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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Advertising Agencies industry in Canada is expected to improve in 2021 following a decline in
2020 due to the COVID-19 (coronavirus) pandemic and the resulting global economic downturn. For more detail,
please see the Current Performance chapter.

· Demand from every downstream market except for healthcare is expected to decline in 2020 before recovering in
2021. For more detail, please see the Major Markets chapter.

· Industry profit is projected to improve in 2021, but remain below the level it was at in 2016. For more detail, please
see the Cost Structure Benchmarks chapter.

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

radio and TV or other media. Through in-house capabilities or subcontracting, advertising agencies provide a full
range of services, including advice, creative services, account management, media planning and buying and
production of advertising material.

Major Players Omnicom

WPP PLC

Main Activities The primary activities of this industry are:

Creating advertising campaigns

Sales promotion campaign services

Advertising consulting services

The major products and services in this industry are:

Internet advertisements

Mobile advertisements

TV advertisements

Radio advertisements

Print advertisements

Out-of-home advertisements and other
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Supply Chain

SIMILAR INDUSTRIES

Graphic Designers in Canada Management Consulting in
Canada

Direct Mail Advertising in Canada Promotional Products in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Advertising Agencies Advertising Agencies in the US Digital Advertising Agencies Advertising Agencies in Australia

Advertising Agencies in China Advertising Agencies in the UK Advertising and Market Research
Services in New Zealand

Advertising Agencies in Ireland
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Industry at a Glance
Key Statistics

$4.0bn
Revenue

Annual Growth

2016–2021

1.2%

Annual Growth

2021–2026

1.5%

Annual Growth

2016–2026

 

$470.8m
Profit

Annual Growth

2016–2021

-0.6%

  Annual Growth

2016–2021

 

11.7%
Profit Margin

Annual Growth

2016–2021

-1.1pp

  Annual Growth

2016–2021

 

7,567
Businesses

Annual Growth

2016–2021

3.8%

Annual Growth

2021–2026

2.9%

Annual Growth

2016–2026

 

29,175
Employment

Annual Growth

2016–2021

1.4%

Annual Growth

2021–2026

1.7%

Annual Growth

2016–2026

 

$1.9bn
Wages

Annual Growth

2016–2021

1.5%

Annual Growth

2021–2026

1.7%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.5%
Consumer confidence index

10.4%
Corporate profit

0.7%
Number of businesses

1.2%
Total advertising expenditure

 
Industry Structure

POSITIVE IMPACT

  Life Cycle
Growth   Capital Intensity

Low

MIXED IMPACT

  Revenue Volatility
Medium   Concentration

Medium

  Regulation & Policy
Medium / Steady   Technology Change

Medium

  Barriers to Entry
Medium / Increasing   Industry Globalization

Medium / Steady

  Competition
Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady

 

Key Trends

 The movement away from print formats has largely shaped
demand for advertising

 Robust demand for viral marketing and targeted content
creation has kept the industry afloat

 Agencies have increasingly employed workers skilled in
digital media

 Operators will likely increasingly develop tools that measure
consumers' interaction rates

 Viral marketing will likely continue to be a lucrative option for
businesses

 An increasing suite of analytics tools will likely continue to
drive innovation

 Industry operators have had to get creative in reaching
broad audiences
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Growth Life Cycle Stage

  Low Volatility

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  Low Profit vs. Sector Average

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  Consumer confidence index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Corporate profit



Advertising Agencies in Canada October 2021

9 IBISWorld.com

Executive Summary Click now: The industry will likely be defined by innovative machine
learning and predictive modelling techniques

The Advertising Agencies industry in Canada creates and disseminates advertising campaigns through channels
such as radio, print and digital platforms. Over the five years to 2021, the industry has benefited from the
proliferation of digital media, which has incited many businesses to invest in advertisements to reach their target
audiences online. However, as more individuals have accessed media with an increasingly wide variety of devices,
audiences have become much more fragmented, forcing industry operators to get creative in reaching broad
audiences and paving the way for small niche operators to emerge. Moreover, as consumer spending improved
during the period, businesses have invested in advertising to develop strong brand awareness and maintain a
competitive advantage to bolster product sales volumes. Thus, industry revenue is expected to grow an annualized
1.2% to $4.0 billion over the five years to 2021, including an increase of 4.6% in 2021 alone as demand improves
alongside the overall economy after the spread of COVID-19 (coronavirus).

Although total advertising expenditure is forecast to climb at an annualized rate of 1.2% over the five years to 2021,
mobile advertisement spending has skyrocketed in comparison. This changing media landscape has been a boon
for operators. During the period, many businesses have implemented advertisements across a wide range of
mediums, including mobile devices and tablets, which has stimulated niche players that specialize in digital, social
and mobile media. Many agencies have experienced robust demand for smartphone and tablet advertising, which
has caused many industry operators to focus on how screen resolutions and other features integrate with
advertisements designed for mobile phones.

Over the five years to 2026, the industry will likely continue to be driven by emerging digital formats and is
anticipated to also be defined by innovative machine learning and predictive modelling techniques that make
advertising campaigns more effective. Forecasting consumer behaviour and targeting increasingly specific
demographics are both contingent upon access to consumer data, which will also likely shape the industry moving
forward. Overall, businesses' demand for advertising is expected to grow due to downstream markets' attempts to
reach engaged consumers. Therefore, industry revenue is forecast to grow an annualized 1.5% to $4.3 billion over
the five years to 2026, with industry profit expected to improve moving forward as well.
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Industry Performance

Key External
Drivers

Total advertising expenditure

Total advertising expenditure reflects demand for advertising services from businesses. As corporate profit, business
confidence and consumer spending rise, many industry clients are willing to incur higher advertising expenditures.
Additionally, trends in total mainstream media advertising, particularly in radio, TV, newspapers and magazines,
have a direct effect on this industry. Total advertising expenditure is expected to increase in 2021, representing a
potential opportunity for the industry.

 

Corporate profit

As corporate profit increases, many businesses may increase their budget for discretionary services, including
advertising. Additionally, rising corporate profit may incite some businesses to expand operations, thus spurring
demand for advertisements to help generate brand awareness. In 2021, corporate profit is expected to increase.

 

Consumer confidence index

The Consumer Confidence Index measures consumers' willingness to spend in the current economic environment.
As consumer confidence rises, many individuals increase their discretionary expenditures, which causes many
businesses to invest in advertising services to attract customers. The Consumer Confidence Index is expected to
increase in 2021, but has been volatile due to the COVID-19 (coronavirus) pandemic, posing a potential threat to the
industry.

 

Number of businesses

Although the degree to which a given company requires advertising services varies, businesses across sectors and
industries use advertising agencies to promote various goods and services. The private sector generates most of
industry revenue. Therefore, if more businesses exist, demand for industry services will increase. In 2021, the
number of businesses is expected to increase.
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Current
Performance

Over the five years to 2021, the Advertising Agencies industry in Canada
is expected to benefit from many businesses investing in advertising due
to a changing media landscape.

Total advertising expenditure is projected to rise at an annualized rate of 1.2% over the past five years, led by the
proliferation of mobile devices. In particular, many downstream markets purchased advertisements that had features
and resolutions that integrated well with mobile apps, which is the fastest-growing product segment among the
industry's range of provided services. This trend has also opened up a niche for small advertisers specializing in
online content to emerge, contributing to growth in the industry. Moreover, many advertising agencies have adopted
new performance-based pricing models, including cost per impression, which also take into account consumers'
attentiveness to the advertisement based on the online content accessed.

Despite these positive factors, industry profit, measured as earnings before interest and taxes, is projected to
decrease, falling from 12.8% of revenue in 2016 to 11.7% in 2021, due primarily to the COVID-19 (coronavirus)
pandemic, which lowered corporate profit and consumer spending in 2020. The pandemic is projected to fuel a
decrease in industry revenue, which fell 5.7% in 2020, and industry profit, which also declined and accounted for
7.3% of revenue that same year. However, innovations such as data analysis, machine learning and predictive
analytics have contributed to revenue growth during the period due to the increased efficacy and reach of
advertising campaigns. Thus, revenue is expected to grow an annualized 1.2% to $4.0 billion over the five years to
2021, including an increase of 4.6% in 2021 alone as a result of improved corporate profit and total advertising
expenditure.

GOING DIGITAL

Over the past five years, a changing media landscape supported demand
in many downstream markets for advertising.

Online consumer engagement has driven industry trends and has provided consumer data to build actionable
insights. While many downstream markets have facilitated the movement toward charging users for access to online
content, including TV shows accessed online, some outlets have still offered free access to their online content to
capitalize on advertising potential. This trend has enabled newspapers to secure higher prices for companies to
advertise on their website as print sales decline. Despite this trend slightly buoying the number of user views on
newspaper websites, print media's share of total advertising revenue has declined over the past decade.

