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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 Book Stores industry in Canada is expected to decrease in 2021 due to the ongoing COVID-19
(coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· Some of the industry's demand determinants are projected to change in 2021 due to the pandemic. For more
detail, please see the Demand Determinants chapter.

· Industry profit is projected to decrease in 2021 due to the industry's more difficult operating conditions in light of the
coronavirus outbreak. For more detail, please see the Cost Structure Benchmarks 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 retail a broad range of book and newspaper merchandise, including trade books, textbooks,

magazines, mass market paperbacks and religious books. These goods are purchased from domestic, and in some
cases international, manufacturers and wholesalers. Operators then retail these goods through their stores to the
general public. This industry excludes retailers that operate primarily as used merchandise stores or electronic
shopping and mail-order houses.

Major Players Indigo Books & Music Inc.

Main Activities The primary activities of this industry are:

Retailing new books, including e-books

Retailing magazines and other periodicals

Retailing newspapers

Retailing other related products

The major products and services in this industry are:

Trade books

Mass market paperback

Textbooks

Other books

Magazines and newspapers

Office supplies

Stationery products

All other
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Supply Chain

SIMILAR INDUSTRIES

Used Goods Stores in Canada Direct Selling Companies in
Canada

E-Commerce & Online Auctions in
Canada

Mail Order in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Book Stores in the US Newsagents and Book Retailers
in Australia

Bookstores in China Book Retailers in the UK

Newspaper and Book Retailing in
New Zealand
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Industry at a Glance
Key Statistics

$1.9bn
Revenue

Annual Growth

2016–2021

-6.2%

Annual Growth

2021–2026

-2.7%

Annual Growth

2016–2026

 

$104.1m
Profit

Annual Growth

2016–2021

-8.1%

  Annual Growth

2016–2021

 

5.6%
Profit Margin

Annual Growth

2016–2021

-0.6pp

  Annual Growth

2016–2021

 

1,156
Businesses

Annual Growth

2016–2021

-2.9%

Annual Growth

2021–2026

-2.8%

Annual Growth

2016–2026

 

12,978
Employment

Annual Growth

2016–2021

-2.4%

Annual Growth

2021–2026

-2.6%

Annual Growth

2016–2026

 

$295.5m
Wages

Annual Growth

2016–2021

-4.4%

Annual Growth

2021–2026

-2.6%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

20.6%
Demand from e-commerce and
online auctions

1.8%
Per capita disposable income

3.8%
Number of fixed broadband
connections

0.3%
Leisure time

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady   Technology Change

Low

  Industry Globalization
Low / Steady

MIXED IMPACT

  Revenue Volatility
Medium   Barriers to Entry

Medium / Steady

NEGATIVE IMPACT

  Life Cycle
Decline   Industry Assistance

Low / Steady

  Competition
High / Steady

 

Key Trends

 Household expenditure on e-readers has fallen in more
recent years

 Many book sellers have begun providing coffee shops to
help lure consumers to stores

 The industry has consolidated, with unsuccessful stores
closing due to falling demand

 Consumers may not choose to spend extra income on
industry products

 External competition is expected to remain high in this
industry

 Companies are expected to continue to consolidate or close
down

 Increased online book sales has prompted consolidation
within the industry
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Decline Life Cycle Stage

  Low Profit vs. Sector Average

  Low Revenue per Employee

   

OPPORTUNITIES

  Demand from e-commerce and online auctions

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Turning a page: Changing consumer shopping preferences will likely lead
to further drops in revenue

The Book Stores industry in Canada has declined over the five years to 2021 amid high levels of external
competition from online retailers and e-books, which offer alternative and more affordable channels through which
consumers are able to purchase industry goods. Particularly threatening to industry revenue, however, has been the
rise of online retailers, which often offer a wider variety of items at competitive prices, in addition to the COVID-19
(coronavirus) pandemic which has negatively affected the retail sector over 2020 and 2021. Revenue is estimated to
fall an annualized 6.2% to $1.9 billion over the five years to 2021, including a 1.9% decrease in revenue in 2021
itself.

Consumers now use the internet to conduct a significant amount of their shopping, and online retailers are thus
capable of providing a wider variety of used and new products at a greater number of price points. As a result, the
percentage of physical and digital books sold through online channels has risen steadily every year since 2014, and
over half of all books purchased domestically are now bought online, with industry revenue growth slowing as a
result. This has prompted consolidation within the industry, as larger chains have divested themselves of their least
profitable locations, while many smaller operators have been forced to exit the market altogether. Heightened online
competition has also limited price markups for many industry operators, which has kept industry profit low.

Over the five years to 2026, the industry is forecast to decline, though at a more marginal rate. Despite rising
disposable income and consumer confidence in the strengthening Canadian economy, changing consumer
shopping preferences and decreasing leisure time for activities such as reading will likely lead to further drops in
revenue. Moreover, technological advancements and mobile applications from external e-commerce competitors are
expected to make online shopping increasingly appealing to the time-wary consumer. In addition, many consumers
are expected to continue to have a limited budget for industry items, many of which are substitutable. For example,
consumers often opt to wait for the paperback version of a given book rather than purchase the more expensive
hardcover, limiting industry revenue. Consequently, over the five years to 2026, revenue is expected to decrease at
an annualized rate of 2.6% to $1.6 billion.
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Industry Performance

Key External
Drivers

Per capita disposable income

During periods of low per capita disposable income, consumers are less likely to spend funds on discretionary
goods, such as books. If a book is a necessity, consumers will search for lower-cost options, such as used books,
which cuts into industry revenue. Per capita disposable income is expected to decrease in 2021.

 

Demand from e-commerce and online auctions

Book retailers are affected by competition from substitute industries providing similar products, with book stores
themselves having become particularly vulnerable to the success of e-commerce and online auction sites. As
consumers purchase more products online, demand for reading material purchased in book stores declines.
Demand from e-commerce and online auctions is expected to grow in 2021, posing a potential threat to the industry.

 

Leisure time

The availability of leisure time determines the amount of time that consumers will spend on hobbies such as reading
books or newspapers. Apart from required reading within the educational sphere, reading is generally considered to
be a leisure activity. Leisure time is expected to decrease in 2021, though the partial and not full reopening of the
Canadian economy consequently represents a potential opportunity for the industry, as more individuals continue to
obey social distancing orders and pursue leisurely activities.

 

Number of fixed broadband connections

The rise in the number of fixed broadband connections has expanded the range of activities consumers can engage
in online, such as reading and purchasing books, newspapers and magazines from the internet. An increase in the
number of fixed broadband connections negatively affects the revenue of industry stores. The number of fixed
broadband connections is expected to increase in 2021.
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Current
Performance

Over the five years to 2021, the Book Stores industry in Canada has
experienced increasingly strong competition from online retailers and e-
books siphoning revenue away from more traditional brick-and-mortar
establishments.

