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EXECUTIVE SUMMARY

The Canadian Broadcasting Corporation, ‘CBC’, is a federal Crown corporation 
which engages in television, radio, and internet broadcasting. It reaches all 
across Canada, including the northern territories, and is owned by the federal 
government.

Using an intrinsic value method, discounting its projected negative free cash 
flows, un-taxed at statutory rates because it is losing money and is forecast to 
continue to do so, the entity’s value is estimated from a minimum of negative 
$52.5B to a maximum of negative $15.0B; with a tighter, more plausible range 
of a median (midpoint of all the relevant values) of negative $23.62B to a mean 
(simple average of all the relevant values) of negative $26.19B.  

Under the market-based valuation system, using four standard valuation 
metrics (P/Sales, P/BV, EV/Rev, EV/EBITDA: Price/Sales; Price/Book Value; 
Enterprise Value to Revenue; Enterprise Value to Earnings Before Interest; Taxes 
& Depreciation & Amortization), the current value ranges from negative $6.73B to 
positive $5.85B, with a mean of positive $0.21B and a median of positive $0.86B. 
More than forty comparable publicly traded broadcasting and media companies 
around the world were used for the comparative analysis.

As chronic loss generation makes valuation difficult, another approach was also 
used. The scenario experiment indicated that the CBC, if it were to have operating 
metrics similar to those of its twenty-five publicly traded broadcasting peers, 
could have a considerably higher potential value; or at least substantially positive, 
rather than negative. Using these results, slashing capital spending estimates, 
and again using an intrinsic value method, discounting projected free cash flows, 
taxed at statutory rates because it is now making rather than losing money and 
is forecast to continue to do so, the entity’s value is estimated from a minimum 
of positive $0.23B to a maximum of $0.80B; with a tighter, more plausible range 
of a median (midpoint of all the relevant values) of $0.36B to a mean (simple 
average of all the relevant values) of $0.40B. Other similar companies, when 
profitable command higher valuations. Please read further in the report.

Caveat: this report is nothing approaching a prospectus. Only an intensive, 
meticulously minute appraisal of all of the CBC’s assets, including its physical 
assets, all its accounts, and hidden assets and liabilities, plus all its contractual, 
legal, and regulatory obligations, would give an accurate valuation of the company; 
albeit still dependent on subjective reasoning and assumptions. Even then it 
would not necessarily indicate what magnitude of proceeds could or would be 
garnered in a divestment. The estimates, projections, observations, or analyses 
herein are neither definitive nor authoritative. Other analysts may have valid, 
alternative ways of scrutinizing and valuing the CBC.
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INTRODUCTION

History, Current State of the 

Company, and Its Operating Status

The CBC was created by an act of parliament 
in 1932, as the Canadian Radio Broadcasting 
Commission. Its first news broadcast was in 1933. 
The current name, the Canadian Broadcasting 
Corporation/Radio Canada (Radio Canada is the 
French language division of the firm) was adopted 
in 1936. It spread across the country, and into 
rural areas in the succeeding decades. The first 
television broadcasts by the CBC were in Toronto 
and Montreal in 1952. The Northern service was 
established in the 1958-9 period. Colour television 

broadcasting began in 1966. Satellite television 
service to the North began in 1972.  Radio Canada 
joined the French language international television 
consortium TV5 in 1986. The CBC launched its 
twenty-four hour news network in 1989. It began 
online services in 1993. Radio Canada streaming 
services began in 2010. CBC itself began its 
streaming service, Gem, in 2018. CBC Listen, a 
music streaming service, began in 2019.1

Throughout its history, the CBC has been dependent 
on government grants to fund its operating deficit 
and its capital expenditures. For the last several 
years, that has meant over a billion dollars in 
each and every year from Canadian taxpayers. 
Advertising and other revenue covers less than 
half the expenses of the company.2
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INTRINSIC VALUE: VALUATION OF THE CBC AS A BUSINESS,  
IN ITS CURRENT STATE 

For the intrinsic value, projecting future cash flow 
growth and bringing it to a net present value, was 
the approach taken, as the company is in its current 
state, which could undervalue the firm (please see 
Table 1). A simple capitalization perpetuity formula 
was used, which is appropriate for a mature 
company with no obvious potential mortality date 
forecastable. The company’s negative free cash 
flows’ nominal (i.e., not adjusted for inflation) 
growth rate range was held within a restrained 2 
to 4 percent range, and the required rate of return 
or cost of capital range was from 6 to 9 percent.  

