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CANAD

In June, Sheila Copps and the Heritage Ministry will announce guidelines for the disbursement of the

new Canadian Magazines Fund, a three year $150 million federal program intended to support Canadian

owned and controlled magazines and periodicals with a minimum of 80% Canadian editorial content.

The fund was announced after the U.S. government took Ottawa to task over its discrimination

against large American magazines (Sports lllustrated, Time, etc.) which were producing split run

editions for the Canadian market. For a major American publisher this small additional print

run provides the opportunity to sell space to regional (i.e. Canadian) advertisers utilizing
the same content but incurring only marginal additional costs.

The Americans felt that Canadian policy was in violation of the North American
Free Trade Agreement and took their case before the World Trade Organization, an
international body which rules on trade disputes. In 1997, the WT'O ruled in favour of
the U.S. This triggered a renewed determination by Ottawa to find other ways to pro-
tect the livelihoods of Canadian magazine publishers from split run publishing.

But is it split run publishing alone that our magazine industry should fear?

how do we compare globally?

Although subscriptions, single copy sales and miscellaneous income from list

rentals and other sources can bolster a magazine’s bottom

line, these are not the core publishing

revenues. All commercial magazines de-
pend primarily on advertising sales.

Let’s review a few selected facts and
figures on global magazine advertising expenditures
(all expressed in Canadian dollars) :

e On the 1998 Advertising Age list of top revenue-
producing magazines in North America,
the entire Canadian magazine industry
would have ranked fifth, with a
gross income of approximately
$1 billion, significantly be-
hind TV Guide ($1.7 bil-
lion), People ($1.6 billion),
Sports Illustrated ($1.3 bil-
lion) and Time ($1.2 billion).
The vulnerability of the
tiny Canadian magazine indus-
try to U.S. publications can be
quickly guesstimated. Imagine a



scenario in which the ten largest U.S. periodicals (with revenues
of almost $12 billion) think they might be able to increase their
gross revenue by four per cent (for argument’s sake) by tapping
into a potentially receptive regional market like Canada. The
Canadian magazine industry would suddenly find itself compet-

ing for $480 million in sales, or about half its revenues.

e Lor every dollar per capita spent by advertisers in Canadian
magazines in 1998, advertisers in the United Kingdom spent

$5.23, German advertisers spent $3.93, and Americans $3.66.

As weak as this comparison appears, it gets worse. Our nation-
al rate of ad expenditures camouflages the fact that Canada’s
French-speaking market maintains a strong, selfsustaining maga-

zine industry, without which these figures would be even weaker.

® On the 1998 list of the top ten advertising markets in the world,
Canada ranks ninth (total magazine advertising revenue $650
million, $21.30 per capita), well behind Italy ($1,566 million,
$24.08), Brazil ($1,056 million, $6.50) and Australia (5924 mil-
lion, $44.30), and ahead of South Korea ($294 million, $7.76).
Comparisons with Australia, a country of comparable size,
population, language and gross national product per capita, high-
light the relative indigence of Canadian magazine publishers.
The Australian market enjoys advertising income per capita that

is more than double that of Canada.

e As a percentage of the total advertising pie (including televi-
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sion, radio, newspapers, etc.), Canadi-
an magazines receive about 7% of all
advertising dollars; this contrasts
sharply with countries such as the Unit-
ed Kingdom (23%), Germany
(24%), France (23%) and
even the U.S. (13%).
The discrepancy be-
tween advertising dollars
per capita spent in the
United States and Canada
is often justified by the
American media’s penetra-

tion into the Canadian mar-

ket. But moreover, Ameri- \

can magazines’ share of all VJ/
available advertising dollars

is almost twice as much as \ '

their northerly counterparts.
e In 1997, General Motors
spent $665 million in adver-
tising in American magazines
alone, a figure which exceeded the
total dollars spent by all advertisers

in all Canadian magazines (and

GM actually chopped its magazine

ad budget by 20% from the year be-

fore). The company’s total Canadian advertising budget of
$140 million for all media (more than twice as much as the
federal government) also took top position.

