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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 Telecommunications Networking Equipment Manufacturing industry in Canada is expected to
decrease in 2021 amid the ongoing COVID-19 (coronavirus) pandemic as more consumers shift away from industry-
relevant products. For more detail, please see the Current Performance chapter.

· International trade is projected to be affected as a result of the coronavirus pandemic due to recent trade and
supply chain disruptions. For more detail, please see the International Trade chapter.

· Demand conditions are projected to change in the short term in light of the coronavirus pandemic due to the
digitization of communications networks. For more detail, please see the Demand Determinants 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 Operators in this industry manufacture wired (voice and data) telecommunications equipment, including telephone

switching systems, telephones, answering machines, data bridges, routers, modems and gateways. This industry
has increasingly focused on manufacturing internet protocol-based telecommunications and networking equipment.

Major Players Circa Enterprises Ltd.

Sangoma Technology Corporation

Main Activities The primary activities of this industry are:

Manufacturing cordless telephones (except cellular)

Manufacturing facsimile equipment

Manufacturing modems and carrier equipment

Manufacturing private branch exchange (PBX) equipment

Manufacturing telephone answering machines

Manufacturing telephone carrier line equipment

Manufacturing telephone carrier switching equipment

Manufacturing telephones (except cellular telephones)

Manufacturing wide (WAN) and local area network (LAN) communication equipment

The major products and services in this industry are:

Telephone sets, switchboards and related equipment

Base stations

Other networking equipment and devices

Parts
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Supply Chain

SIMILAR INDUSTRIES

Computer Manufacturing in
Canada

Communications Equipment
Manufacturing in Canada

Wireless Telecommunications
Carriers in Canada

Wired Telecommunications Carriers
in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Computer Hardware
Manufacturing

Telecommunication Networking
Equipment Manufacturing in the
US

ATM Manufacturing Computer and Electronic Office
Equipment Manufacturing in
Australia

Communication Equipment
Manufacturing in Australia

Communication Equipment
Manufacturing in China

Computer Network Equipment
Manufacturing in China

Communication Equipment
Manufacturing in the UK
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Industry at a Glance
Key Statistics

$98.8m
Revenue

Annual Growth

2016–2021

1.5%

Annual Growth

2021–2026

-2.2%

Annual Growth

2016–2026

 

$6.6m
Profit

Annual Growth

2016–2021

3.7%

  Annual Growth

2016–2021

 

6.7%
Profit Margin

Annual Growth

2016–2021

0.7pp

  Annual Growth

2016–2021

 

54
Businesses

Annual Growth

2016–2021

-1.4%

Annual Growth

2021–2026

-1.9%

Annual Growth

2016–2026

 

483
Employment

Annual Growth

2016–2021

6.0%

Annual Growth

2021–2026

-1.5%

Annual Growth

2016–2026

 

$31.0m
Wages

Annual Growth

2016–2021

2.1%

Annual Growth

2021–2026

-1.7%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.2%
Aggregate private investment

1.5%
Canadian effective exchange rate
index

4.1%
Number of mobile telephone
subscriptions

3.8%
Number of fixed broadband
connections

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Barriers to Entry

High / Decreasing

MIXED IMPACT

  Capital Intensity
Medium   Industry Assistance

Medium / Steady

  Regulation & Policy
Medium / Increasing

NEGATIVE IMPACT

  Life Cycle
Decline   Revenue Volatility

High

  Technology Change
High   Industry Globalization

High / Increasing

  Competition
High / Increasing

 

Key Trends

 The rising popularity of mobile internet connectivity has
spurred demand for internet-enabled mobile devices

 Operators have continued to endure mounting competition
from manufacturers abroad

 Imports have decreased marginally among a difficult
international economic operating environment

 The industry is expected to experience stronger domestic
demand for high-margin products

 Higher domestic demand is expected to be satisfied by
growing production

 Operators are expected to continue enduring the effects of
its sluggish adjustment

 Industry profit has improved marginally since unprofitable
companies have exited the industry
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Decreasing Barriers to Entry

  Low Customer Class Concentration

   

WEAKNESSES

  High Competition

  Decline Life Cycle Stage

  High Volatility

  High Imports

  Low Profit vs. Sector Average

  High Product/Service Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  Number of mobile telephone subscriptions

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Low Performance Drivers

  Number of fixed broadband connections
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Executive Summary Busy signal: The industry is expected to decline as it continues enduring
competition from abroad

The Telecommunications Networking Equipment Manufacturing industry in Canada is a mere fragment of what it
was in 2000, but the industry has expanded over the five years to 2021. This historical decay is primarily the result
of competition from foreign companies that have more efficient cost structures and lower manufacturing costs
alongside technological displacement of many fixed telecom products. Nonetheless, starting from a low point in
2013, the industry has recovered to an extent, though only slightly amid more difficult economic operating conditions
such as the COVID-19 (coronavirus) pandemic. This recovery was founded on improving supply chains and a
dependence on contract manufacturing services to more effectively spread risk while cutting costs. It is also due to
product specialization of the remaining companies that have been able to remain competitive. Thus, industry
revenue, which includes products such as network switches and routers, is projected to rise at an annualized rate of
1.5% to $98.8 million over the five years to 2021, including a decline of 2.4% in 2021 alone.

Similar to many Canadian-produced goods, most industry exports target US markets. However, the depreciation of
the Canadian dollar over the past five years has been marginal, and therefore, has not contributed to an increase in
exports, forcing operators to rely on domestic demand, which is consistently under threat from imports. Overall, the
industry has been able to expand slightly over the past five years as remaining companies manufacture specialized
telecom products and parts, which are still used in many business operations. Moreover, industry profit has
improved marginally since unprofitable companies have either exited the industry or restructured.

Canadian manufacturers' sluggish response to the changing nature of the manufacturing sector has given industry
counterparts in emerging economies time to grow into robust competitors. Manufacturers also have developed
capabilities to compete with Canadian manufacturers in terms of high value-added goods. Moving forward,
Canadian manufacturers are expected to diversify their trade partners, take advantage of global resources and
invest heavily in new product development. Despite this, the industry is expected to decline once again, with
revenue falling an annualized 2.2% to $88.6 million over the five years to 2026 as it continues enduring competition
from abroad.
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Industry Performance

Key External
Drivers

Number of fixed broadband connections

The number of fixed broadband connections reflects the importance of high-speed telecommunications networking.
Consumers' ability to access the breadth of content available on the internet requires an effective broadband internet
connection, since dial-up connections are too slow for current bandwidth-intensive applications. The number of
broadband connections is expected to increase in 2021, representing a potential opportunity for the industry.

 

Number of mobile telephone subscriptions

The number of mobile telephone subscriptions represents the number of subscriptions to a public mobile telephone
service using cellular technologies that are not provided by this industry. As individuals become increasingly
dependent on mobile devices, more homes are replacing landline telephones with wireless devices. As wired
telecommunications carriers, including internet service providers, are the main users of the industry's high-end
products, an increase in mobile telephone subscriptions may pressure the industry. The number of mobile telephone
subscriptions is expected to increase in 2021, posing a potential threat to the industry.

