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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:

· Supply chain constraints amid the COVID-19 (coronavirus) pandemic have hindered growth for the Musical
Instrument and Supplies Stores industry in Canada, with revenue projected to decrease over the five years to 2021.
For more detail, please see the Current Performance chapter.

· Purchases account for the largest industry expense, remaining relatively steady as a share of revenue. However, it
is expected that it will decrease over the five years to 2026 due to an influx of low-cost imports to the market and
lowered demand amid the coronavirus pandemic. For more detail, please see the Cost Structure Benchmarks
chapter.

· Due to the pandemic, many of the industry's major markets will likely experience a decline in demand. For more
detail, please see the Major Markets chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Musical Instrument and Supplies Stores industry in Canada retails an extensive selection of musical

instruments, sheet music and related supplies, such as microphones, amplifiers and audio systems. These products
are usually sold directly to end consumers. Many industry operators also repair and rent these products and provide
music instruction.

Major Players Long & McQuade Limited

Main Activities The primary activities of this industry are:

Retailing musical instruments

Retailing musical supplies

Retailing sheet music

Repairing musical instruments and supplies

Providing private music lessons and instruction

The major products and services in this industry are:

Stringed instruments

Percussion instruments

Woodwind instruments

Pianos and organs

Audio equipment, components, parts and accessories

Sheet music and related items

Other
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Supply Chain

SIMILAR INDUSTRIES

Consumer Electronics Stores in
Canada

Used Goods Stores in Canada E-Commerce & Online Auctions in
Canada

Mail Order in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Musical Instrument & Supplies
Stores in the US

The Retail Market for Musical
Instruments

Musical Instrument Retailers in
the UK

Tobacconists and Specialised
Grocery Retailing in Australia
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Industry at a Glance
Key Statistics

$940.4m
Revenue

Annual Growth

2016–2021

-3.3%

Annual Growth

2021–2026

1.9%

Annual Growth

2016–2026

 

$82.8m
Profit

Annual Growth

2016–2021

-5.7%

  Annual Growth

2016–2021

 

8.8%
Profit Margin

Annual Growth

2016–2021

-1.2pp

  Annual Growth

2016–2021

 

1,087
Businesses

Annual Growth

2016–2021

-1.3%

Annual Growth

2021–2026

0.4%

Annual Growth

2016–2026

 

6,103
Employment

Annual Growth

2016–2021

-2.8%

Annual Growth

2021–2026

1.1%

Annual Growth

2016–2026

 

$173.9m
Wages

Annual Growth

2016–2021

-0.6%

Annual Growth

2021–2026

1.3%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

2.0%
Consumer confidence index

2.3%
Per capita disposable income

0.3%
Leisure time

0.8%
Number of children aged 19 and
younger

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady   Industry Globalization

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Technology Change
Medium   Barriers to Entry

Medium / Steady

  Competition
Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady

 

Key Trends

 Lack of growth within certain markets has the potential to
stunt demand for industry goods

 The availability of less expensive imports contributes to
rising external competition

 Heavy price competition has forced many small businesses
to reorganize to maintain profit

 The number of children aged 19 and younger is expected to
continue its growth

 The industry offers many competitive advantages to combat
external competition

 Consumers will likely still be drawn to the industry's specialty
shops for their knowledgeable staff

 The industry has experienced tepid sales due to supply
chain constraints
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  High Profit vs. Sector Average

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Customer Class Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Consumer confidence index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Leisure time
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Executive Summary Sweet symphony: Increases in the number of children aged 19 and
younger will likely support industry growth

Revenue for the Canadian Musical Instrument and Supplies Stores industry has steadily fallen over the five years to
2021. The industry, which relies on steady levels of consumer spending, has experienced tepid sales during the
period due to supply chain constraints amid the COVID-19 (coronavirus) pandemic. The industry has also
experienced increased external competition from mass merchandisers and online retailers that offer lower prices.
This has resulted in wavering sales of new musical instruments, sheet music and music supplies, with increased
emphasis toward used instrument sales and personal instruction. Industry revenue is estimated to decrease an
annualized 3.3% to $940.4 million over the five years to 2021, including a decrease of 15.1% in 2020, which is
mainly attributed to the pandemic. However, revenue is expected to recover, increasing 10.6% in 2021, amid
heighted demand.

This pandemic has induced economic uncertainty and job losses, which are two key external drivers that that affect
industry sales. If consumers lose their jobs and their disposable income falls, then they will likely choose to spend
their discretionary income on more necessary goods. The way people spend their discretionary income also largely
depends on their view of general macroeconomic conditions. If people have confidence in the state of the economy,
then they will tend to purchase more nonessential items such as musical instruments.

Over the five years to 2026, the industry is forecast to experience rebounding revenue growth. Per capita disposable
income will likely increase slightly as economic conditions improve, providing consumers with more discretionary
income for premium instruments. Also, increases in consumer confidence and the number of children aged 19 and
younger, the industry's key market segment, are expected to support industry growth. Subsequently, industry profit
is estimated to slightly decrease over the next five years; however, increasing external competition from e-
commerce sites is expected to strain these gains. Similarly, mass merchandisers and wholesale clubs, whose
product lines are likely to expand to include many of the same items as musical instrument stores, will likely continue
to threaten industry growth. However, industry revenue is still expected to increase, rising an annualized 1.9% to
$1.0 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Per capita disposable income

Musical instruments and supplies are discretionary purchases. Therefore, a rise in household disposable income
increases the propensity for consumers to purchase goods, such as musical instruments, boosting industry demand.
Per capita disposable income is expected to decrease in 2021.

 

Consumer confidence index

The Consumer Confidence Index measures consumer optimism about the current economic environment and is an
indicator of consumer product sales in the near term. Musical instruments are discretionary purchases, and
therefore, when consumers feel financially stable, they are more likely to purchases musical instruments. The
Consumer Confidence Index is expected to increase in 2021.

 

Leisure time

Fluctuations in the availability of consumer leisure time directly influence demand for musical instruments.
Consumers learning to play a musical instrument must be prepared to dedicate a sizable portion of leisure time for
lessons and practise. Thus, rising leisure time leads to an increase in the number of individuals that choose to learn
a musical instrument, and in turn, purchase industry items. Leisure time is expected to decline in 2021, posing a
potential threat to the industry.

 

Number of children aged 19 and younger

This industry is quite sensitive to trends among the number of children, specifically those aged 19 and younger. This
age group is considered a key market for musical instrument retailers because children encounter music courses at
school and may opt to pursue music as a hobby outside of their regular school curriculum. Furthermore, young
bands and aspiring professionals in this segment demand a range of musical items. Therefore, an overall rise in the
relative share of this population segment may result in increased sales for industry operators. The number of
children aged 19 and younger is expected to increase in 2021, representing a potential opportunity for the industry.