This opens yet another dimension to the tenuous position of
Canadian magazines. Paltry Canadian advertising revenues are
subject to the whims and efficacies of American advertisers (and
their Canadian branches), who buy a substantial percentage of
Canadian magazine ads. Three of Canada’s seven biggest adver-

tisers overall are American corporations: General Motors, Procter
& Gamble and Sears Roebuck.

Comparison of annual magazine advertising expenditures by country
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Many U.S. advertisers already believe that “spillover” from ad-
vertising in American publications adequately reaches the Cana-
dian market (a problem from which newspapers and other media
do not suffer). If more U.S. advertisers perceive their own maga-
zines as delivering sufficient penetration into Canada, how will
Canadian publishers prevent their ad revenues from evaporating?

e In March/2000, U.S. magazines sold over $2 billion in advertis-
ing, an increase of 12.2% over last year; in February, sales were

about $1.8 billion, up over 15%.

At this rate, U.S. magazine ad revenue this year will be more
than thirty times our total. Double digit growth and a buoyant
economy might even spur some American publishers to examine
expansion into their only neighbouring English-speaking market.

the canadian magazine industry

Let’s look at a few statistics on the Canadian magazine and peri-
odical publishing industry:

e For every dollar that advertisers spend on newspaper advertis-
ing in Canada, they spend only 18 cents on magazines.
Newspapers are the single largest advertising medium in this

country — even larger than television (although not by much).
Advertisers demonstrate confidence in the effectiveness of print
advertising daily, which makes magazine publishers’ minimal

share of advertising dollars
Estimated breakdown of Canadian

. . . even more perplexing.
advertising by medium

® a 1995 StatsCan study
showed that 86% of Cana-
da’s roughly 1200 publishers
produced one title only;
34% of 1500 magazines were
published by companies
producing multiple titles.
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in this country has been car-
ried more often than not by individuals who simply do it because
they love what they do — putting out a magazine.

However the Canadian publishing scene is overwhelmingly
dominated by three large players: Rogers Publishing (part of the
$538 million per annum Rogers Media conglomerate), Transcon-
tinental Publishing (freshly engorged by its recent purchase of
Telemedia Publishing and now in control of well over $200 mil-
lion in magazine revenues), and the magazine division of Que-
becor Communications (dominant in the Quebec consumer
market). Together these three control more than half of all maga-
zine revenues.

e In the same 1995 report, 54% of the people working in the in-
dustry were part-time or volunteers.

Those individuals who take the plunge into the publishing
field are supported by a large body of equally dedicated people
who are willing to work for little or nothing.
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® A 1997 StatsCan survey of publications showed that 60% of all
Canadian magazines were either special interest consumer
books or business and trade publications, and that over 75% of
their total revenues came from advertising.

A Canadian perspective is highly important to readers of pub-
lications which provide information and insights on vertical mar-
kets, whether they are business or consumer related. These publi-
cations also tend to be the most dependent on advertising rev-
enues for survival, and most vulnerable to foreign competition.

® [n 1997, over two thirds of single copy sales of Canadian maga-
zines and approximately one third of all magazine operating
profits were generated by French and bilingual titles.

The French magazine market is relatively insulated from U.S.
infiltration by its language barrier. The same cannot be said for
English Canadian magazines.

e Although Canadian magazines make up only 20% of all titles
available on news stands, they generate 50% of all sales.
Despite a more limited selection, Canadians like their home-

grown magazines. Nonetheless, declining news stand sales has
been a trend for the last decade, and any Canadian magazine
which is dependent on news stand sales for its existence does not
face a very promising future.

role of the small publisher

Small magazine publishers are a special breed. They endure long
hours and low levels of reimbursement just for the satisfaction of
seeing their thoughts and ideas take shape in print.

There are no college courses on being a magazine publisher,
no unions or apprenticeship programs, few if any books or arti-
cles. It happens through chance, through osmosis, through per-
sonal impetus. It’s also a business that attracts a higher than aver-
age number of women, many of whom seem to relish the artistic
and literary flavour of publishing, despite its drawbacks.

