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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:

· Revenue for the Canadian Cereal Production industry has significantly expanded over the five years to 2021 as a
result of Canadian consumers remaining at home during the COVID-19 (coronavirus) pandemic. For more detail,
please see the Current Performance chapter.

· Supply chain issues, such as shipping delays and supply bottlenecks, have posed a challenge to industry
operators. For more detail, please see the Current Perfromance chapter.

· Industry profit is projected to increase over the past five years despite more difficult operating conditions. For more
detail, please see the Cost Structure Benchmarks 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 industry acquires raw materials, such as corn, wheat, flour, sugar, malt extract, rice and salt from various

sources, and processes these ingredients into ready-to-eat cereal, granola cereal (except bars and clusters) and hot
cereal. It also purchases raw materials such as plastic and paperboard containers from other manufacturers for
packaging purposes. The finished breakfast cereals are subsequently sold to grocery wholesalers, retailers and food
service providers.

Major Players General Mills

PepsiCo

Post

Kellogg Co.

Nature's Path

Main Activities The primary activities of this industry are:

Corn breakfast foods manufacturing

Wheat breakfast cereal manufacturing

Oatmeal (i.e. cereal breakfast food) manufacturing

Grain breakfast cereal manufacturing

Mix grain breakfast manufacturing

Manufacturing granola breakfast cereal (except bars and clusters)

Manufacturing ready-to-serve breakfast and instant hot cereal foods

The major products and services in this industry are:

Ready-to-eat corn breakfast foods

Ready-to-eat wheat breakfast foods

Ready-to-eat oat breakfast foods

Ready-to-eat rice breakfast foods

Other ready-to-eat breakfast foods

Hot cereal
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Supply Chain

SIMILAR INDUSTRIES

Corn Farming in Canada Flour Milling in Canada Baking Mix & Prepared Food
Manufacturing in Canada

Grocery Wholesaling in Canada

Supermarkets & Grocery Stores
in Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Cereal Production in the US Cereal, Pasta and Baking Mix
Manufacturing in Australia

Breakfast Cereals & Cereal-
Based Foods Production in the
UK

Cereal, Pasta and Baking Mix
Manufacturing in New Zealand
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Industry at a Glance
Key Statistics

$1.6bn
Revenue

Annual Growth

2016–2021

7.7%

Annual Growth

2021–2026

-0.5%

Annual Growth

2016–2026

 

$273.7m
Profit

Annual Growth

2016–2021

9.5%

  Annual Growth

2016–2021

 

17.0%
Profit Margin

Annual Growth

2016–2021

1.4pp

  Annual Growth

2016–2021

 

37
Businesses

Annual Growth

2016–2021

4.3%

Annual Growth

2021–2026

1.1%

Annual Growth

2016–2026

 

1,974
Employment

Annual Growth

2016–2021

5.8%

Annual Growth

2021–2026

0.2%

Annual Growth

2016–2026

 

$107.2m
Wages

Annual Growth

2016–2021

4.8%

Annual Growth

2021–2026

0.0%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.4%
Demand from grocery stores

8.9%
World price of wheat

0.5pp
National unemployment rate

0.8%
Per capita disposable income

1.5%
Canadian effective exchange rate
index

N/A
US dollar exchange rate

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Concentration

Medium

  Regulation & Policy
Medium / Steady   Technology Change

Medium

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Industry Globalization

High / Increasing

  Competition
High / Steady

 

Key Trends

 Many industry manufacturers have added higher-nutrition
ingredients to existing products

 Many downstream grocery stores have consolidated over
the past five years

 Higher demand for food products has contributed to a rise in
purchase costs

 Longer term trends in the adoption of healthier diets are
likely to continue to sustain industry revenue

 Time-poor consumers will likely continue to shift their
preferences toward more convenient breakfast products

 Limited opportunities for profitable entry into the industry are
likely to exist

 Industry profit has been volatile over the past five years due
to improving industry growth and cost pressures
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High Profit vs. Sector Average

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Imports

  High Customer Class Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  US dollar exchange rate

   

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 Spilled milk: The industry will likely experienced diminish demand as
prepandemic activities return

Several years of mixed growth followed by a historic boom in demand has characterized the Cereal Production
industry in Canada. Prior to the five years to 2021, large declines in cereal consumption led to a major drop in
industry size. However, as the current period has progressed, the industry has gradually rebounded as demand for
healthier cereal products encouraged industry growth. Stay-at-home orders in response to the COVID-19
(coronavirus) pandemic led to a surge in consumer spending on groceries such as breakfast cereals in early 2020.
This change enabled a sharp increase in industry revenue as producers expanded output to meet heightened
demand. As a result, industry revenue is forecast to increase an annualized 7.7% to $1.6 billion over the five years
to 2021, including an increase of 0.7% in 2021 alone.

Industry profit has been volatile over the past five years due to improving industry growth and cost pressures. Since
the beginning of the pandemic, increasing demand for raw materials and supply chain issues have posed a
challenge for industry operators through higher production and shipping costs. These dynamics have contributed to
slightly higher cereal prices as these costs are partially passed on downstream. Industry profit, though having risen
during the current period, is estimated to have experienced a decrease compared with 2020 figures as these
dynamics take their toll on operators' profit. In line with overall industry growth, few new entrants have joined the
industry, with the number of industry enterprises growing at an annualized rate of 4.3% to 37 companies over the
five years to 2021.

Over the five years to 2026, rising disposable income amid the reopening of the Canadian economy will likely
contribute to a decrease in industry revenue as expenditure on food services rises and Canadians spend less time
at home. These changes are anticipated to diminish demand for industry products as prepandemic activities return.
However, longer term trends in the adoption of healthier diets are likely to prevent any drastic changes in industry
performance. As a result, IBISWorld forecasts industry revenue to decline at an annualized rate of 0.4% to $1.6
billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Demand from grocery stores

Grocery stores are the primary source of industry demand since this market sells cereal products to consumers.
Therefore, demand from grocery stores is reflective of consumer demand. Demand from grocery stores is expected
to fall in 2021, posing a potential threat to the industry.

 

US dollar exchange rate

The United States accounts for the overwhelming majority of cereal imports and exports. Therefore, the value of the
Canadian dollar compared with the US dollar has a considerable effect on industry trade. The US dollar exchange
rate is expected to increase in 2021.

 

Per capita disposable income

As disposable income increases, consumers are more likely to purchase price-premium cereals that boost revenue
and improve returns. However, consumers are also less likely to make breakfast at home and can afford more costly
alternatives, such as dining out, when disposable income is high. Per capita disposable income is expected to fall in
2021, representing a potential opportunity for the industry.

 

National unemployment rate

The Cereal Production industry in Canada competes with other breakfast products, most notably on-the-go items
such as breakfast sandwiches. When the unemployment rate falls, consumers are more likely to purchase breakfast
items or eat on the go. The national unemployment rate is expected to decrease 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 trading partners. The CEER index takes into account the trade
of goods, services and nonenergy commodities. The CEER index is expected to increase in 2021.

 

World price of wheat

Wheat is a main input for cereal production. As the price of wheat rises, the cost of production increases, boosting
revenue, as operators are typically able to pass cost increases along to downstream customers. The world price of
wheat is expected to increase in 2021.
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Current
Performance

The Cereal Production industry in Canada has grown over the five years
to 2021 after a previous period of volatility.

As uncertainty and shelter-in-place orders took hold in early 2020, Canadian consumers spent more on at-home
meals. According to Statistics Canada, average household expenditure on groceries is estimated to have risen
10.4% in 2020, while spending on food services, including restaurants and cafes, fell 25.8% that same year (latest
data available). This shift contributed to substantially higher breakfast cereal consumption than in previous years. As
a result, breakfast cereal producers in Canada are estimated to have experienced revenue increases, with industry
revenue rising 30.6% in 2020 alone, as sales domestically and via exports to the United States surged. As economic
recovery continues, this growth trend is anticipated to remain positive, but gradually taper out as food services and
travel return. In light of these trends, industry revenue is projected to increase an annualized 7.7% to $1.6 billion
over the five years to 2021. Revenue is forecast to grow 0.7% in 2021 alone as industry sales remain at an elevated
level.

