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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

• The Beef Cattle Production industry in Canada has experienced increased demand during the COVID-19
(coronavirus) pandemic as Canadians have become less selective over what meat they purchased amid a supply
shortage. For more detail, please see the Demand Determinants chapter.

• The industry's low degree of globalization leaves it insulated from trade restrictions associated with the coronavirus
pandemic. The industry has a low reliance on trade and trade is exclusively with a border nation, the United States,
and thus revenue streams are unlikely to severely decline. For more detail, please see the Industry Globalization
chapter.

• Revenue is expected to increase slightly in 2021 as prices grow due to scarcity in supply. For more detail, please
see the Current Performance chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Beef Cattle Production industry in Canada raises cattle, including cattle for dairy herd replacements, and fattens

cattle to prepare them for consumption.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Operating cow-calf ranches

Operating feeder and stocker ranches

Operating feedlots

The major products and services in this industry are:

Heifers

Steers

Calves

Bulls

Beef cows

Other revenue sources
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Supply Chain

SIMILAR INDUSTRIES

Dairy Farms in Canada Hog & Pig Farming in Canada Chicken Egg Production in
Canada

Chicken & Turkey Meat Production
in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Beef Cattle Production in the US Beef Cattle Farming in Australia Beef Cattle Feedlots in Australia Sheep-Beef Cattle Farming in
Australia

Grain-Sheep or Grain-Beef Cattle
Farming in Australia

Sheep and Cattle Farming in
China

Beef Cattle Farming in New
Zealand

Sheep-Beef Cattle Farming in New
Zealand

Raising of Animals in Ireland      
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Industry at a Glance
Key Statistics

$16.6bn
Revenue

Annual Growth

2016–2021

2.2%

Annual Growth

2021–2026

-0.2%

Annual Growth

2016–2026

 

$947.5m
Profit

Annual Growth

2016–2021

-10.4%

  Annual Growth

2016–2021

 

5.7%
Profit Margin

Annual Growth

2016–2021

-5.3pp

  Annual Growth

2016–2021

 

33,991
Businesses

Annual Growth

2016–2021

0.9%

Annual Growth

2021–2026

0.4%

Annual Growth

2016–2026

 

38,765
Employment

Annual Growth

2016–2021

1.6%

Annual Growth

2021–2026

0.2%

Annual Growth

2016–2026

 

$451.5m
Wages

Annual Growth

2016–2021

1.5%

Annual Growth

2021–2026

0.1%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

2.3%
Per capita disposable income

1.5%
Canadian effective exchange rate
index

-0.1%
Per capita beef consumption

3.8%
Price of feed

3.7%
Price of red meat

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Industry Globalization

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Industry Assistance
Medium / Steady   Regulation & Policy

Medium / Increasing

  Technology Change
Medium

NEGATIVE IMPACT

  Capital Intensity
High   Barriers to Entry

Low / Steady

  Competition
High / Steady

 

Key Trends

 The industry has been declining as prices come down from
their peak

 Industry profit has fallen over the past five years

 Operators will likely experience external competition from
companies in the United States

 IBISWorld expects per capita beef consumption to climb
marginally

 Exports to the United States are forecast to grow moving
forward

 New doors will likely open to the industry as agribusiness
reduces its environmental footprint

 Despite the record-high prices received for cattle, some
industry operators have struggled
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Imports

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Barriers to Entry

  High Competition

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Capital Requirements

   

OPPORTUNITIES

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Low Performance Drivers

  Price of red meat
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Executive Summary Having a cow: Industry growth is expected to slow down as cattle pricing
declines

Over the five years to 2021, the Beef Cattle Production industry in Canada has not been able to match its historic
peak in 2014, although cattle prices and profit have remained high. Overall, cattle herd numbers have fallen while
demand for beef has remained relatively consistent. This constrained supply has caused a spike in cattle prices as
downstream food producers have tried to meet demand for beef. The average price of cattle and calves rose
considerably prior to the period, setting record revenue levels. However, prices began to fall early during the period
as these capacity restraints were addressed and demand for beef declined in response. Further, this trend reversed
during the second half of the period, exacerbated by the COVID-19 (coronavirus) pandemic, which resulted in strong
revenue growth. Overall, industry revenue has climbed an annualized 2.2% to $16.6 billion over the five years to
2021, including an increase of 0.3% in 2021 alone amid a forecast shrink in per capita beef consumption.

Despite the record-high prices received for cattle over the past five years, some industry operators have struggled.
Feedlot operators that prepare cattle in their final stages before slaughter have experienced pressure due to
increasing cattle prices from upstream cow-calf and stocker operations, which are also part of the industry, and
declining herd numbers. Feedlot inventories have consequently run low and the double burden of high prices and
reduced inventories has pushed out several smaller feedlots from the industry. Ultimately, profit has fallen during the
period.

Industry growth is expected to slow down as the cattle pricing cycle begins to hit a downswing. Industry revenue is
anticipated to shrink an annualized 0.2% to $16.5 billion over the five years to 2026. Cattle numbers are at historic
lows, but increasing prices during the current period is expected to result in larger herds, which may ultimately
reduce prices during the second half of the outlook period. This is not expected to offset a continued expansion
during the first half of the period, while the countervailing trends will likely result in stable profit moving forward.
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Industry Performance

Key External
Drivers

Price of red meat

Red meat prices are a major driver of meat processing, and therefore, affect demand and prices for cattle. The
effect of red meat prices on cattle is dependent on the source of price fluctuations since it is primarily the price of
cattle that affects the price of red meat. However, if the price of meat rises due to market dynamics in the retail
industry, this tends to translate into higher demand for cattle as meat processors increase production. The price of
red meat is expected to increase in 2021, representing a potential opportunity for the industry.

 

Per capita disposable income

Per capita disposable income determines an individual's ability to purchase goods or services. As disposable
income grows, consumers tend to increasingly spend on higher-priced goods and discretionary products. As a
result, demand for meat tends to increase as disposable income rises. Per capita disposable income is expected to
decrease in 2021.

 

Per capita beef consumption

Increased public awareness regarding health and diet is changing consumption patterns for red meat. The popularity
of low-fat diets negatively affects the industry because red meats, such as beef, are higher in fat than other meats
and are often perceived to be unhealthy. Per capita beef consumption is expected to decrease slightly in 2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index is a weighted average of bilateral exchange rates comparing
the Canadian dollar with the currencies of Canada's primary trading partners. When the Canadian dollar
appreciates, domestic products become more expensive to foreign buyers. However, the reverse is true when the
Canadian dollar depreciates. The CEER index is expected to increase in 2021.

 

Price of feed

Aside from purchases of cattle themselves, feed represents the industry's largest cost. Over the past decade, grains
and oilseeds typically devoted to livestock feed and food products have become increasingly used as biofuel inputs.
The new use for these agricultural products has driven demand up, and therefore, prices, which has put pressure on
the average industry profit margin. The price of feed is expected to increase in 2021, posing a potential threat to the
industry.
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Current
Performance

The Beef Cattle Production industry in Canada raises cattle for slaughter,
with industry products primarily destined for downstream meat
processors in the Meat, Beef and Poultry Processing industry in Canada
(IBISWorld report 31161CA).

Within the industry, several types of establishments generally specialize in raising cattle during a certain phase of
their growth. Cow-calf operations focus on breeding calves, so once the calves are mature enough to be weaned,
which is between six and eight months, they are usually sold downstream as stocker cattle to backgrounding
operations. Backgrounding operations feed cattle a high forage diet of products, such as alfalfa hay and straw, for
cattle to put on weight without becoming too hefty. After three to six months, they are sold as feeder cattle to
feedlots, which are large ranches with thousands of cattle that are fed a grain-intensive diet. However, cattle may be
sold directly to meat processors from any of these three operations. Grains such as barley and wheat are high in
calorie content, which helps cattle put on weight so they are prepared for market.