Mobile advertising's growth has supported industry expansion, typically accounting for an estimated 40.0% of
industry revenue. At the same time, TV advertising spending has decreased during the period. The movement away
from print formats has largely shaped demand for advertising. However, while this transition has been a boon for
many operators, online advertisements generally cost much less than print advertisements because multiple digital
advertisements can be placed on one website depending on the time of day, demographics of the consumer and
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previous browsing history, limiting expansionary potential.

The transition to digital has been characterized by an attempt to measure the efficacy of advertisements on multiple
platforms. In late 2017, IT World Canada created an artificial intelligence (AI) directory to encourage collaboration
and innovation within the AI and machine learning communities, which will likely bolster technological developments,
driving innovation in audience engagement metrics. Audience engagement, real-time data analytics, predictive
modelling and machine learning capabilities have all increased advertisers' ability to create more targeted messages
and effective campaigns through data-driven insights. Moreover, machine learning algorithms work to ensure that as
more consumer data becomes available, the program can amend the algorithm over time. Predictive modelling
attempts to estimate the reactions of consumers who are most likely to purchase a client's product based on
historical data. The methods of manipulating and analyzing data have been key drivers of growth for advertising
agencies during the period and the ubiquity of consumer data has underpinned the success of these techniques. As
a result, the continued compilation of this information is a necessity for operators to thrive.

FRAGMENTED CONSUMER BASE

As consumer demographics have become increasingly fragmented across
digital platforms, this has made it more arduous for advertisers to target
particular demographics, which has fuelled the turn to data analytics
techniques.

Many clients prefer targeted, cost-effective methods to reach their customers. Additionally, these clients prefer
having measurable results, such as a high number of advertisement impressions. Still, mass media advertising is
considered a costly form of advertising that carries risk in terms of overall engagement and effectiveness. As a
result, agencies' ability to demonstrate advertising effectiveness to downstream markets has been imperative during
the period.

Social media has given rise to viral marketing, a strategy that relies on content such as video clips and interactive
games, which generates large audience viewership from consumer media sharing. Social media has incited large
agencies to actively purchase companies in the public relations, direct-mail, market research and web design areas
to provide clients with a full-service, one-stop shop advertising solution. In particular, robust demand for
advertisements from particular aspects of industry operations, such as viral marketing and targeted content creation,
has kept the industry afloat during the period.

INDUSTRY LANDSCAPE

Over the past five years, more independently operated advertising
agencies have entered the industry to cater to a niche markets, such as
local businesses that want advertise online and entrepreneurs that want
to advertise their products and services.

Also, many large advertising agencies with global operations have expanded their Canadian operations to increase
demand from sizeable downstream automotive and financial sectors. As a result, the number of industry enterprises
is expected to grow, increasing at an annualized rate of 3.8% to 7,567 companies over the five years to 2021. These
agencies have increasingly employed workers skilled in digital media, machine learning and content production. This
is expected to fuel growth in industry wages, which will likely increase an annualized 1.5% to $1.9 billion over the
five years to 2021.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total
advertising

expenditure
($b)

2012 3,227 1,943 5,692 5,480 22,630 N/A N/A 1,473 N/A 12.4
2013 3,440 2,068 5,959 5,742 26,553 N/A N/A 1,597 N/A 11.8
2014 3,505 2,098 6,249 5,931 27,493 N/A N/A 1,618 N/A 11.5
2015 3,705 2,266 6,357 6,100 28,908 N/A N/A 1,778 N/A 11.7
2016 3,792 2,251 6,609 6,282 27,212 N/A N/A 1,717 N/A 12.0
2017 3,943 2,292 6,741 6,682 27,321 N/A N/A 1,731 N/A 12.4
2018 4,006 2,323 7,465 6,989 26,666 N/A N/A 1,748 N/A 12.5
2019 4,077 2,398 7,348 7,127 28,558 N/A N/A 1,826 N/A 13.1
2020 3,846 2,123 7,754 7,268 28,109 N/A N/A 1,782 N/A 12.0
2021 4,024 2,371 8,079 7,567 29,175 N/A N/A 1,852 N/A 12.7



Advertising Agencies in Canada October 2021

14 IBISWorld.com

Industry Outlook
Outlook Over the five years to 2026, the Advertising Agencies industry in Canada

is expected to exhibit sustained growth as the proliferation of digital
mediums, such as tablets and smartphones, provides industry operators
with new revenue streams.

While the domestic industry will likely continue to contend with an increasingly fragmented customer base,
advertising agencies are anticipated to remain resilient during the outlook period as operators adapt to the transition
to digital operations. Additionally, the number of businesses and corporate profit are forecast to improve over the
next five years due to an expected improvement in the economy following the COVID-19 (coronavirus) pandemic.
Total advertising expenditure is expected to grow at an annualized rate of 0.9% over the five years to 2026, while
per capita disposable income will likely increase an annualized 0.8% during the same period, which should buoy
industry growth moving forward. Thus, industry revenue is anticipated to grow at an annualized rate of 1.5% to $4.3
billion over the five years to 2026.

GOING DIGITAL

Over the next five years, consumers will likely continue to be increasingly
fragmented in terms of engagement due to accessing content with an
expanding array of devices.

As a result, the industry's advertising agencies will likely contend with higher costs associated with reaching a wide
and diversified audience accurately. Operators must cater each advertisement to appeal to particular audiences
based on factors including the time of day, the advertising medium used and demographic information.
Nevertheless, new pricing models may enable advertising agencies to more effectively gauge how well consumers
receive an advertisement. This, in turn, can help determine advertisement pricing. For example, an advertising
agency can promote incentive-based fees such as those based on audience engagement or attrition rates that can
more clearly tether performance to fee structures, encouraging clients to demand services from the most advanced
and technologically proficient advertising agencies. Moreover, studies have indicated that if consumers are engaged
in online content, they will more likely recall the advertisement, thus creating more effective advertisements overall.
As a result, advertising agencies are anticipated to increasingly develop tools that measure consumers' interaction
rates with advertisements in innovative ways, such as when consumers hover or click on a display advertisement.

In addition, digital media advertising is expected to account for a larger share of revenue over the five years to 2026.
According to 2021 data from eMarketer, total ad spending is expected to rebound from a decline in 2020 and
increase significantly over the coming years. Additionally, mobile advertising will grow 15.3% in 2021, according to
2021 eMarketer data. Overall, strong demand for digital advertisements can be attributed to many businesses'
growing advertising budgets for social media and mobile apps, along with the increasing efficiency and ubiquity of
data analytics tools, audience measurement and targeted campaigns due to the proliferation of consumer data.
Digital advertisements are also more accessible to small business and sole proprietors.

As more businesses disseminate advertisements across social media platforms, advertising agencies are expected
to increasingly use viral marketing strategies to capture a diversified audience. Instead of inundating consumers with
advertisements, viral marketing advertises via digital word-of-mouth to consumers participating in digital sharing on
social media. Moreover, viral marketing is cost effective due to there being no additional cost to the advertiser once
the advertisement is produced and placed online, since it is spread through social media users. Furthermore, viral
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advertisements are passed from user to user via e-mail or social networking sites, unlike many advertisements that
charge businesses based on the number of consumer clicks. As a result, viral marketing will likely continue to be a
lucrative option for businesses because of its low relative cost and relative success. Viral marketing needs to appear
natural to succeed, and many social media users will not likely engage with an obvious advertisement. Ultimately, to
create a successful campaign, an agency must create an advertisement that consumers want to share. For
example, humorous advertisements are among the most common and effective viral campaigns because consumers
eagerly share them.

INDUSTRY LANDSCAPE

Due to consumer markets becoming increasingly fragmented, more niche
players, such as agencies that develop tools for measuring digital
audience and data analytics, will likely enter the market.

