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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 Department Stores industry in Canada is expected to decrease over the five years to 2022 due to
inceased external competition, despite growth following the COVID-19 (coronavirus) pandemic. For more detail,
please see the Current Performance chapter.

· The coronavirus pandemic is expected to accelerate the shift by consumers of purchasing products online,
harming industry performance. For more detail, please see the Demand Determinants chapter.

· Improved consumer confidence is expected to be a major driver of growth over the five years to 2027. For more
detail, please see the Industry Outlook 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 The industry retails a broad range of general merchandise in one store, such as apparel, jewellery, cosmetics, home

furnishings, general household products, toys, appliances and sporting goods. Discount department stores, which
are also included in the industry, retail similar lines of goods at low prices. Big-box retailers and supercentres that
offer fresh groceries in their stores and warehouse clubs that operate under membership programs, however, are
not included in this industry.

Major Players Canadian Tire

Hudson's Bay Company

Walmart

Main Activities The primary activities of this industry are:

Retailing women's wear

Retailing men's wear

Retailing children's wear

Retailing footwear

Retailing furniture and household appliances

Retailing toys and hobbies

Retailing drugs and cosmetics

The major products and services in this industry are:

Clothing for adults and children

Furniture and household appliances

Toys and hobby items

Drugs and cosmetics

Footwear

Other
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Supply Chain

SIMILAR INDUSTRIES

Clothing & Clothing Accessories
Wholesaling in Canada

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

Children's & Infants' Clothing Stores
in Canada

Family Clothing Stores in Canada Shoe Stores in Canada Warehouse Clubs & Supercentres
in Canada

Used Goods Stores in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Department Stores in Australia Department Stores & Shopping
Malls in China

Department Stores in the UK Department Stores in New Zealand

Department Stores in Ireland      
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Industry at a Glance
Key Statistics

$27.8bn
Revenue

Annual Growth

2017–2022

-0.3%

Annual Growth

2022–2027

2.6%

Annual Growth

2017–2027

 

$1.2bn
Profit

Annual Growth

2017–2022

-5.6%

  Annual Growth

2017–2022

 

4.4%
Profit Margin

Annual Growth

2017–2022

-1.4pp

  Annual Growth

2017–2022

 

11
Businesses

Annual Growth

2017–2022

-4.7%

Annual Growth

2022–2027

0.0%

Annual Growth

2017–2027

 

96,908
Employment

Annual Growth

2017–2022

-2.0%

Annual Growth

2022–2027

1.4%

Annual Growth

2017–2027

 

$2.4bn
Wages

Annual Growth

2017–2022

-1.6%

Annual Growth

2022–2027

1.6%

Annual Growth

2017–2027

Key External Drivers % = 2017–22 Annual Growth

4.0%
World price of crude oil

1.6%
Per capita disposable income

3.4%
Number of fixed broadband
connections

1.2%
Population

 
Industry Structure

POSITIVE IMPACT

  Revenue Volatility
Low   Capital Intensity

Low

MIXED IMPACT

  Concentration
Medium   Regulation & Policy

Medium / Steady

  Technology Change
Medium   Barriers to Entry

Medium / Steady

  Industry Globalization
Medium / Increasing

NEGATIVE IMPACT

  Life Cycle
Decline   Industry Assistance

Low / Steady

  Competition
High / Increasing

 

Key Trends

 The increasing proliferation of e-commerce retailers is
siphoning revenue from the industry

 Company exits are anticipated to reduce the number of
industry establishments

 Operators have lowered their prices, which has lowered
industry profit

 Competition from e-commerce sites is expected to continue
rising

 Consumers are expected to benefit from per capita
disposable income increasing

 Industry employment is expected to grow as high-end
retailers build up their sales staff

 The biggest challenge to the industry in recent years has
been e-commerce retailers
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Volatility

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Decline Life Cycle Stage

  Low Profit vs. Sector Average

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2022-2027)

  Number of fixed broadband connections

   

THREATS

  Very Low Revenue Growth (2005-2022)

  Low Revenue Growth (2017-2022)

  Low Outlier Growth

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Shopping spree: Industry gains may be largely offset by increasing
competition from e-commerce sites

Over the five years to 2022, despite macroeconomic growth during much of the period, the Canadian Department
Stores industry has declined due to increased external competition from supercentres and e-commerce sites.
Department stores sell a wide range of general merchandise, such as apparel, cosmetics, home furnishings,
appliances and toys. Comparatively, supercentres offer similar merchandise, along with groceries. Consumers are
increasingly opting to make purchases at supercentres due to the convenience of a one-stop shop for groceries,
clothing and other merchandise. Consequently, industry revenue is anticipated to decrease an annualized 0.3% to
$27.8 billion over the five years to 2022. This includes an expected increase of 2.1% in 2022 alone as a result of
forecast growth in the Consumer Confidence Index and retail sales.

The industry's brick-and-mortar stores incur higher operational costs compared with online businesses because they
pay for high-traffic retail space and require sales associates. Online companies are increasingly undercutting
department store prices since they save on operational costs. To better compete, operators have lowered prices,
offered increased promotional deals and strengthened their marketing campaigns. While these efforts have helped
retain some customers, profit is projected to decline over the five years to 2022. Moreover, the Warehouse Clubs
and Supercentres industry in Canada (IBISWorld report 45291CA) is also competing against department stores for
consumer dollars. Over the past five years, many operators have converted some of their facilities into supercentres,
which effectively siphons revenue away from the industry. The biggest challenge to the industry in recent years has
been e-commerce retailers, which have become increasingly competitive due to the COVID-19 (coronavirus)
pandemic.

Over the five years to 2027, the industry is forecast to continue contracting. Per capita disposable income and
consumer confidence are expected to increase as the economy grows following the coronavirus pandemic,
providing consumers with more discretionary income for compulsory purchases at department stores. However,
these gains may be largely offset by ever-increasing competition from e-commerce sites, whose technological
advancements and convenience make online shopping more appealing. Overall, industry revenue is expected to
grow an annualized 2.6% to $31.7 billion over the five years to 2027.
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Industry Performance

Key External
Drivers

Per capita disposable income

Department store sales are heavily dependent on per capita disposable income. When disposable income is low,
consumers cut back on spending by delaying purchases or substituting pricey goods with less expensive products.
Trends in spending are influenced by the unemployment rate and general economic growth. Increases in disposable
income are associated with periods of strong economic activity. Per capita disposable income is expected to
decrease in 2022, posing a potential threat to the industry.

 

Number of fixed broadband connections

Department stores regularly compete with external retailers, such as e-commerce sites such as Amazon and online
auctions such as eBay. The number of fixed broadband connections reflects a growing propensity toward using
online services and e-commerce sites. As a growing share of consumers connect to the internet, they are more likely
to purchase products online. The number of fixed broadband connections is expected to rise in 2022.

 

Population

Stores in this industry retail goods for all genders and age groups. Moreover, major players dominate the industry
and new markets are limited. As a result, demand for the industry is heavily reliant on population growth to boost
demand. The Canadian population is anticipated to grow in 2022, representing a potential opportunity for the
industry.