 



Musical Instrument & Supplies Stores in Canada October 2021

11 IBISWorld.com

Current
Performance

The Musical Instrument and Supplies Stores industry in Canada retails an
extensive selection of musical instruments, sheet music and related
supplies, such as microphones, amplifiers and audio systems.

Industry revenue has declined steadily over the five years to 2021, as operators have been stymied by rising
external competition from mass merchandisers, such as Best Buy Co. Inc. (Best Buy) and Walmart Inc. (Walmart),
and online retailers, such as Amazon.com Inc. (Amazon). Additionally, supply chain constraints amid the COVID-19
(coronavirus) pandemic have hindered growth. Industry revenue is projected to decrease at an annualized rate of
3.3% to $940.4 million over the five years to 2021, including a decrease of 15.1% in 2020 alone. This decline in
2020 is mainly attributed to the ongoing situation regarding COVID-19 (coronavirus). Due to increased economic
uncertainty, many people will likely be more cautious on what they spend their money; consumers typically spend
less money on discretionary items, such as musical instruments, during periods of economic uncertainty. However,
with business operations resuming as vaccinations increase, demand is expected to pick up from pandemic-induced
lows. As a result, IBISWorld estimates revenue to grow 10.6% in 2021 alone.

CONSUMER CONFIDENCE BOUNCE BACK

Growth in per capita disposable income has led consumers to gradually
increase discretionary purchases, rising an annualized 0.8% over the five
years to 2021.

While households may have a large income to purchase products at industry establishments, consumer confidence
has recovered from pandemic-induced lows. Since many musical instrument purchases are regarded as costly
investments, increases or decreases in disposable income may not necessarily indicate comparable industry
revenue growth. Both per capita disposable income and consumer confidence must sustain prolonged increases for
the industry to experience widespread growth, since consumers may be unwilling to purchase or finance very
expensive instruments and equipment if they suspect that a downturn in the Canadian economy is imminent.

The amount of leisure time can also be a major contributor to industry growth. Leisure time has increased an
annualized 0.1% over the five years to 2021. Consumers have had slightly more free time to engage in leisure
activities, such as playing a musical instrument. With less leisure time available, Canadians opt to spend
discretionary funds on products and services outside the scope of this industry. However, with people staying home
more and practicing social distancing due to the coronavirus pandemic, some consumers may buy a musical
instrument to learn a new skill while governments have stay-at-home orders issued. Although this will only be for a
short period of time, people that choose to learn how to play a musical instrument during the pandemic will likely
help keep this industry afloat.

Additionally, the number of children aged 19 and younger as a segment of the Canadian population has grown,
increasing at an annualized rate of 0.8% over the five years to 2021. Children aged between 10 to 19 comprise one
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of the key markets for musical instruments because they encounter music courses at school and often choose to
pursue music outside of the school curriculum. Youth bands and aspiring professionals also demand a range of
musical instruments and accessories. Lack of growth within this market has the potential to stunt demand for
industry goods.

COMPETITION RISING

Increasing pressure from external competitors, such as mass merchants,
online music sites, online auctions and direct-to-consumer retailing, has
eaten into industry revenue over the past five years.

These operators do not specialize in the sale of musical instruments, so revenue generated by these companies is
not applied to industry revenue. Mass merchandisers, such as Best Buy and Walmart, can offer consumers lower
prices than industry establishments due to low-cost distribution networks and bulk purchasing agreements with
suppliers. The availability of less expensive musical instrument imports from Asia, specifically China, also
contributes to the rising competition from mass merchandisers. Large format stores easily acquire products at low
costs, and these savings can then be passed on to consumers. Additionally, online retailers such as Amazon can
offer a wide array of musical instruments and accessories at all price levels. Consumers could potentially turn away
from specialty music shops and toward external operators to take advantage of the lowest available prices.

FALLING PROFIT AND STEEPENED OPERATING TRENDS

Heavy price competition has forced many of the industry's small
businesses to reorganize to maintain profit.

Profitability has become razor thin due to the inability of musical instrument and supplies stores to sell high-margin
products while enduring new competition from online and big-box retailers. Also, the increasing availability of low-
cost musical instrument imports from China may further constrain revenue. Consequently, over the past five years,
profit has decreased. Industry profit, measured as earnings before interest and taxes, accounts for 8.8% of revenue
in 2021, down from 10.0% in 2016.

Big-box stores have also forced many smaller businesses to exit the industry. The number of industry
establishments has decreased an annualized 1.1% to 1,283 locations over the five years to 2021. Additionally, the
industry's employees have increasingly assumed part-time roles and responsibilities, as retail locations reduce the
number of sales associates in exchange for more skilled repair technicians and instructors that are better paid. This
has caused the industry to experience declining employment overall. As a result, industry wages have fallen an
annualized 0.6% to $173.9 million 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)

Leisure Time

(hours per
day per
capita)

2012 875 236 1,251 1,079 6,242 N/A N/A 155 N/A 5.70
2013 968 267 1,408 1,212 6,502 N/A N/A 160 N/A 5.70
2014 1,004 273 1,386 1,192 6,687 N/A N/A 169 N/A 5.80
2015 1,096 292 1,381 1,186 6,535 N/A N/A 179 N/A 5.80
2016 1,110 305 1,356 1,161 7,052 N/A N/A 179 N/A 5.80
2017 1,085 306 1,293 1,103 6,968 N/A N/A 175 N/A 5.80
2018 1,065 283 1,339 1,139 6,359 N/A N/A 176 N/A 5.70
2019 1,001 270 1,252 1,066 6,321 N/A N/A 171 N/A 5.70
2020 850 225 1,243 1,058 5,721 N/A N/A 162 N/A 5.90
2021 940 269 1,283 1,087 6,103 N/A N/A 174 N/A 5.80
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Industry Outlook
Outlook The Musical Instrument and Supplies Stores industry in Canada is

expected to experience increasing competition over the five years to 2026,
but several key economic indicators suggest that the industry may be
poised for rebounding revenue growth.

Revenue is estimated to grow at an annualized rate of 1.9% to $1.0 billion over the five years to 2026. Demand for
musical instruments and supplies will likely gain strength because of projected growth in per capita disposable
income and demographic trends. However, leisure time is expected to turn against the industry's favour over the
next five years. Furthermore, the industry will likely continue to experience external competition from mass
merchandisers and online retailers.

DRIVING DEMAND

Consumers will likely benefit from growing per capita disposable income,
which is forecast to increase at an annualized rate of 0.8% over the five
years to 2026.

