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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 Candy Production industry in Canada is expected to increase as the economy begins to shift
toward recovery from the COVID-19 (coronavirus) pandemic. For more detail, please refer to the Current
Performance chapter.

· Some of the industry's major markets are projected to change due to the coronavirus pandemic. For more detail,
please refer to the Major Markets chapter.

· International trade activity in the industry is projected to be affected as a result of the industry's more difficult
operating conditions in light of the coronavirus outbreak. For more detail, please refer to the International Trade
chapter.
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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 produces nonchocolate confectionery, such as marshmallows, toffee, candied fruits and nuts, fudge,

breakfast bars and chewing gum. Industry operators sell candy to retailers and wholesalers that then distribute it to
households and other consumers. This industry does not produce chocolates, chocolate confectionery, ice cream,
frozen yogourt or dried fruit and nut snacks.

Major Players Mars Inc.

Mondelez Canada Inc.

Main Activities The primary activities of this industry are:

Soft candy production (e.g. marshmallows and jelly candy)

Hard candy production (e.g. lollipops)

Chewing gum production

Other nonchocolate candy production

The major products and services in this industry are:

Hard candy

Soft candy

Chewing gum, with and without sugar

Candied nuts and fruits
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Supply Chain

SIMILAR INDUSTRIES

Cereal Production in Canada Chocolate Production in Canada Ice Cream Production in Canada Snack Food Production in Canada

Specialty Food Stores in Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Global Candy & Chocolate
Manufacturing

Candy Production in the US Chocolate and Confectionery
Manufacturing in Australia

Chocolate & Candy Production in
China

Chocolate & Confectionery
Production in the UK
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Industry at a Glance
Key Statistics

$965.0m
Revenue

Annual Growth

2016–2021

3.2%

Annual Growth

2021–2026

1.4%

Annual Growth

2016–2026

 

$14.5m
Profit

Annual Growth

2016–2021

-22.0%

  Annual Growth

2016–2021

 

1.5%
Profit Margin

Annual Growth

2016–2021

-4.6pp

  Annual Growth

2016–2021

 

119
Businesses

Annual Growth

2016–2021

1.4%

Annual Growth

2021–2026

1.1%

Annual Growth

2016–2026

 

12,873
Employment

Annual Growth

2016–2021

6.1%

Annual Growth

2021–2026

3.1%

Annual Growth

2016–2026

 

$183.1m
Wages

Annual Growth

2016–2021

1.5%

Annual Growth

2021–2026

2.8%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

-1.9%
World price of sugar

1.8%
Per capita disposable income

0.4%
Total health expenditure

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Barriers to Entry
High / Increasing

MIXED IMPACT

  Industry Assistance
Medium / Steady   Regulation & Policy

Medium / Steady

  Technology Change
Medium

NEGATIVE IMPACT

  Life Cycle
Decline   Revenue Volatility

High

  Industry Globalization
High / Increasing   Competition

High / Steady

 

Key Trends

 Significant volatility in the world price of sugar has strained
profitability

 Operators have found respite in export markets over the
past five years

 Chocolate demand is now a source of external competition
to industry operators

 Total health expenditure in Canada is expected to rise

 The US market is expected to remain the major recipient of
industry products

 IBISWorld expects industry employment to increase

 In recent years, the industry has become more export-
intensive, and subsequently, more consolidated
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  High Competition

  Decline Life Cycle Stage

  High Volatility

  High Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  Total health expenditure

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Sickly sweet: Relatively stable import penetration is expected to continue
to undercut revenue gains by domestic producers

The Candy Production industry in Canada produces nonchocolate candy, such as marshmallows, toffee, caramel,
granola bars and chewing gum. Operators sell products to retailers and wholesalers for redistribution to consumers.
As a result, industry performance relies on domestic demand and global demand, since exports are expected to
generate 97.0% of industry revenue in 2021. Although some industry products, such as breakfast bars, have grown
in popularity, increasing health consciousness has soured demand for candy products. Plus, imports have satisfied
a growing share of the domestic market compared with historical performance. Despite this, revenue is expected to
rise an annualized 3.2% to $965.0 million over the five years to 2021, including anticipated revenue growth of 2.1%
in 2021 as the economy begins to recover from the COVID-19 (coronavirus) pandemic.

In recent years, the industry has become more export-intensive, and subsequently, more consolidated. Operators
have found some respite in the US market for candy, which receives the majority of exports. The United States has
displayed more resilient demand for candy due to a large population, high incomes and a strong US dollar. As more
companies exit due to weak domestic demand and high competition, a small number of large players control more of
the market. Often, these players have extensive global networks and can capitalize on export markets. In fact, the
top four industry players are foreign-owned, with headquarters in the United States or Europe. These players can
also charge premium prices for their branded products, though industry profitability has declined during the period
overall amid the industry's conflicting operating environment.

Over the five years to 2021, demand for traditional industry products will likely have a comeback as the economy
continues to shift toward growth, bringing about favourable conditions and operators changing courses by adding
more sugar free and naturally flavoured products. Nevertheless, relatively stable import penetration is expected to
continue to undercut revenue gains by domestic producers, yielding more marginal growth compared with the
current period. IBISWorld expects revenue to increase at an annualized rate of 1.4% to $1.0 billion over the five
years to 2026.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

Exports generate the majority of industry revenue. Therefore, the value of Canadian currency relative to the
currency of its major trading partners is key to industry performance. An increasing exchange rate reflects a strong
Canadian dollar and makes Canadian exports more expensive abroad, whereas a declining exchange rate reflects
improved global competitiveness and boosts exports. The Canadian effective exchange rate (CEER) index is
expected to increase in 2021.

 

Per capita disposable income

Expenditure on candy is tied to per capita disposable income since candy is a nonessential good. As disposable
income rises, households tend to splurge on nonessential goods including soft candy, hard candy and granola bars.
Greater discretionary income also enables consumers to trade up to more expensive products and purchase a
greater variety of goods, thus supporting industry performance. Per capita disposable income is expected to
decrease marginally in 2021, posing a potential threat to the industry.

 

Total health expenditure

In general, candy products contain high amounts of sugar and fat. As consumers link sugar and fat to health-related
issues, such as obesity and heart disease, demand for most industry products can be volatile. Total health
expenditure, as a rough reflection of health awareness levels, is therefore negatively tied to industry performance.
Total health expenditure is expected to rise in 2021.

 

World price of sugar

Sugar is a key ingredient in most candies, so an increase in the price of sugar raises industry costs. However,
producers are generally able to pass on costs to consumers in the form of higher prices, especially when the product
is a popular brand with significant consumer loyalty. Thus, selling prices and revenue increase when the price of
sugar increase. IBISWorld expects the world price of sugar to rise in 2021, representing a potential opportunity for
the industry.
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Current
Performance

Operators in the Candy Production industry in Canada process sugar and
other raw materials into nonchocolate confectionery.