 

World price of crude oil

The Department Stores industry in Canada comprises several multistore operators that transport their products via
distribution centres to their respective locations in the region. As a result, operating costs rise for the industry when
oil prices increase, negatively affecting the industry. The world price of crude oil is anticipated to decrease in 2022.

 



Department Stores in Canada January 2022

11 IBISWorld.com

Current
Performance

The Department Stores industry in Canada operates in two segments,
which include up-market and discount department stores that
nevertheless provide a similar and wide range of merchandise including
apparel, footwear, toys and home goods and appliances.

The industry has performed poorly over the five years to 2022 due to strong competition from external industries,
most significantly the rise of e-commerce sales. In addition, a general trend has been the conversion of many
department stores into supercentres that operate as part of the Warehouse Clubs and Supercentres industry in
Canada (IBISWorld report 45291CA), removing them from this industry. Supercentres sell fresh groceries in addition
to the items traditionally offered by department stores, providing consumers with a convenient one-stop shop for
their everyday needs. As a result of these factors, IBISWorld estimates that industry revenue will decrease an
annualized 0.3% to $27.8 billion over the five years to 2022, despite an increase of 2.1% in 2022 due to improved
consumer confidence.

RISING COMPETITION

The increasing proliferation of e-commerce retailers is encouraging many
time-strapped shoppers to buy low-priced goods online.

E-commerce operators are able to offer competitive prices because they have considerably lower overhead costs.
Department stores are commonly located in high-traffic areas with price-premium rental prices and must employ
knowledgeable staff for each department. Comparatively, e-commerce stores can operate from anywhere and do
not require customer service staff at all hours. Operators also typically pay shipping costs, enabling downstream
consumers to save more money and simultaneously have their order delivered to them, all with the click or tap of an
internet-connected device such as a computer, smartphone or tablet. As a result, demand has been growing for the
E-Commerce and Online Auctions industry in Canada (45411aCA), with its revenue rising considerably over the five
years to 2022.

Furthermore, in response to rising competition, discount store industry players are also increasingly converting their
discount department stores to supercentres. Unlike department stores, supercentres offer a full line of grocery items
and operate as part of the Warehouse Clubs and Supercentres industry in Canada. As a result, such conversions
effectively remove the establishment from the industry and reduce revenue. Supercentres offer a one-stop shop for
most consumer needs and encourage frequent visits because fresh produce is purchased more frequently
compared with other items, such as the clothing and home goods that are sold by the industry's department stores.
Such benefits have encouraged major players such as Walmart Inc. (Walmart) to convert their stores to
supercentres and open additional ones concurrently. Indeed, since the beginning of the period, Walmart has
converted half its discount stores into supercentres.

CHANGING LANDSCAPE
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In addition to the conversions of existing stores into facilities that are not
industry relevant, company exits are anticipated to reduce the number of
industry establishments, which will likely fall at an annualized rate of 3.7%
to 489 locations over the five years to 2022.

Most notably, the exit of Target Canada Co. in 2015 led the number of industry establishments to fall 19.8% that
year. Meanwhile, in June 2017, three years after Sears Holdings Corporation sold its Sears Canada Inc. (Sears
Canada) business for $375.4 million after years of consistent declines, Sears Canada filed for complete bankruptcy.
This was followed by an announcement in October 2017 of its intention to close all of its stores, a process that was
completed in January 2018.

However, while large discount stores have performed poorly over the five years to 2022, other segments of the
industry have fared better. Up-market department stores are increasingly targeting the luxury market in Canada.
Major player Hudson's Bay Company acquired Saks Inc. in November 2013, prior to the beginning of the period and
has since opened two Saks Fifth Avenue stores and 16 Saks OFF 5th stores in Canada. In addition, Nordstrom Inc.,
a major US retailer, opened its first store in Calgary in 2012. In September 2017, the company continued its
expansion with a location at Toronto's Sherway Gardens mall.

DEMAND CONDITIONS AND PROFIT

Despite the changing industry landscape, growth in the domestic
population and per capita disposable income has minimized the decline in
industry revenue.

The Canadian population is expected to grow at an annualized rate of 1.2% over the five years to 2022, while per
capita disposable income is forecast to increase an annualized 1.5% during the same period. This shows that the
market for industry products is increasing in size and also that consumers have a higher level of income to spend on
nonessential products. Ultimately, these factors have helped to reduce the decline in industry revenue caused by
increased external competition.

To this end, industry profit has decreased during the period, primarily due to heightened competition from
supercentres and online retailers, which is expected to be compounded in the case of the latter due to the spread of
coronavirus. Generally, however, e-commerce retailers have low overhead costs compared with the brick-and-
mortar stores that operate in this industry. Therefore, online-based businesses can charge lower prices than industry
department stores and maintain higher profit. To combat competition from these e-tailers, operators have lowered
their prices, which has lowered industry profit. As a result, industry profit, measured as earnings before interest and
taxes, is expected to account for 4.4% of revenue in 2022, down from 5.8% in 2017. Given falling industry
establishment figures and the industry's broader decline, however, operators have turned to layoffs to combat and
maintain these difficult operating conditions, with the number of employees decreasing at an annualized rate of 2.0%
to 96,908 workers over the five years to 2022.
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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
($)

2013 31,690 4,891 624 15.0 136,494 N/A N/A 3,471 N/A 29,342
2014 32,067 4,923 728 17.0 134,841 N/A N/A 3,504 N/A 29,430
2015 31,587 4,855 584 14.0 118,429 N/A N/A 3,031 N/A 30,157
2016 29,261 5,053 587 14.0 110,435 N/A N/A 2,957 N/A 29,673
2017 28,181 4,465 591 14.0 107,004 N/A N/A 2,653 N/A 30,400
2018 27,049 4,296 503 12.0 100,276 N/A N/A 2,498 N/A 30,440
2019 25,914 3,882 504 12.0 96,721 N/A N/A 2,406 N/A 30,628
2020 26,444 3,030 500 12.0 96,327 N/A N/A 2,408 N/A 32,862
2021 27,221 3,976 500 12.0 97,012 N/A N/A 2,436 N/A 33,299
2022 27,789 3,933 489 11.0 96,908 N/A N/A 2,444 N/A 32,696
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Industry Outlook
Outlook IBISWorld expects the Canadian Department Stores industry to grow over

the five years to 2027, as industry operators become more efficient amid
heightened external competition.

Also, improved economic conditions are expected to fuel a sizeable increase in demand for a variety of goods,
which is expected to ultimately benefit the industry. However, smartphone adoption and internet connection are both
on the rise in Canada, with shoppers increasingly purchasing items on the go from retailers such as Amazon.com
Inc., which siphons consumer dollars from this industry. Still, consumer concerns about COVID-19 (coronavirus)
transmission are expected to slowly subside over the coming years and many consumers are expected to take
advantage of fewer social distancing protocols by shopping at industry establishments and other brick-and-mortar
retail locations. Ultimately, strong demand growth and rising consumer excitement regarding returning to stores will
likely spur industry growth over the next five years, despite the continued trend toward shopping online for many
consumers. As a result, revenue is forecast to grow an annualized 2.6% to $31.7 billion over the five years to 2027.

COMPETITION INTENSIFIES

Competition from e-commerce sites is expected to continue rising over
the next five years.