Its cost of capital is unlikely to escalate, given low 
expectations, although interest rates and the rate 
of return investors demand on equity investment 
could increase.  

A proprietary model was used in projecting the line 
items that determine the various inputs into the 
intrinsic value. The model employs calculations 

based on recent and historic trends in those line 
items. Then the model uses formulas to project 
the line item numbers for the following year. All 
main constituent line-item factors that determine 
net income, operating and free cash flow were 
projected on the basis of historic behaviour and 
mathematical analysis. 

Using this method, the calculations estimate a 
minimum of negative $52.5B to a maximum of 
negative $15.0B, with a tighter, more plausible 
range of a median (midpoint of all relevant values) 
of negative $23.62B to a mean (simple average 
of all relevant values) of negative $26.19B. The 
large negative values illustrate the future liability 
of the company in its current loss-generating form 
for Canadian taxpayers and citizens.

CASE 1: Present Value of Projected Federal Government Cash Outlays for FY2020 and Beyond

METHOD 1: Projected Fully Taxed Free Cash Flow for FY2019 ($B)

  Present Value of Discounted Free Cash Flow = Estimated Next Year Free Cash Flow (Required Rate of Return [‘r’] = Growth Rate [‘g’])

  Projected Fully Taxed Free Cash Flow FY2019 ($B):  –$ 1.0449 

  Matrix Values ($B)   g==v; r==>   5.00%  6.00%  7.00%  8.00%  9.00%  10.00%  11.00%

 0.00%  –$ 21.00 –$ 17.50 –$ 15.00 –$ 13.12 –$ 11.67 –$ 10.50 –$ 9.54

 1.00%  –$ 26.25 –$ 21.00 –$ 17.50 –$ 15.00 –$ 13.12 –$ 11.67 –$ 10.50

 2.00%  –$ 35.00 –$ 26.25 –$ 21.00 –$ 17.50 –$ 15.00 –$ 13.12 –$ 11.67

 3.00%  –$ 52.50 –$ 35.00 –$ 26.25 –$ 21.00 –$ 17.50 –$ 15.00 –$ 13.12

 4.00%  –$ 104.99 –$ 52.50 –$ 35.00 –$ 26.25 –$ 21.00 –$ 17.50 –$ 15.00

 5.00%  $ –– –$ 104.99 –$ 52.50 –$ 35.00 –$ 26.25 –$ 21.00 –$ 17.50

 6.00%  $ 104.99 $ –– –$ 104.99 –$ 52.50 –$ 35.00 –$ 26.25 –$ 21.00

 7.00%  $ 52.50 $ 104.99 $ –– –$ 104.99 –$ 52.50 –$ 35.00 –$ 26.25

Intrinsic Value, 2020, Using Projected Free Cash Flow  of the Company As It Is

Table 1

Note: ‘g’ is Growth Rate in Free Cash Flow or Proxy, ‘r’ is the Required Rate of Return; Bold font figures are used in the Mean, Median, Minimum and Maximum 
determinations.
Source: Author’s calculations based on reports made available by the company.

   Minimum  Maximum  Median  Mean (Average)

 Value ($B) –$ 52.50  –$ 15.00  –$ 23.62 –$ 26.19 
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MARKET-BASED VALUE: VALUATION OF THE CBC USING STOCK 
MARKET AND FINANCIAL METRICS 

With respect to the market-peer comparison 
valuation, there are a few complications. As all the 
usual ‘profit’ measures are strongly negative for 
the CBC, the most extreme anomalies among the 
resultant metrics had to be deleted. There were still 
sufficient sample data for reasonable comparative 
purposes.  As noted in the Executive Summary, using 
four standard valuation metrics (Trailing Price/Sales; 

Price/Book Value; Enterprise Value to Revenue; 
Enterprise Value to Earnings Before Interest, Taxes 
and Depreciation & Amortization [EV/EBITDA]), 
the current value ranges from negative $6.73B to 
positive $5.85B, with a mean of positive $0.21B and 
a median of positive $0.86B. Please see the details 
of the models’ results in Table 2.

