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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· Revenue for the Canadian Dairy Product Production industry is expected to slightly decline in 2020 as a result of
the COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· The industry's export figures are expected to grow despite the adverse macroeconomic effects of the coronavirus
pandemic. For more detail, please see the International Trade chapter.

· Demand from the industry's major markets is expected to fluctuate as a result of the coronavirus pandemic. For
more detail, please see the Major Markets 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 The Dairy Product Production industry in Canada mainly manufactures dairy products, such as cream, butter,

yogourt and cheese, as well as pasteurized, dry, condensed and evaporated milk. The industry also manufactures
substitute dairy products made from soybeans and other nondairy ingredients. Frozen dairy products such as ice
cream and frozen yogourt are excluded from this industry.

Major Players Saputo Inc.

Agropur Cooperative

Parmalat SpA

Main Activities The primary activities of this industry are:

Producing fluid milk products

Producing cheese

Producing dry, condensed and evaporated milk

Producing butter

Producing yogourt

The major products and services in this industry are:

Milk

Cheese

Yogourt

Butter

Cream

Milk powders
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Supply Chain

SIMILAR INDUSTRIES

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

Bread Production in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Milk & Cream
Manufacturing

Global Cheese Manufacturing Dairy Product Production in the
US

Soy & Almond Milk Production

Cheese Production Yogurt Production Coffee Creamer Production Milk and Cream Processing in
Australia

Cheese Manufacturing in
Australia

Milk Powder Manufacturing in
Australia

Butter and Dairy Product
Manufacturing in Australia

Dairy Product Production in China

Milk & Cream Production in the
UK

Butter & Cheese Production in the
UK

Yoghurt & Other Dairy Product
Processing in the UK

Milk and Cream Processing in New
Zealand

Cheese, Butter and Milk Powder
Manufacturing in New Zealand

Dairy Product Production in
Ireland
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Industry at a Glance
Key Statistics

$16.2bn
Revenue

Annual Growth

2015–2020

2.3%

Annual Growth

2020–2025

1.4%

Annual Growth

2015–2025

 

$1.5bn
Profit

Annual Growth

2015–2020

8.1%

  Annual Growth

2015–2020

 

9.2%
Profit Margin

Annual Growth

2015–2020

2.2pp

  Annual Growth

2015–2020

 

244
Businesses

Annual Growth

2015–2020

1.5%

Annual Growth

2020–2025

1.7%

Annual Growth

2015–2025

 

22,674
Employment

Annual Growth

2015–2020

5.0%

Annual Growth

2020–2025

1.7%

Annual Growth

2015–2025

 

$1.4bn
Wages

Annual Growth

2015–2020

4.3%

Annual Growth

2020–2025

1.6%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

1.3%
Demand from supermarkets and
grocery stores

-2.5%
Demand from food services and
drinking places

0.7%
Consumer spending

-0.4%
Canadian effective exchange rate
index

 
Industry Structure

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Industry Assistance

Medium / Steady

  Concentration
Medium   Regulation & Policy

Medium / Steady

  Technology Change
Medium   Barriers to Entry

Medium / Steady

  Industry Globalization
Medium / Increasing   Competition

Medium / Steady

 

Key Trends

 Dairy production in Canada operates under heavy
government oversight

 Industry imports have increased

 Despite consolidation activity, industry participation has
been rising

 The rise of free trade agreements is expected to put some
pressure on the industry

 The industry's international trade is anticipated to grow at a
slower rate

 The structure of the industry is expected to remain stable
over the next five years

 The industry has been the subject of international trade
discussions
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High Profit vs. Sector Average

  Low Customer Class Concentration

  High Revenue per Employee

   

WEAKNESSES

  Medium Imports

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2015-2020)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  Demand from supermarkets and grocery stores
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Executive Summary Milking it: Recent free trade agreements are expected to bolster industry
exports and imports

The Dairy Product Production industry in Canada processes raw milk and manufactures dairy products including
milk, cream, cheese, butter, yogourt and milk powder, primarily for domestic consumption. The industry experiences
a moderate level of volatility as milk production at upstream dairy farms is strictly regulated in terms of production
and price. As a result, industry inputs are stable and many consumers consider industry products to be grocery
essentials, resulting in steady demand with little regard to prevailing economic conditions. While the industry is
insulated against severe price shocks or supply imbalances, the industry has also prevented it from realizing
significant growth, and performance is closely tied to consumer trends related to dairy products. IBISWorld estimates
that industry revenue will rise an annualized 2.3% to $16.2 billion over the five years to 2020. This includes a
forecast decline of 1.9% in 2020 alone. The decline in 2020 can be mainly attributed to the ongoing COVID-19
(coronavirus) pandemic and the resulting decrease in demand from some of the industry's major markets.

The industry has experienced several clear trends over the past five years. Its product segments have shifted
slightly, as per capita consumption of milk has declined consistently over the past decade, with many consumers
shifting their dairy preferences toward higher value-added goods, such as cheese and yogourt, which has helped to
boost the industry's profit margin. The industry has also been the subject of international trade discussions. While
the supply management system has kept trade levels consistently low, recent free trade agreements have opened
up more space for imports, resulting in imports increasing an annualized 4.0% to $1.1 billion over the five years to
2020, and exports increasing an annualized 20.7% to $907.9 million.

Over the five years to 2025, producers will likely seek growth by continuing to focus on high-margin products, such
as cheese and yogourt. Production of both has been rising steadily and this is likely to continue. Producers will likely
also seek opportunities in export markets, as significant growth in domestic markets is unlikely to occur moving
forward given the constraints of the supply management system. Recent free trade agreements will have more time
to come into effect, which should bolster industry exports and imports. Overall, industry revenue is expected to
increase an annualized 1.4% to $17.3 billion over the five years to 2025.
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Industry Performance

Key External
Drivers

Demand from supermarkets and grocery stores

Supermarkets and grocery stores buy industry products to sell to consumer end users. When consumers buy fewer
products from grocery stores, these retailers then buy fewer products from industry operators, leading to a decrease
in revenue. Demand from supermarkets and grocery stores is expected to grow in 2020.

 

Consumer spending

Consumer spending measures the total amount spent by Canadians on services and new goods and net purchases
of used goods, both domestically and abroad. Growth in this figure estimates increased expenditure, and some of
these expenditures are often groceries and related products, including dairy goods. Consumer spending is forecast
to fall in 2020, posing a potential threat to the industry.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar relative to other
major currencies. As the CEER index increases, industry products become more expensive on international
markets. The Canadian effective exchange rate index is expected to decrease in 2020, representing a potential
opportunity for the industry.

 

Demand from food services and drinking places

Food service establishments are a major market for dairy products. As disposable income increases and consumers
spend more money at food service establishments, demand for dairy products increases. Demand from food
services and drinking places is expected to decrease in 2020.
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Current
Performance

The Dairy Product Production industry in Canada manufactures dairy
products such as fluid milk, cheese, yogourt, cream, butter, whey powder
and other milk products from raw, unprocessed milk from upstream dairy
farms.

Though globally the price of raw milk has fluctuated dramatically in recent years and has increased overall, which
typically forces dairy processors to charge higher prices, dairy farms and dairy product manufacturers in Canada
operate with government price supports that help to keep the domestic price of milk stable. This has helped to
insulate industry operators from the uptick in prices experienced globally.

The industry has experienced mixed results over the past five years, primarily due to the continuation of several
long-term trends. While per capita consumption of milk, the industry's largest product segment, has declined steadily
for over a decade, demand has risen for products such as cheese and yogourt, both of which are higher value-
added goods, and this has helped to counteract declining milk sales for the most part. IBISWorld estimates industry
revenue will rise an annualized 2.3% to total $16.2 billion over the five years to 2020. This forecast includes a
decline of 1.9% in 2020 alone. The decline in 2020 can be mainly attributed to the ongoing COVID-19 (coronavirus)
pandemic and the resulting adverse macroeconomic effects. The largest decline in industry demand can be endured
from food service establishments, which were forced to close during the peak of the coronavirus pandemic and
reduce their seating capacities once the number of cases began to decrease slightly.

CONSUMER DEMAND

Dairy products benefit from being staple items in the Canadian diet, and
as a result, are a key link in the Canadian food supply.

In recent years, the industry has endured clear shifts in consumer demand for some of its products. Per capita
consumption of fluid milk has been steadily declining for two decades, although it still represents the largest
segment of industry products at an estimated 60.8% in 2020. Despite this decline, industry revenue has been largely
stable due to increased demand for almost all other industry products. According to latest estimates based off data
from the Canadian Dairy Information Centre and Statistics Canada, consumption of cheese has risen an annualized
3.6%, while consumption of butter has risen an annualized 7.0%. Production statistics tend to rise in line with
consumption, given the lack of significant trade volumes, although domestic yogourt production has notably risen
faster than domestic yogourt consumption, which only rose an annualized 0.7% between 2014 and 2019 (latest data
available).

