fashion trend, in which the latest
runway fashions are available for low prices at department stores and other retail outlets, has increased the
regularity of shoe purchases. Many fashion-forward consumers prefer to purchase new shoes to match the new fast
fashion outfit that they purchased; therefore, as fast fashion retailers have become more popular, demand for shoe
stores has trended upward. Industry demand is also influenced by weather patterns. Canada's extremely cold
weather often results in shoes wearing away more quickly than they would in other geographic markets. Additionally,
cold weather prompts purchases of specific kinds of shoes, such as snow boots and rain boots.

Industry demand is also influenced by the degree of external competition that is being exerted on industry operators.
The brick-and-mortar retailers that operate in this industry are often forced to compete with online outlets and
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department stores, which sell comparable goods. These competing retailers are generally able to offer lower prices
due to their economies of scale or relatively low overhead costs. As competition from these external operators
increases, demand for industry services tends to decline.

Major Markets

  Due to the COIVD-19 (coronavirus) pandemic, demand from the major
markets of the Canadian Shoe Stores industry is expected to fluctuate.

  Although certain segments, such as the highest income quintile, are not expected to change their demand levels too
much, the lowest income quintile customers are expected to be more reluctant to purchase discretionary shoes
during periods of economic uncertainty.

HIGHEST INCOME QUINTILE

Consumers in the highest income quintile represent the largest market for
operators.

These consumers typically purchase designer footwear and other price-premium shoes, generating significant
revenue for high-end shoe stores and bolstering overall profit. This market segment is also highly sensitive to
branding, and these consumers are the most likely to purchase goods at their full retail prices. This consumer cohort
is also the most likely to attend formal events and work in office environments that require formal footwear,
stimulating demand from these relatively wealthy consumers. Further, this market segment acts as a steady source
of revenue for industry operators since the relative wealth of consumers in this cohort enables them to purchase
industry goods even during periods of economic uncertainty. Overall, consumers in the highest income quintile are
expected to account for 36.1% of industry revenue in 2021, remaining fairly stagnant as a share of revenue over the
five years to 2021.

THIRD- AND FOURTH-LOWEST INCOME QUINTILES

Typically described as aspirational shoppers, the third- and fourth-lowest
income quintiles are estimated to account for 17.2% and 23.5% of industry
revenue, respectively, in 2021.

These shoppers likely have formal office jobs and attend events requiring cocktail attire, increasing demand from
this market segment for relatively expensive, high-margin shoes. These consumers are also highly responsive to
promotions. Additionally, while these segments are less sensitive to overall economic conditions than lower-income
consumers, many consumers in these market segments switch to inferior goods in times of economic uncertainty.
Over the five years to 2021, IBISWorld estimates that these two consumer cohorts have slightly increased as a
share of industry revenue, partially due to their ability to purchase many different products, despite certain
macroeconomic shocks such as the coronavirus pandemic.

LOWEST AND SECOND-LOWEST INCOME QUINTILES

In 2021, individuals in the lowest and second-lowest income quintiles are
expected to account for 9.3% and 13.9% of revenue, respectively.
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Due to their limited levels of discretionary income, consumers in these cohorts are highly sensitive to fluctuations in
the overall economy, and these individuals are unlikely to splurge on expensive industry goods during periods of
economic uncertainty. Fortunately for industry operators, overall growth in the levels of per capita disposable income
have caused demand from these market segments to grow as shares of revenue over the past five years. At the
same time, intense price competition and the continued importing of relatively inexpensive shoes and raw materials
from foreign markets have significantly reduced the prices many retailers charge for their shoes, causing industry
goods to become increasingly affordable for relatively low-income consumers. Despite operators' attempts of
lowering product prices, many consumers in this segment are expected to be negatively affected by uncertain
macroeconomic conditions, such as the coronavirus pandemic. During periods of economic uncertainty, consumers
within these segments will likely be more cautious on what they spend their disposable income on.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Due to the service-based nature of industry services, the Shoe Stores industry in Canada does not participate in
international trade. Instead, the international trade of footwear is recorded at the upstream manufacturing level; refer
to IBISWorld report 31621CA for more information.

