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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Book Publishing industry in Canada is expected to decrease in 2020 due to the ongoing
COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· The performance of some of the industry's products and services is projected to change in 2020 due to the
coronavirus pandemic. For more detail, please see the Products and Services chapter.

· Industry profit is projected to decrease in 2020 due to the industry's more difficult operating conditions in light of the
coronavirus outbreak. For more detail, please see the Cost Structure Benchmarks chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition Operators in this industry edit and design books, engage in marketing activities and make distribution agreements

with operators in the Book, Magazine and Newspaper Wholesaling industry (IBISWorld report 42492). The industry
includes e-book publishing, but excludes authors who are part of the Performers and Creative Artists industry
(71151) or the Printing industry in Canada (32311CA).

Major Players Thomson Reuters Corporations

CBS Corporation

Pearson PLC

Main Activities The primary activities of this industry are:

Discovering authors, stories or other content

Editing books

Designing book layout and covers

Marketing authors and books

Publishing educational books

Publishing adult trade books

Publishing children's and young adult books

Publishing scholarly, professional and technical books

The major products and services in this industry are:

Children's and young adult books

Adult consumer books

Scholarly, professional and technical books

Educational books and textbooks

E-books

Other
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Supply Chain

SIMILAR INDUSTRIES

Newspaper Publishing in Canada Magazine & Periodical Publishing
in Canada

Database & Directory Publishing
in Canada

Greeting Cards & Other Publishing
in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Book Publishing in the US Children's Book Publishing Audiobook Publishing E-Book Publishing

Sheet Music Publishers Book Publishing in Australia Book Publishing in China Book Publishing in the UK

Audiobook Publishing in the UK Magazine and Book Publishing in
New Zealand
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Industry at a Glance
Key Statistics

$1.7bn
Revenue

Annual Growth

2015–2020

-1.6%

Annual Growth

2020–2025

0.0%

Annual Growth

2015–2025

 

$74.5m
Profit

Annual Growth

2015–2020

-13.5%

  Annual Growth

2015–2020

 

4.5%
Profit Margin

Annual Growth

2015–2020

-4.1pp

  Annual Growth

2015–2020

 

1,463
Businesses

Annual Growth

2015–2020

0.4%

Annual Growth

2020–2025

0.3%

Annual Growth

2015–2025

 

6,644
Employment

Annual Growth

2015–2020

0.1%

Annual Growth

2020–2025

0.0%

Annual Growth

2015–2025

 

$409.3m
Wages

Annual Growth

2015–2020

-0.6%

Annual Growth

2020–2025

0.0%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

0.7%
Demand from educational
services

-4.9%
World price of wood pulp

1.6%
Per capita disposable income

3.8%
Number of fixed broadband
connections

 
Industry Structure

POSITIVE IMPACT

  Revenue Volatility
Low   Industry Globalization

Low / Steady

MIXED IMPACT

  Capital Intensity
Medium   Industry Assistance

Medium / Steady

  Regulation & Policy
Medium / Steady   Technology Change

Medium

  Barriers to Entry
Medium / Steady

NEGATIVE IMPACT

  Life Cycle
Decline   Concentration

High

  Competition
High / Steady

 

Key Trends

 Operators have experienced revenue declines over every
year of the current period

 The popularity of bookstores as a distribution channel has
decreased

 The COVID-19 pandemic has eroded industry profit over the
current year

 The industry's revenue forecast is fairly bleak in its relative
stagnancy

 Revenue declines are expected to stabilize moving forward

 Larger players are forecast to maintain their sizable market
shares moving forward

 Operators are enduring pressure from media substitutes,
which will be exacerbated by rising levels of internet
connectivity
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Volatility

  Low Imports

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

   

WEAKNESSES

  High Competition

  Decline Life Cycle Stage

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Outlier Growth

  World price of wood pulp

   

THREATS

  Very Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Revenue Growth (2020-2025)

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Turning a page: The advent of digital publishing is expected to siphon
demand away from large industry operators

The Book Publishing industry in Canada has experienced consistent declines over the five years to 2020. Book
publishers provide a range of services for authors including marketing; editing, design and typesetting; sales; and
protecting intellectual property. Over the five years to 2020, industry revenue is expected to decline an annualized
1.6% to total $1.7 billion, including a projected 2.8% drop in 2020 alone as a result of the COVID-19 (coronavirus)
pandemic pressuring industry revenue in the short run.

During the five-year period, profit is expected to decrease despite the transition toward the digital space more
generally and digital publishing specifically, which is a consequence of increasing fixed broadband connections
among Canadians. At present, the number of Canadians connected to the internet is higher than ever and still on
the rise. Digital publishing lowers costs for many operators, as it tends to be inexpensive in comparison with the
process of publishing physical books. The overall decrease in print book sales is only partly offset by increases in e-
book sales, however, thus failing to shield revenue from steadily declining over the past five years. Additionally, the
fall of major bookstore chains has dramatically changed the major markets for operators and dissolved many of their
long-term contracts, causing decreases in both demand and industry revenue. With nonbook and online retailers
increasingly becoming a more common mode of distribution, operators will continue to focus on e-book sales, which
may hinder profitability to some degree in the short run as operators largely shift their focus toward adapting to a
changing industry landscape.

IBISWorld estimates that the industry's revenue will remain stagnant at $1.7 billion over the five years to 2025.
There is no indication that print sales will regain their strength, ultimately leading operators to seek additional
revenue from e-books. Moreover, industry operators are enduring increasing pressure from media substitutes, which
will only be exacerbated by rising levels of internet connectivity, effectively threatening smaller publishing
companies. Over the next five years, e-book sales will likely mitigate revenue loss from print books, but the advent of
digital publishing will also make it easier for authors to publish their own works, siphoning demand away from large
industry operators.
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Industry Performance

Key External
Drivers

Number of fixed broadband connections

The number of fixed broadband connections is a proxy for how many Canadians are connected to the internet.
While rising levels of internet connectivity can be a boon for operators that specialize in e-book sales, it is also
detrimental to industry operations because it increases external competition from substitute products and services
such as music streaming and TV. The number of fixed broadband connections is expected to increase in 2020,
posing a potential threat to the industry.

 

Demand from educational services

Textbooks account for the largest percentage of industry revenue, with sales to educational institutions comprising
nearly one-fifth of all industry sales. As demand for educational services increases, schools are more likely to
purchase industry products. Demand for educational services is expected to decrease in 2020, though not
significantly, consequently representing a potential opportunity for the industry.

 

Per capita disposable income

Books are largely thought of as discretionary goods. Consequently, a change in consumers' disposable incomes can
have significant effects on the purchase of new books. When disposable income increases, individuals are more
likely to purchase books from retailers, which increases demand for publishing services. Per capita disposable
income is expected to decrease in 2020.

 

World price of wood pulp

Despite accounting for a decreasing portion of operating expenses, the cost of purchasing paper has a sizable effect
on industry operating margins. As the price of paper increases, the cost of producing a book increases as well due
to higher printing costs. With the advent of e-books as substitutes for printed books, cost increases cannot be easily
passed on to consumers as they can substitute e-books for printed books. Consequently, an increase in paper
prices decreases the profit earned for each printed book sold. The price of wood pulp is expected to decrease in
2020, raising costs for industry operators that print their own products.
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Current
Performance

The Book Publishing industry in Canada leverages its reputation and
portfolio of authors to reduce printing and overhead costs by establishing
creditability with consumers and retailers.

Industry operators serve a variety of functions including marketing; structural and grammatical editing, design and
typesetting; sales; and protecting intellectual property. The uniqueness of publishers' skill sets enables them to
charge a high premium for their services.

However, over the five years to 2020, revenue for the Book Publishing industry is expected to decline an annualized
1.6% to total $1.7 billion. The growth of substitute leisure activities has increased external competition and curtailed
revenue, resulting in decreased revenue during the five-year period. While this holds true for most publishers, larger
businesses in this industry are somewhat shielded due to their economies of scale. Still, the industry's challenges
are expected to persist over the five years to 2020, and as a result, revenue is expected to fall 2.8% in 2020 alone
as a result of the COVID-19 (coronavirus) pandemic of the current year, which is ongoing in Canada as of the time
of this writing and which has disrupted the industry's range of normal business operations, though less so when
compared with many other Canadian industries.

