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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Canadian Communications Equipment Manufacturing industry is expected to decrease over the
five years to 2021, partially due to the COVID-19 (coronavirus) pandemic, but post growth in 2021. For more detail,
please see the Current Performance chapter.

· The average industry profit margin is expected to decrease during the period, partially due to the adverse
economic effects of the coronavirus pandemic. For more detail, please see the Cost Structure Benchmarks chapter.

· Demand from the industry's major markets is expected to fluctuate due to the coronavirus pandemic. For more
detail, please see the Major Markets chapter.

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

communications equipment, such as antennas, set top boxes, GPS systems, cell phones, satellite uplink
technologies and broadcasting equipment. This industry does not include the manufacturing of intercommunications
equipment or household audio and video equipment.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Transmitting-and-receiving antennas manufacturing

Cable TV transmission and receiving equipment manufacturing

Broadcast equipment (including studio) for radio and TV manufacturing

Cellular telephones manufacturing

Pagers manufacturing

Global positioning system (GPS) equipment manufacturing

Closed circuit TV equipment manufacturing

Space satellite communications equipment manufacturing

The major products and services in this industry are:

Radio station equipment

Wireless networking equipment

Other communications systems and equipment, including GPS

Broadcast, studio and related electronic equipment

Other
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Supply Chain

SIMILAR INDUSTRIES

Computer Manufacturing in
Canada

Telecommunications Networking
Equipment Manufacturing in
Canada

Semiconductor & Other Electronic
Component Manufacturing in
Canada

Navigational Instrument
Manufacturing in Canada

Wire & Cable Manufacturing in
Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Communication Equipment
Manufacturing in the US

Electronic Access Control System
Manufacturing

Communication Equipment
Manufacturing in Australia

Switching Equipment Manufacturing
in China

Communication Equipment
Manufacturing in China

Mobile Phone Manufacturing in
China

Smart Phone Manufacturing in
China

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

$1.7bn
Revenue

Annual Growth

2016–2021

-2.8%

Annual Growth

2021–2026

1.1%

Annual Growth

2016–2026

 

$134.1m
Profit

Annual Growth

2016–2021

-12.5%

  Annual Growth

2016–2021

 

7.9%
Profit Margin

Annual Growth

2016–2021

-5.5pp

  Annual Growth

2016–2021

 

176
Businesses

Annual Growth

2016–2021

-1.5%

Annual Growth

2021–2026

0.0%

Annual Growth

2016–2026

 

5,609
Employment

Annual Growth

2016–2021

-3.7%

Annual Growth

2021–2026

0.2%

Annual Growth

2016–2026

 

$460.0m
Wages

Annual Growth

2016–2021

-0.5%

Annual Growth

2021–2026

0.4%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

-0.8%
Demand from plastics product
manufacturing

3.0%
Demand from wireless
telecommunications carriers

2.7%
Total value of world trade

1.3%
Consumer spending

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Barriers to Entry
High / Decreasing

MIXED IMPACT

  Revenue Volatility
Medium

NEGATIVE IMPACT

  Life Cycle
Decline   Industry Assistance

Low / Steady

  Regulation & Policy
Heavy / Steady   Technology Change

High

  Industry Globalization
High / Increasing   Competition

High / Increasing

 

Key Trends

 The number of establishments is expected to fall despite
players attempting to distinguish themselves

 Increased competition has come about due to the United
States

 The continued proliferation of the iPhone has hindered
industry growth and profit

 Wireless service providers are expected to intensify their
demand for industry products

 External competitors are entering the market of satellite TV
providers

 High-end exports may experience increased competition in
overseas markets

 The industry's average profit margin has benefited from
increased geographic specialization
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Capital Requirements

  High & Decreasing Barriers to Entry

  Low Volatility

  High Profit vs. Sector Average

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Decline Life Cycle Stage

  High Imports

  High Customer Class Concentration

  High Product/Service Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Total value of world trade

   

THREATS

  Demand from wireless telecommunications carriers

  Very Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth
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Executive Summary Call waiting: A depreciating Canadian dollar is expected to drive revenue
growth

The Communications Equipment Manufacturing industry in Canada has suffered from volatile downstream demand,
which has slowed overall over the five years to 2021. The industry manufactures radio and TV broadcasting
equipment, in addition to wireless communications equipment such as cellphones. An appreciating Canadian dollar,
combined with high import penetration and the release of the popular iPhone, a strong competitor to the industry's
products, have prevented the industry from experiencing revenue growth. Subsequently, industry revenue is
expected to decrease at an annualized rate of 2.8% to $1.7 billion over the five years to 2021, including an
anticipated rise of 1.6% in 2021 alone. However, this fall in revenue has been further exacerbated by the adverse
economic effects from the COVID-19 (coronavirus) pandemic.

Alongside contracting revenue, the average industry profit margin has decreased due to rising wages and import
penetration. As a result, industry profit, defined as earnings before interest and taxes, has decreased, falling from
13.4% of revenue in 2016 to 7.9% in 2021. Over the past five years, industry operators have begun outsourcing their
low-skilled manufacturing activities to countries that pay their workers lower wages, therefore encouraging industry
revenue growth. The value of imports, especially from China, which is the most significant manufacturer of Apple
Inc.'s iPhone, is anticipated to rise an annualized 2.6% to $10.1 billion over the five years to 2021. Exports were
negatively affected by the growing Canadian effective exchange rate index, ultimately leading to declining exports,
which will likely fall at an annualized rate 3.8% to $1.2 billion over the past five years.

Quality innovation, stimulated by increasing demand from wireless telecommunication carriers, is expected to aid the
industry's recovery over the five years to 2026. In addition, an anticipated economic recovery after the coronavirus
pandemic will drive revenue during the outlook period. Revenue is thus expected to increase at an annualized rate
of 1.1% to $1.8 billion over the next five years, as demand from downstream consumers is expected to increase
during the outlook period. In addition, a depreciating Canadian dollar is also expected to drive revenue growth as
exports are projected to grow an annualized 1.3% to $1.3 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Demand from wireless telecommunications carriers

Manufacturers in the Canadian Communications Equipment Manufacturing industry provide wireless
telecommunications services to mobile devices via owned and operated switching and transmission facilities that
use this industry's equipment to support their infrastructure. Demand for communication equipment products is
expected to rise in 2021, representing a potential opportunity for the industry.

 

Consumer spending

Consumer spending measures the total amount spent by Canadians on services and new goods, as well as the net
purchases of used goods, both domestically and abroad. Consumer spending rates influence capital investment on
industry products, which influences downstream communications industries' revenue. Consumer spending is
expected to increase in 2021.

 

Total value of world trade

The total value of world trade represents the value of all goods and services traded over international borders in a
given year. Many industry operators outsource their manufacturing when the total value of world trade increases.
The total value of world trade is expected to rise in 2021, posing a potential threat to the industry.

 

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 its trading partners. As the Canadian dollar depreciates, foreign goods
become more expensive and less attractive on the Canadian market. The CEER index is expected to grow in 2021.

 

Demand from plastics product manufacturing

Operators in this industry manufacture a range of laminated plastic shapes, plates and sheets that are part of the
supply chain of the communications equipment manufacturers. Changes in the prices of plastic may affect industry
operators. Demand from plastics product manufacturing is expected to increase in 2021.
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Current
Performance

Increasing competition from abroad, an appreciating Canadian dollar and
a growing need for wireless equipment have all contributed to the
performance of the Communications Equipment Manufacturing industry
in Canada over the five years to 2021.

This industry manufactures broadcasting and other wireless equipment, and distributes these items to
communications service providers, radio and TV broadcasters, installers, retailers, wholesalers and foreign
companies. The industry has experienced global restructuring challenges, and as a result, industry revenue is
expected to decrease at an annualized rate of 2.8% to $1.7 billion over the five years to 2021. This includes an
anticipated rise of 1.6% in 2021 alone. The growth in 2021 can be mainly attributed to the expected economic
recovery after the COVID-19 (coronavirus) pandemic, which caused trade and revenue to decrease substantially in
2020.