ORGANIC GROWTH

Over the five years to 2021, industry revenue performance underwent
several years of mixed performance as changing breakfast habits and
health trends influenced demand for breakfast cereal.

In recent years, maintaining and expanding downstream markets has required cereal producers to strike a balance
between offering convenient and healthy products alongside traditional morning favourites.

Prior to the current period, declining cereal sales led to the restructuring of the industry, notably through the Kellogg
Company closure of a large plant in London, ON, as producers sought to adjust to shifting consumer trends. More
healthful breakfast cereals have presented a considerable growth opportunity as consumers seek out more
nutritious ingredients. This trend includes gluten-free, organic, low-sugar, high-fibre, added-protein and whole grain
cereals that permit certain dietary preferences or requirements to be met. In the organic segment, Canada-based
Nature's Path Foods (Nature's Path), which operates an industry relevant facility in Delta, BC, has been an industry
leader in offering high-quality ready-to-eat cereals. The high sugar content of traditional cereals has posed a
challenge for operators that have offered alternative ingredients, such as honey and dried fruit, to sweeten their
products without sacrificing nutrition. Additionally, alternative grains such as quinoa have experienced a rise in
popularity as a substitute for traditional oatmeal due to its higher protein content.

Many industry manufacturers have responded to these trends by adding higher-nutrition ingredients to existing
products or introducing new product lines with healthy options. For example, major player General Mills Inc.
(General Mills) introduced options such as Cheerios Ancient Grains, made with quinoa, Kamut wheat and spelt, in
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addition to providing certified organic options through its Cascadian Farm brand. The rising popularity of healthy
grocers, such as Whole Foods, has further prompted cereal manufacturers to respond to persisting trends and has
also enabled smaller players, such as Nature's Path, to gain market share by targeting certain segments.
Controversy has arisen in recent years regarding the marketing of certain high-added sugar cereals as healthy or
nutritious despite their ingredients. As the market for health conscious consumers continues to grow, the signalling
of quality through organic certification and honest marketing is likely to be an important feature of industry product
competition in the near term.

BREAKFAST BOOM

During the current period, general economic expansion contributed to
mixed industry growth as operators reconfigured product lines and
production facilities to respond to rising consumer trends.

Canadians who starting their days on the go increasingly turned toward options such as breakfast sandwiches and
cereal bars, dampening industry revenue growth. As the coronavirus pandemic began in 2020, social distancing and
stay-at-home orders kept consumers at home and contributed to a surge in demand for ready-to-eat breakfast
cereals. As a result, cereal sales boomed and the industry experienced major revenue growth. Overall, between
prior trends and the pandemic driven boom, the industry has undergone an expansion, with industry employment
increasing an annualized 5.8% to 1,974 employees over the five years to 2021. Industry wages have also grown,
rising an annualized 4.8% to $107.2 million during the same period, and accounting for 6.7% of revenue in 2021 in a
capital-intensive production environment.

Many downstream grocery stores have consolidated over the past five years. This trend is particularly important for
cereal producers; the larger the grocer and store chain, the more purchasing power it has. The industry has partially
responded to resultant downward price pressure through company exits and active acquisitions. Larger operators
are acquiring successful smaller entities that cater to niche markets. By acquiring these companies, larger
companies increase their customer base and market share. However, the upward trend in industry growth in recent
years has somewhat offset this dynamic, with the number of industry enterprises expected to gradually rise at an
annualized rate of 4.3% to 37 companies over the five years to 2021. Nonetheless, the Cereal Production industry in
Canada is anticipated to remain concentrated.

COST PRESSURES

The major shift in spending induced by the pandemic, bolstered by
expanded disposable income levels due to government income support
and lower overall spending on services, has presented both growth
opportunities to industry operators and novel challenges.

For example, industry operators' such as General Mills' production facilities were required to operate at full capacity
to meet elevated demand. As a result, third party producers were contracted to take on additional cereal production
requirements. Extending the company's supply chain to external manufacturers was required to maintain product
availability, though it led to higher costs and a lower operating margin. Further supply chain pressures pertaining to
shipping and raw material costs have also posed a challenge to operators that have been forced to adjust cost
structures and gradually raise prices to accommodate these disruptions. Downsizing, or reducing the net weight of a
box of cereal without a commensurate price adjustment, deemed “shrinkflation” by consumers, has been one
strategy undertaken to manage these conditions.

The industry's most significant operating cost is purchases, which reflect raw materials such as corn, wheat and oats
along with other ingredients; and cardboard and plastic used for packaging. Higher demand for food products has
contributed to a rise in these purchase costs since the start of the pandemic. Additionally, shipping bottlenecks have
led to additional price increases for producers. Industry profit, measured as earnings before interest and taxes, is
estimated to have risen from 15.6% of revenue in 2016 to 17.0% of revenue in 2021, though having dropped from a
high of 17.9% in 2020 due to rising costs.

The rise in demand for cereal consumption domestically and in the United States, the industry's largest export
destination, has bolstered industry trade performance. Import penetration has continued to rise, with the value of
imports expected to rise at an annualized rate of 3.1% to $1.0 billion over the five years to 2021. Similarly, the value
of exports is anticipated to increase an annualized 4.8% to $495.5 million during the same period.



Cereal Production in Canada September 2021

13 IBISWorld.com

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 1,793 522 32.0 36.0 2,927 406 577 190 1,963 276
2013 1,803 682 30.0 33.0 3,469 408 655 154 2,050 266
2014 1,663 748 34.0 30.0 2,875 433 728 142 1,958 243
2015 1,140 207 35.0 29.0 1,856 422 923 84.3 1,642 186
2016 1,113 278 37.0 30.0 1,488 393 933 84.7 1,653 143
2017 1,148 282 42.0 33.0 1,574 365 934 87.3 1,717 145
2018 1,147 311 48.0 36.0 1,616 387 971 88.9 1,730 186
2019 1,224 339 45.0 38.0 1,752 421 972 94.7 1,776 163
2020 1,599 423 40.0 36.0 1,935 455 1,028 106 2,172 186
2021 1,610 414 41.0 37.0 1,974 496 1,086 107 2,200 219
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Industry Outlook
Outlook Over the five years to 2026, revenue for the Canadian Cereal Production

industry is forecast to gradually decline as pandemic-related cereal
consumption patterns begin to recede.

However, consumers' demand for breakfast cereal is anticipated to remain relatively elevated compared with
prepandemic levels as certain work patterns and breakfast habits remain in place. Longer term trends in the
adoption of healthier diets are likely to continue to sustain industry revenue, with higher quality breakfast cereals
providing a complement to traditional cereal options. Therefore, industry revenue is forecast to decrease at an
annualized rate of 0.4% to $1.6 billion over the five years to 2026 as these developments unfold.

CONSUMER TRENDS

Economic recovery is expected to facilitate growing disposable income,
which will likely rise an annualized 0.7% over the five years to 2026.

As a result, downstream consumers will likely have more income to spend on food items. For example, when
compared with generic cereals, a box of a premium brand, such as the Kellogg Company's (Kellogg's) brand Kashi,
on average dictates a market price about double of what the generic counterparts. Higher prices typically reflect
higher quality ingredients, which may be organic or offer higher fibre and nutrition than alternatives. Furthermore,
private brands that are sold at high-end grocery stores will likely benefit from a niche market and customer base that
actively seeks out premium-quality, healthier food products.

Time-poor consumers, however, will likely continue to shift their preferences toward eating more convenient
breakfast products. Canadians' lives are expected to become busier as more people return to the workforce
following the economic downturn, especially as the economy recovers; consequently, consumers often prefer eating
breakfast items on the go instead of sitting down for a bowl of cereal or preparing a hot breakfast. Therefore,
demand is on the rise for convenient meals, such as breakfast bars. Some major players, such as Kellogg's and
PepsiCo Inc., are meeting this demand by offering breakfast and snack bars. Although this product diversification
aids overall company performance, cereal alternatives negatively affect demand for industry-specific products such
as oatmeal and cereal.

