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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 Chocolate Production industry in Canada is expected to increase in 2021 as the economy begins
to recover from the COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance
chapter.

· Revenue for the Chocolate Production industry in Canada is expected to increase over the five years to 2026 as
the economy further recovers from the coronavirus pandemic. For more detail, please see the Industry Outlook
chapter.

· Industry profit is projected to decrease due to the industry's more difficult operating conditions in light of the
coronavirus outbreak. For more detail, please see the Cost Structure Benchmarks 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 cocoa-based confectionery such as chocolate bars, boxed chocolates and filled and unfilled

chocolate blocks. The production of chocolate-covered confectionery, such as chocolate-covered nuts, is also
included within industry operations.

Major Players Ferrero

Nestle Canada Inc.

Mars Inc.

Hershey's

Main Activities The primary activities of this industry are:

Producing chocolate bars

Producing boxed chocolates

Producing chocolate blocks

Producing other cocoa-based confectionery

The major products and services in this industry are:

Chocolate bars

Boxed chocolates

Block chocolates

Other chocolate-based confectionery
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Supply Chain

SIMILAR INDUSTRIES

Candy Production in Canada Snack Food Production in
Canada

Syrup & Flavouring Production in
Canada

Florists in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Candy & Chocolate
Manufacturing

Chocolate Production in the US Cocoa & Drinking Chocolate
Production

Industrial Chocolate Production

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

$2.5bn
Revenue

Annual Growth

2016–2021

1.1%

Annual Growth

2021–2026

2.0%

Annual Growth

2016–2026

 

$334.7m
Profit

Annual Growth

2016–2021

-3.5%

  Annual Growth

2016–2021

 

13.5%
Profit Margin

Annual Growth

2016–2021

-3.5pp

  Annual Growth

2016–2021

 

403
Businesses

Annual Growth

2016–2021

4.2%

Annual Growth

2021–2026

3.1%

Annual Growth

2016–2026

 

7,623
Employment

Annual Growth

2016–2021

4.5%

Annual Growth

2021–2026

3.4%

Annual Growth

2016–2026

 

$415.1m
Wages

Annual Growth

2016–2021

8.8%

Annual Growth

2021–2026

3.1%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

-1.9%
World price of sugar

-3.6%
World price of cocoa

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

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Regulation & Policy
Medium / Steady   Technology Change

Medium

  Barriers to Entry
Medium / Steady

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Industry Globalization

High / Increasing

  Competition
High / Increasing

 

Key Trends

 The level of disposable income affects the total quantity of
chocolate purchases and the type of chocolate purchased

 International trade works in favour of industry operators

 The industry's chocolate producers have traditionally
benefited from high profit

 A slight uptick in the value of the Canadian dollar is
expected to keep export growth fairly stable

 Over the next five years, raw material prices are expected to
remain somewhat volatile

 An area of concern for industry participants is the maturity
and saturation of the chocolate market

 Recovering growth as regards to general economic
conditions will likely combine with stable export growth to
support revenue growth
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High Profit vs. Sector Average

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Imports

  High Customer Class Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  Total health expenditure

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Sugar crash: Recovering economic growth will likely combine with stable
export growth to support more robust industry revenue

The Chocolate Production industry in Canada transforms raw material, such as cacao beans, sugar and milk, into a
variety of products including chocolate bars, stuffed chocolates and premium chocolate boxes. Over the five years to
2021, demand has been negatively affected by sluggish disposable income growth, increased health consciousness
and volatile input prices. However, the industry has benefited from greater demand for premium chocolates as well
as export growth. IBISWorld estimates that industry revenue will increase at an annualized rate of 1.1% to $2.5
billion over the five years to 2021 due to ongoing depreciation of the Canadian dollar and a subsequent increase of
exports. This includes revenue rising 2.9% in 2021 alone as the economy begins to shift toward recovery from the
COVID-19 (coronavirus) pandemic.

Profit over the past five years has been affected by volatile raw material prices, especially the price of cocoa. Most
cocoa beans come from West Africa, causing events in that region to affect global supply and subsequent purchase
prices. Falling cocoa prices during the period have relaxed industry costs; regardless of this, profitability has
suffered, with these difficulties compounded as a result of the pandemic. However, over the past five years, export
markets have done well. Since 2016, as the Canadian dollar has depreciated compared with the US dollar, causing
Canadian exports of chocolate to other countries to fare well. The United States is the main destination for Canadian
chocolate exports, with the premium boxed chocolate variety being the most popular export.

Moving forward, recovering growth as regards general economic conditions will likely combine with stable export
growth and weakened import growth to support more robust industry revenue growth compared with the current
period. Revenue is forecast to increase an annualized 2.0% to $2.7 billion over the five years to 2026. Meanwhile,
volatile cocoa prices are anticipated to keep profit at bay, with industry profit, measured as earnings before interest
and taxes, accounting for 13.1% of revenue in 2026, down from 13.5% in 2021. Operators will likely to respond to
these challenges by focusing on higher value products that are currently popular with the market, including artisan
chocolates and healthy organic and dark chocolates. This growing niche market is also an opportunity for new
enterprises to enter the industry and increase competition.
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Industry Performance

Key External
Drivers

Per capita disposable income

Per capita disposable income represents consumers' ability and likelihood to purchase nonessential items, such as
chocolate. High disposable income also motivates consumers to switch to purchasing premium varieties of
chocolate, boosting industry profit. In 2021, per capita disposable income is anticipated to decrease, though only
marginally, nevertheless representing a potential opportunity for the industry.

 

World price of cocoa

Cocoa is the primary ingredient in chocolate production. Rising world cocoa prices raise the purchase cost for
operators; moreover, since operators are generally unable to pass the full cost increase onto consumers, they incur
profit losses. The world price of cocoa is expected to increase in 2021.

 

Total health expenditure

As consumers become more health conscious, they turn away from confectionery products, such as chocolates and
candy. As total health expenditure rises, consumers are less likely to demand sugary desserts. Total health
expenditure is anticipated to grow in 2021.

 

Canadian effective exchange rate index

Over half the industry's revenue is derived from exports. The level of exports is partly determined by the strength of
the Canadian dollar against its trading partners' currencies. As the Canadian effective exchange rate (CEER) index
rebounds from a dismally low period, exports will likely remain inexpensive in international markets, sustaining
demand. The CEER index is expected to increase in 2021.

 

World price of sugar

Sugar is a major ingredient in chocolate production. Rising world sugar prices raise the purchase cost of operators;
moreover, since operators are generally unable to pass the full cost increase onto consumers, they incur profit
losses. The world price of sugar is expected to increase in 2021, posing a potential threat to the industry.
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Current
Performance

The Chocolate Production industry in Canada processes chocolate from
cacao beans and purchased chocolate products for consumption in
domestic and export markets.

