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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 Frozen Food Production industry in Canada is expected to decrease 1.0% in 2021, after growing
in 2020 due to surging demand for less perishable food products. For more detail, please see the Current
Performance chapter.

· A decline in leisure time in 2021 is expected to benefit operators by making convenience a more important factor
for consumers. For more detail, please see the Demand Determinants chapter.

· A forecast increase in the consumer price index for food in 2021 may heighten demand for substitute goods, such
as canned products. While generally cheaper than fresh products, frozen food products tend to be higher priced
than canned food. The rising cost of food, combined with the forecast decrease in disposable income, may constrain
industry revenue growth.

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

side dishes, excluding seafood; frozen whipped toppings, excluding dairy; and frozen waffles, pancakes and French
toast. These products are subsequently distributed to outlets such as grocery wholesalers, retail food stores and
operators in the hospitality industry.

Major Players McCain Foods Limited

Main Activities The primary activities of this industry are:

Manufacturing frozen fruit and vegetables

Manufacturing frozen fruit and vegetable juice

Manufacturing frozen meals, pizza and whipped toppings

Manufacturing frozen waffles, pancakes and French toast

The major products and services in this industry are:

Prepared meals

Frozen vegetables

Frozen fruits and juice

Frozen pizza

Other



Frozen Food Production in Canada October 2021

6 IBISWorld.com

Supply Chain

SIMILAR INDUSTRIES

Canned Fruit & Vegetable
Processing in Canada

Ice Cream Production in Canada Meat, Beef & Poultry Processing
in Canada

Bread Production in Canada

Juice Production in Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Global Fruit & Vegetable
Processing

Global Soft Drink & Bottled Water
Manufacturing

Frozen Food Production in the US Frozen Fruit & Juice Production

Frozen Pizza Production Ice Manufacturing Fruit and Vegetable Processing in
Australia

Tea, Coffee and Other Food
Manufacturing in Australia

Fruit Juice Drink Manufacturing in
Australia

Frozen Food Production in China Juice Production in the UK Fruit & Vegetable Processing in the
UK

Prepared Meal Manufacturing in
the UK

Fruit and Vegetable Processing in
New Zealand

Tea, Coffee and Other Food
Manufacturing in New Zealand

Soft Drink, Juice and Bottled Water
Manufacturing in New Zealand
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Industry at a Glance
Key Statistics

$5.8bn
Revenue

Annual Growth

2016–2021

3.7%

Annual Growth

2021–2026

0.8%

Annual Growth

2016–2026

 

$836.7m
Profit

Annual Growth

2016–2021

5.0%

  Annual Growth

2016–2021

 

14.5%
Profit Margin

Annual Growth

2016–2021

0.9pp

  Annual Growth

2016–2021

 

296
Businesses

Annual Growth

2016–2021

3.0%

Annual Growth

2021–2026

1.8%

Annual Growth

2016–2026

 

14,947
Employment

Annual Growth

2016–2021

4.1%

Annual Growth

2021–2026

1.7%

Annual Growth

2016–2026

 

$653.3m
Wages

Annual Growth

2016–2021

4.8%

Annual Growth

2021–2026

1.5%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.6%
Demand from supermarkets and
grocery stores

2.3%
Per capita disposable income

2.0%
Consumer price index for food

1.5%
Canadian effective exchange rate
index

0.3%
Leisure time

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Regulation & Policy

Medium / Increasing

  Technology Change
Medium   Barriers to Entry

Medium / Increasing

  Competition
Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Industry Globalization

High / Increasing

 

Key Trends

 Frozen food purchases increased in recent years despite
rising incomes

 Industry operators have contended with rising imports

 The prices of a variety of inputs have fluctuated wildly

 Competition from food service providers will likely decelerate
industry growth

 Fast food restaurants are expected to increase purchases of
frozen items

 The industry is anticipated to continue consolidating

 Mounting competition from fast-casual dining
establishments, pizza chains and fast food restaurants has
constrained revenue
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Imports

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Performance Drivers

  Demand from supermarkets and grocery stores
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Executive Summary So cool: External competition from other industries will likely constrain
performance in the industry's conventional product segments

The Frozen Food Production industry in Canada is expected to grow over the five years to 2021, as operators have
developed a variety of healthier offerings that have helped revamp the industry's image and have increased demand
for goods. Historically, during times of rising income levels, consumers have diverted demand away from frozen
goods in favour of fresh products, which are traditionally considered healthier. However, industry operators have
helped ameliorate the effect of this trend by offering increasingly nutritious products. Moreover, the Canadian dollar's
depreciation in recent years has helped maintain export sales, which have remained steady at 45.1% of industry
revenue during the period. Overall, industry revenue is expected to grow an annualized 3.7% to $5.8 billion over the
five years to 2021, despite a forecast decline of 1.0% in 2021 as demand returns to normal following the COVID-19
(coronavirus) pandemic.

Although the convenience and affordability of frozen food products have long been primary selling points for the
industry, mounting competition from fast-casual dining establishments, pizza chains and fast food restaurants has
constrained industry revenue in recent years. In an effort to appeal to a wider range of health-conscious customers
and offset declining sales, industry enterprises have reformulated their products by reducing fat, sodium and sugar
content. Additionally, many operators have introduced new product lines such as organic, specialty entrees or flash-
frozen smoothie kits. Lastly, improvements in flash freezing technology have permitted manufacturers to improve the
quality, shelf life and nutritional content of frozen foods significantly, stimulating demand for products from
restaurants. Industry profit has fluctuated with input costs, but is expected to grow overall alongside rising product
prices.

The industry is expected to continue growing over the five years to 2026, driven primarily by rising per capita
disposable income levels and shifting health trends, both of which will likely increase demand for the industry's more
profitable, premium product segments. However, mounting external competition from other industries will likely
continue to constrain performance in the industry's conventional product segments, such as frozen pizza and other
frozen prepared meals. Alongside an expected decline in the value of exports, industry revenue is expected to
increase an annualized 0.8% to $6.0 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

The industry derives a significant share of its revenue from exports, which are sensitive to fluctuations in exchange
rates. When the value of the dollar falls, domestic goods become relatively less expensive in the global market,
boosting industry exports. The Canadian effective exchange rate index is expected to increase in 2021, posing a
potential threat to this industry.

 

Demand from supermarkets and grocery stores

Supermarket chains buy frozen foods from manufacturers and resell these products to end consumers. As
consumers demand more frozen food products from grocery stores, retailers will purchase more goods from
manufacturers, increasing industry revenue. Demand from supermarkets and grocery stores is expected to decrease
in 2021.

 

Leisure time

Consumers benefit from the convenience and time-saving properties of frozen prepared meals. As consumers
become busier and have less leisure time, demand for convenient products, such as frozen meals, grows. Time
spent on leisure and sports is expected to decrease in 2021, representing a possible opportunity for operators.

 

Consumer price index for food

The consumer price index for food represents the price that consumers pay for a basket of food items at the retail
level. Increases in the price of foods, including frozen food, is reflected in a rising consumer price index, generally
leading to lower demand for goods. In 2021, the consumer price index for food is expected to rise.

 

Per capita disposable income

While higher per capita disposable income enables consumers to purchase a greater volume of industry goods and
trade up to premium products, many consumers also opt for alternative goods, such as fresh produce and dining
out, which tend to cost more relative to frozen food varieties. Therefore, as income levels rise, demand for frozen
food may fall as competitive products become more popular. However, it may also increase overall consumption,
driving demand for frozen foods, particularly premium products. In 2021, per capita disposable income is expected
to fall.
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Current
Performance

The Frozen Food Production industry in Canada is expected to grow
steadily over the five years to 2021, supported by improving prices,
increased consumer acceptance of products and product innovation.

The industry responded quickly to changing consumer preferences by introducing a range of new healthy and
organic varieties, in addition to premium frozen versions of products that appeal to a wider range of health-
conscious consumers. In addition to introducing new products, developments in freezing, processing and packaging
technology have enhanced the overall quality of frozen products, while improving worker efficiency and reducing
labour costs.