SUPPLY MANAGEMENT

Dairy production in Canada operates under heavy government oversight.
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Since the 1960s, all milk production at the farm level has been fixed by production quotas set by the Canadian Milk
Supply Management Committee (CMSMC), and milk prices are determined by milk marketing boards. Along with the
CMSMC, the Canadian Dairy Commission (CDC) is a Crown corporation charged with coordinating federal and
provincial dairy policies and managing the supply management system and the milk production quotes, called
Market Sharing Quotas (MSQs). Therefore, the entire upstream supply chain of raw milk inputs is strictly regulated.
While this oversight may keep input prices steady and the profit margin stable, it also limits the available raw milk
that can be processed and sold to consumers. Consequently, the industry experiences a low to moderate level of
revenue volatility. This helps to keep the industry profit margin, measured as earnings before interest and taxes,
strong at an estimated 9.2% of revenue in 2020.

BURGEONING TRADE AND GOVERNMENT SUPPORT

The supply management system is designed for Canadian producers to
satisfy the majority of demand from domestic consumers.

However, globalization has begun to pressure the industry. While the consumption of fluid milk has been declining
domestically and in many other Western markets, dairy products are increasingly popular in developing economies,
particularly Asian countries such as China, the Philippines and Vietnam. Large dairy-producing countries have
begun to seek inroads into these markets, and a depreciation of the Canadian dollar has helped industry operators
do so by making domestic products more affordable abroad. As a result, industry exports have increased an
annualized 20.7% to $907.9 million over the five years to 2020.

Imports have also increased, with the value of imports rising an annualized 4.0% to total $1.1 billion during the same
period. However, protectionist tariff rate quotas (TRQs), which establish a higher tariff after a volume quota of
imports is met, have kept import competition to a minimum. In 2020, IBISWorld estimates that imports will account
for 6.6% of domestic demand.

The administration's pursuit of free trade agreements over the past five years has also resulted in new
developments that will affect trade levels. In 2018, a renegotiated Comprehensive and Progressive Agreement for
Trans-Pacific Partnership (CPTPP) was signed, and this deal will provide increased access to Canadian dairy
markets for foreign imports, while also further expanding markets for domestic goods. Meanwhile, in September
2017, the Comprehensive Economic and Trade Agreement (CETA) between the European Union and Canada was
put into effect on a provisional basis. This treaty will raise import quotas on European cheeses exported to Canada,
giving European companies increased access to the Canadian market. The newly renegotiated free trade
agreement between Mexico, the United States and Canada will also open up the domestic dairy market slightly.
These agreements in trade are one of the main drivers in the burgeoning export figures.

INDUSTRY STRUCTURE

The industry experiences strict input limits due to the Canadian dairy
supply management system, which makes it difficult for industry
operators to grow organically.

However, industry operators are still able to pursue mergers and acquisitions. Over the past five years, many of the
industry's major operators have either merged with or acquired competitors. For example, in 2013, Agropur
Cooperative (Agropur) merged with Farmers Co-operative Dairy Limited, and in the following year, Agropur acquired
both Dairytown Products Ltd. and Northumberland Dairy. In addition, the industry's largest operator, Saputo Inc.,
acquired Woolwich Dairy in 2015. The largest industry-relevant acquisition during the five-year period has been
Parmalat SpA's (Parmalat) $1.6 billion acquisition of the Kraft Heinz Company's (Kraft) natural cheese business.
This acquisition occurred in July 2019, and with it, Parmalat has taken ownership of Kraft's Ingleside, ON, facility,
with 400 employees and generating over $500.0 million in annual revenue. This facility represented a significant
share of Kraft's domestic production, although it does retain one facility in Quebec with 900 workers.

Notably, despite this consolidation activity, industry participation has been rising, with the number of industry
establishments estimated to increase an annualized 1.5% to 374 facilities over the five years to 2020. Meanwhile,
with the production of products such as cheese, yogourt and butter growing, companies have increased their hiring,
and as a result, industry employment has risen at an annualized rate of 5.0% to 22,674 workers over the five years
to 2020.
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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
Consumption

of Milk
(Liters)

2011 15,770 2,289 330 206 22,173 331 687 1,194 16,126 8,258
2012 15,455 2,325 342 214 22,764 371 688 1,211 15,773 8,270
2013 14,811 2,759 348 220 21,002 443 762 1,079 15,130 8,124
2014 14,474 2,725 344 222 20,770 439 867 1,087 14,902 8,215
2015 14,408 2,390 347 226 17,800 355 890 1,136 14,944 8,221
2016 15,646 3,070 338 219 18,940 436 953 1,274 16,162 8,137
2017 15,666 3,027 335 218 19,163 631 928 1,254 15,963 8,204
2018 16,275 2,923 360 234 21,044 614 949 1,340 16,610 8,223
2019 16,483 3,118 374 244 22,908 746 1,035 1,419 16,771 8,347
2020 16,176 3,193 374 244 22,674 908 1,083 1,402 16,351 8,208
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Industry Outlook
Outlook The Dairy Product Production industry in Canada is expected to remain

steady over the five years to 2025, with no significant changes likely to
occur to the domestic supply management system that dictates milk
production volumes at the farm level.

However, rising levels of disposable income will likely give consumers greater spending power, and while the long-
term trend of falling milk consumption is likely to continue, steady growth in the consumption of dairy products, such
as cheese, yogourt and cream, is likely to continue and would benefit industry performance. As a result, IBISWorld
estimates that industry revenue will grow an annualized 1.4% to $17.3 billion over the five years to 2025.

CONSUMPTION HABITS

Over the past few decades, Canadian consumers' dairy preferences have
continually shifted away from fluid milk, which has been the industry's
largest product.

Changing preferences have been a result of health trends, such as the rise of different diets that consume little milk,
alongside growth in the number of alternative goods such as juices or soy and almond milk. While this trend is
forecast to continue, the decline has slowed in recent years and this will likely continue, given that milk is still
considered a necessary part of a healthy diet to many consumers.

Furthermore, while some consumers have switched away from fluid milk, many have simply shifted their dairy
consumption to other dairy products. This transition has been able to offset revenue loss resulting from the decline
in the industry's largest segment by production volume. In particular, rising consumption of cheese in recent years
has been helpful to industry revenue, as cheese is a higher value-added product and provides greater revenue and
a higher profit margin for industry operators. While specialty artisan cheeses can be pricey at the supermarket, rising
disposable incomes and an aging population moving forward are anticipated to increase the pool of consumers that
are willing to pay these premiums for specialty cheeses, which will contribute to industry growth in the upcoming
years.

Yogourt has also undergone a resurgence in popularity, primarily due to its burgeoning reputation as a healthy, low-
fat source of protein and for its natural probiotic properties. While the consumption of yogourt, especially protein-rich
Greek yogourt, has slowed somewhat in recent years, it has still risen, and the production of yogourt has increased
at an even faster pace. This may indicate that the excess production is sold abroad, but regardless, production of
yogourt is on the rise.

GLOBALIZATION THREATS AND OPPORTUNITIES

The recent rise of free trade agreements is expected to put some pressure
on the industry.

While milk price and production quotas remain strictly controlled at the farm level, Canadian dairy production is only
suited to supply the domestic market, with little leeway for significant export growth.
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The Conference Board of Canada, an Ottawa-based think tank, released a report in March 2014 arguing that the
current supply management system costs Canadian consumers an extra $2.4 billion annually and prevents farmers
and dairy producers from earning an additional $2.5 billion in exports. The report suggested reforming three major
policies, which include liberalizing prices, removing milk production quotas and reducing trade barriers.

While policy reform can be contentious, the focus of the report highlights the industry's position in relation to global
markets. Furthermore, since its publication, Canada has signed major trade deals, including the Comprehensive
Economic and Trade Agreement with the European Union, which has been in provisional effect since 2017. This
deal lifts import quotas on European cheese, further opening up the domestic market to international producers,
although it also benefits industry exporters. The new Trans-Pacific partnership, renegotiated without the United
States, will continue to take effect during the period and should further open up the domestic industry to increased
volumes of imports while expanding opportunities for industry exports.

However, the industry's international trade is anticipated to grow at a slower rate over the five years to 2025. While
imports are forecast to decrease an annualized 1.9% to $982.5 million over the five years to 2025, exports are
expected to continue to flourish. The increase in global free trade agreements is forecast to raise exports an
annualized 1.3% to $967.9 million over the five years to 2025.

INDUSTRY STRUCTURE AND PROFIT

Given current dairy policies, the structure of the industry is expected to
remain stable over the five years to 2025.

Large organizations are expected to continue seeking potential mergers to grow market share and profitability.
However, with stable industry performance and rising consumption of several niche industry products, some smaller
companies are likely to open up operations.

Overall, IBISWorld expects the number of industry establishments to rise an annualized 1.6% to 405 locations over
the five years to 2025. Further, a projected rise in industry revenue and the rising production of some industry goods
should induce capacity expansion at existing facilities by industry operators. As a result, the number of industry
employees is forecast to grow an annualized 1.7% to 24,687 workers over the five years to 2025.