Therefore, the number of industry enterprises is expected to grow an annualized 2.9% to 8,718 companies over the
five years to 2026 to meet rising demand. This trend can also be attributed to many advertising agencies
strengthening their product portfolios to include more in-house services, such as public relations and content
creation services. Industry employment is expected to grow at an annualized rate of 1.7% to 31,789 workers over
the five years to 2026, due to rising demand from global companies that require cohesive advertising campaigns for
both domestic and foreign markets. As more companies enter the fray, an increasing suite of analytics tools will
likely continue to drive innovation that garners higher price points, which will contribute to industry expansion.
Accordingly, industry profit, measured as earnings before interest and taxes, is expected to increase from 11.7% of
revenue in 2021 to 12.2% in 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total
advertising

expenditure
 ($b)

2021 4,024 2,371 8,079 7,567 29,175 N/A N/A 1,852 N/A 12.7
2022 4,143 2,446 8,358 7,829 29,951 N/A N/A 1,903 N/A 12.9
2023 4,200 2,487 8,607 8,068 30,414 N/A N/A 1,932 N/A 13.1
2024 4,242 2,522 8,843 8,296 30,861 N/A N/A 1,958 N/A 13.2
2025 4,284 2,559 9,090 8,531 31,326 N/A N/A 1,986 N/A 13.2
2026 4,325 2,596 9,283 8,718 31,789 N/A N/A 2,013 N/A 13.3
2027 4,367 2,632 9,508 8,934 32,227 N/A N/A 2,039 N/A 13.4
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Industry Life Cycle The life cycle stage of this industry is    Growth

LIFE CYCLE REASONS

Technological change has occurred within the industry

There is strong growth in industry participation

The digital landscape represents a crucial opportunity for expansion

The Advertising Agencies industry in Canada is currently in the growth phase of its economic life cycle, which is
characterized by strong industry participation, capturing a growing share of the economy and new opportunities for
industry expansion. Industry value added (IVA), which measures an industry's contribution to the overall economy, is
expected to grow at an annualized rate of 1.4% over the 10 years to 2026. Comparatively, GDP is anticipated to rise
at an annualized rate of 1.9% during the same 10-year period. Although IVA growth does not exceed that of GDP,
which is one of the chief indicators of a growing industry, and instead is growing slightly below GDP, other factors
point to the fact that the industry is in the growth stage. Moreover, tempered IVA growth is mainly attributed to robust
demand for low-cost digital media, at the expense of traditional and print media.

Still, the industry will likely continue to grow due to its current transition regarding its product and service offerings, in
addition to the number of enterprises anticipated to enter the industry over the five years to 2026. The number of
industry enterprises is projected to increase an annualized 3.3% over the 10 years to 2026, demonstrating strong
growth prospects. Furthermore, large advertising agencies are expected to be increasingly exposed to growing
competition from specialized advertising agencies that focus on particular areas such as digital or social media
advertising. Due to the proliferation of online media, the digital landscape represents a crucial opportunity for
expansion should the industry's operators be able to successfully capitalize upon this medium, which is further
symptomatic of a growing industry. Technological change within the industry is also high as a result of the shift
toward digital advertising, another characteristic of a growing industry.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Cable Networks in Canada

Spectator Sports in Canada

Concert & Event Promotion in Canada

Promotional Products in Canada

Wireless Telecommunications Carriers in Canada

Accommodation and Food Services In Canada

Finance and Insurance In Canada

2nd Tier

Consumers in Canada

Private Households In Canada

Key Selling Industries
1st Tier

Graphic Designers in Canada

Market Research in Canada

Search Engines in Canada

Radio Broadcasting in Canada

Internet Publishing & Broadcasting in Canada

TV Broadcasting in Canada

2nd Tier

Billboard & Sign Manufacturing in Canada

Database & Directory Publishing in Canada

Newspaper Publishing in Canada

Magazine & Periodical Publishing in Canada

Products & Services

  Since operators in the Canadian Advertising Agencies industry do more
than merely produce advertisements, there are other ways in which one
may categorize the industry's services.

However, a more comprehensive analysis can be made by delineating the industry's products rather than their
services, which can include services outside the purview of advertising including public relations, content creation
and client relationship management. Therefore, while many operators offer more than strict advertising services,
their creative capabilities are generally geared toward these mediums.

INTERNET ADVERTISEMENTS

Internet-based advertising has increased dramatically over the past
decade, although it has grown more moderately over the five years to
2021.

As the world continues to become more connected through the internet, the industry is expected to continue its
march toward digital offerings above all else. In particular, advertisers have used search engine optimization (SEO)
and videos to advertise clients' products on multiple platforms. Moreover, advertisers boost audience engagement
by creating banner advertisements and proliferating advertisements across social networking sites. Other forms of
internet advertising include content such as videos and photos, social media posts, sponsorships for social media
influencers and email blasts. According to IBISWorld projections, internet advertising will account for 14.3% of
revenue in 2021, up from 12.2% in 2016. This segment increased later during the period due to the COVID-19
(coronavirus) pandemic and the imposition of stay-at-home social distancing mandates.
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MOBILE ADVERTISEMENTS

Mobile advertisements are expected to account for 39.5% of industry
revenue in 2021, up from 38.5% in 2016.

During the current period, mobile advertisements have grown as a share of industry revenue alongside an overall
increase in mobile phone use. Mobile advertising remains extremely similar to internet advertising, although mobile
advertisements are optimized to display in an aesthetically pleasing manner on users' smartphones. Typically,
mobile advertisements take the form of a pop-up, if using an application, but can also present themselves on users'
smartphone internet browsers. Over the five years to 2026, this segment will likely continue increasing as a share of
industry revenue as the number of mobile telephone subscriptions in Canada continues rising. The coronavirus
pandemic has also contributed to growth in this product segment.

TV ADVERTISEMENTS

TV advertisements are expected to comprise 17.2% of revenue in 2021,
down from 17.7% in 2016.

Over the five years to 2021, this segment has contracted slightly as a share of revenue, which can be partly
attributed to the consolidation of broadcasting companies in Canada. As a result, broadcasters have had greater
leverage to negotiate high costs for commercial slots, making TV advertisements more expensive for many
businesses. Due to this trend, fewer businesses have purchased TV advertisements from advertising agencies. Still,
the Creative Canada policies enacted in late 2017 and the ongoing investment by Netflix Inc. in domestic production
facilities will likely bolster the significance of this segment in the near future despite its performance during the
current period.

PRINT ADVERTISEMENTS

In 2021, print advertisements are expected to represent 9.1% of industry
revenue, down from 10.7% in 2016.

This segment consists of newspaper advertisements and magazine advertisements, which have both decreased in
popularity due to the rising adoption of digital advertisements. Typically, businesses purchase classified
advertisements, display advertisements and business directory advertisements in newspapers, while magazine
advertisements are primarily for consumer products and industry-specific products for trade association periodicals
and other niche publications. As many consumers have increasingly viewed printed newspapers and magazines as
antiquated or otherwise less convenient than other options, many advertisers have responded by proliferating
advertisements across digital mediums, such as online newspapers. Online newspapers are included in the internet
advertisements product segment, further contributing to this segment's declining significance in the industry's
product landscape.

RADIO ADVERTISEMENTS

Radio advertisements are expected to generate 7.2% of revenue in 2021,
down from 8.4% in 2016.

In Canada, radio networks that operate under the Canadian Broadcasting Corporation are prohibited from having
advertisements unless the program is available to networks on a sponsored basis. Some radio stations, such as
campus radio stations, can only allocate a small portion of advertising per week, with limitations that are often under
five minutes per hour being permitted for advertisements. These restrictions, in addition to increased competition,
have fuelled the decline in this segment over the past five years.

OUT-OF-HOME ADVERTISEMENTS AND OTHER

Out-of-home advertisements have increased in popularity due to the
decline in print advertising and the overcrowded landscape of digital
advertising.

Out-of-home advertisements include street furniture, displays, billboards and wallscapes, among others. Out-of-
home media often has higher customer engagement rates while also being extremely effective for localized markets.
Other advertisements include video games, educational publishing, cinema and other audio outside of radio.
Altogether, this segment is expected to account for 12.7% of industry revenue in 2021, up from 12.5% in 2016. In
general, this segment will likely continue to endure strong competition as consumers increasingly engage with
internet and mobile advertisements. However, out-of-home and other advertisements will likely continue to provide a
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unique form of advertisement, representing an opportunity for potential growth.

Demand
Determinants

Operations in the Canadian Advertising Agencies industry are influenced
by domestic and international macroeconomic factors affecting
advertising expenditure.

These factors include consumer spending, consumer confidence and per capita disposable income. Demand for the
industry's services is also related to the advertising budgets of the industry's downstream clients, which themselves
are directly linked to corporate profit levels.

Total media expenditure

Total media expenditure acts as the primary determinant of industry demand because it equals the total amount of
money spent on the industry's advertising services. An increase in marketing and advertising budgets has a positive
effect on industry revenue. Certain factors, such as corporate profit and special events, can have an effect on total
media expenditure in a given year. For example, political spending typically increases during election years, and
many corporate advertisers increase their advertising budgets during major sporting events such as the Super Bowl
and the Olympics. Corporate profit levels are typically very volatile, but are excellent barometers of industry demand.
When profit levels are low, companies may be reluctant to invest in advertising or instead opt to undertake these
activities internally. In contrast, rising corporate profit should boost spending on marketing, benefiting the industry.
For example, the spread of COVID-19 (coronavirus) resulted in corporate profit declining 4.0% in 2020, which
ultimately contributed to industry revenue declining 5.7% that same year.

