
IBISWorld.com 1-800-330-3772 info@IBISWorld.com

  INDUSTRY REPORT 53223CA

DVD, Game & Video Rental in Canada

Game over: Dwindling demand and cost disadvantages are expected to force operators
to exit the industry

Samuel Kanda  |  February 2021



DVD, Game & Video Rental in Canada February 2021

2 IBISWorld.com

Contents
COVID-19 (Coronavirus) Impact Update.............................3

ABOUT THIS INDUSTRY.................................. 5

Industry Definition................................................................5
Major Players...................................................................... 5
Main Activities..................................................................... 5
Supply Chain....................................................................... 6

INDUSTRY AT A GLANCE................................ 7

Executive Summary............................................................ 9

INDUSTRY PERFORMANCE..........................10

Key External Drivers.........................................................10
Current Performance........................................................11

INDUSTRY OUTLOOK.................................... 13

Outlook.............................................................................. 13
Industry Life Cycle............................................................. 14

PRODUCTS & MARKETS............................... 16

Supply Chain..................................................................... 16
Products & Services.......................................................... 16
Demand Determinants...................................................... 17
Major Markets....................................................................17
Business Locations........................................................... 19

COMPETITIVE LANDSCAPE.......................... 21

Market Share Concentration............................................. 21
Key Success Factors........................................................21
Cost Structure Benchmarks............................................. 21
Basis of Competition......................................................... 24
Barriers to Entry............................................................... 25
Industry Globalization........................................................25

MAJOR COMPANIES...................................... 26

Other Companies.............................................................. 26

OPERATING CONDITIONS............................ 28

Capital Intensity................................................................. 28
Technology & Systems......................................................29
Revenue Volatility..............................................................30
Regulation & Policy........................................................... 30
Industry Assistance........................................................... 31

KEY STATISTICS............................................ 32

Industry Data..................................................................... 32
Annual Change..................................................................32
Key Ratios......................................................................... 32

ADDITIONAL RESOURCES............................33

Additional Resources........................................................ 33
Industry Jargon..................................................................33
Glossary............................................................................ 33



DVD, Game & Video Rental in Canada February 2021

3 IBISWorld.com

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 is expected to decrease in the DVD, Game and Video Rental industry in Canada, partially due to the
ongoing COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· The industry's profit margin is expected to decrease as a result of the negative economic effects of the coronavirus
pandemic. For more detail, please see the Cost Structure Benchmarks chapter.

· Demand from the industry's end consumers is expected to decrease from the mandated closures of nonessential
businesses during the peak of the pandemic. For more detail, please see the Demand Determinants chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This industry comprises operators that rent out prerecorded media such as movies, TV and video games. This

industry excludes revenue generated from mail-distributed, kiosk-distributed, on-demand and online streaming
rentals.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Renting video games, both computer and console

Renting video cassettes

Renting video DVDs

Renting Blu-ray discs

The major products and services in this industry are:

Nonsubscription rental services

Subscription rental services

Other
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Supply Chain

SIMILAR INDUSTRIES

Consumer Electronics Stores in
Canada

Department Stores in Canada Warehouse Clubs & Supercentres
in Canada

Movie & Video Distribution in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

DVD, Game & Video Rental in the
US

Movie Rental Kiosks Video & Game Rental in the UK Video and DVD Hire Outlets in
Australia
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Industry at a Glance
Key Statistics

$370.5m
Revenue

Annual Growth

2015–2020

-9.0%

Annual Growth

2020–2025

-0.8%

Annual Growth

2015–2025

 

$22.2m
Profit

Annual Growth

2015–2020

-16.3%

  Annual Growth

2015–2020

 

6.0%
Profit Margin

Annual Growth

2015–2020

-3.1pp

  Annual Growth

2015–2020

 

397
Businesses

Annual Growth

2015–2020

-10.5%

Annual Growth

2020–2025

-6.1%

Annual Growth

2015–2025

 

1,932
Employment

Annual Growth

2015–2020

-9.8%

Annual Growth

2020–2025

-3.4%

Annual Growth

2015–2025

 

$64.9m
Wages

Annual Growth

2015–2020

-8.6%

Annual Growth

2020–2025

-2.9%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-21.4%
Demand from movie theatres

0.7%
Consumer spending

3.8%
Number of fixed broadband
connections

1.2%
Leisure time

3.0%
Number of households earning
$100K or more

 
Industry Structure

POSITIVE IMPACT

  Revenue Volatility
Low   Concentration

Low

  Regulation & Policy
Light / Steady   Industry Globalization

Low / Steady

MIXED IMPACT

  Barriers to Entry
Medium / Increasing

NEGATIVE IMPACT

  Life Cycle
Decline   Capital Intensity

High

  Industry Assistance
Low / Steady   Technology Change

High

  Competition
High / Increasing

 

Key Trends

 The business model of operators is dependent on trends in
physical media

 Industry profit has decreased

 The industry is in a state of severe and prolonged decline

 For the majority of operators, demand will continue to
decline

 Operators are expanding into markets that give them the
chance of remaining profitable

 Operators will continue to contend with competition from
existing platforms

 The rising ease of pirating online content has diminished the
industry's revenue
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Volatility

  Low Imports

  Low Customer Class Concentration

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Decline Life Cycle Stage

  Low Profit vs. Sector Average

  High Product/Service Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Outlier Growth

  High Performance Drivers

  Demand from movie theatres

   

THREATS

  Very Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Revenue Growth (2020-2025)

  Leisure time
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Executive Summary Game over: Dwindling demand and cost disadvantages are expected to
force operators to exit the industry

The DVD, Game and Video Rental industry in Canada has experienced a massive contraction over the five years to
2020 due to increased pressure from non-industry competitors, including video streaming websites, on-demand
services and rental kiosks. The affordability and flexibility associated with these substitutes compelled consumers to
rent DVDs, games and videos from these competitors, diminishing demand for the industry's services. The inherent
cost advantages of streaming and non-industry rental services have also forced industry operators to lower their
prices, contributing to the anticipated 7.7% decline in industry revenue in 2020 alone. Overall, IBISWorld estimates
that industry revenue will contract an annualized 9.0% to $370.5 million over the five years to 2020. The decline in
2020 can be mainly attributed to the ongoing COVID-19 (coronavirus) pandemic and the resulting adverse economic
effects.

Over the five years to 2020, consumers pivoted almost exclusively to subscription streaming services such as Netflix
for their home entertainment needs, which can be viewed across a wide range of digital platforms. In response to
falling demand, many operators opted to slash their prices without changing their expenditures, causing the
industry's profit margin to decrease over the five years to 2020, despite most of the unprofitable operators exiting the
industry. This deflated profit margin has also caused many operators to scale back their labour forces to remain
profitable, resulting in decreased employment. In addition, the rising ease of pirating online content has also
diminished the industry's revenue and will continue to pressure operators as more people use their broadband
connections.