Business
Locations

  As with most industries in the retail sector, the geographic distribution of establishments in the Canadian Shoe Stores industry
largely mirrors the distribution of the overall Canadian population since these businesses rely heavily on foot traffic to generate
revenue. Consequently, the largest concentration of industry establishments is in Ontario, which is estimated to contain 38.8% of
the Canadian population and 38.5% of industry establishments in 2021. In addition to being Canada's most populous province,
Ontario is also one of the nation's primary tourist destinations, which bolsters revenue for industry operators through discretionary
tourist spending.

Quebec accounts for 22.6% of the population, making it the second-most populous province. Quebec also holds the second-
largest concentration of industry establishments, containing an estimated 28.4% of business locations in 2021. Similar to Ontario,
Quebec is also a popular tourist destination. The province is also conveniently located close to major ports, making it relatively
easy and cost effective for operators in the province to import inventory from foreign markets.

Similarly, British Columbia is expected to account for 13.5% of the Canadian population and 12.9% of industry establishments in
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2021. This strong presence of shoe stores in British Columbia is largely the result of the province's proximity to major markets in
the United States and its considerable port infrastructure, which facilitates the import of relatively inexpensive inventory. Alberta is
another popular destination for industry establishments, containing an estimated 10.7% of business locations in 2021. Alberta is
also one of Canada's most populated regions, accounting for 11.7% of the Canadian population in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Shoe Stores industry in Canada exhibits a low level of market share concentration, with the industry's four
largest players accounting for less than 20.0% of industry revenue in 2021. Low barriers to entry make it easy for
aspiring operators to enter the industry and stimulate internal competition. As a result, the industry is highly
fragmented among small-scale operators, making it difficult for companies to expand their market share by achieving
economies of scale or scope. For instance, most shoe stores operate as nonchain retailers and few big chains
specialize in the sale of footwear. In fact, most industry operators employ fewer than 50 employees, with 98.6% of
all enterprises employing 49 or fewer workers in 2021. Moving forward, market share concentration is expected to
increase as smaller operators struggle to contend with competition from department stores, online retailers and
established industry leaders.

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:
It is important for industry operators to control stock on hand. Operators that do not implement adequate stock
control often lose sales due to wasted shelf space, which hurts industry revenue.

Accessibility to consumers/users:
It is important for operators to be located in easily accessible areas to avoid being overlooked in favour of big-box
retailers and department stores.

Ability to expand and curtail operations rapidly in line with market demand:
Demand for shoes is based on a variety of factors, including seasonality, and operators that are unable to rapidly
adapt to market conditions tend to suffer from higher overhead costs and lost sales.

Having a good reputation:
Having a good reputation translates into strong brand recognition, which is important in attracting repeat customers.

Adaptability of operations to comply with social distancing protocols:
Industry operators must be able to adapt to new safety regulations to keep their employees safe. Improving
workplace conditions and implementing social distancing protocols will likely be crucial for an operator’s ability to
stay operational.
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Cost Structure
Benchmarks

  Profit

Profit, measured as income before interest and taxes, is expected to
account for 5.3% of industry revenue in 2021, down from 5.7% in 2016.
Profit is influenced by the industry's purchase costs and downstream
demand. Over the five years to 2021, profit has been pressure as many
operators have lowered selling prices to attract consumer demand amid
increased internal price competition and mounting external competition
from online retail portals. In recent years, many consumers have opted
to purchase shoes from online retailers or department stores due to the
convenience or cost savings associated with these competing retail
outlets. To maintain customers, many of the brick-and-mortar retailers
that operate in this industry have offered promotions and slashed
prices, which has cut into profit. In addition, decreasing profit can be
attributed to the COVID-19 (coronavirus) pandemic in 2020, which
forced many establishments to close for several months to help mitigate
the spread of the virus.

