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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:

· Exports account for more than half of industry revenue. The spread of COVID-19 (coronavirus) has threatened
global supply chains and slowed international trade activity. Industries such as the Canadian Cookie, Cracker and
Pasta Production industry, which engage in a high level of international trade, are expected to experience further
obstacles related to shipping costs and bottlenecks. For more detail, please see the International Trade chapter.

· Import competition has recently grown in this industry, as some consumers have shifted demand toward premium
products supplied by foreign countries, such as Italy. The coronavirus pandemic will likely dampen competition from
external markets, potentially aiding operators with a heavy focus on domestic operations. For more detail, please
see the Demand Determinants chapter.

· Industry products, which are generally considered essentials to many consumers, are anticipated to experience a
steady level of demand as many Canadian's continue to work or study from home. As a result, IBISWorld expects
that operators that focus primarily on domestic sales may have additional opportunities for revenue growth in 2021.
For more detail, please see the Current Performance 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 Cookie, Cracker and Pasta Production industry in Canada makes cookies, crackers and pasta from purchased

ingredients, such as flour, sugar, salt, seasoning, emulsifiers, flavourings, syrups, preservatives, gluten and food
acids. The final products are then packaged and distributed to grocery wholesalers, supermarkets, specialty food
stores and food service contractors.

Major Players Weston Foods (Canada) Inc.

Kellogg Co.

Mondelez Canada Inc.

Main Activities The primary activities of this industry are:

Producing cookies

Producing crackers

Producing flour and dough mixes

Producing dry pasta

Combining dry pasta with other ingredients

The major products and services in this industry are:

Cookies and crackers

Dry pasta

Dough and flour mixes
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Supply Chain

SIMILAR INDUSTRIES

Cereal Production in Canada Bread Production in Canada Snack Food Production in
Canada

Baking Mix & Prepared Food
Manufacturing in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Bakery Goods
Manufacturing

Cookie, Cracker & Pasta
Production in the US

Cereal, Pasta and Baking Mix
Manufacturing in Australia

Biscuit Manufacturing in Australia

Biscuit Production in China Biscuit Production in the UK Pasta Product Manufacturing in
the UK

Biscuit Manufacturing in New
Zealand

Cereal, Pasta and Baking Mix
Manufacturing in New Zealand
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Industry at a Glance
Key Statistics

$3.4bn
Revenue

Annual Growth

2016–2021

-1.2%

Annual Growth

2021–2026

0.9%

Annual Growth

2016–2026

 

$191.4m
Profit

Annual Growth

2016–2021

3.6%

  Annual Growth

2016–2021

 

5.7%
Profit Margin

Annual Growth

2016–2021

1.2pp

  Annual Growth

2016–2021

 

97
Businesses

Annual Growth

2016–2021

0.4%

Annual Growth

2021–2026

1.0%

Annual Growth

2016–2026

 

11,410
Employment

Annual Growth

2016–2021

1.1%

Annual Growth

2021–2026

1.1%

Annual Growth

2016–2026

 

$465.2m
Wages

Annual Growth

2016–2021

3.1%

Annual Growth

2021–2026

1.0%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.9%
Demand from supermarkets and
grocery stores

-1.9%
World price of sugar

10.3%
World price of wheat

1.8%
Per capita disposable income

1.5%
Canadian effective exchange rate
index

 
Industry Structure

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Concentration

Medium

  Regulation & Policy
Medium / Steady   Technology Change

Medium

  Barriers to Entry
Medium / Steady   Competition

Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Industry Globalization

High / Steady

 

Key Trends

 Gluten-free products are often more expensive for
consumers, providing more revenue

 Industry performance is heavily dependent on foreign
demand

 Trends toward organic and all-natural products with a
homemade feel have opened a niche

 A depreciating Canadian dollar is expected to encourage
demand for industry goods from foreign markets

 Producers are expected to contend with intensifying
competition from producers of substitute goods

 Proximity to the grains markets will help Canada remain a
competitive choice for corporations

 Producers have experienced intensifying competition from
foreign manufacturers
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Product/Service Concentration

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Performance Drivers

  Per capita disposable income



Cookie, Cracker & Pasta Production in Canada August 2021

9 IBISWorld.com

Executive Summary Lots of dough: A depreciating Canadian dollar will likely support export
growth

Over the five years to 2021, the Cookie, Cracker and Pasta Production industry in Canada has experienced variable
demand. Improving discretionary income levels have enabled consumers to trade up to premium and branded
goods, helping maintain industry performance. In response to health concerns and the rise of diet trends that curb
the consumption of wheat-based food or sugary snacks, producers introduced a variety of brand extensions,
including nonwheat pasta, gluten-free cookies and portion conscious treats. The COVID-19 (coronavirus) pandemic
held down industry growth in 2020 due to falling industry exports despite strong retail demand for industry products.
These dynamics have caused industry revenue to decline at an annualized rate of 1.2% to $3.4 billion over the five
years to 2021, despite an anticipated growth of 0.5% in 2021 alone as consumer demand remains elevated.

Producers benefited from growing demand for biscuits and pasta in foreign markets, as exports increased during the
period, driven by downstream markets in the United States, which is expected to account for over 95.0% of total
exports in 2020. While the industry benefited from increased foreign demand for its goods, producers also
experienced intensifying competition from foreign manufacturers, leading to a decrease in profit. As per capita
disposable income increased, some consumers traded up to imported products, such as specialty pasta from Italy,
the industry's second-largest source of imports. The outbreak of COVID-19 (coronavirus) and led to a fall in the level
of international trade of industry goods in addition to other disruptions to industry supply chains as operators
scrambled to adjust to changing economic conditions.

Over the five years to 2026, the industry is anticipated to remain steady. As the Canadian dollar depreciates,
industry goods are expected to be more affordable in foreign markets, spurring the growth of exports, which are a
major source of industry revenue. While producers are expected to contend with intensifying competition from
foreign manufacturers and producers of substitute goods, such as bread and potato chips, product innovation and
the introduction of more healthful brand extensions are expected to support the industry. Overall, IBISWorld
forecasts industry revenue to increase at an annualized rate of 0.9% to $3.5 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Per capita disposable income

As the economy continues to recover, per capita disposable income is expected to rise. Greater discretionary
income enables consumers to trade up to more expensive products and purchase a greater variety of goods,
supporting industry performance. Per capita disposable income is expected to decline in 2021.

 

Demand from supermarkets and grocery stores

The Supermarkets and Grocery Stores industry in Canada comprises the largest food retail channel in Canada.
These establishments retail general lines of food products that include a wide range of industry products and
provides a prime source of downstream demand for manufacturers of snacks and pasta. In 2021, demand from
supermarkets and grocery stores is expected to decrease, yet remain at historically high level as consumers
continue to eat-in, thus representing a declining opportunity for the industry.

 

World price of wheat

Flour, which is derived from wheat, is a key ingredient used to produce cookies, crackers and pasta. When the world
price of wheat rises, producers' profit will decline if they choose to absorb costs. Producers can also pass on higher
costs by raising product prices. The world price of wheat is expected to increase in 2021, posing a potential threat to
the industry.

 

Canadian effective exchange rate index

The industry engages in substantial international trade. As the Canadian dollar appreciates relative to the currencies
of its major trading partners, domestic goods become more expensive abroad, causing export demand to decline. In
2021, the Canadian effective exchange rate index is anticipated to increase.

 

World price of sugar

Sugar is a primary ingredient in the production of cookies, biscuits, pasta and other industry products. When the
price of sugar rises, manufacturers either absorb the costs at the expense of lowering profit or pass on cost
increases to downstream markets at the expense of reducing sales volumes. The world price of sugar is forecast to
increase in 2021.
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Current
Performance

While the Cookie, Cracker and Pasta Production industry in Canada has
benefited from a strengthening domestic economy and rising disposable
income levels, growing health and nutrition awareness dampened revenue
growth.

