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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:

• The COVID-19 (coronavirus) pandemic is expected to exacerbate the Canadian Wired Telecommunications
Carriers industry's long-term decline in 2020 and potentially in 2021. Industry revenue is expected to decrease
15.0% in 2020. For more detail, please see the Current Performance chapter.

• In an effort to keep customers from unsubscribing, companies are expected to offer significant discounts. This is
expected to negatively affect industry profitability. For more detail, please see the Cost Structure Benchmarks
chapter.

• While companies within the telecommunications sector may receive some assistance from government programs
in 2020, it is unlikely to filter down to this industry. The size of most companies in this industry deem them ineligible
for certain assistance programs. Companies are also focusing more on the other segments that they operate in,
such as internet and mobile telephone services, so any assistance would go toward these segments instead. For
more detail, please see the Industry Assistance chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Wired Telecommunications Carriers industry in Canada provides local and long-distance telephony services.

Operators also generate revenue by wholesaling access to their networks for many purposes.

Major Players Bell Canada

TELUS Communications Company

Shaw Communications

Rogers Communications Inc.

Main Activities The primary activities of this industry are:

Providing local voice communication services

Providing long-distance and international voice communication services

Wholesaling network access

Selling telecommunications equipment

The major products and services in this industry are:

Local voice services

Long-distance voice services

Other services and equipment
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Supply Chain

SIMILAR INDUSTRIES

Cable Networks in Canada Wireless Telecommunications
Carriers in Canada

Telecommunications Resellers in
Canada

Satellite Telecommunications
Providers in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Wired Telecommunications
Carriers in the US

VoIP in the US Dark Fiber Network Operators Wired Telecommunications Network
Operation in Australia

Wired Telecommunications in
China

Wired Telecommunications
Carriers in the UK

Wired Telecommunications
Network Operation in New
Zealand

Wired Telecommunications Carriers
in Ireland
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Industry at a Glance
Key Statistics

$4.3bn
Revenue

Annual Growth

2015–2020

-10.9%

Annual Growth

2020–2025

-8.5%

Annual Growth

2015–2025

 

$229.8m
Profit

Annual Growth

2015–2020

-19.5%

  Annual Growth

2015–2020

 

5.3%
Profit Margin

Annual Growth

2015–2020

-3.5pp

  Annual Growth

2015–2020

 

46
Businesses

Annual Growth

2015–2020

-6.4%

Annual Growth

2020–2025

-5.9%

Annual Growth

2015–2025

 

8,420
Employment

Annual Growth

2015–2020

-10.5%

Annual Growth

2020–2025

-8.4%

Annual Growth

2015–2025

 

$591.3m
Wages

Annual Growth

2015–2020

-10.5%

Annual Growth

2020–2025

-8.4%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-3.4%
Consumer confidence index

3.0%
Number of mobile telephone
subscriptions

3.8%
Number of fixed broadband
connections

0.5%
Number of children aged 19 and
younger

 
Industry Structure

POSITIVE IMPACT

  Revenue Volatility
Low   Barriers to Entry

High / Steady

  Industry Globalization
Low / Steady

MIXED IMPACT

  Regulation & Policy
Medium / Steady   Technology Change

Medium

NEGATIVE IMPACT

  Life Cycle
Decline   Capital Intensity

High

  Industry Assistance
Low / Decreasing   Concentration

High

  Competition
High / Increasing

 

Key Trends

 More Canadian households are abandoning traditional
telephone and TV services

 Within residential markets, certain demographics are likely to
keep landlines

 Industry operators have exited the industry

 The number of wireless-only households will likely increase,
hurting industry growth

 The average price of wireless services has rapidly declined

 Operators will likely have to invest in labour to install new
systems

 External competition and VoIP software have eaten away at
sales from the industry's traditional sources of revenue
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Low Volatility

  Low Imports

  High Profit vs. Sector Average

  High Revenue per Employee

   

WEAKNESSES

  Low & Decreasing Level of Assistance

  High Competition

  Decline Life Cycle Stage

  High Customer Class Concentration

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Outlier Growth

  High Performance Drivers

  Number of mobile telephone subscriptions

   

THREATS

  Very Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Revenue Growth (2020-2025)

  Consumer confidence index
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Executive Summary Dead zone: As operators compete with less-costly substitute services,
revenue and profit are expected to decline

Over the past decade, rapid technological advancements have changed the way humans interact, pushing the
Wired Telecommunications Carriers industry in Canada to the sidelines of communication. External competition from
the domestic Wireless Telecommunications Carriers industry (refer to IBISWorld report 51721CA) and Voice over
Internet Protocol (VoIP) software have eaten away at sales from the industry's traditional sources of revenue, which
are local and long-distance telephony services. Overall, industry revenue is expected to contract an annualized
10.9% to $4.3 billion over the five years to 2020. This includes revenue falling 15.0% in 2020 alone as the
COVID-19 (coronavirus) pandemic accelerates the industry's decline. Poor economic conditions in 2020 are
expected to lead to an increased savings rate among households and businesses, and as a result, many
households are likely to reduce expenses by cutting landline phone service.

Although households with high incomes initially purchased both wireless and wireline services, the number of
wireless-only households has grown. According to the 2019 Canadian Radio-television and Telecommunications
Commission Communications Monitoring Report (latest data available), residential landlines have fallen from being
in 79.1% of households in 2013 to 63.0% of households in 2017 (latest data available). According to the same
report, 89.5% of residential households had wireless subscriptions in 2017. Additionally, companies that offer VoIP
have competed for household telecommunication expenditures, ultimately hurting industry revenue and profit as this
service is less expensive. Since calls using the internet do not have long-distance surcharges, revenue from the
industry's long-distance telephony services has suffered the most. Due to the high sunk costs from existing wired
infrastructure, companies are incentivized to keep customers by offering substantial discounts via bundling of
telecommunication services. While this may slow down the loss in subscriptions, it is expected to not be enough to
change overall industry dynamics.

Industry revenue is expected to fall an annualized 8.5% to $2.8 billion over the five years to 2025. Industry operators
will likely continue to integrate systems to make up for losses from telephony. Moreover, by investing in broadband
fibre-optic deployment, companies are expected to be able to use centralized infrastructure to provide voice, data
and video services. Industry operators are expected to focus on upgrading customers with new services as opposed
to focusing on renewals for landline phones, as upgrades will likely be the key revenue growth driver. Ultimately, as
industry operators spread their fixed costs across a declining number of subscribers and compete with less-costly
substitute services, revenue and profit are expected to continue to decline.
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Industry Performance

Key External
Drivers

Number of mobile telephone subscriptions

As mobile telephones continue to improve in quality and reliability, consumers are increasingly viewing wired
telephony as an unnecessary expense and are eliminating their landlines altogether. Additionally, as the cost of cell
phone components decreases, the price of wireless devices and services decreases as well, encouraging
consumers to replace wired telecommunication with wireless devices. The number of mobile telephone subscriptions
is expected to increase in 2020, posing a potential threat to the industry.

 

Number of fixed broadband connections

Although demand for wired voice telephony has plummeted, demand for wired broadband internet connections has
continued to increase significantly. Consequently, this enables Voice over Internet Protocol telephone services to be
used, which can be substituted for industry services. The number of fixed broadband connections is expected to
increase in 2020.

 

Consumer confidence index

The Consumer Confidence Index measures consumer optimism about the current economic environment and is an
indicator of consumer product sales in the near term. The survey questions asked are related to household finances,
business conditions, unemployment, inflation, income, government economic policy and whether it is a good time to
buy or sell a house, automobile or other major household items. Increased consumer confidence signifies a
propensity to purchase more services or in this industry's case, keep home phone services, directly benefiting the
industry. The Consumer Confidence Index is expected to decrease in 2020.

