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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 Flour Milling industry in Canada is expected to experience revenue growth in 2021 as the economy begins to
recover from the COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance chapter.

• The industry's status as manufacturing a staple product is expected to result in consistent growth within its product
segments. For more detail, please see the Products and Services chapter.

• The industry is insulated from large revenue declines as flour is a staple product for Canadians. For more detail,
please see the Demand Determinants 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 This industry participates in the following activities: milling grains and vegetables into flour; cleaning, polishing and

milling rice; and producing malt from a variety of cereal grains. Industry operators purchase grain inputs such as
wheat, corn, barley and rice from wholesalers or directly from growers. They then process them into flour, gluten,
starch and malt and sell these products to grocery wholesalers or other food-related industries.

Major Players ADM

Parrish & Heimbecker Ltd.

Ardent Mills

Main Activities The primary activities of this industry are:

Producing flour from wheat

Producing flour from corn

Producing flour mixes from a variety of grain crops

Milling rough rice

Producing malt from a variety of cereal grains

The major products and services in this industry are:

Flour products for human consumption

Millfeed

Rice

Malt
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Supply Chain

SIMILAR INDUSTRIES

Animal Feed Production in
Canada

Cereal Production in Canada Bread Production in Canada Cookie, Cracker & Pasta Production
in Canada

Seasoning, Sauce and Condiment
Production in Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Flour Milling in the US Flour and Grain Mill Product
Manufacturing in Australia

Grain Milling in the UK Malt Manufacturing in the UK
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Industry at a Glance
Key Statistics

$2.5bn
Revenue

Annual Growth

2016–2021

1.1%

Annual Growth

2021–2026

-0.1%

Annual Growth

2016–2026

 

$134.2m
Profit

Annual Growth

2016–2021

0.7%

  Annual Growth

2016–2021

 

5.3%
Profit Margin

Annual Growth

2016–2021

-0.1pp

  Annual Growth

2016–2021

 

97
Businesses

Annual Growth

2016–2021

1.3%

Annual Growth

2021–2026

0.6%

Annual Growth

2016–2026

 

2,170
Employment

Annual Growth

2016–2021

0.8%

Annual Growth

2021–2026

0.0%

Annual Growth

2016–2026

 

$177.5m
Wages

Annual Growth

2016–2021

5.7%

Annual Growth

2021–2026

0.0%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.7%
Demand from grocery stores

2.3%
Per capita disposable income

2.0%
Consumer price index for food

1.5%
Canadian effective exchange rate
index

 
Industry Structure

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Industry Assistance

Medium / Steady

  Concentration
Medium   Regulation & Policy

Medium / Steady

  Technology Change
Medium   Barriers to Entry

Medium / Steady

  Competition
Medium / Steady

NEGATIVE IMPACT

  Industry Globalization
High / Increasing

 

Key Trends

 Higher demand for healthy snacks from consumers has
prompted downstream demand

 Industry profit has declined slightly as purchase costs have
increased

 Increased production from developing countries has spurred
import penetration

 Industry profit is expected to remain stable as the structure
of the industry will likely not change

 Industry players must closely monitor consumer needs and
patterns to adjust product lines

 The value of industry imports is expected to grow more
quickly than exports

 High demand for malted barley and wheat from breweries
and distilleries has supported revenue growth
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Customer Class Concentration

  High Revenue per Employee

   

WEAKNESSES

  High Capital Requirements

  High Imports

  Low Profit vs. Sector Average

  High Product/Service Concentration

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Low Performance Drivers

  Demand from grocery stores
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Executive Summary Milling around: Industry revenue will likely decline in line with falling
wheat prices

The Flour Milling industry in Canada has experienced slow growth over the five years to 2021 amid downward
pressure on prices of products and the COVID-19 (coronavirus) pandemic. The industry includes operators that
produce flour products from milling grains, rice millers and malt manufacturers. Flour is the largest product segment
and its weak performance has been detrimental to the industry growth. Malt manufacturing has been the primary
driver of the industry's growth given that Canada is the second-largest exporter of malt in the world. Overall, industry
revenue is expected to expand an annualized 1.1% to $2.5 billion over the five years to 2021. Revenue is forecast to
grow 2.1% in 2021 alone as wheat prices grow, in addition to economic recovery from the coronavirus pandemic.

The industry has been largely affected by an oversupply of flour driven by both higher domestic production and
increasing import penetration, particularly from the United States. This has placed downward pressure on the price
of flour, which has led to lower revenue throughout the industry. Larger operators have fared better than small flour
mills amid the headwinds since these have established contracts and strong economies of scale. Industry profit has
been squeezed as a result of lower prices and higher purchase costs, primarily due to recovering commodity prices
in wheat and barley. Malt manufacturers have performed significantly better than flour mills, which has dampened
contractions experienced across the industry. High demand for malted barley and wheat from breweries and
distilleries in the United States and Japan has supported revenue growth during the period.

Industry revenue is forecast to shrink an annualized 0.1% to $2.5 billion over the five years to 2026 as per capita
wheat consumption drops and the price of wheat also declines. Exports growth is expected to remain low, while
imports are anticipated to grow at a significantly faster rate during the period as demand becomes increasingly
satisfied by international production. Product innovation is expected to increase and drive this trend since more
consumers will likely demand healthier alternatives to traditional flour products. The structure of the industry is
anticipated to remain stable during the period.
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Industry Performance

Key External
Drivers

Demand from grocery stores

A large proportion of purchases occur at the retail level, particularly through grocery stores, affecting demand at the
wholesale level. As customers at grocery stores demand more industry products, supermarkets purchase more from
wholesalers, which then buy more from manufacturers. Some major supermarkets also have enough purchasing
power to buy directly from manufacturers. Demand from grocery stores is expected to decrease in 2021, posing a
potential threat to the industry.

 

Canadian effective exchange rate index

Imports account for a significant share of domestic demand for industry products. The value of the loonie compared
with its trading partners' currencies, as measured by the Canadian effective exchange rate (CEER) index, helps
determine the volume and value of imports entering Canada. As the dollar appreciates, imported products become
relatively inexpensive compared with their domestically produced counterparts. Consequently, domestic producers
will likely experience an increase in competition from imports and decreased demand. The CEER index is expected
to increase in 2021.

 

Consumer price index for food

This measurements represents the consumer price index for food in Canada, excluding the effect of indirect taxes.
As the price of food rises, industry operators can expect to take in higher revenue. However, as the price of food
increases, industry operators will likely endure higher purchase costs, which will place pressure on industry profit.
The consumer price index for food is expected to increase in 2021, representing a potential opportunity for the
industry.