 

Aggregate private investment

Corporations and individuals are major purchasers of networking equipment. For businesses, reliable and speedy
internet access is increasingly important, especially for website hosting. Companies and consumers will likely invest
in networking equipment to obtain reliable and speedy internet. Aggregate private investment is expected to
increase in 2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index is a weighted average of bilateral exchange rates comparing
the Canadian dollar with the currencies of Canada's primary trading partners. As the Canadian dollar appreciates,
foreign goods become relatively less expensive in the Canadian market and are thereby more attractive, which
increases import penetration. Additionally, Canadian-made products become more expensive on the global market,
hampering industry export growth. The CEER index is expected to increase in 2021.
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Current
Performance

The Telecommunications Networking Equipment Manufacturing industry
in Canada has contracted since 2000 when industry revenue surpassed
$14.0 billion.

The industry, which produces wired telecommunications equipment including network switches, routers, modems
and gateways, has since diminished in size due to various factors. This is primarily due to the development of a
global supply chain for electronics and telecommunications products, culminating in 2013 when the industry
generated $75.1 million in revenue. However, the industry has recovered to an extent in recent years, although
robust performance over the five years to 2021 has belied its historical context and is primarily due to one year of
high revenue growth, in which industry revenue grew 29.0% in 2017, than it is indicative of sustained long-term
growth. In fact, revenue has decreased every other year during the period. To this end, industry revenue is expected
to expand at an annualized rate of 1.5% to $98.8 million over the five years to 2021, including a decrease of 2.4% in
2021 alone, further underpinning this trend of decline. Industry profitability, however, is projected to marginally
increase during the period.

SHIFTING MEDIA CONSUMPTION TRENDS

The number of fixed broadband connections is projected to increase at an
annualized rate of 3.3% over the five years to 2021 as high-speed internet
access has become increasingly common.

The way individuals work, communicate and consume media has rapidly evolved alongside this digital infrastructure
development. To keep up with the evolving medium, internet service providers have had to invest in and update their
networks regularly, demanding more high-end networking equipment from industry operators. Thus, the
development of this infrastructure has been a key catalyst to facilitate industry expansion during the current period,
bolstering domestic demand for industry goods despite wireless telecommunications options. As a result, industry
profit, measured as earnings before interest and taxes, has increased marginally to account for 6.7% of revenue in
2021, up from 6.0% in 2016.

However, the number of mobile telephone subscriptions has also increased during the period, rising at an
annualized rate of 3.2% over the five years to 2021. The rising popularity of mobile internet connectivity has spurred
demand for internet-enabled mobile devices, which can damage demand for industry products. The high penetration
of these internet-ready devices has further altered the methods by which individuals communicate, causing them to
consume data and media at a rapid pace. These internet-ready devices have provided an alternative form of
communication that does not rely on industry products as heavily, thus decreasing overall demand for such
equipment. This has been one of the primary trends that have led to the decay of the industry, as most industry
products have become obsolete amid major technological shifts. Products such as answering machines, which were
once widespread in both residential homes and businesses, have now been extensively replaced by new
technology.
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GLOBAL RESTRUCTURING

Although industry products are not often considered discretionary,
companies have often avoided investing in new equipment when profit is
subdued.

Over the five years to 2021, fluctuating economic growth, compounded by the COVID-19 (coronavirus) pandemic,
has led to volatile corporate profit levels in the United States and Canada, the industry's primary markets. This has
caused corporations to defer investments in telecommunications networking equipment until the economic climate
has stabilized. Although the Canadian dollar has depreciated during the period, theoretically benefiting opportunities
for export growth, operators have continued to endure mounting competition from manufacturers abroad.

The restructuring of the global manufacturing sector has also contributed to the industry's longstanding decline.
Countries with low labour costs produce low-value goods at a lower cost. As a result, countries with high labour
costs have invested heavily in research and development (R&D) to compete on the basis of quality and innovation
rather than price. Since low-cost producers have increased capabilities by competing with high value-added goods,
competition has rapidly increased. Geographic specialization and high competition now define the global state of the
telecommunications sector, and Canadian manufacturers have struggled to keep up with these trends in the long
run. In the short term, the industry has grown due to the low price base and remaining operators' specialization in
products that are still demanded.

GLOBALIZATION

Canadian manufacturers have been slow to take advantage of the
opportunities offered by the emerging geographic specialization that now
characterizes the industry.

Still, imports have bombarded manufacturers and have quickly siphoned revenue away from the industry. Despite
this, imports are projected to decrease marginally among a more difficult international economic operating
environment wrought by the pandemic. Thus, the value of industry imports is expected to decrease an annualized
0.4% to $5.9 million over the five years to 2021. Exports are also forecast to decline during the same period, falling
an annualized 12.7% to $12.9 million over the past five years, amid the industry's long-running trend of decline.
Meanwhile, since some companies have outsourced manufacturing and others have exited the industry altogether,
the number of establishments is projected to fall, decreasing an annualized 1.0% to 61 facilities over the five years
to 2021. Employment, however, is expected to grow an annualized 6.0% to 483 workers during the same period as
operators have expanded their workforce as revenue temporarily rose. This has primarily been attributed to the
widespread salience of contract manufacturers, with some operators focusing solely on R&D while others have
focused on production alone, creating a bifurcation in wages.



Telecommunications Networking Equipment Manufacturing in Canada May 2021

13 IBISWorld.com

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Number of
fixed

broadband
connections

(Million)
2012 138 46.6 60.0 56.0 665 73.5 5,014 39.3 5,079 11.7
2013 75.1 11.8 66.0 61.0 302 34.6 4,964 19.0 5,004 12.1
2014 105 37.7 69.0 63.0 520 41.7 5,139 34.6 5,202 12.6
2015 110 40.2 65.0 59.0 490 34.9 5,775 35.6 5,850 13.1
2016 91.9 35.7 64.0 58.0 361 25.5 6,047 28.0 6,113 13.4
2017 119 51.3 68.0 61.0 516 27.0 6,248 34.1 6,339 13.9
2018 107 43.3 67.0 60.0 497 15.9 6,527 32.2 6,618 14.3
2019 104 41.3 62.0 55.0 487 9.30 6,529 31.5 6,624 15.0
2020 101 32.4 62.0 55.0 481 15.7 6,246 31.0 6,332 15.4
2021 98.8 39.8 61.0 54.0 483 12.9 5,933 31.0 6,019 15.8
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Industry Outlook
Outlook Operators in the Canadian Telecommunications Networking Equipment

Manufacturing industry are expected to endure difficult times over the five
years to 2026, mired by the longstanding trends that have contributed to
industry decline.

Although Canadian companies are expected to finally adapt to the globalized nature of manufacturing, the industry's
expansion is expected to be limited as overseas competition intensifies. As a result of these factors, coupled with
the industry's long-running trend of decline, industry revenue is forecast to decrease an annualized 2.2% to $88.6
million over the five years to 2026.

UNCERTAIN DEMAND

Despite the industry's broader difficulties, demand for the industry's
products is expected to grow over the next five years, albeit marginally, as
consumers and businesses rely on voice, video and data communication.

With network traffic intensifying, the number of fixed broadband connections is expected to continue rising to serve
increasing demand for bandwidth. The number of fixed broadband connections to grow at an annualized rate of
1.5% over the five years to 2026, which is expected to prevent more robust declines in revenue. Additionally, a shift
toward more powerful internet protocol-based networks that can simultaneously deliver voice, video and data
services is expected to further stimulate demand from telecommunications carriers that are in need of more powerful
routing and switching equipment. Furthermore, aggregate private investment is expected to rise over the five years
to 2026, increasing the number businesses that can invest in industry products. Ultimately, the industry is expected
to experience stronger domestic demand for high-margin products and industrial routing and switching equipment.
Nonetheless, the increasing utility and omnipresence of wireless telecommunications alternatives is projected to
hinder demand for industry products. Many of the industry's primary downstream markets have increasingly sought
out wireless capabilities as a more convenient substitute for wired telecommunications capacity. This is evidenced
by the number of mobile telephone subscriptions, which is anticipated to rise at an annualized rate of 3.2% over the
five years to 2026, surpassing the rate of growth of broadband connections, and therefore, posing a significant
threat to the industry.