In particular, concerns regarding the nutritional value of carbohydrates and gluten have caused some consumers to
limit their intake of pasta and biscuits. In response to this trend, producers have debuted healthier brand extensions
and entirely new products to capitalize on different consumer preferences, including gluten-free and low
carbohydrate diets. Export demand, namely the United States, is expected to generate over half of this industry's
revenue in 2021. Two of the industry's top players, Mondelez International Inc. (Mondelez) and the Kellogg
Company, are international companies that manufacture snacks and other food products across the globe, while
maintaining industry-relevant production facilities within Canada.

The COVID-19 (coronavirus) pandemic led to various disruptions to industry activity as operators responded to
possible outbreaks and a sharp rise in demand from grocery stores as consumers prepared to remain at home. The
picture was further complicated by suppliers and transporters slowing or shutting down operations due to supply
chain issues or to contain the spread of the virus. Overall, the industry is anticipated to have undergone only a mild
drop in revenue of 1.2% in 2020 due to strong demand from retail partially offsetting the fall in other downstream
markets such as restaurants. IBISWorld anticipates industry revenue to decline at an annualized rate of 1.2% to
$3.4 billion over the five years to 2021, with revenue expected to grow 0.5% in 2021 alone as consumer demand
remains elevated.

CONSUMER TRENDS

Due to the nondiscretionary nature of food, industry participants benefit
from relatively steady demand for pasta, cookies and crackers.

However, concerns regarding the nutritional quality of white flour have caused many consumers to limit their intake
of traditional biscuits and pasta and turn to substitute goods, such as trail mix and rice, instead. In response to
growing health concerns, producers have introduced a variety of dry pasta and biscuits made with alternative grains,
including quinoa, brown rice and corn.

For example, Mondelez, which is the leading producer of biscuits in Canada have developed healthier products that
limit portion size in addition to reducing the sugar content of various products, which the company has deemed
‘mindful snacking'. Catelli Foods Corporation offers gluten-free pasta to cater to the dietary restrictions of consumers
and veggie pasta that offer a more nutritious alternative to standard white pasta, while Italpasta Ltd.'s Total brand,
provides an estimated 40.0% of the recommended daily intake of fibre per serving. These premium products have
helped boost the industry's performance as they appeal to the increasingly health-conscious consumer market and
often have a higher price point.
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According to a 2018 Health Canada statement, an estimated 1.0% of Canadians are afflicted with celiac disease,
which is an autoimmune digestive disease that damages the lining of the small intestine when gluten is consumed.
Individuals with the disease react negatively to wheat, barley, rye and other grains that contain gluten. In recent
years, even consumers that do not exhibit symptoms of gluten intolerance have adopted a gluten-free diet for the
supposed health benefits of eliminating gluten from one's diet. Moreover, according to Agriculture and Agri-Food
Canada, nearly one-third of Canadians choose a gluten-free diet, with most of these consumers choosing to adopt
this lifestyle due to its healthfulness, not medical reasons. Industry operators have increasingly begun providing
products that target consumers that are diagnosed with celiac disease. Gluten-free products are often more
expensive for consumers, providing more revenue for companies that offer them.

INTERNATIONAL TRADE

Industry performance is heavily dependent on foreign demand.

Over the five years to 2021, exports are expected to grow at an annualized rate of 0.9% to $1.8 billion, accounting
for an estimated 53.8% of total revenue. Over the five years to 2021, the Canadian effective exchange rate (CEER)
index, which measures the value of the Canadian dollar relative to the currencies of its trading partners, is estimated
to have increased an annualized 1.3%. An appreciating CEER index is indicative of Canadian goods becoming more
expensive on international markets. However, improving disposable income levels in the United States enable
consumers to purchase premium imported goods, supporting demand for industry products despite these currency
effects. The COVID-19 (coronavirus) pandemic contributed to a drop in trade volumes during 2020 as uncertainty
and supply chain issues held down previously expanding trade flows. In 2021, these conditions are expected to
improve as regional economic conditions continue to recover and foreign demand bolster exporter revenues.

While the industry has benefited from greater international demand during the current period, operators also
experienced growing competition from foreign producers. Imports are anticipated to grow at an annualized rate of
1.7% to $1.5 billion over the five years to 2021, accounting for an estimated 49.8% of domestic demand for biscuits,
dry pasta and flour mixes. Most imported goods are sourced from the United States, followed by Italy, which is the
leading global producer of pasta.

VOLATILE INPUT COSTS

The price of the primary inputs for cookies, crackers, dry pasta, flour
mixes and dough, particularly wheat and sugar, can have a significant
influence on industry operators.

These global agricultural commodities and other ingredients can be highly volatile and their prices can change
significantly based on several factors, including currency exchange rates and total global production in a given year.
This is exemplified by the world price of wheat, which declined as much as 23.0% in 2016 before jumping 28.1% in
2018. The world price of sugar rose in 2016, increasing 37.0%, before dropping 22.6% in 2018. These cost swings,
while typically managed through pricing formulas and contracts, can translate to higher prices for buyers. Recent
supply bottlenecks and shipping rate increases have contributed to many food manufacturers having to make
various adjustments to attain cost savings in response to these rising expenses. However, as demand for industry
products remains strong, price increases have been undertaken which may be ultimately passed-on to end
consumers conditional on retailer's margin considerations. Amid these conditions, industry profit, defined as
earnings before interest and taxes, has risen from 4.5% of revenue in 2016 to an estimated 5.7% in 2021 as
manufacturers take advantage of strong levels of product demand.

INDUSTRY STRUCTURE

Producers of biscuits, flour mixes and dry pasta have historically
strengthened their market position by merging with and acquiring
competitive companies.

Today, merger and acquisition activity is more limited, leaving producers to focus on strengthening their brands by
introducing a variety of product lines. Thus, smaller companies that could not maintain profitability have exited the
industry. However, trends toward organic and all-natural products with a homemade feel have opened a niche for
small operators to fill. Therefore, the number of industry operators is expected to grow at an annualized rate of 0.4%
to 97 enterprises over the five years to 2021. Despite further automation by large companies, the number of
employees in the industry is anticipated to rise at an annualized rate of 1.1% to 11,410 workers during the same
period.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(People)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of wheat

($ per ton)
2012 3,112 583 171 61.0 11,358 1,267 1,058 384 2,904 276
2013 3,255 634 273 67.0 11,719 1,293 1,124 395 3,086 266
2014 2,845 569 265 74.0 10,094 1,384 1,235 353 2,696 243
2015 3,027 593 259 83.0 9,806 1,657 1,398 381 2,767 186
2016 3,563 616 264 95.0 10,786 1,731 1,418 400 3,250 143
2017 3,271 619 269 95.0 10,628 1,617 1,375 408 3,029 145
2018 3,106 675 260 94.0 10,937 1,736 1,458 424 2,827 186
2019 3,381 804 267 95.0 12,491 1,846 1,520 489 3,055 163
2020 3,340 647 277 96.0 11,366 1,761 1,561 463 3,139 186
2021 3,357 711 278 97.0 11,410 1,806 1,540 465 3,091 219
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Industry Outlook
Outlook The Cookie, Cracker and Pasta Production industry in Canada is expected

to remain steady over the five years to 2026, as the prices of key inputs
stabilize and downstream demand steadily grows.

Also, as the Canadian dollar begins to depreciate, it will likely make domestically produced goods more affordable in
foreign markets, facilitating a continued growth of exports. Additionally, as disposable income continues to expand,
consumers are expected to trade up from generic brands to branded and premium goods, lifting industry revenue.
Overall, IBISWorld projects industry revenue to grow at an annualized rate of 0.9% to $3.5 billion over the five years
to 2026.