 

Per capita disposable income

When consumers experience a rise in per capita disposable income, they are more willing to spend money on
industry products, benefiting demand. As demand increases, revenue should also rise. Per capita disposable
income is expected to rise in 2021.
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Current
Performance

Operators in the Canadian Flour Milling industry participate in milling
grains and vegetables into flour, cleaning, polishing and the milling of rice
and producing malt from a variety of cereal grains.

After purchasing grain inputs, operators process them into flour, gluten, starch or malt and sell these products to
grocery wholesalers or other food-related industries. Overall demand for industry products has remained stable, but
stagnant as opposing trends have driven consumption in different ways. However, increases in flour supply and
higher import penetration has put downward pressure on price, which has placed pressure on revenue. This trend
has been offset by an economic rebound from the COVID-19 (coronavirus) pandemic, which left the industry largely
unaffected since flour is used in a litany of manufactured foods and is a vital household product. As a result, industry
revenue is expected to expand an annualized 1.1% to $2.5 billion over the five years to 2021. This includes an
expected increase of 2.1% in 2021 alone as the economy improves markedly and the world price of wheat grows
sharply.

SHIFTING CONSUMER PREFERENCE

Flour products are the largest product segment in the industry, and
consequently, their performance has a strong influence on the industry's
revenue growth.

The total supply of flour has grown over the five years to 2021 as both imports and tonnes of wheat milled have
increased during the period. The level of demand for these products has not kept pace with the growth of supply,
having fluctuated both domestically and abroad. This has placed downward pressure on the price of flour, which has
been the primary driver of the industry's contraction during the period. The average retail price of 2.5 kilograms of
flour declined every year from $4.79 in 2015 to $4.08 in 2020 (latest data available).

Consumers have become more concerned with their eating habits and the negative health effects of high-sodium
foods. Emerging dietary trends have driven many Canadian consumers to reduce consumption of unhealthy snack
foods. While demand for high-sodium and high-carb foods has weakened, decreasing demand for industry products,
some industry producers promote the nutritional content of their products. These healthy products are often priced at
a premium and have limited the industry's revenue decline, which has been supported by higher per capita
disposable income since more consumers can afford these products. Companies also increasingly release whole-
grain wheat flours, whole-grain rice and other healthy foods. Higher demand for healthy snacks from consumers has
prompted downstream grocery wholesalers and retailers to increase purchases of healthy snack foods, driving
revenue growth. This product innovation by flour millers in Canada has been one of the beneficial trends for the
industry.

PROFIT TRENDS AND STRUCTURE
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The industry is characterized by traditionally lower profit margin due to
the high purchase costs this industry entails.

Operators, such as industry leader Archer Daniels Midland Company (ADM), have maintained high profit due to its
well-established, long-standing products that benefit from brand loyalty among consumers. Consumers perceive
branded products to be of higher quality compared with generic brands, permitting ADM and other large players to
charge a premium. These large flour milling companies have been able to weather some of the headwinds from
lower prices and weak demand.

Malt producers have experienced more favourable trends from increasing demand abroad, which has enabled them
to keep profit margins high. Demand for malt from growing beer and spirits production industries in the United States
and Asia have supported exports of malt, which is the most important market for malt producers in Canada. Canada
is the second-largest malt exporter in the world, which has benefited the industry over the five years to 2021.

Overall, industry profit has declined slightly as purchase costs have increased, with these high costs not able to
easily be passed on to downstream customers. This has been apparent particularly in smaller players in the flour
producer segment, which have had troubles raising their prices and maintaining profit margin amid increasing
imports and strong market power from large players such as ADM and Parrish & Heimbecker Limited. As a result,
industry profit, measured as earnings before interest and taxes, is expected to account for 5.3% of revenue in 2021.
Industry revenue grew 11.0% in 2015, just prior to the current period. However, industry revenue growth has been
largely minimal, alternating years of small decline with years of small growth. As a result, industry employment is
expected to grow an annualized 0.8% to 2,170 workers over the five years to 2021, while the number of enterprises
will likely increase an annualized 1.3% to 97 companies during the same period.

APPRECIATION OF CANADIAN FLOUR ABROAD

The loonie experienced strong depreciation just prior to the period, which
aided revenue by making Canadian goods more competitive globally.

However, this trend was short-lived as the Canadian dollar depreciated in subsequent years along with exports, and
thus, industry revenue grew at a slower rate, even declining in some years. However, despite strong growth in malt
exports, the value of industry exports will likely increase an annualized 0.4% to $1.1 billion over the five years to
2021. Additionally, increased production from developing countries, including Thailand and India, has spurred import
penetration. As a result of a depreciating Canadian dollar and tariff protection exacerbated by logistical hurdles due
to the coronavirus pandemic, the value of imports will likely decline an annualized 0.8% to $849.9 million over the
five years to 2021.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of wheat

($ per ton)
2012 2,343 298 112 95.0 2,391 822 771 145 2,291 276
2013 2,003 271 114 92.0 2,248 851 804 105 1,956 266
2014 2,198 269 120 91.0 2,424 976 853 102 2,075 243
2015 2,441 328 113 91.0 2,451 1,166 938 139 2,213 186
2016 2,400 309 111 91.0 2,089 1,117 885 135 2,169 143
2017 2,428 278 116 91.0 2,300 1,122 792 136 2,098 145
2018 2,375 378 119 91.0 2,060 1,112 828 175 2,091 186
2019 2,460 355 122 93.0 2,133 1,112 928 174 2,276 163
2020 2,478 371 122 95.0 2,137 1,144 1,005 175 2,339 186
2021 2,531 365 124 97.0 2,170 1,138 850 178 2,244 233
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Industry Outlook
Outlook Revenue for the Canadian Flour Milling industry is forecast to contract,

declining an annualized 0.1% to $2.5 billion over the five years to 2026,
despite economic recovery following the COVID-19 (coronavirus)
pandemic.

Increasing demand from downstream customers such as pasta manufacturers and breweries, both domestic and
abroad, will likely provide an opportunity for growth. However, flagging per capita wheat consumption, in addition to
the world price of wheat declining an annualized 0.5% over the five years to 2026, will likely offset this trend,
resulting in revenue slightly decreasing during the same period. Meanwhile, industry profit is expected to remain
stagnant during the outlook period as input prices, despite a small contraction, will remain largely the same.
Purchases are the industry's largest expense and industry operators can increase profit with smaller purchase costs.
However, the increasing trend of health-conscience consumers is expected to challenge industry operators to
innovate and introduce healthier varieties of their products.

PER CAPITA DISPOSABLE INCOME DRIVING DEMAND GROWTH

As Canadian consumers become increasingly health-focused, there has
been a push for more healthy industry products.

