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ForeworD

The Future of Digital Content – A France-Canada 
Summit is a unique opportunity to bring together key 
stakeholders to discuss how to build sustainable content 
industries in a new environment. Attendees are already 
aware that developments in networking, hardware and 
software have in the past two decades created new 
forms of content, new distribution channels for existing 
forms of content, new business models and challenges 
and opportunities.

The Summit is jointly presented by the Embassy of France 
in Canada and the Information and Communications 
Technology Council. We have created this document 
to describe some trends in the content environment 
that we consider can help guide discussions at the 
Summit. Each of the considerations raised in this 
discussion paper will be explored through practical case 
studies by practitioners in the field – it is not intended 
to be a comprehensive overview of the digital media 
environment as it exists in many forms, and for many 
audiences. We leave that to your discussion sessions.

Participants are encouraged to avail themselves of 
the expertise and unique perspectives at the Summit 
from public, private, large, small and medium 
enterprises across the spectrum of audio, audio-visual 
and interactive content. It is our sincere hope that 
participants will continue discussions after the formal 
portion of the Summit is over. We do not pretend that the 
two-day event will answer the questions that are posed 
throughout this document. They might, however, be a 
launching pad for continued cross-Atlantic discussion 
and sharing.

We will be capturing the flavour of your conversations, 
your specific recommendations, and any persistent gaps 
in understanding in a document that will be published 
within a couple of months of the Summit’s conclusion. 
We hope you enjoy these discussions, and that the 
overview provided below provokes your own thinking 
in advance of sitting down with your peers to share, to 
learn, and to discuss.

InTroDuCTIon

The Future of Digital Content – A France-Canada 
Summit has as its goal to discuss, share and brainstorm 
the best approaches to achieving sustainable content 
industries in audio, audio-visual and interactive content 
for the future.
 
This framing document is structured in the same 
fashion as the Summit, beginning with an evaluation 
of changing consumer behaviour that is at the heart of 
new challenges and opportunities in these industries. We 
hope Summit participants will take time to consider how 
consumers have embraced new technologies that enable 
choice and provide them with the tools to take part in a 
newly participative content industry. New content forms, 
digital devices, and network architectures are creating 
opportunities to meet audience demands. The section 
concludes with a series of questions related to what 
these new opportunities are.

The heart of our Summit is represented in the second 
theme, Digital Ecosystems – new economic models 
and monetization/sustainability mechanisms. This 
section explores  changes in traditional value chains, 
both the persistent and changing economics of content 
distribution, the various mechanisms by which entities 
can generate revenue from content, the role of social 
media and other promotion tools, the challenge of 
raising capital and a potential role for public authorities 
in incubating and fostering innovative content to the 
benefit of both the industry and public. The section 
concludes with a list of questions to guide discussion 
about how the content industries will succeed in 
generating sustainable revenues in future.

Finally, it is our sincere hope that policy-makers will 
engage fully in these conversations, learning and sharing 
their own challenges. The state’s role is as regulator 
and policy-maker. A section on Regulation and Policy in 
the Digital Content Age provides an overview of current 
approaches to ensuring strong content challenges, and 
how those may be challenged in future. It concludes with 
a list of questions with respect to what approaches on 
the part of policy-makers and regulators might benefit 
the sectors in question.
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ConSumerS AT The heArT oF ConTenT – 
The ConSumer TAkeS DIgITAl Power

In 2012, the environment for the creation, delivery 
and consumption of content is at once both radically 
different from that of ten years ago, but also eminently 
recognizable. Audiences for interactive, audio-visual and 
audio content have today a plethora of choices from 
global and local sources that can enlighten, entertain, 
and inform. The digital revolution has tapped into and 
enabled the urge for autonomy and control of our lives.

Audiences in past had, compared to today, limited 
choices for content. Production tools and marketing 
mechanisms were relatively expensive. There were a 
finite number of channels. It is hard for millennials 
growing up today to imagine a universe in which mass 
market broadcasting entertainment and news was 
essentially available from just a few companies able 
to maintain over-the-air broadcasting facilities, or that 
could build out a cable infrastructure. The ability to 
reach national audiences for the newest music was 
essentially solely enjoyed by well-financed companies 
that could afford to market those offerings through 
complex distribution chains and in the media.

Audiences, however, have never been the homogenous, 
large masses that viewing the content offerings might 
have implied. The opportunity in a digital, networked 
environment is to cater more narrowly to what audiences 
are seeking; to create new markets for content that 
audiences may or may not have known they wanted. The 
opportunity for dialog between creators and audiences 
is now infinite. Those conversations have resulted in a 

A rapidly evolving consumer electronics ecosystem 
and cloud infrastructure is empowering audiences 
to engage with content from around the world and 
to create their own. Through presentations, case 
studies and groups discussions, the Summit will 
explore how technology is enabling new storytelling 
possibilities, new ways to engage audiences, and 
richer possibilities for audience interaction with 
content in their various capacities as citizens. It 
will explore the new role played by audiences at 
the core of value chains as creators, producers, 
aggregators and influencers.

plethora of innovation as creators, working with closely 
with technologists, listen to audiences and re-imagine 
content.

Much of the content, though, that audiences seek 
continues to be that to which they have always 
responded. The opportunity to create richer relationships 
between music consumers and artists exists today as a 
result of tools such as social media. The most popular 
film and television programming continues to be of the 
type that has always driven the industry. But audiences 
are much more able to drive the success or failure of 
that content, and to provide opportunities for a wider 
variety of creators to compete in the marketplace.

Digital tools have put social interaction online and made 
it easier to share content. Recommendation engines, for 
instance, have become a common tool for large number 
of people to share opinions about cultural products: 
books, films, TV shows. On platforms such as Spotify 
and Netflix, audiences have a new ability to speak en 
masse to each other about their content choices. These 
engines facilitate the rapid creation and evolution of 
online communities. These communities can be the 
launching pad for discovery of new voices and content 
that, in a previous era, may never have been afforded 
the opportunity to compete.
 
New digital services are offered by new companies that 
take into account the current trends of personalization, 
interactivity and immediacy. Synaptop‘s browser allows 
anyone to ‘collaborate over the cloud’ — simultaneously 
sharing files, listening to music, chatting, watching 
videos and more. In France, Creadity chose to focus 
on the sharing of musical discoveries. By making this 
page a community, Creadity has brought together over 
1,400,000 fans to date and continues to attract more 
than 2,000 new fans every day. Plemi.com is a social 
concert booking web platform for concert-goers, artists 
and live music professionals through crowd sourcing: 
fans can request a show from their favorite bands in 
their city, either on Plemi’s website or from embedded 
widgets on a Facebook page or a blog. Plemi provides 
an innovative social pre-booking solution, allowing tour 
managers and bookers to make a concert conditional 
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upon the achievement of a tickets pre-sale goal. MXP4, 
a development company of interactive music technology, 
creates new musical game solutions for social networks, 
including the first network game on Facebook: Bopler 
Games. Over 150 top artists (David Guetta, Michael 
Jackson, Pink, Pet Shop Boys, Britney Spears, etc.) and 
major brands (Air France Music and Coca-Cola, for 
example) have used MXP4 web and iPhone applications 
to generate fan support, encourage viral distribution 
and boost sales. MXP4’s first social network game for 
Facebook, PUMP IT, brought together 65 million fans 
across the platform. The company’s products have also 
been integrated in offers from major media companies 
such as Last.fm.

In Canada, the launch of Zik.ca gave the public a 
new continuous music service that also provides offline 
access via mobile devices. According to its designers, 
Zik.ca offers the largest repertoire of Francophone music 
in Canada.

This is true because digital distribution and production 
greatly reduces the costs of distribution. The storage of 
content in the cloud, and broadcasting that does not 
require the ownership of facilities, goes some way to 
leveling the field and disrupting established value chains. 
The jury is still out on the “long-tail” phenomenon. There 
is a market for inexpensively produced content that 
would not have been economical in an environment that 

depended on mass market “best-sellers”. What has been 
demonstrated convincingly by the YouTube juggernaut, 
and the number of hours spent playing video games, is 
that consumers are responding eagerly to new choices.
 
This doesn’t, however, diminish the role that best-sellers 
play in the system. The content with which the market 
spends the most time continues to be the content 
that has always driven the system. Billions of hours 
of television produced for linear channels continue 
to be watched each year, and the music at the top of 
the charts continues its hold on the popular culture. 
This content tends to be professionally produced and 
marketed at relatively great cost. It is the production 
of the content itself, and not the distribution, that is 
expensive. In many cases, consumers are responding not 
to new demands for content type, but to the convenience 
of watching the same content using more convenient 
channels.

