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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 expectations for the Ice Cream Production industry in Canada have been adjusted from forecast growth
of 1.1% in 2020 to an expected decline of 2.1% due to less downstream demand and an expected decline in
demand for premium products. For more detail, please see the Current Performance chapter.

· The spread of COVID-19 (coronavirus) is also expected to harm the performance of some of the industry's largest
operators, such as Nestle SA and Unilever. For more detail, please see the Major Companies chapter.

· Industry operators may benefit from several assistance programs aimed at alleviating the financial burden imposed
by the spread of coronavirus. For more detail, please see the Industry Assistance chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This industry comprises establishments that primarily manufacture ice cream, frozen yogourt, frozen ices, frozen

tofu, sherbet and other frozen desserts, except frozen bakery foods, which are covered in IBISWorld report
31181CA. The majority of raw inputs comes from the Dairy Farms industry in Canada (11212CA).

Major Players Unilever

Agropur Cooperative

Chapman's

Nestle Canada Inc.

Main Activities The primary activities of this industry are:

Ice cream and milk specialties manufacturing

Frozen custard manufacturing

Frozen dessert (except bakery) manufacturing

Sorbets and sherbets manufacturing

Frozen pops (i.e. flavoured ice, fruit, gelatin and pudding) manufacturing

Tofu frozen desserts manufacturing

Frozen yogourt manufacturing

The major products and services in this industry are:

Hard ice cream

Soft ice cream

Other ice cream products
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Supply Chain

SIMILAR INDUSTRIES

Chocolate Production in Canada Candy Production in Canada Frozen Food Production in
Canada

Dairy Product Production in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Ice Cream Production in the US Ice Cream Manufacturing in
Australia

Ice Cream Production in the UK Ice Cream Manufacturing in New
Zealand
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Industry at a Glance
Key Statistics

$930.2m
Revenue

Annual Growth

2015–2020

4.5%

Annual Growth

2020–2025

1.4%

Annual Growth

2015–2025

 

$8.4m
Profit

Annual Growth

2015–2020

-27.0%

  Annual Growth

2015–2020

 

0.9%
Profit Margin

Annual Growth

2015–2020

-4.5pp

  Annual Growth

2015–2020

 

179
Businesses

Annual Growth

2015–2020

9.1%

Annual Growth

2020–2025

5.5%

Annual Growth

2015–2025

 

2,522
Employment

Annual Growth

2015–2020

5.2%

Annual Growth

2020–2025

2.7%

Annual Growth

2015–2025

 

$147.7m
Wages

Annual Growth

2015–2020

6.4%

Annual Growth

2020–2025

2.5%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-0.5%
World price of sugar

0.7%
Consumer spending

1.8%
Consumer price index for food

-0.4%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Industry Globalization
Low / Increasing

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

NEGATIVE IMPACT

  Competition
High / Steady

 

Key Trends

 Operators have invested heavily into R&D to create a variety
of products

 Frozen yogourt and soft ice cream are firmly established
offerings of the industry

 The industry is highly globalized and is dominated by large
foreign multinationals

 The total number of ice cream manufacturers is anticipated
to increase

 The industry's primary input is milk

 Industry export growth is expected to be moderate

 The biggest influence behind revenue growth has been
growth in the popularity of various niche products
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  None

   

WEAKNESSES

  High Competition

  Medium Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Product/Service Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2015-2020)

  High Performance Drivers

  Consumer price index for food

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  World price of sugar
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Executive Summary Sweet tooth: Increased development of healthy products is expected to
benefit the industry

The Ice Cream Production industry in Canada creates a variety of frozen products including hard and soft ice cream,
frozen yogourt, frozen ices and sherbet. Industry fortunes have fluctuated over the past two decades amid a strong
decline in domestic consumption of hard ice cream. However, over the five years to 2020, production and
consumption trends have been favourable, as increased consumer spending activity has benefited industry
performance. In addition, premium ice creams that command higher prices have become increasingly popular, as
have healthy varieties of industry goods, which has been a source of growth for the industry. Overall, IBISWorld
estimates that industry revenue will rise at an annualized rate of 4.5% to $930.2 million over the five years to 2020,
despite a forecast decline of 2.1% in 2020 alone due to lower expected levels of consumer spending resulting from
the COVID-19 (coronavirus) pandemic.

The industry has benefited from several trends over the past five years. For example, steady growth in demand for
soft ice cream products has increased production of these products during the period and contributed to overall
revenue growth. The biggest influence behind revenue growth has been growth in the popularity of various niche
products, which has opened up new markets for industry operators. To appeal to changes in consumer preferences,
operators developed healthy varieties of industry products such as lactose-free and gluten-free goods, which has
fuelled increased demand from consumers that may have turned away from ice cream in favour of healthier goods.
All major operators have invested heavily in developing new and healthier flavours to increase sales. While this has
driven revenue growth, increased investment in research and development has increased expenses for operators
and harmed profitability during the period. Industry profit, defined as earnings before interest and taxes, is expected
to fall to 0.9% of industry revenue in 2020.

Over the five years to 2025, the popularity of healthier industry products is expected to drive further growth. While
consumers are more health conscious than ever, the per capita consumption of industry products appears to have
stabilized and could grow slightly over the next five years. Increased development of healthy products will benefit the
industry, as will expanding demand for growth segments such as frozen yogourt. The milk quota system that
manages upstream milk production is unlikely to change, which will keep supply of industry inputs stable and benefit
profit. Over the next five years, IBISWorld forecasts revenue to rise an annualized 1.4% to $996.9 million.
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Industry Performance

Key External
Drivers

Consumer spending

Consumer spending tracks the total dollar amount spent by consumers over the course of a year. Ice cream is a
standard consumer good and as income levels rise and consumer spending grows, that likely indicates increased
demand for ice cream products. Consumer spending is forecast to decline in 2020, posing a potential threat to the
industry.

 

Consumer price index for food

The consumer price index for food measures the average change over time in the prices paid by consumers for a
given basket of consumer goods and services. A rising price index for food indicates increasing prices for various
food items, including industry products. In general, growth in per unit prices could lead to corresponding growth in
revenue. The consumer price index for food is forecast to rise in 2020, representing a potential opportunity for the
industry.

 

World price of sugar

Sugar is a key input in the manufacturing of ice cream products. When sugar prices rise, producers can either pass
the costs on to consumers in the form of higher prices, thereby increasing revenue or absorb the costs, hurting
profit. As many consumers are loyal to certain brands, when the prices of inputs rise, these companies are able to
raise prices accordingly. The world price of sugar is expected to decline in 2020.

 

Canadian effective exchange rate index

The value of the dollar against its trading partners' currencies helps determine the volume and value of imports
entering Canada. As the dollar appreciates, imported products become relatively less expensive compared with
domestic goods. When this happens, domestic manufacturers experience an increase in external competition and a
decline in demand. The Canadian effective exchange rate index is expected to decrease in 2020.
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Current
Performance

The Ice Cream Production industry in Canada has experienced robust
growth over the five years to 2020 and appears to have stabilized relative
to the decline it experienced in the years leading up to the reporting
period.