Industry operators are structured very differently depending on which phase of cattle production is their specialty. In
general, the industry can be largely divided into two halves, including smaller forage-dependent establishments and
larger grain-reliant feedlots. The performance of both halves determines industry revenue. However, the
performance of the industry as a whole is primarily dependent on price fluctuations in the cattle market. The market
tends to follow a beef price cycle, where the industry herd is cut as profit declines and tends to increase as profit
improves. Prices fluctuate as the supply of cattle changes over time with a certain lag. The industry reached a peak
just prior to the period as revenue grew significantly with prices soaring as a result of herd cutting and strong
demand from meat processors. Since then, the industry has been declining as prices come down from their peak as
demand for beef adjusts. However, this was offset by scarcity during the outset of the COVID-19 (coronavirus)
pandemic, which increased prices drastically. This trend is expected to continue in 2021, accelerating growth during
the second half of the period. As a result, industry revenue will likely grow an annualized 2.2% to $16.6 billion over
the five years to 2021. This includes an increase of 0.3% in 2021 alone as growing prices offset a forecast decline in
beef consumption.

HERDS DOWN, PRICES UP

Cattle herd numbers have been declining steadily over the past decade.

However, several challenges during the period has caused herd numbers to be squeezed even further. Herd
numbers have been low across the United States and Canada since operators have been unable to quickly rebuild
their herds. According to Statistics Canada, the total number of beef cattle is expected to reach 9.2 million in 2021,
down from 9.7 million in 2016. This decrease has been steady, continuing a trend of decline prior to the current
period. This drove the price of cattle to historic highs, which then declined early during the period as demand shifted
to less expensive substitutes such as poultry, pork and fish. The number of cattle increased again in 2018, but was a
short-lived trend.
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Overall, operators enter the industry as profit attracts new entrants. This tends to happen with a lag, with many
operators entering late during the period amid expectations of high profit. Industry profit, measured as earnings
before interest and taxes, has fallen over the past five years, accounting for an estimated 5.7% of revenue in 2021,
down from 11.0% in 2016. Consequently, the number of industry establishments is expected to rise, increasing an
annualized 0.6% to 34,939 cattle farms over the five years to 2021. While demand rises and the number of farms
increases, industry employment often falls as farms consolidate and become more vertically integrated. Industry
employment is forecast to expand, climbing an annualized 1.6% to 38,765 workers over the five years to 2021.

DOWNSTREAM DEMAND

On the most basic level, downstream demand for the industry is
determined by consumer demand for beef.

Per capita beef consumption in Canada has marginally declined, shrinking an annualized 0.1% over the five years to
2021, which can be partially attributed to growing beef prices during the same period. While meat has largely
inelastic demand, more price-conscious consumers will likely opt for less expensive options when the cost of beef
grows.

Farmers and meat processing facilities in the United States are also an important source of industry demand. As a
result, international trade is a salient indicator of the industry's performance. The value of exports has decreased an
annualized 9.9% to $898.3 million over the five years to 2021, accounting for 5.4% of revenue in 2021. This decline
happened despite a depreciating Canadian dollar during much of the period. Conversely, unencumbered by the
aforementioned depreciation, the value of imports have increased an annualized 47.4% to $282.9 million over the
five years to 2021, satisfying 1.8% of domestic demand in 2021. While this growth is sizable, it is primarily due to the
low base from which imports have grown and the unprecedented growth in 2017 as domestic demand grew but herd
numbers faltered in comparison. Domestic operators will likely experience external competition from companies in
the United States as imports from the country generate a greater share of industry revenue, although this threat has
been limited by protectionist tariffs.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per Capita Beef
Consumption
(Pounds (lb))

2012 14,103 1,921 23,908 21,188 25,234 1,228 35.2 374 12,910 28.8
2013 13,348 1,678 32,658 23,554 34,379 1,481 28.0 352 11,896 28.5
2014 17,444 2,701 32,735 26,243 34,437 2,157 26.8 404 15,313 27.6
2015 16,705 3,323 35,898 29,532 37,791 1,859 31.2 417 14,877 25.4
2016 14,893 2,986 33,961 32,566 35,741 1,511 40.7 419 13,423 26.4
2017 14,473 2,683 33,107 32,728 34,890 1,147 196 432 13,522 26.2
2018 15,087 2,376 35,438 33,447 37,349 1,040 210 437 14,256 26.4
2019 15,893 2,522 35,258 33,332 37,193 1,270 276 433 14,899 26.4
2020 16,570 1,976 34,627 33,518 38,488 1,149 275 449 15,696 26.5
2021 16,623 2,383 34,939 33,991 38,765 898 283 452 16,007 26.2
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Industry Outlook
Outlook The Beef Cattle Production industry in Canada will likely experience a

slowdown over the five years to 2026 as the price of red meat is expected
to decrease in Canada and increase only slightly in the United States.

The market conditions that produced strong growth over the five years to 2021 are expected to stabilize, which will
likely slow revenue expansion. Although cattle prices are hard to forecast, they will likely begin to subside as the
price of red meat reaches historic highs amid shortages due to the COVID-19 (coronavirus) pandemic; however, this
is expected to normalize during the second half of the outlook period.

Some other positive factors remain are forecast to slow any additional industry decline. For example, per capita
disposable income is anticipated to expand an annualized 0.8% over the five years to 2026, which is projected to
boost consumers' propensity to purchase more expensive beef products. Accordingly, while beef consumption
patterns have fallen over the past decade, IBISWorld expects per capita beef consumption to climb marginally,
growing an annualized 0.1% over the five years to 2026, which will likely offset some of the negative factors that are
poised to limit revenue growth. Overall, industry revenue is anticipated to contract an annualized 0.2% to $16.5
billion over the five years to 2026, as falling prices offset any economic recovery following the pandemic.

SLOW DEMAND AND PRICES

Per capita beef consumption in Canada is expected to remain lower than
historic levels over the next five years.

Beef will likely remain a more expensive protein option for consumers, with the perceived health problems tied to red
meat consumption expected to remain, if not grow, moving forward. The main driver causing the decline of beef
consumption is likely due to a shift in consumer sentiment toward plant-based proteins as health consciousness
grows and vegetarian trends become more commonplace. Meanwhile, the price of red meat in Canada is expected
to fall an annualized 1.2% over the five years to 2026, which is expected to hurt revenue, as demand for beef is
relatively inelastic and will not likely grow significantly following decreasing prices.

Exports to the United States are forecast to grow moving forward. Growing herd numbers in Canada will likely be
mirrored in the United States since the North American climate is largely similar across the border, which is
anticipated to be further benefited by an expected depreciation of the Canadian dollar. Accordingly, the value of
exports is expected to climb an annualized 4.7% to $1.1 billion over the five years to 2026, partially inflated by
historic lows in 2021 due to a sharp appreciation of the Canadian dollar. As exports grow amid a constricting supply
of cattle, imports are expected to decline an annualized 0.4% to $277.1 million during the same period.

The expected decrease in prices and rising beef consumption are forecast to offset and keep profit steady, which is
expected to continue encouraging operators to enter the industry. The number of industry establishments is
expected to grow an annualized 0.2% to 35,331 locations over the five years to 2026, while industry employment will
likely increase an annualized 0.2% to 39,142 workers during the same period. The number of farms tends to grow in
line with revenue and profit since many farms shift their resources to livestock based on the speculation of prices
and income.

POTENTIAL OPPORTUNITIES AND THREATS

New doors will likely open to the industry as agribusiness worldwide aims
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to reduce its environmental footprint.

In early 2014, McDonald's Corporation announced plans to begin sourcing a portion of its beef from sustainable
sources by 2016, while also choosing Canada for one of the company's pilot projects through Cargill Incorporated's
processing plant. The company has earned the support of the Canadian Cattlemen's Association (CCA) and will be
working with the Canadian Roundtable for Sustainable Beef, an organization founded by the CCA. Currently,
McDonald's Restaurants of Canada Limited sources 100.0% of its beef from domestic farms. A reputation for
sustainability could bolster interest for Canadian beef among consumers and corporations, which will likely increase
industry demand.