 

Number of children aged 19 and younger

While residential landlines continue to be substituted for cellular phones or Voice over Internet Protocol services,
households with younger children are more inclined to keep their wired telephone subscriptions for emergencies.
The number of children aged 19 and younger is expected to increase in 2020, representing a potential opportunity
for the industry.
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Current
Performance

Changing technologies and consumer demand have pressured the Wired
Telecommunications Carriers industry in Canada over the five years to
2020.

External competition from the Canadian Wireless Telecommunications Carriers industry (refer to IBISWorld report
51721CA) and Voice over Internet Protocol (VoIP) software have reduced demand for the industry's core services,
which include local and long-distance telephony services. Industry revenue is expected to experience a significant
contraction at an annualized rate of 10.9% to $4.3 billion over the five years to 2020, with revenue projected to fall
15.0% in 2020 alone. The COVID-19 (coronavirus) pandemic is expected to accelerate the decline in industry
revenue as households seek to reduce expenses due to a poor economic climate by cutting landline phone service.
As a reaction to this, industry operators have offered discounts and flexible payment schedules. Ultimately, landline
phone service is mainly a subscription-based service and it is easier to keep a customer at a lower price point than
letting them unsubscribe and trying to regain their business. This is especially true for a service that has
experienced a long-term decline. Although the industry continues to remain profitable, high fixed costs spread
across a decreasing number of price-sensitive subscribers has ultimately capped profit.

GOING WIRELESS

An increasing number of Canadian households are abandoning traditional
telephone and TV services.

Major wireless operators, many of which operate in this industry, have invested in new networks and have improved
coverage and reliability. In densely populated areas, consumers are migrating to wireless telephony, albeit at a
slower rate than their US counterparts. Since 2013, more Canadian households subscribe exclusively to mobile
wireless services than to wireline telephone services. According to the Canadian Radio-television and
Telecommunications Commission's 2019 Communications Monitoring Report (latest data available), residential
landlines have fallen from being in 79.1% of households in 2013 to 63.0% of households in 2017 (latest data
available).

Another significant source of competition for wired carriers is VoIP, which transmits voice in data packets over the
internet. Subject to only relatively light regulation, VoIP service operators have been able to take advantage of
preexisting internet infrastructure to offer lower-priced telephone services. Since calls using the internet do not cost
more if they are long distance, VoIP technology has eroded industry revenue from long-distance voice services.
Although consumers were initially wary of using VoIP technology, due to lower call quality compared with wireline
services, higher-bandwidth networks have diminished the quality gap between VoIP and traditional telephony,
contributing to the industry's decline.

Additionally, Canadian businesses have increasingly adopted different strategies to reduce their telecommunications
expenses, including a wider reliance on wireless rather than wireline technologies. This trend poses a significant
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threat to wired telecommunications carriers, as businesses using industry services traditionally had lower churn
rates, which is the percentage of subscribers that discontinue their subscription in a given time period. Lower churn
rates have provided a steady flow of revenue, with more predictable usage patterns and long-term contracts. While
technological substitution has hurt wired telecommunications providers, those with integrated systems have begun
offering service bundles to mitigate losses.

CERTAIN MARKETS SLOWER TO CHANGE

While a majority of industry revenue is generated from residential
household subscriptions, business subscriptions are also a significant
market.

Over the past five years, businesses, especially small enterprises, have been slower to cut the cords to their
landlines than residential customers. While consumers have been quickly eliminating their landlines, many
businesses still prefer traditional phone services for various reasons. Firstly, these services help keep company and
personal business separate. Secondly, in areas with poor reception, landlines also provide a better medium for
important business calls than cell phones, though this may become less of a concern as mobile coverage improves.
Thirdly, while large businesses can experience significant savings by switching over to VoIP software due to the
number of users, smaller businesses may typically only have one or two landline phones, providing less of an
incentive to switch.

Within residential markets, certain demographics are more likely to keep landlines. Typically, households with young
children are more likely to keep a home phone for emergencies so parents can contact their young children. Single
elderly people are also more likely to keep a landline as they are more familiar with that technology than wireless
technologies. Furthermore, their adult children may encourage keeping them to keep a landline for emergencies
since wired landline phones are typically more reliable in bad weather or in rural areas. However, these trends are
not expected to be enough to offset the long-term decline in industry revenue.

INDUSTRY STRUCTURE

The Wired Telecommunications Carriers industry in Canada is highly
concentrated, with the four largest companies exceeding 70.0% of market
share in 2020.

This is not unusual for network technologies, such as wired telecommunications carriers, and is endemic to the
broader Canadian telecommunications and media sector, which is dominated by the same businesses. However,
integrated systems ensure that despite declining revenue, industry operators continue to achieve sufficient profit. In
2020, profit, measured as earnings before interest and taxes, is expected to account for 5.3% of industry revenue
due to the benefits accrued to these large operators via economies of scale.

With declining revenue and high industry concentration, industry operators have exited the industry. The number of
establishments has decreased an annualized 5.7% to 495 facilities over the five years to 2020. A drastic reduction in
the labour force over the past five years has been exhibited as industry operators shifted employees to focus on
other technologies, such as cable TV or wireless phone service. IBISWorld expects industry employment to
decrease at an annualized rate of 10.5% to 8,420 workers over the five years to 2020. This downsizing is indicative
of strategies to support profit margins amid external competition.
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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
mobile

telephone
subscriptions

(Million)
2011 10,408 3,043 525 51.0 22,189 N/A N/A 1,487 N/A 25.9
2012 9,519 2,774 530 53.0 19,961 N/A N/A 1,343 N/A 26.9
2013 8,630 2,470 549 59.0 19,730 N/A N/A 1,227 N/A 27.6
2014 8,074 2,311 619 64.0 17,866 N/A N/A 1,138 N/A 28.4
2015 7,703 2,348 665 64.0 14,662 N/A N/A 1,030 N/A 29.4
2016 7,137 2,168 624 58.0 12,528 N/A N/A 961 N/A 30.4
2017 6,619 1,629 572 53.0 11,822 N/A N/A 844 N/A 31.4
2018 6,087 1,762 558 52.0 10,984 N/A N/A 783 N/A 32.9
2019 5,101 1,491 526 49.0 9,583 N/A N/A 677 N/A 34.6
2020 4,336 1,186 495 46.0 8,420 N/A N/A 591 N/A 35.8
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Industry Outlook
Outlook In an increasingly mobile environment, the Wired Telecommunications

Carriers industry in Canada continues to decline toward its inevitable
demise.

As fibre-optic networks become more widespread, carriers are expected to stop using copper infrastructure to
provide voice services. As industry operators offer customers discounts on wired telephony services, industry profit
is expected to be constrained as there are high fixed costs to operate in the industry. Heavy external competition
and a falling subscriber base will likely continue to hurt industry revenue. In addition, the COVID-19 (coronavirus)
pandemic has weighed in heavily on households, which are now more likely to reduce expenses such as landline
telephone service, especially if their economic situations remain bleak heading into 2021. This would further
accelerate the industry's decline. Industry revenue is expected to decline at an annualized rate of 8.5% to $2.8
billion over the five years to 2025.

GLOOMY DAYS AHEAD

Initially, wireless telephony services supplemented landlines.

However, over the five years to 2025, the number of wireless-only households is expected to increase, hurting
industry growth. The telephone services index (TSI) reflects the price changes experienced by a household for a
basket of telephone services. The basket of telephone services reflects a weighted average of consumer
expenditures on basic local service, other local services, long distance, installation and repair services. The TSI
does include wireless service expenditures. The TSI grew steadily between 2006 and 2016 as both wireless and
wireline telecommunications increased in price. However, with price competition increasing, the index has fallen
since then and is expected to continue to do so. The price of a basket of services is expected to continue to decline
or stagnate over the five years to 2025. However, the proportion of wired telephone expenditure is expected to
become smaller with each passing year. As companies focus on their internet business segments, Voice over
Internet Protocol residential lines, such as the service provided by Videotron Ltd., is expected to also become the
more common technology for residential landlines, especially since these services can be bundled easily with
internet services.

