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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Coffee and Tea Production industry in Canada contracted over the five years to 2021, but is
expected to increase in 2021 as the economy begins to recover from the COVID-19 (coronavirus) pandemic. For
more detail, please see the Current Performance chapter.

· Industry revenue is expected to return to growth over the five years to 2026 as the economy continues to recover
from the coronavirus pandemic. For more detail, please see the Industry Outlook chapter.

· Industry profit is projected to decrease due to the industry's more difficult operating conditions due to the
coronavirus pandemic. For more detail, please see the Cost Structure Benchmarks chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This industry primarily roasts and packages imported coffee beans, and blends and packages tea. It may also

produce coffee extracts or concentrates, including instant or freeze-dried varieties. Operators that primarily bottle or
can iced coffee and tea, as well as ready-to-drink tea, are excluded from this industry.

Major Players RBI

Green Mountain

Mother Parkers

Morrison Lamothe Inc.

Main Activities The primary activities of this industry are:

Coffee roasting

Coffee extract production

Coffee flavouring and syrup production

Coffee substitute production

Instant coffee production

Importing tea leaves

Tea leaf oxidation

Blending tea

Packaging tea

The major products and services in this industry are:

Whole bean roasted and ground coffee

Single-cup coffee

Espresso beverages

Instant coffee

Ready-to-drink

Tea
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Supply Chain

SIMILAR INDUSTRIES

Baking Mix & Prepared Food
Manufacturing in Canada

Soda Production in Canada Grocery Wholesaling in Canada Supermarkets & Grocery Stores in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Coffee Production in the US Tea Production in the US Herbal Tea Production RTD Tea Production

Tea, Coffee and Other Food
Manufacturing in Australia

Powdered Beverage
Manufacturing in China

Tea Production in China Tea Processing in the UK

Coffee Processing in the UK Tea, Coffee and Other Food
Manufacturing in New Zealand
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Industry at a Glance
Key Statistics

$2.4bn
Revenue

Annual Growth

2016–2021

-1.7%

Annual Growth

2021–2026

2.6%

Annual Growth

2016–2026

 

$196.4m
Profit

Annual Growth

2016–2021

-6.7%

  Annual Growth

2016–2021

 

8.1%
Profit Margin

Annual Growth

2016–2021

-2.4pp

  Annual Growth

2016–2021

 

428
Businesses

Annual Growth

2016–2021

8.8%

Annual Growth

2021–2026

5.1%

Annual Growth

2016–2026

 

3,967
Employment

Annual Growth

2016–2021

4.7%

Annual Growth

2021–2026

3.1%

Annual Growth

2016–2026

 

$200.7m
Wages

Annual Growth

2016–2021

4.0%

Annual Growth

2021–2026

3.0%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.9%
Demand from supermarkets and
grocery stores

2.5%
World price of coffee

1.8%
Per capita disposable income

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Technology Change
Low   Barriers to Entry

High / Increasing

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Regulation & Policy

Medium / Steady

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Concentration

High

  Industry Globalization
High / Increasing   Competition

High / Increasing

 

Key Trends

 Strong consumer demand for specialty products has
assisted operators from experiencing more robust declines

 Coffee and tea producers rely heavily on global trade to
derive revenue

 The industry's landscape has changed considerably due to
changes in consumer preferences

 Changes in consumer demographics are expected to benefit
the industry

 Consumers are expected to increasingly flock to sustainably
sourced and specialty product lines

 Changes in downstream markets will likely shape the
industry's structure more broadly

 The industry has benefited from more consumers
purchasing specialized blends
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  High Profit vs. Sector Average

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Imports

  High Customer Class Concentration

  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
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Executive Summary Another cup: The industry will likely benefit from more coffee and tea
aficionados

Operators in the Canadian Coffee and Tea Production industry primarily roast and package imported coffee beans,
in addition to blending and packaging tea. Over the five years to 2021, the industry has contracted in terms of
revenue due primarily to fluctuations in the world price of coffee and the COVID-19 (coronavirus) pandemic
negatively affecting operators' supply chains and manufacturing activities. Despite this, the industry has benefited
from more consumers purchasing specialized blends, compared with low-cost tea and coffee products usually sold
in bulk; this has ultimately protected the industry from experiencing a more marked revenue decline. Therefore,
industry revenue is expected to decrease an annualized 1.7% to $2.4 billion over the five years to 2021, including an
increase of 4.7% in 2021 alone.

As more chain retailers and mass merchandisers have inundated the retail sector, coffee and tea producers have
grappled with retailers using their large-scale operations as leverage to secure low-cost prices for industry products,
constraining revenue growth. Further exacerbating this trend, many retailers have filled the market with private label
coffee and tea products while using in-store promotional activity to develop a strong customer base. To this end, the
industry's average profit margin has decreased over the five years to 2021, compounded even further by the
ongoing pandemic. In 2021, industry profit, measured as earnings before interest and taxes, is expected to account
for 8.1% of industry revenue, down from 10.5% in 2016. Moreover, export growth has suffered despite a
depreciating Canadian dollar over the past five years, though imports have marginally increased during the same
period.

Moving forward, industry revenue is forecast to return to growth, rising at an annualized rate of 2.6% to $2.8 billion
over the five years to 2026 as the economy recovers. The industry will likely benefit from more coffee and tea
aficionados, including consumers who are interested in the health benefits of tea and purchase specialty tea infused
with additional fruit flavours, which garner higher price points. Additionally, coffee prices are expected to remain
stagnant, barring any other major events, making it easier for operators to further establish stable retail prices.
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Industry Performance

Key External
Drivers

World price of coffee

The world price of coffee determines the price producers charge their downstream markets. Coffee producers that
experience strong brand loyalty can pass on high input prices to consumers in the form of marked-up coffee prices,
while other operators struggle to remain competitive. The world price of coffee is expected to increase in 2021,
representing a potential opportunity for the industry despite its volatility.