 

  Wages

Wages, which include employee compensation, payroll and benefits,
are estimated to account for 17.4% of industry revenue in 2021.
Operators in this industry often rely on labour to provide customer
service, track inventory and process transactions. At the same time,
companies can manage labour costs through the use of part-time
workers and management software that automate certain industry
operations. Flexible workforces enable companies to adjust
employment and wages in line with shifting consumer demand. Over
the past five years, wages as a share of revenue have increased
despite operators' attempts to cut operating costs to maintain profit.
This rise in wages may be attributed to the rise in the number of
employees that are needed to monitor and incorporate automated
inventory control systems, radio-frequency identification technology and
other technologies that improve efficiency.
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  Purchases

Purchases represent the largest cost for this industry, accounting for an
estimated 52.3% of industry revenue in 2021. The industry falls under
the retail sector, and as a result, most operators spend a large share of
their revenue on inventory, since the success of a retail store often
depends on the store maintaining an inventory that is large and
diversified enough to satisfy volatile consumer demand. Industry
purchase costs are heavily influenced by the prices of raw materials
used in the shoe manufacturing process and demand conditions in
downstream markets. When the price of raw materials increases, costs
for upstream manufacturers also increase, and a large proportion of
these costs are then transferred to downstream retailers, especially in
times of high demand. In recent years, purchase costs have declined
as a share of industry revenue despite the world price of rubber
increasing over the five years to 2021.

 

  Marketing

Marketing costs account for 2.5% of industry revenue in 2021. These
costs have grown slightly as a share of industry revenue over the past
five years as operators attempt to differentiate their products amid
mounting internal competition.

 

  Depreciation

Overall, depreciation costs are expected to account for 1.3% of revenue
in 2021 and includes investment in fixtures and fittings, cash registers,
inventory control systems and other capital equipment.

 

  Rent

Rental expenses vary according to the size and location of a store.
Industry operators are generally located in easily accessible
commercial areas to attract consumers. However, expensive real estate
markets in major cities and other highly commercial locations may
cause small retailers to rent their premises instead of owning them
outright. For these operators, rent accounts for a relatively large share
of revenue as they experience the added cost of monthly rent. In
contrast, rent often represent a relatively small cost for independently
owned stores located in rural areas. In 2021, rent is estimated to
account for 10.7% of revenue.
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  Utilities

In 2021, utility costs are estimated to account for 1.1% of industry
revenue.

 

  Other Costs

Industry operators are also required to depreciate assets and other
nonannual expenses over time. The cost of depreciation varies among
operators depending on their size and the number of assets involved.
Other common expenses experienced by industry operators include
insurance premiums, security costs, legal fees, transportation costs and
other administration expenses. Collectively, these miscellaneous costs
are expected to account for 9.5% of industry revenue in 2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Canadian Shoe Stores industry compete with one
another based on several factors, including price, variety of products,
quality and reputation.

Most shoe retailers compete primarily based on price, particularly operators that sell low-cost footwear. Industry
operators use techniques such as loyalty programs, advertising, point-of-sale price comparisons and excessive
discounting to lure in price-sensitive customers. Since most large retailers targeting middle- and lower-income
groups have similar products and brands, offering low prices gives operators a competitive advantage. At the same
time, the ability of consumers to shop and compare prices online means that consumers can easily avoid stores with
abnormally high prices. As a result, many operators aim to keep their prices consistent with industry averages, and
retailers are typically reluctant to place a premium on their products unless their store offers high-end products or an
exceptional level of customer service.

Footwear retailers also compete based on the variety of shoes and assortment of brands offered. Large shoe
retailers such as, Designer Brands Inc., previously known as Designer Shoe Warehouse (DSW), and Foot Locker
Inc. provide customers with several options for a wide range of shoe types, such as dress shoes, athletic footwear
and casual shoes. If an operator does not carry the specific brand of shoe that a consumer is seeking to purchase,
they run the risk of losing a sale. Therefore, operators benefit from stocking a wide variety of brands and styles to
attract and retain customers.

Operators targeting higher-end markets primarily compete on the bases of quality and reputation. These retailers
rely on in-store ambience, only sell upscale designers and often stock just one brand of shoe. These operators also
compete based on brand associations, using aggressive marketing techniques to develop the prestige and image of
their brands to attract high-income consumers. Similarly, customer service is another important competitive factor for
shoe retailers. High-end stores that employ knowledgeable employees can build a reputation as style experts. In
response to mounting price competition from online retailers, many shoe stores have sought to position themselves
as specialists, able to answer any questions and provide a complete range of footwear that may be hard to find
elsewhere.



Shoe Stores in Canada April 2021

26 IBISWorld.com

EXTERNAL COMPETITION

Externally, industry players compete with other specialty stores,
department stores, discount retailers, direct marketers and e-commerce
retailers.