Furthermore, the relatively inexpensive fast food restaurants and sandwich shops pose a growing threat to the
Canadian Cereal Production industry, as they attract customers with their extended breakfast hours and innovative
menus. As the economy reopens, Canadians will also likely be willing to spend more on breakfast items sold in
coffee shops and restaurants as demand for food services recovers. Both trends are expected to persist during the
outlook period, limiting industry growth. These conditions are anticipated to drive lukewarm trade performance, with
the value of imports expected to grow an annualized 1.4% to $1.2 billion over the five years to 2026, while the value
of exports will likely rise an annualized 1.8% to $541.3 million during the same period.

INDUSTRY CONSOLIDATION AND PROFIT STABILIZATION

As the industry continues to mature despite changing consumer trends,
limited opportunities for profitable entry into the industry are likely to
exist.
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Therefore, the number of enterprises is projected remain relatively low, growing an annualized 1.1% to 39
companies over the five years to 2026. As remaining companies seek further measures to lower costs and maintain
productivity to improve their profit margin, the industry is also expected to increasingly depend on new, more
efficient production technologies. Consequently, industry employment is anticipated to increase, rising at an
annualized rate of 0.2% to 1,996 workers over the five years to 2026.

Due in part to these efficiency improvements, industry profit, measured as earnings before interest and taxes, is
expected to decrease only marginally, falling from 17.0% of revenue in 2021 to 16.6% in 2026. Consumer shifts to
high-margin products, such as organic and whole-grain breakfast cereals, will also likely help maintain profitability.
Therefore, producers of healthier, branded cereal products are likely to maintain robust performance. A slight
increase in production input prices, however, may slightly restrain profit growth. This is anticipated to be the result of
rising commodity and shipping prices as the global economy continues to expand. Companies are likely to manage
these changes adequately enough to remain performance via price increases or cost reduction strategies, thus
limiting overall profit volatility.

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 1,610 414 41.0 37.0 1,974 496 1,086 107 2,200 219
2022 1,545 393 41.0 38.0 1,939 501 1,100 105 2,143 224
2023 1,538 391 42.0 38.0 1,952 510 1,115 105 2,143 223
2024 1,551 394 43.0 39.0 1,977 522 1,134 106 2,162 226
2025 1,562 397 43.0 39.0 1,990 533 1,146 107 2,175 228
2026 1,574 401 43.0 39.0 1,996 541 1,162 107 2,195 231
2027 1,588 404 43.0 39.0 2,008 548 1,178 108 2,218 233
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is forecast to increase over the 10 years to 2026

Limited scope exists for the introduction of new products

Larger operators are acquiring smaller ones to gain market share, leading to consolidation

The Cereal Production industry in Canada is currently in the mature life cycle stage. IBISWorld estimates industry
value added (IVA), a measure of an industry's contribution to the overall economy, is expected to increase at an
annualized rate of 3.7% over the 10 years to 2026. Comparatively, Canadian GDP is expected to grow at an
annualized rate of 1.9% during the same period. IVA that increases at a faster rate than the economy is a strong
indicator of a growing industry. However, other more salient indicators point to a mature industry. Additionally, high
market share concentration, established products and full market acceptance establish the industry in its mature life
cycle stage.

The Canadian Cereal Production industry comprises a saturated domestic market and a range of well-established
products and manufacturers. The strong presence of major players limits the success that new entrants can
achieve. As competition continues to intensify, these top players are scrambling for market share using mergers and
acquisitions, leading to consolidation. Although operators are constantly introducing new cereal products to boost
demand, these products are merely variations of existing cereals. For example, General Mills Inc.'s Cheerios line is
one of its largest brands, but to adjust to changing consumer trends and drive demand, the company has recently
added new versions of the popular cereal, such as Blueberry Cheerios and Cinnamon Cheerios to its product
portfolio. Developing and altering existing products is common to mature industries, especially when the products
are largely homogeneous, making differentiation critical to maintaining market share.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Grocery Wholesaling in Canada

2nd Tier

Food Service Contractors in Canada

Convenience Stores in Canada

Supermarkets & Grocery Stores in Canada

Key Selling Industries
1st Tier

Corn, Wheat & Soybean Wholesaling in Canada

Confectionery Wholesaling in Canada

2nd Tier

Seasoning, Sauce and Condiment Production in Canada

Baking Mix & Prepared Food Manufacturing in Canada

Corn Farming in Canada

Wheat Farming in Canada

Other Crop Farming In Canada

Fruit & Nut Farming in Canada

Farm, Lawn & Garden Equipment Wholesaling in Canada

Products & Services

  The Cereal Production industry in Canada manufactures various breakfast
cereals designed to satisfy a diverse range of appetites and cravings.

Producers manufacture branded and private-label products. Private-label products are produced and sold under a
store brand's name, while branded labels are produced and sold under one of the company's specific product
names. Cereal products manufactured in Canada can be categorized into several segments based largely on
ingredient and quality.

READY-TO-EAT CORN BREAKFAST FOOD

Ready-to-eat corn breakfast foods make up 29.1% of revenue in 2021.

Products in this segment include cold cereals such as corn flakes. This segment as a percentage of revenue has
grown over the five years to 2021 due to the increase in consumers choosing to purchase gluten-free foods and is
popular for production due to its relatively low cost.

READY-TO-EAT WHEAT BREAKFAST FOODS

Ready-to-eat wheat breakfast foods represent 15.6% of revenue in 2021.

Products in this segment include cold cereals such as wheat flakes. This segment has decreased as a percentage
of revenue over the past five years due to the increasing preference for gluten-free products. Wheat consumption
has experienced an overall decline over the past two decades due to shifts in dietary preferences.
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READY-TO-EAT RICE AND OTHER BREAKFAST FOODS

In 2021, ready-to-eat rice breakfast cereals account for 8.5% of industry
revenue, while other ready-to-eat breakfast foods make up 21.6% of
revenue.

Products in this segment include cold cereals such as granola. While rice and mixed grain account for most of this
segment, other gains such as quinoa have also grown in popularity among consumers due to their highly publicized
health benefits. These two segments have grown as a share of revenue over the five years to 2021 due to the
increasing number of consumers choosing to purchase more health-focused products and gluten-free cereal grains.

HOT CEREALS

Hot cereals are estimated to account for 4.5% of revenue in 2021.

This segment includes oatmeal, which represents the largest share of hot cereals in the United States. Hot cereals
are a seasonal product segment; cereal producers sell more hot cereals in the first and fourth quarters of the year,
when it is generally colder. Over the past five years, the hot cereal segment initially declined as a share of revenue
compared with cereal bars and other on-the-go breakfast items such as muffins and croissants. This decline in
revenue reflected the growth of demand for more convenient foods given hot cereal generally takes longer to
prepare than other convenient products. However, following the COVID-19 (coronavirus) pandemic affecting dietary
habits, such trends experienced a slight reversal as stay-at-home breakfasts made a resurgence due to pandemic-
related work and living adjustments, and consumption of hot cereals such as oatmeal rose compared with previous
years.

Demand
Determinants

Changing consumer lifestyles

Changes in demographics give rise to new tastes and preferences, necessitating manufacturers in the Canadian
Cereal Production industry to adapt their product lines to meet these needs. One trend affecting demand is the
lifestyle gravitating toward healthier food consumption. Therefore, some industry operators have developed cereals
with high fibre, protein and vitamin content. The COVID-19 (coronavirus) pandemic has driven a large shift toward
at-home breakfast consumption as remote work and schooling initiatives in addition to general stay-at-home orders
went into effect. The persistence of such trends remains uncertain given the lingering developments of the
pandemic.

Product innovation

Changing consumption trends and patterns require cereal producers to be able to continuously innovate and adapt
their product lines to maintain market and category share. Numerous new products have been introduced over the
five years to 2021, with most focusing on nutritional and dietary benefits. For example, General Mills Inc. introduced
Multi-Grain Cheerios, accommodating the health trends by offering a low-fat cereal product made of five kinds of
whole grains.