 

Per capita disposable income

As per capita disposable income rises, more consumers will likely purchase high cost specialized coffee and tea
products. For example, more consumers will likely purchase coffee in K-Cup packaging or high-quality tea varieties.
In 2021, per capita disposable income is expected to decrease, posing a potential threat to the industry.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar compared with the
currencies of its major trading partners. When the Canadian dollar appreciates, coffee and tea produced by
domestic manufacturers becomes relatively more expensive for global consumers, hampering international demand
for industry products. In 2021, the CEER index is expected to increase.

 

Demand from supermarkets and grocery stores

Coffee and tea producers rely on favourable supply-side contracts with downstream markets such as supermarkets
and grocery stores. Establishing relationships with these retailers enables coffee and tea producers to gain
competitive advantages such as access to coveted retail shelf space or in-store advertising. As individuals demand
more coffee and tea, demand for these products from supermarkets and grocery stores will likely increase. Demand
from supermarkets and grocery stores is expected to decrease in 2021.
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Current
Performance

Over most of the five years to 2021, the Coffee and Tea Production
industry in Canada has benefited from strong consumer demand for
coffee and tea, with coffee being the most popular hot beverage in
Canada.

Consumer demand for specialty tea has stimulated revenue, as many consumers purchased high-cost black, green
and herbal tea varieties. Over the past five years, the industry has also benefited from relatively stable prices of raw
materials, such as coffee beans and tea leaves, despite the price volatility characterizing the world price of coffee in
particular. However, at the same time, the COVID-19 (coronavirus) pandemic has disrupted global supply chains
and Canadian manufacturing operations, negatively affecting the industry's range of operations as well. As a result,
industry profitability decreased and industry revenue has declined during the latter half of the period, being
compounded further by the still-ongoing pandemic. As a result of these trends, industry revenue is expected to
decrease an annualized 1.7% to $2.4 billion over the five years to 2021, including an increase of 4.7% in 2021 alone
as the economy begins to shift toward recovery. Moreover, industry profit, measured as earnings before interest and
taxes, is anticipated to decrease from 10.5% of revenue in 2016 to 8.1% in 2021.

SPECIALIZED COFFEE AND TEA

Strong consumer demand for specialty coffee and tea products has
assisted industry operators from experiencing more robust revenue
declines over the five years to 2021.

In particular, green, black and white tea varieties have fared well. According to the Tea Association of Canada,
studies indicate that these tea varieties have antioxidant properties that reduce cholesterol and increase
metabolism. Other specialized teas include herbal, herbal rooibos, yerba mate and specialty flavoured teas, which
have been in high demand in the Western Canada market in particular. Specialized coffee products, including coffee
in K-Cup packaging, have also fared well, as evidenced by the exponential growth of many companies that offer this
product, such as the pioneering company behind the invention, Keurig Dr Pepper Inc.

However, the industry has contended with changes in the retail market, a key downstream market for industry
products. For example, many large chains have been increasing their leverage to secure low-cost industry products.
Many retailers have also introduced their own private-label products, which has intensified external competition for
the industry and encroached upon revenue growth. Still, these retailers do not always have their own production
facilities, and some of the industry's companies, such as Club Coffee LP, have capitalized on this trend by offering
contract manufacturing services. Despite this trend, and the industry's short-term difficulties, coffee and tea
manufacturers have managed to benefit from many other downstream markets, such as drug stores, convenience
stores, offices and warehouses, which have provided an additional revenue stream for the industry.
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INTERNATIONAL TRADE

Coffee and tea producers rely heavily on global trade to derive revenue,
partially due to Canada being an integral player in reexporting coffee and
tea products.

However, the value of industry exports is expected to decrease at an annualized rate of 3.6% to $717.5 million over
the five years to 2021, despite coffee and tea producers' success in exporting their value-added coffee products to
the United States, which receives more than 90.0% of industry exports; this has primarily been the result of exports
declining during the middle of the period, in addition to further declines during the latter half of the period due to the
coronavirus pandemic. Additionally, the value of industry imports is anticipated to rise at an annualized rate of 0.9%
to $1.4 billion over the five years to 2021. While the industry relies on global tea leaf and coffee bean producers,
especially producers of green and black tea varieties and Arabica beans, to provide the raw materials necessary to
manufacture industry products, a depreciating loonie has made foreign-produced goods relatively more expensive
and has also offset the threat of import competition as a result.

Over the five years to 2021, the industry's overall landscape has changed considerably as well, due in large part to
changes in consumer preferences and changing preferences of the industry's downstream markets. For example,
some small coffee and tea producers have focused on niche markets to remain competitive or attain market share.
One such example is to provide private-label products to tea houses and coffee shops. With increasingly innovative
avenues of revenue generation, industry entrance has been particularly appealing. Accordingly, the number of
industry operators is expected to rise at an annualized rate of 8.8% to 428 companies over the five years to 2021, as
many niche manufacturers, such as those specializing in organic or fair-trade coffee, have entered the market.
Furthermore, industry employment is anticipated to increase at an annualized rate of 4.7% to 3,967 workers over the
five years to 2021. This increase has been driven by many coffee and tea producers hiring more administrative
employees, particularly to develop branding and strategies related to securing favourable contracts with downstream
markets. Thus, by decreasing the number labourers with automation, the rate of employment growth is much slower
than enterprise formation.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of coffee

(Cents per
pound (lb))

2012 1,586 319 194 191 3,271 615 1,302 174 2,273 149
2013 2,488 561 212 209 4,643 590 1,233 241 3,132 121
2014 2,001 403 235 232 4,063 610 1,272 205 2,663 154
2015 2,321 462 269 265 3,887 771 1,370 196 2,920 127
2016 2,643 490 285 281 3,150 861 1,349 165 3,131 129
2017 3,032 575 320 316 4,123 913 1,300 204 3,419 128
2018 2,784 500 370 366 3,876 722 1,298 199 3,360 113
2019 2,561 503 388 384 3,985 723 1,317 204 3,155 109
2020 2,316 308 397 397 3,814 689 1,331 193 2,958 114
2021 2,425 442 428 428 3,967 718 1,411 201 3,119 110
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Industry Outlook
Outlook The Coffee and Tea Production industry in Canada is expected to return to

growth over the five years to 2026 as the Canadian economy recovers
from the worst effects of the COVID-19 (coronavirus) pandemic.