The primary threat to the industry will likely be the shift in cattle prices. Despite their forecast growth, cattle prices
have the potential to continue declining considering that they are still at high levels when compared with their
historical values. The entrance of more operators could drive the supply of livestock upward, especially since the
current number of beef cows and calves is at historically low levels, which would place downward pressure on cattle
prices. Moreover, changing market dynamics in the meat processing industry could also pose a threat to demand for
cattle by downstream operators.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per Capita Beef
Consumption
 (Pounds (lb))

2021 16,623 2,383 34,939 33,991 38,765 898 283 452 16,007 26.2
2022 16,855 2,440 35,356 34,487 39,324 1,144 286 458 15,998 26.3
2023 16,912 2,457 35,371 34,579 39,456 1,151 286 460 16,047 26.3
2024 16,590 2,397 35,234 34,489 39,091 1,131 280 454 15,739 26.4
2025 16,485 2,365 35,341 34,609 39,097 1,126 278 454 15,636 26.3
2026 16,482 2,349 35,331 34,617 39,142 1,128 277 454 15,631 26.3
2027 16,653 2,339 35,485 34,772 39,479 1,142 279 458 15,790 26.3
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Technological change is focused on efficiency, not innovation

The industry’s product groups are well-established

There is wholehearted market acceptance of industry products

The Beef Cattle Production industry in Canada is in the mature phase of its life cycle, which is typically characterized
by slow growth rates, industry consolidation and market acceptance. Industry value added (IVA), which measures
an industry's contribution to the overall economy, is forecast to fall an annualized 2.4% over the 10 years to 2026.
Comparatively, Canadian GDP is forecast to grow an annualized 1.9% during the same period. IVA that lags
significantly behind GDP growth is typically indicative of a declining industry. However, this is the cause of major
price fluctuations that are inherent in the industry's cattle pricing cycle, which is commonplace in mature industries.

The industry's product groups are well-established since there is little room to improve on livestock. This indicates
that the industry is in the mature phase of its life cycle, rather than rapidly evolving. Industry operators could gain a
competitive advantage by adjusting farming practices or earning certifications for organic beef. This would permit
operators to boost cattle prices since an ever-growing number of consumers are willing to pay more for organic or
sustainable beef. Moreover, stable demand, in terms of volume, is another indicator of maturity. Beef is a staple in
Canadian diets. Consumers know and trust beef as a source of protein. This is representative of wholehearted
market acceptance of the industry. Additionally, technological change in the industry is focused on efficiency and
automation of existing processes and not innovation, which is also indicative of a mature industry.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Meat, Beef & Poultry Processing in Canada

2nd Tier

Beef & Pork Wholesaling in Canada

Supermarkets & Grocery Stores in Canada

Consumers in Canada

Single Location Full-Service Restaurants in Canada

Full-Service Restaurants in Canada

Fast Food Restaurants in Canada

Caterers in Canada

Key Selling Industries
1st Tier

Farm Supplies Wholesaling in Canada

Brand-Name Pharmaceutical Manufacturing in Canada

Generic Pharmaceutical Manufacturing in Canada

Animal Feed Production in Canada

Agricultural Feed Wholesaling in Canada

2nd Tier

Inorganic Chemical Manufacturing in Canada

Organic Chemical Manufacturing in Canada

Soybean Farming in Canada

Corn Farming in Canada

Tractors & Agricultural Machinery Manufacturing in
Canada

Water Supply & Irrigation Systems in Canada

Products & Services

  CATTLE

In the Canadian Beef Cattle Production industry, most cattle are fed cattle,
which are beef cows, steers and heifers that have been fattened at a
feedlot before slaughter.

Feedlots buy feeder cattle that have been fed on forage and are mature enough to enter a feedlot where they are
switched to a grain-intensive diet, which is typically barley in Canada. The grain is higher in calories and a high-grain
diet enables steers and heifers to put on weight until they are ready to be sent to market. The process of fattening
cattle so their meat has more fat in and around it is referred to as marbling. Fed cattle are typically more than 500.0
kilograms when they are sent to slaughter. These cattle are sold directly to meat processing facilities, mostly in
Canada or the United States. Fed cattle prices are lower per kilogram than younger calves or feeder cattle prices
because fed cattle can put on weight quickly and at a lower cost than younger cattle.

Before fed cattle, feeder cattle are sold to feedlots and replacement heifers used for reproduction on cow-calf
establishments or dairy cattle replacements. These cattle are typically prepared on stocker or feeder operations,
also called backgrounding operations. Backgrounding is the process of purchasing newly weaned calves, also
known as stockers, and feeding them on high forage feeds such as alfalfa hay and straw to increase their weight.
The forage diet permits these cattle to gain weight, but not too quickly, so the animals do not become too fat. Once
they reach 350.0 kilograms, they are typically sold to feedlots for finishing.
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Beef cows account for the largest portion of cattle, accounting for an estimated 37.1% of revenue in 2021. This is
because beef cows make up the largest share of total cattle in the industry and are valuable due to their large size.
Beef cows are important for the production of calves and are slaughtered at an older age since they are used to
produced offspring. Heifers and steers, which are primarily used for slaughter, are expected to account for 11.7%
and 10.4% of revenue, respectively, in 2021. They have the highest price per unit of weight after calves. Bulls are
used for the production of calves in cow-calf operations and are expected to represent 4.0% of revenue in 2021.
One bull can produce many calves, so they have a high value per head but account for a small share of total cattle.
Cattle overall have decreased as a share of revenue over the five years to 2021 as industry operators seek to
diversify their operations and find revenue from other sources.

CALVES

Calves are born and bred on cow-calf operations that specialize in
breeding cattle, after which they are sold to downstream stocker
operations or meat processing facilities.

In Canada, cattle are typically bred in June and July for calves to be born in March or April the following year. Calves
graze with their mothers on pastures and grasslands until they are mature enough to be weaned in October or
November. According to Canada Beef, the average weight of calves is 250.0 kilograms, but calves can be as small
as 160.0 kilograms or as large as 320.0 kilograms depending on a variety of factors. Calves represent nearly one-
third of total cattle in Canada, but only account for 14.0% of revenue in 2021, increasing as a share of revenue over
the five years to 2021. This is due to the fact that most calves are raised into heifers, steers or beef cows before
being sold. The revenue that is generated from calves comes from sales of calves to other farm operators and
slaughter. Less than 15.0% of calves are expected to be slaughtered every year and they boast the highest price
per unit of weight. Calves are expected to fall as a share of revenue over the five years to 2026 as operators
increasingly seek to diversify revenue streams.

OTHER REVENUE SOURCES

Other revenue sources for beef cattle farms come from crop farming,
other livestock raising and subsidies.

These segments combined are expected to account for 22.8% of industry revenue in 2021. Most farms in the
agricultural sector in Canada do not only generate revenue from one source and tend to diversify their revenue
sources to mitigate volatility and increase income. However, all revenue of a farm is reported in the revenue of the
industry based on the farm's primary operation.

Demand
Determinants

Although several factors determine beef sales, demand for slaughtered
cattle affects producers in the Canadian Beef Cattle Production industry
most directly.

In turn, downstream demand for beef in North American and overseas markets almost exclusively determines
slaughter demand. Consequently, meat processors, with their positioning in between cattle production and beef
sales, have a large hand in cattle production's success, but overall demand for beef germinates at the consumer
level. Factors that affect consumer demand include prices for various beef cuts, household disposable income,
nutrition trends, competition from substitutes and environmental factors.

Additionally, the COVID-19 (coronavirus) pandemic caused meat scarcity worldwide in 2020, as processing plants
were temporarily shut down to protect workers. This has increased demand for any type of meat, including beef, as
meat is a staple of the Canadian diet and consumers are more likely to purchase whatever is most plentiful at their
grocery store. This increased prices and resulted in many grocery stores placing caps on the amount of meat that a
consumer can purchase at one time. While many caps were temporary, some price hikes remained.

Product prices

On the most basic level, an increase in product prices generally decreases consumer demand for a given product.
Importantly, if beef prices increase relative to substitutes such as chicken or pork, demand for beef will likely fall.
High beef prices relative to poultry are a big reason for declining beef consumption and increasing poultry
consumption over the five years to 2021. However, if beef prices are rising in downstream retail markets, demand for
cattle from meat processors tends to increase.