Technological advancements such as mobile wallet apps and the increasing number of mobile internet connections
in Canada will likely make shopping online a preferred method for making purchases. Consumers, bogged down
with their various family, home and work obligations, will likely continue turning to e-commerce to save time. This is
ultimately reflected in the estimated growth in demand for the E-Commerce and Online Auctions industry in Canada
(IBISWorld report 45411aCA).

In addition, the rise of the Warehouse Clubs and Supercentres industry in Canada (45291CA) over the next five
years will likely continue taking revenue from the domestic Department Stores industry, particularly from the discount
department stores industry segment. Supercentres are not included in the domestic Department Stores industry and
are considered part of the Warehouse Clubs and Supercentres industry in Canada. These stores offer similar quality
goods at lower prices, in addition to a one-stop shopping experience that many department stores are unable to
match. In response, declines in industry demand will likely continue to force store closures. IBISWorld estimates that
the number of industry establishments will decrease at an annualized rate of 0.2% to 483 locations over the five
years to 2027. Notably, the continued conversion of Walmart Inc.'s discount stores into Walmart Supercentres will
likely be the primary driver of this loss. These store conversions effectively remove the establishment from the
industry and siphon consumer dollars away from industry operators.

SHOPAHOLICS ON THE RISE

The Canadian population is expected to grow at an annualized rate of
1.0% over the five years to 2027, while the number of adults aged between
20 and 64 is expected to grow during the same period.

This particular segment of the population represents the primary purchasers of the industry's products, with most
marketing campaigns being directed toward this population segment. This age group typically has higher levels of
discretionary funds that can be spent at department stores, specifically up-market stores. Additionally, consumers
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are expected to benefit from per capita disposable income increasing an annualized 0.8% over the five years to
2026 as the economy continues to recover following the coronavirus pandemic. Growth in these two indicators
means that there will likely be a greater number of household shoppers belonging to the industry's target age group
that will also be able to spend more freely.

Furthermore, while the industry is expected to continue contracting with respect to its overall establishment figures,
luxury department stores are expected to increase their presence over the five years to 2027, as growing disposable
income levels will give consumers an increasing ability to purchase premium items. To this end, Saks Fifth Avenue,
purchased by Hudson's Bay Company (HBC) in 2014 prior to the current period, is poised for solid growth, as HBC
leverages its strong existing Canadian presence to expand the US brand across Canada. Industry employment is
therefore expected to grow, as high-end retailers build up their sales staff. IBISWorld estimates that industry
employment will increase at an annualized rate of 1.4% to 103,654 workers over the five years to 2027. Moreover,
industry profit is anticipated to improve over the next five years. The average industry profit margin, measured as
earnings before interest and taxes, is expected to comprise 4.7% of industry revenue in 2027, up from 4.4% in 2022.

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  ($)

2022 27,789 3,933 489 11.0 96,908 N/A N/A 2,444 N/A 32,696
2023 28,612 4,050 486 11.0 98,006 N/A N/A 2,481 N/A 32,758
2024 29,406 4,132 484 11.0 99,197 N/A N/A 2,519 N/A 32,884
2025 30,151 4,237 480 11.0 100,339 N/A N/A 2,555 N/A 33,215
2026 30,898 4,322 482 11.0 101,912 N/A N/A 2,599 N/A 33,602
2027 31,660 4,432 483 11.0 103,654 N/A N/A 2,648 N/A 34,063
2028 32,418 4,529 486 11.0 105,493 N/A N/A 2,698 N/A 34,405
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

IVA is declining as the overall economy grows

The number of department stores will decline over the 10 years to 2027

Consumer demand is declining

The Department Stores industry in Canada is currently in the decline stage of its economic life cycle. Industry value
added (IVA), which measures an industry's contribution to the overall economy, is projected to contract at an
annualized rate of 0.1% over the 10 years to 2027. Comparatively, Canadian GDP is expected to grow an
annualized 1.7% during the same period. IVA growth that is declining compared with the national economy in
aggregate is one of the most salient hallmarks of a declining industry. However, there are other indicators at hand
that also establish the industry as being in its declining life cycle stage. These indicators include a saturated product
market, declining consumer demand and a declining number of industry establishments.

The industry's decline is greatly attributable to discount department stores such as Walmart Inc., which are steadily
upgrading their stores across Canada to include full lines of groceries. This ultimately places these enhanced stores
in the Warehouse Clubs and Supercentres industry in Canada (IBISWorld report 45291CA), making them no longer
relevant to this industry. Increasing external competition from e-commerce sites is also a primary cause of company
consolidation and closure. Consumers are able to purchase the same or comparable products through e-commerce
sites using any convenient mobile and/or fixed broadband internet connection. As a result, the number of industry
establishments is expected to decrease at an annualized rate of 2.0% over the 10 years to 2027, further cementing
the industry's declining status.

Lastly, a saturated market further compounds the industry's decline. As most industry operators offer broad lines of
apparel, appliances and household items, there is a high level of competition within the industry that places pressure
on profit and revenue growth. Additionally, there has been only slight technological advancement in the industry.
The majority of these developments have improved internal processes. However, developments have been
extremely limited with regard to revenue growth.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Key Selling Industries
1st Tier

Clothing & Clothing Accessories Wholesaling in Canada

TV & Appliance Wholesaling in Canada

Furniture & Furnishings Wholesaling in Canada

Jewellery & Watch Wholesaling in Canada

Footwear Wholesaling in Canada

2nd Tier

Ceramics Manufacturing in Canada

Hardware Manufacturing in Canada

Shoe & Footwear Manufacturing in Canada

Major Household Appliance Manufacturing in Canada

Household Furniture Manufacturing in Canada

Jewellery Manufacturing in Canada

Products & Services

  CLOTHING FOR ADULTS AND CHILDREN

In 2022, clothing for adults and children is expected to account for 25.9%
of revenue for the Canadian Department Stores industry, down slightly
from 26.0% in 2017.

Of that segment, women's wear is projected to account for 13.4% of revenue, decreasing as a share of revenue over
the five years to 2022, alongside men's wear, which is projected to account for 8.1% of industry revenue in 2022.
However, the purchase of children's wear has risen as a share of revenue over the past five years and is expected
to account for 4.4% of revenue in 2022.

FURNITURE AND HOUSEHOLD APPLIANCES

The furniture and household appliances segment is expected to account
for 24.4% of industry revenue in 2022, up from 20.4% in 2017.

Sales in this segment include furniture, fittings and small and large appliances. Demand for furniture and appliances
is closely related to the number of new homes in Canada. This segment has grown over the past five years, due
primarily to the country's strong growth in the housing market and per capita disposable income.

DRUGS AND COSMETICS
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Drugs and cosmetics are expected to account for 16.1% of industry
revenue in 2022, down from 19.9% in 2017.

Products in this particular segment include nonprescription drugs; vitamins; cosmetics such as face cream, makeup,
perfumes and cologne; soaps and detergent; and other hygiene items. Product demand for this segment is closely
tied to population trends because many of these goods are considered necessities. Demand for this segment has
decreased in recent years due to rising competition from online retailers and expansion from specialized beauty
product stores such as Sephora.

TOYS AND HOBBY ITEMS

Toys and hobby items are estimated to account for 5.3% of industry
revenue in 2022, down from 6.0% in 2017.