Over the five years to 2025, online content, such as streaming and downloaded media, will continue to service an
increasing share of industry demand. Over the five years to 2025, industry revenue is forecast to further decline an
annualized 0.8% to $355.9 million. As consumer spending increases, consumers will opt for more long-term
services, such as subscription-based streaming. These competitors will retain their cost advantages, pressuring
operators to maintain lower prices. In response, many operators will continue to exit the industry, while the
remaining operators will continue to decrease their staff levels and focus on selling more niche products to remain
profitable.
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Industry Performance

Key External
Drivers

Number of fixed broadband connections

As a wider range of consumers gains access to the internet, industry substitutes, such as streaming, rise in
popularity. These services are typically more affordable and convenient than physical media, as they reduce wait
times and offer a wider selection of movies at a lower per-movie cost. Therefore, increased broadband connections
adversely affect demand for industry services. The number of fixed broadband connections is expected to increase
in 2020, posing a potential threat to the industry.

 

Consumer spending

Changes in the overall economy influence changes in consumer spending,which in turn determine demand for
industry services. When consumer spendingincreases, consumers are more likely to make discretionary purchases,
such asrenting prerecorded media or video games. Consumer spending is expected to decreasein 2020.

 

Leisure time

Leisure time measures the average number of hours a person spends on recreational activities, such as watching
movies or TV shows or playing video games. Therefore, consumers with higher levels of leisure time are more likely
to rent prerecorded media or video games from industry operators. Conversely, as leisure time falls, consumers are
more likely to substitute renting physical media for less time-consuming media options, such as streaming or cable
TV. In 2020, leisure time is expected to increase, representing a potential opportunity for the industry.

 

Demand from movie theatres

DVD rental stores and movie theatres have always competed directly for consumer dollars. An increase in demand
for movie theatres indicates that consumers are more willing to watch a new release in theatres than to wait for its
DVD release. Typically, consumers are more likely to substitute rentals with theatre viewings when their household
income increases. Demand from the Movie Theatres industry in Canada is expected to decrease in 2020.

 

Number of households earning $100K or more

Households earning over $100,000 are more likely to pay for the added convenience of streaming services.
Similarly, consumers in this demographic are more likely to purchase downloadable content in lieu of renting from an
industry operator. As the number of households choosing these substitute options increases, demand for industry
services decreases. The number of households earning $100,000 or more is expected to decrease in 2020.
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Current
Performance

The DVD, Game and Video Rental industry in Canada both rents and
retails a range of physical media, such as DVDs, Blu-ray discs, video
games and other video products.

As with other physical media industries, technological changes over the five years to 2020 have visibly and
irrevocably altered the landscape for the industry's operators. The rapid growth in the popularity of mail-order
services, streaming and on-demand services has and also continues to cut into existing demand for industry
services. The shift toward these products is mainly attributed to the convenience and low cost associated with
nonretail locations. As a result, industry revenue is expected to decline at an annualized rate of 9.0% to $370.5
million over the five years to 2020, with revenue decreasing 7.7% in 2020 alone. The decline in 2020 can be mainly
attributed to the ongoing COVID-19 (coronavirus) pandemic and the resulting adverse economic effects. Such
effects were endured during the peak of the pandemic when many operators were forced to shut down in an attempt
to help mitigate the spread of coronavirus.

EXTERNAL COMPETITION

The business model of industry operators is almost entirely dependent on
trends in physical media.

Historically, the industry has gone through significant operational shifts, exemplified by the shift from VHS cassettes
to DVDs during a time when consumers were switching to the newer format. For industry operators, the switch
required an overhaul of almost all industry operations as contracts were renegotiated, inventory stock was reordered
and cost structures were altered. However, operators weathered that storm. Now, physical media is increasingly
losing out to competition from high-definition movie formats delivered through satellite TV, digital cable, on-demand
and streaming services and online piracy. Unlike the shift to DVDs, however, the switch to digital content seems
more permanent, as these formats are much better suited for subscription-based services than for in-store rentals.

Over the past five years, the manufacturing of physical media such as DVDs and Blu-ray discs has represented a
declining share of the video supply chain. This is because online and digital content has grown to replace physical
media as the main form of content distribution to consumers. One of the major, most revolutionary advantages of
these substitute services is their savings in overhead costs and direct labour relative to industry operators. Rental
stores must pay for high-traffic, premium locations and labour to man these retail spaces, while nonretail competitors
employ more automated systems that require less space and labour to maintain and operate. Comparatively, rental
kiosks and mail-order services only require labour for maintenance and inventory purposes and do not need a retail
presence at all, enabling them to save on overhead expenses. As a result, the cost savings of external competitors
place industry operators at a disadvantage in terms of pricing.

Over the five years to 2020, industry profit has decreased as a whole even as the most unprofitable operators have
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been forced to exit the industry. Additionally, profit for individual industry operators has decreased across the board
as they have attempted to compete on the basis of price, lowering rental prices to retain customers. These price
promotions, however, have done little to prevent consumers from switching to digital substitutes. As a result, the
industry's profit margin, measured as earnings before interest and taxes, is estimated to account for only 6.0% of
revenue in 2020, falling from 9.1% in 2015. Subsequently, over the five years to 2020, the number of industry
operators is expected to decline at an annualized rate of 10.5% to 397 companies. Similarly, employment is
projected to decrease at an annualized rate of 9.8%, totalling 1,932 workers during the same period. This is largely
attributed to operators exiting the market, and also partly because operators find it easier to reduce wage costs than
overhead expenses. Therefore, operators seeking to remain profitable are doing so by reducing their employment
levels and overall wage costs first and foremost.

DIGITAL MARKETS

TV as a substitute for industry services has continued to increase over
the past five years.

In 2019 (latest data available), the Canadian Radio-television and Telecommunications Commission (CRTC)
reported that there was an estimated 2.4% increase in the number of TV and video services available to Canadians.
Furthermore, Canadian consumers are also switching to online streaming services such as Netflix to watch video
content. The same study by the CRTC also reported an annualized 41.4% growth between 2014 and 2018 in the
number of subscription-based video-on-demand services in Canada.

The DVD, Game and Video Rental industry in Canada is in a state of severe and prolonged decline. Following the
complete phasing out of VHS tapes over the past decade, DVDs, Blu-ray discs and streaming video became the
mainstream forms of distribution. Rental companies relied heavily on physical copy formats, such as regular DVDs,
video games and Blu-ray discs, for revenue. However, with increased broadband speeds, a rising number of fixed
broadband connections in Canada and the rising popularity of mobile and tablet devices, streaming has quickly
overtaken the other two formats as the dominant medium. Furthermore, as streaming grows, more competitors are
entering the Canadian market, including traditional US broadcasters. In 2018, CBS announced it would be launching
its All Access streaming service in Canada. Large companies such as the Walt Disney Company and NBCUniversal
Media LLC have launched their own streaming services in the country.