Although books have always endured competition compared with other leisurely activities, technological
advancements in electronic reading devices such as the Kindle alongside the continued growth of e-commerce
behemoths such as Amazon.com Inc. (Amazon) have prompted growing purchases of books and e-books online.
Companies in this industry primarily sell books, newspapers and magazines to consumers, and as a result, this
growing competition from lower-priced online and digital competitors has caused demand for industry products to
steadily decline, especially considering the COVID-19 (coronavirus) pandemic of 2020 and 2021, which has served
to shift many brick-and-mortar services online, which remains outside the scope of this industry. As a result, industry
revenue is estimated to decrease at an annualized rate of 6.2% to $1.9 billion over the five years to 2021, including
an anticipated decline of 1.9% in 2021.

GROWING COMPETITION

Growth in the various channels providing alternative ways to purchase
industry products is the primary source of industry instability, with new
technologies and changing consumer trends having a significant
influence on industry demand.

The largest influence on industry demand by far has been the rise of online retailers, such as Amazon, which are
excluded from this industry, as time-strapped consumers often opt to make purchases online and have the items
delivered directly to their home for convenience's sake. Online retailers also offer a wider variety of books than any
average brick-and-mortar store does, due to often having larger inventories housed in warehouses as opposed to a
physical store location's stock room, which can only fit a finite number of items. Online retailers often augment the
convenience of online shopping by providing free shipping to consumers on certain orders, incentivizing them to
once again shop online in the future. Furthermore, access to used books in various conditions is possible on
websites such as Amazon's, which lists books at every possible price point between one cent to the book's standard
retail listing.

The rise of online retailers has been facilitated in large part by the significantly lower overhead costs involved in e-
commerce when compared with brick-and-mortar stores. In addition to the high rental costs associated with high-
traffic retail space, physical stores must hire sales associates to assist with product selection, stock display shelves
and check out items. Comparatively, online companies are able to maintain a digital storefront at a minimal cost and
can consequently sell products at a lower price. Such conditions have limited demand for the physical book stores
that comprise this industry, with many unable to compete with online retail outlets. Further complicating matters for
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retailers, major supercentres such as Walmart Inc. also sell books at discounted rates, enabling consumers to
conveniently purchase books at lower prices while shopping for other goods.

Another prominent source of competition for the industry comes in the form of electronic books, or e-books, which
are compact and lightweight alternatives to physical books. E-readers and other digital reading apps also have
significant storage capabilities, with the Kobo, Canadians' preferred e-reader, capable of storing up to 30,000 books
and other electronic documents. Notably, household expenditure on e-readers has fallen in more recent years.
However this is due to the rise of various apps that have made it possible for consumers to purchase e-books on
mobile phones and tablets. This in turn mitigates the need to purchase e-readers, which can themselves be
expensive. An example of one such app is Apple Inc.'s iBooks app, which supports a variety of different file formats
including PDF and EPUB.

EVOLVING NATURE OF INDUSTRY ESTABLISHMENTS

Given the continuing decline in the overall proportion of Canadian books
sold in physical locations, book stores have pursued several methods to
continue attracting customers.

Many book sellers have begun providing coffee shops in addition to comfortable chairs and couches in their shops,
hoping that coffee and other refreshments will help lure consumers to stores. With a more comfortable setting
available, the hope is that these individuals will stay and browse through the bookshelves in a relaxing and inviting
atmosphere. In addition, bookstores have been keen on adding events with popular book authors in addition to
holding events for children or starting themed book clubs. To help drive sales, rewards programs offering additional
discounts on products and priority seating for author events are other methods of attracting repeat customers.

To highlight this trend, major industry player Indigo Books & Music Inc. (Indigo) is shifting its brand from a book store
to a cultural department store. While books will remain the primary product, the company has expanded its variety of
other merchandise, such as toys, electronic games and paper products, with the goal of becoming the premier year-
round gifting destination in Canada, with other establishments choosing to do the same. This, however, has proved
unsuccessful in expanding industry profitability, which has decreased overall over the five years to 2021.

MERGERS AND CLOSINGS

As a result of persistent pressure from competitors and relatively low
industry profitability, the industry has consolidated, with unsuccessful
stores closing due to falling demand.

Further, individual companies are able to increase efficiency and create synergies while reducing expenses by
maintaining fewer store locations. Indigo's revenue has exemplified this trend, growing nearly every year during the
reporting period despite a decline in the number of its total stores, including the closure of its flagship stores in
Toronto and downtown Vancouver in 2015. In total, over the five years to 2021, the number of industry
establishments is expected to decline at an annualized rate of 2.7% to 1,439 locations. To complement this decline
in establishments, and due to wider economic difficulties more recently in light of the coronavirus pandemic, industry
employment is also forecast to decline over the five years to 2021, at an annualized rate of 2.4% to an anticipated
12,978 workers.
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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
($m)

2012 2,145 413 1,782 1,474 12,544 N/A N/A 300 N/A 28,883
2013 2,000 404 1,933 1,591 11,285 N/A N/A 266 N/A 29,369
2014 2,209 455 1,777 1,453 14,218 N/A N/A 319 N/A 29,466
2015 2,495 517 1,693 1,376 13,922 N/A N/A 363 N/A 30,804
2016 2,567 557 1,651 1,336 14,624 N/A N/A 371 N/A 30,332
2017 2,636 589 1,622 1,306 15,973 N/A N/A 374 N/A 30,675
2018 2,564 494 1,618 1,301 15,307 N/A N/A 356 N/A 30,647
2019 2,247 489 1,538 1,236 14,522 N/A N/A 336 N/A 30,852
2020 1,896 400 1,483 1,193 13,134 N/A N/A 299 N/A 33,275
2021 1,860 419 1,439 1,156 12,978 N/A N/A 296 N/A 32,048
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Industry Outlook
Outlook The Book Stores industry in Canada is expected to decline further over

the five years to 2026, as growing external competition from online outlets
and department stores alongside demand from digital books diverts
consumers away from the industry and its products.

However, the total potential decline of the industry will be offset slightly compared with the current period by the
recovery of the Canadian economy following the eventual conclusion of the COVID-19 (coronavirus) pandemic,
enabling those that read physical books to spend more on industry goods due to being able to spend money on
nonessential items amid rising consumer spending during the outlook period. Nonetheless, IBISWorld projects that
industry revenue will decline at an annualized rate of 2.6% to $1.6 billion over the five years to 2026.

CONSUMER CONDITIONS AND DEMAND

Economic conditions for consumers are expected to be positive over the
five years to 2026.