While competition will likely continue to be intense, the industry's sustained revenue growth from higher value-added
products, such as cheese and yogourt, should help keep the industry's profit margin at a comparable level, despite
an expected slight decrease over the five years to 2025.

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
Consumption

of Milk  (Liters)
2020 16,176 3,193 374 244 22,674 908 1,083 1,402 16,351 8,208
2021 16,476 3,194 379 248 23,054 924 932 1,426 16,484 8,462
2022 16,782 3,227 386 252 23,467 945 944 1,452 16,780 8,600
2023 16,976 3,254 391 255 23,889 953 958 1,476 16,981 8,729
2024 17,154 3,328 398 260 24,285 961 971 1,499 17,163 8,864
2025 17,320 3,378 405 265 24,687 968 983 1,521 17,335 9,004
2026 17,409 3,387 410 268 24,940 971 990 1,535 17,428 9,136
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry is consolidating

Dairy products have strong market acceptance

Consumer trends gradually change the industry's product mix, although the products themselves
experience little change

The Dairy Product Production industry in Canada is currently in the mature phase of its economic life cycle. Industry
value added (IVA), which is a measure of an industry's contribution to the overall economy, is anticipated to grow an
annualized 3.5% over the 10 years to 2025. Comparatively, Canadian GDP is anticipated to rise an annualized 1.8%
during the same period. While IVA growth faster than the overall economy is often indicative of a growing industry,
dairy production tends to experience little revenue volatility due to the supply management system that prohibits
sharp growth in production or profit, and this dampens the industry's potential growth.

Dairy products have strong market acceptance and are staple grocery purchases in many Canadian homes and
downstream industries. Per capita dairy product consumption fluctuates from year to year and has declined
somewhat over time but at a slow pace, as declining demand for fluid milk has been due to consumers' dairy
preferences shifting toward cheese and yogourt. The aggressive consolidation that tends to occur in the industry is
another sign of its maturity. Dairy processors have limited organic growth opportunities available due to the strict
regulation of upstream milk production volumes. As an alternative, players seek mergers and acquisitions in an
attempt to gain a larger share of the market.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Chocolate Production in Canada

Ice Cream Production in Canada

Baking Mix & Prepared Food Manufacturing in Canada

Dairy Wholesaling in Canada

2nd Tier

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

Dairy Farms in Canada

Plastic Bottle Manufacturing in Canada

Cardboard Box & Container Manufacturing in Canada

2nd Tier

Animal Feed Production in Canada

Tractors & Agricultural Machinery Manufacturing in
Canada

Farm, Lawn & Garden Equipment Wholesaling in Canada

Water Supply & Irrigation Systems in Canada

Products & Services

  Despite the ongoing COVID-19 (coronavirus) pandemic and the adverse
macroeconomic effects that have resulted, demand from the Canadian
Dairy Product Production industry's products is not expected to be
affected much.

Since the industry's products are considered nondiscretionary items, consumers will continue to purchase these
goods despite depressed economic conditions.

MILK

Fluid milk has traditionally been the industry's largest product segment,
and in 2020, it is estimated to account for 60.8% of total industry
production.

However, fluid milk's production volume, as well as its share of industry revenue, have both declined in recent years
as a result of changing consumer preferences. For decades, there has been a slow decline in fluid milk
consumption, and according to 2020 estimates from Statistics Canada, consumption of fluid milk has declined at an
annualized rate of 1.1% over the five years to 2020. However, while this segment may be declining, it is not all bad
news for industry revenue. Many consumers have simply opted to switch their dairy purchases to other industry
products, such as cheese or yogourt, or substitute goods. Within this category, there are several types of milk,
categorized by fat content (e.g. 3.25%, 2.0%, 1.0% and skim), as well as several categories of flavoured milk (e.g.
buttermilk, chocolate milk and eggnog).

CREAM
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The production of cream is largely comparable to milk production, with
the primary difference being the liquid product's fat content.

As a result, the majority of operators that produce fluid milk also produce cream. However, the cream segment
makes up a much smaller portion of overall production than milk, accounting for an estimated 9.9% in 2020. Cream
production and consumption have actually risen, with production volumes rising an annualized 1.8% over the five
years to 2020.

CHEESE

Cheese accounts for the second-largest share of total industry
production, totalling 13.4% of production in 2020.

This segment's revenue share has increased steadily over the past five years, as per capita cheese consumption
has increased domestically, and the overall volume of cheese production has increased an annualized 3.6%.
Cheese is one of the industry's highest value-added products and is likely responsible for a much higher percentage
of industry revenue than its share of production would indicate.

The most widely produced cheese varieties are cheddar, mozzarella, cream, Swiss, parmesan, ricotta and Monterey
Jack. In addition to these popular cheese varieties, the industry also produces a variety of fine cheeses, including
goat and sheep cheeses and raw milk varieties. The Canadian Cheese Directory, a resource of the Canadian Dairy
Information Centre, lists more than 1,000 varieties of cheese in Canada.

YOGOURT

Yogourt makes up the fourth-largest industry product segment,
accounting for 9.5% of revenue in 2020.

Over the five years to 2020, yogourt has become increasingly common as consumers make the switch from other
types of dairy products. Yogourt has a reputation for containing healthy protein and beneficial probiotic cultures.
Despite the popularity of certain types of yogourt, notably Greek yogourt, production of yogourt has decreased an
annualized 1.5% over the five years to 2020.

MILK POWDERS

Milk powders are one of the smallest industry product segments,
accounting for just 3.4% of revenue in 2020.

Powdered milk is a useful alternative to fluid milk, as it is easier to transport, does not need to be refrigerated and
has a longer shelf life. It can also be added to a variety of foods or used in the production of other industry products
such as yogourt. Although the applications of milk powders are increasing, this segment's share of industry revenue
has slightly decreased over the five years to 2020.

BUTTER

Butter is the smallest product segment in the industry, accounting for
3.0% of total production in 2020.

Butter is a staple dairy product for cooking and baking and is also often used as a spread on its own. Butter is not
consumed as much as other forms of fats and, as a result, has escaped much of the negative attention that other
high-calorie foods have received from healthy eating advocates. In fact, butter production has risen at an annualized
rate of 7.0% over the five years to 2020, increasing faster than all other product categories, although it has risen
from the lowest starting point of all other products.

Demand
Determinants

Health trends

Perceived health benefits of products from the Canadian Dairy Product Production industry can change consumers'
preference for these products, in turn affecting their dairy purchases. Over the past few decades, milk consumption
has declined as consumers' perception of the product has changed, as it is no longer considered as healthy as it
used to be, despite strong lobbying efforts by industry participants to extoll the health qualities of milk products.
Similarly, yogourt has become increasingly popular as consumers have begun seeing it as a low-fat source of
protein.
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Price

Dairy products tend to be staple groceries and as a result, their consumption remains largely stable, even when
prices increase. Nevertheless, some premium cheeses can be expensive and often endure drops in sales when
their prices increase. The negative effects of price increases are amplified in times when consumers have less
disposable income. Still, the prices of dairy products in Canada are not subject to large fluctuations due to strictly
established upstream milk prices.

Demographics

The population of Canada also determines how much dairy is consumed. If per capita dairy consumption remains
flat but the birth rate and immigration rate contribute to a population increase, then the industry has a larger
population to supply its products to. While milk is still considered a valuable nutritional resource for children, younger
generations are far less accustomed to consuming fluid milk on its own and have not developed a habit of drinking
milk with meals as previous generations had. Further, older generations are less likely to drink milk than younger
generations, and so the aging of Canada's population has contributed to declining milk consumption compared with
other dairy products.

Competition

Preference for other products may also influence demand for industry products. Competition could include demand
for dairy substitutes such as soy- or almond-based milk and demand for cheese products, which are included in this
industry. However, it could also include competition from other sources of protein, including meats, nuts and
vegetables or other beverage products such as soda and juices.

In addition, since the industry's products are typically considered nondiscretionary, people will continue to purchase
products despite depressed economic conditions. Although demand for certain premium products may decrease,
consumers are still likely to continue purchasing basic dairy products despite the COVID-19 (coronavirus) pandemic.

Major Markets

  Due to the ongoing COVID-19 (coronavirus) pandemic, demand from the
Canadian Dairy Product Production industry's major markets is expected
to fluctuate.

  Markets such as retailers are not expected to endure a decrease in demand since the industry's products are
considered nondiscretionary goods and many retail stores were deemed as essential businesses during the peak of
the pandemic, thus enabling stores to remain open and sell the industry's products. Conversely, demand from food
service establishments is expected to decrease as a result of the coronavirus pandemic and the resulting adverse
macroeconomic effects, which caused food service establishments to temporarily close and reduce their seating
capacity.