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)
2011 1,114 478 1,871 897 10,334 N/A N/A 247 N/A 11.3
2012 866 366 1,633 940 6,215 N/A N/A 173 N/A 11.7
2013 787 269 1,281 837 5,153 N/A N/A 129 N/A 12.1
2014 655 190 1,127 826 3,801 N/A N/A 105 N/A 12.6
2015 594 190 917 693 3,243 N/A N/A 102 N/A 13.1
2016 539 177 804 592 2,837 N/A N/A 98.2 N/A 13.4
2017 487 179 651 472 2,647 N/A N/A 91.6 N/A 13.9
2018 440 168 622 454 2,605 N/A N/A 85.2 N/A 14.3
2019 401 140 608 445 2,135 N/A N/A 71.5 N/A 15.0
2020 371 115 542 397 1,932 N/A N/A 64.9 N/A 15.4
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Industry Outlook
Outlook Over the five years to 2025, streaming and online video content will likely

continue to replace many of the services offered by operators in the DVD,
Game and Video Rental industry in Canada.

For those consumers that prefer physical media, rental kiosks and mail-order DVDs, certain operators that offer
niche and specialized products will continue to find some success. In Quebec where the predominant language is
French, operators can cater to the French-speaking population in a way that other competitors cannot.
Nevertheless, many operators will choose to exit the industry as their operations become increasingly unprofitable
due to both dwindling demand and inherent cost disadvantages. Overall, IBISWorld estimates that industry revenue
will decline an annualized 0.8% to $355.9 million over the five years to 2025.

Despite increasing competition from alternative video and game providers, physical media will continue to have a
place among some consumers. Operators offer several things that are lost with digital service. Typically, a website
that offers online rental services, such as Amazon.com Inc., will stop renting out a movie after a set amount of time.
This is done to encourage consumers to purchase the film. Moreover, it shows the difference in incentives between
an operator in the industry and a retailer with renting capabilities. Streaming services usually also cater to the
masses, whereas industry operators maintain local establishments that are therefore capable of reacting to local
demand. Consequently, as long as there are consumers that desire a less popular or niche video, there will always
be demand for industry services in some form. For the majority of operators, however, demand will continue to
decline.

SURVIVAL THROUGH SPECIALIZATION

To adapt to a changing business environment, operators are expanding
into markets that give them the best chance of remaining profitable.

If industry operators wish to take on emerging technologies in home entertainment media, they will need to invest
heavily in marketing and advertising to differentiate their services from alternative service providers. For some
operators, this will entail entering the online market and offering mail-order DVDs, while other companies will add
complimentary rental kiosks to their service offerings. For smaller operators, entering niche markets remains the
best option moving forward. By focusing on products that are either rare or only demanded by a select few,
operators are more likely to attract customers that are not only loyal, but also more likely to stick with those
operators in the long term so they can continue receiving their niche content.

Despite the growing push to diversify service and product offerings, many operators will continue to exit the industry.
Over the next five years, the popularity of large video rental chains will likely subside until only small niche operators
remain profitable. Over the five years to 2025, the number of industry enterprises is expected to decrease an
annualized 6.1% to 290 companies. As this decline occurs, operators will cope by decreasing their staff levels to
maintain profitability, causing industry employment to decline an annualized 3.4% to 1,625 workers over the next
five years. With lower levels of labour available, the total wages paid by operators will also decrease. These cost-
saving measures taken by industry operators, the exodus of unprofitable enterprises and the expected economic
recovery from the COVID-19 (coronavirus) pandemic will likely result in a slight rise in profit for the remaining
participants.

FUTURE THREATS
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Due to the growing popularity of online streaming, operators in the
industry will continue to contend with fierce competition and changing
consumer preferences.

The Bell Media Inc.-owned network CTV Movies has launched its own streaming service for Canadian consumers
within the past two years. Likewise, Citytv has launched its own on-demand streaming service called Citytv NOW.
Still, other new streaming services, such as the Walt Disney Company's Disney+ and NBCUniversal Media LLC's
Peacock streaming services, will also likely diminish demand from the industry's operators.

Furthermore, operators will continue to contend with competition from existing platforms, such as cloud-based
libraries that enable users to stream and download purchased content across multiple platforms. Although
discontinued as of July 2019, UltraViolet was one such platform that acted as a significant external competitor to the
industry. Given the nature of its service, UltraViolet movies could never be rented, as the service granted purchasers
digital rights to purchased materials. Currently, a growing number of streaming services in Canada are making
UltraViolet content available through their own platforms now that the original service is defunct. In 2015, the Digital
Entertainment Group reported that UltraViolet accounts had grown nearly 20.0% and had reached 25.0 million users
and 165.0 million movies and shows within the overall library. While the success of this particular technology
substitute may not become a standard in future years, the class of technology represented by existing services
similar to UltraViolet and its legacy is likely to pose a threat to operators as consumers continue to use mobile
devices and demand cross-platform content.

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)
2020 371 115 542 397 1,932 N/A N/A 64.9 N/A 15.4
2021 356 119 497 364 1,806 N/A N/A 61.0 N/A 15.8
2022 358 118 466 339 1,753 N/A N/A 59.7 N/A 16.1
2023 358 117 440 319 1,704 N/A N/A 58.3 N/A 16.3
2024 357 116 418 302 1,661 N/A N/A 57.1 N/A 16.6
2025 356 113 403 290 1,625 N/A N/A 56.1 N/A 16.8
2026 355 111 388 279 1,590 N/A N/A 55.1 N/A 17.0

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

LIFE CYCLE REASONS

The industry’s contribution to the economy is decreasing

Employment and enterprise numbers are expected to fall strongly and consistently

Industry services have been decimated by newer technology
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The DVD, Game and Video Rental industry in Canada has strongly contracted over the 10 years to 2025. Industry
value added (IVA), which measures an industry's contribution to the overall economy, is expected to decline at an
annualized rate of 5.0% during the 10-year period. However, Canada's GDP is expected to increase an annualized
1.8% during the same period, with such a stark difference between these two rates being indicative of an industry in
the declining phase of its life cycle. This suggests that the industry's contribution to the economy is both decreasing
at present and will continue to decrease in the long term as employment and wages shrink.

External competition is the largest contributor to the decline of this industry. With more convenient and lower-costing
services available, industry operators have taken to price-based competition to maintain demand. This has resulted
in decreasing profit for most operators, even as the most unprofitable enterprises continue exiting the market. In
response to the declining profit, most industry operators have cut their workforces and lowered their employment
levels. Over the 10 years to 2025, the number of industry enterprises is expected to fall at an annualized rate of
8.3%. Employment is also expected to fall, declining at an annualized rate of 6.7% during the same period. These
large declines are fairly indicative of a declining industry.

Looking forward, there is little to no room for innovation in this industry, as innovation in the home entertainment
industry is mainly occurring at the platform level. Consequently, there is little room for growth in the physical media
rental industry, and competitors such as Netflix Inc., as well as digital cable and satellite operators, are classified
under different industries. Industry revenue will continue to fall as the popularity of devices such as game consoles
and tablets becomes more compatible with streaming services.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Key Selling Industries
1st Tier

Movie & Video Distribution in Canada

Software Publishing in Canada

Commercial Leasing in Canada

Candy Production in Canada

2nd Tier

Semiconductor Machinery Manufacturing in Canada

Computer Manufacturing in Canada

Circuit Board & Electronic Component Manufacturing in
Canada

Products & Services

  Due to the ongoing COVID-19 (coronavirus) pandemic, demand for the
DVD, Game and Video Rental industry's products may decrease.

