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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 Cable Networks industry in Canada is not expected to be significantly affected in the long run as a
result of the ongoing COVID-19 (coronavirus) pandemic. For more detail, please see the Industry Outlook chapter.

· Some of the industry's global demand conditions are expected to have been preserved by the nature of the
industry's operations despite the coronavirus pandemic. For more detail, please see the Industry Globalization
chapter.

· Industry profit is projected to have been affected markedly in 2020 specifically 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.



Cable Networks in Canada February 2021

4 IBISWorld.com

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.



Cable Networks in Canada February 2021

5 IBISWorld.com

About This Industry
Industry Definition The Cable Networks industry in Canada distributes TV programs on a subscription or fee basis through cable

systems. Industry operators include specialty TV cable networks and pay-per-view programming. Programming
production and satellite broadcasters are excluded from this industry.

Major Players Bell Media

Rogers Communications Inc.

Corus Entertainment Inc.

Quebecor Inc.

Main Activities The primary activities of this industry are:

Operation of facilities for subscription- or fee-based broadcasting

Acquisition or production of programming for supply to third-party broadcasters

Limited format programming of news, sports and educational programs

The major products and services in this industry are:

Subscriber revenue

Sales of local air time

Sales of national air time

Other
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Supply Chain

SIMILAR INDUSTRIES

Movie, TV & Video Production in
Canada

Radio Broadcasting in Canada TV Broadcasting in Canada E-Commerce & Online Auctions in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Cable Networks in the US Cable Shopping Networks TV & Radio Broadcasting in China Television Programming &
Broadcasting in the UK

Television Broadcasting in New
Zealand

Pay Television in Australia    

       



Cable Networks in Canada February 2021

7 IBISWorld.com

Industry at a Glance
Key Statistics

$4.3bn
Revenue

Annual Growth

2016–2021

-2.2%

Annual Growth

2021–2026

0.7%

Annual Growth

2016–2026

 

$879.7m
Profit

Annual Growth

2016–2021

-3.0%

  Annual Growth

2016–2021

 

20.6%
Profit Margin

Annual Growth

2016–2021

-0.8pp

  Annual Growth

2016–2021

 

126
Businesses

Annual Growth

2016–2021

0.8%

Annual Growth

2021–2026

0.3%

Annual Growth

2016–2026

 

4,496
Employment

Annual Growth

2016–2021

-4.5%

Annual Growth

2021–2026

-0.1%

Annual Growth

2016–2026

 

$400.8m
Wages

Annual Growth

2016–2021

-3.9%

Annual Growth

2021–2026

0.1%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.8%
Per capita disposable income

2.7%
Total advertising expenditure

3.8%
Number of fixed broadband
connections

0.3%
Leisure time

 
Industry Structure

POSITIVE IMPACT

  Revenue Volatility
Low   Barriers to Entry

High / Decreasing

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Industry Globalization
Medium / Increasing   Competition

Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Concentration

High

  Regulation & Policy
Heavy / Steady   Technology Change

High

 

Key Trends

 Operators have endured increasing competition

 Cable networks have expanded fibre optic transmission of
cable to select markets

 Barriers to entry decreased during the period

 Operators are willing to provide consumers with more
unlimited broadband internet

 Consumer spending on subscriptions is projected to pick up

 There may be increasing external threats from other forms of
media

 The industry's decline is partly the result of a regulatory
landscape that has hindered expansionary strategies
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Decreasing Barriers to Entry

  Low Volatility

  Low Imports

  High Profit vs. Sector Average

  Low Customer Class Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Performance Drivers

  Number of fixed broadband connections

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Per capita disposable income
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Executive Summary Plugged in: Content diversification and tiered pricing models are expected
to pave the way for industry growth

The longstanding health of the Cable Networks industry in Canada has been threatened. Both consumers and the
government have increasingly explored alternatives to the cable distribution model, which has resulted in revenue
contraction over the five years to 2021. Internet-based streaming services such as Netflix and Hulu have posed a
significant threat to the industry's stronghold on TV programming, and increasing domestic investment by these
services has taken its toll on industry operations. Nonetheless, the industry has responded by rolling out its own
online content and mobile offerings, which has shielded revenue to a degree. Nonetheless, increasing external
competition is anticipated to lead to revenue declines during the period, with revenue falling an annualized 2.2% to
$4.3 billion, which includes an expected 0.9% decline in 2021 alone.

The industry's decline over the five years to 2021 is also the result of a regulatory landscape that has hindered
expansionary strategies, in addition to rising external competition. Most notably, the Canadian Radio-television and
Telecommunications Commission rolled out a mandate in 2016 that now requires service providers to offer basic
cable packages to customers for $25.00 or less. The goal of this regulation is to maximize the range of choices and
affordability of TV for Canadian customers. However, the strategic navigation of threats such as external competition
and regulations have not been offset through innovative pricing models and more tailored services, as the efficacy of
such tactics has not proved to be enough to prevent profitability from declining during the five-year period.

In the absence of any significant changes, cable networks will likely forge ahead by expanding their service offerings
and catering to consumer preferences, increasingly leaning toward convenience and accessibility. Fibre optic cable
infrastructure has created significantly faster internet and cable speeds, while improved infrastructure will likely lead
the way to developments in new 4K and ultra high-definition TV content over the five years to 2026. Despite the
industry's intensifying competition, content diversification and tiered pricing models are expected to better pave the
way for admittedly sluggish growth over the five years to 2026, with revenue projected to rise at an annualized rate
of 0.7% to $4.4 billion.
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Industry Performance

Key External
Drivers

Number of fixed broadband connections

The number of fixed broadband connections represents the total number of internet connection points with speed
more than 200.0 kilobits per second in at least one direction. An increase in broadband connections can signify
growing internet capabilities and therefore lead consumers to alternative sources of online entertainment. The
number of fixed broadband connections is expected to increase in 2021, posing a potential threat to the industry.

 

Total advertising expenditure

The industry generates a substantial amount of its revenue from selling advertising spots that air to viewers across
the country. Typically, advertisers are willing to spend more on commercials for high-profile programming, as these
shows will reach a wider consumer audience. Advertising expenditure usually moves in line with corporate profit and
consumer spending. Total advertising expenditure is expected to increase in 2021, representing a potential
opportunity for the industry.

 

Leisure time

Leisure time is a major limiting factor in consumers' ability to watch TV. People are less likely to invest in cable TV
subscriptions when they do not have time to enjoy the service. Consequently, TV viewership is declining as job
growth steadily continues, limiting the amount of time consumers have to spend on leisure activities. Leisure time is
expected to decrease in 2021.

 

Per capita disposable income

High per capita disposable income facilitates the switch from basic cable systems to more expensive digital and
premium cable systems, which leads to higher revenue for operators. As disposable income rises, people are willing
to spend more on additional industry products, including premium channels and special event programming. Higher
disposable income also boosts household formation, which expands the potential market for cable networks. Per
capita disposable income is expected to decrease in 2021.
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Current
Performance

Over the five years to 2021, the Cable Networks industry in Canada has
both expanded its channel offerings and improved service quality to
better compete with emerging digital media platforms and diminishing
new subscriptions.

However, this external competition has been a key force behind the industry's contraction despite diversified service
offerings and more individualized subscription models.

Cable networks now offer nearly all programs in high definition (HD), while many offer premium services, such as
viewing online or via mobile devices. Nonetheless, this growth has been limited by decreasing cable subscriptions,
with more viewers turning to online streaming services that give them more control over the content they watch and
when they wish to watch it. Moreover, 2014, prior to the beginning of the current period, marked the end of strong
industry expansion, with revenue growing at a softer pace compared with rates between 2004 and 2013. Thus, 2014
marks a key transition point as external competition intensified and consumer preferences shifted to different
avenues of consumption. As a result, although revenue growth occurred in some years of the reporting period due to
major sporting events such as the 2016 Olympics, industry revenue is ultimately expected to decrease an
annualized 2.2% to $4.3 billion over the five years to 2021, with an expected decline of 0.9% in 2021 alone.

ACCELERATED COMPETITION

Operators have endured increasing competition due to consumer shifts to
alternative media consumption options, chiefly online streaming services,
though this rise has been slower compared alongside US levels.

