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Executive Summary 
 
 Thomas Video is a video rental store located at 60 Baker St. in downtown 

Guelph, and is the only remaining store of its kind in the city. It is owned and 

managed by Ian Findlay, who has been running the store for over 30 years. 

Throughout its existence, Thomas Video has seen many drastic shifts in the 

industry (usually as a result of technological advancement), and has survived every 

one of them. Today, the store caters to a specific group of locals with a strong sense 

of community and those who have not adopted the newest technological trend 

(internet) as their preferred source of entertainment.  

 The internet, and all the possibilities that it provides, are a veritable thorn 

in the side of Thomas Video. Though a large percentage of the core customer base 

are not as susceptible to switching over, it does create a barrier for attracting new 

customers. Thomas Video must rely on the experience and service it offers, its 

specialty inventory that often is not offered online, and its position as an integral 

part of the Guelph downtown community.  

 As long as the core group of customers stays intact, Thomas Video will 

continue to be able to operate. Ideally, a new group of customers and/or source of 

revenue can create a greater margin of safety for the business to operate in, lest the 

current group of customers gets smaller.  
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Business Model 

 For over thirty years, Thomas Video has been offering consumers of Guelph and 

surrounding area an extensive back catalogue of the latest blockbusters, documentaries, 

family, classics, Canadian, and foreign films for rent. Video rentals begin at $5.00 for 

older films, and $6.00 for the latest releases. Thomas Video also has an online presence, 

offering collectors and aficionados of films to purchase some of Thomas Videos catalogue 

of movies, many of which are on the previously enjoyed media such as VHS.  

 

Value Proposition 

 One of the many ways in which Thomas Video creates value for its consumers is 

through its extensive and fantastic collections of films to rent. Many of these titles are 

films customers cannot find anywhere else- not on Netflix, Hulu, Amazon, or any of the 

cable providers. Thomas Video's library of movies can keep a lover of all films busy for 

years to come, with new discoveries hiding in every corner of the shop.  

 The most important way in which Thomas Video creates value for its members is 

through the knowledgeable and friendly staff who greet you on the journey through the at 

first seemly daunting task of choosing what to delve into this evening. The focus at 

Thomas Video is that of customer service. Unlike its competitors (Netflix, Rogers), the 

staff at Thomas Video interacts with you and gets to know you (your likes and dislikes, 

favorite genre, etc). Movie selection and recommendations at Thomas Video is not simply 

broken down into an algorithm, it is truly the ideal experience for any movie lover who 

enjoys discussing, and even arguing what the best films of all time are.  

 

Quality of Management 

 Thomas Video is owned and operated by Ian Findlay, Councilor for the City of 

Guelph, Ward II. Ian has been the owner of the Guelph location of Thomas Video since the 
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initial franchising, which occurred over thirty years ago. Over that period, Ian has seen the 

industry go through many changes, the most important of which is that of technological 

changes. There has been several times in which Ian has been bitten by changes in 

technology, such as the constantly changing medium in which consumers engage in 

viewing films. Despite the rocky ups and downs of the industry, there has been one 

constant at Thomas Video, the steady hand of Ian Findlay.  Ian has managed to guide 

Thomas Video through all of these challenges with his financially conservative approach to 

operating Thomas Video and in his selection of his staff members.  

 Thomas Video has managed to stay lean and light over the course of its operations. 

After the first year of business, Ian had managed to pay back all outstanding debts, a feat 

many new businesses struggle with. After this point, Ian ran Thomas Video as an all cash 

operation and by doing so this allowed Ian to keep his costs low and gave him the 

flexibility to react to industry changes on a moment's notice.  

 Due to Ian’s busy schedule as a city councilor and active champion of Guelph local 

business, his active involvement in running Thomas Video is limited to a few hours a day. 