The industry will likely continue to benefit from consumers opting for tea and coffee as substitutes for sugary soft
drinks. Plus, the observed trend toward product premiumization will likely open more niche markets that are likely to
garner higher profitability and final product prices for industry operators. Although the Canadian effective exchange
rate index, which measures the value of the Canadian dollar compared with Canada's main trading partners, is
projected to rise at an annualized rate of 0.1% over the five years to 2026, this expected appreciation is not
projected to nullify industry export growth. Overall, IBISWorld forecasts industry revenue to increase at an
annualized rate of 2.6% to $2.8 billion over the next five years.

SHIFTING DEMOGRAPHICS

During the outlook period, changes in consumer demographics are
expected to benefit the industry.

For example, spiced teas such as chai have grown in popularity, partly due to changes in consumer demographics.
Furthermore, many coffee producers are expected to expand their product portfolio of coffee flavours to include
various fruit and chocolate combinations in the hopes of attracting an increasingly diverse population. According to
the Tea and Herbal Association of Canada, the food service sector has created an opportunity for the industry due
to its strong demand for hot tea, which will likely continue over the next five years. In response, many coffee and tea
producers will likely attract this downstream market by offering private label products.

In addition, specialized coffee in single-cup formats is expected to continue thriving in populations that prepare their
coffee at home, as time-strapped consumers favour products with short preparation time. Both of these trends will
likely be further aided by increased consumer spending and per capita disposable income levels. Further, consumer
spending is expected to rise at an annualized rate of 2.4% over the five years to 2026, while per capita disposable
income will likely increase an annualized 0.6% during the same period. With additional discretionary income to
spend on premium industry goods, consumers are expected to increasingly flock to sustainably sourced and
specialty product lines, including espresso beverages in addition to herbal and spiced teas.

Moreover, other factors such as input prices, which are anticipated to be less volatile over the next five years, are
expected to have positive effects on industry revenue. For example, the world price of coffee is projected to remain
stagnant over the five years to 2026. Stable coffee bean prices will likely incite many global coffee bean producers
to expand their production and raise product prices, bolstering revenue in turn. This may, however, cut into profit for
smaller players that are unable to pass their higher input prices on to consumers in the form of higher final product
prices, causing the industry's average profit margin, defined as earnings before interest and taxes, to decline,
accounting for an estimated 7.8% of revenue in 2026.

GLOBAL DEMAND AND SPECIALIZATION

Over the five years to 2026, the industry will likely experience increased
global demand for industry products.
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In recent years, Canada has been a large reexporter of coffee and tea, particularly with the production of value-
added coffee and tea products. This trend is expected to continue, with the value of industry exports expected to
increase at an annualized rate of 2.5% to $812.9 million over the five years to 2026. Similarly, the value of imports is
anticipated to increase an annualized 2.7% to $1.6 billion during the same period. Moving forward, the loonie is
expected to appreciate compared with currencies of Canada's key trading partners. Although such appreciation
would traditionally cause industry imports to become less expensive for domestic consumers, industry imports are
projected to account for a fairly steady share of domestic demand over the next five years. This ultimately provides
growth opportunities for Canadian operators, whose products are likely already meeting a higher share of domestic
demand at home, and therefore, holding their own against competition from foreign-produced goods.

Plus, changes in downstream markets will likely shape the industry's structure more broadly. For example, the
inundation of more tea houses is expected to provide opportunities for the industry, such as the opportunity to create
private label brands specifically tailored to tea houses' product portfolios. Further, many downstream markets, such
as supermarkets and grocery stores, will likely allocate more retail shelf space to high-margin coffee products such
as K-Cups. As a result, the number of industry enterprises is expected to rise an annualized 5.1% to 550 companies
over the five years to 2026. Industry employment is also expected to increase during the same period, rising at an
annualized rate of 3.1% to 4,621 workers over the next five years, as increased specialization in niche operations
increases the need for skilled manual labour and more administrative tasks such as marketing and research.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of coffee

 (Cents per
pound (lb))

2021 2,425 442 428 428 3,967 718 1,411 201 3,119 110
2022 2,554 464 460 448 4,157 755 1,487 211 3,285 115
2023 2,633 480 488 476 4,301 778 1,535 218 3,390 119
2024 2,682 488 515 503 4,441 793 1,565 224 3,455 123
2025 2,724 494 540 529 4,537 805 1,591 229 3,511 128
2026 2,754 497 561 550 4,621 813 1,610 233 3,550 132
2027 2,784 502 581 571 4,706 821 1,629 237 3,591 135
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Product segmentation in the industry is clearly defined

The industry’s downstream markets are well-established

Industry products continue to experience innovation even though they are considered a household
good

The Coffee and Tea Production industry in Canada is currently in the mature stage of its economic life cycle. This
stage is characterized by clearly defined downstream markets, in combination with some continued product
innovation regarding the industry's product segments. Furthermore, per capita coffee consumption is stable. Industry
value added (IVA), which measures an industry's contribution to the overall economy, is expected to increase at an
annualized rate of 0.1% over the 10 years to 2026. Comparatively, Canada's GDP is anticipated to rise at an
annualized rate of 2.0% during the same period. Although IVA growth that lags behind that of the overall economy
typically indicates a declining industry, there are other more salient factors that designate the industry as mature;
further, the COVID-19 (coronavirus) pandemic has skewed IVA, but it has not serve as an accurate measure of the
industry's performance over time. Despite the industry's products being regarded as a household good, the
industry's product segments continue to experience some innovation, although not to the extent that one may
observe in a growing industry. While these product categories themselves are fairly stable and unlikely to change
much over the five years to 2026, industry operators are constantly seeking better ways to differentiate their
products from competition. This is driven by the high level of internal competition and is anticipated to continue
following this trend in over the coming years. Additionally, as consumer preferences change, industry operators will
likely be prepared to adjust their products accordingly to adequately satisfy consumer demand, as consumer
demand underpins industry success.