The industry has been in a state of flux over the past 15 years, with rising health consciousness prompting many
consumers to reduce consumption of traditional ice cream products in favour of more healthy treats. Since the early
2000s there has been a trend of declining demand for many traditional dairy products, which has resulted in
decreased production. According to 2019 figures from the Government of Canada (latest data available), domestic
production of hard ice cream declined close to 50.0% between 2004 and 2019 (latest data available). However, the
majority of this decline took place just prior to the reporting period and hard ice cream production has risen steadily
since then. As a result, industry performance has improved during the period, as growth in hard ice cream
production has occurred alongside strong growth in soft ice cream product production and the production of other
ice cream products, such as frozen yogourt and flavoured ice. During most of the period, strong economic growth
fuelled growth in consumer demand for premium industry products, which contributed to the forecast increase in
industry revenue. Over the five years to 2020, IBISWorld expects industry revenue to increase an annualized 4.5%
to $930.2 million, despite the expected decline of 2.1% in 2020 alone as the spread of COVID-19 (coronavirus) is
expected to lower consumer spending, particularly on premium products.

FROZEN DEMAND

Ice cream is not a necessity for most consumers, so demand for industry
goods is closely tied to consumer trends.

For example, rising health awareness and a proliferation of a variety of other healthy dessert options have led to
shrinking demand for traditional ice cream products over the past two decades. According to data from Statistics
Canada, domestic ice cream production has fallen more than half since 2004, from a high of 9.9 litres per capita in
2005 to a low of 4.4 litres in 2013, although it has remained at a comparable figure since that year. These figures
closely match the aforementioned decline in hard ice cream production domestically.

However, while consumption has declined over the past 15 years, this decline has begun to reverse, with the
volume of production of hard ice cream rising between 2015 and 2019 (latest data available). In addition, unit prices
have been growing, both as part of a rising consumer price index for food and in response to increased production
of premium-priced goods. Both of these trends have been positive developments for industry revenue. Meanwhile,
demand for industry goods such as soft ice cream, water ice and related flavoured products and yogourt has
increased over the past 15 years, as these are perceived as comparatively healthier. As a result, hard ice cream has
continued to decline as a share of production during the period, due to growth at a faster rate in other product
segments. Expanding demand for these products has been a critical boost to industry revenue by introducing new
market segments.
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In addition, operators have invested heavily into research and development to create an increased variety of
products including organic, low-fat and low-calorie goods to better appeal to consumers that have shifted away from
ice cream in recent years. For example, industry major player David Chapman's Ice Cream Limited, which has
developed numerous lactose-, sugar- and gluten-free products and has made these goods a focus of its brand
identity. Rising demand for such varieties of hard ice cream alongside increased consumer demand for soft ice
cream and yogourt has created a variety of market opportunities, particularly for small artisanal businesses. As a
result, the number of industry establishments is expected to grow an annualized 9.1% to 187 locations over the five
years to 2020.

SAVOURING CHANGE

Although frozen yogourt and soft ice cream are firmly established
offerings of the industry, demand for these products varies among
different demographic groups and geographic areas.

Typically, urban consumers prefer to indulge in frozen yogourt rather than traditional ice cream products, which
remain more popular in rural areas. This preference is evident from the concentration of fro-yo shops in urban
centres such as malls and business districts. In terms of demographic variations, younger Canadians are more
enthusiastic about frozen yogourt and similar soft products due to the customized nature of the experience.
Operators within this new segment usually enable customers to choose any combination and quantity of toppings,
which appears to justify the price premium carried by these products. Also, unlike older consumers, the younger
crowd prefers the self-serve element, which makes them the key downstream market for this product. This niche
product line has been a boon to the industry over the five years to 2020, although the pace of growth has slowed
relative to previous periods.

PROFIT

The largest input for industry products is milk and Canada's domestic
supply management program helps ensure stable milk production and
prices, which is beneficial to industry profitability.

Another key input for industry products is sugar and the world price of sugar has been much more volatile over the
past decade. For instance, the world price of sugar fell 22.7% in 2015 before recovering the following year, when it
rose 37.0%. Overall, the world price of sugar is forecast to decline at an annualized rate of 1.9% over the past five
years. Despite favourable movements in some input prices, diminished demand related to lower levels of consumer
spending caused by the spread of coronavirus, should cause profit to decline over the five years to 2020. Industry
profit, defined as earnings before interest and taxes, is expected to fall to 0.9% of industry revenue in 2020 as
operators endure increased transportations costs and supply chain disruptions, down from 5.4% in 2015.

Although ice cream manufacturers can pass cost hikes along to consumers, this may lower demand, as consumers
are quite price sensitive. At the same time, larger operators are typically less susceptible to losses in demand when
they lower prices, due to strong brand loyalty. The industry typically has high research and development costs from
its largest operators, which also require highly skilled workers to operate the mechanized production process. In
addition, the industry has experienced a growing number of smaller operators that depend more heavily on labour.
As a result of this growth in smaller operators, industry wages are expected to grow an annualized 6.4% to $147.7
million during the period.

GLOBALIZATION

The industry is highly globalized and is dominated by large foreign
multinationals such as Nestle SA and Unilever, which between them
control a significant share of the industry.

However, while foreign operators have a significant presence in the domestic market, the overall effect of trade is
limited in this industry due to the perishability of industry goods. As a result, most companies prefer to manufacture
goods close to the markets they will be sold in. While the value of imports is expected to grow at an annualized rate
of 16.7% to $54.8 million during the period, this still represents a marginal share of domestic demand. During the
same period, exports are expected to grow an annualized 28.2% to $20.2 million, representing only 2.2% of industry
revenue in 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
disposable

income
($)

2011 759 168 74.0 70.0 2,380 80.4 14.6 112 693 28,391
2012 759 163 76.0 72.0 2,516 62.6 18.8 117 716 28,883
2013 746 170 107 102 2,051 2.20 20.7 113 765 29,369
2014 724 166 122 116 2,100 3.70 26.0 114 747 29,466
2015 747 162 121 116 1,956 5.80 25.3 109 767 30,804
2016 735 158 131 125 1,882 19.9 19.6 106 735 30,333
2017 853 209 144 137 2,074 15.7 29.2 127 866 30,713
2018 938 193 160 153 2,446 10.9 41.5 144 969 30,873
2019 950 217 175 167 2,515 14.2 50.8 148 987 31,217
2020 930 175 187 179 2,522 20.2 54.8 148 965 33,528
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Industry Outlook
Outlook Over the five years to 2025, the Ice Cream Production industry in Canada

is forecast to continue to experience both challenges and growth
opportunities due to shifting trends in consumer markets.

While domestic health-consciousness will continue to expand demand for healthy goods, this will also continue to
create opportunities for industry operators as they develop new and healthier products to tempt consumers.
Meanwhile, the two-decade-long decline in per capita consumption appears to have stabilized, indicating that
significant declines in demand or production of industry goods are unlikely over the next five years.

The industry is likely to continue to experience growth in demand for frozen yogourt and soft ice cream while a
forecast increase in the consumer price index for food and growth in consumer spending levels will further prompt
increased purchases of premium products. Still, an expected decline in domestic per capita disposable income at an
annualized rate of 0.5% is expected to constrain revenue growth over the next five years, to a degree.
Consequently, over the five years to 2025, industry revenue is forecast to rise at a slower annualized rate of 1.4% to
$996.9 million.

HEALTHY PRODUCTS

Similar to the previous five-year period, Canadian ice cream producers are
expected to benefit from the continued expansion of the frozen yogourt
and soft ice cream product segments.

The continuation of this expansion will be driven by the continued shift by consumers toward healthier dessert and
snack options, as they become increasingly concerned about the perceived healthiness of food and beverage
products. Meanwhile, the fastest growing segment during the previous reporting period was soft ice cream. As a
result, competition within the segment is expected to further intensify as operators attempt to bolster production and
gain a larger share of this segment. Meanwhile, makers of traditional ice cream products, including David
Chapman's Ice Cream Limited and Nestle SA, are expected to capitalize on their existing brand loyalty by
introducing new flavour varieties and healthier options, including smaller-sized packages. Ultimately, operators that
are able to best shift product offerings toward new consumer preferences will have significant opportunities for
growth over the next five years.