In an effort to mitigate the spread of coronavirus, governmental mandates required that nonessential operators
temporarily shut down their businesses. In addition to this industry not being classified as an essential business,
demand for the industry's products is expected to decrease from the proliferation in online streaming services and
growing ease in pirating online content.

NONSUBSCRIPTION RENTAL SERVICES

Nonsubscription rental services in the DVD, Game and Video Rental
industry in Canada account for the majority of industry revenue in 2020, at
56.5%.

Streaming services and kiosk rentals have considerably reduced this segment's share of industry revenue over the
five years to 2020. Moreover, many streaming services offer the same films at a much lower price, cutting into
industry revenue.

SUBSCRIPTION RENTAL SERVICES

Subscription rental services are anticipated to account for 29.0% of
industry revenue in 2020.

Along with steep industry declines, the subscription service revenue segment's share of total industry revenue fell
over the five years to 2020. This fall is primarily due to the proliferation in online streaming services along with the
increase in number of people that have a broadband connection. The rise in the number of people with a fixed
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broadband connection offers consumers the ability to watch almost anything they want online, whether it is paid for
or downloaded illegally.

OTHER

Other services include DVD, game and video sales and other related
services.

Rental stores also typically sell additional merchandise such as popcorn, candy and soda. Some players have also
expanded their product offerings to include movie or game-related clothing and games. Other services are
anticipated to account for the remaining 14.5% of industry revenue in 2020. Unlike the other products in this
industry, this segment's share of industry revenue is expected to slightly increase as people may enter
establishments for the sole reason of purchasing other merchandise.

Demand
Determinants

Several factors can stimulate or reduce demand for services in the DVD,
Game and Video Rental industry in Canada.

The most significant underlying determinants of demand for the rental and purchase of DVDs include online
services, economic conditions, changes in technology, consumer needs, movie releases and issues of piracy.
Moreover, outside competition has siphoned a notable percentage of industry demand. Subsequently, due to the
ongoing COVID-19 (coronavirus) pandemic, demand for the industry's products is expected to decrease due to the
stay-at-home orders, proliferation of online streaming services and the growing ease in pirating online content.

Since the industry's products are largely considered discretionary, the overall level of consumer spending and
discretionary income play major roles in determining industry demand. As a rule, when disposable income
increases, consumer consumption also increases. However, changes in disposable income only affect long-term
consumption patterns if the increase appears to be long-term. Thus, increases in disposable income positively affect
demand for industry services when consumer confidence and spending proportionately increase as well. When both
disposable income and discretionary spending increase, industry operators benefit from consumers seeking out
entertainment services such as renting a movie or a video game. However, under the same conditions, consumers
are also equally likely to seek out substitute services, such as going to movie theatres or buying a movie on-
demand. This is especially true for households with high income as they are more likely to choose an entertainment
service by convenience over price. Consequently, industry operators are just as dependent on consumer preference
relative to competitors in addition to consumers' financial situation.

Competition from industry substitutes is causing demand for physical media to drastically decline, particularly
demand for physical media rental. Some of these substitutes include video-on-demand, which has continued to
improve in terms of video and sound quality. These improvements have resulted in a comparable yet a more
convenient substitute to renting a DVD or a Blu-ray disc. The same can be said of online streaming as consumers
increasingly adopt the internet as their primary medium for entertainment. Therefore, the number of fixed broadband
connections influences demand for DVD and video game rental. The development of these substitute services and
broadband capabilities also affects demand for industry services, as it increases the appeal of streaming services
relative to physical media.

Major Markets

  Products in the DVD, Game and Video Rental industry in Canada,
including DVDs, Blu-ray discs and video games, are almost entirely
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consumed by households and individual consumers.

  For instance, 2012 data from Statistics Canada indicates that 74.2% of the industry's products are consumed by
individuals and households, compared with the 25.8% of the industry's products that are consumed by businesses
(latest data available). Furthermore, the range of products offered by industry operators effectively exposes them to
almost every household in Canada. In 2015, the Entertainment Software Association of Canada reported that 54.0%
of the Canadian population are gamers, meaning that they own at least one game console (latest data available).
Additionally, according to the Canadian Radio-television and Telecommunications Commission, 84.1% of Canadian
households owned at least one computer (latest data available). For industry operators, the most industry-relevant
growth is coming from households that have recently purchased a Blu-ray player. These households are more likely
to rent the higher-quality video discs in lieu of purchasing. Given the nature of industry services and access to
industry products, operators segment their markets by consumer income.

In addition, due to the COVID-19 (coronavirus) pandemic, demand from the industry's major markets is expected to
decrease. Since majority of the industry's major markets are consumers, the more people are willing to go a retail
outlet to rent a DVD, game or video, the more demand operators would experience. However, with social distancing
protocols and businesses operation regulations, demand for DVD, game or video rentals have endured another
decrease in demand.

HOUSEHOLDS WITH INCOME BETWEEN $50,000 AND $100,000

Households with a yearly income between $50,000 and $100,000 are the
largest purchasers of industry services, accounting for an estimated
32.4% of industry revenue in 2020.

According to 2018 Statistics Canada data (latest data available), the median after-tax income of economic families
of two or more people rose to $61,400 in 2018 from $59,000 in 2015. Additionally, the census recorded the average
household income for a two-parent family with children was higher after taxes. The importance of this market is
largely due to how representative it is of the average Canadian household and the average industry customer.
However, due to changing consumer trends and the way people consume media, this segment's share of industry
revenue has decreased slightly over the five years to 2020.

HOUSEHOLDS WITH INCOME OVER $100,000

Households with a total income of over $100,000 constitute the second-
largest market for industry operators.

This group shares all of the advantages of households that earn between $50,000 and $100,000, but has a larger
range of substitutes at its disposal. Households with incomes surpassing $100,000 are more likely to pay for more
convenient streaming services, and thus account for a smaller share of industry revenue. In 2020, these households
are expected to account for 25.8% of total revenue. Although this segment has more disposable income, consumers
within this segment tend to be older and thus may still use their Blu-ray players and may even keep some of the
industry's products as a collectible. This marks a slight increase in demand from this segment over the five years to
2020.

HOUSEHOLDS WITH INCOME BETWEEN $30,000 AND $50,000

Households with a total income between $30,000 and $50,000 mainly
comprise married couples with no earners, single-parent families and
single-person homes.

Typically, consumers in this demographic group are less likely to consume more expensive direct substitutes such
as streaming and on-demand services. In 2020, IBISWorld estimates that households with income between $30,000
and $50,000 will account for 23.9% of industry revenue. Although this segment may not earn as much, the
proliferation in streaming services has caused subscription fees to decrease, causing this segment's demand for the
industry's products to decrease slightly over the five years to 2020.