REVENUE SUFFERS

Consumer spending, which measures the total amount spent by
Canadians on services and new goods both domestically and abroad, has
increased an annualized 1.3% over the five years to 2021.

However, notably slow growth among the industry's trading partners has limited the industry. Since consumers were
increasing their spending on downstream industry products, revenue rose 1.7% in 2016 despite a drop in exports
due to a slightly stabilizing dollar. Exports decreased 3.0% in 2016 due to downstream industries in the United
States cutting their capital expenditures and importing from countries with low labour costs. The release of Apple
Inc.'s (Apple) iPhone every year beginning in 2007 has also stifled industry revenue in many of the years following,
as Canadian manufacturers struggled to keep up with the rapid technological advancements due to deficient
investments in research and development (R&D). Plus, revenue decreases during the latter half of the period are
underscored by a decline of 15.5% in 2020 overall. This decrease is mainly due to the adverse economic effects of
the coronavirus pandemic and resulting decline in exports in 2020.

Additionally, while the industry's US counterpart rapidly began to outsource and offshore low-skilled positions to
countries with low labour costs, communications equipment manufacturers in Canada were much slower when it
came to taking advantage of this new trend. Consequently, industry employment is expected to fall an annualized
3.7% to 5,609 people over the five years to 2021 as industry revenue contracted as a whole. In recent years,
manufacturers have begun outsourcing the more manual positions to focus more heavily on high-end products and
research, contributing to the fall in employment. Additionally, the number of establishments is also expected to fall
slightly, decreasing an annualized 1.5% to 185 locations over the five years to 2026, despite many players
attempting to distinguish themselves with specialized product lines.
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WIDENING DEFICIT

Increased competition has stemmed primarily from China and Vietnam,
two countries with some of the lowest labour costs, which has risen in
importance as a source for industry imports over the five years to 2021.

In addition, increased competition has also come about due to the United States, which is likely the result of the
country's well-established status as a key manufacturer of high-end products with strong R&D capabilities. With
Canadian demand for industry products continuing to grow, increased imports negatively has affected the sales of
domestic manufacturers. Therefore, the value of industry imports is expected to rise an annualized 2.6% to $10.1
billion over the five years to 2021, accounting for 95.6% of domestic demand in 2021, down from 95.2% in 2016.

China, the most significant manufacturing site for the iPhone, is expected to account for 66.6% of imports in 2021.
Furthermore, Vietnam is expected to account for 17.9% of imports, while the United States accounts for 7.4% of
imports and South Korea accounts for 2.6% of imports. Overall, the value of industry exports is expected to
decrease at an annualized rate of 3.8% to $1.2 billion over the five years to 2021 as the industry suffers compared
with its more successful foreign counterparts. Generally, both the industry's competition and geographic
specialization are increasing with respect to China and Vietnam, which are both low-wage countries, therefore
leading to the manufacturing of most electronic devices in those places and countries with high labour costs, such
as the United States and Canada, investing in R&D. With cost acting as an important basis of competition, Canada's
high wages along with its slow reactivity to outsourcing and investment in R&D, have consequently widened the
industry's notable trade deficit.

Furthermore, the Canadian effective exchange rate (CEER) index is expected to rise at an annualized rate of 1.5%
over the five years to 2021. Due to the Canadian dollar's appreciation, foreign goods have become relatively less
expensive on the international market, further enabling imports to penetrate domestic demand. This appreciation
has also caused Canadian-manufactured products to become relatively more expensive on the global market,
thereby decreasing the value of exports.

PROFIT GROWTH

The continued proliferation of the iPhone and other such smartphones
have hindered industry growth and profit.

Moreover, high wages, slowing demand and consumer spending on locally manufactured products have cut into
profit in the domestic and foreign markets. Increased demand from wireless communication carriers has mitigated
some of the more volatile factors. As a result of these challenges, profit, measured as earnings before interest and
taxes, has decreased from 13.4% of revenue in 2016 to 7.9% in 2021.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Canadian
effective

exchange rate
index

(Index)
2012 3,769 967 193 183 11,703 1,616 6,824 726 8,977 131
2013 2,781 851 200 190 11,087 1,478 6,935 715 8,239 127
2014 1,965 761 192 183 7,360 1,543 7,325 493 7,746 119
2015 1,920 671 195 186 6,575 1,548 9,584 470 9,956 110
2016 1,952 783 200 190 6,789 1,501 8,857 472 9,307 108
2017 1,984 788 198 189 6,314 1,584 9,802 461 10,201 110
2018 2,051 724 188 179 6,422 1,608 10,270 519 10,714 109
2019 1,979 777 191 182 6,380 1,609 9,992 526 10,362 109
2020 1,671 478 185 176 5,650 1,227 8,616 461 9,061 108
2021 1,698 630 185 176 5,609 1,236 10,062 460 10,523 117
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Industry Outlook
Outlook Due to the Canadian Communications Equipment Manufacturing

industry's status as one of the country's most globalized, and therefore
most vulnerable industries, continued import penetration is expected to
further hinder revenue growth moving forward.

Despite this continued import penetration, operators are projected to benefit from the expected economic recover
after the peak of the COVID-19 (coronavirus) pandemic. In addition, improving consumer spending, a declining
Canadian effective exchange rate (CEER) index and rising demand from wireless telecommunications carriers
(IBISWorld report 51721CA) are all expected to support rising industry revenue. Subsequently, IBISWorld projects
that industry revenue will increase at an annualized rate of 1.1% to $1.8 billion over the five years to 2026.

SHIFTING DEMAND

With an increasing number of fixed broadband connections in Canada,
paired with rising customer demand for wireless internet access, wireless
service providers are expected to intensify their demand for industry
products, and consequently, further increase their importance as one of
the industry's major downstream market segments.

Rising demand from wireless service providers, which have been shifting to broadband 5G wireless technologies, is
expected to increase the wireless equipment segment's share of revenue over the five years to 2026. The
widespread availability of 4G and LTE services has encouraged subscriber growth, while the move to 5G networks,
which offer high-speed transfer rates and a seamless interface with wireline backbone networks, will likely increase
capital expenditures and industry revenue. Industry employment is also expected to slightly increase as a result,
rising at an annualized rate of 0.2% to 5,678 workers over the five years to 2026.

CHANGING STRUCTURE

Operators have somewhat been lagging behind the United States in
research and development (R&D) and cutting costs through increased
outsourcing, and they will likely need to make some major changes over
the next five years.

Operators may need to significantly increase their R&D investment and offer a broader range of products. To invest
in product development, manufacturers must outsource their low-skilled positions to countries with low labour costs
and offshore operations. While industry players commence such structural changes, profit is expected to increase
slightly as operators begin to benefit from the lower labour costs.

With the exception of BlackBerry Limited, most operators have yet to take full advantage of the global restructuring
and geographic specialization of the Global Consumer Electronics Manufacturing industry (C2525-GL). Challenging
economic conditions encouraged a worldwide trend of specialization, with global companies cutting costs by
offshoring low-skilled and manual work to China, Mexico and Vietnam, while keeping high-end manufacturing and
R&D domestic. However, Canadian manufacturers were slow to embrace this trend and will likely continue
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struggling with this during the outlook period. Consequently, the number of industry enterprises is expected to
stagnate at 176 companies over the five years to 2026.

