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ABSTRACT
The structure of the economic system underpinning the film and television industries is a legacy
built over generations under various forces, notably social, political, judicial and technological
impulses. More recently, the proliferation of distribution platforms, wide-spread use of digital
technologies in audiovisual production, the arrival of new protagonists with unconventional
business models and consumers’ adoption of new habits that don’t square well with the existing
structure upset the economic functioning of this system. An analysis of financial flows proves useful
to fully grasp the extent of these changes.
This study draws on a wide array of official survey statistics and administrative data pertaining to
audiovisual industries in Quebec in order to clarify the distribution of economic values among the
different links in the value chain by looking at the economic interactions that hold these links
together.
The mapping of economic inflows and outflows associated with each component of the system
developed for this study illustrates the expanse and complexity of the film and television sectors in
a comprehensive and original way, and allows us to draw out different geographic, cultural,
economic, technological and regulatory characteristics of these sectors for Quebec. It also allows
us to examine the current reconfiguration of the pre-existing structure under growing digital
influences.
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1. Introduction
Cinema and television are often regarded as key to the formation of identities and the spread of
national culture. Studies touching one or another of the economic aspects of these two fields are
numerous, yet they generally touch on a single segment of each field. For example, analyses
pertaining to television broadcasting or broadcast distribution in Canada can easily be found
because these segments are regulated. Many analyses of film production can be identified because
production activities are supported by the State. Still other reports focus on the economic impact of
one segment or another of these different fields.
This study proposes an original model of the audiovisual ecosystem in Quebec based on financial
flows as measured by available statistics and other information pertaining to the functioning of each
component of this system. We thus obtain an all-encompassing portrait, a macro view, that allows
one to see at a glance the extent and complexity of the fields of film and television. It highlights the
relationships between the different components of each sector, describes the functions at each
stage of the chain of value, explains the nature and size of the associated financial flows and
illustrates the distribution of economic value along the chain as well as the scope and complexity
of the film and television ecosystem. In essence, it establishes a mapping of financial flows in the
value chain for these industries in Quebec.
Such an analysis enables an identification of the essential elements of the economics of the
audiovisual sectors in Québec and offers keys to better understand of its functioning and evolution.
The main challenge has been reconciling the different types of information (reliable statistics,
administrative data and other information). In terms of inflows and outflows.
1.1. Context: Legacy, uplift and evolution
The existing structure of the fields of film and television is a legacy built up over the years from
geographic, cultural, technological, political, legal and economic impulses. Though this legacy
system is becoming less and less relevant because of upheavals in film and television over the last
five years or so, such impulses persist despite being transformed themselves under the influences
of globalization and the internet.
For example, the use of French by a majority of Quebecers, a shared history and sense of identity
and a particular geographical distribution of the population are fundamental factors that have
observable consequences for cultural consumption in Quebec: stronger attendance at national
films and more wide-spread viewing of national television programs than in English Canada. The
existence of a Quebec “star system” also underscores the unique character of this culture.
Furthermore, monitoring Canadian content and ensuring an equitable distribution of support
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between anglophone and francophone linguistic groups constitute important elements of cultural
policy.
Current changes in these industries are largely driven by technological developments: growth of
digital production, platform multiplication and industry restructuring with the arrival of new players
and the elaboration of new strategies by incumbent players. However, although it is technically
easier to produce movies and television programs of a certain quality, creators’ and producers’
position is not necessarily improved because of evolving public behaviour and an anticipated
hypersupply. Major transformations are observed not only at the production stage, but also at
dissemination and consumption. Indeed, new technologies have also enabled consumers to adopt
new consumption habits and created expectations that sit less well with the existing system.
The increase in viewing and video sharing on the internet, as well as growing use of social
networks, applications, web sites and second screen experiences dedicated to television programs
are important elements of the mutations to cultural practices and their consequences for the vitality
of film and television. The increased potential for active consumer engagement through sociofinancing and prescription (review and recommendation) also increases the influence of
consumers.
Moreover, we have witnessed a destabilizing rise of online content and over-the-top services,
accompanied by an accelerated adoption of “smart” devices that ease access to and simplify the
use of these services by consumers. There is also increased household spending on access to
content while spending on the content itself is falling and the frequency of consumption on mobile
devices is increasing. The impacts these phenomena have on the production and value of
audiovisual content is not yet visible. There is contraction in some parts of the value chain and
expansion in others.
Over the years, conventional television viewing has been partially replaced with pay and specialty
television viewing, attendance at movie theatres has declined and distributor revenues have
dropped as home video sales and rentals melt away.
Large incumbent media companies develop strategies to cope with these changes by integrating
content and the divers means of accessing this content, be it broadcast distribution, internet
provision or wireless data services. This consolidation implies important structural, relational and
economic changes. Some changes are so considerable that the very nature of related industries is
questioned. A global and integral view of the system that brings together the key elements of this
chain is thus useful to fully grasp the functioning of each field and the economic values at play.
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Although current technological mutations and the accompanying social changes are certainly
upsetting the existing system, its functions remain and all the reasons that established them will
not disappear so soon.
Indeed, there are two convergent constants: the public wants content that entertains and informs
and creators have stories to tell, ideas to communicate and the desire to create content. These two
elements are the beginning and end of a process under constant renewal. Thus, what happens in
between the author’s idea and the public’s satisfaction – the mediation process in the middle that
brings works to the public – continues to exist as long as there are messages to communicate. The
multiplicity of relationships involved in this mediation process result from the perennial existence of
constraints, the different incentives and motivations given to individuals and organisations,
uncertainty and temporal considerations.
The overall view presented as a flow diagram in this paper enables us to highlight certain
fundamental features of this process, such as:
•

Consumers spend more on access to services delivering audiovisual content than on
content acquired directly.

•

The economic weight of integrated telecommunication-broadcast-broadcast distribution
companies (MSOs, multiple system operators) is very large.

•

The television sector occupies a predominant place.

•

Government support is an important part of independent production financing.

•

Foreign distributors play a major role in the supply of film and video.

•

Public data on over-the-top services and digital media in general is practically non-existent.

2. Financial flows and the chain of value
2.1. Description
The expression “chain of value” can have different meanings for different people. For some, it’s the
series of processes, actions, transactions and feedbacks that result in a final “product”. For
example, figure 1 is a classic representation of the value chain and its different stages: creation,
followed by the realisation of an idea through the production of the work, then its material or virtual
reproduction and distribution at particular points in time to different points for dissemination
where the product will ultimately be offered up for consumption. For others, it is the entire set of
processes and their outcome, whether or not these are monetised. Thus, some would include
externalities in the value chain1.

1

For example, Keeble (2008).
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According to one’s approach, there can be different starting points to describe the system and its
state. In line with our objective, we describe monetized financial flows which flow back up the chain
from consumption to creation. The order of the links is thus reversed (figure 2). Monetized is a more
limited concept than monetizable, because the actors along the chain do not capture all of the value
that is effectively created. Some more or less marketable values, such as symbolic gratification,
remain with consumers or with unpaid artists and artisans.