Households are expected to be able to spend additional income on nonessential purchases, as the unemployment
rate begins to fall. Consumers are more likely to increase their purchases of high-end instruments than in recent
years when spending on major purchases of instruments and equipment remained subdued.

The number of children aged 19 and younger is expected to continue its growth over the next five years. The
industry targets this population segment as one of the main users of musical instruments and supplies, and most
industry marketing campaigns are directed toward them and new players within this age range. Many students in
this segment are offered opportunities to learn musical instruments through school programs, which can help build a
lifelong appreciation for playing musical instruments.

The amount of leisure time also influences industry demand, due to most musicians falling into the hobbyist category
Leisure time is projected to decline slowly, falling at an annualized rate of 0.3% over the five years to 2026. While
major decreases in leisure time are not anticipated, learning to play a musical instrument consumes a sizeable
portion of time for lessons and practise. Therefore, with little decreases in free time, consumers must choose
between their current hobbies and investing time and money in a new activity, such as learning to play a musical
instrument.

PERPETUAL COMPETITION

Despite projected improvements in several key economic variables,
industry growth will likely be mitigated by the perennial threat of external
competition from mass merchandisers and online retailers.

Consumers are expected to continue to be drawn to these stores for their low-cost musical instruments, many of
which are manufactured and imported from China to reduce retail prices. These retailers offer entry-level
instruments at affordable prices. Large retailers are also able to use economies of scale to purchase in bulk, passing
these savings to the consumer. Additionally, retailers cater to remote consumers that may otherwise not have
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access to a wide range of instruments and audio supplies. The increasing number of mobile internet connections
and technological advancements, such as the mobile wallet, will likely make shopping online a preferred method of
making purchases. However, the industry still offers many competitive advantages, such as specialized knowledge,
after-sales service and one-on-one consultations that most external competitors do not provide.

MOVING FORWARD

Consumers will likely still be drawn to the industry's specialty shops for
their knowledgeable staff, repair services and private lessons.

Increasing emphasis on knowledgeable and highly skilled repair technicians and instructors in the industry will likely
necessitate a higher rate of pay moving forward. Employment in this service-based industry is forecast to increase at
an annualized rate of 1.1% to 6,447 workers over the five years to 2026. Wages are also expected to rise, growing
an annualized 1.3% to $185.2 million during the same period.

Profit, measured as earnings before interest and taxes, is anticipated to slightly decline, accounting for an estimated
8.7% of industry revenue in 2026. Industry sales are expected to grow over the next five years as consumers regain
the confidence to spend on discretionary products such as musical instruments. However, prices will likely be cut to
best compete with mass merchandisers and online retailers. Ultimately, the number of industry enterprises is
estimated to grow at an annualized rate of 0.4% to 1,107 locations 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)

Leisure Time
 (hours per

day per
capita)

2021 940 269 1,283 1,087 6,103 N/A N/A 174 N/A 5.80
2022 988 281 1,301 1,099 6,292 N/A N/A 180 N/A 5.80
2023 1,010 286 1,306 1,102 6,377 N/A N/A 183 N/A 5.80
2024 1,023 288 1,310 1,104 6,414 N/A N/A 184 N/A 5.70
2025 1,028 288 1,314 1,107 6,425 N/A N/A 185 N/A 5.70
2026 1,033 289 1,315 1,107 6,447 N/A N/A 185 N/A 5.70
2027 1,038 289 1,323 1,114 6,478 N/A N/A 186 N/A 5.70
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is expected to decline over the 10 years to 2026

The industry is enduring rising competition and saturated markets

The development and use of technology is limited

The Musical Instrument and Supplies Stores industry in Canada is expected to decline compared with the overall
economy over the 10 years to 2026. Industry value added (IVA), which measures an industry's contribution to the
overall economy, is projected to decrease an annualized 0.5% over the 10 years to 2026. This is significantly slower
than the Canadian economy, which is expected to grow at an annualized rate of 1.9% during the same period. An
industry that is declining during a period in which the Canadian GDP is growing is typically considered to be in the
mature or declining phase of its life cycle. Additionally, due to gradual establishment decline, narrow profit and slow
technological innovation, the industry is not expected to undergo significant growth. Additionally, the fact that many
consumers prefer specialized stores over the traditional, future industry growth could be limited

Despite musical instrument retailers being specialists in their field, this specialization no longer correlates with high
profitability. Increased external competition from online retailers and mass merchandisers has hurt the industry.
Additionally, these external retailers can purchase goods in bulk due to economies of scale, offering consumers
competitive pricing and promotional offers.

There have been some technological advances in this industry, including computer-scanning cash registers and
automated inventory equipment. However, they have not been significant enough to alter the industry's life cycle.
The industry also experiences a well-defined and largely saturated product market, with very little change in recent
years. The dominant users of industry products continue to be professional musicians and children between 10 and
19 years old.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Private Schools in Canada

Colleges & Universities in Canada

2nd Tier

Religious Organizations In Canada

Public Schools in Canada

Public Administration in Canada

Key Selling Industries
1st Tier

Wood Product Manufacturing In Canada

Nonferrous Metal Foundry Product Manufacturing in
Canada

Miscellaneous Durable Goods Wholesalers In Canada

2nd Tier

Copper, Nickel, Lead & Zinc Mining in Canada

Sawmills & Wood Production in Canada

Products & Services

  STRINGED INSTRUMENTS

The Musical Instrument and Supplies Stores industry in Canada generates
most of its revenue from sales of musical instruments, which can be
separated into stringed, woodwind and percussion instruments.

Stringed instruments include acoustic and electric guitars, ukuleles, violins, cellos, harps, double bass and others.
This segment comprises 36.6% of industry revenue in 2021. Over the five years to 2021, this segment has
decreased as a share of revenue due to a rise in low-cost Asian imports and a modest decline in high-end
instrument sales. Rising imports from China have permitted retailers to offer entry-level acoustic guitars for less than
$150.00 each and electric guitars for less than $175.00. While this change has opened the musical instrument
market to ordinary households in addition to musicians, it has also brought about greater competition from external
retailers, such as mass merchandisers Walmart Inc. and Best Buy Co. Inc.

PERCUSSION INSTRUMENTS

In 2021, percussion instruments represent 14.3% of industry revenue and
consist of drum kits, electronic drums, cymbals, conga, tabla, bongos,
hangs, bells, tambourines, claves and others.

This segment accounts for the third-largest share of revenue since percussion instruments are typically very large,
require a lot of space to store and typically have very high noise levels, thus making it difficult for everyday
consumers to own unless they have a proper set up. Over the five years to 2021, this segment has declined slightly
as a share of revenue.

WOODWIND INSTRUMENTS

Woodwind instruments, consisting of saxophones, clarinets, flutes,
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oboes, bassoons and other reed instruments, comprise 19.9% of revenue
in 2021.