TRENDS IN THE DOMESTIC MARKET

Operators have experienced revenue declines in every year of the current
period.

While Canadians have remained avid readers and purchasers of print books, substitute entertainment outlets and
the fall of bookstore chains have resulted in decreasing print book sales. Additionally, and similar to other online
consumer trends, Canada has been especially slow compared with other developed nations in adopting online
consumption, particularly e-commerce and e-book reading. Thus, with printed book sales falling over the past five
years, e-books sales have done little to offset decreasing revenue as they have in other markets.

According to a 2019 survey conducted by BookNet Canada (BookNet), only 16.0% of respondents said they spend
their leisure time reading print books, while 7.0% of respondents said they spend their leisure time reading e-books.
Furthermore, when LG Electronics Canada Inc. asked Canadians what they would do with an additional two hours in
a day, 47.0% of female respondents stated that they would use the time to read, compared with 27.0% of male
respondents. In general, men tend to have more leisure time than women, who have consistently accounted for over
half of all book purchases over the past five years. Although there is a noticeable difference in the responses from
both sexes, this detracts from the overall finding that many Canadians would increase their reading time if they were
to be provided more leisure time. As the average level of leisure time decreased an annualized 0.1% over the five
years to 2020, demand for books was adversely affected, succumbing instead to other popular entertainment media
such as TV, video games and music streaming platforms.
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Aiding industry-wide declines, the popularity of bookstores as a distribution channel has decreased. This has been
fuelled in part by rising e-book adoption, but is mostly attributed to the dominance of e-commerce for the sale of both
e-books and physical books. Subsequently, the percentage of books purchased online through nonbook retailers
increased during the same period. As they pertain to the industry, bookstores serve the role of showcasing lesser-
known books that could go unnoticed online or simply not be displayed by big-box retailers. As the importance of
bookstores decreased during the period, industry operators were forced to adapt to changing distribution channels,
and many struggled to do so, further contributing to revenue contraction.

In 2019, BookNet reported that print book sales in the Canadian-English language market remained flat in 2018
when compared with 2017. This stagnation may largely be attributed to the aforementioned trends toward e-books
and substitute entertainment products. The large declines in sales and shift in strategy by most independent
bookstores have thus prompted a wave of decreased employment. Accordingly, industry employment is projected to
increase at an annualized rate of only 0.1% over the five years to 2020, reaching 6,650 workers. Conversely, a shift
in business models has provided new opportunities for smaller publishers that focus either completely on digital
sales or have a hybrid business model to capitalize on the interface of a changing landscape. As a result, the
number of enterprises is projected to rise an annualized 0.4% over the five years to 2020, reaching 1,463
companies in 2020 itself.

DECREASING PROFIT AND NONEMPLOYERS

Over the five years to 2020, profit, measured as earnings before interest
and taxes, is expected to decrease from 8.6% in 2015 to 4.5% in 2020.

This decline is largely due to the coronavirus pandemic, which has eroded industry profit throughout the current year
amid decreased economic prospects in Canada more generally. However, with the growth of e-book publishing,
more nonemployer operators have been able to enter the market, coming in at 74.9% of all businesses in 2020.
Moreover, as the industry becomes increasingly digitized, authors will seek to publish their own works, contributing
to this trend. As self-publishing grows, industry operators will be forced to lower their prices to attract some of the
lesser-known authors seeking publishing services. This will require a move toward digital publishing as the main
operation for smaller industry operators over the five years to 2025.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable

income
($)

2011 2,173 785 1,517 1,357 7,265 N/A N/A 424 N/A 28,392
2012 2,080 738 1,475 1,312 7,423 N/A N/A 424 N/A 28,883
2013 1,938 671 1,536 1,342 7,097 N/A N/A 421 N/A 29,369
2014 1,797 658 1,569 1,375 6,751 N/A N/A 417 N/A 29,466
2015 1,791 651 1,604 1,431 6,616 N/A N/A 421 N/A 30,804
2016 1,756 649 1,597 1,434 6,729 N/A N/A 418 N/A 30,333
2017 1,731 674 1,637 1,475 6,905 N/A N/A 419 N/A 30,715
2018 1,716 611 1,649 1,484 6,837 N/A N/A 422 N/A 30,881
2019 1,703 637 1,628 1,464 6,777 N/A N/A 418 N/A 31,180
2020 1,656 554 1,624 1,463 6,644 N/A N/A 409 N/A 29,946
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Industry Outlook
Outlook Over the five years to 2025, revenue for the Book Publishing industry in

Canada is forecast to remain stagnant at $1.7 billion, with the COVID-19
(coronavirus) pandemic not expected to affect the industry significantly in
the long run.

As the industry continues its decline, publishing firms will increasingly seek to transition from traditional print
publishing to e-book services. Simultaneously, increasing pressure from media substitutes will continue driving out
smaller companies. Further, growth in e-book sales is expected to mitigate revenue declines to an extent, keeping
revenue stagnant as a result, but will ultimately prove insufficient in providing a new avenue of revenue growth for
industry operators. Moreover, the lower price of e-books as well as the growth in the number of self-publishing
authors are projected take revenue away from outsourced book publishers.

SEGMENT GROWTH

Over the next five years, the industry's revenue forecast is fairly bleak in
its relative stagnancy.

However, the prospect of a more marked decline will be partially mitigated by e-book sales. A 2017 survey
conducted by BookNet Canada revealed that the largest reason behind industry operators shifting toward e-book
publishing was to increase their sales. This response was reported to be the main reason by 80.0% of the
participants, while the second-most important reason was to respond to customer demand (74.0%). From the
consumer's perspective, the biggest motivator to switch to e-books is the affordability and convenience of the digital
format relative to its print counterpart. Thus, operators will aim to be more aggressive in promoting e-books to
encourage increased demand.

This will prove a daunting task as Canadians continue to consume more digital media in lieu of reading. In Canada,
more than half the country's adult population owns a mobile internet-enabled device. However, most of these are not
necessarily e-book readers, although tablets can be used to read books. As disposable income grows an annualized
1.6% over the next five years, consumers will seek to purchase multifunctional devices capable of reading e-books
in various formats. Nevertheless, despite the proliferation of e-book capable devices, e-books and reading will have
to compete with a growing list of media substitutes, e.g. movies, streaming videos and video games. These
alternatives compete for consumers' leisure time and are on many of the same devices used to read e-books. This
will only contribute to the growing trend of pursuing other media substitutes at the cost of reading, ultimately
pressuring industry operations.

CHANGES TO PROFIT AND INDUSTRY ORGANIZATION

Revenue declines are expected to stabilize moving forward, led by
operators' shift toward e-books.

Typically, consumers are less likely to pay a premium for e-books, as the public accurately perceives them to be less
costly to produce when compared with print books. However, as the Canadian economy recovers from the worst
effects of the coronavirus pandemic, industry profitability is expected to increase despite the fact that lower prices for
a growing product segment alongside the rising price of inputs for paper and printing would usually signal a
contraction in profit for industry operators. To this end, in 2025, industry profit, defined as earnings before interest
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and taxes, is projected to increase to 7.9% of total industry revenue, up from 4.5% in 2020.

Although profit is expected to recover during the outlook period, the industry's book publishers will likely try to keep
their fixed expenses stable. Consequently, the number of employees is expected to remain stagnant at 6,650 people
over the five years to 2025. Conversely, the number of total industry enterprises is forecast to increase an
annualized 0.3% to 1,487 companies over the five years to 2025, with the number of establishments also forecast to
increase an annualized 0.3% to 1,647 locations during the same period, aided by a climate of economic recovery
more generally.

MARKET SHARE CONCENTRATION

During the outlook period, a smaller number of foreign-owned companies
are expected to account for a larger share of industry revenue.

These companies will seek to purchase the assets being sold by companies exiting the industry, but will
nevertheless encounter resistance on the part of government programs meant to support the success of Canadian-
owned and controlled publishers. Thus, other Canadian-owned companies will acquire many of these
establishments at a discount, which will limit increases in market share concentration over the next five years.