This segment includes children's toys; board, video and computer games; and sporting and craft products. Like
many product segments, this segment has declined as consumers have increasingly purchased these items online.
This segment was bolstered somewhat by increased demand for toys and hobby items in 2020 due to the COVID-19
(coronavirus) pandemic.

FOOTWEAR

Footwear is expected to account for 5.2% of industry revenue in 2022,
down from 5.8% in 2017.

This segment includes shoes for men, women and children, as well as socks and footwear accessories. Footwear
sales typically follow clothing purchase patterns and are projected to have decreased as a share of industry revenue
over the past five years.

OTHER

In addition to retailing apparel, furniture and household appliances, drug
and cosmetic items and toys and hobby items, the industry also retails a
wide range of miscellaneous items that differ from department store to
department store.

Altogether, these miscellaneous items retailed by the industry are expected to account for 23.1% of industry revenue
in 2022, up from 21.9% in 2017.

Demand
Determinants

Downstream demand for the products sold by the Canadian Department
Stores industry is determined by several factors, including per capita
disposable income levels and current trends in fashion, home goods and
toys.

Consumer confidence and the price of industry products relative to other goods also determine industry demand. An
increase in household disposable income enables consumers to spend more freely on discretionary items such as
many of the items that are sold by this industry. Conversely, a decrease in disposable income, as a result of high
unemployment and rising taxes, will likely decrease industry revenue. For example, stimulus payments to
consumers in 2020 in response to the spread of COVID-19 (coronavirus) helped to fuel increased demand for
industry products, despite economic uncertainty.

The purchase of discretionary goods is also determined by consumers' perception of the economy in aggregate.
This includes household finances, business conditions, unemployment, inflation, interest rates, income and
government policy. When confidence is high, demand for department store items increases. When confidence is
low, department store sales reflect a downward trend. Consumer confidence has been notably volatile over the five
years to 2022, ultimately trending upward during the period despite the negative economic conditions brought about
by the emergence and spread of coronavirus.

Brand recognition, changes in fashion trends and seasonal weather conditions affect demand for industry goods as
well. Purchasing patterns are often guided by shoppers' perceptions of certain brands. Therefore, demand for highly
ranked brands is greater among shoppers with higher incomes and more discretionary spending ability.
Furthermore, weather conditions drive demand for coats and boots during colder months and swimsuits and
beachwear during the spring and summer months. Demand also typically trends upward during peak gift-giving
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times, such as the winter holidays. Prices at department stores are typically targeted toward middle-income earners.
However, shoppers that find those prices out of their range may substitute products at big-box stores that target
lower-income consumers.

Major Markets

  LOWEST AND SECOND-LOWEST INCOME QUINTILES

In 2022, the lowest and second-lowest income quintiles are expected to
account for a combined 22.7% of revenue for the Department Stores
industry in Canada, remaining steady as a share of revenue over the five
years to 2022.

Consumers in these income quintiles have limited disposable incomes available to them and consequently purchase
fewer nonessential items from the industry's department stores. Moreover, many operators sell price-premium
products that are outside the budgets of such quintiles. Many shoppers in these cohorts consequently turn to
competing industries that offer similar goods at lower prices, such as the Warehouse Clubs and Supercentres
industry in Canada (IBISWorld report 45291CA).

THIRD-LOWEST INCOME QUINTILE

In 2022, the third-lowest income quintile is anticipated to account for
17.9% of industry revenue, down from 18.3% in 2017.

Consumers belonging to this income quintile benefit from higher levels of per capita disposable income, therefore
leading to stronger demand for the industry's products. Furthermore, many shoppers in these consumer cohorts are
aspirational shoppers and are more likely to splurge on the small luxury goods that are sold at department stores.
Over the five years to 2022, the third-lowest income quintile has decreased as a share of industry revenue as
consumers in this segment has increasingly visited supercentres and purchased items online.

FOURTH-LOWEST INCOME QUINTILE

In 2022, the fourth-lowest income quintile is estimated to account for
26.8% of industry revenue, up from 22.1% in 2017.

Similar to the third-lowest income quintile, fourth-lowest income quintile consumers benefit from higher disposable
income, resulting in increased demand for the products retailed by industry operators. However, shoppers in the
fourth-lowest income quintile are more likely to be aspirational shoppers compared with the third-lowest income
quintile. In other words, consumers belonging to this segment are even more likely than third-lowest quintile
consumers to splurge on small luxury goods. Over the five years to 2022, the fourth-lowest income quintile has
increased as a share of industry revenue. Rising levels of disposable income during the period have enabled
shoppers in this category to spend more liberally at industry establishments.

HIGHEST INCOME QUINTILE

Consumers in the highest income quintile are estimated to account for
32.6% of industry revenue in 2022, down from 36.9% in 2017.
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Consumers belonging to this income quintile benefit from high per capita disposable income levels and are
consequently able to purchase more price-premium cosmetics and clothing. This segment is expected to decline as
a share of industry revenue over the five years to 2022, due to increased shopping online and at specialty stores.
This segment has been the most insulated from negative economic effects due to the COVID-19 (coronavirus)
pandemic on disposable income, despite declining as a share of revenue during the period.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Although some of the products that are sold by operators in the Department Stores industry in Canada are imported,
the international trade of these items is already accounted for at the upstream manufacturing level. For information
on trade figures for many of the products sold by the industry's retailers, please refer to the respective manufacturing
reports. These reports include the Shoe and Footwear Manufacturing industry in Canada (IBISWorld report
31621CA), the Men's and Boys' Apparel Manufacturing industry in Canada (31522CA), the Women's and Girls'
Apparel Manufacturing industry in Canada (31524CA), the Ceramics Manufacturing industry in Canada (32711CA),
the Major Household Appliance Manufacturing industry in Canada (33522CA) and the Household Furniture
Manufacturing industry in Canada (33712CA).

Business
Locations

  The distribution of establishments in the Canadian Department Stores industry closely follows that of the overall Canadian
population. This typically tends to be the case with retail industries because they rely heavily on consumer purchases.
Consequently, since Ontario accounts for the largest share of the population, home to 38.8% of Canadians, it holds the largest
share of industry establishments as well, at 37.4% in 2022. Toronto accounts for the most significant share of both population and
industry locations. Being on the Great Lakes gives the province an established transportation network with easy access to imports
from the United States. Quebec also holds a large share of the population and industry' establishments, at 22.5% and 17.8%,
respectively, in 2022. The province has access to key waterways that make transporting goods easier and less costly.

British Columbia and Alberta account for similar portions of population and revenue. In 2022, British Columbia accounts for an
estimated 13.7% of the population and 13.0% of establishments, while Alberta accounts for 11.6% of the population and 15.2% of
establishments. Alberta's disproportionate share of industry revenue can primarily be attributed to the province's average income,
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which is known to be significantly higher than the national average.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

Market share concentration with respect to the Department Stores industry in Canada is moderate, with the four
largest companies in the industry generating 45.6% of industry revenue in 2022. There are very few department
store enterprises in Canada, with only an estimated 11 companies operating in the industry in 2022. Over the five
years to 2022, the industry's level of market share concentration has decreased, due to the trend of major discount
retailers, such as Walmart Inc., converting some of their department stores into supercentres, which effectively
removes them from the industry. However, both Nordstrom Inc. and Canadian Tire Corporation Limited have
expanded their store counts over the past five years.