Figure 2
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This approach is based on the primary reasons behind the system and its ultimate means. By
“primary reasons of the system”, we mean the flows related to the communication of content (news,
stories, ideas, publicity). Should the starting point for an analysis of financial flows be the content’s
receiver of the transmitter? Since the need for communication is simultaneous, the description can
start with the monetized value that the receiver (the consumer) attributes to the message, or with
the economic value received by the emitter (the author). Cultural products are complex and in
between these the two extremities of the value chain, the distinctive traits of each participant
influence the origin and the destination of content.
For example, consumers value certain movies and certain television programs, i.e., find utility in
them, and are prepared to devote pecuniary resources and time. Society values the identity role of
audiovisual productions and is prepared to allocate certain resources to ensure that citizens have
access to national productions. If the flow diagram starts with consumers’ spending, it is that
monetary flows are being described. This highlights the constraints and incentives that
stakeholders at each stage face. Conversely, if the diagram begins with the creators, it would
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demonstrate that an idea for an audiovisual production germinates in an author and that resources
are used to make it known to the public. In this case, the diagram would highlight the resources
(labour, etc.) and the value added (wages, profit, etc.) at each step. The latter approach is not what
is sought in this study.
It is also possible to adopt an approach based on evolution and adaptation in the system. This
brings one to discuss the organisational structure of economic entities, the uncertainty associated
with cultural works, the nature of big business and the negotiation of exhibition and broadcast
windows. Although it may be an ideal approach for studying changes brought on by new
technologies and changes in modes of consumption and in contents consumed, being nonlinear,
such an approach does not lend itself to the same degree of visual representation as monetary
flows of the value chain.
2.2. Representation of flows
Our portrait of the audiovisual ecosystem takes the form of a diagram of financial flows (figure A1),
which shows the relationships between the components of the system in monetary terms2. By
mapping the circulation of money in the system, this diagram illustrates the salient operational
features of the film and television streams.
The flowchart shows the flow of revenues from three main sources:
•

Consumers

•

Businesses and other commercial organisations

•

Public administrations

These three sources of inflows are on the left side of the diagram. As previously explained, the
flows represent the movement of money in the opposite direction of the creation-productiondistribution-dissemination-consumption value chain, that is, from left to right. Reading the diagram
therefore begins with the result of the production chain, where the final product has been
transmitted to the viewer or the consumer.
Given the profusion of elements incorporated in the complete diagram, it is broken up into three
parts, each showing inflows and outflows at each function in the value chain. They are shown and
described in the sections that follow, accompanied by a minimum of statistical data. Some flows
overlap those in other parts and some are hidden or aggregated, as appropriate, to facilitate the

2

Although inspired by Sankey diagrams, this is not a true Sankey diagram since outflows are not always equal
to inflows. This was a « creative » choice to avoid overcomplicating an already complex diagram while
preserving the labels and values on individual flows.
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understanding of the basic elements of the system. However, the complete diagram includes all
flows with all available statistics.
Each arrow in the complete diagram and the partial diagrams (figures 3 to 5) represents a monetary
flow (payment, income, expenditure, or transfer) that is characterized by:
•

its origin (the payer)

•

its destination (the receiver)

•

its direction

•

its magnitude (the amount of money, indicated by the thickness of the arrow)

The flow line colours and the location of the elements in the complete diagram correspond to certain
domains or activities:
•

television is blue

•

film exhibition and distribution are orange-red

•

independent film production financing is pink

•

independent television production financing is purple

•

technical services are yellow

•

government contributions are near the bottom of the diagram

•

digital media components are near the top in the complete diagram

In describing the flow diagrams, emphasis is placed on the respective roles of markets, investors,
advertisers and public funding agencies. In markets for cultural products, as in many other markets,
revenues coming from consumer spending are shared between the different participants in the
value chain. In the case of advertisers, they mainly buy another product of broadcasting: advertising
space, in the form of airtime and sponsorships. Private investors are only marginally active in the
financing of production. On the other hand, as providers of capital, they influence the strategies
adopted by media companies. There is also public funding that enters the system at several points
and in different forms, the main contributions of which are for production and broadcasting. In
addition, as legislators, public bodies contribute significantly to the organization of the value chain.
However, the monetary value of the regulations’ impact is only partially discernable in the flowchart.
A few relevant flows are not thoroughly illustrated in the diagram because their values are unknown
and no data to estimate them is available. This is the case, for example, with most of the flows
associated with digital media, those related to the value of video advertising production and
spending by broadcasters for program acquisition through distributors. Flows with unknown values
are indicated by dashed lines.
Finally, some outgoing flows or expenses inherent to an activity are not shown on the flowchart if it
is not a flow between two different links related to the creation, production, distribution,
7

dissemination or consumption of audiovisual content involving entities in Quebec. This is the case
of benefits paid to shareholders, payments made by the Majors for their productions, business’s
general administrative expenditures and costs specific to the function of such as the remuneration
of staff responsible for sales to advertisers, cinema cahiers, actors, etc.
3. Consumption
Flows associated with consumption refer to direct and indirect spending by consumers for
audiovisual products such as film screenings, DVDs and Blu-Ray discs and video on demand, but
also to expenditures for services that provide access to film and television content, such as cable
television and Internet. Moreover, consumers can watch free content supported by advertising or
government allocations. For this reason, advertisers and public administrations are included in the
first partial diagram (figure 3).
Figure 3

*Consumption includes the products consumers pay for more or less directly, like movie tickets and home
8
videos, but also those available to consumers because they use services that give access to content (cable
television, Internet or wireless data services) even though that content may be free of any additional
charges (for example, supported by advertising). For this reason, we include advertisers and public bodies
in this diagram.
See the appendix for additional reading notes pertaining the flow diagrams.

This section describes spending by Quebec consumers corresponding to revenues earned by
Quebec companies and are that derived from sales of film and television products or services
related to their consumption. In television, these businesses are mainly cable and satellite television
operators. In film, it's movie theatres3 as well as retailers of audio-visual products (video clubs,
music stores, bookstores, and other retailers).
In fact, consumers inject money into the system at five places, which involve spending:
•

for going to the movie theatres and drive-ins

•

for the purchase or rental of home videos

•

for cable and satellite television

•

for telecommunication services (Internet and wireless telephone and data services)

•

for digital media services (over-the-top services) or content offered through digital platforms

3.1. Movie theatre outings and the rental or purchase of physical video
Spending by consumers to attend film screenings and for private viewing (DVDs and Blu-ray discs)
are a source of income for operators and retailers. Cinemas offer not only movie screenings: they
offer an outing. From this fact, consumer spending includes not only the purchase of a movie ticket,
but the purchase of complementary products, as well; namely food and beverages. Although most
cinema operating revenues come from the sale of tickets, concession revenues generate a
significant portion of income and profits (one quarter of operating income for cinemas in Quebec).
Whereas movie theatres offer the most prominent showcase for films, they are not necessarily the
one that generates the most money or activity. The home video market (DVD and Blu-Ray discs),
which includes sales (permanent acquisition) and rentals, is a source of more substantial inflows
for the film stream. However, only part of the income from these markets is known. The value of
the rental market is unknown. This is why the complete diagram displays much smaller inflows for
retailers than outflows. Section 5 discusses distribution revenues from movie exhibition as well as
from the private viewing (sales and rentals), and confirms the historical economic importance of
the home video market.
3.2. Cable and satellite television subscriptions (broadcast distribution)
Households’ primary expenditures associated with audiovisual consumption are for subscriptions
to broadcast distribution services that allow the household to access the programming of
broadcasters. Approximately, 85% of Quebec households subscribe to such a service.