Consumer preferences

Consumer perceptions and preferences also determine demand. The vegetarian population is growing and the
health benefits of low-fat alternatives such as poultry and plant proteins are gaining popularity relative to beef.
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Increasing health awareness among consumers of nutritional issues generally operates to the detriment of red meat
consumption, especially for those households that can afford alternatives. Changing perceptions and dietary trends
help explain why red meat consumption does not always increase as household incomes go up. Higher disposable
incomes have facilitated the purchase of, what consumers perceive as, more healthy sources of protein, most
notably fish. Higher disposable incomes have also led to the purchase of higher quality, rather than higher
quantities, of meat, which partially offsets the decline in consumption by providing higher margin sources of revenue
generation.

Public image

Likewise, promotional campaigns by environmental groups and alternative food processors, such as soy products,
that have disparaged the beef industry have made the lives of beef farmers and producers much more difficult. The
environmental inefficiencies of cattle production, such as reports of increased greenhouse gas emissions and large
carbon footprints caused by animal transport, are experiencing growing opposition from the public. Negative
publicity hinders demand for the industry's products. Lastly, disease outbreaks such as bovine spongiform
encephalopathy (BSE), also known as mad cow disease, can significantly diminish demand for industry products.
Concerns with the use of antibiotics and chemicals in meat production are also leading some consumers to shift
either to certified organic meat or avoid beef consumption altogether. In 2004, several cattle infected with BSE were
found in Canada, which caused per capita beef consumption to fall that year and halted all exports of cattle. This
decline in demand pushed cattle prices down and led to a large surplus of cattle in Canada. While there have been
no serious epidemics recently to catalyze a drop in demand, this threat is omnipresent.

Major Markets

  MEAT PROCESSORS

Beef cattle are raised for meat only, so meat processors represent the
immediate downstream market for all producers in the Beef Cattle
Production industry in Canada.

Most cattle sent to meat processors are received from feedlots where they are finished on grain. However, a small
portion of cattle is not grain-fed, but rather finished on forage. These cattle are typically labelled as grass-fed or
pasture-fed and command a price premium from meat processors. Still, most cattle sent to slaughter are grain-fed
on feedlots. Since feedlot customers are meat processors, these buyers tend to have a fair degree of price-setting
leverage. While feedlots' cattle input prices have increased in recent years, prices paid for fed cattle by meat
processors have not increased as quickly. Accordingly, the share of revenue generated from this market segment
still represents a large portion of industry revenue, accounting for an estimated 51.4% of revenue in 2021. This
segment's share of revenue has increased over the five years to 2021 as farm size has expanded and operations
have become more vertically integrated, leaving less room for other farms to purchase cattle.

OTHER CATTLE AND DAIRY FARMS

Cattle farming in Canada is typically divided into stages by the maturity of
the livestock.

Cow-calf operations sell to stocker operations, which in turn sell to feedlots. Consequently, several stages of the
cattle farming supply chain exist within the industry. These farms sell cattle to one another, and as a result, other
beef cattle farming operations are another large segment of customers for industry products. Dairy farms seeking for
replacement dairy cattle also form a small customer base for industry cattle. According to Statistics Canada, less
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than 20.0% of all cattle in Canada are on dairy farms. However, dairy cows do not need to be replaced annually,
which restricts demand from this market. Demand from other beef cattle farms has increased, thus increasing this
segment's share of revenue over the past five years, as overall herd numbers are low and the value per head of
heifers for breeding, bulls and beef cows has increased during the period. This segment is expected to represent
26.9% of industry revenue in 2021, and is expected to fall over the five years to 2026 as industry operators
consolidate.

EXPORTS

Exports are destined almost exclusively for the United States.

The Canadian and US beef supply chains are structured in nearly identical formats and the breeds of cattle farmed
in both countries are largely the same. Health and safety standards are also similar. Consequently, a significant
amount of Canadian cattle is exported to the United States every year, both for herd replacement and slaughter.
However, regulations may be growing thicker. In October 2013, major US packaged foods company Tyson Foods
Inc. announced it would stop buying Canadian cattle in response to the US country-of-origin meat labelling policy
mandated by the World Trade Organization (WTO), which requires US meat to be labelled while not specifying
labelling from foreign countries. The labelling disadvantage in the United States would decrease demand from US
meat processors, which could potentially shrink export demand over the five years to 2026. Exports contribute 5.4%
of industry revenue in 2021, declining as a share of revenue during the period. For more information, refer to the
International Trade section of this report.

WHOLESALERS

Operators also sell industry products to meat wholesalers.

These businesses are those that are typically vertically integrated, processing and distributing the product from the
same location. This market is expected to make up 16.3% of industry revenue in 2021, remaining somewhat stable
as a share of revenue over the past five years. This trend is anticipated to increase over the next five years due to
the increasing vertical integration tendencies of the industry's largest players.
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International Trade Exports in this industry are    Medium and Decreasing

Imports in this industry are    Low and Increasing

Generally, Canada's international agricultural trade is contingent upon the United States-Mexico-Canada Agreement
(USMCA), and includes the Canadian Beef Cattle Production industry. Canada and the United States are
complementary trade partners in agriculture due to the economic stipulations of USMCA, and geographic proximity.
Bilateral trade is essential to the agriculture sectors in each economy because Canada imports farm machinery and
other products from the United States, while Canada exports energy and fertilizers, among other goods, to the
United States. Furthermore, pertinent for this industry, Canada has zero duties on meat imports until their quota is
reached, ultimately driving up demand for meat and the industry. The Comprehensive Economic and Trade
Agreement will likely eliminate 98.0% of the tariffs between Canada and the European Union, which will indelibly
shape future trade trends in Canada. The act was approved by the European Parliament in February 2017 and was
implemented in September of that year, although the long-term ramifications of this agreement are yet to be fully
understood.

Exports

Industry exports have fallen as a share of revenue over the five years to 2021, accounting for to 5.4% of revenue in
2021, down from 10.1% in 2016. Industry exports are sold almost exclusively to the United States. Canada and the
United States share a long border and are free of tariff restrictions under USMCA. Canadian cattle producers export
cattle to the United States for both herd replacement and for immediate meat processing. A drought in the
Northeastern United States and Southeastern Canada in 2016 brought turmoil to North American cattle supply.
Demand for Canadian cattle on US farms since 2016 has partly been for bulls and replacement heifers to boost herd
numbers since this decline, which takes a few years to mitigate.

Despite beneficial trade relations with the United States, regulations may be growing thicker. In October 2013, major
US packaged foods company Tyson Foods Inc. announced it would stop buying Canadian cattle in response to the
US country-of-origin meat labelling policy mandated by the World Trade Organization, which requires US meat to be
labelled as a result, while not specifying labelling from foreign countries. The labelling disadvantage in the United
States would decrease demand from US meat processors, which could potentially shrink export demand over the
five years to 2026. Overall, exports have declined an annualized 9.9% to $898.3 million over the five years to 2021,
primarily as the price of cattle declined in North America.

Imports

Industry imports have historically accounted for less than 3.0% of domestic demand and come primarily from the
United States. Although demand typically leads Canadian cattle to US markets, sometimes it flows the other way.
For some Canadian farmers or processing facilities, the closest supply of cattle may be on the other side of the
border, which poses little restrictions under USMCA. Further, Canada exports some cattle to backgrounding facilities
or feedlots that are then reimported to Canada for finishing or slaughter. Imports satisfy 1.8% of domestic demand in
2021 and are expected to grow an annualized 47.4% to $282.9 million over the five years to 2021, primarily since
imports began the period at a very low base.
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Business
Locations

  Most establishments in the Beef Cattle Production industry in Canada are located in the Prairie provinces which include Alberta,
Saskatchewan and Manitoba, the latter of which to a lesser extent. Industry establishments tend to centralize in these provinces
because they are close to feed inputs, which are either sourced from these regions or the United States. These regions grow a
large amount of Canadian grain, especially barley and wheat, which are used in feedlots to fatten cattle to prepare them for
processing. Further, since grains as a feed input are used mostly in feedlots, where more cattle are concentrated per
establishment, the proportion of the industry's cattle per farm is higher in these provinces. Alberta, which has the most feedlots, is
expected to contain 36.6% of industry establishments and an outsized portion of Canada's beef cattle in 2021. Saskatchewan
follows, home to 22.0% of industry establishments in 2021. To a lesser extent, Ontario and Manitoba also have a significant share
of establishments, accounting for 16.2% and 10.9%, respectively.