Many of these external competitors can leverage their brand recognition to drive sales growth and their economies
of scale to garner favourable contracts with upstream manufacturers and wholesalers. Additionally, online retailers
are often able to undercut the prices of traditional brick-and-mortar stores by avoiding the overhead costs of
maintaining a storefront. Moreover, online retailers are not constrained by the size of a storefront, enabling these
external operators to offer a wider selection of products. Increased competition from these entities has resulted in
greater marketing expenditure within the industry, causing profit for many small-scale operators to contract.

Barriers to
Entry

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

  The Shoe Stores industry in Canada is characterized by
moderate barriers to entry, and new entrants can
experience significant start-up costs in the form of the
construction, purchase or leasing of a retail space. A retail
location also requires fixtures and fittings, which serve as
additional capital investments that could deter potential
entrants. Moreover, aspiring operators must procure a
sufficient quantity and variety of inventory to satisfy
consumer demand. Potential operators may also have
difficulty securing contracts and licences to sell popular
brands due to existing deals with established retailers.
The proliferation of channel conflict, by which
manufacturers sell their products directly to downstream
consumers over the internet or through other marketing
methods, can also act as a significant barrier to success
for industry operators, since this practice substantially
limits the industry's total customer base.

Additionally, this industry is fiercely competitive, with new
entrants experiencing both price competition from
established shoe outlets and external competition from e-
commerce portals. While competition is not a formal
barrier to entry, it can deter new operators from entering
the market by making it difficult for small-scale industry
players to remain profitable. At the same time, industry
operators experience little government oversight, and the
pace of technological change in this industry is relatively
low, making it easier for new entrants to set up shop.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Increasing

  While international trade of footwear is recorded at the upstream manufacturing level, most retailers in the Canadian
Shoe Stores industry import their merchandise from abroad or sell imported merchandise acquired from
wholesalers. Furthermore, some of the largest Canadian-based companies in this industry, such as Aldo Group Inc.,
operate on a global scale. Conversely, several industry players, such as Foot Locker Inc., are headquartered abroad
and operate establishments in Canada. Similarly, major US shoe store Designer Brand Inc., previously known as
Designer Shoe Warehouse (DSW), acquired a partial stake in Canada-based Town Shoes Ltd. in 2014. Over the
coming years, IBISWorld expects acquisitions and expansions such as this to become increasingly commonplace,
boosting the level of globalization in this industry.
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Major Companies

Major Players Foot Locker Inc.

Market Share: 7.4%

Brand Names Foot Locker, Lady Foot Locker, Kids Foot
Locker, Footaction, Champs Sports, Runners Point,
Sidestep

  Founded in 1974 and headquartered in New York City, Foot Locker Inc. (Foot Locker) is an athletic shoe and
apparel retailer that operates nearly 3,000 stores across 27 countries. Foot Locker primarily sells shoes through its
retail outlets, but the company also provides direct-to-consumer sales and operates an online portal. Athletic shoes
dominate the company's sales, representing more than 90.0% of total revenue. The company operates athletic retail
stores under the Foot Locker, Lady Foot Locker, Kids Foot Locker, Champs Sports, Footaction and CCS brands.
Foot Locker is also estimated to employ more than 50,000 workers including part-time and full-time. In fiscal 2020
(year-end January), the company generated $10.1 billion in global revenue (latest data available).

Since its founding, Foot Locker has significantly expanded its share of the Canadian Shoe Stores industry through
various acquisitions and new business ventures, though most of the company's largest acquisitions took place prior
to the five years to 2021. However, the company has continued to make acquisitions of smaller companies to
expand its customer base. For example, in 2013, Footlocker acquired Runners Point Group, a chain of more than
200 athletic retail stores with a large presence in Germany.