Key Success
Factors

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

Ability to control stock on hand:
Effective and efficient control of stock increases product turnover and prevents excess inventory build-up, especially
of trendy and seasonal items.

Attractive product presentation:
A logical store layout improves the shopping experience for consumers. Having appealing product displays can
encourage product purchases and strengthen the company's image.

Establishment of brand names:
Many consumers make purchases guided by the status of brands. Department stores that establish brand
recognition, by carrying well-known brands, will entice consumer attention and encourage the purchase of goods.

Ability to expand and curtail operations rapidly in line with market demand:
Department stores need to be able to expand operations during peak periods to meet increased demand (e.g. back-
to-school and winter holidays) and curtail operations during weaker market conditions (e.g. economic slowdown).

Experienced work force:
Department store staff should be friendly, helpful and knowledgeable to ensure quality customer service.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 4.4% of industry revenue in 2022, down from 5.8% in 2017.
Overall, heightened competition from online retailers has
simultaneously exacerbated external price-based competition for
operators, as online businesses have lower overhead costs compared
with brick-and-mortar industry stores, and therefore, are able to charge
lower prices while retaining profit. As operators have reduced their
prices to combat competition from these e-tailers, profit has fallen over
the five years to 2022.

 

  Wages

Wages are expected to account for the second-largest expense for this
industry, estimated at 8.8% of revenue in 2022, down from 9.4% in
2017. Customer service is a key competitive factor for most operators
due to the industry's customer-facing retail operations. Sales
associates must be friendly and knowledgeable to best serve shoppers
and ensure return visits. Wages have decreased as a share of revenue
as the number of establishments has decreased, lowering the need for
employees.
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  Purchases

Similar to other retail industries, purchases make up the largest
expense for the industry, accounting for 75.1% of revenue in 2022,
down slightly from 75.3% in 2017. Purchase costs have decreased as a
share of revenue over the past five years, as operators have attempted
to reduce costs to compete with supercentres and online retailers.
Overall, industry purchases generally include apparel, furniture,
appliances, hardware, jewellery, toys and all other items sold at
industry establishments.

 

  Marketing

Marketing costs are estimated to account for 0.3% of industry revenue
in 2022, up slightly from 0.2% in 2017.

 

  Depreciation

Depreciation expenses are low, accounting for 0.9% of industry
revenue in 2022, up from 0.6% in 2017. The industry's depreciable
assets primarily include fixtures, fittings, cash registers and loss
prevention systems. Technology has become more advanced and
operators have worked hard to boost in-store shopping experiences for
customers by investing in technology.

 

  Rent

Rent costs are estimated to account for 3.5% of industry revenue in
2022, down from 3.7% in 2017. Department stores are typically located
in high-traffic, price-premium areas. Therefore, rent accounts for a
substantial share of industry revenue.
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  Utilities

Utilities are estimated to account for 1.2% of industry revenue in 2022
and have remained stable over the five years to 2022.

 

  Other Costs

All other costs, including legal and insurance costs, are estimated to
account for 5.6% of revenue in 2022, up from 3.7% in 2017.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

The Department Stores industry in Canada is segmented into two distinct
operating types, which are up-market department stores and their
discount variety counterparts.

Despite this segmentation, both types experience similar internal competition based on price, promotional offers,
product range and quality, customer service and location.

Price is the most influential basis of competition within this industry, as downstream consumers are generally price
conscious and will therefore comparison shop to find what they consider to be a bargain. The range and quality of
products offered by the industry's operators will also influence where consumers shop. If industry players operate in
the up-market segment of the industry, then they should ensure that their product range and quality are comparable
with other players in this segment.

Industry operators need to offer customers a range of high-quality products to remain competitive. Retailing well-
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recognized brands is important in this industry, where strong brand names help define consumer preferences and
choices. Additionally, customer service and store location are important to industry operators. Customers will return
to stores that provide professional and friendly service. Shoppers will also frequent a store located close to them.

EXTERNAL COMPETITION

Department stores experience external competition on the part of
specialty apparel and footwear retailers, supercentres and warehouse
clubs, hardware stores, furniture stores, home furnishing stores,
electronics and appliance stores, pharmacies and drug stores, cosmetics
and beauty outlets and online operations.

Online retailers are the strongest source of competition for operators, however, appealing to many time-strapped,
budget-conscious consumers for both their convenience and price points. Online retailers provide a platform for
price comparison among retailers and often give promotional offers and free shipping to customers. Operators of
department stores have responded by introducing new product ranges along with revamping promotional and
advertising initiatives.

Barriers to
Entry

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

  Substantial funding

A large amount of capital is required for any company
wanting to enter the Department Stores industry in
Canada. This industry includes behemoths such as
Canadian Tire Corporation Limited and Walmart Inc. that
can negotiate favourable supply contracts with buyers.
With so many companies with large economies of scale
already operating in the industry, potential entrants must
have access to substantial funding before establishing
operations. Furthermore, department stores are typically
located in high traffic areas where rent costs are high,
which requires that industry entrants be able to find and
afford highly visible and accessible storefronts. Purchase
and wage costs are also high for this industry, as
operators are responsible for stocking a large amount of
shelf space with a vast array of merchandise and hiring
helpful and knowledgeable employees to assist
customers.

Distribution networks and licences

The distribution networks between existing department
stores and suppliers may be viewed as a barrier to entry
for potential operators. Existing operators benefit from the
relationships they have established with suppliers over
time, which make it difficult for new entrants that are
seeking to set up a supply chain. New department stores
should also ensure that they obtain relevant business
trading licences before operating. In most cases, this is
not a formidable barrier to entry.

Reputation

Reputation is important within the industry. Therefore, it
can be difficult for new entrants to attract customers if
they are not already known and established within the
market. Nordstrom Inc., for example, has achieved high
levels of consumer popularity through its world-renowned
customer service policy. Furthermore, without the
reputation of having knowledgeable employees or
superior customer service, new entrants may struggle to
attract a customer base, especially when competing with
well-established enterprises.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Decline  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  
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Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  Globalization within the Department Stores industry in Canada is moderate and rising. Generally, many of the
industry's major players are headquartered outside of Canada. For example, industry major player Walmart Inc. has
its international headquarters in the United States. IBISWorld expects that internationally based department stores
will likely continue to expand into Canada over the five years to 2027. For instance, Nordstrom Inc., which is based
in the United States, has opened multiple stores since establishing its first Canadian retail space in 2014.
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Major Companies

Major Players Canadian Tire Corporation Limited

Market Share: 24.5%

  Founded in 1922, Canadian Tire Corporation Limited (CTC) runs several operations across Canada, including
Canadian Tire retail stores; Canadian Tire Financial Services; Canadian Tire REIT; PartSource; Gas+; FGL Sports,
including Sport Chek, Hockey Experts, Sports Experts, National Sports, Intersport, Pro Hockey Life and
Atmosphere; and Mark's. The company also operates a nationally registered charity called the Canadian Tire
Jumpstart for youth to participate in sports and physical activities. CTC currently operates more than 1,500 stores
across Canada, about 500 of which are operated under the Canadian Tire department store chain. CTC's total
company revenue, across all brands and operating segments, reached $13.6 billion in 2020, according to the
company's 2020 annual report (latest data available).