However, improved economic conditions for most of the five-year period have enabled consumers to dine out at
casual and fine dining establishments more often, which has reduced demand for goods such as microwaveable
frozen dinners. Meanwhile, shifts in health and diet trends have also been unfavourable to some of the industry's
frozen entree and juice concentrate products, which declined considerably over the past decade as Canadian
consumers switched to fresh produce and not-from-concentrate juice products. Alternatively, demand for frozen
berries and other fruit varieties has improved as a result of favourable shifts in consumer preferences, including
rising health consciousness and the popularity of homemade smoothies and cold-pressed juice. Moreover, the
industry has benefited from strong growth in export markets, with a depreciating Canadian dollar making industry
products more affordable abroad and helping boost industry performance. Overall, industry revenue is expected to
grow an annualized 3.7% to $5.8 billion over the five years to 2021, despite a forecast decline of 1.0% in 2021 alone
as demand returns to normal following the COVID-19 (coronavirus) pandemic.

HEALTH CONCERNS SPUR INNOVATION

Canadians have increasingly become more health conscious in recent
years, as efforts to mitigate rapidly rising obesity rates and other diet-
related medical conditions have intensified in developed economies.

While health trends are continually evolving, consumers have focused on the potential implications of consuming
certain types of goods, such as products that are high in added sugar, fat or sodium. This has posed a problem for
some of the industry's goods. For instance, frozen french fries are often high in salt and carbohydrates, while frozen
chicken nuggets or macaroni and cheese are similarly unhealthy. Alongside this difficulty, rising income levels have
enabled consumers to dine out or purchase more expensive goods, raising competition.

In response to evolving dietary trends, frozen food manufacturers have introduced a variety of new products to
revamp the image of frozen prepared foods by appealing to the growing number of health-conscious consumers.
This trend was illustrated by the industry's largest player, McCain Foods Limited (McCain), which launched a large
advertising campaign in 2010 to revitalize demand for its ailing performance. To address consumer concerns over
the nutritional content of its products, McCain announced plans to replace unnecessary additives and preservatives
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with simple, all-natural ingredients whenever possible. This has resulted in McCain creating new, healthier versions
of almost every product in its portfolio.

CHANGING CONSUMER PERCEPTIONS AND TRENDS

As frozen food manufacturers have refreshed their products' image,
demand for industry products has grown.

While demand for fresh and natural food rises in times of growing consumer discretionary income levels, this trend
appears to have weakened in recent years. Frozen food purchases increased in recent years across numerous
generations, including millennials and baby boomers, despite rising incomes. While many cited the convenience of
these products, a significant number also touted the perceived health benefits. In fact, many shoppers have begun
to prefer these goods because they will reduce food waste by staying fresh for longer. Overall, the continued
convenience of frozen food alongside improved quantities of healthy options has helped boost demand. In tandem
with this growth, improving disposable income levels in Canada during most of the period have enabled industry
operators to increase prices of products and overcome fluctuations in demand for the industry's goods.

The spread of COVID-19 (coronavirus) increased demand for industry products even more. With many consumers
wanting to limit the number of trips they take to grocery stores or supermarkets, stocking up on frozen goods is a
viable means of doing so. Unlike fresh alternatives, frozen goods can be stored for a significant amount of time
before being consumed, reducing the amount of turnover consumers experience with their food. Further, the
increased perception of the health benefits of frozen goods enables consumers to feel good about stocking up on
frozen goods, as opposed to canned goods, which are still considered a less healthy option among many
consumers.

STRENGTHENING TRADE CONDITIONS

Alongside rising demand and competition from fresh food manufacturers,
industry operators have also benefited from a decrease in imports.

Specifically, industry imports are expected to fall at an annualized rate of 0.6% to $1.5 billion over the five years to
2021, with products from the United States accounting for about half of all frozen food imports. Meanwhile, exports
are expected to grow an annualized 3.7% to $2.6 billion over the five years to 2021. This has helped maintain the
trade surplus in the industry, which has aided the industry's overall expansion over the past five years.

CHANGING INDUSTRY STRUCTURE

The number of industry establishments is expected to increase an
annualized 2.4% to 325 facilities over the five years to 2021.

Due to the influx of new operators during the period, the industry's market share concentration remains low,
although the largest industry operator, McCain Foods Limited, has opened up some new facilities that have enabled
it to increase its own market share. However, despite a rising number of establishments, the majority of operators
are small and employ fewer than 10 workers. Still, industry employment is forecast to grow at an annualized rate of
4.1% to 14,947 workers over the five years to 2021.

The prices of a variety of inputs, including cooking oil, vegetables, fresh fruit and sugar, have fluctuated wildly during
the period, which has translated to volatile profit. While producers often pass on cost savings to downstream
customers in the form of higher product prices, declining costs and increased demand have enabled operators to
keep profit high. IBISWorld expects industry profit, defined as earnings before interest and taxes, to account for
14.5% of industry revenue in 2021, up from 13.6% in 2016.
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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)

per capita
disposable

income
($)

2012 3,905 798 236 214 11,213 1,686 1,181 531 3,400 28,883
2013 4,258 987 267 226 10,313 1,692 1,261 498 3,828 29,369
2014 4,406 1,364 267 240 9,410 1,789 1,338 452 3,955 29,466
2015 4,649 1,283 279 246 13,744 2,129 1,492 551 4,011 30,804
2016 4,812 1,255 288 255 12,199 2,168 1,542 518 4,185 30,332
2017 5,200 1,392 301 265 13,118 2,160 1,445 565 4,485 30,675
2018 5,099 1,414 324 281 12,525 2,342 1,455 562 4,212 30,647
2019 5,558 1,525 326 293 14,284 2,410 1,562 625 4,710 30,852
2020 5,829 1,624 321 292 14,802 2,418 1,595 650 5,007 33,416
2021 5,771 1,599 325 296 14,947 2,600 1,498 653 4,668 31,560
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Industry Outlook
Outlook The Frozen Food Production industry in Canada is anticipated to grow

modestly over the five years to 2026.

Industry performance will be driven primarily by rising per capita disposable income levels, which will increase
domestic demand for the industry's premium product segments. Conversely, mounting external competition from
other industries and imports is expected to constrain industry growth over the next five years. Although health
concerns and rising discretionary income should continue to divert some demand toward substitute goods at food
service locations and grocery stores, the convenience, affordability and increasing number of nutritious options for
frozen prepared meals and produce will likely continue to attract customers. Consequently, industry revenue is
expected to grow an annualized 0.8% to $6.0 billion over the five years to 2026.

CONVENIENCE DRIVES DEMAND

Although demand for frozen foods is determined by several factors, the
distinctive convenience and affordability of frozen foods relative to other
food groups will likely be the primary driver for industry growth over the
next five years.

Further, industry growth will continue to be facilitated by product innovation. As wider varieties of healthy products
and a range of new cuisines, tastes and flavours are introduced, they will attract a wider range of customers. Fast
food restaurants, one of the major downstream markets for industry goods, are also expected to increase purchases
of frozen potatoes (e.g. French fries), breakfast foods and other frozen items, as in recent years, these
establishments have been expanding their operating times and product offerings to attract time-strapped
consumers. As flash freezing technology increasingly improves and a greater share of industry operators adopt
these freezing methods, the overall quality, consistency and nutritional content of frozen foods will increase.
Consequently, a wider range of food service providers, particularly dining establishments, will increase demand for
industry goods.

Despite the growing need for convenience, intensifying competition from food service providers and retailers is
expected to decelerate industry growth over time. Furthermore, the mainstream adoption of mobile or online
ordering and pick up systems, such as Just Eat, has made it quicker and more convenient for Canadians to order
meals from their smartphone or computer. Additionally, competition from producers of refrigerated meals and
retailers that produce a variety of prepared meals is anticipated to grow as these retailers and manufacturers try to
capture a greater share of the growing market for prepared food.