Popular products include chocolate bars and boxed chocolates, and are typically sold to wholesalers and retailers
for distribution to end markets. Over the five years to 2021, industry performance has been tempered by volatility
regarding commodity price fluctuations as well as the COVID-19 (coronavirus) pandemic of 2020 and 2021.
However, demand from international consumers with a sweet tooth, particularly in the United States, has helped
buoy revenue during the majority of the period, leading to aggregate growth overall. IBISWorld consequently
estimates that industry revenue has grown at an annualized rate of 1.1% to $2.5 billion over the five years to 2021
due to a depreciating Canadian dollar and enhanced export performance. This includes revenue rising 2.9% in 2021
alone.

DOMESTIC MARKETS

The level of disposable income affects both the total quantity of chocolate
purchases and the type of chocolate purchased.

Since chocolate is a discretionary expenditure, consumers are less likely to buy it when unemployment is high and
disposable income is depressed. More importantly, consumers who are unemployed or have low disposable
incomes are likely to switch to inexpensive and generic brands of chocolate. This switch has negative implications
for industry operators for two reasons. First, generic chocolate products sell at a lower price, minimizing the profit
earned on sales. Second, since more competitive producers abroad can operate and sell at lower costs, imports are
very competitive in the generic chocolates segment of this industry. Therefore, a switch to generic chocolates
generally exacerbates import penetration within the industry and squeezes operators out of the domestic market.

Disposable income in Canada has grown at an annualized rate of 1.6% over the five years to 2021. Due to this slow
growth in disposable income, prevented from more robust growth by the coronavirus pandemic, which also caused a
decrease in consumer spending in 2020, consumers have turned to more affordable imported chocolate, and as a
result, revenue from the domestic market has been constrained. Industry imports are expected to increase at an
annualized rate of 6.1% to $2.6 billion over the five years to 2021. As a result, imports are expected to fulfill 96.7%
of domestic demand in 2021 and are expected to come from an assortment of countries, including the United States
and the Ivory Coast, which has the world's largest reservoir of cacao beans.

EXPORT MARKETS

International trade also works in favour of industry operators, with
exports growing at an annualized rate of 1.9% to $2.4 billion over the five
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years to 2021.

Consequently, industry exports are expected to generate an estimated 96.4% of industry revenue in 2021,
constituting the largest market for operators. Most exports are destined for the United States. As incomes improve in
the United States, consumers have increasingly favoured premium brands, and as a result, premium boxed
chocolates are currently the most popular export to the United States. Finally, exchange rate movements have aided
export growth. As the Canadian dollar becomes weaker compared with the US dollar, the industry's Canadian
products become more affordable for US consumers. The Canadian dollar is expected to remain low compared with
the US dollar in 2021, boosting exports. The Canadian effective exchange rate index is expected to decline at an
annualized rate of 0.1% over the five years to 2021.

VOLATILE PROFIT

Due to the high value added throughout the steps of the manufacturing
process, the industry's chocolate producers have traditionally benefited
from high profit.

Additionally, operators have also been aided by stable demand for chocolates at home and abroad. The industry
remains diluted, with the top four players generating 36.0% of industry revenue in 2021. To take advantage of these
opportunities, more operators have entered the industry. IBISWorld expects the number of enterprises to increase at
an annualized rate of 4.2% to 403 companies over the five years to 2021. Most notably, some entrants are carving
niche markets for themselves in the increasingly popular areas of handmade gourmet chocolates and healthy
organic chocolates. Amid increasing enterprise numbers, the number of employees is expected to increase at an
annualized rate of 4.5% to 7,623 workers over the five years to 2021.

Nevertheless, raw material costs affect profit and have kept profitability volatile over the past five years. Overall, the
world price of cocoa has declined at an annualized rate of 3.4% over the five years to 2021. In addition to this, the
world price of sugar has declined at an annualized rate of 4.2% over the five years to 2021. As a result, volatile input
costs, especially amid the coronavirus pandemic, have caused total industry profit, measured by IBISWorld as
income before interest and taxes, to decrease from 17.0% of revenue in 2016 to 13.5% of revenue in 2021.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World Price
of Cocoa

($ per
kilogram)

2012 1,712 467 267 259 1,911 1,190 1,282 144 1,804 2.39
2013 1,761 479 295 287 2,628 1,270 1,367 176 1,858 2.44
2014 2,152 679 312 303 3,613 1,480 1,552 214 2,224 3.06
2015 2,313 799 320 310 4,968 1,953 1,825 268 2,185 3.14
2016 2,348 714 338 328 6,117 2,180 1,963 273 2,131 2.89
2017 2,225 633 370 360 4,639 2,080 1,864 272 2,009 2.03
2018 2,367 728 388 378 6,480 1,991 1,820 361 2,196 2.29
2019 2,465 835 376 366 6,890 2,216 1,838 382 2,087 2.34
2020 2,409 674 398 388 7,187 2,335 1,880 394 1,954 2.38
2021 2,479 798 413 403 7,623 2,390 2,639 415 2,729 2.43
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Industry Outlook
Outlook The Chocolate Production industry in Canada is expected to grow over

the five years to 2026, benefiting from ongoing demand for chocolate,
particularly premium varieties, while also grappling with increased import
penetration.

Furthermore, a climate of general economic recovery as the Canadian economy surpasses the worst effects of the
COVID-19 (coronavirus) pandemic of 2020 and 2021 is estimated to be conducive to more robust revenue growth
during the outlook period compared with the current period. Consumer spending is anticipated to rise while exports
to the United States and other countries will likely remain at stable growth. Due to the major shocks to the world
supply of cocoa beans, the price of cocoa is forecast to increase steadily over the next five years. Overall, the
industry is expected to grow at an annualized rate of 2.0% to $2.7 billion over the five years to 2026.

STABILIZING DEMAND

Disposable income for Canadian consumers is expected to improve at an
annualized rate of 0.6% over the five years to 2026, spurring demand for
chocolates and prompting some consumers to switch to premium brands.

Still, much of this demand will likely be satisfied by imports. IBISWorld expects imports to rise at an annualized rate
of 4.5% to $3.3 billion over the five years to 2026. Consequently, imports will likely meet 96.9% of all domestic
demand in 2026 for chocolate and are expected to squeeze numerous operators out of the market.

Meanwhile, a slight uptick in the value of the Canadian dollar is expected to keep export growth fairly stable over the
next five years. As the Canadian dollar begins to rise slowly, Canadian goods will likely become less affordable in
global markets, including the United States. Therefore, IBISWorld expects export growth to slow slightly, growing at
an annualized rate of 1.9% to $2.6 billion over the five years to 2026. However, exports will likely remain the largest
market for industry operators, with the United States receiving the majority share due to its large and consumerist
population.

INPUT PRICES

Over the next five years, raw material prices are expected to remain
somewhat volatile, raising purchase costs for the average chocolate
producer.

The global supply of cocoa beans is expected to grow faster than global demand; as a result, the world price of
cocoa is expected to increase an annualized 2.2% over the five years to 2026. Additionally, the world price of sugar
is expected to decline slightly, but remain inherently volatile nonetheless.

Most small- and medium-sized operators do not have the sophisticated financial instruments for hedging purchase
costs by fixing them at a base price. As a result, rising and falling raw material prices are expected to directly affect
purchase costs. With high competition for domestic and export markets, these operators will likely be unable raise
prices, and thereby channel cost increases downstream due to fear of compromising demand. Overall, industry
profit, measured as earnings before interest and taxes, is expected to marginally fall, accounting for 13.1% of
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revenue in 2026.