Typically, whole-wheat or nutrient-dense products command a price premium, which can push some income-
constrained consumers away from these options. However, as per capita disposable income is expected to increase
an annualized 0.2% over the five years to 2026, healthier choices will likely be unavailable to many Canadians. As
consumers are unable to opt to eat healthier, demand for industry products are not likely to experience profound
growth. Retail outlets are expected take their cue from customers and place higher volume orders for lower-margin
alternatives to wholesalers, which in turn will likely place higher volume orders on these products to manufacturers,
slowing industry growth. Demand for other products, such as beer and spirits, is also expected to grow globally and
will likely support the growth of exports of malt, of which Canada is already the second-largest exporter of in the
world.

PROFIT STABILITY

Industry profit is expected to remain stable as the structure of the
industry will likely not change drastically during the outlook period.

The slow expansion of the industry may result in flagging employment figures, which is anticipated to stagnate at
2,171 workers over the five years to 2026. Additionally, the number of enterprises is expected to grow an annualized
0.6% to 100 companies over the next five years. It is possible that large industry players have attempted to improve
market share to widen profit margin, but the level of maturity in the industry is high, and thus, the expansion of the
industry is not significant enough to fuel major consolidation efforts. Acquisitions among small-scale mills that
produce niche flour products may increase, since it may be easier for large players to acquire this competition than
begin production organically.

PRODUCT INNOVATION
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To build on the momentum that began over the past five years, producers
will likely continue developing new products and healthier versions of
existing ones to further promote their product mix and brand images.

Therefore, product innovation is likely to be focused on healthier versions of industry products that cater to changing
consumer preferences. Specifically, producers will likely continue lowering the fat and sodium contents of products
to attract more health-conscious consumers. Moreover, many new products are introduced from year-to-year, but
only a few will be successful over the long term. Therefore, industry players must closely monitor specific consumer
needs and patterns to adjust product lines in ways that maximize demand.

INTERNATIONAL TRADE

The loonie is expected to appreciate compared with major currencies
such as the US dollar moving forward.

However, the value of industry exports is expected to grow an annualized 0.2% to $1.1 billion over the five years to
2026. This trend is expected to be fuelled by the continued growth of malt exports to the United States and Japan,
as the beer and spirits industries of these respective countries continue to growing during the outlook period. The
value of industry imports is expected to grow more quickly, rising an annualized 4.4% to $1.1 billion over the five
years to 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of wheat  ($

per ton)
2021 2,531 365 124 97.0 2,170 1,138 850 178 2,244 233
2022 2,514 361 124 97.0 2,156 1,136 1,076 176 2,454 245
2023 2,514 362 125 98.0 2,153 1,139 1,069 176 2,444 237
2024 2,516 363 126 99.0 2,161 1,142 1,065 177 2,439 229
2025 2,521 364 127 100.0 2,164 1,147 1,061 177 2,436 228
2026 2,523 364 128 100.0 2,171 1,150 1,056 177 2,429 227
2027 2,488 359 128 100.0 2,154 1,137 1,037 176 2,388 227
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry products are wholeheartedly accepted by the market

The rate of technological change is steady

The number of industry operators is stable

The Flour Milling industry in Canada is in the mature stage of its life cycle. Industry valued added (IVA), a measure
of an industry's contribution to the overall economy, is forecast to grown an annualized 1.6% over the 10 years to
2026. Conversely, Canadian GDP is forecast to rise an annualized 1.9% during the same period. IVA growing
mostly in line with the economy is indicative of a mature industry. This, in addition to other factors, signifies that this
industry has reached its mature stage.

The industry is characterized by a slow increase in the number of operators due to consolidation trends and overall
market maturity. Price-based competition, combined with slim profit for small players, make it difficult for these
players to compete effectively and act as a strong barrier to entry. Continued import penetration serves to amplify
the pricing pressures that operators can expect to experience, as many imports are produced where production
costs are comparably lower. Overall, the number of enterprises is expected to increase from 91 companies in 2016
to 100 companies in 2026.

Additionally, products manufactured by the industry are wholeheartedly accepted by the market. Flour, rice and malt
are all staples of the Canadian diet and are critical ingredients in many snack foods, breads and pasta, among other
applications. Most Canadians eat something with an industry product daily, which indicates a high degree of market
acceptance, and thus, industry maturity.

The industry exhibits mild technological change and product innovation. Operators acquire updated computer
systems and have embraced e-commerce sales strategies. This improves customer and supplier arrangements,
leading to cost savings. Furthermore, larger operators have introduced new products that are typically healthier
versions of existing products. For example, as consumers became more health conscious, producers quickly
adapted to these preferences by developing healthier products to avoid weakening demand for industry products.
Overall, the industry is mature due to its stable number of operators, limited room for product innovation and market
acceptance.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Bread Production in Canada

Cookie, Cracker & Pasta Production in Canada

Grocery Wholesaling in Canada

2nd Tier

Full-Service Restaurants In Canada

Supermarkets & Grocery Stores in Canada

Breweries in Canada

Key Selling Industries
1st Tier

Wheat Farming in Canada

Corn Farming in Canada

Utilities In Canada

2nd Tier

Water Supply & Irrigation Systems in Canada

Fertilizer Manufacturing in Canada

Pesticide Manufacturing in Canada

Products & Services

  The Canadian Flour Milling industry provides flour, an incredibly
important ingredient in many staple foods, directly to consumers via
supermarkets and to downstream food manufacturers.

Due to flour's staple status, there is not expected to be a large difference in the major product segments for this
industry as a result of the COVID-19 (coronavirus) pandemic affecting production.

FLOUR PRODUCTS

The flour products segment is made up of wheat flour, corn flour, flour
mixes and flour byproducts such as mill feed.

Wheat flour accounts for the bulk of this segment since it is the most demanded and useful flour product in the
market. Over the five years to 2021, as more consumers have become health conscious, wheat flour consumption
declined as a share of revenue due to its high carbohydrate content. Producers responded by introducing whole
wheat and other healthy products such as gluten-free flour, which is keeping the wheat flour segment from shrinking
significantly. An estimated 70.6% of industry revenue is made up of flour products designated for human
consumption in 2021, while an additional 7.8% of industry volume produced is made up of millfeed, a share that has
also fallen as a share of revenue over the past five years.

RICE, MALT AND OTHER

While most industry revenue comes from flour products, there are other
sources of revenue.

Malt manufacturing is the process of malting cereals to make their starch and sugar content easy to extract. Malts
are made from a variety of cereal grains such as barley and are primarily used in the production of beer, whiskey,
malted shakes and malt vinegar. Canada is the world's second-largest malt exporter in the world with the United
States and Japan as the primary destinations. Malt is expected to comprise 6.6% of revenue in 2021.
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Rice milling is estimated to account for the remaining 15.0% of industry revenue in 2021. Despite the fact that
Canada does not produce a large volume of rice domestically, large volumes of rice are imported from other
countries and then milled domestically. As with the flour segment, the rice segment has benefited from industry
operators pushing healthier products, such as brown rice.