GROWING COMPETITION

Canadian manufacturers will likely need to adapt to a changing landscape
to survive.

Over the five years to 2021, manufacturing industries have become more global in nature, and Canada's structural
costs, policies and other factors have put the country's manufacturing sector at a global disadvantage. Canadian
manufacturers' adaptation to the changing nature of the industry over the past five years has led to a small recovery,
but is expected to inevitably force operators to compete with a multitude of new global players moving forward.

Canadian manufacturers will likely find it difficult to compete with their counterparts in emerging countries that
benefit from lower cost structures and heightened manufacturing capabilities. This crucial fact has historically been
the driver of the industry's decline. Additionally, Canadian manufacturers have historically tailored production to the
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large domestic and US markets rather than targeting the needs of global markets. However, higher domestic
demand is expected to be satisfied by growing production, and thus, the value of imports is expected to decline,
falling an annualized 2.4% to $5.3 billion over the five years to 2026.

To compete in the crowded and competitive global manufacturing industry, Canadian operators will likely need to
change the nature of their businesses. Companies are anticipated to begin creating a new manufacturing model
without the enormous production facilities, taking advantage of the global value chain and contract manufacturers to
source products. Investing in new technology and equipment will likely enable operators to reduce labour costs by
automating some processes. Improving workforce capabilities by investing in new skilled workers will also likely
enable manufacturers to focus on sales, marketing, customer service, research, engineering and design activities,
all of which contribute to higher value-added products and services. To achieve this, manufacturers are expected to
differentiate their products and offer more personalized services to offset the volatility of product sales. In the
presence of these hurdles, industry profit is expected to marginally decline over the five years to 2026.

Operators are also expected to increasingly focus on marketing products to global markets and emerging
economies. Though exports are projected to continue decreasing during the outlook period, they are projected to do
so at a more marginal rate compared with the current period. The value of exports is expected to decline an
annualized 1.8% to $11.8 million over the five years to 2026. However, the implementation of trade agreements
bolsters industry exports and protects them from experiencing a more significant decline. Accordingly, countries that
participated in the North American Free Trade Agreement and its successor agreement, the United States-Mexico-
Canada Agreement, in addition to the European Union, are expected to remain crucial trading partners for industry
operators.

INDUSTRY LANDSCAPE

Canadian manufacturers have lagged behind the United States in the
production of high value-added goods and have also lagged behind
emerging countries in the production of low value-added goods.

Operators are expected to continue enduring the effects of its sluggish adjustment. For example, the number of
industry enterprises is expected to decline an annualized 1.9% to 49 companies over the five years to 2026.
Meanwhile, the number of business locations is also projected to decline, falling at an annualized rate of 2.0% to 55
establishments during the same period. Due to these trends, employment is expected to decrease an annualized
1.5% to 447 workers over the five next years.

Although countries with low labour costs have produced low-value goods over the past five years, emerging
economies are expected to begin competing on high value-added goods as well, proving to be a consistent source
of competition for industry operators. In response, Canadian companies are expected to invest in high-value
products and services, innovation and a high-skilled workforce, which is expected to help facilitate potential
opportunities for industry expansion in the long term.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Number of
fixed

broadband
connections

 (Million)
2021 98.8 39.8 61.0 54.0 483 12.9 5,933 31.0 6,019 15.8
2022 96.6 39.0 59.0 53.0 475 12.1 5,791 30.4 5,876 16.1
2023 94.1 38.2 58.0 52.0 468 12.9 5,629 29.9 5,710 16.3
2024 92.3 37.7 57.0 51.0 465 12.1 5,504 29.6 5,584 16.6
2025 90.2 36.9 56.0 50.0 455 11.8 5,372 29.0 5,450 16.8
2026 88.6 36.2 55.0 49.0 447 11.8 5,263 28.5 5,340 17.0
2027 86.9 35.6 54.0 48.0 440 11.5 5,155 28.0 5,230 17.1
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

IVA is growing at a slower rate compared with Canadian GDP

Many of the industry's products have become increasingly obsolete

The industry is expected to continue to outsource production activities

The Canadian Telecommunications Networking Equipment Manufacturing industry is well into the declining stage of
its economic life cycle, with recent positive developments not being enough to reverse this long-running trend of
decline. Thus, industry value added (IVA), which measures an industry's contribution to the overall economy, is
forecast to increase at an annualized rate of 0.1% over the 10 years to 2026. In contrast, Canadian GDP is forecast
to grow at an annualized rate of 1.7% during the same period. Generally, IVA growth that lags behind GDP signifies
a declining industry. This is also supported by an observed trend of long-term decline that has characterized the
industry since 2005, more solidly situating it within the declining phase of its life cycle. Indeed, the industry
generated more than $14.0 billion in 2000 and fell to a low of just $75.1 million in 2013. An increasing IVA over the
five years to 2021 has been a result of this low point from which these figures are calculated, supported by one year
of robust growth in 2017.

The industry's historical decline has been a result of the offshoring of manufacturing facilities and strong import
competition from emerging economies with relatively low-cost structures. The industry is expected to continue to
outsource production activities and attempt to mitigate the loss of profit and invest in developing new products and
services, new technologies and a skilled workforce. Moreover, many of the industry's products have become
increasingly obsolete as new technology has displaced them.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Wireless Telecommunications Carriers in Canada

Internet Service Providers in Canada

Computer & Packaged Software Wholesaling in Canada

Cable Networks in Canada

Cable Providers in Canada

Satellite TV Providers in Canada

Wired Telecommunications Carriers in Canada

VoIP in Canada

2nd Tier

Finance and Insurance In Canada

Consumers in Canada

Retail Trade In Canada

Real Estate and Rental and Leasing In Canada

Professional, Scientific and Technical Services In
Canada

Accommodation and Food Services In Canada

Arts, Entertainment and Recreation In Canada

Public Administration in Canada

Key Selling Industries
1st Tier

Circuit Board & Electronic Component Manufacturing in
Canada

Semiconductor and Other Electronic Component
Manufacturing In Canada

Wire & Cable Manufacturing in Canada

2nd Tier

Semiconductor Machinery Manufacturing in Canada

Industrial Machinery & Equipment Wholesaling in
Canada

Copper, Zinc & Lead Refining in Canada

Products & Services

  TELEPHONE SETS, SWITCHBOARDS, RELATED EQUIPMENT AND BASE STATIONS

Telephone switches manufactured in the Canadian Telecommunications
Networking Equipment Manufacturing industry are telecommunications
systems used in large companies or in the public switched telephone
network, which is the network that enables any telephone in the world to
communicate with another.

Network switches are responsible for monitoring and controlling network traffic. With the rapid proliferation of
broadband-enabled devices over the five years to 2021, more routers and network switches have been sold,
resulting in this segment's share of revenue increasing during the period. Network switches route data within a
specific network through Ethernet cables, although the speed ratings of each connection may vary. Switchboard
equipment serves the purpose of enabling telephone switches and network switches to function properly, ensuring
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the transfer of voice for telephones and data for computers. Telephone sets, switchboards and related equipment is
expected to account for 23.6% of industry revenue in 2021.