Outside of Alberta and Saskatchewan, where most industry feedlots are located, industry establishments tend to be smaller cow-
calf or stocker operations. Some establishments outside the Canadian Prairies also concentrate on producing more sustainably
produced, forage-fed beef cattle on smaller farms. Producing forage-fed cattle takes more time and more land, but beef from
these cattle can be sold as environmentally friendly or premium, which attracts a small consumer market and a higher profit
margin. Operators that locate close to urban centres can also benefit from proximity to major consumer markets, further facilitating
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a farm-to-table branding and method of production.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

Market share concentration in the Canadian Beef Cattle Production industry is very low. The industry is highly
fragmented, with no single company earning more than 1.0% of total revenue in 2021. In general, the industry
operates three types of businesses, which include cow-calf operations, stocker operations and feedlots. Cow-calf
operations focus on producing calves, which stay on the farm for between six and twelve months when they are
ready to wean. They are then transferred to stocker operations, fed on forage and grow until they are ready to enter
feedlots, where they are bulked up and prepared for slaughter. Feedlots, the third type of business, are much larger
than cow-calf and stocker operations. By the time cattle make it to feedlots, they are in very large numbers.
According to bunk capacity data from Canfax, more than two-thirds of feedlots had at least 10,000 cattle in 2016
(latest data available), while cow-calf and stocker operations typically have only several dozen. Consequently,
market share concentration is mostly limited to the feedlots segment of the industry due to larger, more consolidated
systems. Feedlot numbers have fallen and the capacity of larger feedlots has swelled. As a result, concentration has
increased among feedlots. This trend has increasingly polarized the industry, creating large feedlots on one side and
small cow-calf and stocker operations on the other. As a result, the share of cattle in stocker and feedlot operations
compared with cow-calf operations has increased. Still, due to space and resource requirements of cattle farming,
even when resources are concentrated on a feedlot, it is difficult for any single facility to capture significant market
share. Further, the highly volatile nature of agricultural production in general typically discourages large companies
from operating more than a handful of establishments. Moreover, profitability does not necessarily improve through
mergers, which disincentivizes increasing consolidation.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Economies of scale:
Feedlot sizes can determine the economies of scale achieved in production. Economies of scale positively influence
a farm's cost structure and profitability.

Appropriate physical growing conditions:
Location and regional weather conditions affect livestock welfare, thereby affecting production volumes and product
quality.

Ability to take advantage of government subsidies and other grants:
Operators that can secure funding from agricultural support programs will likely realize fewer losses in years of poor
demand conditions.

Having contacts within key markets:
Operators that can secure buyers in downstream markets will likely be able to sell cattle and reduce expenses
whenever they choose.

Ability to provide testing or thermometers for on-site employees:
While labour is minimal in the industry, keeping the small workforce operators do employ healthy and keeping
production going are critical to preserving revenue.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 5.7% of revenue in 2021, down from 11.0% in
2016. Industry profit fluctuates depending mostly on purchase costs
and the prices of products received. However, agriculture support
programs and crop insurance play a big role in stabilizing operator
earnings. Program payments and insurance proceeds typically make
up a small chunk of industry revenue, but these figures can rise in
years when the industry is in distress to pull profit out of the red.
Industry profit hit its peak just prior to the five years to 2021 as cattle
prices hit a historic high at the peak of the most recent cattle cycle and
has since returned to more normal levels.

 

  Wages

Wage costs make up a relatively small share of industry revenue, as
has been the case historically. Most farms are family-owned and
operated, which means most e labour is done by cattle farmers, and
therefore, are not considered wages. Labour is minimal and is mostly
done by seasonal, migrant or part-time workers. While input costs such
as cattle and feed are inevitable, labour costs can be trimmed in the
long-run by implementing more efficient business processes and
automation processes. However, labour costs are relatively rigid and do
not tend to fluctuate significantly with revenue. As a result, wages have
decreased from 2.8% of revenue in 2016 to 2.7% in 2021, as industry
revenue has recovered during the period.
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  Purchases

Purchases make up the bulk of industry costs, and the largest purchase
cost the industry incurs is cattle. Cow-calf operators purchase
replacement heifers for breeding. Stocker operations purchase calves.
Feeder operations purchase stocker cattle and feedlots purchase
feeder cattle before having them put on weight and sent to downstream
meat processors. Another major purchase expense is animal feed,
which is used across all cattle operations, but is a significantly larger
expense for feedlots that prepare high-calorie feed for slaughter cattle.
Others costs include pesticides, additives for cow health and similar
products. Purchases are expected to account for 64.9% of industry
revenue in 2021, up from 60.7% in 2016.

 

  Marketing

Marketing expenses are minimal due to the structure of markets and
auctions for farms. As a result, marketing costs are expected to account
for 1.5% of revenue in 2021.

 

  Depreciation

Depreciation represents the expense for all capital equipment
replacement such as tractors, mowers, bailers and small equipment, as
well as tools and repairs on all equipment. Depreciation costs have
decreased as a share of revenue over the five years to 2021 despite
increased automation as revenue has recovered from lows at the
beginning of the period. Depreciation costs are expected to account for
5.9% of industry revenue in 2021, down from 6.3% in 2016.

 

  Rent

Farm rental or leasing costs are long-term costs that steadily rise with
property values. Rent costs are expected to account for 1.9% of
industry revenue in 2021.
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  Utilities

Utility expenses, including electricity, water, fuel and any costs
associated with renting or owning property, are expected to account for
1.3% of industry revenue in 2021. Utility costs typically follow municipal
rates and do not show much volatility.

 

  Other Costs

Other costs include insurance, expenses for crop revenue, interest on
loans and miscellaneous administrative costs. Other costs are expected
to account for 16.0% of industry revenue in 2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Steady

  Since external factors such as prices from downstream industries and
weather are uncertain, gaining a consistent competitive advantage is
difficult in the Canadian Beef Cattle Production industry.

To hedge against uncertainty, producers in the Beef Cattle Production industry in Canada differentiate their products
and improve their operating standards to increase profit.

INTERNAL COMPETITION

Beef is one of the most expensive meat products.

As a result, the price can act as a major basis of competition. Operators that keep their costs low and increase
production volumes through integrated systems are able to sell cattle at lower prices. Price as a basis of competition
is one of the main reasons that feedlots have become more widespread. Feedlots that can fatten cattle and increase
their output at a lower cost gain a considerable advantage. The rise of larger-scale feedlots is part of the reason for
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the decline in establishments in 2016 and 2017.

Cattle farmers that focus on quality rather than quantity can also gain a competitive advantage. Cattle that can be
graded as organic, grass-fed, antibiotic-free or sustainably grown are more attractive to health-conscious and
environmentally conscious consumers. Beef from these cattle can command a higher price, pushing up these
operators' earnings and giving them a competitive edge over high-volume, low-margin operators.

Abroad, the industry competes with foreign cattle producers. The key factors affecting world demand for beef are
similar to those driving domestic demand. Factors influencing the competitiveness of Canadian cattle exports
include exchange rates, trade barriers, trade agreements and overseas supply conditions as a result of weather and
disease.

EXTERNAL COMPETITION

Operators in other livestock industries are sources of significant
competition for cattle ranches and feedlots.