Industry products include chewing gum, hard candy, such as lollipops, and soft candy, such as jelly beans and
marshmallows. Despite the diversity of offerings, most products have sugar as a key input. Therefore, sugar intake
drives industry demand and raw sugar prices dictate pricing. Health-conscious consumers who relate sugar intake to
obesity and other health problems suppress demand for industry products.

To this end, increasing health consciousness throughout all Canada has displaced demand for nonchocolate
confectionery. At the same time, however, industry revenue has increased in aggregate overall, primarily due to an
abnormal year of industry revenue growth in 2017, where the industry's revenue grew markedly. As a result, industry
revenue is forecast to rise at an annualized rate of 3.2% to $965.0 million over the five years to 2021. Additionally, in
2021 alone, industry revenue is forecast to grow 2.1% as the Canadian economy begins shifting toward recovery
following 2020, which proved a tumultuous year for the economy as a whole due to the COVID-19 (coronavirus)
pandemic. Furthermore, operators have increasingly turned to export markets, especially the United States, to
generate revenue. However, this trend is unlikely to ward off industry decline in the long run.

HEALTH-CONSCIOUS CONSUMERS

Canadians are becoming more aware of the health risks associated with
the consumption of sugar and fat, and are reducing their intake of
traditional confectionery products.

The level of health expenditure, a rough indicator of health spending and a reflection of awareness on health issues,
has increased over the five years to 2021. Concerns about childhood obesity have been particularly detrimental to
operators, as children have historically represented the largest demographic market for candy products.

Still, most confectionery remains naturally high in sugar and caloric content. As a result, domestic demand for candy
products has declined steadily since the early 2000s, despite some years of observed growth. The first year of the
current period brought about a revenue decline of 19.0%; this is primarily because suppressed disposable income in
2015 and 2016 ultimately further weakened demand, since candy products are nonessential goods that consumers
may postpone purchasing or buy generic, less expensive items instead. This also leads into the industry's revenue
growth of 33.4% in 2017, as the industry began to recover from the commodities glut that characterized the previous
two years for many manufacturing industries. Generally, numerous operators have responded to health-conscious
sentiments by innovating product lines with low sugar content. These include sugar-free gum and bite-sized, low-
calorie variations of established candy brands. Breakfast bars have also gained traction as a healthy product filled
with fibre and protein.

OPPORTUNITIES FOR PRODUCT INNOVATION



Candy Production in Canada April 2021

12 IBISWorld.com

The growing popularity of artisanal goods has also provided growth
opportunities for new operators to enter the industry.

Artisanal goods may be priced at a premium due to the inclusion of better raw materials and heavier labour intensity.
These goods are primarily produced by small operators that find a niche of health-conscious consumers with a
sweet tooth. Accordingly, IBISWorld expects enterprises to increase at an annualized rate of 1.4% to 119 companies
over the five years to 2021, with employment increasing at an annualized rate of 6.1% to 12,873 workers during the
same period. Yet, according to Statistics Canada, 47.5% of individual establishments employ fewer than 10 people
in 2021, underpinning the growth of small operators in this industry. However, many smaller operators have also
been pushed out by the larger companies producing niche products.

EXPORTS TO THE UNITED STATES

Operators have found respite in export markets over the past five years.

In particular, US consumers have a sweet tooth and are estimated to import over half their nonchocolate
confectionery from Canada. The Canadian effective exchange rate (CEER) index measures the value of the
Canadian dollar with respect to the US dollar. The CEER index is estimated to decrease an annualized 0.1% over
the five years to 2021. The Canadian dollar's depreciation during the period has made Canadian goods less
expensive in US markets. Demand for industry goods is thereby lifted, as they are relatively more affordable than
products produced in the United States. The main cause for this price difference is the higher cost of sugar in the
United States compared with the rest of the world. Exports to the United States have been further facilitated by the
North American Free Trade Agreement (NAFTA), which eliminates most trade barriers between the two countries.
However, free trade has been affected in part by the renegotiation of NAFTA and the formulation of the United
States-Mexico-Canada Agreement (USMCA), which has only been ratified more recently compared with the
decades that NAFTA was in place. Despite this, IBISWorld expects exports to rise at an annualized rate of 3.2% to
$935.7 million over the five years to 2021.

An established presence in export markets also supports profit since successful products often have brand
recognition in markets abroad. Differentiation and brand recognition enable producers to price their products
favourably, boosting profitability. It also enables producers to pass cost increases on to customers without
compromising demand, keeping profit high during periods of rising input costs. However, significant volatility in the
world price of sugar strained profitability over the past five years, as price swings make it difficult for producers to set
yearly budgets and price products accordingly. Thus, industry profit, measured as earnings before interest and
taxes, is expected to account for 1.5% of revenue in 2021, down from 6.1% in 2016.

EXTERNAL COMPETITION

Demand for chocolate candy, which is produced externally by the
Chocolate Production industry in Canada (IBISWorld report 31135CA), has
been more resilient and has grown year-on-year, albeit slowly.

Given limited spending on sweets by consumers, chocolate purchases have increasingly become a substitute for
other candy purchases. Therefore, chocolate demand is now a source of external competition to industry operators.

Furthermore, what remains of domestic demand for nonchocolate candy has been increasingly met by foreign
producers, though operating difficulties during the current period have caused imports to nevertheless decline at an
annualized rate of 2.8% to $608.3 million over the five years to 2021.
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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 sugar

(Cents per
pound (lb))

2012 1,386 402 124 122 9,827 789 507 212 1,104 21.4
2013 986 295 114 112 2,906 838 518 172 666 17.7
2014 1,052 345 115 113 3,627 906 570 210 716 17.1
2015 1,017 357 118 116 9,879 886 645 231 776 13.2
2016 824 233 113 111 9,562 798 701 170 727 18.1
2017 1,099 262 115 113 9,404 1,062 737 207 774 15.8
2018 965 162 129 126 11,315 915 753 165 804 12.3
2019 973 230 122 119 11,700 936 724 170 762 12.4
2020 945 193 120 118 11,947 922 667 172 691 12.1
2021 965 215 122 119 12,873 936 608 183 638 11.8
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Industry Outlook
Outlook Demand conditions for the Candy Production industry in Canada are

expected to be positive over the five years to 2026 as the Canadian
economy recovers in the long term from the worst effects of the COVID-19
(coronavirus) pandemic of 2020 and 2021.

However, revenue growth is projected to be more muted compared with the current period, as a result of one year of
abnormally high revenue growth in 2017. Plus, due to rising health consciousness, which is projected to increase
further during the five-year outlook period, many Canadians have reduced their overall intake of nonchocolate
candy. Nonetheless, many operators have released artisanal niche products that have gained traction in recent
years. This shift in product formulation, paired with the forecast improvement in consumer spending during the
outlook period, is likely to enable consumers to purchase branded and premium goods, ultimately carrying the
industry moving forward. As a result, IBISWorld expects revenue to increase at an annualized rate of 1.4% to $1.0
billion over the five years to 2026.