    Valuation metrics applied to Canadian Price to   Price to  Enterprise Value/Revenue  Enterprise Value/EBITDA 
    Broadcasting Corp. Figures in $B. Sales   Book Value  (subtracting Net Debt)   (subtracting Net Debt) 

    Average Twenty-five Broadcasting 
    Companies $ 0.42 $ 8.58 –$ 0.53 –$ 14.60

    Average Twenty-one Other Entertainment or 
    Media Operating or Holding Companies  $ 1.04 $ 1.87 $ 0.06 $ 4.89

    Average of All Above  $ 0.66 $ 5.85 $ 1.05 –$ 6.73 

   Minimum  Maximum  Median  Mean (Average)

 Market Value ($B) –$ 6.73 $ 5.85  $ 0.86 $ 0.21 

Market Valuation Using Financial Metrics from Comparable Companies

Table 2

Method 2: CBC Projections are for FY2020; Fully Taxed

Source: Capital IQ via Yahoo!Finance, additional material from BMO-Investorline, Valuation model formulae.

Market Value Using Comparable Companies and Four Viable Valuation Ratios

Source: Calculations based on CBC Annual Report financial data, comparison company data from Capital IQ via Yahoo!Finance.



8

F R O N T I E R  C E N T R E  F O R  P U B L I C  P O L I C Y

STRATEGIES AND ALTERNATIVES FOR COMMERCIALIZATION, 
DIVESTITURE, OR PRIVATIZATION

Whether the company is sold off to the public or 
to corporate, institutional, or other investors, it 
is unlikely to attract much attention, let alone 
money, in its current cash-burning state. Hence, 
it will have to be put on a commercial footing and 
rationalized. One possible scenario is constructed 

herein. Several operational metrics, i.e., return on 
assets, return on equity, gross margin, EBITDA 
(earnings before interest, taxes, depreciation 
and amortization) margin, operating margin, net 
margin, operating cash flow margin, and free cash 
flow margins of twenty-five other publicly traded 

      Using Average Using Average Using Average Using Average 
  Using Average Using Average Using Average Using Average Return on Return on Operating Free Cash 
	 	 Gross	Margin	 EBITDA	Margin	 Operating	Margin	 Profit	Margin	 Assets	 Equity	 Cash	Flow	 Flow	Margin

  Negative Values Negative Values Negative Values Negative Values Negative Values Negative Values Negative Values Negative Values 
 2020 Projections Excluded Excluded Excluded Excluded Excluded Excluded Excluded Excluded

 Industry Average 
 Operating Metrics 36.57% 20.26% 14.58% 7.84% 5.48% 15.56% 19.23% 14.86%

 Revenue $ 491,361 $ 491,361 $ 491,361 $ 491,361 $ 491,361 $ 491,361 $ 491,361 $ 491,361

 Gross Profit $ 179,687

 SG&A and R&D 

 EBITDA $ 179,687 $ 99,553

 Depreciation and 
 Amortization $ 113,829 $ 113,829

 Operating Income $ 65,858 – $ 14,276 $ 71,640 

 Finance Expense $ 19,622 $ 19,622 $ 19,622

 Pretax Income $ 46,236 – $ 33,898 $ 52,019 

 Combined 15% 
 Fed., 11.5% Prov. 26.5% 26.5% 26.5%

 Income Tax $ 12,253 – $ 8,983 $ 13,785

 Income Tax 
 (If negative=zero) $ 12,253   $ 13,785

 Net Income $ 33,984 – $ 33,898 $ 38,234 $ 38,518 $ 119,654 $ 118,002 $ 94,492 $ 73,001

 Depreciation and 
 Amortization $ 113,829 $ 113,829 $ 113,829 $ 113,829 $ 113,829 $ 113,829 $ 113,829 $ 113,829

 Other Non- – $ 88,446 – $ 88,446  – $ 88,446  – $ 88,446  – $ 88,446  – $ 88,446  – $ 88,446  – $ 88,446

 Changes in – $ 52,587 – $ 52,587  – $ 52,587  – $ 52,587  – $ 52,587  – $ 52,587  – $ 52,587  – $ 52,587

 Operating Cash Flow $ 6,780 – $ 61,102 $ 11,030 $ 11,314 $ 92,450 $ 90,798 $ 67,288 $ 45,797

 Capital Expenditures – $ 151,426 – $ 151,426  – $ 151,426  – $ 151,426  – $ 151,426  – $ 151,426  – $ 151,426  – $ 151,426