RETAIL MARKETS

Retail markets, including supermarkets, gas stations and convenience
stores, account for the largest share of revenue in the industry,
accounting for 42.3% in 2020.

Although this segment's demand has slightly increased, revenue from this segment has slightly decreased over the
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five years to 2020 as the number of exports increased at quicker rate.

WHOLESALERS

Dairy and grocery wholesalers are the second-largest downstream market
for industry operators, accounting for 30.7% of revenue in 2020.

These wholesalers form a major link in the supply chain to retailers and food service establishments that are not
large enough to handle their own distribution needs. These operators buy dairy products from industry
manufacturers and deliver them to retailers, such as grocery stores, convenience stores and gas stations. They also
supply dairy products to restaurants and other food service operators. Typically, the smaller the downstream
business, the more likely they are to supply from wholesalers rather than directly from industry manufacturers. This
segment's share of industry revenue has slightly declined over the five years to 2020 as many retailers are
beginning to purchase directly from manufacturers, cutting out the middle man.

FOOD SERVICE ESTABLISHMENTS

Full-service restaurants and fast food restaurants are another major
market for industry operators.

These establishments buy more high-end products, such as cheeses and yogourts, than fluid milk or powdered
products. Typically, only larger establishments have the purchasing power and distribution network available to buy
directly from industry operators. In 2020, this segment is forecast to account for 11.5% of industry revenue. This
segment has decreased slightly over the five years to 2020 as the number of domestic businesses has remained
stagnant overall but decreased in 2020 specifically due to the coronavirus pandemic, causing food service
establishments to temporarily close and limit their seating capacity to mitigate the spread of coronavirus.

MANUFACTURING

To a lesser extent, a variety of downstream industries purchase industry
goods as inputs into their own manufacturing process.

These are primarily food companies that require industry products, particularly fluid milk and cheese, to produce
their own goods. As a result, demand for industry goods from this segment is a function of the overall health of the
food manufacturing sector in Canada. In 2020, manufacturing is estimated to account for 4.6% of revenue,
decreasing slightly as the number of exports has increased at a quicker rate.

OTHER

The other segment accounts for the remaining markets that may purchase
the industry's products, such as hotels and other businesses that may
need dairy products for successful operations.

This other segment has slightly decreased as a share of revenue over the five years to 2020 and is expected to
account for 5.3% of industry revenue in 2020.

EXPORTS

International markets form the quickest growing market for industry
operators.

Since milk production quotas at the farm level mostly account for domestic production, there are often not a lot of
dairy products available for exports. Nevertheless, exports have quickly grown as the industry continues to find new
markets for its products in emerging economies and from easing trade regulations in existing countries. In 2020,
exports are estimated to account for 5.6% of industry revenue.
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International Trade Exports in this industry are    Medium and Increasing

Imports in this industry are    Medium and Increasing

The Dairy Product Production industry in Canada, unlike many other Canadian manufacturing industries, exhibits a
relatively low level of international trade.

Before 1995, Canada had in place a range of regulations that capped imports to protect the stability of domestic
production. These measures were part of the dairy supply management program, which sets prices and production
quotas for the industry. However, the federal government was forced to drop these policies once it signed the World
Trade Organization (WTO) Agreement on Agriculture in 1995, which abolished quantitative import restrictions. Since
then, the government has instead imposed protectionist import tariffs that prevent a huge stream of imports. National
production quotas largely prevent the industry from producing enough quantities for both domestic and export
markets. While the country has pursued new free trade agreements over the five years to 2020 that have opened up
the domestic dairy market to a greater extent, trade volumes are still fairly low and that is likely to remain the case
into the future. In addition, despite the ongoing COVID-19 (coronavirus) pandemic, international trade is still
expected to increase as globalization in the industry continues to prosper.

Imports

Overall, the value of imports has risen at an annualized rate of 4.0% to $1.1 billion over the five years to 2020. In
2020, the largest import sources for industry products are the United States (52.0% of imports), New Zealand
(8.0%), France (8.2%) and Italy (9.2%). Specialty cheeses are the most imported products by value, followed by milk
protein substances, whey products and butter.

Volumes have risen due to the implementation of free trade agreements such as the recently negotiated one with
Europe, the Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP), and the recently
negotiated free trade agreement between Canada, Mexico and the United States. Each of these free trade
agreements has given importers an improved ability to bring goods into the country.

Exports

Despite limited capacity for production expansion due to the milk quota system, the industry has increased exports
over the past five years, with the depreciation of the domestic currency helping to make domestic products more
affordable in international markets. The largest market for Canadian dairy exports is the United States (63.4% of
industry exports), which is a well-established and convenient trading partner and large consumer of dairy products.
Other major export nations include several developing countries, such as Egypt (8.3%), Algeria (3.4%) and Vietnam
(3.3%). Overall, the value of exports has risen an annualized 20.7% to $907.9 million over the five years to 2020.

Over the five years to 2025, the use of nonperishable industry products including whey products and milk powder
products is expected to increase. These products are widely used in food production, including packaged desserts
and snacks such as cookies and cereal bars. Countries with rapidly growing food processing and production
industries, including South Korea and Mexico, are expected to import increasing amounts of these Canadian
products. Notably, one of the most popular exported products appears to be cheese, with the value of exported
cheese rising faster than other exported products in recent years.
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Business
Locations

  The spread of establishments in the Canadian Dairy Product Production industry generally falls in line with the overall domestic
population and the domestic location of upstream dairy farms. As a result, Quebec, which holds a significant share of the
Canadian population and the largest share of dairy farms, accounts for the largest share of industry activity, totalling 36.6% of
establishments in 2020. Additionally, Ontario, which is home to the largest share of the domestic population, accounts for the
second-largest share of industry establishments, totalling 32.1% of locations in 2020. Together, these two provinces account for
over 60.0% of the Canadian population and over 65.0% of industry establishments.

The only other regions with a significant share of industry establishments are British Columbia, accounting for 12.7% of
establishments, and Alberta, accounting for 7.0% of establishments in 2020. British Columbia is home to a rising urban population
level, and its proximity to the west coast gives it easier access to markets in the United States and Asia. While exports account for
a small amount of industry revenue due to the perishable nature of many products, being close to export opportunities for products
with a larger shelf life, such as cheese, may be an opportunity for operators.

Though dairy product manufacturers exist across Canada, they tend to locate near where farm-level milk production takes place.
This is especially true for manufacturers of products with a longer shelf life, including cheese, butter and whey and milk powder
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products. For these operators, attaining a reliable, low-cost supply of raw (i.e. unprocessed) milk is essential for keeping costs
low. Conversely, producers of more perishable products, such as milk and cream, tend to locate closer to urban centres where
their products will be consumed quicker. These manufacturers focus on delivering their products to the market in time to be
consumed. As a result, they prefer to set up shop closer to the consumers. Consequently, the responsibility of delivering raw milk
inputs to these processors falls on upstream farmers, agricultural cooperatives and wholesalers.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Dairy Product Production industry in Canada has a moderate to high level of market concentration, with the top
four players accounting for close to 70.0% of industry revenue in 2020. This figure has remained fairly stable over
the five years to 2020, although it has fallen slightly in response to increased globalization activities. The industry
features a wide range of operators, including private companies, massive multinational conglomerates, dairy
cooperatives and small nonemployers. Large operators dominate the industry and tend to hold major supply
contracts with large-scale retailers, food service establishments and food processors. Furthermore, market share
concentration has remained high over the past five years as the industry is continually consolidating, with large
operators buying out smaller companies or merging with other large players. For example, the 2013 merger of
Agropur Cooperative and Farmers Co-operative Dairy Limited enabled these companies to gain a national presence
across Canada, giving them access to a wider market. Other significant consolidation activity includes the 2017
acquisition of Ultima Foods Inc. by Agropur Dairy Cooperative and the acquisition of the Kraft Heinz Company's
Ontario cheese production facility by Parmalat SpA in 2019, although both of these companies are in the top four of
the industry's operators so the latter acquisition did not affect the overall market share concentration.

Key Success
Factors

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

Guaranteed supply of key inputs:
Operators with constant and reliable access to raw milk from farmers can ensure consistent production volumes and
sales prices.

Marketing of differentiated products:
Many dairy products, especially fluid milk and cream, are largely homogeneous, so producers must differentiate their
products (e.g. by brand or packaging) to stand out from the competition.

Ability to pass on cost increases:
Successful operators are able to pass on cost increases to downstream buyers, helping them preserve their profit
margin.

Use of specialist equipment or facilities:
Operators that use more technology in the production process are able to minimize injury, increase efficiency and
improve product consistency.

Economies of scale:
Larger operators can often realize lower per-unit costs, driving them to earn a greater profit margin.