WEAK DEMAND

Healthy eating and living will likely continue influencing consumption
patterns and product development over the next five years.

Canadians are expected to remain attentive to obesity and heart conditions and to the link between health problems
and sugar intake. Total health expenditure in Canada is expected to rise over the five years to 2026. As a result,
nonchocolate candy produced by the industry will likely continue to decline in popularity even as certain products,
such as breakfast bars, gain more traction.

Companies will likely continue to add and promote premium ingredient candy products that can yield a higher price
to their portfolios in a bid to recover demand. Some producers add organic ingredients to products, while also
focusing on cutting back calories and fats to highlight their accommodation for healthy diets. In addition, the largest
operators are expected to continue investing in marketing campaigns that promote the improved quality and
nutritional value of their candy and other confectionery products. These strategies, including improving disposable
income and consumer spending, are projected to offset the decline in domestic demand for candy during the period,
especially in the case of the latter.

EXPORTS SLOW DOWN

The Canadian effective exchange rate index, which measures the value of
the Canadian dollar compared with its main trading partners' currencies,
is expected to rise at an annualized rate of 0.1% over the five years to
2026.

Consequently, imports will likely be aided by the appreciating Canadian dollar, improving purchasing power and
highlighting the greater efficiency of foreign manufacturers. More importantly, the latter is expected to keep imports
less expensive than industry products, which will likely improve their appeal to budget-conscious consumers. Over
the five years to 2026, industry imports are expected to increase at a marginal annualized rate of 0.5% to $623.6
million. As a result, imports are expected to account for an estimated 94.9% of domestic demand in 2026.
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As they get squeezed out of the domestic market, operators are expected to continue relying on global markets to
generate revenue and remain profitable. However, growing saturation in the US market will likely limit robust export
growth over the next five years. As a result, exports are projected to grow at a modest annualized rate of 1.4% to
$1.0 billion over the five years to 2026. Exports will likely generate an estimated 96.8% of industry revenue in 2026.
The US market is expected to remain the major recipient of industry products and the key for industry growth.

SLOWING INDUSTRY PARTICIPATION

Intensifying competition will likely lead to the stagnation or slowing of
enterprise growth.

Industry enterprises are projected to increase an annualized 1.1% to 126 companies over the five years to 2026,
however, IBISWorld projects this growth to be slightly slower compared with the current five-year period, ultimately
indicating a trend toward falling industry participation despite an overall increase in raw enterprise numbers.
However, a move toward innovation and the creation of niche products will likely lead to operators investing in
skilled labour for research and development. Thus, IBISWorld expects employment to increase at an annualized rate
of 3.1% to 14,976 workers over the next five years.

Nevertheless, as competition intensifies, small industry operators without differentiated products, high brand
recognition or significant access to export markets will likely experience pressure to exit the industry, leaving their
larger global counterparts to generate a greater share of the industry, which induces higher industry concentration.
Global companies, such as Mars Inc., Nestle SA and Mondelez International Inc., will likely sustain high profit due to
economies of scale, brand name recognition and the ability to pass along rising sugar prices to consumers. Despite
their profitability, however, industry profit, measured as earnings before interest and taxes, is expected to account
for 1.4% of revenue in 2026, acting as an additional harbinger of the industry's slow, but steady, decline.

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 sugar

 (Cents per
pound (lb))

2021 965 215 122 119 12,873 936 608 183 638 11.8
2022 985 226 123 121 13,803 954 616 194 647 11.8
2023 1,002 231 125 122 14,127 971 620 199 651 12.1
2024 1,013 235 126 124 14,423 981 621 203 653 12.1
2025 1,029 241 128 126 14,795 996 625 207 658 12.5
2026 1,036 243 129 126 14,976 1,002 624 210 657 12.7
2027 1,047 246 130 127 15,205 1,013 625 213 659 12.9
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

Demand for industry products is falling

IVA is expected to remain fairly stagnant over the 10 years to 2026

The industry is saturated and highly competitive

The Candy Production industry in Canada is currently in the declining phase of its economic life cycle. Industry value
added (IVA), which measures an industry's contribution to the overall Canadian economy, is expected to increase at
a marginal annualized rate of only 0.4% over the 10 years to 2026. By contrast, Canadian GDP is forecast to grow
at an annualized rate of 1.7% during the same 10-year period. This signifies growth in the economy at large, but the
general stagnation of IVA relative to demonstrated forecast economic growth during the 10-year period along with
other salient industry characteristics altogether signal industry-specific decline despite a positive IVA.

Health consciousness has reduced demand for sugar confectionery over the five years to 2021. Although industry
operators have found some respite in export markets, such as the United States, these markets have become
increasingly saturated. Moreover, the anticipated rising value of the Canadian dollar relative to its major trading
partners will likely cause export growth to remain modest over the five years to 2026 compared with the current
period. With weak demand conditions relative to historical levels, companies are expected to continue steadily
exiting the industry. Those that remain will likely be large global players that have high brand recognition and have
extensive export networks in place. Even so, with a lack of domestic demand, some large corporations are scaling
back their operations in Canada. For example, Mars Inc. closed a Wrigley chewing gum manufacturing facility in
Toronto in March 2016.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Confectionery Wholesaling in Canada

Grocery and Related Product Wholesalers In Canada

2nd Tier

Convenience Stores in Canada

Specialty Food Stores in Canada

Supermarkets & Grocery Stores in Canada

Gas Stations with Convenience Stores in Canada

Key Selling Industries
1st Tier

Syrup & Flavouring Production in Canada

Coated & Laminated Paper Manufacturing in Canada

Margarine & Cooking Oil Processing in Canada

Sugar and Confectionery Product Manufacturing In
Canada

2nd Tier

Fruit & Nut Farming in Canada

Corn Farming in Canada

Other Crop Farming In Canada

Industrial Supplies Wholesaling in Canada

Products & Services

  SOFT CANDY

The soft candy product segment of the Candy Production industry in
Canada comprises candy with a soft and chewy texture, such as gummy
worms, jelly beans, caramel, marshmallows, granola bars and other
breakfast bars.

Tootsie Rolls are the among the most popular soft candy brands. This segment also includes bars made of coconut,
peanut butter, toffee and other confectionery. The majority of soft candy is sugar-heavy or sugar-coated, and thus
difficult to adapt to health-conscious consumers. Over the five years to 2021, soft candy has increasingly lost ground
to granola and breakfast bars and other hard candy. IBISWorld expects soft candy to generate 43.1% of revenue in
2021.

HARD CANDY

The hard candy product segment of the domestic Candy Production
industry comprises candy with a hard and brittle texture, e.g. lollipops and
mints.

Popular hard candy brands include Skittles, Lemonheads and Jolly Ranchers. Hard candy is popular among
operators since it is easier to produce and preserve than soft candy. Although some hard candy, such as mints,
have little variety of ingredient, flavour and packaging, others, such as Smarties, are produced in great varieties.
Since hard candy is easier to produce without sugar and caters to older consumers, the segment has fared better
than soft candy in some years, though it has ultimately declined relative to soft candy over the past five years. Thus,
IBISWorld expects hard candy to generate 38.4% of industry revenue in 2021.
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CHEWING GUM

Sales of traditional sugar-coated gum have declined significantly over the
past five years.