It is evident that, today, broadband access is no longer 
the hurdle it was even five years ago to widespread 
use of Internet-delivered content. The chart below 
demonstrates the degree to which, across the OECD, 
most citizens have now adopted broadband as a core 
household service (source:  OECD, ICT database and 
Eurostat, Community Survey on ICT usage in households 
and by individuals, November 2011).
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Widespread broadband penetration of the traditional 
wired type is now being bolstered by wireless 
broadband, spurred by the adoption of smartphones 
powered by operating systems such as Android and iOS. 

Built on top of this core infrastructure, one of the key 
manifestations of new devices combined with the 
cloud has been a new generation of Internet services 
and applications dubbed Web 2.0. Platforms such 
as YouTube, Facebook, Twitter, Flickr, LinkedIn and 
others allow to users to create rich web content with 
little to no technical knowledge. Photos, video, text 

and audio can be created and uploaded to the cloud 
and stored and shared usually for free. A huge new 
social media ecosystem incorporating cloud services, 
social media, URL shorteners, QR code generators, 
as well as content aggregators such as Netflix that are 
tightly-knit with social media have created important 
alternatives to traditional, technology-specific distribution 
channels. The chart at right demonstrates the degree 
to which Facebook, as the social media leader, has 
become ubiquitous in Canadian and French society: a 
majority of online citizens are Facebook users (source: 
Checkfacebook.com). 

One enabler of the rapidly expanding content ecosystem 
has been mobility. Smartphones and tablets are poised 
to become the most rapidly adopted communications 
technology ever. With cameras, accelerometers, 
compasses, GPS, touchscreens and multiple radios, all 
connected to the cloud, smartphones and tablets have 
created new opportunities to content creators to interact 
with audiences in creative, innovative ways.

While observers have noted the potential for service 
pricing to be a barrier to adopting mobile services and 
content, the graphic below, from Comscore’s2012 
Mobile Future in Focus, published in February 2012, 
demonstrates extremely high smartphone penetration. 
This is expected to continue growing.

All of this connectivity and a new generation of devices 
are providing audiences with a newfound ability to 
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create, seek out, share and consume content. In 
response, French, Canadian and citizens of countries 
around the world are eagerly responding.

Cultural content is being increasingly consumed online. 
A GfK study in 2011 found that French audiences listen 
to an average of one hour and 10 minutes of streaming 
content, and one hour and 40 minutes of downloaded 
music each week. Of 18-24 year olds, 80% listen to 
Internet-sourced music according to the same survey.

In Canada, the Canadian Radio-television and 
Telecommunications Commission has published in its 
Communications Monitoring Report that over 55% of 
Anglophone and around 50% of Francophones reported 
streaming Internet audio in 2011.
 
Audiences worldwide have also embraced the Internet 
as a source of video from across the spectrum of user-
generated content to niche content to very popular 
mass market video such as familiar film and television 
productions. According to the same CRTC report, just 
under 35% of Canadians say they watch Internet TV, and 
as many as 65% of Francophones and nearly 70% of 
Anglophones say they watch Internet video. Based on 
September 2011 comScore data, over 85% of the total 
online audience in France watched videos online.

And it is not just personal computers and tablets/
smartphones that are driving viewing to online video and 
listening to online music. As do those devices, games 
consoles are rapidly becoming a significant source of 
online entertainment content, through platforms such 
as the Xbox Live and PlayStation 3 Store. These games 
consoles act as media extenders and convergence 
devices complementing the content on TV screens 
provided by such devices as cable, satellite and IPTV 
set-top boxes. New operators such as Free in France 
have made the Internet available on televisions using its 
Freebox including popular services such as Dailymotion 
and YouTube.
 
Increasingly, televisions themselves are becoming 
connected. According to a 2012 NPD study, nearly 20% 
of all TVs shipped worldwide in Q1 were true smart TVs 
– meaning those have sophisticated operating systems 
and growing app ecosystems. Western Europe saw 29% 

of TVs shipped being smart TVs, and North American at 
18%. France is one of the highest smart TV-connected 
nations, with 18% ownership according to YouGov (UK). 
Connected TVs may spur yet more content consumption 
as these represent the easiest means of having a “lean-
back” experience of content.
 
The effect of all this online content consumption is 
evident in the growth in Internet traffic. Cisco, in its most 
recent Visual Networking Index report, notes that by 
2016, the “gigabyte equivalent of all movies ever made 
will cross global IP networks every three minutes.” Much 
of this traffic will originate, according to the same study, 
with non-PC devices. In 2011, just 6% of consumer 
Internet traffic originated with devices such as tablets, 
televisions and smartphones. By 2016, Cisco estimates 
that this will represent 20%. Also telling, Cisco estimates 
that the amount of video-on-demand traffic will be 
equivalent to 4 billion DVDs per month.

One of the critical changes from older broadcasting 
technologies enabled by digital, Internet distribution, 
has been the new and growing role played by citizens 
themselves in creating content that competes with, 
remixes, complements, or is possibly even entirely 
different from traditional content forms. Instagram 
has over 80 million users creating content using their 
smartphones, shared in the cloud. Facebook announced 
in its IPO that its users upload over 300 million photos 
a day. YouTube statistics indicate that 72 hours of video 
are uploaded to it every minute – 3 hours of that from 
mobile devices.
 
All these devices representing significant technological 
progress, however, are meaningless without audiences 
to use them. At its core, the technology that underpins 
many of the changes in the content industries has 
enabled choice: choice to obtain content from a 
far greater number of creators, content that meets 
previously unfulfilled needs, and content over which the 
audience itself has unparalleled influence. 

Thinker Henry Jenkins, author of Convergence 
Culture: Where old and new media collide, has neatly 
summarized this shift:
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If one considers both evolutions (the citizen as an active 
participant of content creation and the consumer as 
a trendsetter), the question is why consumers/citizens/
audiences have responded so quickly to these. While 
tablets, smartphones and connected televisions have 
apparently achieved rapid market success, their future is 
not necessarily assured. What is needed moving forward 
is a more sophisticated understanding of the various 
audiences for content that are now possible in a world 
in which all manner of content is available outside of 
traditional distribution services. One can speculate that 
the adoption of these devices and services has in part 
been because some facet of audiences’ lives as citizens, 
audiences, learners and teachers and, now, creators, is 
finally able to be addressed. Understanding the human 
motivations of this shifting landscape will almost certainly 
unlock even more future innovation.

This growing fragmentation of the content offer is also 
a challenge for both the industry and the public entities 
with respect to such issues as place and visibility of 
national content, content quality, protection of cultural 
diversity.  

Questions

• In what ways have content industries been 
influenced by changing technology and 
fragmentation of the content offerings? In what 
ways have technology and content offerings 
been influenced by audience demands? How 
can content industries interact with  and 
build on the rapid evolution of consumption 
methods?

In the world of media convergence, every important story gets told, every brand gets sold, and every 
consumer gets courted across multiple media platforms. This circulation of media content—across 
different media systems, competing media economies, and national borders—depends heavily 
on consumers’ active participation. I will argue here against the idea that convergence should be 
understood primarily as a technological process bringing together multiple media functions within 
the same devices. Instead, convergence represents a cultural shift as consumers are encouraged to 
seek out new information and make connections among dispersed media content. [It] is about the 
work—and play—spectators perform in the new media system1. 

• will social media and digital social interactions 
have an impact on the new value chain?

• The cutting edge of consumer electronics are 
represented currently by connected televisions, 
smartphones and tablets. Do consumption 
habits change when audiences adopt these 
devices? what are the key features, if any, of 
those changed habits? That is, does viewing, 
listening or interacting with content change 
when conducted on a new generation of device, 
or is there a simple shift in platform, but not 
audience behaviour?

• what technological changes and digital services 
or platforms will be innovated to meet demands 
as audiences become more sophisticated with 
respect to what is possible?

• As devices, and architectures such as cloud 
storage and computing, become more 
sophisticated, and as mobile broadband 
becomes faster, what new forms of audience-
created content will become possible?

• what challenges are there to greater adoption 
of underlying technologies that enable choice, 
interaction and control?

• Consumers and audiences play a central role at 
the core of the value chain: creator, producer, 
aggregator, influencer. What effect will this have 
on the level of creativity in content industries?