This is the second-largest product segment since woodwind instruments are typically smaller and easier to own.
Also, many young kids in grade school choose to play a woodwind instrument since they are always needed in
school bands/orchestras and they are very easily accessible. Over the five years to 2021, this segment has decline
slightly as a share of revenue.

PIANOS AND ORGANS

The pianos and organs segment is expected to account for 8.6% of
industry revenue in 2021.

Piano styles include grand, baby grand, digital and electric pianos. This segment's share of revenue has declined
slightly over the five years to 2021. This is attributed to the changing tastes of consumers; many now prefer low-cost
keyboards rather than grand pianos, which take up large amounts of retail floor space. The industry's most
expensive pianos can retail between $10,000 and $20,000, and often require very high levels of disposable income
to buy. Digital and electric pianos have increased in both functionality and popularity, minimizing the decline of this
segment's portion of industry revenue. Electronic music has grown in popularity among the younger generations
during the period, and many genres of electronic music make extensive use of keyboards to produce sounds. Sales
of organs have also been declining over the past five years. Organs are rarely offered by standard retail stores,
making them very difficult to find.

AUDIO EQUIPMENT, COMPONENTS, PARTS AND ACCESSORIES

Audio equipment, components, parts and accessories make up an
estimated 4.5% of industry revenue in 2021.

This segment, which has grown as a share of revenue over the past five years, includes radios, stereos, tape
recorders and players, CD players and other sound reinforcement and recording equipment. Growth has been due
to the development and inclusion of technology in these products, which has enhanced the quality and popularity of
audio equipment.

SHEET MUSIC AND RELATED ITEMS

Sheet music and related items are expected to account for 2.4% of
industry revenue in 2021.

Educational materials are very frequently purchased in addition to sales of new and used instruments. As a result,
materials such as beginner guidebooks, scales, charts, notebooks and CD companion materials typically
accompany younger and amateur customers' purchases of instruments. This segment has been decreasing as a
share of revenue during the period due to the availability of free instructional resources on the internet. Computer
software and free online tutorials have replaced a large amount of the traditional paper resources commonly
available in retail stores.

OTHER

The industry excludes retailers that exclusively sell records, tapes,
audiobooks and CDs.

However, musical instrument and supplies stores often offer these items as part of their product lines. These goods
account for an estimated 13.6% of industry revenue in 2021. This segment's share of revenue has increased over
the past five years. However, short-term instrument rental has also declined over the past five years and is typically
not offered by major retail chains. Low-cost imports from Asia have been making owning musical instruments more
affordable, decreasing the need to rent.

Demand
Determinants

Purchases in the Canadian Musical Instrument and Supplies Stores
industry are primarily driven by household disposable incomes and
consumer confidence levels.

The price of musical gear relative to other goods also determines industry demand since musical instruments are
often major purchases for amateur musicians with limited budgets. As household income rises, consumers are
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better equipped to purchase a broader range of products, including higher quality or more advanced types of
instruments. Conversely, a decrease in disposable income decreases industry revenue as consumers limit their
discretionary spending.

Consumers' overall perception of the economy also influences purchases of discretionary products, such as
instruments and musical supplies. Household income, business conditions, the rate of unemployment, inflation,
interest rates and government policy all influence consumers' perceptions of the prevailing economy. When
consumer confidence is high, demand for musical instruments and supplies increases, since consumers spend their
money believing that there will be additional room for spending disposable income soon. When confidence is low,
musical instrument and supply store sales decline as consumers limit their spending to protect against unexpected
costs. Consumer confidence is often volatile, but has decreased in recent years. The decrease in consumer
confidence experienced in 2021 alone, is mainly attributed to the novel COVID-19 (coronavirus) pandemic. This
pandemic has placed the global economy at a halt to help mitigate the spread of the virus. Since demand is heavily
determined based on macroeconomic trends, this pandemic is expected to negatively affect industry operators.
Many consumers will likely choose to spend their income with a lot more caution due to the pandemic. This may
mean a decrease in leisure activity purchases, such as musical instruments. Conversely, industry demand may also
be buoyed by the people that aspire to learn a new skill while people spend more of their free time at home instead
of going out to public places. Although this group of people will not likely generate the same amount of revenue
industry operators are used to, the industry is not expected to decline as much as other retail industries.

In addition, the amount of available leisure time also affects demand for musical instruments. Leisure time
determines how often consumers are likely to spend enjoying hobbies, such as learning to play a musical instrument
or participating in a school band or orchestra. Likewise, consumer interest in sports and athletics generally
competes with musicianship for available leisure time. The relative cost, attractiveness and availability of competing
leisure activities will likely determine whether consumers will participate in music activities. Technological advances
in recording equipment, sound reinforcement and other musical electronics can have a positive effect on demand.

Musical instrument lessons are typically introduced to students in late elementary school years. Therefore, the
number of children aged 19 and younger are considered one of the key market segments for industry operators.
This segment of the population can greatly affect industry sales. Introducing children to musical instruments at a
young age leaves them with an appreciation for music and increases the likelihood that they continue to pursue this
interest as they mature.

Major Markets

  Due to the ongoing COVID-19 (coronavirus) pandemic, many major
markets of the Canadian Musical Instrument and Supply Stores industry
will likely experience a decline in demand.

  Specifically, the students and teachers market and other markets are anticipated to reduce their demand of musical
instruments and supplies. These markets will likely decline as a share of industry revenue mainly due to social
distancing orders in place to help mitigate the spread of coronavirus. Since schools are closed, many students will
not be exposed to music classes and will not be able to practise with their already-established musical groups. This
will likely cause a lot of the rental sales from industry operators to decrease due to the closure of schools. Also,
charities, government bodies, nonprofits and religious establishments will not require as much musical equipment
from operators since they are not permitted to hold large public gatherings where the instruments would be used.

However, amateurs, hobbyists and professionals will likely keep this industry afloat since these markets still need to
practise to maintain their specific musical skills. Amateurs and hobbyists may even increase the number of musical
instruments and supplies they purchase since many people are spending more time at home rather than going out
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to public places. Many people have been picking up new hobbies, such as music in their spare time, so the
operators that are able to provide pick-up and delivery services will be buoyed by people bored at home wanting to
pick up a new skill.

AMATEURS AND HOBBYISTS

In 2021, amateur musicians and hobbyists are expected to make up 51.4%
of revenue.

This segment includes children, adults and retirees that play musical instruments in their leisure time rather than as
a profession or form of instruction. The amount of time spent on leisure has remained relatively steady over the past
five years while consumer spending increased. Increases in consumer spending often correlate to heightened
leisure time. Consumers have been able to spend more on discretionary products, such as musical instruments and
sheet music. Existing hobbyists can also devote more resources to music and new musical hobbyists can emerge.
This segment is anticipated to account for a growing share of industry revenue over the five years to 2021.