 Free Cash Flow – $ 144,646 – $ 212,528 – $ 140,396 – $ 140,112 – $ 58,976 – $ 60,628 – $ 84,138 – $ 105,629

 Alternative Scenario: CAPEX cut by 50%

 Operating Cash Flow $ 6,780 – $ 61,102 $ 11,030 $ 11,314 $ 92,450 $ 90,798 $ 67,288 $ 45,797

 Capital – $ 75,713 – $ 75,713  – $ 75,713  – $ 75,713  – $ 75,713  – $ 75,713  – $ 75,713  – $ 75,713

 Free Cash Flow – $ 68,933 – $ 136,815 – $ 64,683 – $ 64,399 $ 16,737 $ 15,085 – $ 8,425 – $ 29,916

 Final FCF        $ 16,737  $ 15,085   

 Average Final FCF(s) $ 15,911

Alternative Scenarios: Projections of Free Cash Flow, Using Peers’ Metrics

Table 3
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broadcasting corporations around the world were 
applied to the revenues of the CBC to generate 
profit-making optimized versions of the company. 
As its capital expenditures are also a major drain 
on cash, the projected outlay for the next year 
was cut in half. The results of all eight metric-

generated scenarios still projected negative free 
cash flow for all but two of the possible tracks. 
These two versions’ free cash flows were averaged 
and then used to generate a new intrinsic value 
for the company.

Source: Calculations from model derived from company annual reports.

This alternative approach yields a minimum of 
$230M to a maximum of $0.80B, with a more 
plausible range of a median (midpoint of the 
array of projected values) of $0.36B to a mean 
(simple average) of $0.40B. It should be stressed 
that there would be a lot of effort and, likely, 

loss of jobs and shutting of some operations and 
locations to rationalize the company to make it 
as productive and efficient as its industry peers, 
exemplified by the operating metrics used in this 
possible scenario.

Table 4

  CASE 2: Projected Fully Taxed Free Cash Flow for Optimized Company FY2020 ($B)

    Present Value of Discounted Free Cash Flow = Estimated Next Year Free Cash Flow (Required Rate of Return [‘r’] = Growth Rate [‘g’])

    Projected Fully Taxed Net Income as a Proxy for Fully Taxed Free Cash Flow for FY2020 ($B):  $ 0.0159 

  Matrix Values ($B)   g==v; r==>   4.00%  5.00%  6.00%  7.00%  8.00%  9.00%  10.00% 

 0.00%  $ 0.40 $ 0.32 $ 0.27 $ 0.23 $ 0.20 $ 0.18 $ 0.16 

 1.00%  $ 0.53 $ 0.40 $ 0.32 $ 0.27 $ 0.23 $ 0.20 $ 0.18 

 2.00%  $ 0.80 $ 0.53 $ 0.40 $ 0.32 $ 0.27 $ 0.23 $ 0.20 

 3.00%  $ 1.59 $ 0.80 $ 0.53 $ 0.40 $ 0.32 $ 0.27 $ 0.23 

 4.00%   -- $ 1.59 $ 0.80 $ 0.53 $ 0.40 $ 0.32 $ 0.27

 5.00%  –$ 1.59  -- $ 1.59 $ 0.80 $ 0.53 $ 0.40 $ 0.32

 6.00%  –$ 0.80 –$ 1.59 $ -- $ 1.59 $ 0.80 $ 0.53 $ 0.40

 7.00%  –$ 0.53 –$ 0.80 –$ 1.59 $ -- $ 1.59 $ 0.80 $ 0.53

Intrinsic Value, Free Cash Flow Optimized via Peers’ Metrics, Capex Cut 50%

    Minimum    Maximum    Median    Mean (Average)

 Gross Value ($B) $  0.23  $  0.80  $  0.36 $  0.40 
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DISRUPTIONS FROM EVOLVING COMPETITIVE, ECONOMIC,  
AND TECHNOLOGICAL FORCES

There are a wide variety of possible futures for 
broadcasting and media. On the positive side, 
there is a burgeoning of possible avenues of 
content delivery, from conventional broadcasting, 
to cable television and satellite, to streaming via 
the internet, and website delivery. The CBC is 
already using most, if not all of these conduits.3