The major players in this industry, including Ferrero International SpA, the Hershey Company and Mars Inc., have
the opportunity to hedge some of their costs and avoid the transmission of world prices to purchase costs. In
addition, these players benefit from brand recognition and potentially loyal customers, and can thus more easily
pass on commodity price hikes by charging higher prices without hurting demand.

SATURATED INDUSTRY

Another area of concern for industry participants is the maturity and
saturation of the chocolate market.

Chocolate products are nothing new, and sluggish demand conditions will likely limit growth in the industry. In
addition, high purchase costs and stagnant profit have diminished the appeal of entry into the industry and have
even squeezed some incumbents out. Even so, IBISWorld expects the number of companies to increase slightly at
an annualized rate of 3.1% to 469 operators over the five years to 2026. This increase indicates that room for
expansion in the industry is tight and that revenue growth is increasingly reserved for major players.

Meanwhile, as the industry seeks to address increased demand, IBISWorld expects the number of employees to
rise at an annualized rate of 3.4% to 9,029 workers over the five years to 2026. During the outlook period,
manufacturers do have some avenues for growth. Artisan chocolates, bite-sized options and low-calorie items, for
instance, have gained popularity with downstream consumers. Chocolatiers can consequently continue developing
and perfecting these products, cashing in on strengthening downstream demand.

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 Cocoa  ($

per kilogram)
2021 2,479 798 413 403 7,623 2,390 2,639 415 2,729 2.43
2022 2,555 827 429 419 8,022 2,462 2,772 435 2,865 2.48
2023 2,604 846 443 433 8,305 2,507 2,918 449 3,014 2.53
2024 2,650 862 457 447 8,542 2,551 3,044 461 3,143 2.60
2025 2,690 878 468 458 8,828 2,588 3,167 475 3,268 2.65
2026 2,731 892 478 469 9,029 2,627 3,296 485 3,400 2.71
2027 2,772 906 491 482 9,230 2,665 3,428 495 3,535 2.77
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The number of industry participants is expected to grow more slowly over the 10 years to 2026

The industry’s product segments are well-defined

The industry's products are widely accepted in downstream markets

The Chocolate Production industry in Canada is well-established and experiences full market acceptance of its
products. Consequently, this industry is in the mature stage of its life cycle. IBISWorld projects industry value added
(IVA), which measures an industry's contribution to the overall economy, to increase at an annualized rate of 2.3%
over the 10 years to 2026. Meanwhile, Canadian GDP is forecast to grow at an annualized rate of 1.7% during the
same period. Although higher IVA growth typically depicts a growing industry, most of its characteristics place this
industry in the mature phase of its life cycle.

Structural aspects of this industry are more characteristic of maturity. The environment is not conducive to new
industry entrants or widespread expansion, with the number of industry establishments increasing more slowly over
the 10 years to 2026. Meanwhile, chocolate is widely accepted by consumers domestically and internationally, so
the industry is unlikely to experience a growth spurt in demand at any one point. Further, technological
advancements within the industry are uncommon. Most equipment changes and updates have already taken place,
leaving little room for improvement in the market. In fact, IBISWorld anticipates a move toward handcrafted artisan
chocolate and confectionery products to take place over the five years to 2026, limiting investments in technology.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Candy Production in Canada

Cereal Production in Canada

Grocery and Related Product Wholesalers In Canada

Baking Mix & Prepared Food Manufacturing in Canada

Cookie, Cracker & Pasta Production in Canada

Snack Food Production in Canada

Ice Cream Production in Canada

2nd Tier

Accommodation and Food Services In Canada

Florists in Canada

Supermarkets & Grocery Stores in Canada

Convenience Stores in Canada

Specialty Food Stores in Canada

Gas Stations with Convenience Stores in Canada

Warehouse Clubs & Supercentres in Canada

Key Selling Industries
1st Tier

Margarine & Cooking Oil Processing in Canada

Dairy Product Production in Canada

Syrup & Flavouring Production in Canada

Sugar and Confectionery Product Manufacturing In
Canada

2nd Tier

Fruit & Nut Farming in Canada

Support Activities for Crop Production In Canada

Industrial Supplies Wholesaling in Canada

Dairy Farms in Canada

Products & Services

  CHOCOLATE BARS

Chocolate bars account for the largest share of revenue regarding the
Chocolate Production industry in Canada, generating an estimated 36.5%
of revenue for the domestic industry.

This segment comprises a variety of chocolate bars that includes cocoa, butter, milk and sugar. The relative
proportions of these inputs differentiate the types of chocolate used in the bar as milk, dark or white chocolate.
Some bars also contain different fillings, including nougat, fudge, wafers, fruit and nuts. Candy bar manufacturers
use different ingredient combinations for product innovation.

Over the five years to 2021, the proportion of revenue generated by chocolate candy bar sales has declined slightly.
However, demand for certain types of candy bars has risen. For example, the growing demand for organic products
has increased the number of products that are marketed that way.

BLOCK CHOCOLATE
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IBISWorld estimates that block chocolate accounts for 12.0% of industry
revenue in 2021.

This segment includes solid chocolate blocks made for both immediate consumption and as an ingredient to melt
down to make desserts and specialty chocolate products, such as Easter and Christmas treats. Block chocolate
types include milk, dark and white chocolate. This segment has increased over the five years to 2021. Similar to the
chocolate bar segment, the organic and fair-trade chocolate block sub-segments have particularly grown as
consumers have become more health conscious. Producers can make chocolate that consumers perceive as
healthier by using organic ingredients. Another reason for these products' rising popularity is increased ethical
awareness for the fair-trade practice.

BOXED CHOCOLATES

Boxed chocolates, which are usually marketed as premium products to be
given as gifts, are estimated to account for 12.3% of revenue in 2021.

Boxed chocolates mainly include an assortment of milk, dark and white chocolate varieties that may contain centres
or fillings, such as cherry, nougat, fudge, nuts and creams.

Sales for boxed chocolates are volatile during the year because they are typically seasonal. Most consumers tend to
purchase these products during holidays, such as Valentine's Day, Easter and Christmas; boxed chocolate sales
tend to slow down or stagnate during noncelebratory periods. Consequently, boxed chocolates have generated a
falling share of revenue over the five years to 2021. Boxed chocolates are the most popular industry export,
generating over one-third of industry export revenue and abetted by rising demand in the United States for premium
products.

OTHER CHOCOLATE-BASED CONFECTIONERY

Other confectionery products that are manufactured from cocoa are
expected to account for the remaining 39.2% of revenue in 2021.

These products include seasonal or specialty treats, such as Easter eggs, chocolate-covered nuts and fruit, pralines,
spreads, syrups, fudge and other unique chocolate confectioneries.

Demand
Determinants

A variety of factors are responsible for changes in the Canadian
consumption of chocolate, which, in turn, influence demand for the
Chocolate Production industry in Canada.