The function of a bridge is to connect two or more local area networks together, enabling data to travel to and from
different areas of the network. A gateway is a component that is part of two networks that use different protocols and
it translates one protocol into the other. Modems transmit an analogue carrier signal to encode digital information
and demodulate carrier signals to decode the transmitted information. Routers are one of the most fundamental
components of computer networks, as they are responsible for forwarding data packets from one type of network
connection to another. The most typical routers are home and small office routers that pass data, such as websites,
emails and videos, between the home computers and the internet. In 2021, base stations are expected to account
for 57.2% of revenue, remaining a stable share of revenue during the period.

OTHER NETWORKING EQUIPMENT AND DEVICES

Over the past five years, network equipment manufacturers have
expanded their product selection of network-based devices that offer
network-wide security, storage and internet protocol (IP)-based telephony.

In most cases, these products are marketed to large companies. Optical networking equipment, which transmits
data using fibre optics and light, and all parts for completed products are also included in this product segment. In
2021, parts account for 12.6% of revenue, marginally increasing as a share of revenue over the past five years.

Other networking equipment, such as storage area networking devices, provides computers on a network with the
capability to share a common storage drive in a resource-efficient manner. In 2021, other networking equipment
accounts for an estimated 6.6% of revenue, slightly decreasing as a share of revenue during the period. Before
these devices were available, companies would partition a part of a computer or server's hard drive for common use,
wasting computing power. Many offices use networked storage to provide automatic backups of data on computers
within the network, limiting the damage caused by a failing hard drive. Large corporations use a variant of this
architecture called storage area network (SAN). SAN aggregates the storage from multiple drives and drive types,
including hard-drive arrays, in a network, and displays the "virtual drive" as a single storage option on the network.
Small businesses and homes use network-attached storage (NAS) devices that consist of little more than a single
hard drive or hard drive array attached to the network.

Manufacturers also offer device- or software-based network security solutions that offer a range of security
measures, including firewalls and virtual private networks. Some models even integrate virus and malware detection
at the network level, greatly improving overall security. These products have become increasingly important over the
past five years as the range of software and hardware that businesses use in their IT infrastructure has evolved and
security threats have followed suit. For example, the widespread implementation of virtualization software has
increased demand for network security solutions that address security concerns particular to virtualized
environments.

Demand
Determinants

The price and quality of communications products are the primary
facilitators of demand for the Telecommunications Networking Equipment
Manufacturing industry in Canada.

Since consumers are the most price-sensitive purchasers, telecommunications equipment sold in retail
environments is typically offered at more competitive prices. New, high-quality products are offered at a premium
price, while obsolete or basic models are offered at significantly lower prices. As suppliers enter the market with new
products or lower prices, competitors are forced to lower prices, thereby increasing demand.

Demand for switching and transmission products for public networks is largely dependent on the level of capital
spending by telecommunications service providers, which is influenced by demand for telecommunications services.
New or enhanced communications services promote sales of upgraded communications equipment that let users
efficiently access these new services. New communications services typically have a slow initial uptake, followed by
rapid growth and a subsequent slowdown as new models are introduced.

New technologies applied in communications networks have enabled users to access these networks more
inexpensively and efficiently. These developments have increased network traffic volumes, which have resulted in
infrastructure expansion and investment. Communications technologies have fostered new applications and
encouraged growth in other industries, driving demand for new communications equipment, such as internet
protocol private branch exchanges. Standardization efforts that have favoured telecommunications networking
manufacturers have also promoted sales. These efforts include facilitating the interoperability of network equipment
and equipment attached to networks.

The digitization of communications networks has resulted in software becoming an increasingly important
component of many communications networks, particularly in delivering enhanced services. The digitization of
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networks also enables service providers to reduce costs and launch services that were technically impossible to
offer before. Manufacturers that design communications equipment increasingly use in-house labour to develop
software and outsource equipment manufacturing to less skilled workers.

Major Markets

  EXPORTS

Exports generate revenue for the Canadian Telecommunications
Networking Equipment Manufacturing industry because domestic
manufacturers have increasingly outsourced the production of low-end
networking equipment to countries in Asia.

Further, many industry players import goods and immediately export them for resale after domestic assembly. The
increasing quality of Canadian manufactured industry products has also helped manufacturers stand out from low-
cost products. Exports are expected to account for 32.7% of industry revenue in 2021, declining as a share of
revenue over the five years to 2021, though this is specifically in relation to other market segments; for more
information regarding industry export activity, refer to the International Trade section of this report.

RETAILERS, WHOLESALERS AND DISTRIBUTORS

Retailers, wholesalers and distributors are expected to account for a
combined 56.7% of industry revenue in 2021.

Retailers serve the broader consumer market, which almost exclusively buys routers for home use. As technology
continues to become more ingrained in daily life, consumers become more interested in better products to support
their online activities.

Conversely, wholesalers and distributors primarily caters to business clientele. The business market includes
various telecommunications providers and companies that use industry products for their own needs. Over the five
years to 2021, businesses have accounted for a larger share of downstream demand compared with other market
segments due to networks expanding and businesses increasing their use of company-wide information technology
(IT) infrastructures more generally. The digitalization of the economy and the rising use of cloud-based products,
such as cloud-based file sharing, has bolstered demand for more advanced and compatible industry products.

GOVERNMENT

Collectively, government entities account for 4.9% of revenue in 2021.

Government clients demand industry products for telecommunications needs. The increasing threat of cyber hacks
and cyber warfare have forced governments to step up their IT infrastructures. Additionally, due to their high product
quality and proximity to the United States, many manufacturers have contracts with the US government. While this
segment has grown as a share of revenue over this past five years, it is expected to continue to rise as digital
communications between governments will likely continue to rise.

REPAIR AND MAINTENANCE COMPANIES

Since many industry operators produce parts and completed products,
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repair and maintenance companies in the telecommunications sector are
also a primary market, accounting for an estimated 5.7% of industry
revenue in 2021.

These companies cater to the distributors, retailers, businesses, government entities and consumers that purchase
industry products from other outlets. Accordingly, when replacement parts are necessary, these companies
purchase components from industry operators. This segment has declined as a share of revenue during the period.
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International Trade Exports in this industry are    Medium and Decreasing

Imports in this industry are    High and Steady

International trade activity represents a critical part of the Telecommunications Networking Equipment Manufacturing
industry in Canada. Companies in this industry operate global supply chains, outsourcing production to countries,
such as China, where wages are lower, and primarily focus on designing and prototyping domestically. Additionally,
many of the industry's products and components are imported from overseas.

Imports

In 2021, industry imports are projected to satisfy 98.6% of domestic demand. Despite a depreciating Canadian dollar
during the period, import penetration has been an immutable facet of the industry's competitive landscape.
Accordingly, while imports are less attractive when the value of the loonie declines, import penetration has continued
to mire domestic operators. Therefore, import competition has not been tethered to currency valuation; instead, it is
expected to consistently pose a threat to industry operations. Industry products can be produced at a significantly
lower cost in emerging economies. Overall, the value of imports is expected to decrease at an annualized rate of
0.4% to $5.9 billion over the five years to 2021, with this decline compounded by the COVID-19 (coronavirus)
pandemic.