External competitors are also entering the market of satellite TV providers, threatening the industry and
communications equipment providers. R&D therefore remains necessary to anticipate the changing landscape of
satellite TV providers (51711bCA) and respond in an adequate and timely fashion. According to the Canadian
Radio-television and Telecommunications Commission, the total number of subscribers to cable and satellite
services fell for the first time in 2013, with much of the drop stemming from satellite subscribers choosing to stream
internet content instead. As consumers begin to favour online steaming and cut satellite dishes from their budgets,
revenue is expected to be pressured.

TRADE DEFICIT

Increasing import competition from abroad will likely continue to widen
the trade deficit at a faster rate.

However, as a result of a declining CEER index, import penetration is expected to slightly slow down over the next
five years. Subsequently, the value of imports is projected to fall at an annualized rate of 3.1% to $8.6 billion over
the five years to 2026. Imports are expected to account for 94.8% of domestic demand in 2026. By contrast, the
value of industry exports is expected to increase at an annualized rate of 1.3% to $1.3 billion over the next five years
as domestic goods become more affordable to countries abroad due to a depreciating loonie. This rise in exports is
also expected to raise industry revenue over the five years to 2026. As low-end industry products are increasingly
manufactured overseas, foreign markets for these products will likely shrink, while domestically produced high-end
products will likely account for an increasingly larger share of exports. However, even these high-end exports may
experience increased competition in overseas markets, as foreign manufacturers are also making inroads into high-
end production. In 2026, exports are expected to account for 73.6% of industry revenue.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Canadian
effective

exchange rate
index  (Index)

2021 1,698 630 185 176 5,609 1,236 10,062 460 10,523 117
2022 1,739 643 186 177 5,657 1,236 10,062 465 10,564 116
2023 1,763 649 187 177 5,683 1,269 9,667 468 10,160 115
2024 1,780 652 186 177 5,687 1,290 9,209 470 9,698 114
2025 1,797 657 186 177 5,702 1,305 8,887 472 9,378 113
2026 1,794 656 186 176 5,678 1,320 8,585 470 9,059 112
2027 1,572 584 176 168 5,179 1,321 8,211 425 8,462 112
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

IVA is declining compared with the Canadian economy

The industry is undergoing increasing consolidation among major players

The industry is experiencing increased import penetration

The Communications Equipment Manufacturing industry in Canada is currently in the decline stage of its economic
life cycle. Industry value added (IVA), which measures an industry's overall contribution to the broader Canadian
economy, is expected to decrease at an annualized rate of 1.8% over the 10 years to 2026, while Canada's GDP is
expected to increase at an annualized rate of 1.9% during the same period. IVA growth that is significantly slower
than that of the national economy in aggregate is one of the classic hallmarks of a declining industry. In addition,
there are other characteristics of the industry that cement its status as one that is in decline, primarily its increasing
consolidation among major players, in addition to the increasing import penetration that the industry is experiencing
across the board.

IVA growth has been hampered by heavy competition from abroad, which has caused significant import penetration
over the five years to 2021. In 2021 itself, industry imports are anticipated to satisfy 95.6% of domestic demand for
the industry's products, and in 2026, imports are also projected to satisfy 94.8% of domestic demand. Moreover, the
industry's electronics equipment manufacturers have resisted the trend of outsourcing low-skilled labour to foreign
countries with lower wage costs until more recently. Industry players were also slow when it came to embracing
rapid technological changes, not investing enough into research and development (R&D). Though industry operators
will increase their investment in R&D moving forward, some of the damage has already been done. Plus, the
industry has begun to consolidate more consistently, with industry enterprises decreasing an annualized 0.8% over
the 10 years to 2026.

Over the five years to 2026, increasing demand from wireless telecommunication carriers will be at the forefront of
increasing industry revenue. Radio and TV broadcasting, however, is expected to suffer due to consumers
streaming their programs online. Advances in communication technology, as well as the rapid migration to 5G
networks and mounting demand for faster and more powerful mobile communication, will lead to new products that
will likely temper the industry's expected decline during the 10-year period.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Wireless Telecommunications Carriers in Canada

Radio Broadcasting in Canada

TV Broadcasting in Canada

Cable Networks in Canada

2nd Tier

Consumers in Canada

Key Selling Industries
1st Tier

Computer Manufacturing in Canada

Computer Peripheral Manufacturing in Canada

Other Plastic Product Manufacturing in Canada

Telecommunications Networking Equipment
Manufacturing in Canada

2nd Tier

Circuit Board & Electronic Component Manufacturing in
Canada

Semiconductor & Other Electronic Component
Manufacturing in Canada

Products & Services

  Operators in the Communications Equipment Manufacturing industry in
Canada are continuously working on developing new products and
product lines to keep up with the latest, most relevant technologies.

However, even with new product innovations, the industry's products still fall under clearly segmented categories,
such as radio station equipment, wireless networking equipment and broadcast, studio and related electronic
equipment.

RADIO STATION EQUIPMENT

Radio station equipment is the largest product segment in the industry,
expected to account for 55.0% of revenue in 2021.

Radio station equipment includes equipment for space, airborne, marine, earth and fixed-based stations. This
segment also includes mobile-based stations. Many other non-broadcast types of radio stations exist, including base
stations for police, fire and ambulance networks, military base stations, dispatch base stations for taxis, emergency
broadcast systems and amateur, low power radio systems. Digital radio and high-frequency (HF) digital radio
transmits combine digital and analogue signals and require an HF digital receiver. Satellite radio is a digital radio
signal that is broadcast by a communications satellite. While satellite radio covers a much wider geographic range
than more traditional terrestrial grade radio signals, satellite radio requires a specific receiver. Still, more auto
manufacturers are including satellite radio as an option in vehicles. Overall, this segments' share of industry revenue
has increased over the five years to 2021.

WIRELESS NETWORKING EQUIPMENT

Wireless networking equipment is expected to account for 6.1% of
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industry revenue in 2021.

This category includes cellular base stations that provide radio links that transmit and receive cellular subscriber
calls and manage hand-offs as customers switch from cell to cell. It also includes cellular mobile telephone switching
equipment, which is responsible for connecting radio base stations to public voice and data networks, cell phones,
Wi-Fi public equipment and WiMax equipment. Additionally, demand from wireless telecommunications carriers has
been steadily increasing and is expected to continue rising. However, the increasing competition from imports has
caused this segments' share of revenue to slightly decrease over the five years to 2021.

Nowadays, cell phones are used for more than making calls. Most modern cell phones take high-quality photos, play
music and videos, send e-mails and provide an array of applications for business and leisure. The increasing
capacity and capability of networks and mobile devices to provide new services is driving their demand, but most
production is conducted in countries with low labour costs.

BROADCAST, STUDIO AND RELATED ELECTRONIC EQUIPMENT

The broadcast, studio and related electronic equipment segment is
expected to account for 6.6% of revenue in 2021, and has decreased
during the current period.

This segment includes audio equipment, video equipment, radio and TV transmitters, cable TV master antenna and
CATV equipment, closed circuit TV systems and equipment and broadcasting transmitting antennae. As the change
to digital is nearing completion, this segment will likely begin to account for less of the industry's revenue moving
forward.

OTHER COMMUNICATIONS SYSTEMS AND EQUIPMENT, INCLUDING GPS

In 2021, the other communications systems and equipment segment is
expected to account for 27.8% of the industry's revenue in 2021, and
therefore comprises the second-largest product segment after broadcast,
studio and related electronic equipment.

The other communications systems segment primarily includes satellite communication equipment, global
positioning system (GPS) equipment and microwave communications equipment. Lastly, the other category is
expected to account for the remaining 4.5% of industry revenue in 2021.

Demand
Determinants

Demand for products in the Communications Equipment Manufacturing
industry in Canada is heavily influenced by the fluctuating, but generally
increasing demand from downstream industries, such as
telecommunication carriers and TV and radio broadcasters.