The shift to online streaming services escalated substantially in the United States in response to services such as
Netflix, Hulu, HBO Go, Amazon Prime and other subscription services that enable consumers to watch their
favourite programs without the need for a cable subscription. Yet, most streaming services have only recently
gained significant traction in the Canadian market, exemplified by Netflix Inc.'s (Netflix) late 2017 announcement of a
$500.0 million investment in domestic production over the next five years. As companies such as Netflix continue to
invest in the domestic market, operators' dominance is expected to falter, constraining growth during the period.

Furthermore, increasing internet connectivity has furthered the extent of this competition. This trend is exemplified
by the number of fixed broadband connections nationwide, which IBISWorld expects to rise an annualized 3.3%
over the five years to 2020, instigating widespread adoption of internet-based content streaming. Still, internet
service providers often tend to bundle internet packages with cable TV offerings, making it unlikely that these
providers will loosen existing data caps to facilitate increasing streaming platform viewership. Nonetheless, as
consumer preferences change and telecommunications companies continue to compete based on data allowances,
an influx of companies that offer unlimited data plans is expected to constrain revenue growth during the period by
encouraging the use of the internet to supplement and potentially substitute industry services.
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COMPLETING THE TRANSITION TO HD, 4K AND 5K

Cable networks have invested heavily in upgrading their content to HD
formats and providing many subscribers with digital set-top boxes with
advanced features.

The industry distributed content in 3D for TV sets that have compatible technology, although this technology
exhibited little mainstream popularity with consumers. Along with higher-quality content, networks invested in more
variety regarding shows and channels. Similarly, over the past five years, cable networks have aggressively
expanded fibre optic transmission of cable to select markets. For example, Bell Media Inc.'s branded Fibe TV
service has rolled out in most major markets to offer consumers more reliable connection speeds for their cable and
internet packages.

Operators implemented these strategies to set themselves apart from competitors and lower subscriber churn rates.
Companies that can support a steady subscriber base have less volatile revenue and often earn higher revenue per
subscription, as loyal subscribers are the most likely to upgrade to premium services. These strategies have been
key drivers of industry growth in some years despite increasing competition, although they have not been enough to
stymie overall revenue decline or declines in profitability, which, while still high, has suffered from an intensifying
competitive landscape and suffered in 2020 in particular as a result of the COVID-19 (coronavirus) pandemic. In
2021, industry profit, measured as earnings before interest and taxes, is expected to account for 20.6% of revenue.
Nonetheless, major exclusivity deals, such as industry major player BCE Inc.'s long-term deal with HBO, have
expanded content offerings dramatically to push back against online streaming entertainment.

SPORADIC GROWTH

The coverage of major events tends to boost revenue for networks that
offer around-the-clock reporting and commentary.

Networks often benefit from increases in basic cable subscriptions, premium cable subscriptions and pay-per-view
purchases. Additionally, high-profile events such as the Olympics, the World Cup or the Super Bowl enable
networks to charge higher advertising rates for those wishing to promote their products during periods of high
viewership. For example, revenue increased 1.4% in 2016 due to both the 2016 Olympics and US election
coverage. However, there was a notable decline of 3.6% in 2017 without any of these major events to buoy revenue,
showing the increasingly volatile nature of industry expansion, which is susceptible to the ebb and flow of sports and
news coverage.

Diversifying services and the ability to purchase network capabilities from larger operators have been a boon for
industry enterprise formation. Barriers to entry further decreased during the period due to new technologies that
reduce the amount of money, skill and labour required to set up a business within the industry. Accordingly, the
number of industry enterprises is expected to grow an annualized 0.8% to 126 companies over the five years to
2021. At the same time, the number of industry establishments is projected to rise at the same pace, suggesting a
potential degree of consolidation activity. Consequently, these new companies are expected to operate on a small
scale, reducing the need for employees, particularly as infrastructure development is centralized among the larger
players. Thus, over the five years to 2021, the number of industry employees is expected to decrease an annualized
4.5% to 4,496 workers. Simultaneously, wages are projected to decrease, but at a slower pace, which suggests that
the remaining employees are making more money due to increasingly complex marketing and production tasks.
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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)

Number of
fixed

broadband
connections

(Million)
2012 4,519 1,732 212 116 6,176 N/A N/A 555 N/A 11.7
2013 4,662 1,850 226 124 6,373 N/A N/A 510 N/A 12.1
2014 4,669 1,741 218 123 6,128 N/A N/A 521 N/A 12.6
2015 4,714 1,617 213 121 6,065 N/A N/A 512 N/A 13.1
2016 4,779 1,632 210 121 5,648 N/A N/A 488 N/A 13.4
2017 4,606 1,683 217 125 5,002 N/A N/A 444 N/A 13.9
2018 4,396 1,554 220 127 4,946 N/A N/A 433 N/A 14.3
2019 4,283 1,608 218 125 4,584 N/A N/A 407 N/A 15.0
2020 4,311 878 219 126 4,569 N/A N/A 407 N/A 15.4
2021 4,270 1,376 218 126 4,496 N/A N/A 401 N/A 15.8
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Industry Outlook
Outlook The Cable Networks industry in Canada is poised to benefit from growth

in advertising expenditure and increasing disposable income and
consumer spending over the five years to 2026, resulting in revenue
growth from improving contracts with content distributors as the
economy recovers following the COVID-19 (coronavirus) pandemic.

Cable providers will likely demand more programming and newer digital and high-definition (HD) channels from
networks as they strive to maintain subscriber growth and interest. Due to a greater capacity for entertainment
options, subscribers are expected to be less prone to cancel their high-priced, value-added services, and more likely
to spend on more network-channel subscriptions or packages that boost industry revenue.

Still, future regulations concerning new forms of digital, on-demand platforms remain uncertain, and networks may
be vulnerable to increasing external competition from these sources. Although these potential threats can be
combatted through strategic manoeuvres on the part of industry operators, they are nonetheless projected to
constrain more lucrative revenue growth. As a result, industry revenue is forecast to increase at a sluggish
annualized rate of 0.7% to $4.4 billion over the five years to 2026.

CONTENT AND SERVICE DIVERSIFICATION

Consumer spending on subscriptions is projected to pick up over the next
five years.

However, cable networks and their service providers may find it beneficial to release their own online streaming
applications and services to combat external competition. As has become common among US cable networks,
major Canadian operators have released mobile apps and streaming boxes for an additional cost to their
subscribers, supporting revenue growth. By providing their subscribers with this complementary outlet for
entertainment, these services may also add an engrained sense of network loyalty, which benefits operators that
rely on subscription revenue to stay afloat. Operators will likely also continue their emphasis on local cable
networks, which remain very popular for broadcasting junior hockey and other local sports and also have lower
levels of competition.

Nevertheless, these services are expected to become centralized among the integrated media companies that own
popular channels such as Bell Media Inc., which owns all or parts of channels such as the Comedy Network and
Much Music. These larger, integrated companies have more bargaining power to negotiate lucrative deals with cable
providers. Vertical integration will likely benefit larger operators, including BCE Inc. (BCE), more than new entrants.
With this in mind, many of these larger operators own the infrastructure that is necessary for newcomers to
broadcast their own programming, and have increasingly focused on selling the ability to broadcast on their
networks. Accordingly, as the barriers to entry fall due to the ability to purchase network capacity, the number of
industry establishments is expected to slowly increase an annualized 0.5% to 223 facilities over the five years to
2026.

COMPETITION ESCALATES

Despite the industry's continued investments, there may be increasing
external threats from other forms of media over the next five years.
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Although Netflix Inc. (Netflix) continues to serve consumers on a relatively modest basis, CEO Reed Hastings has
vocalized the company's plans to continually expand the service's media library and original content over the next
several years. This is especially important with the federal government's 2017 announcement of a deal with Netflix
that says that the company must invest $500.0 million over the next five years in Canadian production. As domestic
production increases, Netflix's market share is anticipated to increase as well, serving to limit industry growth as this
process gains steam.

Additionally, cable and internet providers have exhibited a willingness to provide consumers with more unlimited
broadband internet. BCE, for example, has introduced unlimited residential internet that does not have any data
caps, throttled speeds or overage charges. For an additional monthly fee, cable and internet consumers with select
package plans can download and upload unlimited content. As more of these unlimited plans are introduced to
residential consumers for both wired and wireless devices, many may be enticed to purchase data-intensive
services, such as Netflix or Hulu, that directly threaten cable subscriptions.