With rising product innovation and opportunities for the production of niche goods, the total number of ice cream
manufacturers is anticipated to increase at an annualized rate of 5.5% to 234 enterprises over the next five years.
While large operators will continue to seek opportunities to automate production, most new entrants in recent years
have been smaller operators with limited access to capital and this trend is unlikely to change. As a result, industry
employment is forecast to rise more slowly at an annualized rate of 2.7% to 2,886 workers, as companies boost
production to meet the increasing demand for new industry products.

PROFITABILITY

A variety of factors will continue to affect profitability.

However, the industry's primary input is milk and there is unlikely to be any significant changes to the domestic
supply management system, which will diminish price volatility for operators. The price of sugar is far more volatile
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and IBISWorld expects the world price of sugar to increase at an annualized rate of 0.7% over the next five years.
Further, wages are forecast to rise at a faster rate than revenue, which will increase operating expenses relative to
revenue. However, the forecast improvement of the domestic economy following the spread of COVID-19
(coronavirus) is expected to fuel continued growth in the consumer price index for food and contribute to accelerated
growth in consumer spending, relative to the previous period. As a result, IBISWorld expects industry profit, defined
as earnings before interest and taxes, to improve to 5.2% of industry revenue in 2025, from 0.9% in 2020.

GLOBAL APPETITE

As operators offer increasing quantities of niche goods amid a continued
change in consumer preferences, external demand for premium domestic
goods such as sorbets and frozen yogourt is likely to rise.

Unlike the previous period, industry export growth is expected to be moderate, due to a forecast increase in the
relative value of the domestic dollar alongside more modest growth in exports to the United States. Over the five
years to 2025, exports are expected to grow an annualized 1.3% to $21.6 million. Meanwhile, high prices for
Canadian milk inputs and expected increase in the relative value of the Canadian dollar will make imported ice
cream products more affordable. Consequently, imports are projected to rise at an annualized rate of 1.5% to $59.0
million over the next five years.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income  ($)

2020 930 175 187 179 2,522 20.2 54.8 148 965 33,528
2021 942 209 198 190 2,587 20.5 55.6 151 977 31,957
2022 961 225 208 200 2,660 21.0 56.3 155 996 32,422
2023 975 230 219 211 2,738 21.2 57.4 159 1,011 32,586
2024 986 235 230 223 2,814 21.4 58.1 163 1,022 32,684
2025 997 238 241 234 2,886 21.6 59.0 167 1,034 32,767
2026 1,007 241 251 244 2,941 21.8 59.7 170 1,045 32,874

Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Ice cream production is characterized by a saturated domestic market

Demand for industry products is expected to be stable

The industry experiences full market acceptance of its products
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The Ice Cream Production industry in Canada is well-established and experiences full market acceptance of its
products. Demand for ice cream is projected to be fairly stable over the 10 years to 2025, although revenue is
expected to grow due to overall forecast growth in per capita disposable income and consumer spending, enabling
consumers to splurge on premium-priced frozen treats. Consequently, this industry is in the mature stage of its life
cycle. Over the 10 years to 2025, IBISWorld projects industry value added (IVA), which measures an industry's
contribution to the overall economy, to grow at an annualized rate of 4.0%. Meanwhile, Canada's GDP is forecast to
grow at an annualized rate of 1.8% during the same period. While this difference is expected growth would typically
be indicative of an industry in the growth stage, the magnitude of the expected IVA growth is enhanced by the
relatively poor performance of the industry over the previous decade. Accordingly, other factors are indicative of the
industry's maturity.

Ice cream production is characterized by a saturated domestic market and a range of well-established products and
manufacturers, which are common features of mature industries. The strong presence of major players limits the
success that new entrants can achieve. As competition continues to intensify, these top players generally scramble
for market share using mergers and acquisitions, leading to consolidation. Despite tough conditions in the light of
persisting health trends that constrain demand for most industry products, the industry has attracted new players on
the back of growing popularity of products such as frozen yogourt and a variety of new and healthier varieties of
existing products.

Although operators are constantly introducing novelty ice cream products and flavours to maintain demand, these
products are merely variations of existing ice cream treats. Developing and altering existing products is common to
mature industries, especially when the products are largely homogeneous, making differentiation critical to
maintaining market share.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Grocery Stores In Canada

Dairy Wholesaling in Canada

2nd Tier

Specialty Food Stores in Canada

Convenience Stores in Canada

Consumers in Canada

Key Selling Industries
1st Tier

Sugar and Confectionery Product Manufacturing In
Canada

Dairy Wholesaling in Canada

Cardboard Box & Container Manufacturing in Canada

2nd Tier

Dairy Farms in Canada

Products & Services

  The Ice Cream Production industry in Canada manufactures various
frozen treats designed to satisfy a diverse range of appetites and
cravings.

Operators produce branded and private label products. Private label products are manufactured and sold under a
store brand's name, whereas branded labels are produced and sold under one of the company's specific product
names. Industry products can be categorized into three segments, which include hard ice cream, soft ice cream and
other ice cream products.

HARD ICE CREAM

Hard ice cream makes up the largest share of industry products and is
expected to account for 68.6% of industry production in 2020, down from
72.4% in 2015.

This product segment serves traditional ice cream, which is typically manufactured with milk or cream, sugar,
stabilizers and flavourings. According to 2019 figures from the Government of Canada (latest data available), the
hard ice cream segment's share of industry production has fallen from close to as demand has increased at a more
rapid rate for other products, such as soft ice cream. Notably, hard ice cream production volumes in the early 2000's
were close to twice as high as current production levels. Production levels for hard ice cream dipped almost 15.0%
in 2015, although production levels have risen steadily since then, according to figures from the Government of
Canada. As Canadians' health concerns mount, consumers have increasingly switched to healthier dessert options
such as frozen yogourt. Nevertheless, this product segment remains highly lucrative for the major players and with
production levels having recently stabilized, this segment may grow as a share of production over the five years to
2025.

SOFT ICE CREAM

Demand for soft ice cream products has risen over the past five years to
2020.
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In 2020, soft ice cream production is expected to account for 14.0% of industry production, up from 10.1% in 2015.
Soft ice cream, also called soft serve, is produced by injecting air into a base of ice cream, causing a difference in
consistency. Demand for soft ice cream products rose steadily over most of the past decade, in contrast with
demand for hard ice cream products. Soft ice cream products are perceived as being a slightly healthier option than
hard ice cream by some consumers due to the lower milk fat content, so it has grown in popularity as consumers
have become increasingly health conscious.

OTHER ICE CREAM PRODUCTS

Other ice cream products include frozen yogourt, sherbet, sorbet,
flavoured ice and frozen tofu.

In 2020, other ice cream products are expected to account for 17.4% of industry production volume, down slightly
from 17.5% in 2015. The largest product within this segment is frozen yogourt and growth in demand for yogourt
products can be largely attributed to its overlap with current consumer health trends. Compared with hard and soft
ice cream, frozen yogourt has fewer calories and is lower in saturated fat in most cases, which appeals to health-
conscious consumers. Similarly, the production of products such as flavoured ice has grown as customers demand
for lower-calorie, low-fat substitute goods has increased.