PROFESSIONAL MUSICIANS AND COMPOSERS

Professional musicians, semiprofessional musicians, composers and
songwriters are expected to account for 27.1% of industry revenue in
2021.

This segment includes bands, singers, professional orchestras and other musicians that purchase the industry's
instruments and supplies for direct use in their profession. Since these musicians often require high-quality products,
this segment is less sensitive to price than other consumers that may not be fully committed to complicated systems,
components and equipment. Over the five years to 2021, this segment has slightly decreased as a share of
revenue.

STUDENTS AND TEACHERS

Students and teachers are expected to account for 15.3% of industry
revenue in 2021.

Consumers in this segment, which includes school bands, teachers and professors, purchase a wide selection of
musical instruments, sheet music and accessories. Many students can learn a musical instrument through school
programs, promoting an ongoing interest in music and musical instruments.

The number of children aged 19 and younger is forecast to increase over the five years to 2021, with children aged
between 10 and 19 comprising the main demographic for this segment. School funding for music programs is often
in jeopardy as educational budget cutbacks typically eliminate music programs that may be perceived as more
readily expendable than subjects within students' core curriculum. With a stable number of students and a
decreased emphasis on musical programs in grade schools, despite the aid of music charities, this segment's share
of industry revenue may decrease over the five years to 2026.

OTHER

Various charities, government bodies, nonprofits and religious
establishments are estimated to account for 6.2% of industry revenue in
2021.

This segment's demand is most strongly catered toward the music groups and bands of churches, mosques,
synagogues, temples and similar establishments. These market segments have remained stable over the five years
to 2021 and are expected to continue to do so over the next five years.
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Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Canadian Musical Instrument and Supplies Stores industry does not directly import or export merchandise.
Rather, operators stock items that have already been received by major wholesalers and manufacturers. Therefore,
all data related to the total values of imports and exports are accounted for in the industry's upstream manufacturing
industries.

However, due to the ongoing COVID-19 (coronavirus) pandemic, industry operators will likely experience a
decrease in supply from upstream manufacturers. Since many facilities have temporarily shut down to help fight the
spread of the coronavirus, fewer instruments and supplies will likely be able to get produced and sold to industry
operators.

Business
Locations

  The distribution of establishments in the Canadian Musical Instrument and Supplies Stores industry closely follows the distribution
of the Canadian population. This is a general characteristic of retail industries since many rely on frequent consumer foot traffic to
thrive. Additionally, since most industry players are small-scale operations, they cater to their immediate local markets. More
residents leads to stronger demand for musical instrument and supplies stores to service expanding residential areas.
Consequently, since Ontario accounts for the largest share of the Canadian population, accounting for 38.8% in 2021, it holds the
largest number of industry establishments, at 41.5% in 2021. Toronto accounts for the most significant share of both population
and industry presence since the city is a hub for both commerce and entertainment.

Quebec also holds a large share of the population and establishments at 22.5% and 16.7%, respectively, in 2021. British
Columbia follows with 13.6% of the population and 16.5% of industry establishments in 2021. These provinces have large
population centres that generate a high level of consumer demand. Prince Edward Island, by contrast, accounts for one of the
smallest shares of the population and industry establishments. In 2021, it is expected to hold 0.4% of the population and 0.5% of
industry locations.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Musical Instrument and Supplies Stores industry in Canada has a low level of market share concentration, with
the top three companies accounting for an estimated 27.0% of industry revenue in 2021. Aside from the largest
player, Long & McQuade Limited, this industry is fragmented due to the large number of independent operators
running traditional, family-owned shops and small businesses. The introduction of mass merchandisers and online
retailers into the sale and delivery of industry products has altered the landscape for musical instrument and
supplies stores, increased the level of price-based competition and affected the viability of smaller operators. The
increase in external competition to this industry has placed additional pressure on an already volatile market, which
has influenced industry concentration levels. Many industry operators have adapted and have been able to survive
in the competitive environment. However, others have been forced into mergers or exited the industry entirely.

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:
Industry operators need to ensure that adequate stock controls are in place to reduce inventory expenses on costly
instruments and supplies.

Ability to educate the wider community:
Successful companies are able to encourage schools and local communities about the fact that music is an
important component of education in youth and is an enriching hobby for adults.

Attractive product presentation:
Stores benefit from providing attractive promotions and displays, which encourage higher sales through impulse
buying.

Experienced work force:
Staff must have a broad knowledge of musical instruments so they can provide detailed answers to customers'
questions. Increasingly, employees must be able to teach music lessons or repair instruments and have excellent
customer service skills.

Production of goods currently favoured by the market:
Supplying musical products that are favoured in the current market will likely lead to increased sales.

Proximity to key markets:
Operators should be located in areas with high retail exposure, such as in a mall or near a large department store, to
maximize exposure to consumers.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 8.8% of revenue in 2021, down from 10.0% in 2016.
Industry profit has struggled to grow in recent years because of
increasing competition from online competitors and big-box retailers.
Both are often better equipped to purchase bulk quantities of
instruments and equipment from the manufacturer and resell them at
lower retail prices. Conversely, musical instrument and supplies stores
have very little wiggle room to sell their most expensive items lower
than the manufacturer's suggested retail price. This has made it
increasingly difficult for small businesses in the industry to survive
through sales alone. Most small stores offer additional services, such
as tutoring, repair services, rentals and education discounts to generate
additional income. A slow-down in businesses operations amid the
shutdowns due to the COVID-19 (coronavirus) pandemic can mainly be
attributed to the drop in profit during 2020.

 

  Wages

Wages are a significant expense for the industry, accounting for 18.5%
of revenue in 2021. As is typical with service industries, the Musical
Instrument and Supplies Stores industry in Canada depends on high
levels of knowledgeable staff to perform essential customer service
functions. Sales associates must be friendly and knowledgeable to
serve consumers and ensure return visits. Wages have increased
slightly from 16.1% of revenue in 2016. The use of human capital is
projected to remain a vital component of the industry's services over
the five years to 2026.
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  Purchases

Purchases account for the largest industry expense and are expected
to comprise 60.0% of revenue in 2021. Over the five years to 2021, this
segment has remained relatively steady as a share of revenue.
However, it is expected to decrease over the next five years due to an
influx of low-cost imports to the market and lowered demand amid the
coronavirus pandemic. Many of the industry's most popular brands
have shifted manufacturing activities to Asia and Mexico to save on
labour costs. Furthermore, many small stores elected to have only a
single display model available in stores for demonstration purposes to
save money on purchasing and inventory costs. When the consumer
wishes to purchase an instrument, it has become far more common for
stores to order from the manufacturer and have the item shipped to the
store or to the customer's home directly.