Nonetheless, larger players are forecast to maintain their sizable market shares moving forward. Despite growing
competition between industry book publishers, foreign-owned companies and large Canadian-owned companies all
have the financial means to maintain adequate sales volumes. They are also better positioned to undertake
aggressive marketing campaigns and product differentiation initiatives, which will be necessary to increase sales
and build brand loyalty.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income  ($)

2020 1,656 554 1,624 1,463 6,644 N/A N/A 409 N/A 29,946
2021 1,665 614 1,635 1,474 6,662 N/A N/A 411 N/A 30,593
2022 1,665 613 1,641 1,480 6,665 N/A N/A 411 N/A 31,375
2023 1,662 610 1,643 1,483 6,662 N/A N/A 411 N/A 31,840
2024 1,661 609 1,647 1,486 6,661 N/A N/A 410 N/A 32,126
2025 1,660 606 1,647 1,487 6,650 N/A N/A 410 N/A 32,380
2026 1,659 606 1,647 1,487 6,644 N/A N/A 410 N/A 32,666
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

The industry’s contribution to the overall economy is declining

The number of industry enterprises is expected to remain relatively stable

Changes to product offerings are mainly cosmetic

The Book Publishing industry in Canada is currently in the decline stage of its economic life cycle. According to
IBISWorld forecasts, industry value added (IVA), which measures an industry's contribution to the overall Canadian
economy, is expected to decrease at an annualized rate of 0.7% over the 10 years to 2025. Conversely, Canada's
GDP is expected to rise an annualized 1.6% during the same period. Such a stark disparity between IVA and the
country's GDP growth, in combination with several other factors, are altogether indicative of a declining industry.

In Canada, the domestic Book Publishing industry has passed its major merger and acquisition phase, catalyzing
the expected stability of the number of industry operators in the long term. Currently, three major players stand out
above the rest. These companies are Thomson Reuters Corporation, Pearson Canada Inc. and CBS Corporation.
Although these companies may continue to acquire smaller operators in the future, their market share is unlikely to
increase much more. Furthermore, the number of new industry entrants is estimated to remain stable. Over the five
years to 2025, the number of industry enterprises is projected to increase an annualized 0.4% to 1,487 companies.
Stable enterprise counts are a hallmark of an industry in decline, as is the fact that changes to the industry's product
offerings are mainly cosmetic in nature.

Although the industry's operators have the potential to generate revenue using new production techniques and
technologies, these changes have not dramatically altered production techniques, nor have they dramatically altered
the industry's product segments as a whole. Consumption patterns are relatively stable, with traditional print sales
still dominating the industry. While e-books have the potential to result in a paradigm shift for industry operators,
current trends indicate that changes in electronic format publishing are mainly cosmetic and will likely work to
suppress revenue since these products have lower price points than traditional books. As a result, the Book
Publishing industry in Canada is in the decline stage of its life cycle, though it is possible for the industry to reenter
the mature phase given the ability of industry operators to surmount the obstacles endured by the industry at
present.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

For-Profit Universities in Canada

Trade & Technical Schools in Canada

E-Commerce & Online Auctions in Canada

Language Instruction in Canada

Book Stores in Canada

Public Schools in Canada

Colleges & Universities in Canada

Private Schools in Canada

2nd Tier

Consumers in Canada

Key Selling Industries
1st Tier

Graphic Designers in Canada

Independent Artists, Writers and Performers In Canada

Printing in Canada

Commercial Leasing in Canada

2nd Tier

Paper Mills in Canada

Glass Product Manufacturing in Canada

Apparel Knitting Mills In Canada

Other Chemical Product and Preparation Manufacturing
In Canada

Plastics & Rubber Machinery Manufacturing in Canada

Industrial Machinery & Equipment Wholesaling in
Canada

Coated & Laminated Paper Manufacturing in Canada

Products & Services

  The following discussion is a product segmentation for the Book
Publishing industry in Canada based on genre and format.

Importantly, while this categorization is significant, the origin of authors for the domestic market is also crucial to
understanding the range of products and services offered by operators. The federal government has implemented
protectionist policies geared toward insulating the domestic industry from foreign competition, thereby producing an
industry landscape with a majority of books written by domestic authors. According to data sourced from Statistics
Canada, 54.4% of all domestic book sales are written by Canadian authors, while the remaining 45.6% is derived
from foreign writers.

ADULT CONSUMER BOOKS

Adult trade books are either fiction or nonfiction general interest books
that are published for the consumption of the general adult population.

These books are projected to consume 40.0% of industry revenue in 2020, and the segment has increased over the
five years to 2020. In Ontario, which is home to over one-third of industry establishments, nonfiction remains the top
selling genre for Canadian-owned publishers. Sales generated in this segment are largely based on disposable
income, as adult trade books are considered discretionary goods.
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CHILDREN'S AND YOUNG ADULT BOOKS

Books written specifically for children and young adults up to the age of
18 are expected to make up 30.1% of total industry revenue in 2020.

These sales largely depend on school budgets and consumer income, which have grown for the majority of the past
five years with the exception of the current year as a result of the COVID-19 (coronavirus) pandemic. Consequently,
this segment's market share has decreased compared with the beginning of the current period. Over the five years
to 2025, this segment is expected to keep earning a similar or lower share of revenue as competition from
substitutes such as computer programs increases. Overall, picture books in particular have shown difficulty
transitioning to the new digital format as compared with other products in this segment. This may change in the
future as demand for electronic picture books increases alongside expected changes in e-book technology, which
can facilitate these sales.

SCHOLARLY, PROFESSIONAL AND TECHNICAL BOOKS

Scholarly, professional and technical books, including nonfiction books
written for a professional or advanced audience in a specific field such as
medicine or business, are expected to generate 8.7% of industry revenue
in 2020.

Generally, demand for these products increases during an economic downturn as individuals and companies seek
these products to replace more expensive substitutes such as seminars. This is likely to be the case over 2020 as a
result of the coronavirus pandemic, though this segment has ultimately decreased as a share of revenue over the
five years to 2020 as a whole.

E-BOOKS

E-books have been growing in popularity as broadband connections,
mobile telephone subscriptions and mobile device adoption rates have all
risen over the past five years.

Accordingly, e-books are expected to comprise 11.8% of industry revenue in 2020, and have a similar genre
breakdown as the overall industry. As explained in more detail in the Major Markets section of this report, online
sales are exhibiting strong growth, bolstered by a myriad of factors that connect consumers and businesses to the
digital world. Essentially, while e-books have been growing in terms of volume, they are not expected to comprise a
majority of industry revenue anytime soon because e-books are generally less expensive than physical books due to
lower purchase and manufacturing costs compared with physical products. This explains the disparity between the
product segmentation and the major market segmentation of online sales, which also includes online sales of
physical books.

EDUCATIONAL BOOKS

Educational books are expected to account for the smallest portion of
industry sales, second only to the “other” segment, generating 6.9% of
revenue in 2020.

Crucially, this segment does not include academic works, which are instead included in the scholarly and
professional books segment. In this segment, publishers are required to have a specialized set of skills, make large
investments in new products, be up to date on the newest educational technologies and have strong marketing
departments. Further, customers of educational books are capable of competing directly with publishers by creating
their own products, as is the case in universities. Despite the tough competition endured in this segment,
educational books are rarely ever offered at discounted prices, making them higher value products. Moreover, there
are fewer returns made in this segment, and planning for the future is often easier because of the sequential nature
of textbooks.

OTHER

Other books include a wide variety of bound publications.

One important product segment includes yearbooks for educational institutions. Industry operator Friesens
Corporation has carved a market niche by focusing on less ubiquitous publishing activities such as yearbook
publication. Yearbooks experience consistent demand and are almost always physical books rather than digital
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copies, garnering high price premiums and room for value-added services. Other products include books that fall
outside of the aforementioned genres, such as language books, plays, poetry books, anthologies and corporate
publications specific to individual companies. These product lines generally comprise a stable share of demand and
are expected to account for 2.5% of industry revenue in 2020.

Demand
Determinants

Demand for the Book Publishing industry in Canada is influenced by how
consumers perceive the entertainment or educational value of a book
compared with other media, primarily in juxtaposition to substitute
services such as those found on the internet.

This has become increasingly true as leisure time continues to be siphoned off by other, newer and more innovative
forms of entertainment. Ultimately, the amount of time that people spend reading influences their demand for books.