Financial performance

The company's industry-relevant revenue has decreased at an annualized rate of 0.8% to $335.1 million over the
five years to fiscal 2021. Over the past five years, Foot Locker has significantly expanded its network of stores in
Canada by opening its own business lines, including Kids Foot Locker, in the country. Foot Locker stores generally
offer consumers a wide range of shoes from different brands, contributing to the company's popularity among
younger consumers. Additionally, through its customer loyalty programs, Foot Locker has managed to curb some
competition from department stores and e-commerce outlets, enabling the company to experience organic growth
over most of the past five years. The company has also successfully leveraged its economies of scale to garner
favourable returns. However, the company's operating profit, measured as income before interest and taxes, is
expected to decrease an annualized 6.9% to $31.7 million over the five years to fiscal 2021. This decrease in
revenue and profit can be mainly attributed to the adverse economic effects of the COVID-19 (coronavirus)
pandemic. The pandemic has caused many retail locations to close down and has also made customers more
reluctant to purchase new shoes that are often considered a discretionary purchase.

 
Foot Locker Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015-16 349.5 N/C 45.3 N/C
2016-17 342.9 -1.9 25.4 -43.9
2017-18 349.6 2.0 31.0 22.0
2018-19 361.0 3.3 29.8 -3.9
2019-20 343.6 -4.8 22.8 -23.5
2020-21 335.1 -2.5 31.7 39.0

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

Aldo Group Inc.

Market Share: 6.4%

Brand Names ALDO, ALDO RISE, GLOBO, Call It Spring,
MR.B'S

  Aldo Group Inc. (Aldo) is a Canadian shoe retailer with more than 3,000 stores across the globe. Aldo was founded
in 1972 and has its corporate headquarters in Montreal. The company also employs an estimated 20,000 workers
and generated an estimated $2.0 billion in global sales in 2015 (latest data available). Aldo operates under several
retail trademarks, including ALDO, Call It Spring and GLOBO. The company owns stores in the United States,
Canada, the United Kingdom and Ireland, however, most of its overseas stores are franchised.
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The company has made several major acquisitions, most of which occurred prior to the five years to 2021. In August
2017, the company announced the acquisition of the footwear and accessories operations of Camuto Group Inc.
However, the acquisition was called off mutually by both parties later that year, according to a 2017 article of The
Business of Fashion.

Financial performance

Aldo is a privately held corporation and does not disclose financial information. However, IBISWorld estimates that
Aldo's industry-specific revenue has decreased at an annualized rate of 2.3% to $288.1 million over the five years to
2021. Aldo benefits from having a strong supply chain and outsourcing its production to low-cost countries,
particularly China, Vietnam and Cambodia, since these practices enable the company to sell shoes both within
Canada and across the globe at heavily discounted prices. However, while this competitive pricing has helped
bolster the company's market share within the industry, it has also constrained Aldo's profit. Despite the company's
significant economies of scale, IBISWorld expects Aldo's industry-relevant operating profit, measured as earnings
before interest and taxes, to account for 5.3% of revenue in 2021, which is the industry average profit margin.
Overall, IBISWorld expected Aldo's operating profit to fall at an annualized rate of 3.6% to $15.3 million over the five
years to 2021. The decrease in the company's revenue and operating profit can be mainly attributed to the adverse
economic effects of the coronavirus pandemic. Due to the pandemic, many consumers were more reluctant to
purchase new shoes, which tend to be discretionary products. In addition, many of the company's retail locations
were forced to close during the peak of the pandemic, causing sales to decrease significantly in 2020.

 
Aldo Group Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 322.9 N/C 18.4 N/C
2017 264.5 -18.1 15.1 -17.9
2018 269.3 1.8 15.6 3.3
2019 342.1 27.0 19.7 26.3
2020 279.4 -18.3 10.1 -48.7
2021 288.1 3.1 15.3 51.5

Source: IBISWorld
Note: *Estimates

Other Companies Caleres Inc.

  Market Share: 1.5%
  Founded as Brown Shoe Company in 1878, Caleres Inc. (Caleres) is a global wholesaler and retailer of footwear.

The company employs more than 8,400 people that work for Caleres' sizable portfolio of brands, which includes
Famous Footwear, Naturalizer, Dr. Scholl's, LifeStride, Ryka and several other brands. Caleres participates in the
Canadian Shoe Stores industry primarily through its Famous Footwear, Naturalizer and Dr. Scholl's brands. In
December 2016, Caleres announced a $337.7 million acquisition of Allen Edmonds, a US manufacturer of premium
leather shoes, significantly bolstering the company's portfolio of footwear brands. Overall, the company is expected
to generate $69.0 million in industry-relevant revenue in 2021, with a market share of 1.5%.