Demand
Determinants

Demand for products manufactured by the Flour Milling industry in
Canada is based on downstream demand for food products, primarily
from grocery wholesalers and food manufacturers.

An increase in demand for flour-based products, such as pasta, bread and cereal, will drive demand for wheat flour.
Likewise, an increase in demand for rice-based foods and beer will have a positive effect on demand for rice and
malt, respectively.

Consumer preference and health trends also serve to determine levels of demand for industry products. More
consumers have become more health conscious over the past five years, and as a result, preferences are shifting
toward healthier products. Due to this shift, popular low-carbohydrate diets hampered demand for flour and rice
products. Therefore, producers focused on developing and offering products with greater nutritional content.

Flour and rice are staple foods, and therefore, growth in domestic demand is largely a function of the rising
population. The Canadian population rises and falls in response to changes in immigration numbers, death rates
and fertility rates. Although Canada is expected to record modest population growth in the future, world population
growth is also a determining factor of demand for this industry. As populations in developing countries rise, their
demand for rice will also increase. Therefore, demand and production of the grain for export purposes will also
increase.

Flour is an important ingredient in many staple food products for Canadians and is largely essential. As a result, the
industry is insulated from large demand declines due to the COVID-19 (coronavirus) pandemic, though with fewer
restaurants in operation and those that are open serving fewer customers with no dine-in service, there is expected
to be a slight decline for industry products. However, that will be partially offset by an increase in sales to food
manufacturers as more Canadians make their own food.

Major Markets

  The Canadian Flour Milling industry provides flour, an incredibly
important ingredient in many staple foods, directly to consumers via
supermarkets and to downstream food manufacturers.

  Due to flour's staple status, there is not expected to be a large difference in the major product segments for this
industry due to the COVID-19 (coronavirus) pandemic.

GROCERY WHOLESALERS AND STORES

Grocery wholesalers account for an estimated 14.5% of revenue in 2021.

Wholesalers purchase flour and rice and then sell them to supermarket chains and retail outlets. Steady increases in
per capita disposable income has led Canadians to dine out more, which has resulted in this segment falling slightly
as a share of revenue over the five years to 2021. This trend is expected to continue over the five years to 2026.
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FOOD MANUFACTURERS AND FOOD SERVICE

Food manufacturers and food service establishments, which include
bread manufacturers, alcohol manufacturers, prepared and frozen food
manufacturers, animal food manufacturers, as well as cookie, cracker and
pastry manufacturers, account for an estimated 26.3% of revenue in 2021.

Restaurants, hotels and motels are important sources of revenue because they buy flour products in large volumes.
This segment has increased over the past five years as per capita disposable income has grown.

EXPORTS

The United States is the largest source of exports due to its participation
with Canada in the United States-Mexico-Canada Agreement.

Exports are estimated to account for 44.9% of industry revenue in 2021. Exports have declined as a share of
revenue over the past five years, primarily due to other countries in markets with less expensive labour. The export
market is the largest since Canada's production capabilities far surpass the level of consumption.

OTHER

Other markets are expected to comprise 14.3% of industry revenue in
2021, declining as a share of revenue during the period as other segments
have risen at a faster rate.

These markets include breweries, that purchase malt to manufacture beer and other malted beverages, in addition
to other smaller industries.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Steady

Imports

In the Flour Milling industry in Canada, imports are projected to satisfy 37.9% of domestic demand in 2021, down
from 40.8% in 2016. The value of imports will likely fall an annualized 0.8% to $849.9 million over the five years to
2021. The largest importer of industry goods is the United States, accounting for an estimated 61.5% of imports in
2021. There are low transportation costs associated with trade between the North American nations due to their
geographic proximity to each other. Furthermore, goods imported from the United States are not subject to import
tariffs that many other countries, such as Thailand and India, encounter because of the United States-Mexico-
Canada Agreement (USMCA). Despite the presence of these protective duties, imports from Thailand and India
enable these countries to sell goods at comparatively low prices compared with domestically produced goods. The
value of imports, stimulating economic recovery following the COVID-19 (coronavirus) pandemic, is expected to
increase an annualized 4.4% to $1.1 billion over the five years to 2026.

Exports

Exports account for an estimated 44.9% of revenue in 2021. The value of exports is projected to grow an annualized
0.4% to $1.1 billion over the five years to 2021. This trend is despite the slight depreciation of the Canadian dollar
over most of the past five years. The United States is the largest market for exports, accounting for an estimated
80.8% of exports in 2021, due to its participation in USMCA and its geographic proximity to Canada. The next-
largest export destinations are Japan and Mexico, which account for an expected 7.1% and 5.3% of exports,
respectively, in 2021. Rounding out the top four is South Korea, which is expected to comprise 1.4% of exports in
2021. Overall, IBISWorld forecasts exports will grow an annualized 0.2% to $1.1 billion over the five years to 2026.

This high level of international trade is likely to have offsetting effects on industry revenue. While short-term revenue
decreases are likely as export opportunities become more difficult to capitalize on, international operators seeking to
import goods to Canada will experience the same issues. Domestic operators will likely be able to fill this vacuum of
demand and minimize revenue declines.
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Business
Locations

  Establishments in the Canadian Flour Milling industry largely follow population patterns. This helps operators reduce shipping
costs to downstream industries and to potential employees. Industry operators that are able to reduce the costs necessary to ship
products to supermarkets or to manufacturers that require industry products as an input will likely have an opportunity to generate
a higher margin, providing the opportunity to grow.

Ontario

The country's most populous province, Ontario, is expected to comprise 30.6% of industry establishments in 2021. Toronto and
Ottawa are two of Canada's largest cities and in the case of the former, its suburbs include Brampton and Mississauga, two
additional municipalities that more than 500,000 Canadians call home. Ontario represents 38.8% of the population and there are
many distributors and other manufacturers located in the province as well, which makes it an attractive location for industry
operators to establish flour mills.

Quebec

Similarly, Quebec, which contains 22.5% of the population, commands a large share of industry establishments. Instead of
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Toronto and Ottawa, Quebec counts Montreal and Quebec City as large population centres that attract not only workers, but other
manufacturers that use industry products as an input. Establishments that can generate business relationships with downstream
operators nearby will be able to reduce shipping costs and increase profit. Additionally, Quebec, similar to Ontario, has access to
the country's largest export partner, the United States, via both land and the Great Lakes. Quebec is expected to represent 25.0%
of industry establishments in 2021.