Moreover, per capita coffee consumption is stable, providing a platform upon which the industry may continue its
growth. However, while tea consumption, especially the consumption of specialty teas, is expected to increase over
the 10 years to 2026, this trend is not likely to serve as the primary driver of further growth concerning the industry.
Rather, industry operators in the coffee production segment will likely continue their focus on successful product
differentiation, such as offering sustainable or free-trade coffee and tea products in K-Cup packaging to generate
revenue growth and simultaneously appeal to more environmentally conscious consumers.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Grocery Wholesaling in Canada

2nd Tier

Gas Stations with Convenience Stores in Canada

Convenience Stores in Canada

Full-Service Restaurants in Canada

Supermarkets & Grocery Stores in Canada

Fast Food Restaurants in Canada

Specialty Food Stores In Canada

Coffee & Snack Shops in Canada

Food Service Contractors in Canada

Key Selling Industries
1st Tier

Other Crop Farming In Canada

2nd Tier

Water Supply & Irrigation Systems in Canada

Tractors & Agricultural Machinery Manufacturing in
Canada

Farm, Lawn & Garden Equipment Wholesaling in Canada

Farm Supplies Wholesaling in Canada

Fertilizer Manufacturing in Canada

Pesticide Manufacturing in Canada

Products & Services

  According to the Coffee Association of Canada's (CAC) 2019 Coffee
Consumption Survey (latest data available), 72.0% of Canadians aged
between 18 and 79 drank coffee the day before the survey, and 81.0% of
Canadians drank coffee within the week of the survey.

Moreover, an estimated 86.0% of Canadians reported drinking coffee in the past year. In total, coffee in all its forms
accounts for 60.0% of revenue, while tea comprises 40.0% of revenue in 2021.

WHOLE BEAN ROASTED AND GROUND COFFEE

Ground coffee is manufactured by grinding roasted coffee beans using a
variety of mechanized and manual methods to obtain a finely textured
coffee powder.

Other coffee products include concentrates and extracts in powdered, liquid, frozen or freeze-dried forms, which are
primarily used commercially by the food service and hospitality industries. These forms of coffee can be
manufactured, transported and stored in large quantities, making it ideal for airlines and food service
establishments. In 2021, whole bean roasted and ground coffee is expected to account for 25.5% of revenue. This
segment has increased as a share of revenue over the five years to 2021.

SINGLE-CUP COFFEE

Single-cup coffee is expected to account for 12.5% of industry revenue in
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2021, decreasing as a share of revenue during the period.

As more consumers have rapidly adopted single-cup coffee brewers, including Keurig brewing systems, this has
nevertheless sustained demand for coffee in its easy to make, single cup formats. In fact, according to the CAC's
2018 Coffee Consumption Survey, 46.0% of Canadians aged between 18 and 79 have a single-cup coffee brewer at
home (latest data available). Moreover, the 2019 Coffee Consumption Survey indicates that when it comes to single-
cup coffee system owners, 67.0% of those individuals own a Keurig coffee maker. Over the five years to 2026, this
product segment will likely return to growth due to robust consumer preferences for single-cup coffee. However, the
proliferation of concerns regarding the sustainability of disposable pods has likely explained this segment's decline
over the past five years, and will likely continue to shape consumer choices in some form moving forward, potentially
by constraining this segment from experiencing more profound growth during the outlook period.

ESPRESSO BEVERAGES

Espresso beverages include espressos, lattes, macchiatos and more.

In 2021, espresso beverages are anticipated to account for 12.0% of industry revenue, increasing as a share of
revenue over the past five years. The versatility of espresso coupled with the increasing convenience of espresso
machines makes it a popular choice for many consumers. Plus, espresso beverages are often priced much higher
than traditional drip or filter coffee, and therefore, make up less of the industry's product in terms of volume, yet still
comprise a growing share of revenue. This ultimately makes the espresso segment unique in this regard. The
ubiquity and widespread acceptance of espresso beverages will likely continue to persist over the next five years,
driving this segment's share of revenue upward.

INSTANT COFFEE

Instant coffee is anticipated to account for 7.5% of industry revenue in
2021, falling as a share of revenue over the past five years.

According to the CAC's 2018 Coffee Consumption Survey, 42.0% of Canadians have instant coffee in their homes
(latest data available). Traditionally, instant coffee has appealed to time-strapped consumers due to featuring a low
preparation time. However, many consumers overall also use instant coffee as an alternative to their more traditional
methods of coffee preparation, serving well as a supplement in this regard.

READY-TO-DRINK

The ready-to-drink (RTD) product segment refers to packaged beverages,
such as coffee, that are sold at convenience stores and other retail
establishments in a prepared, usually bottled, form.

These products are ready for immediate consumption, with RTD coffee comprising one of the fastest growing
nonalcoholic beverage categories. However, the ubiquity of RTD coffee brands makes it difficult for any one brand to
stand out in this space, though some companies, such as Starbucks Corporation, have succeeded in differentiating
their RTD beverages from the rest of the competition. In 2021, RTD coffee is projected to account for 2.5% of
industry revenue, growing as a share of revenue during the period.

TEA

Over the past five years, specialty and gourmet tea, particularly in black,
green and herbal tea varieties, has fared particularly well.

Specialty and gourmet tea include imported blends of black and green teas, such as Darjeeling, Assam, Ceylon and
Kenyan varieties, in addition to organic tea. Although regular tea bags dominate specialty tea in terms of pounds of
tea sold, according to the Tea Association of Canada, specialty tea, which also includes loose leaf tea, still
comprises a larger share of total industry revenue because it commands higher price points. Over the next five
years, more consumers are expected to be wary of purchasing ethically sourced tea products, thereby stimulating
demand for organic teas and driving up the price of sustainably sourced tea. In 2021, tea is expected to account for
40.0% of industry revenue. Traditional tea includes tea in tea bag formats, in addition to instant tea and loose-leaf
containers. Over the next five years, the inundation of specialty tea, especially in grocery stores and supermarkets,
will likely constrain demand for traditional tea, but will overall increase this segment's share of revenue.