Cable networks will likely respond to this competitive threat by enhancing both their content and their on-demand
services. In the short term, cable distributors can reduce costs by concentrating their activities in specific regional
clusters to offset the decrease in subscribers. They will save money through swapping and purchasing subscribers
from one another to offer services in more concentrated areas. These initiatives can buoy industry profit over the
next five years, although industry profit is more likely to stagnate as operators adjust to this technologically
advancing and increasingly competitive operating environment.

As competition accelerates and demand for new programming rises, the need for customer service representatives
will increase. However, increased outsourcing of this activity will likely mitigate this growth. Consequently, industry
employment is projected to decrease an annualized 0.1% to 4,480 people over the five years to 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Number of
fixed

broadband
connections

 (Million)
2021 4,270 1,376 218 126 4,496 N/A N/A 401 N/A 15.8
2022 4,336 1,410 219 126 4,505 N/A N/A 403 N/A 16.1
2023 4,364 1,421 220 127 4,490 N/A N/A 402 N/A 16.3
2024 4,383 1,425 222 128 4,479 N/A N/A 402 N/A 16.6
2025 4,401 1,426 222 128 4,479 N/A N/A 402 N/A 16.8
2026 4,418 1,429 223 128 4,480 N/A N/A 402 N/A 17.0
2027 4,437 1,436 224 129 4,491 N/A N/A 404 N/A 17.1
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry is consolidating

The industry is experiencing slow growth rates

The industry’s services experience wholehearted market acceptance

The Cable Networks industry in Canada is currently in the mature phase of its economic life cycle, characterized by
slow growth rates, industry consolidation and market acceptance. Industry value added (IVA), which is a measure of
an industry's contribution to the overall economy, is forecast to fall an annualized 1.3% over the 10 years to 2026.
This rate is slower than the expected expansion of Canadian GDP at an annualized rate of 1.9% during the same
period. Although this growth underperforms the economy as a whole, and although a declining IVA is typically
indicative of an industry in decline, there are other characteristics of the industry that better designate it as mature.
Furthermore, this decline is more reflective of difficulties over the five years to 2021 as opposed to prolonged
contraction over the five years to 2026, or during the 10-year period as a whole. However, IVA is nonetheless
reflective of the industry's diminishing ability to compete with external competition. The industry is increasingly
fighting for a saturated market dominated by the largest companies and new threats from media platforms that
operate outside of the industry. Yet, there are still other signs of its maturity that have kept growth relatively
consistent historically.

While the industry is slightly at risk of losing its status to increasing online streaming content platforms and waning
consumer interest in purchasing costly TV bundles that offer content they rarely watch, these issues are minor, as
many operators have switched to a la carte and tiered purchasing options. Many of the streaming content platforms
that have quickly become popular in the United States have come to dominate Canadian markets as well, so
operators have been emphasizing ways to combat this market penetration.

Many indicators point to the fact that annualized increases in cable TV revenue may not necessarily be reflective of
industry revenue growth at large. For instance, the industry's growth in 2016 has partially been skewed by the
ratings performance of many channels during the 2016 Olympics alone. Further, persistent mergers and acquisitions
such as the acquisition of Shaw Media Inc. by Corus Entertainment Inc., also in 2016, have expanded the bottom
lines of the industry's largest networks through large purchases rather than through long-term organic growth in
viewership.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Cable Providers in Canada

Satellite TV Providers in Canada

2nd Tier

Consumers in Canada

Food Services and Drinking Places In Canada

Retirement Communities in Canada

Hotels & Motels in Canada

Key Selling Industries
1st Tier

Video Postproduction Services in Canada

Movie & Video Distribution in Canada

TV Broadcasting in Canada

2nd Tier

Movie, TV & Video Production in Canada

Television Production in Canada

Products & Services

  There are several methods to document the ways that networks in the
Cable Networks industry in Canada generate their revenue, including by
genre, by time slots for advertisements or by demographics that inform
advertisements.

The breakdown of the industry's products and services is based on the activities that networks rely on for revenue
generation rather than viewership patterns that typically act as facilitators of advertisement revenue. This
methodological choice was based on the fact that advertising sales represent less than one-third of industry
revenue.

SUBSCRIBER REVENUE

Cable networks rely heavily on subscriber revenue to dictate growth,
which accounts for an estimated 69.5% of industry revenue in 2021.

Accordingly, declining subscription rates have hurt expansionary opportunities for industry operators over the past
decade. The relatively consistent growth of the industry historically is primarily attributed to rising revenue per
subscription, or average revenue per user (ARPU). ARPU has been improving to combat potential declines in
revenue from external competition, making ARPU a crucial designation of an industry operator's health. The primary
tactics that operators have used to increase their ARPU have been to include a tiered pricing system for
individualized access to content and offering premium or pay-per-view services to augment subscribed
programming.

For example, major production houses sell the rights to the distribution of their content to cable networks, which then
comes at a price premium for consumers. Distribution agreements give individual telecommunications companies
the right to broadcast certain TV channels that are owned by the industry's cable networks. In some cases, premium
pay-TV channels, such as HBO and Showtime, can be offered to consumers on a pay-per-view basis or for an
additional subscription fee. These extra fees are paid by the consumer to their cable provider, which will then pass
along to the cable network a percentage of the fee as per the predetermined broadcasting agreement. The
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increasing dominance of specialized production companies and their popularity worldwide have aided industry
ARPU for the major companies that have the resources to acquire distribution agreements.

SALES OF LOCAL AIR TIME AND NATIONAL AIR TIME

The other primary source of income for cable networks is advertising
revenue, which altogether comprises 28.3% of industry revenue in 2021.

Only 0.7% of industry revenue is derived from sales of local air time, which is typically extremely targeted
programming for local businesses. At the same time, due to much lower viewership rates for these channels, the
price for these ads is very low compared with national networks. Sales of national air time are expected to account
for the remaining 27.6% of this segment in 2021, and are a much more lucrative option for advertisers that wish to
reach a broader audience. Nonetheless, sales for different time slots have different prices, so there is a higher price
point for primetime TV viewing hours in the evening compared with daytime TV, which drives these sales.

OTHER

All other products and services are expected to comprise the remaining
2.2% of industry revenue in 2021.

This segment includes merchandise, reselling network connectivity (which, while this proportion is much larger for
major players, it only makes up a negligible share of total industry revenue), TV production and postproduction
services, among others. Cable networks often produce their own shows, particularly news programs and sports
commentaries. These businesses can also outsource their production and postproduction services to generate
revenue.

Demand
Determinants

Demand for the services of the Cable Networks industry in Canada is
largely driven by demand for new channels, programs and content from
cable distributors.

Cable program distributors require a range of networks and channels offering new and alluring programming to
distribute to households, businesses and public areas to compete with other sources of entertainment, chiefly online
streaming services and satellite TV. Therefore, distributors demand network programming that carries a wide appeal
with households over a large geographical area, either nationally or in a regionally concentrated area. It is
imperative that there be high household penetration because revenue is directly based on the share of revenue from
subscribers to individual network channels.

Some programming cost discounts are offered to the larger networks due to their ability to provide services over a
larger geographic area and their higher subscriber base. Cable services are also being increasingly bundled with
telephone, internet, interactive TV, video-on-demand and personal video recorder services to increase demand and
reduce the subscriber churn rate. Accordingly, larger companies, by virtue of their vertical integration, help sustain
cable TV subscription rates, stymying more dramatic declines in demand, by offering bundling packages that are
convenient and cost effective for consumers.

Major Markets

  Operators in the Cable Networks industry in Canada generate revenue
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through subscription contracts, advertisements from sponsors and
distribution agreements with cable service providers.

  Advertising revenue is a primary income source for cable networks, meaning that very popular channels,
programming slots and special live events can often generate enormous windfalls of revenue for industry networks.
Accordingly, an understanding of which programs are watched dictates what audiences are most targeted by
advertisers and what audiences are willing to purchase subscription contracts, and thus represent a salient indicator
of what the industry's primary markets are.

DRAMAS, COMEDIES, SPORTS, NEWS AND INFORMATIONAL AND DOCUMENTARY
PROGRAMMING

Within the industry's offerings, drama and comedy programs remain the
most popular programs at 36.9% of total programming offered in 2021.

