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31 August, 2017 

Hon Mélanie Joly 
Minister of Canadian Heritage 
15 Eddy Street 
Gatineau, Quebec K1A 0M5 
 

Re: Report of the Standing Committee on Canadian Heritage -- DISRUPTION: CHANGE AND CHURNING 
IN CANADA'S MEDIA LANDSCAPE  

Dear Minister: 
 
I am writing to request a meeting with you and your staff to present Canadian advertisers’ serious 
concerns with the June Report of the Standing Committee on Canadian Heritage – “Disruption: Change 
and Churning in Canada’s Media Landscape.” Many of the recommendations contained in this report will 
have direct and costly implications for the Canadian advertising industry. In particular, we are concerned 
with the recommendation put forth by the Committee to limit the tax deductibility of digital advertising 
solely to Canadian-owned platforms.    
 
ACA is the only professional trade association dedicated to representing the interests of client 
companies that market and advertise their products and services in Canada. Our members, over 200 
companies and divisions, represent a wide range of industry sectors, including manufacturing, retailing, 
food and beverage, packaged goods, financial services and communications. They are the top 
advertisers in Canada with collective annual sales of more than $300 billion. 
 
Advertising is critical to a healthy and robust Canadian media industry and is one of the primary 
resources sustaining the Canadian broadcasting and publishing system. Advertising is a consistent 
source of funding for the programs and journalism that inform, entertain, employ and educate 
Canadians. Net advertising media spend in Canada was estimated at $14.08 billion in 2015.1 
Additionally, industry spending through sponsorship marketing, a major supporter of Canadian amateur 
sport and heritage and cultural organizations, was estimated to be $1.98 billion in 2017.2 Overall, per a 
recent Deloitte study, the impact of advertising on the Canadian economy is close to $100 billion 
yearly.3  

                                                           
1 CMDC Media Digest 2016/17 
2 11th Annual Canadian Sponsorship Landscape Study, Interim Report, 2017 
3 The Economic Contribution of Advertising in Europe: A Report for the World Federation of Advertiser, January, 
2017 
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The Standing Committee on Canadian Heritage has recommended “the Government of Canada amend 
sections 19 (newspapers), 19.01 (periodicals) and 19.1 (broadcasters) of the Income Tax Act to only 
allow a tax deduction of digital advertising on Canadian-owned platforms”.4 Currently, businesses 
deduct both domestic and foreign digital media spending as the Act is silent on the issue of country of 
residence.  

Over the last 10 years, digital advertising spend in Canada has grown from more than $1 billion to over 
$6.2 billion, eclipsing television as the largest share of advertising spend.5  
 
On face value, the Committee’s recommendation would seem like a positive solution to support 
Canadian publishers. The logic is that the  recommendations would impact the $5.6 billion in digital 
media spend that is not being spent in Canada, with the potential to net more than $1.04 billion in “new 
taxes” for the federal government that could be re-directed to support and subsidize failing Canadian 
media ventures.   

However, the amendments proposed by the Heritage Committee will instead precipitate a massive 
capital reallocation. Multinational advertisers will cease to release funds to spend at the local Canadian 
level and global Canadian advertisers will instead seek out-of-country solutions.  

The net result will be a significant downstream liability for the Government of Canada, as it will be 
looked to for promised support from Canadian publishers while the expected $1.04 billion tax revenue 
will simply not materialize.  

Concurrently, capital reallocation would ripple throughout the Canadian advertising industry, as critical 
functions integral to digital media spend, data and research would move to international hubs, 
impacting domestic digital technology innovation, creative productions and the Canadian publisher jobs 
that the Committee aims to protect. 

It is our position that the Government of Canada’s cultural policy should be aimed at attracting 
international investments that generate Canadian jobs in the digital sector. The government could 
accomplish this by aligning its support for Canadian-led initiatives (such as artificial intelligence and 
blockchain financial management) with industry-led efforts to create a world-leading fair, accountable 
and transparent media marketplace. 

 
The Canadian media landscape has changed dramatically in the last five years, becoming digitized and 
internationalized. Proposed simplistic solutions from an analogue era will wreak havoc when applied to 
a digital economy. 
 
 
 
 
 
 

                                                           
4 https://www.ourcommons.ca/DocumentViewer/en/42-1/CHPC/report-6/page-141 
5 https://iabcanada.com/content/uploads/2017/07/IABCanadaRevenueSurveyFinal2017.pdf 
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As you well understand, a vibrant Canadian advertising ecosystem is a major prerequisite to the survival 
of Canada’s floundering journalism and media industries. The health of Canadian advertisers is already 
being threatened on two other government policy fronts. These Heritage Committee’s proposals are 
being considered at a time when regulatory amendments to the Food and Drugs Act being pursued by 
Health Canada threaten to severely limit Canadian companies’ right to legally and responsibly market 
their products, including through advertising. In addition, the CRTC’s Broadcasting Order CRTC 2016-335, 
eliminating simultaneous substitution of advertising (simsub) for the Super Bowl, is depriving Canadian 
businesses of the opportunity to reach Canadian consumers with advertising that is relevant to them. 
Such marketing opportunities are the fuel by which businesses grow their sales and build their 
companies, in turn creating jobs and nourishing a robust and productive economy.   

 
Conclusion 

 
The Canadian broadcasting and publishing industries are not isolated. They are tied to an international 
and domestic advertising ecosystem that will react negatively to this proposed policy. Canadian 
advertisers provide the life-blood to Canada’s media establishment. However, advertisers’ goals are to 
support their marketing initiatives and they will make decisions accordingly.  
 
Canada’s advertising (and inadvertently media) industries are under serious attack by the federal 
government. Threatened policy and regulation impacting advertisers will have serious and long-term 
repercussions. 

 
I would appreciate an opportunity to meet with you and your officials to discuss the concerns outlined 
above and a policy environment within which advertisers can best continue to support Canadian media.   
 
I will be in touch with your office in hopes of scheduling a meeting at your earliest convenience. 

 
Sincerely 
 

 
 

Ronald Lund 
President and CEO 
Association of Canadian Advertisers 