• how has the role of equipment manufacturers 
evolved, and what will be their role moving 
forward as all manner of devices become app-
enabled, for instance?
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DIgITAl eCoSySTemS – new eConomIC 
moDelS AnD moneTIzATIon/
SuSTAInAbIlITy meChAnISmS

What business and sustainability models are 
emerging that will support audio, audio-visual 
and interactive content industries in the new 
environment? Are state and public supports 
appropriately focused today, or is an evolution 
of those required? Do expanded value chains 
require new thinking about content and distribution 
sustainability?

Choice, by way of new content forms and of new 
creators, has created according to most observers 
disruption in the traditional marketplaces for content. 
Writ large, the introduction of new services such as 
social media, gaming including social gaming, and 
the ability to create one’s own content is at once both 
a competitor for audience attention and a means 
of engaging in richer storytelling when employed by 
professional creators.
 
Multiple new providers have come to the marketplace 
to offer familiar content forms by familiar providers. For 
example, licenced television and radio broadcasters 
now compete with new entrants such as Netflix, Apple 
or Deezer in the provision of “television” and “film” 
content, as well as music. Providers such as YouTube 
provide an alternative to the familiar by presenting 
content by non-professional creators in addition to 
providing a platform for crossing the boundary between 
“user-generated” and new entrant among the ranks 
of producers. In the interactive space, large games 
studios are increasingly faced with competition from 

social gaming and light games produced as apps for 
increasingly powerful devices such as tablets. The market 
is replete with choice, which has had the inevitable 
consequence of reducing old market power – though it 
is not entirely certain that this is permanent.

The graphic below is an attempt to demonstrate 
that while many of the key functions of traditional 
value chains persist in the new environment, paths to 
audiences may no longer have as many steps, and 
the breadth of entities within those has increased 
substantially since the days of over-the-air radio and 
television broadcasting.

The graphic above demonstrates the rich content 
ecosystem that is now in place supporting the creation 
and consumption of digital content. Disintermediation 
refers to the possibility that some parts of the value chain 
may now reach consumers without subsequent steps in 
the value chain. For instance, it is now feasible for artists 
to sell directly to consumers. Producers may sell directly 
to online portals directly reachable by viewers and 
listeners. Apps available for smartphones and tablets 
can be sold in online stores to link viewers, listeners and 
users directly with producers’ and talent’s products. In 
many instances, “disintermediaries” occupy multiple 
steps in the value chain, as Apple does, for instance as 
a maker both of devices and operating systems, and as 
an aggregator bypassing traditional broadcasting and 
distribution steps. Underlying the new value chains are 
social media players that increasingly serve as discovery 
engines. The opportunity for these entities is to serve 
content on a one-off basis. Without linear services to 
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program, they can tailor their offerings to specifically the 
market opportunities they identify.

Vertically-integrated companies do not make the same 
distinction as traditionally between interactive, audio, 
and audio-visual content. Books, games, movies, 
television shows, music or combinations of these can be 
distributed through the same portal.

The strength of digital distribution has been first felt 
with respect to music. There are, according to the 
International Federation of the Phonographic Industry’s 
Digital Music Report 2012, around 500 legitimate 
music services worldwide offering up to 20 million 
tracks. In France, for instance, digital sales of music in 
2011 accounted for €88 M compared to €466.3 M 
for physical sales according to the Syndicat National de 

l’Édition Phonographique. Of digital distribution, 36% in 
France is now attributable to streaming services, of which 
Deezer has captured 69%. In fact, France is already 
home to 45 streaming music services.

In Canada, in 2011 according to Music Canada, 
digital sales have played a more important role in music 
consumption compared to CDs. Physical sales in 2011 
were $197.5 million; digital were $129.9 million. This 
may change, however, if and when streaming models 
become more prevalent in Canada. There is as yet 
no clear leader in the streaming space as Pandora 
has established itself in the United States, or Deezer 
in France. Quebecor’s Zik.ca and the Canadian 
Broadcasting Corp’s CBC Music service both vie for 
Canadians’ attention, but the digital market in Canada 

continues to be dominated by download-to-own 
services.

The same appetite for digital distribution of content 
that was traditionally sold in either physical format 
or broadcast in linear fashion or over-the-air is also 
changing the video game industry. According to a report 
prepared by Secor for the Entertainment Association 
of Canada released in May 2011, Canadian owned-
software companies are already heavily-reliant on online 
distribution for their sales. For the large international 
companies, the share of sales predicted to be online will 
experience exponential growth.2

Almost certainly, there will be a similar trend with 
respect to online video consumption. The vast majority 
of content created by audiences themselves – non-

professionals working in a participatory framework – is 
almost uniquely a digital phenomenon. Over time, there 
is a strong possibility that content currently delivered 
via cable or satellite networks, or even via over-the-air 
broadcasting, will shift to digital delivery.
 
The growth in anytime, anywhere TV has been well 
documented. The explosive growth in smartphones 
and live and on-demand Internet services on both 
PCs and connected televisions will play a large role in 
this. As seen in the graphic on this page as reported 
by comScore and comScoreMobiLens, a significant 
number of tablet users, especially, were reported to 
have watched video on their devices in the three-
month period ending April 2012 in the US (three-
month average resulting in greater than 100% total). 
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Significantly, according to comScore, of those viewing 
video at least once during the month, 26.7% paid to 
watch content. In May 2012, Juniper Research released 
a report indicating that the number of streamed mobile 
TV users will increase to 240 million by 2014.

In Canada, Netflix had achieved a 10% market 
penetration by fall 2011. It had, as of its most recent 
quarter, 23.8 million US streaming customers. The 
company is targeting similarly impressive numbers as 
it seeks to grow in Latin America, the United Kingdom, 
Scandinavia and elsewhere.

In response, Canadian entities such as BCE, Rogers, 
Quebecor and Shaw have launched or are planning 
their own TV everywhere strategies that provide 
customers the option to watch TV in traditional fashion 
– using a cable or satellite connection and delivered to 
a TV set – or to watch using devices such as tablets, PCs 
and smartphones.

In France, there has been a similar expansion by 
existing players into online distribution and expanded 
digital offerings. In May this year, for instance, public 
broadcaster France Télevisions introduced its new 
PLUZZ video-on-demand service to offer its over-the-air 
program on a VOD platform. Its France 5 program C 
dansl’air is offered on connected TVs with access to live 
audience questions from the remote control, polls, and 
value-added information. 

Public broadcasters and the National Film Board (NFB) 
in Canada have also launched services that complement 
traditionally-delivered content with online alternatives. 
Tou.tv is a Société Radio Canada portal offering 
French-language television programming on demand, 
and the NFB offers an increasingly large amount of 
its programming for streaming to iOS, Blackberry and 
Android devices.

What most of these services have in common is that 
the fundamental unit of content being delivered 
to audiences is professional content that has been 
repurposed from its main use – traditional, linear 
services – to Internet delivery. Increasingly, however, new 
content developed by professionals, exclusively available 
online (at least in the beginning), and substitutable to its 

corollary TV content is available.

There is today a multitude of services that deliver content 
that audiences are increasingly finding as compelling 
as what is on TV. This is also true of music, where artists 
without label support or physical distribution are able 
to market their talents on services such as YouTube 
and MySpace. The Justin Bieber saga likely does not 
need retelling. For that matter, the same is true of 
the interactive space, where Rovio, the makers of a 
tablet game such as Angry Birds, say they generated 
US$106.3 million in 2011 – earning a US$67.6 million 
profit. Stingray became a leader in the field of multi-
platform digital entertainment by producing cutting-edge 
music and entertainment applications that provide in-
demand products to consumers and television channel 
operators around the world. Its Galaxie and Music 
Choice services are collectively distributed through 
television in 20 million homes in North America, Europe, 
the Caribbean and Africa. Its music shows reach 70 
million homes in more than 48 countries, including 
Canada and the United States as well as Caribbean, 
European and African countries.

Reaction by many entities to a spate of new challengers 
has often been to pursue both horizontal and vertical 
integration strategies. Google’s purchase of YouTube, 
the purchase by Vivendi/Universal of EMI, the acquisition 
by Electronic Arts of Firemint and PopCap games, and 
many more, see established companies broadening 
their portfolios of content offerings to meet audience 
demands. In some cases, the impetus to operate across 
both digital content and distribution, as well as related 
non-digital activities, has also resulted in merger and 
acquisition activity. Labels such as Warner Music France 
have bought live show producers such as the Jean 
Claude Camus company. Universal purchased the 
Sanctuary Group in 2007 to gain artist management 
exposure, and Vivendi is a shareholder in Digitick, a 
ticket seller and e-ticket technology solutions provider.