One of the most important drivers is the level of consumer disposable income in Canada. Consumers are likely to
increase their spending on discretionary goods when they have more spending money. Furthermore, an increase in
disposable income also prompts consumers to purchase higher priced premium chocolates. Chocolate displayed in
stores at strategic locations, such as checkout aisles and vending machines, can also trigger impulse purchases;
this has a positive effect on demand as it improves product visibility and accessibility.

Demand for chocolate is also affected by consumer health trends. Consumers have become more health conscious
over the five years to 2021. As a result, they have become increasingly wary of eating foods that are high in sugar,
fat and calories. To combat the unhealthy perception, producers have developed healthier products that wholesalers
are selling successfully, such as organic chocolate.

Demand for confectionery is also highly seasonal as consumption typically reaches its peak during holidays, such as
Easter, Valentine's Day and Christmas. While smaller occasions prompting chocolate and candy confectionery
sales, such as anniversaries, occur throughout the year, demand typically spikes during major holidays.
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Major Markets

  EXPORT MARKETS

Export markets for the Chocolate Production industry in Canada are
expected to generate 96.4% of total industry revenue in 2021, having
grown during the five-year period.

The neighbouring United States accounts for nearly all Canadian chocolate exports (90.3%) due to its proximity to
Canada and its participation in the North American Free Trade Agreement (NAFTA) and the recently ratified United
States-Mexico-Canada Agreement, the successor agreement to NAFTA. The United States also boasts a very large
and consumerist population with a sweet tooth. In addition, demand from US consumers benefits from a strong US
dollar and weak Canadian dollar, which makes Canadian exports more affordable. Premium boxed chocolates are
the most popular export products, accounting for about one-third of all exports. This is a boon to industry operators
since premium boxed chocolates command high selling prices.

CONFECTIONERY WHOLESALERS

Confectionery wholesalers are expected to account for 1.8% of industry
revenue in 2021.

Wholesalers supply the industry's products to supermarkets, convenience stores, drug stores, discount stores and
other specialty stores. This market represents the most important link in the supply chain because selling chocolate
products in large volumes makes them the most resourceful and cost-efficient sales channel for industry producers.
However, retailers have increasingly bypassed wholesalers and have used online ordering systems to purchase
directly from producers to cut out the middleman's added transaction costs. This factor has caused demand from
this segment to decline slightly as a share of revenue over the five years to 2021.

SUPERMARKETS AND GROCERY STORES

Supermarkets and grocery stores are expected to account for 1.6% of
revenue in 2021.

This channel serves as the most important supplier to the final consumer because most consumers frequent grocery
stores for food-buying needs. Furthermore, large supermarkets with significant buying power can purchase
chocolate products directly from the manufacturer. The development of online ordering systems and e-commerce
has facilitated this process and has caused this segment to increase as a proportion of revenue over the past five
years.

SPECIALTY RETAILERS

Specialty retailers are expected to account for 0.2% of industry revenue in
2021.

Specialty retailers include (but are not limited to) bakeries, cafes or specialty chocolatiers that purchase chocolate
confectionery as ingredients for their kitchens or to be resold as final products. This segment's share of revenue has
decreased over the five years to 2021 compared with growth in other segments. As a result, it became more
affordable for downstream industries in this segment to produce their own goods rather than purchase them from
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other industry operators.

International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Increasing

Exports

Exports are the largest market for the Chocolate Production industry in Canada's products, generating 96.4% of
industry revenue in 2021. The United States accounts for nearly all Canadian exports of chocolate, at 90.3% of
exports in 2021. This factor is due to the extensive size of the US consumer market and rising appetite in the United
States for premium chocolates. Exports to the United States have also been aided by a depreciating Canadian dollar
over the five years to 2021, raising US consumer purchasing power vis-a-vis Canadian goods. Thus, exports have
risen at an annualized rate of 1.9% to $2.4 billion over the five years to 2021.

Imports

Imports of chocolates are also high and rising, fulfilling 96.7% of domestic demand in 2021. While the industry
exports a significant amount of premium boxed chocolates, the domestic market largely imports chocolate candy
bars, both generic low-priced bars and more expensive brand names. The United States is expected to account for
58.8% of imports in 2021 due to its geographic proximity to Canada and its participation in the North American Free
Trade Agreement and its recently ratified successor agreement the United States-Mexico-Canada Agreement, which
reduces trade barriers. Canada also imports chocolate from the Ivory Coast, which is the world's largest producer of
cocoa, and from Italy, Australia and Mexico. Imports have risen at an annualized rate of 6.1% to $2.6 billion over the
five years to 2021.
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Business
Locations

  Establishments in the Chocolate Production industry in Canada are largely located close to large city markets for easy
serviceability. Consequently, industry revenue is concentrated in provinces with the highest population counts, which include the
Canadian provinces of Ontario, Quebec and British Columbia. Further, high transportation costs require operators to strategically
locate themselves close to sources of key inputs, such as fruit and nut farmers.

Quebec and Ontario, which account for the largest share of the Canadian population, hold most of industry establishments with
39.4% and 34.4%, respectively in 2021. British Columbia follows with 16.6% of industry establishments in 2021. All other
provinces account for less than 5.0% of establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Chocolate Production industry in Canada exhibits a low degree of concentration, with the top four players
accounting for an estimated 36.0% of revenue in 2021. Concentration has increased over the past five years, as
acquisition activity among the largest players has increased. For example, Mondelez International Inc., formerly part
of Kraft Foods Group Inc., did not become a major player until it acquired Cadbury just prior to the start of the
current period, which significantly increased its industry-specific revenue. Similarly, the Hershey Company acquired
Brookside Foods Ltd. in January 2012. However, small players account for most of revenue and are numerous and
increasing, servicing local and regional markets. Over the past five years, increased entry by small- and mid-sized
operators seeking to capitalize on high profit has kept the industry fragmented and its concentration subdued from
reaching higher levels. Over the five years to 2026, IBISWorld expects market share concentration to rise to
moderate. Volatile world cocoa prices will likely squeeze industry profit, discouraging entry and encouraging exit of
the less profitable operators. The major players, with global networks and significant economies of scale, will likely
be better able to contain costs and to generate a rising share of total industry revenue.

Key Success
Factors

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

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.

Effective product promotion:
Given the saturation of the snack and candy market, marketing strength is important for companies manufacturing
chocolate confections.

Supply contracts for key inputs:
Companies that have reliable contracts with key raw material suppliers can reduce supply volatility as they have
guaranteed supplies at fixed prices, which minimizes cost spikes and aids production planning.

Ability to pass on cost increases:
Given the volatility of cocoa prices and high purchase costs, the ability to pass on cost increases is important to
maximize profit.

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

  Profit

This industry is characterized by high profit due to the high value added
by the manufacturing process; chocolate producers transform raw
material including cocoa beans, sugar cane and milk into a variety of
products and delicacies. Still, profit has fluctuated widely over the past
decade due to the volatility of raw material prices. In the event of rising
raw material costs, operators are generally unable to pass on the cost
increase in full to downstream buyers, owing to the competitiveness of
the industry. Therefore, an increase in raw material costs usually cuts
into profit. Conversely, falling input costs enable operators to reap a
higher profit at the same selling price.