Along with other media, the internet has increased consumer recognition of celebrities and characters, spurring
related book sales for some product segments. Celebrity authors have become a staple revenue generator for most
major publishers over the five years to 2020 as celebrity status becomes more comprehensively ingrained, spread
out among various media outlets rather than specializing in one or two as was the norm in the past. Therefore, while
celebrity authors have acted as catalysts for volume growth, bestsellers by well-known authors in their own right are
also crucial to understanding demand in a given fiscal year. For example, when a new book is released in a
culturally popular series such as Kevin Kwan's Crazy Rich Asians series, demand is expected to climb in turn.

Alongside reading trends, consumer sentiment and personal disposable income levels determine the amount of
money people spend on books. This is less true for printed books, which are seen as more of a premium product
than e-books. E-books, digital printing and online distribution have decreased book costs and increased the
convenience of books to the general public. These advancements, however, have increased pirated copies of books
and have developed used book markets, putting downward pressure on consumer demand for new books.

Furthermore, for some publications, demand is determined by economic factors that are outside the scope of
individual consumers. For example, demand for technical manuals in professional settings is dictated by levels of
corporate profit, changes in regulatory scrutiny and proprietary information. Similarly, for trade publications,
manufacturing output, industrial capacity utilization or new technology can usher in demand for books meant to
educate managers and executives.

Major Markets

  Fundamental changes in how readers buy and consume their books have
also resulted in changes to how industry operators in the domestic Book
Publishing industry in Canada distribute their books.

  Globally, book publishers have traditionally sold to independent bookstores that had the ability to respond to local
demand and cater to local trends. Eventually, however, small independent bookstores were replaced by bookstore
chains, which were able to offer cost advantages to publishers in addition to added services such as promotional
events. With the continued growth of online bookstores, the process of distributing published titles is changing once
more. While this discussion focuses on the major outlets for book sales, it is also prudent to understand the
language markets that book publishers write for. According to Statistics Canada, English books comprise 81.0% of
all sales, while French and other language books make up the remaining 19.0%.
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BRICK-AND-MORTAR RETAIL OUTLETS

In 2020, bookstores and other brick-and-mortar trade stores are estimated
to account for 47.6% of the industry's revenue.

Companies in this market generally sell printed materials and can be part of a chain or an independently owned
entity. Over the five years to 2020, the percentage of purchases made in-store has decreased as demand is
increasingly satisfied by online retailers. Consequently, larger publishers have benefited as bookstores with online
retail capabilities experienced an increase in online demand to stanch the decline in brick-and-mortar sales. Over
the next five years, the importance of bookstores in the distribution network will likely decrease as major bookstore
chains turn to more profitable products.

ONLINE RETAILERS

Online retailers, or e-tailers, have represented a crucial market segment
for the Book Publishing industry, growing quickly during the five-year
period.

The aforementioned trends that have mired the brick-and-mortar aspect of book sales have, in turn, been a veritable
boon when it comes to online sales. Online retail outlets are expected to account for 25.9% of revenue in 2020, and
are expected to steadily climb, eventually stripping brick-and-mortar outlets as the primary market for books. In
essence, while demand for the industry's products has declined due to pricing pressures, the market for these
products has been quickly transitioning to hybrid and completely digital models in some cases. Moreover, the
increasing complexity and efficacy of targeted online advertising campaigns is further contributing to rising sales in
the digital marketplace.

EDUCATIONAL INSTITUTIONS

Direct sales to educational institutions are expected to account for 17.2%
of industry revenue in 2020.

Educational institutions serve as an integral market for textbook publishers, although many of these clients have
been purchasing fewer textbooks over the five years to 2020. In addition, it is estimated that the digital resources
provided by textbook publishers represent one-fifth of total use in the classroom, and yet only account for a much
smaller proportion of the industry's revenue. This is primarily attributed to educational institutions using online
resources as a replacement for physical books, enticed by the value-added services that publishers such as industry
major player Pearson Canada Inc. can offer through online resources. This shift toward digital resources will likely
continue in the future, which will adversely affect revenue generated from this market, though at a slower rate in
comparison with brick-and-mortar retail stores.

EXCLUSIVE AGENTS AND DISTRIBUTORS

Exclusive agents and distributors are expected to account for 9.3% of
industry revenue in 2020.

Exclusive agents focus on attracting individual publishers or authors to their promotional endeavours and rely on
institutional support from mostly smaller operators that do not have their own distribution divisions. Conversely,
distributors in this market build massive inventories of books so that they can distribute faster moving titles from
Canadian book publishers. Over the next five years, e-book publishing will become a more common practice,
resulting in distributors and other wholesalers losing some of their importance as publishers begin to handle more of
their own distribution.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Many operators in the Book Publishing industry in Canada have facilities abroad, but segment their international
operations into regional divisions. Moreover, book publishing is considered a service rather than a manufacturing
activity. Consequently, the Book Publishing industry in Canada does not engage in international trade.
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Business
Locations

  The majority of industry establishments in the Book Publishing industry in Canada are located in Quebec and Ontario, which are
expected to collectively account for 70.2% of total establishments in 2020. Revenue generated in Ontario is mainly attributed to
English-language publishers. In 2020, Ontario is estimated to contain 38.1% of total industry establishments. Since Ontario is
home to many of the oldest book publishers, including industry operator Harlequin Enterprises Limited, a subsidiary of News
Corporation, various book publishing start-ups have originated in the province, suggesting that technological advances in the
industry are likely to originate in Ontario.

Quebec represents the second-largest region for the industry when it comes to establishment counts, as it accounts for the
second-largest portion of industry revenue behind Ontario. As a result, Quebec is home to 32.1% of Canadian book publisher
establishments. Unique to the region, French-language titles outpace English-language titles when it comes to book sales.
Although this stems from cultural norms, the Quebec provincial government also requires that local institutions purchase
exclusively from accredited Quebec retailers. Consequently, most establishments in Quebec focus on French-language publishing
and sell mainly to local markets.

Of the remaining provinces, British Columbia, which houses the third-largest population share and industry leader Friesens
Corporation, is expected to account for 16.1% of total industry establishments in 2020. The region's larger share of the overall
population implies that there is a relatively large market for industry products. Similarly, Alberta is the fourth-largest province by
both population and number of establishments, with the region housing an estimated 7.3% of industry establishments in 2020.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Book Publishing industry in Canada is ultimately categorized by a high level of market share concentration. In
2020, the five largest industry operators are expected to account for 64.3% of industry revenue, which marks an
increase in market share concentration from 2015. Despite most of the industry's major players suffering some sort
of revenue loss over the five years to 2020, these companies have better adapted to the steadily changing
landscape of book publishing in Canada and consequently stymied the more widespread decline of the industry as a
whole, raising market share in the process. Furthermore, although the industry is highly fragmented overall due to
the majority of operators in the industry being nonemployers, name brand recognition is strong for the top five
companies in the industry, which has further aided these companies in carving out their own respective shares of
the market. Additionally, many of the smaller publishing companies in Canada have been forced to close over the
past five years due to poor sales and a lack of investment in online publishing segments, increasing the market
share concentration of the remaining players in the industry as a direct consequence. However, with the growth of e-
books, it is important to note that nonemployer operators have been able to enter the industry more easily than in
the past. According to data sourced from Statistics Canada, nonemployers account for nearly 75.0% of all industry
establishments, therefore demonstrating the extent of the industry's small-scale operations. This is in large part due
to the protectionist policies that have been enacted by the Canadian government, which have attempted to limit the
concentration of foreign-owned companies in the industry, resulting in many failed enterprises being bought by other
Canadian-owned companies as opposed to their foreign-owned counterparts. With these policies still very much in
place, industry concentration will likely remain relatively stable in the foreseeable future.

Key Success
Factors

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

Management of a high-quality assets portfolio:
It is essential that publishers develop a portfolio of books by talented writers that are in demand by readers.

Control of distribution arrangements:
It is important for publishers to understand and gain control of distribution channels.

Establishment of brand names:
Strong branding can attract authors and consumers, affecting both the input and downstream demand for books.