During this period, consumers are expected to benefit from an annualized 0.6% increase in per capita disposable
income, and total retail sales are forecast to grow at an annualized rate of 2.2%. However, leisure time is forecast to
decrease slightly, but remain relatively stable by comparison, and as a result, books will continue to compete with a
variety of other forms of entertainment such as time spent on family, watching TV and playing games and other
sports. With social media here for the long haul, settling in with a good book has become more of a trade-off with
social interactions. As a result, given the wide variety of different options regarding how one may spend their leisure
time, consumers may not choose to spend this extra income on industry products.

COMPETITION, TECHNOLOGY AND CHANGING DEMAND

External competition is expected to remain high in this industry, with
continued expansion in demand for online services forecast to have a
significant negative effect on industry revenue.

Demand from e-commerce and online auctions is forecast to grow at an annualized rate of 10.0% over the next five
years, as consumers choose to place purchases online rather than visiting physical stores. Products available online
are oftentimes less expensive, since operators are able to save money by not paying rent on physical store locations
that they are then able to pass on to consumers in the form of lower final product prices, or cost savings. Moreover,
according to the nonprofit organization BookNet Canada, in 2017 (latest data available), the percentage of book
sales made through online channels exceeded 50.0% for the first time since the organization began gathering data.

Newspaper stores, which are also included in this industry, have experienced changing conditions of demand in
recent years, as most newspaper content has migrated to the internet where it can be accessed for free or for a
small subscription fee. With the number of fixed broadband connections across Canada expected to increase at an
annualized rate of 1.5% over the years to 2026, more consumers will likely tap into this marketplace. This will likely
cause demand for newspapers and similar weekly periodicals to continue their decline as a consequence.

Further, the advancement of e-reading technology over the past decade has altered consumer purchasing patterns
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in the Canadian Book Stores industry. Although e-reader sales themselves have largely stagnated, this is due in part
to the rise of apps available on tablets and mobile phones that provide the same access to e-books as e-readers do.
As the number of fixed broadband connections across Canada increases, e-book sales are expected to show
potential for growth as well, albeit at a slower rate.

To remain competitive in the industry, smaller operators are expected to create niche markets. These specialty
stores may include children's book stores, textbook stores and foreign language book stores. Larger chains have
also increased their promotional discounts, such as having deals of the week and rewards cards.

PAPER CUTS

Over the next five years, the overall size of the industry is expected to
continue declining, as companies are expected to continue to consolidate
or close down as retailers find it increasingly difficult to operate in a
saturated and declining market.

This will spur the number of industry establishments to decrease at an annualized rate of 2.8% to a total of 1,248
locations over the five years to 2026. Amid this declining demand, industry profitability is expected to stagnate.
Lastly, with the increasing presence of e-commerce sites, employment of individuals at the industry's physical store
locations is expected to drop as well, curbing hiring within the industry. As a result, employment is forecast to
decline at an annualized rate of 2.6% to 11,348 workers over the next five years.

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  ($m)
2021 1,860 419 1,439 1,156 12,978 N/A N/A 296 N/A 32,048
2022 1,803 407 1,396 1,121 12,634 N/A N/A 287 N/A 32,511
2023 1,749 395 1,356 1,089 12,305 N/A N/A 280 N/A 32,674
2024 1,698 384 1,318 1,059 11,963 N/A N/A 272 N/A 32,771
2025 1,660 375 1,283 1,030 11,645 N/A N/A 265 N/A 32,852
2026 1,626 367 1,248 1,001 11,348 N/A N/A 258 N/A 32,958
2027 1,594 359 1,216 975 11,077 N/A N/A 252 N/A 33,065
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

IVA growth is significantly lower than GDP growth

The industry has a saturated product market

Competitors outside the industry are capturing a growing share of the market

The Book Stores industry in Canada is currently in the decline phase of its economic life cycle, with revenue
threatened due to rising external competition. Industry value added (IVA), which measures an industry's contribution
to the overall economy, is projected to decrease over the 10 years to 2026, falling an annualized 4.1% during the
10-year period. Comparatively, the Canadian economy is expected to grow at an annualized rate of 2.0% during the
same period. IVA growth that is significantly lower than GDP growth, or in the opposite of GDP growth, amid a
growing economy - especially as the Canadian economy recovers from the COVID-19 (coronavirus) pandemic of
2020 and 2021- is highly indicative of an industry in decline. Other indicators that most effectively establish this
industry as declining include a saturated product market alongside increasing external competition in which
competitors outside of the industry are capturing a growing share of the market, in addition to a decline in the
number of industry players.

A saturated market compounds the industry's decline. As most operators offer broad lines of books, including
academic, fiction and leisure, newspapers and magazines, there is high price-based competition within the industry,
which places pressure on profit and growth. A saturated product market makes it difficult for industry operators to
increase sales, especially with intense external competition from e-commerce sites. These e-commerce sites are
steadily capturing a growing share of the market in combination with e-readers, as the recent rise of e-books and e-
reading tablets has enabled consumers to continue reading on a different platform. This has therefore endangered
sales of physical books, which is what the Book Stores industry in Canada encompasses.

Furthermore, retailers are likely to focus on improving existing stores rather than expanding the number of stores in
the industry. As retailers find it increasingly difficult to operate in such climates, unprofitable outlets are likely to
consolidate or close down. Even the largest players are feeling the pinch, with major player Indigo Books & Music
Inc. closing over 10 stores over the five years to 2021. Small independent operators have likewise been forced out
of the industry due to increased competition from online retailers and department stores.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Colleges & Universities in Canada

For-Profit Universities in Canada

Public Schools in Canada

Consumers in Canada

Private Schools in Canada

Key Selling Industries
1st Tier

Printing in Canada

Used Car Dealers in Canada

Printing Services in Canada

Newspaper Publishing in Canada

Magazine & Periodical Publishing in Canada

Book Publishing in Canada

2nd Tier

Paper Mills in Canada

Paperboard Mills in Canada

Products & Services

  TRADE BOOKS

In the Book Stores industry in Canada, trade books are expected to
account for 26.8% of industry revenue in 2021, with this segment
comprising both hardcover and paperback books.

Hardcover books, which are defined as stable or stitch bound books with rigid covers, are considered to be much
more durable and therefore costlier to manufacture and sell. As a result, these costs are passed on to consumers in
the form of a higher final product price. Conversely, paperback books consist of a thick paper cover and pages held
together by binding glue, and for this reason, they are less expensive to manufacture and can thus be sold at a
lower final cost to consumers. Trade book sales are driven by disposable income in conjunction with the price of the
books compared with trade books sold at other outlets. Over the five years to 2021, this segment's share of revenue
has increased slightly, as increasing sales of paperbacks were able to compensate for decreasing hardcover sales.

MASS MARKET PAPERBACK

Mass market paperback books are expected to account for 1.8% of
industry revenue in 2021.

