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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:

· Industry operators are expected to benefit from government assistance programs that were offered to help
businesses affected by the COVID-19 (coronavirus) pandemic. For more detail, please see the Industry Assistance
chapter.

· Demand is expected to remain fairly steady in 2020 as consumers spend more time at home amid an increase in
per capita disposable income. For more detail, please see the Current Performance chapter.

· Industry operations are expected to remain largely unchanged in 2020. Still, operational changes related to worker
safety are likely to occur.
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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 Operators in the Snack Food Production industry in Canada primarily produce chips, including potato, corn and

tortilla chips. They also process plain, salted or roasted nuts, seeds and nut butters such as peanut butter. However,
operators do not produce cookies, crackers, bakery products, cereal or granola bars.

Major Players PepsiCo

Main Activities The primary activities of this industry are:

Producing chips, such as potato, corn, tortilla and other

Processing nuts and seeds and producing nut butters

Producing pretzels other snacks

The major products and services in this industry are:

Potato chips

Tortilla and corn chips

Other snacks

Nuts and seeds
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Supply Chain

SIMILAR INDUSTRIES

Cereal Production in Canada Chocolate Production in Canada Bread Production in Canada Cookie, Cracker & Pasta Production
in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Snack Food Production in the US Popcorn Production Potato, Corn and Other Chip
Manufacturing in Australia

Potato Crisps & Snacks Production
in the UK
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Industry at a Glance
Key Statistics

$3.9bn
Revenue

Annual Growth

2016–2021

1.2%

Annual Growth

2021–2026

1.3%

Annual Growth

2016–2026

 

$1.4bn
Profit

Annual Growth

2016–2021

2.5%

  Annual Growth

2016–2021

 

34.8%
Profit Margin

Annual Growth

2016–2021

2.1pp

  Annual Growth

2016–2021

 

266
Businesses

Annual Growth

2016–2021

10.4%

Annual Growth

2021–2026

4.2%

Annual Growth

2016–2026

 

7,236
Employment

Annual Growth

2016–2021

5.6%

Annual Growth

2021–2026

3.5%

Annual Growth

2016–2026

 

$366.9m
Wages

Annual Growth

2016–2021

5.5%

Annual Growth

2021–2026

3.0%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

10.3%
World price of wheat

1.8%
Per capita disposable income

2.0%
Consumer price index for food

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Industry Assistance
High / Steady

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Concentration
Medium   Regulation & Policy

Medium / Steady

  Technology Change
Medium   Barriers to Entry

Medium / Steady

  Industry Globalization
Medium / Increasing   Competition

Medium / Increasing

NEGATIVE IMPACT

  Revenue Volatility
Very High

 

Key Trends

 Trade with the United States has been beneficial to industry
operators

 The industry has become innovative with its production and
marketing methods

 The industry is more profitable than most other industries in
the food production sector

 Import penetration is forecast to rise

 Producers are expected to continue the development of new
products

 Innovation and brand recognition will buoy profit for the
largest operators

 One of the primary drivers of industry performance has been
expanded export opportunities
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Level of Assistance

  High Profit vs. Sector Average

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Very high Volatility

  Medium Imports

  High Customer Class Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Healthy cravings: Despite an improving economy and rising disposable
income, the industry is expected to grow at a similar pace as the past five
years

The Snack Food Production industry in Canada produces goods such as potato and corn chips, pretzels, roasted
and salted nuts, peanut butter, popcorn and other similar snacks. This industry benefited from increased demand
over the five years to 2021 as discretionary income levels increased. In turn, renewed consumer spending has
boosted sales of potato and tortilla chips, along with nuts and seeds. Buyers also tend to purchase more expensive
and healthier products as they have more to spend on snack foods, keeping industry profit high. While many
industry products are unhealthy and demand for such goods has slowed, many operators have developed new
products to tempt more health-conscious consumers and the industry has experienced rising numbers of artisanal
producers. Overall, industry revenue is expected to rise at an annualized rate of 1.2% to $3.9 billion over the five
years to 2021, including forecast growth of 0.7% in 2021 alone.

One of the primary drivers of industry performance over the past five years has been expanded export opportunities.
Industry products have low unit prices, which can make transportation costs prohibitive. However, a significant
depreciation in the domestic currency has made industry goods significantly more cost-effective in the United States,
which is the destination for the vast majority of industry exports. As a result, the industry has experienced huge
growth in exports, with exports rising from 11.7% of revenue in 2016 to an estimated 15.0% in 2021.

Despite an improving economy and rising disposable incomes, the industry is expected to grow at a similar rate over
the five years to 2026. While the industry has been able to pivot toward healthier alternatives, many healthy
alternatives produced by other industries exist. Further, while consumer spending is forecast to rise in the coming
years, growth in per capita disposable income is forecast to slow. Further, exports were a primary driver of growth
over the past five years, however export levels are already at an all-time high and the pace of growth is likely to be
below that of the previous reporting period. Overall, IBISWorld expects revenue to rise at an annualized rate of 1.3%
to $4.2 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Per capita disposable income

Snack foods are considered a discretionary purchase, meaning that they are nonessential goods. When consumers
experience a rise in disposable income, they are more willing to spend money on snacks among other discretionary
purchases, benefiting demand and revenue. Per capita disposable income is expected to decrease in 2021, posing
a potential threat to this industry.

 

Canadian effective exchange rate index

A strong Canadian dollar increases the purchasing power of domestic consumers, boosting imports. Conversely, it
makes Canadian products more expensive in global markets, reducing exports. Therefore, a strong Canadian dollar,
as measured by the Canadian effective exchange rate (CEER) index, which tracks the strength of the Canadian
dollar relative to major trading partners, hurts industry operators. The CEER index is expected to increase in 2021.

 

Consumer price index for food

The consumer price index for food helps to measure the change over time in the prices paid by consumers for a
representative basket of food items. As the consumer price index for food rises, this indicates that food is becoming
more expensive and purchasing a similar quantity of snack food would become more expensive, leading to an
increase in industry revenue. In 2021, the consumer price index for food is expected to rise, representing a potential
opportunity for this industry.

 

World price of wheat

Wheat is a key ingredient in snack food production. When the price of wheat rises, operators incur higher purchase
costs, which they may or may not be able to pass on full to consumers. However, this industry is dominated by large
companies that benefit from brand loyalty. These operators are able to raise product prices and increase revenue.
The world price of wheat is expected to increase in 2021.
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Current
Performance

The Snack Food Production industry in Canada produces potato chips,
corn chips, nuts, peanut butter, popcorn, pretzels and other snacks.

Although snacks are generally popular products, industry goods are discretionary items and consumer purchases of
these products tends to be more limited when disposable income falls. Demand also relies on the desirability of
chips and other snacks in general, as perceived by Canadian consumers. Buyers tend to purchase more expensive
and healthier products when spending levels rise. However, sometimes families rely more on high calorie snack
foods for sustenance when income levels decrease. The industry has performed well over the five years to 2021,
with rising per capita disposable income levels and increased development of healthy snacks stimulating industry
purchases. Further, international trade conditions can also have an effect on industry revenue and a sharp
depreciation in the Canadian currency during the middle of the reporting period facilitated strong growth in exports,
in addition to increased domestic demand. As a result, industry revenue is forecast to rise an annualized 1.2% to
$3.9 billion over the five years to 2021. This includes slightly slower estimated growth of 0.7% in 2021 alone.