Adaptability of operations to comply with social distancing protocols:
Most manufacturing operations require employees to work together in an enclosed environment. As a result,
operators will need to ensure that protocols exist to comply with social distancing regulations.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, accounts for an
estimated 9.2% of industry revenue in 2020. The industry makes a
variety of products, and while the majority of industry production
remains fluid milk, production of fluid milk has steadily fallen, while
production of cheese, butter and other higher value-added products
have been rising. There is more room for flexibility with brand value and
product differentiation for these producers to charge higher prices. Fluid
milk and cream products tend to be more homogenous and consumers
are more sensitive to price as a differentiating factor than they are with
other dairy products. Despite the COVID-19 (coronavirus) pandemic
and the resulting adverse economic effects, the industry's profit margin
has still risen over the five years to 2020 as the majority of the
industry's products are considered nondiscretionary goods.

 

  Wages

Wages are the industry's fourth-largest cost component, comprising
8.7% of revenue in 2020. Operators have increasingly turned to
production automation, while the advancement of technology and
machinery has created greater labour efficiency.
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  Purchases

Purchases account for an estimated 63.0% of industry revenue in 2020.
Raw milk is the main input of industry products and the federal and
provincial governments strictly regulate the price of milk. As a result,
the cost of inputs is not subject to large fluctuations and producers can
count on steady input costs from year to year. Purchases as a share of
revenue have fallen slightly in recent years, possibly because the
majority of industry revenue is generated by large companies that either
benefit from vertical integration or are able to achieve better purchase
prices of raw milk from upstream farms due to the scale of their
operations.

 

  Marketing

Marketing costs are fairly low, accounting for an estimated 1.3% of
industry revenue in 2020. However, the industry is dominated by large
dairy conglomerates, and operators must market their products
effectively to compete.

 

  Depreciation

Depreciation is estimated to account for 1.9% of industry revenue in
2020, a figure that tends to be fairly stable. Industry production
processes are highly automated and require significant capital
investment.

 



Dairy Product Production in Canada January 2021

27 IBISWorld.com

  Rent

Rental costs are estimated to account for 1.8% of industry revenue in
2020.

 

  Utilities

Utilities are estimated to account for 1.4% of revenue in 2020. This is
fairly low and indicates that industry production is not highly energy
intensive. This figure tends to be fairly steady.

 

  Other Costs

Other costs, which include research and development, administrative
fees, overhead costs, legal fees and compliance costs, have declined
slightly over the five years to 2020. Operators also have costs related to
logistics management and transportation to get their products to
market. These costs are estimated to account for 12.8% of industry
revenue in 2020.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  INTERNAL COMPETITION

The large variety of homogeneous products produced by the Canadian
Dairy Product Production industry gives consumers the luxury of choice,
forcing producers to compete on price.

This is particularly the case for milk, where there is little difference between branded and private-label products. In
the case of cheese and butter products, consumers tend to be more brand loyal because the perceived quality is of
greater significance within this segment.

Investing in brand development, advertising and promotion helps companies gain a competitive advantage. Most
major players invest large amounts in developing recognizable brand names and fostering customer loyalty. In
addition to price and name recognition, the quality of dairy products is important, given their perishable nature and
short shelf life. Competition within the fluid milk segment tends to be less pronounced, being more aggressive in the
cheese and butter segments. Consumers tend to be more discerning and demanding of quality and therefore are
prepared to pay a premium price for perceived higher quality products.

Given the saturated nature of the dairy market and changing dietary patterns, product development forms another
important basis of industry competition. The emergence and success of low fat, skim, soy and organic milk products
are testament to the efforts of producers to be innovative in a market with limited growth opportunities. Cheese
products lend themselves particularly well to new flavours, infusions, packaging, additions and other product mix
variations.

EXTERNAL COMPETITION

Many industry manufacturers also produce some substitute goods for this
industry, including almond milk, soy milk and other nondairy-based
products.

In addition, fluid milk products compete with beverages such as bottled water, soft drinks and fruit juices. The
increasing popularity of such beverages has hampered fluid milk demand, and fluid milk consumption has been
declining slowly across North America in recent years. However, since milk is a staple food, it is expected to remain
a major industry product. Imports also form a source of competition, but to a much smaller extent due to Canada's
protectionist Tariff Rate Quotas (TRQ). Major sources of imports are the United States, New Zealand, Italy and
France, all of which are major international dairy product producers.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  Companies seeking to enter the Canadian Dairy Product
Production industry must be able to afford all of the
relevant initial capital investments, including purchasing or
building a production facility and all of the dairy
manufacturing equipment and machinery necessary to
create industry products. The size of industry facilities can
vary immensely, although the price of large facilities can
be exorbitant. For instance, industry major player Saputo
Inc. is in the process of building a new $240.0 million
facility in British Columbia, which is expected to be
completed in fiscal 2021 (year-end March) and be mostly
funded from the sale of their Burnaby facility.

New entrants must also comply with regulations. New
companies must register with the Canadian Food
Inspection Agency to produce dairy products, and
agencies, such as the Canadian Dairy Commission,
provide regulatory barriers through various sanitary,
compositional state and federal microbiological
prerequisites. The production of fluid cow milk is regulated
and each province has a milk production quota, and
therefore, special licences must be acquired from the
relevant provincial government to create milk. Given the
limited nature of domestic milk production, if a producer
does not produce their own raw milk, new operators must
be able to get access to raw milk inputs to create their
own products. Companies unable to comply with
regulations will not be permitted to operate and will
endure negative consequences, such as lawsuits or hefty
fines.

Established companies are generally larger and
experience lower per-unit costs due to achieving
economies of scale. Conversely, new companies are
typically smaller with less production capacity, which
typically entails higher per-unit costs. Therefore, new
companies may not be able to operate as profitably and
have a higher risk of business failure. In addition, larger
operators already have established relationships with
distributors and retailers across the country. These
national buyers want to purchase dairy products from
producers that are able to supply their locations with
ease. A small producer just starting out will likely run into
difficulties with quickly establishing a national distribution
network.

Another barrier is the strong branding and product variety
offered by large dairy producers. Consumers are typically
brand loyal so it would be difficult to change a consumer's
preference, especially as consumers gain more
disposable income and can afford higher-priced options.
Over the five years to 2020, brand promotion as a means
of competition grew significantly, particularly in relation to
cheese and milk products. Although this is not a formal
barrier to entry, it may hamper the success of new
entrants.

Barriers to Entry Checklist

Competition Medium  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  Despite the supply management system's creation of an inward-facing dairy sector, the Dairy Product Production industry
in Canada is experiencing an increasing level of globalization. In 1995, due to compliance with a World Trade
Organization agreement, the industry was forced to get rid of specific caps on import quotas. Instead, the industry has
now instated Tariff Rate Quotas (TRQs), which establish a larger tariff on imports after a certain volume quota.
Nevertheless, import competition has continued to menace the industry, leading regulators to establish specific TRQs
against imports from individual countries, mainly New Zealand, a large dairy producer with pricing able to undercut much
of Canadian production. As Canada continues to sign free trade agreements with various different countries, its
protectionist policies for dairy producers may begin to erode. For example, the Comprehensive Economic and Trade
Agreement between Canada and the European Union, which has been provisionally in effect since September 2017, will
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nearly double the amount of EU cheese it imports duty-free.

Meanwhile, with increased demand from emerging economies, the industry is increasingly focusing on targeting new
markets for its products. Many developing nations in Asia and Africa have been steadily increasing per capita dairy
consumption in recent years, and this trend represents an opportunity for the industry that operators will attempt to take
advantage of.

Globalization in the industry is also visible in the background of the major operators. Saputo Inc., which has the industry's
highest market share and is domestically owned, is also one of the top dairy producers in Argentina, Australia and the
United States. Meanwhile, fellow major player, Italy based Parmalat SpA (Parmalat), has operations in 24 countries.
Parmalat was recently acquired by the Lactalis Group, one of the largest global dairy conglomerates. Furthermore, US
retail giant Safeway Inc. operated in the industry until 2013 when it sold its Western Canada retail and manufacturing
operations to Sobeys Inc., one of Canada's largest grocery retailers. Due to the US market's proximity to its Canadian
counterpart, many larger operators have operations in both countries and the domestic industry often interacts with the
US-based industry in terms of technology, product development and brand value.
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Major Companies

Major Players Saputo Inc.

Market Share: 24.8%

Brand Names Saputo, Alexis de Pontneuf, Armstrong,
Baxter, Dairyland, Dragone, DuVillage, 1860, Friendship,
Frigo Cheeseheads

  Headquartered in Montreal, Saputo Inc. (Saputo) is one of the largest dairy product companies in Canada. The
company manufactures, markets and distributes a range of products, including cheese, fluid milk, extended shelf-life
milk and cream products, along with cultured products and dairy ingredients. Saputo was originally founded as a
cheese production company by Giuseppe Saputo in 1954, several years after he emigrated from Italy. The company
is now one of the top 10 dairy processors in the world, as well as being the largest cheese manufacturer and one of
the leading fluid milk producers in Canada. Saputo employs 17,200 workers across 66 manufacturing facilities, with
almost one-third of its workers being employed at 21 Canadian production sites. In fiscal 2020 (year-end March,
latest data available), the company generated $14.9 billion in total revenue.