3

The terms cinemas and movie theatres include drive-ins.
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Subscription revenues are the main source of income for broadcast distribution undertakings
(BDUs). These revenues are divided between cable operators, providers of satellite television
(direct-to-home, DTH) and other technologies including expanding IPTV (Internet protocol
television).
Broadcast distribution consists of the distribution of broadcast signals and video on demand (VOD)
services using dedicated infrastructure and equipment. Basically, licensed BDUs have three main
activities:
•

They retransmit the signals of over-the-air broadcasters, i.e. public and private
conventional television, via cable or satellite.

•

They distribute pay and specialty television services to subscribers.

•

They sell subscriptions and equipment that enable consumers to receive these services.

A subscription includes some “must-carry” television stations, which licensees are required to
distribute to all of their subscribers, as well as access to optional programming services. Must-carry
services include, among others, local conventional TV stations and some priority specialty
channels. Virtually all speciality must-carry services are paid according to a wholesale rate imposed
by the Canadian Radio and Telecommunications Commission (CRTC) with the approval of the
different stakeholders. The corresponding expenses are thus imposed on households, who may
not opt out from paying these fees or receiving these services.
Optional programming services include additional specialty television channels, pay TV channels
and access to transactional services such as video on demand (VOD) and pay-per-view (PPV). In
most jurisdictions, these optional services are sold in bundles and some may even be included in
the ‘’basic’’ subscription package. In Quebec, however, BDUs offer ‘’build your own’’ bundles, that
impart greater flexibility and choice on what consumers actually pay for and receive.
In short, households subscribe to cable and satellite services to gain access to television
programming. While consumer spending for these subscriptions can be considered an expense for
access to content rather than for specific cultural content itself, expenditures for programs on VOD
and PPV are considered expenditures for content since they are purchased on a per unit basis.
System operators acquire non-exclusive rights to distribute the programming of specialty and pay
TV broadcasters (S-P) in exchange for affiliation payments. Consequently, a portion of BDU
subscription revenues is transferred to specialty and pay TV services. These payments constitute
the largest expense for BDUs and are the primary source of income for pay and specialty services
as a whole.
Flows associated with television consumption are not limited to those going to stations that receive
payments from BDUs. Conventional stations also play an important role in the consumption of
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content, but in contrast to S-P services, receive no affiliation payments for the retransmission of
their signals.4 They only indirectly draw income from consumers and citizens. That is, private and
public entities purchase airtime from broadcasters to transmit their messages (predominantly
advertisements) to viewers. Specialty channels also derive revenues from national advertising, but
conventional television services have access to local and national advertising revenue and are
distributed to all households. The latter being the case for only a few specialty services.
3.3. Subscriptions to telecommunication services
Although the main function of telecommunications services is not the broadcasting of television
programs and movies, consumers increasingly use them to access audiovisual content. Watching
movies, television shows and videos on the Internet is commonplace, and the use of smart phones
and tablets for this purpose has grown dramatically. It follows that telecommunications services
providers play an increasing role in the supply and demand for audiovisual products. That is why
these services are partially included in our model.
On the one hand, spending by consumers for telecommunications services is justified in part by
their cultural consumption. On the other hand, an increasing source of revenues for cable operators
comes from services other than those tied to the distribution of television programming services.
These non-programming services, including wireline telephony and Internet access, generate more
than half of the revenues for cable companies in Quebec. In fact, the largest companies offer a
wide range of services, and a significant proportion of households use the same supplier for cable
and telecommunication services.
Finally, some of these companies are also owners of programming services. In general, BDUs that
own broadcasting services also operate over-the-top (OTT) services, primarily digital media
services accessible over the Internet or on mobile devices. These new services offered to
consumers greatly increase the value of the Internet access services offered by these companies.
Companies that provide multiple services (multiple system operators, MSOs) are therefore active
in the progression of digital media markets.
3.4. Household spending for online content and over-the-top (OTT) services
The purchase of equipment used to access programming, movies and videos, including TV sets,
consoles, dedicated devices (AppleTV, Chromecast, etc.) and other equipment, also represents a
major expense in consumers’ budgets. However, equipment manufacturers are usually foreign

4 Historically, over-the-air broadcasters did not ask for such payments since cable retransmission offered
greater image and sound quality and enabled them to have a significantly larger viewership and hence
advertising revenues (O’Brien, 2012).
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companies that are not incorporated into the structure of the fields of film and television in Quebec,
and no part of the selling price of these devices is remitted to content creators5.
That being said, some equipment formerly used for other purposes (telephones and computers),
now allow access to broadcast services and the consumption of content via services not covered
by the regulatory framework. In addition, companies that design and market equipment often
include their own version of content services along with the equipment. This is the case with devices
produced by Apple, Microsoft, and Samsung. These services are regarded as OTT services or
simply digital media services. However, except for an emerging slate of original content financed
by these platforms, consumers are not generally required to go through the manufacturer’s service
to view content.
The innumerable existing OTT services involve digital media that consumers can use without going
through conventional licensed BDUs, and which are not generally regulated. The first non-regulated
services available in Canada were distinct from the major Canadian media groups, and the most
important belonged to foreign interests. It is the arrival of these new players, offering paid content
with success, which motivates Canadian companies, including those affiliated with regulated
entities, to jump into this market. Most Canadian broadcasters, be they conventional or specialty,
offer at least some free catch-up TV (viewing of programming online subsequent to the original
broadcast)6.
Since we cannot yet accurately assess the economic weight of these new modes of consumption,
a simple box for digital media services appears in the partial diagram. That said, a few flow lines
have an approximate value indicated, but cannot be validated given a lack of adequate data.
4. Dissemination: Exhibition, broadcasting and beyond
Dissemination refers to transmitting cultural content to consumers. It can first be segmented into
markets defined by the means of consumption (the equipment and the place of consumption), the
type of production (movie, television series, etc.) and the nature of the payment made by
consumers (free, paid per unit or paid regular subscription). This segmentation is also tied to a
media chronology that begins when production is complete and establishes a series of viewing
windows, each defined by the moment and the format in which an audiovisual production is made
available to consumers. Consumers pay different amounts for their audiovisual consumption
depending on these (when, where and what) factors.