HOUSEHOLDS WITH INCOME LESS THAN $30,000

Households with income less than $30,000 account for an estimated
17.9% of industry revenue in 2020, which makes it the smallest target
group for industry operators.

Households in this group typically have less disposable income and are the most likely to seek out more affordable
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substitutes. However, this segment as a portion of revenue has still decreased over the five years to 2020, with the
growth of more affordable substitutes.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Companies existing in the DVD, Game and Video Rental industry in Canada strictly operate in the domestic market.
Consequently, this industry does not engage in international trade. There are, however, several internationally
based suppliers and industry operators, and this is discussed further in the Industry Globalization section of this
report.

Business
Locations

  The location of establishments in the DVD, Game and Video Rental industry in Canada is largely in line with the distribution of the
country's population. For the most part, TV sets and movie playing devices are owned by an overwhelming majority of the
population. Thus, to a limited extent, the distribution of the population is more relevant to industry locations than any one
geographical factor.

The bulk of industry activity occurs in two primary provinces, which are Ontario and Quebec. Collectively, IBISWorld estimates
that 57.7% of industry establishments are located in these two provinces, which also account for a little over 60.0% of the national
population. The difference in distribution between the two is largely attributed to the geographic factors previously mentioned.
Quebec, which accounts for almost one-quarter of the Canadian population, is home to Canada's French-language production and
broadcasting industries. As a result, industry operators in this province are capable of providing a more niche service with French
rentals. This has provided Quebec operators with some limited shelter from declining industry performance. Furthermore, the
largest industry player is Quebecor Media Inc., a Canadian media giant headquartered in Quebec. As a result, Quebec houses an
estimated 24.9% of industry establishments in 2020.

Ontario, which accounts for almost 40.0% of the country's population, is the largest host of industry establishments. Similar to
Quebec, Ontario is home to the English-language production and broadcasting industries. Unlike its fellow province, however,
English-based content is more easily substituted. Consequently, in 2020, Ontario houses 32.8% of the industry's establishments.

Outside of these two provinces, British Columbia and Alberta are the third- and fourth-largest regions by industry establishments,
respectively. British Columbia houses 21.3% of industry establishments in 2020 and 13.5% of the population. Additionally, British
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Columbia is the third-largest production location in North America and is also considered one of the country's major entertainment
provinces after Quebec and Ontario. Lastly, Alberta houses an estimated 11.0% of industry establishments in 2020, compared
with 11.6% of the country's population.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The DVD, Game and Video Rental industry in Canada is best categorized by a low level of market share
concentration, with the largest company in the industry accounting for less than 5.0% of industry revenue in 2020.
Market share concentration has fallen significantly over the five years to 2020, with the bankruptcy of Blockbuster
Canada and Rogers Video, which were formerly the industry's two largest players. Blockbuster LLC was the largest
operator in the industry prior to the recession. However, the demise of its US segment also resulted in the liquidation
of the company's Canadian assets. After Blockbuster Canada's exit from the industry in 2011, Rogers Video, then
owned by Rogers Plus, became the largest video rental chain in Canada, followed by Le SuperClub Videotron Ltee.
In 2012, however, Rogers Video also exited the industry, citing consecutive years of losses as its main reason.
Consequently, in a two-year span, the industry lost its two largest operators, resulting in a dramatically reduced
market share concentration.

Key Success
Factors

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

Supply contracts in place for key inputs:
Having supply contracts for more highly demanded movies will ensure prompt delivery of products to customers.

Ability to effectively manage losses from late- or no-returns:
Industry operators must properly manage debt accrued from consumers that do not return rented items. This is
mainly done through late and restocking fees.

Access to exclusive or rare merchandise:
Industry operators with niche markets and products are more likely to retain demand for industry services.

Having a loyal customer base:
Having a loyal customer base that generates reoccurring revenue is essential for industry operators, especially as
substitute services continue to gain popularity.

Ability to effectively manage stock on hand:
This industry is categorized by a high level of depreciation expenses relative to revenue. Thus, it is essential for
industry operators to effectively manage stock on hand to satisfy demand while reducing expenses.

Strong cash reserves:
Industry operators that primarily service one of the most affected sectors as a result of shelter-in-place measures
may experience substantial declines in revenue and would need cash reserves to remain solvent.

Cost Structure
Benchmarks
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  Profit

Industry profit, measured as earnings before interest and taxes, is
estimated to total 6.0% of industry revenue in 2020. Historically,
industry operators have earned a relatively low profit margin. This is
mainly because of the added costs that are required for a company to
successfully operate in a physical location. With operators competing
intensely on the basis of price, operators have consequently been
limited in their ability to widen their profit margin. While the increased
competition has resulted in more intense price competition, which has
forced many operators to lower their prices, the widespread exit of
unprofitable enterprises in the industry has actually kept the industry's
profit afloat. In addition, due to the ongoing COVID-19 (coronavirus)
pandemic, the industry's profit margin fell even more as consumers
were more reluctant to visit industry establishments and opted to
remain home and stream their desired content from the plethora of
streaming services. As a result, profit measured as earnings before
interest and taxes, fell to an estimated 6.0% of revenue in 2020, down
from an estimated 9.1% in 2015.

 

  Wages

Labour is perhaps the largest advantage to running physical retail
centres, as consumers generally tend to value personal expertise when
it comes to making purchases. Wage costs as a portion of industry
revenue have slightly increased over the past five years, as wages
have not decreased as quickly as revenue during the period. In 2020,
wages are expected to account for an estimated 17.5% of industry
revenue, up from 17.1% in 2015.

 

  Purchases

Purchases account for the largest expense incurred by industry
operators. Purchases include merchandise, such as DVDs, video
games and Blu-ray discs, in addition to candy, apparel and collector
items. Increasingly, operators are turning to retail functions to generate
revenue and remain profitable amid the industry's broader struggles.
However, purchases have decreased over the past five years to
account for an estimated 33.8% of industry revenue in 2020.
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  Marketing

Industry operators rely entirely on demand from consumers to generate
revenue. Consequently, rental stores have increasingly spent more on
advertising to attract individuals. Further, a high level of competition
from both internal and external players categorizes this industry. The
saturation of this industry mandates that operators differentiate
themselves in some capacity from other industry operators and from
direct-substitute competitors such as Redbox Automated Retail LLC.
Typically, operators try to differentiate themselves with promotional
deals that offer discounts or exclusive content. Marketing expenses are
expected to account for 2.5% of industry revenue in 2020.

 

  Depreciation

In this industry, inventory depreciates quickly because rental copies are
often sold at a discount once they are no longer popular or demanded.
In 2020, depreciation is projected to account for 7.5% of total revenue.
In addition to depreciation, there is also a high wage element to stock
ordering, as labour is required to stock displays.

 

  Rent

To attract and retain customers, industry operators require high-traffic
real estate. These locations tend to be considered prime locations and
therefore demand a price premium, which enables substitute
competitors such as kiosks, streaming service providers and on-
demand providers to charge less than industry operators and still
maintain a healthy profit margin. Rent costs have remained relatively
unchanged as a share of industry revenue over the past five years,
accounting for an estimated 9.5% of revenue in 2020.