China is the largest source of networking equipment imported into Canada. China is a particularly attractive location
to manufacture technologically intensive products, such as networking equipment, since it is already a major
producer of consumer electronics and semiconductors. The practice of contract manufacturing has further enhanced
China's competitiveness, as a single Chinese company can use its facilities to manufacture products for many
foreign-based companies for higher equipment usage rates and lower costs per unit produced. The United States
and Mexico are also significant sources of industry imports, due to their geographic proximity and participation in the
North American Free Trade Agreement (NAFTA) and its recently ratified successor agreement the United States-
Mexico-Canada Agreement (USMCA), which has reduced trade barriers.

Exports

In 2021, exports are expected to account for 13.1% of industry revenue, representing the industry's long-running
trend of decline despite a more recent slightly positive economic outlook. Several domestic manufacturers have
outsourced the production processes of low-end networking equipment and component manufacturing to countries
in Asia. As a result, the value of exports is expected to decrease an annualized 12.7% to $12.9 million over the five
years to 2021.

Canada-based manufacturers of networking equipment primarily export enterprise-oriented, high-end routers and
network switches. The United States and Mexico are expected to account for a large share of exports for industry
products, demonstrating the strength of USMCA and the industry's reliance on these markets. Following Mexico and
the United States, European nations have become a significant market after the implementation of the
Comprehensive Economic and Trade Agreement with the European Union in late 2017.
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Business
Locations

  Operators in the Canadian Telecommunications Networking Equipment Manufacturing industry primarily establish their facilities in
Ontario, Quebec and British Columbia. Most Canadian networking equipment manufacturers are located in Ontario, with this
region accounting for an estimated 49.1% of industry establishments in 2021. This region is home to the largest share of the
Canadian population, and thus, also the greatest pool of potential workers. This region is also located near the Great Lakes,
facilitating low cost and efficient trade with the United States, a key importer of industry products. Quebec accounts for an
estimated 22.8% of industry establishments in 2021, home to the second-largest concentration of industry establishments
following Ontario. It is also the second-largest region in Canada in terms of population and workforce, and is also located near the
United States. Finally, British Columbia accounts for 14.0% of industry establishments in 2021, adding some facilities over the five
years to 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

A low level of market share concentration characterizes the Telecommunications Networking Equipment
Manufacturing industry in Canada. No major players have their primary manufacturing operations in Canada and
imports consistently undermine domestic operators' competitive position. However, this has been mitigated over the
five years to 2021 by a depreciating Canadian dollar, which makes imports more expensive relative to domestic
products. Accordingly, the economic landscape the devalued loonie has provided has been a boon for the industry,
catalyzing a resurgence in domestic production activity in 2017 despite heavy outsourcing to contract
manufacturers. Concentration has thus increased over the past five years as players with the resources to take
advantage of this landscape have focused on acquisition activity and export growth. Larger players have outsourced
manufacturing activities while smaller players have exited the industry or have been acquired. Ultimately, however,
the long-term decline of the industry has been a major catalyst that has eviscerated growth prospects for many
global operators. Accordingly, the shape of the industry has followed this trend. According to the latest data
available from Statistics Canada, only one industry establishment has more than 100 employees and 50.0% of
establishments have fewer than 10 workers. Plus, since 57.9% of industry establishments are considered
nonemployers, this implicitly limits the size and scale of production capacity at these facilities. These factors,
alongside industry consolidation and the increasing salience of contract manufacturers, are expected to continue to
restrict more market share concentration in the near future, although the few remaining operators have the ability to
continue consolidating and could ostensibly change this outlook.

Key Success
Factors

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

Effective quality control:
Companies must have strong quality control systems because quality products help generate repeat business,
thereby increasing the likelihood of renewed contracts.

Production of a range, which accommodates future developments:
The most successful companies offer a product range that anticipates changes in future technology.

Having contacts within key markets:
Forging alliances with strong partners can increase marketing, technological, sourcing and production expertise.

Superior financial management and debt management:
Superior financial and debt management is a significant factor in this industry, due to its competitive advantage and
speedy technological change.

Undertaking technical research and development:
To remain informed regarding cutting edge technology, industry operators should continuously spend on research
and development to remain competitive.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for an estimated 6.7% of revenue in 2021, up from 6.0% in
2016. Despite efforts to reduce overall costs, rapidly declining revenue
has pressured profit over the past decade and prevented more robust
growth. The industry generated more than $3.0 billion in 2005 and
continued to deteriorate, hitting rock bottom in 2013. Many operators
exited the industry altogether or added more profitable segments to
their business. Heavy external competition has rendered industry
products somewhat superfluous, even while aggregate private
investment may increase. Industry operators have also been struggling
to compete with rapidly increasing imports.

 

  Wages

Wages are expected to account for 31.3% of revenue in 2021, up from
30.4% in 2016. The remaining companies in the industry have
increasingly focused on maintaining strong profit, leading many to
increase capital intensity and improve economies of scale by spreading
labour expenses over a wider base of sales. As a result, wages' share
of revenue has marginally increased during the period.
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  Purchases

Purchases are the largest cost for operators and are expected to
account for 31.7% of industry revenue in 2021, down from 32.2% in
2016. Plastic is a major input in the production process and its cost has
fluctuated over the past five years. To help combat rising raw input
costs, production is continually being outsourced to make the
manufacturing process less expensive. Increasingly, Canadian-based
networking equipment manufacturers operate with global supply chains,
which lowers purchasing costs. Further, the price of electronic inputs,
such as semiconductors and other components, has declined during
the period, contributing to lower purchasing costs as well.

 

  Marketing

Marketing expenses are expected to account for an estimated 2.6% of
revenue in 2021.

 

  Depreciation

Depreciation costs are expected to account for an estimated 2.2% of
revenue in 2021, decreasing only marginally from 2.4% in 2016.
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  Rent

Rental costs are expected to account for an estimated 2.9% of revenue
in 2021.

 

  Utilities

Utility costs are expected to account for an estimated 0.5% of revenue
in 2021.

 

  Other Costs

Other costs include research and development expenditures, overhead
manufacturing costs, administrative costs, inventory write-downs and
provisions for debts. These other costs are expected to account for
22.1% of revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Many products in the Canadian Telecommunications Networking
Equipment Manufacturing industry are relatively homogenous with similar
functionalities, which has resulted in intense price-based competition.

Companies that offer low prices for products are likely to increase sales among price-sensitive consumers.
Furthermore, discount pricing for large companies is also a means to bring in more enterprise sales, and companies
with the scale to offer tiered pricing models are better positioned to capitalize on this lucrative market. Product
quality and performance, compared with products at similar price points, can provide users with additional utility or
lower costs of ownership, and therefore represents a point of competitive differentiation as well.

Competition among industry players is fierce because of the high level of import competition that characterizes the
industry and the diminishing utility of wired telecommunications equipment compared with wireless options.
Therefore, branding and client relations have become exceedingly important in retaining customers and gaining new
ones. In addition, top players are expected to continue investing heavily in client relations to keep customers,
diversifying to provide ancillary services, such as maintenance and repair solutions. International competition is the
most significant threat to demand for industry products. Telecommunications and networking products manufactured
overseas are less expensive to purchase, which makes them more desirable to consumers and businesses. Lower
cost foreign devices have satisfied an increasing share of demand for telecommunications networking equipment
over the five years to 2021. Competition from imports is expected to continue to weigh heavily on industry demand.