5
Purchases of blank audio and video media do include a fee remitted to copyright collective societies and
redistributed to authors. The amounts for Quebec are not publicly known.
6

BDUs are also increasing offering set top boxes with digital video recording (DVR) capabilities.
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The partial diagram of financial flows for dissemination (figure 4) shows the revenues and expenses
of broadcasting, exhibition and retailing entities. The types of operator are shown in the middle of
the diagram. To the left are the main sources of inflows and, to the right are the entities receiving
the money spent by broadcasters and others for the acquisition of or rights to disseminate works.
Revenues at this stage in the chain rely on the supply of cultural content and result primarily from
spending by consumer and advertisers and government allocations. This is possible because
companies provide consumers with programs that they appreciate enough to pay for or to devote
a portion of their free time and attention. Flows are described following the classic structure of
broadcast and exhibition windows: television, film exhibition, home video and VOD-PPV. The case
of digital media is addressed in a subsequent section (section 4.4).
Figure 4

* On 4.1.
the left-hand
side of the diagram are the main sources of inflows for dissemination services, in particular
Broadcasting
subscription revenues, revenues from the sale of air time and government allowances. In the center, the
types of presenters are indicated (broadcasters, movie theatres, drive-ins, retailers and digital media
services). On the right-hand side are the entities that are the object of expenditures by the disseminators, in
particular for the rights and royalties paid to distributors and broadcasters’ programming and production
expenditures.
See the appendix for additional reading notes pertaining to the flow diagrams.
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Linear television broadcasting is divided into three categories: specialty and pay television (S-P),
conventional private television, and public and community television. All of these services offer
programs according to a fixed timetable. They differ in their sources of income and the kind of
programming. Most income comes from subscribers, advertisers and government bodies.
First, S-P services receive income from subscriptions corresponding to the affiliate fees paid by
BDUs and depend on the number of subscribers and the fee negotiated between the owner of the
TV channel and the BDU. In contrast, regulatory authorities, primarily the CRTC, are not in a
position to mandate similar payments to the conventional television networks.7
Secondly, conventional private broadcasters depend almost entirely on the sale of airtime to
advertisers. Other broadcasters also receive revenue from advertisers, but they represent a smaller
share of their total revenues.
Thirdly, to enable them to fulfil their legal responsibilities, public television services receive
substantial government funding in addition to advertising revenues.
Finally, broadcasters have other miscellaneous sources of income, such as that derived from the
sale or management of certain program or concept rights (other private revenue sources).
In exchange for subscriber revenue, broadcasters make their television programming and movies
available to subscribers. Thus subscriber revenues depend on the number of subscribers while the
sale of airtime to advertisers depends on the number of expected actual viewers. Given this
importance of programming, the acquisition and production of programs make up the largest
expenditure by broadcasters (70% of operating expenses). These expenditures are also largely
conditioned by regulatory requirements regarding Canadian content and support for Canadian
production.
In practice, broadcasters have a double complementary role. Obviously, they make content
available to consumers, but, before that, they evaluate the production projects or acquisitions and
select those which will be offered to consumers. Programming and production expenses are divided
into three main categories: in-house and affiliate production, the acquisition of Canadian
independent production and the acquisition of foreign productions.
Flows to independent production include the amounts awarded to the producers for the financing
of new productions (pre-sales and investments) and the purchase of rights for broadcasting existing
movies and television shows that have already been produced.

7

According to a Supreme Court of Canada decision. However, BDUs do pay for the retransmission of distant
signals.
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However, broadcasters do not provide the entire funding required for independent television
productions. Their contribution is nevertheless essential to make these productions eligible for
public support and to permit the actual production process to get under way. A television production
carried out without the support of a broadcaster has little chance of airing and a low probability of
being seen by the public. For these reasons, broadcasters play the role of intermediary between
the public and the producer, and are gatekeepers that control access to the audience as well as to
the financial resources that allow shows to actually be made.
Broadcasters also produce their own content (in-house production) or order it from affiliated
production houses, i.e. production houses that they at least partially own. Overall, in-house and
affiliate production usually absorbs a greater share of programming and production expenses than
the acquisition of independent production.
Finally, foreign productions complete a significant portion of the broadcast schedule. Canadian
audiences are relatively small and financial returns on the production of high quality television
programming are difficult to attain. At the same time, the purchase of broadcast rights to foreign
programming (mainly U.S.) of an equivalent level of quality is less expensive, since the costs of
producing these shows have largely been covered in their first market - not to mention that they
attract a broad share of television viewing in Canada8.
4.2. Movie exhibition
Movie theatres, home video retailers and VOD-PPV services disseminate feature films to
consumers, on a transactional basis and in line with a relatively well-established chronology.
Like broadcasters, who are the first presenters of television shows, cinemas are the first presenters
of feature films. Their revenues come directly from ticket, food and other sales to consumers. At
the base of these sales, cinemas negotiate with distributors for the rights to present films.
Unlike broadcasters, however, and despite having control over the public presentation of films on
screen, these operators have no role in film financing in Quebec. This aspect of the gatekeeper
function belongs instead to the distributor.
In theory, a film can be produced and marketed without a distributor, the producer himself or herself
touring the numerous festivals and markets to promote his or her film. In practice however, for a
film to be released in commercial theatres, and to achieve a certain notoriety, the use of a distributor
is essential. In addition, certain government support programs for film production are conditional
upon a distribution agreement for the final product.

8 According to BBM data for 2011-2012 published in CRTC (2013), Canadian programs received 63% of
television viewing on Canadian stations in the francophone market in Quebec, but only 44% in the rest of
Canada.
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Cinemas share box office receipts, net of certain expenses, with distributors. The actual revenue
sharing varies depending on the number of weeks during which a film has been showing: the
distributor’s cut being generally higher in the first two weeks than in subsequent weeks. Overall,
however, according to Statistics Canada data, the remitted amounts are equal to around half of box
office revenues.
Given the abundance (number of films) and strong marketing (number of copies per film) of
American films in Quebec, and the exclusivity of their primary distribution by the Majors who
financed them and who own worldwide rights, the total value of payments to foreign distributors is
greater than the value of payments to local distributors.
4.3. Other windows
Feature films are first available in cinemas, then on VOD and home video, then on pay TV, specialty
television and, finally, conventional television. Television programs can also be commercialised in
other markets: in home video and VOD, as well as on stations other than that of the first
broadcaster. Feature films and television productions - both original works and concepts - are also
sold to markets abroad, often after dissemination at home.
In the case of feature films, all these other markets are more important sources of revenues than
movie theatres. Although the values on these different subsequent markets are unknown, the
relative size of retail distribution revenues reflects the weight of one of them, namely that of the
home video market. In Quebec, this market provides more, albeit rapidly declining, revenue to
distributors than exhibition. However, only a portion of these revenues comes from the distribution
of feature films. The rest comes from television series, productions intended for the home video
market, performance and sports videos, and even videos originally available on the Internet.
Moreover, despite the pervasiveness of linear television in the audiovisual landscape, VOD has
more and more users and generates increasing revenues. For statistical compilation purposes,
data on regulated VOD services are grouped with the data for S-P and PPV services9. However,
the programming activities differ, and these services are rarely involved in financing original works.
Finally, with the progression of digital media, the very concept of VOD has evolved since first being
offered by cable companies.
4.4. Digital media (DM)
The multiplication of digital works, the growth of digital modes of supply and the arrival of new
businesses alter the film and television landscape. This transformation, however, cannot yet be

9

PPV data also includes nVOD offered by satellite television.
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quantified in monetary terms. Thus, flows related to digital media in the diagrams are largely shown
as dotted lines, with no indication of their magnitude.
“Digital media” comprises channels of communication (such as those used by Internet or mobile
platforms) that:
•

require that the content be available in digital format;