Meanwhile, the average price of wireless services has rapidly declined. As consumers consider the cost of landline
telephony and the shrinking cost of wireless services, the wireless substitution trend is expected to accelerate,
further decreasing the industry's subscriber numbers. Residential communication service prices are expected to fall
due to the shrinking number of customers, leading to declining service prices. Network infrastructure has high sunk
costs so industry operators will likely try to keep customers for as long as possible. As a result of this decline, the
number of industry enterprises is expected to decline at an annualized rate of 5.9% to 34 companies over the five
years to 2025. Not surprisingly, industry employment is expected to decline as most companies shift employees to
focus on different telecommunication services outside the industry amid rising external competition. Accordingly,
industry employment is projected to fall at an annualized rate of 8.4% to 5,434 workers over the five years to 2025.

BLURRING THE LINES

With declining revenue and subscribers, wired telecommunications
carriers are increasingly expected to enter other industries to compensate
for the decline.
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Carriers, particularly those offering wireless and wireline services, are anticipated to continue to shift resources
toward supporting their wireless business. This is expected to benefit major players that have already started the
migration, since most of them already have significant resources, integrated systems and solid reputations.
However, this migration is expected to ultimately decrease industry revenue and the relevance of traditional voice
services within the broader framework of telecommunications. Companies are expected to shrink their operations to
make room for newer and more modern technologies. Carriers are also expected to continue bundling their services,
offering internet access, video services and voice telephony in a single package to offset more dramatic revenue
contraction.

Current major industry players will likely continue to build their fibre-optic networks to offer improved internet access,
and these investments are expected to take away from investment in the wired telephony industry. Fibre networks
require a larger upfront investment than copper networks, and fibre deployment requires more expensive optical
transmitters and receivers. Furthermore, operators will likely have to invest in labour to install new systems. As the
major players in this industry operate in both industries, they are expected to shift these workers to focus purely on
non-industry services.

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
mobile

telephone
subscriptions

 (Million)
2020 4,336 1,186 495 46.0 8,420 N/A N/A 591 N/A 35.8
2021 3,552 986 456 43.0 7,181 N/A N/A 500 N/A 37.1
2022 3,343 937 433 41.0 6,683 N/A N/A 467 N/A 38.4
2023 3,136 876 407 38.0 6,214 N/A N/A 435 N/A 39.8
2024 2,955 821 384 36.0 5,808 N/A N/A 407 N/A 41.1
2025 2,787 775 362 34.0 5,434 N/A N/A 381 N/A 42.5
2026 2,630 734 341 32.0 5,083 N/A N/A 357 N/A 43.9

Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

Industry operators are unable to provide new services

IVA is expected to be negative over the 10 years to 2025

The number of industry enterprises is expected to fall significantly

The steady decline in demand for the Canadian Wired Telecommunications Carriers industry's core products, local
and long-distance telephony services, has thrown it into the declining stage of its life cycle. Wireless telephony is
increasingly replacing traditional wireline voice services as the primary method of communicating. Voice over
Internet Protocol technology has emerged as a low-cost alternative to traditional wired long-distance voice services.

Industry value added (IVA), which measures an industry's contribution to the overall economy, is forecast to
decrease at an annualized rate of 10.5% over the 10 years to 2025. In contrast, Canadian GDP is forecast to grow
at an annualized rate of 1.8% during the same period. When IVA falls below the national GDP or is negative, it is
indicative of an industry in decline. Lending further evidence to the industry's decline is falling enterprise formation.
The number of industry enterprises is anticipated to fall an annualized 6.1% over the 10 years to 2025. Moreover,
the industry's inability to provide new services is another indicator of decline.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Telecommunications Resellers in Canada

Retail Trade In Canada

2nd Tier

Consumers in Canada

Key Selling Industries
1st Tier

Telecommunications Networking Equipment
Manufacturing in Canada

Electronic Part & Equipment Wholesaling in Canada

2nd Tier

Transmission Line Construction in Canada

Semiconductor & Other Electronic Component
Manufacturing in Canada

Products & Services

  The Wired Telecommunications Carriers industry in Canada generates
revenue from the provision of local and long-distance voice services and
through the wholesaling of access to their core networks.

With rapidly declining demand for traditional voice products as the industry endures increasing external competition,
carriers have sold bundles of these services to achieve competitive differentiation while offering flexibility and
convenience to consumers.

LOCAL VOICE SERVICES

As local voice services are the primary core services that wired telephony
providers offer, its contribution to revenue has declined relatively less
over the five years to 2020.

The segment currently accounts for 78.9% of industry revenue in 2020. Additionally, operators provide value-added
services to consumers, such as call waiting, caller ID and voicemail. Demand for traditional local voice services
offered by this industry is expected to continue deteriorating on an absolute basis over the five years to 2025, as an
increasing number of households migrate entirely to wireless services.

LONG-DISTANCE VOICE SERVICES

Long-distance voice services make up an estimated 11.7% of industry
revenue in 2020.

Traditionally, long-distance services have been more expensive, as a long-distance call involves transporting
information through many different switching centres and through various networks, which usually entails an access
charge. However, as information has become digitized and the routing of information has become automated, long-
distance costs have decreased. Voice over Internet Protocol technology holds a particular advantage over traditional
long-distance voice services, as calls using the internet do not cost more if they are long distance. Downward
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pressure on pricing and customer migration to other technologies will likely continue to decrease this product
segment's share of revenue over the five years to 2025.

OTHER SERVICES AND EQUIPMENT

Many telecommunications providers derive their sales from selling and
renting connectivity equipment.

Accordingly, this provides a stable revenue stream by selling or renting equipment. Other services include leasing
and selling network connectivity to wholesalers and offering private lines, among others. This segment is estimated
to account for 9.4% of industry revenue in 2020.

Demand
Determinants

Demand for the Canadian Wired Telecommunications Carriers industry
can be most easily understood within the dichotomy of business and
residential demand.

Business demand for industry products is primarily affected by the level of economic activity, particularly in sectors
of the economy that are high users of telecommunication services, while household income levels determine
residential demand for industry services.

Demographic variables, such as increases in the population or household formation, may provide a natural boost for
industry services. With wireless penetration increasing and consumers choosing to purchase wireless devices in
exchange of, rather than in addition to, their landlines, this boost is no longer as natural as it once was. Growing
internet activity may encourage households to purchase internet services, and the bundling of services continues to
support demand for telephony services. Still, despite these price incentives, cable telephony has increasingly
become less significant for the industry's health.

Technological and service innovations are exceptionally influential to wired telecommunications demand. The
advent of integrated services digital network standards integrated data transmission into the public switched
telephone network has been the key dynamic driving force behind demand over the past decade. By tying data
communications into the same line used for voice communications, telecommunications carriers have been able to
sell different services, such as direct subscriber line internet access and traditional voice telephony, as one bundled
product. Similarly, the transition to fibre-optic telephone and broadband internet connections is projected to instigate
a similar rise in demand. Consequently, an increase in demand for one integrated service has resulted in a de facto
increase in demand for all the integrated services and is expected to repeat when fibre-optic systems become more
readily available. Industry participants often bundle services, such as wired, wireless, internet access and various
entertainment options, into one package so that customers receive one bill for all services.

However, innovation has also cut into demand for industry products, as consumers have found substitute products
in other industries. Wireless technologies represent the biggest threat, as a growing proportion of the population
prefers wireless phones as a means of communication, rather than just a complement to traditional wireline services.
Furthermore, Voice over Internet Protocol technology has also emerged as a more efficient, cost-effective way of
communicating, decreasing demand for traditional voice services.