British Columbia

As the largest province in the western part of Canada, British Columbia is expected to comprise 12.9% of industry establishments
in 2021. Vancouver is located within British Columbia and is a large population centre, which attracts downstream operators,
reducing shipping costs. Additionally, the province has the best access to Asian export markets, where Japan and South Korea,
two of the four largest importers of industry products from Canada, are located. British Columbia also has close access to the
prairies of Saskatchewan and Alberta, which grow wheat, a key input to flour.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Flour Milling industry in Canada has a moderate level of market share concentration with the top four players
accounting for an estimated 54.1% of industry revenue in 2021. Due to product innovation and the rise of health
consciousness among consumers, the larger companies have increased their market share by attracting a larger
customer base at the expense of smaller industry players. Furthermore, larger companies have embraced trends
toward automation and achieved productivity gains by adopting sophisticated technology. Most of the industry's
concentration originates from flour mills since malt manufacturers have yet to experience consolidation trends flour
producers have in the past. Moreover, due to the substitutable quality of industry products, it is very unlikely the
industry will trend toward significantly higher levels of concentration, although some consolidation is occurring as
competition from imports increases.

Key Success
Factors

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

Supply contracts in place for key inputs:
Successful operators have contracts with suppliers of cereal grain, such as wheat and oats, to reduce supply
volatility.

Marketing of differentiated products:
It is vital to effectively market differentiated products (such as wheat flour, corn flour and various mixed flours) to
cater to a variety of consumer preferences.

Economies of scope:
Successful operators produce a range of milled products, including stock feed, which enables them to adjust their
production output in response to changing conditions, which reduces revenue volatility.

Ability to pass on cost increases:
Operators that are able to pass on increasing input costs to downstream consumers are better able to maintain profit
margins.

Ability to provide testing or thermometers for on-site employees:
The industry provides an essential product and is unlikely to experience a shutdown. Keeping employees healthy is
important to maintain production.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 5.3% of industry revenue in 2021, down slightly from 5.4%
in 2016. This decline has partially been due to weak revenue growth,
combined with very strong wage expansion over the past five years.
The price of wheat increased significantly in 2018 and it has been
increasingly difficult for many players to pass on higher costs to
downstream customers since import competition has been strong.
However, profit varies widely across the industry as the size and
economies of scope vary from operator to operator.

 

  Wages

Wages account for an estimated 7.0% of industry revenue in 2021.
Wages as a share of revenue have increased over the five years to
2021 as wages have grown at a faster rate than revenue during the
same period. Wages are a small portion of costs since the industry is
highly capital intensive. This trend is expected to remain stable since
the level of technological change is relatively small.
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  Purchases

Purchases constitute the largest expense for the average operator,
accounting for an estimated 72.2% of industry revenue in 2021.
Purchases are attributed to input costs such as wheat, rice, barley and
other cereal grains. The size of an industry operator is important in
determining the portion of this cost. For instance, larger operators can
buy grains in bulk, reducing per-unit costs and expanding profit.
However, purchases are the most volatile component and because they
account for the majority of revenue, they present a threat to the industry
when input prices experience volatility. Purchase costs have remained
largely stable over the past five years, decreasing only slightly.

 

  Marketing

Marketing costs are expected to account for 0.8% of revenue in 2021.

 

  Depreciation

Depreciation is expected to account for 2.1% of revenue in 2021.
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  Rent

Rent expenses are expected to account for 0.7% of revenue in 2021.

 

  Utilities

Utilities are expected to account for 3.1% of revenue in 2021.

 

  Other Costs

Other costs are expected to account for 8.6% of revenue in 2021.

 



Flour Milling in Canada December 2021

26 IBISWorld.com

Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  INTERNAL COMPETITION

Competition within the Canadian Flour Milling industry is primarily price-
based due to the homogeneous nature of industry products.

Lower product prices are more attractive to downstream markets because they reduce their purchase costs. For
producers of generic brands whose demand is based almost solely on providing affordable alternatives to brand
name products, minimizing input costs is vital.

Quality also affects competition and the characteristics of flour determine quality. Flour differs according to the grain
used and its quality is judged based on its colour, fineness and texture. In addition, as the number of health-
conscious consumers rises, companies that implant their products with nutrients, such as fibre, can expect to benefit
through their product differentiation.

Securing supply contacts with bakery and food manufacturers is critical for remaining competitive in this industry.
Operators that do so are able to buy inputs at fixed prices to reduce input price volatility. The ability to secure
optimal shelf space in supermarkets also sets companies apart from the competition because those products are
more visible and accessible to customers.

EXTERNAL COMPETITION

Industry operators compete with foreign flour mills and malt
manufacturers and the key factors affecting world demand for flour and
malt are the same as those that drive domestic demand.

However, the global market is affected by foreign exchange rates and variations in per capita consumption of flour
and malt throughout the world. The continued trend of import penetration into the manufacturing sector
demonstrates that competition between domestic and international producers will likely continue to pose a threat to
industry operators over the coming years.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  Barriers to entry in the Canadian Flour Milling industry are
moderate and depend on the scale of production the
entrant pursues. The main barrier to entry lies in the initial
level of capital investment needed for operators to enter
the industry. For instance, starting an operation requires a
large up-front investment; namely, a processing plant and
machinery to do the milling. New entrants that are unable
to afford these costs will likely be unable to enter the
industry. Moreover, other initial outlays include purchases
of grain inventories, which will then be processed and
milled into flour. Cash-strapped entrants may find
themselves unable to enter the market without sufficient
capital to build up a store of inputs and industry products.

Many larger established players in the industry are
characterized by large volume production, permitting them
to minimize per-unit costs. They also benefit from being
able to purchase inputs in bulk for a less expensive per-
unit price, thereby enabling them to achieve economies of
scale. This presents a difficulty for new players wishing to
enter the market because they are not likely to begin
production on a large scale. Therefore, they will likely be
unable to take advantage of lower costs. This is not
necessarily a formal barrier to entry, but it may hamper
the success of new entrants.

While new entrants are typically focused solely on flour
milling, they compete with vertically integrated
businesses. Vertical integration provides established
players with greater control over profit and operations
across the supply chain. This is a detriment to new
entrants because it can box them out from potential
contracts. Therefore, new entrants may choose to enter
into niche markets for industry products such as nutrition-
infused flour products, thereby distinguishing themselves
from the competition and generating high sales volumes
by taking advantage of changing consumer preferences.

Barriers to Entry Checklist

Competition Medium  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Flour Milling industry in Canada has a high level of globalization and is characterized by multinational companies that
operate across several global regions. For example, Archer Daniels Midland Company operates mills in Canada, the
United States, the United Kingdom, South America and the Caribbean, in addition to procurement facilities in the United
States, South America and Europe. Within the industry, trends of global food sourcing and large-scale production affect
the Flour Milling industry.

The industry is exposed to international competition from major foreign producers of milled rice and flour. The United
States is the source of the largest amount of competition, accounting for an estimated 61.5% of Canada's industry-
relevant imports. In addition, the other two significant sources of imports, Thailand and India, have lower wage costs and
more lenient environmental regulations. This permits them to produce flour and rice products at a lower cost, which will
likely continue the trend of increasing globalization.