These industries are in turn influenced by the global economy, especially that of Canada, the United States and
Europe, as well as by new technologies. To this end, negative events that influence economic certainty worldwide,
such as the COVID-19 (coronavirus) pandemic, also act as indirect determinants of demand for the domestic
Communications Equipment Manufacturing industry.

An increasing number of broadband connections in Canada and strengthening demand for high-speed internet data
and image transferring capabilities are creating high capital investments from communications network operators
and TV and radio broadcasters. Operators purchase the industry's products when they need to either expand or
improve their respective infrastructures. Demand for TV and radio broadcasting has been decreasing over the past
five years, largely due to declining advertising revenue and an increasingly fragmented media environment. Demand
is expected to slightly recover as economic conditions are expected to improve over the five years to 2026.
Ultimately making demand for the industry's communication equipment volatile. Strong growth of mobile subscribers
promotes the construction of new infrastructure and additional network capacity.

High demand for mobile devices, which is cutting into demand for more traditional GPS systems, is determined by
the introduction of new products, price and consumer spending. Lower-end products are especially vulnerable to
fierce competition on the part of foreign competitors. New technologies, however, such as 5G wireless networks,
stimulate demand for new equipment and infrastructure upgrades.
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Major Markets

  The Communications Equipment Manufacturing industry in Canada
primarily sells radio and TV broadcasting and wireless networking
equipment to downstream broadcasters and wireless carriers.

  The industry also sells directly to installers and governments through various retail and wholesaling channels and
through foreign markets.

COMMUNICATION SERVICE PROVIDERS

Communication service providers are the largest industry market other
than exports, and are expected to account for 12.3% of industry revenue
in 2021.

This segment's share of revenue has increased over the five years to 2021 as exports' share of revenue has
decreased at a quicker pace. Downstream communication service providers primarily acquire the industry's
equipment for their networks and mobile handsets, which are then sold to those individual companies' own
consumer bases. These sales typically increase when consumers increase their rates of subscription to cable, radio
and other services that are provided by the industry. This happens when consumers demand newer forms of
technologies, requiring infrastructure upgrades, in addition to when consumers move into formerly uninhabited
territories. This segment is also expected to grow over the five years to 2026 along with a growing percentage of
Canada's population requiring cellular services and the increasing number of fixed broadband connections
domestically. However, growth in this segment has been muted somewhat due to the ongoing COVID-19
(coronavirus) pandemic, as the supply chain shortages have impeded the effective manufacturing of the industry's
communication devices.

RADIO AND TV BROADCASTERS

Radio and TV broadcasters acquire broadcasting equipment from single
products to end-to-end systems, including nationwide networks with
hundreds of transmitters.

While TV broadcasters have almost fully transitioned from analogue to digital technology, some local radio
broadcasters have not yet made the switch. Radio and TV broadcast equipment sales rise when service providers
extend their scope of service and geographic reach. However, since much of this equipment is not new and does
not currently require any upgrades or replacements, this segment is expected to decline as a share of industry
revenue over the five years to 2021. In 2021, radio and TV broadcasters are projected to account for 6.6% of
industry revenue.

INSTALLERS, RETAILERS AND WHOLESALERS

Retailers and wholesalers acquire mobile handsets, two-way radios and
other wireless receivers and antennae for sale into consumer and
business markets.

Installers, retailers and wholesalers are expected to account for 5.6% of industry revenue in 2021. This market has



Communications Equipment Manufacturing in Canada October 2021

20 IBISWorld.com

remained relatively flat and stable over the past five years, fluctuating in line with overarching industry trends.
Additionally, this market has experienced a boom of imports as manufacturing activities have been outsourced to
countries with lower wage costs.

EXPORTS

Exports are expected to account for 72.8% of industry revenue in 2021.

Industry exports have decreased at an annualized rate of 3.8% over the past five years, aided by the appreciation of
the loonie which effectively causes domestic goods to become more expensive compared with goods abroad.

GOVERNMENT AGENCIES

Canadian government agencies currently account for the smallest portion
of the industry's revenue, at an estimated 2.7% in 2021.

Demand from federal government agencies for communication equipment has been increasing over the past five
years, mainly due to the falling level of Canadian exports as a share of total industry revenue. Some federal
agencies require advanced communication equipment, such as satellite-based communication systems, radar
processors, voice switching and control systems. Military communication equipment is also required.
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International Trade Exports in this industry are    High and Decreasing

Imports in this industry are    High and Increasing

Imports

Imports in the Communications Equipment Manufacturing industry in Canada have risen at an annualized rate of
2.6% to $10.1 billion over the five years to 2021, which has enabled them to account for 95.6% of domestic demand.
The countries from which Canada imported the most industry products were China, accounting for 66.6%; Vietnam
(17.9%); the United States (7.4%); and South Korea (2.6%). China and Vietnam in particular have been rising as the
industry's topmost import sources due to an increasing amount of offshore activity caused by the low wages of both
countries. In addition, despite the COVID-19 (coronavirus) pandemic in 2020, imports from China and Vietnam have
still been able to increase, while imports from the United States have steadily declined over the five years to 2021.
Over the five years to 2026, industry imports are anticipated to decrease an annualized 3.1% to $8.6 billion as the
Canadian dollar is expected to slightly depreciate, making products abroad more expensive for operators.

Exports

Industry exports are estimated to have decreased at an annualized rate of 3.8% to $1.2 billion over the five years to
2021. The industry's main export sources are the United States, which accounts for 64.8% of all industry exports;
Germany (3.7%); China (5.1%); and France (3.4%), with all other countries accounting for the remaining 23.0%. The
decrease in exports can be mainly attributed to the expected appreciation of the Canadian effective exchange rate
(CEER) index, which is forecast to increase an annualized 1.5% over the five years to 2021. This growth makes
Canadian goods more expensive for countries abroad, thus causing their share of exports to decrease. In addition,
rapidly increasing competition from abroad, especially from the iPhone, which is manufactured in both China and
South Korea (among other countries) has hampered industry exports. Furthermore, the coronavirus pandemic has
caused many supply chain issues, which also contributed to the decrease in exports. However, as the CEER index
is expected to decline over the five years to 2026, exports are forecast to slightly recover, growing an annualized
1.3% to $1.3 billion during the same period, accounting for an estimated 73.6% of industry revenue in 2026.



Communications Equipment Manufacturing in Canada October 2021

22 IBISWorld.com

Business
Locations

  The location of establishments in the Communications Equipment Manufacturing industry in Canada is concentrated in Ontario,
Quebec and British Columbia, with all other regions hosting less than 10.0% of industry establishments in 2021.

Most Canadian communications equipment manufacturers are located in Ontario, with this region accounting for an estimated
54.0% of establishments in 2021. This region is also home to the largest share of the Canadian population, and thus the greatest
pool of potential workers. Moreover, Ontario is located near the Great Lakes, which facilitates less expensive and more efficient
trade with the United States, a key importer of the industry's products. Quebec is the second-largest location of industry
establishments, accounting for an estimated 17.6%. This is the second-largest region in Canada in terms of population and
workforce, and is also located near the United States. Finally, British Columbia is expected to account for 13.6% of industry
establishments in 2021, followed by Alberta with 8.0%. The provinces of Alberta and British Columbia are third and fourth by
population size and share a border with the United States.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Communications Equipment Manufacturing industry in Canada has a low level of market share concentration,
with its largest major company, Belden Inc., expected to account for an estimated 3.5% of revenue in 2021. Many
industry manufacturers have specialized product lines, unlike the major companies, which produce a broad range of
products. Over the five years to 2021, market share concentration has fallen despite some major acquisitions in the
industry, as the industry has experienced increasingly fierce competition from manufacturers abroad and its major
player BlackBerry Limited has struggled financially. Industry imports have also increased at an annualized rate of
2.6% over the five years to 2021, and currently account for a projected 95.6% of domestic demand. Conversely,
industry exports have decreased an annualized 3.8% during the same period, comprising 72.8% of revenue in 2021.
As a result, import competition and the increasing importance of the international market have caused the number of
industry establishments in Canada to decrease despite the presence of new entrants that have attempted to
distinguish themselves with more niche products.