Major Markets

  Within the Wired Telecommunications Carriers industry in Canada, there
are three primary market segments, which include residential, business
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and wholesalers.

  The relative importance placed on any of these segments varies among industry participants.

RESIDENTIAL MARKET

The residential market accounts for an estimated 66.7% of industry
revenue in 2020.

While it is still a relatively significant market segment, the residential market has been affected more rapidly than
other markets by substitute services, such as wireless telephony and Voice over Internet Protocol (VoIP). An
increasing number of households have now disconnected landlines and are relying purely on wireless mobile
communications. Other residential consumers have moved to VoIP services. As VoIP and wireless services have
become reliable enough to meet the standards of communication a majority of residential users require, the uptake
of these services has increased. Consequently, the residential market's share of industry revenue is expected to
decrease over the five years to 2025.

BUSINESSES

While telecommunications use varies by industry, this segment is often
favoured by newer entrants given the lower churn rate, which is the
percentage of subscribers that discontinue their subscription during a
given period.

More predictable usage patterns and the existence of long-term contracts has given operators a greater degree of
stability. This section also includes other telecommunications carriers that purchase data capacity from network
owners and wireless operators buying backhaul services, such as the transfer of data from a local network to a
provider's core network. Nevertheless, businesses enabling employees to bring their personally owned devices to
use for work may cut into the segment's contribution to revenue. IBISWorld expects businesses to generate 21.8%
of industry revenue in 2020.

WHOLESALERS

Wireline connectivity is primarily based on existing infrastructure that has
been laid out by the major players or the government.

Accordingly, many operators cannot afford to lay out new cable infrastructure, relying on the major players' existing
network to operate in their regional markets. Other telecommunications companies are expected to comprise 11.5%
of industry revenue in 2020, and this proportion is expected to fall in the future as reduced investment in wireline and
a shift toward other technologies will likely make this segment less significant.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Trade in the Wired Telecommunications Carriers industry in Canada is conducted when a Canadian consumer
connects to someone outside of the country and vice versa. Carriers compensate each other for the right to connect
on another carrier's network. However, this does not constitute international trade as recorded by any government
body. Although Canadian customers have increased their international communication, they have been using the
services of other industries. Long-distance voice services have decreased over the five years to 2020, mainly due to
the intrusion of Voice over Internet Protocol (VoIP) services.

Over the five years to 2025, the number of international minutes is expected to fall due to the increased usage of
VoIP. This service, which transmits voice conversations in digital packets the same way email is sent, does not take
into consideration the geography of callers, the distance between callers or the time of a call. VoIP phones can have
phone numbers, but they work anywhere in the world when plugged into an internet broadband connection. Most
importantly, VoIP calls are substantially more affordable than those made through the public switched telephone
network (PSTN). Consequently, the portion of sales derived from long-distance voice services is expected to
decrease over the next five years.
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Business
Locations

  In general, the geographic spread of establishments in the Wired Telecommunications Carriers industry in Canada follows that of
the population. Wired telecommunications networks are more economical in densely populated areas, and therefore, there is a
higher concentration of industry establishments in more populated areas. Ontario is the most significant region for the industry,
accounting for 41.2% of industry facilities in 2020, followed by Quebec, British Columbia and Alberta, with establishment shares of
25.2%, 10.4% and 7.3%, respectively, in 2020.

Notably, major player Bell Canada is based in Quebec, while Rogers Communications Inc. and TELUS Communications
Company are both headquartered in Ontario. These regions are densely populated and have a large concentration of consumers
using wired telecommunications services. Nevertheless, these areas are also the rapid adopters of the wireless-only trend, and
may ultimately decrease their usage of wireline telephony. Other provinces of note include Manitoba, which accounts for 2.3% of
establishments in 2020, and Saskatchewan, which accounts for 2.6% of establishments. These areas are home to some of the
industry's smaller regional players, such as Saskatchewan Telecommunications Holding Corporation.



Wired Telecommunications Carriers in Canada October 2020

20 IBISWorld.com

Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Wired Telecommunications Carriers industry in Canada exhibits a high level of concentration. The four largest
companies in this industry account for 79.6% of industry revenue in 2020. According to the Canadian Radio-
television and Telecommunications Commission's 2019 Policy Monitoring Report (latest data available), the
telecommunications sector is dominated by between nine and 10 large companies that account for an estimated
90.0% of industry revenue. While this industry is only a part of the telecommunications sector at large, similar
companies operate in both wireline and wireless telecommunication industries and ancillary media sectors. The
substantial upfront investment required to create a communications network, along with the complexity of managing
a large, interconnected infrastructure, generally precludes smaller operators from entering the industry. As wired
telecommunications carriers are replaced by wireless and Voice over Internet Protocol technology, larger operators
are focusing more on their broadband internet or wireless offerings as opposed to traditional cable telephony
services. As the number of enterprises is expected to decrease, market share concentration is expected to increase
in turn for these few key players.

Key Success
Factors

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

Ability to allocate service to area of greatest need:
The ability to effectively determine areas most in need of enhanced infrastructure investment, such as last-mile fibre
optic, is important for the future viability of wired telecommunications providers.

Provision of a related range of goods/services:
Wired telecommunications carriers must offer a variety of services to retain customers. Providers are bundling
traditional voice services with internet access, wireless and TV services to combat the decline of the traditional voice
market.

Development of a symbiotic relationship with another industry:
Providing backhaul capacity for mobile phone providers is increasingly important as customers gravitate toward
mobile products and wireless networks experience capacity constraints.

Ability to quickly adopt new technology:
The need to adopt new technologies within existing and planned infrastructures is essential in keeping up with the
increasing data demands placed on telecommunication networks.

Specialization in a product that is considered essential by legislators:
Telephone service remains a necessity for households, especially as the COVID-19 (coronavirus) pandemic has
forced more people to work from home. As a result, industry operators are considered essential.
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Cost Structure
Benchmarks

  Profit

Despite declining demand for traditional wired voice telephony over the
five years to 2020, many operators that offer traditional wireline
services continue to achieve respectable profit. The basic infrastructure
of the PSTN has existed for decades. The fact that telecommunications
carriers are still able to use a large part of this infrastructure to provide
legacy voice services has kept fixed costs down and maintained
profitability. However, the number of access lines has steadily
decreased over the five years to 2020 as consumers have switched to
other forms of voice communication. IBISWorld estimates that industry
profit, measured as earnings before income taxes, has decreased to
account for 5.3% of revenue in 2020. The COVID-19 (coronavirus)
pandemic has accelerated the profit decline, as companies have cut
prices within their bundled packages to keep consumers subscribed. In
addition, some companies have offered customers more flexible
payment schedules, which would affect profitability. Importantly, since a
handful of players dominate this industry, their high profit margins skew
this percentage upward while network wholesalers and regional
operators typically have lower profit. Price competition from substitute
services is expected to constrain industry profit over the five years to
2025.

 

  Wages

The two most significant occupations in the industry are network
maintenance and repair personnel and customer service personnel. As
a percentage of revenue, wages have increased slightly over the past
five years. Some operators have shed employees associated with
traditional voice telephony services among weakened demand. In 2020,
wages are expected to account for 13.6% of revenue.
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  Purchases

As the largest cost to industry participants, purchases account for an
estimated 55.0% of industry revenue in 2020. For new participants,
purchases include the cost of service expenses, which are expenses
necessary to start in the industry. Such purchases include the
infrastructure and network equipment necessary for voice calls. More
established operators have, in addition to operational purchases, begun
investing in technology to upgrade their existing networks, replacing the
copper infrastructure mentioned above. Operators hope to compete
with industry substitutes by increasing the speed of their networks.

 

  Marketing

In 2020, marketing expenses are estimated to account for 1.7% of
industry revenue in 2020. Marketing has mainly focused on bundling
traditional voice telephony services with other services such as internet
or cable TV and offering them at a discount.