Pricing and the presence of substitutes

An increase in the price of breakfast cereal harms demand, as purchasers can choose to consume other substitute
products, including muffins, bagels and bread. Although more expensive branded products do possess brand-loyal
customers, demand for these products is more sensitive to high prices, especially during times of low disposable
income when consumers typically buy low-cost generic brands or other substitutes.

Household disposable income

Typically, when consumers have more disposable income, they increase consumption expenditure. Nevertheless, in
some cases, an increase in income will likely encourage consumers to switch to more expensive, branded cereals or
other pricier breakfast alternatives and eating out at restaurants rather than increasing the volume of cereals that is
purchased. In contrast, during downturns, lower consumer spending leads to an increased consumption of foods at
home. The coronavirus pandemic has been an exception to such trends given the nature its economic affect, which
shifted expenditure from services to goods, alongside strong government fiscal stimulus that increased per capita
disposable income.
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Major Markets

  SUPERMARKETS AND CONVENIENCE STORES

Large supermarket chains and convenience stores are expected to
account for 50.7% of revenue for the Cereal Production industry in
Canada since they serve as the single most important point of purchase
for consumers.

Over the five years to 2021, this market segment has increased its share of revenue, which will likely continue
moving forward. This market is the most important link in the supply chain because relationships with grocery stores
and supermarkets dictate demand for industry products. Another factor benefiting supermarkets and convenience
stores is disintermediation. As larger retailers use online ordering systems to buy directly from manufacturers, they
achieve cost savings and more favourable terms of trading. These terms of trading permit retailers to negotiate
certain conditions that were not possible with wholesalers. This factor translates into lower retail prices, therefore
increasing sales volumes.

GROCERY WHOLESALERS

Grocery wholesalers make up a notable share of downstream demand,
accounting for 16.1% of industry revenue in 2021.

These wholesalers supply downstream markets such as supermarkets, convenience stores and other businesses
with bulk, packaged breakfast cereals. This segment's share of revenue has shrunk significantly over the past five
years because large supermarkets are using online ordering systems to buy directly from manufacturers.

EXPORTS

Exports are expected to account for 30.8% of revenue in 2021.

This segment has fluctuated as a share of revenue in recent years, ultimately declining during the period, as
companies have restructured their production activities. The United States has been the largest recipients of
Canadian exports primarily due to its geographic proximity and the recently ratified United States-Mexico-Canada
Agreement, which replaced the North American Free Trade Agreement.

FOOD SERVICE PROVIDERS

In 2021, food service providers account for 2.4% of revenue and includes
companies that cater to schools, hotels, hospitals, government and
conference organizations.

It remains a small but substantial revenue source for producers. This segment has fallen as a percentage of revenue
due to the influence of the COVID-19 (coronavirus) pandemic on the activities requiring this market's services.
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International Trade Exports in this industry are    High and Increasing

Imports in this industry are    High and Increasing

Imports

Imports in the Canadian Production industry have declined as a share of domestic demand. However, IBISWorld
expects the value of imports to grow at an annualized rate of 3.1% to $1.0 billion over the five years to 2021. This is
primarily due to the high level of foreign ownership within the industry. The United States and Mexico are the main
sources of cereal imports. The United States accounts for most imports, with an estimated 90.0% of imports in 2021
originating from said country. The noteworthy presence of the United States as a source of imports is attributed to
the ease of trade under the United-States-Mexico-Canada Agreement (USMCA), which reduces tariffs and other
trade barriers between the two countries. Moreover, proximity to Canada permits for convenient, low-cost
transportation, giving an advantage to US imports.

Exports

The value of industry exports is expected to grow at an annualized rate of 4.8% to $495.5 million over the five years
to 2021. As with imports, exports primarily are destined for the United States. In fact, the United States is the largest
destination for industry exports, currently accounting for 98.0% in 2021. The country's participation in the USMCA
has maintained reduced barriers between these regional trading partners, facilitating trade. Also, due to geographic
proximity to Canada, transportation is quick, easy and inexpensive. No other country accounts for a notable share of
industry export revenue.
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Business
Locations

  Due to the high and rising transportation costs, establishments in the Canadian Cereal Production industry are strategically
located near sources of key inputs, such as grain and flour mills. Operators must also remain within a serviceable distance to
large city markets. As a result, establishments are concentrated in the four provinces with the highest population counts, including
Ontario, Quebec, Alberta and British Columbia.

In 2021, Ontario and British Columbia each account for 27.5% of industry establishments, while British Columbia is home to
13.5% of the Canadian population. Quebec, which is home to 22.6% of the population, holds the second-largest portion of industry
establishments, at 22.5% in 2021. Alberta is home to 12.5% of industry establishments while accounting for 11.7% of Canada's
population in 2021. Manitoba, which holds 3.6% of the Canadian population, accounts for 2.5% of industry establishments in
2021. All other provinces have a relatively low share of cereal production facilities.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Cereal Production industry in Canada has a medium level of concentration. Market share concentration has
remained stable over the five years to 2021 given the relative maturity of the cereal production industry. Industry
players have been able to maintain their relative market shares as a result of steady consumer demand and organic
growth driven by continuous product innovation and heavy marketing activity. Major players' product lines typically
comprise mid- to low-value, high-volume branded products. Given the high brand value of these products, operators
can pass on cost increases more easily to their consumers if required. Smaller players typically focus on niche
markets, supplying specialty products that are of high value, but have shorter production runs, and therefore, lower
volumes.

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 maintain reliable contracts with suppliers of key raw materials, such as flour, corn, wheat and
sugar, which considerably reduce supply volatility. Guaranteed supplies at fixed prices minimize input costs and aid
production planning.

Economies of scale and scope:
Successful operators typically have a large scale and breadth of production, which reduces per unit costs; it also
affects the volume that a producer is able to supply, which is a key determinant of market share success.

Ability to pass on cost increases:
Given the volatility of commodity and energy prices, the ability of producers to pass on unexpected cost increases
down the supply chain is vital to maintaining profitability.

Ability to alter goods and services produced in favour of market conditions:
Successful operators have the ability to anticipate and respond to changes in consumer preferences through
constant innovation and new product introductions.

Product differentiation:
Due to the homogeneous nature of the industry's products, successful operators are able to differentiate products
from other brands to maintain market share and increase revenue. The primary goal is to reduce competition.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is estimated to
increase over the five years to 2021, accounting for an estimated
17.0% of revenue in 2021. Given improving downstream demand,
industry players have been able to maintain or expand profit over the
past five years. While the industry remains competitive, name-brand
products typically permit for higher mark-ups that contribute to higher
prices. Another way producers have expanded profit is through adding
healthy and organic ingredients, which can carry a relative premium
due to their higher quality. Surging demand for industry products in
2020 due to stay-at-home orders during the COVID-19 (coronavirus)
pandemic has led to higher sales volumes for operators, though cost
pressures due to higher raw material prices and capacity issues are
anticipated to dampen profit in the near term.

 

  Wages

Wages account for 6.7% of revenue in 2021, having fallen from 7.6% of
revenue in 2016 as industry revenue expanded at a faster rate than
wage costs. Wages account for a fairly small proportion of revenue
compared with many other industries due to the capital-intensive nature
of breakfast cereal production. Automation reduces the need for
manual labour, though workers are still required to monitor and
maintain production machinery, implement quality control and handle
logistics operations.
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  Purchases

In 2021, purchases make up the largest cost for operators, at an
estimated 54.7% of revenue. Prices of key production inputs, such as
corn, wheat, flour, sugar, oils and fats, primarily drive overall purchase
costs. Prices are typically influenced by overall demand for a particular
commodity relative to its available supply in a given year. However,
many operators hold supply contracts with upstream farmers and
wholesalers that limit notable price fluctuations. The unprecedented
nature of the coronavirus pandemic on the industry has contributed to a
rise in purchase costs as bottlenecks and shortages arise amid
heightened demand for industry products. Additionally, a poor wheat
harvest due to unfavourable weather conditions is likely to contribute to
this dynamic in the near term. As a result, purchase costs have further
increased over the five years to 2021.