TRADE BOOM

Canadian consumers have been increasingly turning to imports to satisfy
their craving for snacks.

Foreign producers that operate at lower labour costs can minimize expenses and price their products competitively
in the Canadian market, undercutting domestic operators. Although the industry is officially assisted by the Canadian
government, which imposes tariffs between 6.0% and 11.0% on chip imports, somewhat tempering the flow of
imports. Still, IBISWorld expects imports to grow at an annualized rate of 3.5% to $1.1 billion over the five years to
2021. Growth in imports from emerging markets, such as Thailand and Vietnam, has been particularly strong.
However, the value of imports from the United States, the industry's largest trading partner, is expected to stay high.
More than 80.0% of imports come from the United States, which is currently in a free trade agreement with Canada
and exempt from most tariffs.

However, trade with the United States has also been beneficial to industry operators. The United States boasts a
huge population with an insatiable appetite for snacks. Combined with the fact that US consumers share similar
tastes with Canadian consumers, this has enabled industry operators to generate an increasing share of revenue
from sales to the United States. This has been supported by the decreasing value of the Canadian dollar between
2016 and 2020, as measured by the Canadian effective exchange rate (CEER) index. As Canada's currency
depreciates, exported products become less expensive and therefore more appealing on international markets.
Given the low unit value of industry products, a currency depreciation can make industry goods materially more cost
effective. Over the five years to 2021, IBISWorld expects exports will grow at an annualized rate of 6.3% to $593.3
million over the five years to 2021.

HEALTH CONCERNS AND INNOVATION
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The industry has also endured the challenge of rising health
consciousness among consumers.

Both obesity and total health expenditure have been on the rise in Canada, spurring lifestyle shifts, such as the
popular desire to consume less fat and fewer calories. Chips are typically high in sodium and calories, while peanut
butter is high in sugars and fat. Nuts and seeds, which are high in unsaturated fats, which are considered healthy,
are still high in calories when consumed in large servings. Salty and oily snacks including chips, pretzels and
popcorn still constitute the majority of industry revenue, but consumers have increasingly opted for healthier product
variants that are made with less salt and fat. Additionally, snacks that contain protein, such as nuts, seeds and soy,
have climbed in relevance, as consumers have become more aware of the benefits these foods provide.

To accommodate this shifting environment, the industry has become increasingly innovative with its production and
marketing methods. Operators are now producing and marketing baked varieties of traditionally fried chips, which
are healthier and less saturated in fat. They are also introducing vegetable chips, among other kinds of chips, which
are less carbohydrate-rich than potato and wheat chips. Other innovations in the industry include smaller chips
packets, low sodium chips and reduced-fat peanut butter. For example, PepsiCo Inc. (PepsiCo) invests heavily in
research and development and its Frito-Lay North America (Frito-Lay) segment now includes low sodium versions of
all its snacks. The company has also launched a massive marketing campaign to expand its brand of baked chips.

In addition, these shifting trends have been a boon to industry participation, prompting significant market entry over
the past five years. The majority of these new entrants have been small companies with minimal employees, likely
seeking to offer artisanal health and organic snacks to carve out a niche in a growing market. As a result, the
number of establishments is forecast to rise at an annualized rate of 6.9% to 284 locations over the five years to
2021. As a result, employment is expected to grow an annualized 5.6% to 7,236 workers over the five years to 2021.

HIGH PROFIT

The Snack Food Production industry is more profitable than most other
industries in the food production sector.

The leading manufacturers in this industry particularly benefit from high profit due to well-established brands and
economies of scale in production, distribution and marketing. PepsiCo, the largest snack manufacturer through its
Frito-Lay division, regularly commands profit, which is measured as earnings before interest and taxes, in excess of
30.0% of revenue. Profit has also benefited from a rising consumer price index for food, which has resulted in rising
industry product prices over the past five years. Moreover, successful manufacturers are able to charge a premium
for their snacks because consumers perceive leading brands to be of higher quality than generic alternatives.
Increased investments in technology and machinery have also boosted production and distribution efficiencies.
Consequently, industry profit, measured as earnings before interest and taxes, is expected to account for 34.8% of
industry revenue in 2021, up from 32.7% in 2016.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable

income
($)

2012 2,993 1,395 117 107 8,052 210 619 378 3,401 28,883
2013 2,894 1,396 158 130 4,868 228 662 223 3,327 29,369
2014 2,939 1,333 184 141 3,670 276 741 178 3,405 29,466
2015 3,102 1,403 203 150 3,532 398 901 202 3,605 30,804
2016 3,720 1,564 203 162 5,511 436 886 280 4,170 30,332
2017 2,886 1,324 235 179 4,317 460 925 216 3,350 30,675
2018 3,785 1,646 245 209 6,391 483 933 340 4,234 30,647
2019 3,894 1,772 251 233 6,838 548 960 350 4,306 30,852
2020 3,919 1,813 270 251 7,009 602 1,016 357 4,333 33,275
2021 3,945 1,813 284 266 7,236 593 1,054 367 4,406 32,048
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Industry Outlook
Outlook The Snack Food Production industry in Canada is expected to grow at a

similar pace over the five years to 2026.

The industry will continue to benefit from rising per capita disposable income alongside growth in the consumer price
index for food. As economic growth accelerates domestically and abroad, consumer spending is projected to rise at
an annualized rate of 2.4% over the five years to 2026.

Furthermore, the industry will continue to contend with rising levels of import competition alongside an increasing
focus by consumers on healthy eating, which will cut into demand for some traditional products. Although industry
operators will continue to develop healthier options, other industries manufacture most of the genuinely healthy
alternatives. Furthermore, one of the drivers of industry growth over the five years to 2021 came through increased
exports. Export figures are currently at an all-time high, cutting into the potential capacity for growth. Overall,
IBISWorld expects revenue to increase at an annualized rate of 1.3% to $4.2 billion over the five years to 2026.

TRADE SLOWS

Over the five years to 2026, import penetration is forecast to rise,
alongside forecast growth in the value of the domestic dollar.

The United States is likely to remain the strongest trading partner, although growth in imports from emerging
markets will continue to chip away at their share of the overall market. Overall, the value of imports is forecast to rise
an annualized 1.0% to $1.1 billion over the five years 2026. Meanwhile, the domestic dollar, despite forecast growth,
will remain relatively weak and continue to facilitate the growth of exports. The United States will remain the primary
destination for industry products due to its proximity. The value of exports is forecast to rise an annualized 1.5% to
$638.9 million over the five years to 2026.

PRODUCT INNOVATION

To keep up with health trends, producers are expected to continue
development of new products, in addition to healthier versions of existing
offerings.

This will keep their product mixes and brand images fresh and prevent snack foods from becoming associated with
an unhealthy lifestyle. Product innovation is likely to be focused on healthier snack foods that cater to changing
consumer preferences. For example, large manufacturers such as PepsiCo Inc. (PepsiCo) invest a significant share
of their revenue into research and development. Manufacturers will also add ingredients that boost the nutritional
value of chips, popcorn and peanut butter, in addition to seeds, dehydrated vegetables and beans.