IMPROVING DEMAND

Consumers are anticipated to purchase a greater variety of snacks,
including cookies and crackers, as the level of per capita disposable
income increases at an annualized rate of 0.6% over the next five years.

With thicker wallets, many people will likely trade up from generic brands to branded and premium goods, helping lift
the performance of both leading manufacturers and specialty producers. In addition to higher income levels, growing
health and nutrition consciousness are expected to drive demand for products made with alternative grains and
organic or all-natural ingredients.

A drop in the value of the Canadian dollar is expected to encourage demand for industry goods from foreign
markets, leading to improved revenue growth. Over the five years to 2026, export growth is expected to remain
steady, with exports volumes rising at an annualized rate of 0.5% to $1.8 billion, accounting for an estimated 52.7%
of the industry's revenue in 2026. Growing demand for healthier biscuits and pasta in the United States is also likely
support to add to export growth. Additionally, the Canadian effective exchange rate index is expected to gradually
fall during the period, which will make industry goods available for export more affordable, as a weaker dollar makes
Canadian products less expensive on the international market.

Expansion among top players is expected to accelerate as revenue continues to increase and the number of
enterprises grows only at an annualized rate of 1.0% to 102 companies over the five years to 2026. Industry
employment is forecast to increase at an annualized rate of 1.1% to 12,037 workers during the same period,
remaining in line with past trends as the industry continues to grow. Leading industry operators are also expected to
acquire smaller, specialty producers in high-growth segments in the market, including organic, gluten-free and
nonwheat bakers.

INTENSIFYING COMPETITION

Despite improving demand, industry participants will likely experience
greater competition from foreign producers and manufacturers of
substitute goods.

Imports are projected to increase at an annualized rate of 1.7% to $1.7 billion over the five years to 2026, satisfying
50.2% of domestic demand. Increasing disposable income will likely enable consumers to trade up to more
expensive imported products from the United States, Italy and the United Kingdom. Many of this industry's products
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are not Canada-specific and can be produced in other parts of the world, giving foreign competitors the chance to
capture market by offering comparable or better quality products at favourable prices.

Cookie, cracker and pasta producers are also expected to contend with intensifying competition from producers of
substitute goods, including traditional rice, potato chips and popcorn. Consumers will continue to diversify their
snacking regimen, incorporating healthier foods, such as Greek yogourt, nuts and fruits, into their diet. While
industry producers are also incorporating healthier inputs, many consumers will still seek traditional grains aside
from pasta to include in their diet. Demand for fresh produce and organic products is expected to intensify in the
future, creating an opportunity for industry operators that can adapt to trends while posing a potential threat to others
that cannot.

These trends will likely lead to intense price competition and will further constrain industry profit. Moreover, as the
world price of wheat is forecast to increase at an annualized rate of 1.0% over the five years to 2026, producers will
need to absorb the higher costs as they may be unable to pass them on to consumers. However, producers will
likely find methods of reducing costs and improving productivity in order to maintain a given level of performance.
Ultimately, profit, measured as earnings before interest and taxes, is expected to marginally decline from 5.7% of
revenue in 2021 to 5.6% in 2026 as operators manage rises in the cost of production.

BOOMING INNOVATION

Industry producers will continue innovating and introducing healthier
brand extensions to drive demand for products over the coming years.

In addition to the growing domestic demand for gluten-free products, manufacturers will also benefit from the
growing international demand for organic, nutrient-enhanced pasta, cookies and crackers, driving industry exports in
the coming years. Additionally, proximity to the grains markets will help Canada remain a competitive choice for
corporations to place their facilities and position their supply chain. North America remains a global producer of
various grains and corn, giving food manufacturers within distance various options in terms of suppliers and
enabling them to make the most cost-effective decisions.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(People)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of wheat  ($

per ton)
2021 3,357 711 278 97.0 11,410 1,806 1,540 465 3,091 219
2022 3,366 712 279 98.0 11,486 1,772 1,660 468 3,254 224
2023 3,406 723 283 99.0 11,652 1,783 1,644 474 3,267 223
2024 3,440 730 286 100.0 11,776 1,807 1,654 479 3,286 226
2025 3,473 737 288 101 11,903 1,828 1,663 484 3,308 228
2026 3,507 745 292 102 12,037 1,848 1,671 490 3,330 231
2027 3,308 702 287 101 11,580 1,869 1,680 469 3,119 233
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry is growing at a slower pace than the overall economy

Producers have introduced new products to satisfy the growing demand for healthier food

The industry benefits from full market acceptance of its products

The Cookie, Cracker and Pasta Production industry in Canada is well-established and experiences full market
acceptance of its products. Consequently, the industry is in the mature stage of its life cycle. Over the 10 years to
2026, industry value added (IVA), which measures an industry's contribution to the overall economy, is forecast to
increase at an annualized rate of 1.9%. Comparatively, Canada's GDP is anticipated to grow at an annualized rate
of 2.0% during the same period. IVA growth that is below the growth of the overall economy, in addition to market
acceptance and the introduction of brand extensions point to the maturity of this industry.

To enter new markets and obtain greater share of the market for biscuits and pasta, operators have acquired and
merged with other competitive operators. Large, multinational companies have acquired smaller competitors to
achieve production efficiencies and expand their product portfolios. Consequently, the number of industry
establishments is anticipated to grow sluggishly during the 10-year period, despite new opportunities caused by
changes in consumer taste.

While the industry benefits from full market acceptance of its products, manufacturers compete to maintain their
market share and identify new opportunities within the industry. Due to growing health concerns and evolving
consumer trends, producers have introduced a variety of nonwheat-based products, as well as gluten-free and
nutrient-enhanced cookies, crackers and pasta. The introduction of new products has helped maintain demand for
industry goods as they keep consumers from substituting pasta and biscuits for alternatives, such as rice and
yogourt.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Grocery Wholesaling in Canada

Confectionery Wholesaling in Canada

2nd Tier

Convenience Stores in Canada

Supermarkets & Grocery Stores in Canada

Specialty Food Stores in Canada

Key Selling Industries
1st Tier

Flour Milling in Canada

Dairy Product Production in Canada

Seasoning, Sauce and Condiment Production in Canada

Baking Mix & Prepared Food Manufacturing in Canada

Paper Product Manufacturing in Canada

Plastic Film, Sheet & Bag Manufacturing in Canada

2nd Tier

Fruit & Nut Farming in Canada

Corn Farming in Canada

Dairy Farms in Canada

Plastic & Resin Manufacturing in Canada

Products & Services

  COOKIES AND CRACKERS

Sweet and savoury biscuits, crispbread and other crackers represent the
largest product segment in the Cookie, Cracker and Pasta Production
industry in Canada, accounting for an estimated 46.8% of revenue in 2021.

This segment's share of industry revenue has risen over the five years to 2021, with trends driven by new products.
Consumer eating habits have transformed radically over the past decade, with one of the primary trends being a
move toward healthier options. However, according to the Canadian Grocer, snacking has become more important
to consumers over the past decade, a trend that has benefited biscuit producers.

DRY PASTA

The dry pasta segment includes plain pasta, as well as pasta stuffed with
other ingredients and packaged with seasonings and additives.

To entice consumers that are wary of consuming white flour and gluten, producers have introduced alternative dry
pasta made with grains such as quinoa, brown rice, spelt and corn. Gluten-free pasta products have also been
introduced to appeal to consumers with that prefer gluten-free products. This segment's share of revenue has
slightly declined over the past five years to account for 27.2% of revenue in 2021. The growing popularity of gourmet
food has caused some consumers to trade up to imported dry pasta from Italy, limiting demand for domestically
produced goods.
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DOUGH AND FLOUR MIXES

Flour mixes and dough constitute the smallest product segment for the
industry, accounting for an estimated 26.0% of revenue in 2021.