•

require a means of dissemination and consumption that is particularly suited to digital
formats rather than analogue or physical formats;

•

are designed for the electronic transmission of content

In what follows, the term "digital media services" refers chiefly to services that disseminate digital
content and the term “digital media works” refers to audiovisual works designed primarily to be
viewed on digital dissemination services. At present, digital media services offer mostly content
originally conceived for conventional media.
We also use the expressions “over-the-top”’ services to distinguish these services from those
belonging to the system built over the years within a precise regulatory framework and different
from the existing presentation windows, that are linear television, regulated VOD and PPV, film
exhibition and retailing of physical video. The emergence of digital media makes an already
complicated and elaborate system even more complex, while fostering a convergence among the
various players in the fields of film, television and telecommunications.
In the complete flow diagram (figure A1), these DM services are shown both as independent
services and as services affiliated with BDUs and broadcasters. They can also be subdivided
according to their business model and their relationship to other types of services:
•

Walled-garden-type independent digital media (transactional or subscription) or free, either
national or foreign;

•

Digital media affiliated with existing programming services or access services. Some of
these digital media services are free, some require payment, others are obtained free of
charge with a subscription to the main service (authenticated services).

•

Autonomous producers-distributors (producers distribute and disseminate their works on
their own site or on an open-to-all site like Youtube).

Obviously, there are flows between consumers and services that must be paid for. There are also
flows between digital media, including free services, and companies and other private or public
entities. In the traditional television model, consumers spend several hours per week viewing
programs and thus form a captive audience for advertisers. This aspect of the television business
model persists and appears to be a logical basis for the supply of audiovisual productions on other
platforms. The value of these advertising expenditures and corresponding revenues is unknown,
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but potentially large enough for linear broadcasters to reproduce the free-to-view model on their
digital platforms.
Insofar as offering digital media services is used to attract a clientele to telecommunication or BDU
services and are offered free of charge exclusively to subscribers, there is also a possible flow from
telecommunications services and BDUs to digital media.
For the acquisition of content, these services can go through conventional distributors or through
intermediaries specialized in digital media. On the other hand, disintermediation being possible,
there may be payments directly to rights holders, i.e., to producers of digital media works, or to
conventional media outlets or mainstream broadcasters having acquired dissemination rights for
all platforms. There may also be flows between digital media services, search portals or reference
and review sites. No assessment of the value on these associated streams is available.
5. Distribution
Distribution is an intermediate function between the producer and the presenter. However,
distributors exert a much broader role than merely shipping a product from one point to another.
They are the primary agents responsible for the marketing and promotion of films and television
shows, apart from the first broadcast since TV shows generally benefit from pre-sales to
broadcasters. Distributors’ activities have logistical and strategic dimensions. They establish the
conditions under which a production will be distributed (territory, the duration and scope of
distribution rights, dissemination platforms, the form of financial commitment to secure said rights,
etc.) and the marketing strategy for each film or production they handle (the release dates for each
window, the magnitude of the promotion and advertising budget, the number and the nature of
cinema screens and points of sale or rental, and the presence of the work on digital media services).
The logistical dimension includes obtaining ratings visas, the production of copies for movie
theatres10, creation and production of promotional material (movie trailers, posters, print
advertising) as well as the preparation of DVDs and Blu-ray discs intended for retailers. The same
distributor can also take on sales to certain foreign markets.
Additionally, distributors contribute to production financing, essentially through pre-sales or
advances (guaranteed minima). By signing agreements with producers, they gain the right to
distribute a product and receive a portion of the revenues arising therefrom. In addition, they make
certain types of projects eligible for public funding.
In short, distributors must acquire the rights to distribute works, create promotional campaigns and
find buyers who will present the work. In general, the income a distributor receives from each work

10

This reproduction aspect has changed significantly with the adoption of digital projectors in cinemas.
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is proportional to the success of the work in question. For example, in the case of feature films, the
distributor’s share is established as a proportion of box office receipts, after deduction of the “house
nut”, and this proportion decreases depending on how long the film stays in theatres.
In Quebec, there are two categories of distributors. On the one hand, there are “special” permit
holders, the Majors, essentially the large American integrated studio producers-distributors. On the
other hand, there are holders of general permits, which are granted exclusively to Québec
companies. In both cases, permits are issued by the Régie du cinéma. Furthermore, supply is
different depending on the type of distribution permit because the Majors can distribute only their
own productions, or those for which they hold the worldwide rights. Quebec distribution companies
compete for national productions and other foreign productions. Since movie theatre attendance
and the consumption of home video is concentrated on U.S. films and videos, flows from presenters
and retailers to distributors move mainly to the majors.
Distributors can play a different role when it comes to television productions. For example, they sell
certain types of programs to broadcasters, but can also sell concepts and formats. Yet, producers
of television programs often deal directly with broadcasters, especially for original productions, for
which they must have an arrangement with a broadcaster before receiving public funding.
The distributor’s influence can be important when it comes to broadcasting films on television and
on VOD. Unfortunately, the breakdown of distributors’ revenues – as well as the breakdown of
expenditures by broadcasters - according to the type of production (feature films, television or
online original) are unknown. Revenues from the distribution to broadcasters, VOD and digital
media services or from abroad are also unknown at the provincial level.
As for outflows, distributors’ expenditures are a reflection of their different activities. For example,
rights, royalty and licensing costs are associated with the acquisition of works to be distributed. The
costs of goods sold as well as advertising, marketing and promotion expenses are all associated
with the marketing and commercialisation of productions. Unfortunately, no reliable data on the
breakdown of these expenses for distributors in Quebec is available. Outward flows indicated in
the diagram measure only the contribution distributors make to independent production financing
and are quite thin.
6. Production
Production in the film and television domains involves a series of processes that make an original
project available to the public in an audiovisual form (with sounds and moving images).
In general, there are two classes of production: independent or not. In the case of television
production, programs are produced by broadcasters (local stations or networks), by companies
affiliated with broadcasters, or by companies who have no ownership connection with a
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broadcaster. The first case refers to in-house production, the second to affiliate production and in
the third to independent production.
A movie can come from a company that combines production and distribution, or from one that has
no ties to other companies. This latter case applies to independent production. Since distribution
and production activities in Canada are not as integrated as much as elsewhere in the world
(notably in the United States with the Majors), national film production in Canada is typically
independent.
As for digital media production, it can, in principle, occur in-house by disseminators, by affiliated
companies or independently. However, we have no data to establish the magnitude or the
functioning of these modes of operation. At first glance, digital media services do not appear to
have significant production infrastructure, which would imply little in-house production. Independent
DM or over-the-top services may nevertheless be at the origin of projects using independent
producers. In contrast, services affiliated with a broadcaster or a Major would have access to
production facilities.
There is, of course, self-publishing: a producer delivers his or her videos to the public using existing
dissemination services such as iTunes, YouTube, DailyMotion or Vimeo or offers the product for
viewing on their own web site or mobile application. In the first case, the producer is in competition
with other producers for visibility. In the second case, the producer competes directly with other
sites for audiences, advertising resources and other possible income. In either case, independent
producers do not have the same options or distribution costs as large media companies or
integrated entities. It remains to be seen to what extent the separation of specialized production,
distribution, and dissemination will continue or intensify when an expanding segment of the system
is not regulated.
The flow diagrams include several types of production: in-house and affiliate production,
independent television production, national (independent) film production, digital media production,
foreign production and technical services. The partial diagram (figure 5) summarizes inflows
beginning on the left side according to source (broadcasters, distributors, foreign producers, other
private sources and public sources). Flows relating to funding eligible for the Quebec film and
television refundable tax credit (independent production, essentially) are in the centre, grouped
according to whether they come from private sources, co-producers or public bodies. Finally, on
the right side are flows to production houses, technical services companies and authors/creators.
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Figure 5

On the left-hand side of the diagram are the principal sources of inflows. In the center, the sources of financing
for eligible independent production are aggregated according to whether they originate with private domestic
sources, public sources or co-producers. On the right-hand side are the production entities that receive these
flows according to the type of production or service.
See the appendix for additional reading notes pertaining to the flow diagrams.