Nonetheless, increasing demand for industry goods from grocery stores and fast food operators abroad is expected
to help lift the performance of frozen food producers over the coming years. In particular, demand from the United
States, which already accounts for more than three-fourths of industry exports, is expected to grow. Furthermore,
operators within the US frozen foods industry have aggressively marketed the various nutritional benefits,
convenience and affordability of frozen foods, making the market there favourable. Industry operators will continue
to benefit from this marketing campaign, which has boosted demand for industry goods from US consumers, which
will continue to drive exports from Canada. However, the overall level of industry exports is expected to decline
slightly over the next five years, as a result of expected growth in the value of the Canadian currency. This expected
growth is forecast to reduce demand for industry goods from Japan, Germany and some of the industry's other,
smaller trading partners. This is likely to result in these countries reducing the amount of trade they conduct with
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industry operators, outweighing the expected growth in demand from the United States. Overall, exports are forecast
to decline an annualized 1.1% to $2.5 billion over the five years to 2026. However, imports are expected to grow
steadily, as Canadians continue to increase demand for industry goods and imports become more competitive.
Overall, imports are forecast to rise at an annualized rate of 2.5% to $1.7 billion over the five years to 2026,
increasing industry competition.

INDUSTRY PROFIT TO DECLINE

The industry's profit margin is expected to decrease over the next five
years, as competition is expected to increase alongside lower levels of
demand from the industry's trading partners.

Further, growth in industry wages is expected to outpace the industry's modest revenue growth, resulting in higher
expenses for operators. Overall, industry wage costs are anticipated to rise at an annualized rate of 1.5% to $703.4
million over the five years to 2026. Accordingly, industry profit, defined as earnings before interest and taxes, is
forecast to account for 13.9% of revenue in 2026, down from 14.5% in 2021.

The industry is also anticipated to continue consolidating over the next five years as operators seek to lower per-unit
production costs and enter new markets, although market entry within the niche frozen specialty food segment is
forecast to continue. Overall, the number of industry locations is expected to grow to satisfy growing demand and a
growing urban population. As a result, the number of establishments is expected to grow an annualized 1.7% to 353
locations over the five years to 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

per capita
disposable
income  ($)

2021 5,771 1,599 325 296 14,947 2,600 1,498 653 4,668 31,560
2022 5,914 1,639 334 304 15,491 2,401 1,694 676 5,207 32,740
2023 5,934 1,642 339 310 15,639 2,416 1,690 681 5,209 32,722
2024 5,957 1,647 345 315 15,844 2,430 1,690 689 5,217 32,677
2025 5,985 1,651 350 320 16,021 2,446 1,690 696 5,229 32,707
2026 6,018 1,658 353 323 16,222 2,465 1,692 703 5,246 32,786
2027 6,055 1,664 356 326 16,370 2,485 1,695 709 5,265 32,886
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry has defined product segments and downstream markets

There is wholehearted market acceptance of the industry’s products

The industry has slow technological change and consolidated product segments

The Frozen Food Production industry in Canada is in the mature stage of its life cycle. Over the 10 years to 2026,
industry value added (IVA), which measures an industry's contribution to the economy, is expected to rise an
annualized 2.8%, while the overall Canadian economy, as measured by GDP, is expected to grow an annualized
1.9% during the same period. While the disparity in growth rates is often representative of an industry in the growth
stage, there are other factors that indicate industry maturity. For example, well-defined product and market lines,
coupled with some product innovation within the flash frozen vegetable and fruit segments, characterize the industry
as mature.

Although the industry has experienced moderate growth over the five years to 2021, industry growth is expected to
decelerate over the five years to 2026 as the Canadian market for frozen foods becomes more saturated. While
rising health concerns have historically dampened demand for industry products, in recent years, operators have
been successful in developing and introducing a variety of healthier alternatives that appeal to health-conscious
consumers. Producers have also geared innovation toward improving taste and quality to make products
comparable with restaurants and homemade meals. Additionally, there is wholehearted market acceptance of the
industry's products.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Grocery Wholesaling in Canada

Frozen Food Wholesaling in Canada

2nd Tier

Consumers in Canada

Hotels & Motels in Canada

Supermarkets & Grocery Stores in Canada

Convenience Stores in Canada

Specialty Food Stores in Canada

Single Location Full-Service Restaurants in Canada

Full-Service Restaurants in Canada

Fast Food Restaurants in Canada

Caterers in Canada

Key Selling Industries
1st Tier

Meat, Beef & Poultry Processing in Canada

Flour Milling in Canada

Margarine & Cooking Oil Processing in Canada

Dairy Product Production in Canada

Sugar and Confectionery Product Manufacturing In
Canada

2nd Tier

Soybean Farming in Canada

Wheat Farming in Canada

Corn Farming in Canada

Vegetable Farming in Canada

Fruit & Nut Farming in Canada

Beef Cattle Production in Canada

Dairy Farms in Canada

Chicken & Turkey Meat Production in Canada

Hog and Pig Farming In Canada

Industrial Machinery & Equipment Wholesaling in
Canada

Products & Services

  PREPARED MEALS

In 2021, prepared meals are estimated to account for 22.7% of revenue for
the Frozen Food Production industry in Canada, down from 39.2% in 2016.

This broad segment includes a variety of meat and specialty selections, not including frozen pizza selections, that
can be prepared on the stove, in the oven or in the microwave. Frozen entrees' share of the industry has declined
over the five years to 2021, primarily driven by weaker sales of frozen single-serve meals. Growing health
consciousness has driven the decline of this product segment as frozen prepared foods are perceived to be
unhealthy and highly processed by many consumers.

Producers continue to introduce healthier, organic and gluten free options that appeal to health-conscious
consumers and help improve consumers' perceptions of frozen foods. Although sales for frozen dinners and entrees
have declined, market share for microwaveable ‘frozen snacks' has grown significantly. Most of this growth can be
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attributed to busy families with children or young students and professionals that prefer the convenience of
microwaveable snacks. As a result, this segment is forecast to grow as a share of revenue over the five years to
2026.

FROZEN VEGETABLES

Frozen vegetables are expected to account for 15.0% of industry revenue
in 2021, up from 12.9% in 2016.

This product segment is particularly appealing to consumers because it has an extended shelf life and is easier to
prepare than fresher or refrigerated produce. In general, frozen vegetables are also less expensive than fresh
varieties, especially when the fresh alternative is not in season. The primary market for frozen vegetables is food
service organizations, which typically purchase frozen products to use as ingredients in their own meal preparation
process. For example, fast food establishments are a key market for frozen potatoes (e.g. French fries), which have
a much longer shelf life than freshly cut potatoes. New Brunswick-based McCain Foods Limited is currently the
world's largest manufacturer of frozen potatoes used in food service and the leading operator in this industry by a
large amount.

Several studies over the past few years have concluded that the nutritional quality of frozen vegetables is
comparable to that of fresh vegetables, as long as they are processed using modern flash freezing methods.
Additionally, health consciousness has grown among consumers during the period, resulting in increased
consumption of vegetables. As a result, this product segment has grown as a share of industry revenue over the
past five years and this trend is forecast to continue over the five years to 2026.

FROZEN PIZZA

Frozen pizza selections are expected to account for 11.9% of industry
revenue in 2021, up from 9.6% in 2016.

This segment is separated from the frozen meal segment because of its significant market penetration and
distinctive growth patterns over the five years to 2021. This segment is dominated by a few product lines, such as
Nestle SA's (Nestle) Buitoni and Delissio brands and Dr. Oetker's Giuseppe brand in Canada (following McCain
Food Ltd.'s divestment of the frozen pizza business in 2014). Delissio is the Canadian counterpart for Nestle's
DiGiorno brand, which is sold primarily in the United States. The segment has increasingly endured external
competition from value pizza franchises and other local pizza shops. Nonetheless, demand for frozen pizza products
has grown during the five-year period, by providing customers with a convenient and fairly nutritious meal option.
Over the five years to 2026, this segment is forecast to decrease as a share of revenue due to an increase in the
number of healthy product offerings in the frozen meal segment.