Consumer confidence and spending

At the consumer level, there are other factors that influence overall industry demand. For instance, growth in per
capita disposable income will ultimately have a positive effect on consumer confidence in turn, resulting in increased
spending on a wide array of consumer goods. Such goods include automobiles, houses and travel, among others.
As Canadians' consumer spending increases, corporate profit typically rises as well, providing businesses with a
more substantial marketing budget. Most advertising is targeted to a consumer audience. Therefore, consumer
spending and corporate profit can have a large effect on total media expenditure when combined. In 2021,
consumer spending is expected to grow due to increased consumer confidence following the distribution of the
coronavirus vaccine. Growth in consumer spending is expected to improve industry profit and contribute to industry
revenue growing 4.6% in 2021.

Media consumption habits

The emergence of new media technology has changed the way people consume media. Traditionally, advertising
agencies have made the bulk of their revenue from TV and print media, but many users now read the news online,
decreasing demand for newspapers. As the number of people who read physical newspapers and periodicals
continues to decline, advertising budgets are being spent on other forms of media. In turn, advertising agencies are
seeking more ways to reach audiences. Since the mid-2000s, the internet has been a particularly strong growth area
in domestic advertising. Developing technologies, such as mobile and online gaming and music streaming platforms,
offer new revenue streams for agencies that currently rely on the declining print sector. As the consumption of new
media increases, resulting demand for services related to digital advertising is also increasing. Moreover, social
media has been crucial to the success of industry operators. The omnipresence of social media sites and forums
has been a boon for industry operators during the current period and will likely continue influencing demand as
clients attempt to monitor and monetize their social media campaigns.

Major Markets
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  Ultimately, while operators in the Canadian Advertising Agencies industry
can specialize in one sector or locale, many companies serve more than
one market.

  Moreover, clients in all markets need to differentiate themselves from their competition, maintaining a consistent
level of demand for industry services. Major markets represent a description of purchasing trends both within and
outside of Canada. In 2020, all market segments aside from the healthcare segment are expected to contract due to
the COVID-19 (coronavirus) pandemic affecting the various operations of downstream clients.

AUTOMOTIVE

The industry's largest market is the automotive sector, accounting for an
estimated 21.4% of revenue in 2021, down from 22.0% in 2016.

These clients primarily include BMW AG, Stellantis NV, Ford Motor Company, Subaru Corporation, General Motors
Company, Honda Motor Co. Ltd. and the Hyundai Motor Company, among others. To compete in a concentrated
sector, automakers have invested in building brand awareness and increasing consumers' exposure to new
products, prices and financing initiatives. Akin to the economy in aggregate, the automotive sector has been
revitalized over the five years to 2021, thus spurring demand for advertisements. This segment has declined as a
share of revenue during the period as a result of strong growth in the healthcare segment.

FINANCIAL SERVICES

Financial services are expected to account for 14.1% of industry revenue
in 2021, down from 18.3% in 2016.

Demand from this market had been rising rapidly, especially after a brief recession in 2015. However, the global
pandemic caused a significant decline in demand from this segment and it is expected to remain below historical
levels in 2021. Over the five years to 2026, the increasingly global flow of capital and consumers' increased
exposure to financial instruments for retirement and other investment purposes are anticipated to prop up the
industry's advertising budgets. Typically, the financial sector invests in advertisements to bolster consumer
awareness of refinancing options. This market segment includes banks, insurers, credit card issuers and investment
companies.

FOOD AND BEVERAGE

Food and beverage companies make up an estimated 19.0% of revenue in
2021, up from 16.9% in 2016.

Large manufacturers have a vast range of products that sell in crowded consumer markets. As a result, companies
spend a significant amount of their advertising budget to differentiate their products from competitors, such as using
product packaging and digital advertisements to generate sales volumes. This segment includes grocery stores, fast
food chains, restaurants, snack foods and alcoholic beverages, among others. Companies require advertisers and
designers to develop advertisements and product packaging that appeal to consumers. Packaging and
advertisements are often redesigned to attract impulse buys or in response to current events, such as sporting
events and film and music releases. Over the past five years, this market segment has grown as a share of revenue,
driven by growth in consumer spending.

HEALTHCARE

The healthcare segment is expected to account for 19.2% of industry
revenue in 2021, up from 13.0% in 2016.

Toward the end of the current period, the segment grew significantly as a share of revenue, due to increased
demand for healthcare services related to the coronavirus pandemic. Health advertisements include over-the-
counter medicines and therapies for consumers. Also, a share of healthcare advertising is for pharmaceutical
companies that publish in medical journals and other industry periodicals and websites. Over the five years to 2026,
IBISWorld expects this market segment to shrink as a share of industry revenue, as concerns related to the
coronavirus pandemic are forecast to slowly subside.

TELECOMMUNICATIONS
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Telecommunications operators represent some of the largest advertisers
in the world.

Accounting for an anticipated 8.4% of industry revenue in 2021, major Canadian telecommunications companies
such as Bell Canada and Rogers Communications Inc. are some of the leading sources of domestic industry
revenue. Ultimately, the ubiquity of telecommunications ensures that this market will continue to be a substantial
source of revenue in upcoming years. However, this market segment is expected to decline as a share of industry
revenue over the five years to 2021 due to increased spending on advertisements by healthcare and food and
beverage operators.

RETAILERS

Retailers are expected to represent 9.5% of industry revenue in 2021,
down slightly from 9.6% in 2016.

Over the past five years, this market segment is expected to decrease as many brick-and-mortar retailers exit the
Canadian market, despite rising incomes and growth in the popularity of online shopping. Some notable mass
merchandisers, including Target Corporation, have exited the Canadian retail sector altogether. Over the next five
years, demand for advertising services from the retail sector will likely stem from retailers that solely operate online
and wish to maximize their online presence via search engine optimization (SEO), which is expected to fuel growth
in this market segment.

OTHER

The industry serves companies that span all sectors of the broader
Canadian economy.

As a result, all other areas of economic activity are encompassed under this broad market. Importantly, nonprofit
organizations, governments and public institutions make up most of revenue from this segment. Advertising
agencies often specialize in certain sectors of the economy or placing advertisements in certain types of media. For
example, an agency might specialize in healthcare employment advertising or marketing on mobile devices. The
industry's wide range of customers helps to minimize annual revenue volatility. In 2021, this segment is expected to
account for 8.4% of industry revenue, down from 9.0% in 2016.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Traditional trade does not occur in the Canadian Advertising Agencies industry due to the service-based nature of
the activities provided by advertising agencies. Although industry operators do provide services to clients outside of
Canada, primarily in the United States, these services are not recorded as international trade by any economic or
political organization and are not counted in this report. The proportion of revenue generated outside of Canada is
relatively stable, although nominal fluctuations occur as a result of changes in exchange rates.

Nevertheless, the industry is global, with large advertising agencies dominating the market. Globalization has made
maintaining an international presence more prevalent and important among large agencies that service multinational
corporations. Moreover, multinational businesses typically prefer to work with one agency because it gives them
some leverage when making a deal. These factors have caused some of the largest advertising agencies in the
world to open up shop in Canada.



Advertising Agencies in Canada October 2021

22 IBISWorld.com

Business
Locations

  The distribution of establishments in the Canadian Advertising Agencies industry is heavily concentrated in Ontario, Quebec and
British Columbia. Together, these provinces account for an estimated 87.6% of industry establishments in 2021. The distribution
of advertising agencies is largely the result of the geographic spread of the industry's key downstream clients, including retail
stores and the technology sector.

Ontario

Ontario accounts for about 38.0% of the nation's population. This factor, coupled with its proximity to key downstream markets,
makes Ontario an attractive province for advertising agencies. Ontario is estimated to account for 42.9% of industry
establishments in 2021. Additionally, Ontario is home to nearly 40.0% of small businesses in Canada, which are companies that
have fewer than 100 employees. Small businesses typically do not have the capacity to undertake their own advertising
operations. As a result, demand for industry services will likely increase as many small businesses invest in brand awareness via
advertisements.

Quebec

Quebec is the second-largest province in terms of both population and the number of industry advertising agencies. Quebec
represents 22.5% of the population and 30.5% of industry establishments in 2021. Crucially, demand for advertisements that
target Quebec's French-Canadian demographic will likely increase over the five years to 2026, as more industry clientele aims to
develop a market niche among particular consumers, particularly companies such as Publicis Groupe, which is based in France.