Producers will also promote healthy eating through marketing initiatives. For example, PepsiCo is showcasing its
gluten free products in a section of its website, which will likely form a stronger marketing base over the next five
years. Moreover, many new products are introduced from year to year, but only a few will be successful over the
long term. Therefore, industry players must closely monitor specific consumer needs and patterns to adjust product
lines in ways that maximize demand.

INDUSTRY STRUCTURE
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The industry is expected to remain moderately concentrated, as large
players use economies of scale and brand recognition to protect market
share.

PepsiCo is expected to continue dominating the industry with its popular snack brands, including Lays, Doritos,
Fritos and Cheetos, which have been widely accepted within the industry for years. Nevertheless, product innovation
and production of artisanal snacks, which require more labour, are expected continue to spur new, small-scale
entrants into the industry. Over the five years to 2026, the number of establishments is anticipated to increase at an
annualized rate of 3.8% to 342 locations. Although because the vast majority of these companies will be small
businesses, employment and wages are expected to grow at a slower rate. Over the five years to 2026, IBISWorld
expects industry wages to grow an annualized 3.0% to $426.2 million. As the most successful new businesses and
entrants from the previous reporting period gain market share, they will likely become targets for acquisition by the
industry's largest players. However, there were no major acquisitions during the previous reporting period.

Meanwhile, concentration, innovation and brand recognition will continue to buoy profit for the largest operators,
keeping the industry's average profit, which is measured as earnings before interest and taxes, high at 33.5% of
industry revenue in 2026. While this is still a strong level of profit, it does represent a modest decrease from 34.8%
of revenue in 2021. This forecast decline in profit is expected to occur primarily as a result of increased competition
from entrants and artisan snack producers.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income  ($)

2021 3,945 1,813 284 266 7,236 593 1,054 367 4,406 32,048
2022 4,030 1,843 297 279 7,587 608 1,071 383 4,492 32,511
2023 4,082 1,872 309 292 7,923 617 1,082 397 4,547 32,674
2024 4,127 1,887 322 306 8,151 625 1,091 407 4,594 32,771
2025 4,167 1,899 332 317 8,419 632 1,100 419 4,635 32,852
2026 4,207 1,913 342 327 8,587 639 1,108 426 4,676 32,958
2027 4,247 1,928 353 338 8,746 646 1,116 433 4,717 33,065
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry is well-established and experiences full market acceptance

The rate of technological change is moderate

Demand for industry products is generally stable

The Snack Food Production industry in Canada is well established and experiences full market acceptance of its
products. Moreover, downstream markets are mainly established and unlikely to change. Consequently, this industry
is in the mature stage of its lifecycle. Over the 10 years to 2026 industry value added (IVA), which measures an
industry's contribution to the overall economy, is expected to increase at an annualized rate of 2.0%. In contrast,
Canada's GDP is anticipated to grow at an annualized rate of 2.0% during the same period. Growth in IVA at a
similar rate as domestic GDP is indicative of industry maturity.

The industry has had relatively moderate technological advances over the five years to 2021 and is not anticipated
to debut any new technology over the five years to 2026 that will fundamentally alter the industry. In addition, the
growth of companies during the period has consisted of mainly small-scale artisanal producers that rely more heavily
on labour, rather than on high-tech equipment. As a result, while participation has been rising, the industry continues
to be dominated by its largest player, PepsiCo Inc.

Further, demand for industry products tends to move in line with broad economic factors, such as disposable income
levels and employment. At the same time, this industry does demonstrate some characteristics of a growing
industry. New products come to market fairly frequently, although they tend to be healthier varieties of existing
products rather than anything truly new and consumer preferences are not entirely consistent. This is expected to
engender greater sales over the 10 years to 2026. However, the industry is still most accurately described as
mature, due to the importance of large companies and the generally stable nature of demand.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Grocery Wholesaling in Canada

2nd Tier

Convenience Stores in Canada

Supermarkets & Grocery Stores in Canada

Specialty Food Stores in Canada

Gas Stations with Convenience Stores in Canada

Dollar & Variety Stores in Canada

Gym, Health & Fitness Clubs in Canada

Coffee & Snack Shops in Canada

Key Selling Industries
1st Tier

Miscellaneous Nondurable Goods Wholesalers In
Canada

Industrial Supplies Wholesaling in Canada

2nd Tier

Flour Milling in Canada

Soybean Farming in Canada

Oilseed Farming in the Canada

Corn Farming in Canada

Wheat Farming in Canada

Vegetable Farming in Canada

Fruit & Nut Farming in Canada

Industrial Machinery & Equipment Wholesaling in
Canada

Corn, Wheat & Soybean Wholesaling in Canada

Products & Services

  NUTS AND SEEDS

This segment within the Snack Food Production industry in Canada
encompasses a variety of salted or roasted nuts and seeds, such as
peanuts, walnuts, sunflower seeds and watermelon seeds.

It also includes nut butter, which is butter produced by crushing nuts and also includes peanut butter and almond
butter. Together, roasted and salted nuts, seeds and nut butters are expected to account for 16.0% of industry
revenue in 2021, up from 14.2% in 2016.

Demand for products in this segment has grown over the five years to 2021, due to consumers' growing awareness
of the health benefits of nuts, in addition to the variety of flavours available. While many people consume seeds and
nuts as snacks throughout the day, a growing number of consumers are incorporating these foods into their meals.
For example, walnuts and almond slivers are common ingredients in salads and yogourt parfaits. Manufacturers
have introduced a variety of new products including trail mixes and new package sizes that have contributed to the
growth of this product segment in recent years.

Meanwhile, peanut butter is a staple in Canadian homes. According to the 2016 Peanut Bureau of Canada and
Erickson Research report (latest data available), 95.0% of Canadian households consume peanut butter regularly.
Moreover, Erickson's 2016 study found that 41.0% of respondents in Quebec claim to consume peanut butter every
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day. Nut butters have benefited from the growing popularity of nuts among consumers, with demand driven by the
media and manufacturers touting the health benefits of these products. Consumers agree that peanuts are a
nutritious protein boost to be incorporated into their snack options.

POTATO CHIPS

Potato chips are the most common type of chip consumed in Canada.

In 2021, potato chips are expected to represent 31.3% of industry revenue, up from 28.6% in 2016. Over the five
years to 2021, potato chips have increased in popularity due to the production of healthier varieties with less sodium
and fat in addition to the introduction of new flavours. In fact, baked chips represented the largest segment of snack
growth for PepsiCo Inc. over the past five years.

TORTILLA AND CORN CHIPS

Tortilla and corn chips are estimated to account for 25.1% of industry
revenue in 2021, up from 24.7% in 2016.

This product segment's share of the market has grown over the past five years, with new, healthier varieties such as
multigrain tortilla chips driving the growth. Specifically, since baked, multigrain, gluten free and reduced sodium
varieties were developed to appeal to health-conscious consumers over the past five years, this segment grew its
share of revenue.

OTHER SNACKS

Chips made of ingredients other than potato or corn are estimated to
account for 27.6% of industry revenue in 2021, down from 32.5% in 2016.

This segment includes chips made from other vegetables in addition to onion, pretzel and bagel slices. Demand for
these heterogeneous products has been mixed, with healthy products generally performing better than unhealthier
products.