Demand
Determinants

Health trends

Health trends influence tastes and preferences for ice cream products, which ultimately determines the production
mix of operators in the Ice Cream Production industry in Canada. A key trend affecting demand is Canadians'
growing health awareness, which has lowered overall demand for ice cream products over the past two decades. In
fact, between 2005 and 2019, the volume of domestic hard ice cream production has decreased almost 50.0%,
according to 2019 figures from the Government of Canada (latest data available). Specifically, concerns about high-
fat content and the unhealthy nature of some dairy-based foods had cut demand for traditional ice cream. To
address these concerns, industry operators now commonly produce a range of organic and reduced-fat or low-fat
products to appeal to health-conscious consumers.

Downstream demand

Food service establishments, grocery stores and convenience stores are major downstream markets for industry
operators. Weakening or poor performance in any of these downstream industries leads to lower demand for
industry products. Furthermore, demand from each downstream market is reflective of overall consumer appetite for
ice cream products.

Availability of substitutes

Growth in the price of ice cream products can harm demand to an extent, as Canadians switch to alternative
desserts, such as bakery goods, in addition to healthier options such as fruits. Premium-priced ice cream products
experience a certain level of brand loyalty. Nevertheless, demand for these products is still sensitive to price hikes,
especially during times of low disposable income when consumers typically switch to less expensive generic brands
or other substitutes.

Household disposable income

Typically, when consumers have more disposable income, they increase consumption expenditure on industry
products. Nevertheless, in some cases, a rise in income will encourage consumers to indulge in premium-priced
alternative desserts such as baked goods, in addition to pricier exotic fruits. In contrast, during economic downturns,
lower consumer spending leads to an increased consumption of comfort foods, which includes less expensive
generic brands of ice cream.
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Major Markets

  SUPERMARKETS AND GROCERY STORES

The majority of revenue generated by the Ice Cream Production industry
in Canada is accounted for by sales to downstream supermarket and
grocery markets.

The majority of ice cream sold to retail stores is sold in bulk quantity designed for at-home consumption. In 2020,
this market segment is expected to account for 53.6% of industry revenue, down slightly from 53.7% in 2015. This
market segment is the destination for a variety of value-packaged ice cream products, including premium ice cream,
sorbet and frozen yogourt.

GROCERY WHOLESALERS

Large ice cream producers generally have contracts with wholesalers that
distribute goods to other retailers.

In 2020, grocery wholesalers are expected to generate 28.7% of industry revenue, down from 34.8% in 2015.
Similar to many industries, downstream retailers have increasingly bypassed wholesalers over the five years to
2020, in an attempt to secure lower prices and increase profitability. This trend is expected to continue over the five
years to 2025.

OTHER RETAIL OUTLETS

Other retail outlets are expected to account for 15.5% of revenue in 2020,
up from 9.6% in 2015.

This market segment consists of gourmet ice creameries, cafes, restaurants, convenience stores, vending machines
and gas stations. Unlike supermarkets, these outlets offer a limited range of products, primarily in the form of single-
serve, impulse products. This segment's share of the industry has grown over the five years to 2020 as disposable
income increased, resulting in more consumers eating out and making impulse purchases.

EXPORTS

Over the five years to 2020, industry exports are expected to grow as a
share of revenue, due to increased trade with the United States and the
low value of exports to begin the period.

Additionally, growth in exports during the period was aided by a decrease in the relative value of the domestic dollar
compared with the currencies of Canada's largest trading partners, making domestic goods relatively more
affordable in foreign markets. Overall, exports are expected to account for 2.2% of industry revenue in 2020, up from
1.9% in 2015.
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International Trade Exports in this industry are    Low and Increasing

Imports in this industry are    Medium and Increasing

Imports

Competition from overseas for operators in the Ice Cream Production industry in Canada has increased over the five
years to 2020, with imports forecast to rise at an annualized rate of 16.7% to reach $54.8 million. Still, imports will
remain a minimal share of domestic demand, accounting for an estimated 5.7% in 2020. Due to the nature of
industry products, there is not a huge capacity for import growth. Import penetration has likely increased both due to
expanded US production and an increasing appetite for foreign ice cream products alongside the implementation of
several new free trade agreements in recent years. The United States is the largest source of industry imports,
accounting for an estimated 53.7% of total imports in 2020. South Korea, Taiwan and Russia are other important
sources of imports.

Exports

Over the past five years, the value of industry exports is expected to grow an annualized 28.2% to $20.2 million.
However, this expected growth is somewhat deceptive, as exports declined significantly between 2009 and 2013,
causing exports to be at an abnormally low level to begin the period. In 2020, IBISWorld estimates that exports will
account for 2.2% of industry revenue. The United States is the largest export market for the industry products by far,
with more than 95.0% of exports consisting of goods being sent across the southern border. The depreciation of the
domestic dollar during the period likely contributed to the strong forecast growth in exports, as it made industry
products relatively more affordable in foreign markets.
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Business
Locations

  Due to difficulties related to transportation, establishments in the Ice Cream Production industry in Canada are most often located
near sources of key inputs, such as dairy producers and sugar and sweetener processing plants. Producers must also remain
within a serviceable distance to large city markets. As a result, industry establishments are concentrated in the four provinces with
the highest population counts, which are Ontario, Quebec, British Columbia and Alberta.

Ontario, which accounts for the largest share of the Canadian population, holds the majority of industry establishments at 42.5%
of the total in 2020, according to 2020 figures from Statistics Canada (latest data available). Quebec follows with 24.6% of industry
establishments in 2020. British Columbia and Alberta are the next two largest provinces, at 17.3% and 8.4% of total industry
establishments, respectively in 2020. Notably, Ontario and British Columbia have both expanded as a share of total industry
participation, while Quebec has fallen over the five years to 2020.

All other provinces have a negligible presence of ice cream production facilities. Newfoundland had previously hosted two facilities
operated by Scotsburn Ice Cream Company, although both of them were closed during the reporting period, with the company
choosing to operate closer to its customers and transfer production to its facilities in Quebec.



Ice Cream Production in Canada January 2021

22 IBISWorld.com



Ice Cream Production in Canada January 2021

23 IBISWorld.com

Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Ice Cream Production industry in Canada has a moderate to high level of market share concentration. In 2020,
the top four producers are expected to account for about 60.0% of total industry revenue. However, the level of
market share concentration in the industry is expected to fall during the period as a result of sharp forecast growth in
industry participation. The bulk of these new companies are smaller, regional operators with a fraction of the
production capacity that the industry's major players have. The industry is composed of a range of operating
structures, with two of the largest operators, Nestle SA and Unilever, being large and vertically integrated
multinational conglomerates with dozens of brands. The two largest domestically owned operators are the Agropur
Dairy Cooperative (Agropur), the Canadian dairy collective, which acquired the assets of the previously private
industry operator Scotsburn Ice Cream Company (Scotsburn) in 2017 and the private company David Chapman's
Ice Cream Limited, both of which employ several hundred workers and have significant manufacturing capabilities.
Notably, the acquisition of Scotsburn by Agropur had no effect on the industry's market share concentration, as
Agropur has previously had no industry-relevant production, so it was through this acquisition that Agropur entered
the industry. However, while the majority of industry revenue is captured by these large players, the average
industry operator is a much smaller operation. In fact, according to 2020 figures from Statistics Canada (latest data
available), more than 40.0% of industry establishments are nonemployers and almost 80.0% of industry
establishments have fewer than 20 employees. So, while the industry is dominated by large multinationals with
brands famous across the globe, the majority of industry establishments are much smaller operators generating
significantly less in revenue, often producing fairly niche products.

Key Success
Factors

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

Establishment of brand names:
Larger companies generally benefit from brand loyalty, which is crucial to success because strong brand names are
perceived as higher quality and can grant access to key downstream markets.