Over the five years to 2021, the world price of key inputs in the
production of chocolate, which include cocoa, sugar and natural gas,
have been volatile. The world price of sugar decreased at an
annualized rate of 4.2% over the five years to 2021, while the world
price of cocoa decreased at an annualized rate of 3.4% during the
period. Dramatic decreases among input prices have caused operating
profit, measured by IBISWorld as income before interest and taxes, to
be volatile over the past five years, ultimately decreasing from 17.0% of
revenue in 2016 to 13.5% in 2021, with this decrease compounded by
the ongoing COVID-19 (coronavirus) pandemic.

Notably, profit for major players is somewhat shielded from this
volatility. This is because most global chocolate producers, such as the
Hershey Company and Nestle SA, hedge their input costs in the
financial markets. Still, hedging is not widely used by the remainder of
small-scale operators that dominate the industry.
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  Wages

Wages are expected to account for 16.7% of industry revenue in 2026.
Growth in wages is expected to fall slightly over the five years to 2026
as operators try to cut costs and boost profit. Increased automation of
production and labour productivity makes this possible, as does
reversion to part-time employment in some cases.

 

  Purchases

Purchases represent the largest cost category for the industry,
accounting for an estimated 50.9% of revenue in 2021. Purchases
primarily include key inputs, such as cocoa beans, sugar, milk, cream,
flavouring, syrups, fruit, nuts, preservatives and packaging materials.
The price of these inputs is largely determined on world markets and
depends on global supply and demand conditions; therefore, purchase
costs can be highly volatile. For example, the price of cocoa has been
fluctuated over the five years to 2021. Still, the largest players are
usually able to pass these costs downstream, mitigating effects. Moving
forward, purchase costs are expected to rise as global demand for
cocoa outstrips global supply, increasing raw material prices.

 

  Marketing

Marketing accounts for 2.0% of revenue in 2021 and is meant to
differentiate largely homogenous chocolate products in a highly
competitive market. Additionally, large global players rely on brand
recognition to protect market share and maintain high profit, thus these
operators tend to incur higher marketing costs as they run national
campaigns rather than running campaigns only in local markets.
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  Depreciation

Depreciation costs, which capture expenditure on fixed capital, are
expected to account for 1.9% of industry revenue in 2021. These
include the cost of renovating and upgrading manufacturing facilities
and equipment.

 

  Rent

Rent is expected to account for 4.0% of revenue in 2021.

 

  Utilities

Utilities are expected to account for 1.5% of revenue in 2021.

 

  Other Costs

Other costs are expected to account for the remaining 9.4% of industry
revenue in 2021 and include distribution, packaging and research and
development.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  Operators in the Chocolate Production industry in Canada experience
competition from other companies within the industry and operators in
other industries, including those that make alternative snacks and
confections.

IBISWorld analysis suggests that competition is high and increasing.

INTERNAL COMPETITION

Industry operators largely compete on price.

However, price sensitivity varies between product segments. For example, gourmet chocolate sells for a high price,
whereas chocolate candy bars are relatively more affordable. Although the market is dominated by well-established
brand names, consumers are price sensitive and easily switch their preferences to a lower priced substitute.

In general, the quality of a product or perceived quality of a brand determines the price consumers are willing to pay
for it. The quality of chocolate products is determined based on its taste, colour and texture. Although the industry is
dominated by brand name chocolates from major players, there are several gourmet chocolatiers that appeal
specifically to consumers who indulge in premium chocolates.

Developing and maintaining strong relationships with downstream buyers is also critical to competition. Large
operators generally have the most influence with stores, which enables their products to receive optimal shelf space
and maximizes retail sales. Conversely, some premium producers may choose to only stock their products in
gourmet or specialty chocolate stores and cafes to enhance the image of an expensive or exclusive product.
Another way that industry players benefit from supplier relations is through branding and promotional strategies.
Major players, such as Mars Inc. and the Hershey Company, consistently engage in promotional activities, such as
mass media advertisements, in-store displays and giveaway contests.

Producers within the industry compete through product innovation to differentiate their brand from others. Changing
consumer tastes and dietary trends have caused producers to be innovative with packaging, marketing and
labelling. The rapid rise of reduced sugar, organic and dark chocolate products that promote health benefits is one
such result of the changes. Consequently, producers must distinguish themselves for consumers to recognize
different products.

EXTERNAL COMPETITION

Chocolate producers experience competition from alternatives produced
by companies in the Candy Production industry in Canada (IBISWorld
report 31134CA) and the Cookie, Cracker and Pasta Production industry in
Canada (31182CA).

These operators produce a variety of confections, including hard candies, cookies and other confectionery products
that are not made of chocolate. Competition is partially based on personal taste, as some consumers prefer treats
that are not made of chocolate. These candies may also be easier to transport and require less special handling
because they do not include chocolate, which is sensitive to temperature and melts easily.
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Barriers to
Entry

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

  The Chocolate Production industry in Canada exhibits
medium and steady barriers to entry. The biggest threat
affecting new entrants is the industry's current major
players. These multinational companies have strong
product portfolios and experience high levels of brand
loyalty. They also have large marketing budgets, which
enable them to invest in advertising across a range of
media outlets that are inaccessible to new entrants.
Furthermore, major players benefit from favourable
contracts with key downstream buyers that are difficult for
new entrants to secure. These factors may hamper the
success of a new entrant.

Larger companies typically experience low per unit costs
because they can spread production costs over a greater
number of products. Combined with high levels of
investment in technology and equipment, larger
companies are also able to produce more efficiently.
Nevertheless, newer entrants have been able to establish
themselves within the industry. Most of these new
entrants have entered the low-priced, nonbranded market.
Other smaller players managed to carve out regional
market niches, reducing direct competition from major
players.

Barriers to Entry Checklist

Competition High  

Concentration Low  

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 Chocolate Production industry in Canada is characterized by a high level of globalization. In 2021, exports are
expected to generate 96.4% of industry revenue, while imports fulfill an estimated 96.7% of domestic demand. Both
exports and imports have risen over the five years to 2021, helped by increasing demand for chocolates domestically and
abroad. Export growth has been further aided by a depressed Canadian dollar vis-a-vis the United States, which receives
most industry exports, and by growing global demand for premium boxed chocolates.

The industry's ownership structure is also highly global. All five major players are based outside Canada, including three
in the United States. These companies, and many others in the industry, have production and sales facilities in multiple
continents. For example, Nestle SA owns and operates over 500 factories in over 189 countries. Similarly, Mars Inc. sells
its products in over 73 countries, with manufacturing facilities located across five continents.
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Major Companies

Major Players Ferrero Canada Ltd.

Market Share: 11.5%

Brand Names Ferrero Rocher, Nutella, Kinder

  Founded in 1946 in Italy, Ferrero SpA (Ferrero) is a family-owned and -operated global manufacturer of chocolate
and confectionery products. The company operates 25 production facilities across 55 countries and has expanded
into emerging markets to accommodate growing demand for confectionery products in these regions. Over 35,000
employees worldwide manufacture and distribute a range of brands, including Kinder, Rocher, Nutella, Raffaello,
Mon Cheri, Giotto, Rondnoir and Tic Tac, although the company's most famous product is arguably the Ferrero
Rocher chocolate brand. The company also produces chocolate-covered snack cakes, wafers, candy bars and
creme-filled eggs under the Kinder brand name.