In addition, the industry produces a variety of other snacks include extruded products, such as cheese twists, pork
rinds and popcorn. This product segment's share of industry revenue has declined over the past five years due to
consumer's growing health concerns. Most of the products in this segment have high fat content, a characteristic
that has deterred many consumers from purchasing them. While producers have introduced healthier varieties of
cheese puffs in recent years, consumers have opted for snacks that are less fattening. Conversely, demand for
popcorn has remained steady during this period due to the low calorie and fat content of the snack.

Demand
Determinants

The key factors that determine downstream demand for products within
the Snack Food Production industry in Canada are food consumption
trends, product innovation and price levels.

Over the past decade, healthier eating habits have prompted an increase in demand for prepared, single-serving
portions, such as mixed nuts and pretzels. Many potato and corn chip manufacturers have also introduced baked
varieties of traditionally fried chips. For instance, when Frito-Lay Inc. introduced Baked Lay's, the product gained
traction in the market quickly thereby sparking innovation among other snack food producers.

Typically, a rise in per capita disposable income is directly proportional to increased consumer spending on snack
foods. Furthermore, higher income levels encourage consumers to trade up to more expensive branded snacks or
switch to pricier snacks such as nuts and organic products. Similarly, increasing prices usually lower volume sales of
industry goods and cause some people to turn to more affordable generic brands. Moreover, fluctuations in the
strength of the dollar can make industry exports more affordable for foreigners, boosting demand for snacks
produced domestically, although a strengthening dollar can have the opposite effect.

Demand for industry products is also dependent on the availability of substitutes such as cookies, crackers, fruits,
yogourt and frozen novelties. Competition from these substitute products has increased over the five years to 2021,
as manufacturers in competing industries have also introduced healthier alternatives to attract health-conscious
consumers. While snacks produced by operators in the Snack Food Production industry dominate the snack food
sector, growing demand for new products such as packaged frozen yogourt and low-calorie biscuits has placed
downward pressure on demand for chips and nuts.
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Major Markets

  GROCERY WHOLESALERS

In the Snack Food Production industry in Canada, grocery wholesalers
account for an estimated 10.7% of industry revenue in 2021, down from
11.8% in 2016.

These wholesalers provide supermarkets, convenience stores and other retailers with bulk, packaged snack foods,
which determines the quantity of products that are stocked by retailers. However, this segment's share of revenue
has decreased over the five years to 2021 due to a growing number of retailers switching to online ordering
systems, thereby enabling them to buy directly from producers. This trend has significantly cut into this segment's
share of revenue over the past five years and is expected to continue over the five years to 2026.

SUPERMARKETS AND GROCERY STORES

Grocery stores and supermarkets serve as the most important points of
purchase for consumers.

Supermarkets and grocery stores are expected to account for 56.8% of industry revenue in 2021, up from 56.0% in
2016. Many retailers are bypassing wholesalers and sourcing directly from producers, which is beneficial to large
retailers due to the cost savings they achieve from foregoing wholesaler's transaction fees. The ability to purchase
directly from a manufacturer also provides favourable terms of trading because retailers can negotiate certain
conditions that are not possible with wholesalers. This factor effectively translates into lower retail prices for industry
products, thereby increasing revenue. Therefore, this segment's share of revenue increased over the past five
years.

CONVENIENCE STORES AND GAS STATIONS

In 2021, revenue from convenience stores and gas stations is expected to
comprise 17.5% of industry revenue, down from 20.4% in 2016.

This forecast decline is expected to occur due to the trend of consumers increasingly opting for healthier choices. In
general, convenience stores and gas stations tend to stock products that are considered impulse purchases, which
are typically not very healthy.

EXPORTS

Exports are expected to account for 15.0% of revenue in 2021, up from
11.7% in 2016.

The United States is the largest destination for industry exports due to its participation with Canada in the United
States-Mexico-Canada Trade Agreement and close geographic proximity. The United States also boasts a huge
snacks consumer market, which shares similar tastes with the Canadian consumer market. Exports to the United
States have been boosted by the recent depreciation of the Canadian dollar against the US dollar; this made
Canadian goods more affordable and competitive in the US market.
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International Trade Exports in this industry are    Medium and Increasing

Imports in this industry are    Medium and Increasing

Imports

While producers in the Snack Food Production industry in Canada are able to meet the majority of domestic
demand, the value of imported snacks has risen consistently for more than a decade. Imports are expected to grow
at an annualized rate of 3.5% to $1.1 billion over the five years to 2021, satisfying an estimated 23.9% of domestic
demand for snacks in 2021. The majority of imports come from the United States, which is expected to account for
82.4% of total imports in 2021, with no other country accounting for more than 4.0%. However, the value of snacks
imported from countries such as Thailand and Vietnam has risen consistently over the past five years, at a faster
rate than growth in the value of imports coming from the United States. Snacks from the United States are very
popular in the Canadian market, which shares similar tastes and health concerns with the US market. Imports from
other countries are less popular among Canadian consumers, but they also endure significant tariff barriers. For
example, corn chips in general are subject to an 11.0% tariff while potato chips are subject to a 6.0% tariff. US
imports are exempt from these tariffs because the United States participates with Canada in the United States-
Mexico-Canada Agreement. The value of imports is likely to continue to rise in the coming years, in keeping with the
long-term trend.

Exports

Exports are expected to grow at an annualized rate of 6.3% to $593.3 million over the five years to 2021. The vast
majority of exports are destined for the United States, so demand from the United States is the primary driver of
growth. In fact, no other country is expected to account for more than 3.0% of the total value of exports in 2021.
Notably, Saudi Arabia had been a fairly consistent trade partner, although recent diplomatic difficulties between the
two countries caused the value of exports to Saudi Arabia plunge since reaching its peak in 2017.

Snack exports to the United States are forecast to grow an annualized 10.4% over the five years to 2021 because of
geographic proximity, along with similar consumer tastes and the availability of a much larger market for chips and
other snacks. Further, given the low unit cost of most industry products, the cost of transportation can be prohibitive,
making it more cost-effective to ship goods south of the border compared with across the Atlantic or Pacific oceans.

Export opportunities to the United States have also benefited greatly from the recent depreciation of the Canadian
dollar, which makes Canadian products more affordable and competitive. Given the low cost of most industry
products, this depreciation has made domestic goods materially more cost effective. Exports are forecast to
continue to rise in the coming years despite slight forecast growth in the value of the Canadian dollar.
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Business
Locations

  The Canadian Snack Food Production industry's establishments are largely located close to major city markets for easy
serviceability. Consequently, industry establishments are concentrated in the four provinces with the highest population counts,
which are Ontario, Quebec, British Columbia and Alberta. Furthermore, high transportation costs encourage industry operators to
strategically locate themselves close to sources of key inputs.