Sports and news represent a combined 29.9% of programming revenue in 2021, while informational and
documentary programs make up 12.9% of viewership.

GAME SHOWS, MUSIC, RELIGIOUS, DANCE AND THEATRICAL AND MISCELLANEOUS
PROGRAMMING

The remaining 20.3% of industry revenue is generated from game shows,
music, religious, dance, theatrical and other miscellaneous content
offerings.

The audiences that watch programming in these categories represent demographics that advertisers can target.
This is significant because advertisers have access to an array of extremely targeted marketing strategies based on
consumer data online, but TV does not offer individualized advertisements in the same way. Therefore, advertisers
will often rely on what program is being aired to distinguish between good and bad time slots for a particular
advertisement.

CANADIAN VS. NON-CANADIAN PROGRAMMING

Conversely, another way to segment out a market is by comparing
Canadian programming to non-Canadian programming.

Canada has two major linguistic markets, English and French, with Canada's French-language market concentrated
in Quebec. In this province, 58.0% of the French-language TV programming is original Canadian content, with the
remaining 42.0% of programming being non-Canadian in nature. This pattern is essentially reversed when it comes
to the English-language programming that airs throughout the rest of Canada, as 41.0% of content is Canadian and
59.0% of content is not. Overall, though, French viewers tend to watch more news, documentary, informational,
music, game show and drama and comedy programming compared with English viewers. English programming is
more heavily concentrated in the general and sports programming genres. It should be noted that the French-
speaking population in Canada is just over 20.0% of the population, but they watch more TV than English speakers
since their share of total viewership exceeds their share of the domestic population.

THE BUSINESS OF BROADCASTING AGREEMENTS

Broadcasting agreements are negotiated by having major cable providers
pay the network for the rights to offer residential consumers the network's
programming as part of the provider's cable package bundle.

Since the industry has several massive TV networks, some of its most successful companies are entertainment
conglomerates that own and operate multiple major cable channels in their corporate portfolio. By carrying many
channels, a large network has more bargaining power to negotiate lucrative deals with providers. For example, Bell
Media Inc. (Bell Media) is part-owner or whole-owner of popular channels, including TSN, The Comedy Network,
Much Music, CTV News and Bravo. These channels are in high demand, meaning that failure on behalf of the cable
service providers to offer these channels as part of the programming bundle would result in major losses in
household cable subscriptions for the cable provider. As a result, cable networks such as Bell Media possess
extraordinary leverage when negotiating deals to distribute their content with other major Canadian cable providers
such as Rogers Communications Inc. and Corus Entertainment Inc. Plus, these larger operators, due to the diversity
of their programming, often have access to a large share of the domestic market in their respective regions.
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Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Due to the service-based nature of the industry, operators in the Cable Networks industry in Canada do not engage
in international trade. Cable networks mainly service the domestic market, including households, businesses, public
buildings and educational customers. Operators are increasingly focusing on national and regional service delivery
rather than local service, so while there is some interprovincial dissemination of cable programs, this does not
constitute trade.

Importantly, many operators broadcast foreign productions, chiefly from the United States, but this is also not
considered trade. Trade is recorded in upstream manufacturing industries such as the Communications Equipment
Manufacturing industry in Canada (IBISWorld report 33422CA) and the Audio and Video Equipment Manufacturing
industry in Canada (33431CA), among other supplier industries.

Business
Locations

  Establishments in the Cable Networks industry in Canada are concentrated mostly in line with regional shares of the total
domestic population, which represent the potential viewing audiences of each province. Densely populated cities such as Toronto
and Montreal function as key areas for industry networks. Operators benefit from close ties to talent pools and superior facilities in
these cities, which also house larger concentrations of potential viewers.

In 2021, Ontario dominates the industry with 57.0% of industry establishments due to its reputation as a major film, TV and media
destination for Canadian entertainment. Quebec, particularly Montreal, shares a similar reputation among francophone audiences
and carries an estimated 22.6% of industry establishments in 2021. Although these two provinces are close to major audiences,
long distances from remote areas of the country do not make it any more difficult to distribute their content nationally. Similarly,
several provinces do not serve as hosts to any cable networks at all, as the country's cable infrastructure has made it easy for
signals to be transmitted anywhere in Canada without any degradation in picture quality. Prince Edward Island does not have any
of the industry's cable networks headquartered within its borders, and Saskatchewan has only one, while Manitoba only has three
establishments that are industry relevant.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Cable Networks industry in Canada experiences a high level of market share concentration, as the industry's
top four operators are expected to make up 83.7% of revenue in 2021. Many smaller networks are also linked by
their programming, distribution or aggregation agreements with the industry's largest networks. However, there are
substantial Canadian Radio-television and Telecommunications Commission (CRTC) regulations in place that
restrict the ability of cable networks and mass media conglomerates to operate vast broadcasting systems. Media in
Canada is primarily owned by a small number of major companies, but there is a large number of smaller media
companies and community broadcasters that exist within the industry as well. Unlike the ownership of major cable
networks in the United States, which has been deregulated and highly concentrated for nearly 20 years, the
domestic industry's market share concentration is monitored by the Competition Bureau. In the past, the Bureau has
expressed concern that steadily increasing market share concentration among the industry's largest mass media
companies will limit the diversity and quality of news and information programming, but the CRTC has no current
plans to address the issue with any legislation moving forward.

Key Success
Factors

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

Close monitoring of competition:
Media and entertainment content is increasingly being delivered through many new formats. Companies must
closely monitor competition in the cable and satellite markets to preserve audiences.

Ability to quickly adopt new technology:
Companies must have access to digital programming technology. Strong links with suppliers of new bundled
services are also vital to attract and retail subscribers.

Control of distribution arrangements:
Strong links with satellite and cable program distributors ensures maximum household penetration for new and
popular channels.

Ability to negotiate successfully with regulators:
Companies need to maintain close contact with regulators, particularly the Canadian Radio-television and
Telecommunications Commission, and ensure compliance with many content regulations that directly affect industry
operations.

Ensuring pricing policy is appropriate:
Operators must maintain appropriate pricing models across basic and value-added services to maximize consumer
satisfaction and limit cancellations.
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Cost Structure
Benchmarks

  Profit

Industry profit, defined as earnings before interest and taxes, is
expected to make up 20.6% of total revenue in 2021, representing a
slight decrease from 21.4% in 2016. Over the five years to 2021, profit
has fallen as the industry's new subscription rate has gradually slowed
or outright declined in response to new forms of online media
distribution, with a significant drop in profit in 2020 specifically as a
result of the COVID-19 (coronavirus) pandemic. These factors in
concert with one another have made it more challenging for cable
networks to negotiate high advertising rates and lucrative distribution
contracts with major cable providers. As a result, profit is expected to
generally stagnate over the five years to 2026 as operators get
acclimated to this competitive environment.

 

  Wages

Wages, including those for both employees and contracted labour to
support the recent investment in new infrastructure, are another major
cost for industry operators. In 2021, wages are expected to account for
9.4% of industry revenue, which is a decrease from 10.2% in 2016.
Wages' share of industry revenue has decreased over the five years to
2021 as the value of wages overall has declined faster than revenue.
Moreover, massive investments in new technology have gradually
increased compared with historical levels as a result of an intensifying
shift toward 4K-ready camera technology, editing software and
programming. These shifts will fuel the need for employees with the
technical expertise to work with these new technologies. However,
existing data suggests that these processes are being centralized in
larger companies, and through economies of scale, they have been
able to cut employment and wage expenditures through automation
when possible and specialization.
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  Purchases

Total purchases made by the industry's operators are expected to
make up 57.5% of revenue in 2021 and include technology-based
investments, such as computers, software and cameras, which are
needed for the production and curation of content. Computer
processing power, software and filming equipment have become
increasingly powerful and far more affordable. Cutting-edge
technologies continue to make up a substantial portion of these costs,
as companies continuously strive to improve the visual and technical
scale of their productions. Moreover, the evolving technological
landscape creates products that will largely be obsolete within a few
years, forcing operators to constantly upgrade as changes occur. As a
result, purchases have increased from 55.9% of revenue in 2016.

 

  Marketing

Marketing expenses play a major role in attracting and retaining
audiences for cable network TV, as the growing popularity of particular
cable networks among consumers will provide additional leverage for
cable networks during negotiations with cable providers. Overall,
marketing expenses are estimated to comprise 3.9% of revenue in
2021, remaining stable compared with 2016 levels despite the
industry's becoming increasingly competitive.