 

  Depreciation

Depreciation is a significant part of operators' cost structure due to the
substantial level of capital resources tied up in carriers' networks and
infrastructure. Carriers are continually upgrading their networks, with
many switched carriers improving service offerings by moving to fibre-
based systems with internet protocol capabilities. While
telecommunications providers continue to upgrade to newer
technologies and phase out traditional copper infrastructure,
depreciation expenses are anticipated to increase over the five years to
2025. Depreciation is estimated to account for 8.4% of industry revenue
in 2020.

 

  Rent

Industry operators have rental expenses such as business offices,
telephone centres and communication towers. In 2020, rent expenses
are expected to account for 3.7% of industry revenue.
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  Utilities

In 2020, utilities are expected to account for 2.9% of industry revenue.
Industry facilities tend to use large amounts of electricity for the cooling
and operation of the equipment inside.

 

  Other Costs

Other costs, including legal, administrative and insurance expenses,
are expected to account for 9.3% of industry revenue in 2020.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

The Wired Telecommunications Carriers industry in Canada primarily
competes on the basis of price, service quality, range of services offered
and technology.

With industry operators offering similar coverage with similar services, price is a major basis of competition because
it is often difficult for consumers to differentiate products (e.g. the quality of a wired phone call) in an established
market. Price is affected by service providers' cost structures and reflects access charges or line rental and call
costs. Therefore, the largest operators, equipped with economies of scale, have the resources to slash prices to
more effectively compete.

A large range of services can provide competitive advantages in economies of scale and scope, and is a means of
adding value to a basic network connection. For example, the ability to provide internet access in conjunction with
voice telephony services can lead to a de facto boost in demand for voice services, as demand for internet access
services increases. Since many customers prefer to receive just one invoice, as opposed to many invoices from a
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range of service providers, the ability to offer an integrated bundle of communications, information and
entertainment is of increasing significance. However, this benefits larger, integrated companies at the detriment of
those smaller businesses that do not have sufficient resources.

Service integration has become particularly important given the speed and scale of technological advancements
within the telecommunications sector and the move toward convergence. Successful telecommunications
companies have offered integrated, converged solutions that blend wired, wireless, voice and data services for their
networks. This factor has been critical in many companies' efforts to differentiate themselves, as it has enabled them
to deliver a swath of media and communication services at the lowest cost and highest quality. Service integration
has mitigated the effect of the decline in traditional fixed telephony by enabling these companies to leverage their
wireline networks in supporting the provision of wireless services, Voice over Internet Protocol (VoIP), internet
services, virtual private network services and other data services. While such services lie outside the scope of the
industry, offering them has improved the competitiveness of industry participants.

EXTERNAL COMPETITION

The leading challenge for wired telecommunications carriers is
strengthening external competition.

External competition is varied among the other telecommunications industries but is particularly concentrated in the
Wireless Telecommunications Carriers industry in Canada (refer to IBISWorld report 51721CA). Call and access
pricing are decreasing, causing some households to use a cell phone for all voice telecommunications needs.
Accordingly, the substitution of wireless services for residential, local and long-distance services is the greatest
industry threat. According to the Canadian Radio-television and Telecommunications Commission's 2019
Communications Monitoring Report (latest data available), 63.0% of households had landline telephones in 2017, a
substantial drop from 79.1% of households owning landlines in 2013, opting instead for wireless services that have
been increasing for the past decade.

Aggressive competition from cable companies has also eroded traditional telephony providers' market share of
residential local phone services. VoIP providers, which are mainly cable companies, are also joining the attack on
wireline services. They have emerged as a large threat to incumbent local exchange carriers (ILECs) and
competitive local exchange carriers (CLECs) because the cost of calls made over switched facilities versus the
internet is significantly higher. With service qualities improving rapidly, household and business subscribers are
migrating in sizeable numbers from traditional wired telecommunications carriers to VoIP providers.

Furthermore, the quality of service is important for consumers and businesses alike. Consumers have high
expectations for service quality and expect calls not to drop out. One key differentiating factor between wireline calls
and competing VoIP services is that the latter has been known to have quality issues due to the inconsistent
bandwidths associated with constant internet connectivity as compared with relatively stable wired connections. This
factor has prevented many businesses from switching to VoIP services, given that cost savings may not be worth
losing business or irritating customers due to a dropped call. As the quality of VoIP services continues to improve,
however, more and more customers are migrating away from legacy voice services.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  Amid rising external competition from wireless internet
services and internet-based telephony options, many
variables provide a competitive edge in the Wired
Telecommunications Carriers industry in Canada. For
example, an established customer base is a valuable
competitive advantage. Incumbent companies benefit
from selling new products to a large, established
customer base. The existence of an integrated network is
also a prerequisite for delivering a full suite of integrated
products and services at a competitive price. A strong
presence in the wholesale segment is also helpful since it
can be a means of using any spare network capacity
while increasing market presence.

The most significant barrier to entry is declining demand
for the industry's core product, wired telephony services
and products. More efficient and convenient substitutes
such as wireless and Voice over Internet Protocol (VoIP)
are depleting demand for wired phone services.
Moreover, the copper-wire technology of the public
switched telephone network, while still sufficient for phone
calls, is no longer a sufficient transmission medium for the
high-bandwidth data applications that consumers use
today. As operators switch to new technologies for
transporting data, they are discarding their traditional
wireline voice divisions. As companies upgrade their data
networks and internet reliability continues to improve, the
quality gap between VoIP and traditional voice services
has diminished. The market for traditional wired voice
telephony is shrinking at a rapid pace, presenting a
significant barrier to entry in the industry. Nonetheless,
with the increasing size of the major industry players,
excess network capacity can be sold off to smaller
regional businesses that operate at the periphery of the
major players' primary jurisdictions. This provides an
accessible means of participating in the industry at the
local and regional level, but is unlikely to garner a
substantial market share.

Barriers to Entry Checklist

Competition High  

Concentration High  

Life Cycle Stage Decline  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Wired Telecommunications Carriers industry in Canada has a low level of globalization. The top players are all
domestically owned enterprises. These operators generate most of their revenue in Canada and have invested
significant capital in wired infrastructures across the country. Furthermore, the international reach of industry
services is expected to remain stable.
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Major Companies

Major Players Bell Canada

Market Share: 37.5%

  BCE Inc. (BCE) is Canada's largest communications company, providing residential, business and wholesale
customers with a range of communication solutions, and participates in the industry through Bell Canada. Bell
Canada operates through three segments, which include Bell Wireline, Bell Wireless and Bell Media. The Bell
Wireline segment provides local and long-distance telephony services; data, including internet access and TV; and
other communications services and products to Bell Canada's customers. In 2019 (latest data available), BCE
generated $24.0 billion in revenue.

Residential products of Bell Wireline include TV; internet; home phone, with local telephone service and long-
distance and advanced calling features; and service bundles. Business services include IP-based services; ICT
solutions, which are infrastructure services that support data connectivity; and local and long-distance voice
services, including audio and video conferencing along with webcasting and online conferencing business terminal
equipment.

In November 2014, a fourth segment, Bell Aliant, was integrated into the Bell Wireline segment, following its
privatization and leading to ongoing savings for the group. Bell Aliant provides local telephone, long distance,
internet, data and TV services, wireless, home security and value-added business solutions. Of these products and
services, BCE's TV offerings, value-added business solutions and home security services are not considered
relevant to the industry.

Financial performance

Bell Canada has focused on increasing the number of fibre-optic TV subscribers and the number of households that
purchase a bundle of TV, internet and home phone services. Local and access revenue has decreased over the five
years to 2020 due to aggressive competition from technological substitutes, such as wireless and internet-based
services. Promotional discounts and the loss of voice services have also cut into the company's profit margin.
Accordingly, Bell Canada's industry-relevant revenue is expected to decline at an annualized rate of 9.8% to $1.6
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billion over the five years to 2020. The company's operating profit, measured as earnings before interest and taxes,
has also experienced a similar decline, falling at an annualized rate of 10.6% to $250.3 million during the same
period.