British Columbia

British Columbia is the only other province that generates a notable amount of industry revenue. Despite this, the province is still
underrepresented in terms of revenue per capita. British Columbia makes up 14.2% of industry establishments and contains
13.6% of the Canadian population. The number of advertising agencies in British Columbia is expected to increase over the five
years to 2026, as stable demand from local businesses and a burgeoning technology sector prompts new industry entrants in this
province. British Columbia's share of industry establishments has been rising during the current period due to Vancouver's
growing technology industry in particular, which encourages advertising operations, especially data analytics.



Advertising Agencies in Canada October 2021

23 IBISWorld.com



Advertising Agencies in Canada October 2021

24 IBISWorld.com

Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Advertising Agencies industry in Canada exhibits a low to medium level of market share concentration, with the
top four industry companies expected to account for 37.8% of industry revenue in 2021. As many advertising
agencies have merged with or have acquired small, niche players, the ability to garner the most lucrative contracts
has been centralized among the world's top players over the five years to 2021. However, the industry is still highly
fragmented due to many small agencies providing specialized services. Moreover, some clients have viewed small
agencies as able to provide superior levels of service and creativity, with these agencies often quoting lower prices
and claiming to have more attentive relationships compared with larger agencies. In addition, smaller companies
typically cater to niche markets, unlike large agencies that frequently aim to service clients across a global network
with many services outside the purview of strictly advertising. Large agencies tend to grow through takeovers and
mergers with companies in other countries, which strengthens a company's global reach and expands into public
relations, customer relationship management and social media management. Most domestic companies, however,
are relatively small and do not fall into this category. According to 2021 figures from Statistics Canada, 63.7% of all
industry establishments are considered nonemployers, limiting the size and scope of these operations. Further, of
the remaining employing establishments, 58.8% of these establishments have fewer than five employees, further
demonstrating the fragmented landscape of the industry. As major advertising agencies acquire competitors over
the five years to 2026, this trend will likely cause the disparity between large industry operators and small,
independently operated advertising agencies to become more pronounced.

Key Success
Factors

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

Having an effective performance monitoring system:
Advertising agencies should be able to show clients the results of their spending and the direct results on sales and
brand awareness of the company's campaign.

Having a relationship with upstream and downstream industries:
Advertising agencies need to have good relationships with media buyers and media outlets to ensure a good return
on investment.

Ability to quickly adopt new technology:
Agencies must be aware of new technology in the industry and general trends in technology, new media and
opportunities for advertising.

Ability to compete on tender:
Advertising agencies must be able to put together professional proposals for work and accounts to secure contracts.

Ability to produce unique and creative ideas:
Providing clients with unique ideas of how to promote their product can help agencies secure and retain clients.
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Cost Structure
Benchmarks

  Profit

In 2021, industry profit, measured as earnings before interest and
taxes, is expected to account for 11.7% of industry revenue, down from
12.8% in 2016. Similar to many industries, profit varies among agencies
and also depends on a plethora of factors. Some agencies specialize in
specific industries or types of media, which can, in turn, affect their
profitability. For example, advertising agencies that service the largest
corporate clientele often have a higher profit margin due to their clients
demanding more in-house services and a comprehensive offering of
various communications services. Other companies that focus on
machine learning and predictive analytics can charge higher prices for
more individualized and often more effective insights as well. In 2020,
industry profit decreased to 7.3% of industry revenue due to the
COVID-19 (coronavirus) pandemic, causing the overall decline in profit
during the period.

 

  Wages

Accounting for the largest cost to advertising agencies, wages comprise
an estimated 46.0% of industry revenue in 2021, up from 45.3% in
2016. Wages are a significant cost to advertising agencies because of
the skill, creativity and knowledge-based nature of the services
provided. In other words, this industry is labour intensive since it is
more reliant on people than machinery. Industry operators employ
individuals across a broad range of specialties, including account
management, market research, creative work, media buying, campaign
analysis and data analytics.
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  Purchases

Notable industry purchase costs include office equipment, the
attainment of third-party market research and subcontracting costs.
Altogether, purchase costs are expected to comprise 7.7% of revenue
in 2021, up from 7.2% in 2016. Subcontracts account for a large
proportion of these purchase costs, but buying consumer data is
increasingly important for those companies that use machine learning
and data analytics tools.

 

  Marketing

Marketing plays a large role in maintaining a positive reputation and
attracting lucrative clients. Marketing costs are expected to account for
4.2% of industry revenue in 2021, up from 3.3% in 2016.

 

  Depreciation

Depreciation is expected to account for 1.2% of revenue in 2021, down
slightly from 1.3% in 2016. Depreciating items include fixtures, fittings,
computer equipment and software. Given the industry's reliance on
computer systems to produce work, agencies update systems and
software to produce cutting-edge design work.

 

  Rent

Rent encompasses an estimated 3.0% of industry revenue in 2021, up
from 2.6% in 2016. Many large agencies incur high rental costs by
working in geographically important regions that are close to
established clients. Working in upscale offices projects a sense of
competency to clients and is often important in building and maintaining
a positive company reputation.
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  Utilities

In 2021, utilities are projected to account for 1.2% of industry revenue,
up from 1.0% in 2016.

 

  Other Costs

Advertising agencies incur a variety of other costs, including
telecommunication expenses, travel, insurance and other office-related
expenses. Agencies are also subject to professional service fees,
including legal and accounting costs. These other miscellaneous costs
are estimated to account for 25.4% of revenue in 2021, down from
26.5% in 2016.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  Internal competition within the Canadian Advertising Agencies industry
generally occurs on the basis of price, creativity and customer service.

External competition for operators tends to come from companies specializing in marketing and media.

INTERNAL COMPETITION

The primary basis of competition among advertising agencies is creativity
and achieving superior results for clients within a defined budget, which
are often intertwined.

Nevertheless, price-based competition is present in this industry. There has been a shift away from commission-
based fees toward performance-based, metric-based and flat fees, which enables independently operated
advertising agencies to enter the industry and demonstrate tangible results with lower price points. Additionally, this
trend will likely mean that an increase in media buying does not necessarily translate to an increase in revenue.
Many global corporations are now increasingly searching for a global advertising agency to manage their total
worldwide advertising. As a result, large agencies may increasingly compete on the basis of geographic reach and
providing a plethora of comprehensive in-house services for the world's largest clients.

Within the industry, there is also competition to establish a dominant presence within the online advertising market.
As the industry continues to shift away from traditional media, the ability to adopt new and innovative styles and
technology, such as internet click-through advertising, viral marketing and product placement, can thus represent a
competitive advantage for agencies. Consequently, an ability to analyze consumer data and provide data-driven
solutions is key to succeeding in the digital world.

EXTERNAL COMPETITION

In response to client needs, advertising agencies have become more
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integrated, offering a variety of services that often compete with other
industries.

Recently, global agencies have been acquiring media buying, market research and public relations companies
alongside other broad-based communications enterprises. Ultimately, this means large integrated agencies are
continuing to offer more of the same services as companies whose sole focus is on those activities, intensifying
competition for more specialized communications and advertising businesses.

Furthermore, digital advertising has made it easier for clients to bypass using the services of industry operators.
Online search companies permit advertisers to set up search advertisements from their computer. Internet search
advertising also enables greater flexibility and clients with small budgets can set maximum spend amounts for
platforms such as Google Analytics. As a result, digital marketing, particularly search engine optimization (SEO), is
an external competitor to the industry. For example, companies can use SEO to ensure that their website can be
found in search engines using particular words and phrases, which represents a form of low-cost, independent
advertising. Plus, a potential client can seek analytics data to understand what is driving demand and create content
to capitalize on these trends without the need for advertising agencies.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing
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  While the Canadian Advertising Agencies industry has
several large players, these companies do not necessarily
pose a barrier to entry for smaller players. Many large
corporations and global accounts are widely reserved for
agencies with international operations. This limits the
potential growth prospects of small agencies and
newcomers for the largest contracts. Nevertheless,
opportunities exist for niche and specialist operators
serving specific clients, industries or regions, encouraging
industry participation.

There is some advantage of being associated with large
media buying companies that can offer media discounts
to agencies and their clients by leveraging their buying
power. These opportunities are not initially available to
new agencies; not having this discount available may
make it difficult to attract and hold clients. As a result,
barriers to industry entry, while not inhibitive, are
nevertheless increasing as the top industry players
continue to consolidate their power domestically and
abroad.