Ontario, which accounts for the largest share of the Canadian population, houses the majority of industry establishments, at
41.6% in 2021. British Columbia is home to 13.5% of the population and 21.2% of industry establishments in 2021. Its location is
likely the reason for its comparably larger share of industry establishments, as it facilitates international trade. Similarly, Quebec
and Alberta house an estimated 13.8% and 10.0% of total industry establishments, respectively.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Snack Food Production industry in Canada exhibits moderate market share concentration, with the top four
companies expected to generate about 55.0% of revenue in 2021. The industry is dominated by PepsiCo Inc.
(PepsiCo), which owns many recognizable brands and accounts for about one-half of industry revenue alone.
However, while the industry features some large multinational players such as PepsiCo and ConAgra Brands Inc., it
is characterized for the most part by a large number of very small operators, due to the simplicity of snack food
production. In fact, almost half of industry establishments are nonemploying sole proprietors. Over the five years to
2021, industry participation has increased significantly due to an expansion in demand for both popular and
alternative snacks and the lack of barriers to entry for the industry. However, despite a more saturated marketplace,
the largest players have continued to generate the majority of revenue, primarily because the majority of new
industry entrants are small organizations that do not generate significant revenue. The largest companies are able to
capitalize on economies of scale in production and distribution to minimize costs and maximize profit. This enables
them to protect market share while also expanding into new markets. These players are also able to capitalize on
brand recognition and differentiation, which is complemented with high research and development expenditure and
continuous product innovation.

Key Success
Factors

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

Ability to adapt to change:
Producers must anticipate and respond to changes in consumer preferences in a timely manner to remain
competitive in the industry.

Ability to pass on cost increases:
Successful companies have brands that consumers consider to be of superior quality. Therefore, as commodity
prices increase, these companies are able to pass on the cost increase to downstream markets in the form of higher
product prices.

Product differentiation:
Many of the industry's products tend to be homogeneous in nature. Therefore, product differentiation is one of the
most important factors for a company to distinguish itself from the competition.

Economies of scale and scope:
Successful companies have established economies of scale, which enables them to spread costs over a large
volume of products, reducing per-unit costs.

Supply contracts in place for key inputs:
Industry operators that have reliable contracts with suppliers of key raw materials can reduce supply volatility.
Guaranteed supplies at fixed prices minimize supply costs and aid production planning.

Effective quality control:
Successful producers in this industry implement effective quality controls to ensure that their products are safe to
consume. Tainted snacks can lead to food-borne illnesses and significantly damage a company's image and
trustworthiness.
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Cost Structure
Benchmarks

  Profit

Industry profit is high, with the industry's largest operator, PepsiCo. Inc.
(PepsiCo), generating profit, defined as earnings before interest and
taxes, in excess of 30.0% of revenue. The average industry profit,
measured as earnings before interest and taxes, is expected to reach
34.8% of revenue in 2021, up from 32.7% in 2016. The industry is
characterized by high profit partly because of the high value-added
nature of the production process. Raw materials, such as corn and
potato starch, are transformed into a variety of flavourful snacks. In
addition, moderate market share concentration means that the profit of
the largest players bring up the industry average. Major players are
able to market their products heavily and to capitalize on brand
recognition to charge high prices. These players also experience
economies of scale, which reduce per unit costs and increases profit
further.

 

  Wages

Wages are estimated to account for 9.3% of revenue in 2021, up from
7.5% in 2016. Larger operators tend to pay higher wages and many
new entrants are smaller scale and do not have access to the same
level of technology. Also, many of these new entrants are small
companies unable to offer the same wage levels.
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  Purchases

Purchases represent the largest part of the industry's cost structure, at
35.5% of revenue in 2021, down from 39.3% in 2016. Key inputs
purchased include potatoes, corn, edible oils, peanuts and other nuts,
in addition to salt, emulsifiers, preservatives and packaging paper.
Therefore, commodity prices are the primary drivers of overall purchase
costs. Potato, flour, corn and edible oil prices have been volatile during
the past five years. The world price of wheat, for example, surged
28.1% in 2018. Volatile purchase costs make inventory planning difficult
and have induced some of the larger players to hedge their costs in the
financial market.

 

  Marketing

Marketing costs account for an estimated 2.8% of industry revenue in
2021, down from 3.2% in 2016. This is higher than many other
manufacturing industries but fairly consistent with the food
manufacturing sector, as operators must find ways to differentiate
themselves from competitors through innovative marketing campaigns.

 

  Depreciation

The industry's main source of depreciation is equipment. Operators
depend on effective manufacturing equipment to keep production costs
low. Research and development also spur greater spending on
depreciable assets. In 2021, depreciation is expected to account for
1.9% of industry revenue, up slightly from 1.8% in 2016. Depreciation
tends to be higher for the industry's larger operators.

 

  Rent

Rent costs account for an estimated 2.7% of industry revenue in 2021,
up from 1.9% in 2016. This figure tends to be higher for smaller
operators that are unable to generate significant economies of scale.
Rental costs are slightly higher than for other manufacturing industries
given the low unit costs of industry products.
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  Utilities

Utility costs are expected to account for 2.3% of industry revenue in
2021, up from 1.8% in 2016. This is fairly low for a manufacturing
industry and indicates that manufacturing industry goods is not an
energy-intensive process.

 

  Other Costs

Other costs include overhead expenses, logistics, administrative costs
and research and development. Distribution costs also form an
important part of the cost structure because producers can directly
supply retail outlets to cover as much of the domestic market as
possible. Research and development expenditure is especially large for
major companies, with large players such as PepsiCo investing as
much as 10.0% of revenue into such activities in a given year. Other
costs are expected to account for 10.8% of industry revenue in 2021,
down from 11.6% in 2016.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  The level of competition that operators in the Snack Food Production
industry in Canada endure from both internal and external competitors is
moderate.

Industry operators primarily compete based on product price, quality and differentiation. While the leading producers
within this industry account for more than 50.0% of the snack market in Canada, there are many smaller producers
that specialize in niche product segments.

INTERNAL COMPETITION

The industry in is dominated by well-established brand names.

However, customers are still price sensitive and when the price of products increases, many switch their preferences
to lower-priced substitutes such as cookies and crackers. Over the five years to 2021, the growing segment of low-
priced, private-label brands has intensified price-based competition.

The perceived quality of a particular product or brand determines the price that consumers are willing to pay for it.
Brand loyal customers are not very sensitive to price changes because of the associated perceptions of quality.
Higher-quality products manufactured by Frito Lay Inc. which is a subsidiary of PepsiCo Inc. and Old Dutch Foods
Inc. command a premium price primarily due to their reputations as high-quality products.

Since the industry has limited opportunities for growth, it is critical for producers to differentiate their products to
maintain market share. For example, changing consumer tastes and dietary trends compel producers to be
innovative with packaging, marketing and labelling. Developing and maintaining strong relationships with
downstream suppliers is another critical area of competition. Operators that secure prime grocery store shelf space
are those that have the most recognizable products or packaging and as a result, they have the best chance to
maximize sales at the retail level.

EXTERNAL COMPETITION
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Snack food producers also compete with substitute products such as
cookies, crackers and granola bars, which are produced by operators in
the Cookie, Cracker and Pasta Production industry in Canada (IBISWorld
report 31182CA) and the Cereal Production industry in Canada (31123CA).

Healthier brand extensions of regular cookies and crackers, including reduced-fat and organic varieties, have
boosted demand for snacks produced by this competitive industry in recent years. When consumers prefer more
substitute products due to taste preferences or health reasons, demand for snack products declines.