Sugar-free gum is now consequently relatively more popular, due to operators marketing its abilities to reduce
plaque and reduce cavities. Due to this marked shift toward health-conscious gum consumption, the gum segment
has fared well and increased during the period despite its initial difficulties. Overall, IBISWorld expects chewing gum
to generate 13.9% of industry revenue in 2021.

CANDIED FRUITS AND NUTS

The candied fruits and nuts segment comprises all other candy products
that are manufactured by this industry, including candied and crystallized
fruits, fruit peels, nuts and candied cough drops.

Notably, none of these products are chocolate covered. Together, all other products are expected to generate the
remaining 4.6% of industry revenue in 2021. Due to the diversification of goods in this segment, a decline in sales in
one product category is usually offset by an increase in another. Therefore, its share of revenue has remained
stable over the past five years.

Demand
Determinants

Demand for the Candy Production industry in Canada is highly seasonal,
with consumption at its highest over major holidays, including Christmas,
Valentine's Day and Easter.

While smaller occasions prompting candy sales, such as anniversaries, occur throughout the year, demand spikes
for widely celebrated holidays.

A variety of other factors affect the consumption of confectionery items, including the level of disposable income.
When consumers have more spending money, they are more likely to spend freely on discretionary goods, such as
candy. In addition, higher disposable income often prompts consumers to buy higher priced premium goods as
opposed to generic brands. Population demographics also play a role in industry demand. Confectionery is strongly
demanded by people under the age of nine. As the number of people within this age group grows as a proportion of
the overall population, so too does demand for confectionery products.

Importantly, demand for candy also corresponds to prevailing health trends. Over the five years to 2021, Canadians
have become increasingly health conscious, and therefore, are wary of eating foods high in sugar, fat and calories.
To combat the unhealthy image, operators have been developing healthier products with lower calorie and sugar
contents. Still, rising health consciousness has contributed to persistently declining demand for industry products
and has set the industry on a path of steady decline. External competition has also had a negative effect on the
industry. Competition from substitute products, especially chocolate, has threatened demand for sugar
confectionery.

Major Markets

  The majority of the revenue of the Candy Production industry in Canada is
generated via sales to export markets.
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  The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar with respect to
Canada's major trading partners' currencies. The CEER index is expected to decrease at an annualized rate of 0.1%
over the five years to 2021. When the Canadian dollar depreciates, Canadian goods become less expensive in
foreign markets, consequently keeping export growth fairly stable as a market segment.

EXPORTS TO THE UNITED STATES

The United States is the largest market for Canadian candy products.

Accordingly, most exports are ultimately sent to Canada's southern neighbour. In 2021, the US export market is
expected to generate 85.7% of industry revenue. This trade relationship is built on the geographic proximity between
the two countries, which serves to reduce transportation costs. Furthermore, the two countries' participation in the
now-defunct North American Free Trade Agreement and its recently ratified successor, the United States-Mexico-
Canada Agreement, facilitates easy movement of products across the border. The US market is also very large and
boasts a consumer base with a sweet tooth. Finally, the Canadian dollar has been falling against the US dollar over
the past five years, making Canadian goods more affordable to US consumers.

EXPORTS TO OTHER COUNTRIES

Other major countries have developed a sweet tooth for Canadian
candies, including South Korea, China, Mexico and the Netherlands.

Collectively, other export destinations are expected to generate 11.3% of industry revenue in 2021. Furthermore,
demand is expected to increasingly come from consumers in middle-income economies and emerging markets in
Asia and Latin America over the five years to 2026 as the global economy recovers from the worst effects of the still-
ongoing COVID-19 (coronavirus) pandemic.

DOMESTIC CONSUMERS

Domestic consumers account for 3.0% of industry revenue in 2021,
although they do not purchase candy directly.

Confectionery wholesalers and mass merchandisers are the major middlemen between producers and domestic
consumers.

Confectionery wholesalers purchase confectionery items from candy producers and sell it in bulk to supermarkets,
convenience stores, drug and discount stores and other specialty stores. Conversely, mass merchandisers bypass
wholesalers in a process known as disintermediation, buying large amounts of candy directly from producers
because they have greater purchasing power than smaller stores. Retail stores, such as supermarket chains and
convenience stores, with enough purchasing power can also bypass wholesalers and buy directly from candy
manufacturers, thus cutting transaction costs. Most consumers buy their food products from supermarkets, making
this type of retailer a crucial outlet for candy products. IBISWorld expects the share of demand derived from
domestic consumers to increase somewhat over the five years to 2026 amid general economic recovery throughout
Canada.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Increasing

Imports

In the Candy Production industry in Canada, imports have decreased at an annualized rate of 2.8% to $608.3 million
over the five years to 2021, satisfying 95.4% of domestic demand in 2021 and thus undercutting demand for industry
products. Imported candy originates from various countries, with imports from the United States being historically
high and dominated by the brand names of US-based manufacturers. Conversely, imports from China and Mexico
have been on the rise and are dominated by generic, low-cost candy that appeals to cash-strapped consumers.
Over the five years to 2026, import growth is expected to increase slightly due to forecasts for a more positive global
economic outlook. Imports are projected to increase at an annualized rate of 0.5% to $623.6 million over the five
years to 2026. Imports are expected to continue satisfying an estimated 94.9% of domestic demand in 2026.

Exports

Industry exports are high, and have increased over the past five years in part due to the depreciation of the
Canadian dollar, which has decreased an annualized 0.1% over the five years to 2021 and aided in making the
domestic industry's goods more affordable internationally. Exports are consequently expected to increase at an
annualized rate of 3.2% to $935.7 million over the five years to 2021, including accounting for 97.0% of industry
revenue in 2021. This reflects the dependence of operators on exports for generating revenue in the absence of
strong domestic demand, though exports decreased slightly in 2020 as a result of the COVID-19 (coronavirus)
pandemic. The United States market leads export markets. US consumers have retained a sweet tooth and receive
over half their candy imports from Canada, underpinning demand for industry products. Export growth is expected to
rise over the next five years as export markets, including the US market, continue to become increasingly saturated
with industry products. As a result, exports are expected to increase an annualized 1.4% to $1.0 billion over the five
years to 2026. However, with revenue expected to increase at a faster rate, exports are projected to generate a
slightly smaller share of revenue moving forward, accounting for 96.8% of revenue in 2026.
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Business
Locations

  Establishments in the Candy Production industry in Canada are overwhelmingly located close to large city markets for easy
serviceability. Consequently, establishments are concentrated in highly populated areas, specifically in the provinces of Ontario,
Quebec and British Columbia. Furthermore, high and escalating transportation costs encourage industry operators to strategically
locate themselves close to sources of key inputs, such as fruit and nut farmers and baking mix manufacturers.