Designer Brands Inc.

  Market Share: 1.0%
  Founded in 1991 and headquartered in the United States, Designer Brands Inc. (Designer Brands), previously

known as Designer Shoe Warehouse (DSW), is a shoe retailing company that primarily operates stores under its
eponymous name. Designer Brands is known for selling a wide range of men's and women's shoes at discounted
prices. The company operates 663 DSW stores, which are also relatively large, averaging more than 500.0 square
metres. Designer Brands became industry-relevant when it acquired Town Shoes Ltd. (Town Shoes) in May 2018.
That same year, Designer Brands shut down all 38 Town Shoes stores. Currently, Designers Brands operates 144
locations in Canada under The Shoe Company, Shoe Warehouse and DSW Designer Shoe Warehouse banners
and related e-commerce websites. In 2021, IBISWorld estimates that Designer Brands will generate $45.1 million in
industry-relevant revenue in 2021, with a market share of 1.0%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Shoe Stores industry in Canada is characterized by a
low level of capital intensity, with the typical industry
operator spending just $0.07 on capital investments for
every $1.00 spent on labour inputs in 2021. Industry
participants do not generally require a substantial amount
of machinery or other equipment to operate efficiently.
Although, a growing number of industry operators have
begun investing in radio-frequency identification
technology, automated inventory control systems, bar code
readers and other capital-intensive infrastructure to
increase productivity and improve the consumer
experience. However, the level of capital intensity in this
industry has stayed relatively steady over the five years to
2021 because these technologies have primarily been
implemented by relatively large retailers, and most small-
scale stores continue to use conventional methods of
record keeping and inventory control, limiting growth in
overall capital intensity. Moving forward, IBISWorld
estimates that the industry will remain highly dependent on
labour inputs to provide customer service and sell
merchandise, though many shoe stores will likely continue
to adopt new cost-saving technologies as they become
more prevalent and more affordable.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

High Innovation
Concentration

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

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.

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

Medium Market
Concentration

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

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

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

The most relevant disruptive force in the Canadian Shoe Stores industry is the
rise in e-commerce; refer to IBISWorld report 45411aCA for more information.

The E-Commerce and Online Auctions industry in Canada poses a growing threat to establishments in the Canadian Shoe
Stores industry. Online retailers, such as Amazon.com Inc., permit customers to compare prices across products, saving
them time and money. Additionally, product selections online tend to be broader than those in brick-and-mortar
establishments. Many industry operators are countering this effect by growing their online presence and creating websites
and apps that customers can access on their smartphones. Additionally, websites such as Poshmark, an online
marketplace where people can buy and sell new or used clothing and shoes at a discounted price, are growing in popularity
and are directly disrupting the industry. Many of these marketplaces have created apps that enable people to buy and sell
directly from their phone.

The level of technology change is    Low

  Recent technological advances in the Canadian Shoe Stores industry include
the use of automated warehouse equipment, electronic barcode scanners and
electronic surveillance equipment.

For instance, electronic barcode scanning systems increase productivity by enabling efficient customer checkout and
returns, store-based inventory management and rapid order replenishment. In particular, radio-frequency identification
(RFID) technology is used to make existing supply chain processes more efficient. RFID tags contain a small chip that can
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carry more information than a bar code and that can be scanned by readers located inside a warehouse, on trucks and on
trailers. These tags provide a wide range of tracking information, including product movement, time spent in transit and
temperature fluctuations. This technology enables operators to obtain greater control of product handling and enforce
higher quality standards. RFID technology also assists with managing inventory levels, analyzing and forecasting demand
for certain products and providing an array of potential benefits to consumers, including faster recovery of stolen items,
lower prices stemming from reduced operating costs and faster and more reliable product recalls.

Security and theft prevention advancements used by industry operators include closed-circuit TV cameras, source tagging,
signature-capture technology used at the point-of-sale (POS) terminal for credit card transactions and fingerprint-scanning
systems that verify customer identities to combat cheque fraud. Many industry operators also use advanced POS systems
so that product segmentation, gross margin by product, promotional activity, customer loyalty and other metrics that are
important to retailers can be recorded and analyzed. In turn, this information can be used to enhance future marketing
strategies and improve inventory control.