Key Success
Factors

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

Ability to quickly adopt new technology:
Companies in the Communications Equipment Manufacturing industry in Canada must consistently develop
products, responding to consumers' changing demands for features.

Protection of intellectual property and copyrights:
Companies in the industry must protect the technology it has developed though patents, copyright and trade secret
protection.

Established brand names:
Companies that manufacture communications equipment must establish their brands as trustworthy, often on an
international platform.

Highly skilled work force:
Companies in this industry must constantly research new technologies to respond to changing consumer
preferences, requiring a highly skilled workforce.

Technical research and development:
The Communications Equipment Manufacturing industry in Canada must constantly research new technologies and
social trends, spending vast amounts of revenue in research and development.

Cost Structure
Benchmarks
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  Profit

The individual profitability of operators in this industry varies
significantly from company to company. Generally, however, growth
and spending by downstream communications industries, technological
position and strength relative to competitors and buyers are all factors
contributing to the industry's overall level of profitability. Accordingly, in
2021 the industry's average profit margin, measured as earnings before
interest and taxes, is expected to account for 7.9% of revenue. The
industry's profitability is projected to have decreased over the past five
years from 13.4% in 2016, primarily due to the COVID-19 (coronavirus)
pandemic and the resulting adverse economic effects such as supply
chain delays, rising commodity prices, factory closures and much more.

 

  Wages

Salaries are expected to account for 27.1% of revenue in 2021. Over
the past five years, less-skilled and lower-paid jobs were slowly
outsourced to countries with lower labour costs. While the industry's
slow shift to outsourcing low-skilled positions and emphasizing
research and development (R&D), which is based in Canada, would
initially place downward pressure on wages over the past five years,
R&D expenditure is becoming increasingly significant in this industry.
To this end, Canadian operators have been increasing their respective
expenditures on R&D. Moreover, with consumer spending increasing
over the five years to 2021 and also expected to rise further over the
five years to 2026, consumer demand for high-tech upgrades and
replacements for current industry products is expected to rise
accordingly. Consequently, operators have simultaneously been
investing in high-skilled labour to keep up with rising imports,
accounting for wages' overall increase as a share of revenue during the
period from the 24.2% of revenue wages consumed in 2016.

 

  Purchases

The major expense in this industry is the cost of input materials.
Components, including integrated circuits and computer memory,
represent a major material cost in the purchases category. The amount
of revenue spent on purchases has fluctuated due to the price of inputs,
but has slightly increased over the past five years, accounting for an
estimated 35.4% of revenue in 2021.
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  Marketing

Marketing costs are expected to account for 1.5% of industry revenue
in 2021.

 

  Depreciation

The depreciation of machinery and equipment, as well as the
depreciation of computer equipment and software, is expected to
account for 2.2% of revenue in 2021. The industry's aggregate
investment in R&D has increased during the period, as manufacturers
have invested more in first researching and then developing new high-
end products. Additionally, industry manufacturers have simultaneously
increased automation of production, requiring more capital equipment.
Despite this, however, depreciation costs have slightly decreased from
2.5% in 2016.

 

  Rent

Rent costs are expected to account for 1.8% of industry revenue in
2021.

 

  Utilities

Utilities are expected to account for 0.7% of industry revenue in 2021.
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  Other Costs

Other expenses are principally related to manufacturing costs such as
R&D costs, administration and allowances for potential defaults on
buyers' debts. Altogether, the other costs that are borne by the
industry's operators are expected to comprise the remaining 23.4% of
industry revenue in 2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

The level of competition in the Communications Equipment Manufacturing
industry in Canada is high and increasing, although it varies depending
on product and end user.

For products supplied for use by communication service operators and broadcasters, competition is based on
factors including price, quality, performance, installed base, interoperability, market acceptance, corporate profit,
warranty and customer support. Mobile device manufacturers also compete with one another based on their
solutions portfolio, user experience, design, operational and manufacturing efficiency, technical performance,
distribution strategy, brand and marketing.

Attention to costs and cost structures can be important in profitably pricing products. Nonetheless, commercial
customers will be more interested in the total cost of ownership, particularly where a significant investment is
required to acquire the product. The total cost of ownership can include the cost of financing, installation costs, the
lifespan of the product or system in question, the cost of maintenance and repair over the life of the product or
system and any other costs required to operate and maintain the product or system (e.g. software).

High product performance is an example of an attribute that can ultimately provide users with additional utility or
lower costs of ownership, and hence may represent a point of differentiation among industry operators. Brand
owners attempt to develop appropriate technologies and introduce new products and services and value-added
features on a timely basis. Intellectual property can also be important, and protection of communication equipment is
often sought through patent, trademark, trade secret and copyright laws.

Many of the products that are supplied to communication services operators and broadcasters are expensive and
complex, so the ability to provide a good warranty and customer support services can represent a significant point of
differentiation between operators. Additionally, interoperability with other equipment, such as that in a network, can
be an important consideration regarding potential downstream consumers. Furthermore, conformity with existing
and future regulations and standards can make a product more competitive.

EXTERNAL COMPETITION

There is a rising threat from overseas manufacturers in this industry.
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When a Canadian buyer purchases a communications product that has been manufactured in another country, the
revenue generated from the sale is not counted as a part of the industry's revenue. Typically, manufacturing
domestically compared with abroad is more expensive because Canadian workers are paid significantly higher
salaries than many of their foreign counterparts. As a result, there has been a notable increase in offshoring and
outsourcing activity. As communication equipment manufacturers continue to offshore their operations overseas with
other existing suppliers that sell communication products, more Canadians will buy products made overseas
because savings in manufacturing costs trickle down to the end user in the form of a more affordable product. This
is expected to somewhat restrict industry revenue growth over the five years to 2026 as imports continue to provide
ample competition and fulfill a large share of domestic demand for industry products.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Decreasing

  The Communications Equipment Manufacturing industry
in Canada is characterized by high barriers to entry, due
mainly to the high technological base of the industry.
Proprietary technology platforms, including hardware,
software and service expertise, require significant
investment in research and development (R&D). There
are also high costs involved in developing a reputation
and a brand name, attracting skilled employees and
intellectual property rights costs. The industry
manufactures technologically intensive products that
require high levels of initial R&D, which may act as a
deterrent for potential entrants.

In addition, there are significant advantages in both
establishing and maintaining existing strategic alliances
and relationships, as well as existing customer and
channel relationships, including through long-term sales
agreements. Incumbent operators spend a large amount
of money on advertising to give consumers the perception
that their products are unique and are not easily
substituted. This creates a loyal following yet makes
consumers distrustful of new brands they are not familiar
with. As a result, potential entrants might not want to risk
heavy expenditures on advertisement in the hopes of
winning consumers over.

Large multinational communications equipment
companies are increasingly outsourcing manufacturing to
low-cost labour countries and decreasing their cost of
production as a result. The beneficiaries are likely to be
large contract manufacturers that can benefit from
economies of scale, low labour costs and a proximity to
raw materials and other electronic manufacturers.