During this time Ian is dealing with administrative duties, updating Thomas Videos 

presence on social media and ensure orders are being shipped from the transactions 

through Amazon. For this reason, the staff working at Thomas Video is a critical 

component of the continuing operations. When selecting staff, Ian doesn’t look for a 

“movie buff,” he looks for individuals who are passionate about customer service. Thomas 

Video is built on exceptional customer service, and Ian expects each staff member to 

continue this long-standing tradition. In return, Ian provides the staff with independence 

and autonomy, if a decision must be made Ian prefers that staff make a wrong decision 

than nothing that all. It is this level of trust that empowers the staff at Thomas Video, and 

gives them the sense that they are a driving force responsible for the returning members. 
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It is with this relationship Ian has with his staff members that has resulted in a low level of 

employee turnover and a high level of employee engagement.   

 

Strategic Analysis 

Industry & Societal Trends 

 Thomas Video's entire existence has revolved around adaptation: adapting to 

franchise competitors such as Blockbuster or Rogers Video entering the market; adapting 

changes in consumer preference. However, the most relentless shifting in the video 

entertainment market comes from technological progress. Throughout the years, the 

media of home entertainment has changed many times- each time requiring the players in 

the industry (like Thomas Video) to invest significant amounts of capital into keeping 

inventory up-to-date.  Often, small independent ventures are unable to keep pace 

financially with the rapidly changing environment of the industry they operate in, and go 

out of business. When big players like Blockbuster and Rogers entered the market, they 

exacerbated the struggles of the independent video rental by operating a low-cost, high-

volume strategy on new-releases that the smaller players could hardly compete with. The 

onset of franchise rental stores marked the end of the age of independent video rental 

outlets, exemplified in 2005 by the near hegemony that Blockbusters and Rogers had 

created in Guelph. The only remaining independent at this time was- you guessed it- 

Thomas Video.  

 Around 2005, another technological shift was occurring- this one more profound 

than any changes gone before it: video was going online. Though 'internet' had been 

around for quite some time, it was not until the mid-to-late 2000s that broadband 

internet became widely accessible to the public. Broadband internet would allow for faster 

video downloading, as well as streaming on-demand. Essentially, Muhammad no longer 
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had to come to the mountain. Indulging people's impulsiveness and proclivity towards 

convenience, the internet had changed the entertainment viewing game in a way that 

rendered the last remaining video rental outlets all but obsolete. DVD rentals declined 

dramatically, and by 2012 both Rogers and Blockbusters- once Goliaths in the Canadian 

entertainment business-  had closed their doors in Guelph. Thomas Video was the only 

one left, and not only did it survive but many of the customers from its now- bankrupt 

competitors switched over, thus breathing a new life into the business.  

 The change of preference to online streaming and downloading (with Netflix and 

the Pirate Bay as new major players) has been consistent, with little chance of reversal. As 

this is a medium that Thomas Video will not likely be able to embrace, its growth 

opportunities are very limited. Though channels like social media can and are used for 

promotional purposes, the internet is a technological change that does not favour Thomas 

Video, nor is it likely that there will be any in the future that do. Growth (if desired) will 

only be able to occur through 2 ways: get new local customers to come in and rent videos, 

or get existing customers to rent more videos than they already do. Both are easier said 

than done. 

Risks and Uncertainties 

 It is with the broaching of the subject of existing customers that Thomas Video 

finds its certainties, yet also its risks. Thomas Video thrives through a select group of 

around 500 loyal customers that account for the vast majority of its business (about 80% 

of revenue). These customers are loyal in the sense that they are often staunch supporters 

of local business and the concept of community; both of which Thomas Video and its 

owner Ian Findlay are advocates of. Many have been renting from the store for over a 

decade (or two), and are far less susceptible to being swayed by the allures of 'the internet'. 
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This is in large part a testament to the warmth that Thomas Video emanates as a local 

business, and the role it plays in the lives of many of the people that peruse its aisles that 

are so full of cinematic nostalgia. In addition to their loyalty, this group of individuals is 

also largely part of an older demographic, and in many cases reject the switch to more 

modern viewing media as they often lack the understanding of how it works, and have 

little desire to figure it out.  