 

  Utilities

Utilities do not represent a significant cost category for industry
operators. In 2020, utilities are projected to constitute 2.3% of industry
revenue.
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  Other Costs

Other costs borne by industry operators include insurance, delivery
expenses and business fees. Although some of the costs in this
segment are variable, no major changes have occurred in regard to
rates charged. Hence, delivery and shipping expenses are likely to
change in tandem with gasoline prices, but the effects will likely be
marginal as it is not a major expense. As a result, other costs are
estimated to account for 20.9% of industry revenue in 2020.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

There is intense competition between the limited products and
merchandise rented and retailed by operators in the DVD, Game and
Video Rental industry in Canada.

In competing for sales and rentals, the industry's operators have historically relied on some form of patronage,
promotion and diversity of selection. As a result, larger operators have actively sought to create recognizable brands
to attract consumers, while smaller mom-and-pop shops have fostered a more niche and local environment to attract
and retain customers. At the consumer level, there is a wide range of available substitutes to choose from, which
makes price a very important factor. Often, operators will offer discounted rental or retail prices to customers to
generate demand on off-peak days, holidays or to reward continued services. In other instances, operators may
extend return dates or offer free trials for new members. These promotions play a large part in retaining customer
demand.

Increasingly, diversity of selection, with regard to both the industry's rental and retail products, constitutes a basis of
competition as consumers demand more from operators. Accordingly, many rental stores have since increased their
dependence of retail sales to reduce unused inventory and high depreciation costs while offering customers a one-
stop shop to purchase or rent a breadth of products. Further, operators with a larger selection of items for either
retail or rental are more likely to attract walk-in customers than those with only basic services and popular films.

EXTERNAL COMPETITION

Industry operators encounter intense competition from all providers of
leisure activities.

Consumers must decide how to spend their leisure time and can choose between going out, such as to a movie
theatre or a museum, and staying home and playing board games. For the sake of scope, external competition in
this context will only refer to providers of substitute nonretail video and game services.

Renters in this industry experience increasing competition from alternative video and game providers, especially
video providers. The continued growth of digital cable and satellite networks with a range of video programming
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available instantly has served to increase competition for industry operators. As an example, HBO Go in Canada
offers HBO series and movies on-demand as a streaming add-on to cable subscribers with access to the Movie
Network. This on-demand service is a direct substitute to renting series or movies that are listed under HBO Go.
Similarly, the Netflix streaming service effectively enables subscribed members to instantly access thousands of
unlimited digital titles from the convenience of their own homes.

Aside from streaming services, rental kiosks also act as a source of external competition for industry operators.
Similar to renters in this industry, rental kiosks enable consumers to rent DVDs and games for a set period but at a
lower price. This is mainly due to the lower overhead and direct labour costs paid by kiosk operators. These rental
kiosk operators, such as Redbox Automated Retail LLC (Redbox), have grown increasingly popular over the past
five years. There are, however, signs that this trend of physical rental may also be falling, as Redbox cited its
inability to generate high levels of demand as the reason for the company's withdrawal from the industry in 2015.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing

  A moderate amount of capital is required to successfully
undertake operations in the DVD, Game and Video Rental
industry in Canada. Industry operators are largely
dependent on location to attract customers. Prime
locations are those that are generally highly populated
and near high-traffic spots such as retail strips or malls,
which have parking space and are easily accessible.
Additionally, a store in the industry must have ample
storefront space to display its merchandise and attract
potential customers. Given that rent and utilities are
estimated to account for a combined 11.8% of industry
revenue in 2020, the cost to rent or purchase a location
can pose a barrier to entry for a prospective operator.

Supply agreements for recently released films also create
additional barriers to entry. Aside from the difficulty
associated with negotiating supply agreements as a new
entrant, existing agreements can pose an equal problem.
With supply agreements, select movies are exclusive to
specific video chains, which thereby limits the ability of
new companies to build a customer base. Consumers of
industry services are primarily concerned with a rental
store's selection and have little regard for the supply
chains of operators. As a budding video rental store, the
ability to acquire popular content is paramount to
becoming both a profitable and successful enterprise.
This is becoming increasingly true as streaming services
continue to enter similar supply agreements with movie
distributors.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Decline  

Technology Change High  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  From an operational standpoint, the DVD, Game and Video Rental industry in Canada exhibits a low level of
globalization. Increasingly, international players such as Redbox Automated Retail LLC, Netflix Inc. and Roku Inc.
are becoming the standard in media rental and streaming in Canada. Nevertheless, these providers of substitute
services are not a part of this industry and therefore do not contribute to the geographic mix of industry operators.
Moreover, industry-relevant companies that are foreign-owned have continued to contract and exit the industry.

From a supply chain perspective, many industry operators are connected with international film producers and
distributors in some capacity. Oftentimes, the connection is facilitated by domestic film distributors that source from
international companies themselves, especially companies in the United States.
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Major Companies
There are no major players in this industry

Other Companies Quebecor Media Inc.

  Market Share: 1.3%
  Quebecor Media Inc. is a Canadian media company headquartered in Montreal. The media giant has a controlling

interest in a wide range of media businesses, including newspapers, broadcasters, publishers and retail and rental
stores. The company operates in the DVD, Game and Video Rental industry in Canada through Le SuperClub
Videotron Ltee (Le SuperClub Videotron), its video store chain. Concentrated in Quebec, the chain operator sells
and rents videos and games through its Jumbo Video and Microplay chains, respectively. Furthermore, the recent
closure of Blockbuster Canada's and Rogers Video's rental segments has made Le SuperClub Videotron the largest
video retail and rental store in the country, offering all the chain's products. In 2020, Le SuperClub Videotron's
revenue is estimated to total $4.7 million, thus reflecting a market share of 1.3%.

Despite being the largest operator in the industry, the subsidiary has nonetheless experienced a sharp decline in
revenue over the five years to 2020. In response to market declines and store closures, Le SuperClub Videotron
continued with its store renovations, which totalled $5.9 million between 2010 and 2013. These renovations were
undertaken to consolidate the different product offerings of the chain into single-store locations. Nevertheless, Le
SuperClub Videotron's revenue is expected to continue falling as more stores continue closing, acting as a
microcosm for the industry's broader struggles.

More recently, in 2019 Le SuperClub Videotron and Microplay remodelled its stores to trend along the new
customers' entertainment habits. These stores were remodelled to promote the company's subscription base along
with other products and services needed for an individual's home entertainment system. Overall, in May 2020, the
company closed its last Le SuperClub Videotron store, which only rented out DVDs, games and videos.

Blockbuster LLC

  Headquartered in Toronto, Blockbuster Canada operated as a subsidiary of Blockbuster LLC (Blockbuster). At its
peak, Blockbuster Canada was one of two movie rental giants in the country, with over $117.0 million in assets and
over $15.0 million in cash. Despite the company's profitable operations, Blockbuster Canada exited the Canadian
DVD, Game and Video Rental industry in 2011 once it closed all 400 of its locations. The exiting of Blockbuster
Canada was mainly attributed to the woes of Blockbuster in its native US market.