 

  Marketing

Marketing costs are estimated at 1.0% of revenue in 2021. Marketing
costs have remained relatively stable over the past five years as
industry operators continue to grapple with the threats from external
competitors such as mass merchandisers and online retailers.

 

  Depreciation

Depreciation expenses are low, accounting for 1.3% of revenue in
2021. Depreciation is mainly in cash registers and inventory systems
that fluctuate depending on the size of the operator, the number of
assets and achieved level of economies of scale. This cost has
remained relatively stable over the past five years.

 

  Rent

Rental costs are relatively stable, with occasional increases occurring
due to various contractual changes with commercial real estate
companies or landowners. Stores in high-traffic or affluent areas tend to
experience higher rental costs for their prime location and greater
potential for sales revenue. Rental expenses also include property
taxes and insurance. Rent expenses are expected to account for 3.2%
of industry revenue in 2021.
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  Utilities

The cost of utilities, such as electricity, is expected to account for 0.9%
of industry revenue in 2021.

 

  Other Costs

Other industry expenses include administrative costs, insurance,
warehousing and security. These costs are expected to account for
6.3% of industry revenue in 2021.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  INTERNAL COMPETITION

Competition among operators in the Canadian Musical Instrument and
Supplies Stores industry is mainly based on price, product range, product
quality and customer service.

Key players in the industry have aimed to gain a competitive advantage over other operators by streamlining
inventory management and increasing their store base. Shops are also investing in infrastructure, which is evident in
the increased internet presence of small stores. Price is typically the most important factor, given the sensitivity of
this industry to changes in the final price consumers pay.

Product range and quality are also key competing factors. Operators should ensure that consumers are aware of the
range of merchandise they stock. Additionally, the quality of merchandise offered will likely affect repeat business
and word-of-mouth advertising. Operators can further offer exclusive, customized or well-known brands of
instruments to attract customers, along with live performances or instrument testing areas in their store.
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Customer service is also an important means of attracting and maintaining customer loyalty. To be successful,
operators need to hire staff that has the relevant knowledge of music and instruments to respond to customers'
questions. Musical instrument and supplies stores have also competed on the product promotion and attractive
price. Extra services, such as free instrument tuning, free delivery and interest-free payments, have been used to
attract customers as well.

EXTERNAL COMPETITION

Operators also compete with retailers in other industries, such as online
music sites, online auctions, direct-to-consumer retailing and a growing
number of mass merchants.

Large chain stores, such as Best Buy Co. Inc. and Walmart Inc., can offer products for lower prices due to low-cost
distribution networks and bulk purchasing contracts with suppliers. Revenue generated by these stores is not
considered part of this industry's revenue because these stores do not specialize in the sale of musical instruments
or supplies. The competitors that do business online has been largely supported by the affordability, enhancement
and usability of technology and the internet.

Barriers to
Entry

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

  There are moderate barriers to entry into the Musical
Instrument and Supplies Stores industry in Canada.
These barriers largely relate to capital intensity, product
differentiation and distribution networks. Large start-up
costs are necessary to establish a store, and these costs
usually limit the amount of inventory that smaller entrants
can provide upon initial opening. A significant share of
company revenue may be required to advertise and
generate consumer interest and recognition of a new
store. Thus, high initial establishment costs may deter
potential new entrants to the industry or at least limit the
scope of a new operator's initial entry to the industry.

Limited product differentiation among companies may
also hinder new entrants, as most operators typically
stock similar musical products. This factor can make it
difficult for a new entrant to penetrate the market. Existing
competition from national industry chains, such as Long &
McQuade Limited (Long & McQuade), and big-box
retailers, such as Best Buy Co. Inc., may also create a
barrier for new entrants to this industry. Long & McQuade
has established a reputation as one of the largest online
music retailers in Canada, while many big-box retailers
can simply discount prices on musical instruments and
supplies because of their inherent economies of scale.
Major chains of stores can buy musical instruments in
high quantities from the manufacturer, which reduces the
price the chain pays per unit. These savings are passed
along to the consumer in the form of sale prices, special
discounts and limited promotions. Additionally, existing
and well-established distribution networks among
operators and suppliers may deter potential entrants from
establishing an upstream supply relationship with
importers and manufacturers, which are necessary to
obtain high-quality, low-priced goods.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  Over the five years to 2021, industry globalization in the Canadian Musical Instrument and Supplies Stores industry
is low and is not expected to increase significantly. The industry consists of many small, independent retail stores
that operate locally or regionally. Furthermore, most operators in this industry are Canadian-owned and generate
their sales domestically. However, there are some regional instrument stores that operate on a franchise basis and
sell products that have largely been manufactured abroad. For example, Tom Lee Music is a Hong Kong-based
musical instrument and supplies store with 11 retail locations in Canada. In terms of international trade, globalization
has been influenced by an influx of low-cost products imported from Asian countries, particularly China.
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However, due to the ongoing COVID-19 (coronavirus) pandemic, industry globalization is expected to decrease
temporarily. As many manufacturing facilities and stores have closed down to help fight the spread of coronavirus,
industry operators that import their instruments will likely experience a decrease in supply. The slowdown in the
manufacturing process may temporarily affect the supply chain by restricting the number of instruments and supplies
operators can purchase. Supply chain issues are expected to slowly resolve themselves in late 2021 and 2022.
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Major Companies

Major Players Long & McQuade Limited

Market Share: 21.9%

  Long & McQuade Limited (Long & McQuade) is Canada's largest musical instrument retailer. With 89 locations
across Canada, Long & McQuade has grown from a single store in Toronto in 1956 to become the largest chain of
musical instrument retail stores in the country. The company offers professional instruments; audio products, such
as recording software, subwoofers and power amps; sheet music; and other accessories. Long & McQuade also
provide short- and long-term instrument rentals, electronic and instrument repair services and music lessons for
select instruments.

The company is run by Steve Long, the son of founder Jack Long, who represented half the partnership that formed
the company. The company intends to further expand its market share in Canada with additional retail spaces in
Quebec and Ontario. Long & McQuade prides itself on its knowledgeable staff and superior customer service,
offering advice to those purchasing anything from a low-cost guitar pick to a top-of-the-line guitar. The company also
offers in-house financing, which provides greater flexibility for consumers. In response to growing consumer
preference for online instrument and supplies purchases, Long & McQuade has expanded its online presence and
offers free shipping on qualifying purchases. The company has used its online presence to stay afloat during the
COVID-19 (coronavirus) pandemic by offering curbside delivery and pick up via its website for all orders and rentals.