Beef competes with poultry, fish and pork on the basis of price and health considerations in a Canadian's diet.
Dietary value is notable as producers seek to satisfy consumer concerns with the fat and cholesterol content in beef.
This has led beef cattle farmers to focus on the production of leaner animals. Moreover, the industry endures a
competitive force from alternative meat products made for vegetarians and other high-protein foods.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Steady

  The Beef Cattle Production industry in Canada has
relatively few barriers to entry. Most inputs are readily
available either domestically or from the United States
and producers can shift easily between agricultural
activities depending on market conditions. Land is widely
available and established cattle ranches are often
available for sale. Still, start-up costs pose some of the
greatest barriers.

Setting up a beef cattle farming operation from the ground
up requires significant capital investment. New
participants must first and foremost raise funds to
purchase land and cattle stock, in addition to purchasing
other necessary inputs such as farm vehicles and feed.
According to the 2016 Canadian Census of Agriculture,
the average beef cattle operation has 169 head of cattle,
up from 149 head in 2011 (latest data available). This
small change indicates a degree of industry consolidation,
which could discourage new entrants. All in all, for an
owner-operator, raising adequate funds to establish a
cattle farming operation could pose a challenge.

Similar to many agricultural industries, the profitability of
beef cattle farming has been falling over the long term.
Moreover, farm income is declining relative to income in
the nonfarm sector of the economy. Given these realities,
traditional financing companies and banking institutions
may be reluctant to approve loans for establishment
costs, giving way to more industry consolidation in the
future as larger and more integrated systems take the
place of new entrants.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  Globalization in the Canadian Beef Cattle Production industry is low. Cattle farming, similar to most agricultural production
in Canada, is a local endeavour, undertaken largely by owner-operators living on family farms. There are few, if any,
establishments that are operated by foreign companies. One notable exception is JBS Food Canada Inc., which is a
segment of JBS USA Holdings Inc., a subsidiary of JBS SA, a multinational corporation that focuses on livestock
production and meat processing. However, its one industry-relevant establishment was sold to a domestic company in
2017.

International activity in the industry is mostly limited to international trade. Even within trade, both imports and exports are
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almost exclusively from or to the United States due to proximity. The industry's product, live cattle, is difficult to transport
over long distances. Cattle on both sides of the border are transported to farms, feedlots or processing facilities nearby.
The United States-Mexico-Canada Agreement helps facilitate trade between these bordering countries and encourages
agricultural exchange in particular. In many cases, Canadian beef cattle farmers purchase their inputs from the United
States and may even send their carcasses over the border for processing. This bilateral relationship is often
complementary, especially within the agricultural sector.

This lack of globalization is expected to aid the industry amid the COVID-19 (coronavirus) pandemic. There are fewer
logistical concerns associated with operating exclusively on the domestic level on both the supply and demand sides of
the supply chain. As there is little trade in the industry, most of which is done with the United States, the industry is
insulated from most supply chain difficulties associated with globalization.
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Major Companies
There are no major players in this industry

Other Companies The Beef Cattle Production industry in Canada is highly fragmented. Most operators run small cow-calf operations
that prepare and sell off calves or stocker cattle to other operators. Several operators are small, family run farms or
ranches that do not have the capacity for a large herd. According to the 2016 Canadian Census of Agriculture, the
average beef cow herd size in Canada is 169 cows, reflecting the highly fragmented nature of an industry with
nearly 12.0 million cattle (latest data available). Still, this number varies based on the province, with the highest
number of cattle concentrated in Alberta. However, as beef cattle move down the supply chain, the number of
establishments that care for them becomes smaller. Feeder or stocker operations typically have a higher capacity
than cow-calf operations, with larger pastures for foraging.

By the time cattle make it to feedlots, they are typically in very large numbers. According to the latest bunk capacity
data from Canfax, more than two-thirds of all Canadian feedlots in 2016 had at least 10,000 cattle (latest data
available). Smaller feedlots have struggled to stay profitable in recent years and more of them are closing while
larger feedlots take their place. As a result, the industry is becoming increasingly polarized between very small cow-
calf and stocker operations and very large feedlots. Nevertheless, even the largest feedlots earn a marginal share of
industry revenue. The average revenue per establishment in the industry is $476,000 in 2021.

Highland Feeders Ltd.

  Market Share: 0.4%
  Headquartered in Vegreville, AB, Highland Feeders Ltd. (Highland Feeders) operates one of the largest feedlots in

Canada with a total standing capacity of 36,000 head. The company began in 1976 as a family farming operation
that grew grain and produced purebred cattle. In 1983, the company subsequently diversified its operations by
entering into the feedlot business; by 1994, Highland Feeders had a capacity of 18,000 cattle and 16 full-time
employees. In recent years, Highland has made a concerted effort to promote the safety and sustainability of its
operations. It is registered with Verified Beef Production, part of Canada's On-Farm Food Safety program, which is
recognized by the Canadian Food Inspection Agency. The company has also partnered with Himark BioGas Inc., an
energy company, to operate an anaerobic digester on premises that produces green energy and fuel ethanol. Based
on its current 36,000 cattle capacity, Highland is expected to generate $65.0 million in industry-relevant revenue in
2021, with a market share of 0.4%.

Douglas Lake Cattle Company

  Market Share: 0.3%
  Colloquially known as the Douglas Lake Ranch, the Douglas Lake Cattle Company is Canada's largest working

cattle ranch. Founded in 1886, it is a historical site and offers ranch style getaways along with its cattle operations.
The ranch has the largest unit of open grassland in British Columbia and it uses it for consumer and cattle purposes.
Recently, the company has increasingly focused on the consumer aspects of its operations, which provide a more
stable base of revenue generation to offset the volatility of commodity prices in its cattle operations. Boasting 25,000
cattle, the company is expected to generate $46.5 million in industry-relevant revenue in 2021, commanding 0.3% of
the market.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  Capital intensity for the Beef Cattle Production industry in
Canada is high, as has been the case historically. Capital
costs incurred by the industry include investment in farm
vehicles such as tractors, cattle trailers and trucks, as well
as smaller tools and equipment. Typically, only larger
establishments can afford to purchase a significant amount
of capital equipment. However, as feedlots become larger
on average, more industry facilities are turning to
machinery and other equipment to operate different
aspects of their business, reducing their reliance on labour.
However, as revenue has rebounded, depreciation has
fallen slightly as a share of revenue over the five years to
2021, resulting in a decrease in capital intensity, though it
remains extremely high. The industry is expected to spend
$2.16 on capital for every $1.00 spent on labour in 2021.

In addition to increased automation, industry practices
have also aimed to reduce heavily labour-intensive tasks.
For example, swath grazing grains has become
increasingly popular over the past five years for producers
that keep cattle on their farms over winter. Swath grazing is
the practice of cutting grain, typically barley, in the fall and
leaving it where it falls, having cattle forage the cut crops
directly from the fields. Therefore, farmers can rely more on
their barley cutters, enabling them to save the time it takes
to harvest and bail grains as well. Moreover, aside from
increasing reliance on equipment, wage costs in the
industry are relatively small. A large share of the labour in
the industry is done by owner-operators that do not receive
direct wages, which mitigates the effect of labour costs.
Wages are typically reserved for seasonal or part-time
workers, although large feedlots employ full-time workers
year-round.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Medium Innovation
Concentration

Potential A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

Medium Ease of Entry Potential A qualitative measure of barriers to entry.
Fewer barriers to entry increases the
likelihood that new entrants can disrupt
incumbents by putting new technologies to
use.

Medium Rate of Entry Potential Annualized growth in the number of
enterprises in the industry, ranked against all
other industries. A greater intensity of
companies entering an industry increases the
pool of potential disruptors.

High Market
Concentration

Likely A ranked measure of the largest core market
for the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  Low levels of innovation limit the threat to incumbent operators from new technologies disrupting their operations. However,
a low rate of growth in technology can also create exposure for incumbents as the trajectory of innovation in other markets
could lead to unforeseen competitive disadvantages.

Both the ease of entry and the rate of entry in the industry are moderate. While these factors do not significantly add to the
threat of disruptive potential, they do not detract from it either.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

Technological developments and progress in the production of plant-based
protein products pose as a potential disruptor to the Canadian Beef Cattle
Production industry, which has gained force over the five years to 2021.