In the United States, Blockbuster chains were losing money rapidly due to mounting competition from some of the
industry's substitutes, such as mail-order DVDs, rental kiosks and streaming services. In 2011, the US segment of
the company was forced to enter receivership after the company was found unable to meet its financial obligations
during its Chapter 11 evaluation. During this time, the US chain continued to lose money, while Blockbuster's
Canadian operations remained profitable. However, the US company's inability to service its obligations resulted in
the liquidation of its Canadian subsidiary. The company's exit in 2011 resulted in Rogers Plus and Le SuperClub
Videotron becoming the two largest video and game rental chains in Canada.

Rogers Video

  In 2007, Rogers Video merged with Rogers Wireless Inc. to form Rogers Plus, the retail segment of Rogers
Communications Inc. Rogers Video was originally established in 1998 as a video rental chain in Toronto. Through
an aggressive acquisition strategy, the company expanded substantially in the 1990s to become one of the largest
video rental chains in Canada by 2010. Following the exit of Blockbuster Canada in 2011, Rogers Video became the
largest video rental chain in Canada. This changed in 2012 when the company's executives decided that a declining
marketplace warranted the company exiting the industry. Rogers Video had experienced a continued revenue
decline from 2005 onward, resulting in revenue falling 43.0% to $82.0 million, and the company suffered from an
operational loss of $23.0 million in 2011. Despite being one of the largest video rental chains in Canada, the
subsidiary only accounted for an estimated 1.0% of the parent company's total revenue. As a result, Rogers
Communications Inc. began to plan its exit strategy as early as 2009. Losses were mainly attributed to the increased
competition from external competitors such as Redbox Automated Retail LLC, Netflix Inc. and other on-demand
service providers. With its exit, Canada lost its last national video rental chain. Le SuperClub Videotron Ltee remains
in operation but is mainly concentrated in Quebec.

Before exiting the industry, Rogers Video entered a partnership with Zip.ca, a subsidiary of Momentous Group in
2004, to provide mail-order DVDs. The joint venture was named Rogers Video Direct and experienced significant
growth over the years to 2009. In 2011, the venture was closed and all customers were transferred over to Zip.ca.
Currently, Zip.ca exists as the largest online DVD rental site in Canada, but also operates numerous movie rental
kiosks. The Canadian video rental provider boasts a collection of over 85,000 titles and is considered a low-cost
alternative to industry services.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The DVD, Game and Video Rental industry in Canada
rents and retails a variety of physical media, merchandise
and confectionery goods. Stock replacement, store
locations, security equipment and computer inventory and
checkout systems constitute the greatest capital cost to the
industry. Additionally, the industry does not require high-
skill labour to operate equipment, restock shelves or
checkout customers.

Although labour still accounts for a higher portion of
revenue than capital investments, the industry maintains a
high level of capital intensity. IBISWorld estimates that in
2020, for every $1.00 spent on wages, industry operators
spend $0.43 to replace DVDs, Blu-ray discs and video
games, among other capital investments.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

Very High Innovation
Concentration

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

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

Very Low Rate of Entry Very
Unlikely

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

Medium Market
Concentration

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

  The rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

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.

Overall, operators in the DVD, Game and Video Rental industry in Canada have
experienced monumental levels of technological disruption over the past
decade due to the emergence and ensuing exponential growth of on-demand
video streaming services that include, but are not limited to, Netflix, Hulu, HBO
Go and Amazon Prime Video.

These various services enable consumers to watch an unlimited number of movies and TV shows monthly by employing a
subscription-based model. Consequently, these services have significantly reduced the processing times that are usually
associated with traditional rental methods, as consumers require only a broadband internet or a smartphone data
connection to access their respective online streaming libraries. Moreover, these streaming services are all available as
smartphone apps that make on-the-go streaming easier than ever before, with consumers also able to download content on
to their devices for later viewing, should they find themselves without a working internet connection. Consumers can also
concurrently stream their movies and TV shows on different viewing platforms, including laptops, mobile phones and
tablets, in addition to having multiple user profiles associated with each of their accounts, making the sharing of these
services very easy for those parties that wish to do so. As a result, the industry's landscape is expected to continue being
considerably and negatively affected by video streaming business models in the years to come, with its operations being
rendered increasingly defunct as even more massive companies, such as the Walt Disney Company and NBCUniversal
Media LLC, enter the video streaming industry.

The level of technology change is    High
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  There are several factors that drive technological change in the DVD, Game
and Video Rental industry in Canada.

The industry's product and service offerings expose operators to the technological advancements made by external
competitors. As a provider of physical content, rental stores are limited in their ability to deliver home entertainment media
through a range of channels and formats. Consequently, the progression of video consumption from physical media to
online content and from in-store to fully automated renting has diminished demand for industry services. As it pertains to
industry operators, these advancements are adverse in nature because of their inherent convenience and lower price point.

As an example, video rental kiosks now enable consumers to view the entire selection of a particular kiosk and place a
movie on hold from their computers. In addition, these kiosks possess tracking capabilities that enable consumers to return
a rented movie using any kiosk, regardless of which kiosk was used for the rental. Overall, technological changes from
competitors such as Netflix and Redbox have dramatically altered the conditions under which rental stores operate; this has
reduced demand for industry services.

At the industry level, video and game rental stores have not undergone significant technological changes during the period.
The majority of industry operators continue to use computer software to rent titles, control inventory and analyze customer
patterns. These systems enable operators to be efficient and maximize profit, which is important in a highly competitive
industry with no foreseeable growth over the next five years. Additionally, industry operators also employ the use of bar
codes and scanners to record which stock has been rented and to whom.

One change that has benefited industry operators is the growth in popularity of Blu-ray discs. Demand for Blu-ray rentals
has slightly increased over the past five years as more consumers have shifted to the higher-quality video product. These
discs are capable of storing and displaying the highest resolution available (1080p) while storing up to 128 gigabytes of
information. Compared with DVDs, Blu-ray discs are a higher-value product and thus command a higher margin for industry
operators. Despite the growth of this renting segment over the past five years, however, the value of Blu-ray rentals overall
has declined as a share of home entertainment consumption.

Revenue
Volatility

The level of volatility is    Low

  Revenue in the DVD, Game and Video Rental industry in Canada is moderately
volatile, with an average revenue fluctuation of 0.5% year-over-year.

The change in industry performance primarily reflects moderate swings due to increasing levels of external competition.
The rate at which new substitutes are introduced by competitors and accepted by consumers is the foremost driver of
industry volatility. As demand for digital products continues rising, demand for industry services will decrease as a result.
With very little innovation occurring in the industry over the five years to 2020, industry performance has consistently
declined significantly every year of the reporting period.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady
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The DVD, Game and Video Rental industry in Canada is best categorized by a
light and steady level of regulation.