Ontario, which accounts for the largest share of the Canadian population, accounts for 40.8% of establishments in 2021. Similarly,
Quebec and British Columbia house an estimated 37.5% and 12.5% of locations, respectively, while accounting for 22.6% and
13.5% of the Canadian population in 2021. All other provinces have a relatively low share of candy production facilities.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Candy Production industry in Canada has a low level of concentration, with the four largest industry operators
accounting for less than 30.0% of industry revenue in 2021. While the industry includes some global operators, the
industry is made up of many small companies. According to Statistics Canada, 78.8% of establishments employ
fewer than 50 people, and only 1.3% of establishments employ over 500. The largest industry players, such as Mars
Inc., are expected to continue to generate significant revenue flow, capitalizing on brand recognition and established
export networks. However, the majority of smaller industry operators, especially those without access to lucrative
export markets, are unlikely to sustain revenue flow and are projected to exit the industry. Therefore, the industry is
expected to become slightly more concentrated over the five years to 2026 despite the anticipated entry of new
operators overall.

Key Success
Factors

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

Ability to pass on cost increases to consumers:
Successful companies have brands that consumers consider to be of superior quality. Therefore, as the price of
sugar increases, these companies are able to pass cost increases on to consumers.

Ability to adapt to change:
Successful companies have the ability to anticipate and respond to changes in consumer preferences in a timely
manner, given the seasonal nature of confectionery demand.

Economies of scale and scope:
Larger companies typically have lower per unit production costs because they are able to spread their costs over a
large volume of products.

Aggressive marketing:
Taking advantage of marketing popular brands on TV and the internet will likely give products more exposure.

Product differentiation:
Since candy products are typically homogeneous, successful companies are able to differentiate their products to
weaken competition, maintain market share and drive revenue growth.

Establishment of export markets:
Domestic demand for candy is declining, with the remainder being met by imports; successful companies will likely
establish export markets to generate revenue.
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Cost Structure
Benchmarks

  Profit

Being a markedly declining industry, profit, measured as earnings
before interest and taxes, is estimated to account for 1.5% of revenue
in 2021, representing a decline from 6.1% of revenue in 2016 and
stagnating further over 2020 and into the current year as a result of the
COVID-19 (coronavirus) pandemic and its negative effects on industry
profitability. Nonetheless, certain opportunities exist for individual
operators to grow their profit, as candy production is a high value-
added process that includes extensive transformation of raw materials.
Second, consumers are largely insensitive to price changes, especially
with brand-name products. Therefore, producers of major brands are
usually able to pass cost increases, such as an increase in the price of
sugar, on to customers in the form of higher final product prices. This
boosts profit for the individual operator without compromising demand.
Yet, at the same time, the inherent volatility of input prices, namely the
world price of sugar, makes it hard for producers to price products
effectively, leading to profit's overall decline over the five years to
2021..

 

  Wages

Wages are the second-largest cost for industry participants. Wages are
expected to account for 19.0% of revenue in 2021, down from 20.7% of
revenue in 2016 due to greater efficiency and automation on the part of
the industry's largest candy producers. Despite this trend toward
automation, however, some companies have invested in a more skilled
workforce to reformulate existing products and innovate new goods to
entice consumers to continue buying industry products. Furthermore,
industry wages tend to be higher in artisan enterprises, where candy is
exclusively handmade.
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  Purchases

Purchases make up the largest cost category for the industry's
operators, accounting for an estimated 57.5% of revenue in 2021. The
prices of key production inputs, such as sugar, act as the primary
drivers of the industry's aggregate purchase costs. For example, the
world price of sugar has fluctuated considerably over the five years to
2021 due to global supply conditions and federal subsidies given to
sugar farmers. However, many operators hold supply contracts with
upstream farmers and wholesalers that minimize price fluctuations.
These contracts slow the growth of purchase costs as a proportion of
revenue; nonetheless, purchase costs have increased from 45.9% in
2016. In addition, many producers are able to capitalize on consumer
loyalty and pass cost increases on to consumers in the form of higher
prices without compromising demand.

 

  Marketing

Branding is an important investment for the industry because it targets
downstream consumers and establishes and develops brand loyalty. In
2021, marketing is estimated to account for 0.9% of revenue, though
advertising costs are substantially higher for larger industry operators.
While marketing expenditure has remained fairly stable over the five
years to 2021, the target audience for the industry's marketing
campaigns has been changing slowly. Traditionally, the promotion of
candy has been aimed toward children. However, many companies
now target adults with sugar-free products that address health concerns
amid Canada's increasingly health-conscious consumer landscape,
thereby altering the substance of and outlet for marketing campaigns.

 

  Depreciation

Candy production is a high value-added process, transforming raw
materials extensively and requiring a range of equipment and
machinery. The upkeep of capital is also costly, especially as
companies innovate new product lines or new combinations of
ingredients. Depreciation is expected to account for 1.8% of revenue in
2021, with higher depreciation costs among the larger and more
sophisticated candy producers.
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  Rent

Rent is expected to account for 3.1% of industry revenue in 2021, a
decrease from 5.1% of revenue in 2016. The industry's operators rent
large warehouses for production and storing raw materials and finished
goods before shipping them.

 

  Utilities

Utilities account for 1.6% of industry revenue in 2021. As operators
invest more heavily in technology and machines, electricity and other
utility expenditures are estimated to increase over the five years to
2026, though they have remained stable as a share of revenue over the
past five years.

 

  Other Costs

Other costs include overhead expenses, such as data processing and
communication service fees, research and development (R&D), repairs,
maintenance, refuse removal, tax and licence fees and legal service
fees. Legal fees have been extensive for some larger operators. R&D
costs are also significant since they underpin product innovation and
cost control improvements. These costs altogether are expected to
account for the remaining 14.6% of revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  INTERNAL COMPETITION

In the Candy Production industry in Canada, the perceived quality of a
particular candy brand determines the price consumers are willing to pay
for the products.

Most operators have participated in the industry for over 50 years, enabling them to build a customer base and
establish a reputation in domestic and export markets. Consequently, consumers are more willing to pay higher
prices for established brands compared with generic brands. At the same time, when disposable income falls,
consumers are more likely to buy value brands. Thus, private-label brands intensify price-based competition in
economic downturns due to their low prices.

Companies promote their brands through marketing activities, such as TV advertising, online advertising and in-
store displays. Since candy products are largely homogenous, it is essential for companies to distinguish
themselves from competitors to increase and maintain market share. Changing consumer tastes and dietary trends
also encourage producers to be creative with packaging, marketing and labelling.

Developing and maintaining strong relationships with downstream retailers and wholesalers is also key to competing
successfully. The ability to secure impulse purchase outlets, such as checkout aisles and supermarket shelf space,
has set large companies apart from their competitors. Companies with the most recognizable products or packaging
have the best chance of maximizing sales at the retail level. As competition intensifies, producers have expanded
their traditional distribution networks to convenience stores, gas stations, drug and discount stores, shopping mall
kiosks and other venues with high pedestrian traffic.