 
Bell Canada (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 2,725.0 N/C 438.6 N/C
2016 2,924.1 7.3 419.4 -4.4
2017 2,671.6 -8.6 441.2 5.2
2018 2,439.1 -8.7 378.2 -14.3
2019 2,058.7 -15.6 300.2 -20.6
2020 1,624.7 -21.1 250.3 -16.6

Source: Annual Report and IBISWorld
Note: *Estimates

TELUS Communications Company

Market Share: 27.9%

  TELUS Communications Company (TELUS), a subsidiary of TELUS Corporation, is one of Canada's leading
telecommunications carriers. Although the company can trace its origins to the start of the 20th century, present-day
TELUS was founded in 1990 following the reorganization of the Alberta Government Telephones Commission. The
company reports its revenue in two primary operating segments, which include wireline and wireless, however its
wireline segment is partially relevant to the industry.

TELUS is an established, full-service local exchange carrier in British Columbia, Alberta and Quebec. The company
provides phone, internet access and TV and entertainment services to residential customers, and
telecommunication and IT solutions, such as voice, video and data services to business customers. TELUS
Corporation wholly owns TELUS Communications Company, and as of 2019, TELUS Corporation has 15.2 million
customer connections, including 10.2 million wireless subscribers, 1.2 million wireline network access lines, 2.0
million internet subscribers, 1.2 million TELUS TV customers and 608,000 security subscribers. The company has
increasingly focused on growth in the security, internet service and wireless markets.

Financial performance

TELUS' industry-relevant revenue is expected to decline at an annualized rate of 10.3% to $1.2 billion over the five
years to 2020. TELUS experienced a decline in residential network access subscriber numbers as consumers
shifted to substitute technologies. In 2014, residential network access subscription included 1.5 million subscribers
and has since declined to 1.2 million subscribers in 2019 (latest data available). The company has reduced prices of
its home phone service via bundling as the company has an incentive to keep customers as long as possible since
network infrastructure is considered a sunk cost. Not surprisingly, TELUS' industry-relevant operating profit,
measured as earnings before interest and taxes, has also decreased, declining at an annualized rate of 9.9% to
$233.5 million over the five years to 2020. However, the company has increased subscriptions in all its other
services, such as high-speed internet, wireless mobile and TV subscribers.
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TELUS Communications Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 2,086.4 N/C 392.7 N/C
2016 1,975.6 -5.3 336.8 -14.2
2017 1,863.7 -5.7 381.0 13.1
2018 1,914.1 2.7 377.9 -0.8
2019 1,592.2 -16.8 323.4 -14.4
2020 1,211.6 -23.9 233.5 -27.8

Source: Annual Report and IBISWorld
Note: *Estimates

Shaw Communications Inc.

Market Share: 8.9%

  Shaw Communications Inc. (Shaw) is a Canadian telecommunications company that provides telephone, internet,
TV and mobile services through an expansive fibre-optic network. Headquartered in Calgary, Shaw primarily
services British Columbia and Alberta along with smaller systems in Saskatchewan, Manitoba and Northern Ontario.
Shaw has several subsidiaries including Shaw Broadcast Services, Shaw Business, Shaw Direct and Freedom
Mobile Inc.

Shaw operates through two business divisions that include its wireline segment and wireless segment. The wireline
segment was previously separated into two segments, which were the consumer and business network services
segments. Both were partially relevant to the industry. The consumer division connects customers through wireline
connections in the home, providing internet, telephony and TV services, although TV is not relevant to the industry.
The business network service division provides Wi-Fi, data, internet and phone services to business markets.
Recently, the company has focused on expanding its wireless and business segments through acquisitions and
existing infrastructure upgrades. Nonetheless, this focus has largely been external to the industry, focused largely
on wireless connectivity for consumers and businesses alike, and a full suite of business solutions that are mostly
not relevant to the industry.

Financial performance

Shaw's industry-relevant revenue is projected to decline at an annualized rate of 3.0% to $385.2 million over the five
years to fiscal 2020. While the rest of the industry has experienced sharp declines in subscription rates, the
company has combatted falling cable telephony subscriber rates with effective bundling of telecommunication
services and slight increases in home phone service. Phone subscriptions have fallen from an estimated 1.3 million
subscriptions in 2015 to an estimated 1.1 million subscriptions in May 2020 (latest data available), and this is
expected to continue declining. Nonetheless, due to decreasing telephone customers, the company's profit,
measured as earnings before interest and taxes, is expected to shrink from accounting for 16.8% of revenue in 2015
to 13.7% of revenue in 2020 as Shaw has slashed prices to buoy demand in its legacy wireline voice operations.

 
Shaw Communications Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2014-15 448.7 N/C 75.4 N/C
2015-16 397.8 -11.3 57.8 -23.3
2016-17 396.1 -0.4 58.6 1.4
2017-18 406.1 2.5 38.1 -35.0
2018-19 415.7 2.4 54.9 44.1
2019-20 385.2 -7.3 52.9 -3.6

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

Market Share: 5.3%

  Rogers Communications Inc. (Rogers) is a Canadian telecommunications and media company. Rogers Cable is a
leading Canadian cable services provider, offering high-speed internet access, cable TV and telephony products.
Rogers Cable, together with Rogers for Business, provides business telecommunications, networking, hosting,
managed services and IP solutions to small, medium and large enterprises; the government; and carrier customers.
Rogers Media is Canada's premier destination for category-leading TV and radio broadcasting, sports
entertainment, publishing and digital media properties, although these segments are not considered relevant to the
industry. Similarly, Rogers' wireless division is also not industry relevant.

Rogers Cable's service territory covers an estimated 4.5 million homes in Ontario, New Brunswick and
Newfoundland, although its TV and internet revenue are not considered relevant to the industry. Rogers operates in
the industry through its cable telephony operations. Cable telephony revenue includes revenue from residential and
small business local telephony services, including calling features, such as voicemail and call waiting, in addition to
long distance. The company also offered a new service in 2016 called Rogers Unison, which enables customers to
have calls sent to desk phones to be answered and connected to their cell phone, bridging landline phones with
wireless phones together through their products. Rogers Cable's biggest growth driver in terms of revenue is its
internet segment, which is why the company has focused much capital investment into internet-related infrastructure
over cable voice.

Financial performance

Rodgers' industry-relevant revenue is expected to decline at an annualized rate of 15.0% to $229.4 million over the
five years to 2020. Revenue decline during this period has been primarily due to the continued decline in home
residential telephony services. The company's operating profit, measured as earnings before interest and taxes, has
fared similarly, declining at an annualized rate of 14.5% to $34.1 million during the same period. Nonetheless, the
company has focused on other growing segments, such as internet and wireless, to diversify the company's revenue
streams.

 
Rogers Communications Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 518.1 N/C 74.8 N/C
2016 449.4 -13.3 56.0 -25.1
2017 411.0 -8.5 66.8 19.3
2018 363.0 -11.7 58.9 -11.8
2019 251.0 -30.9 37.7 -36.0
2020 229.4 -8.6 34.1 -9.5

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies There are many smaller players in the Wired Telecommunications Carriers industry in Canada that cater to regional
markets. These companies have downsized their activities in this industry as demand has waned. Furthermore,
many local players do not solely own and operate their infrastructure. Instead, they purchase wholesale network
access from one of the major players and use it in combination with their network.

The industry has a few major players that generate a substantial market share. According to the Canadian Radio-
television and Telecommunications Commission's 2019 Policy Monitoring Report (latest data available), the
telecommunications sector is dominated by between nine and 10 large companies that account for an estimated
90.0% of industry revenue.