Canadian magazines with circulations of 20,000 or less make
up three quarters of the industry (over 40% are under 5,000), col-
lect 26% of all revenues, depend on advertising for 72% of their in-
come, and earn average net profits of 10%.

Canadian magazine titles and total circulation have been in
steady decline since 1992. The Heritage Ministry says that “specif-
ic funding will be provided to meet the needs of small- and medi-
ums-sized publishers”. This is vital if Canadians wish to continue
to have a choice of domestic niche magazines.

broad strokes and fine sfrokes

Not long after the announcement of the Canadian Magazines
Fund, I had the pleasure of a lunch meeting with Tara Rajan,
Heritage Ministry manager of periodical publishing policy.

Part of Ms. Rajan’s responsibility is to seek out the thoughts of
members of the Canadian magazine industry in order to establish
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realistic parameters for the Fund. She explained that Ottawa will
take a bilateral approach to its $50 million per year investment.
Some funding will be formula-based, meaning money distributed
to publishers on the basis of, for instance, circulation or category;
the rest will be project-based. It is defining the latter which pres-
ents the biggest challenge.

Over the course of our conversation I suggested a few general
concepts and some specific project ideas that I feel could be im-
portant to the success of the program:

e to work with graphic arts technology vendors and media on
special magazine publishing industry projects and events

e to fund hands-on training in the business and technologies of
magazine publishing

® {0 help publishers make group purchases of printing and paper

e to recognize web publishing as an integral part of the maga-
zine business model and incorporate funding as appropriate

e to assist in financing purchases of hardware and software for
magazine publishing

e to lower Canada Post rates for controlled circulation titles

e to fund the production of materials for magazine publishing
technology education and upgrades

e to provide incentives to the Canadian printing industry for
helping small magazine publishers

e to encourage Canadian publishers to pool resources on things
such as databases, advertising cross-promotion packages, and
editorial and production sharing

e to foster the independent spirit of small Canadian magazine
publishers.

In addition, here are a few ideas which might bolster growth
and development within the Canadian magazine industry, along
with how the government could play a role:

e a Publisher’s Mentor Program — subsidizing the hiring of
“publisher’s assistants” for small magazine publishers through
an interview and sponsorship process, possibly in combination
with nominations from approved educational institutions

e a Canadian Publishing Road Show — providing co-op funding

with graphic arts and publishing technology vendors for a
cross-Canada publishing technology show and seminar series

e Publishers” Workshops — funding professional publishing
workshops in cooperation with selected educators in major
cities across Canada to provide training in new publishing
technologies for both print and the web

¢ a CMF/Canadian Publishers Committee — creating a repre-
sentative advisory committee to the Heritage Ministry com-
posed of a selection of Canadian magazine publishers

the prognosis

The Canadian Magazines Fund is a politically noble gesture on
the part of the federal government, but it is clear that pumping
$50 million a year into Canadian magazines can do very little to
raise the industry to levels comparable with other countries.

The fortunes of English Canadian magazines will continue to
be subject to the decision-making of U.S. publications and adver-
tisers. Quebec will continue to support its own stable of French ti-
tles, which will continue to be exempt from U.S. competition.

Small Canadian publishers will continue to exist hand to
mouth. But some will have enough flair, imagination and persist-
ence to buck the odds and grow, joining noteworthy success sto-
ries such as Shift and Cottage Life. Publishers must know their
markets, and produce compelling and visually appealing maga-
zines. Mediocre design and content will no longer be acceptable.

Heritage Canada must have the vision to put a priority on its
pledge to support small magazine publishers. It must funnel the
limited resources of the Canadian Magazines Fund into projects
which will nurture our next generation of publishers and inject a
sense of pride and prestige into the business of magazine publish-
ing, still an important reflection of the Canadian identity.

If so, uniquely Canadian magazines may still have a future. If
not, we will be left with an industry that is nothing more than a
poor clone of the American way, where magazines are simply one
group in the “information product” market.

Comparison of Canadian magazines by publication category
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