It has fuelled the growing trend away from animal-based foods and has attracted many customers by improving flavour and
increasingly replicating the taste of meat without animal meat being used in the process. This development shifts demand
away from meat processors, one of the main downstream industries to which the industry sells. As a result, this trend poses
as the primary disruptor to the industry.

The level of technology change is    Medium

  Technological advancements increase productivity for cattle operations and
have driven trends in the Canadian Beef Cattle Production industry over the
five years to 2021.

Industry organizations or large corporations in upstream or downstream industries, such as agricultural equipment
manufacturers, mainly provide funding for technological advancements, but small farmers rarely invest in research and
development on an individual level. Historically, government organizations such as Agriculture and Agri-Food Canada and
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the US Department of Agriculture (USDA) have played an important role in developing new technology. Government
research works toward improving the nutritional value of pastured animals and developing support tools that improve
management, profitability and sustainability in pasture systems for beef production. The USDA also often works in
partnership with commerce to develop new breeding techniques. The biggest innovations in beef cattle farming have been
in breeding programs using DNA testing, custom-tailored feed regimens and electronic tagging.

Breeding

Genetic engineering offers the potential to increase the efficiency of breeding
cattle.

Such methods improve animal quality and growth consistency in the industry, thus ensuring greater profit for highly volatile
input costs. In April 2009, a research team of more than 300 scientists from 25 different countries successfully sequenced
the bovine genome, a process that took more than six years. It was the first full genome sequence of any ruminant species.
With this information and new technology, it will eventually be possible to screen cattle for beneficial traits such as
resistance to disease and meat tenderness. DNA tests for feed efficiency and marbling have already been developed. The
tests find cattle that will most efficiently convert feed into marketable meat and forecast meat-marbling capacity in cattle.
Moreover, advancements in pregnancy testing on cows and breeding soundness examinations are becoming more
commonplace as farmers seek to improve efficiency in their cattle production.

Feeding

There may also be advances in genetically modified feeds, but consumers may
be averse to such advancements.

Electrolytes, which are salts that replace rapid fluid loss, have been one example of an addition to feed regimens due to
changes in knowledge. Current research indicates electrolytes can cut weight loss of cattle in transit and enable better
presentation of beef through improved meat colour and reduced bruising. Consequently, electrolytes are particularly
important for sales in the live cattle export trade. The potential returns are greater in higher-value beef markets, where
premiums and penalties are based on cattle and carcass attributes. However, the contentious debate on corn or barley
versus grass-fed cattle has shaped industry trends on a smaller scale. The future may bring more macrolevel changes in
cattle feed based on consumer preferences, which often cite grass-fed beef as being more flavourful.

Moreover, changes in animal feed for cows will increasingly focus on reducing ammonia and methane emissions by
changing diets and animal feed recipes. Additives to improve fibre digestion are being explored, while advancements for
feed conversion efficiency are being developed to contribute to the reduction of methane emission. Cattle produce less gas
if they eat less, so improving feed conversion by developing more digestible diets without losing efficiency is likely to
become the focus of feeding advancements over the next five years.

Electronic tagging

In the past, cattle were branded with hot irons to identify them as the property
of a ranch or a farm.

Today, plastic ear tags have replaced branding as the primary means of identification, but the plastic tags still displayed
only a limited amount of information, such as owner name and phone number. Today, electronic tagging places an
electronic chip behind an animal's ear.

Electronic tagging or radio-frequency identification (RFID) uses electromagnetic fields to automatically identify and track
tags attached to livestock. This practice aims to cut costs while improving meat safety and quality. The chip can be input
with information on an animal from the farm to the feedlot to the slaughterhouse. Data includes birth dates, veterinary
treatments, weaning dates and weight gains in addition to owner contact information. Ranchers, auctioneers and feedlot
operators can then use a reading device to gather data from the electronic tag. RFID has improved safety, as it helps
illuminate concerns such as contamination sources in the event of a disease outbreak.

Along with RFID, there is a host of different software products that enables operators to sort and analyze information
regarding their herds. Software products include automated livestock administration software, reproduction optimization
software, feed formulation software and quality management software. With the increasing popularity of mobile computing,
remotely operating these software products via smartphones or tablets represents another small frontier of technological
advancement in industry operations.

Revenue
Volatility

The level of volatility is    Medium
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  The Beef Cattle Production industry in Canada has experienced a moderate
level of revenue volatility over the five years to 2021 as cattle prices have
fluctuated.

Beef is a staple in the Canadian diet, and therefore, demand for beef does not fluctuate significantly year-to-year, which
keeps the level of demand for cattle relatively stable as well. However, revenue fluctuated more than normal in response to
price increases. Overall, the volatility in industry revenue is contingent upon input and commodity prices that can
significantly affect sales and profitability.

Cattle are typically sent to processing facilities for slaughter when they are between 14 months and two years old. On top of
this, the gestation period for cattle is nine months, meaning it takes between two and three years minimum to produce a
heifer or steer that is ready for market. As a result, it can be difficult for industry operators to increase herd numbers quickly.
Regionally, cattle are traded between the United States, Mexico and Canada, so the performance of total North American
cattle herds tend to fluctuate together in line with trends in trade within countries that adhere to the United States-Mexico-
Canada Agreement.

With this in mind, herd numbers have declined over the five years to 2021. According to Statistics Canada, cattle in beef
cattle operation farms totalled 9.7 million in 2016, falling steadily to 9.2 million in 2021. The steepest drop was prior to the
period, between 2014 and 2015, which drove the average price of beef cattle in Canada to historic highs to the benefit of
the industry. However, the price fell significantly the following year as demand for beef shifted in response to price growth,
leading revenue to decline an estimated 10.8% in 2016. Therefore, cattle prices have been the primary driver of revenue
volatility during the period. Moreover, the high feed costs have cut into cattle farmer profit margin during the latter part of
the current period, pushing operators to send cattle to the market early. Also, a massive drought in the United States just
prior to the current period and a regional drought in summer 2016 in Northeastern United States and Southeastern
Canadian diminished feed grain and forage supply, again leading operators to decrease herd numbers.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

Regulation in the Canadian Beef Cattle Production industry is chiefly aimed at
ensuring the safety and welfare of livestock and food quality.

Most of these rules fall under the purview of the Canadian Food Inspection Agency (CFIA). Laws that concern the treatment
and handling of cattle are focused on several main factors regarding livestock, including biosecurity, diseases, humane
treatment, transport and traceability. Humane transport laws vary between provinces. These rules are designed to ensure
the welfare of animals during transportation, protecting them from excessive heat or cold, overcrowded conditions and
excessively long journeys.

Biosecurity standards are in place to make sure animals are healthy and do not carry any diseases detrimental to humans.
Disease regulations require farm operators to report to the CFIA if livestock have contracted a federally reportable disease,
which is determined by a list released annually.

Traceability measures require cattle farmers to keep track of individual animals from one point in the supply chain to
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another in the case of a disease outbreak or other issue. Traceability measures work to ensure the protection of the animal,
public health and food safety, as well as reduce response time in case of emergencies such as disease outbreaks. The
Canadian Cattle Identification Agency sets the standards for identification and tracking, primarily relying on radio-frequency
identification (RFID) tags and farmer compliance.

Other laws that affect food safety and that are also administered by the CFIA include the Livestock and Poultry Carcass
Grading Regulations and the Feeds Act. Livestock carcass grading standards judge the quality of the meat and access the
fat content. Cattle that yield higher quality cuts of beef will likely command a higher price tag and can determine what
operators feed their cattle and at what age they send cattle to slaughter.

The Feeds Act requires that no cattle be fed anything deemed unsafe or unfit for human ingestion, only forage and grain
that conforms to the Act's requirements. These regulations are documented in the National Farm Animal Care Council's
Code of Practice for the Care and Handling of Beef Cattle, published in 2013 and funded by Agriculture and Agri-Food
Canada.

Industry
Assistance

The level of industry assistance is    Medium and the trend is Steady

The Beef Cattle Production industry in Canada receives little direct assistance
in the form of protective tariffs.