EXTERNAL COMPETITION

This industry experiences significant competition from chocolate
confectionery, for which demand remains high due to the popularity of
chocolate produced by the Chocolate Production industry in Canada
(IBISWorld report 31135CA).

Operators may counter this competition by offering greater varieties of nonchocolate confectionery, although it will
likely be difficult to displace the appeal of chocolate altogether. Imports are another significant source of competition,
as they are projected to satisfy over three-quarters of domestic demand in 2021. Imports of generic and low-priced
confectionery are on the rise and have induced operators to turn to export markets to generate revenue.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Increasing
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  It has become increasingly difficult to enter the Candy
Production industry in Canada, primarily due to lack of
demand for industry products. Moreover, the competition
for remaining demand is high, thus compounding the
challenges of entry into this declining industry.

The industry's current major players represent a
significant barrier to new entrants. While they do not
generate a majority of revenue, these large multinational
operators have carved a place for themselves within key
export markets in the United States and elsewhere,
although export markets too are becoming saturated and
highly competitive. In addition, incumbents tend to be
global operators with strong product portfolios and high
brand loyalty, with considerable resources at hand to
invest in advertising and media outlets. These outlets are
typically inaccessible to new entrants, putting them at an
immediate disadvantage in trying to capture market share
in a highly competitive and declining industry. Further,
incumbents often have favourable contracts with key
downstream buyers, such as supermarkets that are
difficult for new entrants to secure. This is especially
disadvantageous considering the significance of shelving
place and location to candy sales.

Still, many newer industry entrants have established
themselves within the industry and have been especially
successful in producing and selling low-price, nonbranded
candy. Other smaller players have managed to carve out
regional market niches, reducing direct competition with
the industry's major players. Meanwhile, entry into the
low-price, nonbranded segment experiences significant
competitive pressure from importers. Imports have
penetrated what remains of domestic demand for candy,
offering low-price generic varieties that appeal to a range
of tastes. Over the five years to 2026, barriers to entry are
expected to continue increasing, with numerous
unprofitable producers exiting and others merging to
combine capabilities and consolidate market share.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Decline  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Candy Production industry in Canada is characterized by a high level of globalization overall. Foreign ownership
among candy producers is substantial and the majority of industry revenue is derived from the sale of exports. In fact, the
four largest industry operators are foreign-owned, but maintain production facilities in Canada. These trends will likely
persist over the five years to 2026, ultimately keeping the industry highly globalized and dependent on foreign companies
and markets.
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Major Companies

Major Players Mars Inc.

Market Share: 10.2%

Brand Names Wrigley, Starburst, Skittles, Hubba Bubba,
Life Savers, Excel, Juicy Fruit, Altoids, Doublemint

  Initially founded in 1911, Mars Inc. (Mars) is currently one of the largest producers of both chocolate and
nonchocolate confectionery in the world. The company is headquartered in McLean, VA, and employs an estimated
100,000 workers in more than 75 countries. According to Forbes, Mars is one of the largest privately held
companies in the United States. No official revenue figures are available; however, the company is expected to
generate an estimated $45.5 billion in total revenue in 2017 (latest data available).

Mars operates six product segments, which include pet care, chocolate, Wrigley, food, drinks and Symbioscience.
The company participates in the Candy Production industry in Canada through its subsidiary, the Wrigley Company
(Wrigley), which was acquired in partnership with Berkshire Hathaway Inc. (Berkshire) for $23.0 billion prior to the
current period. As part of the transaction, Mars transferred its global nonchocolate confectionery sugar brands to
Wrigley, the world's largest producer of chewing gum. In late 2016, Mars bought out Berkshire's minority stake in
Wrigley. Today, the subsidiary accounts for an estimated one-fifth of the company's total revenue. Products in the
Wrigley segment are manufactured across 50 countries by more than 15,000 employees.

Industry-relevant products include chewing gum, hard candy and mints, and are sold primarily to confectionery
wholesalers and mass merchandisers. Prominent brands include Extra, Orbit, Skittles and Starburst. Wrigley has
one manufacturing facility in Canada, located in Don Mills, ON. In March 2016, Wrigley Canada closed a chewing
gum manufacturing facility in Toronto, cutting 380 jobs. The company cites this closure due to decreased gum sales.
However, its Excel brand still remains the top gum brand in Canada.

Financial performance

In addition to the expansion of Wrigley, Mars has protected its market share in the domestic industry through its
increased product innovation. For example, Wrigley introduced a new brand of Skittles in 2012. The company has
also expanded its production of sugar-free candy and gum to cater to health-conscious consumers. New products
and flavours are expected to underpin demand and revenue growth for the company. IBISWorld expects industry-
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relevant revenue for the company to increase at an annualized rate of 3.9% to $98.6 million over the five years to
2021. The company's operating profit, measured as earnings before interest and taxes, is expected to decline an
annualized 21.8% to $1.5 million over the five years to 2021.

 
Mars Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 81.3 N/C 5.0 N/C
2017 108.8 33.9 3.4 -31.7
2018 97.3 -10.6 -2.1 -161.8
2019 102.1 5.0 4.6 -318.9
2020 100.8 -1.3 0.4 -90.3
2021 98.6 -2.2 1.5 227.6

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

Mondelez Canada Inc.

Market Share: 6.3%

Brand Names Trident, Dentyne, Stride, Halls, Maynards

  Mondelez International Inc. (Mondelez) is one of the world's top global snack food producers, with operations across
160 countries. The company was established after spinning off from Kraft Foods Group Inc. in 2012. Headquartered
in Deerfield, IL, Mondelez employs 80,000 people across 80 countries and markets its products in over 160
countries. Mondelez is one of the top 10 Canadian consumer packaged goods companies, with its headquarters in
Mississauga, ON. With manufacturing and distribution facilities located across Canada, the company employs over
3,000 people to produce cookies, crackers, chocolate, gum and candy products. Industry-relevant revenue for the
company is derived from the sales of its products that have been manufactured in its Canadian facilities, which is
reported within Mondelez's North America segment. In 2019 (latest data available), Mondelez generated $34.3
billion in global revenue, with an estimated 27.6% generated from North America.

The company operates in five consumer sectors, which include biscuits, chocolate, gum and candy, beverages and
cheese and grocery. Mondelez participates in the Candy Production industry in Canada through its gum and candy
segment, which markets a variety of billion-dollar brands including the popular Trident gum. Other notable brands
include Dentyne, Stride, Halls and Maynards. Mondelez distributes its candy, snacks and beverages through various
supermarket chains, wholesalers, warehouse clubs, mass merchandisers, convenience stores, drug stores and
other retail food outlets.