A producer may acquire an original project (scenario, rights, etc.) or may create it him or herself.
This fundamental asset in hand, the producer must put together a complete financing package and
undertake certain preproduction activities before moving on to the next stage. Once a project is
green-lighted, the producer begins the actual production, which includes filming and postproduction, and requires the use of several technical services. Most often in Quebec, production
houses rely on external suppliers for post-production and other technical services; in some cases,
the production company does the work itself.
The description of inflows associated with production is presented in three parts: in-house and
affiliate production, independent production and services production. A lack of data on digital media
severely limit what can be indicated in these flows.
6.1. Internal and affiliate production
In-house production is largely funded by broadcasters and carried out by them. They can also
entrust certain projects to production houses they own at least in part. These two modes of
production are used mainly for certain programming categories, including news, sports and
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programs of general interest. These genres are largely ineligible for public funding. Moreover, inhouse and affiliate production is normally ineligible for the Quebec tax credit for film and television
production (QTC).
Consequently, flows for in-house and affiliate production originate in large part from the
broadcasters themselves, although non-metropolitan conventional television stations also receive
money from the Local Programming Improvement Fund (LPIF), created from contributions by
BDUs, in order to strengthen dissemination of local production, particularly local news
programming.
6.2. Independent production
The nature of financial flows entering independent production differ depending on whether it is
television production, film production or works for other platforms. Financial flows with entities
operating at the distribution and dissemination stages appear in two phases: before the actual
shooting begins, i.e. at the financing stage in the form investments, pre-sales, guaranteed minima,
etc., and, after the presentation of the work with remittances to the producer of any net receipts
(the producer’s share).
In addition, independent production can be classified into two categories: production eligible for the
Quebec film and television tax credit (QTC) and ineligible production. The QTC applies only to the
works of certain genres (fiction, drama, documentary, variety, magazine, animation) and the volume
of eligible production is often used to gauge the volume of independent production. However,
broadcasters often rely on independent producers for certain types of programs, such as galas,
reality TV and game shows, which are ineligible for the QTC. It should be noted that the amounts
for this purpose are included in the diagrams with expenditures by broadcasters for independent
production (blue arrows), but not in the flows for the financing of eligible independent television
production (purple arrows).
In the case of film production, the flows between producers and broadcasters relating to broadcast
rights may coincide with funding if sales take the form of pre-sales. However, the low share of
broadcaster contributions in the direct funding of films suggests that these flows do not have a
strong impact on the final go ahead of a project. Sales of rights subsequent to the completion of a
project are usually the purview of the distributor.
As discussed in the following sections, eligible independent production inflows are broken down
into four parts: private funding, public funding, contributions from co-producers and the producer’s
share of net receipts. Funding comes at the beginning of the process; the producer’s share comes
after and depends ultimately on the success of the production.
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In contrast to in-house production, independent production financing is fairly complex since it is
fragmented among many public and private sources. Each type of contributor plays a role in the
value chain and has his or her own objectives and constraints. Some factors such as the scale of
public support, the contribution from co-producers and the distribution of the risks associated with
the investment compared to the distribution of the “benefits” ultimately derived are important
factors.
Funding can be broken down according to the type of source (private, public and international) and
depending on the type of participation. The type of participation depends on the nature of the
potential benefits for the contributor. Given this paper’s objective of highlighting the relationships
between the stages in the chain, we adopt a description based firstly on the types of participation
and identify four pillars of financing: contributions from companies that make up the system, direct
government assistance, fiscal measures and contributions from co-producers.
6.2.1. Private funding
To begin, pre-sales and advances are the main sources of private funding. This type of participation
is part of the agreements with broadcasters, distributors and exporters. More than any other type
of participation, it constitutes a kind of income from sale. In exchange for their participation,
broadcasters, distributors and exporters acquire certain rights over acquired productions and the
revenues arising therefrom, either by distributing them in different markets (cinema, home video
retailing, VOD, etc.), by selling airtime to advertisers during their broadcast or by promoting
subscriptions to television services that air these works. This type of participation allows the
purchasers of rights to retain an important part of the final revenues because they are the first to
be able to recover the funds advanced. As mentioned previously, distributors receive a percentage
of movie receipts, from which they can deduct their expenses, disbursements and commissions
before sharing any amounts with producers. Broadcasters receive advertising revenues and
subscription revenues. However, the programming choices and promotion efforts of broadcasters
and distributors influence the success of the presented works and, therefore, the amounts
recoverable.
For independent television production, presales to broadcasters are the largest source of private
funding. In addition, to qualify for financing under the Canada Media Fund’s (CMF) Performance
Envelope Program11, a producer must have a confirmed broadcaster. Given the importance of this
funding for the producer and for broadcasters, and in light of the explicit link between the calculation
of allowances and the success of previously funded shows, a broadcaster’s programming choices

11

This the CMF’s most significant funding program. It targets “convergent” projects, that is, projects that are
distributed on at least two platforms, one of which must be television.
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are very important. Moreover, the largest component of funding granted by the CMF consists nonrefundable license fee top-ups and refundable advances. The rest consists of equity financing.
An investor’s participation in financing imparts a claim on a share of a production’s eventual profits
proportional to the sums invested, in the event the production is a success. Although "investment"
makes one think of the private sector, it is a particularly common form of participation used by
government funding programs (the SODEC and Telefilm Canada). However, returns to investors
must take into account the different levels of recovery for the different contributors. As described in
the section on the producer’s share (section 1.6.2.4), there is rarely much return on investment.
Add to this portrait that other businesses and private institutions inject sums through sponsorships,
loans and other means, that BDUs provide grants from independent production funds they are
required to established, and that the artisans associated with production also contribute to
completing the financial structure through deferred remuneration, it is easy to understand that
private sources are very diverse.
Pre-sales and advances, a portion of investments, deferred payments and contributions from BDUs
represent the bulk of financing coming from entities that make up the fields of cinema and television:
Collectively, these contributions form the first pillar of the financing of independent production and
are worth approximately 40% of total financing.
6.2.2. Public funding
Next, for eligible film and television productions, support from public funds is crucial. Many
government programs have the same overall objective, to support the domestic industry. Yet, each
program or measure targets distinct, albeit complementary issues (uncertainty of creation,
development, storyboarding, innovation, producer’s share, marketing, expanding external markets,
and so on).
In addition to direct aid (grants, investments, license fee top-ups, etc.), fiscal measures, namely tax
credits for film and television production, have considerable weight in the financing of eligible works.
These credits are simultaneously a public contribution, a production incentive, a component of the
financial package, an investment and a form of income for producers.
These tax credits, based mainly on labour expenditures12, can typically be analysed as a reduction
in the costs of production and, in theory, involves an opportunity cost for the treasury. However,
the amount of the credit is anticipated beforehand by the producer and its inclusion in the financial
structure allows him or her to reconcile the costs of a project with the resources ultimately available.
It allows budgets to be balanced and thus facilitates the ultimate approval and green-lighting of a