However, conventional broadcasting also faces 
important competition from all these other new 
sources; its share of users’, viewers’ or consumers’ 
time is declining. It is also declining in absolute 
terms; i.e., in average hours and minutes watched 
per person per day, which helps determine 
advertising rates.4/5/6/7 

Streaming services and news and entertainment 
websites are attracting, and holding, more and 
more viewers’ eyeballs.8 There are many different 
streaming services, although two incumbents, 
Amazon Prime and Netflix, have what appears to 
be a ‘first mover’ advantage, and have thousands 
of movies, television shows, and other products 
and services available to subscribers for just a few 
dollars a month. There are some specialized ones 
too, and all of them tempt current cable television 
viewers to ‘cut the cord’ and subscribe to a few 
services, or many, which may not include CBC at 
all.9/10

Given all the unknowns and dangers, it seems 
to be a major risk to Canadian taxpayers, the 
ultimate owners of the CBC, to hang onto it in 
hopes that it will somehow veer or stagger into 
commercial viability as is; i.e., become sufficiently 
profitable to survive, if not prosper, without further 
government largesse, while fulfilling its socio-
cultural obligations set out in its 2020 annual 
report, on page 10, ‘About Us’:  

In a world of limitless global content, 
our mandate—to inform, enlighten and 
entertain—is more relevant now than ever 
before.

The Broadcasting Act states that our 
programming should:

● Be predominantly and distinctively 
Canadian;

● Reflect Canada and its regions to national 
and regional audiences, while serving the 
special needs of those regions;

● Actively contribute to the flow and 
exchange of cultural expression;

● Be in English and in French, reflecting the 
different needs and circumstances of each 
official language community, including 
the particular needs and circumstances of 
English and French linguistic minorities; 

● Strive to be of equivalent quality in 
English and in French;

● Contribute to a shared national conscious-
ness and identity;

● Be made available throughout Canada by 
the most appropriate and efficient means 
and as resources become available for 
the purpose; and,

● Reflect the multicultural and multiracial 
nature of Canada.

We pay special attention to the needs and 
reflection of Canada’s Indigenous peoples. 
To this end, we offer programming in eight 
Indigenous languages (Chipewyan, Cree, 
Gwich’in, Inuktitut, Inuvialuktun, North 
Slavey, South Slavey and Tlicho) via CBC 
North.

These goals may be considered laudable by many 
citizens, but they could be part of the reason the 
CBC is so costly. Another is that its offerings are 
not attracting viewers, and the advertising revenue 
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that they would, in turn, attract. Viewership for 
evening news is under one million viewers, as is 
most of their other fare. This means that if one 
million people are watching, they cost about 

$1,200 per annum to Canadian taxpayers. That is 
very costly. According to some measures, it is far 
less than one million viewers the CBC caters to. 
That is the definition of serving a niche market.11
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3.  READYING THE CBC FOR SALE

There needs to be a full recognition among CBC 
viewers and listeners, government officials, and 
Canadian citizens and taxpayers that the world 
the network used to operate in has changed, is 
still changing dramatically, and is a hazardous 
place for the remaining assets of the company; 
indeed, for its very survival. If any value is to be 
realized at all, the company needs a change in 
direction to become more commercially focused, 
and more differentiated, in a positive, original, 
imaginative way. This is not impossible. Corus 
Entertainment, the owner of the Global Television 
network in Canada, has a market capitalization of 
over $600M, and generated free cash flow of over 
$300M in the trailing twelve months. The CBC, 
roughly the same size, but also with considerable 
radio and internet or digital assets could potentially 
be worth much more.12 

In South Korea, with an economy roughly the 
size of Canada’s, there are several broadcasting 
networks of varying profitability.13 ITV, in the UK, 
is worth nearly three billion pounds, or almost five 
billion loonies, in an economy that is less than twice 
as large as Canada’s. It also generates nearly a 
billion dollars a year in free cash flow. Profitability 
for the CBC is not impossible or inconceivable; it 
just takes ingenuity, grit, and drive.14 

In the United States, Fox Television, both its news 
channels and its entertainment division, were 
created over twenty years ago now, but managed 
to find their own audiences, and became quite 
successful. There are other, lesser known networks 
in the United States which have fared well. 
There are other ‘over the air’ players: Univision, 
Telemundo (both Spanish language), the CW, and 
Ion Television, and many digital only services.  