Demand
Determinants

The Coffee and Tea Production industry in Canada is primarily influenced
by changes in consumer incomes in addition to changes in overall
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beverage consumption habits.

Typically, rising per capita disposable income is likely to lead to a corresponding rise in consumption for the majority
of industry products. As a result, increased coffee and tea consumption is directly linked to a rise in consumers'
discretionary income, especially for industry products that include gourmet, specialty and exotic imported coffee
beans or tea leaves. The recent emergence of cafe culture has also driven demand for coffee, as many individuals
have increasingly used local cafes as a social gathering place. Similarly, specialty tearooms, especially in affluent
metropolitan areas, has stimulated demand for tea consumption.

Consumer lifestyles therefore have a profound effect on determining demand, especially for products that are highly
correlated to sociability, such as coffee and tea products. Nevertheless, this trend further benefits the industry when
consumers purchase prepackaged grounds or purchase coffee from coffee houses that do not include vertically
integrated operations, such as roasting and packaging their own coffee beans.

To retain strong consumer product loyalty, industry operators are adapting their product lines to meet these ever-
changing consumer preferences. This includes offering numerous varieties of teas and coffee flavours, in addition to
garnering public awareness of the relationship between good health and drinking either coffee or tea. Other factors,
such as consumer wariness of purchasing ethically sourced coffee and tea products that are made with inputs that
are sourced from companies that participate in fair trade, have become increasingly popular among consumers.

Overall, while the food service market is crucial to industry success, retailers have increased as a share of revenue
as consumers shift to making their coffee at home. Therefore, the ability of operators to cater to consumer markets
on a more direct basis can also influence demand for industry products. Convenience has been a selling point for
many operators. For example, Keurig Dr Pepper Inc. changed the landscape of consumer demand upon introducing
its single-serving coffee pods in 1998. Since then, demand has been influenced by the convenience of products sold
to consumers.

Major Markets

  FOOD SERVICE ESTABLISHMENTS

In 2021, food service establishments are expected to account for 51.9% of
revenue for the Canadian Coffee and Tea Production industry.

This segment has remained strong as a share of revenue over the five years to 2021, as increases in consumer
spending parallel to growth in per capita disposable income and a decrease in the unemployment rate have
encouraged a greater number of consumers to dine out. However, over the past two years, this segment has
stagnated slightly as a share of industry revenue due to the COVID-19 (coronavirus) pandemic and social distancing
practices used to slow the spread of the virus, which include not dining out amid the closure of nonessential
businesses. However, coffee and tea are frequently part of the typical consumer's everyday routine, as many people
stop at a local cafe or coffee shop to purchase tea or coffee on their way to work or school, thus underpinning this
segment's importance despite its short-term difficulties. Essentially, since food service establishments are generally
small, they do not purchase industry products in bulk as compared with grocery stores and other retailers, and
therefore, these businesses garner higher price points for the delivery of smaller quantities, supporting this
segment's substantial share of industry revenue.

EXPORTS

In 2021, industry exports are expected to account for 29.6% of industry
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revenue, declining as a share of revenue over the past five years.

In particular, Canadian tea and coffee producers derive a significant share of revenue from exporting their products
to the United States, Japan, Australia and the United Kingdom. More specifically, these producers typically reexport
industry products after the coffee beans are already roasted and ground in Canada to create a final product. Over
the five years to 2026, however, exports are anticipated by IBISWorld to account for a stable share of revenue
despite growing global demand for coffee, particularly from the United States, which will likely prompt demand for re-
exported industry products.

GROCERIES AND RETAIL OUTLETS

Groceries and retail outlets sell industry products directly to consumers
for their individual preparation at home.

Over the five years to 2021, the entrance of many US-based mass merchandisers into the Canadian market has
spurred demand for industry products from this market segment. Despite this appeal, this segment has fallen slightly
as a share of industry revenue over the past five years due to exports' increasing prominence as a major market
segment. Nevertheless, club stores, which include warehouse clubs such as Costco Wholesale Corporation, have
appealed to budget-conscious consumers over the five years to 2021, especially as consumers' wallets have
tightened despite the coronavirus pandemic. Typically, consumers purchase tea and coffee products from this
segment in bulk. Due to fewer club stores characterizing the industry's downstream markets, many club stores have
consequently been able to secure low-cost contracts from coffee and tea producers in exchange for their purchasing
these industry products in bulk. Groceries and retailers are expected to account for 15.1% of industry revenue in
2021.

OFFICES AND OTHER

Corporate offices have increasingly supplied their own hot beverage
services as an added perk for their employees.

These companies tend to purchase long-term contracts with value-added services such as restocking, maintenance,
repair and catering options that command higher prices, increasing their share of revenue. Other markets include
drug stores and pharmacies, which have exhibited growing demand for coffee and tea products due to this market
segment providing more one-stop shopping services to consumers. As a result, more drug stores and pharmacies
have expanded their product portfolio of products typically sold at grocery stores and supermarkets including coffee
and tea products. This segment also includes convenience stores sales and sales direct to consumers. In 2021, this
segment is expected to account for 3.5% of industry revenue.
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International Trade Exports in this industry are    High and Decreasing

Imports in this industry are    High and Steady

Imports

The value of imports in the Canadian Coffee and Tea Production industry is forecast to increase, growing at an
annualized rate of 0.9% to $1.4 billion over the five years to 2021. In particular, imported products are often sourced
from the United States, which is Canada's largest trading partner, and accounts for an estimated 49.6% of industry
imports in 2021. This is followed by Switzerland, accounting for 15.6% of imports; Italy, accounting for 6.1% of
imports; and Brazil, accounting for 4.4% of imports. Other major sources of industry imports include Germany;
however, it is important to note that Germany's portion of industry imports is driven by its status as the largest
reexporter of processed coffee beans in the world. Despite not having a single coffee plant, Germany buys raw
coffee beans from coffee growing countries and makes its profit by processing and reexporting the coffee to other
nations, therefore translating to a robust production industry in Germany. Specialty Italian and Swiss coffee
products, such as espresso and various European blends, have augmented imports from these countries, with the
favourable trade conditions set forth by the recently implemented Comprehensive Economic and Trade Agreement
(CETA) between Canada and the European Union likely to bolster this trend moving forward as the global economy
also begins to recover following the COVID-19 (coronavirus) pandemic. In addition to growing industry imports,
albeit marginally, imports' share of domestic demand have also risen during the period, from 43.1% of revenue in
2016 to an expected 45.2% in 2021. Moving forward, imports are expected to rise at an annualized rate of 2.7% to
$1.6 billion over the five years to 2026, likely due to an expected appreciation of the Canadian dollar.