Financial performance

Long & McQuade is privately owned, and therefore, does not provide the public with company financial data.
IBISWorld estimates that Long & McQuade's industry-relevant revenue will increase at an annualized rate of 2.6% to
$205.6 million over the five years to 2021. The company's industry-relevant operating profit is expected to grow at a
slow rate during the same period as the company contends with supply chain shortages amid the coronavirus
pandemic. Long and McQuade's operating profit, measured as earnings before interest and taxes, is expected to
increase at an annualized rate of 0.1% to $18.2 million over the five years to 2021.
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Long & McQuade Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 180.6 N/C 18.1 N/C
2017 187.3 3.7 20.2 11.6
2018 193.9 3.5 16.9 -16.3
2019 196.6 1.4 16.8 -0.6
2020 189.3 -3.7 11.6 -31.0
2021 205.6 8.6 18.2 56.9

Source: IBISWorld
Note: *Estimates

Other Companies Most players in the Canadian Musical Instrument and Supplies Stores industry are small, private operators. Further,
most industry companies are local, standalone establishments, although a few have expanded the reach of their
original stores to multiple locations.

Cosmo Music

  Market Share: 4.2%
  Cosmo Music opened its doors in 1968 in Downsview, ON. Since then, the company has grown from selling only

guitars to offering a wide range of musical instruments, including brass and woodwinds, as well as music lessons
through the Cosmo School of Music. Cosmo Music also operates a state-of-the-art 5,202 square metre (56,000
square feet) superstore in Richmond Hill, ON. This supercentre also provides service and rental for all types of
musical instruments. Additionally, the company focuses on the consumer experience of interacting with musical
instruments. The family-owned company is expected to generate $39.5 million in industry-relevant revenue in 2021,
commanding 4.2% of the market.

Tom Lee Music Canada

  Market Share: 0.9%
  Tom Lee Music Hong Kong is the largest musical instrument retailer in Hong Kong and operates in the Canadian

Musical Instrument and Supplies Stores industry through Tom Lee Music Canada (Tom Lee). The company's
Canadian segment has been headquartered in Vancouver since 1969 and operates 11 stores, many of which are in
the greater Vancouver area. The company began as a piano retailer via its Steinway Piano Gallery Toronto division
and now offers a full line of musical instruments, as well as equipment, repairs, rentals and lessons. Tom Lee offers
knowledgeable customer service to novices and professionals alike. Tom Lee is expected to generate $8.3 million in
industry-relevant revenue in 2021, with a market share of 0.9%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Musical Instrument and Supplies Stores industry in
Canada has a low level of capital intensity. IBISWorld
estimates that for every $1.00 spent on wages, industry
operators will spend $0.07 in capital investment in 2021.
Similar to the rest of the retail sector, musical instrument
and supplies stores are very service-based and require a
high degree of human labour to fulfil basic day-to-day
operations. The industry's minimal capital investment is
mainly dedicated to computers with point-of-sale (POS)
software for sales transactions, fixtures and fittings. Over
the five years to 2021, capital intensity has remained
relatively constant. There have been no major
advancements in technology and expenditures on fixtures
and fittings, which have remained steady over the past five
years.

Similar to most retail industries, this industry is highly
dependent on labour. Operators incur labour costs through
the provision of customer service, shelve stocking and
controlling inventory. Instrument repair and music lessons
also require manual labour. Therefore, labour costs
account for a significant segment of industry revenue and
are the industry's second-largest expense after purchases.
Additionally, this industry's labour costs are relatively high
as compared with those in the online musical instrument
and supplies stores because they are not required to train
staff, rotate display shelves or manually operate cash
registers.
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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.

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

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.

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

The most relevant disruptive force in the Canadian Musical Instrument and
Supplies Stores industry is pressure from the growing interconnective nature
of the world.

Many of the products sold by operators are costly. While serious musicians are willing to front the costs for quality
instruments, many of the customers are children that are just beginning to play and take lessons. Therefore, many
guardians of the children search for more cost-effective ways to buy the instruments. Traditionally, many industry operators
would sell secondhand instruments or lease equipment. However, smartphone apps and websites have become a common
place for potential customers to buy secondhand instruments directly from the previous owner at a fraction of the price.
These apps, such as Reverb, where people can buy and sell instruments, permit direct contact between the customer and
the seller. Another area of business that is being disrupted is music lessons, which is a prominent earner for many of these
stores. Many people seeking music lessons are now finding these lessons online, either through YouTube for free, or video
courses through websites that connect tutors and students and enable them to video chat for the lessons. Both of these
factors have been a disruptive force in the industry.

The level of technology change is    Medium

  The internet has drastically transformed all retail shopping, and the Musical
Instrument and Supplies Stores industry in Canada is not an exception.

E-commerce has altered the way consumers research musical instruments, compare prices and even learn how to play
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instruments. Most industry shops have their own website where they also sell musical instruments and supplies. However,
while the effects of online shopping have positively influenced the overall sales and playing of musical instruments, the
influence on industry revenue has been mixed, with many consumers buying new and secondhand equipment online.

Higher-quality products offered at lower prices have also been introduced resulting from technological advances in
upstream manufacturing industries. Advances in sound reinforcement systems, recording equipment and musical digital
interface products have accelerated over the five years to 2021. In-home recording studios are now affordable to
consumers, which has positively affected in-store sales.

Additional technological advances include computer-scanning cash registers and automated inventory equipment. The
introduction of these technologies has assisted retailers with more efficient management and distribution chains; inventory
can be kept low while popular products can be easily ordered in peak purchasing periods. Computer-scanning registers
have further made the purchase process faster and efficient for both retailers and consumers.

Further, with losses incurred because of theft, security and loss prevention advancements used by industry retailers include
closed-circuit TV cameras and signature-capture technology, which is used at the point of sale terminal for credit card
transactions. Radio-frequency identification can also be used to reduce theft. The inventory control device can track
products from the time they leave the assembly line to the time they leave the store by releasing continuous signals from a
chip. These chips have been inserted in the product at the manufacturing level and are monitored by a radio frequency
receiver.

Revenue
Volatility

The level of volatility is    Medium

  There is a moderate degree of revenue volatility for the Musical Instrument and
Supplies Stores industry in Canada.

The level of per capita disposable income affects consumer demand for industry products, and fluctuation in disposable
income over the five years to 2021 has caused moderate fluctuations in industry revenue. However, increasing external
competition from mass merchandisers and online retailers has affected revenue fluctuations during the period. The industry
has moderate revenue volatility, although mergers and acquisitions may occasionally disrupt the industry's overall revenue
growth. Once macroeconomic trends stabilize amid the rift waves from COVID-19 (coronavirus) related lockdowns, revenue
volatility can be expected to follow.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

Regulatory standards primarily fall upon the companies that originally
manufacturer goods supplied by the Musical Instrument and Supplies Store
industry in Canada.