Economies of scale:
Large-scale operators tend to have lower per-unit costs that enable them to compete more aggressively on price.

Guaranteed supply of key inputs:
Industry input costs can be highly volatile. Therefore, having guaranteed supplies of dairy and sugar inputs helps
keep production costs stable.

Production of premium goods:
Producing premium goods can attract consumers seeking indulgence. Specifically, organic and portable desserts
enable producers to compete for health-conscious and time-poor consumers.

Marketing of differentiated products:
Product differentiation of ice cream and frozen dessert types is necessary to capture market share and earn higher
returns.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to decline over the five years to 2020, from 5.4% of industry
revenue in 2015 to 0.9% in 2020. The industry is characterized by
relatively profitable ice cream products that command superior prices,
which typically enable producers to pass on commodity price hikes.
Profitability varied over the past five years due to wide fluctuations in
the prices of key inputs, namely sugar, although stability in the price of
milk typically keeps the volatility of profit much lower. The spread of
COVID-19 (coronavirus) is likely to contribute to the decline in profit in
2020, by increasing transportation costs and causing supply chain
disruptions for operators, while also limiting demand from key
downstream markets such as restaurants.

 

  Wages

Over the five years to 2020, large producers invested heavily in
machines and equipment to automate processes, which has enabled
production to increase without additional labour for these operators.
However, this shift toward technology has required operators to hire
more high-skilled labour to operate machinery, as well as participate in
research and development tasks. Further, the industry has experienced
an influx of small new operators that are likely more reliant on wages
than technology. Over the five years to 2020, wages are expected to
grow from 14.5% of revenue in 2015 to 15.9% in 2020.
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  Purchases

Purchases typically constitute the largest portion of industry costs.
Purchase costs are estimated to account for 61.5% of revenue in 2020,
up from 60.8% in 2015. Prices of key production inputs, such as milk,
sugar, corn syrup and glucose, primarily drive overall purchase costs.
Typically, operators hold supply contracts with upstream producers and
wholesalers to limit the input item price fluctuations. Nevertheless, over
the past five years, volatile and high prices of key inputs such as sugar
have mainly driven up purchase costs. Other inputs include fuel for
delivery operations, flavourings, fruits, nuts, colourings, additives and
packaging materials.

 

  Marketing

Marketing, which is expected to account for 2.1% of revenue in 2020,
up from 1.9% in 2015, is another key cost because branding helps drive
revenue growth. Marketing costs are significantly higher for large
operators such as Unilever and Nestle SA, which invest heavily in
aggressive advertising, marketing and promotional activities to increase
customer loyalty and retention rates. These strategies include
expensive media advertisements, point-of-purchase tasting, displays
and related promotional costs.

 

  Depreciation

Depreciation costs are expected to account for 2.0% of industry
revenue in 2020, up from 1.8% in 2015. Depreciation tends to be fairly
stable as a share of revenue, as depreciation expenses tend to be fixed
and industry revenue is not very volatile.
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  Rent

Rent expenses are estimated to account for 4.0% of industry revenue in
2020, up from 3.2% in 2015. This figure is fairly high for a
manufacturing industry and is reflective of the influx of small operators
that may be unable to purchase a manufacturing space.

 

  Utilities

Utilities are forecast to account for 2.9% of industry revenue in 2020,
down slightly from 3.0% in 2015.

 

  Other Costs

Other costs consist of overhead expenses such as logistics and
distribution, interest rates, insurance, professional service fees and
administrative costs. Other costs are expected to account for 10.7% of
industry revenue in 2020, up from 9.5% in 2015.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  INTERNAL COMPETITION

While the market for products in the Ice Cream Production industry in
Canada is saturated with well-established, brand-name frozen
indulgences, consumers are still price sensitive and can easily switch to
lower-priced substitutes.

This price sensitivity varies between different types of products. For instance, buyers of gourmet and premium ice
cream treats are typically less sensitive to price fluctuations, whereas demand for the take-home size ice cream
products is highly susceptible to shifting prices. The quality of a product also determines the price. Manufacturers
with well-renowned brands command higher prices due to perceived superior quality. At the other end of the
spectrum, generic-brand ice creams are perceived to be of lower quality, hence charging lower prices. Despite the
inferior pricing conditions, the growing segment of low-priced, private-label supermarket brands has largely
intensified price-based competition.

Developing and maintaining strong relationships with downstream distributors is another critical area of competition.
The ability to secure optimal impulse purchase outlets (e.g. checkout aisles) and supermarket freezer space has
conventionally set market leaders apart from their competitors. Brands with recognizable products or packaging
placed at strategic locations also have the best chance of maximizing sales at the retail level. As competition
mounts, manufacturers are expanding their traditional distribution networks to include convenience stores, drug and
discount stores, small specialty stores, street vendors and other venues with high pedestrian traffic.

Due to limited growth opportunities, it is critical for ice cream manufacturers to distinguish themselves from the
competition to maintain market share. Changing consumer tastes and dietary trends have encouraged producers to
innovate the types of ice cream they make, such as soy, organic and low fat, as well as their packaging, marketing
and labelling initiatives.

EXTERNAL COMPETITION

While import figures are still a minimal share of domestic demand,
industry operators have endured increased competition from foreign
producers.

Typically, the United States accounts for the majority of all imports of the industry products, largely due to its
geographic proximity, as well as favourable trading conditions with Canada.

Aside from import competition, ice cream products also compete with other desserts and treats, including fresh and
frozen bakery goods, chocolate, candy and fruits. According to 2016 figures from the Canadian Dairy Commission
(latest data available), Canadians' growing awareness of health concerns related to high-calorie foods and the rise
of alternative treats has cut consumption of ice cream significantly over the past 15 years, with per capita ice cream
consumption falling from 9.3 litres in 2003 to 4.44 litres in 2016. However, the pace of the decline in consumption
has slowed significantly in recent years and in fact per capita ice cream consumption has been mostly flat during the
reporting period.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  Barriers to entry into the Ice Cream Production industry in
Canada are moderate, although they vary among product
segments. The most significant barrier is the capital
investment required to start a new company, especially as
ice cream producers have increasingly invested in
machinery to automate production. Consequently, new
entrants unable to afford these investments may be
unable to enter the industry.

Another significant threat that new entrants must endure
is the massive scale of the industry's largest players such
as Nestle SA and Unilever. These global conglomerates
experience high brand and customer loyalty, while having
considerable resources to invest in advertising and
promotions to help grow and protect their market share.
Large advertising budgets also enabled companies to
aggressively promote their ice cream through a range of
media outlets typically inaccessible to new entrants.
Although these are not barriers to entry, they may hamper
the success of new entrants.

Furthermore, larger players typically have favourable
contracts with key downstream distributors such as
grocery stores and supermarkets, which may be more
challenging to secure for new entrants. All of the
industry's incumbent players have efficiencies created by
economies of scale due to their size of production.
Meanwhile, new entrants tend to be smaller and incur
higher production costs, which impedes profitability,
making it tougher to compete.

Nevertheless, new entrants successfully establish
themselves in the industry, mostly in the low-priced,
unbranded segments. Smaller players carve out regional
market niches such as gourmet gelato makers, frozen
yogourt shops or premium ice creameries, reducing direct
competition from well-established players. Also, some
opportunities exist for niche producers in the health-
oriented and high-end markets.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Low and the trend is Increasing

  The Ice Cream Production industry in Canada has a low level of globalization due to its minimal participation in
international trade. Historically, imports have accounted for less than 5.0% of domestic demand. Over the five years to
2020, import penetration is expected to increase an annualized 16.7% and grow to satisfy 5.7% of domestic demand in
2020.