Most Ferrero's products are chocolates; however, they are highly differentiated and appeal to a diverse customer
base. For example, the Rocher range of premium chocolates is targeted to affluent consumers and is often given as
a gift during the holidays. However, Kinder chocolates are more moderately priced and are targeted at children and
intended for more regular consumption. Furthermore, the company has introduced several brand extensions in
recent years to expand its consumer base and drive consumer loyalty. For instance, Nutella & Go was added to the
Nutella product line to appeal to consumers who prefer single-portion snacks for consuming on the go.

Launched in 1974, Ferrero Canada Ltd. (Ferrero Canada) is the subsidiary responsible to Ferrero's industry-relevant
operations. The company operates a large-scale facility in Brantford, ON, which has recently been complemented by
a new 46,451.5-square-metre (500,000.0-square-foot) warehousing and distribution centre. Ferrero Canada
employs an estimated 850 people at the Brantford facility.

Financial performance

Ferrero is privately owned, and therefore, only limited financial information is available. Still, most of the company's
operations are industry relevant, the exception being the company's drinks, Tic Tac and sugar confectioneries
segments. IBISWorld expects Ferrero's industry-relevant revenue from chocolate production in Canada to increase
at an annualized rate of 4.3% to $285.6 million over the five years to 2021. This increase is owed partly to growing
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sales of Kinder Joy and Raffaello. Premium-priced Ferrero Rocher products have also helped bolster revenue.
Operating profit, measured as income before interest and taxes, is expected to reach $11.3 million in 2021.

 
Ferrero Canada Ltd. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change) Operating Profit
Growth

(% change)
2016 230.9 N/C 14.0 N/C
2017 234.9 1.8 11.7 -16.2
2018 265.8 13.2 11.6 -0.9
2019 273.5 2.9 13.8 18.5
2020 276.9 1.3 8.4 -39.1
2021 285.6 3.1 11.3 34.9

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from EUR to USD); **Year-end August

Nestle Waters Canada Inc.

Market Share: 7.6%

Brand Names Kit Kat, Aero, After Eight, Butterfinger,
Rolo, Crunch

  Nestle SA (Nestle) is a Switzerland-based multinational company and one of the world's largest food producers.
Nestle manufactures a range of chocolate, confectionery, beverage, dairy and pet food products that are sold across
all major continents. The company also employs 273,000 people in 186 countries. Nestle organizes its operations
into three geographic zones, which includes Europe, Middle East and North Africa; Americas; and Asia, Oceania
and sub-Saharan Africa. Nestle generated an estimated $120.4 billion in total revenue in 2020 (latest data
available).

Nestle operates in seven segments, which includes powdered and liquid beverages, water, milk products and ice
cream, nutrition and healthcare, prepared dishes and cooking aids, confectionery and pet care. Nestle participates in
the Chocolate Production industry in Canada through its confectionery segment, which accounts for almost 10.0% of
company revenue; chocolate accounts for an estimated three-quarters of revenue in that segment. Chocolate
brands produced by Nestle include Kit Kat, Crunch, Butterfinger and Aero.

Financial performance

Based in Switzerland, the company reports its annual financial data in Swiss Francs. However, revenue has been
converted to Canadian dollars, and therefore, fluctuations in the exchange rate influence the financial performance
of this company. Nestle operates five local production facilities in Canada. Nestle's industry-specific revenue has
grown an annualized 1.2% to $189.2 million over the five years to 2021. The company now relies on product
innovation to boost growth. For example, launching bite-sized versions of popular chocolate items, such as
Butterfinger Snackerz and Kit Kat Bites. Nestle has also increasingly focused on the premium market for dark
chocolates sold exclusively through Nespresso boutiques. These steps have helped keep profit, measured as
income before interest and taxes, high; to this end, operating profit is expected to grow an annualized 3.3% to $32.1
million during the period.

 
Nestle SA (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 178.3 N/C 27.3 N/C
2017 182.2 2.2 30.0 10.1
2018 180.4 -1.0 27.2 -9.4
2019 186.7 3.5 27.6 1.4
2020 189.2 1.3 31.9 15.8
2021 189.2 0.0 32.1 0.5

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from CHF to CAD)
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Mars Inc.

Market Share: 7.0%

Brand Names Snickers, 3 Musketeers, Dove

  Mars Inc. (Mars) was founded in 1911 and has since grown into a global manufacturer of confectionery, pet food
and beverage products. Headquartered in McLean, VA, the company services over 73 countries across five
continents and owns many of the most iconic brands in the Canadian Chocolate Production industry, including
M&M's, Twix and Snickers. Mars employs over 115,000 workers worldwide, including more than 16,000 workers
within its chocolate segment. Moreover, Mars Chocolate is headquartered in Mount Olive, NJ, and produces 29
brands across 21 countries.

Mars operates in six segments, which includes chocolate, pet care, Wrigley, food, drinks and Symbioscience. The
company participates in the domestic Canadian industry through its chocolate segment, which manufactures and
distributes brands including M&M's, Dove, Snickers, Milky Way and Twix. Within Canada, the company operates a
total of four large-scale manufacturing facilities, and these include the Mars Canada Inc. facility in Bolton, ON, and
the Mars Chocolate facility in Newmarket, ON.

Financial performance

While financial information is limited due to the company being private, IBISWorld estimates that Mars' industry-
relevant revenue will grow at an annualized rate of 2.8% to $174.5 million over the five years to 2021. The company
has primarily experienced organic growth, supported by an increase in marketing efforts and new product
innovations. New chocolate products introduced over the past five years include the Snickers Peanut Butter
Squared chocolate bars. Growth in per capita disposable income over the five years to 2021 has enabled customers
to afford larger quantities of Mars chocolates or switch to higher-price purchases, which has ultimately bolstered
revenue. The company's operating profit, measured as income before interest and taxes, is expected to reach $23.6
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 152.2 N/C 26.0 N/C
2017 151.3 -0.6 21.6 -16.6
2018 163.7 8.2 22.2 2.6
2019 177.5 8.4 29.4 32.3
2020 176.4 -0.6 17.3 -41.2
2021 174.5 -1.0 23.6 37.0

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

The Hershey Company

Market Share: 6.7%

Brand Names Hershey's, Reese, Oh Henry, Brookside
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  The Hershey Company (Hershey) is the largest chocolate manufacturer in North America. Founded in 1894 and
headquartered in Pennsylvania, the company employs 15,200 full-time and 1,680 part-time workers. Although its
United States operations account for most of company revenue, Hershey markets its products in over 70 countries
worldwide, including Canada. In 2020 (latest data available), Hershey generated $8.1 billion in total revenue.