12

Part of the credit may also be based on all-spend.
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project. However, the approved amounts are paid only once the production is complete and
expenses are verified. In the meantime, producers rely on interim financing from financial
institutions or the SODEC.
Moreover, the amount of the Quebec tax credit supplements the producer’s balance of net
revenues, if any, remitted by the distributor. This advantage given to producers relative to other
investors is designed to solidify and stabilize their financial situation.
Companies belonging to the fields of cinema and television, who provide private funding, fiscal
measures and the trio of public agencies which are Telefilm Canada, the SODEC and the CMF,
are three of the four pillars of funding of eligible independent production. Co-production provides
the fourth pillar.
6.2.3. Funding from co-producers
The number and value of co-productions varies greatly from one year to the next, but the average
co-production budget is generally higher than that of uniquely Quebec productions. Due to their
volume, co-productions force a rethinking of the role of foreign markets and the place for local
cultural elements. Co-production is not only, nor mainly, an injection of foreign capital. It is governed
by many treaties which specify the responsibilities and privileges of stakeholders, including with
respect to the application of tax regimes and labour policies as well as the distribution of certain
tasks. Co-production gives access to foreign capital for production, but also opens other markets
for the presentation and marketing of films and television programs. It should be noted that the
contribution of co-producers in the flow diagrams refer to international co-productions as well as
interprovincial (Québec-Canada) co-productions. The weight of co-producers’ contribution varies
significantly from one year to the next.
6.3. Producer’s net
Previously mentioned flows associated with production were related to the financing of works,
whereas this stream relates to subsequent receipts. The producer’s share refers to the net income
resulting from a production’s dissemination across all the different windows, received generally
through the distributor and that will ultimately serve to repay or reward others who participated in
the financing. The actual amounts for Quebec productions are generally low and insufficient to fully
reimburse all investors, but remain a contractual element worth noting.13
For example, the share of box office receipts paid to distributors is rarely enough to cover the latter’s
expenses, commissions, advances and guaranteed minima. There is thus only exceptionally, any

13

In the study by Gill and Audet (2008), the producer’s share for feature films produced between 1998-1999
and 2003-2004 in Quebec amounted to 18 % of distributors’ gross revenues
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producer’s share at this stage. However, presentation outside Quebec and on subsequent windows
can generate additional revenues for several years and may eventually justify a return (net revenue)
to the producer.
The residue from this net revenue, after payment of deferrals and subtraction of the producer’s
management fees, is then redistributed between investors and the producer. The recuperation rules
for films produced in Quebec stipulate that any amounts are first shared on equal terms with other
investors. The producer can recover his or her own investment plus an amount equivalent to the
Quebec tax credit before moving on to the next recuperation step.
For producers of television programs, recovery is somewhat different, because there is no
"producer share" of broadcaster revenues. Income takes the form of broadcast licensing rights, and
subsequent revenues for television productions come mainly from sales on foreign markets and
other dissemination windows.14
6.4. Technical services and services production
This section covers to three categories of services: those associated with national production
activities, those carried out for foreign productions and those provided to firms belonging to other
parts of the value chain, such as dubbing contracts for distributors.
The tasks in question are generally carried out by establishments belonging to the technical
services industry. This industry offers a multitude of services to producers, distributors and
broadcasters. In fact, it is relied upon at all stages of the chain of value, but for different types of
activities, including, among others, set services, equipment rental, audio and visual editing, special
effects, dubbing and subtitling, reproduction and printing of DVDs or Blu-Ray discs. Some
companies even work on the design and development of technical equipment. We can also include
in this industry, companies (information technology firms, Web developers, etc.) that supply tools
for the distribution and dissemination of content on digital media platforms. The flows into technical
services therefore originate at three of the different links in the chain.
Services carried out in Quebec for foreign productions (foreign shooting) are referred to as “film
and television services production” and involve activities covered by the Quebec film and television
production services tax credit (QSTC). This production goes through Quebec service companies
(a Quebec production house or a Quebec company affiliated with a foreign entity) and relies on
local provision of a number of technical services, including special effects, equipment rental and

14

According to the study by DeRosa (2011) of projects supported by the Canadian Television Fund and the
Canada Media Fund, the amounts recouped are small compared to the size of the investment. For the period
analysed (1995-1996 to 2008-2009), the recuperation rate was 5.5 % (not the return, but the recuperation!).
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laboratory services. The amount of the allocated tax credits and the Quebec share of the production
budget are indicated in the flow diagram.
7. Content creation and development
The creation phase serves to clarify an idea, circumscribe different elements of the storytelling and
conceptualize the actual making of a production. All of the activities associated with this stage (the
acquisition of rights, scriptwriting, development, pre-production, etc.) require significant financial
resources. Yet, much of the resources expended at this stage come from the creator’s own funds
and the time and effort the author himself or herself dedicates to the project in exchange for
compensation consisting mainly of symbolic gratification, sometimes supplemented by financial
assistance from a government agency. Two types of public funding are available: assistance
provided to production companies (in the context of support to the industry) and grants delivered
directly to authors and screenwriters.
Millions of dollars injected at this initial stage of the process represent only a drop in the bucket
compared to the whole of monetary values throughout the system. Yet they are indispensable to
the existence of an audiovisual industry that provides dynamic input for the expression of Quebec
culture.
Finally, the use of the different rights attached to an audiovisual work is a source of revenue for
content authors. There are several types of rights: including rights of use and reproduction of the
final work or parts of the work (music, script, concept, etc.) and the rights associated with the
intellectual property acquired by the producer, existing rights on which the production is based (as
in the case of a book adaptation), as well as rights for derivative products. The value of these rights
would be included as inflows to creation if they were known.
8. Flows between Quebec and foreign markets
The geographic proximity between Canada and the United States should, in principle, simplify
collaboration and partnerships. This situation potentially opens a huge market for audiovisual works
originating in Quebec, but also facilitates importing non-Quebec productions. However, Quebec’s
linguistic distinctiveness and the sparse presence of the French language in the rest of Canada
have as a consequence that the domestic market for most Quebec films and television programs
is limited to its own territory whilst the demand for Canadian programs and movies from outside
Quebec is weakened. From the consumption point of view, a certain "cultural discount" can be
observed in the dissimilarities with markets in the rest of Canada (namely, greater viewing of
Quebec productions in Quebec than of Canadian productions in the rest of Canada). However,
from the production point of view, constraints and opportunities extend well beyond provincial
boundaries, especially with respect to funding and the availability of human and technical
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resources. In many respects, if proximity to the United States is significant for imports, it is even
more so for production activities including services rendered to foreign producers.
Geographic boundaries are also critical when it comes to programming rights and territorial
distribution rights. Television broadcasting rights are generally sold and purchased separately for
each country, a practice based on each State having jurisdiction over the airwaves. However, the
distribution rights to cinematographic works can be global or regional. These rights are not “natural”,
but conventional and legal; their continuation and the structure of associated inflows and outflows
depend on the evolution of the political, cultural and economic conditions that favoured their
establishment.
Many of the flows previously described involve exchange between Quebec and abroad. They
include, on the one hand, payments to non-residents of Quebec for foreign products or for services
rendered by foreign entities and, on the other hand, payments received non-residents by Quebec
firms for domestic products or services. These transactions imply imports and exports, but also
contributions from distributors and foreign broadcasters, and a large part of co-production financing.
Conceptually, inward flows are similar to export values. In the diagram, they are related to the
following items:
•