Revenue
Volatility

The level of volatility is    Low

  The Shoe Stores industry in Canada has exhibited a low to moderate level of
revenue volatility over the five years to 2021, with year-to-year revenue growth
rates ranging between an increase of 6.7% in 2016 and a decline of 2.2% in
2019.

Shoes are essential products, and while there are changes in yearly demand, the overall trajectory of industry revenue
growth remains upward and stable. At the same time, demand for industry products is affected by changes in the level of
disposable income and other macroeconomic trends. In particular, high-end shoe retailers are highly sensitive to changes
in per capita disposable income since designer shoes are considered a discretionary purchase. Other factors that
contribute to revenue volatility in this industry include changes in consumer sentiment, fashion trends and weather patterns.

Over the five years to 2021, various shocks to the Canadian economy have caused the industry to experience a low to
moderate level of revenue volatility, with industry operators experiencing weak demand for shoes over the past five years
as uncertain economic conditions encouraged Canadian consumers to limit discretionary spending. Moving forward,
industry revenue volatility is expected to remain low as the overall Canadian economy experiences relatively stable growth.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

While operators in the Canadian Shoe Stores industry are subject to many of
the basic laws that govern almost all business in Canada, such as employee
rights, accounting standards and workplace safety regulations, there are few
government regulations that specifically target the industry.

Instead, most regulations and assistance programs relating to shoes and other clothing apparel are designed for upstream
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manufacturers. However, the industry is subject to the Consumer Packaging and Labelling Act, which mandates accurate
and meaningful product labelling, and the Textile Labelling Act (TLA), which sets specific standards and regulations for
textile-based products. The TLA applies to footwear that uses textiles as an input, and it covers topics such as the labelling
and advertising of fibre content. Additionally, operators that import footwear into Canada are subject to Memorandum
D10-14-37, which outlines the policies used by the Canada Border Services Agency to assess the composition of a shoe's
upper. These policies are then used to determine the applicability of various tariffs that the Canadian government imposes
on imported shoes made of specific materials.

Industry
Assistance

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

Operators in the Canadian Shoe Stores industry receive a low level of
assistance from government bodies, since most of the assistance programs
relevant to this industry are geared toward upstream manufacturers; refer to
IBISWorld Report 31621CA for more information.

For example, the industry does not receive direct assistance in the form of tariffs because industry operators do not directly
engage in international trade. Additionally, most shoes can be imported into Canada duty-free; however, shoes that have
specific uppers or that fall under the category of riding boots are subject to tariffs ranging between 0.0% and 20.0%.
Additional details regarding specific tariffs can be found in Canada's Custom-Tariff Schedule, section 12, chapter 64.

The industry also benefits from the assistance of various trade associations, such as the National Shoe Retailers
Association (NSRA), which represents independent shoe store owners in both Canada and the United States. As a
nonprofit association, the NSRA primarily supports industry operators by organizing conferences and other networking
events, providing educational materials to disseminate best practices across the industry and partnering with logistics
companies and banks to provide association members with discounts on shipping, marketing, banking and other services.

In addition, due to the COVID-19 (coronavirus) pandemic, the industry is expected to receive governmental aid to help keep
operators afloat. The Canada Emergency Wage Subsidy (CEWS) plan is one of many coronavirus relief programs that
attempts to aid operators. The CEWS will assist operators by covering 75.0% of an employee's wages and aims to enable
companies to rehire employees to avoid layoffs.

With more than 95.0% of establishments employing fewer than 50 workers in 2021, according to IBISWorld and Statistics
Canada estimates, the Canada Emergency Business Account (CEBA) provides further assistance for operators. The
federal government is guaranteeing bank loans for small businesses and has been implemented by eligible financial
institutions in cooperation with Export Development Canada. The CEBA program is intended to assist with operating costs
during the coronavirus pandemic. Through a new Business Credit Availability Program, Business Development Bank of
Canada and Export Development Canada are providing more than $40.0 billion in loans and other forms of credit support
and enhancement at market rates to businesses with viable business models.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income ($)