Although there are no industry-specific qualifications or
licences required to operate an advertising agency, there
are qualifications for admittance into industry
associations, such as the Institute of Communication
Agencies. Qualifications include the number of clients that
are served, the number of years an agency has provided
services and financial responsibility. Qualifications also
differ for start-up agencies, local agencies and regional
agencies. Industry operators can improve their reputation
by attaining admission into an industry association. Thus,
while industry entrance is relatively simple, there are
obstacles to garnering acceptance and success in the
market.

Another increasingly significant obstacle for potential
entrants is the ability to navigate the digital world.
Technical familiarity with data analytics platforms such as
Google Analytics and Facebook Analytics will likely
improve a company's chances of success in the current
transition to more digital advertising. Companies that can
capitalize on and improve these analytics software
through machine learning algorithms and other data
analysis techniques are better poised to dominate the
market. In that way, while less technical entrants may find
this overwhelming, the accessibility of online platforms
and the widespread reliance on analytics tools places
technically savvy operators and newcomers at an
advantage, which can thereby encourage industry
participation.

Barriers to Entry Checklist

Competition Medium  

Concentration Medium  

Life Cycle Stage Growth  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Steady

  Most establishments in the Canadian Advertising Agencies industry operate on a local or regional basis, which
would suggest a low level of globalization. However, some major foreign agencies have made strategic acquisitions
in the Canadian market, leading to their domestic supremacy akin to the broader worldwide communications sector,
which is also dominated by these same players. The largest multinational advertising agencies have taken a more
global stance in recent years due to elevated levels of competition in mature markets and the connected nature of
internet operations with other communications endeavours, such as public relations and consumer data analysis,
which both go hand in hand with advertising.

For example, the industry players Omnicom Group Inc. and Publicis Groupe are foreign-owned and operate
internationally with several domestic subsidiaries under their respective belts. This influx of foreign ownership
ultimately contributes to a moderate level of globalization in the industry and the persistence of this globalization
moving forward is expected to continue shaping the industry's range of operations. However, the industry's level of
globalization contracted slightly due to the COVID-19 (coronavirus) pandemic in 2020, though this is not projected to
negatively affect industry globalization in the long term. Further, the industry has historically responded positively to
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demand from its downstream multinational clients to perform advertising activities through a single company. Many
clients prefer to work with one advertising agency because doing so helps streamline marketing activities, further
entrenching the dominance of globalized major players, and thus, truncating expansion opportunities for strictly
domestic operators.



Advertising Agencies in Canada October 2021

31 IBISWorld.com

Major Companies

Major Players Omnicom Group Inc.

Market Share: 16.0%

  Formed in 1986, Omnicom Group Inc. (Omnicom) is a global leader in advertising, marketing and corporate
communications, with operations in more than 100 countries. Serving more than 5,000 clients, the company has
holdings of greater than 1,500 companies. The holding company operates through three global agency networks,
which include BBDO Worldwide, DDB Worldwide and TBWA Worldwide, in addition to other regional agencies
across the world. Omnicom works in the Canadian market through several agencies, including DDB Canada, BBDO
Toronto and TBWA Toronto. Omnicom employs about 80,000 individuals and operates in four segments, which
include its advertising, customer relationship management (CRM), public relations and specialty communications
segments. According to Omnicom's 2020 annual report (latest data available), the company generated $17.6 billion
in global revenue and operates in Canada through its advertising segment.

In addition to advertising agency services, the company offers marketing consultation, customer relationship
management, market research, specialty communications, sales promotion and public relations. It also holds stakes
in online services companies such as Agency.com. Additionally, Omnicom is focused on retaining large customers,
providing clients with a litany of comprehensive communications services across geographic regions and locations
for all of their communications needs. For example, the company's top 100 clients account for about 50.0% of total
company revenue, therefore demonstrating Omnicom's reliance on its largest customers. Although the company
operates under various agencies and brands, its client-centric business model focuses on delivering consistent
brand messages and meeting specific client requirements even as the companies themselves evolve.

Financial performance

Omnicom's industry-relevant revenue is expected to decline at an annualized rate of 3.1% to $643.1 million over the
five years to 2021, caused primarily by declining revenue in 2020 due to the COVID-19 (coronavirus) pandemic. In
2021, advertising is expected to account for more than half of total company revenue, followed by client relationship
management, public relations and specialty communications. Overall, Omnicom has provided its downstream clients
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with cost-effective advertising and marketing communication services, which are excluded from its industry-relevant
revenue, enabling the company to remain competitive over the five years to 2021 despite its short-term revenue
struggles during the middle of the current period. In addition, the company has virtual networks which enable
Omnicom to integrate numerous in-house services across various disciplines and geographies. As a result, the
company may deliver services across agencies, networks and geographic regions, thus enabling Omnicom to
integrate its in-house services to meet client demand. In particular, the company has benefited from robust demand
for advertising from particular sectors, such as food and beverage, consumer products and pharmaceuticals and
healthcare. Still, Omnicom's operating profit, measured as earnings before interest and taxes, is projected to
decrease an annualized 2.6% to $86.7 million over the five years to 2021 due to the difficult operating environment
resulting from the coronavirus pandemic.

 
Omnicom Group Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 751.7 N/C 99.0 N/C
2017 732.0 -2.6 99.9 0.9
2018 706.3 -3.5 98.6 -1.3
2019 731.2 3.5 103.8 5.3
2020 645.7 -11.7 78.4 -24.5
2021 643.1 -0.4 86.7 10.6

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

WPP PLC

Market Share: 12.8%

  Founded in 1985 and based in the United Kingdom, WPP PLC (WPP) is a world leader in communication services.
With operations in 113 countries, WPP encompasses more than 100 companies and employs about 130,000 people
worldwide. Based in London, WPP became one of the world's largest advertising companies after its $4.7 billion
acquisition of Young & Rubicam in 2000. The company operates under several business segments, including global
integrated agencies, public relations and Specialist Agencies. Industry-relevant revenue is derived from the
company's global integrated agencies segment, which accounts for 77.5% of the company's total revenue, though
not all segment revenue is considered industry-relevant. According to the company's 2020 annual report (latest data
available), WPP generated $20.6 billion in total revenue from its operations. The company operates in Canada
through numerous subsidiaries, including J Walter Thompson Worldwide, Grey Canada, Blast Radius, Taxi, John St.
and Ogilvy & Mather.

The agency has grown primarily through its investment in emerging markets, new media outlets and consumer
insight. Its domestic acquisition activity has been slow in comparison. Prior to the five years to 2021, the company
acquired the digital marketing agency Twist Image Multimedia Inc. (Twist Image) in 2014, which served to
strengthen the company's positioning in the Canadian market. Twist Image was based in Montreal and had clients
such as TD Bank NA, Walmart Canada and Dairy Farmers of Canada. More recently, WPP acquired Entreprise de
Communications Tank Inc. (Tank) in December 2016. Tank, a marketing communications business headquartered
in Montreal, employs about 100 people and specializes in the healthcare sector. In July 2019, WPP also acquired
AQuest, an Italian creative digital agency that manages the entire creative process for large-scale digital projects.
The team is estimated to employ 60 individuals that include art directors, data scientists and project managers.
Overall, WPP's acquisition strategy has been primarily focused on businesses that specialize in digital, mobile
marketing, social media, health communications and public relations, as evidenced by its acquisition of AQuest.
Moreover, the company has moved toward using big data and ensuring that the company's agencies provide a
comprehensive service to clients such as content creation, consumer data analytics, marketing consultation and
media buying services under one umbrella.

Financial performance

WPP is a British company that consequently reports its revenue in British pounds. Thus, revenue fluctuations are
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partly attributed to changes in the exchange rate, although revenue growth has not fluctuated significantly during the
period. WPP's industry-relevant revenue is anticipated to grow at an annualized rate of 0.9% to $514.2 million over
the five years to 2021. The company encompasses brand advertising and communications in-house, with these
integrated models expected to drive growth moving forward. In addition, the company has developed results-driven
advertising strategies, which are expected to support revenue growth. Still, strong performance during the beginning
of the period has been constrained by poor economic condition in 2020 due to the coronavirus pandemic.
Consternation about global growth, political tensions and Brexit have all influenced industry revenue. Accordingly,
the company's operating profit, measured as earnings before interest and taxes, has also been negatively affected
by similar factors alongside rising competition, declining an annualized 2.1% to $69.6 million over the five years to
2021.