This high degree of globalization could decrease as a result of the COVID-19 (coronavirus) pandemic. International trade
has experienced increasing logistical hurdles as Canada has closed its borders to all nonessential travel. Consequently,
some companies may replace international portions of their supply chain to remove these hurdles, while international
operators may struggle to bring their products to the domestic market. This may cause downstream operators to
increasingly choose domestic companies as a supplier, further decreasing globalization.
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Major Companies

Major Players Archer Daniels Midland Company

Market Share: 31.5%

Brand Names ADM

  Founded in 1902, Archer Daniels Midland Company (ADM) is a major food processor headquartered in Chicago.
The company is involved in nearly every stage of the food production process: procuring, storing, transporting and
processing a variety of different products. ADM employs 39,000 workers in 321 domestic and international locations.
ADM reorganized its operating segments in 2019 to three segments, including ag services and oilseeds,
carbohydrate solutions and nutrition. Previously, the company had four different reportable business segments,
which included origination, oilseeds, carbohydrate solutions and nutrition. ADM participates in the Canadian Flour
Milling industry through its activities in the carbohydrate solutions segment, specifically through flour milling
operations. Milled flour, a common product, is primarily sold to the baking and foods industries. The company
operates eight flour mills across Canada.

The company expands its market reach primarily through mergers and acquisitions. In April 2016, ADM acquired a
50.0% interest in Medsofts Group, a consolidated joint venture based in Egypt that is involved in merchandising and
supply chain operations. This is expected to expand the company's reach globally and assist in the sourcing and
storing of wheat and other grains, key inputs in the production process. In July 2017, the company completed the
acquisition of Industries Centers, which is based in Israel and is now known as ADM Israel.

Financial performance

ADM has expressed interest in enhancing its product line by adding oilseed and wheat processing by-products to
expand the breadth of its operations. In doing so, the company's feedstock would be further diversified and would
provide an opportunity to expand its geographical scope. To supplement this strategy, the company has divested
from some operations that have ultimately strained profit. Higher demand from downstream markets have boosted
sales volume, and consequently, revenue. However, the company shut down one of its Canadian mills in 2017,
which led to a significant decline in revenue over that year. As a result, in conjunction with revenue declines caused
by the COVID-19 (coronavirus) pandemic, ADM's industry-relevant revenue is anticipated to decrease an annualized
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1.7% to $798.1 million over the five years to 2021. Despite achieving economies of scale because of its large
presence in the Canadian market and abroad, ADM's profit margin is only slightly above the industry average. The
company's operating profit, measured as earnings before interest and taxes, is expected to decline an annualized
0.1% to $63.9 million over the five years to 2021.

 
Archer Daniels Midland Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 868.4 N/C 64.1 N/C
2017 670.7 -22.8 45.9 -28.4
2018 683.9 2.0 63.3 37.9
2019 699.8 2.3 57.9 -8.5
2020 674.2 -3.7 55.9 -3.5
2021 798.1 18.4 63.9 14.3

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)

Parrish & Heimbecker Limited

Market Share: 14.3%

Brand Names Ellison Milling Co., Dover, Parrheim Foods,
New-life Mills

  Parrish & Heimbecker Limited (P&H), which was founded in 1909, is an agribusiness company headquartered in
Winnipeg, MB. The company offers transportation, logistics, trading and crop input services and operates in animal
feed and grain milling industries. P&H operates in the industry through P&H Milling Group, a wholly owned division
of the company. The company currently sources wheat from across Canada, including Western Canada, Ontario,
Quebec and the Atlantic regions to produce flour and cereal products for bread and other bakery products such as
cakes, cookies and semolina for pasta. Other specialty products include organic flour, rye flour and atta flour for
chapati. The company entered the Canadian Flour Milling industry in 1964 with the acquisition of Knechtel Milling in
Ontario. Through numerous acquisitions since then, the company has expanded to become the largest Canadian-
based industry operator.

The company has acquired grain elevators and retail locations to expand operations over the five years to 2021.
P&H also opened a new facility in 2019 and its first full year of operation will come in 2020, which will serve as a
boon to revenue, though this was offset by the COVID-19 (coronavirus) pandemic. The company has grown slowly,
making a few strategic acquisitions prior to the period to grow its size and facility count, as it acquired Dover
Industries and its five flour mills in 2009.

Financial performance

P&H operates eight mills across Canada with more than 1,500 employees. It manufactures a diversity of flour
products and exports to the United States, Caribbean, Middle East and Pacific Rim countries. The company has
performed below the rate of growth experienced by the industry over the five years to 2021. P&H has suffered from
declines in flour prices and has had to compete extensively with increasing imports. P&H is a private company and
does not release any financial information. However, IBISWorld expects the company's industry-relevant revenue to
fall an annualized 0.9% to $361.8 million over the five years to 2021. Additionally, the company's industry-relevant
operating profit, measured as earnings before interest and taxes, is expected to decline an annualized 1.5% to
$22.0 million over the five years to 2021, as import penetration has placed downward pressure on prices for industry
goods.
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Parrish & Heimbecker Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 377.9 N/C 23.7 N/C
2017 342.4 -9.4 15.1 -36.3
2018 343.6 0.4 25.3 67.5
2019 344.3 0.2 20.5 -19.0
2020 332.9 -3.3 22.2 8.3
2021 361.8 8.7 22.0 -0.9

Source: IBISWorld
Note: *Estimates

Ardent Mills LLC

Market Share: 6.7%

Brand Names Ottawa Valley

  Ardent Mills LLC (Ardent Mills) is one of North America's leading flour milling manufacturers and is headquartered in
Denver. The company started operating in 2014 as a joint venture of the milling segments of Cargill Inc. (Cargill),
ConAgra Brands Inc. (ConAgra) and farmer-owned cooperative CHS Inc. (CHS). Cargill and ConAgra both own
majority shares at an estimated 44.0% stake, while CHS owns the remaining 12.0% and supplies Ardent Mills with
the most wheat for flour production. Ardent Mills operates 35 mills and blending facilities across the United States,
Canada and Puerto Rico. The company produces a variety of flours, ancient grains, animal feed and other grain
products. Ardent Mills employs more than 240 workers across its Canadian mills and an estimated 1,300 workers
across all its facilities.

Ardent Mills purchased Mondelez Canada's flour mill, which is located in Mississauga, ON, just prior to the period,
which helped increase Canadian capacity. Additionally, the company announced Simply Milled in 2016, a brand of
flour with no additives, to appeal to changing consumer tastes. Ardent Mills' Canadian flour mills have a daily
capacity of more than 6.3 million kilograms of flour.