 The risk lies in the reliance on this group of customers. Where most businesses 

have a very similar composition of revenue source (80% of revenue from 20% of 

customers), Thomas Video does not have the luxury of a pool of potential future 

customers. If for whatever reason  individuals in this group of 500 frequent customers 

were to decrease their expenditures or change their viewing media preferences, it would 

have a larger than proportional impact on Thomas Video's income. It is with this 

knowledge that it is evident that the necessity for maintaining existing customers is as 

important, if not more so, than the acquisition of new ones. 

Porter’s Five Forces 

  

Forces Thomas Video “500” Other 

Threat of New Entrants None Moderate 

Threat of Substitute 
Products and Services 

Moderate High 

Bargaining Power of 
Customers 

Moderate High 

Bargaining Power of 
Suppliers 

Low 

Intensity of Competitive 
Rivalry 

Low Very High 
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 To further analyze the present and future viability of Thomas Video, we utilize 

Porter’s Five Forces model to assess the strength of Thomas Video and its ability to make a 

sustained profit in the movie rental business. Additionally, we also realize that the core of 

its loyal customer base (referred to as the "500") may not be affected in the same way as 

the regular consumer ("other"), and look to differentiate in the effects that each of the 

forces have on these two types of customers. 

 

Threat of New Entrants 

 Entry into the in- home entertainment industry is constrained by a couple of 

factors. The typical brick-and-mortar store concept can be started on a small scale, but it 

requires substantial amount of time and capital. One not only has to acquire distribution 

rights from movie suppliers; the initial cost to acquire a store, inventory and personnel can 

be considerable, and exit costs from such a business won’t allow one to completely recover 

costs. Given the state of the DVD renting industry, the likelihood of a competitor arriving 

in Guelph is practically zero percent.  

 Nevertheless, Thomas Video is still viable because it has the  advantage of being 

only video store in a geographic region with a strong sense of community support for local 

businesses. This allows the business to attract enough customers to stay profitable. Part of 

what makes it so appealing to the loyal customer base is the experience and atmosphere, 

which is something that any new entrant in the online viewing business will not be able to 

offer. Thus, threat of new entrants is virtually non-existent for the core '500'. For the other 

customers, it is more likely that advances in other viewing media will compromise their 

loyalty to Thomas Video.  
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Threat of Substitute Products or Services 

 There is no real threat of a substitute for movies and shows- people may decide to 

indulge in another form of entertainment on any occasion, but ultimately we can safely say 

that most people always have and always will want to watch shows and movies. Thus,  the 

substitutes are not in the product, but in the service. Where people in the long run will not 

forego this form of entertainment entirely, they do have the option to enjoy it differently.  

 The threat of substitute services to Thomas Video is quite high, because it 

competes with other entertainment distribution channels that are substantially 

interchangeable. Consumers have easy access to various sources at minimal switching 

costs, so that great difference in price and ease-of-access can cause consumers to abandon 

one viewing source and replace it with another.  For the core '500' the threat of substitutes 

is lower: they enjoy the service and experience as Thomas Video offers it, and are less 

likely to replace it for a slightly cheaper or more convenient alternative. 

 

Bargaining Power of Customers 

 Given that movie and games cannot be differentiated and all offer similar quality 

(whether it is watching a DVD or streaming online), consumers are extremely price 

sensitive and this does not give room for distributors like Thomas Video to charge prices 

significantly different from other competitors. There are little to no switching costs, giving 

consumers full autonomy to access whatever suits their entertainment needs. Thomas 

Video thrives by offering a unique experience and titles that one cannot find easily through 

other media, thereby enabling it to charge comparable prices that consumers are willing to 

pay. These are often specific about what they want to watch which makes them more likely 

to not substitute their DVDs for alternative sources. For this reason we consider buyer 

power for the '500' to be moderate. They still have the option to switch to online viewing, 

but would lose the experience that they value. 
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 Most consumers value easy and immediate access and prefer their products to be 

portable and transferrable, thus they are more prone to substitute and vary how they 

watch movies and shows than those that constitute the '500' . These buyers are more price 

sensitive and likely to pursue more convenient alternatives. 