These books are also referred to as MMPBs by the industry's operators and are inexpensively printed for large
audiences. As a byproduct of this less expensive manufacturing process, these books tend to be smaller than the
average-sized book, as the standard size for a MMPB is an estimated 10.2 centimetres wide by 17.8 centimetres tall
(figures converted from inches). The font size for these books is oftentimes smaller than the average book's font size
as well, and the books are printed on lower quality paper compared with the paper that is usually used to print
traditional hardcover and paperback books. Due to their smaller-sized nature, these books are often called pocket
books, as they are designed to fit easily into one's purse or pocket. Despite the lower overall quality of mass market



Book Stores in Canada August 2021

18 IBISWorld.com

paperbacks, this is precisely why many consumers may prefer them, as they are conveniently sized with a price
point to match.

TEXTBOOKS

Textbooks comprise a larger industry segment compared with trade
books, accounting for an expected 27.4% of industry revenue in 2021.

Textbooks are used as a form of instruction in all levels of education. While the number of students has increased
over the past five years, the increasing cost of purchasing textbooks has led price-sensitive students to rent them,
purchase used ones or buy an e-book online. This segment has remained relatively steady as a share of revenue
over the past five years as these alternative options have become more of a staple for cost-conscious students.

OTHER BOOKS

Sales of other types of books account for 6.2% of industry revenue in
2021.

The industry sells a variety of types of books outside the realm of traditional fiction and nonfiction, including
reference materials, professional and scientific works and religious books.

MAGAZINES AND NEWSPAPERS

Magazines and newspapers account for 4.9% of industry revenue in 2021,
and have remained steady as a share of revenue over the five years to
2021.

Business professionals and students are the primary purchasers of newspapers. Although free or lower-cost access
to periodicals on the internet may encroach upon physical magazines and newspapers moving forward, magazines
and newspapers have managed to retain their share of industry product segmentation during the reporting period.

OFFICE SUPPLIES

Office supplies are expected to comprise 1.5% of industry revenue in
2021.

This category includes office paper, including computer printer, copier, fax and typewriter cut sheet paper and other
office-related accessories such as office, school and packaging supplies and office equipment. While office supplies
are mostly sold at office supply stores, book stores often serve as a secondary location through which an individual
may purchase these products.

STATIONERY PRODUCTS

Stationery products are projected to account for 1.7% of industry revenue
in 2021.

In addition to stationery products as a whole, this segment sells greeting cards, calendars, maps and road atlases.
These road atlases in particular are smaller and therefore more portable versions of bigger atlases that are counted
as reference books and listed under the other books segment.

ALL OTHER

This segment accounts for an estimated 29.7% of revenue in 2021 and is
the largest segment comprising the industry's overall product breakdown.

This segment includes everything that is not covered by the categories above but more specifically the electronic
products that are frequently sold at book stores. These include, but are not limited to TVs, DVD and Blu-ray players;
recorders, camcorders and other portable video players; e-book readers, DVDs and Blu-ray discs; audio equipment
and radios; CDs, records, tapes and audio books; and new and used computer hardware, software and supplies,
including computer game software and tablet computers.
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Demand
Determinants

Consumer demand for retail products in the Book Stores industry in
Canada is driven by numerous factors, which include disposable income,
the availability of leisure time, price, available merchandise and access to
technology.

Demand is largely correlated with household income, as households with higher levels of disposable income are
more likely to purchase reading materials at full retail prices because they can afford to spend more on discretionary
items overall. Conversely, households with lower levels of disposable income are less likely to purchase reading
materials unless they are an absolute necessity and will often choose to purchase items used at lower prices when
they do purchase these reading materials. Moreover, demand for books, newspapers and magazines is often
dependent on price. If the price of books and other related materials at a bookstore is too high, consumers will
instead turn to online retailers or used book stores as more preferable places through which they may purchase the
items they desire. Consumers may also visit libraries to borrow these items instead of purchasing them.

The availability of leisure time comprises another determinant of demand, as reading is often a leisure activity that
must compete with other activities such as exercising, playing games and/or sports or spending time with family and
friends. Therefore, greater amounts of leisure time can help to expand consumer demand, although the availability
of a significant number of alternatives to reading means that trends in consumer preferences are also important.

The selection of merchandise available in retail book stores also helps in determining demand. The industry is
positively affected if a published book or series becomes extremely popular. For example, in its fiscal 2017 (year-
end March) annual report, industry major player Indigo Books & Music Inc. highlighted the sizable contribution to its
overall sales because of a single book, Harry Potter and the Cursed Child, which was released in 2016.

Further influencing demand for books, newspapers and magazines is access to the internet and other new
technological devices. With regular access to the internet, consumers are able to purchase books from online
retailers for the same price as or at a lower cost than book stores, all without visiting a physical store location. In
addition, e-readers and digital apps available on tablets and mobile phones provide consumers the opportunity to
purchase e-books instead of physical books, thereby decreasing demand for items sold in book stores.

Major Markets

  LOWEST AND SECOND INCOME QUINTILES

The lowest and second income quintiles are expected to account for
11.7% and 17.5% of revenue for the Canadian Book Stores industry,
respectively.

Consumers in these income quintiles are more likely to borrow books from the library due to their relatively low
disposable incomes. In addition, consumers belonging to these income quintiles are more likely to purchase books
from discount supercentres, such as Walmart Inc., which offer books at lower prices.

THIRD AND FOURTH INCOME QUINTILES

The third and fourth income quintiles are anticipated to comprise 18.7%
and 21.0% of industry revenue, respectively, in 2021.

These consumers benefit from higher levels of per capita disposable income, leading to higher demand for books. In



Book Stores in Canada August 2021

20 IBISWorld.com

tandem with higher disposable income, consumers within the third and fourth income quintiles also spend more on
industry products due to higher rates of literacy. According to the Centre for International Statistics at the Canadian
Council on Social Development, an estimated half of adults with low literacy rates live below the poverty line.

HIGHEST INCOME QUINTILE

Consumers belonging to the highest income quintile are estimated to
account for 31.1% of industry revenue in 2021.

Consumers in this income quintile benefit from high levels of per capita disposable income compared with the rest of
the income quintiles and are consequently able to purchase more price-premium books and collector editions.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Book Stores industry in Canada largely services the domestic market, as book stores stock goods that have
been imported from global markets, or more commonly, purchased from industry-relevant wholesalers. Therefore,
imports and exports are already accounted for in the relevant upstream publishing industries, which includes the
newspaper, periodical and book industries.

Business
Locations

  The distribution of establishments in the Book Stores industry in Canada closely follows that of the Canadian population as a
whole. This is characteristic of most retail industries, as they rely heavily on consumer purchases to make their profit, and
therefore need to be located in proximity to wherever the consumers typically are. Following this, demand for book stores will be
greatest in the most populated provinces, as a greater number of residents leads to stronger demand for book stores. Additionally,
since most industry players are small-scale operators, they tend to cater only to their immediate local markets.