The industry also endures competition from imports, which account for about 25.0% of domestic demand. The
United States accounts for the majority of imports due to the rising popularity of US snack foods in Canada. Further,
the inexpensive nature of industry products can make it prohibitive to ship them over long distances, so the common
border between Canada and the United States helps to facilitate trade. This form of competition is anticipated to
intensify over the five years to 2026.

Barriers to
Entry

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

  The barriers to entry in the Snack Food Production
industry in Canada are moderate and depend on the
scale of production the entrant pursues. The scale of
production defines the level of capital, technology, labour
and enterprise required to begin operations. New entrants
that aim to be competitive with medium- to large-size
companies would need to heavily invest in equipment and
machinery for production. Those that cannot afford these
initial investments would be unable to compete on a large
scale. However, if they were seeking to compete on a
much smaller scale their barriers to entry are significantly
lower, as evidenced by the significant number of industry
operators with fewer than 10 employees.

Another barrier for potential new entrants is the success
of large incumbents, especially PepsiCo Inc. and
ConAgra Brands Inc. Established players tend to have
brand loyalty from customers in addition to investing
significant sums of money into advertising and
promotions, thereby enabling them to protect and grow
their market share. 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, larger players
experience efficiencies that are created by economies of
scale and scope. Lower per-unit production costs and
varied product lines, combined with high levels of
investment in technology and equipment, make it very
difficult for new entrants to compete. Although these are
not barriers to entry, they may hamper the success of new
entrants.

Incumbents also have established relationships with
downstream retailers, primarily supermarkets, which give
their products optimal shelf space. New entrants do not
benefit from these relationships and therefore, their
products are less likely to be seen by shoppers. In
addition, new entrants do not have relationships with
upstream suppliers. The price of commodities, such as
wheat, has been extremely volatile over the five years to
2021. Without a contract or a steady supplier, new
companies may have difficulty obtaining necessary
ingredients at prices they can afford.

Barriers to Entry Checklist

Competition Medium  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance High  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  The Snack Food Production industry in Canada exhibits a moderate degree of globalization, as evidenced by trade levels
and company ownership. With respect to trade levels, both imports and exports are moderate and rising; although the
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United States is by far the dominant trade partner for industry operators. With respect to ownership, the largest industry
player, PepsiCo Inc., is headquartered in the United States and sells goods in more than 200 countries. Old Dutch Foods
Inc., another large operator, is the Canadian arm of a United States-based company. IBISWorld expects industry
globalization to rise over the five years to 2026 as import and export levels grow and as foreign markets, especially in the
United States, become increasingly important to operators.
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Major Companies

Major Players PepsiCo Canada ULC

Market Share: 47.6%

Brand Names Frito-Lays North America

  PepsiCo Inc. (PepsiCo) was founded in 1965 and is a US-based multinational food and beverage corporation that
manufactures, markets and distributes snack foods, beverages and other products. Headquartered in Purchase, NY,
the company employs about 291,000 people across the world. Some of the company's most popular brands are
Pepsi, Mountain Dew, Quaker Oatmeal, Lay's, Doritos and Fritos. According to the company's 2020 annual report
(latest data available), PepsiCo generated $94.3 billion in total revenue.

The company operates in six segments, which include Frito-Lay North America (FLNA); Quaker Foods North
America; Latin America; North America Beverages; Europe Sub-Saharan Africa; and Asia, Middle East and North
Africa. PepsiCo participates in the Snack Food Production industry in Canada primarily through the FLNA segment,
which produces potato chips, tortilla chips, corn chips and other flavoured snacks. Flagship products include Lay's,
Ruffles, Doritos, Tostitos, Cheetos, Fritos, Sun Chips and Quaker rice cakes. The company also manufactures other
snacks, including Cracker Jack caramel corn and Rold Gold pretzels. The company's largest industry-relevant
facility is located in Cambridge, Ontario and it employs about 700 people in part- and full-time roles.

In recent years, Canadian consumers have become increasingly wary of snack foods with a high fat and sodium
content. In response to consumer demand for healthier versions of its existing products, the company has invested a
lot of research and development to produce tasty baked, gluten-free and low-sodium versions of its most popular
products, such as Lay's, Tostitos, Fritos and Ruffles. The company continues to innovate its product lines in
response to consumption trends. The company's fastest-growing product over the five years to 2021 has been its
Baked line, which includes baked versions of all the company's major chip products. Recently, the company has
announced plans to expand its flagship domestic manufacturing facility through the construction of a new
warehouse. Prior to the period, the same facility completed a $12.0 million project to improve efficiency and install a
new packaging system.

Financial performance
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Over the five years to 2021, improved consumer spending and favourable exchange rates have spurred gains for
FLNA's Canadian operations. Branding has been a major driver of company growth over the past decade. In
particular, core brands remain high in demand and have supported company revenue. Overall, IBISWorld estimates
PepsiCo's industry-relevant revenue has increased at an annualized rate of 2.4% to $1.9 billion over the five years
to 2021.

Notably, the company has consistently generated strong and rising profit levels, posting profit, which is measured as
earnings before interest and taxes, of about 30.0% of revenue every year during the reporting period. Over the five
years to 2021, PepsiCo's operating income is expected to grow at an annualized rate of 2.8% to $566.8 million.

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

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,666.4 N/C 494.3 N/C
2017 1,800.6 8.1 546.3 10.5
2018 1,712.3 -4.9 524.6 -4.0
2019 1,834.3 7.1 564.7 7.6
2020 1,725.6 -5.9 506.6 -10.3
2021 1,879.4 8.9 566.8 11.9

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

Other Companies Conagra Brands Inc.

  Market Share: 4.4%
  Conagra Brands Inc. (Conagra Brands), formerly Conagra Foods Inc., was founded in 1919 and is one of North

America's leading packaged food companies, serving grocery retailers, restaurants and other food service
establishments. The company officially changed its name to Conagra Brands in November 2016, following the spin-
off of its Lamb Weston brand segment. Headquartered in Chicago, Conagra Brands and its subsidiaries employ
16,500 employees, according to the company's 2020 annual report (latest data available). Most of the company's
employees are located in the United States, although it operates two manufacturing facilities in Canada and one in
Mexico. The company has recently reorganized its operating segments. Previously, Conagra Brands operated with
commercial and consumer food segments, but it now operates under five segments, which include grocery and
snacks, refrigerated and frozen, international, foodservice and commercial. Conagra Brands primarily participates in
the Snack Food Production industry in Canada through its snacks and store-brand grocery products, which
generated $6.2 billion in total sales in 2020 (latest data available). The company manufactures a variety of branded
and private label snack foods, including Act Two popcorn, Orville Redenbacher's popcorn, David seeds and Peter
Pan peanut butter. In 2021, the company is estimated to generate $174.7 million in industry-relevant revenue.

8th Avenue Food & Provisions Inc.

  Market Share: 2.5%
  8th Avenue Food & Provisions Inc. (8th Avenue) was formed in late 2018 by Post Holdings Inc. (Post Holdings).