Exports

The value of exports is expected to decrease at an annualized rate of 3.6% to $717.5 million over the five years to
2021. Produced in more than 70 countries worldwide, coffee is one of the world's largest, most frequently traded
commodities. Still, most nations that grow coffee beans and tea leaves rely on more developed economies for
roasting and packaging, although this is not always the case. In terms of the major export markets, the United States
is estimated to account for 94.6% of exports in 2021, followed by the United Kingdom, accounting for 1.6%; Japan,
accounting for 0.7%; and Australia, also accounting for 0.7%. Coffee and tea producers typically derive a significant
share of industry revenue from reexporting industry products after the coffee beans are roasted and ground, or after
the tea leaves have gone through the oxidation and blending process. Additionally, the value of exports is projected
to increase at an annualized rate of 2.5% to $812.9 million over the five years to 2026.
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Business
Locations

  The dispersion of establishments in the Canadian Coffee and Tea Production industry largely follows the location of key input
commodities, while also remaining within serviceable distance to large urban markets. In 2021, Ontario is expected to account for
32.9% of establishments, followed by British Columbia, which is expected to account for 26.4% of industry establishments;
Quebec, accounting for 21.0%; and Alberta, accounting for 10.2%. Additionally, industry operators typically locate near
downstream markets, particularly grocery stores and supermarkets, which are a lucrative major market for the industry. Notably,
Alberta has been a focal point of industry growth, while the number of establishments in Ontario has experienced some decline.
This may be a reflection of the relative market saturation in Ontario and growing demand in Alberta for industry products.

Furthermore, locating near an affluent region may position coffee and tea producers favourably for strong retailer demand for
specialized, high-margin coffee and tea varieties. Since many coffee and tea producers are foreign-owned, many industry
producers have concentrated in areas where they can have a competitive advantage. For example, many tea and coffee
producers locate in areas where they have production flexibility, such as proximity to the US border to tap into consumer demand
from the US market during periods of poor domestic demand or propinquity to downstream markets including tea houses and
restaurants, among other food service markets.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Coffee and Tea Production industry in Canada is characterized by a high level of market share concentration.
For example, the four largest operators are expected to make up nearly 80.0% of industry revenue in 2021, although
this is primarily due to major player Restaurant Brands International Inc., which owns the Tim Hortons franchise.
Overall, smaller operators that service niche and local markets are slowly acquiring market share alongside the
industry's major players, but at a much slower rate compared with these key companies and in a manner unlikely to
encroach upon the major players' market shares. Over the five years to 2026, market share concentration is
expected to increase as key industry players continue to innovate their products, build strong brand loyalty,
implement marketing campaigns, conduct joint ventures with other key players and diversify their product portfolios
with specialized coffee products. Some major players will likely continue to manufacture mid-to-low value, high-
volume branded products, while other players will likely continue to provide high-value products that have shorter
production runs and lower volumes. Additionally, some companies, including major player Keurig Dr Pepper Inc., are
expected to continue to find it profitable to develop a specialized, high-value product portfolio. Nonetheless, the
looming threat of small operators servicing local markets and consumers who are wary of their product sourcing will
likely work to slightly offset the influence of these patterns.

Key Success
Factors

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

Ability to adapt to change:
A key factor to industry success is the ability to anticipate and respond to changes in consumer preferences in a
timely manner.

Ability to pass on cost increases:
The ability of producers to pass on unexpected cost increases down the supply chain is vital to maintaining
profitability.

Product differentiation:
Product differentiation is one of the most important factors for major players to maintain market share and increase
revenue. The primary goal here is to attempt to reduce the directness of competition.

Supply contracts in place for key inputs:
Reliable contracts with overseas suppliers of key raw materials such as coffee beans considerably reduce the
volatility of key input prices for industry players. Guaranteed supplies at fixed prices minimize supply costs and aid
production planning.

Economies of scale and scope:
The scale and breadth of manufacturing facilities largely determine the per unit costs of roasting coffee and
producing tea, and therefore, the profitability of a coffee and tea production company.



Coffee & Tea Production in Canada May 2021

24 IBISWorld.com

Cost Structure
Benchmarks

  Profit

In 2021, industry profit, measured as earnings before interest and
taxes, is expected to comprise 8.1% of revenue, down from 10.5% in
2016. This decline may be attributed to the significant volatility that
characterizes the industry's key input commodity prices, such as coffee
beans, in addition to the COVID-19 (coronavirus) pandemic, which has
negatively affected industry profitability and global economic operating
conditions. Furthermore, industry operators generally have the option of
passing on high raw material prices to consumers in the form of higher
final product prices. While there is a strong level of price-based
competition in the industry that limits the extent to which producers can
do this, industry operators can make up for higher input costs to some
extent by marking up their prices; however, the more difficult economic
operating conditions caused by the coronavirus pandemic have
precluded this to an extent, hurting profitability.