Meanwhile, exports are expected to account for just 2.2% of industry revenue in 2020. Notably, while this figure
represents a drop relative to prior decades, exports were at a historical low in the early years of the reporting period and
so the value of exports has actually grown over the past five years. However, two of the industry's largest operators are
foreign multinational ice cream producers, with Unilever having co-headquarters in London and Rotterdam and Nestle SA
being based out of Switzerland. The presence of these companies has increased the industry's exposure to globalization
by introducing technology sharing, transnational marketing and global sourcing to the marketplace. Over the past five
years, globalization has been growing steadily, with most imports and exports becoming more important sources of
industry income generation.
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Major Companies

Major Players Unilever

Market Share: 18.5%

Brand Names Ben & Jerry's, Klondike, Popsicle, Breyers,
Magnum

  Unilever, headquartered in Rotterdam, Netherlands, was first established in 1930 and has grown to become one of
the largest global producers and suppliers of consumer goods. According to the company's 2019 annual report
(latest data available), 13 of the world's top 50 brands are owned by Unilever and the company sells products in
more than 190 countries. Additionally, the group employs more than 150,000 people globally in more than 300
factories across 69 countries. Unilever generated $77.3 billion in total revenue in 2019, according to its 2019 annual
report.

For the majority of the reporting period, Unilever had four operating segments, which included personal care (e.g.
hair care and skin care products), food (e.g. bouillon, snacks and mayonnaise), home care (e.g. laundry detergent
products and soap bars) and refreshments (e.g. ice cream, tea-based beverages and weight-management
formulas). Beginning in January 2018, Unilever has switched to only three operating segments, having combined its
food and refreshments units. Unilever is one of the world's leading ice cream producers and the largest seller of
packaged tea. Unilever manufactures well-known brands such as Ben & Jerry's, Breyers, Klondike, Magnum and
Popsicle, many of which have high customer loyalty due to their strong brand image. More recently, the company
has focused its efforts on developing ice cream options that satisfy Canadians' shift toward healthier desserts. For
instance, Unilever plans to transform more than 80.0% of its children's ice cream into lower-calorie products to
address the childhood obesity pandemic. Additionally, the Breyers brand boasts using 100.0% Canadian antibiotic-
free milk and cream.

Financial performance

Unilever's industry-relevant revenue is expected to decline an annualized 1.2% to $172.5 million over the five years
to 2020, as a result of lower expected sales of products in the food and refreshment segment. Additionally, as the
company has tried to introduce new products to meet changes in consumer preferences, the popularity of these
products has fluctuated and introduced additional volatility to the company's industry-relevant revenue. Furthermore,



Ice Cream Production in Canada January 2021

31 IBISWorld.com

recent macroeconomic volatility, combined with the spread of COVID-19 (coronavirus), is expected to influence
demand for industry products and ultimately lower downstream demand to a degree. Despite the forecast decline in
industry-relevant revenue, profit is expected to improve as the company continues to introduce healthier and more
costly alternatives to existing products. As a result, Unilever's industry-relevant profit, defined as earnings before
interest and taxes, is expected to grow an annualized 7.0% to $21.3 million during the period.

 
Unilever (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 183.6 N/C 15.2 N/C
2016 181.6 -1.1 17.6 15.8
2017 180.2 -0.8 24.3 38.1
2018 183.8 2.0 24.4 0.4
2019 175.2 -4.7 22.8 -6.6
2020 172.5 -1.5 21.3 -6.6

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

Agropur Dairy Cooperative

Market Share: 16.0%

Brand Names Baskin Robbins

  Founded in 1900 and headquartered in Longueuil, QC, Scotsburn Co-operative Services (Scotsburn) was a
processor and distributor of a range of dairy goods, including fluid milk, ice cream and butter. The company
employed close to 350 workers and maintained facilities in Quebec and Nova Scotia. In early 2017, Scotsburn's ice
cream production assets and brand were acquired by Agropur Dairy Cooperative (Agropur) as part of Agropur's
expansion into the domestic ice cream market. Through Agropur's acquisition of Scotsburn's frozen dairy product
manufacturing assets, which primarily consisted of two manufacturing facilities capable of producing more than 50.0
million litres a year, it now participates in the Ice Cream Production industry in Canada. According to the company's
2019 annual report (latest data available), Agropur is one of the largest dairy producers in Canada and generated
$7.3 billion in total revenue in 2019.

Prior to the acquisition, Agropur did not have any industry-relevant facilities. Scotsburn's products include a variety
of ice cream goods, frozen yogourt and some premium goods and private label products for major retail customers.
Over the five years to 2020, the company has increasingly invested in the research and development of new
products to attract consumers with changing tastes. For example, in 2015, the company was recognized for one of
the year's best new products at the Canadian Grand Prix New Product Awards for the development of Scotsburn's
Premium Inclusion Ice Cream Bars.

Prior to the acquisition, Scotsburn appears to have been struggling and sought a variety of methods to improve its
position. Prior to the period, it sold its fluid milk business to Saputo Inc. for $61.0 million, ostensibly to focus on its
ice cream production. In 2016, to further cut costs, it closed a popsicle manufacturing plant in New Brunswick and
an ice cream production facility in Newfoundland, although it has transitioned most of the production from these
facilities to its facilities in Quebec and Nova Scotia, so the company did not post a loss that year despite these
closures.

Financial performance

Prior to the acquisition, Scotsburn had been a private company that never released revenue information and
IBISWorld estimates were based on its employment size. However, through the acquisition, it was revealed that
Scotsburn had total annual sales of nearly $150.0 million. Over the five years to 2020, the company's industry-
relevant revenue is forecast to increase an annualized 3.6% to $149.2 million, as the company continues to attract
new consumers across Canada. The company's industry-relevant operating profit, defined as earnings before
interest and taxes, is expected to increase an annualized 4.7% to $10.7 million, as the sale of pricier products, such
as Scotsburn's Premium Inclusion Ice Cream Bars, grew during the period.
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Agropur Dairy Cooperative (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 125.0 N/C 8.5 N/C
2016 126.6 1.3 9.5 11.8
2017 136.4 7.7 14.4 51.6
2018 142.9 4.8 11.7 -18.8
2019 154.4 8.0 14.2 21.4
2020 149.2 -3.4 10.7 -24.6

Source: Annual Report and IBISWorld
Note: *Estimates

David Chapman's Ice Cream Limited

Market Share: 13.8%

Brand Names Chapman's

  Founded in 1973 and headquartered in Markdale, ON, David Chapman's Ice Cream Limited (Chapman's), is a family
business that manufactures a variety of ice cream products. According to company management, Chapman's is
Canada's largest independent ice cream producer, manufacturing and distributing close to 300 different types of
products including frozen yogourt, sorbets, sundaes, cones and ice cream sandwiches. Chapman's operates one
production facility, in addition to a distribution centre and a warehouse, all located in Ontario. The company employs
between 350 and 600 workers depending on the time of year.

While the company offers a wide range of traditional ice cream products, Chapman's has established its niche by
developing ice cream products for consumers with dietary restrictions, including celiac disease, peanut allergies and
lactose intolerance. Thus, the company distinguished itself from large competitors such as Unilever by offering a
variety of nut-free, lactose-free, gluten-free and sugar-free options, as well as diverse flavours such as rum raisin
and orange pineapple. The company's manufacturing facility is located in Markdale, ON.