Prepared flour mixes and dough are sold to other food manufacturers to be used as inputs in the production of a
variety of goods. Dough is also packaged and sold to retailers to be resold to consumers that use dough to make
cookies, pie, bread, pasta, pizza and other food. This segment's share of revenue has declined recently as demand
from restaurants and bakeries declined as a result of pandemic related disruptions.

Demand
Determinants

Downstream consumer demand for goods in the Cookie, Cracker and
Pasta Production industry in Canada depends on several factors,
including disposable income levels, prices, product innovation, global
trade conditions and food trends.

While food products represent nondiscretionary goods for consumers, demand for snacks such as cookies and
crackers is more susceptible to changes in the price of products than dry pasta, which is a staple food item.
Nevertheless, when the price of pasta rises significantly, downstream customers may turn to alternative goods, such
as rice and bread, to forego higher prices. Similarly, when the price for cookies and crackers rises, downstream
consumers may switch to alternative snacks, including potato chips, pretzels and more affordable generic brands.

The quality and taste of products largely determine the level of demand for specific brands. Producers of brands that
have been in the market for a lengthy amount of time benefit from strong brand loyalty to their products. These
manufacturers also benefit from large advertising budgets, which permit them to heavily promote new products to
drive demand and boost market share.

New product introductions can also influence the level of demand for industry goods, as many consumers seek
novel grocery products. Growing demand for healthier, more nutritious pasta and snacks has caused producers to
introduce a variety of healthier alternatives. Moreover, premium goods, including gluten-free pasta and nutrient-
enhanced biscuits, have driven demand for industry goods in recent years. However, the growing popularity of
healthier and premium products has also driven demand for imported goods, which has subsequently placed
downward pressure on demand for domestically produced products.

The rise of popular food and cooking TV shows, as well as popular recipe-sharing sites such as Pinterest, has
driven demand for younger generations that would rather buy ingredients such as dry pasta and cake mixes to
prepare their own food rather than buy food from restaurants.

Revenue generated from markets outside of Canada traditionally represents over half of industry revenue. For this
reason, international demand is essential to industry performance. International demand experienced a slowdown
during the initial months of the COVID-19 (coronavirus) outbreak as countries implemented quarantines and closed
places of business. However, as uncertainty has abated, demand swiftly returned in the second half of 2020.
Notwithstanding further lockdowns and supply chain pressures, expenditure on industry products is anticipated to
remain healthy as the Canadian economy improves.

Major Markets

  EXPORTS
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In 2021, exports are expected to account for 53.8% of revenue for the
Cookie, Cracker and Pasta Production industry in Canada, representing
an increase from 48.6% in 2016.

Furthermore, the United States is the industry's most important trading partner, as it accounts for over 95.0% of
domestic exports. Industry goods produced in Canada are relatively more affordable than goods made in the United
States due to the lower cost of sugar, which is a primary ingredient used to produce biscuits. Higher input costs are
often passed down to distributors and retailers, which causes downstream retailers and manufacturers in the United
States to turn to imported goods that are more affordable than goods produced by US producers. This market
segment was affected by the COVID-19 (coronavirus) pandemic in 2020, which contributed to lower trade volumes
as the major economies made efforts to combat the virus. Further disruptions may continue to influence trade
through remaining restrictions and supply chain maladjustments.

SUPERMARKETS AND CONVENIENCE STORES

Supermarkets, grocery stores, convenience stores and dollar stores are
expected to account for 31.9% of industry revenue in 2021.

This segment is the most important market for producers, as downstream consumers primarily purchase goods at
retail stores. Furthermore, this segment's share of revenue has dropped in recent years as exports have grown.
More retailers have bypassed wholesalers and sourced goods directly from producers for cost savings. However,
this effect was slightly offset by lower demand from supermarkets and convenience stores toward the beginning of
the five-year period. As disposable income levels grew slowly, consumers turned to more affordable brands and
purchased discounted items, slightly curbing this segment's contribution to the industry. Over the five years to 2026,
as more retail chains begin purchasing biscuits and dry pasta directly from manufacturers, this segment's share of
revenue is anticipated to expand.

GROCERY WHOLESALERS

Grocery wholesalers represent an important downstream market for
industry operators, as they supply retailers, other food manufacturers and
food service customers with cookies, crackers and pasta.

This market is anticipated to account for 8.4% of revenue in 2021, representing a decline from 2016. Large chain
supermarkets and grocery stores have increasingly bypassed wholesalers to purchase goods directly from
manufacturers. Known as disintermediation, this process reduces purchase costs for retailers that can secure supply
contracts with manufacturers. As the leading biscuit and dry pasta producers continue to directly distribute their
goods to retailers in the upcoming years, this segment's share of revenue is anticipated to decline further.

OTHER RETAILERS

Other retailers include food service providers, hotels, caterers, fast food
restaurants and full-service restaurants, which constitute the smallest
market for industry operators.

In 2021, this segment is expected to account for 5.9% of industry revenue. While this segment has declined as a
share of revenue during the period, primarily due to less demand from full-service restaurants, hotels and caterers,
demand from fast food restaurants has grown considerable. Demand for flour mixes, dough and biscuits from fast
food restaurants has risen over the five years to 2021, as more consumers sought quick, affordable meals.
IBISWorld anticipates this segment's share of the market to remain steady over the next five years.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Steady

The Cookie, Cracker and Pasta Production industry in Canada engages in a high level of international trade. This
has made it especially vulnerable to the developments of COVID-19 (coronavirus). While the sustained effect of
various disruptions caused to shipping and other supply chain linkages is anticipated to remain in effect into 2021,
the overall recovery in expenditure for industry goods is likely to see trade performance improve.

Exports

In 2021, exports are anticipated to account for 53.8% of industry revenue. Exports are expected to grow at an
annualized rate of 0.9% to $1.8 billion over the five years to 2021.The United States, which accounts for the vast
majority of total exports, has kept its share of exports relatively the same over the years, maintaining its spot as the
top importer and exporter in this industry. Demand for industry goods in the United States is dependent on the
relative price of industry goods. Furthermore, the price of sugar, a primary ingredient used to produce biscuits and
pasta, is much higher in the United States than in the rest of the world, making foreign manufactured cookies
attractive. Consequently, retailers and manufacturers in the United States turn to Canadian producers for cost
savings and free trade through the Canada-United States-Mexico Trade Agreement (CUSMA). While demand for
industry goods from other countries, such as Mexico and the United Kingdom, has risen over the past five years,
these countries account for a very small share of total exports.