The company organizes its business across three major sectors, which include Canada, the United States and
international. Saputo's Canada sector is entirely industry relevant and produces some of the leading industry brands,
including Dairyland, Milk2Go, Saputo and many others. Its Canada operations accounted for 26.8% of the
company's total revenue in fiscal 2020 (year-end March), which is a decline from its 2015 levels. The company has
expanded operations in the United States and internationally during the reporting period, while it has closed four
Canadian plants and its domestic workforce has declined slightly. Notably, while its domestic workforce has declined
overall, it has risen slightly since 2017.

The company's expansions have primarily been of foreign companies in recent years, with the largest being the $1.5
billion acquisition of US-based dairy product manufacturer, Morningstar Foods LLC in 2013. This acquisition added
10 manufacturing facilities and 2,000 employees to Saputo's operations in the United States. Though the acquisition
was not industry relevant, some additional smaller acquisitions have been, including the 2015 acquisition of
Woolwich Dairy, the largest goat cheese producer in North America. Domestically, the company has made some
industry-relevant acquisitions. For instance, in June 2018, it acquired Shepherd Gourmet Dairy, a producer of
specialty cheeses and yogourts. While the company has closed several facilities during the reporting period, it has
expended somewhat, as a new $240.0 million facility in Port-Coquitlam, BC, is currently under construction.
Meanwhile, in early 2019, Saputo sold its Burnaby, BC, facility for $209.0 million, following which it leased the facility
and will continue production there until its new facility is completed.

Financial performance

The company has experienced steady growth in its revenue, both domestically and overall, due to acquisitions and
consistent sales growth. While the company has had to contend with falling demand for fluid milk domestically, this
has been offset by strong growth in the production of cheese. This has also helped keep the company's margin high,
as cheese is a higher value-added good. IBISWorld estimates that Saputo's industry-relevant revenue has grown an
annualized 1.1% to $4.0 billion over the five years to fiscal 2021. However, the company's operating profit,
measured as earnings before interest and taxes, is expected to decrease slightly, falling at an annualized rate of
2.0% to $324.7 million during the same period.

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

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015-16 3,801.5 N/C 358.4 N/C
2016-17 4,060.2 6.8 395.1 10.2
2017-18 4,069.9 0.2 420.0 6.3
2018-19 4,043.1 -0.7 339.8 -19.1
2019-20 4,007.3 -0.9 312.5 -8.0
2020-21 4,017.3 0.2 324.7 3.9

Source: Annual Report and IBISWorld
Note: *Estimates; **Year-end March
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Agropur Dairy Cooperative

Market Share: 23.6%

Brand Names Natrel, Quebon, Sealtest, Oka, Schroeder,
Island Farms, iogo, Allegro, Central Dairies

  Headquartered in Longueuil, QC, Agropur Dairy Cooperative (Agropur) was founded in the 1930s in response to the
economic crisis, which plunged several dairy and other agricultural producers into treacherous waters. The
cooperative is made up of more than 3,300 dairy farmers. Milk production has been steadily rising each year, to 6.5
billion litres in fiscal 2019 (year-end November). The company employs 8,800 workers and maintains 38 dairy
product production facilities across the United States and Canada, and also has one of the largest dairy research
and development teams in North America. Agropur generated $7.3 billion in global sales in fiscal 2019 (latest data
available).

The majority of the company's revenue is industry relevant and is generated through the sales of products created in
its Canadian manufacturing facilities. Agropur manufactures various popular brands, including Natrel, Quebon,
Sealtest, Oka, Schroeder and Island Farms. Agropur also generates revenue through the popular yogourt brands,
such as Olympic and IOGO, which are produced by Ultima Foods, a company that Agropur had previously co-owned
with fellow cooperative Agrifoods before purchasing all of Agrifoods' stock in August 2017. Over the five years to
fiscal 2020, the company has benefited in particular from sales of Oka cheese, sales of which have nearly doubled.
Its IOGO yogourt brand, first launched in 2012, has since come to control 12.0% of the market, according to
Agropur's latest annual report.

Over the past decade, Agropur has invested hundreds of millions of dollars into expanding capacity at its production
facilities and has spent over $1.0 billion on mergers and acquisitions, which have been investments that have
significantly increased overall company revenue. The most significant acquisition in recent years was Agropur's
purchase of Davisco Foods International (Davisco), a US-based company with over $1.0 billion in annual sales.
However, as Davisco is located in the United States, it is not industry relevant. Yet, Agropur has also made
significant deals in Canada, including its 2013 merger with Farmers Co-operative Dairy Limited and several other
mergers in 2014. It also acquired Ultima Foods Inc. (Ultima) in 2017, a business it had previously co-owned with
Agrifoods International Cooperative Ltd., and this acquisition made Agropur the only major domestic yogourt
producer.

Financial performance

The company has recorded strong growth over the five years to fiscal 2020, much of which is due to the company's
series of acquisitions. According to Agropur's most recent annual report, the company experienced the most
acquisitions in 2014 and that was also the first time company sales passed $4.0 billion. Meanwhile, sales have
climbed to over $7.0 billion since then. However, the majority of that growth has come from production in the United
States, as the share of company production accounted for has dropped from over 70.0% in fiscal 2013 to just under
60.0% in fiscal 2018.

That said, the Canadian operations have performed well in recent years, with industry-relevant revenue rising at an
annualized rate of 5.0% to $3.8 billion over the five years to fiscal 2020. Much of this growth has taken place during
the second half of the reporting period, after the company's Ultima acquisition was completed. Notably, while the
company has pursued a variety of cost-cutting measures to preserve its margin, it is still slightly below the industry
average as it appears that a significant amount of its sales is of fluid milk, which is a lower value-added product.
However, the company's operating profit, measured as earnings before interest and taxes, is expected to increase
an annualized 5.2% to $155.3 million over the five years to fiscal 2020.

 
Agropur Dairy Cooperative (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2014-15 2,988.5 N/C 120.3 N/C
2015-16 3,300.0 10.4 90.3 -24.9
2016-17 3,315.4 0.5 138.4 53.3
2017-18 3,298.0 -0.5 142.0 2.6
2018-19 3,683.9 11.7 152.9 7.7
2019-20 3,821.3 3.7 155.3 1.6

Source: Annual Report and IBISWorld
Note: *Estimates; **Year-end November

Parmalat SpA

Market Share: 16.1%

Brand Names Astro, Beatrice, Black Diamond, Lactantia
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  Parmalat SpA (Parmalat) is based in Parma, Italy. Since July 2011, the company has been controlled by the Lactalis
Group (Lactalis), a French dairy conglomerate. In December 2018, Lactalis increased its stake in the company to
95.8%, enabling it to delist Parmalat from the Italian Stock Exchange and take the company private, although its
operations do not appear to have changed. Parmalat has operations in 24 countries across Europe, North America,
South America, Africa and Australia. Globally, the company employs almost 26,000 workers across more than 90
manufacturing facilities and over half a dozen research centres. In 2017 (latest data available), Parmalat generated
$9.8 billion in total revenue.

Parmalat participates in Canada's Dairy Product Production industry through its operations in Canada, which consist
of over 3,000 employees working across 16 manufacturing facilities, all of which produce only industry-relevant
products. The Canadian operations account for close to one-quarter of total company revenue. The company's
Canadian facilities also include a research centre located in London, ON, which focuses on cheese research and
development.

In recent years, the company has experienced consistent revenue growth, due to global acquisitions and a strong
focus on developing new products. In addition, Parmalat has consolidated its Canadian operations, notably by
closing one of its less profitable cheese production facilities in Quebec to expand a more profitable facility by
introducing a new mozzarella line. Parmalat has also opened a new production plant and warehouse in Winnipeg,
MB, and has invested in improving operational efficiency at several other Canadian locations. However, Parmalat's
most significant action during the reporting period was its July 2019 acquisition of the Kraft Heinz Company's (Kraft)
natural cheese business for $1.6 billion. As part of the acquisition, Parmalat acquired Kraft's production facility in
Ingleside, ON, and the 400 workers at that facility, which generated $560.0 million in revenue in 2017, all of which
was industry relevant.

Financial performance

Parmalat has experienced mixed results over the past five years, with several years of revenue growth and several
years of decline. However, revenue overall has risen at an annualized rate of 4.5% to $2.6 billion over the five years
to 2020. Growth can be attributed to strong forecast growth of 11.0% in 2019 in response to the company's
acquisition of Kraft's natural cheese business and its facility in Ontario. Mixed results for some of its product
segments have inhibited overall growth. For instance, strong performance in premium milk has been offset by
declines in standard milk, while growth in natural cheeses has been offset by lower sales volumes of processed and
snack cheese. Conversely, the industry's operating profit, measured as earnings before interest and taxes, is
expected to decrease an annualized 5.0% to $89.5 million over the five years to 2020.