FROZEN FRUITS AND JUICE

Frozen fruit and juice products are expected to account for 26.2% of
industry revenue in 2021, up from 17.2% in 2016.

This segment includes a variety of frozen fruits, melons, berries and concentrated fruit juices and associated drinks.
Recent advancements in packaging technology, such as the mainstream adoption of carton packaging by Tetra Pak,
have also enabled fresh juice manufacturers to significantly increase the shelf life and nutrient content of their
products. As with the other product segments, juice producers have begun to market all-natural and 100.0% fruit
concentrates, in addition to exotic flavours such as passion fruit and pomegranate. Nonetheless, intensifying
competition from fresh juice manufacturers is likely to continue shrinking the market for frozen juice concentrates.
While demand for juice concentrates has fallen as consumers have demanded fresher, not-concentrate juices, sales
of fruits and berries have risen, helping this segment to rise as a share of industry revenue during the period.

OTHER

Other items that are produced by frozen food manufacturers include
breakfasts, desserts such as frozen pies and toppings such as frozen
whipped cream, as well as a variety of frozen snacks.

These products are estimated to account for the remaining 24.2% of industry revenue in 2021, up from 21.1% in
2016. The sale of frozen desserts has declined in recent years as consumers have scaled back on their
consumption of sugary foods. Frozen breakfasts also account for a small share of industry revenue, with leading
products including items such as waffles, pancakes and French toast, as well as breakfast sausages and frozen
potato products. Producers have introduced new items in recent years including breakfast sandwiches, burritos and
omelets to appeal to consumers that are too busy to cook breakfast in the morning. Frozen breakfast selections
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have been more successful than dinner entrees or snacks because many Canadian consumers have limited to no
time in the morning to eat a wholesome meal before work or school. Producers have taken advantage of this
challenge by marketing nutritious and filling breakfast items that require minimal preparation and time. Healthier
alternatives with less sugar and more protein have also been introduced to satisfy the needs of health-conscious
consumers. This trend has helped drive demand for products in this segment.

Demand
Determinants

Consumers of the Frozen Food Production industry in Canada purchase
frozen food primarily for convenience and affordability.

For instance, frozen vegetables are usually washed, cut and ready to use, making it easier for consumers to cook
with than fresh vegetables. Additionally, the primary benefit of frozen meals is that they take almost no time to
prepare. Aside from convenience, frozen foods are usually less expensive than fresher alternatives, thereby
providing cost savings for consumers that are on a budget. According to consumer research conducted by
Euromonitor International, convenience is the key factor that drives demand for frozen food products in Canada.
Following convenience, other factors that cause consumers to purchase industry products are taste and affordability.

The spread of COVID-19 (coronavirus) resulted in industry growth in 2020. Due to the closure of many food service
establishments, consumers increasingly shopped at supermarkets and grocery stores, where they increasingly
purchased frozen foods. Frozen products enable consumers to prepare a nutritious, easy-to-make meal, at a lower
cost than using fresh ingredients. Additionally, the longer shelf life offered by frozen goods enables consumers to
stock up on frozen products, reducing the number of trips they must take to a supermarket or grocery store.

Over the five years to 2021, the lifestyles and attitudes of consumers and their consumption patterns have evolved.
Continually rising public interest in health expenditure has caused manufacturers to adapt their product lines to
include more wholesome ingredients. Additionally, the introduction of more natural and organic options has helped
boost the image of frozen food products and has appealed to consumers that seek premium products. The
emphasis on health has stimulated an increase in the addition of fresh vegetables and whole grains in frozen meals,
along with developments in freezer and condenser technology that have improved the quality, freshness and
durability of frozen food products. Therefore, continued product innovation has helped decelerate the decline of
frozen prepared meals.

Competition from substitute products, particularly from fresh food varieties, remains strong and rises when incomes
rise and consumers have more choices. Producers within these industries have also addressed consumers' need for
convenience and nutrition by offering more all natural and organic varieties, precooked and marinated meat
products and single serving varieties of packaged fruit and vegetables. As demand for these substitute products
continues to increase over the five years to 2026, growth in demand for this industry's goods is expected to slow.

Major Markets

  EXPORTS

Exports represent the largest and most important downstream market for
operators in the Frozen Food Production industry in Canada, accounting
for an estimated 45.1% of revenue in 2021.

Exports' share of industry revenue fluctuated over the five years to 2021, in line with changes in the value of the
Canadian dollar and demand from US markets. In general, when Canadian products become more expensive, US
food service and retail stores turn to more affordable domestic producers for industry goods. Over the five years to
2021, exports have remained steady as a share of industry revenue, despite yearly fluctuations. IBISWorld expects
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exports to decline as a share of revenue over the five years to 2026, as the Canadian dollar is expected to
appreciate in value during that period.

GROCERY WHOLESALERS

Grocery wholesalers are estimated to account for 23.2% of industry
revenue in 2021, down from 28.5% in 2016.

Operators in this downstream market supply supermarkets, convenience stores, other retail channels and food
service operators with frozen food products in bulk. This market is the most important link in the supply chain
because operators' relationships with wholesalers largely affect the products that are eventually stocked by retailers
and food service customers. Wholesalers' share of the market has declined over the past five years, as large
retailers with greater economies of scale and purchasing power have reduced their purchase costs by buying frozen
foods directly from manufacturers at a lower cost.

RETAILERS

Direct sales from manufacturers to large supermarket chains,
supercentres, convenience stores and other major retailers are
anticipated to account for 3.2% of revenue in 2021, down from 3.8% in
2016.

Retailers serve as the final point of purchase for many consumers. While only supermarkets with sufficient
purchasing power have historically bought goods directly from manufacturers, rising wholesale bypass has enabled
smaller scale retailers to sidestep wholesalers and purchase directly from producers. For example, Walmart Canada
has increasingly purchased frozen foods directly from Canadian manufacturers, relying on its own well-developed
supply chain networks to redistribute the products to each retail location across the country.

FOOD SERVICE

Restaurants, hotels, schools, hospitals and other catering institutions
also represent an important market for frozen food.

This segment is expected to account for the remaining 28.5% of industry revenue in 2021, up from 22.6% in 2016.
While demand from hotels and motels has grown slightly, demand from fast food restaurants has experienced
significant growth during the period. Furthermore, many fast food establishments have switched from fresh to frozen
ingredients in recent years to save on distribution costs without significantly sacrificing the quality and nutritional
content of the meals they prepare. Consequently, this segment's share of industry revenue has grown over the five
years to 2021.
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International Trade Exports in this industry are    High and Increasing

Imports in this industry are    Medium and Steady

Imports

Imports satisfy a significant share of demand for products produced by the Frozen Food Production industry in
Canada. In 2021, imported goods are anticipated to account for 32.1% of domestic demand and are expected to
decline an annualized 0.6% to $1.5 billion over the five years to 2021. Frozen food products coming in from the
United States are expected to account for 49.1% of total imports in 2021. While demand for US products has
decreased over the past five years, demand for goods from Mexico, China and other countries has grown
significantly. As a result, the total share of imports derived from the United States has fallen since 2016, reducing
the industry's reliance on one particular country.