The company markets a variety of chocolate bars in Canada, including Hershey's bars, Oh Henry candy bars,
Reese's Peanut Butter Cups and Hershey's Kisses. In addition to its traditional chocolate confectionaries, Hershey
has started marketing goods aimed toward health-conscious consumers. For example, Hershey's Simple Pleasures
contain 30.0% less fat than other milk chocolates. Hershey also markets confectionary that is not made of chocolate
in Canada, including Jolly Rancher candy and Twizzlers, which are excluded from its industry-relevant operations.
The company mainly sells its products to confectionery wholesalers and directly to grocery stores and supermarkets.

Hershey uses acquisitions to grow its market share. In January 2012, the company acquired Brookside Foods Ltd.
(Brookside), a Canadian confectionery producer that serves Canadian and US markets. At the time of the
acquisition, Brookside generated an estimated $90.0 million in annual sales. At the end of 2017, Hershey agreed to
buy Amplify Snack Brands Inc. (Amplify), owner of SkinnyPop, for $1.2 billion. However, not all has been positive for
the company; following years of investigation by the Competition Bureau, Hershey was fined $5.3 million for price
fixing in June 2013.

Financial performance

Hershey Canada Inc. (Hershey Canada) is the subsidiary responsible for Hershey's industry-specific Canadian
operations and is headquartered in Mississauga, ON. The company also has plants in British Columbia and Quebec.
Over the five years to 2021, Hershey Canada has experienced revenue and profit gains due to the positive influence
of its past acquisition activity. The 2012 acquisition of Brookside expanded its market reach and product portfolio,
and while it contributed to a slight decrease in revenue during the previous period from acquisition expenses, it led
to growth in the years following. The company has also launched new products to drive demand, including
Hershey's Simple Pleasures and Rolo Minis. New products have been paired with slightly higher selling prices for
the purpose of overcoming rising and volatile commodity costs. Overall, and including growth via acquisitions,
Hershey Canada's revenue is estimated to increase an annualized 1.2% to $164.9 million over the five years to
2021. Operating profit, measured as income before interest and taxes, is expected to grow at an annualized rate of
13.9% to $28.9 million during the same period.

 
The Hershey Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 155.5 N/C 15.0 N/C
2017 153.7 -1.1 16.0 6.5
2018 159.3 3.6 24.1 50.3
2019 167.2 5.0 24.1 0.0
2020 172.2 3.0 27.0 12.3
2021 164.9 -4.3 28.9 6.9

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

Other Companies The Chocolate Production industry in Canada has a low level of concentration. Consequently, major players that
retain over 5.0% industry market share are notable and multinational players with operations in Canada. The rest of
the industry's chocolate producers are small- to medium-sized companies that are based in Canada and service
narrow regional markets.

Mondelez International Inc.

  Market Share: 3.1%
  Founded in 1923, Mondelez International Inc. (Mondelez) is a multinational confectionery, food and beverage

company. Headquartered in Illinois, the company split off from Kraft Foods Group Inc. in October 2012 and now
consists of Kraft's former global snacking and food brands. The company employs over 80,000 people across the
world and produces 57 food and beverage brands. According to Consumer Goods Technology magazine, Mondelez
is one of the top 10 consumer goods companies. It is headquartered in Mississauga, ON, and has manufacturing
and distribution facilities located across Canada, and 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 products manufactured in Canadian facilities, reported within Mondelez's North America segment. The company
is expected to generate $77.1 million regarding its Canadian industry-relevant revenue in 2021, reflecting an
anticipated market share of 3.1%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Chocolate Production industry in Canada exhibits a
low to medium level of capital intensity, with the average
operator spending an estimated $0.11 on capital for every
$1.00 spent on labour in 2021. Manufacturing plants have
increasingly incorporated sophisticated technology into the
production process, reducing reliance on labour and
containing wage costs but incurring higher costs on fixed
capital.

Still, this average conceals discrepancies among individual
operators. Small- to medium-sized facilities typically spend
less on capital investment because they lack the resources
to invest in expensive technology and equipment. Thus,
small producers employ additional labour to increase
production volumes. Gourmet and specialty chocolate
producers also tend to be more labour intensive due to
their use of traditional methods of production that require
manual expertise. As a result, the industry's level of capital
intensity has decreased compared with 2016 levels.
However, over the five years to 2026, capital intensity is
expected to remain constant.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Medium Rate of
Innovation

Potential 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.

Very High Market
Concentration

Very 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 industry is adding new patent technologies at a rate in line with the average across all industries, which suggests a
stable addition of technology. However, the concentration of technologies is high. This creates the potential for innovation
outside the focus of industry leaders to gain traction.

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.

Technological disruption for the Chocolate Production industry in Canada has
been minimal.

Overall, technology has been a positive force for the industry due to its level of increasing automation. The process of
chocolate production has remained largely unchanged in recent years. Although technology has advanced at a rapid pace,
it has yet to disrupt the industry directly.

The level of technology change is    Medium

  The basic processes behind chocolate production, which is essential to the
Chocolate Production industry in Canada, have remained unchanged over the
five years to 2021.

Particularly, small operators work with a relatively low level of technology, other than kitchen equipment and a basic
computer tracking system. Conversely, large operators work with increasing technology to efficiently produce more product
per day. The changes that have occurred in recent years have resulted in increased automation and computer control,
especially regarding product quality. Production machines use exacting scientific precision instruments to regulate
temperatures, stabilize air moisture and humidity content and control the time intervals of each production run. Techniques
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for making chocolate have become increasingly mechanized, thus reducing the amount of labour required to undertake
these tasks.

Other technological developments relate to process automation and improved packaging. Packaging efficiency improved
with a variety of packaging equipment including collators, conveyors, spiral chutes, carton drops and automated case
packers. Similarly, other machines fill, wrap and package product to be shipped. The mechanized nature of the
manufacturing process also contributes to the industry's high standards of hygiene and sanitation. To ensure consistency in
health standards, factories regularly run quality tests, which show whether the process complies with the benchmarks
designed for each product. Technicians use labs to analyze every phase of chocolate preparation from raw materials to
finished products.

Despite the importance of automation in the production process, a small, but growing, segment of premium chocolate
producers has abandoned automation altogether. Some niche specialty chocolatiers make handcrafted chocolates and may
claim that each batch is different. While these specialty producers only account for a small segment of this industry, as
demand for handcrafted products grows in the future, more producers could forego using machines and automation in the
production process.

Revenue
Volatility

The level of volatility is    Medium

  The Chocolate Production industry in Canada has exhibited moderate revenue
volatility over the five years to 2021.

This is because while demand for chocolate, at home and abroad, has been relatively stable, input commodity prices have
not. Larger operators have kept their selling prices relatively steady despite fluctuating cocoa and sugar costs, choosing to
absorb some of the cost changes instead. Keeping selling prices relatively steady is integral to success in this highly
competitive and saturated market, even if it means occasional profit loss. However, smaller operators cannot afford to
absorb the costs.

Moreover, as an industry with exports comprising 96.4% of revenue in 2021, the fluctuations of the Canadian dollar with
respect to foreign currencies have led to fluctuations in revenue. IBISWorld expects revenue volatility to remain moderate
over the five years to 2026 due to the volatile commodity prices. Over the five years to 2021, industry revenue has
fluctuated an average of 6.4% year-over-year.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

Operators in the Chocolate Production industry in Canada are affected by
regulation, which varies by geographic regions and provincial standards.