The value of foreign film and television shooting

•

Financing from distributors and foreign broadcasters

•

The subsequent sales of movies, television programs and concepts abroad

•

Technical services carried out for foreign companies. This includes certain services, such
as reproduction and dubbing, which may be performed independently of a shoot on
Quebec soil.

•

The contribution of co-producers

Outward flows are akin to import values. In the diagram, they are associated with the following:
•

Affiliation payments from BDUs for non-Canadian pay TV and specialty channels. In
principle, television services distributed in Canada are Canadian under the Broadcasting
Act. However, the distribution of some non-Canadian services is authorized, and BDUs
provide a share of revenues from subscriptions to the foreign owners of these services.

•

Spending by broadcasters for non-Canadian programming

•

Royalties paid by exhibitors to foreign distributors and the amounts paid by retailers as a
function of the rental or sale of home videos.

•

Purchases by consumers through foreign sellers, including for content purchased over the
Internet, the value of which is unknown

28

Today, consumers are able to acquire massive amounts of audiovisual content by means other
than through a cable or satellite television service provider or at physical places of commerce
(theatres, drive-ins, video clubs and retailers). Increasingly, OTT services compete with legacy
incumbents to fulfill the demands by consumers for television programs, movies and videos of all
kinds. However, the largest of these alternative service providers are foreign entities. The effect
the availability of these services have on consumers’ habits has motivated more and more
Canadian companies to create competing services.
Finally, lines are included for flows between producers and digital media services. Quebec
productions can effectively be found on foreign digital media services requiring that consumers pay
for content, and foreign productions are found on Canadian services. However, no indication of the
value of these flows between producers and digital media is available.
9. Conclusion
Film and television industries are not only evolving and transforming, they are subject to multiple
shocks from all sides and are undergoing considerable upheavals. In this environment, actors
belonging to each component of the system are under pressure. The unpredictable arrival of a new
protagonist at a point in the chain or a strategic change by an incumbent player can disrupt the
entire industry.
This study presented a statistical portrait of the value chain, described as the series of economic
interactions between the different stages of said chain. The analysis it makes possible highlights
geographic, cultural, economic, technological and political factors in a framework appropriate to
each subject and underscores their incidence on financing, on supply as a function of markets and
platforms as well as on consumption. Convergent and disruptive elements that are a part of the film
and television ecosystem are also discussed.
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Figure A1

Appendix

30

Reading notes to figure A1 and figures 3, 4 and 5
These figures illustrate financial flows between the different stages of the film and television
domains in Quebec. Figure A1 includes all measured flows as well as many relevant but
unmeasured flows. Figures 3, 4 and 5 are partial pieces of the complete figures. Some of the flows
shown in the complete diagram are hidden or aggregated in the partial diagrams to simplify the
presentation.
The thickness of the lines is proportional to the size of flows: a broader line means a higher value.
Flows are in millions of dollars (M$) and generally refer to 2012 or 2011, but some values refer to
2010 or earlier since more recent data is not always available.
Dotted lines indicate that the value of a flow is unknown. Black solid lines indicate a zero value for
the year in question.
To avoid weighing down the diagram even more, expenditure which is not mainly associated with
the production, distribution or diffusion of content; for example, administrative and overhead costs,
technical equipment costs of broadcast distribution undertakings, and operating profits are omitted.
These figures are built largely from data on the household spending, business incomes and
expenditures derived from official surveys, and administrative data from different Quebec tax credit
programs. A list of the specific sources is provided below. Data tables are available upon request.
An asterisk (*) indicates an approximate value.
DM = digital media
Data labelled as eligible independent television production covers television production,
documentary production and animation.
Data labelled as eligible film production covers feature films as well as short films and medium
length films.
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Data sources
Canadian Radio-Television and Telecommunications Commission (CRTC)
• Addendum to Statistical and Financial Summaries for Conventional Television and Pay and
Specialty Services
• Aggregate annual returns pursuant to Broadcasting Regulatory Policy CRTC 2009-560.
• Broadcast Distribution Financial Summaries, 2008-2012
• Conventional Television Financial summaries, 2008-2012.
• Individual Pay, Pay-per-view, Video-on-Demand and Specialty Services Financial
Summaries, 2008-2012.
• Pay, Pay-per-view, Video-on-Demand and Specialty Services Financial Summaries, 20082012.
Statistics Canada
• CANSIM tables:
203-0021 - Survey of household spending (SHS), household spending
203-0027 - Survey of household spending (SHS), dwelling characteristics and household
equipment at time of interview
353-0003 - Operating and financial summary of the cable and other program distribution
industry
357-0001 - Television broadcasting industry
361-0011 - Film, television and video post-production, summary statistics
361-0012 - Motion picture theatres, summary statistics
361-0014 - Film and video distribution, summary statistics
361-0016 - Film, television and video production, summary statistics
180-0003 - Financial and taxation statistics for enterprises
• Additional data :
Motion picture theatres 2012: Statistical tables, Profile of the motion picture theatre industry
OCCQ Surveys
• Enquête sur les industries des services techniques aux producteurs de films, d'émissions
de télévision et de publicité
• Enquête sur les projections cinématographiques
Other data
Information compiled by Institut de la statistique du Québec, Observatoire de la culture et des
communications du Québec based on aggregated or raw data provided by :
• Nielsen VideoScan inc.
• Régie du cinéma.
• Société de développement des entreprises culturelles (SODEC).
• Canada Media Fund.
• Telefilm Canada
• Ministère de la Culture et des Communications (based on Mediastats, 1996-2009; Institut
de la Statistique du Québec, Perspectives démographiques du Québec, 1996-2041 et Faits
saillants de l'évolution des ménages privés au Québec, 2001-2051.)
Data drawn from publications
• Canadian Media Production Association (2011). Profile 2013. Economic report on the
screen-based production industry in Canada
• Canadian Radio-Television and Telecommunications Commission, Communications
Monitoring Report 2013
• Société de développement des entreprises culturelles, Annual Reports
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