 

  Depreciation

Depreciation is expected to account for 2.2% of revenue in 2021,
remaining fairly stable compared with 2016 levels. Capital investments
continue to remain important to most cable networks, as many
establishments have aimed to digitize and enhance their programs to
high-definition and 4K formats, along with any other subsequent
technological advancements. To attract subscribers away from digital
and online competition, networks have also invested in delivery
infrastructure and services. Since many cable networks choose to
simply purchase programming from TV production companies rather
than produce their content in-house, depreciation for the industry is
relatively low.

 

  Rent

Rent-related expenses represent a significant cost for operators, as
they maintain studios and facilities for their various programs. Over the
five years to 2021, rent costs as a portion of revenue have decreased,
and are currently estimated to account for 2.5% of revenue, compared
with 2.9% in 2016. Nonetheless, rent costs may increase once more
moving forward alongside technological improvements, as operators
will likely seek to upgrade their facilities to include a wider array of
services such as production and postproduction services as many
companies vertically integrate.
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  Utilities

Utilities constitute a relatively static cost for the industry, remaining
unchanged compared with their 2016 levels. In 2021, utilities are
estimated to account for 0.6% of industry revenue.

 

  Other Costs

Other costs borne by industry operators, including administrative
expenditures and various legal fees, represent a significant component
of revenue. For example, the continuing battle for intellectual property
rights will consistently mire the industry as a major cost. As a whole,
these other costs are projected to comprise the remaining 3.2% of
revenue in 2021.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Cable Networks industry in Canada primarily compete on
the basis of diversity, quality and consistency of programming, which
caters to the needs of both general subscribers and niche markets.

The Canadian Radio-television and Telecommunications Commission ensures that customers have access to
similar programming without any needless service interruptions or restrictions, regardless of their geographic
location in Canada. Therefore, cable networks typically do not need to compete on the reliability of their service, but
rather on the programming offered to various viewer segments and demographics. Success in cable programming
relies on strong content, aggressive marketing and, increasingly, social media outreach. Ultimately, cable networks
must understand the preferences of their consumers to produce engaging content, leading companies to rely on
focus groups and other means of compiling consumer sentiment including consumer data and social media patterns.

EXTERNAL COMPETITION



Cable Networks in Canada February 2021

26 IBISWorld.com

The TV Broadcasting industry in Canada (IBISWorld report 51512CA)
competes with this industry.

However, competition from this medium is limited due to declining broadcast audiences. Conversely, satellite TV
subscription services (51711bCA) are increasing in popularity as they are able to offer increasingly high-quality
services for movies on-demand, sports and special pay-per-view events. Home video products and the internet are
also posing a significant threat as consumers increasingly view programs over the internet, through streaming TV
boxes such as Roku, streaming subscription services such as Netflix and Hulu, smartphones, tablets and video
games consoles such as the Xbox One and PS4. This market share will likely accelerate as more digitally linked and
access products are developed.

The industry competes with these and other media not only for consumers but also for advertising revenue. As new
forms of entertainment media emerge through the internet, advertisers and internet services will continue to develop
new ways to monetize content and attract advertising revenue. Operators must learn to adapt to this evolving
landscape to maintain their market share.

Barriers to
Entry

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

  Registration requirements and other federal regulations
are the most significant barriers to industry participation
for potential entrants in the Cable Networks industry in
Canada, in terms of the time and money required to
acknowledge and adhere to industry regulations. Before
commencing operations, a cable network operator must
supply information to the Canadian Radio-television and
Telecommunications Commission (CRTC). The CRTC
encompasses a variety of roles and is, in some cases,
even permitted to regulate the prices at which cable
providers may charge consumers. This regulation has
largely disappeared in recent years due to increased
competition from broadcast and satellite providers, but
prevails in certain areas that have more centralized
networks.

Furthermore, there are substantial initial and recurring
costs associated with establishing a new cable network,
particularly in delivering the consistently high-quality
product that major cable distributors and their subscribers
find desirable. As a result, access to capital for the
development of a constant stream of new productions is
essential to industry success.

Moreover, there is a high degree of vertical integration
present between major cable and satellite distributors and
cable network companies. This occurs either through
direct ownership or long-term programming supply
contracts that may lock out potential competitors. There is
also a degree of aggregation in programming between
large and small cable operators. The degree of vertical
integration between networks and cable distributors
decreased during the early to mid-2000s, assisted by the
introduction of satellite programming delivery systems.
However, as these systems become more efficient, they
are expected to consolidate and maintain a similar
influence over cable network systems, evidenced by the
dominance of the industry's four major players. While this
works to stymie competition among the major players, the
infrastructure necessary to broadcast cable programming
is thus more readily available for newcomers. New
participants, instead of establishing a cable network
themselves, can purchase or lease network capabilities
from larger operators, which while further cementing the
dominance of major operators, works to decrease the
obstacles to industry participation.

Barriers to Entry Checklist

Competition Medium  

Concentration High  

Life Cycle Stage Mature  

Technology Change High  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry Globalization in this industry is    Medium and the trend is Increasing
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Globalization
  The Cable Networks industry in Canada is characterized by a medium level of globalization, since operators are

mostly domestically owned and earn essentially all of their revenue from Canadian viewers. However, most major
cable networks may sell the rights to their content to international markets, or purchase rights to international
content such as major sport events, successful primetime shows and major current event coverage. For example,
major events such as the Super Bowl are broadcast on Canadian cable networks but are not Canadian content
themselves, directing revenue to the industry from abroad. This transferring and sharing of content occurs digitally,
preserving the industry's level of globalization despite the ongoing COVID-19 (coronavirus) pandemic eroding the
globalization levels of many other industries across economic sectors. Broadly, programming has been made
increasingly available to international viewers, particularly movies, sports and children's programs. This industry is
subject to an increasing level of globalization over the five years to 2026, particularly through the complex
international network of satellite-based and online subscription services that have emerged over the past several
years.
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Major Companies

Major Players Bell Media Inc.

Market Share: 33.7%

  BCE Inc. (BCE), formerly Bell Canada Enterprises Inc., is a major telecommunications operator in Canada that
services residential, business and wholesale customers. Headquartered in Montreal, Bell Media Inc. (Bell Media) is
named after technology pioneer Alexander Graham Bell. In 2019 (latest data available), Bell Media's parent
company, BCE, generated $24.0 billion in total revenue and employed 52,000 people. BCE segments its operations
into three divisions that include Bell Wireless, Bell Media and Bell Wireline.

Bell Media is most relevant to the Cable Networks industry in Canada. The subsidiary operates regional networks in
eight of Canada's 13 provinces and territories. Additionally, Bell Media services the local markets of 26 major and
secondary cities. In July 2013, prior to the beginning of the current reporting period, Bell Media completed the
acquisition of Astral Media (Astral), adding 80 specialty and pay TV services, 77 radio stations and various digital
media properties to its repertoire. In 2017, the company operated more than 30 conventional TV stations, including
CTV, Canada's leading TV network based on viewership, as well as 30 specialty TV channels and four national pay
TV services. Importantly, BCE possesses the broadcast rights to key sports properties including the National
Football League, Major League Soccer, the National Basketball Association and the Federation Internationale de
Football Association, in addition to crucial specialty channels such as Showtime, HBO and Starz. In fact, in 2018,
Bell Media launched the Crave streaming service, which provides up-to-date HBO programming to all Canadians
with internet access. Due to this groundbreaking launch, Bell Media has further cemented its dominance in the
domestic industry.

Financial performance

Despite the occurrence of strategic acquisitions that the company has undertaken to increase its market share,
alongside strong ratings in both sports and international news, Bell Media's broadcasting segment has managed a
lukewarm performance over the five years to 2021, with the company's biggest revenue decline occurring in 2020 as
a result of the COVID-19 (coronavirus) pandemic, which is ongoing as of the time of this writing. Overall, Bell
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Media's industry-relevant revenue is expected to increase at an annualized rate of 0.2% to $1.4 billion over the five
years to 2021. During the same period, the company's industry-relevant operating profit, defined as earnings before
interest and taxes, is expected to increase at an annualized rate of 9.5% to $540.1 million, buffered by Bell Media's
acquisition of Astral amid higher programming costs. This acquisition has also increased the company's presence in
Quebec, where French-language programming dominates. Overall, due to the company's dominant industry position
and its involvement in subscription TV, Bell Media has been insulated somewhat from the steep advertising declines
that have rocked the broader industry over the past five years. Nevertheless, the company anticipates the continued
shift to digital media and higher programming costs moving forward.