However, retailers do need to keep abreast of issues and regulations surrounding the products they sell. Industry operators
are subject to the Canada Consumer Product Safety Act, enforced by Health Canada, which governs hazardous products,
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such as lead in the mouthpieces of musical instruments. Other industry relevant regulations pertaining to the rights of retail
employees are generally covered by each provincial government.

The industry must abide by federal occupational regulations. Canada's Occupational Health and Safety (OHS) regulations
contain standards and guidelines covering structures, electricity, sanitation and sound. The OHS also regulates wage
standards for staff. Furthermore, industry operators must abide by equal wage standards, minimum wage laws and tax
laws. The industry's consumers must also abide by various Air Canada policies pertaining to storing and carrying on
musical instruments on commercial airplanes.

Industry
Assistance

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

The Musical Instrument and Supplies Stores industry in Canada does not
receive any direct assistance from the Canadian government, however the
COVID-19 (coronavirus) pandemic has created governmental relief for
domestic businesses.

The Highly Affected Sectors Credit Arability Program (HASCAP) provides businesses heavily affected by COVID-19, low-
interest loans of $25,000 to $1 million to cover operational cash flows. Tariffs are applicable to goods supplied by this
industry; they have little influence at the retail level. Retail operators purchase goods from importers and manufacturers
after the tariff has been applied; therefore, a change in the tariff rate of a good not only determines where the good is
purchased from but also alters the purchase price. A decline in tariff rates results in falling purchase costs, which may be
passed onto consumers and enable the retailer to remain price competitive.

Industry operators do benefit from the assistance provided by industry trade associations, such as the Music Industries
Association of Canada and the Retail Council of Canada. These organizations promote industry business by providing
professional networks, government lobbying and education for operators to better serve consumer needs.
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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)

Leisure Time
(hours per

day per
capita)

2012 875 236 1,251 1,079 6,242 N/A N/A 155 N/A 5.70
2013 968 267 1,408 1,212 6,502 N/A N/A 160 N/A 5.70
2014 1,004 273 1,386 1,192 6,687 N/A N/A 169 N/A 5.80
2015 1,096 292 1,381 1,186 6,535 N/A N/A 179 N/A 5.80
2016 1,110 305 1,356 1,161 7,052 N/A N/A 179 N/A 5.80
2017 1,085 306 1,293 1,103 6,968 N/A N/A 175 N/A 5.80
2018 1,065 283 1,339 1,139 6,359 N/A N/A 176 N/A 5.70
2019 1,001 270 1,252 1,066 6,321 N/A N/A 171 N/A 5.70
2020 850 225 1,243 1,058 5,721 N/A N/A 162 N/A 5.90
2021 940 269 1,283 1,087 6,103 N/A N/A 174 N/A 5.80
2022 988 281 1,301 1,099 6,292 N/A N/A 180 N/A 5.80
2023 1,010 286 1,306 1,102 6,377 N/A N/A 183 N/A 5.80
2024 1,023 288 1,310 1,104 6,414 N/A N/A 184 N/A 5.70
2025 1,028 288 1,314 1,107 6,425 N/A N/A 185 N/A 5.70
2026 1,033 289 1,315 1,107 6,447 N/A N/A 185 N/A 5.70

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Leisure Time

(%)
2012 -7.71 -9.48 -1.58 -1.29 -12.4 N/A N/A -12.7 N/A -1.73
2013 10.6 13.2 12.5 12.3 4.16 N/A N/A 3.41 N/A 0.00
2014 3.77 2.02 -1.57 -1.66 2.84 N/A N/A 5.30 N/A 1.75
2015 9.12 7.26 -0.37 -0.51 -2.28 N/A N/A 5.80 N/A 0.00
2016 1.29 4.20 -1.82 -2.11 7.91 N/A N/A 0.16 N/A 0.00
2017 -2.24 0.36 -4.65 -5.00 -1.20 N/A N/A -2.02 N/A 0.00
2018 -1.88 -7.59 3.55 3.26 -8.74 N/A N/A 0.51 N/A -1.73
2019 -5.97 -4.39 -6.50 -6.41 -0.60 N/A N/A -2.73 N/A 0.00
2020 -15.1 -16.8 -0.72 -0.76 -9.50 N/A N/A -5.61 N/A 3.50
2021 10.6 19.7 3.21 2.74 6.67 N/A N/A 7.47 N/A -1.70
2022 5.05 4.46 1.40 1.10 3.09 N/A N/A 3.50 N/A 0.00
2023 2.22 1.81 0.38 0.27 1.35 N/A N/A 1.50 N/A 0.00
2024 1.31 0.73 0.30 0.18 0.58 N/A N/A 0.76 N/A -1.73
2025 0.48 0.00 0.30 0.27 0.17 N/A N/A 0.21 N/A 0.00
2026 0.48 0.10 0.07 0.00 0.34 N/A N/A 0.37 N/A 0.00

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 27.0 N/A N/A 140 17.7 4.99 24,832
2013 27.6 N/A N/A 149 16.6 4.62 24,654
2014 27.1 N/A N/A 150 16.8 4.82 25,243
2015 26.7 N/A N/A 168 16.3 4.73 27,330
2016 27.4 N/A N/A 157 16.1 5.20 25,369
2017 28.2 N/A N/A 156 16.2 5.39 25,158
2018 26.5 N/A N/A 167 16.5 4.75 27,709
2019 27.0 N/A N/A 158 17.1 5.05 27,116
2020 26.4 N/A N/A 149 19.0 4.60 28,282
2021 28.6 N/A N/A 154 18.5 4.76 28,494
2022 28.4 N/A N/A 157 18.2 4.84 28,608
2023 28.3 N/A N/A 158 18.1 4.88 28,650
2024 28.2 N/A N/A 160 18.0 4.90 28,703
2025 28.0 N/A N/A 160 17.9 4.89 28,716
2026 27.9 N/A N/A 160 17.9 4.90 28,727

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

The Coalition for Music Education
http://www.musicmakesus.ca

National Association of Music Merchants
http://www.namm.org

Canadian Music Trade Magazine
http://www.canadianmusictrade.com

SOCAN
http://www.socan.ca

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

Industry Jargon E-COMMERCE
The buying and selling of products or services over the internet.

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.

SHEET MUSIC
A musical composition in printed or written form, which is normally in the form of unbound leaves.

SOUND REINFORCEMENT SYSTEM
An electronic means for augmenting sound output of a speaker, singer or musical instrument, using equipment such
as microphones, amplifiers and loudspeakers.

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.
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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.



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

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

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

Copyright 2021 IBISWorld Inc.
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