Imports

Imports are anticipated to satisfy 49.8% of the domestic demand for biscuits and pasta in 2021. Imports are
expected to grow at an annualized rate of 1.7% to $1.5 billion over the five years to 2021. As with exports, the
United States accounts for most imports, although its contribution to imported goods is much lower, at an estimated
65.3% in 2021. Italy is the second-largest contributor to imports, accounting for an estimated 8.0% of total imports in
2021. Moreover, Italy is the leading global producer of pasta.
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Business
Locations

  The geographic spread of establishments in the Cookie, Cracker and Pasta Production industry in Canada largely mirrors the
distribution of the population in Canada. Additionally, producers are strategically located near sources of key inputs, such as
wheat, flour and sugar. Therefore, the most densely concentrated province is Ontario with 43.0% of industry establishments in
2021, followed by Quebec, which is expected to account for 28.2% of industry establishments. British Columbia also holds a
significant number of industry establishments at 14.1%. Furthermore, operators locate their manufacturing facilities near
downstream customers and upstream suppliers, such as flour mills and seasoning producers. Also, Mondelez Canada Inc. is
headquartered in Ontario, while Leclerc Ltd. is in Quebec.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Cookie, Cracker and Pasta Production industry in Canada exhibits a medium level of market share
concentration. In 2021, the four leading producers in the industry are anticipated to generate 50.4% of industry
revenue. While the two leading biscuit producers in Canada, Mondelez Canada Inc. and the Kellogg Company,
generate over 25.0% of industry revenue, many small producers control the remainder of the market for biscuits and
dry pasta. Additionally, Weston Foods (Canada) Inc. is a large producer of cookies in Canada, as it produces
Colonial Cookies and Girl Scout cookies for the United States. Furthermore, the dry pasta market is highly
fragmented, with the leading producer, Catelli Foods Corporation, controlling only an estimated 1.9% of total
industry revenue in 2021. Over the past few years, market share concentration has remained fairly consistent, as
emerging consumer trends and increased import penetration have opened the industry up to additional forms of
competition. IBISWorld anticipates the industry to become more concentrated over the coming years as the leading
operators acquire smaller competitors to expand their market reach and eliminate competition.

Key Success
Factors

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

Ability to pass on cost increases:
Successful operators are able to pass on cost increases to downstream customers to maintain earnings.

Ability to adapt to change:
Producers must be able to respond to changes in consumer preferences, particularly those regarding health and
nutrition, to maintain demand for their goods.

Economies of scale and scope:
Industry participants that produce a range of products at a large scale benefit from lower per unit costs.

Product differentiation:
Due to the homogeneous nature of dry pasta and biscuits, industry operators must differentiate their products
through branding and by using unique ingredients.

Supply contracts in place for key inputs:
Operators that secure long-term supply contracts with suppliers benefit from the steady supply of goods at fixed
prices.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
anticipated to account for 5.7% of revenue in 2021, representing an
increase from 2016. Over the five years to 2021, key input prices,
namely of wheat and sugar, have been very volatile. When input costs
rise, producers must either absorb higher costs, to the detriment of
profit, or raise product prices and risk losing customers. The world price
of wheat fell 23.5% in 2015 and 23.0% in 2016 before spiking in 2018,
while the world price of sugar declined 22.7% in 2015 before
rebounding 37.0% the following year. Trends such as pose a challenge
for producers to price products effectively. Despite these dynamics,
average industry profit is expected to trend slightly upward as
companies make adjustments to operations and prices to maintain
performance.

 

  Wages

Wages are the second-largest cost for industry operators, accounting
for an estimated 13.9% of industry revenue in 2021. Wages' share of
revenue has risen over the past five years, as wage expense growth
outpaced that of total revenue. This trend is likely to continue as pay
standards for industry employees rise. In 2020, as a result of the
economic disruptions caused by COVID-19 (coronavirus) pandemic,
industry operators meeting certain criteria were eligible to receive the
Canada Emergency Wage Subsidy (CEWS) offered by the federal
government. The program covered 75.0% of an eligible company's
payroll up to a maximum $847 per week for each worker.
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  Purchases

Purchases represent the largest cost segment for industry operators,
accounting for an estimated 46.7% of revenue in 2021. Producers
purchase a variety of ingredients to make cookies, crackers and pasta,
including corn, wheat, cooking oil, sugar, cocoa and eggs. Operators
also purchase plastic and paper to package their products. Over the
five years to 2021, primary input costs have fluctuated drastically due to
volatile global commodity markets, causing purchases to increase
slightly during the period. Disruptions to supply chains have also led to
unfavourable price increases for producers that may impact
performance in the near term.

 

  Marketing

Expenses related to selling, marketing, promotional activity and
administration are estimated to make up 2.4% of industry revenue in
2021, up from 1.4% in 2016. Marketing plays an important role for
major companies in driving sales, particularly for new products that are
not well-known among consumers. Producers have sought ways to
improve brand loyalty and boost sales and develop a presence on new
media platforms such as social networking websites and media
streaming websites. As a result, the leading cookie, cracker and pasta
manufacturers have designed sophisticated marketing strategies to
expand their consumer base and market share. While producers have
invested in traditional advertising channels, such as TV commercials
and online advertisements, industry operators have explored new ways
to create buzz for their brands. Over the next five years, companies are
anticipated to continue investing in marketing initiatives, helping
maintain this segment's share of industry revenue.

 

  Depreciation

In 2021, depreciation is anticipated to account for 1.7% of revenue,
representing a slight increase from 2016.
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  Rent

Rent costs are expected to account for 5.9% of industry revenue in
2021, representing a decrease from 2016.

 

  Utilities

Utilities are expected to account for 1.7% of industry revenue in 2021,
down marginally from 1.8% in 2016.

 

  Other Costs

Biscuit and dry pasta producers incur other costs related to
depreciation, research and development (R&D), rent and utilities and
amortization, among other expenses. Operators also invest in R&D to
develop new products and drive sales of their brands, and these costs
have grown during the period. Other costs are expected to account for
22.2% of industry revenue in 2021.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Cookie, Cracker and Pasta Production industry in
Canada compete on several factors, including price, quality and product
innovation.

First and foremost, producers must offer high-quality products that are unique and differentiated to obtain contracts
with downstream retailers and food service customers. Conversely, mainstream branded products and premium
goods are differentiated through branding and product positioning. While consumers generally pay a premium for
the quality of branded products, the emergence of value-added generic products, such as organic and all-natural
snacks, has increased the level of competition in this industry.

Consumer price sensitivity varies among product segments. Although the biggest brands are dominated by well-
established companies, customers are still price-sensitive and may switch their preferences to lower-priced
substitutes. In addition, the growing segment of low-priced, private-label brands has increased price-based
competition.

The ability to secure optimal grocery store and supermarket shelf space has set market leaders apart from their
competitors. Well-known products that are placed in strategic locations have the best chance of maximizing sales at
retail stores. As competition intensifies, producers are expanding their traditional distribution networks to include
convenience stores, drug and discount stores, shopping mall kiosks and other venues with high foot traffic.

Product innovation is another key to growth in this industry. Considering the limited opportunities for growth,
producers must distinguish themselves to maintain market share. Changing consumer tastes and dietary trends
have further compelled producers to be innovative with packaging, marketing and labelling. Also, growing health
consciousness among consumers and new food regulations have caused producers to introduce healthier brand
extensions or reformulate existing products.

EXTERNAL COMPETITION

Industry participants compete with producers of substitute goods,
including those in the Snack Food Production (IBISWorld report
31191CA), Chocolate Production (31135CA) and Bread Production
(31181CA) industries in Canada.

Cookie and cracker producers have experienced intensifying competition in the snack food sector. Diversifying
consumer tastes have caused producers of various snack foods, including chocolate, granola and potato chips, to
innovate and create healthier and tastier products. At the same time, consumers have incorporated a greater variety
of food into their snacking repertoire, such as Greek yogourt, fruits and vegetables.

Dry pasta producers also experience external competition from producers of bread and other substitutes, such as
quinoa and rice. Due to the growing health consciousness of consumers, more consumers are exchanging pasta
and bread for alternative grains, including quinoa, couscous and barley. In response to growing competition,
specialty producers have introduced alternative dry pasta products that are made with healthier grains, such as
quinoa and brown rice.

Another source of external competition comes from foreign manufacturers of cookies, crackers and pasta, whose
products can be considered luxury items. Imports satisfy over half of domestic demand. As disposable income rises,
consumers have more discretionary income to spend on higher priced goods such as Italian cookies and pasta.

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 Cookie, Cracker and Pasta
Production industry in Canada are moderate on average.
However, barriers to entry are directly related to the scale
of operations an entrant pursues; the larger the scale, the
higher the barriers due to the large upfront capital
investment needed to secure a production facility, hire
workers and purchase inputs. Conversely, if a prospect is
pursuing a small-scale, local operation, initial capital
investments can be significantly lower.