Saskatchewan Telecommunications Holding Corporation

  Market Share: 4.2%
  Saskatchewan Telecommunications Holding Corporation, operating as SaskTel, is headquartered in Regina, SK,
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and primarily operates in Saskatchewan and its surrounding areas. Tracing its history to 1908, SaskTel, as it
currently stands, was founded in 1947 and is owned by the Saskatchewan government. The company provides
wireline and wireless communications services, with its industry-relevant operations including cable telephony and
broadband internet services under its internet and data services, local and enhanced services and long-distance
services segments. Servicing an estimated 1.4 million customers, the company is expected to generate $183.0
million in industry-relevant revenue in 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Wired Telecommunications Carriers industry in
Canada exhibits a high level of capital intensity. Using
wages as a proxy for labour and depreciation as a proxy for
capital, IBISWorld estimates that for every $1.00 spent on
industry labour, capital expenditures are expected to
consume $0.61 in 2020, down from $0.62 in 2015. Network
expansions require a significant upfront investment which
increases overall depreciation costs. The declining utility of
traditional voice services has put upward pressure on the
price of services offered to keep these services as
profitable for as long as possible. Consequently,
companies have exhibited reluctance toward complete
network expansions, preferring instead to upgrade existing
products and services. For example, the upgrading of
traditional switched networks to internet protocol-based
networks has permitted more efficient traffic flow and has
decreased the cost of providing voice services.

Even so, recent advances in competing technologies
require significant network upgrades. Cable operators can
offer more efficient digital voice, video and data services
over their networks than traditional copper wire networks
can, and Voice over Internet Protocol services have rapidly
eaten away at industry revenue. Consequently, major
players have developed fibre-optic networks to compete.
While fibre-optic networks offer greater call-carrying
capacity, they are more expensive than traditional copper
wiring. Moreover, the installation of these systems is
expected to increase the cost of network expansion along
with associated depreciation costs.
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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.

Low Innovation
Concentration

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

Very Low Ease of Entry Very
Unlikely

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

Very Low Rate of Entry Very
Unlikely

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

Low Market
Concentration

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

  The rate of new patent additions to the industry is low. This is combined with a low concentration of innovation. Both factors
being low suggests that new technology entry is slow and widespread, which limits the threat of disruptive threats hurting
leading industry operators.

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

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.

The Wired Telecommunications Carriers industry in Canada has contended
with disruption from continued advances in wireless telecommunications
infrastructure, which is the primary competitor for industry services.

Continued investments in 5G cellular network technology are expected to increase competitive pressure for industry
operators. 5G networks are anticipated to improve the speed and reduce the latency of wireless telecommunications
networks, making wireless telecommunications services a more competitive substitute for industry services. Furthermore,
Voice over Internet Protocol has also disrupted the industry as consumers can make calls over internet-based networks.

The level of technology change is    Medium

  The key to understanding the changing landscape of the Wired
Telecommunications Carriers industry in Canada lies in understanding the
underlying technology that companies use in their operations and how that
technology differs among operators and methods of transmission.

While the largest players in this industry lay down the infrastructure for internet access and cable telephony, many
operators lease broadband connectivity from these large players. As a result, the level of technological adoption and
research initiatives are centralized among the major players rather than smaller broadband resellers and distributors.
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Transmission media

Wires and cables are the primary vehicles for telecommunications companies
to transmit information to and from customers.

Unshielded twisted pair (UTP) cabling is the traditional form of network cabling and has been used in telecommunications
infrastructure since the inception of the telephone. UTPs typically consist of a varying number of pairs of copper wire inside
a jacket. Each pair is twisted to eliminate outside interference. The tighter the twisting, the higher the supported
transmission rate and the greater the cost per foot. Notably, copper wires also carry an electrical charge with them, which
powers a user's telephone. Hence, even when power to a home goes out, the phone still works. UTP cabling is low cost
and has benefited from its ubiquity. Since the advent of the telephone, more than 1.0 billion UTP telephone subscriber lines
have been established. However, the limited data transfer rates of copper UTPs result in an inability to effectively support
high bandwidth applications, such as high-definition streaming video. While these applications are not relevant to the
Canadian Wired Telecommunications Carriers industry, the telecommunications sector has integrated so many different
technologies into the same infrastructure that a changing need for one technology often necessitates a change in the entire
network. Fibre-optic cabling transmits light rather than electronic signals, eliminating electrical interference problems and
enabling the transmission of signals over much longer distances and at much greater speeds. However, fibre-optic cables
do not carry power with them, leaving phone service susceptible to power outages. While fibre-optic networks have
emerged as the leading transmission media capable of supporting the high-bandwidth applications of the future, fibre-optic
cabling has also traditionally been a means of transmitting long-distance voice communications due to its speed and
distance capabilities.

Public switched telephone network

The public switched telephone network (PSTN) is the extensive network of the
world's circuit-switched telephone networks that enables any one phone in the
world to communicate with another.

When an end user makes a call, that call is routed through different switches that operate on a regional, national or
international level until a connection is established between the two phones. This connection is a circuit. When a user
places a call using the present-day PSTN, their voice is sent, along with many others, to their phone company's office.
Depending on a user's location (i.e. rural, suburban, urban) their voice may pass through a variety of different transmission
media on the way to this office. From this point, the path a user's voice takes depends on where the user is calling to. If the
call is local and the intended recipient is connected to the same local phone office, the office creates a circuit between the
user's phone and the person they are calling. However, if the call is a regional or long-distance call, the switch in the local
office accesses a database that has a primary interchange carrier (PIC) code. The PIC code specifies which long-distance
carrier an end user has chosen. Once the switch has a user's PIC, it connects to another switch for the user's long-distance
carrier, which in turn routes the call to the local office of the intended recipient, which completes the call. Current PSTN
uses fibre-optic cables, satellites and microwave transmissions to connect various local, regional, national and international
carriers. A user placing a single international phone call may use billions of dollars' worth of cable, computers and switches
in the five to 10 seconds it takes for that call to be answered.

Revenue
Volatility

The level of volatility is    Low
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  Over the five years to 2020, revenue for the Canadian Wired
Telecommunications Carriers industry is expected to display a low level of
volatility, with declines in revenue every year since 2015.

Year-to-year revenue growth rates ranging from a moderate decline of 4.6% in 2015 to a significant decline of 16.2% in
2019. Wired telecommunications operators have experienced increasing competition from platforms such as wireless data
plans and internet-based phone services, causing consumers to cut down significantly on industry services. Furthermore,
subsidies have also decreased for industry operators, causing operators to increase their pricing to stay profitable.
Consequently, increased pricing has made it more likely for homeowners to cut their home phone service. Over the five
years to 2025, revenue contraction is expected to continue, with consumer preferences continuing to shift to newer
technologies.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Wired Telecommunications Carriers industry in Canada has primarily been
subject to the rules and regulations of the broader telecommunications sector
rather than industry-specific statutes.

However, as consumers continue to rely more on internet services rather than telephony services, policy-makers will likely
focus regulation efforts on newer technologies that are becoming replacing industry services.

Under the Telecommunications Act, all facilities-based telecommunications service providers in Canada must seek
regulatory approval for all proposed industry tariffs, unless the services are exempt from regulation. Canada's government
departments and agencies regulate the industry, including the Canadian Radio-television and Telecommunications
Commission; Innovation, Science and Economic Development Canada; and the Competition Bureau. These agencies
regulate the industry in matters such as spectrum auctions, approval of acquisitions, foreign ownership and broadcasting.
For example, under the Competitions Bureau's Competition Act, all mergers are subject to review and those that exceed
prescribed thresholds must be formally pre-notified to the bureau.

Industry
Assistance

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

The Wired Telecommunications Carriers industry in Canada receives
assistance through an industry-wide national fund where telecommunications
providers that generate more than $10.0 million in annual revenue must
contribute to a fund to subsidize incumbent local exchange carriers.