Financial performance

Ardent Mills operates three mills in Canada that produce flour, with its largest facility in Saskatoon, SK. The
company is private and does not disclose any financial data. However, IBISWorld estimates that the company's
industry-relevant revenue will largely stagnate, generating $170.6 million in 2021. Due to the nature of Ardent Mills'
products, the COVID-19 (coronavirus) pandemic has had a limited influence on revenue. An increase in import
penetration has led to downward pressure on flour prices. However, the company has been able to maintain growth
as it has introduced new products to appeal to new customers. However, the company's industry-relevant operating
profit, measured as earnings before interest and taxes, is forecast to decline an annualized 0.2% to $9.7 million over
the five years to 2021.

 
Ardent Mills LLC (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 170.3 N/C 9.8 N/C
2017 158.1 -7.2 6.5 -33.7
2018 168.3 6.5 11.6 78.5
2019 168.6 0.2 9.4 -19.0
2020 169.6 0.6 10.6 12.8
2021 170.6 0.6 9.7 -8.5

Source: IBISWorld
Note: *Estimates

Other Companies Rogers Foods Ltd.

  Market Share: 1.6%
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  Rogers Foods Ltd. (Rogers Foods) has operated in the Flour Milling industry in Canada for more than 60 years
through milling flour and cereal products from grain. The company operates two mills in British Columbia, one in
Armstrong and one in Chilliwack. Rogers Foods brands itself as a provider of healthy cereals to Canadians. In
addition to manufacturing, it distributes its products throughout the country. Rogers Foods is private and does not
disclose any financial information. However, IBISWorld expects that the company will generate $40.8 million in
industry-relevant revenue in 2021, with small growth over the year as it recovers from the COVID-19 (coronavirus)
pandemic affecting operations.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  Operators in the Flour Milling industry in Canada require a
moderate level of capital investment because modern
manufacturing plants require sophisticated technology and
equipment to increase productivity. The industry is
expected to spend $0.30 on capital for every $1.00 spent
on labour in 2021, though this has decreased over the five
years to 2021. In particular, milling grains and rice requires
heavy machinery such as traditional mills or stone grinders.
Cereal grain malting requires specialized equipment,
including malthouses, which are designed to dry the
germinated seeds in perforated wooden floors. However,
capital intensity varies considerably depending on the size
of the manufacturer. Small to medium-size facilities will
have a lower capital-to-labour ratio because they lack the
resources necessary to invest in expensive technology and
equipment. They are more likely than a larger producer to
use older equipment and employ more workers to increase
productivity, rather than increase capital expenditures.
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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.

Very High Innovation
Concentration

Very Likely 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.

Very High Rate of Entry Very Likely 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.

Very Low Market
Concentration

Very
Unlikely

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.

  The rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

The industry structure creates a moderate level of entry barriers, which is coinciding with a high rate of new competitors
entering the industry. This high rate of entry creates a significant pool of potentially disruptive entities and the industry
structure does not significantly affect their growth potential.

Major market segments for industry operators are relatively diversified. The spread of market segments suggests that there
are limited entry points other than those already served my incumbent operators.

Flour products are crucial inputs for many food manufacturing industries and
food service companies, which protects the Canadian Flour Milling industry
from serious technological disruptions that could hurt the industry.

There are no real flour substitutes since this is required for the production of bread, pasta, cookies and many baked goods.
Additionally, industry operators have adapted to changing consumer needs by providing gluten-free flour products.
However, some innovations have enabled businesses and consumers to produce and mill their flour from cereal inputs.
Advancements in flour mill technology have made flour mills smaller and more accessible to consumers, which has
increased the amount of flour that is produced at home rather than bought from stores. However, this trend has been
relatively insignificant and has yet to affect the industry's demand.

The level of technology change is    Medium

  The processes used today by the Flour Milling industry in Canada are similar
to technologies developed in the 1930s.

However, technological advances in flour milling have delivered increased efficiency and operating capacity for mills. For
instance, the introduction of in-line mixing equipment enables flour mills to blend flour with other products such as sugar,
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milk powder or fats.

More operators have increased spending on research and development over the five years to 2021, which has enabled
mills to identify the quality of raw inputs such as grain. There is also product innovation in downstream markets such as
gluten-free bread and cereals. These products use a specific enzyme in brown rice and buckwheat flours to improve the
characteristics of these products.

The industry's adoption of new technology includes updated computer systems. E-commerce has been responsible for
providing manufacturers with improved customer and supplier arrangements, which has led to cost savings due to better
inventory and production planning. However, most of the computer system adoption is confined to major players.

Revenue
Volatility

The level of volatility is    Medium

  Revenue volatility in the Flour Milling industry in Canada is reliant on changes
in downstream demand and the price of inputs.

As a result, the industry has experienced low to moderate levels of volatility over the five years to 2021. Downstream
demand is derived from demand for products such as bread, cakes, cookies, tortillas, pasta and cereal foods, which are
generally stable demand sources that limit much of the industry's volatility. However, industry operators are subject to price
swings in input markets caused by natural climate effects and global production trends since the industry is highly
globalized. Major inputs such as barley and wheat tend to experience volatility, which transfers down to the price of the
industry's products. Industry revenue grew as much as 3.6% in 2019, while it decreased as much as 2.2% in 2018.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Flour Milling industry in Canada experiences a moderate level of
regulation.

The Canadian Food Inspection Agency (CFIA), along with Health Canada, oversees the safety and nutritional quality of
food products sold throughout Canada. The CFIA is responsible for the administration and enforcement of the Food and
Drugs Act, which is the primary legislation governing the safety and nutritional quality of food sold in Canada. The role of
the act and its regulations is to protect the public against health hazards and fraud from the sale of food and beverages,
among other items. The act governs food labelling, advertising and claims, food standards and compositional requirements,
foods for special dietary uses, chemical and microbial safety, food additives, fortification, packaging material and pesticides.

The CFIA also enforces the Consumer Packaging and Labelling Act, which requires prepackaged foods (wherever they
originate from) to not falsify information with regard to quality or performance. Also, industry operators are required to abide
by the Canadian Environmental Protection Act, the Canadian Environmental Assessment Act and local provincial
legislation. These acts are set in place to prevent food producers from carelessly disposing of waste from packaging. In
addition, producers are encouraged to reduce the weight of their packages so as to reduce fuel usage by large trucks.
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Industry operators also must ensure that they and their employees abide by COVID-19 (coronavirus)-related rules and
regulations. These include capacity restrictions in company buildings, mask mandates for employees and testing or vaccine
requirements, among other safety measures.

Industry
Assistance

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

The Canadian Flour Milling industry's products are subject to import tariffs
designed to protect Canada's wheat and barley farming industries.