Definitions are used to limit how marketing terminology is used by industry operators. For example, a company cannot
necessarily say that a cocoa-based product contains chocolate. Similarly, candy-coated chocolates cannot indicate that the
coating is made of chocolate if it is not; rather, the coating should be referred to as “chocolate flavoured,” “chocolate-like” or
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“chocolaty.” Definitions have also been set to indicate how much cocoa is needed for different types of chocolate, including
semisweet and sweet.

CANADIAN FOOD INSPECTION AGENCY

The Canadian Food Inspection Agency (CFIA), along with Health Canada,
oversees 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 one class of “novel foods.”
At the opposite end of the spectrum, CFIA also oversees the Organic Products Regulations, which require mandatory
certification for agricultural products represented as organic in international and inter-provincial 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.

CARTEL CRACKDOWN

While the rules of the game remain relatively unchanged, several operators
have recently experienced an increase in regulation.

Several large operators, including Nestle SA, Cadbury and Mars Inc., have recently been investigated by the Competition
Bureau for price fixing. The group of companies has experienced investigations going back to 2007, when Cadbury blew
the whistle to receive immunity. While not all has been settled, the Hershey Company admitted fault and paid a fine of
USD$4.0 million in June 2013.

Industry
Assistance

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

The Chocolate Production industry in Canada receives assistance via tariffs,
although key trading partners, such as the United States and Mexico, have
free-trade with Canada via the North American Free Trade Agreement and its
recently ratified successor agreement, the United States-Mexico-Canada
Agreement.

A tariff of up to 6.0% is in place on imports of cocoa-based products. However, the effects are negligible on industry trade,
as 63.2% of imports come from the United States and Mexico in 2021, which have no import duties.

No other formal assistance is provided to this industry, except indirect aid via industry associations. In particular, the
Confectionery Manufacturers Association of Canada (CMAC) is an organization representing confectionery industry
producers. Current members include local, regional, national and multi-national manufacturers and importers of chocolate,
sweets and chewing gum. The CMAC assists wholesale and retail members through regulatory, export and import
processes, and provides access to local, regional, national and international industry information.
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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 Cocoa ($

per kilogram)
2012 1,712 467 267 259 1,911 1,190 1,282 144 1,804 2.39
2013 1,761 479 295 287 2,628 1,270 1,367 176 1,858 2.44
2014 2,152 679 312 303 3,613 1,480 1,552 214 2,224 3.06
2015 2,313 799 320 310 4,968 1,953 1,825 268 2,185 3.14
2016 2,348 714 338 328 6,117 2,180 1,963 273 2,131 2.89
2017 2,225 633 370 360 4,639 2,080 1,864 272 2,009 2.03
2018 2,367 728 388 378 6,480 1,991 1,820 361 2,196 2.29
2019 2,465 835 376 366 6,890 2,216 1,838 382 2,087 2.34
2020 2,409 674 398 388 7,187 2,335 1,880 394 1,954 2.38
2021 2,479 798 413 403 7,623 2,390 2,639 415 2,729 2.43
2022 2,555 827 429 419 8,022 2,462 2,772 435 2,865 2.48
2023 2,604 846 443 433 8,305 2,507 2,918 449 3,014 2.53
2024 2,650 862 457 447 8,542 2,551 3,044 461 3,143 2.60
2025 2,690 878 468 458 8,828 2,588 3,167 475 3,268 2.65
2026 2,731 892 478 469 9,029 2,627 3,296 485 3,400 2.71

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World Price
of Cocoa

(%)
2012 3.08 6.40 -0.75 -1.15 4.94 4.29 -3.80 9.00 -2.61 -19.7
2013 2.85 2.69 10.5 10.8 37.5 6.66 6.57 22.1 2.99 1.96
2014 22.2 41.6 5.76 5.57 37.5 16.6 13.5 21.8 19.7 25.6
2015 7.46 17.8 2.56 2.31 37.5 32.0 17.6 25.2 -1.76 2.37
2016 1.51 -10.7 5.62 5.80 23.1 11.6 7.53 1.56 -2.48 -7.79
2017 -5.24 -11.3 9.46 9.75 -24.2 -4.59 -5.05 -0.30 -5.73 -29.8
2018 6.38 15.0 4.86 5.00 39.7 -4.27 -2.33 32.8 9.33 13.0
2019 4.13 14.7 -3.10 -3.18 6.32 11.3 0.98 5.90 -4.98 2.04
2020 -2.26 -19.3 5.85 6.01 4.31 5.36 2.29 2.98 -6.35 1.49
2021 2.90 18.3 3.76 3.86 6.06 2.35 40.4 5.43 39.6 2.22
2022 3.06 3.62 3.87 3.97 5.23 3.02 5.01 4.79 4.98 2.17
2023 1.88 2.32 3.26 3.34 3.52 1.82 5.28 3.21 5.22 2.12
2024 1.76 1.93 3.16 3.23 2.85 1.72 4.30 2.62 4.26 2.50
2025 1.52 1.86 2.40 2.46 3.34 1.47 4.04 2.99 4.00 2.03
2026 1.54 1.58 2.13 2.40 2.27 1.49 4.07 2.12 4.03 2.21

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 27.3 71.1 69.5 896 8.42 7.16 75,406
2013 27.2 73.6 72.1 670 10.00 8.91 66,971
2014 31.5 69.8 68.8 596 9.96 11.6 59,314
2015 34.6 83.5 84.4 466 11.6 15.5 54,026
2016 30.4 92.1 92.8 384 11.6 18.1 44,564
2017 28.4 92.8 93.5 480 12.2 12.5 58,590
2018 30.7 82.9 84.1 365 15.3 16.7 55,710
2019 33.9 88.1 89.9 358 15.5 18.3 55,486
2020 28.0 96.2 96.9 335 16.3 18.1 54,779
2021 32.2 96.7 96.4 325 16.7 18.5 54,454
2022 32.4 96.8 96.4 319 17.0 18.7 54,226
2023 32.5 96.8 96.3 313 17.2 18.7 54,064
2024 32.5 96.9 96.3 310 17.4 18.7 53,945
2025 32.7 96.9 96.2 305 17.6 18.9 53,761
2026 32.7 96.9 96.2 303 17.7 18.9 53,683

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

ConfectioneryNews.com
http://www.confectionerynews.com

International Cocoa Organization
http://www.icco.org

US National Confectioners Association
http://www.candyusa.com

Industry Jargon ARTISAN CHOCOLATE
Chocolate that is not made by machines, but rather, involves a high degree of human labour and craftsmanship.

CHOCOLATIER
A person or company that makes or sells chocolate.

COCOA
A powder made from cacao seeds used in chocolate.

DARK CHOCOLATE
Also known as “semisweet” or “bittersweet” chocolate. A form of chocolate produced by using mostly cocoa solids
and very little added milk and sugar, or no milk and added sugar at all.

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

PRALINE
A family of confections, usually made from nuts, sugar and syrup that are often made from chocolate.

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

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
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business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

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

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

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

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

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

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

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

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

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

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

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

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



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

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

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