Post Holdings entered a financing agreement with Thomas H. Lee Partners, a private equity firm, through which 8th
Avenue would manage what had been Post Holdings private brands business, which had been its only industry-
relevant segment. The private brands segment has six manufacturing facilities, three of which are located
domestically. While the private brands business includes a wide range of foods that are not relevant, it also
produces peanut butter and a variety of other snacks. The segment includes the Golden Boy Foods brand, which
was acquired in 2014, along with the American Blanching Company and Attune Foods. Golden Boy Foods is
operationally based in Burnaby, BC, and places emphasis on producing foods for health-conscious consumers.
Golden Boy Foods provides a variety of organic peanut butter products and other nut butter-based products, it is
also one of the largest raisin producers in Canada. Throughout its existence, the company has adopted a quality
management system to ensure high product quality. In addition to the manufacturing facility in Burnaby, the private
brands segment also maintains production facilities in Markham, ON, and Brampton, ON. Overall, IBISWorld
expects revenue from Post Holding's Canadian operations to reach $97.6 million in 2021.

Old Dutch Foods Ltd.

  Market Share: 1.8%
  Old Dutch Foods Ltd. (Old Dutch) is the Canadian arm of Old Dutch Foods Inc., a US-based manufacturer of snack

foods in the Midwest and in Canada. The Canadian arm is headquartered in Winnipeg, MB, and began in 1954. Old
Dutch is mainly known for its potato chips. Flagship brands include Old Dutch Potato Chips, Dutch Crunch, Ripples
and Cheese Pleesers. Flavours only available in Canada include ketchup, crispy bacon and salt and vinegar.
Besides its flagship potato chip brands, Old Dutch also produces popcorn, salsas and beef jerky. Between the
United States and Canada, the company employs more than 1,000 people. Four of the company's six potato chip
manufacturing facilities are located in Canada, contributing to the bulk of company revenue. Canadian
manufacturing facilities are spread across the country, in Manitoba, Alberta and New Brunswick. The company is
privately owned, so no official revenue figures are available. However, IBISWorld expects Old Dutch's industry-
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relevant revenue to reach $69.5 million in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Snack Food Production industry in Canada exhibits a
moderate level of capital intensity. In 2021, IBISWorld
expects companies to spend an average of $0.20 on
capital investment for every $1.00 spent on labour. Still,
capital intensity varies considerably with the size of the
producer. The largest snack food manufacturers have a
higher capital-to-labour ratio as they mass produce large
quantities of goods and their depreciation expenses and
capital intensity tend to be higher. Moreover, large industry
operators require a higher level of capital investment
because modern manufacturing plants require
sophisticated technology and equipment to increase
productivity. Small- to medium-size facilities will have a
lower capital-to-labour ratio because they lack the
resources to invest in expensive technology and
equipment. Additionally, many smaller operators produce
specialty snacks that require more manual labour than
generic products.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

High Innovation
Concentration

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.

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

Low Market
Concentration

Unlikely 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 rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

The industry structure creates a moderate level of entry barriers, which is coinciding with a high rate of new competitors
entering the industry. This high rate of entry creates a significant pool of potentially disruptive entities and the industry
structure does not significantly affect their growth potential.

Major market segments for industry operators are relatively diversified. The spread of market segments suggests that there
are limited entry points other than those already served my incumbent operators.

Operators in the Snack Food Production industry in Canada do not experience
a disruption to their range of operations that is attributable to technological
advances in competing industries.

This is because snack food producers compete with substitute products such as cookies, crackers and granola bars, in
addition to cereal products (IBISWorld reports 31182CA and 31123CA). However, the respective manufacturing processes
for these foodstuffs have remained largely the same over the five years to 2021, with no notable technological or efficiency-
oriented advancements worth noting. Although the industry experiences competition from foreign imports, these imports are
manufactured in the same way as the products manufactured by industry operators.

The level of technology change is    Medium

  The Snack Food Production industry in Canada exhibits a moderate level of
technology change.

Technology is used by industry operators in every step of the production, packaging and distribution process. Machines are
used to transport and sort potatoes, grains and other key ingredients. Sorting ingredients and removing bad products such
as brown potatoes used to be done by hand, however OptoSort now provides snack producers with a variety of sorters
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including gravity sorters and sensor systems that are used to eliminate the bad ingredients from the acceptable ones.

Additionally, nut producers use mechanical and pneumatic operations to efficiently remove hulls from various seeds and
nuts. Snack food producers rely on the design of the cylinder, cylinder knives, breast bars and breast knives to make hull
removal clean and sharp, minimizing losses from absorption. The result is less environmental discharge and lower cost
because waste disposal is expensive; minimizing product and by-product loss also reduces the quantity of raw materials
required.

Other snack food manufacturing equipment developments include automated coating systems, popcorn poppers, tumblers,
mass mills, puffers and rotary ovens. There have also been developments in edible-nut equipment, such as modernized
roasters, nut granulators, shakers, whole nut blanchers, peanut butter mills and separators. Increasingly, technological
advancements have involved making snack food products healthier, with operators seeking ways to develop strains of
existing products that will have higher levels of nutrients or a minimal number of less healthy substances such as trans fats
or cholesterol.

Revenue
Volatility

The level of volatility is    Very High

  The Snack Food Production industry in Canada has exhibited high revenue
volatility over the five years to 2021, which is unusual.

Fluctuating input costs, particularly those of potatoes, nuts and edible oils, are the primary drivers of revenue volatility.
These costs can often be hedged by major players but small operators must either absorb the costs or pass it on to
consumers in the form of higher prices, which may, in turn, lower sales.

Another major source of volatility during the period came from international trade. Due to the fact that many industry goods
are inexpensive, sharp fluctuations in exchange rates can materially inflate or deflate the competitiveness of industry
goods, with a corresponding effect on revenue.

Normally, chips, pretzels and nuts are all relatively low-cost food items that demonstrate fairly stable demand regardless of
economic conditions. Consumers increase purchases of industry products as disposable income increases; however, they
may also rely more heavily on snack foods to satiate hunger when food budgets are constrained. Over the five years to
2021, the high level of revenue volatility was primarily fuelled by volatility in the world price of wheat, which influences the
prices of industry products. For example, in 2018, the world price of wheat increased 28.1% and fuelled industry revenue
growth of 31.2% that same year.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Snack Food Production industry in Canada is moderately regulated.

The industry 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
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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 (CFIA)

The Canadian Food Inspection Agency (CFIA), along with Health Canada,
oversee the safety and nutritional quality of food products sold throughout
Canada.

The CFIA is 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 CFIA also enforces the Consumer
Packaging and Labelling Act, which requires pre-packaged foods, wherever they originate from, to not falsify information
with regard to quality or performance.

ENVIRONMENT CANADA

In addition, snack food producers are required to abide by the Canadian
Environmental Protection Act, the Canadian Environmental Assessment Act
and provincial legislation.

These acts 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 so as to reduce fuel usage by large trucks.

Industry
Assistance

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

Producers in the Snack Food Production industry in Canada receive
significant support from the government in the form of tariffs.

Tariffs are taxes on imports that artificially raise the price of these goods in domestic markets, thereby protecting domestic
producers. Potato chips imports to Canada are subject to 6.0% tariffs except in the case of bilateral trade agreements
between the country of origin and Canada. Corn chips imports are subject to 11.0% tariffs. IBISWorld expects industry
assistance to remain high over the five years to 2026 as the government continues to protect industry operators by
stemming import competitiveness.