Some major re-thinking of the CBC’s mission may 
be required for it to find a new, more successful 
path. More collaboration with overseas networks 
in news and entertainment could lower costs, 
attract more viewers, and consequently, more 
advertising revenue and streaming subscriptions.

Educational and Indigenous services may have 
to be conducted via a different government 
department, or in conjunction with educational 
institutions or provincial or territorial governments. 
More research into what audiences really want 
and actually watch and listen to is required. Some 
functions and staff may have to go. This would 
almost certainly be a multi-year restructuring, 
with an uncertain outcome, but potentially a much 
higher divestment value realized than has been 
estimated in this report. Restructuring should be 
undertaken before divestment.
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CONCLUSION

In general, entirely private sector companies 
tend to perform better than those within the 
government orbit or ownership. Crown ownership 
of a company exposes taxpayers, citizens, and 
even customers and suppliers to the risks of 
business and economic and technological trends 
that are unnecessary to experience; that is what 
private investors, institutional, individual, or 
corporate undertake in nearly every sector of 
the economy. This is evident in the competitive 
challenges noted in the report that the CBC faces. 
Meeting them will require ingenuity, dynamism, 
and capital not currently evident therein, nor on 
the immediate horizon.

Independence and removal of the risk of bad 
governance can only be guaranteed if the CBC 
is totally removed from politicians’ clutches; 
i.e., if it is fully divested to other, private sector 
investors. Management must be profit-oriented 
and compensated accordingly. There may be a 
need to bring in many outsiders to shake up the 
internal culture and reinvigorate creativity and 
productivity.  

Otherwise, the present ‘value’ of the CBC’s endless 
huge losses will remain in the tens of billions of 
dollars and have little likelihood of changing, yet 
another burden in the Covid-19-fed financial hole 
Ottawa has created for itself.



14

F R O N T I E R  C E N T R E  F O R  P U B L I C  P O L I C Y

ENDNOTES
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 2. See https://site-cbc.radio-canada.ca/documents/impact-and-accountability/finances/2019-2020-annual-report.pdf, p 67.

 3. See https://www.ibm.com/weather/industries/broadcast-media/trends-that-will-change-broadcasting.  

 4. See https://www.forbes.com/sites/blakemorgan/2019/07/05/what-is-the-future-of-television/#3ab0ee8759de.  
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 6. See https://www.thewrap.com/future-of-broadcast-tv-under-scrutiny-everyone-should-be-reevaluating/.

 7. See https://www2.deloitte.com/global/en/pages/technology-media-and-telecommunications/articles/gx-future-of-tv-video.html.  

 8. See https://www.pcmag.com/picks/the-best-live-tv-streaming-services.

 9. See https://www.vulture.com/article/best-streaming-services-guide.html.

 10. See https://site-cbc.radio-canada.ca/documents/impact-and-accountability/finances/2019-2020-annual-report.pdf, p 10.

 11. See https://wwitv.com/television/112.htm.

 12. See https://torontosun.com/opinion/columnists/lilley-canadians-are-ditching-cbc-so-why-do-we-keep-funding-it.

 13. See https://ca.finance.yahoo.com/quote/CJR-B.TO/cash-flow?p=CJR-B.TO.
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APPENDIX 1: 

RATIONALE FOR DIVESTITURE OR PRIVATIZATION

 5. A government-owned or -sponsored enterprise 
may compete directly against private sector 
firms, which are owned by or employ citizens, 
or against individual citizens, all of whom 
the government is supposed to serve, not 
disadvantage. 

 6. The government-owned or -sponsored enter- 
prise may compete unfairly against its 
private sector rivals in that it had or has 
access to lower-cost government-sourced 
and -guaranteed capital (debt). It may have 
a much larger debt component in its capital 
versus that which would be tolerated in the 
private sector. Thus, it may not have to meet 
high standards for profit and cost control, 
allowing it to offer lower than true free 
market-based competitive pricing. 

 7. Government-owned firms may not need to 
pay provincial or federal income taxes. This 
can allow such firms to supply goods or 
services more cheaply than the private sector 
companies they are competing with.

 8. Government-owned or -sponsored enterprises 
may not have any kind of profit orientation or 
target, may be used as public policy vehicles 
and may be given preference in their activities 
or even in their transgressions, such as labour 
or environmental abuses. 