 

  Marketing

Marketing is expected to account for 2.5% of revenue in 2021. Due to
the high level of competition between operators, operators aggressively
use marketing tactics and promotional activities to drive brand
recognition. Marketing increased as a share of revenue over the past
five years because cereal customers are responsive to advertising.

 

  Depreciation

Operators have invested more in technology to raise productivity with
fewer manual labour workers by automating production. As operators
increase their rate of machinery use, the equipment will likely endure
more wear and tear and require more repairs. Therefore, depreciation
costs have increased slightly, accounting for 2.0% of revenue in 2021.

 



Cereal Production in Canada September 2021

25 IBISWorld.com

  Rent

Rent is expected to account for 2.5% of industry revenue in 2021.

 

  Utilities

The increased usage in machinery raised utility costs because of higher
electricity usage. Utilities are expected to make up 2.3% of revenue in
2021.

 

  Other Costs

Other costs include overhead expenses, such as logistics and
distribution, as well as research and development (R&D). R&D
expenses are crucial to operators' success because it leads to product
innovation. Cereal consumers typically purchase new product offerings
to try it out. If consumers enjoy eating the new cereal product, they will
increase demand for it. Therefore, R&D costs have increased over the
past five years. In 2021, all other costs are projected to comprise 12.3%
of revenue.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  INTERNAL COMPETITION

The Cereal Production industry in Canada is highly competitive due to its
saturation with major players that fiercely compete for market share.

Furthermore, high barriers to entry limit the ability of operators to enter and compete effectively. Operators compete
on the basis of price, product innovation and differentiation, quality and relationships with downstream buyers. The
price sensitivity of consumers in the cereal market varies among product segments. While the market is dominated
by well-established brand names, consumers are price sensitive and can easily switch their preferences to lower-
priced generic brands. Over the five years to 2021, the growing segment of low-priced, private-label brands
intensified price-based competition.

The perceived quality of a particular product or brand determines the price that consumers are willing to pay for it.
Brand-loyal customers are not very sensitive to changes in price because of the associated perceptions of quality.
Cereals such as Special K and Cheerios command a premium price because of their well-known image and
reputation. Also, cereals that are known for their healthy additions, such as dried fruits, extra fibre and organic
components, add to the perceived quality of the product. Therefore, higher quality products enable operators to
charge premium prices.

The ability to innovate and differentiate products from other brands is one of the key bases of competition within the
industry. Due to limited opportunities for industry growth, it is imperative for manufacturers to distinguish themselves
to maintain market share. Changing consumer tastes and dietary trends compelled producers to be innovative with
packaging, marketing and labelling. For example, healthier cereals are aimed at adults and focus on the nutritional
content, whereas cereals for kids focus on the eye-catching packaging.

Developing and maintaining strong relationships with downstream distributors is also a critical area of competition.
The ability to secure optimal grocery store and supermarket display space, such as eye-level shelves or large
displays at the front of the store, sets market leaders apart from their competitors. Brands with the most
recognizable products or packaging placed visibly at strategic locations can best maximize sales at the retail level.
As competition intensifies, more manufacturers expand their traditional distribution networks to include convenience
stores, drug and discount stores and other venues with high pedestrian traffic.

EXTERNAL COMPETITION

Breakfast cereal alternatives, such as pastries and yogourt, have
increased in popularity over the five years to 2021.

As consumers have had more disposable income, they have increased substitute product purchases from coffee
shops and other restaurants, thus constraining revenue growth. Consumers are increasingly purchasing breakfast
on the go, with fast food options proving an inexpensive and convenient substitute for at-home meals. To combat
this trend, cereal manufacturers have increased their foodservice distribution, targeting consumers outside of the
home. However, amid the COVID-19 (coronavirus) pandemic, competition from these external food service
providers drastically eased as stay-at-home orders and food service limitations required consumers to prepare
breakfast at home.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  The most significant barrier to entry to the Canadian
Cereal Production industry in Canada is the capital
investment required to start a new enterprise. Cereal
production is highly capital intensive, so operations rely
heavily on machinery, equipment and in-depth knowledge
of processing efficiencies. Due to the level of capital
intensity only increasing, enterprises that are unable to
afford the capital investments will likely be unable to
operate.

Another significant threat to potential entrants is the well-
entrenched position of the incumbent operators. These
companies experience high brand and customer loyalty
and have considerable resources to invest in advertising
and promotions to protect and grow their market share.
Significant advertising budgets permit them to
aggressively promote products through a range of media
outlets, limiting new entrants' access. Furthermore, the
industry's major players experience favourable contracts
with downstream buyers such as grocery stores and
supermarkets, which pose yet another challenge for
potential entrants. All the industry's major players also
have very strong product portfolios; major players own
most of the world's best-known cereal brands. Financially,
incumbent operators also experience lower per unit costs
because they are able to spread out production costs over
a large volume of products. Although these are not
barriers to entry, they will hamper the success of new
entrants.

Despite the numerous barriers to entry, new entrants
have established themselves within the industry, with the
majority in the low-priced, nonbranded segment. Some
smaller players have also managed to carve out regional
market niches and healthy cereal lines that are sold in
specialty stores.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Cereal Production industry in Canada is subject to a high level of globalization because foreign ownership among
cereal producers is substantial. In fact, a significant number of cereal manufacturers, including General Mills Inc. (General
Mills) and Post Holdings Inc., are headquartered in the United States. Furthermore, industry operators have an extensive
presence in overseas markets. For example, the Kellogg Company services more than 180 countries, with manufacturing
facilities located in 18 countries across four continents. General Mills operates a joint venture partnership with the world's
largest food and beverage company, Nestle SA, which gives it access to more than 100 countries. Over the five years to
2021, globalization has been growing steadily, with US-imported cereal accounting for a growing percentage of domestic
demand.
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Major Companies

Major Players General Mills Inc.

Market Share: 17.6%

Brand Names Cheerios, Fibre One, Cascadian Farm,
Lucky Charms, Chex, Wheaties, Trix

  General Mills Inc. (General Mills) is a global food manufacturer and marketer headquartered in Minneapolis, MN.
Founded in 1866, the company employs 35,000 workers across its 47 facilities worldwide, two of which are situated
in Canada and most operations being based in the United States. In 2020, the company generated $23.6 billion in
total revenue (latest data available). The company produces cereal, yogourt, soup, dry dinners, dough products,
desserts, snacks and baking mixes. Major brands within General Mills portfolio include Pillsbury, Betty Crocker,
Cheerios and Haagen-Dazs.

The company participates in the Canadian Cereal Production industry primarily through its North America retail
segment, which is partially supplied by its Canadian manufacturing locations in Saint-Hyacinthe, QC, and Winnipeg
MB. General Mills uses joint ventures to develop its business, and its most prominent undertaking is with Nestle SA,
another major food processor. Such endeavours boost the company's market reach and capacity for product
development.

At the start of the five years to 2021, General Mills finalized the closure of a manufacturing facility Midlands, ON as
part of its Project Century, a cost management initiative that entailed the closure or reallocation of production
operations in response to downward sales trends in various segments. However, the Midlands plant primarily
produced frozen baked goods, and as a result, the company's industry-relevant operations did not experience any
drastic operational changes. The company experienced gradually improving performance as health-conscious
consumers continued to adopt breakfast options such as Fiber One and Cascadian Farm brand cereals.

Financial performance

In 2020, as consumers began to stay at home in response to the COVID-19 (coronavirus) pandemic, demand for
cereal products increased. In response to this surge in spending, General Mills expanded its supply chain
partnerships, increasing the number of third-party manufacturers and raw material suppliers as its own facilities
began to hit operating capacity. This contributed to higher manufacturing costs, which were partially offset by
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improving logistics and sourcing efficiency, though operating profit ultimately dropped. Such adjustments were made
to maintain company market share across its various segments, including breakfast cereal. Due to previous trends
and more recent sales booms, the company's industry-relevant revenue is estimated to rise an annualized 10.6% to
$282.6 million over the five years to fiscal 2022 (year-end May). IBISWorld estimates General Mills' industry-relevant
operating income, measured as earnings before interest and taxes, to rise an annualized 8.4% to $54.9 million
during the same period, with lest robust profit growth largely due to the aforementioned cost burdens undertaken to
meet higher order volumes.