Furthermore, these subsidies go toward residential telephone service in high-cost serving areas, which are typically remote
and rural. According to the Canadian Radio-television and Telecommunications Commission's (CRTC) 2019
Communications Monitoring Report (latest data available), subsidies paid to local exchange carriers have decreased from
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$108.0 million in 2014 to $87.3 million in 2018. These subsidies will likely be phased out semi-annually between 2019 and
the end of 2021. The decrease in subsidies represents an objective change from wired services to broadband Internet
access for these remote and rural areas.

Industry operators can seek the assistance of several industry associations. Foremost among them is the CRTC, a public
organization that regulates the broader broadcasting and telecommunications industry. The CRTC publishes reports on the
industry along with consumer insights and future goals. The primary function of the CRTC is to provide operators with
industry standards and regulations while giving consumers a platform to voice their grievances. The Canadian Independent
Telecommunications Association (CITA) also represents Canada's independent telephone companies before federal and
provincial bodies. The CITA promotes the improvement of telecommunication services in Canada and protects its members'
interests. The Independent Telecommunications Providers Association (ITPA) is a nonprofit organization that represents
independent local exchange carriers in British Columbia, Ontario and Quebec to governments, their various agencies and
other industry players.

Lastly, in wake of the COVID-19 (coronavirus) pandemic, while many industries are expected to benefit from government
assistance programs, it is not expected that this industry will directly receive any major benefits. Many of the programs are
geared toward small- and medium-sized businesses, and Canadian telecommunication companies are typically large, as
evidenced by sector market concentration. In addition, some nonrelated business segments of these companies are
performing relatively well despite the economic conditions in 2020. Thus, any industry assistance companies may receive is
likely to go toward other business segments of the company versus wired telephone services.
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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
mobile

telephone
subscriptions

(Million)
2011 10,408 3,043 525 51.0 22,189 N/A N/A 1,487 N/A 25.9
2012 9,519 2,774 530 53.0 19,961 N/A N/A 1,343 N/A 26.9
2013 8,630 2,470 549 59.0 19,730 N/A N/A 1,227 N/A 27.6
2014 8,074 2,311 619 64.0 17,866 N/A N/A 1,138 N/A 28.4
2015 7,703 2,348 665 64.0 14,662 N/A N/A 1,030 N/A 29.4
2016 7,137 2,168 624 58.0 12,528 N/A N/A 961 N/A 30.4
2017 6,619 1,629 572 53.0 11,822 N/A N/A 844 N/A 31.4
2018 6,087 1,762 558 52.0 10,984 N/A N/A 783 N/A 32.9
2019 5,101 1,491 526 49.0 9,583 N/A N/A 677 N/A 34.6
2020 4,336 1,186 495 46.0 8,420 N/A N/A 591 N/A 35.8
2021 3,552 986 456 43.0 7,181 N/A N/A 500 N/A 37.1
2022 3,343 937 433 41.0 6,683 N/A N/A 467 N/A 38.4
2023 3,136 876 407 38.0 6,214 N/A N/A 435 N/A 39.8
2024 2,955 821 384 36.0 5,808 N/A N/A 407 N/A 41.1
2025 2,787 775 362 34.0 5,434 N/A N/A 381 N/A 42.5

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Number of
mobile

telephone
subscriptions

(%)
2011 2.78 -3.70 -0.38 -3.78 -3.70 N/A N/A -6.60 N/A 5.35
2012 -8.55 -8.83 0.95 3.92 -10.1 N/A N/A -9.67 N/A 3.87
2013 -9.34 -11.0 3.58 11.3 -1.16 N/A N/A -8.63 N/A 2.58
2014 -6.45 -6.44 12.8 8.47 -9.45 N/A N/A -7.27 N/A 3.01
2015 -4.60 1.57 7.43 0.00 -17.9 N/A N/A -9.47 N/A 3.43
2016 -7.35 -7.68 -6.17 -9.38 -14.6 N/A N/A -6.70 N/A 3.36
2017 -7.26 -24.8 -8.34 -8.63 -5.64 N/A N/A -12.2 N/A 3.30
2018 -8.05 8.16 -2.45 -1.89 -7.09 N/A N/A -7.28 N/A 4.70
2019 -16.2 -15.4 -5.74 -5.77 -12.8 N/A N/A -13.5 N/A 5.19
2020 -15.0 -20.5 -5.90 -6.13 -12.1 N/A N/A -12.7 N/A 3.61
2021 -18.1 -16.8 -7.88 -6.53 -14.7 N/A N/A -15.4 N/A 3.54
2022 -5.89 -4.98 -5.05 -4.66 -6.94 N/A N/A -6.74 N/A 3.48
2023 -6.18 -6.51 -6.01 -7.32 -7.02 N/A N/A -6.84 N/A 3.62
2024 -5.78 -6.24 -5.66 -5.27 -6.54 N/A N/A -6.40 N/A 3.41
2025 -5.70 -5.68 -5.73 -5.56 -6.44 N/A N/A -6.30 N/A 3.37

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 29.2 N/A N/A 469 14.3 42.3 67,011
2012 29.1 N/A N/A 477 14.1 37.7 67,291
2013 28.6 N/A N/A 437 14.2 35.9 62,205
2014 28.6 N/A N/A 452 14.1 28.9 63,702
2015 30.5 N/A N/A 525 13.4 22.0 70,277
2016 30.4 N/A N/A 570 13.5 20.1 76,740
2017 24.6 N/A N/A 560 12.8 20.7 71,392
2018 29.0 N/A N/A 554 12.9 19.7 71,249
2019 29.2 N/A N/A 532 13.3 18.2 70,677
2020 27.3 N/A N/A 515 13.6 17.0 70,226
2021 27.8 N/A N/A 495 14.1 15.7 69,670
2022 28.0 N/A N/A 500 14.0 15.4 69,819
2023 27.9 N/A N/A 505 13.9 15.3 69,955
2024 27.8 N/A N/A 509 13.8 15.1 70,059
2025 27.8 N/A N/A 513 13.7 15.0 70,169

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Canadian Independent Telecommunications Association
http://www.cita.ca

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

Canadian Radio-television and Telecommunications Commission
http://www.crtc.gc.ca

Industry Jargon ACCESS LINE
A wire or series of wires that forms a direct connection between a customer and the local telephone exchange.

BYOD (BRING YOUR OWN DEVICE)
Enabling employees to bring their personally owned devices to use for work

COMPETITIVE LOCAL EXCHANGE CARRIER
A telecommunications carrier that competes with the already established incumbent local exchange carriers (ILECs).

CORE NETWORK
The central part of a telecommunications network that encompasses the principal transfer routes of information to
and from subnetworks.

INCUMBENT LOCAL EXCHANGE CARRIER (ILEC)
The original monopoly local exchange carrier in a given area; ILECs receive different regulatory treatment than the
newer CLECs.

INTEGRATED SERVICES DIGITAL NETWORK
A set of communications standards that permits the simultaneous transmission of data, voice and video services
over the public switched telephone network.

IPTV (INTERNET PROTOCOL TELEVISION)
The delivery of programming by video stream encoded as a series of IP packets. IPTV is distributed by a service
provider and can be free or fee-based and can deliver either live TV or stored video.

LOCAL ACCESS AND TRANSPORT AREA (LATA)
A region that differentiates between local and long-distance calls. Intra-LATA calls are handled by local exchange
carriers, while calls between LATAs are handled by long-distance carriers.

PUBLIC SWITCHED TELEPHONE NETWORK
The network of the world's public circuit-switched telephone networks, consisting of a variety of transmission
technologies all interconnected by switching centres.

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
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and executives within the industry.

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

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

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

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

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

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

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

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

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

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

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

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

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

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