 
Parmalat SpA (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 2,081.7 N/C 115.4 N/C
2016 2,188.6 5.1 98.0 -15.1
2017 2,278.9 4.1 99.6 1.6
2018 2,330.3 2.3 85.4 -14.3
2019 2,587.2 11.0 92.1 7.8
2020 2,597.5 0.4 89.5 -2.8

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies Kraft Heinz Company

  Market Share: 4.5%
  Based in Chicago, the Kraft Heinz Company (Kraft) is the result of the 2015 merger between Heinz and Kraft Foods

Group. The company's entire dairy operations come from the operations of Kraft Foods Group, as prior to the
merger, Heinz had no dairy manufacturing facilities. Kraft Foods Group had originally been founded as a wholesale
cheese business in 1903 by Canada-born J.L. Kraft. The company then grew across North America over the course
of the century through a series of expansions, mergers and acquisitions. In 2012, Kraft Foods Group split into two
independently operated companies including, Mondelez International, which was focused on snack foods, and Kraft
Foods Group, which focused on groceries. The company employs an estimated 38,000 people and generated $33.1
billion in total revenue in 2019 (latest data available).

The Kraft Heinz Company operates in four reportable business segments, which include the United States, Canada,
EMEA and rest of world, with industry-relevant revenue being generated in the Canada segment. During most of the
reporting period, Kraft maintained two manufacturing facilities in Canada. The largest was its Mount Royal facility in
Quebec, which employs 900 people and makes processed cheese, cream cheese, peanut butter, and salad
dressings, although the latter two products are not industry relevant. Meanwhile, the company's Ingleside, ON,
facility employs an estimated 400 workers and produces Kraft's natural cheese business line.

In 2019, the company sold its Ingleside facility along with its natural cheese product line to Parmalat SpA for $1.6
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billion, and the sale of the facility was used to help finance debt and streamline operations. The company has made
no other industry-relevant acquisitions, although it routinely spends significant sums to research and develop new
products. IBISWorld estimates that Kraft's industry-relevant revenue will decline over the five years to 2020 and is
expected to reach $732.2 million in 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Dairy Product Production industry in Canada is
moderately capital intensive. Production requires significant
investment in machinery and warehouse facilities to
manufacture and store products. Large facilities can be
exorbitantly expensive. For example, in 2018, industry
major player Saputo Inc. announced plans to build a new
facility in British Columbia for $240.0 million. In addition,
major producers invest substantial capital into technology
and research and development, both to evolve current
production processes and to create new products. For
example, Parmalat SpA has a research facility in London,
ON, devoted to research on cheese products. These types
of facilities enable manufacturers to develop different
product lines and formats to diversify their product
offerings.

While technology is simple and easily available for basic
milk production and gets increasingly complex the larger an
operation gets, there are still many small producers that
depend heavily on labour in their production process.
Overall, IBISWorld estimates that for every $1.00 spent on
wages, industry operators will spend $0.22 on capital
investment.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Medium Innovation
Concentration

Potential 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.

Medium Rate of Entry Potential 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.

  Low levels of innovation limit the threat to incumbent operators from new technologies disrupting their operations. However,
a low rate of growth in technology can also create exposure for incumbents as the trajectory of innovation in other markets
could lead to unforeseen competitive disadvantages.

Both the ease of entry and the rate of entry in the industry are moderate. While these factors do not significantly add to the
threat of disruptive potential, they do not detract from it either.

Dairy producers in the Dairy Product Production industry in Canada are
undoubtedly experiencing some technological disruptions within the industry
due to steadily increasing health consciousness among the Canadian
population.

In recent years, health concerns surrounding dairy consumption have incentivized many companies to go toward produce
alternatives, such as almond milk, soy milk and oat milk, in addition to other dairy-free products. Moving forward, cellular
agriculture may ultimately pose as a disruptive force to the Canadian Dairy Product Production industry as a result, with
many operators outside the industry recently beginning to create and market plant-based dairy products from soy, rice and
almond sources. The increasing popularity of these goods subsequently hampers traditional dairy demand. Moreover,
industry operators are unable to successfully leverage such technological innovations for their own benefit, as these fall
outside the industry's purview. These external companies broadly use gene sequencing and 3D printing to produce dairy
proteins without the need for physical cows. This is often done using yeast and fermentation techniques. Due to the health
benefits that are frequently associated with these alternative goods and the more humane methodologies involved in their
production compared with traditional cattle raising, these technological advancements have the potential to greatly disrupt
the industry over the five years to 2025, although dairy remains a staple in the Canadian diet and is unlikely to fall
completely out of favor despite this disruption.

The level of technology change is    Medium

  Operators in the Canadian Dairy Product Production industry have been
developing more efficient methods to process raw milk into various different
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products.

There is a significant degree of mechanization throughout dairy product production, from pasteurization and
homogenization to membrane processing that separates out proteins for whey or cheese. Much of these processes are
well-established, yet there are still occasional advancements that bring marginal benefits to product quality, production cost
or safety. Automation and computerization in all segments of the industry reduced labour requirements and improved
quality control over the past five years. The adoption of new technology tends to vary with the size of the dairy operation.

Membrane filtration

Recently, researchers have explored using membrane technology in the
manufacturing of dairy products.

Membrane technology involves the use of membrane filters to separate components of liquids from each other. There are
four basic types of membrane filtration, including reverse osmosis, nanofiltration, ultrafiltration and microfiltration. Each type
serves a different purpose and they differ primarily based on the amount of pressure applied during each process and the
structure of the membrane used to separate milk components. Given the variety of types of compounds within milk,
including components such as whey proteins, lactose, minerals, bacteria and other organisms, membrane separation can
be a valuable technique to remove undesirable elements. For example, milk can be microfiltered to remove bacteria and
spores, which will extend the product's' shelf life, and products can be microfiltered to standardize the amount of various
proteins or other minerals they contain. These technologies can help to minimize waste in the production process while
increasing yield. They also use energy more efficiently than traditional processes.

In the future, industry sources expect that as these techniques develop, they will further improve the quality of existing dairy
foods, speed up the development of new products and enhance efficiency and profitability. This technology may replace
condensers or evaporators that are currently being used by many industry participants.

New cheeses

Mozzarella cheese is the fastest-growing cheese market in North America,
especially because it is one of the key ingredients of pizza toppings.

Recently, the Wisconsin Center for Dairy Research (CDR) developed a technology to produce other cheeses that act
similar to mozzarella. The newly developed technology uses a stirred, washed, direct-salt cheese process that produces a
relatively high moisture reduced-fat cheese. The Wisconsin CDR claims that pizza cheese technology offers several
advantages for cheese makers because no mixer moulder or brine system is needed and producers of stirred curd cheeses
can produce a cheese for pizza. The new technology produces cheese that is more homogenous and requires less
equipment to produce. Due to the proximity of the Canadian market to the US market and the communication between the
two dairy sectors, advancements similar to this typically reach the entire North American market.

Better butter

Most butter in North America is produced in a continuous churn, but some
butter is still produced by the conventional batch method that was prevalent
prior to continuous churn.

The continuous production of butter is based on either accelerated churning and working or re-separation with phase
inversion. Most producers use the first method. The introduction of blended products, such as butter and vegetable oil, has
required some modification of production and packaging technology. A newly developed procedure known as supercritical
extraction is able to remove cholesterol from milk fat, which leads to the development of low-cholesterol soft spread butter.
Extraction is also beneficial for the production of cocoa butter from cocoa beans.

Revenue
Volatility

The level of volatility is    Medium
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  Revenue volatility in the Dairy Product Production industry in Canada tends to
be low to moderate.

Dairy products are regularly consumed and are considered staple grocery purchases. This factor keeps consumers
purchasing them regularly, though there may be small dips in times of decreased disposable income.

Furthermore, upstream raw milk prices are strictly regulated by federal and provincial governments, which keeps
manufacturers' input costs relatively stable. As a result, the price index for industry goods tends to be less volatile than the
overall consumer price index for food. The combination of these two factors, continuous downstream demand and steady
upstream prices, ultimately creates an environment of low volatility for industry revenue.

The industry is subject to some volatility from emerging consumer trends, although often a dip in demand for one product
may be because consumers have opted to purchase alternative dairy products, and so these trends may cancel each other
out as far as overall revenue is concerned. For example, while consumer consumption of milk has been steadily falling for
over a decade, in many cases this appears to have been counteracted by rising consumption of other dairy products such
as cheese and yogourt.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The dairy sector in Canada is highly regulated, which extends to the Canadian
Dairy Product Production industry.

This applies mostly to upstream dairy farmers due to the federal government's dairy supply management system that
controls prices and quotas of milk produced; however, there are also regulations aimed at the production and marketing of
dairy products. Operators are subject to both federal and provincial regulations on dairy processing.

PRODUCT AND MARKETING REGULATIONS

Dairy products are regulated by type and classification.