2012 3,533 893 3,745 1,471 28,158 N/A N/A 645 N/A 28,883
2013 3,658 937 3,623 1,423 30,512 N/A N/A 669 N/A 29,369
2014 3,832 980 3,661 1,431 30,777 N/A N/A 688 N/A 29,466
2015 4,215 1,030 3,700 1,431 34,765 N/A N/A 731 N/A 30,804
2016 4,498 1,065 3,689 1,404 31,824 N/A N/A 748 N/A 30,332
2017 4,504 1,090 3,737 1,410 36,032 N/A N/A 777 N/A 30,675
2018 4,497 1,072 3,659 1,383 33,282 N/A N/A 758 N/A 30,647
2019 4,398 1,074 3,333 1,266 35,302 N/A N/A 766 N/A 30,852
2020 4,395 982 3,141 1,205 34,436 N/A N/A 768 N/A 33,178
2021 4,533 1,085 3,144 1,203 35,235 N/A N/A 787 N/A 32,872
2022 4,677 1,116 3,144 1,200 36,067 N/A N/A 807 N/A 33,348
2023 4,763 1,133 3,125 1,191 36,477 N/A N/A 817 N/A 33,515
2024 4,842 1,150 3,103 1,181 36,946 N/A N/A 828 N/A 33,614
2025 4,916 1,164 3,074 1,168 37,248 N/A N/A 836 N/A 33,697
2026 4,988 1,180 3,048 1,156 37,634 N/A N/A 846 N/A 33,806

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2012 0.37 1.19 -2.22 -1.87 2.62 N/A N/A -0.73 N/A 1.73
2013 3.52 4.96 -3.26 -3.27 8.35 N/A N/A 3.80 N/A 1.68
2014 4.74 4.57 1.04 0.56 0.86 N/A N/A 2.82 N/A 0.33
2015 10.0 5.10 1.06 0.00 13.0 N/A N/A 6.22 N/A 4.53
2016 6.70 3.40 -0.30 -1.89 -8.46 N/A N/A 2.35 N/A -1.54
2017 0.14 2.31 1.30 0.42 13.2 N/A N/A 3.89 N/A 1.12
2018 -0.15 -1.65 -2.09 -1.92 -7.64 N/A N/A -2.45 N/A -0.10
2019 -2.22 0.23 -8.91 -8.46 6.06 N/A N/A 1.08 N/A 0.66
2020 -0.06 -8.56 -5.77 -4.82 -2.46 N/A N/A 0.20 N/A 7.54
2021 3.13 10.4 0.09 -0.17 2.32 N/A N/A 2.48 N/A -0.93
2022 3.16 2.87 0.00 -0.25 2.36 N/A N/A 2.52 N/A 1.44
2023 1.83 1.54 -0.61 -0.75 1.13 N/A N/A 1.27 N/A 0.50
2024 1.66 1.45 -0.71 -0.84 1.28 N/A N/A 1.35 N/A 0.29
2025 1.52 1.25 -0.94 -1.11 0.81 N/A N/A 0.95 N/A 0.24
2026 1.46 1.33 -0.85 -1.03 1.03 N/A N/A 1.12 N/A 0.32

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 25.3 N/A N/A 125 18.2 7.52 22,889
2013 25.6 N/A N/A 120 18.3 8.42 21,926
2014 25.6 N/A N/A 125 18.0 8.41 22,351
2015 24.4 N/A N/A 121 17.3 9.40 21,018
2016 23.7 N/A N/A 141 16.6 8.63 23,501
2017 24.2 N/A N/A 125 17.3 9.64 21,564
2018 23.8 N/A N/A 135 16.9 9.10 22,775
2019 24.4 N/A N/A 125 17.4 10.6 21,704
2020 22.3 N/A N/A 128 17.5 11.0 22,296
2021 23.9 N/A N/A 129 17.4 11.2 22,333
2022 23.9 N/A N/A 130 17.3 11.5 22,369
2023 23.8 N/A N/A 131 17.2 11.7 22,400
2024 23.7 N/A N/A 131 17.1 11.9 22,416
2025 23.7 N/A N/A 132 17.0 12.1 22,447
2026 23.6 N/A N/A 133 17.0 12.3 22,466

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

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

National Shoe Retailers Association
http://www.nsra.org

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

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.

RETAIL THEATRE
An in-store display that uses various sensory elements to provide customers with advertising and product
information while they shop.

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%.
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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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