Exports

Exports are anticipated to grow an annualized 3.7% to $2.6 billion over the five years to 2021. Exports have
increased during this period following a substantial decline in 2010 when a spike in the Canadian dollar's exchange
rate relative to the US dollar caused industry exports to drop 12.8% that year. In general, a strengthening Canadian
dollar causes Canadian products to cost more in foreign markets. Since 2011, however, exports have resumed
growing and they are expected to account for 45.1% of industry revenue in 2021. The United States is the largest
destination for exports, accounting for an expected 83.9% of total export value in 2021. All other destinations, such
as Japan, Germany and Mexico, are each expected to represent less than 5.0% of exports in 2021.
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Business
Locations

  The geographic spread of establishments in the Frozen Food Production industry in Canada is strategically dispersed close to
sources of key inputs, including establishments engaged in fruit and vegetable processing. It is also important for producers to
remain within serviceable distance to large city markets and big population centres. Consequently, industry establishments are
concentrated in the most populous provinces, including Ontario, Quebec and British Columbia. Ontario, where operators Nestle
Canada Inc. and McCain Foods Limited (McCain) are headquartered, contains an estimated 37.1% of industry establishments in
2021. Quebec, where McCain has several manufacturing facilities located in Montreal, has the second-highest concentration of
industry establishments, accounting for an estimated 21.9% of the total in 2021. Third is British Columbia, which is home to an
expected 16.1% of all industry establishments in 2021. Alberta is expected to have the fourth-highest concentration of industry
establishments, accounting for 11.9% in 2021. All other provinces are relatively insignificant regions for frozen food processing
and account for the remaining share of industry establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Frozen Food Production industry in Canada has a low level of market share concentration, with the top four
operators accounting for an estimated 34.5% of industry revenue in 2021. Industry market share has risen over the
five years to 2021, with the industry's largest player, McCain Foods Limited, opening up new facilities and expanding
its total share of production. While there has been some merger and acquisition activity across North America and
globally in general, there has been little significant activity domestically. While Nestle SA did acquire the frozen pizza
brand Delissio from Kraft Foods Group Inc. for $3.7 billion in 2010, this took place prior to the current reporting
period. However, major manufacturers have steadily increased market share by continually introducing new
products or reformulating existing product lines. Overall, the industry remains fragmented, as solid industry
performance has prompted an increased number of operators to enter the industry. While the number of
establishments and enterprises has grown during the reporting period, 78.6% of industry establishments are
nonemployers or have fewer than 10 employees, likely indicating that most establishments are small companies
serving small markets. IBISWorld anticipates merger and acquisition activity to accelerate in this industry as price-
based competition intensifies over the five years to 2026 among the largest companies.

Key Success
Factors

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

Having a clear market position:
Successful producers are able to differentiate their products and brands to increase sales.

Supply contracts in place for key inputs:
Guaranteed supplies at fixed prices minimize supply costs and aid production planning.

Economies of scale and scope:
The scale and breadth of production largely determine unit costs and the price that producers charge their
downstream customers, which is a key determinant of demand.

Ability to pass on cost increases:
Given the volatility of commodity and energy prices, successful manufacturers are able to pass on cost increases to
downstream markets to maintain profitability.

Effective quality control:
Successful producers in this industry implement effective quality controls to ensure that their products are safe.
Tainted products can lead to food borne illnesses and significantly tarnish a company's image.

Ability to adapt to change:
Industry operators must be able to adapt to changing consumer preferences and food trends to satisfy demand for
frozen food products.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is estimated to
account for 14.5% of revenue in 2021, up from 13.6% in 2016. Industry
profitability has fluctuated over the five years to 2021, mirroring
changes in the costs of key inputs such as vegetables, fruits, meat and
cooking oil. While some manufacturers successfully passed on input
cost increases during this period, the curbed demand for frozen food
forced some producers to lower their prices to raise demand for their
goods, mostly during years leading up to the reporting period.
Furthermore, the level of price-based competition, especially among
brand name larger operators such as Nestle Canada Inc. (Nestle) and
Conagra Brands Inc., has increased considerably during this period,
further pressuring operators to keep their prices low. Nonetheless,
recent declines in the prices of many agricultural inputs, coupled with
strong demand for frozen vegetable and fruit products from export
markets, has helped maintain industry profit well-above the 2010 low.
Average industry profit is expected to stabilize in the coming years as
fluctuations in the prices of commodities abate and operators focus on
developing their organic vegetable or premium meals product lines,
which are sold at a higher price than conventional frozen food varieties.

 

  Wages

Wages are estimated to account for 11.3% of industry revenue in 2021,
up from 10.8% in 2016. Producers have begun to increasingly rely on
machinery and equipment to automate the production process and
improve operating efficiencies, thereby reducing the need for manual
labour. Additionally, some manufacturers have replaced full-time,
salaried employees with part-time workers. Still, strong growth in the
number of businesses during the period has increased the overall value
of wages.
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  Purchases

Purchases account for an estimated 51.9% of industry revenue in 2021,
down from 53.3% in 2016. Purchases of inputs, including vegetables,
fruits, meat, cooking oil, salt and other ingredients, are required to
engage in the frozen food production process. This segment's share of
revenue has decreased during the reporting period, due to movements
in the prices of purchased agricultural inputs. Producers also purchase
a significant amount of plastic, cardboard and other packing materials
to create effective packaging that extends their products' shelf life.
Many industry operators have mitigated the rising cost of plastic by
reducing the packaging size of their products, while an increasing
number of producers are using a combination of recycled plastic and
paperboard to decrease input costs.

 

  Marketing

Marketing expenses are expected to represent 2.1% of revenue in
2021, up from 1.9% in 2016. This figure is typically higher for larger
operators. Industry marketing expenses are been driven primarily by
McCain Foods Limited and other larger players such as Nestle SA, both
of which have focused on developing and marketing new products that
appeal to health-conscious consumers in Canada and abroad.

 

  Depreciation

Depreciation is expected to account for 1.9% of revenue in 2021, up
from 1.8% in 2016 due to the increased use of machinery.

 

  Rent

Rent expenditures are expected to account for 2.9% of industry
revenue in 2021, down from 3.0% in 2016.

 



Frozen Food Production in Canada October 2021

26 IBISWorld.com

  Utilities

Utilities are expected to account for 2.8% of industry revenue in 2021,
down from 3.1% in 2016.

 

  Other Costs

Other costs are expected to account for 12.6% of revenue in 2021 and
include administrative, legal, research and development and overhead
expenses. These costs have declined slightly as a share of revenue
over the five years to 2021.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  Operators in the Frozen Food Production industry in Canada contend with
a moderate level of competition from internal and external forces.

Competition is substantial due to the prevalence of small- to medium-sized operators that serve a diverse
marketplace. Consequently, operators compete on price, quality and product differentiation. Outside of the industry,
manufacturers endure competition from food processors, producers of prepared meals and food service providers.

INTERNAL COMPETITION

Industry operators compete to offer the best price, seeking to strengthen
demand for their goods and earnings from the sale of their products.

Moreover, consumers' price sensitivity varies by product segment. While consumers are willing to pay a premium for
branded products and organic frozen food, other factors, such as disposable income levels, can influence
consumers' willingness to pay a premium for such products. Also, the growing popularity of generic brands has
intensified price-based competition among industry participants.

More importantly, the perceived quality of a particular product or brand largely determines the price consumers are
willing to pay. The quality of frozen foods is especially important because factors such as freshness and taste affect
demand. Developments in packaging technology and the use of fresher ingredients have vastly improved frozen
food quality in recent years. In addition, studies conducted on the nutritional quality of frozen and fresh food have
shown the nutritional equivalence of these goods, helping enhance consumers' perception of frozen food. To satisfy
consumers' evolving needs, producers such as McCain Foods Limited have reformulated their products to appeal to
health-conscious consumers. Considering the limited opportunities for growth within the industry, it is imperative that
manufacturers distinguish themselves and adapt to changing consumer needs if they wish to retain market share
and drive demand.

Maintaining strong relationships with upstream and downstream suppliers is also critical to gaining a competitive
advantage in this industry. Guaranteed access to high-quality inputs and ingredients at low prices permits producers
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to preserve their product prices and downstream demand. Lastly, the ability to secure optimal shelf space in retail
channels has conventionally set market leaders apart from their competitors. The most recognizable and
strategically placed brands have the greatest potential to maximize sales at the retail level.