Ontario accounts for the largest share of the Canadian population at 38.8%, and holds the largest amount of industry
establishments at 37.1%, in 2021. Its largest population centre is Toronto, which is a hub for consumer activity and also home to
the headquarters of the industry's sole major player, Indigo Books & Music Inc.
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Quebec also holds a significant number of industry establishments, accounting for 27.2% of the industry's total establishment
count due to the province's 22.6% share of the Canadian population. Additionally, Quebec is the only province, aside from New
Brunswick, which holds only 1.6% of industry establishments, to offer salons du livres. These are publicly funded book festivals
and fairs held for the purpose of marketing literary talent for publishers, authors and readers alike. These salons in particular
augment revenue by providing an additional sales channel for the industry's establishments. British Columbia follows Quebec,
accounting for 13.5% of the population and 16.5% of establishments in 2021. These provinces have large population centres that
generate a high level of consumer demand.

Prince Edward Island and Newfoundland, by contrast, account for some of the smallest shares of industry establishments,
specifically accounting for 0.6% and 0.7% of establishments, respectively, in 2021. These provinces are relatively remote and
lightly populated, making retail activity difficult for industry operators.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Book Stores industry in Canada experiences a low level of market share concentration, with the industry's three
largest operators generating less than 40.0% of industry revenue in 2021. The industry's largest major player, Indigo
Books & Music Inc. (Indigo), has over 200 retail outlets located across Canada. In contrast, the majority of the other
industry players are small, independently owned and functioning companies that operate at only a regional or local
level. As a result, 80.7% of industry operators have fewer than 20 employees, and 35.6% of the industry is
composed of sole proprietors, or nonemployers, running bookstores alone. Consolidation is expected to occur over
the five years to 2026 as competition intensifies among the remaining industry participants amid a shrinking market
overall. To combat the industry's looming threat of decline, operators will likely continue to increase their quality of
customer service and diversify their product range to meet current and forecasted trends in consumer demand.
Furthermore, a growing number of broadband and mobile phone connections across Canada will likely sway more
consumers away from brick-and-mortar stores and toward online retail platforms instead, which will put competitive
pressure on the industry in addition to the industry's prices.

Key Success
Factors

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

Proximity to key markets:
Operators maximize exposure to shoppers by being located in areas with high levels of consumer foot traffic.

Ability to control stock on hand:
Operators need to control stock on hand and ensure top selling products are always available, especially at peak
times of the year, which includes the holiday season and graduation time, to reduce inventory costs and appeal to
consumers.

Attractive product presentation:
Store displays should be inviting, so as to encourage impulse purchases.

Experienced work force:
To provide excellent customer service, operators need to employ staff with relevant knowledge of the products
currently being sold.

Having a loyal customer base:
Operators should encourage customer loyalty through promotional discounts, superior customer service and author
signings.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 5.6% of industry revenue in 2021, down from 6.2% in 2016
as a result of operating difficulties associated with the COVID-19
(coronavirus) pandemic. Moreover, price pressures from online
retailers, used book stores and libraries have continuously constrained
returns over the five years to 2021 overall. Further, the increasing
popularity of alternative news sources and the different news channels
through which consumers may read books, such as e-books, will
increasingly siphon revenue from the industry over the five years to
2026, keeping its average profit margin stagnant. Furthermore, profit
varies among the industry's players, with many operating at a loss amid
declining demand despite the industry's simultaneous general uptick in
profitability.

 

  Wages

Wages account for the second-largest expense in the Canadian Book
Stores industry, accounting for 15.9% of total revenue in 2021. This
customer-facing retail industry relies on labour, with customer service
being a key competitive factor for most operators. Sales associates
must be friendly and knowledgeable to best serve consumers and
ensure return visits. Over the five years to 2021, wages as a share of
revenue have increased as operators have sought to increase value-
added labour services to compete with external competitors.
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  Purchases

Purchases account for the largest industry expense, coming in at
64.3% of industry revenue in 2021. Operators in this industry purchase
items such as books, newspapers and magazines from vendors,
domestic or international, that are then sold to consumers. In addition,
many operators also purchase e-readers for sale in their store, though
sales of these products are minimal.

 

  Marketing

Operators in the Book Stores industry in Canada are increasingly
engaging in marketing initiatives as competition, both internal and
external, increases. Book stores often advertise in newspapers and
magazines. Marketing expenses are estimated to account for 0.9% of
industry revenue in 2021.

 

  Depreciation

Depreciation expenses are low, accounting for 1.0% of industry
revenue in 2021. Depreciation expenses include fixtures, fittings, cash
registers and loss prevention systems.

 

  Rent

Rental costs have decreased over the past five years, although many
flagship stores closing have resulted in higher rental rates and
diminishing demand. Stores in high-traffic areas tend to experience
higher rent costs for their prime location and potential for sales. Rent
costs comprise an estimated 4.7% of industry revenue in 2021.
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  Utilities

Utility costs for industry operators relate mainly to the maintenance
costs associated with running brick-and-mortar book stores, and such
costs may be related to electricity, plumbing or any maintenance repair
that must occur at the physical store property. Utilities are expected to
comprise 0.8% of industry revenue in 2021.

 

  Other Costs

For operators in this industry, a variety of other costs exist, including
administrative expenses, insurance and accounting fees. Altogether,
the miscellaneous costs borne by industry operators are estimated to
account for the remaining 6.8% of industry revenue in 2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Steady

  INTERNAL COMPETITION

Industry operators in the Book Stores industry in Canada primarily
compete on the basis of price, product range, customer service and
technology.

Since there are limited value-added components in the industry, consumers will note the smallest price differential.
Consumers also use available product range as a means of differentiating between various stores, necessitating
industry operators aiming for specific target markets to ensure that their product range attracts the type of consumer
they wish to cater to. Promotional offers serve as an additional leading method of attracting consumers to a
particular store. Promotional deals often include book signings, vouchers and loyalty clubs. Customer service is also
an integral aspect of competition, as consumers prefer to shop in places where they will be served in an attentive yet
efficient manner with knowledgeable staff able to address any questions that may arise throughout their shopping
experience.

Book stores are also adapting to recent changes in technology, with larger operators having the resources to offer e-
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readers to their consumers that prefer books in a digital format. E-books have remained consistently popular over
the last five years, and while e-books are most often sold directly by publishers to consumers on e-readers, retail
stores can accommodate demand for these new products to some extent by selling e-readers themselves and
reaping some gains from this technological development as a result. Industry operators possessing the ability to do
this will likely fare better than industry operators who are unable to accommodate for this change in technology, as
consumers preferring to read in a digital format will most likely be drawn to establishments that offer e-readers and
other e-reader related accessories when they do choose to visit physical store locations.