There are numerous standards and technologies in the communications sector, making compatibility of products a
crucial element of design. The ownership of intellectual property is also important and can be protected through
patents, trademarks, trade secrets and copyrights. Strategic alliances are often used to fill in product and service
gaps and to augment access to potential customers.

EXTERNAL COMPETITION

Most external competition comes from technological changes that have
rendered many of the industry's products obsolete.

Products such as facsimile machines, many telephone sets and answering machines have lost ground to new and
more efficient products that fall outside the scope of this industry. This has forced many operators to specialize or
exit the industry, which has perpetuated the downfall of the industry.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Decreasing
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  Barriers to entry regarding the Canadian
Telecommunications Networking Equipment
Manufacturing industry are high because the level of
technological change in the industry is great and requires
players to significantly invest in research and
development. Further, operators require highly paid and
experienced computer scientists, programmers and
electrical engineers to design and develop new products.
As a result, funding labour is a substantial barrier to entry.

Furthermore, large operators in Canada and overseas
have greatly developed their reputation and brands over
the five years to 2021. This has put companies in a strong
position to offer all-in-one solutions to customers, either
by themselves or via strategic alliances with other players.
These operators also have the ability to offer a wide range
of products and often acquire companies with products
that complement current product offerings. Some of these
large companies also have well-developed sales and
distribution networks, which can be important in the
enterprise market and for high-volume products that are
purchased by a large number of users. Competition from
recognized brands and vertically integrated manufacturers
with service departments may serve to inhibit industry
participation.

Plus, economies of scale and scope can lower costs and
provide sales opportunities, and this is difficult for a new
entrant to replicate. In addition, market knowledge and
representation can be important in accessing offshore and
local markets. Large multinational communication
equipment companies have significant marketing
resources and can provide vendor financing and have
strong relationships with large customers.

Barriers to entry in the industry may be falling due to a
commoditization of technologies and a breakdown of the
benefits of vertical integration. Independent
manufacturers now offer the integrated circuits and
software that drive some equipment while larger
companies have been increasingly focused on assembly
rather than component manufacturing. Production can
also be outsourced to specialist contract electronics
manufacturers, usually in low labour cost countries,
although domestic contract manufacturers do exist and
are increasingly accumulating market share. This means
that the value chain is being partitioned into specialist
companies, which provides a viable opportunity for new
entrants.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Decline  

Technology Change High  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  Globalization is very high in the Canadian Telecommunications Networking Equipment Manufacturing industry. Several
large players participate in this industry on a global scale and are primarily located abroad, importing industry products
and supplying ample competition for domestic producers. The high level of research and development (R&D) investment,
the specialist nature of many industry products and the high levels of competition in this industry require successful
operators to leverage global footprints to bolster sales and achieve significant economies of scale. Important to note is the
growing salience of contract manufacturing operations, evidenced by previous major player Mitel Networks Corporation
(Mitel), which no longer manufactures its own products and relies instead on contract manufacturers such as Celestica
Inc. and Sanmina Corporation, among others. As a result, Mitel is a significant source of competition for operators, but is
ultimately external to the industry. This trend catalyzes an increase in globalization activity by centralizing R&D initiatives
domestically and outsourcing production to regions with lower labour costs.
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Major Companies

Major Players Circa Enterprises Inc.

Market Share: 11.8%

  Circa Enterprises Inc. (Circa) produces enclosures and electrical equipment and is based in Calgary. Circa was first
established in 1985 and is segmented into three key divisions, including Circa Telecom, Circa Metals and Hydel
Enterprises divisions, although only its telecom division is considered industry-relevant. The company generated
$30.4 million in total revenue in 2019 (latest data available); however, a large portion of the company's telecom
segment is not considered relevant to the industry.

Moreover, it is important to note that Circa only recently joined the Canadian Telecommunications Networking
Equipment Manufacturing industry through its 2017 acquisition of Guardian Telecom Inc. (Guardian Telecom). Also
located in Calgary, Guardian Telecom primarily manufacturers telephone systems, both analogue and Voice over
Internet Protocal, talkback systems, intercoms, public address systems, pagers, beepers, acoustic booths and
loudspeakers, among other products, most of which are considered relevant to the industry's range of operations.
Guardian Telecom also offers its downstream consumers custom telecommunications solutions and services for its
key markets in the security, energy, utilities, infrastructure, manufacturing, recreation and transportation sectors.

Financial performance

The company only recently joined the Canadian industry in 2017, in which it only generated revenue between July
and December 2017. As a result, Circa's industry-relevant revenue is expected to grow an annualized 37.3% to
$11.7 million between 2017 and 2021. Similar to Sangoma Technologies Corporation, Circa, through its Guardian
Telecom acquisition, has only recently recovered from its particularly unprofitable years that characterized the
beginning of the reporting period. Rising profitability during the period as a whole is expected to bolster the
company's market share over the coming years through investment in research and development in particular.
Between 2017 and 2021, the company's industry-relevant operating profit has increased despite the company's
uneven performance overall; however its industry-relevant operating profit, measured as earnings before interest
and taxes, is likely to decline 911.8% in 2021 alone due to operating at a loss in 2020 as a result of the COVID-19
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(coronavirus) pandemic affecting operations.

 
Circa Enterprises Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 2.4 N/C 0.3 N/C
2018 12.0 395.2 1.0 238.8
2019 11.9 -1.0 0.9 -15.6
2020 11.6 -2.2 -0.1 -111.4
2021 11.7 0.4 0.8 -911.8

Source: Annual Report and IBISWorld
Note: *Estimates; **Industry-relevant years

Sangoma Technologies Corporation

Market Share: 7.4%

  Founded in 1984, Sangoma Technologies Corporation (Sangoma) is a provider of hardware and software for voice
over internet protocol (VoIP) based in Toronto. The company operates in the industry through its products segment,
which includes industry-relevant products, such as phones, phone systems, gateways and multiplexers. Additionally,
the company provides its solutions to a wide array of consumers including small- and medium-sized businesses,
enterprises, original equipment manufacturers and service providers. The company maintains operations in both
Canada and the United States and generated $57.3 million in revenue in 2018 across all business segments (latest
data available).

The company has grown through its organic expansion and acquisition activity. In June 2017, the company
announced the acquisition of VoIP Supply LLC (VoIP Supply), a leading IP communications provider. VoIP Supply,
based in Amherst, NY, will likely enhance the capacity of Sangoma, in addition to opening the company to a larger
customer base. The transaction closed in July 2017 and VoIP now operates as a separate subsidiary of Sangoma
and has helped in bolstering the company's presence in the industry. Further, in January 2018, Sangoma purchased
Dialogic Corporation's Converged Communications division, which further strengthened the company's market share
from when it faltered in 2017 and 2018.

Financial performance

Due to the highly fragmented nature of the industry, Sangoma is not estimated to hold a substantial market share.
However, the company has nevertheless proven to be one of the larger and more competitive players in a long-
declining industry. The company's expanding operations, acquisition activity and international presence have all
demonstrated the company's resilience in a rocky industry. The company's industry-relevant revenue is expected to
grow an annualized 0.3% to $7.3 million over the five years to 2021. Although Canada's share of total revenue has
declined significantly since the company has increased its focus on the United States, it has performed well in the
domestic industry and has been able to increase its exports from Canada. The company's operating profit has also
increased over the five years to 2021, despite declining 31.2% in 2020 alone.