In some cases, mergers have not proceeded smoothly. 
The proposed acquisition of specialty and radio 
broadcaster Astral by BCE in Canada recently was 
denied by regulators – a move to quash a consolidation 
deemed to potentially create too strong a giant in 
Canadian the audio and audio-visual content industries, 
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especially in light of BCE’s extensive ownership of 
distribution and Internet facilities.

The pivot by established media companies to online 
distribution of audio, audio-visual and interactive 
content, and the continued proliferation of pure-play 
challengers, as well as the continued growth in user-
generated content, has followed a steadily upward 
curve. The absolute number of services and audience, 
however, does not necessarily reflect one of the chief 
challenges faced by all entities of all sizes in this space – 
how to build sustainable revenues.

While technology has democratized and fragmented the 
content landscape, the unavoidable reality faced by all 
players is that content is still not free:

• Audiences who participate in creating content rely 
on hosting services and platforms developed to 
enable that participation;

• Artists and creators who create content require 
compensation for their professional services, both up 
front and through ;

• Producers must pay talent, maintain overheads, and 
bear the cost of developing, for example, apps if 
they seek to provide content directly to audiences;

• Broadcasters undertake to pay for and promote 
content, pay the cost of advertising sales or 
subscriber management, and general and operating 
expenses including possibly developing distribution 
platforms;

• Distributors maintain expensive hosting and other 
infrastructure, pay for the use of content delivery 
networks, and undertake promotion and marketing.

Throughout the supply chain, and whether the content 
is created by individuals and entities in a professional or 
non-professional capacity, the use of the term “content 
industry” makes plain that there are multiple expenses 
involved, which must be offset by revenue if the industry 
is to be sustainable. The operating costs associated with 
a significant undertaking such as NFB.ca are reproduced 
here, as reported by PwC in its Evaluation of NFB’s 
Online Screening Room NFB.ca.

In addition, content that is generally classified as 
“professional” generally requires financing up front in 
order to be created. Access to capital is a widespread 
challenge in the digital content industries, particularly for 
innovative challengers to media incumbents.

A wide variety of revenue-generating strategies have 
been employed across the audio, audio-visual and 
interactive industries to monetize audience consumption 
of content, or to offer the platforms on which audiences 
themselves are the creators and producers. At root, 
however, these share many of the same characteristics, 
and fall within several broad categories of approach. 
Entities may employ one or many of these approaches.

Traditionally, in the broadcasting industries, there have 
been two ways to generate revenues from content: 
advertising and subscription models. These have 
persevered in the digital environment. Companies such 
as Netflix have, for the time being, replicated the model 
of subscription services such as video-on-demand 
specialty television services by charging a monthly fee for 
unlimited consumption of its content. Observers note, 
however, that consumers incur additional fees associated 
with bandwidth consumption that is paid to an Internet 
service provider. This may have the effect of limiting the 
effect of video subscription services until pricing models 
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are more symmetrical between online and traditional 
cable/satellite (and now IPTV) offerings. The opportunity 
for producers and broadcasters is to licence their content 
to those subscription services, though the effectiveness of 
that route as a revenue generation source is uncertain.

While it remains to be seen whether subscription models 
are sustainable in the long-term for video content, they 
appear to be having more success in the audio space. 
Streaming music services such as Zik and Deezer do not 
have the same bandwidth constraints as video.

Subscription models in the online space may not be 
limited to the online offering. TV anywhere as offered by 
incumbent media providers such as cable and satellite 
television services provide access to television and film 
content online in return for maintaining a subscription 
to the offline offering. In this way, subscription revenues 
are maintained, though the increasing cost of acquiring 
online rights to programming may require at some 
point additional charges for the Internet-based content. 
One-time content rentals are another variation of this 
transactional model, employed by industry leaders such 
as Apple, Microsoft, Sony and others. Microsoft’s Xbox 
Music appears as a comprehensive music service, with 
music downloads and free and paid streaming. The 
service will be available on the group’s new generation 
of operating systems in various forms: smartphones, 
tablets and PCs as well as on TV with an Xbox 360 
update.
 
New market players (Noomiz, Believe) are looking 
for new monetization opportunities through a 
combination of market analysis, marketing and digital 
content distribution. Launched in January 2010, the 
Noomiz platform provides an accurate and qualitative 
measurement of web users’ support for new artists: 
number and duration of listens for a given title, user 
opinions, etc. Noomiz thus markets services for music 
professionals (artist detection, identification and 
understanding of consumer choices, promotion through 
blogs, mini-sites and applications). Believe Digital is one 
of the leading digital distribution and services provider 
for independent artists & labels in Europe. Believe 
Digital distributes and promotes artists and manages 
their royalties, providing a full range of services to 
artists, from digital distribution on a network of more 
than 300 services to the creation and establishment of 
comprehensive marketing strategies, web promotion, 

radio promotion, TV and international coordination. 
With companies like Ventech, XAnge Capital and Fastnet 
Investment, and after generating €15.6 M in sales in 
2011, Believe is aiming for €25 M in sales by the end of 
2012. In the past four years, Believe Digital has brought 
more than 150 albums and singles to the top 50 in sales 
across Europe.

One of the key models employed in, for example, the 
interactive and music space, is to pursue a “freemium” 
or “free-to-play” model. This model sees content 
providers offer basic services for free, but in return for 
watching or receiving advertising, for instance. Deezer, 
for example, offers a free service that carries advertising, 
content limits, and a basic sound quality to listeners 
who choose not to subscribe. Paying a subscription 
fee unlocks unlimited listening, without ads, and with 
superior sound quality.

Markets have expressed confidence in at least some 
freemium content providers. It was recently reported that 
Meteor Entertainment, for instance, raised an additional 
$18 million to for a total of $28.5 million in its quest 
to bring freemium video game title Hawken to market. 
The free-to-play model is now part of French publisher 
Ubisoft’s priorities. The portion of its sales associated 
with online game sales for cell phones, tablets, PCs 
and game consoles alone should total over €160 M 
in 2012 (compared to €80 M in 2011), while its sales 
in this segment should increase 11% to 15% by 2015. 
Ubisoft’s Canadian studio just launched the group’s first 
freemium game, “The Mighty Quest for Epic Loot.” 

The other key revenue generation strategy employed by 
traditional broadcasters since the advent of radio has 
been advertising. Multiple successful content services 
are based almost solely on advertising. For example, 
YouTube is highly successful as a distribution platform 
for audience-created programming based on extensive 
advertising revenues. With Google’s ability to target, 
and much of the content provided free, this has proven 
to be sustainable. Increasingly, though, YouTube is also 
providing professionally created content. As audiences 
develop trust in those “channels”, and as they develop 
sustainable audience numbers, an advertising model 
may continue to be sustainable, even as the content 
becomes more expensive. Traditional content providers 
may even see the utility of streaming their services on 

Page 12



 The FuTure oF DIgITAl ConTenT
A FrAnCe CAnADA SummIT

YouTube. During the recent Hurricane Sandy emergency, 
for example, The Washington Post reported that the 
Weather Channel broadcast its feed on the YouTube 
service. The television feed did not carry advertising, but 
an insurance company ran a banner ad on the YouTube 
corollary.
 
For many content services, however, advertising is 
proving an elusive foundation upon which to build a 
sustainable industry. In Canada, online advertising 
is focused on 10 advertising vehicles that account 
for an estimated 81% of all Canadian online ad 
revenues in 2010, according to IAB Canada’s most 
recent revenue survey, and represented 15.9% of 
total domestic advertising. In France, this number was 
5.3% of all domestic advertising, though this includes 
direct marketing. This advertising need not be of the 
linear kind. Branded entertainment, in which sponsors 
integrate their products into the storyline or other device 
of a piece of content, continues to be looked to as a 
potentially important revenue source.

Still a small percentage of all advertising spending, and 
with focus concentrated for the most part on the largest 
sites, developing sustainable advertising revenues for 
services that serve smaller audiences in a fragmented 
marketplace with niche content is proving challenging. 
Without aggregated audiences traditionally enjoyed 
by mass market television services, advertisers have 
thus far preferred to stick with the tried-and-true. While 
nearly all mainstream video services have at least some 
advertisers, these are often corollary to the main spend 
on traditional media services, and content providers are 
often forced to discount deeply in order to attract major 
brands to their properties.