Other barriers to entry include the well-entrenched
position of the existing producers in the industry.
Companies such as Mondelez International Inc. and the
Kellogg Company benefit from well-known brands that are
in high demand. Enormous advertising budgets also
permit these companies to aggressively promote their
products through a variety of media outlets that are often
inaccessible to new entrants. Furthermore, these
producers can undercut competitors on price due to the
scale of their operations, which enables lower per-unit
costs through economies of scale.

Also, new entrants do not have established relationships
with downstream customers, which also raises the
barriers to entry for this industry. Typically, supermarkets
give companies with established brands optimal shelf
space. In addition, new entrants do not have relationships
with upstream suppliers. The price of commodities, such
as wheat and sugar, has been volatile over the five years
to 2021. Without a supply contract, new companies may
have difficulty obtaining necessary ingredients at
reasonable prices. Although the need for supply contracts
does not represent a barrier to entry, it may hamper the
success of new entrants. Nevertheless, new entrants
have established themselves in the generic and premium
product segments.

Barriers to Entry Checklist

Competition Medium  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Steady

  The Cookie, Cracker and Pasta Production industry in Canada is highly globalized through its involvement in international
trade and foreign ownership of the leading companies in the industry. Mondelez International Inc. markets its products in
more than 165 countries and the Kellogg Company services more than 180 countries, while both are based in the United
States. In 2021, exports are anticipated to account for 53.8% of total revenue, with most exports being sent to the United
States. While the value of exports exceeds that of imports, imports are still expected to account for a high share of
domestic demand within Canada, at an estimated 49.8%. The United States is also the leading provider of imports,
followed by Italy, which is the leading global provider of dry pasta.

While this high level of industry globalization has traditionally benefited operators by enabling them more opportunities in
global markets, the spread of COVID-19 (coronavirus) has somewhat hampered trade performance due to disruptions
across supply chains that include production facility shutdowns and shipping delays.
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Major Companies

Major Players Weston Foods (Canada) Inc.

Market Share: 20.5%

Brand Names Colonial Cookies

  Weston Foods (Weston) is a wholly owned subsidiary of George Weston Limited (GWL). GWL was incorporated in
1928 with headquarters in Toronto. GWL manages two reportable segments, which include Loblaw Companies
Limited (Loblaw) and Weston Foods. Loblaw operates as Canada's largest food retailer and provider of
merchandise, drugstore and financial products and services. Weston specializes in fresh and frozen baked goods
and generates the company's industry-relevant revenue through its subsidiary, Weston Foods (Canada) Inc.
(Weston Canada). In 2020 (latest data available), Weston generated $54.7 billion in total revenue.

Weston Canada operates 40 manufacturing facilities across Canada and the United States, and employs an
estimated 6,000 employees in North America. The subsidiary's Canadian operations consist of Weston Bakeries, a
fresh baked goods manufacturer; Ready Bake, a frozen and par baked goods manufacturer; ACE Bakery, a bakery
of premium and artisanal bread products; and Colonial Cookies, a producer of cookies, biscuits and wafers. The
company's bread and other pastry operations are not relevant to the Cookie, Cracker and Pasta Production industry
in Canada, but are included in the revenue estimates of the Bread Production industry in Canada (IBISWorld report
31181CA.)

Financial performance

Despite unfavourable shifts in consumer tastes and stagnating demand for industry products, Weston Canada has
only lost a minor share of the market due to some acquisition activity and organic growth. Recently, the company's
Canadian operations have benefited from increased pricing, stronger sales of premium brands, modest volume
growth and a depreciating Canadian dollar. Overall, the company's industry-relevant revenue is expected to decline
at an annualized rate of 1.1% to $688.7 million over the five years to 2021. The company's industry relevant
operating profit, measured as earnings before interest and taxes, is expected to rise an annualized 1.3% to $36.5
million during the same period
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Weston Foods (Canada) Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 729.2 N/C 34.6 N/C
2017 721.4 -1.1 38.6 11.6
2018 683.6 -5.2 36.8 -4.7
2019 693.9 1.5 41.4 12.5
2020 665.9 -4.0 32.5 -21.5
2021 688.7 3.4 36.5 12.3

Source: Annual Report and IBISWorld
Note: *Estimates

Kellogg Company

Market Share: 18.0%

Brand Names Kellogg's, Cheez-It, Keebler, Town House,
Austin, Chips Deluxe

  The Kellogg Company (Kellogg's) was founded in 1906 and has grown to become one of the world's largest
producers of convenience foods, including cookies and crackers. Outside of the United States, the company
manufactures its products in 20 countries, including Canada, employing more than 33,000 people worldwide. While
Kellogg's is best known for its ready-to-eat cereal, the company also produces a range of cookies, crackers, toaster
pastries, frozen waffles and cereal bars. These products are sold in more than 180 countries under brand names
such as Special K, Cocoa Krispies, Chex, Froot Loops and Eggo. In 2020 (latest data available), the company
generated an estimated $18.4 billion in global revenue.

Its business is divided into seven operating segments, which include US morning foods, US snacks, US specialty,
North America other, Europe, Latin America and Asia Pacific. Industry-relevant revenue for the company is derived
from its North America other segment, which includes US frozen food products and products manufactured in
Canada and Mexico. In recent years, Kellogg's has focused on expanding its snack food business by purchasing
well-performing brands, such as Pringles, from competitors.

Kellogg's has historically expanded its snack food business by acquiring well-performing snack food companies,
such as the Kashi Company and the Keebler Foods Company. Some of the leading brands in the company's snack
food portfolio are Cheez-It, Keebler, Town House and Chips Deluxe. Over the five years to 2021, the company has
introduced brand extensions, including Cheez-It Grooves and Town House Pita Crackers.

Financial performance

The company's industry-relevant operations have performed well over the five years to 2021 after several years of
lagging growth were overcome by a rise in demand for the company's snack products as consumers remained at
home during 2020 during the COVID-19 pandemic. Overall, the company's industry-relevant revenue is expected to
grow at an annualized rate of 2.2% to $604.5 million over the five years to 2021. Kellogg's has also experienced
improvements in industry-relevant profitability. Prior to the period, company profit was stagnating, showing signs of a
decline due to consumer preferences for healthier options. Many of Kellogg's products are considered less healthy
options, with many featuring high levels of sodium. However, a recent return to snacking by consumers has fuelled
profit growth. The company's operating profit, defined as earnings before interest and taxes, is expected to grow an
annualized 2.4% to $70.0 million over the five years to 2021.
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Kellogg Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 543.1 N/C 62.1 N/C
2017 543.3 0.0 58.6 -5.6
2018 602.5 10.9 75.9 29.5
2019 568.0 -5.7 58.6 -22.8
2020 575.6 1.3 73.6 25.6
2021 604.5 5.0 70.0 -4.9

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

Mondelez Canada Inc.

Market Share: 10.0%

Brand Names Oreo, Chips Ahoy!, Ritz, Triscuit, Peek
Freans, Wheat Thins, Honey Maid

  Mondelez Canada Inc. (Mondelez Canada) is a subsidiary of Mondelez International Inc. (Mondelez International),
which was established in 2012 after Kraft Foods Inc. spun off its grocery product business. Mondelez Canada is one
of the top 10 Canadian food consumer packaged goods companies, with headquarters in Mississauga, ON. With
manufacturing and distribution facilities located across Canada, the company employs more than 3,000 people to
produce cookies, crackers, chocolate, gum and candy products. Industry-relevant revenue is derived from the sales
of products manufactured in Canadian facilities, reported within Mondelez International's North America segment.
Cadbury and Christie are Mondelez Canada's primary brands. In 2020 (latest data available), Mondelez
International's global revenue is estimated to total $35.6 billion.