EXTERNAL COMPETITION

Industry operators are increasingly competing with retailers in other
industries, which include, but are not limited to retailers in the E-
Commerce and Online Auctions industry in Canada (IBISWorld report
45411aCA), the Department Stores industry in Canada (45211CA) and
public libraries.

The overall ease of purchasing books through mass merchandisers, who are able to offer competitive pricing on
industry products in addition to a one-stop shop for a wide variety of other items, has prompted many operators to
offer reduced-price sections somewhere within their store in an attempt to keep up with the increase in competition
stemming from department stores.

Furthermore, competition with online retailers such as Amazon.com Inc. (Amazon) is also persistently intense, as
these sites enable consumers to search, order and purchase books online at all hours of the day or night and
without these consumers having to leave the comfort of their homes to do so. In sum, the internet has become a
more affordable and efficient means for consumers to purchase books and periodicals without having to visit a
physical store. With advancements in technology, companies such as Amazon and Apple Inc. have released
devices such as the Kindle and the iPad, which permit consumers to download e-books in a variety of digital
formats. Moreover, many publishers are digitizing older classics to appeal to consumers who belong to a higher age
demographic and simultaneously wish to use e-readers while also accessing material that is more culturally relevant
to them. With the digitization of older classics, and in combination with the rise in e-readers and the rising number of
available books in digital format writ large, consumers will continue being encouraged to purchase e-books online,
leading to fewer consumers visiting physical book stores and presenting a threat to the industry's ability to keep up
with external competition.

Lastly, libraries serve as another source of external competition for the industry. Consumers are able to borrow
books, magazines and other periodicals at either a single library or a network of libraries for a defined period of time
at no cost, provided the materials are returned within the predetermined time frame in a usable condition. Still, even
those items that are returned late are only charged a small nominal fee. It is worth noting, however, that libraries are
not expected to be a major concern for book store operators, as recent budget cuts have endangered library funding
in many areas. In addition, consumers are not always guaranteed that the title they want will be available when they
want it, as libraries purchase only a limited number of books for the public's use.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  Potential entrants to the Book Stores industry in Canada
will likely experience moderate barriers to entry over the
five years to 2021. With a high level of competition in the
industry, companies must create niche markets or operate
on a large scale to offer low prices and differentiate
themselves from other operators. Moreover, the largest
players have significant numbers of stores, established
brands and customer awareness, which serve to increase
their market concentration and make it more difficult for
smaller operators to enter the industry. Larger companies
also have strong pre-existing distribution networks with
suppliers, posing a potential barrier for new players.

Furthermore, the initial capital costs behind establishing a
new book store are also significant. Prospective industry
entrants must secure enough capital to either purchase or
rent a new store, especially in desirable locations close to
a promising consumer base where property and rent
costs are frequently high as a result. Additionally,
operators are required to have a line of credit for the
purchase of inventory and must be prepared to contend
with depreciation costs inherent to book stores' using
computers and scanners with short life spans for the
purposes of improving efficiency. Since consumers are
purchasing more goods on the Internet overall, book
stores need to combat this by creating and maintaining
websites to remain competitive. Similarly, technological
developments will likely deter entrants from this industry,
including demand for e-books is rising and many
upstream companies are branching out by creating e-
book stores, which incur large research and development
costs at the manufacturing and publishing levels. These
costs are then passed on to retailers, increasing the cost
of their goods. In addition to sales of e-books, the number
of books sold online has also been rising, with many
consumers choosing to purchase new and used books
from online outlets such as Amazon.com Inc.,
consequently putting significant pressure on the industry's
operators.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Decline  

Technology Change Low  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  Industry globalization is low and is not expected to increase significantly over the five years to 2026, as the industry
is comprised of several small, independently owned book stores that operate locally or regionally. The vast majority
of industry operators are also Canadian-owned and only earn their sales domestically as a result.
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Major Companies

Major Players Indigo Books & Music Inc.

Market Share: 34.7%

Brand Names Chapters, World's Biggest Bookstore,
Coles, IndigoSpirit, SmithBooks, The Book Company

  Founded in 1996, Indigo Books & Music Inc. (Indigo) is Canada's largest book retailer. The company's headquarters
is located in Toronto. Indigo retails a wide range of products, including but not limited to print books, newspapers
and magazines, toys and games, electronics, e-readers and e-books. Indigo conducts its business via brick-and-
mortar stores in addition to its e-commerce site. The company operates under three main segments, which include
superstores, small-format stores and online. Of its physical retail presence, Indigo operates 89 superstores under
the names Chapters and Indigo across Canada, in addition to 115 small-format stores under the names Coles,
IndigoSpirit and the Book Company. These stores are primarily located in shopping centres, other retail areas and
airports.

The company has pursued a variety of methods to grow its business over the five years to 2021 despite the
industry's more general decline. However, the company's number of online sales has risen at a faster rate compared
with its brick-and-mortar sales, especially due to the COVID-19 (coronavirus) pandemic of 2020 and 2021, and this
has consequently resulted in Indigo's share of revenue derived from e-commerce sources, which are not industry
relevant, steadily eating into the company's total revenue counts. Notably, in the years leading up to the reporting
period, the company funded Rakuten Kobo Inc. (Kobo), a technology company that developed an e-reader
subsequently sold to Rakuten Inc. for $315.0 million. Indigo has maintained a relationship with Kobo following the
sale, and offers its products to downstream consumers. Kobo then shares some of the revenue that is generated
through these channels with Indigo, providing another avenue through which the company's financial position may
be further augmented in light of industry-wide difficulties.

In addition, the company also aims to facilitate growth by maintaining a strong rewards program, with the free,
points-based program offering consumers incentives in the form of in-store savings. Moreover, Indigo has
emphasized sales of general merchandise as a way of supplementing its offerings of books and book-related
accessories. Nonetheless, Indigo has been constrained by rising levels of online competition and has been forced to
close some of its largest flagship stores in significant urban markets in response, with rising rent costs prompting the
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closure of its Toronto flagship store in May 2014 and its Vancouver flagship store in June 2015, with both closures
occurring prior to the beginning of the current period. In an effort to expand its base of operations and generate
more lucrative sources for its revenue, Indigo officially opened its first US store in November 2018. The store is
located in Short Hills, NJ, and represents the company's first foray into retail markets outside of Canada.