 
WPP PLC (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 491.8 N/C 77.2 N/C
2017 510.6 3.8 76.8 -0.5
2018 514.7 0.8 70.1 -8.7
2019 518.1 0.7 61.9 -11.7
2020 479.6 -7.4 49.1 -20.7
2021 514.2 7.2 69.6 41.8

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

Other Companies The Advertising Agencies industry in Canada is highly fragmented, with most companies operating on a local or
regional basis to cater to local businesses that require advertising services or specializing in particular niches such
as specialty foods or wine. In 2021, the industry includes more than 7,500 establishments, with some advertising
agencies specializing in advertising services for specific sectors, including personal care, food and drink, financial
services, consumer products, automotive, travel and entertainment, telecommunications, technology, retail,
healthcare, government and oil and financial services companies. This specialization, particularly in a moment of
digitization in commerce and, in turn, advertising, is conducive to a fragmented industry landscape despite the
dominance of a few major players. According to Statistics Canada, nearly 65.0% of all industry establishments are
considered nonemployer facilities, suggesting that most industry operations are extremely small in scope.

Publicis Groupe

  Market Share: 5.1%
  Based in Paris, Publicis Groupe (Publicis) is a global advertising and communications organization that offers a

range of services to companies in about 100 countries, although the company's presence is particularly strong in
continental Western Europe, the United Kingdom and North America. Publicis operates in the industry through a
variety of subsidiaries, including Publicis Montreal, Red Lion and Leo Burnett. Publicis has many internationally
recognized clients, with more than half its total revenue coming from the North American market; however, the
company does not segment out its Canadian operations in its financial reporting. Moreover, advertising-specific
revenue represents only a fraction of the company's total revenue, with the remainder being generated through
specialized public relations, marketing services and other miscellaneous communications endeavours. Publicis, as a
French company, has also been highly influential in the French-Canadian market, as demonstrated by the strong
market position of its Publicis Montreal subsidiary. However, the company's recent performance has been
characterized by acquisition activity focusing on international markets, ultimately decreasing its Canadian activity as
a share of its total operations. In 2021, the company is projected to generate $204.2 million in industry-relevant
revenue, constituting a market share of 5.1%.

Interpublic Group of Companies Inc.

  Market Share: 3.9%
  Operating in more than 110 countries, the Interpublic Group of Companies Inc. (IPG) is a global advertising

organization. The company operates various regional companies and agencies across the world, including McCann
Canada and Interpublic Group of Companies Canada Inc. The company also has three global networks, which
include McCann Worldgroup, Foote, Cone & Belding and MullenLowe Group. IPG operates in the Advertising
Agencies industry through its integrated agency networks business segment.

Beyond advertising, IPG provides marketing, public relations, specialized communication and media planning
services. IPG has more than 50,000 employees worldwide and serves nearly 40 global accounts, including Johnson
& Johnson, Nestle SA, Microsoft Corporation and Unilever. Nearly 60.0% of IPG's revenue is generated in the US
market, while Canada accounts for less than 5.0% of the company's global revenue. IPG also maintains significant
operations in the United Kingdom, other parts of Europe and Latin America. In 2021, the company is expected to
generate $155.7 million in industry-relevant revenue, reflecting a market share of 3.9%.

Vivendi SE
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  Market Share: 2.3%
  Vivendi SE (Vivendi) is a multinational media conglomerate headquartered in Paris. Vivendi purchased Havas SA, a

communications company, in 1998, through which Vivendi operates in the Canadian Advertising Agencies industry.
Havas was consolidated in 2017; however, it was previously segmented into three divisions, including the Havas
Creative Group, which comprises the company's primary advertising arm; Havas Media Group, the company's
media purchasing and content creation division; and Havas Health & You, which is primarily focused on
communications within the healthcare sector. Havas operates in the industry through the Havas Creative Group and
generates more than 30.0% of its revenue in North America. Havas Canada is headquartered in Toronto, with an
additional facility in Montreal. In 2021, IBISWorld expects Vivendi to generate $94.1 million in industry-relevant
revenue, corresponding to a 2.3% share of the market.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Advertising Agencies industry in Canada is
characterized by a low level of capital intensity. For every
$1.00 allocated toward wages, the industry is expected to
spend $0.03 in capital expenditures in 2021, remaining
stable over the five years to 2021. Overall, the industry is
labour intensive, with wages comprising the largest cost
category for the industry. As a service-oriented industry,
advertising agencies require a workforce that provides
specialized services while maintaining a high degree of
personal contact with clients. Furthermore, hiring a creative
workforce is crucial for success because many advertising
agencies derive a large proportion of their revenue from
their creative services rather than strictly promotion. While
technology, such as computer software that examines how
an advertisement affects consumers' purchasing
behaviour, adds to capital costs, the industry still focuses
on client services, thus lending itself to labour intensity
rather than capital expenditure. Nevertheless, investment
requirements are rising as new graphic design, data
analysis and promotion software are being developed and
updated.
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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.

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

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

Very Low Market
Concentration

Very
Unlikely

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

  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.

This technology trend is underscored by structural factors that support new entrants. An accommodative structure can
create a situation where small entrants can focus on less profitable albeit innovative industry entry points. Or, large
operators in other industries can leverage expertise in other areas to enter the industry from a new angle.

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.

Operators in the Canadian Advertising Agencies industry are greatly affected
by technological advances in competing industries, namely that of digital
advertising.

Over the past decade, digital advertising has risen in popularity and has made it increasingly easier for clients to bypass the
range of services that are provided by traditional advertising agencies. For example, online search companies make it
possible for advertisers to set up search advertisements from their respective computers. Internet search advertising, while
also being relatively low cost and able to be conducted remotely, ensures greater flexibility, as small companies can set
limits for how much they wish to spend on these services. Google Analytics is just one of the many platforms making this
possible for companies. Created by Google LLC (Google), Google Analytics tracks and reports website traffic and is a part
of Google's larger Marketing Platform brand. Moreover, other forms of digital marketing, such as search engine optimization
(SEO), have further solidified digital marketing's stance as a competitor to traditional advertisers in Canada. More
specifically, SEO permits companies to ensure that their website can be found in search engines through the use of
particular words and phrases. This is just one more example of low-cost advertising that has disrupted demand from this
industry's downstream market composition. Overall, the various technological advances that have made digital advertising
increasingly possible over the past decade have significantly affected the business model employed by advertising
agencies in Canada and are likely to continue affecting the industry in this way over the five years to 2026.

The level of technology change is    Medium
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  The Advertising Agencies industry in Canada has experienced a moderate
level of technological change over the five years to 2021.

Digital technology and the continued development of new media are affecting the industry and driving investment in digital
spaces. These changes have made performance metrics more accurate and have ultimately driven technological advances
in the industry. More specifically, these technologies have helped create more effective advertising campaigns with
heightened awareness of attrition and churn rates. For example, digital advertisers can see which advertisements produce
the best results by the number of clicks. In this way, advertisers can strategize regarding advertisement placing and the
most effective medium, such as traditional or digital TV, to increase their return on investment. Moreover, increasingly
sophisticated audience engagement metrics, which go further than merely clicks or views, have fuelled growth for operators
that offer data analytics and real-time metrics. For example, customer engagement can be measured by page visits,
engagement time (the total amount of time a visitor spends on a particular webpage), where the person came from (social
media or direct URL) and if consumers clicked on other ads on the page. All of these varying measures of efficacy have
informed the trajectory of industry operations and companies with the capabilities to track this engagement are better
positioned to thrive.

Over the five years to 2026, the success of many agencies will largely depend upon how well operators respond to the
changing media landscape. The industry is evolving to take advantage of the internet and mobile media. The digital media
offerings of most large agencies have grown at a faster rate compared with the rest of their portfolio. This has caused
agencies to further develop their in-house capabilities such as content production and polling. Digital technology offers
opportunities upon which industry operators can capitalize. For example, companies that can focus on adopting different
advertising metrics and media for different audience engagement platforms, such as digital and mobile engagement, can
sell two different forms of the same advertisement to the same client with tiered pricing structures. Ultimately, agencies that
rely heavily on print media will have a hard time competing with digitally focused companies over the next five years.

Agencies have used a variety of approaches to reach online audiences. Many have experimented with advertisement
placements and size. Furthermore, the technology behind online advertising has changed to include different types of video
and animation. In measuring the success of online advertisements, the industry's advertisers are additionally and
increasingly incorporating viral marketing campaigns. Previously, viral campaigns focused on generating user views,
whereas further emphasis is now being placed on the initial advertisement placement and tracking where and how
consumers spend in response. Overall, the expansion of customer databases and the increasingly efficacious metrics
capabilities of operators have fostered technological change in the industry during the current period and will continue to
shape the trajectory of the industry moving forward.

Revenue
Volatility

The level of volatility is    Medium

  The Advertising Agencies industry in Canada has historically exhibited a low
to moderate level of revenue volatility, given that advertising expenditures are
inextricably linked to overall economic conditions.