 
General Mills Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 170.7 N/C 36.7 N/C
2017-18 170.8 0.1 38.6 5.2
2018-19 183.2 7.3 40.2 4.1
2019-20 199.4 8.8 45.7 13.7
2020-21 267.1 34.0 42.4 -7.2
2021-22 282.6 5.8 54.9 29.5

Source: Annual Report
Note: *Estimates (Figures are converted from USD to CAD); **Year-end May

PepsiCo Canada ULC

Market Share: 16.0%

Brand Names Quaker, Cap'n Crunch

  PepsiCo Inc. (PepsiCo) is a leading global manufacturer, distributor and marketer of food and beverages. The
company operates in seven division that include PepsiCo Beverages North America; Frito Lay North America;
Quaker Foods North America; Latin America; Europe; Africa, South Asia, Middle East; and Asia Pacific,
Australia/New Zealand and Chine. The company participates in the Canadian Cereal Production industry through its
Quaker Foods North America division. Overall, PepsiCo generated $94.3 billion in total revenue across its
companywide operations in 2020 (latest data available).

PepsiCo employs more than 291,000 workers across the world, with about 11,000 employees in Canada. The
company operates its Beverages Canada and Foods Canada units under the umbrella of PepsiCo Canada ULC
(PepsiCo Canada). PepsiCo's acquisition of Quaker Oats Co. occurred in 2001 and was undertaken to maintain
competitiveness in the breakfast cereals segment. As a result, PepsiCo acquired household brand names, such as
Quaker Oats and Cap'n Crunch. The renamed Quaker Foods segment markets and sells oatmeal, cereal, rice
products and snacks, accounting for 4.0% of companywide revenue in 2020 (latest data available). Quaker Foods
operates its Canadian production facilities in Peterborough and Trenton, ON. Additionally, over the past decade, the
company has invested heavily in research and development in an effort to improve products to meet demand of
health-conscious consumers. This has entailed the offering of products with less added sugars, sodium and
saturated fat and more products with whole grains, fruits and protein. The company has also invested in developing
bio-based packaging in response to sustainability concerns.

Financial performance

Demand for hot and cold Quaker Oats breakfast cereals and granola is estimated to have remained relatively steady
over the past several years, given the company's most popular breakfast products strike a balance between
healthfulness and convenience. In 2020, as the coronavirus pandemic led to more time at home for Canadians,
demand for oatmeal and other cereals experienced a marked increase. As a result of previous growth trends and
the unprecedented shifts in spending, IBISWorld estimates PepsiCo Canada's industry-relevant revenue to increase
an annualized 12.5% to $257.1 million over the five years to 2021. In line with these developments, the company's
industry-relevant operating income, measured as earnings before interest and taxes, is estimated to rise an
annualized 14.2% to $43.3 million during the same period.
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PepsiCo ULC (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 142.6 N/C 22.3 N/C
2017 153.5 7.6 24.8 11.2
2018 170.2 10.9 26.6 7.3
2019 180.3 5.9 28.5 7.1
2020 248.2 37.7 37.1 30.2
2021 257.1 3.6 43.3 16.7

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

Post Holdings Inc.

Market Share: 16.0%

Brand Names Shreddies, Pebbles, Honey Bunches of
Oats, Post Raisin Bran, Honeycomb

  Founded in 1895 and headquartered in Brentwood MO, Post Holdings Inc. (Post) is a leading manufacturer,
marketer and distributor of branded, ready-to-eat cereals in the United States and Canada. The company operates
in the Canadian Cereal Production industry through its Post Consumer Brands subsidiary, which owns a large
portfolio of popular cereals and is headquartered in Lakeville, MN. This subsidiary's products are manufactured at 10
facilities across North America, with eight located within the United States and the remaining two located in Canada.
In 2020, the company employed 10,200 workers across its various operations, with 16.0% of the total being
unionized (latest data available). In 2020, Post's Canadian workforce numbered 440 workers. Post's products are
sold through a variety of channels, such as grocery stores, mass merchandisers, club stores and drug stores. Post's
portfolio offers a diverse line of brands that include Shreddies, Honey Bunches of Oats, Pebbles, Post Selects,
Great Grains, Spoon Size Shredded Wheat, Post Raisin Bran, Grape-Nuts and Honeycomb breakfast cereals.
Overall, Post generated $7.6 billion in revenue in 2020 (latest data available).

Post's industry-relevant operations are located in Cobourg and Niagara Falls, ON, with its Canadian and
international operations for its Consumer Brands segment headquartered in Toronto. The company's Cobourg
facility manufacturers Weetabix, Barbara's, Alpen and Grainshop brands. The Niagara Falls facility notably produces
Shreddies, the popular whole grain breakfast cereal. In 2019, Post received a grant from the Ontario government for
more than $400,000 to assist in expanding existing plant capacity. Furthermore, in recent years, the company has
made numerous acquisitions that have included MOM Brands Company in 2015 and Weetabix Food Company in
2017, further expanding its portfolio of cereal products.

Financial performance

Over the five years to 2021, prior steady consumer demand and the surge in grocery expenditures in 2020 as a
result of pandemic-related arrangements has contributed strong revenue growth. As a result, Post's industry-
relevant revenue is anticipated to increase an annualized 8.3% to $257.3 million over the five years to fiscal 2021
(year-end September). The company's industry-relevant operating income, measured as earnings before interest
and taxes, is estimated to grow an annualized 8.1% to $38.9 million during the same period.

 
Post Holdings Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015-16 172.9 N/C 26.4 N/C
2016-17 177.2 -89.8 24.5 -7.2
2017-18 187.3 5.7 24.0 -2.0
2018-19 195.8 4.5 32.3 34.6
2019-20 248.5 26.9 42.8 32.5
2020-21 257.3 3.5 38.9 -9.1

Source: Annual Report
Note: *Estimates (Figures are converted from USD to CAD); **Year-end September
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Kellogg Company

Market Share: 13.7%

Brand Names Corn Flakes, Kashi, Special K, Froot
Loops, All-Bran, Frosted Flakes, Rice Krispies, Krave

  The Kellogg Company (Kellogg's), founded in 1906 and headquartered in Michigan, is the world's leading producer
of cereal, the second-largest producer of cookies and crackers and a major producer of savoury snacks and frozen
foods. Additional product offerings include toaster pastries, cereal bars, fruit-flavoured snacks and veggie foods.
Kellogg's products are manufactured and marketed globally in more than 180 countries. Principal markets for these
products include the United States, United Kingdom and Nigeria. Kellogg's generated $18.4 billion in total company
revenue in 2020 (latest data available).

Given the global scope of the company's operations, its reportable segments are broken down by geographic
location, with North America accounting for most sales volume. Products in this segment include cereal, granola and
Pop-Tarts. Kellogg's participates in the Canadian Cereal Production industry via this segment. As with other industry
competitors, Kellogg's uses product and marketing innovation to drive its performance. For example, Kellogg's
introduced gluten-free Rice Krispies, and new brands Crunchy Nut and Krave breakfast cereals. The new Rice
Krispies caters to the growing consumer group of gluten-free dieters. The other two products are marketed based on
taste, with Crunchy Nut introduced as a honey-nut version of standard Corn Flakes. Krave is marketed to consumers
between the ages of 16 and 25. In addition, Kellogg's has experienced strong growth from its Bear Naked granola
brand, which was acquired in 2007 and targets health-conscious consumers.

In December 2014, the company closed a major cereal production facility in London, ON, which had been in
operation for 100 years, in an effort to more efficiently navigate changing trends in demand for industry products.
Since then, Kellogg's industry-relevant performance has steadily improved in line with industry-wide trends. The
company's Belleville, ON, plant initiated a capacity expansion in 2016 to meet rising demand for cereal products.
Recently, popular products within Canada include All-Bran, a high-fibre wheat bran option, and Kellogg's Vector, a
high-protein and health-conscious breakfast cereal.