 

Bargaining Power of Suppliers 

 Suppliers in the movie industry exert some power, since there are only a limited 

number of major film studios and wholesale distributors in the industry. They control the 

price that distributors have to pay for their product. Suppliers also dictate the window 

time for movie releases and thus dictate the timeframe for profits on new releases for the 

industry.  

 There are several DVD wholesale suppliers in Ontario. Entertainment One in 

Toronto is part of a larger multinational corporation that has been showing continual 

success on the London Stock Exchange since 2008. Over the last four years, share value 

for E1 has increased five-fold.  KRK Media is a smaller local wholesaler (Waterloo) that 

supplies a large percentage of Thomas Video's films, and does the same for many of the 

approximately 600 independent video rental stores across Canada. There exists essentially 

a symbiotic relationship between KRK and the independents, as success for one is 

correlated to success for the other. It can be said that KRK's bargaining power is relatively 

low, as they are largely restricted to supplying the titles that the independents (like 

Thomas Video) are wanting to buy, for the prices they are willing to pay. 

 The single greatest threat to the video rental industry from a supply perspective is 

the complete obsolescence of DVDs, in the sense that they stop being produced and the 

supply chain ends completely. It is unlikely that this will happen any time in the near 

future, but it is possible that there will come a time where this is the case. 
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Intensity of Competitive Rivalry 

 The video rental industry covers a broad spectrum and given changes over the 

years, Thomas Video faces little competition from brick- and- mortar stores. There are a 

few in the region-such as Far Out Flicks in Waterloo- but as the customer base is 

predominantly local, there is not much competition between them.  However, it still faces 

a very intensively competitive marketplace where the same movies and games are 

distributed over a broad range of technologies and channels. Being a small business in 

Guelph, Thomas Video has to compete with giants like Netflix, Apple TV, Redbox, and big 

retailers like Wal-Mart and Future Shop.  These big companies compete through price 

competition, advertising and new promotions which make it very difficult for small player 

like Thomas Video to thrive. Companies distinguish themselves through differentiated 

service which allows Thomas Video to stay profitable. Unlike competitors such as Redbox 

(vending kiosks) or Netflix (streaming), Thomas Video thrives on face-to-face customer 

service. This enables it to recommend movies based on customers tastes and also answer 

any questions they may have. 

 Competitive rivalry for the '500' is quite low, as other competitors won't offer the 

services and products which has them staying loyal to Thomas Video in the first place. 

Undoubtedly a portion will eventually switch over to other media, but a large part will still 

go to Thomas Video as they have always done. A tougher task is to maintain the business 

from the casual customer, and to get new people coming in. Today there are more options 

than ever when it comes to deciding when, where, how, and with what we entertain 

ourselves. As the average consumer might not have as strong a sense of loyalty or 

community involvement, or place less value on the overall experience that Thomas Video 

offers, they will be more likely swayed by the inevitable convenience of on-demand 

viewing and online streaming. Competitive rivalry for this class of consumer is very high 

for Thomas Video, and would be incredibly difficult to access that pool of revenue. 



	  

	   12	  

Conclusion 

	   Thomas	  Video	  is	  competing	  against	  another	  technological	  shift.	  By	  now,	  the	  

core	  of	  the	  customer	  base	  is	  part	  of	  a	  niche	  market	  that	  online	  competitors	  don't	  

necessarily	  cater	  to.	  For	  this	  reason,	  they	  are	  less	  susceptible	  to	  switch	  viewing	  

preferences	  than	  the	  average	  consumer.	  As	  long	  as	  the	  core	  source	  of	  revenue	  stays	  

intact	  and	  keeps	  renting	  activity	  at	  a	  certain	  volume,	  Thomas	  Video	  will	  probably	  

continue	  to	  be	  profitable.	  That	  being	  said,	  over	  time	  it	  appears	  more	  likely	  that	  less	  

people	  will	  rent	  movies	  than	  more.	  Without	  new	  sources	  of	  revenue,	  there	  may	  come	  

a	  time	  in	  the	  future	  where	  Thomas	  Video	  is	  still	  making	  a	  slight	  profit,	  but	  the	  amount	  

may	  not	  justify	  the	  time	  and	  effort	  required	  to	  keep	  it	  running.	  