However, the barriers to entry for this industry are slowly
falling due to the mass production and interoperability of
technologies and a breakdown of the benefits of vertical
integration. For example, independent operators now offer
the integrated circuits and the software that drives the
handsets. Handset production can also be outsourced to
specialist contract manufacturers, although these
manufacturers are usually located in countries with low
labour costs, further breaking down the handset value
chain into specialist operators. Some contract
manufacturers design handsets and supply the major
incumbents. Contract manufacturers have, and can
potentially become, competitors to the incumbents.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Decline  

Technology Change High  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  There is a high level of globalization in the Communications Equipment Manufacturing industry in Canada, which is
characterized by a significant presence of foreign-owned operators and a high level of international trade. Imports for
consumption are expected to account for 95.6% of the value of domestic demand in 2021, with many of these imports
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coming from overseas-based contract manufacturers. Conversely, Canadian domestic exports are expected to generate
72.8% of industry revenue over the same year. However, the ongoing COVID-19 (coronavirus) pandemic has decreased
the industry's level of globalization. This is primarily due to China's high position in the global supply chain, which has
expanded significantly over the past two decades, in addition to its status as the biggest source of industry imports for the
Communications Equipment Manufacturing industry. In 2021, imports from China serve to comprise an estimated 66.6%
of total industry imports, followed by other South East Asian (Vietnam) and East Asian countries (South Korea) that have
been similarly affected by the spread of the coronavirus.

Additionally, and underscoring the industry's high level of globalization overall, the need for a high level of research and
development investment, the specialist nature of many industry products and the high levels of competition in this industry
in aggregate require that successful operators leverage their global markets to bolster revenue so as to produce
adequate returns on investment. To remain successful, the major operators also seek to offer a large range of products
and acquire technologies. To achieve this, operators make acquisitions of domestic and foreign companies. In addition,
players in this industry have increasingly located production capacity in countries with low labour costs, although this
activity was also affected by the pandemic, which forced many facilities to shut down in an effort to mitigate the spread.
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Major Companies
There are no major players in this industry

Other Companies Due to the increasingly fragmented nature of the Communications Equipment Manufacturing industry in Canada, no
single company in the industry holds a share of the market that is at or greater than 5.0%. Increasingly specialized
companies offering niche products and services have become the standard over the five years to 2021, although
consolidating supply side relationships may soon play a huge role in larger-scale industry acquisition activity.

Belden Inc.

  Market Share: 3.5%
  A signal transmission solutions provider, Belden Inc. (Belden) is headquartered in St. Louis, MO, in the United

States, and sells its products to distributors, end users, installers and directly to original equipment manufacturers.
Belden's areas of operation include broadcast solutions, enterprise connectivity solutions, industrial connectivity
solutions and industrial IT solutions. In July 2012, prior to the beginning of the current period, Belden acquired
Miranda Technologies Inc. (Miranda), expanding its own solution offerings regarding the broadcast end market. The
results of the Miranda acquisition, which itself is headquartered in Montreal, are reported within Belden's broadcast
segment. In 2013, also prior to the beginning of the current period, the company acquired Softel Limited, a leading
provider of key video technologies for broadcasters and content producers, such as subtitling and captioning. In
February 2014, the company submitted a binding offer to purchase Grass Valley, a leading provider of innovative
technologies for the broadcast industry, including production switchers, cameras, servers and editing solutions.
However, only a small percentage of Belden's industry-relevant products are manufactured in Canada. To this end,
Belden's industry-relevant revenue is expected to reach $59.1 million in 2021.

BlackBerry Limited

  Market Share: 1.4%
  Formerly known as Research in Motion, the designer, manufacturer and marketer of wireless solutions for the

worldwide mobile communications market began working under the name BlackBerry Limited (BlackBerry) in
January 2013, prior to the beginning of the period. Headquartered in Waterloo, ON, the company was founded in
1984 and has over 3,400 full-time employees. BlackBerry operates offices across North America, Europe, the
Middle East and Africa, the Asia-Pacific region and Latin America. The release of the BlackBerry pager in 1999
made the company's products a household name, but the attention was short-lived. BlackBerry has also been a
Canadian pioneer of outsourcing low-skilled labour to low-cost labour countries. Over the five years to 2021, the
company's industry-relevant Canadian revenue has declined at an annualized rate of 15.1% to a projected $24.2
million, primarily due to a decrease in the volume of BlackBerry handheld devices caused by very intense
competition and an aging product portfolio. A reduction in the average selling prices for the company's devices has
also cut into industry revenue.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Communications Equipment Manufacturing industry in
Canada experiences a low to moderate level of capital
intensity. In 2021, for every $1.00 spent on wages, industry
manufacturers are expected to spend an estimated $0.08
in capital investment. Despite the high capital investments
necessary for facilities, machinery and equipment, except
for contract manufacturers, this industry is characterized by
companies that make increasingly significant investments
in labour to conduct research and development (R&D). The
industry as a whole is ultimately characterized by rapid
technological change and new products to compete with,
making these companies' R&D departments a key factor of
their success. In recent years, domestic manufactures
have been able to concentrate even more of their
resources toward R&D by sending some of their
manufacturing operations abroad or outsourcing them to
third parties in low-wage countries.
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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.

Very Low Ease of Entry Very
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.

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

High Market
Concentration

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.

The industry structure is not accommodative to new entrants succeeding, which limits the incentive for new companies.
This is accompanied by an average level of new entrant operators. The combination provides a limited threat from
disruptors.

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.

The most relevant technological disruption that concerns the Communications
Equipment Manufacturing industry in Canada centres around the introduction
of 5G networking.

The fifth generation of cellular network technology, or 5G, offers network connectivity that will benefit businesses and
consumers by enabling them to access information more quickly than previously offered. While the industry's major
competitors such as Verizon Wireless, AT&T Inc. and Sprint Corporation all have plans for a 5G rollout, competitors such
as Huawei Technologies Co. Ltd. (Huawei) have plans for their own 5G solution, although Huawei's plans to institute 5G
across Canada have been delayed by the Canadian government for the time being. The competition between operators to
become the first network provider offering 5G is changing the traditional structure of operations, and is therefore causing
industry disruption. Due to this disruption, traditional operators have mimicked the business models of newer companies to
introduce contemporary technology. Nonetheless, the company that introduces 5G into the market first is the most likely to
possess the larger market share, as consumers will likely flock to the operator with the quickest and easily accessible
service. As a result, 5G has the ability to drastically alter the industry's market structure if traditional operators do not adapt
quickly.

The level of technology change is    High

  The Communications Equipment Manufacturing industry in Canada
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experiences a high level of technological change, specifically concerning
wireless communications networks.

As a result, this is one of the most defining characteristics of the industry, causing significant momentum and market
penetration, short product life cycles and high investment in research and development (R&D) and technological
infrastructure.

Pre-3G mobile technology

2G mobile technology offers limited data functionality and voice.

2G (and 2.5G) services are provided on two standards. These are the Global System for Mobiles (GSM) and Code Division
Multiple Access (CDMA).

GSM is a Time Division Multiple Access-based second-generation cellular mobile radio technology that supports voice,
data and text messaging and permits roaming between different cellular networks. CDMA technology is a wireless
communication technology that uses the principle of spread spectrum communication. Under CDMA, communication
channels are created by assigning a special coding scheme to information flows.

2.5G technology specifically refers to the increased functionality of 2G and is somewhat of a stepping stone between 2G
and 3G in that it offers enhanced data services such as Wireless Application Protocol (WAP) and Multimedia Messaging
Service (MMS). WAP offers mobile-internet connectivity. However, WAP services failed to take off on 2.5G networks due to
their limited data speeds.

General packet radio service (GPRS) enables information to be sent and received across a GSM mobile telephone network
and also supplements Short Message Service (SMS) technologies. Most global GSM networks have GPRS capability,
which enables packeted 56 kbps data transfer across networks, which compares to voice and data transmission of only 9.6
kbps on a standard GSM network.

Enhanced Data rates for GSM Evolution (i.e. EDGE, but also known as Enhanced GPRS, or EGPRS; IMT Single Carrier, or
IMT-SC; or Enhanced Data rates for Global Evolution) is an update of GPRS technology that is used on the GSM network.
According to GSM World, an international manufacturer trade association, “using EDGE, operators can handle three times
more subscribers than GPRS; triple their data rate per subscriber or add extra capacity to their voice communications.”
While EDGE offers slightly superior performance relative to GPRS, it is not considered 3G technology.