Financial performance

After undergoing a steep drop prior to the current period, Kellogg's has contributed to the industry's strong recovery,
with its industry-relevant revenue expected to grow an annualized 8.7% to $220.0 million over the five years to 2021.
A significant portion of the growth has been driven by consumer's heightened interest in at-home breakfast foods
such as cereal as shelter-in-place scenarios went into effect in 2020 at the height of the coronavirus pandemic.
Relatively elevated consumer spending on industry goods is anticipated to remain into 2021, with the company's
industry-relevant operating income, measured as earnings before interest and taxes, growing an annualized 9.3%
$35.1 million over the five years to 2021.

 
Kellogg Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 144.9 N/C 22.5 N/C
2017 148.1 2.2 23.8 5.8
2018 152.9 3.2 24.6 3.4
2019 161.3 5.5 23.4 -4.9
2020 214.1 32.7 37.7 61.1
2021 220.0 2.8 35.1 -6.9

Source: Annual Report
Note: *Estimates (Figures are converted from USD to CAD)
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Nature's Path Foods Inc.

Market Share: 12.1%

  Founded in 1985 and headquartered in Richmond, BC, Nature's Path Foods Inc. (Nature's Path) is a family-owned
manufacturer of organic products. With more than 500 employees across Canada and the United States, the
company is a leading maker of organic grain-based foods and is best known for its namesake brand of hot and cold
breakfast cereals. The company also markets toaster pastries, waffles, energy bars and other snacks under the
Nature's Path brand. Nature's Path sells its products through specialty food stores and other retail outlets globally.
Nature's Path generated $400.0 million in total revenue in 2018 (latest data available).

The company has been a leader in organic products since its founding. Organic, as defined on the company's site,
refers to a set of standards placed on the manner in which agricultural products are grown and processed that
include limitations on the exposure to pesticides, synthetic fertilizers, waste and irradiation. The company's portfolio
of brands includes EnviroKids, Love Crunch and Que Pasa, and offer a range of foods such as breakfast waffles,
granola and tortilla chips, respectively, all produced from organically farmed ingredients. In line with concerns
relating to product quality is the company's efforts to prioritize sustainability that involves the use of recyclable
packaging, progress toward carbon neutrality and eco-efficient water management. Turtle Splash, a children's cold
breakfast cereal, was the company's first product to use an interior plastic bag made from 35.0% post-consumer
plastic. In addition to such initiatives, the company has a history of donating to food banks, including contributing 1.0
million bowls of organic food to major food bank organizations across the United States and Canada in 2020 as part
of its Eat Well Do Good campaign regarding childhood food insecurity.

Financial performance

Nature's Path has experienced a relatively steady trend of improving performance in recent years as the market for
organic products expands with along with consumer interest in wellness and sustainability. The company operates a
single production facility in Delta, BC, with two other plants based in the United States in Sussex, WI, and Blaine,
WA. The company's industry-relevant revenue is estimated to rise an annualized 10.0% to $195.5 million over the
five years to 2021. A significant portion of this growth is estimated to have been experienced in 2020 following
strong consumer demand for breakfast cereal and granola snacks as more Canadians remained at home during the
coronavirus pandemic. Such trends have increased the company's industry-relevant operating income, measured as
earnings before interest and taxes, which will likely increase an annualized 9.8% to $32.9 million over the five years
to 2021. Steady revenue growth is anticipated to continue as consumers further incorporate healthier products into
their diet.

 
Nature's Path Foods Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 121.1 N/C 20.6 N/C
2017 124.9 3.1 21.4 3.9
2018 133.3 6.7 22.2 3.7
2019 141.6 6.2 24.7 11.3
2020 188.1 32.8 30.9 25.1
2021 195.5 3.9 32.9 6.5

Source: IBISWorld
Note: *Estimates
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  In the Canadian Cereal Production industry, most activities
require substantial capital investment, which increases
capital intensity. Modern manufacturing plants require high
capital expenditure on sophisticated technology and
equipment that aim to increase productivity without the
need for additional labour. However, the level of capital
intensity varies considerably with the size of the
manufacturer. Small- to medium-sized facilities have a
lower capital-to-labour ratio because they lack the
resources to invest in expensive technology and
equipment, and they have to employ additional labour to
increase production volumes. Overall, the industry exhibits
relatively moderate to high capital intensity, with the
average industry operator spending $0.31 on capital
investment for every $1.00 in 2021.
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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.

Very Low Ease of Entry Very
Unlikely

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.

High Rate of Entry 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.

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.

  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.

Additionally, this industry's structure makes it difficult for new operators to enter and succeed. These barriers have the
potential to disincentivize potential disruptors. Despite these barriers, the industry is experiencing a rapid growth in the
number of companies. A difficult operating environment for new entrants combined with a large cohort of them may create a
situation where these companies may take on a disruptive trajectory in non-traditional markets.

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.

The Canadian Cereal Production industry has not experienced much
technological disruption over the five years to 2021, as the processing for
industry products has remained largely unchanged.

Although technology has advanced at a rapid pace, it has yet to disrupt the industry directly. Additionally, industry operators
operate legacy business models with a high barrier to entry. Therefore, it is very hard to mechanize the process, deterring
new entrants. With industry operators using a business model that has experienced no disruption, market structure is likely
to remain unchanged.

The level of technology change is    Medium

  Numerous advances in Canadian Cereal Production industry have been in
relation to computerization of processes and stocks, as well as improved
packaging.

Packaging efficiency improved with a variety of packaging equipment including collators, conveyors, spiral chutes, carton
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drops and automated case packers. All these technological changes reduced the need for low-skilled manual labour
workers.

The most recent technological innovation for the industry is the twin-screw extruder. This uses two rotating screws to
scrape each other during dough mixing to move the dough more smoothly and efficiently. Paired with temperature and
pressure controls, it can reduce the production time from 24 hours to as little as 20 minutes. Although it permits for much
more efficient production, it is not new technology, but simply an upgrade from a single screw extruder.

The industry also uses the automation of the traditional mixing and baking process. For example, hulling and separating
equipment for oil seed products was engineered to improve production efficiency and control protein. Separators used
mechanical and pneumatic operations to efficiently remove hulls from cottonseed, sunflower seed and various other oil-
bearing seeds and nuts. Design for cylinders, cylinder knives, breast bars and breast knives were used to make the hull
removal clean and sharp, minimizing losses from absorption. The result is less environmental discharge and higher cost
savings because waste disposal is expensive. It also minimizes product and by-product loss, so fewer raw materials are
required.

Revenue
Volatility

The level of volatility is    Medium

  The volatility of the Canadian Cereal Production industry is a function of
fluctuations in the cost of raw materials, energy and oil prices, weather
conditions, household incomes and changes in downstream demand.

Commodities such as wheat, corn and sugar represent primary inputs in the production process, and any changes in their
prices affect industry supply. While some producers hold supply contracts with grain producers and processors, significant
increases may be eventually passed on to downstream industry buyers.

However, over the five years to 2021, major episodes of volatility have been due to broader economic trends and changes
in consumer spending patterns, particularly the COVID-19 (coronavirus) pandemic. Prior to the current period, the Kellogg
Company closed its cereal production facility in London, ON, which was the result of lower cereal sales volumes and
related profitability concerns. Despite such reorganizational moves and prior growth trends, remaining industry operations
experienced mixed revenue growth over the following years. The onset of the coronavirus pandemic shifted consumer
spending toward groceries and in-home meals, with cereal products experiencing a sharp rise in demand in line with this
development. Overall, industry revenue has fluctuated an average of 13.9% over the five years to 2021.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The regulation of the Canadian Cereal Production industry is carried out on
federal and provincial levels through agricultural departments that act as
regulatory agencies.

At the national level, the most influential regulatory agency is the Canadian Food Inspection Agency. The extent to which
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the individual operators are affected by regulation varies by geographic regions and provincial standards.