	   Thomas	  Video	  has	  come	  close	  to	  bankruptcy	  in	  the	  past,	  and	  through	  a	  

combination	  of	  skill	  and	  luck	  has	  been	  able	  to	  weather	  every	  storm.	  	  Although	  the	  film	  

industry	  is	  entering	  an	  era	  unlike	  those	  that	  preceded	  it,	  there	  will	  always	  be	  a	  

demand	  for	  DVD	  rentals,	  and	  Ian	  has	  the	  experience	  and	  personality	  to	  keep	  the	  

business	  running	  for	  as	  long	  as	  it's	  possible	  to.	  

	  

Recommendations	  

	   The	  recommendations	  are	  more	  like	  suggestions	  and	  ideas	  as	  to	  potentially	  

find	  new	  customers	  and	  increase	  revenue	  for	  Thomas	  Video.	  The	  important	  

consideration	  for	  any	  course	  of	  action	  is	  likely	  that	  it	  is	  relatively	  low-‐cost,	  as	  there	  

will	  always	  be	  a	  likelihood	  that	  it	  doesn't	  catch	  on.	  

	   To	  ensure	  Thomas	  Video	  retains	  and	  perhaps	  entices	  more	  rural	  clientele	  to	  

continue	  to	  rent	  videos	  through	  a	  period	  of	  strengthening	  internet	  connectivity	  into	  
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the	  rural	  surrounding	  communities,	  it	  is	  recommended	  that	  Thomas	  Video	  pursues	  a	  

trial	  project	  of	  mail-‐to-‐order	  rental.	  Under	  this	  project,	  Thomas	  Video	  could	  offer	  

members	  the	  option	  to	  select	  a	  bundle	  of	  films	  for	  the	  week	  and	  have	  them	  mailed	  to	  

their	  residence.	  Thomas	  Video	  would	  cover	  the	  cost	  of	  shipping	  to	  and	  from	  the	  

location,	  in	  the	  hopes	  that	  this	  would	  entice	  rural	  customers	  to	  continue	  to	  rent	  

videos	  during	  times	  of	  bad	  weather	  and	  the	  growing	  pains	  of	  the	  rural	  internet	  

expansion.	  	  	  

	   Another	  possible	  opportunity	  for	  Thomas	  Video	  is	  the	  student	  population	  at	  

the	  University	  of	  Guelph.	  Most	  of	  these	  students	  grew	  up	  in	  a	  time	  where	  renting	  was	  

still	  the	  only	  option	  other	  than	  buying,	  and	  might	  have	  that	  feeling	  of	  nostalgia	  when	  

going	  to	  a	  place	  like	  Thomas	  Video.	  It	  might	  be	  possible	  to	  book	  an	  area	  in	  the	  

University	  Center	  (like	  the	  man	  who	  sells	  old-‐school	  Nintendo	  games,	  or	  the	  man	  that	  

sells	  flags),	  and	  have	  a	  selection	  of	  movies	  that	  students	  can	  rent	  without	  having	  to	  go	  

downtown.	  It	  could	  be	  a	  good	  promotional	  activity,	  as	  well	  as	  a	  potentially	  feasible	  

business	  opportunity	  if	  it	  appears	  that	  the	  interest	  is	  there.	  If	  (UoG	  policy	  and	  

regulation	  permitting)	  it	  is	  possible	  to	  have	  a	  designated	  day	  and	  spot	  for	  movie	  

returns	  on-‐campus	  a	  week	  later,	  it	  could	  be	  an	  opportunity	  to	  do	  this	  weekly	  and	  

increase	  the	  customer	  base	  at	  a	  low	  cost.	  If	  it	  turns	  out	  that	  it	  isn't	  a	  feasible	  option,	  

all	  that	  would	  be	  lost	  is	  the	  cost	  of	  renting	  a	  spot	  in	  the	  UC	  for	  an	  afternoon.	  