Further, industry uncertainty about the effectiveness of 
online advertising continues to retard potential growth. 
Tools for measuring the number of citizens using 
online video, audio and other online content are not 
yet mature, and consist of a variety of industry-wide 
measures as provided by third parties and proprietary 
data sets. Industry players, governments and third-parties 
continue to discuss the potential for online advertising, 
however, to eventually become a much more important 
component of overall media spending. The opportunity 
exists, given the data that users provide (knowingly or 

not) about their online consumption habits, to achieve 
a much greater return on investment from online 
advertising.

Ultimately, the effectiveness of traditional advertising 
models is uncertain. The move to institute “paywalls” 
or subscription fees at large newspapers is indicative of 
frustration that the online advertising market will work 
to support professionally-produced content. In both 
Canada and France, traditional over-the-air television 
networks continue to report challenging advertising 
environments. Subscription models, whether for online 
offerings or for cable/satellite television services, on the 
other hand continue to proliferate. Fragmentation has 
been frequently cited as the cause of this.

Revenue support for online content can also be achieved 
in the same way as it has traditionally been for industries 
that have relied on selling a hard good rather than 
reaching audiences through broadcasting. Download-
to-own, in fact was one of the first important successes 
with respect to online content, as iTunes successfully 
offered audiences seeking music content in digital 
format. Since the launch of iTunes, which has been 
bolstered by its tight hardware integration with the iOS 
series of devices, multiple other companies have entered 
the fray. In France, for instance, SFR Music, Orange 
and Fnac Music offer a-la-carte music purchasing. In 
some cases, payment need not be in cash. Beezik, also 
in France, offers free content downloads in return for 
watching advertising – a hybrid of the freemium and 
download models.

The ease of distributing music in MP3 format has led 
to the emergence of niche content companies selling 
directly to consumers. Arts and Crafts, a Toronto, 
Canada independent label, for instance provides 
management services, production and promotion to its 
roster of artists, and also sells their music in multiple, 
digital-rights-management-free formats. Whether on a 
small scale, such as Arts & Crafts, or on a larger scale 
such as iTunes, the costs of maintaining the necessary 
infrastructure to support digital distribution when selling 
third-party content is generally accomplished by fees and 
commissions charged to the creators.

Mentioned earlier, the video game industry is also 
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making the transition digital distribution, replacing 
its physical DVD distribution with direct downloads in 
response to the increasing appetite by consumers to 
replace physical buying with digital.

The potential in this environment is to move beyond 
national boundaries and to facilitate the sale of content 
to international audiences. This is not always easily 
accomplished, however. Different rights regimes, 
regulatory structures, tax structures and the challenge of 
localization are still in the process of being surmounted. 
A very deep-pocketed company such as Apple is able to 
navigate these complex waters to provide opportunities 
for creators to expand their markets. Smaller entities 
with limited resources, however, may find that exploiting 
global opportunities, particularly in mature industries 
with entrenched market structures, is beyond their ken.

These various monetization mechanisms can help to 
ensure sustainability in the content industries, with 
successes in selling content underpinning the creation of 
new content. In some ways, this speaks to a continued 
role for at least some intermediaries between creators 
and audiences. Revenues achieved from the sale of 
catalog products may be expected to play a key role in 
underpinning new content creation, particularly where 
that content is professionally produced and of very 
high quality. The barriers to entry by new producers 
and creators, and even distributors, will continue to be 
determined by the availability of capital.
 
However, and as emphasised through this discussion 
paper, many of the tools of creation, marketing and 
dissemination of content have been democratized and 
made available to a much broader range of creators. 
As noted in an earlier graphic, the value chain of digital 
content creation and dissemination now includes social 
media. This raises the possibility that at least some 
content may become viable through social media 
promotion.

Twitter, Facebook and other social media are responsible 
for the well-known phenomena of cultural products 
going viral. Word-of-mouth on the Internet has the 
potential to reach millions of people in a very short time. 
The importance of social media channels is evident in 
the creation in many media companies of the position 

of “community manager” whose role it is to monitor 
conversations in these channels, and to contribute to 
those in the hopes of creating engagement by audiences 
with their products. Though social media is relatively 
young, media companies and others have already 
developed sophisticated techniques to exploit it, such as, 
for instance, “astroturfing”.

The opportunity for creators is to generate sufficient 
social media interest in their products to attract 
advertisers, producers, or, as is being discussed 
increasingly in the wake of the passing of the US JOBS 
bill, the potential to attract production funding through 
crowdfunding. However, in both Canada and France, 
crowdfunding faces an uncertain legal landscape. 
Government regulators have proceeded cautiously in 
both countries, concerned about protecting potential 
investors. This is not to say that there have not been 
successes. MyMajorCompany in France is a fan-funded 
music label that experienced success by facilitating 
the crowdfunded music of Grégoire – who went on to 
become a platinum-selling artist. Touscoprod.com is 
another French success in this space. Created in 2009, 
touscoprod is France’s first participative website devoted 
to movies and audiovisual content. Close to 20,000 
members have already underwritten over €800,000 for 
30 movies, documentaries and TV series.
 
Clearly, another “revenue” source in both the French 
and Canadian systems is direct subsidy provided to 
public broadcasters and other bodies that directly 
support the production of content and its distribution. 
The aforementioned offerings by France Télevisions, 
CBC/SRC, and the National Film Board are important 
alternative sources for creation, promotion and licensing 
of audio, audio-visual and interactive content. In some 
cases, such as the CBC, content is given even greater 
exposure as providers work with market players such as 
Netflix and YouTube to give broader promotion to the 
content they’ve acquired.

Finally, private funds—either through regulatory 
obligation (Bell Broadcast and New Media Fund) or 
strategy (creation of a France Télécom/Orange/Publicis/
Iris investment fund endowed with €300 M in 2012)—
are important players in funding content in the digital 
era.
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These new models are also a challenge for the public 
authorities. Public entities such as public and state 
broadcasters and other content support bodies have the 
potential to facilitate private sector revenue generation 
through experimentation and innovation. Their role 
is also to anticipate or respond to technological and 
market changes and to create the right legal, economic 
and academic conditions to foster the emergence of a 
new digital ecosystem. Publicly supported bodies are 
also able to serve as incubators and testing grounds 
for experimental content and innovative distribution 
networks. They also provide national platforms for the 
creation and promotion of content outside the context 
of the dominant market providers such as Facebook. 
Where the nationality of distribution platforms has the 
potential to reflect social and cultural values, public 
bodies can assert a national presence on the world 
stage.
 
In France, Act II of the Cultural Exception launched 
by the Minister of Culture and Communication aims 
to rethink the relations between the various players 
in the digital market. The “Lescure Mission,” charged 
by the government with providing recommendations 
in this regard by March 2013. It is examining three 
aspects: creation and the attention given to creators; 
the economy, i.e. the regulation of financial flows 
associated with creation; and consideration for the 
expectations of audiences, i.e. the issue of the legal 
offer. The Deputy Minister in charge of Small and 
Medium-sized Businesses, Innovation and the Digital 
Economy established several positions that will lead to 
the adoption of a digital strategy by the government: 
establishing a very high bandwidth national plan, 
strengthening France’s attractiveness for the digital 
economy, adjusting taxation to the nature of online 
economic activities. In Canada, Industry Canada 
initiated a national digital strategy that also aims to 
develop this new economy. Government agencies 
such as the Ontario Media Development Corporation 
(OMDC) are, in turn, called upon to fulfill their role in 
these processes, which require a close coordination 
between public and private players.

Questions

• have value chains in audio, audio-visual and 
interactive content been truly disrupted, or are 
new players simply challenging the old?

• Is broadcasting viable? what are the respective 
roles of one-to-many, one-to-one, and many-
to-many models of content distribution?

• both French and Canadian citizens have 
enthusiastically embraced digital distribution of 
content from new providers, and in new forms. 
what challenges has this posed from a business 
perspective?

• Advertising, subscription, download-to-own 
and direct subsidy in various permutations and 
combinations continue to be the basis upon 
which the content industries are viable. how 
will these evolve over time? 

• what role will Internet and other connectivity/
infrastructure entities, as well as device 
manufacturers play in this environment moving 
forward? will vertical and horizontal integration 
remain an important strategy?