 
Bell Media Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,422.5 N/C 343.0 N/C
2017 1,466.8 3.1 338.3 -1.4
2018 1,446.4 -1.4 321.2 -5.1
2019 1,499.9 3.7 396.3 23.4
2020 1,426.2 -4.9 376.8 -4.9
2021 1,439.6 0.9 540.1 43.3

Source: Annual Report and IBISWorld
Note: *Estimates

Rogers Communications Inc.

Market Share: 19.5%

  Founded in 1925 and currently headquartered in Toronto, Rogers Communications Inc. (Rogers) is a diversified
telecommunications and media company in Canada that provides internet, telephone and cable TV packages to
consumers. The company employs 25,300 individuals and generated $15.1 billion in consolidated revenue in 2019
(latest data available). Rogers divides its operations into wireless (47.0% of revenue), cable (26.0%) and media
(14.4%), of which the cable segment is partially relevant to the industry.

The company dominates the domestic Canadian wireless voice and data telecommunications market and
simultaneously offers a range of business telecommunications, networking, hosting and IP solutions to both
government and enterprise consumers. As part of the company's media offerings, Rogers Cable is the largest cable
TV service provider in the country by subscribers and operates in the industry through its ownership of TV channels,
including OLN, Sportsnet, the Canadian Public Affairs Channel (CPAC) and the WWE Network. Rogers also offers
leading broadcast, specialty, print and online media assets to its customers, which include televised shopping,
sports entertainment, magazines and trade journal publications. In 2016, the company acquired exclusive rights to
Sportsnet and was thus able to broadcast the 2016 World Cup of Hockey on its various multimedia platforms,
demonstrating the company's growing dependence on sports revenue, which has been a key driver of industry
growth initiatives.

Financial performance

Over the five years to 2021, Rogers' industry-relevant revenue is expected to decline an annualized 1.9% to $831.3
million, with the company's operating profit, defined as earnings before interest and taxes, forecast by IBISWorld to
reach $565.4 million in 2021. In recent years, rising consumer demand for mobile devices and digital media has
consequently pushed Rogers to create new networks and platforms that support online content. As a result,
traditional cable broadcasting has continued to lose subscribers in turn, threatening Rogers' industry-relevant
revenue stream. The company has responded to this by emphasizing its premium content and its pay-per-view
programming, which is essential for attracting advertisers and subscribers that may otherwise be shifting their
expenditures from cable toward online content. This focus has increased the company's average revenue per TV
subscriber, but has ultimately not been enough to offset diminishing subscription rates.
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Rogers Communications Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 912.9 N/C 442.8 N/C
2017 909.3 -0.4 424.7 -4.1
2018 856.8 -5.8 408.7 -3.8
2019 844.0 -1.5 409.3 0.2
2020 831.7 -1.5 400.1 -2.2
2021 831.3 0.0 565.4 41.3

Source: Annual Report and IBISWorld
Note: *Estimates

Corus Entertainment Inc.

Market Share: 19.2%

  Corus Entertainment Inc. (Corus) is a media and broadcasting company that operates dozens of radio and TV
broadcasting stations across the country. Headquartered in Toronto, Corus was formed in 1999 by a spinoff from
Shaw Communications Inc. (Shaw). In April 2016, the company came full circle by acquiring the media division of
Shaw, which subsequently focused on its core telecommunications revenue. The acquisition doubled the company's
size and made it even more of a major player in the industry. The combined company now operates 15 industry-
relevant conventional TV stations, in addition to 39 radio stations and a global content business.

Shaw itself entered the TV sector in 2010, when it acquired 100.0% of the broadcasting business of Canwest Global
Communications Corporation, a major media company that entered bankruptcy in 2009. It operated the Global
Television Network (Global), one of Canada's most prominent bundles of broadcast channels. Global reaches 95.0%
of Canada's total population through 12 over-the-air TV stations. Global offers news programming through its early
evening network newscast, Global National and local news. Global has expanded its news line-up in recent years
with the launch of morning news programming in Toronto; Montreal; Regina, SK; Saskatoon, SK; Winnipeg, MB; and
Halifax, NS, contributing to the company's growth over the five years to fiscal 2021 (year-end August).

Financial performance

In 2017, the second year of the reporting period, the company's industry-relevant revenue increased more than
50.0% due to the acquisition of Shaw Media. As a result, the company's market share has risen significantly when
comparing its market share of 13.7% in 2016. Excluding acquisition-related growth, which has caused Corus'
industry-relevant revenue to increase an annualized 6.7% to $819.4 million over the five years to fiscal 2021, the
company has largely endured the same challenges as the industry generally, but has kept its profit margin afloat as
an added benefit behind the Shaw Media acquisition. As a result, the company's operating profit, defined as
earnings before interest and taxes, has increased an annualized 12.5% to $425.7 million over the five years to fiscal
2021, further underscoring the company's substantial advantage when compared with many other industry
operators.

 
Corus Entertainment Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 593.6 N/C 236.2 N/C
2017 926.8 56.1 341.9 44.7
2018 890.8 -3.9 321.9 -5.9
2019 911.8 2.4 338.5 5.1
2020 830.2 -8.9 299.9 -11.4
2021 819.4 -1.3 425.7 41.9

Source: Annual Report and IBISWorld
Note: *Estimates; **Year-end August
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Quebecor Inc.

Market Share: 11.3%

  Established in 1950, Quebecor Inc. (Quebecor) is a holding company that has more than an 80.0% interest in
Quebecor Media Inc., which is an integrated Canadian telecommunications, news media, entertainment and culture
company. Founded in 2000, Quebecor Media Inc. (Quebecor Media) is headquartered in Montreal, employing over
10,000 people across Canada. Quebecor controls many subsidiaries, including Quebecor Media, Videotron, TVA
Group, MELS, Distribution Select and Book Group, among others, effectively demonstrating its vast reach in its
three business segments that include telecommunications, media and sports and entertainment. In 2019 (latest data
available), Quebecor amassed $4.3 billion in overall company revenue.

In 2000, the company secured its substantial position in the industry by acquiring Videotron, the largest cable
operator in Quebec. Following the acquisition's approval in 2001, Videotron has continued to be an important factor
when considering Quebecor's participation in the industry. Since the acquisition, Videotron and all industry-related
subsidiaries operate under the company's media business segment, which also includes access to cable internet,
mobile and wireline telecommunications, video services, business solutions, broadcasting, soundstage and
postproduction services, among others, which are not relevant to the industry's scope of operations.

Financial performance

Quebecor has long been an established leader in the Francophone Canadian communications and media
marketplace, priming it for dominance in the Cable Networks industry in Canada. However, the company's growth
strategies have primarily focused on ancillary aspects of its operations, leaving little room for expansion in industry-
relevant activities, focusing instead on its telecommunications platforms. Accordingly, IBISWorld expects the
company's industry-relevant revenue to decline at an annualized rate of 4.1% to $483.3 million over the five years to
2021. However, IBISWorld anticipates that the company's operating profit, defined as earnings before interest and
taxes, will rise during the same period, reaching $404.0 million as Quebecor continues to focus on other revenue
streams.

 
Quebecor Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 596.1 N/C 274.1 N/C
2017 611.9 2.6 289.9 5.8
2018 592.2 -3.2 293.6 1.3
2019 574.3 -3.0 310.1 5.6
2020 508.1 -11.5 298.3 -3.8
2021 483.3 -4.9 404.0 35.4

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies The Cable Networks industry in Canada is overwhelmingly composed of small local operators that resell network
capabilities from major players. As a result, the industry is bifurcated into the major players that control most of the
necessary infrastructure for cable networks and those that purchase the rights to sell connections in underserved
areas. Accordingly, outside of the major players, very few companies have amassed a notable market share.

Eastlink Inc.

  Market Share: 3.8%
  Eastlink Inc. (Eastlink) is a cable TV company that was first founded as Bragg Communications in 1971. Although

Eastlink is not a major public telecommunications company, it has ascended the ranks as a regional company to
become one of the largest private cable companies in Canada. The company offers wireless telephone, internet and
cable TV offerings across most of Canada. Eastlink also earned the reputation of being the first major Canadian
cable company to offer telephone services through fibre optic network cabling, a process that first began in 1999.