 9. Government-owned or -sponsored enterprises, 
by virtue of being public sector vehicles 
overseen by bureaucrats and politicians, may 
be places where favoured individuals find 
employment, particularly at management 
levels. 

 10. Since profit is a secondary goal of a government-
owned or -sponsored enterprise, it is difficult  
to evaluate the effectiveness, efficiency or 
productivity of the enterprise or its employees. 
Consequently, these employees and assets 
may not be very productive or effective. 

While it is up to the people through their elected 
representatives to decide if a Crown corporation or 
other government agency or entity should be sold 
or otherwise privatized and the proceeds used for 
the benefit of all citizens and taxpayers, there are 
some established reasons to embark on such a 
path, some or all of which are cited for divestiture 
of such enterprises but may not be applicable in 
any single, specific case.

 1. The government has no mandate to own or 
run a commercial enterprise. The provision 
of citizens’ safety, security and justice is 
the government’s primary role, and its 
involvement in the economy should generally 
not extend beyond this. 

 2. Regulation can usually accomplish any public 
policy reason for direct involvement in an 
industry. If regulation is not easily feasible, 
then a direct contract or subsidy to any affected 
individuals, entity or entities may be more 
efficient or effective and less economically 
disruptive or costly. 

 3. If a government-controlled or sponsored 
enterprise has a monopoly position, near-
monopoly, or effective monopoly in a line 
or lines of business or businesses, then 
opportunities are lost in one or more 
commercial or potentially commercial sectors 
for entrepreneurs and investors to try to 
create and grow businesses to enrich and 
sustain themselves, employees, suppliers, 
and others.

 4. A monopoly, near-monopoly, or effective 
monopoly market position by a government-
owned or sponsored entity could result in 
far higher prices for customers, the general 
public, or a section of the public, than would 
be the case in a fully competitive marketplace 
for the industry involved. 
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 11. Government-owned or -sponsored enterprises 
are often creations of certain time-fixed 
circumstances and outlive whatever use or 
public policy role their creators may have 
conceived. Often, advances in technology; the 
modernization of transport, telecommunication 
or information technology; the evolution of  
the economy and available products and 
services and the increasing standard of living 
make these enterprises potentially obsolete. 
In the private sector, firms and individuals 
must adapt and evolve, or decline. 

 12. Government-owned or -sponsored enterprises 
perpetuate their possibly obsolete existences 
by virtue of the constituencies that build up 
around them: employees, managers, directors 
and bureaucrats, customers, suppliers and 
associated advocates or consultants. They can 
lobby to keep the enterprise going, despite 
dysfunction or losses. They are far more 
motivated to do so than are the taxpayers, 
whose average cost is much less per person 
and may be indirect, hidden or difficult to 
calculate. 

 13. Because they are not profit-oriented, govern-
ment-owned or -sponsored enterprises are 
usually less efficient, and thus they lower the 
overall efficiency of the entire economy. This 
can make a whole nation less competitive 
than its global rivals are, whether nations or 
individual companies. The effects are worse 
the greater the government involvement in the 
economy. When taken to its most extreme, as 
happened in 20th-century communist nations, 
the countries were unable to compete against 
capitalist companies, despite their immense 
direct and indirect subsidies, government 
support and the lack of profit requirement. 

14. Funds tied up in the capital of government-
owned or -sponsored enterprises could be 
used to reduce government debt or lower 
taxes on individuals or corporations, which 
they could then spend or invest as they freely 
choose, and thus they could inject money 
back into the economy in more lucrative and 
more constructive ways.

 15. Governments, generally, have a poor record 
of picking winners, or creating or owning 
enterprises that have market-competitive 
profitability, or attractive returns on 
assets, equity, or even returns that exceed 
governments’ own cost of debt service. If, 
rarely, they actually do, it generally turns 
out that they have been provided unusually 
good market, operational, regulatory, or other 
conditions not available to other, investor-
owned firms.

 16. The greater the number and size of government 
owned or government sponsored enterprises 
in an economy, the greater the size and 
power of the government, which is usually the 
largest single entity in society, increasing the 
dangers of abuse of power, including injuring 
individual citizens, companies, or groups.  
Effective capacity of opposition or recourse 
against this power diminishes as the portion 
of the economy the government occupies 
increases.
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