Financial performance

Mondelez's industry-relevant Canadian revenue is expected to decrease at an annualized rate of 5.2% to $61.2
million over the five years to 2021, with the company's operating profit, measured as earnings before interest and
taxes, also projected to fall an annualized 1.0% to $12.3 million during the same period. These decreases are
primarily due to decreasing demand for sugary confections, which affects demand for industry products. Mondelez
mostly operates in this industry through gum brands that are relatively lower-priced items and experience much
competition from other brands. The company has increased its focus on exports to developing markets, which
currently generates just under half of all company revenue and displays strong demand for candy products.
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Mondelez Canada Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 79.9 N/C 12.9 N/C
2017 86.1 7.7 14.5 11.9
2018 76.3 -11.4 9.4 -35.1
2019 82.5 8.2 16.8 79.1
2020 71.1 -13.9 13.8 -17.9
2021 61.2 -13.9 12.3 -11.1

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

Other Companies Nestle SA

  Market Share: 4.9%
  Nestle SA (Nestle) is a Switzerland-based multinational company and one of the world's largest food producers.

Nestle manufactures and distributes a variety of products including coffee, baby food, bottled water, chocolate, pet
food, pizza and others. Nestle also employs an estimated 273,000 people worldwide, including an estimated 3,500
people in Canada, and operates over 400 production facilities across 86 countries. The company's products are
divided into seven different segments, which include powdered and liquid beverages, water, milk products and ice
cream, nutrition and healthcare, prepared dishes and cooking aids, confectionery and pet care, though the company
participates in the Candy Production industry in Canada through its nonchocolate confectionery brands, including all
Wonka products, such as Fun Dip, Spree, Nerds and SweeTarts. Nestle officially become incorporated in Canada in
1922 and is based out of Toronto. IBISWorld estimates that the company will generate $47.3 million in industry-
specific revenue in 2021, representing a market share of 4.9%.

Tootsie Roll Industries Inc.

  Market Share: 3.6%
  Tootsie Roll Industries Inc. is a candy production company founded in New York City in 1896. The company is now

headquartered in Chicago and employs an estimated 2,000 people in North America. The company makes and sells
candy, including the popular Tootsie Roll that has been produced with the same formula and name for 115 years.
The company also produces other well-known candies, many of which are industry-relevant; these include Dots,
Sugar Daddy, Blue Razz and Crows. Furthermore, both the Charms and Tootsie Pops brands effectively make the
company one of the largest lollipop producers in the world. The company operates one manufacturing facility in
Ontario and uses a network of an estimated 30 candy and grocery brokers to distribute its products across North
America, primarily in the United States, to more than 4,000 customers. In 2021, IBISWorld estimates that the
company will generate $34.6 million in industry-relevant revenue, corresponding to a market share of 3.6%.

Kerr Bros. Limited

  Market Share: 1.0%
  Founded in 1895 by Edward Kerr and Albert Kerr, Kerr Bros. Limited was one of the first companies to produce and

market lollipops in Canada. The company was also the first to introduce light, no sugar added packaged confections
into the North American market using the Litesse and Splenda brand sweetener formulations. The company
manufactures a variety of confectionery products including toffees, caramels, hard candies, lollipops, crunches, filled
candies, nougats and other candy products. In 2021, IBISWorld estimates the company will generate an estimated
$9.4 million in industry-relevant revenue, corresponding to a market share of 1.0%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Candy Production industry in Canada has a low level
of capital intensity. IBISWorld estimates that for every
$1.00 spent on wages, companies will spend $0.10 on
capital expenditures in 2021, increasing over the five years
to 2021. Notably, however, capital intensity varies
depending on the operator, more specifically with respect
to the size of the producer in question. For example,
modern production plants need expensive equipment to
increase productivity and efficiency and also need workers
to perform complex activities, such as product sorting. In
2021, companies spend an estimated 1.8% of revenue on
depreciation and 19.0% on wages. While larger facilities
spend more on depreciation, small- to medium-sized
facilities spend less because they lack the resources to
invest in expensive technology and rely more heavily on
labour. IBISWorld expects capital intensity to remain
relatively unchanged moving forward over the five years to
2026.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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.

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.

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.

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 Candy Production industry in Canada is not subject to any technology
disruption.

The largest industry operators are already considerably reliant on automation and machines throughout the production
process. The use of robotics has helped operators improve sanitation, palletizing and secondary packaging processes.
However, since this is a technology that the largest industry operators have been able to adopt, it does not pose a
technological disruption but rather a technology transformation.

Consumers have also become more health-conscious as they learn more about nutrition and healthy eating. Innovation in
food products has helped the industry by enabling companies to adopt sugar-free, low calorie, functional or natural sugar
ingredients into their candies. Over the five years to 2026, the industry is expected to be protected from technological
disruption.

The level of technology change is    Medium

  The Candy Production industry in Canada is highly automated and uses
machines to process raw material and to shape and package ingredients into
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final products.

The pace of technological change in the industry is moderate, involving mostly the automation of assembly line tasks. This
makes production more efficient, limits wage costs and ensures consistency of quality. However, technology change is
slower among artisan candy producers that rely mostly on handwork.

Candy manufacturing technology varies across the industry based on the size of the producer and the type of the product.
For instance, hard candy manufacturing involves multiple machines, including candy vats, ovens, mixers, candy rollers and
candy twisters. Cooking vats are used for candy mixing and cooking, with variable speed agitators, hydraulic lifts, digital
temperature controllers, atmospheric gas burners and tilting functions. Nevertheless, the basic processes behind candy
production have remained relatively unchanged over the five years to 2021. Developments in technology, while keeping the
production process largely intact, have enhanced the speed and complexity of production operations and improved the
productivity of labourers.

Other technologies include aeration technology, which is used in the manufacture of marshmallows, and stamping
technology, used in the manufacture of taffy. Wrapping machines are another category of industry equipment. Similarly,
high-speed packing equipment and sealers aid the production process. These solutions include completely automated
packaging systems capable of filling, tray sealing, sleeving and cartoning.

Revenue
Volatility

The level of volatility is    High

  The Candy Production industry in Canada has exhibited a moderate to high
level of revenue volatility over the five years to 2021.

Revenue volatility in the industry is due to fluctuations in the cost of raw materials, household incomes and changes in
demand conditions. Over the past five years, revenue expanded as much as 33.4% in 2017 and fell as much as 19.0% in
2016. Candy is typically classified as a discretionary purchase, thereby implying that demand for it is nonessential and can
consequently shift for multiple reasons. Demand for traditional sweets has fallen out of favour with consumers while
chocolate, a substitute confectionery, has picked up in popularity. World sugar prices have contributed to revenue
movements, as producers pass some of the cost change downstream by lowering or raising selling prices. Moreover, since
exports comprise more than 95.0% of revenue in 2021, the fluctuations of the Canadian dollar with respect to foreign
currencies have also led to significant fluctuations in revenue over the past five years. IBISWorld expects revenue to
become less volatile over the five years to 2026 as demand conditions restabilize. Over the five years to 2021, however,
industry revenue has fluctuated an average of 23.9% year-over-year.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The regulation of the Candy Production industry in Canada is carried out on
federal and provincial levels through agricultural departments that act as
regulatory agencies.
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At the national level, the most influential regulatory agency is the Canadian Food Inspection Agency (CFIA). The extent to
which the individual operators are affected by regulation varies by geographic regions and provincial standards.