Ensuring pricing policy is appropriate:
Appropriate pricing can help maximize revenue, minimize returns and clear stocks.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 4.5% of total industry revenue in 2020, down
from 8.6% in 2015 primarily as a result of the COVID-19 (coronavirus)
pandemic of 2020. Over the past decade, however, the emergence and
proliferation of new technologies has changed how the industry's
consumers read and buy books, which are all factors that have affected
the way industry book publishers operate. As a result, operators have
been forced to incorporate the digital advancements that have occurred
in the industry into their business models in some capacity if they wish
to remain profitable. Consequently, many operators have embraced the
industry's shift to e-books and other digital content by maintaining a sort
of hybrid business model that combines both the physical printing of
books and the provision of digital e-books to the industry's consumers.

 

  Wages

Wages are expected to account for 24.7% of revenue in 2020, up
slightly from 23.5% in 2015. Importantly, wages do not include royalties
and other payments to authors, as they are not on an operator's payroll.
However, this category does include payments made to the industry's
employees for seeking out talent, providing editorial services and book
design. Wages as a share of revenue have risen slightly over the past
five years, despite industry wages decreasing in real terms. Over the
five years to 2025, wages' share of revenue is projected to remain
stable.
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  Purchases

Purchases are estimated to make up 34.2% of industry revenue in
2020, up from 33.0% in 2015, despite the transition to digital products
diminishing the cost of printing. Purchasing costs generally include
content, paper, ink, printing equipment and packaging materials. Of
these costs, content comprises a significant portion of industry revenue,
and it is commissioned, contracted or licensed from authors. Depending
on the type of arrangement, writers are paid a set amount in advance,
receive dividends from sales or have a combination of both factors.

Paper and printers are the other major purchases made by the
publishing industry. These are typically a somewhat fixed cost because
of long-term contracts with suppliers and because publishers can alter
paper quality to keep costs stable. For example, if paper prices
increase, books are often printed on lower-quality paper to keep this
cost steady. Another way that book publishers conserve their purchase
expenses is by recycling paper and ink themselves and then using the
recycled materials.

 

  Marketing

Companies in the industry are estimated to spend 4.3% of revenue on
marketing initiatives and the promotion of books in 2020, representing a
marginal increase from 4.0% in 2015. Publishers provide displays and
posters to retail outlets as part of their various promotional campaigns.
Other forms of common book advertisements include online, billboard
and TV placements, in addition to a publisher's presence at trade
shows and other industry events.

 

  Depreciation

Depreciation costs are expected to comprise 4.2% of industry revenue
in 2020, stable compared with 2015 levels.
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  Rent

Rent costs are estimated to account for 1.8% of industry revenue in
2020, up slightly from 1.7% in 2015. Overall, these costs do not
comprise a significant portion of industry revenue for the Book
Publishing industry in Canada.

 

  Utilities

Utility costs for the industry have remained unchanged during the
period. In 2020, the average industry operator is estimated to spend
0.3% of revenue on utilities.

 

  Other Costs

Other costs include transportation and costs related to administrative
operations. Publishers contract these services out to third parties to
keep such costs low. These costs, as well as royalties, rights and
licensing fees are expected to account for the remaining 26.0% of
industry revenue in 2020.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  Operators in the Book Publishing industry in Canada compete for content
above all, particularly works written by well-known authors and public
personalities.

Operators also compete on the basis of price and brand recognition. Vertical integration, such as Amazon.com Inc.'s
(Amazon's) ability to exclusively publish books aimed at its Kindle platform, and the increasing popularity of
multimedia books have led to higher pressure on pricing. IBISWorld expects industry competition to remain high,
benefiting well-established publishers at the cost of smaller operators over the five years to 2020.

INTERNAL COMPETITION

Leading publishing groups work to attract and invest in long-term
contracts with authors of best-selling books to guarantee rights to their
works.

Similarly, authors are often attracted to well-known publishers that have the financial flexibility to invest in brands,
offer more lucrative contracts and have well-established distribution channels, benefiting larger publishers. These
larger publishers have a strong and consistent presence in their downstream markets, such as in-store locations or
specific online channels. Complementary products and services are important to authors and consumers as well,
especially in the textbook market. Consequently, publishers are offering online education programs, testing and
interactive products with textbooks, exemplified by industry operator Pearson PLC's rebranding as a solely
educational publishing company that offers a litany of educational services and assessment options. These
programs and added services require a high level of technological competence, which requires significant capital
investment. Thus, larger publishers tend to offer more online content than their smaller competitors.

Moreover, the ability to negotiate with central buyers is important for book publishers, as it enables them to sell their
books to consumers at more competitive prices. Oftentimes, the acquisition of smaller companies results in lower
operational expenses, making larger companies more likely to have wider profit margins due to economies of scale.
In addition, the ability to promote brands and books through advertisements, counter displays, trade shows, authors'
tours and competitions is key to generating sales.

EXTERNAL COMPETITION

The internet is establishing an extremely large market for online
publishing companies.

This trend takes away from industry publisher revenue, as these sales go through different outlets. As an example,
Amazon's publishing arm intentionally overpays for content, which encourages high advance payments. Usually,
these payments are too high for industry operators to compete effectively, and they are forced to exit the industry or
shrink their profit to garner lucrative contracts. Further, with the rise in the amount of services conducted online,
authors are increasingly taking on publishing activities on their own. Through such self-publishing, authors are able
to forego the premiums paid to industry operators with the help of online resources, contributing to nearly three-
fourths of industry operators being nonemployers in 2020.

Large booksellers, such as Barnes & Noble Inc., are also taking from publisher revenue, since they have been
increasingly pursuing the publishing and distribution rights to books. Simultaneously, book publishers compete with
players in other media industries. Alternate forms of entertainment, such as watching TV, browsing the internet and
reading magazines, are direct substitutes for reading books. However, these industries compete with books aimed
at general audiences. Some industry products, primarily those geared toward professional and academic markets,
have less elastic demand, which encourages different kinds of competition, primarily based on value-added services
and proprietary information.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  The Book Publishing industry in Canada exhibits
moderate barriers to entry, including the costs of
recruiting authors; purchasing paper; printing services and
printers if the company prints themselves; developing
distribution channels; and marketing. Of these barriers,
the most difficult to overcome is the development of
distribution channels. Often, buyers of industry goods
seek out reputable and well-established companies,
which makes it difficult for new industry entrants. In retail
stores that carry a small selection of books, leading
publishers often have a dominant share of shelf space.
Major book wholesalers typically reject book publishers
that have less than 10 titles or low sales volumes.

One exception to the moderate barriers to entry
characterizing the industry is the presence of industry
products on the internet in either the physical or the e-
book formats. In a 2017 study, BookNet Canada found
that 38.0% of publishing firms in the industry have a
digital-only publishing program, through which the firm
only produces digital editions for particular, predetermined
titles. In a similar study conducted in 2016, BookNet
Canada also found that 29.0% of all e-books sold that
year were digital originals, meaning that no physical copy
of the book was ever produced, or if so, it was produced
at a later date. Further, of all e-books published in 2016,
20.0% of those e-books received zero sales. The fact that
one-fifth of e-books are published but not actually sold
suggests that an operator can enter the industry with low
start-up costs (e.g. no printing or paper costs) and publish
material that may not be commercially successful. These
operators tend to be nonemployers.

In addition, established book businesses streamline
operations on a regular basis, cutting their production
costs. This factor enables established publishers to offer
books at much lower prices. Barriers in the educational
book publishing market are significantly higher due to the
importance of brand names, relatively high upfront
investments in the textbook creation process and
increasing pressure from the market for additional
products and services for online learning.

Barriers to Entry Checklist

Competition High  

Concentration High  

Life Cycle Stage Decline  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  Globalization in the Book Publishing industry in Canada has remained low over the five years to 2020. In Canada,
foreign-owned subsidiaries in the industry include the English media giant Pearson PLC and the Canadian-owned
but United States-based Thomson Reuters Corporation, among others. These companies generate a significant
portion of industry revenue, though there are only a few foreign-based book publishing companies in Canada. The
Canadian government's Department of Canadian Heritage runs a program titled Support for Publishers, which
supports the continued production and promotion of Canadian books through assistance, mainly monetary, for
Canadian-owned and controlled publishers. Consequently, given the protectionist nature of the Canadian
government with regard to book publishing and cultural production in Canada in aggregate, the level of globalization
in this industry is not expected to change significantly over the five years to 2025.
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Major Companies

Major Players Thomson Reuters Corporation

Market Share: 44.3%

  In April 2008, the Thomson Corporation purchased the London-based Reuters Group PLC to subsequently form the
Thomson Reuters Corporation. Initially, the company was formed as a dual-listed company that operated under the
names Thomson Reuters Corporation and Thomson Reuters PLC, both of which were publicly traded. However, in
2009, the company unified its structure to officially become the Thomson Reuters Corporation (Thomson Reuters).
Since its inception, the company has become a global leader of information for businesses and professionals,
generating a global revenue of $7.8 billion in 2019 across all operating segments (latest data available). The
company employs 24,400 people globally and operates in over 100 countries.