• how can or should the potential role of public 
authorities be achieved? what will be the role 
of public authorities and cultural policies in 
helping to create new management models, 
fostering innovation in the private sector, 
investing in the underlying infrastructure and 
maintaining a diversity of offerings?

• how will an appropriate balance be achieved 
between public subsidy and market revenues?

• what will be the role of private support funds in 
the creation of content?

• how can new private sources of funding for the 
creation of cultural content be accessed (angels, 
venture capital, crowdfunding)? 

• how important is it that national platforms exist 
for the distribution of cultural content? Does the 
nationality of platforms for streaming, or social 
media matter?
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regulATIon AnD PolICy In The DIgITAl 
ConTenT Age

The content marketplace is increasingly global and 
online. Traditional geographic rights markets appear 
to be intact and sustainable, but for how long? 
To what extent is media regulation appropriately 
focused and implemented? Do regulators’ and 
policy-makers’ objectives reflect the aspirations of 
digital content consumers and promote sustainable 
content industries?

Content and media are culturally important, and tied to 
social and cultural considerations such as free speech, 
democratic participation, cultural diversity and the 
promulgation of national values. States including France 
and Canada have traditionally sought to encourage 
national content industries for cultural reasons. In the 
case of many countries, this takes on an explicit flavour 
of offering an alternative to content from a dominant 
Hollywood.

In addition, content industries attract the attention of 
policy-makers as significant economic drivers. Music, 
film, television and interactive content create thousands 
of jobs in both Canada and France, with significant 
spin-off benefits from nurturing creative industries 
for related technology and other spheres. Digital 
media, particularly, blurs technological lines between 
information and communications technologies and 
creative pursuits.

To help ensure vibrant content industries under a 
diversity of ownership, governments have typically relied 
on both regulation and policy-making to encourage 
the creation, promotion and distribution of content, 
including through export, as well as provide protection 
to domestic industries.

regulation

Regulation of the digital content industries varies 
widely from sector to sector, and from jurisdiction to 
jurisdiction. The most recognized form of regulation is 
associated with broadcasting. In Canada, a converged 
telecommunications and broadcasting regulator, the 
Canadian Radio-television and Telecommunications 

Commission (CRTC) has responsibility for licensing 
television and radio services. In general, licensing 
is extended on the basis of preserving a diversity 
of owners, and seeking to maximize the amount of 
Canadian content that is licensed and aired. The CRTC 
also has the role of protecting Canadians from harmful 
broadcasting content.

In France, the Conseil Supérieur de l’Audiovisuel 
(CSA) is the public body that has the mandate of 
regulating audiovisual content and radio. It too seeks 
to maximize the amount of French content, and has the 
same mandate with respect to licensing broadcasting 
frequencies, pluralism and the protection of citizens from 
harmful broadcasting content.

Unlike in Canada, there is no converged regulator. 
L’Autorité de Régulation des Communications 
Électroniques et des Postes (l’ARCEP) is a separate body 
regulating telecommunications.

Since 2004, The Commission’s control extends to 
television and radio content broadcast exclusively 
via the Internet. The law of March 5, 2009, gives 
the Commission the mission to regulate on-demand 
audiovisual media services (OAMS), primarily on-
demand video and catch-up television. The Commission 
is also examining the consequences of developing 
hybrid television sets capable of receiving both 
traditional television broadcasts and Internet services 
with professionals to better identify the potential for 
additional services and challenges, particularly in terms 
of regulation.

The CSA, the only French authority regulating public 
content, plays a central role in making the digital world 
trustworthy.

In France, the rapid development of connected TVs has 
spurred significant regulatory discussion. The Internet 
is not governed by the same rules as over-the-air 
broadcasting. If television provides access to the Internet, 
it also provides access to content available on networks. 
This type of issue is at the heart of current debates on 
the merger of two regulating authorities—the CSA, 
which regulates content, and the ARCEP, which regulates 
the Internet in France. There are two main arguments 
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justifying the CSA’s involvement in the Internet: the 
much-needed protection of children and consumers and 
the difficult coexistence in the long term of a regulated 
audiovisual sector and an unregulated Internet sector. 
But this merger project also faces a number of obstacles: 
grouping the CSA and the ARCEP together could 
jeopardize the neutrality of the net, which guarantees the 
equality of process flows on the Internet. Furthermore, 
it may prove technically difficult to permanently filter 
out certain sites. Finally, because it is so crucial that 
regulation systems be coordinated internationally and 
within Europe, the issue of territoriality applies—with 
the Internet’s eminently global nature, the impact of 
regulating online content  can be minimized.
 
French regulation does not recognize platforms such 
as YouTube or Dailymotion as content editors, but as 
a form of web hosting. Subject to copyright takedown 
provisions, they do not have French content regulations.

In Canada, Internet content is unregulated under 
the Broadcasting Act as it has been determined to 
be exempt from regulation under the Digital Content 
Exemption Order. The Canadian Radio-Television and 
Telecommunications Commission has not undertaken 
to explore whether content regulation is necessary, 
but has recently published research demonstrating 
some potential future challenges that it, as the media 
content regulator, may face.3  While some stakeholders 
have advocated the view that so-called “over-the-top” 
providers, and ISPs, should face some form of regulation 
ensuring a contribution to Canadian programming, 
the difficulty of enforcing content regulations on non-
Canadian providers is frequently cited as a stumbling 

block to that. Further, Canada’s highest court has ruled 
that ISPs are not subject to content contributions, since 
they are more akin to common carriers and regulated 
under the Telecommunications Act.

Vertically integrated providers offering traditional in 
addition to new digitally distributed content have often 
cited the need to reduce Canadian content requirements 
and contribution in order to level the playing field if 
traditional regulations won’t be applied to over-the-top 
providers. Such a direction might even dovetail with 
the requirement seen by some observers that Canadian 
audiences are gate kept from the content they want by 
broadcasters and funders working within a protectionist 
model and focused on domestic markets. At root, the 
Broadcasting Act’s requirement that only Canadian 
controlled entities are eligible for a broadcast or 
broadcast distribution licence, is coming into question as 
consumers embrace new content choices.

In general, French authorities have demonstrated greater 
technology neutrality in attempting to protect existing 
value chains.  VOD and subscription VOD services, for 
example, are treated equally under France’s staggered 
release windows regulation, outlined below; in fact, 
it is the technologically neutral application of this 
regulation that is likely holding back the introduction 
of Netflix into the French market. Indeed, these services 
must wait 36 months after a movie’s theatre release 
to add it to their catalogue. For example, “The Artist” 
and “Untouchables” will both be available on Netflix in 
2012, while France will have to wait until 2015 for them 
to be available on SVOD.

Page 173 Community Content Standards and OTT Providers, Connectus Consulting; http://crtc.gc.ca/eng/publications/reports/rp120323.htm, January 2012.
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Policy

Outside of specific media regulation, usually of 
broadcasters, there are multiple policy approaches 
pursued by governments. An overview of existing 
fiscal measures is attached as an appendix to this 
document. These cover the gamut of multimedia, film, 
television and music production, and have generally 
been successful in fostering a vibrant content industry. 
In conjunction with regulation, and a strong role for 
public broadcasters, these industries have expanded 
and multiplied. Faced with disruption, however, and new 
global competition, some observers question whether 
they continue to be appropriately focused. For example, 
funding for television content continues to be largely 
in the form of subsidy that corrects a persistent market 
failure. Advocates for greater funding of, for example, 
interactive content that may respond better to audience 
demands, have suggested that the pool of subsidy 
money in the system could be reallocated to provide a 
greater share to new distribution platforms and content 
forms. Incentives for the creation of content have 
evolved since the advent of broadcasting technologies 
to include a diversity of mechanisms such as tax credits, 
direct subsidy, and obligations on various players in the 
value chain. In a newly-open, global environment some 
of these mechanisms are challenged to accomplish the 
same outcomes. Obligations on content distributors and 
broadcasters, for instance, may become unenforceable 
in a digitally-enabled, global content ecosystem. 
Sector-based tax credit regimes work in the context of 
industrial strategy, but have a mixed history with respect 
to supporting the creation of national content that has 
cultural significance. As content forms blur, tax-credits 
based on distinctions between interactive, audio, 
and audio-visual content may call into question their 
relevance.

One promising policy approach for countries such 
as creating mechanisms as exist for traditional co-
productions to enable partnerships that can encompass 
new forms of content creation such as interactive works, 
applications or games.