3G appeals to carriers because it enables faster data transfers than 2G for users with devices that are 3G-capable such as
various cell phones, PDAs, BlackBerrys and laptops, which all use a 3G card. 3G services have increased demand for new
value-added services, which can offer higher margins and new revenue streams for carriers. Such value-added services
include internet browsing and downloading, mobile commerce, applications and mobile TV.

3.5G simply refers to enhanced 3G services that do not reach the agreed parameters for services classified as 4G. 3.5G
typically refers to networks offering high-speed downlink packet access (HSDPA), which is Universal Mobile
Telecommunications System (UMTS) compatible and offers downlink speeds of up to 14.4 mbps. Carriers may also provide
data cards, which plug into laptops so that wireless connectivity can be obtained.

4G services are classified as those that support transmission speeds of up to 100 mbps for downlinks when a user is
travelling at high speeds and one gbps when travelling at low speeds. Such speeds will realize total convergence of devices
such that on-demand media will be able to be played and viewed on a handheld device, mobile or laptop using a 4G data
card. NTT DoCoMo, a major provider of 4G technology, was adversely affected by an 8.8 magnitude earthquake in Japan
in 2011, resulting in a significant interruption of service in Japan. In fact, the three largest mobile phone providers in Japan
experienced disruptions in their services. Mobile phone technologies are dependent upon a functioning infrastructure, and
natural disasters can pose serious threats and setbacks to existing and developing mobile technologies.

The convergence of technologies and services has blurred the lines of competitive boundaries, and technological
substitutes are competing against pure wireless voice applications even though they compete in other industries. For
instance, the mainstay of this industry is voice communication; however, as the world moves further into the digital
economy, data is quickly becoming the emerging service. This is what will drive 3G, 3.5G and 4G growth over the coming
years; however, the price and efficiency of data streaming to downstream consumers may not be competitive enough
against emerging services such as WiMax, which is being touted as a disruptive technology given its lower costs of capital
and lower operating costs.

Wi-Fi hotspots are commonplace, particularly in airports and other public places because the capital costs of providing
access points are low. Users are then charged to access this service or, in some instances, the services are subsidized by
an organization or government. Compare this to 3G where cell sites or base stations can cost significantly more, with an
estimated 75.0% of this cost associated with land, construction and maintenance. While the distinct variance between Wi-Fi
and 3G is proximity of service, WiMax is expected to service an area between three and 10 kilometres without the need for
line-of-site. Essentially 3G, Wi-Fi and WiMax will enable users to use voice and data services.
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Broadcasting technologies

The transition to digital TV, and additional developments in subscription TV
(including satellite, cable and internet protocol TV), have been affecting the
industry.

New ways to distribute content, such as internet protocol TV (IPTV) and mobile TV, are rapidly evolving and deploying,
creating further opportunities for innovation and growth. The number of HD channels available to the everyday consumer is
proliferating, and sales of HD-capable TV sets have been strong. Underlying all of this is the ongoing quest for improved
audio and video quality and lower bit rates to enable increased demand and lower costs of distribution, respectively.

Other technology information

Enhanced Specialized Mobile Radio Services (ESMR) are digital services and
apply digital systems to traditional dispatch specialized mobile radio in the 800
and 900 MHz bands.

By aggregating this spectrum and applying a cellular-like digital network, cellular or voice and data messaging services can
be provided.

Base stations provide the radio link that transmits and receives cellular subscriber calls and manages handoffs as
customers move from cell (the area in which calls are handled by a base station) to cell. Each radio base station covers a
specific geographic area with a capacity to handle a certain amount of subscriber traffic. Typically, base station equipment
represents a significant portion of the capital equipment costs of a mobile operator. As additional mobile subscribers are
added to network services and housing development expands geographically, more base station equipment will be installed
to accommodate increasing demand. The base station product offerings of individual suppliers may or may not support all
the major radio access technologies.

Research and development activity has intensified, and a new generation of automated HF equipment has appeared.
These systems provide dramatic improvements in automation, reliability and throughput. As a result, this segment could
potentially account for a larger share of operators' research and development costs over the five years to 2026.

Revenue
Volatility

The level of volatility is    Medium

  The Communications Equipment Manufacturing industry in Canada has been
characterized by a low to moderate degree of revenue volatility over the five
years to 2021.

The industry displayed its highest rate of revenue growth in both 2016 and 2018, where industry revenue grew 1.7% and
3.4%, respectively. In 2020, industry revenue declined 15.5%, representing the industry's biggest revenue decline during
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the period. This decline in 2020 can be mainly attributed to the COVID-19 (coronavirus) pandemic, as manufacturers have
endured adverse economic conditions that included facility closures, trade disruptions, depressed demand and many other
issues that stemmed from the coronavirus pandemic.

Overall, the industry's revenue has fluctuated an average of 7.6% year-over-year, connoting a moderate degree of volatility.
Demand for industry products can be highly dependent on major downstream consumers' capital expenditure programs,
which can be volatile, and even more so in times of economic distress or uncertainty. These programs are also affected by
current and expected future demand for communications and broadcasting services. The consumption of communications
services is most directly affected by the utility offered by available services and by economic conditions. Typically,
consumers can invest in building capacity ahead of or in anticipation of demand, but this demand may not arise as
expected. When this occurs, this results in excess capacity and a subsequent downturn in demand for industry products.

In an industry as technology-driven as this one is, new technologies can be taken up quickly, promoting revenue growth.
Sometimes, however, a lull in demand follows, as new technologies, or the prospect of new technologies, can make
products redundant or lower demand for existing products. Regulators can influence the timing of the introduction of new
technologies and customers' ability or willingness to take up new technologies.

The industry's heavy reliance on exports, especially to the United States, makes it somewhat dependent on the
performance of US customers and the US economic outlook. If downstream customers in the United States suffer from
stifling corporate profit, or find lower cost manufacturers to fill their demand for a less costly price, then industry revenue
suffers as a consequence.

Competitive forces are significant as concerns in the industry include new operators in low-cost labour countries and from
highly innovative countries, some of which may experience higher levels of government assistance. This competition can
erode the markets of players and can result in prices falling rapidly. In addition, the outsourcing of manufacturing plants to
countries with low labour costs can reduce the value of domestic production. Component shortages can occur occasionally,
affecting production and supply chains, and thus industry activity. A shortage of equipment manufactured abroad during the
period forced downstream industries to purchase a greater share of products from domestic players.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

The Communications Equipment Manufacturing industry in Canada is heavily
regulated, with multiple parties governing the industry's regulatory landscape.

For instance, the Canadian Radio-television and Telecommunications Commission (CRTC) regulates the broadcasting and
telecommunications industry in Canada. Innovation, Science and Economic Development Canada represents the
government department responsible for regulating telecommunications equipment across Canada. The administrative
tribunal CRTC encourages competition, issues licences and makes decisions regarding mergers, acquisitions and changes
of ownership. Industry regulations also include those related to emissions testing, safety, electrical noise and
communications standards compliance. Furthermore, the Federal Communications Commission (FCC) was established in
the United States by the Communications Act of 1934 and is charged with regulating not only interstate, but also
international communications by radio, TV, wire, satellite and cable, including those that occur between the United States
and Canada. Overall, the allocation of radio frequencies affects the introduction of new wireless technologies in both
countries, with FCC-type acceptance regulations requiring that products meet specified radio frequency emission standards
and do not cause unallowable interference with other services.