Eastlink is primarily known in the domestic industry for its comprehensive range of community broadcasting
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channels covering much of Northern Ontario, New Brunswick, Newfoundland and Labrador, Nova Scotia and Prince
Edward Island. Eastlink heavily promotes junior hockey league tournament play and miscellaneous university
sporting events to capture the niche sports market and maintain a loyal subscriber base. Although the company is
private and thereby does not disclose its financial information, IBISWorld estimates that Eastlink's industry-relevant
revenue will reach $162.9 million in 2021, representing 3.8% of the industry's market share.

Remcorp Inc.

  Market Share: 0.5%
  Founded in 1998, Remcorp Inc. (Remcorp) is a Canadian media corporation that focuses on broadcasting,

production and distribution, although it operates in the industry primarily through its V Media Group subsidiary. V
Media Group owns the TV network V, which was acquired from Cogeco Inc. and CTVglobemedia in 2008. V is a
small, but important network in the French-Canadian market that was established in 1986 as Television Quatre-
Saisons until it changed its name following the Remstar acquisition. V focuses on news, sports and feature film
broadcasting. Crucially, V does not have mandatory cable carriage rights outside of Quebec, therefore limiting its
national presence. Overall, while the company is private and does not disclose its financial information, IBISWorld
expects Remcorp's industry-relevant revenue to total $21.0 million in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Cable Networks industry in Canada has a moderate
level of capital intensity, since capital investments are
necessary as a result of technological improvements that
the industry must undertake to enhance the content and
delivery service of the networks' programs to remain
competitive. For every $1.00 spent on wages, the average
cable network operator is expected to spend $0.23 on
capital in 2021, including the depreciation of facilities and
content rights. This represents a slight decrease from
$0.25 in 2016, which is primarily attributed to a relatively
stable share of revenue dedicated to capital expenditures
alongside a concomitant decline in the share of revenue
dedicated to wages during the period.

Major investments in digital infrastructure to combat
increasing competition from digital and online services
have been a defining feature of the Cable Networks
industry in Canada over the past decade. Further
investments may be necessary as more providers consider
fibre optic networks and other modern infrastructure.
Capital costs mainly encompass spending on facility
upgrades and software updates, but also include program
enhancements to newer display capabilities such as 4K
and 5K resolutions.
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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.

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.

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

Very Low Market
Concentration

Very
Unlikely

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

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

Additionally, this industry's structure makes it difficult for new operators to enter and succeed. These barriers have the
potential to disincentivize potential disruptors. Despite these barriers, the industry is experiencing a rapid growth in the
number of companies. A difficult operating environment for new entrants combined with a large cohort of them may create a
situation where these companies may take on a disruptive trajectory in non-traditional markets.

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

Overall, operators in the Cable Networks industry in Canada are greatly
affected by technological advances in competing industries.

One such industry encompasses satellite TV subscription services (IBISWorld report 51711bCA), which are increasing in
popularity among Canadian consumers due to their ability to offer high-quality services for on-demand movies, sports and
special pay-per-view events. These services have increased in quality due to three recent advances that occurred in
satellite TV prior to the beginning of the current reporting period. These include HD DVRs, which permit consumers to
record and watch shows in high definition and even record a specific show while concurrently watching a different program;
international channels, which offer both expatriate and immigrant populations the opportunity to watch TV from their
respective home countries and in their native language(s); and lastly, interactive apps for watching satellite TV.

Additionally, home video products and technological advances in TV streaming also pose a significant threat to the
industry's ability to keep up with external competition in a technological sense specifically, as consumers are increasingly
viewing programs over the internet and through streaming TV boxes such as Roku; subscription services such as Netflix
and Hulu; smartphones; tablets; and video game consoles such as the Microsoft Xbox One and Sony PlayStation 4. These
services compete with the services offered by operators, not only in terms of consumers, but also in terms of advertising
revenue, which will continue to pose as a challenge to operators moving forward.

The level of technology change is    High

  The Cable Networks industry in Canada has evolved alongside significant
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technological change in supporting industries in recent years.

Accordingly, the bulk of technological advances that affect the industry are primarily external to actual industry operations,
chiefly centralized in the recording and manufacturing sectors.

Innovations in telecommunications technology provide the foundation for film and TV studios, outside broadcasting units
and associated equipment, such as satellite and cable links to cable distributors. Just prior to the current period, the
Canadian Radio-television and Telecommunications Commission imposed a digital transmission deadline that required a
fully digital distribution process, causing even the more reluctant operators to fall into line. Canada and the United States
now use the same standards regarding digital TV, and both no longer issue licences for new TV transmitters that broadcast
in analogue. Since digital cable technology is required to carry high-definition signals for high definition (HD) TVs, many
cable companies had already upgraded to these systems long before the regulations were put in place. Nonetheless, this
represents a crucial paradigm shift in the industry's technological trends. As new advances are discovered and
implemented, federal regulations, as well as industry standards, are expected to push operators to adopt new cable
networking capabilities, including fibre optic cable systems, as these become more economically viable.

The industry is also working closely with TV set manufacturers to ensure consumers receive HD in the most convenient and
user-friendly ways possible. In addition to providing improved picture quality with more visible detail, HDTV offers a
widescreen format and is compatible with Dolby Digital 5.1 surround sound. TV and peripheral manufacturers are currently
transitioning display resolutions from HD to 4 and 5K resolutions, which may instigate TV watching. This display technology
is largely available only in costly flagship TV models, so TV production companies, cable networks and cable providers do
not currently create or air programming in 4K and 5K resolution since they are not backward compatible. It makes more
sense for a cable network to produce in regular or HD resolutions so that they can be viewed by older TVs and newer ones.

As was the case when HD TVs first hit the market at the end of the 20th century, cable networks are enhancing the current
infrastructure to prepare for the likely shift toward these new displays over the next five years. Cable networks must update
their filming and production technologies to adequately capture the spectrum of colours and the details of new displays,
while cable providers must change set-top boxes and coaxial cables throughout. Although new ultra-HD displays should
work well with the current cable infrastructure, the increase in data usage that will likely come from additional picture
processing will necessitate that consumers purchase faster broadband packages and cable providers expand their
infrastructure accordingly so as to keep up with the changing landscape. Alternatively, new forms of fibre optic cabling are
capable of providing extremely high-speed data connections for landlines, internet and TV, but the costs of replacing cable
infrastructure with fibre infrastructure represent an enormous expense that is projected to roll out only gradually over the
next several decades for this reason. US companies have benefited from government subsidies for fibre optic networks,
which could serve as a model to emulate in Canada.

Revenue
Volatility

The level of volatility is    Low

  Revenue growth for the Cable Networks industry in Canada hinges strongly on
generally accepted pricing models, which are subject to change as contracts
with cable providers and production companies are altered.
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The transition to alternative media distribution platforms coupled with rising content costs, for example, has pressured
industry pricing and led operators to shift to additional tiers in pricing models over the past five years, constraining
expansion. It is also increasingly common for many niche or premium cable networks to be available only through higher-
priced cable packages. In addition, basic cable packages have shrunk to include only a slim offering of broadband content,
basic cable content, standard definition distribution and no value-added services such as digital video recording or access
to accounts through users' mobile devices. Meanwhile, cable subscriptions have decreased slowly over the five years to
2021. This decrease in subscribers, however, has been balanced out by increased higher spending per subscriber under
these tiered pricing models, resulting in increases in revenue during multiple years of the five-year period; furthermore, in
years where industry revenue declined, it did not decline precipitously.

Thus, over the five years to 2021, the Cable Networks industry in Canada has experienced a low level of revenue volatility.
Industry revenue suffered the most in 2017 and 2018, when Canadian consumers increased their subscriptions of online
streaming services at a faster rate than ever before and revenue decreased 3.6% and 4.5% over those years, respectively.
In comparison, the industry's strongest year of growth during the period occurred in 2016, with revenue increasing 1.4%.
Over the five years to 2021, the industry's revenue volatility, measured as the average absolute change in revenue year-
over-year, is 2.5%.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

The Cable Networks industry in Canada is heavily regulated by the Canadian
Radio-television and Telecommunications Commission (CRTC), which serves
as the regulatory agency for the country's radio, internet, telephone and TV
industries.