The industry also receives indirect assistance from the Snack Food Association (SFA). The SFA was founded in 1937 and
represents snack food manufacturers and suppliers throughout the world. The association promotes snack food
consumption through the media and represents the industry among different government bodies. The SFA also provides
technical support to members and educates them on technological advances and consumer trends through seminars.
Similarly, the Canadian Snack Food Association was founded in 1957 and aims to promote snack food producers and
suppliers in Canada.

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

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income ($)

2012 2,993 1,395 117 107 8,052 210 619 378 3,401 28,883
2013 2,894 1,396 158 130 4,868 228 662 223 3,327 29,369
2014 2,939 1,333 184 141 3,670 276 741 178 3,405 29,466
2015 3,102 1,403 203 150 3,532 398 901 202 3,605 30,804
2016 3,720 1,564 203 162 5,511 436 886 280 4,170 30,332
2017 2,886 1,324 235 179 4,317 460 925 216 3,350 30,675
2018 3,785 1,646 245 209 6,391 483 933 340 4,234 30,647
2019 3,894 1,772 251 233 6,838 548 960 350 4,306 30,852
2020 3,919 1,813 270 251 7,009 602 1,016 357 4,333 33,275
2021 3,945 1,813 284 266 7,236 593 1,054 367 4,406 32,048
2022 4,030 1,843 297 279 7,587 608 1,071 383 4,492 32,511
2023 4,082 1,872 309 292 7,923 617 1,082 397 4,547 32,674
2024 4,127 1,887 322 306 8,151 625 1,091 407 4,594 32,771
2025 4,167 1,899 332 317 8,419 632 1,100 419 4,635 32,852
2026 4,207 1,913 342 327 8,587 639 1,108 426 4,676 32,958

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2012 -0.42 0.05 -3.31 20.2 1.52 21.3 16.5 1.25 1.14 1.73
2013 -3.32 0.07 35.0 21.5 -39.6 8.36 7.00 -41.0 -2.16 1.68
2014 1.57 -4.52 16.5 8.46 -24.6 21.1 12.0 -20.3 2.32 0.33
2015 5.51 5.20 10.3 6.38 -3.77 44.1 21.6 13.4 5.89 4.53
2016 19.9 11.5 0.00 8.00 56.0 9.65 -1.72 38.8 15.7 -1.54
2017 -22.4 -15.4 15.8 10.5 -21.7 5.52 4.38 -23.0 -19.7 1.12
2018 31.2 24.3 4.25 16.8 48.0 4.99 0.86 57.6 26.4 -0.10
2019 2.87 7.67 2.44 11.5 6.99 13.4 2.94 2.82 1.69 0.66
2020 0.64 2.27 7.56 7.72 2.50 9.77 5.80 2.11 0.63 7.85
2021 0.67 -0.01 5.18 5.97 3.23 -1.40 3.79 2.74 1.69 -3.69
2022 2.14 1.69 4.57 4.88 4.85 2.52 1.55 4.30 1.95 1.44
2023 1.30 1.56 4.04 4.65 4.42 1.49 1.03 3.78 1.21 0.50
2024 1.09 0.76 4.20 4.79 2.87 1.23 0.88 2.51 1.03 0.29
2025 0.96 0.67 3.10 3.59 3.28 1.10 0.76 2.84 0.90 0.24
2026 0.96 0.74 3.01 3.15 1.99 1.10 0.75 1.76 0.89 0.32

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 46.6 18.2 7.03 372 12.6 68.8 46,982
2013 48.3 19.9 7.88 594 7.72 30.8 45,871
2014 45.4 21.8 9.39 801 6.06 19.9 48,529
2015 45.2 25.0 12.8 878 6.51 17.4 57,163
2016 42.0 21.2 11.7 675 7.53 27.1 50,844
2017 45.9 27.6 15.9 669 7.48 18.4 49,988
2018 43.5 22.0 12.8 592 8.99 26.1 53,215
2019 45.5 22.3 14.1 569 8.98 27.2 51,141
2020 46.3 23.4 15.4 559 9.11 26.0 50,949
2021 45.9 23.9 15.0 545 9.30 25.5 50,705
2022 45.7 23.8 15.1 531 9.50 25.5 50,442
2023 45.9 23.8 15.1 515 9.73 25.6 50,133
2024 45.7 23.8 15.1 506 9.87 25.3 49,957
2025 45.6 23.7 15.2 495 10.1 25.4 49,745
2026 45.5 23.7 15.2 490 10.1 25.1 49,633

Figures are inflation adjusted to 2021



Snack Food Production in Canada June 2021

37 IBISWorld.com

Additional Resources
Additional
Resources

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

Alberta Ministry of Agriculture and Forestry
http://www.agric.gov.ab.ca

Peanut Bureau of Canada
http://www.peanutbureau.ca

Canadian Snack Food Association
http://www.canadiansnack.com

SNAC International
http://www.snacintl.org

Industry Jargon ARTISANAL
Goods that are not made by machines, but rather, involve a high degree of human labour and craftsmanship.
Considered a premium good.

AUTOMATED COATING SYSTEMS
Machinery that applies a liquid or a powder onto the surface of a product of any possible shape to convey new
properties.

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.

HULL REMOVAL
The process of separating seeds and nuts from their outer shell.

NORTH AMERICAN FREE TRADE AGREEMENT (NAFTA)
An agreement that went into effect in 1994 and created a trilateral agreement between Canada, Mexico and the
United States.

NUT BUTTER
A spreadable foodstuff created by crushing nuts such as peanuts or almonds.

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 are often positioned as lower cost alternatives to branded
products.

WHOLESALE BYPASS
Retailers that possess sufficient market power can purchase goods in bulk directly from manufacturers and forego
the additional costs incurred by sourcing goods from wholesalers.

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
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Statistics Canada's implicit GDP price deflator.

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

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

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

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

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

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

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

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



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

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

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

Copyright 2021 IBISWorld Inc.


	 
	 
	Contents

	COVID-19 (Coronavirus) Impact Update
	About IBISWorld


	About This Industry
	Industry Definition
	Major Players
	Main Activities
	The primary activities of this industry are:
	The major products and services in this industry are:

	Supply Chain
	SIMILAR INDUSTRIES
	RELATED INTERNATIONAL INDUSTRIES


	Industry at a Glance
	Executive Summary

	Industry Performance
	Key External Drivers
	Per capita disposable income
	Canadian effective exchange rate index
	Consumer price index for food
	World price of wheat

	Current Performance

	Industry Outlook
	Outlook
	Industry Life Cycle

	Products & Markets
	Supply Chain
	Products & Services
	Demand Determinants
	Major Markets
	International Trade
	Business Locations

	Competitive Landscape
	Market Share Concentration
	Key Success Factors
	Cost Structure Benchmarks
	Basis of Competition
	Barriers to Entry
	Industry Globalization

	Major Companies
	Major Players
	PepsiCo Canada ULC
	Market Share: 47.6%

	Other Companies
	Conagra Brands Inc.
	8th Avenue Food & Provisions Inc.
	Old Dutch Foods Ltd.


	Operating Conditions
	Capital Intensity
	Technology & Systems
	Revenue Volatility
	Regulation & Policy
	Industry Assistance

	Key Statistics
	Industry Data
	Annual Change
	Key Ratios

	Additional Resources
	Additional Resources
	Industry Jargon
	Glossary