Financial performance

Chapman's is a family owned, private company, so no information related to its yearly revenue has ever been
publicly released. However, based on estimates related to the company's size, IBISWorld expects that Chapman's
industry-relevant revenue will increase at an annualized rate of 4.5% to reach $128.5 million over the five years to
2020. Chapman's is the largest private ice cream manufacturer in the country and while it's typically less profitable
than major manufacturers such as Nestle SA and Unilever, those companies sell their products at higher price
points. Over the five years to 2020, the company's industry-relevant operating profit, defined as earnings before
interest and taxes, is forecast to grow an annualized 3.9% to $8.6 million.

 
David Chapman's Ice Cream Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 103.2 N/C 7.0 N/C
2016 101.6 -1.6 7.6 8.6
2017 117.8 15.9 12.5 64.5
2018 129.6 10.0 10.6 -15.2
2019 131.2 1.2 12.1 14.2
2020 128.5 -2.1 8.6 -28.9

Source: IBISWorld
Note: *Estimates
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Nestle Waters Canada Inc.

Market Share: 12.3%

Brand Names Haagen-Dazs, Nestle Drumstick, Skinny
Cow, Parlour, Sundae Swirlz

  Nestle SA (Nestle) is a Switzerland-based multinational company and one of the world's largest food producers. The
company manufactures a range of chocolate, confectionery, ice cream, beverage, dairy and pet food products that
are sold across more than 180 countries on all major continents. According to the company's 2019 annual report
(latest data available), it also employs about 290,000 people and has factories in more than 80 countries. Nestle
organizes its worldwide operations into three geographic zones, which include Europe, the Middle East and North
Africa; the Americas; and Asia, Oceania and sub-Saharan Africa. In 2019, Nestle generated $123.6 billion in total
revenue.

Nestle operates in seven segments that include powdered and liquid beverages, water, milk products and ice cream,
nutrition and health science, prepared dishes and cooking aids, confectionery and pet care. Nestle participates in
the Ice Cream Production industry in Canada through ice cream sales, which are captured in its milk products and
ice cream segment. The company manufactures and distributes ice cream and frozen dessert products under
brands that include Haagen-Dazs, Nestle Drumstick and Skinny Cow. More recently, Nestle has increasingly
invested in low-fat ice cream varieties and frozen yogourt products to meet shifting demand preferences prompted
by health trends. For instance, in recent years, Nestle has released a variety of low-lactose and dairy-free flavours.

In recent years, the company has pursued several domestic developments. It began an expansion of its London,
ON, facility in 2016 to increase capacity and in March 2018, Nestle announced a $51.5 million investment to further
increase capacity. This latest expansion will increase the factory's size by 836.1 square metres. Moreover, the
company is focusing on sustainable production as well. The London, ON, factory of Sundae Swirlz, Real Dairy and
Parlour ice cream brands reached zero waste to landfills in 2015.

Financial performance

Over the five years to 2020, IBISWorld estimates that Nestle's industry-relevant revenue will decline an annualized
7.4% to $114.6 million. Similar to other major companies, Nestle invests heavily in research and development in an
attempt to meet changes in consumer preferences. Still, a significant reported decline in revenue from ice cream
products between 2015 and 2019 has been the primary driver behind the decline in industry-relevant revenue during
the period. Industry-relevant profit, defined as earnings before interest and taxes, is expected to decline at a similar
annualized rate of 7.1% to $19.7 million, as operators have increasingly invested in the development of new
products.

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

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 168.4 N/C 28.4 N/C
2016 171.8 2.0 31.7 11.6
2017 117.3 -31.7 22.0 -30.6
2018 126.5 7.8 24.1 9.5
2019 124.3 -1.7 15.7 -34.9
2020 114.6 -7.8 19.7 25.5

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

Capital
Intensity

The level of capital intensity is    Medium

  The Ice Cream Production industry in Canada has a
moderate level of capital intensity. Using wages as a proxy
for labour and depreciation as a proxy for capital,
IBISWorld estimates that for the average industry operator,
for every $1.00 spent on labour, $0.12 will be spent on
capital in 2020. Capital intensity can vary significantly
depending on the size of the industry player, as large
producers typically have invested substantial capital in
production and distribution technologies and run larger
factories capable of producing millions of litres of ice cream
in a year. However, due to the scale of production,
depreciation tends to be slightly lower as a share of overall
revenue for large operators. Meanwhile, small producers
tend to rely more heavily on labour in the production
processes due to their more limited capital levels.

While larger operators produce goods on a significantly
larger scale, the machines used tend to be similar.
Machines include mixers and freezers that automatically
control mixing speeds and temperatures. In addition to
capital expenditures, operators need workers that are able
to operate machinery, participate in research and
development and perform customer service functions.
Alternatively, ice cream manufacturers require high levels
of capital expenditure to increase productivity without
additional labour.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Medium Rate of
Innovation

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

Very High Innovation
Concentration

Very Likely A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

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

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.

Very High Market
Concentration

Very Likely A ranked measure of the largest core market
for the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

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

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.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

The Ice Cream Production industry in Canada has a low to moderate level of
revenue volatility.

Volatility in demand for industry products is a function of a variety of factors, but primarily fluctuations in household incomes
and overall downstream demand alongside the cost of raw materials. Commodities such as milk and sugar represent
primary inputs in the production process and any changes in their prices can affect the price of industry products. Over the
five years to 2020, the world price of sugar has fluctuated somewhat, although according to the Canadian Dairy Information
Centre, the price index for industry products and for milk has been stable during the period. This is primarily because
domestic milk operates under a milk quota system that helps to set prices and production for the country.

Over the past five years, rising disposable income levels have increased consumer purchasing power and enabled
consumers to increase spending on discretionary products such as ice cream. Also, product innovation, particularly of
healthy varieties and premium products, raised demand for industry products. As a result, production amounts of several
industry products have risen over the past five years.

The level of technology change is    Medium

  Production technology

Ice cream is manufactured with two key product characteristics in mind, which
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are smoothness and creaminess.

For the most part, there has been little significant change to the process of ice cream manufacturing in recent decades.
However, advances have been made in refining formulations and process systems. For example, advanced ingredient
technology enabled manufacturers to introduce a new range of low fat and sugar free premium ice creams and frozen
dessert products, including frozen yogourt and sherbets. Technical advancements in processing equipment also made it
possible to produce new shapes, sizes and flavours of frozen novelties. A large emphasis is placed on the development
and introduction of unique flavours, which help maintain an element of brand loyalty. Overall, the technology used in ice
cream manufacturing varies among participants in the industry. Larger operators typically invest more money in research
and development and are better positioned to make investments in new plants and equipment.

Distribution systems

In recent years, compliance with radio-frequency identification (RFID)
mandates imposed by Walmart Inc.

(Walmart) and other large retailers has pushed industry operators to integrate RFID in their distribution systems. Walmart
requires key suppliers to send RFID-tagged cases and pallets to Walmart distribution centres so that it can access
inventory data as products move through the supply chain. Transportation systems for frozen products were also upgraded
to reduce spoilage and to economize loading and distribution costs.

Technology and systems disruption

In response to increasing consumer demand for healthier or dairy-free ice
cream products produced by the Canadian Ice Cream Production industry,
new and unconventional companies have emerged.

This has leveraged innovatory production processes to capitalize on consumer trends by offering alternative ice cream
varieties, such as those derived from almond and coconut milk. However, these trends have yet to create a significant
disruption to industry operations. Instead, these new variations of ice cream have created a new market for consumers that
were unable or unwilling to eat traditional ice cream products.

Revenue
Volatility

The level of volatility is    Medium

  The Ice Cream Production industry in Canada has a low to moderate level of
revenue volatility.