Industry operators, must obtain written certification from the CRTC prior to selling their products. Industry products must
also be approved by the FCC before being exported to the United States and by the IC before being sold in Canada.
Moreover, the European Community (EC) regulates requirements within the Radio and Telecommunication Terminal
Equipment Directive for use in the EC member states, regardless of the products' country of origin. All regulators have
requirements, such as limits with respect to interference with other electronic equipment and safety standards to limit
human exposure to electromagnetic radiation.

Mobile wireless industry growth has been, and may continue to be, affected by the cost of new licences required to use
radio frequencies, typically sold by governments at auctions. Intellectual property rights, such as patents, are also vital to
businesses in this industry as developing unique new products and technologies is often critical to operators' success.
Finally, the industry's manufacturing plants are subject to environmental laws, particularly regarding waste and emissions
from their facilities.

Industry
Assistance

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

Industry assistance for the Communications Equipment Manufacturing
industry in Canada is low.

This is primarily because the Canadian government, through the Minister of Industry, has been supportive of relying on
market forces to the maximum extent feasible in this industry, thereby providing it with a low level of industry assistance.
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However, the policy foundation for the Canadian Spectrum Management Service Standards, the Spectrum Policy
Framework for Canada, guides the management of radio frequency spectrum resources in Canada. Overall, the radio
frequency spectrum is divided into different bands, which are used by broadcasting, cellular, satellite, public safety and two-
way radio services. The program supports the effective and responsible management of the radio frequency spectrum.

Moreover, the Global System for Mobile Communications Association (GSM and/or GSMA) is an international association
tasked with promoting the interests of mobile operators across the globe. To this end, the association organizes various
industry-focused events that are designed to further the development of mobile technologies and facilitate networking
among industry operators. Lastly, there are very few tariffs in place for this industry, including a 3.0% tariff for radio
broadcasting equipment that is imported into the United States.

Due to the spread of COVID-19 (coronavirus), the Canadian government instituted a variety of assistance programs that
some industry operators may have qualified for in 2020. For example, the Canada Emergency Wage Subsidy covered a
portion of an employee's wages for eligible employers that were negatively affected by the coronavirus pandemic, this
program is still available until October 23, 2021. Additionally, operators were able to take advantage of tax deferrals and
improved access to credit and loans to remain liquid. The Canada Emergency Business Account also provided interest-free
loans to small businesses of up to $60,000, where $20,000 would be forgiven if the loan is repaid before December 31,
2022. Large operators were also able to apply for bridge financing through the Large Employer Emergency Financing
Facility.
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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)

Canadian
effective

exchange rate
index (Index)

2012 3,769 967 193 183 11,703 1,616 6,824 726 8,977 131
2013 2,781 851 200 190 11,087 1,478 6,935 715 8,239 127
2014 1,965 761 192 183 7,360 1,543 7,325 493 7,746 119
2015 1,920 671 195 186 6,575 1,548 9,584 470 9,956 110
2016 1,952 783 200 190 6,789 1,501 8,857 472 9,307 108
2017 1,984 788 198 189 6,314 1,584 9,802 461 10,201 110
2018 2,051 724 188 179 6,422 1,608 10,270 519 10,714 109
2019 1,979 777 191 182 6,380 1,609 9,992 526 10,362 109
2020 1,671 478 185 176 5,650 1,227 8,616 461 9,061 108
2021 1,698 630 185 176 5,609 1,236 10,062 460 10,523 117
2022 1,739 643 186 177 5,657 1,236 10,062 465 10,564 116
2023 1,763 649 187 177 5,683 1,269 9,667 468 10,160 115
2024 1,780 652 186 177 5,687 1,290 9,209 470 9,698 114
2025 1,797 657 186 177 5,702 1,305 8,887 472 9,378 113
2026 1,794 656 186 176 5,678 1,320 8,585 470 9,059 112

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Canadian
effective

exchange rate
index (%)

2012 -17.3 -32.4 -1.54 -1.09 -18.8 -12.1 2.21 -17.4 -4.43 -0.16
2013 -26.2 -12.0 3.62 3.82 -5.27 -8.54 1.62 -1.51 -8.23 -3.51
2014 -29.4 -10.6 -4.00 -3.69 -33.6 4.41 5.61 -31.1 -5.98 -5.77
2015 -2.30 -11.9 1.56 1.63 -10.7 0.28 30.8 -4.71 28.5 -7.88
2016 1.66 16.7 2.56 2.15 3.25 -3.02 -7.60 0.51 -6.52 -1.46
2017 1.62 0.63 -1.00 -0.53 -7.00 5.53 10.7 -2.36 9.60 1.47
2018 3.42 -8.13 -5.06 -5.30 1.71 1.52 4.77 12.7 5.02 -0.55
2019 -3.56 7.35 1.59 1.67 -0.66 0.03 -2.71 1.21 -3.28 -0.65
2020 -15.5 -38.5 -3.15 -3.30 -11.5 -23.8 -13.8 -12.3 -12.6 -0.56
2021 1.57 31.9 0.00 0.00 -0.73 0.77 16.8 -0.27 16.1 7.87
2022 2.40 1.96 0.54 0.56 0.85 0.00 0.00 1.17 0.39 -0.86
2023 1.38 0.98 0.53 0.00 0.45 2.66 -3.93 0.64 -3.83 -0.87
2024 0.97 0.49 -0.54 0.00 0.07 1.63 -4.74 0.23 -4.54 -0.62
2025 0.95 0.65 0.00 0.00 0.26 1.17 -3.50 0.42 -3.30 -0.71
2026 -0.14 -0.16 0.00 -0.57 -0.43 1.15 -3.41 -0.39 -3.41 -0.71

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 25.6 76.0 42.9 322 19.3 60.6 62,044
2013 30.6 84.2 53.1 251 25.7 55.4 64,508
2014 38.7 94.6 78.5 267 25.1 38.3 66,943
2015 34.9 96.3 80.6 292 24.5 33.7 71,407
2016 40.1 95.2 76.9 287 24.2 33.9 69,510
2017 39.7 96.1 79.9 314 23.2 31.9 72,981
2018 35.3 95.9 78.4 319 25.3 34.2 80,863
2019 39.3 96.4 81.3 310 26.6 33.4 82,382
2020 28.6 95.1 73.4 296 27.6 30.5 81,628
2021 37.1 95.6 72.8 303 27.1 30.3 82,011
2022 37.0 95.2 71.1 307 26.8 30.4 82,270
2023 36.8 95.1 72.0 310 26.6 30.4 82,421
2024 36.7 95.0 72.5 313 26.4 30.6 82,557
2025 36.5 94.8 72.6 315 26.2 30.7 82,690
2026 36.5 94.8 73.6 316 26.2 30.5 82,723

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

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

International Telecommunications Union
http://www.itu.int

Industry Jargon FOURTH-GENERATION (4G)
Fourth-generation technologies that enable IP-based voice, data and streaming multimedia at higher speeds.

GLOBAL SYSTEM FOR MOBILE COMMUNICATIONS (GSM)
A digital cellular system, GSM uses narrowband TDMA that permits eight simultaneous calls on the same radio
frequency.

LONG TERM EVOLUTION (LTE)
A 4G wireless broadband technology developed by the Third Generation Partnership Project (3GPP), which is an
industry trade group.

MOBILE INTERNET
Internet access service through mobile terminals and handheld computing devices.

MOBILE RESOURCE MANAGEMENT (MRM)
An industry segment that addresses the need for location awareness and control of assets on the move, including
GPS location, cellular data modems and programmable events-based notification firmware.

SECOND-GENERATION (2G)
Second-generation mobile networks utilizing digital wireless technology.

THIRD-GENERATION (3G)
Third-generation mobile networks, which promise increased bandwidth supporting high data rates up to 384 kbps
when a device is stationary or moving at pedestrian speed.

TIME DIVISION MULTIPLE ACCESS (TDMA)
A technology for delivering digital wireless service.

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.
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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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