CTC operates as part of the Department Stores industry in Canada through its retail segment under its Canadian
Tire brand stores. Canadian Tire store types include smart, updated and expanded traditional and small market
stores. In recent years, the company has set the goal of 3.0% annual growth for the entire business. To facilitate this
growth, its Canadian Tire stores have focused on expanding their portfolio of national and private brands. To
accomplish this, in 2016, the company launched its Canadian Tire consumer brands division. In addition, CTC has
made notable efforts to expand its digital presence. For instance, in 2016, the company re-issued its WOW guides,
following which e-commerce transactions doubled. However, these sales are not industry relevant.

Financial performance

CTC's industry-relevant revenue is anticipated to increase at an annualized rate of 4.5% to $6.8 billion over the five
years to 2022. The company has benefited from improving economic conditions over most of the past five years and
has continued to expand its retail presence, thus bolstering its industry-relevant revenue and increasing its market
share concurrently. Moreover, its smart store concept has expanded and requires lower capital costs, thereby aiding
company returns in recent years. However, while Canadian Tire's growing percentage of digital sales has bolstered
its bottom line, it has come at the expense of traditional retail stores, eating into industry-relevant revenue and
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counteracting the potential for more robust growth. IBISWorld estimates that CTC's industry-relevant operating
profit, measured as earnings before interest and taxes, will decrease an annualized 1.0% to $301.5 million over the
five years to 2022 despite the company's focus on higher-value private brand goods. Due to the company's
diversified nature, CTC has been able to weather the COVID-19 (coronavirus) pandemic with minimal losses.

 
Canadian Tire Corporation Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 5,461.2 N/C 316.7 N/C
2018 5,516.4 1.0 297.9 -5.9
2019 5,629.3 2.0 281.5 -5.5
2020 5,974.3 6.1 78.2 -72.2
2021 6,526.2 9.2 304.2 289.0
2022 6,799.6 4.2 301.5 -0.9

Source: Annual Report and IBISWorld
Note: *Estimates

Hudson's Bay Company

Market Share: 12.4%

  Hudson's Bay Company (HBC) is a department store that sells apparel, accessories and home goods across
Canada. The retailer is capable of tracing its roots to the late 17th century, when it was a fur trading company that
governed large portions of North America on behalf of England. HBC also operates Home Outfitters, a Canadian
home furnishings superstore; the upscale department stores Lord & Taylor and Saks Fifth Avenue in the
neighbouring United States; and the discount department store Saks OFF 5th. In fiscal 2017 (year-end February),
HBC employed 65,000 people and reported generating $14.4 billion in total company revenue across all operating
segments (latest data available).

The company operates in the Department Stores industry in Canada through its retail sales in Canada, where HBC
operates about 90 stores in Alberta, British Columbia, Manitoba, Nova Scotia, Ontario, Quebec and Saskatchewan.
The retailer also offers its own line of goods, known as the Hudson's Bay Company Collection, which pitches HBC's
rich and deep history. In 2018, the company sold its Lord & Taylor flagship building in New York City, which reduced
the company's debt load.

HBC acquired Saks Inc. (Saks) in November 2013, prior to the current period, for an estimated $2.9 billion,
significantly bolstering its total company revenue through Saks' retail presence in the United States. This has also
diminished the importance of its Canadian retail operations in relation to total company revenue, as evident by the
decline in Canadian retail sales as a share of total company sales over the five years to 2022. However, the prior
acquisition gave HBC the opportunity to tap into the luxury Canadian market by opening Saks Fifth Avenue and
Saks OFF 5th stores in Canada. The company has since opened a total of two Saks Fifth Avenue stores and 16
Saks OFF 5th stores and it has stated further plans to reach a total of seven Saks Fifth Avenue stores and 25 Saks
OFF 5th stores over the coming years. In addition to the expansion of its retail presence, HBC plans to grow its
revenue by upgrading its merchandise planning technology and creating more engaging store experiences through
pop-up shops, food areas and wellness activations.

Financial performance

HBC's industry-relevant revenue is expected to decrease an annualized 0.6% to $3.4 billion over the five years to
fiscal 2022. Nevertheless, e-commerce sales have accounted for an ever-rising percentage of revenue, ultimately
eating into the company's industry-relevant figures. As a result, company profit has fluctuated significantly over the
past five years. HBC's industry-relevant operating profit, measured as earnings before interest and taxes, is
expected to decrease at an annualized rate of 1.6% to $169.8 million over the five years to fiscal 2022. Due to the
company's diversified nature, HBC has been able to weather the coronavirus pandemic with minimal losses.
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Hudson's Bay Company (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 3,545.7 N/C 184.4 N/C
2018 3,451.3 -2.7 158.8 -13.9
2019 3,205.3 -7.1 161.1 1.4
2020 3,270.9 2.0 161.6 0.3
2021 3,366.9 2.9 163.5 1.2
2022 3,437.2 2.1 169.8 3.9

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

Walmart Inc.

Market Share: 7.0%

  Founded in 1994 and headquartered in Mississauga, ON, Walmart Canada is the Canadian division of Walmart Inc.
(Walmart), the world's largest retailer and grocery chain in terms of sales. Walmart is also one of the largest
worldwide employers, with more than 2.3 million workers in about 11,500 stores, 408 of which are located in
Canada. The company's business model is based on the leveraging of its immense size to exert high buying power
over its suppliers to obtain significant cost savings, which are passed on to consumers by offering heavily
discounted prices. In fiscal 2020 (year-end January), Walmart generated $749.0 billion in company-wide revenue
across all operating segments globally (latest data available).

Walmart operates three separate divisions, including Walmart US, Sam's Club and Walmart International. Walmart
US comprises the company's largest operating segment and is active in all 50 states including Washington, DC, and
Puerto Rico. In fiscal 2020, Walmart US' sales represented 78.0% of the company's sales that fiscal year (latest data
available). Under this division, Walmart operates under its signature Walmart brand in addition to its Neighborhood
Market brand. The company's Sam's Club segment is nearly as widespread as the original flagship brand, with
operations in 44 states. Sam's Club is a membership-only warehouse club, responsible for generating 11.5% of the
company's sales in fiscal 2020 (latest data available). Lastly, under the Walmart International division, Walmart runs
supercentres that offer general merchandise and full-line supermarkets, in addition to general discount stores that
offer the same products, excluding perishable groceries. However, only the company's general discount stores in
Canada operate in this industry. Aside from Canada, Walmart International operates in South Africa; Argentina;
Costa Rica; El Salvador; Guatemala; Honduras; Nicaragua; China; India; Japan; Mexico; and the United Kingdom,
among others.