Financial performance

Over five years to fiscal 2021, Indigo's brick-and-mortar revenue is projected to decrease at an annualized rate of
5.8% to an anticipated $645.6 million. Indigo's mission to become Canada's premiere gifting destination has not
served to underscore brick-and-mortar revenue during the five-year period; neither has it provided a boost to
industry-relevant profit, which is projected to comprise a loss of $26.2 million in 2021 itself. While Indigo is investing
in the enhancement of its online e-commerce platform moving forward to cater to the changing purchasing trends of
consumers, e-commerce sales fall outside the scope of this industry, and the growth of that branch has pressured
industry-relevant revenue gains during the period especially as services have shifted to online transactions as a
result of the ongoing pandemic. This is most evident during the latter half of the period in particular as a result, as
significant growth in the online purchases of books in Canada during this time caused Indigo's industry-relevant
revenue to decline.

 
Indigo Books & Music Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 871.8 N/C 25.0 N/C
2017-18 898.5 3.1 25.5 2.4
2018-19 866.7 -3.5 -41.1 -260.7
2019-20 791.2 -8.7 -6.0 -85.3
2020-21 532.1 -32.7 -16.6 176.0
2021-22 645.6 21.3 -26.2 57.2

Source: Annual Report and IBISWorld
Note: *Estimates; **Year-end March

Other Companies Renaud-Bray

  Market Share: 2.3%
  Renaud-Bray is the largest chain of French-language book stores in North America and the second-largest book

store chain in Canada after Indigo Books & Music Inc. The company was founded in Montreal in 1965 and operates
33 locations across Quebec, in addition to a 3,716.0 square metre warehouse for its online operations. In addition to
being one of the pioneers in book store inventory computerization, Renaud-Bray is a leader in providing French-
language culture to consumers, while also providing a comfortable setting for discovery. IBISWorld estimates that
Renaud-Bray will generate $42.6 million in industry-relevant revenue in 2021, constituting a market share of 2.3%.

McNally Robinson Booksellers

  Market Share: 0.2%
  McNally Robinson Booksellers (McNally Robinson) is a family owned and operated independent book store. The

company was founded in Winnipeg, MB, in 1981, and focuses on showcasing Canadian authors and publishers.
McNally Robinson currently operates three locations, which include two in Winnipeg, MB, and one in Saskatoon, SK.
Each location is an estimated 24,000.0 square feet and includes a full-service restaurant in addition to a mezzanine
for the McNally Robinson for Kids book store. The company offers frequent author events and live music on the
weekends, alongside a Reader Reward Card for discounts on purchases. IBISWorld estimates that revenue derived
from the company's industry-relevant operations will reach $3.9 million in 2021, representing a market share of
0.2%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Book 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 $0.06 on
capital investment in 2021. This is because book stores are
relatively labour intensive compared with other retail
industries, with staff necessary for providing customer
service, stocking inventory, stocking the shelving on the
sales floor, setting up visual merchandise displays and
sales processing. While book stores invest in technology to
some extent, the majority of this expenditure tends to be on
internal software or computer scanners that augment
labour tasks or enable the more efficient management of
store inventory. Examples of these types of technologies
include electronic data interchange systems. External
examples of capital expenditure in this industry include
point-of-sale (POS) systems, which simplify labour tasks
and simultaneously minimize the level of human error in
processing inventory and purchases.
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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.

Very Low Rate of Entry Very
Unlikely

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

Low Market
Concentration

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

  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.

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

Overall, operators in the Book Stores industry in Canada are greatly affected
by technological advances in competing industries, namely retailers operating
in the E-Commerce and Online Auctions industry in Canada (IBISWorld report
45411aCA).

Over the past decade, e-commerce websites such as Amazon.com and online auctions websites such as eBay have made
it possible for consumers with a broadband or mobile internet connection to purchase the books and other materials that
are sold by this industry from the comfort of their homes. This has significantly cut into demand for the Canadian Book
Stores industry. Moreover, with several new advancements in technology, companies such as Amazon.com Inc. (Amazon)
and Apple Inc. (Apple) have released devices that are either e-readers or that can be used as e-readers, as in the case of
Amazon's Kindle and Apple's iPad.

Devices such as these enable consumers to store an entire library of books in either the cloud, as these devices are all
capable of connecting to the internet, or the devices themselves, permitting users to carry a multitude of books and
magazines with them on the go in a compact, convenient manner. Furthermore, online e-book stores such as Amazon's
Kindle Unlimited store offer monthly subscription plans to consumers, further enabling them to access thousands of e-book
titles as long as they are subscribed to the service in question. Over the five years to 2026, these forms of external
competition are projected to increase for industry operators, as they must increasingly contend with technological
improvements in these and other competing markets.
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The level of technology change is    Low

  The Book Stores industry in Canada has been characterized by little
significant industry-specific technological change over the five years to 2021,
although operators will use new retail technologies if and when they become
available.

One such example is the rise of computer cash registers that are linked to inventory controls and automated warehouse
equipment; some establishments have adopted the use of these registers for the increased convenience they offer in the
way of successful store operations and management. Scanning and electronic data interchange (EDI) have also increased
operator efficiency.

Perhaps the most significant development over the past decade has been the continued expansion of e-readers and e-
books, although e-readers are slowly losing ground to reading apps on tablets and smartphones. For example, Apple Inc.'s
Books app, also known as iBooks, was released in 2010 and enables consumers to read e-books and a variety of other
supported file types on their Apple devices. Overall, e-books represent one of the primary threats to the Canadian Book
Stores industry, as sales of e-books are not industry-relevant. In addition, almost no industry operators have developed
their own e-reading platform, even though some sell e-readers in their stores to appeal to consumers. In the United States,
Barnes & Noble Inc. developed the NOOK to maintain market share. However, this company does not have a presence in
Canada. According to BookNet Canada, in 2017, e-books accounted for 18.6% of all book purchases (latest data
available), while sales from online channels, including e-books, mobile apps, audio books and online retailers, accounted
for 51.6% of all book sales, up from 48.0% in 2016.

Revenue
Volatility

The level of volatility is    Medium

  The Book Stores industry in Canada exhibits a low to moderate level of
revenue volatility.

Typically, revenue has historically fluctuated in line with trends in consumer spending and per capita disposable income,
which in turn are dependent upon consumer confidence, employment and interest rates. Moreover, demand for the industry
is often tied to the availability of consumer leisure time. The majority of these conditions have either experienced growth
over the five years to 2021 or remained relatively stable, buoying industry revenue growth during the period overall. At the
same time, however, industry revenue performance has been more volatile than usual over the past five years as a result of
the COVID-19 (coronavirus) pandemic, as revenue fell an anticipated 15.6% in 2020. Further, increased competition has
hindered the industry from experiencing more robust growth; this competition stems primarily from e-commerce sites and
discount department stores, and has ultimately driven the industry's operators to lower their prices so as to maintain a
sustainable consumer base. Overall, over the past five years to 2021, industry revenue has fluctuated an average of 6.5%
year-over-year, connoting a medium level of volatility.