As a company, Thomson Reuters generates the majority of its revenue from selling subscriptions to electronic
content and providing services to a range of professionals. The company has most recently undergone a corporate
restructure so that its operations may be organized into five clearly segmented and reportable business units, which
include Legal Professionals, Corporates, Tax Professionals, Reuters News and Global Print. The Legal
Professionals segment aims to provide law firms and government clients with research and workflow products that
focus chiefly on forward-looking legal research, while the Corporates segment caters to the seven largest global
accounting firms with a range of product offerings related to legal, tax and regulatory and compliance activities.
Further, the company's Tax Professionals segment aids tax, accounting and audit professionals in accounting firms
that do not comprise the seven largest global firms serviced by the Corporates segment. This particular segment
also assists government tax authorities.

Reuters News comprises the world's largest international news provider, with 2,500 journalists operating globally to
deliver the latest unique news stories, alerts, pictures and images and video stories. Lastly, the Global Print segment
provides print information to legal and tax professionals, governments, law schools and corporations. The segment's
primary competition comes from the LexisNexis database. While the company was not a major player in the industry
until the first year of the reporting period, it has maintained its position as a major player in every year of the
reporting period, and is expected to remain a major player in the industry in 2020. Therefore, the company's
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industry-relevant revenue listed in the table below reflects its 2015 emergence into the Book Publishing industry in
Canada.

Financial performance

Over the five years to 2020, Thomson Reuters' industry-specific revenue is expected to rise at an annualized rate of
1.4% to total $734.0 million. This relatively modest growth is not only indicative of the increasingly difficult business
environment in which industry operators must compete, but also succinctly exemplifies the benefits that are accrued
to Thomson Reuters due to economies of scale. In 2020, the company's operating profit, defined as earnings before
interest and taxes, is projected to reach $233.1 million, though it is projected to decline 19.1% over the year itself as
a result of the COVID-19 (coronavirus) pandemic and as the company contends with increased competition from
other professional content providers and companies offering niche content.

 
Thomson Reuters Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 684.6 N/C 244.6 N/C
2016 709.1 3.6 242.2 -1.0
2017 549.6 -22.5 198.9 -17.9
2018 841.3 53.1 304.4 53.0
2019 750.1 -10.8 288.0 -5.4
2020 734.0 -2.1 233.1 -19.1

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)

CBS Corporation

Market Share: 6.6%

Brand Names Simon & Schuster

  CBS Corporation (CBS) is a mass media corporation based in New York, NY. Founded in 1886, the company has a
long and rich history in the media sector with broadcasting, publishing and TV production operations. In 2019, CBS
employed nearly 24,000 people and generated $36.9 billion in revenue (latest data available). CBS concentrates its
daily operations under four main business segments, which include entertainment, cable networks, publishing and
local media, of which only the company's publishing arm is industry-relevant. CBS' publishing division comprises the
publishing firm Simon & Schuster Inc. (Simon & Schuster), which possesses a tangible presence in Canada. It is
consequently through this firm that CBS operates in the Canadian Book Publishing industry. Simon & Schuster
publishes and distributes books to consumers using over 30 imprints in a myriad of genres and formats, including e-
books and physical books. Some of Simon & Schuster's imprints include Pocket Books, Scribner, Gallery Books and
Atria Books. Simon & Schuster publishes over 2,000 titles annually, with 206 of those securing a place on the New
York Times bestseller list in 2018.

Simon & Schuster Canada acts as the exclusive Canadian distributor of Simon & Schuster books and publishes
domestic, Canadian authors under its many imprints. The company's Canada-specific imprints include the Free
Press, Touchstone, Atria, Young Readers, Atheneum, Solaris, Merck Publishing and Cider Mill Press, among many
others. Its imprints range from professional and trade publications to children's books and general adult publishing.
Currently, Simon & Schuster is in the process of being sold by CBS, as its parent company no longer sees the book
publisher as a component of its core business strategy. The German media group Bertelsmann AG has recently
announced its intent to join the race to purchase Simon & Schuster, though no official announcements regarding the
result of the anticipated sale have been made as of the time of this writing.

Financial performance

Over the five years to 2020, Simon & Schuster Canada's industry-relevant revenue is expected to fall at an
annualized rate of 4.8%, reaching a projected $109.1 million. Similarly, operating profit, defined as earnings before
interest and taxes, is projected to decrease at an annualized rate of 6.9% to $14.3 million, with this decline caused
largely as a result of the coronavirus pandemic of 2020.
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CBS Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 139.5 N/C 20.4 N/C
2016 142.2 2.0 22.1 8.2
2017 150.7 5.9 24.7 11.9
2018 117.6 -21.9 20.5 -16.8
2019 118.8 1.0 20.9 1.7
2020 109.1 -8.2 14.3 -31.6

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)

Pearson PLC

Market Share: 5.9%

  Pearson PLC (Pearson) is an international media conglomerate involved in publishing, education and the
dissemination of business information. The company's primary business operations are in the United Kingdom and
the United States. However, Pearson also runs substantial businesses in Australia, Canada, Ireland, India and
South Africa. More specifically, Pearson concentrates its industry-specific Canadian operations under the company
name Pearson Canada Inc. Globally, the company employs over 22,500 people in over 70 countries and has four
major operating segments after its restructuring. These segments are Global Online Learning, Global Assessment,
North American Courseware and International, of which North American Courseware is the only industry-relevant
segment.

Early on during the five-year period, Pearson made several moves meant to diversify and strengthen its position in
the industry's market, a continuation of the company's efforts directly prior to the beginning of the reporting period. In
2013, the company formed a joint venture between its own Penguin brand publishing arm and Bertelsmann AG's
Random House to ultimately form Penguin Random House. Under the approved agreement, Pearson owned 47.0%
of the venture, while Bertelsmann retained control with 53.0%. In 2017, however, Pearson disposed of a 22.0%
stake in the Penguin Random House venture so that the company could then participate in a share buyback worth
$510.8 million. This buyback was officially completed in February 2018. Following this activity, Pearson owned
25.0% of Penguin Random House, though the company decided to sell its remaining stake to Bertelsmann in 2019,
with the deal closing in the first half of 2020. Importantly, the company completely rebranded itself in 2015, focusing
entirely on education rather than its more diversified publishing past.

Over the past several years, Pearson has struggled significantly in the North American higher education courseware
segment, which includes textbook sales, as it has grown faster in its emerging markets and in the services
operations segment. Moreover, the mass movement of students away from new textbooks in favour of secondhand
copies and digital learning resources has further augmented the company's difficulties regarding the North American
market, with Pearson announcing at the beginning of 2019 that its revenue at a key US business fell by as much as
5.0% in 2018. Pearson expected this trend to continue moving forward, causing the company to undergo another
restructuring in 2019 with respect to its operating segments.

Financial performance

Due to Pearson experiencing difficulty as a result of its declining North American textbook sales, over the five years
to 2020 the company's industry-relevant revenue is forecast to decrease at an annualized rate of 10.4% to an
estimated $98.0 million. Further, the company's operating profit, defined as earnings before interest and taxes, is
projected to comprise a loss of $1.4 million over 2020 as a result of the coronavirus pandemic disrupting the
company's normal business operations.
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Pearson PLC (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 170.0 N/C 25.6 N/C
2016 226.0 32.9 31.5 23.3
2017 257.2 13.8 32.8 4.1
2018 246.2 -4.3 33.0 0.5
2019 118.0 -52.1 8.4 -74.6
2020 98.0 -17.0 -1.4 -116.3

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from GBP to CAD)

Other Companies The Book Publishing industry in Canada is highly fragmented, with the majority of the industry's book publishers
undertaking small-scale operations on a regional basis. According to Statistics Canada, 98.1% of all establishments
employ fewer than 100 people, with 58.6% establishments employing fewer than five people. Additionally, none of
the industry's establishments have more than 500 employees, further illustrating the fragmented nature of the
industry. Still, within this environment, some companies have attained a substantial market share by focusing on
niche markets and acquisition activity to grow their presence in the industry.