EXTERNAL COMPETITION

The industry endures external competition from a variety of sources,
including producers of fresh food, prepared meals and food service
providers.

Consumers often substitute frozen food for either fresh products or other processed foods, such as canned goods.
While frozen food manufacturers have benefited from a less competition from canned food manufacturers in recent
years, the industry is still subject to intense competitive pressure from fresh food producers. In general, when the
price of fresh produce, meat and grains increases at retail stores, consumers turn to frozen ingredients and frozen
prepared meals because of their relative affordability and longer shelf life. Although companies have begun to
reformulate their industry products to appeal to health-conscious consumers, many consumers still perceive frozen
food to be less nutritious and healthy than fresh alternatives.

Frozen food manufacturers also endure stiff competition from food service providers including fast-food restaurants,
full-service restaurants, delis and food carts. The primary driver of frozen meal consumption is the need for
convenience and affordability. Similarly, fast food and prepared meals at grocery stores and other retail channels
provide other options at a low price point. To combat the growing competition from food service providers, industry
operators have diversified their product lines by adding items such as gourmet frozen pasta in addition to healthier
alternatives such as gluten-free and organic frozen pizza. IBISWorld expects external competition to intensify over
the five years to 2026 as disposable income levels rise, permitting consumers to dine out more often. Also, the
reopening of restaurants following the COVID-19 (coronavirus) pandemic is expected to spur consumer demand for
dining and increase external competition for the industry. Indeed, mounting competition from these other industries
will likely be a primary driver of constrained growth over the next five years.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing
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  Barriers to entry in the Frozen Food Production industry in
Canada are moderate. While the level of capital
investment required to secure a manufacturing facility and
equipment is high, low market share concentration and
the fragmented nature of the industry make it easier for
new operators to enter the industry. Capital investments
include expenses for the construction or purchase of a
processing facility, plant equipment and other items such
as distribution vehicles. Prospective entrants must secure
sufficient capital to make these initial investments in
addition to covering overhead expenses.

One of the biggest hurdles that potential entrants must
endure is the well-entrenched market positions of major
frozen food manufacturers. For instance, companies such
as Nestle Canada Inc. and McCain Foods Limited have
been around for decades and maintain a high degree of
brand recognition within their respective product
categories. Furthermore, these producers have
considerable resources to invest in advertising and
promotions to drive demand for their goods and expand
their market share. Market leaders also benefit from long-
standing relationships with upstream suppliers and
downstream food distributors or retail chains, making it
difficult for new entrants to secure contracts.

While initial capital investments and established positions
of existing manufacturers can deter prospects from
entering, the fragmented nature of this industry lowers its
barriers to entry. Frozen food manufacturers produce a
variety of goods, including frozen side dishes, entrees,
desserts and vegetables. Therefore, some new entrants
have been able to establish themselves within the low
priced, non-branded segment of the industry. Other up-
and-coming players, such as Mississauga-based Green
Organic Vegetable Inc., have managed to carve out
regional market niches, thereby reducing direct
competition from the major companies. Capitalizing on
recent health trends, many smaller companies have
focused on providing premium foods with non-GMO,
organic or free trade ingredients, rather than compete with
the top players on price and product distribution.

Barriers to Entry Checklist

Competition Medium  

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 Frozen Food Production industry in Canada exhibits a high level of globalization. The level of globalization within an
industry is determined by several factors, including the level of foreign ownership and trade that the industry engages in.
Furthermore, many of the leading producers in this industry are foreign-owned, including Nestle SA. Additionally, many
Canadian frozen food producers have an extensive presence abroad. For example, McCain Foods Limited, the industry's
largest player, has expanded its foreign presence in recent years and has manufacturing, sales and distribution facilities
across the world.

The industry is heavily involved in international trade, with imports expected to satisfy 32.1% of domestic demand for
frozen food and exports accounting for an estimated 45.1% of industry revenue in 2021. Over the five years to 2021,
exports are expected to grow at the same rate as the overall industry, rising an annualized 3.7% to $2.6 billion.
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Major Companies

Major Players McCain Foods Limited

Market Share: 27.7%

Brand Names McCain

  McCain Foods Limited (McCain) is a private company headquartered in Toronto. Founded in 1957 by the four
McCain brothers, the company has grown to become one of the world's largest producers of packaged frozen
potatoes (e.g. French fries) and other frozen food products. Currently, the company sells its goods in more than 160
countries across the globe. McCain has manufacturing facilities located all over the world, including 21 plants in
Europe, two in South Africa, three in South America, six in Oceania and facilities in China and India. In Canada,
McCain currently operates eight major manufacturing facilities. In total, the company operates 52 factories and has
about 22,000 employees across the globe. The vast majority of company employees work in food production, while
the remaining are employed by the company's logistics subsidiary, Day & Ross Transportation Group.

In 2020, McCain reported global revenue in excess of $10.0 billion. McCain has primarily catered its frozen food
products for use by food service establishments, although the company has also focused on marketing other frozen
foods toward the retail market in recent years. Historically, McCain has achieved growth by entering new markets
across the globe and acquiring successful brands from competitors within Canada. For example, over the past
decade, McCain has purchased Aloro Foods Inc., Heinz Frozen Food Company and Anchor Food Products Inc.,
which have significantly boosted the company's revenue and market share within the industry.

McCain has benefited from the growing demand for frozen French fries, primarily driven by sustained demand for
fast food over the five years to 2021. Although McCain has historically dominated the food service market for frozen
foods, over the past decade, the company has focused on revamping its products in light of increased health
concerns among customers. While the primary driver of frozen food consumption is its convenience, Canadians
have become increasingly conscious of the nutritional content of frozen prepared food, especially processed white
potatoes, which are the company's main product segment. In response to these concerns, in 2010, the company
began to recreate its entire product lineup using only real ingredients and these products began to appear in stores
early in the reporting period. During the reporting period, the company launched a variety of healthy, frozen meal
products. In addition, the company has invested millions of dollars in expanding its existing facilities. For instance, it
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opened two new domestic facilities in 2017, one of which is its new $65.0 million potato specialty production line,
which is the company's largest expansion in Canada in 10 years.

Financial performance

McCain performed well over the five years to 2021 due to the company's proactive focus on catering premium,
frozen meal and frozen vegetable products to health-conscious customers during the reporting period. In mid-2014,
however, the company announced plans to sell its entire North American frozen pizza business to Dr. Oetker, a food
company based in Germany. This divestment included a major pizza production facility in New Brunswick. Although
this spinoff removed the company's presence within the frozen pizza product segment, McCain continues to
dominate the Canadian frozen foods market as a whole through its global presence in the frozen potato market. In
addition, the company has invested significantly in new establishments in recent years and opened two new facilities
in 2017, increasing its production capacity. Consequently, McCain's industry-relevant Canadian revenue is expected
to grow an annualized 9.4% to $1.6 billion over the five years to 2021. The company's operating income, defined as
earnings before interest and taxes, is expected to increase at an annualized rate of 10.5% to $180.8 million over the
five years to 2021.

 
McCain Foods Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,021.3 N/C 109.9 N/C
2017 1,358.5 33.0 147.7 34.4
2018 1,434.0 5.6 158.1 7.0
2019 1,538.5 7.3 173.1 9.5
2020 1,613.6 4.9 179.8 3.9
2021 1,597.4 -1.0 180.8 0.6

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies Conagra Brands Inc.

  Market Share: 3.4%
  Conagra Brands Inc. (Conagra Brands) was formed in 2016 after the planned split of ConAgra Foods into two

separate, publicly traded companies. ConAgra Foods was one of North America's largest packaged food
companies. The company offered a variety of brands available in supermarkets, in addition to a commercial foods
business serving restaurants and food service operations globally. Founded in 1919 and headquartered in Omaha,
NE, the company employed about 33,000 people in three reporting segments, which include consumer foods,
commercial foods and private brands. Following the split, the newly formed Conagra Brands assumed the
company's branded and retail products division. According to the company's fiscal 2021 (year-end May) annual
report (latest data available), Conagra Brands generated $15.0 billion in global net sales and employed nearly
19,000 employees. The company's food service, institutional and certain private label operations continued to
operate under the Lamb Weston name.