Financial performance

Over the five years to fiscal 2022, Walmart has expanded its retail presence in Canada, from 379 stores in 2014,
prior to the current period, to more than 400 stores by 2020. However, much of this expansion has come at the
expense of Walmart's industry-relevant stores, as Walmart has rapidly been converting its Canadian discount stores,
which are its only Canadian stores that are industry relevant, to supercentres, which instead are a part of the
Warehouse Clubs and Supercentres industry in Canada (IBISWorld report 45291CA). Thus, the percentage of
stores that are within the scope of the industry's operations has fallen drastically over the past five years, diminishing
Walmart's market share with respect to the Canadian Department Stores industry despite its notable expansion in
real terms. In addition, rising digital sales have continually eaten into retail revenue. Overall, IBISWorld estimates
Walmart's industry-relevant revenue will grow an annualized 0.5% to $1.9 billion over the five years to fiscal 2022.
Moreover, the company's industry-relevant operating profit, measured as earnings before interest and taxes, is also
anticipated to increase, growing an annualized 0.4% to $79.0 million over the five years to fiscal 2022. The company
experienced only minimal declines due to the coronavirus pandemic, but has contended with various supply chain
disruptions in return.
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Walmart Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 1,893.9 N/C 77.4 N/C
2018 1,933.8 2.1 82.5 6.6
2019 1,943.2 0.5 76.3 -7.5
2020 1,940.0 -0.2 78.2 2.5
2021 1,868.2 -3.7 76.2 -2.6
2022 1,938.2 3.7 79.0 3.7

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

Other Companies Nordstrom Inc.

  Market Share: 1.7%
  Founded in 1901, Nordstrom Inc. (Nordstrom) is an up-market department store headquartered in Seattle that

targets both wealthy consumers and aspirational shoppers. The company sells several lines of near-luxury goods at
Nordstrom full-line stores and also retails discounted brand-name apparel at its Nordstrom Rack establishments. In
total, the company operates more than 300 US stores located in 40 states, along with six Nordstrom full-line and six
Nordstrom Rack stores in Canada. The company currently employs about 65,000 full- or part-time employees.

Nordstrom expanded into the Canadian department store market in September 2014, prior to the beginning of the
current period, when it opened its first store in Calgary at the Chinook Centre. The company has since opened five
more locations, with one in Ottawa, one in Vancouver and three in Toronto. In 2018, the company opened a
Nordstrom Rack in Alberta and also introduced mobile checkout to all its Canadian locations, eventually opening
another five Nordstrom Rack locations. In 2022, IBISWorld estimates that Nordstrom will generate $472.4 million in
industry-relevant revenue, reflecting a market share of 1.7%. Throughout the COVID-19 (coronavirus) pandemic, the
company has had to contend with fluctuating demand, and thus, revenue and profit.

Sears Canada Inc.

  Headquartered in Toronto, Sears Canada Inc. (Sears Canada) was created in 1952 as a joint venture between
Simpson's, a Canadian department store and the US department store Sears, Roebuck and Company. Sears
Canada previously functioned as one of three operating segments of Sears Holdings Corporation. However, the
holding company sold its majority stake of Sears Canada to ESL Investments Inc. in 2014 to generate cash and
sustain its US operations for $375.4 million.

Over the five years to 2022, Sears Canada's revenue has declined significantly and the company has endured net
losses for the majority of the past five years. In June 2017, the company declared bankruptcy and it declared its
intention to liquidate its remaining stores in October 2017. In January 2018, Sears Canada closed all of its stores in
the country, including 17 in Ontario alone, ultimately exiting the Canadian Department Stores industry. As a result,
the company has not contended with disruptions due to the coronavirus pandemic.



Department Stores in Canada January 2022

32 IBISWorld.com

Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The level of capital intensity in the Department Stores
industry in Canada is low. For every $1.00 allocated to
wages in 2022, an estimated $0.10 is spent on capital
assets, up from $0.07 in 2017. Generally, both the size and
number of stores in operation effectively influences the
industry's level of capital expenditure. Expenditure on store
utilities such as lights and clothing racks is estimated to
have increased in recent years, contributing to a rise in
capital intensity.

The duties employees undertake include customer service
and advice, processing consumer purchases, arranging
store layout and replenishing store shelves. The type of
store, such as high-end department stores compared with
discount retail stores; the number of people employed by
each establishment; the relative wage rate, including the
cost of living in the establishment's city or province; and the
company's specific opening hours influence the level of
labour expenditure. Unlike capital costs, which can vary
between years, labour costs are an integral and annual
expenditure incurred by industry players. IBISWorld
anticipates that this industry will continue to exhibit a low
level of capital intensity over the five years to 2027.



Department Stores in Canada January 2022

33 IBISWorld.com

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.

Medium Innovation
Concentration

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

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

Very Low Rate of Entry Very
Unlikely

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

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.

  Low levels of innovation limit the threat to incumbent operators from new technologies disrupting their operations. However,
a low rate of growth in technology can also create exposure for incumbents as the trajectory of innovation in other markets
could lead to unforeseen competitive disadvantages.

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

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

Technological innovation has affected the Department Stores industry in
Canada.

Most notably, the rise of many e-commerce platforms over the past two decades has led to decreased consumption at
many brick-and-mortar retail locations. Nonetheless, the industry, as with many other retail industries that are experiencing
the same problem, has managed to adapt to rising competitive pressures from e-commerce by implementing its own
technological innovations with the goal of increasing automation. One such initiative is the introduction of self-checkout
stations. These stores hope that this shift will increase foot traffic by improving the customer experience and leveraging the
labour cost savings to keep their prices competitive.

The level of technology change is    Medium

  Various technological innovations have enabled operators in the Department
Stores industry in Canada to better manage their store inventory and range of
operations.

Although their implementation occurred prior to the beginning of the period, improvements in point-of-sale equipment have
ultimately brought greater efficiencies to merchandising, distribution, sales and stock markdowns. For instance, inventory
controlling radio-frequency identification (RFID) is capable of storing more product information and can be scanned from a
further distance compared with traditional bar codes. Both the introduction and subsequent usage of electronic data



Department Stores in Canada January 2022

34 IBISWorld.com

interchange is estimated to have improved both management and distribution issues. Industry major player Walmart Inc.,
for instance, was a forerunner in rolling out RFID and has the ability to track all items throughout its supply chain. RFID tags
can support a large amount of information about products and can be incorporated or attached to items. Increased
knowledge and information enable retailers to minimize store shrinkage.

The rapid development of mobile applications has also enhanced consumers' respective shopping experiences in addition
to reducing capital costs related to improving or upgrading cash register equipment for operators. Stores are increasingly
using tablets and smartphones with attachments that permit the swiping of consumers' credit cards to ring up customers,
removing the necessity for consumers to wait in checkout lines. As a result, industry participants are also able to process
transactions more quickly and reduce capital costs relating to improving or upgrading cash register equipment.
Complementing this service, stores have started offering customers the option of receiving a receipt via email rather than a
paper copy. This additional service has helped further decrease department stores' operating costs while also improving the
customer experience and promoting eco-consciousness.

Lastly, retailers are optimizing their websites for mobile shopping, with e-commerce picking up as an alternative sales
medium and marketing tool. E-commerce offers shoppers the ability to browse and purchase items from the comfort of their
own homes and provides department stores the opportunity to sell outside their local market area.

Revenue
Volatility

The level of volatility is    Low

  There is a low level of revenue volatility regarding the Department Stores
industry in Canada.