 

  Wages

In 2021, wage costs are expected to account for 8.3% of revenue, up
from 6.2% in 2016. Overall, the industry has moved toward
implementing more administrative employees, which have increased as
a share of industry employees. Administrative employees primarily
include business administrators, managers, engineers and research
scientists, which have grown in significance due to the high level of
competition in the industry. For example, many coffee and tea
producers have turned toward branding and other nonproduction-
related activities to generate steady industry revenue growth. Further
exacerbating this trend, technological innovations have streamlined the
manufacturing line, thus enabling many producers to have a more
specialized workforce.
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  Purchases

Purchase costs are expected to make up the largest share of revenue,
accounting for an estimated 60.7% in 2021, down from 62.2% in 2016.
Coffee and tea producers need to purchase input commodities that are
essential to their range of operations, including coffee beans and tea
leaves, in addition to the development of their final products. Further,
the world price of coffee is expected to decline an annualized 0.6%
over the five years to 2021, causing some raw materials, such as coffee
beans, to account for a smaller share of industry purchases. However,
it is important to note that many large-scale coffee and tea producers
secure favourable contracts with coffee bean or tea leaf harvesters,
lowering purchase costs further for those companies that are able to do
this successfully. Many key operators choose to include coffee
purchasing, roasting, packaging and distributing in their operations, in
addition to tea leaf oxidation and blending, so as to mitigate the
influence of oscillating input prices through vertical integration.

 

  Marketing

Marketing costs are expected to account for 2.4% of industry revenue
in 2021. Despite its relatively small share of revenue, marketing
remains an integral component of the industry since coffee and tea
producers use marketing and advertising strategies to increase their
customer loyalty and simultaneously strengthen their customer base.

 

  Depreciation

Depreciation costs are anticipated to account for 1.9% of industry
revenue in 2021, remaining virtually unchanged during the period.
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  Rent

Rental expenses are projected to account for 4.1% of industry revenue
in 2021. Over the past five years, rental costs have increased as a
share of revenue, accounting for 3.1% in 2016.

 

  Utilities

In 2021, utility expenditures are projected to account for 2.1% of
industry revenue. Over the past five years, utilities have decreased
marginally as a share of industry revenue.

 

  Other Costs

Other costs include overhead expenses, such as logistics related to
distribution, insurance, intellectual property rights and research and
development expenses for new products. Altogether, these costs are
expected to account for 12.4% of industry revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

The Coffee and Tea Production industry in Canada experiences a high
level of competition alongside high barriers to entry.

Overall, coffee and tea producers compete primarily on the basis of price, although price-based competition varies
by individual product segment. For example, while the industry is primarily characterized by many established brand
names, consumers are still sensitive to price points and can therefore switch their preferences toward lower-priced
coffee and tea products if the quality is analogous to what they are already accustomed to. The emerging industry
segment of low-priced, private-label brands has made price-based competition more intense in recent years, as the
industry's consumers have become wary of their discretionary spending over the five years to 2021. Additionally,
grocery stores and other retail outlets have increasingly produced their own generic versions of industry products
that are often priced lower since they are not private label, and therefore, further pressure prices.

The perceived quality of a particular product or brand will likely determine the price consumers are willing to pay for
it, and consequently, forms one of the most important bases of competition in the industry. Brand-loyal customers
are less sensitive to changes in price because of the associated perceptions of quality and will likely continue to
purchase a brand despite price increases. This is particularly relevant in the gourmet coffee and tea segment, in
which consumer choice is primarily based on quality and taste.

Furthermore, the consolidation of major retailers has intensified competition for producers to access retail shelf
space. Accordingly, coffee and tea producers may compete to access large-scale supermarkets and grocery stores,
drug stores, convenience stores, mass merchandisers and warehouses. Brands with the most recognizable
products or packaging placed visibly at strategic locations have the best chances of maximizing sales at the retail
level. As competition intensifies, more producers are making moves to expand their traditional distribution networks
to include convenience stores, drug and discount stores, shopping mall kiosks and other venues with high
pedestrian foot traffic.

Industry operators also compete on their ability to be innovative and differentiate a product or brand from its
competition. Considering the limited opportunities available for growth in this industry, it is vital for manufacturers to
distinguish themselves to protect and maintain their respective market shares. Changing consumer tastes and
dietary trends have further compelled producers to be innovative with their packaging, marketing and labelling
initiatives. For example, this trend is evidenced by the emergence of organic, fair-trade and decaffeinated coffee in
single-serving coffee packs and pods, first introduced by major player Keurig Dr Pepper Inc. in 1998.

EXTERNAL COMPETITION

Many downstream markets, such as retailers, have developed their own
private-label coffee and tea brands, thereby intensifying competition for
tea and coffee producers in this industry.

While some coffee and tea producers have benefited from this trend by producing privately labelled products for
retailers, it has still caused external competition to intensify due to the inundation of low-cost industry products.
Coffee and tea producers also compete with companies that solely produce ready-to-drink tea and coffee in addition
to energy drink producers.

Import penetration, while not substantial at present, poses a looming threat to industry operators. With the expected
appreciation of the Canadian dollar over the five years to 2026, in addition to the proximity of well-known US coffee
roasters and packagers, import competition may be increasingly encouraged over the coming years.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Increasing
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  The biggest threat challenging potential new entrants to
the Canadian Coffee and Tea Production industry is the
extremely well-entrenched position of the industry's major
players. These companies have garnered very high brand
and customer loyalty in addition to brand recognition on a
worldwide scale, and thus, possess considerable
resources to invest in advertising and promotion initiatives
aimed at protecting and growing their respective market
shares.

Major industry players also generally attain favourable
contracts with key suppliers, including global coffee bean
harvesters in Brazil and Colombia. Typically, global coffee
bean and tea leaf harvesters produce the highest quality
coffee beans and tea leaves, which coffee and tea
producers can obtain using their bulk contracts as
leverage to negotiate low prices for input commodities.
Essentially, larger operators have established supply
networks and the resources of a bigger company that can
negotiate more favourable input prices through
economies of scale.

Furthermore, the ability to secure highly coveted grocery
and supermarket shelf space may pose as an issue for
potential industry entrants. For most operators, retail
outlets are the primary market for both custom label and
private label goods. For example, industry player Club
Coffee LP focuses almost entirely on the retail sector and
has grown through contract manufacturing for generic and
private-label coffee and tea products that are sold in
grocery stores and other retail outlets. Another example is
Keurig Dr Pepper Inc., which maintains contracts with
major labels such as Starbucks Corporation to produce
single-serving coffee pods for retail sale.