Mondelez International has historically expanded its business by acquiring and merging with successful snack food
companies, particularly Kraft Foods Group, which came with a very successful portfolio of brands including both
Cadbury and Christie. Over the five years to 2021, the company has focused on introducing brand extensions to
revitalize classic names and achieve incremental growth. For instance, the Wheat Thins brand was reformulated to
eliminate high fructose corn syrup and is now made with more whole grains and less sodium. The brand also
introduced a variety of new flavours, including spicy buffalo and honey mustard. Mr. Christie's Fruit Krisps were also
introduced to appeal to parents that want to increase their children's fruit intake.

Financial performance

Mondelez Canada's revenue and operating income are derived from the parent company's financial performance,
which is denominated in US dollars and converted to Canadian dollars for this report. Thus, fluctuations in exchange
rates affect this company's industry-relevant revenue. Mondelez Canada's industry-relevant revenue is expected to
rise at an annualized rate of 2.3% to $336.8 million over the five years to 2021, partially driven by high sales growth
in 2020 as more consumers remained at home. Mondelez Canada's industry-relevant profit is also expected to rise,
increasing at an annualized rate of 6.0% to $48.4 million over the five years to 2021, as increased sales further
improved company performance.

 
Mondelez Canada Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 300.8 N/C 36.2 N/C
2017 243.6 -19.0 36.1 -0.3
2018 225.8 -7.3 32.2 -10.8
2019 237.1 5.0 38.6 19.9
2020 325.7 37.4 47.2 22.3
2021 336.8 3.4 48.4 2.5

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

Other Companies Catelli Foods Corporation
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  Market Share: 1.9%
  Founded in 1867 in Old Montreal, Catelli Foods Corporation (Catelli), which was Ronzoni Foods Canada prior to

October 2013, is the leading dry pasta manufacturer in Canada. Owned by the leading Italian food processor Barilla
S.p.A, Catelli produces a range of pasta, rice and pasta sauces. Its single manufacturing facility is in Montreal. In
2017, the company celebrated its 150th anniversary.

The company has historically guarded its market position by introducing new products that satisfy evolving
consumer tastes. For example, to appeal to a growing number of consumers that are opting for a gluten-free diet,
Catelli launched a new line of gluten-free line of pasta in 2013. In 2016, the Smart Veggie and Super Green line of
pastas were first offered, providing customers with a selection of vegetable pasta as healthy alternative to traditional
pasta products. The company was acquired by Barilla in 2020 from its original parent company Ebro Foods. Catelli's
industry-relevant revenue is expected to reach $64.0 million in 2021.

Leclerc Ltd.

  Market Share: 1.3%
  Headquartered in Quebec, Leclerc Ltd. (Leclerc) is a privately owned company that produces cookies, crackers and

bars. The company was first established in 1905 and has grown to produce its products in five manufacturing
facilities, two of which are in the United States. Some of Leclerc's brands include Praeventia, Celebration and
Choco. Furthermore, Celebration is the leading cookie brand in Quebec, outselling brands such as Oreo and Chips
Ahoy. Recently, the company has focused on providing healthier ingredients and products to its customers. For
instance, in 2012, the company launched Praeventia Nut Burst and Praeventia Nuts and Dark Chocolate, appealing
to health-conscious consumers. Leclerc has focused on innovating over the five years to 2021, to potentially expand
market share and better compete with the industry's major players. Overall, IBISWorld expects the company's
industry-relevant revenue to reach $42.4 million in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Cookie, Cracker and Pasta Production industry in
Canada exhibits a moderate level of capital intensity in
2021. Using wages as a proxy for labour and depreciation
as a proxy for capital, IBISWorld anticipates that for every
$1.00 spent on labour among industry operators, $0.12 will
be spent on capital, which represents a decrease from
2016. While smaller producers rely more heavily on manual
labour, the production process is highly mechanized and
automated for the leading producers in the industry. These
manufacturers rely on a variety of machinery and
equipment, such as mixers, dispensers, conveyor belts,
grinders and hoppers, to produce and package their end
products. Depreciation costs have remained relatively
stable over the five years to 2021 as operators maintained
older equipment and purchased new machinery to meet
production needs.

Conversely, wages' share of revenue has risen during the
period, which has contributed to marginally lowering this
industry's measured capital intensity. As companies aim to
create new products, such as gluten-free varieties of
goods, they are anticipated to hire more research and
development employees that require higher salaries than
production workers. This trend is anticipated to persist over
the five years to 2026, also driven by the passage of higher
minimum wage standards in certain provinces, such as
Ontario.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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

Low Innovation
Concentration

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

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.

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

Industry operators are exposed to a low rate of new entrants and a moderate level of entry barriers. This combination of
factors creates an environment where entry trends are not a key threat of disruption.

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

Technological disruption in the Canadian Cookie, Cracker and Pasta
Production industry has been minimal.

Technology is used in every step of the production, packaging and distribution process and any severe advancement in this
regard is likely to be quickly embraced and leveraged by operators. Overall, technology has been a positive force for the
industry due to it increasing automation, with technology such as 3D food printers, which has improved product quality.
Additionally, as consumers have become increasingly health-conscious, operators have been forced to adopt new
production techniques and technologies to produce healthier options or for common allergies, such as gluten-free cookies,
crackers and pasta. Operators have been pushed into investing in research and development into biological knowledge and
production techniques to remain competitive with operators in external industries.

The level of technology change is    Medium

  The Cookie, Cracker and Pasta Production industry in Canada undergoes a
moderate level of technological change.

While workers still manage each step of production, modern manufacturing facilities are highly mechanized. Consequently,
producers rely on automated machines, laser sensors and a variety of technological advancements to produce a large
volume of products in a short amount of time. Furthermore, the leading manufacturers rely on computer software to control
machines (i.e. computer-aided manufacturing) and monitor the smooth transition of products from each step of production.
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Over the five years to 2021, the industry has adopted computerized systems. In particular, online ordering systems provide
manufacturers with improved customer and supplier arrangements, as well as cost savings through better inventory and
production planning. Another major development related to computerization is improved packaging equipment, including
collators, conveyors, spiral chutes, carton drops and automated case packers. Computerized control of the manufacturing
process enables a more consistent product and minimizes waste. In a typical large-scale factory, there is little manual
labour involved in production. For instance, after the dry and wet ingredients are mixed in large steel vats to produce
dough, the product is then sheeted and moulded by machines and left to proof in a heated chamber before moving into
ovens through conveyor belts.

Technology is also used for the discovery and addition of new ingredients. Due to the growing demand for healthier and
more nutritious food, operators have sought ways to reduce the sugar, fat and carbohydrate content of their products.
Producers have also introduced a variety of nutrient-enhanced dry pasta and cookies that are fortified with fibre, vitamins
and other nutrients. However, technological advancements related to ingredient processing are more relevant to this
industry's upstream suppliers.

Revenue
Volatility

The level of volatility is    Medium

  The Cookie, Cracker and Pasta Production industry in Canada exhibits a low to
moderate level of revenue volatility.

Operators in this industry are, for the most part, shielded by the nondiscretionary nature of its products, but are also
affected by changes in snacking and health trends that put some products in and out of favour. Consumers will still
purchase industry goods even when disposable income levels drop or when prices increase at the retail level, but
consumers are more apt to purchase premium snacks and pasta brands when they are comfortable with spending more on
food. Higher prices can also encourage consumers to turn to generic and private label goods, lowering industry revenue
growth. Further contributing to volatility are the prices of sugar, cocoa and other inputs that can affect the prices of industry
goods, possibly deterring consumers seeking more affordable deals on food. IBISWorld expects industry revenue to
oscillate an average of 11.0% over the five years to 2021.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Cookie, Cracker and Pasta Production industry in Canada is primarily
regulated by Health Canada, which is a federal department that is responsible
for protecting the health of consumers.