Despite the company's dominant presence in the United States, Conagra Brands' Canadian operations are relatively
small. The company operates only three manufacturing facilities within the consumer foods segment in Canada, in
addition to a sales office. The company's industry-relevant Canadian revenue is expected to total $195.4 million in
fiscal 2022 and account for 3.4% of industry revenue that year.

Nestle Canada Inc.

  Market Share: 2.2%
  Founded in 1905, Swiss multinational company Nestle SA (Nestle) is the world's largest food and beverage

producer. The company employs more about 300,000 workers worldwide and manufactures a range of candy,
packaged food, beverages and pet food products sold in more than 190 countries. The company's Canadian
subsidiary, known as Nestle Canada Inc., entered the domestic market in 1918 by establishing its first milk
production facility in Ontario. Now headquartered in York, ON, the company currently has six manufacturing facilities
across its various segments in Canada, in addition to several sales and distribution sites.

Nestle's business is segmented by product categories, which include confectionery, coffee and beverages, Nestle
Professional, ice cream and frozen desserts, meals, nutrition, Nestle Waters and Nestle Purina PetCare. Nestle
participates in the Frozen Food Production industry in Canada through the frozen foods subsegment of its prepared
dishes and cooking aids segment. The company produces a variety of frozen meals under brand names that include
Buitoni, Delissio, Lean Cuisine, Saute Sensations, Stouffer's, Stouffer's Bistro and Tombstone. The company has
historically expanded its market reach by acquiring competitive brands. For instance, in 2010, Nestle acquired Kraft
Foods Group Inc.'s frozen pizza business in Canada and the United States. However, it has not made any
significant industry-relevant acquisitions over the five years to 2021. Nestle's industry-relevant Canadian revenue is
expected to total $125.3 million in 2021, representing a 2.2% share of the market. This figure is expected to
represent a decline from earlier in the period, as the company closed several manufacturing facilities in Canada
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between 2014 and 2016.

Oxford Frozen Foods

  Market Share: 1.2%
  Founded in 1968 in Nova Scotia, Oxford Frozen Foods (Oxford) is the world's largest producer of wild blueberries

and also produces frozen carrots, onion rings and other battered appetizers. Oxford operates eight manufacturing
facilities in addition to two large farming operations in Canada and the United States. Oxford reports that its facilities
can process about 1.5 million kilograms of wild blueberries a day during harvest, with the ability to store about 75.0
million kilograms worth of frozen products. Oxford has benefited from the consumer trend toward healthier food
products, with blueberries in particular being designated a superfood by some food experts. In 2019, the company
launched a campaign across North America to increase awareness about the health benefits of eating wild
blueberries. While Oxford is a private company that does not release its financial information, IBISWorld expects the
company to generate $71.0 million in industry-relevant revenue at its four Canadian production facilities in 2021,
accounting for 1.2% of industry revenue.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Frozen Food Production industry in Canada exhibits a
moderate level of capital intensity. Using wages as a proxy
for labour and depreciation as a proxy for capital, the
industry is expected to spend $0.17 on capital in 2021 for
every $1.00 spent on labour, representing an increase from
$0.16 in 2016. Capital expenditure in this industry is
required for machinery that is used to automate the
cooking, processing, packaging and freezing procedures
during production. The purchase and maintenance of
freezers, preservatives and packaging equipment also
represents a significant portion of the industry's
depreciation costs.

Depreciation figures have slightly increased over the five
years to 2021 as operators invest in newer equipment to
further automate production methods and ensure
consistent quality. To operate the new machinery
effectively, maintain adequate quality control and perform
other roles, producers will need a greater number of
educated and well-trained employees. Conversely,
companies that invest in new automated machinery require
fewer low-wage workers, such as those that manually
package frozen foods.
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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.

Low Innovation
Concentration

Unlikely 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.

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

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

Medium Market
Concentration

Potential 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 experiencing a low level of both the rate of new patents and the concentration of patents in the industry.
This creates an environment where the threat of new technologies driving disruption is low.

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

The Frozen Food Production industry in Canada is not exposed to major
technological disruptions, but it competes heavily with alternative products
and fresh food equivalent products.

As a result, technological advancements in the production of fresh and organic food products are technological disruptions
with strong potential to shift demand away from frozen food. The genetic modification that extends the expiration of organic
or fresh food or improvements in the packaging and delivery of food, are other potential disruptions that could dampen
demand for frozen food. Moreover, advancements in food delivery applications and methods have posed as a strong
technological disruption to the industry. Delivery has become an increasingly attractive option for many consumers as it
combines convenience, affordability and higher-quality food than some frozen products. These factors have been the most
significant sources of disruption over the five years to 2021.

The level of technology change is    Medium

  Operators in the Frozen Food Production industry in Canada use a variety of
technologies to manufacture frozen food products.

Fruit, vegetable and meat products can be processed in many different ways, depending on the type of raw material used
and the end product desired. The techniques most frequently used in this industry are blanching and flash freezing.
Blanching and flash freezing are different methods to preserve or slow down the rate at which foods spoil. Blanching is
usually more appropriate for processing fruit and vegetable products. Flash freezing is effective for preserving most foods,
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especially meals and meat products with high water content. The aim for both of these processes is to lengthen the shelf
life of the product and preserve as much nutrient content as possible. There are often secondary objectives as well, such as
making the product more convenient or improving the packaging, presentation and taste of a product. All of these
objectives fall into improving product quality while reducing processing costs as much as possible.

The three types of freezing equipment that are used by industry operators include tunnel freezers, spiral freezers and
carton freezers. These freezers use homogeneous cold air flow to process the food in a minimal amount of time to preserve
the colour, taste and shape of food. Producers also use advanced packaging equipment and materials that preserve the
quality of food and prevent contamination. Technology for quick freezing equipment has not changed significantly over the
five years to 2021, but incremental improvements are continually made to increase the efficiency of cooling appliances,
which can significantly reduce the high electricity costs usually associated with these appliances.

Food is frozen through either mechanical or cryogenic processes. Mechanical food freezing has been the standard method
used by producers in this industry for decades. More recently, cryogenic freezing has become popular due to the lower
setup costs and because the equipment requires less maintenance and cleaning than mechanical freezing equipment.
Cryogenics is the preferred method for flash freezing because the rapid cooling process limits the size of ice crystals
formed within the food, which preserves its texture and flavour better than foods frozen with conventional methods.

Revenue
Volatility

The level of volatility is    Medium

  The Frozen Food Production industry in Canada exhibits a moderate level of
revenue volatility.

Over the five years to 2021, revenue grew as much as 9.0% in 2019 and fell as much as 1.9% in 2018. Revenue volatility
for this industry is mainly a function of fluctuations in downstream demand and the price of frozen food which depends on
changes in the cost of raw materials, energy and oil prices. While convenience is the primary driver for frozen food
consumption, other factors such as per capita disposable income, availability of substitute goods and general food trends
influence the level of demand for industry goods. In general, the spread of COVID-19 (coronavirus) is not expected to alter
the level of revenue volatility in the industry since revenue is expected to grow modestly, unlike most other industries.

Consumer tastes, which can often change quickly and unpredictably, also affect revenue volatility. The growing popularity
of organic, all natural and nutritious food has prompted industry producers to offer a greater variety of healthy frozen food.
The industry's timely response to changing consumer tastes boosted revenue growth for some, while hurting revenue
growth for others. Research and studies conducted by medical professionals can also cause demand for frozen food
products to fluctuate. For instance, scientific studies across the world have conclusively shown on numerous occasions
how properly freezing vegetables preserves key nutrients more effectively than storing fresh or refrigerated vegetables
without freezing. Such scientific discoveries can cause demand to spike for certain frozen food categories, while reducing
demand for others.