Similar to other operators in a media-based industry, the industry is subject to copyright provisions on the rental and retail
of physical media. Under the Copyright Board of Canada, there is a collection of copyright societies that ensure the rights of
copyright owners are upheld. As an example, the Canadian Screenwriters Collection Society is a non-profit organization
designed to claim, collect and distribute levies to rental stores for copyright materials.

Additionally, the existing regulation surrounding pirating is of particular importance to industry operators. The illegal
downloading of home entertainment media continues to prove a problem for industry operators as it provides a free
substitute to the industry's services. Whereas a DVD rental enables consumers to physically retain a movie copy for several
days, torrented videos give the downloader indefinite ownership of the movie. This removes the need for industry services
and consequently results in industry operators losing out on revenue.

Industry
Assistance

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

Operators in the DVD, Game and Video Rental industry in Canada do not
receive direct assistance on the part of the Canadian government, but can
potentially find aid from movie distributors.

Companies that have strong connections with movie distributors are often given exclusive rights to release certain movies.
In this industry, this can prove to be very advantageous. Furthermore, an industry operator is often more likely to establish
strong links by being part of an industry association. Industry-relevant associations, such as the Entertainment Merchants
Association, are nonprofit trade organizations and typically represent the entire home entertainment industry. Through
these, industry operators are given access to market and consumer research, industry events and lobbying assistance.

In wake of the COVID-19 (coronavirus) pandemic, programs accessible to all Canadian businesses, such as the Canada
Emergency Business Account, provide interest-free loans of up to $40,000 for qualifying small businesses within the
industry. Small industry operators that are specialized in rentals to niche downstream buyers are expected to benefit the
most from these programs.
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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)
2011 1,114 478 1,871 897 10,334 N/A N/A 247 N/A 11.3
2012 866 366 1,633 940 6,215 N/A N/A 173 N/A 11.7
2013 787 269 1,281 837 5,153 N/A N/A 129 N/A 12.1
2014 655 190 1,127 826 3,801 N/A N/A 105 N/A 12.6
2015 594 190 917 693 3,243 N/A N/A 102 N/A 13.1
2016 539 177 804 592 2,837 N/A N/A 98.2 N/A 13.4
2017 487 179 651 472 2,647 N/A N/A 91.6 N/A 13.9
2018 440 168 622 454 2,605 N/A N/A 85.2 N/A 14.3
2019 401 140 608 445 2,135 N/A N/A 71.5 N/A 15.0
2020 371 115 542 397 1,932 N/A N/A 64.9 N/A 15.4
2021 356 119 497 364 1,806 N/A N/A 61.0 N/A 15.8
2022 358 118 466 339 1,753 N/A N/A 59.7 N/A 16.1
2023 358 117 440 319 1,704 N/A N/A 58.3 N/A 16.3
2024 357 116 418 302 1,661 N/A N/A 57.1 N/A 16.6
2025 356 113 403 290 1,625 N/A N/A 56.1 N/A 16.8

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Number of
fixed

broadband
connections

(%)
2011 -21.0 -22.4 -7.84 4.30 -32.5 N/A N/A -32.0 N/A 4.62
2012 -22.3 -23.4 -12.7 4.79 -39.9 N/A N/A -29.9 N/A 3.53
2013 -9.03 -26.4 -21.6 -11.0 -17.1 N/A N/A -25.7 N/A 3.41
2014 -16.9 -29.4 -12.0 -1.32 -26.2 N/A N/A -18.6 N/A 4.13
2015 -9.19 -0.22 -18.6 -16.1 -14.7 N/A N/A -2.77 N/A 3.96
2016 -9.38 -6.96 -12.3 -14.6 -12.5 N/A N/A -3.54 N/A 2.29
2017 -9.58 1.13 -19.0 -20.3 -6.70 N/A N/A -6.73 N/A 3.73
2018 -9.74 -6.05 -4.46 -3.82 -1.59 N/A N/A -6.99 N/A 2.87
2019 -8.74 -16.3 -2.26 -1.99 -18.1 N/A N/A -16.1 N/A 4.89
2020 -7.68 -18.2 -10.9 -10.8 -9.51 N/A N/A -9.24 N/A 2.66
2021 -3.81 3.39 -8.31 -8.32 -6.53 N/A N/A -6.01 N/A 2.59
2022 0.56 -0.76 -6.24 -6.87 -2.94 N/A N/A -2.14 N/A 1.89
2023 -0.12 -0.85 -5.58 -5.90 -2.80 N/A N/A -2.35 N/A 1.24
2024 -0.28 -0.95 -5.00 -5.33 -2.53 N/A N/A -2.06 N/A 1.84
2025 -0.31 -2.25 -3.59 -3.98 -2.17 N/A N/A -1.76 N/A 1.20

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 42.9 N/A N/A 108 22.1 5.52 23,873
2012 42.3 N/A N/A 139 20.0 3.81 27,836
2013 34.2 N/A N/A 153 16.3 4.02 24,956
2014 29.1 N/A N/A 172 16.0 3.37 27,545
2015 31.9 N/A N/A 183 17.1 3.54 31,391
2016 32.8 N/A N/A 190 18.2 3.53 34,614
2017 36.7 N/A N/A 184 18.8 4.07 34,605
2018 38.2 N/A N/A 169 19.4 4.19 32,706
2019 35.0 N/A N/A 188 17.8 3.51 33,489
2020 31.0 N/A N/A 192 17.5 3.56 33,592
2021 33.3 N/A N/A 197 17.1 3.63 33,776
2022 32.9 N/A N/A 204 16.7 3.76 34,056
2023 32.6 N/A N/A 210 16.3 3.87 34,214
2024 32.4 N/A N/A 215 16.0 3.97 34,377
2025 31.8 N/A N/A 219 15.8 4.03 34,523

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Motion Picture Association - Canada
http://www.mpa-canada.org

Nordicity
http://www.nordicity.com

IHS Markit
http://www.ihs.com

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

Industry Jargon BLU-RAY
An optical disc format designed to display high-definition video (1080p) and store larger amounts of data.

ON-DEMAND
An interactive TV technology that allows subscribers to view programming in real time or download programs and
view them later.

PERSONAL VIDEO RECORDER
A device that records video in a digital format to a disc drive, USB flash drive, SD memory card or other storage
device.

ULTRAVIOLET
A cloud-based digital rights authentication system that lets users download or stream purchased content on several
devices and platforms.

VHS
Refers to video home system, which is a videocassette recorder system that uses half-inch magnetic tape.

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

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

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

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

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

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

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

EXPORTS
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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.



IBISWorld helps you find the industry
information you need – fast.

With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
info@ibisworld.com to learn more.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
with regard to the completeness or accuracy of the data or information contained herein, and it accepts no
responsibility and disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage
whatsoever suffered or incurred by any other person resulting from the use of, or reliance upon, the data or
information contained herein. Copyright in this publication is owned by IBISWorld Inc. The publication is sold on
the basis that the purchaser agrees not to copy the material contained within it for other than the purchasers own
purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
or opinions prepared for any other person – it is agreed that it will be sourced to: IBISWorld Inc.

Copyright 2021 IBISWorld Inc.
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