News Corporation

  Market Share: 4.4%
  Brand Names:  HarperCollins
  Headquartered in New York, NY, and incorporated in Delaware, News Corporation (News Corp) is a media and

information services company comprising different business units that operate across a range of media channels,
including news and information services, book publishing and digital education. Of the company's various business
segments, News Corp's industry-relevant revenue is generated from its book publishing unit. This segment, which
includes HarperCollins Publishers LLC (HarperCollins), publishes both printed and electronic content for the trade
book publishing market. HarperCollins is the second-largest consumer book publisher in the world on the basis of
global revenue, publishing through more than 120 imprints such as Harper, HarperCollins Children's Books, William
Morrow and Company and Harlequin Enterprises Limited (Harlequin). Harlequin sells books through a distribution
network of retail channels, both in-store and online, and directly to consumers through direct mail and online orders.
Overall, HarperCollins maintains a print and digital global catalog that includes over 200,000 publications in differing
formats, including digital. The company also licences the rights to publish its authors' works in over 50 languages. In
2020, IBISWorld estimates that the company's industry-relevant revenue will reach $73.0 million, corresponding to a
market share of 4.4%.

Friesens Corporation

  Market Share: 3.9%
  Brand Names:  FriesenPress
  Founded in 1907, Friesens Corporation (Friesens) is an employee-owned printer and publisher of hardcover books

and yearbooks located in Altona, MB. The company operates under its book division, yearbooks segment,
packaging segment, FriesenPress and think4D. Currently employing over 600 people, the company operates in the
industry through its self-publishing subsidiary, FriesenPress. FriesenPress was established in 1923 and publishes
dozens of books a year in many genres, particularly young adult, children's and general fiction. Only FriesenPress is
considered industry-relevant. Friesens maintains a single production facility in Manitoba, where it prints all of its
books in its internal printing segment.

Importantly, while the print industry is largely in decline, Friesens has managed to maintain its market share by
focusing on a niche market, yearbooks and textbooks, keeping it afloat amid an uncertain industry landscape.
Moreover, the company has worked to garner significant publishing and print contracts, which reinforce each other
by boosting its reputation in the print world. Although the company is private and therefore does not disclose its
financial information, IBISWorld estimates that Friesens' industry-relevant revenue will reach $50.3 million in 2020,
reflecting a 3.0% market share.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  Although the book publishing process is primarily
dependent on labour, the Book Publishing industry in
Canada is characterized by a medium level of capital
intensity overall. To this end, in 2020, the average
publisher is estimated to spend $0.17 on capital
investments for every $1.00 spent on industry wages, down
marginally from $0.18 in 2015. This decline during the
reporting period is primarily attributed to the publishing
process comprising tasks that require human discretion,
e.g. talent acquisition, contract negotiations, editing,
designing and marketing. Similar to many other
information-based industries, industry book publishers rely
heavily on people to sort through information, determine
what is relevant to consumers and promote it appropriately.

Recently, however, there has been a push to move toward
a more automated publishing process compared with
historical levels, explaining the industry's moderate level of
capital intensity overall. Slowly, the manual labour that has
been traditionally inherent in designing book covers and
creating layouts is increasingly being replaced by template-
based programming, diminishing wage costs. Across the
industry, digital printing and online platforms are changing
the book publishing process, and those that take
advantage of these new technologies first will attain a
competitive advantage. Currently, the focus on digital
processes is mostly being emphasized by larger industry
operators, but as more operators join the digital movement,
capital investment will likely increase across the board.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Medium Rate of
Innovation

Potential A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Medium Innovation
Concentration

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

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

Very Low Rate of Entry Very
Unlikely

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

Medium Market
Concentration

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

  Both the rate of new innovation and the concentration are in line with the average across all industries.

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

Similar to many other print industries, the Book Publishing industry in Canada
has experienced disruptions due to digitization.

In this case, e-books have disrupted the traditional business model employed by industry operators. Although digital book
editions are not new by any means, they began growing exponentially in popularity once Amazon.com Inc. (Amazon)
released its Kindle series of e-book readers, causing e-books to gain wide acceptance among consumers as the Kindle
became increasingly popular. Moreover, the concurrent proliferation of smartphones with internet access capabilities has
also made it possible for Canadian consumers to download e-books on the go. Consequently, reading a book nowadays is
as simple as having an e-book downloaded on a smartphone. Plus, e-books are more price competitive compared with the
products sold by this industry, as e-book distributors generally seek to offer steep discounts on e-book titles in an effort to
sell more e-book readers and e-books themselves. As a result, e-books frequently contain the same content as a print
edition, but at a fraction of the cost compared with the average price of a hardcover, or even a paperback, book. Over the
five years to 2025, e-books are not expected to continue disrupting the industry as monumentally as they have over the five
years to 2020. However, e-books have established themselves as a stable substitute for the industry's products,
threatening operators' revenue streams.

The level of technology change is    Medium

  Historically, the book publishing and printing processes have remained fairly
unchanged.

However, the proliferation of online services has resulted in multiple technological shifts for the Book Publishing industry in
Canada, the majority of which relate to the digitization of the publishing process. The digitized process has enabled
operators to customize, personalize and individualize books on a completely different scale. Industry-specific software
systems help automate the entire process, from order placement and production to delivery and invoicing. Automation in
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printing has enabled continuous monitoring of quality and self-correction, saving the time and costs it would require for
people to complete these tasks by hand. Further, computer composition software, such as desktop publishing, has
decreased the time it takes to publish a book. These changes have driven larger operators to improve their operational
efficiency, but have also presented smaller publishers with the opportunity to more successfully compete with hybrid or
completely digital business models.

The rise of online bookstores represents the first major change in Canada's Book Publishing industry, most notably the rise
of Amazon.com Inc. These online bookstores are supported by fast search engines that enable consumers to locate books
by title, author or other discerning factors in a matter of seconds. Once located, individual consumers can then either
purchase a physical copy of their desired products or download them to their desktops, tablets, mobile phones and other
digital devices. In addition to having the ability to create printed copies, consumers also own the digital rights to the books
they purchase, providing them with the ability to access the information over the long term using a desktop computer or an
e-book reader. These changes have reduced the cost of books to consumers, as online copies of books are typically less
expensive compared with physical copies; thus, online bookstores are becoming a major driver of demand for books. As it
pertains to the industry, online bookstores have created a new distributing channel for book publishers. Whereas a brick-
and-mortar store has limited shelf space, an online bookstore is more willing to accept work from lesser-known authors and
publishers.

E-book readers have also become more affordable over the five years to 2020, generating demand and a slew of
technological changes specific to e-book consumption. These readers grant consumers access to millions of titles on a
singular device that is easily transportable. Moreover, these readers have presented self-publishers with a viable means of
conducting business that also involves lower costs and overhead. For industry operators, the publication of e-books
comprises an entirely different process. Compared with their printed counterparts, e-books do not require printing, binding,
warehousing or shipping, but require a different set of skills altogether, including marketing and digital promotion strategies.

These changes have been driven by the internet and growing internet connectivity writ large, which both serve as a perfect
complement to books and provide updated information, tutorials and testing materials. Publishers are increasingly building
online communities centred around authors and genres to strengthen relationships with readers and create new revenue
streams. In addition, many digital publishers, including industry leader the Thomson Reuters Corporation, have responded
to these technological shifts by offering clients and consumers with a range of online value-added services, such as
consistently updated technical manuals alongside the provision of expert consultation for these professional texts,
bolstering revenue in the process.

Revenue
Volatility

The level of volatility is    Low

  The Book Publishing industry in Canada is characterized by a low level of
revenue volatility over the five years to 2020, as the industry's revenue
declined steadily (that is, by comparable amounts) during the period as a
whole.