In addition, changes in the price of frozen food also influence revenue volatility. Commodities such as flour, fruit, vegetables
and processed meats are primary inputs for producers. Therefore, a significant rise in the price of these major inputs can
cause producers to pass on the cost increases to downstream customers in the form of higher prices, placing downward
pressure on demand for their products. Since frozen vegetable and fruit products each account for a large share of industry
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revenue, the market price of potatoes, berries and other agricultural products has a significant effect on overall industry
sales.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

The Frozen Food Production industry in Canada is regulated by a variety of
agencies in Canada including the Canadian Food Inspection Agency (CFIA),
Ministry of Health and provincial Ministries of Environment and Agriculture in
Canada.

These agencies regulate industry participants for acceptable processing, packaging, distribution, advertising and labelling
of food products. Furthermore, the government's involvement in the food sector has risen in recent years due to the growing
prevalence of health complications among Canadians, including obesity, diabetes and heart disease. Various federal, state
and local governments have passed more laws and regulations pertaining to the ingredients and methods used by
manufacturers of food products.

The CFIA regulates industry participants through a variety of acts, including the Canada Agricultural Products Act. The act
details various rules pertaining to packaging, labelling, advertising and trading with foreign countries. Moreover, the
Consumer Packaging and Labelling Act specifies where labels should be placed on a package and what constitutes
acceptable marketing claims. Lastly, the Safe Food for Canadians Act establishes a set of standards that food processors
and marketers must follow to protect the safety and well-being of Canadian consumers.

Industry
Assistance

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

The Frozen Food Production industry in Canada receives a very low level of
assistance in the form of import tariffs.

Tariffs imposed on processed frozen food products vary depending on the inputs used for the final product. For example,
prepared meals made with fish incur a tariff rate of 11.0% per kilogram, whereas frozen waffles that contain 25.0% or more
by weight of wheat incur a 2.0% tariff per kilogram. These tariffs raise the price of imported food products, helping maintain
the competitiveness of goods produced domestically.

The industry also receives some indirect assistance from trade associations, such as Food Processors of Canada and
Food and Consumer Products of Canada (FCPC). These associations, along with provincial trade associations, work with
food processors, retailers, government and regulatory bodies to reach solutions regarding issues related to food safety,
food labelling and innovation among others. For instance, the FCPC has partnered with Health Canada and the Canadian
Food Inspection Agency to establish effective and reasonable food allergen labelling requirements.

Due to the spread of COVID-19 (coronavirus), the Canadian Government instituted a variety of assistance programs that
some industry operators may have qualified for in 2020. For example, the Canada Emergency Wage Subsidy covered a
portion of an employee's wages for eligible employers that were negatively affected by the coronavirus pandemic.
Additionally, operators were able to take advantage of tax deferrals and improved access to credit and loans to remain
liquid. The Canada Emergency Business Account also provided interest-free loans to small businesses of up to $40,000.
Large operators were able to apply for bridge financing through the Large Employer Emergency Financing Facility.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

per capita
disposable
income ($)

2012 3,905 798 236 214 11,213 1,686 1,181 531 3,400 28,883
2013 4,258 987 267 226 10,313 1,692 1,261 498 3,828 29,369
2014 4,406 1,364 267 240 9,410 1,789 1,338 452 3,955 29,466
2015 4,649 1,283 279 246 13,744 2,129 1,492 551 4,011 30,804
2016 4,812 1,255 288 255 12,199 2,168 1,542 518 4,185 30,332
2017 5,200 1,392 301 265 13,118 2,160 1,445 565 4,485 30,675
2018 5,099 1,414 324 281 12,525 2,342 1,455 562 4,212 30,647
2019 5,558 1,525 326 293 14,284 2,410 1,562 625 4,710 30,852
2020 5,829 1,624 321 292 14,802 2,418 1,595 650 5,007 33,416
2021 5,771 1,599 325 296 14,947 2,600 1,498 653 4,668 31,560
2022 5,914 1,639 334 304 15,491 2,401 1,694 676 5,207 32,740
2023 5,934 1,642 339 310 15,639 2,416 1,690 681 5,209 32,722
2024 5,957 1,647 345 315 15,844 2,430 1,690 689 5,217 32,677
2025 5,985 1,651 350 320 16,021 2,446 1,690 696 5,229 32,707
2026 6,018 1,658 353 323 16,222 2,465 1,692 703 5,246 32,786

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

per capita
disposable
income (%)

2012 2.66 0.77 -2.08 1.90 3.86 4.34 25.4 7.44 8.65 1.73
2013 9.04 23.7 13.1 5.60 -8.03 0.30 6.71 -6.27 12.6 1.68
2014 3.45 38.2 0.00 6.19 -8.76 5.76 6.13 -9.30 3.32 0.33
2015 5.51 -5.91 4.49 2.50 46.1 19.0 11.5 21.9 1.44 4.53
2016 3.50 -2.19 3.22 3.65 -11.3 1.82 3.31 -5.98 4.33 -1.54
2017 8.06 10.9 4.51 3.92 7.53 -0.37 -6.25 9.17 7.16 1.12
2018 -1.95 1.63 7.64 6.03 -4.53 8.41 0.65 -0.59 -6.09 -0.10
2019 9.00 7.84 0.61 4.27 14.0 2.88 7.36 11.3 11.8 0.66
2020 4.88 6.44 -1.54 -0.35 3.62 0.34 2.13 3.87 6.30 8.31
2021 -1.01 -1.56 1.24 1.36 0.97 7.53 -6.12 0.58 -6.76 -5.56
2022 2.47 2.51 2.76 2.70 3.63 -7.66 13.1 3.41 11.5 3.73
2023 0.34 0.21 1.49 1.97 0.95 0.60 -0.23 0.82 0.04 -0.06
2024 0.39 0.26 1.76 1.61 1.31 0.59 -0.04 1.13 0.17 -0.14
2025 0.45 0.28 1.44 1.58 1.11 0.65 0.02 0.98 0.22 0.09
2026 0.56 0.38 0.85 0.93 1.25 0.76 0.12 1.10 0.33 0.24

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 20.4 34.7 43.2 348 13.6 47.5 47,374
2013 23.2 32.9 39.7 413 11.7 38.6 48,279
2014 31.0 33.8 40.6 468 10.3 35.2 47,991
2015 27.6 37.2 45.8 338 11.8 49.3 40,068
2016 26.1 36.8 45.1 394 10.8 42.4 42,446
2017 26.8 32.2 41.5 396 10.9 43.6 43,093
2018 27.7 34.5 45.9 407 11.0 38.7 44,870
2019 27.4 33.2 43.4 389 11.3 43.8 43,776
2020 27.9 31.9 41.5 394 11.1 46.1 43,879
2021 27.7 32.1 45.1 386 11.3 46.0 43,708
2022 27.7 32.5 40.6 382 11.4 46.4 43,612
2023 27.7 32.5 40.7 379 11.5 46.1 43,558
2024 27.6 32.4 40.8 376 11.6 45.9 43,480
2025 27.6 32.3 40.9 374 11.6 45.8 43,424
2026 27.5 32.3 41.0 371 11.7 46.0 43,361

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

National Frozen & Refrigerated Foods Association
http://www.nfraweb.org

Food & Consumer Products of Canada
http://www.fcpc.ca

Ontario Processing Vegetable Growers
http://www.opvg.org

BC Food Processors Association
http://www.bcfpa.ca

Industry Jargon ADDITIVE
A substance added to preserve or improve the quality of a product.

CRYOGENIC FREEZING
Also known as flash freezing, cryogenic freezing is the process of rapidly chilling food at very low temperatures.

ROBOTICS
A branch of technology that deals with the application of robots for sensory feedback and information processing.

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

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

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

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

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

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

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

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

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.
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INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

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

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

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

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

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

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

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

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