Copyright is also a fundamental issue in the content 
industries. Canada and France have adopted slightly 
different approaches.

Enacted on June 12, 2009, the loi de la Haute Autorité 
pour la Diffusion des Oeuvres et la Protection des droits 
sur Internet (HADOPI) is a French law created to fight 
piracy and put an end to peer-to-peer file sharing that 
infringes copyrights. It is characterized by its modus 
operandi, the “graduated response.”
 
There are many arguments in support of such legislation. 
First, illegal file sharing represents a loss of revenue 
that could jeopardize creation. Also, this law facilitates 
judicial proceedings and adapts penalties to the nature 
of the fraud. Furthermore, the email and registered letter 
system provides for a more preventive approach, with 
final penalties coming only after a series of warnings.
 
However, this HADOPI legislation is highly criticized. 
Indeed, it is based on a relation established between 
the presumed defrauder and the IP address provided 
by Internet service providers. But such a relation is not 
absolute: the real defrauder could have downloaded 
illegal content using a neighbouring connection 
assigned to another individual. The revenue lost through 
file sharing is also an issue: this type of sharing allows 
consumers to discover musical pieces that may confirm, 
or not, their desire to then purchase them or even attend 
concerts put on by the artists in question—also known 
as the “sampling” effect. The issue then is to determine 
which effect prevails. However, some studies show that 
the HADOPI act really has had a positive impact on the 
music industry.

Also related to copyright, there are academic discussions 
ongoing with respect to using micro-payments to 
end current collective licencing schemes, ending the 
collectives’ « monopoly » over those.

In the Canadian context, copyright law does not 
contain the same graduated response as is available 
in France. New copyright legislation adopted in 2012 
formalizes a longstanding “notice-and-notice” regime 
that was, until bill C-11 was passed by Parliament, an 
industry-standard mechanism for dealing with copyright 
holder complaints of infringement. Under the “notice-
and-notice” regime, where copyright owners consider 
material online to be infringing, they notify the relevant 
Internet service hosting the material. The service then 
notifies the individual or entity that has posted the 
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material. In so doing, the service indemnifies itself 
against infringement charges.

The Canadian music industry has not pursued a 
strategy of suing file-sharing individuals. An appellate 
court ruling in 2005 clarified the procedures to be 
used by music labels should those decide on such an 
approach4, but the industry in Canada has persistently 
opted to focus instead on the piracy services that enable 
widescale infringement.
 
Finally, broader fiscal, employment and training policies 
all play a role in nurturing strong content industries. For 
example, the Digital Europe report by Enders|Analysis 
has identified the role that different EU VAT regimes play 
in attracting or not to various European jurisdictions the 
sale of digital cultural products. For example, Apple’s 
choice of Luxembourg as a centre of operations is 
likely due to the lower tax rate in that country. Overall, 
corporate taxation rates and the availability of social 
services for citizens can play in a role in where the most 
successful digital content companies choose to locate.

Questions

• with respect to underlying technologies that 
underpin content innovation, what is the 
state’s role in ensuring fair access to those on 
affordable terms?

• regulation is applied toward the achievement 
of many different objectives: consumer 
protection, protection from inappropriate 
content, the promotion of national content, 
competition and diversity of voices concerns, 
and more. In a digital, global environment, will 
the objectives of regulation remain the same? 
how?

• In a global economy, does foreign investment 
in national content industries take on greater 
importance?

• how can the evolution of regulation spur 
innovation?

• what form will public support for a creation 
chain that has become multisectoral take in 
the future? how will public incentives evolve in 
view of private-sector expectations and changes 

in the digital economy (recognition of new 
broadcast platforms, relevance of sectoral tax 
credits)?

• Do distinctions that exist between audio, 
audio-visual, and interactive content forms, 
and between digital distribution and traditional 
broadcasting mechanisms continue to serve a 
purpose?

• will blurring lines of content form and 
distribution result in a rethinking of the various 
ways diverse content is supported by intellectual 
property law, including by copyright?

• where obligations to fund cultural content are 
challenged by globalization and open borders, 
is it appropriate to leverage contribution 
from new players in new value chains? Can 
governments leverage the shifting use made of 
spectrum to directly subsidize the creation of 
content?

• Do the recent legislative changes that took 
place in the united States to make it easier 
to obtain funds through participative funding 
constitute a model to follow?

• Is participative culture something that policy-
makers and regulators should encourage? If so, 
how?

• how can states assist in channelling new 
consumer power toward positive public 
interest outcomes such as privacy, identity, 
ethic, authorship, consumer protection and 
governance? 

• Do governments need to be cognizant of 
the emergence of new gatekeepers and new 
aggregators?

• what will be the role of public broadcasters 
in whatever form those take on in the content 
space in enabling greater citizen and consumer 
participation in the creation of culturally 
important content?

• what will be the future role of co-production 
treaties?

• how can states play a role in ensuring a supply 
of creative storytellers with business skills?
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APPenDIx:   TAx InCenTIveS For CulTurAl InDuSTrIeS In FrAnCe AnD CAnADA

in France

Film and audiovisual production

Investment incentives

Created in 1985, the Sociétés de Financement de 
l’Industrie Cinématographique et de l’Audiovisuel 
(SOFICA) [cinematographic and audiovisual industry 
finance companies] are investment companies devoted 
to raising funds used exclusively to finance audiovisual 
and film production: shareholders enjoy tax benefits such 
as a 50% amortization for companies and a deduction 
from taxable income for individuals of up to €18,000. 
This mechanism has helped boost investment in this 
sector.

Production incentives 

According to a CNC report from September 2011, the 
French tax credit has been deemed less effective 
than those in effect in other countries—particularly 
Canada. Its rate is one of the lowest (20% of eligible 
expenses compared to 25% to 65% in Quebec) and 
is more restrictive in that it requires that filming and 
postproduction activities take place on French territory. 
However, Canadian tax credits can be combined with 
the French system in the case of co-productions. 
The stakes are high because French films are 
increasingly shot elsewhere: according to Ficam, 42% of 
French feature-length films were shot outside the country 
in the first quarter of 2012 (compared to 22% in the 
same period in 2011), representing a significant loss of 
revenue.

Tax credits are administered by the CNC:

• The film tax credit, created in 2004, corresponds 
to 20% of the total amount of eligible expenses 
in production, filming and postproduction, 
which cannot represent more than 80% of the 
production budget. It is capped at €1 m. Public 
assistance (tax credit and other subsidies) must not 

represent more than 50% of the total production 
cost. In 2011, the film tax credit benefited 131 
productions for a total amount of €58.5 M.

• The audiovisual tax credit, created in 2005, 
also corresponds to 16% (20x80) and is capped at 
€1,500/minute per work of fiction or documentary 
and at €1,200/minute per animated work. In 2011, 
307 productions benefited from this tax credit for a 
total amount of €49.9 M.

• The international tax credit, created in 2009, 
supports companies that serve as executive 
producers in France of works initiated by a foreign 
company. This credit is equal to 16% of the total 
amount of eligible expenses and capped at €4 M. 
In particular, this tax credit assisted in the filming of 
Woody Allen’s Midnight in Paris, Christopher Nolan’s 
Inception and Martin Scorsese’s Hugo.

music

Created in 2006 as part of the DADVSI law, the 
tax credit aims to support the French phonographic 
industry, emerging talent and Francophonie. It mainly 
helps support small production companies, which 
sometimes have trouble weathering the industry crisis. 
This credit is equal to 20% of the total amount of 
development and digitization expenses and is capped 
at €350,000 per recording. In 2010, this tax credit 
amounted to €6.1 m, compared to €2.13 m in 
2006, representing a 186% increase in four years. 
however, this clearly falls below the DADvSI law’s 
initial forecast of €10 to €12 m and represents 
a relatively low percentage compared to the aid 
provided in direct funding to the industry (about 
8%). This mechanism was renewed in 2009 and will end 
in December 2012 if it is not again renewed.

video games

Since 2008, the CNC has administered a tax credit for 
companies that create video games equal to 20% of 
the expenditures associated with game development 
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as soon as development costs exceed €150,000, up 
to a maximum of €3 M. In 2011, 11 projects took 
advantage of this tax credit, for €5.9 M. between 
2008 and 2011, about a hundred projects received 
support, for a total of €32 m. This mechanism 
primarily aims to help companies compete with rivals 
from countries with high incentives, particularly Canada.