 
Sangoma Technologies Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 7.2 N/C 0.1 N/C
2017 4.6 -36.7 0.2 88.6
2018 3.9 -15.3 0.3 26.1
2019 6.4 66.2 0.4 31.1
2020 7.1 10.1 0.3 -31.2
2021 7.3 3.2 0.3 2.8

Source: Annual Report and IBISWorld
Note: *Estimates
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Telecommunications Networking Equipment
Manufacturing industry in Canada is characterized by a low
level of capital intensity overall, especially amid the
industry's long-running trend of decline when compared
with historical levels. The industry is expected to spend
$0.07 on capital for every $1.00 spent on labour in 2021.
Manufacturers in this industry require highly sophisticated
development labs with the latest equipment; however,
industry players commonly use outsourced manufacturing
strategies, helping to limit capital requirements and
enabling operators to focus on research and development
and more labour-intense activities, ultimately keeping the
industry's level of capital intensity low. Furthermore,
industry operators require some highly paid and
experienced computer scientists, programmers and
electrical engineers to design and develop new products,
further keeping the industry's level of capital intensity from
reaching a higher level during the current period.
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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.

Very Low Innovation
Concentration

Very
Unlikely

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.

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

Very Low Rate of Entry Very
Unlikely

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

Very High Market
Concentration

Very Likely 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 industry is experiencing a low level of both the rate of new patents and the concentration of patents in the industry.
This creates an environment where the threat of new technologies driving disruption is low.

There are both significant barriers to entry and a low rate of new entrants in this industry. This combination of factors
dampens the threat of innovative players disrupting the industry structure.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

There are many technological developments that have disrupted the industry
by making many major products obsolete, which has driven the long-term
decline of the Telecommunications Networking Equipment Manufacturing
industry in Canada.

Products such as facsimiles, cordless telephones, answering machines and telephones sets have been replaced by
wireless communication equipment and technology. As a result, industry operators have shifted to providing high value-
added products that are still important for businesses in their offices, such as wide and local area network communication
equipment, routers, modems and similar products. The technological disruptors are expected to persist over the five years
to 2026 as new technological advancements in the wireless communications equipment industries continue to grow.

The level of technology change is    High

  The product base for the Canadian Telecommunications Networking
Equipment Manufacturing industry is reliant on considerable technological
change to remain competitive, fuelled by advances in computer, information
technologies and communications platforms.

Accordingly, expenditure on research and development (R&D), to protect existing customer bases and generate growth is
high. There are rapid advances in the technology embedded in manufacturing components. Accordingly, most major
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manufacturers have prioritized R&D initiatives over everything else, sometimes eliminating manufacturing activities
completely. The trend toward contract manufacturing in this industry has been a notable change. Contract manufacturers
tend to have a relatively low technological base but strong production skills and efficiencies. This transition is evidenced by
Mitel Networks Corporation, previously a major player in the industry, which outsourced the entirety of its production
capacity to various contract manufacturers, such as Sanmina Corporation and Celestica Inc., among others.

Communications service providers have introduced new transmission technologies with fibre-optic cables rapidly replacing
copper. Although fibre technology was first used for interoffice transmission facilities, the technology has now been
deployed to end users, such as residential households. Optical transmission repeaters are used at locations along fibre-
optic cables that span long distances to strengthen the signal. Synchronous optical transmission systems use traditional
optical standards, including the Synchronous Optical Network (SONET) standard, the most common standard in North
America and some countries in Asia. This standard defines the format for converting electronic signals into light signals and
vice versa. Traffic growth has driven networks to achieve increased transmission speeds. The mix of high bandwidth traffic
and an increased focus on controlling network costs have also driven a transition in the industry. More efficient, converged,
multipurpose Ethernet and IP-based network architectures are replacing multiple, disparate networks based on SONET.

Accordingly, voice over internet protocol (VoIP) telephony services have become a standard in business applications and
operators that continually adapt to this environment by manufacturing products that run parallel to these developments are
poised to benefit from these technological trends. VoIP systems connect telephones through broadband internet
connections and provide a more secure connection while also expanding the potential for call transferring and conference
calls. Since businesses are integral clients for industry operators, the ability to provide solutions has catalyzed
developments in VoIP and intercom services through these networks.

The introduction of telephone and data services using private intranets and the public internet has promoted demand for
data communications equipment. Demand for these services has resulted in mergers between data communications
equipment and telecommunications-switching equipment manufacturers. IBISWorld anticipates that telephone company
incumbents will likely move toward fibre to the home networks and ultimately converge all networks into one IP-based next
generation network.

The move toward digital equipment has provided greater opportunities for computer hardware and software companies to
expand into this industry. However, this shift has been implemented at the expense of traditional telecom equipment
suppliers. The importance of software as a component of this industry's products is increasing. Telecommunications
technology is evolving rapidly and erratically, which increases risk and uncertainty for industry operators. Therefore, to
remain competitive, new products that are created to be compatible with new broadband technologies will likely be
essential for long-term success in this industry.

Revenue
Volatility

The level of volatility is    High

  Over the past decade, manufacturing of products in the Canadian
Telecommunications Networking Equipment Manufacturing industry has
shifted overseas at a rapid rate.
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This rising trend of outsourcing has negatively affected domestic networking equipment manufacturing as manufacturers
have closed domestic plants in favour of contract manufacturing out of Asian trade hubs. However, since Nortel Networks
Corporation exited the industry prior to the five years to 2021, the industry has begun its recovery, due primarily to high
revenue growth in 2017.

The industry is thus characterized by a high level of revenue volatility. Exemplifying this, industry revenue grew 28.9% in
2017, though it had declined 16.1% the year prior. Historically, revenue declined from more than $4.3 billion in 2007 to
$75.1 million in 2013, prior to the beginning of the current period, which demonstrates the extent of revenue volatility in the
industry over a wider time frame. Most of this volatility has been exacerbated by the low revenue base. Over the five years
to 2021, industry revenue has fluctuated an average of 18.3% year-over-year.

Revenue for this industry is highly correlated with corporate profit and investments and therefore suffered from a lack of
demand during the US financial crisis, as a significant percentage of revenue stems from exports to the US. Rather than
suffering a cyclical decline, companies in several industries instituted broad layoffs and downsizing efforts, thus reducing
demand for IT infrastructure and finding the necessary products from lower-cost imports. This type of import competition
continues to mire the industry, but the remaining players have adapted to this economic environment, thereby contributing
to industry expansion during the current period overall. Moreover, many of the industry's products have become obsolete
amid shifts in technology.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

Innovation, Science and Economic Development Canada (ISEDC) is the
government department responsible for regulating the Telecommunications
Networking Equipment Manufacturing industry in Canada.

Section 5 of the Radiocommunication Act and Section 69.3 of the Telecommunications Act gives the Minister of Industry
the authority to develop technical standards and to ensure that telecommunications equipment meet these standards. All
telecommunications equipment entering Canada must meet the applicable ISEDC technical standards and marking
requirements. Manufacturers must ensure that all ISEDC-regulated telecommunications equipment deployed in the
Canadian marketplace has been certified and complies with Canadian regulatory standards. Equipment sold in the
Canadian marketplace must also continue to meet those standards during the entire product life cycle. Technical regulatory
standards for telecommunications networking equipment are developed through the Terminal Attachment Program
Advisory Committee.

Furthermore, the Canadian Radio-Television and Telecommunications Commission (CRTC), while directly responsible for
downstream operators in broadcasting and telecommunications carriers industries, can also indirectly influence industry
operations. The CRTC monitors pricing, intellectual property and content, which can serve to limit or expand downstream
demand. Any regulation that restricts downstream broadcasting and telecommunications industries is expected to inevitably
have upstream ramifications.