Regulation & The level of regulation is    Light and the trend is Steady
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Policy The Book Stores industry in Canada experiences a low level of regulation and
policy, as the majority of regulatory standards fall on the publishers of the
relevant printed material, i.e. books, rather than the retailers themselves.

However, it is nevertheless important for retailers to stay up to date with the issues and regulations surrounding their
various products sold. The Investment Canada Act regulates the distribution and sale of foreign-owned books that do not
benefit the country. Additionally, the Copyright Act of Canada, through its Book Importation Regulations, governs the
sourcing and importation of books. Provincial governments generally cover other relevant regulations.

Due to the fact that the Book Stores industry is a retail industry, many industry operators employ individuals to work in the
physical store locations in which the industry's products are sold. To this effect, the industry must abide by labour-related,
or occupational, regulations. Canada's Occupational Health and Safety (OHS) Regulations contain standards and
guidelines that cover, but are not limited to, electricity, sanitation, sound and structures. Additionally, the OHS regulates
wage standards for retail employees. Industry operators must therefore comply with equal wage standards, minimum wage
laws and tax laws.

Industry
Assistance

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

The Book Stores industry in Canada does not receive any direct assistance
from the Canadian government.

Although tariffs are applicable to the goods supplied by this industry, industry retailers purchase these items from
wholesalers after the relevant tariffs have already been applied. Therefore, a change in the tariff rate of a particular good
not only determines where the good is purchased from, but also alters its purchase price. A decline in tariff rates will usually
correspond to a decline in purchase costs as well; this may subsequently be passed on to consumers in the form of
lowered final prices, permitting retailers to remain price competitive. Furthermore, industry operators do benefit from the
assistance provided by industry trade associations, such as the Canadian Children's Book Centre and the Retail Council of
Canada. These organizations promote industry business by providing professional networks, government lobbying and
educational opportunities for operators to better serve customer 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)

Per capita
disposable

income ($m)
2012 2,145 413 1,782 1,474 12,544 N/A N/A 300 N/A 28,883
2013 2,000 404 1,933 1,591 11,285 N/A N/A 266 N/A 29,369
2014 2,209 455 1,777 1,453 14,218 N/A N/A 319 N/A 29,466
2015 2,495 517 1,693 1,376 13,922 N/A N/A 363 N/A 30,804
2016 2,567 557 1,651 1,336 14,624 N/A N/A 371 N/A 30,332
2017 2,636 589 1,622 1,306 15,973 N/A N/A 374 N/A 30,675
2018 2,564 494 1,618 1,301 15,307 N/A N/A 356 N/A 30,647
2019 2,247 489 1,538 1,236 14,522 N/A N/A 336 N/A 30,852
2020 1,896 400 1,483 1,193 13,134 N/A N/A 299 N/A 33,275
2021 1,860 419 1,439 1,156 12,978 N/A N/A 296 N/A 32,048
2022 1,803 407 1,396 1,121 12,634 N/A N/A 287 N/A 32,511
2023 1,749 395 1,356 1,089 12,305 N/A N/A 280 N/A 32,674
2024 1,698 384 1,318 1,059 11,963 N/A N/A 272 N/A 32,771
2025 1,660 375 1,283 1,030 11,645 N/A N/A 265 N/A 32,852
2026 1,626 367 1,248 1,001 11,348 N/A N/A 258 N/A 32,958

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2012 0.65 -2.25 -4.81 -5.15 -8.22 N/A N/A -5.27 N/A 1.73
2013 -6.78 -2.11 8.47 7.93 -10.0 N/A N/A -11.4 N/A 1.68
2014 10.5 12.6 -8.08 -8.68 26.0 N/A N/A 19.8 N/A 0.33
2015 13.0 13.5 -4.73 -5.30 -2.09 N/A N/A 13.8 N/A 4.53
2016 2.89 7.77 -2.49 -2.91 5.04 N/A N/A 2.20 N/A -1.54
2017 2.70 5.65 -1.76 -2.25 9.22 N/A N/A 0.78 N/A 1.12
2018 -2.76 -16.1 -0.25 -0.39 -4.17 N/A N/A -4.90 N/A -0.10
2019 -12.4 -1.06 -4.95 -5.00 -5.13 N/A N/A -5.63 N/A 0.66
2020 -15.6 -18.1 -3.58 -3.48 -9.56 N/A N/A -10.8 N/A 7.85
2021 -1.91 4.64 -2.97 -3.11 -1.19 N/A N/A -1.31 N/A -3.69
2022 -3.04 -2.85 -2.99 -3.03 -2.66 N/A N/A -2.75 N/A 1.44
2023 -3.00 -2.90 -2.87 -2.86 -2.61 N/A N/A -2.68 N/A 0.50
2024 -2.94 -2.89 -2.81 -2.76 -2.78 N/A N/A -2.83 N/A 0.29
2025 -2.21 -2.35 -2.66 -2.74 -2.66 N/A N/A -2.54 N/A 0.24
2026 -2.06 -2.25 -2.73 -2.82 -2.56 N/A N/A -2.46 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 19.3 N/A N/A 171 14.0 7.04 23,948
2013 20.2 N/A N/A 177 13.3 5.84 23,580
2014 20.6 N/A N/A 155 14.4 8.00 22,429
2015 20.7 N/A N/A 179 14.6 8.22 26,074
2016 21.7 N/A N/A 176 14.5 8.86 25,369
2017 22.3 N/A N/A 165 14.2 9.85 23,408
2018 19.3 N/A N/A 167 13.9 9.46 23,231
2019 21.8 N/A N/A 155 14.9 9.44 23,110
2020 21.1 N/A N/A 144 15.8 8.86 22,796
2021 22.5 N/A N/A 143 15.9 9.02 22,769
2022 22.6 N/A N/A 143 15.9 9.05 22,748
2023 22.6 N/A N/A 142 16.0 9.07 22,731
2024 22.6 N/A N/A 142 16.0 9.08 22,720
2025 22.6 N/A N/A 143 16.0 9.08 22,748
2026 22.5 N/A N/A 143 15.9 9.09 22,771

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Life Literacy Canada
http://www.abclifeliteracy.ca

News Media Canada
http://www.nmc-mic.ca

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

Industry Jargon E-BOOK
An electronic version of a book that can be downloaded to a portable electronic device or a computer.

E-READER
A portable electronic device that enables users to purchase, download and read books and other publications.

ELECTRONIC DATA INTERCHANGE (EDI)
The transmission of electronic documents between businesses from one computer system to another.

POINT-OF-SALE (POS)
A retail point of sale system is usually taken to mean the cash register, which may comprise a computer monitor,
cash drawer, receipt printing machine, barcode scanner and debit/credit card reader.

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.
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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.
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