CANADIAN FOOD INSPECTION AGENCY

The CFIA and Health Canada oversee the safety of 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 Food and Drugs 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 Food and Drugs 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 foods, which are considered to be one class of
novel foods. CFIA also oversees the Organic Products Regulations, which require mandatory certification for agricultural
products represented as organic in international and interprovincial trade, or that have 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.

ENVIRONMENT CANADA

Companies must abide by environmental regulations established in the
Canadian Environmental Protection Act by Environment Canada.

These laws 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.

Industry
Assistance

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

Trade treaties have largely opened overseas markets for the candy that is
manufactured by the Candy Production industry in Canada.

These agreements include the North American Free Trade Agreement in addition to its recently ratified successor
agreement, the United States-Mexico-Canada Agreement. The industry receives assistance via the imposition of tariffs as
well, though key trading partners (the United States and Mexico), have free trade with Canada that is unaffected by tariff
schedules. Although a tariff of 9.5% is in place on imports of chewing gum, marshmallows and other sugar candy products,
the effects of this are ultimately negligible on industry trade, as an estimated three-quarters of imports come from both the
United States and Mexico. Similarly, a tariff of 10.0% is in place on imports of licorice candies. No other formal assistance is
provided to this industry, except indirect aid via the operations of industry associations.

Confectionery Manufacturers Association of Canada

The Confectionery Manufacturers Association of Canada (CMAC) is an organization representing confectionery industry
producers. Current members include local, regional, national and multinational manufacturers and importers of chocolate,
sweets and chewing gum, as well as suppliers of equipment, ingredients, packaging materials and other goods and
services. The CMAC assists wholesale and retail members through regulatory, export and import processes, and provides
access to local, regional, national and international industry information.

The industry also receives indirect assistance from trade organizations, such as the Food and Consumer Products of
Canada (FCPC). The FCPC is Canada's largest industry association, and it represents a majority of food, beverage and
consumer goods companies. The organization works with the government, regulatory bodies and both upstream and
downstream partners of the industry to solve issues regarding food safety, innovation and food labelling.
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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 sugar

(Cents per
pound (lb))

2012 1,386 402 124 122 9,827 789 507 212 1,104 21.4
2013 986 295 114 112 2,906 838 518 172 666 17.7
2014 1,052 345 115 113 3,627 906 570 210 716 17.1
2015 1,017 357 118 116 9,879 886 645 231 776 13.2
2016 824 233 113 111 9,562 798 701 170 727 18.1
2017 1,099 262 115 113 9,404 1,062 737 207 774 15.8
2018 965 162 129 126 11,315 915 753 165 804 12.3
2019 973 230 122 119 11,700 936 724 170 762 12.4
2020 945 193 120 118 11,947 922 667 172 691 12.1
2021 965 215 122 119 12,873 936 608 183 638 11.8
2022 985 226 123 121 13,803 954 616 194 647 11.8
2023 1,002 231 125 122 14,127 971 620 199 651 12.1
2024 1,013 235 126 124 14,423 981 621 203 653 12.1
2025 1,029 241 128 126 14,795 996 625 207 658 12.5
2026 1,036 243 129 126 14,976 1,002 624 210 657 12.7

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World price

of sugar (%)
2012 -4.14 1.31 -4.62 -4.69 -2.83 6.70 9.61 -2.26 -5.55 -18.5
2013 -28.9 -26.6 -8.07 -8.20 -70.4 6.21 2.14 -18.9 -39.7 -17.2
2014 6.68 17.0 0.87 0.89 24.8 8.09 10.1 21.6 7.54 -3.29
2015 -3.34 3.53 2.60 2.65 172 -2.18 13.2 10.3 8.32 -22.7
2016 -19.0 -34.7 -4.24 -4.32 -3.21 -9.95 8.64 -26.3 -6.30 37.0
2017 33.4 12.4 1.76 1.80 -1.66 33.1 5.13 21.3 6.49 -12.7
2018 -12.2 -38.1 12.2 11.5 20.3 -13.8 2.23 -20.1 3.80 -22.6
2019 0.83 41.9 -5.43 -5.56 3.40 2.25 -3.87 2.84 -5.18 0.80
2020 -2.88 -16.4 -1.64 -0.85 2.11 -1.51 -7.92 1.11 -9.35 -2.38
2021 2.07 11.6 1.66 0.84 7.75 1.51 -8.81 6.63 -7.69 -2.28
2022 2.02 5.07 0.81 1.68 7.22 1.98 1.31 6.17 1.40 0.00
2023 1.79 2.30 1.62 0.82 2.34 1.73 0.58 2.26 0.73 3.02
2024 1.06 1.90 0.80 1.63 2.09 1.01 0.14 1.86 0.26 0.00
2025 1.62 2.16 1.58 1.61 2.57 1.59 0.72 2.41 0.83 2.94
2026 0.65 0.91 0.78 0.00 1.22 0.60 -0.28 1.10 -0.15 1.65

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 29.0 45.9 56.9 141 15.3 79.3 21,604
2013 29.9 77.8 85.0 339 17.5 25.5 59,291
2014 32.8 79.6 86.1 290 19.9 31.5 57,789
2015 35.1 83.2 87.1 103 22.7 83.7 23,393
2016 28.3 96.4 96.8 86.2 20.7 84.6 17,810
2017 23.9 95.2 96.6 117 18.8 81.8 21,969
2018 16.8 93.8 94.8 85.3 17.1 87.7 14,591
2019 23.7 95.1 96.1 83.2 17.4 95.9 14,513
2020 20.4 96.6 97.5 79.1 18.2 99.6 14,372
2021 22.3 95.4 97.0 75.0 19.0 106 14,224
2022 22.9 95.3 96.9 71.3 19.7 112 14,084
2023 23.0 95.2 96.9 70.9 19.8 113 14,072
2024 23.2 95.1 96.8 70.2 20.0 114 14,040
2025 23.4 95.0 96.8 69.6 20.1 116 14,018
2026 23.4 94.9 96.7 69.2 20.2 116 14,002

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Canadian Sugar Institute
http://www.sugar.ca

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

Industry Jargon ECONOMIES OF SCALE
The increase in efficiency of production as the number of goods being produced increases.

GENERIC BRAND
Goods produced under a retailer's brand name that are often positioned as lower cost alternatives to branded
products.

HARD CANDY
Candy with a hard and brittle texture; often made of candy cane, boiled sugar candy and candy pops and does not
typically possess the sophisticated ingredients of soft candies.

PREMIUM
When producers charge consumers a price for their product that is more than its nominal value.

SOFT CANDY
Candy with a soft and chewy texture, such as marshmallow and jelly.

VAT
A large vessel, such as a cistern, tub or barrel, used in candy production.

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.
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