Industry revenue tends to fluctuate in line with broader trends in consumer spending. Therefore, retailers compete for a
share of every household's per capita disposable income. Disposable income is highly dependent on various factors,
including the national unemployment rate, interest rates and consumer confidence. Industry performance is further
influenced by population growth and the age distribution of the population. External sources of competition also affect the
industry. For example, department stores are sensitive to increases in demand for e-commerce or supercentres, which
have been two of the largest culprits behind the industry's long-running decline. Nonetheless, fluctuations in revenue have
been low to moderate over the five years to 2022, with the largest decline in revenue anticipated to occur in 2019 as a
result of increased competition from ecommerce. As a whole, industry revenue has fluctuated an average of 1.7% year-
over-year during the period.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

Regulatory standards primarily fall upon the manufacturers that provide
merchandise to the Department Stores industry in Canada.

Nevertheless, retailers need to keep abreast of issues and regulations surrounding the products they retail. The Textile
Labelling Act is the primary regulatory framework pertaining to this industry. The Competition Bureau and the Canadian
Border Services Agency handle all labelling issues; namely, all textile goods must include information regarding the content



Department Stores in Canada January 2022

35 IBISWorld.com

of the fibre used, care instructions, country of origin and dealer identity. Manitoba, Ontario and Quebec also require that all
upholstered and stuffed items are registered and correctly labelled. Industry operators are also subject to the Canada
Consumer Product Safety Act, enforced by Health Canada, which governs hazardous products. Industry operators also
must ensure that they and their employees abide by COVID-19 (coronavirus)-related rules and regulations. These include
capacity restrictions in company buildings, mask mandates for employees and testing or vaccine requirements, among
other safety measures.

This industry must further abide by occupational regulations. Canada's Occupational Health and Safety (OHS) Regulations
contain standards and guidelines covering, but not limited to, structures, electricity, sanitation and sound. The OHS also
regulates wage standards for retail employees. Additionally, industry operators must abide by equal wage standards,
minimum wage laws and tax laws.

Industry
Assistance

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

The federal government provides no direct assistance to the Department
Stores industry in Canada and the international trade of industry products is
recorded solely at the upstream manufacturing level.

Therefore, retail operators purchase goods after the relevant import tariffs have already been applied. However, department
stores do benefit from the assistance provided by industry trade associations. For instance, the Canadian Apparel
Federation and the Retail Council of Canada both provide resources and support for operators in areas including product
safety management, customs and trade education management, product development support and supply chain
management. These associations also advocate on government regulations and trade issues affecting the industry.

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

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per Capita
Disposable
Income ($)

2013 31,690 4,891 624 15.0 136,494 N/A N/A 3,471 N/A 29,342
2014 32,067 4,923 728 17.0 134,841 N/A N/A 3,504 N/A 29,430
2015 31,587 4,855 584 14.0 118,429 N/A N/A 3,031 N/A 30,157
2016 29,261 5,053 587 14.0 110,435 N/A N/A 2,957 N/A 29,673
2017 28,181 4,465 591 14.0 107,004 N/A N/A 2,653 N/A 30,400
2018 27,049 4,296 503 12.0 100,276 N/A N/A 2,498 N/A 30,440
2019 25,914 3,882 504 12.0 96,721 N/A N/A 2,406 N/A 30,628
2020 26,444 3,030 500 12.0 96,327 N/A N/A 2,408 N/A 32,862
2021 27,221 3,976 500 12.0 97,012 N/A N/A 2,436 N/A 33,299
2022 27,789 3,933 489 11.0 96,908 N/A N/A 2,444 N/A 32,696
2023 28,612 4,050 486 11.0 98,006 N/A N/A 2,481 N/A 32,758
2024 29,406 4,132 484 11.0 99,197 N/A N/A 2,519 N/A 32,884
2025 30,151 4,237 480 11.0 100,339 N/A N/A 2,555 N/A 33,215
2026 30,898 4,322 482 11.0 101,912 N/A N/A 2,599 N/A 33,602
2027 31,660 4,432 483 11.0 103,654 N/A N/A 2,648 N/A 34,063

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per Capita
Disposable
Income (%)

2013 -2.54 -18.9 -24.1 -25.0 -5.49 N/A N/A -5.52 N/A 1.58
2014 1.19 0.67 16.7 13.3 -1.22 N/A N/A 0.96 N/A 0.30
2015 -1.50 -1.40 -19.8 -17.7 -12.2 N/A N/A -13.5 N/A 2.46
2016 -7.37 4.08 0.51 0.00 -6.76 N/A N/A -2.42 N/A -1.61
2017 -3.70 -11.6 0.68 0.00 -3.11 N/A N/A -10.3 N/A 2.44
2018 -4.02 -3.80 -14.9 -14.3 -6.29 N/A N/A -5.84 N/A 0.13
2019 -4.20 -9.64 0.19 0.00 -3.55 N/A N/A -3.68 N/A 0.61
2020 2.04 -22.0 -0.80 0.00 -0.41 N/A N/A 0.08 N/A 7.29
2021 2.93 31.2 0.00 0.00 0.71 N/A N/A 1.15 N/A 1.32
2022 2.08 -1.09 -2.20 -8.34 -0.11 N/A N/A 0.33 N/A -1.81
2023 2.96 2.98 -0.62 0.00 1.13 N/A N/A 1.49 N/A 0.18
2024 2.77 2.02 -0.42 0.00 1.21 N/A N/A 1.52 N/A 0.38
2025 2.53 2.53 -0.83 0.00 1.15 N/A N/A 1.42 N/A 1.00
2026 2.47 1.99 0.41 0.00 1.56 N/A N/A 1.74 N/A 1.16
2027 2.46 2.55 0.20 0.00 1.70 N/A N/A 1.86 N/A 1.37

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2013 15.4 N/A N/A 232 11.0 219 25,427
2014 15.4 N/A N/A 238 10.9 185 25,987
2015 15.4 N/A N/A 267 9.59 203 25,590
2016 17.3 N/A N/A 265 10.1 188 26,780
2017 15.8 N/A N/A 263 9.41 181 24,790
2018 15.9 N/A N/A 270 9.23 199 24,910
2019 15.0 N/A N/A 268 9.29 192 24,877
2020 11.5 N/A N/A 275 9.11 193 24,999
2021 14.6 N/A N/A 281 8.95 194 25,109
2022 14.2 N/A N/A 287 8.79 198 25,220
2023 14.2 N/A N/A 292 8.67 202 25,311
2024 14.1 N/A N/A 296 8.56 205 25,389
2025 14.1 N/A N/A 301 8.47 209 25,459
2026 14.0 N/A N/A 303 8.41 211 25,504
2027 14.0 N/A N/A 305 8.36 215 25,543

Figures are inflation adjusted to 2022
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Additional Resources
Additional
Resources

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

International Association of Department Stores
http://www.iads.org

International Council of Shopping Centers
http://www.icsc.org

Canadian Apparel Federation
http://www.apparel.ca

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

Industry Jargon BIG-BOX RETAILER
A retail store that is differentiated by its sheer size and wide range of products, including electronics, household
goods and other consumer items.

BRICK-AND-MORTAR
A store that has a physical presence and location.

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

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

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



Department Stores in Canada January 2022

38 IBISWorld.com

Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.
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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
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