These regulations were originally enforced by provincial agencies until the 1990s, where court rulings affirmed federal
jurisdiction over the telecommunications sector. Under the CRTC, the industry is regulated in accordance with various
broadcasting standards and policies. Some of these standards are technology-based. For example, prior to the current
period, the industry was required to undergo a full transition from analogue signal transmission to fully digital transmission.
Other standards, however, are entirely content-based. CRTC Canadian content laws require that at least 50.0% of
primetime TV programming between 6:00 p.m. to midnight be of Canadian origin. Very similar to Canadian radio laws,
these content requirements are implemented to increase and maintain Canada's national cultural identity, which, in the
absence of any content laws, may be eroded by popular US-based programming. Canadian content laws have proved
cumbersome over the years, as many cable networks have found some US and international programming to be more
lucrative compared with airing Canadian content. As a result, the CRTC and industry cable networks are frequently at odds.
Cable networks will often produce low-budget news and talk programs to fill up their necessary quota of Canadian
programming, only to cut away to entirely US-based programs during other popular time slots.

The practice of simultaneous substitution has also been a controversial policy issued by the CRTC. Under this mandate,
industry cable networks and their providers must distribute the signal of a local over-the-air station instead of the nonlocal
station whenever the two are broadcasting identical programming. For example, major US sporting events, which are
typically aired through US broadcast or cable channels, can be shown as-is to Canadian audiences. However, Canadian
broadcast or cable networks that have the rights to the program may, if they wish, request that it be simultaneously
substituted with a local Canadian station instead of the foreign station. While the content of the sporting event will be
identical in both cases, there are some key differences. Portions of the program are sometimes lost as a result of timing
errors, breaking news or local weather that affects the local signal. Plus, all foreign commercial breaks will be substituted
with local Canadian advertisements.

The purpose of simultaneous substitution is to enable popular international broadcasts to reach large Canadian audiences
while also providing room for Canadian advertisements, on-screen graphics and some control over live event broadcasting
delays. Simultaneous substitution has received heavy scrutiny among Canadian audiences, especially during major live
events such as the Super Bowl. Since simultaneous substitution is implemented for Canadian broadcasts of the Super
Bowl, Canadian audiences are unable to view highly publicized Super Bowl commercials during the event. Although
simultaneous substitution achieves the CRTC's goal of generating substantial advertising revenue from Canadian
businesses during high-profile sporting events, it has also been criticized for its contradictory profiting off Canadian
businesses via the airing of popular US broadcasts.

Industry
Assistance

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

The Cable Networks industry in Canada does not receive any direct federal
government assistance, although the Canadian Radio-television and
Telecommunications Commission does enforce various industry standards to
ensure that the proper digital technology is installed and functional across all
areas of Canada.
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In this way, companies are guaranteed the infrastructure necessary to operate in their respective locales, but they do not
receive subsidies or tax exemptions for their activities. However, industry operators can still receive some assistance from
trade organizations such as the Canadian Cable Systems Alliance (CCSA), which serves to connect independent cable
operators and their subscribers with high-quality programming and equipment. The CCSA also works to ensure clear,
uninterrupted signals from independent operators by working closely with industry networks and federal regulatory
agencies.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Number of
fixed

broadband
connections

(Million)
2012 4,519 1,732 212 116 6,176 N/A N/A 555 N/A 11.7
2013 4,662 1,850 226 124 6,373 N/A N/A 510 N/A 12.1
2014 4,669 1,741 218 123 6,128 N/A N/A 521 N/A 12.6
2015 4,714 1,617 213 121 6,065 N/A N/A 512 N/A 13.1
2016 4,779 1,632 210 121 5,648 N/A N/A 488 N/A 13.4
2017 4,606 1,683 217 125 5,002 N/A N/A 444 N/A 13.9
2018 4,396 1,554 220 127 4,946 N/A N/A 433 N/A 14.3
2019 4,283 1,608 218 125 4,584 N/A N/A 407 N/A 15.0
2020 4,311 878 219 126 4,569 N/A N/A 407 N/A 15.4
2021 4,270 1,376 218 126 4,496 N/A N/A 401 N/A 15.8
2022 4,336 1,410 219 126 4,505 N/A N/A 403 N/A 16.1
2023 4,364 1,421 220 127 4,490 N/A N/A 402 N/A 16.3
2024 4,383 1,425 222 128 4,479 N/A N/A 402 N/A 16.6
2025 4,401 1,426 222 128 4,479 N/A N/A 402 N/A 16.8
2026 4,418 1,429 223 128 4,480 N/A N/A 402 N/A 17.0

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Number of
fixed

broadband
connections

(%)
2012 4.56 0.15 -2.76 -0.86 3.78 N/A N/A 3.58 N/A 3.60
2013 3.16 6.86 6.60 6.89 3.18 N/A N/A -8.12 N/A 3.46
2014 0.14 -5.92 -3.54 -0.81 -3.85 N/A N/A 2.27 N/A 3.91
2015 0.95 -7.11 -2.30 -1.63 -1.03 N/A N/A -1.83 N/A 4.35
2016 1.38 0.91 -1.41 0.00 -6.88 N/A N/A -4.60 N/A 2.06
2017 -3.62 3.11 3.33 3.30 -11.4 N/A N/A -9.08 N/A 4.01
2018 -4.55 -7.66 1.38 1.60 -1.12 N/A N/A -2.41 N/A 2.69
2019 -2.58 3.48 -0.91 -1.58 -7.32 N/A N/A -6.01 N/A 4.69
2020 0.63 -45.4 0.45 0.80 -0.33 N/A N/A -0.15 N/A 2.95
2021 -0.94 56.7 -0.46 0.00 -1.60 N/A N/A -1.46 N/A 2.25
2022 1.53 2.49 0.45 0.00 0.20 N/A N/A 0.44 N/A 1.94
2023 0.64 0.74 0.45 0.79 -0.34 N/A N/A -0.13 N/A 1.67
2024 0.44 0.28 0.90 0.78 -0.25 N/A N/A -0.10 N/A 1.43
2025 0.39 0.09 0.00 0.00 0.00 N/A N/A 0.07 N/A 1.27
2026 0.40 0.19 0.45 0.00 0.02 N/A N/A 0.09 N/A 1.07

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 38.3 N/A N/A 732 12.3 29.1 89,815
2013 39.7 N/A N/A 732 10.9 28.2 79,978
2014 37.3 N/A N/A 762 11.2 28.1 85,069
2015 34.3 N/A N/A 777 10.9 28.5 84,386
2016 34.1 N/A N/A 846 10.2 26.9 86,455
2017 36.5 N/A N/A 921 9.64 23.1 88,764
2018 35.3 N/A N/A 889 9.86 22.5 87,606
2019 37.5 N/A N/A 934 9.51 21.0 88,853
2020 20.4 N/A N/A 943 9.44 20.9 89,013
2021 32.2 N/A N/A 950 9.39 20.6 89,146
2022 32.5 N/A N/A 962 9.29 20.6 89,367
2023 32.6 N/A N/A 972 9.21 20.4 89,555
2024 32.5 N/A N/A 979 9.16 20.2 89,685
2025 32.4 N/A N/A 983 9.13 20.2 89,752
2026 32.3 N/A N/A 986 9.11 20.1 89,821

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Cable & Telecommunications Association for Marketing
http://www.ctam.ca

Canadian Communication Systems Alliance
http://www.ccsaonline.ca

Canadian Association of Broadcasters
http://www.cab-acr.ca

Alliance of Canadian Cinema, Television and Radio Artists
http://www.actra.ca

Canadian Media Producers Association
http://www.cmpa.ca

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

Industry Jargon BROADCAST TV
The traditional method of transmitting open TV signals through radio waves.

CABLE TV
Subscription-based transmission of TV via coaxial cable or fibre optic cable infrastructure.

CHURN RATE
A measure of the number of individuals that choose to discontinue their cable services over a specific period.

PAY-PER-VIEW
Cable service in which a cable network can offer a private telecast of a live or nonrecurring event for a limited time to
those who choose to purchase the content.

PAY-TV
Premium subscription-based cable TV programming that requires an additional recurring payment in addition to
regular subscription fees.

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
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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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