Products must be classified and adhere to grades, grade names, product names and registration numbers to meet
marketable standards. Furthermore, there are marketing regulations in place that standardize trade between provinces and
foreign countries. All dairy product producers must comply with both production and marketing regulations to find buyers for
their products.

CONSUMER LABELLING AND FOOD AND DRUG REGULATIONS

Consumer packaging and labelling regulations, as well as the Food and Drugs
Act and other food and drug regulations, are aimed at protecting the
consumer.
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Dairy products, similar to other comestibles, must be properly packaged and labelled according to government standards of
safety.

Industry
Assistance

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

Supply managementThe Dairy Product Production industry in Canada is primarily
supported by the federal government's dairy supply management system.

em. This system was created in the 1970s to align milk production with domestic demand for dairy to avoid both surpluses
and shortages and protect farmers against wild price fluctuations. The Canadian Milk Supply Management Committee
(CMSMC) under the purview of the Canadian Dairy Commission (CDC) established a yearly Market Sharing Quota (MSQ).
The MSQ is the designated monthly milk production target for the total of all dairy farmers across Canada. It is constantly
monitored and updated depending on current supply.

In addition to production quotas, the CDC also establishes yearly support prices for butter and skim milk powder to ensure
that dairy farmers receive a fair price for their product. Based on CDC support prices, provincial milk marketing boards
establish a price for every grade of milk that dairy product producers buy for inputs. These industry operators are then free
to set their own prices that they charge downstream distributors and retailers.

While the benefits of the supply management system are most directly aimed at dairy farmers, industry operators also
benefit because their input prices are fixed, leading to very little volatility in both costs and availability of inputs.

Trade

Before the 1995 World Trade Organization's Agreement on Agriculture, Canada had placed strict limits on dairy imports to
protect the domestic milk supply management system, however, this new agreement forced the government to instead
adopt a system of tariffs and tariff rate quotas (TRQs). TRQ's set a tariff rate that is applicable for imports up to a certain
designated volume. Importers must apply in advance for the right to import dairy products, and once the allocations for the
TRQs have been met, tariffs kick up to a higher bracket. These TRQs effectively reduce the amount of imports, assuring
that domestic producers are the main suppliers to the domestic market.

These import protections help shelter industry operators from competition from potentially lower-cost imported dairy
products. Canada has adopted some new free trade agreements in recent years, such as the Comprehensive Economic
and Trade Agreement with the European Union, which expanded the ability of European goods to penetrate the Canadian
cheese market by increasing the amount of imports permitted before tariffs are applied, although treaties similar to this also
open up markets abroad for domestic goods. While recent trade agreements have opened up a portion of the domestic
dairy market, the domestic landscape remains dominated by industry products and will likely remain so for the foreseeable
future.

Industry associations

Industry associations form a unified voice that advocates for the interests of industry operators. The national industry
association is the Dairy Processors Association of Canada (DPAC), which was founded in 2003 by a handful of the largest
dairy product manufacturers in Canada. The industry helps advance quality and food safety, focuses on conducting
economic research into the industry to promote policy from the international level down to the provincial level, acts as an
advocate for industry interests and lobbies government officials and relevant upstream and downstream stakeholders to
promote favourable legislation and remove inhibiting legislation for dairy processors. In addition, there are a variety of
provincial dairy processing associations that have largely the same goals but operate primarily on a regional and local
scale.

In addition, due to the spread of COVID-19 (coronavirus), the Canadian government has instituted a variety of assistance
programs that industry operators are expected to qualify for. For example, the Canada Emergency Wage Subsidy covers a
portion of an employee's wages for eligible employers that have been negatively affected by the coronavirus pandemic.
Additionally, operators can take advantage of tax deferrals and improved access to credit and loans to remain liquid. The
Canada Emergency Business Account provides interest-free loans to small businesses of up to $40,000. Large operators
can apply for bridge financing through the Large Employer Emergency Financing Facility. The Canadian government is also
providing $50.0 million to companies involved in food production and processing in an attempt to keep the food supply
chain safe.



Dairy Product Production in Canada January 2021

40 IBISWorld.com

Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per Capita
Consumption

of Milk (Liters)
2011 15,770 2,289 330 206 22,173 331 687 1,194 16,126 8,258
2012 15,455 2,325 342 214 22,764 371 688 1,211 15,773 8,270
2013 14,811 2,759 348 220 21,002 443 762 1,079 15,130 8,124
2014 14,474 2,725 344 222 20,770 439 867 1,087 14,902 8,215
2015 14,408 2,390 347 226 17,800 355 890 1,136 14,944 8,221
2016 15,646 3,070 338 219 18,940 436 953 1,274 16,162 8,137
2017 15,666 3,027 335 218 19,163 631 928 1,254 15,963 8,204
2018 16,275 2,923 360 234 21,044 614 949 1,340 16,610 8,223
2019 16,483 3,118 374 244 22,908 746 1,035 1,419 16,771 8,347
2020 16,176 3,193 374 244 22,674 908 1,083 1,402 16,351 8,208
2021 16,476 3,194 379 248 23,054 924 932 1,426 16,484 8,462
2022 16,782 3,227 386 252 23,467 945 944 1,452 16,780 8,600
2023 16,976 3,254 391 255 23,889 953 958 1,476 16,981 8,729
2024 17,154 3,328 398 260 24,285 961 971 1,499 17,163 8,864
2025 17,320 3,378 405 265 24,687 968 983 1,521 17,335 9,004

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per Capita
Consumption

of Milk (%)
2011 -0.70 1.19 1.85 1.98 9.21 9.02 6.35 10.9 -0.60 1.98
2012 -2.00 1.58 3.63 3.88 2.66 11.9 0.05 1.39 -2.19 0.15
2013 -4.18 18.6 1.75 2.80 -7.75 19.6 10.8 -10.9 -4.08 -1.78
2014 -2.28 -1.23 -1.15 0.90 -1.11 -0.98 13.7 0.75 -1.51 1.13
2015 -0.46 -12.3 0.87 1.80 -14.3 -19.2 2.67 4.47 0.28 0.07
2016 8.59 28.4 -2.60 -3.10 6.40 23.0 7.05 12.1 8.16 -1.04
2017 0.12 -1.40 -0.89 -0.46 1.17 44.6 -2.63 -1.53 -1.23 0.82
2018 3.88 -3.45 7.46 7.33 9.81 -2.62 2.30 6.80 4.05 0.23
2019 1.27 6.67 3.88 4.27 8.85 21.5 8.99 5.91 0.97 1.51
2020 -1.87 2.42 0.00 0.00 -1.03 21.7 4.72 -1.19 -2.50 -1.67
2021 1.85 0.00 1.33 1.63 1.67 1.71 -14.0 1.71 0.81 3.09
2022 1.85 1.05 1.84 1.61 1.79 2.33 1.29 1.80 1.79 1.63
2023 1.15 0.82 1.29 1.19 1.79 0.84 1.51 1.66 1.20 1.49
2024 1.04 2.28 1.79 1.96 1.65 0.80 1.30 1.53 1.08 1.54
2025 0.96 1.50 1.75 1.92 1.65 0.73 1.23 1.51 1.00 1.58

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 14.5 4.26 2.10 711 7.57 67.2 53,858
2012 15.0 4.36 2.40 679 7.83 66.6 53,189
2013 18.6 5.04 2.99 705 7.29 60.4 51,386
2014 18.8 5.82 3.03 697 7.51 60.4 52,350
2015 16.6 5.96 2.46 809 7.88 51.3 63,820
2016 19.6 5.89 2.79 826 8.14 56.0 67,244
2017 19.3 5.81 4.03 818 8.01 57.2 65,449
2018 18.0 5.71 3.77 773 8.23 58.5 63,657
2019 18.9 6.17 4.53 720 8.61 61.3 61,935
2020 19.7 6.63 5.61 713 8.67 60.6 61,833
2021 19.4 5.65 5.61 715 8.65 60.8 61,855
2022 19.2 5.62 5.63 715 8.65 60.8 61,861
2023 19.2 5.64 5.61 711 8.69 61.1 61,782
2024 19.4 5.65 5.60 706 8.74 61.0 61,709
2025 19.5 5.67 5.59 702 8.78 61.0 61,624

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Canadian Dairy Commission
http://www.cdc-ccl.gc.ca

Canadian Dairy Information Centre
http://www.dairyinfo.gc.ca

Dairy Farmers of Canada
http://www.dairyfarmers.ca

Dairy Processors Association of Canada
http://www.dpac-atlc.ca

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

Industry Jargon COOPERATIVE (CO-OP)
A jointly owned, vertically integrated organization that collectively markets the products of all members.

MILK POWDER
A manufactured dairy product made by evaporating water from milk to remove all liquid.

SUPPLY MANAGEMENT
A federal program that sets milk production quotas and sets prices paid by processors; the program is designed to
match available supply with domestic demand and ensure fair prices for farmers.

WHEY
A byproduct of cheese production, the protein-high liquid remaining after milk has been curdled and strained.

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

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

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

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

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

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

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

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

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

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

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