The department enforces a variety of Acts that pertain to this industry through the Canadian Food Inspection Agency
(CFIA). Environment Canada, another enforcement agency, serves to preserve and enhance the environment through
regulation and enforcement. The industry is also subject to labour laws administered at the provincial level. The
employment or labour standards branch of each province determines minimum wage rates, overtime pay and meal breaks.

CANADIAN FOOD INSPECTION AGENCY
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The Canadian Food Inspection Agency's (CFIA) mission is to safeguard food,
animals and plants to protect Canada's people, environment and economy.

Some of the Acts administered by the CFIA include the Consumer Packaging and Labelling Act (CPLA), the Food and
Drugs Act (FDA) and the Safe Food for Canadians Act, among others. The agency governs the safety and nutritional
quality of food through the FDA. While the provisions of the FDA are very basic, they protect consumers from poisonous or
harmful substances and any products that are unfit for human consumption. Moreover, the CPLA regulates the proper
packaging and labelling of food products.

ENVIRONMENT CANADA

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

These laws are set in place to prevent food producers from carelessly disposing of waste from packaging. In addition,
producers are encouraged to reduce the weight of their packages to reduce fuel usage by large trucks.

Industry
Assistance

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

The Cookie, Cracker and Pasta Production industry in Canada receives
assistance from the federal government in the form of import tariffs.

By imposing tariffs on imported goods, domestic products become more affordable and more attractive than imported
goods. For example, imported sweet biscuits that contain 25.0% or more by weight of wheat incur a tariff of 2.0% per
kilogram, whereas protein-free sweet biscuits are imported for free. Additionally, dry pasta that contains 25.0% or more by
weight of wheat incurs a tariff of 4.0% per kilogram.

The industry also receives indirect assistance from trade organizations, such as Food and Consumer Products of Canada
(FCPC) and the Biscuit and Cracker Manufacturers' Association. The FCPC is Canada's largest industry association and it
represents most food, beverage and consumer goods companies. The organization works with the government, regulatory
bodies and both upstream and downstream partners of the industry to solve issues regarding food safety, innovation and
food labelling. Other associations created to help industry operators are the Baking Association of Canada and the
Canadian Pastry Chefs Guild designed to progress and advocate trade standards.

Due to the unprecedented effect of the coronavirus pandemic on the Canadian economy, federal and provincial
governments have provided substantial support measures to both businesses and households. Industry operators that met
certain eligibility requirements were assisted via wage subsidies and low-interest borrowing arrangements. These relief
programs include the Canada Emergency Wage Subsidy (CEWS), which covers up to 75.0% of an employee's wages up to
a maximum $847.00 per week.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(People)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of wheat ($

per ton)
2012 3,112 583 171 61.0 11,358 1,267 1,058 384 2,904 276
2013 3,255 634 273 67.0 11,719 1,293 1,124 395 3,086 266
2014 2,845 569 265 74.0 10,094 1,384 1,235 353 2,696 243
2015 3,027 593 259 83.0 9,806 1,657 1,398 381 2,767 186
2016 3,563 616 264 95.0 10,786 1,731 1,418 400 3,250 143
2017 3,271 619 269 95.0 10,628 1,617 1,375 408 3,029 145
2018 3,106 675 260 94.0 10,937 1,736 1,458 424 2,827 186
2019 3,381 804 267 95.0 12,491 1,846 1,520 489 3,055 163
2020 3,340 647 277 96.0 11,366 1,761 1,561 463 3,139 186
2021 3,357 711 278 97.0 11,410 1,806 1,540 465 3,091 219
2022 3,366 712 279 98.0 11,486 1,772 1,660 468 3,254 224
2023 3,406 723 283 99.0 11,652 1,783 1,644 474 3,267 223
2024 3,440 730 286 100.0 11,776 1,807 1,654 479 3,286 226
2025 3,473 737 288 101 11,903 1,828 1,663 484 3,308 228
2026 3,507 745 292 102 12,037 1,848 1,671 490 3,330 231

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World price

of wheat (%)
2012 3.38 -1.97 -5.00 -4.69 4.06 2.59 2.17 -0.19 3.29 -1.43
2013 4.59 8.68 59.6 9.83 3.17 2.10 6.24 3.02 6.28 -3.84
2014 -12.6 -10.2 -2.94 10.4 -13.9 7.02 9.82 -10.8 -12.6 -8.59
2015 6.37 4.28 -2.27 12.2 -2.86 19.7 13.2 8.02 2.63 -23.5
2016 17.7 3.75 1.93 14.5 9.99 4.46 1.45 4.88 17.5 -23.0
2017 -8.20 0.55 1.89 0.00 -1.47 -6.60 -3.06 2.10 -6.81 1.46
2018 -5.07 8.98 -3.35 -1.06 2.90 7.35 6.04 3.82 -6.66 28.1
2019 8.86 19.1 2.69 1.06 14.2 6.28 4.26 15.4 8.07 -12.3
2020 -1.22 -19.5 3.74 1.05 -9.01 -4.57 2.70 -5.24 2.76 13.6
2021 0.52 9.97 0.36 1.04 0.38 2.56 -1.36 0.41 -1.55 18.2
2022 0.26 0.01 0.35 1.03 0.66 -1.94 7.78 0.58 5.29 2.05
2023 1.18 1.58 1.43 1.02 1.44 0.64 -0.96 1.38 0.38 -0.41
2024 1.00 1.03 1.06 1.01 1.06 1.36 0.60 1.05 0.61 1.39
2025 0.94 0.97 0.69 1.00 1.07 1.14 0.56 1.04 0.65 0.92
2026 0.98 1.05 1.38 0.99 1.12 1.08 0.49 1.11 0.68 1.18

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 18.7 36.4 40.7 274 12.3 66.4 33,782
2013 19.5 36.4 39.7 278 12.1 42.9 33,732
2014 20.0 45.8 48.6 282 12.4 38.1 34,942
2015 19.6 50.5 54.8 309 12.6 37.9 38,854
2016 17.3 43.6 48.6 330 11.2 40.9 37,048
2017 18.9 45.4 49.4 308 12.5 39.5 38,389
2018 21.7 51.6 55.9 284 13.6 42.1 38,731
2019 23.8 49.7 54.6 271 14.5 46.8 39,140
2020 19.4 49.7 52.7 294 13.9 41.0 40,762
2021 21.2 49.8 53.8 294 13.9 41.0 40,771
2022 21.1 51.0 52.6 293 13.9 41.2 40,737
2023 21.2 50.3 52.4 292 13.9 41.2 40,714
2024 21.2 50.3 52.5 292 13.9 41.2 40,710
2025 21.2 50.3 52.6 292 13.9 41.3 40,696
2026 21.3 50.2 52.7 291 14.0 41.2 40,691

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Canadian International Grains Institute
http://www.cigi.ca

Canadian Pasta Manufacturers Association
http://www.pastacanada.com

Cookie & Cracker Academy
http://www.americanbakers.org/cca/

Industry Jargon COMPUTER-AIDED MANUFACTURING
The use of computer software to control machinery and equipment for the production of goods.

DISINTERMEDIATION
The process of retailers bypassing wholesalers and purchasing goods directly from manufacturers for cost savings.

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

GLUTEN
A mixture of proteins found in wheat and other grains such as barley and rye. Individuals with celiac disease cannot
process gluten, which is also the ingredient that gives dough its chewy texture.

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

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

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

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

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

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

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

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

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

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.
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IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

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

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

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

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

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

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

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

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

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

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