Volatility in demand for industry products is a function of a variety of factors, but primarily fluctuations in household incomes
and overall downstream demand alongside the cost of raw materials. Commodities such as milk and sugar represent
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primary inputs in the production process and any changes in their prices can affect the price of industry products. Over the
five years to 2020, the world price of sugar has fluctuated somewhat, although according to the Canadian Dairy Information
Centre, the price index for industry products and for milk has been stable during the period. This is primarily because
domestic milk operates under a milk quota system that helps to set prices and production for the country.

Over the past five years, rising disposable income levels have increased consumer purchasing power and enabled
consumers to increase spending on discretionary products such as ice cream. Also, product innovation, particularly of
healthy varieties and premium products, raised demand for industry products. As a result, production amounts of several
industry products have risen over the past five years.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The regulation of the Canadian Ice Cream Production industry is carried out on
federal and provincial levels through regulatory agencies.

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

CANADIAN FOOD INSPECTION AGENCY

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

The CFIA is also responsible for the administration and enforcement of the Food and Drugs Act, which is the primary
legislation governing the safety and nutritional quality of food sold in Canada. The role of the Act and its regulations is to
protect the public against health hazards and fraud from the sale of food and beverages, among other items. The Act
governs food labelling, advertising and claims, food standards and compositional requirements, foods for special dietary
uses, chemical and microbial safety, food additives, fortification, packaging material and pesticides.

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

SUPPLY MANAGEMENT

To produce industry goods, operators need access to a steady supply of milk.

Milk production in Canada is subject to the domestic supply management system that attempts to manage overall
production to enable farmers to sell milk at stable prices. This system primarily affects the potential supply of milk and has
an indirect effect on industry performance. For more information on this system's effect on Canadian dairy production, refer
to IBISWorld report 31151CA, Dairy Product Production in Canada.

Industry
Assistance

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

The Ice Cream Production industry in Canada receives little direct assistance
from government sources.

One source of assistance to the industry has been through trade agreements such as the North American Free Trade
Agreement that opened up overseas markets for Canadian ice cream products. Still, given the perishable nature of industry
products trade figures are natural constrained. Over the five years to 2020, industry exports are expected to decline, so the
positive effects from such trade agreements have been minimal.

The industry also receives assistance via tariffs, although the key trading partner, the United States, is currently able to
freely trade with Canada. A tariff of 9.5% is in place on imports of flavoured ice and ice sherbets. There is also a 6.5% tariff
on imports of other ice cream products. When the volume of imports exceeds the access commitment, however, the tariff
jumps to an enormous 277.0%. Nevertheless, effects of this tariff rate are negligible on industry trade, as the majority of
imports come from the United States. Furthermore, imports currently satisfy a minute share of domestic demand, usually
less than 5.0% of the total. No other formal assistance is provided to this industry, except indirect aid via industry
associations for upstream input processors.

Additionally, Canada's dairy supply management system sets strict milk production quotas and prices. This indirect
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assistance to upstream dairy farmers means that the price of raw milk, one of the industry's largest inputs, fluctuates very
little, imposing a degree of stability on the industry's purchase costs.

Due to the spread of COVID-19 (coronavirus), the Canadian government has instituted a variety of assistance programs
that various 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. 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.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income ($)

2011 759 168 74.0 70.0 2,380 80.4 14.6 112 693 28,391
2012 759 163 76.0 72.0 2,516 62.6 18.8 117 716 28,883
2013 746 170 107 102 2,051 2.20 20.7 113 765 29,369
2014 724 166 122 116 2,100 3.70 26.0 114 747 29,466
2015 747 162 121 116 1,956 5.80 25.3 109 767 30,804
2016 735 158 131 125 1,882 19.9 19.6 106 735 30,333
2017 853 209 144 137 2,074 15.7 29.2 127 866 30,713
2018 938 193 160 153 2,446 10.9 41.5 144 969 30,873
2019 950 217 175 167 2,515 14.2 50.8 148 987 31,217
2020 930 175 187 179 2,522 20.2 54.8 148 965 33,528
2021 942 209 198 190 2,587 20.5 55.6 151 977 31,957
2022 961 225 208 200 2,660 21.0 56.3 155 996 32,422
2023 975 230 219 211 2,738 21.2 57.4 159 1,011 32,586
2024 986 235 230 223 2,814 21.4 58.1 163 1,022 32,684
2025 997 238 241 234 2,886 21.6 59.0 167 1,034 32,767

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2011 -18.3 -21.9 12.1 12.9 -12.9 -4.18 1.38 -19.5 -19.4 -0.58
2012 0.10 -3.27 2.70 2.85 5.71 -22.1 28.8 3.92 3.29 1.73
2013 -1.76 4.41 40.8 41.7 -18.5 -96.5 10.1 -3.44 6.85 1.68
2014 -2.93 -2.24 14.0 13.7 2.38 68.2 25.6 1.15 -2.35 0.33
2015 3.18 -2.83 -0.82 0.00 -6.86 56.8 -2.70 -4.66 2.72 4.54
2016 -1.61 -2.23 8.26 7.75 -3.79 243 -22.5 -2.77 -4.15 -1.53
2017 16.0 32.5 9.92 9.60 10.2 -21.1 49.0 19.9 17.9 1.25
2018 10.0 -8.03 11.1 11.7 17.9 -30.6 42.1 14.2 11.9 0.52
2019 1.22 12.7 9.37 9.15 2.82 30.3 22.4 2.49 1.81 1.11
2020 -2.08 -19.5 6.85 7.18 0.27 42.3 7.87 -0.21 -2.20 7.40
2021 1.30 19.5 5.88 6.14 2.57 1.48 1.45 2.30 1.31 -4.69
2022 1.94 7.80 5.05 5.26 2.82 2.43 1.25 2.71 1.89 1.45
2023 1.47 2.04 5.28 5.50 2.93 0.95 1.95 2.57 1.52 0.50
2024 1.09 2.08 5.02 5.68 2.77 0.94 1.21 2.51 1.11 0.29
2025 1.15 1.53 4.78 4.93 2.55 0.93 1.54 2.26 1.18 0.25

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 22.2 2.11 10.6 319 14.8 32.2 47,101
2012 21.5 2.63 8.24 302 15.3 33.1 46,304
2013 22.8 2.71 0.29 364 15.1 19.2 54,851
2014 23.0 3.48 0.51 345 15.7 17.2 54,190
2015 21.6 3.30 0.78 382 14.5 16.2 55,470
2016 21.5 2.67 2.71 391 14.3 14.4 56,057
2017 24.6 3.37 1.84 411 14.8 14.4 60,993
2018 20.5 4.28 1.16 384 15.4 15.3 59,035
2019 22.9 5.15 1.49 378 15.6 14.4 58,847
2020 18.8 5.68 2.17 369 15.9 13.5 58,565
2021 22.2 5.69 2.18 364 16.0 13.1 58,407
2022 23.4 5.65 2.19 361 16.2 12.8 58,346
2023 23.6 5.68 2.17 356 16.3 12.5 58,145
2024 23.8 5.68 2.17 350 16.6 12.2 57,996
2025 23.9 5.70 2.17 345 16.7 12.0 57,831

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

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

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

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

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

Industry Jargon CELIAC DISEASE
A hereditary, chronic intestinal disorder, commonly known as gluten intolerance.

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

RADIO-FREQUENCY IDENTIFICATION (RFID)
A technology that tracks products by releasing continuous signals from a chip from the time they leave the assembly
line to the time they leave the store.

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

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

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

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

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

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

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

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

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

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