CANADIAN FOOD INSPECTION AGENCY

The Canadian Food Inspection Agency (CFIA) and Health Canada oversee the
safety of the food supply, including assessment of risk to human health from
exposure to food-borne chemical contaminants.

The CFIA is also 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 Food and Drugs Act also regulates the sale of genetically modified (GM) foods, which are considered to be one class
of novel foods. At the opposite end of the spectrum, the CFIA also oversees the Organic Products Regulations, which
require mandatory certification for agricultural products represented as organic in international and interprovincial trade, or
that bear the federal organic agricultural product logo. Under the Organic Products Regulations, only products with organic
content that is greater than or equal to 95.0% may be labelled as “organic.” Furthermore, these products must be certified
and the name of the Certification Body must appear on the label.

CANADIAN GRAIN COMMISSION

The Canadian Grain Commission (CGC) is a federal government agency that
acts as a scientific research organization on grain quality and a regulator of
the country's grain handling industry.

Furthermore, the CGC protects the rights of domestic grain producers when they deliver their grain to licensed grain
handling companies and grain dealers. For instance, if a licensed grain company refuses or fails to pay for a delivery of
corn, the producer can make a claim against security. Through its activities, the Canadian Grain Commission supports a
competitive, efficient grain sector and upholds international reputation for consistent and reliable grain quality.

Under the Canada Grain Act, the CGC sets and maintains the quality standards for 21 types of grain. The Canadian Grain
Commission also conducts scientific analysis of harvest and crop export quality via its Grain Research Laboratory, and
generates reports that offer information about each year's crop. Crop quality data is taken from samples collected during
the annual harvest sample program. Similarly, export quality data is taken from samples collected from export shipments.

Industry
Assistance

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

Trade treaties such as the United States-Mexico-Canada Agreement (USMCA)
have maintained North American trade for the Canadian Cereal Production
industry.

The industry also receives assistance via tariffs, although its key trading partner, the United States, experiences free trade
with Canada. A tariff of 4.0% is in place on imports of breakfast cereal products from other countries, although the effects
are negligible on industry trade, as more than 90.0% of all imports come from the United States. No other formal assistance
is provided to this industry, except indirect aid via industry associations for upstream grain growers.

Canada Grains Council

Formed in 1969 to increase the sale and use of Canadian grain in domestic and world markets, Canada Grains Council is
an organization of grain industry interests representing producers, crop input companies, grain companies, processors, end
users, government departments, financial institutions, regulatory agencies and others. The council's mission is to advance
the interests of grains, oilseeds, pulses and special crops sector in Canada.

Canadian Federation of Agriculture

Founded in 1935, the Canadian Federation of Agriculture (CFA) is the country's largest farmers' organization representing
over 200,000 farmers and farm families. Among its members are provincial general farm organizations and inter-provincial
commodity organizations from every province. The CFA promotes the interests of Canadian agriculture and food producers
and assists members in forming and promoting national agricultural policies to meet changing domestic and international
economic conditions.

Pandemic Assistance
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Due to the unprecedented effect of the coronavirus pandemic on the Canadian economy, federal and provincial
governments have provided substantial support measures to both businesses and households. Industry operators that met
certain eligibility requirements were assisted via wage subsidies and low-interest borrowing arrangements. These relief
programs include the Canada Emergency Wage Subsidy (CEWS), which covers up to 75.0% of an employee's wages up to
a maximum $847.00 per week.



Cereal Production in Canada September 2021

39 IBISWorld.com

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 1,793 522 32.0 36.0 2,927 406 577 190 1,963 276
2013 1,803 682 30.0 33.0 3,469 408 655 154 2,050 266
2014 1,663 748 34.0 30.0 2,875 433 728 142 1,958 243
2015 1,140 207 35.0 29.0 1,856 422 923 84.3 1,642 186
2016 1,113 278 37.0 30.0 1,488 393 933 84.7 1,653 143
2017 1,148 282 42.0 33.0 1,574 365 934 87.3 1,717 145
2018 1,147 311 48.0 36.0 1,616 387 971 88.9 1,730 186
2019 1,224 339 45.0 38.0 1,752 421 972 94.7 1,776 163
2020 1,599 423 40.0 36.0 1,935 455 1,028 106 2,172 186
2021 1,610 414 41.0 37.0 1,974 496 1,086 107 2,200 219
2022 1,545 393 41.0 38.0 1,939 501 1,100 105 2,143 224
2023 1,538 391 42.0 38.0 1,952 510 1,115 105 2,143 223
2024 1,551 394 43.0 39.0 1,977 522 1,134 106 2,162 226
2025 1,562 397 43.0 39.0 1,990 533 1,146 107 2,175 228
2026 1,574 401 43.0 39.0 1,996 541 1,162 107 2,195 231

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World price

of wheat (%)
2012 6.43 20.4 -28.9 -10.0 17.9 -3.45 9.60 13.0 9.69 -1.43
2013 0.57 30.6 -6.25 -8.34 18.5 0.41 13.6 -18.9 4.44 -3.84
2014 -7.75 9.74 13.3 -9.10 -17.1 6.25 11.1 -8.36 -4.50 -8.59
2015 -31.4 -72.3 2.94 -3.34 -35.5 -2.71 26.8 -40.4 -16.1 -23.5
2016 -2.44 34.1 5.71 3.44 -19.8 -6.81 1.05 0.47 0.65 -23.0
2017 3.14 1.36 13.5 10.0 5.77 -7.08 0.13 3.06 3.88 1.46
2018 -0.08 10.3 14.3 9.09 2.66 6.02 3.90 1.83 0.79 28.1
2019 6.77 9.17 -6.25 5.55 8.41 8.68 0.13 6.52 2.62 -12.3
2020 30.6 24.7 -11.1 -5.27 10.4 8.22 5.72 11.5 22.3 13.6
2021 0.66 -2.23 2.50 2.77 2.01 8.85 5.63 1.51 1.30 18.2
2022 -4.07 -4.96 0.00 2.70 -1.78 1.19 1.29 -2.43 -2.60 2.05
2023 -0.41 -0.59 2.43 0.00 0.67 1.71 1.37 0.38 0.01 -0.41
2024 0.79 0.79 2.38 2.63 1.28 2.31 1.68 1.04 0.90 1.39
2025 0.72 0.76 0.00 0.00 0.65 2.06 1.12 0.75 0.61 0.92
2026 0.80 0.93 0.00 0.00 0.30 1.63 1.36 0.46 0.90 1.18

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 29.1 29.4 22.6 612 10.6 91.5 65,050
2013 37.8 31.9 22.6 520 8.56 116 44,509
2014 45.0 37.2 26.0 579 8.51 84.6 49,217
2015 18.2 56.2 37.0 614 7.39 53.0 45,420
2016 25.0 56.5 35.3 748 7.61 40.2 56,922
2017 24.5 54.4 31.8 729 7.61 37.5 55,464
2018 27.1 56.1 33.8 710 7.75 33.7 55,012
2019 27.7 54.7 34.4 699 7.74 38.9 54,053
2020 26.4 47.3 28.5 827 6.60 48.4 54,574
2021 25.7 49.3 30.8 816 6.66 48.1 54,306
2022 25.4 51.3 32.5 797 6.77 47.3 53,945
2023 25.4 52.0 33.2 788 6.83 46.5 53,791
2024 25.4 52.4 33.7 784 6.84 46.0 53,667
2025 25.4 52.7 34.1 785 6.85 46.3 53,719
2026 25.4 52.9 34.4 789 6.82 46.4 53,808

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Innovation, Science and Economic Development Canada
http://www.ic.gc.ca

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

Industry Jargon GENETICALLY MODIFIED (GM)
A technique whereby specific changes are introduced into a plant or animal's DNA by genetic engineering
techniques. The most common modified foods include soybean, corn and canola.

HYPERMARKET
A very large store that carries products found in a supermarket and merchandise commonly found in department
stores.

PRIVATE LABEL
A label associated with a specific chain store; a brand or product having a private label.

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.

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%.
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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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