Wheat or meslin flour is subject to a $2.42-per-tonne import tariff for countries with no preferential trade treatment within the
assigned tariff rate quota. Once the total volume of imports reaches an assigned amount (123,557 tonnes for wheat
products), imports become subject to an over-access commitment tariff of $139.83 per tonne. Barley flour within the tariff
rate quota (19,131 tonnes for barley products) are subject to a 4.0% tariff and flour above the quota are subject to a tariff of
$213.80 per tonne plus 8.5%. While most industry imports come from the United States, which is free of import tariffs under
the United States-Canada-Mexico Agreement, the access level commitments still apply to the United States once the quota
has been reached.

The Canadian National Millers Association (CNMA) is a trade association that represents wheat, corn, oat and rye milling
businesses in Canada. Member companies of the CNMA include major player Archer Daniels Midland Company and nine
other milling companies. The CNMA was founded more than 90 years ago and advocates on behalf of the milling industry
to federal and provincial governments. Furthermore, the association helps connect members that would want to expand
their international presence with international importers.

The federal government has adopted several policies to help businesses nationwide in the wake of the COVID-19
(coronavirus) pandemic, including the deferment of income taxes owed between March 18, 2020 and August 31, 2020, in
addition to customs payments between March 27, 2020 and June 30, 2020. The Canada Emergency Wage Subsidy will
also 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. That program was in place until least October
23, 2021; however, it has been proposed that this program continue until at least March 13, 2022.
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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)

World price
of wheat ($

per ton)
2012 2,343 298 112 95.0 2,391 822 771 145 2,291 276
2013 2,003 271 114 92.0 2,248 851 804 105 1,956 266
2014 2,198 269 120 91.0 2,424 976 853 102 2,075 243
2015 2,441 328 113 91.0 2,451 1,166 938 139 2,213 186
2016 2,400 309 111 91.0 2,089 1,117 885 135 2,169 143
2017 2,428 278 116 91.0 2,300 1,122 792 136 2,098 145
2018 2,375 378 119 91.0 2,060 1,112 828 175 2,091 186
2019 2,460 355 122 93.0 2,133 1,112 928 174 2,276 163
2020 2,478 371 122 95.0 2,137 1,144 1,005 175 2,339 186
2021 2,531 365 124 97.0 2,170 1,138 850 178 2,244 233
2022 2,514 361 124 97.0 2,156 1,136 1,076 176 2,454 245
2023 2,514 362 125 98.0 2,153 1,139 1,069 176 2,444 237
2024 2,516 363 126 99.0 2,161 1,142 1,065 177 2,439 229
2025 2,521 364 127 100.0 2,164 1,147 1,061 177 2,436 228
2026 2,523 364 128 100.0 2,171 1,150 1,056 177 2,429 227

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World price

of wheat (%)
2012 9.12 -19.5 -3.45 -2.07 8.78 9.80 9.49 8.56 9.00 -1.41
2013 -14.5 -9.09 1.78 -3.16 -5.99 3.51 4.30 -27.1 -14.6 -3.86
2014 9.72 -0.71 5.26 -1.09 7.82 14.7 6.08 -3.52 6.08 -8.58
2015 11.1 21.9 -5.84 0.00 1.11 19.4 10.0 36.5 6.67 -23.5
2016 -1.67 -5.97 -1.77 0.00 -14.8 -4.18 -5.60 -2.82 -2.01 -23.0
2017 1.16 -10.0 4.50 0.00 10.1 0.43 -10.6 0.74 -3.25 1.45
2018 -2.21 35.8 2.58 0.00 -10.4 -0.92 4.59 28.9 -0.33 28.1
2019 3.59 -5.94 2.52 2.19 3.54 0.04 12.1 -0.63 8.84 -12.3
2020 0.73 4.36 0.00 2.15 0.18 2.86 8.23 0.34 2.75 13.6
2021 2.14 -1.49 1.63 2.10 1.54 -0.57 -15.4 1.66 -4.07 25.7
2022 -0.70 -1.18 0.00 0.00 -0.65 -0.15 26.7 -0.68 9.38 5.17
2023 0.01 0.22 0.80 1.03 -0.14 0.28 -0.66 -0.12 -0.40 -3.48
2024 0.07 0.27 0.80 1.02 0.37 0.28 -0.44 0.34 -0.24 -3.34
2025 0.20 0.24 0.79 1.01 0.13 0.40 -0.32 0.11 -0.12 -0.36
2026 0.05 0.02 0.78 0.00 0.32 0.25 -0.48 0.28 -0.27 -0.29

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 12.7 33.6 35.1 980 6.17 21.3 60,435
2013 13.5 41.1 42.5 891 5.26 19.7 46,842
2014 12.3 41.1 44.4 907 4.62 20.2 41,914
2015 13.5 42.4 47.8 996 5.68 21.7 56,589
2016 12.9 40.8 46.5 1,149 5.62 18.8 64,528
2017 11.4 37.7 46.2 1,056 5.59 19.8 59,043
2018 15.9 39.6 46.8 1,153 7.37 17.3 85,000
2019 14.4 40.8 45.2 1,153 7.07 17.5 81,575
2020 15.0 43.0 46.2 1,160 7.05 17.5 81,703
2021 14.4 37.9 44.9 1,167 7.01 17.5 81,797
2022 14.4 43.9 45.2 1,166 7.01 17.4 81,772
2023 14.4 43.7 45.3 1,168 7.00 17.2 81,793
2024 14.4 43.7 45.4 1,164 7.02 17.2 81,768
2025 14.4 43.6 45.5 1,165 7.02 17.0 81,747
2026 14.4 43.5 45.6 1,162 7.03 17.0 81,713

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Statistics Canada
http://www.statcan.gc.ca

FoodNavigator
http://www.foodnavigator.com

The Food Institute
http://www.foodinstitute.com

Canadian National Millers Association
http://www.canadianmillers.ca

Industry Jargon DURUM WHEAT
A type of wheat that has dark-coloured kernels and is mostly used for bread and pasta manufacturing.

MALT
A grain product mainly used for brewing and distilling that mostly comes from barley.

RICE MILLING
A process of removing the husk, bran layer and germ of rice.

VERTICAL INTEGRATION
Owning different parts of the supply chain, either in the form of forward integration (owning upstream suppliers) or
backward integration (owning downstream buyers).

WHOLESALE BYPASS
A popular trend in retail and manufacturing industries where producers supply goods directly to stores, eliminating
the middleman.

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.

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.
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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.



IBISWorld helps you find the industry
information you need – fast.

With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
info@ibisworld.com to learn more.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
with regard to the completeness or accuracy of the data or information contained herein, and it accepts no
responsibility and disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage
whatsoever suffered or incurred by any other person resulting from the use of, or reliance upon, the data or
information contained herein. Copyright in this publication is owned by IBISWorld Inc. The publication is sold on
the basis that the purchaser agrees not to copy the material contained within it for other than the purchasers own
purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
or opinions prepared for any other person – it is agreed that it will be sourced to: IBISWorld Inc.
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