However, transporting cattle internationally across long distances is time-consuming and costly, which impedes significant
import penetration. Nonetheless, there is a substantial tariff on beef product imports after certain allowances through a
quota system. Furthermore, World Trade Organization (WTO) disputes at the beginning of the five-year period for country-
of-origin labelling (COOL) have benefited Canadian beef exports due to a good reputation of Canadian agricultural
products. While Canada has benefited from the mandate to dictate country of origin, it has impaired beef exports from the
United States in the process.

The industry mostly receives assistance in the form of government programs designed to support agricultural producers
and agribusiness. These programs are funded and administered by Agriculture and Agri-Food Canada and different
operators can benefit from their programs. For example, young farmers or new entrants are applicable for funding under the
Advance Payments Program, which enables them to start farming businesses without running short of income or capital
during their nascent stages. One of the most important programs is AgriInsurance, which provides producers with cost-
shared insurance for natural disasters to minimize production or asset losses. The total share of revenue generated from
insurance and program payments varies from year-to-year, but they are consistent expenditures of tantamount importance
since commodity prices are extremely volatile and are susceptible to inclement weather conditions, international trade flows
and currency valuations, among other notable factors.

Another form of assistance comes from industry organizations. The Canadian Cattlemen's Association (CCA), composed of
eight smaller provincial cattlemen's associations, is the largest and most formidable association for the industry. The CCA
represents industry interests in front of lawmakers, provides industry public relations services and outreach and lastly,
gathers a wealth of information and research beneficial to both industry operators and outsiders. The CCA's Canfax division
provides expert, in-depth and up-to-date information on Canada's cattle markets, permitting operators to make informed
decisions. Moreover, there are provincial and regional associations such as the Beef Farmers of Ontario or Manitoba Beef
Producers that provide similar services on a smaller scale.

Additionally, the federal government has launched several programs to aid the agriculture sector as the COVID-19
(coronavirus) pandemic slows the economy. Farm Credit Canada has provided $5.0 billion in credit to food producers, food
processors and agribusinesses to protect against lost sales, while the Canada Emergency Wage Subsidy also will support
up to 75.0% of an employee's wages, up to $847.00 weekly, for employers that experienced a decrease in gross revenues
of at least 15.0% in March and 30.0% in both April and May 2020.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per Capita Beef
Consumption
(Pounds (lb))

2012 14,103 1,921 23,908 21,188 25,234 1,228 35.2 374 12,910 28.8
2013 13,348 1,678 32,658 23,554 34,379 1,481 28.0 352 11,896 28.5
2014 17,444 2,701 32,735 26,243 34,437 2,157 26.8 404 15,313 27.6
2015 16,705 3,323 35,898 29,532 37,791 1,859 31.2 417 14,877 25.4
2016 14,893 2,986 33,961 32,566 35,741 1,511 40.7 419 13,423 26.4
2017 14,473 2,683 33,107 32,728 34,890 1,147 196 432 13,522 26.2
2018 15,087 2,376 35,438 33,447 37,349 1,040 210 437 14,256 26.4
2019 15,893 2,522 35,258 33,332 37,193 1,270 276 433 14,899 26.4
2020 16,570 1,976 34,627 33,518 38,488 1,149 275 449 15,696 26.5
2021 16,623 2,383 34,939 33,991 38,765 898 283 452 16,007 26.2
2022 16,855 2,440 35,356 34,487 39,324 1,144 286 458 15,998 26.3
2023 16,912 2,457 35,371 34,579 39,456 1,151 286 460 16,047 26.3
2024 16,590 2,397 35,234 34,489 39,091 1,131 280 454 15,739 26.4
2025 16,485 2,365 35,341 34,609 39,097 1,126 278 454 15,636 26.3
2026 16,482 2,349 35,331 34,617 39,142 1,128 277 454 15,631 26.3

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per Capita Beef
Consumption

(%)
2012 5.44 14.3 3.62 2.08 3.61 20.3 -25.4 12.4 4.10 1.05
2013 -5.36 -12.6 36.6 11.2 36.2 20.5 -20.5 -6.01 -7.86 -0.98
2014 30.7 61.0 0.23 11.4 0.16 45.7 -4.29 14.8 28.7 -3.20
2015 -4.24 23.0 9.66 12.5 9.73 -13.8 16.4 3.31 -2.85 -7.80
2016 -10.9 -10.1 -5.40 10.3 -5.43 -18.7 30.4 0.33 -9.78 3.69
2017 -2.82 -10.2 -2.52 0.49 -2.39 -24.1 380 3.03 0.74 -0.46
2018 4.24 -11.5 7.04 2.19 7.04 -9.28 7.16 1.22 5.43 0.45
2019 5.34 6.16 -0.51 -0.35 -0.42 22.1 31.6 -0.90 4.51 0.03
2020 4.25 -21.7 -1.79 0.55 3.48 -9.54 -0.26 3.62 5.35 0.41
2021 0.31 20.6 0.90 1.41 0.71 -21.8 2.91 0.64 1.98 -0.92
2022 1.39 2.37 1.19 1.45 1.44 27.3 1.13 1.43 -0.06 0.08
2023 0.33 0.70 0.04 0.26 0.33 0.60 0.03 0.32 0.31 0.20
2024 -1.91 -2.43 -0.39 -0.27 -0.93 -1.72 -2.10 -1.11 -1.92 0.18
2025 -0.64 -1.34 0.30 0.34 0.01 -0.44 -0.86 -0.12 -0.65 -0.11
2026 -0.02 -0.71 -0.03 0.02 0.11 0.18 -0.26 0.08 -0.04 0.04

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2012 13.6 0.27 8.71 559 2.65 1.06 14,837
2013 12.6 0.24 11.1 388 2.64 1.05 10,236
2014 15.5 0.18 12.4 507 2.32 1.05 11,732
2015 19.9 0.21 11.1 442 2.50 1.05 11,045
2016 20.1 0.30 10.1 417 2.81 1.05 11,718
2017 18.5 1.45 7.92 415 2.98 1.05 12,367
2018 15.7 1.47 6.90 404 2.90 1.05 11,695
2019 15.9 1.85 7.99 427 2.72 1.05 11,639
2020 11.9 1.75 6.93 431 2.71 1.11 11,656
2021 14.3 1.77 5.40 429 2.72 1.11 11,647
2022 14.5 1.79 6.79 429 2.72 1.11 11,647
2023 14.5 1.78 6.80 429 2.72 1.12 11,646
2024 14.5 1.78 6.82 424 2.74 1.11 11,624
2025 14.3 1.78 6.83 422 2.75 1.11 11,610
2026 14.2 1.77 6.85 421 2.76 1.11 11,606

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Canadian Cattlemen Magazine
http://www.canadiancattlemen.ca

Canfax
http://www.canfax.ca

Agriculture and Agri-Food Canada
http://www.agr.gc.ca

Canadian Cattlemen's Association
http://www.cattle.ca

Industry Jargon BACKGROUNDING
The process of preparing cattle for feedlots with a high forage diet. Backgrounding is usually undertaken by stocker
and feeder operations.

BOVINE SPONGIFORM ENCEPHALOPATHY
More commonly known as mad cow disease, a degeneration of the brain and spinal cord in cattle.

BULL
Mature male cattle that is primarily used as breeding stock.

COW
Cattle that have calfed.

FEEDER CATTLE
Young steers or heifers that enter feedlots and are put on full, high-grain feed for slaughter markets.

FINISHING
The process of fattening or otherwise preparing cattle for slaughter. Most cattle are finished in feedlots on a high-
grain diet, though a small portion are finished on a forage diet (i.e. grass-fed).

HEIFER
Female cattle.

MARBLING
The specks of intramuscular fat in muscular tissue. The level of marbling is a key factor for grading beef quality.

STEER
Neutered male cattle.

STOCKER CATTLE
Calves or young steers and heifers put on forage-intensive diets. Stocker cattle eventually become feeder cattle and
enter feedlots.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.
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EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.
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