Industry
Assistance

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

Operators in the Canadian Telecommunications Networking Equipment
Manufacturing industry are reliant on international trade to supplement
domestic demand.

Accordingly, the single greatest avenue for industry assistance comes in the form of free trade agreements that foster
export activity. The federal government's aggressive pursuit of free trade agreements, which reduces or eliminates tariffs
and other obstacles to international trade, has been a boon for industry operators. However, ongoing trade negotiations
between Canada and the United States, the industry's primary trading partner, may pose a threat to bilateral trade relations
over the coming years. Plus, there are numerous government incentives at the federal, provincial and municipal level that
support new businesses. Nonetheless, there are currently subsidies or tax incentives that are specific to industry
operations.

Outside of government assistance, industry operators can seek support from various trade associations. For example, the
Canadian Electrical Manufacturers Representatives Association (CEMRA), a division of the Electrical Council, is a trade
association of independent sales representatives that offer assistance to electrical manufacturers. Additionally, the
Electrical Council (EC) represents the interests of manufacturers, distributors and manufacturers' representatives in
Canada. Finally, the Consumer Electronics Marketers of Canada (CEMC), a division of Electro-Federation Canada, is a
nonprofit industry council that represents leading manufacturers of consumer electronics and serves as the industry voice
on legislative, regulatory and public policy matters.
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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)

Number of
fixed

broadband
connections

(Million)
2012 138 46.6 60.0 56.0 665 73.5 5,014 39.3 5,079 11.7
2013 75.1 11.8 66.0 61.0 302 34.6 4,964 19.0 5,004 12.1
2014 105 37.7 69.0 63.0 520 41.7 5,139 34.6 5,202 12.6
2015 110 40.2 65.0 59.0 490 34.9 5,775 35.6 5,850 13.1
2016 91.9 35.7 64.0 58.0 361 25.5 6,047 28.0 6,113 13.4
2017 119 51.3 68.0 61.0 516 27.0 6,248 34.1 6,339 13.9
2018 107 43.3 67.0 60.0 497 15.9 6,527 32.2 6,618 14.3
2019 104 41.3 62.0 55.0 487 9.30 6,529 31.5 6,624 15.0
2020 101 32.4 62.0 55.0 481 15.7 6,246 31.0 6,332 15.4
2021 98.8 39.8 61.0 54.0 483 12.9 5,933 31.0 6,019 15.8
2022 96.6 39.0 59.0 53.0 475 12.1 5,791 30.4 5,876 16.1
2023 94.1 38.2 58.0 52.0 468 12.9 5,629 29.9 5,710 16.3
2024 92.3 37.7 57.0 51.0 465 12.1 5,504 29.6 5,584 16.6
2025 90.2 36.9 56.0 50.0 455 11.8 5,372 29.0 5,450 16.8
2026 88.6 36.2 55.0 49.0 447 11.8 5,263 28.5 5,340 17.0

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Number of
fixed

broadband
connections

(%)
2012 5.41 -0.22 -10.5 -11.1 13.7 -7.55 3.73 13.6 3.97 3.60
2013 -45.6 -74.7 10.0 8.92 -54.6 -52.9 -1.01 -51.7 -1.46 3.46
2014 39.4 219 4.54 3.27 72.2 20.5 3.51 82.1 3.94 3.91
2015 4.58 6.63 -5.80 -6.35 -5.77 -16.3 12.4 2.89 12.5 4.35
2016 -16.1 -11.2 -1.54 -1.70 -26.3 -26.9 4.71 -21.4 4.51 2.06
2017 28.9 43.7 6.25 5.17 42.9 5.88 3.32 21.8 3.70 4.01
2018 -9.63 -15.6 -1.48 -1.64 -3.69 -41.1 4.46 -5.58 4.39 2.69
2019 -2.71 -4.62 -7.47 -8.34 -2.02 -41.5 0.03 -2.18 0.09 4.69
2020 -2.79 -21.6 0.00 0.00 -1.24 68.8 -4.34 -1.59 -4.41 2.95
2021 -2.47 22.8 -1.62 -1.82 0.41 -17.8 -5.01 0.00 -4.93 2.25
2022 -2.23 -2.02 -3.28 -1.86 -1.66 -6.21 -2.40 -1.94 -2.38 1.94
2023 -2.59 -2.06 -1.70 -1.89 -1.48 6.61 -2.81 -1.65 -2.82 1.67
2024 -1.92 -1.31 -1.73 -1.93 -0.65 -6.21 -2.22 -1.01 -2.20 1.43
2025 -2.28 -2.13 -1.76 -1.97 -2.16 -2.48 -2.40 -2.03 -2.40 1.27
2026 -1.78 -1.90 -1.79 -2.00 -1.76 0.00 -2.04 -1.73 -2.03 1.07

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 33.7 98.7 53.2 208 28.5 11.1 59,098
2013 15.7 99.2 46.1 249 25.3 4.58 62,914
2014 36.0 98.8 39.8 201 33.0 7.54 66,538
2015 36.7 98.7 31.9 223 32.5 7.54 72,653
2016 38.8 98.9 27.7 255 30.5 5.64 77,562
2017 43.3 98.6 22.8 230 28.8 7.59 66,085
2018 40.4 98.6 14.8 215 30.1 7.42 64,789
2019 39.6 98.6 8.93 214 30.2 7.85 64,682
2020 32.0 98.6 15.5 211 30.6 7.76 64,449
2021 40.3 98.6 13.1 205 31.4 7.92 64,182
2022 40.4 98.6 12.5 203 31.5 8.05 64,000
2023 40.6 98.6 13.7 201 31.8 8.07 63,889
2024 40.8 98.6 13.1 198 32.1 8.16 63,656
2025 40.9 98.6 13.1 198 32.2 8.13 63,736
2026 40.9 98.6 13.3 198 32.2 8.13 63,758

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Electro-Federation Canada
http://www.electrofed.com

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

Employment and Social Development Canada
http://www.hrsdc.gc.ca

Canadian Manufacturers & Exporters
http://www.cme-mec.ca

Industry Jargon BROADBAND
A type of data transmission in which a single medium can carry several channels at once. It can concurrently
transmit data, audio and video over long distances.

CLOUD
An IT hosting and delivery system in which resources are no longer tethered to a user's physical infrastructure but
are delivered to and consumed by the user as an Internet-based service.

ETHERNET
The most common type of connection computers use in a local area network (LAN).

INTERNET PROTOCOL (IP)
A method by which data is sent from one computer to another on the internet.

INTERNET SERVICE PROVIDER (ISP)
A company that offers access to the internet using a data transmission technology that delivers IP packets, such as
dial-up, DSL, cable modem, wireless or dedicated high-speed interconnects.

RESEARCH AND DEVELOPMENT (R&D)
Creative work undertaken by a company to increase the stock of knowledge, which can then be applied to
developing a new product or improving an existing one.

SELF-OPTIMIZING NETWORK (SON) SOFTWARE
A system that enables mobile carriers to plan, configure, manage, optimize and heal cellular networks automatically,
according to real-time changing network demands.

TELEPHONY
The general use of equipment to provide voice communication over distances.

WIDE AREA NETWORK (WAN)
Wireline and wireless long-distance communications network that covers a wide geographic area, such as a state or
country, to connect LANs.

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.
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EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

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

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

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

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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