The largest year of industry revenue decline is projected to occur in 2020 as a result of the COVID-19 (coronavirus)
pandemic, with industry revenue expected to fall 2.8%. Further, the lowest year of revenue decline for the industry occurred
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in 2015, in which industry revenue declined only 0.4%. Over the five years to 2020, industry revenue has fluctuated an
average of 0.9% year-over-year, ultimately connoting a low degree of revenue volatility.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Canadian government operates in the Book Publishing industry in Canada
through its Department of Canadian Heritage, also referred to as Canadian
Heritage.

The goal of Canadian Heritage is to connect readers, both domestic and international, to Canadian-authored books. As part
of its objective, the department has implemented three pieces of legislation, two of which are directly applicable to
publishers, which include the Canada Book Fund (CBF) and policies on foreign investment in the book industry. The CBF is
discussed in detail in the Industry Assistance section of this report.

Under the Revised Foreign Investment Policy in Book Publishing and Distribution, the societal net gain of a foreign
investment in book publishing is assessed using provisions of the Investment Canada Act. Under the act, the net benefit of
a foreign investment is evaluated on a case-by-case basis by the Minister of Canadian Heritage. The policy is meant to
support and maintain Canadian control of the publishing industry. Consequently, a foreign company can only acquire a
Canadian book publisher that is in financial duress and must prove that their acquisition will benefit Canadian book
publishing from a societal viewpoint.

Industry
Assistance

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

The federal government is committed to maintaining a domestic presence in
the Book Publishing industry in Canada, primarily through regulatory controls.

The exact manner in which this is done is outlined in the Regulations and Policy section of this report. However, there are
some forms of government assistance that are available for print industries in general and for industry operators in
particular. For instance, the Canada Book Fund (CBF) ultimately subsidizes the production, marketing and distribution of
books with Canadian authors through two main avenues: the first being Support for Organizations and the second Support
for Publishers. The CBF's goal when it comes to organizational support is to both strengthen and further improve the
infrastructure and efficiency of the domestic book publishing industry. This is done through the provision of internships,
support granted to technology projects and the organization of professional development opportunities.

Further, Support for Publishers, the second method through which the CBF supports the industry, provides direct support to
book publishing firms specifically. To qualify for CBF support, publishers must have completed at least one year of
operation as a book publisher; be at minimum 75.0% Canadian-owned; have their headquarters and at least three-quarters
of their employees based in Canada; be a private-sector book publishing firm or university press; be financially viable
according to the CBF's criteria; and have fulfilled any and all contractual obligations to their authors with specific reference
given to the proper payment of authors, among other requirements. Supplementary funding is also available for export
sales as part of the publishing support granted to these firms. Discussions surrounding the domestic print industry,
including funding for the Canada Periodical Fund and the CBF, have comprised a seminal aspect of the country's federal
budgetary conversations, with the possibility that these discussions may merit increased amounts of funding in the future
since the government frequently enacts protectionist policies regarding domestic content production.

Aside from government intervention, industry operators are also assisted by the Association of Canadian Publishers. The
association represents a reported 115 Canadian-owned book publishers and runs a range of programs meant to benefit the
industry. One such program is eBOUND Canada, which was launched in 2009. The nonprofit organization was created with
the objective of increasing Canadian publishers' presence in the digital marketplace by assisting in the e-book distribution
process, digital asset management, conversion services and professional training. Another important organization is the
Book and Periodical Council, which is directly relevant to the industry but includes resources for the broader print sector as
well.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income ($)

2011 2,173 785 1,517 1,357 7,265 N/A N/A 424 N/A 28,392
2012 2,080 738 1,475 1,312 7,423 N/A N/A 424 N/A 28,883
2013 1,938 671 1,536 1,342 7,097 N/A N/A 421 N/A 29,369
2014 1,797 658 1,569 1,375 6,751 N/A N/A 417 N/A 29,466
2015 1,791 651 1,604 1,431 6,616 N/A N/A 421 N/A 30,804
2016 1,756 649 1,597 1,434 6,729 N/A N/A 418 N/A 30,333
2017 1,731 674 1,637 1,475 6,905 N/A N/A 419 N/A 30,715
2018 1,716 611 1,649 1,484 6,837 N/A N/A 422 N/A 30,881
2019 1,703 637 1,628 1,464 6,777 N/A N/A 418 N/A 31,180
2020 1,656 554 1,624 1,463 6,644 N/A N/A 409 N/A 29,946
2021 1,665 614 1,635 1,474 6,662 N/A N/A 411 N/A 30,593
2022 1,665 613 1,641 1,480 6,665 N/A N/A 411 N/A 31,375
2023 1,662 610 1,643 1,483 6,662 N/A N/A 411 N/A 31,840
2024 1,661 609 1,647 1,486 6,661 N/A N/A 410 N/A 32,126
2025 1,660 606 1,647 1,487 6,650 N/A N/A 410 N/A 32,380

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2011 -6.02 1.29 -4.30 -3.56 -4.36 N/A N/A -1.83 N/A -0.58
2012 -4.28 -5.96 -2.77 -3.32 2.17 N/A N/A 0.07 N/A 1.73
2013 -6.83 -9.04 4.13 2.28 -4.40 N/A N/A -0.69 N/A 1.68
2014 -7.31 -2.02 2.14 2.45 -4.88 N/A N/A -0.93 N/A 0.33
2015 -0.36 -1.13 2.23 4.07 -2.00 N/A N/A 0.86 N/A 4.54
2016 -1.93 -0.31 -0.44 0.20 1.70 N/A N/A -0.74 N/A -1.53
2017 -1.45 3.88 2.50 2.85 2.61 N/A N/A 0.19 N/A 1.26
2018 -0.83 -9.36 0.73 0.61 -0.99 N/A N/A 0.74 N/A 0.53
2019 -0.78 4.22 -1.28 -1.35 -0.88 N/A N/A -0.86 N/A 0.96
2020 -2.78 -13.0 -0.25 -0.07 -1.97 N/A N/A -2.13 N/A -3.96
2021 0.53 10.8 0.67 0.75 0.27 N/A N/A 0.31 N/A 2.15
2022 0.00 -0.18 0.36 0.40 0.04 N/A N/A 0.02 N/A 2.55
2023 -0.15 -0.46 0.12 0.20 -0.05 N/A N/A -0.05 N/A 1.48
2024 -0.08 -0.22 0.24 0.20 -0.02 N/A N/A -0.03 N/A 0.90
2025 -0.10 -0.42 0.00 0.06 -0.17 N/A N/A -0.15 N/A 0.78

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 36.1 N/A N/A 299 19.5 4.79 58,348
2012 35.5 N/A N/A 280 20.4 5.03 57,147
2013 34.6 N/A N/A 273 21.7 4.62 59,363
2014 36.6 N/A N/A 266 23.2 4.30 61,828
2015 36.3 N/A N/A 271 23.5 4.12 63,634
2016 36.9 N/A N/A 261 23.8 4.21 62,104
2017 38.9 N/A N/A 251 24.2 4.22 60,637
2018 35.6 N/A N/A 251 24.6 4.15 61,694
2019 37.4 N/A N/A 251 24.6 4.16 61,709
2020 33.4 N/A N/A 249 24.7 4.09 61,604
2021 36.9 N/A N/A 250 24.7 4.07 61,633
2022 36.8 N/A N/A 250 24.7 4.06 61,620
2023 36.7 N/A N/A 250 24.7 4.05 61,618
2024 36.6 N/A N/A 249 24.7 4.04 61,612
2025 36.5 N/A N/A 250 24.7 4.04 61,624

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Association of Canadian Publishers
http://www.publishers.ca

Canadian Heritage
http://www.canada.ca/en/canadian-heritage.html

BookNet Canada
http://www.booknetcanada.ca

Canadian Publishers' Council
http://www.pubcouncil.ca

Industry Jargon BRICK-AND-MORTAR
A store that has a physical presence and location, as opposed to an online retailer.

DIGITAL PRINTING
The process of printing a batch of books, typically a few hundred, using laser printer technology to save on
production and inventory costs.

EBOOK
A book in a digital format that can be read on a computer or on a variety of mobile devices.

TRADE BOOK
A fiction or nonfiction book printed for general distribution.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

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

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

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

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

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.
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INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

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

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

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

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

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

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

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

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

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