In 2012, the european Commission questioned 
whether to renew this tax credit for several reasons: 
this credit skews the competition within the European 
Union, and the development of video games on social 
networks and cell phones has significantly reduced 
production costs, so France wouldn’t need such a 
tax break. However, the tax credit for video games 
was renewed until 2017. Indeed, the State and the 
CNC demonstrated the economic interest of such a 
mechanism: for each euro paid out in video game 
tax credits, €6.70 were spent on video games and 
the State earned €1.80 in tax and social revenues.

in Canada

Unlike France, the Canadian tax credit system allows 
for stacking, with a few exceptions. This aspect of the 
mechanism is all the more important given that more 
and more projects are multimedia. The sectorization 
of tax credits in France does curb the development of 
this type of project involving several types of content 
(audiovisual, sound, etc.).

Film and audiovisual production

In terms of tax credit for the film and audiovisual 
industry, Canada is generous, particularly at the 
provincial level. The country’s provinces compete 
with each other as well as with some uS states, 
particularly in the case of Anglophone provinces. 
Michigan, for example, offers a tax credit to foreign 
companies covering 40% of expenditures. In 2012, 
the Saskatchewan provincial government decided 
to eliminate the film and audiovisual tax credit, 
encouraging production companies to work outside the 
province.5

 

For a few years now federal tax credits have 
corresponded to about 10% of the funding for film 
and audiovisual production (i.e. $CAN233 M in 
2010-2011). Provincial tax credits, on the other hand, 
have seen an increase in funding since 2009: in 2008-
2009, they represented 14% of aid to the industry, i.e. 
$CAN370 M, while in 2009-2010, they accounted for 
21% of the total aid, i.e. $CAN525 M. This rise is due to 
adjustments made to tax measures to compete with tax 
credits granted elsewhere—for example, the refundable 
tax credit for Quebec production, which saw an increase 
in minimum base rate from 29.2% to 35% in 2008. In 
2010-2011, provincial tax credits contributed 20%—
i.e. $CAn467 m—to industry funding.

Canadian tax credits focus on labour expenses, 
reflecting a concern for employment rates for Canadians 
in the film and audiovisual industry: except for the tax 
credit for Quebec production services, tax mechanisms 
take only labour expenses into account.

Canadian tax credits differ from French tax credits in that 
they make no distinction between film and audiovisual 
projects when granting this aid. Furthermore, Canadian 
tax credits take into account the economy of the 
movie produced and thus exceed the €1 M maximum 
set by the French tax credits. In France, this cap puts 
big-budget productions at a disadvantage: in the first 
quarter of 2012, in number of weeks, 67% of filming 
for movies with a budget of more than 10 M took place 
outside the country (Ficam).

At the federal level:

The tax credit for film and video production services 
represents 16% of eligible labour expenses after 
deducting any other aid granted for labour expenses 
in Canada—including in particular provincial tax 
credits. This tax credit aims to encourage movie 
producers, both Canadian and foreign, to use 
Canadians for production services performed in 
Canada.

The Canadian film or video production tax credit 
(CPTC) represents up to 25% of eligible labour 
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expenses and concerns Canadian companies. The 
credit can cover at most only 60% of expenses.

In Quebec:

Quebec’s mechanism is highly incentive, with 
one credit in particular covering up to 65% of 
eligible expenses—although this rate is subject to 
numerous conditions.

The tax credit for Quebec film or video 
production services—administered by the 
SODEC—is based on eligible production costs, 
which corresponds to labour costs and the cost of 
goods needed for production. This credit covers 25% 
of eligible production costs, and 20% more for 
eligible labour costs incurred to create special effects 
and computer animation and for scenes shot in front 
of a chromatic screen. Unlike federal tax credits, 
this credit does not take only labour expenses into 
account.
 
The refundable tax credit for Quebec film and 
television production services—administered 
by the SODEC—helps Quebec producers receive 
aid up to a maximum of 65% of eligible labour 
expenses. The minimum rate for this tax credit 
is 35%6 and may increase depending on 
specific criteria (however, such increases are not 
all stackable): French-language production (+10%), 
French-language youth production (+10%), giant-
format production (+10%), etc.

In Ontario:

The Ontario film & television tax credit (OFTTC) 
corresponds to 35% of eligible Ontario labour 
expenses and concerns only Canadian production 
companies that file tax returns in Ontario.

The ontario production services tax credit 
(oPSTC) corresponds to 25% of eligible labour 
and production expenses. It cannot be stacked with 
the OFTTC.

The ontario computer animation and special 
effects tax credit (oCASe) corresponds to 20% of 
eligible Ontario labour expenses for the production 
of special effects and computer animation.
Ontario is the number one province for film and 
television production (38% of the overall production 
volume in 2011).

In British Columbia:

Film incentive bC (FIbC) is a refundable tax 
credit for film, television and digital production 
corresponding to at least 35% of eligible labour 
expenses (limited to 60% of total expenses) benefiting 
Canadian companies.

The british Columbia tax credit for production 
services corresponds to at least 33% of eligible 
labour expenses benefiting Canadian and foreign 
companies.

A 17.5% tax credit is also available for special 
effects and digital animation expenses. The 
province has become very attractive in this sector: US 
companies Sony Pictures/Imageworks and Scanline 
VFX have put down roots there.
 
because the tax credits are stackable, producers 
can maximize their tax deductions by using 
labour available in the province, filming there 
and creating the special effects there. The 
province has accordingly become very attractive and 
over 250 movies are shot there annually. In 2011, 
British Columbia saw the highest growth rate in the 
country in terms of production volume (+20.8% and 
a volume of 1.7 billion dollars) thanks to increased 
activity in the foreign production and production 
services sector, highlighting the role played by the tax 
credits.

music

There are fewer tax credits for the sound recording 
industry. In fact, there is no federal tax credit for this 
industry.
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In Quebec:

The SoDeC administers the tax credit for the 
production of sound recordings, equal to 35% 
of eligible labour expenses—expenses that must 
not exceed 50% of production costs—for Quebec 
companies producing either sound recordings, digital 
audiovisual recordings or music videos.

In Ontario:

The ontario sound recording tax credit (oSrTC), 
administered by the omDC, corresponds to 20% 
of eligible production expenses (artist royalties, 
rental of recording studio, etc.) for sound recordings 
by emerging Canadian artists. According to a 
CImA study conducted in 2011, the oSrTC’s 
investment of $CAn1.5 m in 2010 generated 
$CAn29.7 m in revenues over the entire value 
chain.

multimedia and video games

The Canadian incentive system in the video game 
and multimedia production industry is highly 
incentive, particularly at the provincial level. However, 
the federal government made cuts in the 2012 
budget that may lower the country’s attractiveness. 
Here, again, provincial tax credits apply to labour 
expenses.

At the federal level:

The research and development tax credit used to 
cover 20% of eligible expenses. However, the 2012 
federal budget revised this credit, bringing it 
down to 15% for foreign companies. This budget 
cut helped recover 1.7 billion dollars that was 
normally invested. Starting in 2014, real property 
expenses, including for computer equipment, 
will no longer be considered eligible expenses 
and the share of salaries applicable will drop 
from 65% to 55%. This reform will make the country 
less attractive compared to countries like the United 
States and Ireland.

In Quebec:

In 1996, Quebec became the first province 
to institute a tax credit for the production of 
multimedia titles. This tax credit now totals 37.5% 
for multimedia titles to be sold in French; 30% for 
multimedia titles to be sold without a French version; 
and 26.5% for all others. Products must comprise at 
least three of the following four media: fixed images, 
animated images, text and sound. This tax credit 
can be used in particular by video game developers. 
In 1997, Ubisoft was one of the first video game 
developers to benefit from it.

In Ontario:

The ontario interactive digital media tax credit 
(oIDmTC) reimburses 40% of eligible Ontario 
labour expenses and marketing and distribution 
expenses.7  The product must contain at least two 
elements among sound, images and text.

In British Columbia: 

Since September 1st, 2010, british Columbia 
offers the interactive digital media tax credit 
(IDmTC), covering 17.5% of eligible labour costs 
and benefiting multimedia productions (images, 
sound, text). Before that, incentive mechanisms for 
new media were limited to film and audiovisual 
productions. Thanks to this new tax credit, other 
industries can take advantage, and particularly 
the video game industry. However, it remains less 
competitive than the tax credits available from other 
provinces like Ontario and Quebec.

 

Page 237 Prior to March 2009, this tax credit varied between 20% and 35%.
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