Over the five years to 2021, the macroeconomic climate across Canada has largely been favourable, comprised of boosts



Advertising Agencies in Canada October 2021

38 IBISWorld.com

in disposable income and consumer spending, among other metrics, causing revenue volatility to remain low and therefore
fluctuate an average of 4.4% year-over-year. As many Canadian businesses realized higher corporate profit, many
consequently increased their advertising budgets to help bolster consumer brand awareness. In particular, revitalization in
the automotive, consumer packaged goods and retail sectors has prompted demand for advertisements. Revenue is
expected to grow as much as 4.6% in 2021, after falling 5.7% in 2020 due to unfavourable economic conditions in Canada
related to the COVID-19 (coronavirus) pandemic. In particular, the pandemic resulted in increased unemployment and
resulted in a loss of downstream demand due to a decline in corporate profit that year.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Advertising Agencies industry in Canada is largely self-regulatory, since
clients typically direct their spending to operators with good standards and
ethical practices.

However, there are government guidelines and bans in place to protect consumers and businesses alike. For example,
there are laws against false advertising, which outlaw the use of false or misleading statements about a product or service.
Similarly, there are laws that govern the illustration of people. For example, industry operators cannot use an impersonator
for celebrity endorsements. Other rules include defamation and libel guidelines which are relatively in line with global
standards.

Certain aspects of advertising also fall under the jurisdiction of the Canadian Radio-television and Telecommunications
Commission. For example, there are limits on how much time a broadcaster can dedicate to commercials and how loud
commercials can be in comparison with standard broadcasts. Still, this does not capture the totality of industry operations
and is thus an ancillary regulatory obstacle for operators within this space. These regulations are primarily pertinent to TV
and telemarketing operations, which constitute a modest portion of industry output compared with internet advertising.

Operators must also comply with specific laws for certain products such as food, drugs, tobacco, cannabis and alcohol.
These laws are typically controlled at both the federal and provincial levels. However, Advertising Standards Canada also
clears the scripts for alcohol advertising prior to dissemination to ensure that these advertisements meet federal and
provincial standards. Laws that govern food advertising typically restrict the use of certain types of words or phrases. For
example, industry operators cannot use partial truths to create false impressions about a food product. Similarly, certain
words, such as best and superior, can be considered deceptive in some cases.

Founded in 1957, Advertising Standards Canada, also called Ad Standards, is a nonprofit self-regulatory body for the
domestic Advertising Agencies industry. The organization's Canadian Code of Advertising Standards, which was first
created in 1963, provides guidelines for what constitutes acceptable advertising. The code espouses guidelines for a
variety of elements in advertising, including accuracy, price claims, guarantees, testimonials and safety. The organization
also responds to consumer complaints about advertisements.

Industry
Assistance

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

Overall, the Advertising Agencies industry in Canada receives no direct
protection or assistance on the part of the Canadian government.

However, industry operators may nevertheless benefit indirectly from the subsidies that are provided to downstream
industries which employ advertising agencies for their marketing and advertising efforts. Moreover, some advertising
agencies directly benefit from services provided to government agencies, which serves as a form of industry assistance.

Additionally, advertising agencies may also benefit from joining a variety of trade associations that represent their interests.
For example, the Association of Canadian Advertisers (ACA) has been providing Canadian client marketers with industry
insights, enterprise resources, educational platforms and representation in litigation cases for more than 95 years. The ACA
has about 200 members composed of strictly marketers, which means that the organization is directly involved in matters
that pertain to the industry rather than being spread among analogous industries such as the Public Relations Firms
industry in Canada (IBISWorld report 54182CA). Furthermore, the Interactive Advertising Bureau, in conjunction with the
Mobile Marketing Association and the Media Rating Council, has developed certain advertising guidelines with regard to
mobile application advertising. These guidelines have served to create a rubric for industry operations in the fastest-
growing segment of advertising expenditure worldwide.
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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)

Total
advertising

expenditure
($b)

2012 3,227 1,943 5,692 5,480 22,630 N/A N/A 1,473 N/A 12.4
2013 3,440 2,068 5,959 5,742 26,553 N/A N/A 1,597 N/A 11.8
2014 3,505 2,098 6,249 5,931 27,493 N/A N/A 1,618 N/A 11.5
2015 3,705 2,266 6,357 6,100 28,908 N/A N/A 1,778 N/A 11.7
2016 3,792 2,251 6,609 6,282 27,212 N/A N/A 1,717 N/A 12.0
2017 3,943 2,292 6,741 6,682 27,321 N/A N/A 1,731 N/A 12.4
2018 4,006 2,323 7,465 6,989 26,666 N/A N/A 1,748 N/A 12.5
2019 4,077 2,398 7,348 7,127 28,558 N/A N/A 1,826 N/A 13.1
2020 3,846 2,123 7,754 7,268 28,109 N/A N/A 1,782 N/A 12.0
2021 4,024 2,371 8,079 7,567 29,175 N/A N/A 1,852 N/A 12.7
2022 4,143 2,446 8,358 7,829 29,951 N/A N/A 1,903 N/A 12.9
2023 4,200 2,487 8,607 8,068 30,414 N/A N/A 1,932 N/A 13.1
2024 4,242 2,522 8,843 8,296 30,861 N/A N/A 1,958 N/A 13.2
2025 4,284 2,559 9,090 8,531 31,326 N/A N/A 1,986 N/A 13.2
2026 4,325 2,596 9,283 8,718 31,789 N/A N/A 2,013 N/A 13.3

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Total
advertising

expenditure
(%)

2012 0.29 6.04 -2.77 0.95 0.44 N/A N/A 4.01 N/A 2.22
2013 6.59 6.42 4.69 4.78 17.3 N/A N/A 8.43 N/A -4.76
2014 1.91 1.48 4.86 3.29 3.54 N/A N/A 1.31 N/A -2.54
2015 5.68 7.97 1.72 2.84 5.14 N/A N/A 9.88 N/A 1.47
2016 2.35 -0.65 3.96 2.98 -5.87 N/A N/A -3.43 N/A 2.82
2017 3.96 1.81 1.99 6.36 0.40 N/A N/A 0.78 N/A 2.82
2018 1.60 1.36 10.7 4.59 -2.40 N/A N/A 0.98 N/A 0.80
2019 1.77 3.22 -1.57 1.97 7.09 N/A N/A 4.43 N/A 4.97
2020 -5.67 -11.5 5.52 1.97 -1.58 N/A N/A -2.39 N/A -8.18
2021 4.62 11.7 4.19 4.11 3.79 N/A N/A 3.95 N/A 5.99
2022 2.96 3.15 3.45 3.46 2.65 N/A N/A 2.72 N/A 1.56
2023 1.38 1.70 2.97 3.05 1.54 N/A N/A 1.51 N/A 0.92
2024 0.99 1.39 2.74 2.82 1.46 N/A N/A 1.37 N/A 0.68
2025 0.97 1.46 2.79 2.83 1.50 N/A N/A 1.39 N/A 0.68
2026 0.97 1.43 2.12 2.19 1.47 N/A N/A 1.38 N/A 0.67

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 60.2 N/A N/A 143 45.7 3.98 65,099
2013 60.1 N/A N/A 130 46.4 4.46 60,159
2014 59.9 N/A N/A 128 46.2 4.40 58,866
2015 61.2 N/A N/A 128 48.0 4.55 61,516
2016 59.4 N/A N/A 139 45.3 4.12 63,112
2017 58.1 N/A N/A 144 43.9 4.05 63,351
2018 58.0 N/A N/A 150 43.6 3.57 65,548
2019 58.8 N/A N/A 143 44.8 3.89 63,923
2020 55.2 N/A N/A 137 46.3 3.63 63,393
2021 58.9 N/A N/A 138 46.0 3.61 63,493
2022 59.0 N/A N/A 138 45.9 3.58 63,530
2023 59.2 N/A N/A 138 46.0 3.53 63,510
2024 59.5 N/A N/A 137 46.2 3.49 63,449
2025 59.7 N/A N/A 137 46.4 3.45 63,382
2026 60.0 N/A N/A 136 46.5 3.42 63,321

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Advertising Age
http://www.adage.com

Ad Standards
http://www.adstandards.ca

Institute of Communication Agencies
http://www.theica.ca

Strategy
http://www.strategyonline.ca

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

Industry Jargon NEW MEDIA
Digital media formats, including online, mobile and digital devices.

TRADITIONAL MEDIA
Media formats such as TV, radio, newspapers and magazines.

VIRAL MARKETING
A marketing technique that uses social networks and other technologies to increase brand awareness or achieve
other objectives.

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

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

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

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

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

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

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

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

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

INDUSTRY CONCENTRATION
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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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