Similarly, potential entrants may struggle with developing
extensive distribution networks that will set them up for
success in the long run. Key players have developed a
strong consumer base and distribution market due to their
established high-quality products and customer service.
For example, these key operators may ensure timely
delivery to downstream markets such as grocery stores
and drug stores. Although this is not a barrier to entry in
the traditional sense, it serves as a deterrent for potential
industry entrants to join the industry and attain a sizable
market share.

Overall, the industry's major players have very strong
product portfolios with most of the world's best-known
coffee and tea brands. Significant advertising budgets
permit them to aggressively promote their products
through a range of media outlets that are simply
inaccessible or too expensive to new entrants. Incumbent
operators also experience efficiencies created by
economies of scale and scope. Lower per unit costs of
production, coupled with varied product lines and high
levels of investment in technology and equipment, make
internal competition an arduous hurdle for potential
industry entrants.

Still, amid this environment of intense internal
competition, smaller cafes and coffee shops have sprung
up in recent years that produce, roast and package their
own coffee and tea in-house. While these enterprises are
unlikely to gain substantial market share compared with
the industry's well-established major players, industry
entry may prove simpler for small-scale operators such as
these shops that focus exclusively on catering to niche or
local markets.

Barriers to Entry Checklist

Competition High  

Concentration High  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Medium  

Industry Assistance Low  
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Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Coffee and Tea Production industry in Canada is typified by a high level of industry globalization, as most of the
major operators in this industry are foreign owned companies and are often US-based. Moreover, in addition to being
owned by foreign entities, most of the industry's major players also have an extensive presence in foreign markets, which
opens the industry up and effectively expands its metaphorical borders beyond just those of Canada.

The industry relies heavily on high-quality inputs in the form of coffee beans, and these come from a host of different
countries, but especially from countries known for their domestic coffee growing industries. These countries include
Brazil, Colombia, Ethiopia, Indonesia, Mexico, Peru, Uganda and, more recently, China. In particular, some climates are
more conducive toward Arabica coffee bean production, such as those of Africa and Latin America, whereas Robusta
beans are often produced in Asia. Furthermore, the industry relies on India, Sri Lanka, Taiwan, Indonesia, China, Japan
and Brazil, among other countries, to secure its tea leaves. In essence, since the climate in Canada is not suited to coffee
and tea production on an agricultural level, most industry operators primarily prepare and package coffee beans and tea
leaves once they have been harvested and are therefore almost completely reliant on imports to provide the industry with
its raw inputs.
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Major Companies

Major Players Restaurant Brands International Inc.

Market Share: 45.7%

Brand Names Tim Hortons

  Restaurant Brands International Inc. (RBI) is a Canadian multinational fast food company that was first formed in
2014 after the lucrative $12.5 billion merger between Burger King and Tim Hortons Inc. (Tim Hortons). The company
is currently based in Toronto alongside the Tim Hortons headquarters, which are separate from the company's own
headquarters. RBI is majority-owned by 3G Capital, the Brazilian investment company that had previously owned a
majority stake in Burger King. The remainder of the company is publicly traded on both the New York and Toronto
Stock Exchanges, and boasts a system of more than 20,000 restaurants globally. In 2018, RBI reported earning
$5.0 billion in total company-wide revenue (latest data available).

While Burger King sells coffee, the company does not source its coffee from domestic manufacturers. Therefore,
Tim Hortons, known internationally as Tim Hortons Cafe & Bake Shop, is Canada's largest quick-service restaurant
and is considered the primary industry-relevant aspect behind RBI's operations. There are 4,846 Tim Hortons
restaurants in 14 countries worldwide, with more than 80.0% of these located in Canada alone. Tim Hortons sources
its coffee from two coffee roasting facilities, one of which is located in Ontario, making it the primary means through
which RBI participates in the industry.

Financial performance

Although the company was created in 2014, its financial information prior to this point is attributed to Tim Hortons
specifically, as Tim Hortons is the primary industry-relevant segment of RBI's operations. IBISWorld estimates that
RBI's industry-relevant revenue will increase at an annualized rate of 3.3% to $1.1 billion over the five years to 2021.
However, the company's industry-relevant operating profit has not performed as strongly during the same period,
likely due to the merger that created RBI and the associated costs that characterize such an endeavour. Therefore,
RBI's industry-relevant operating profit, measured as earnings before interest and taxes, is forecast to increase an
annualized 2.8% to $249.6 million over the five years to 2021.
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Restaurant Brands International Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 944.8 N/C 217.8 N/C
2017 1,020.9 8.1 275.5 26.5
2018 1,194.7 17.0 255.1 -7.4
2019 1,279.3 7.1 253.7 -0.6
2020 1,145.1 -10.5 172.9 -31.9
2021 1,108.7 -3.2 249.6 44.4

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

Keurig Dr Pepper Inc.

Market Share: 13.0%

Brand Names Keurig Dr Pepper, Keurig Green Mountain,
Keurig

  Keurig Dr Pepper Inc. (Keurig) is a leader in specialty coffee in the United States and Canada. Formerly known as
Keurig Green Mountain Inc. (Keurig Green Mountain), the company employs more than 6,600 people globally and
sells more than 500 beverage varieties through its widely known and recognized Keurig system. As of December
2015, prior to the current period, the company became a wholly owned subsidiary of the privately held Acorn
Holdings BV, which itself is owned by JAB Holding Company. Thus, Keurig's financial information has not been
disclosed after this point. More recently, in January 2018, Keurig Green Mountain announced an impending merger
with the Dr Pepper Snapple Group; the company has since rebranded as Keurig Dr Pepper and is now the third-
largest beverage company in the world.

Keurig's Canadian production and distribution facilities of its Keurig Green Mountain coffee are located in Montreal
after the company closed its Toronto plant in March 2014. The company's coffee portfolio includes single-origin,
free-trade certified, certified organic, flavoured, limited edition and proprietary blends in either K-Cup or Vue
packaging, also referred to as portion packs. Additionally, the company offers whole bean and ground coffee in
various packaging formats including bags, fractional packages and cans. The company has licensing agreements
that enable it to offer brands such as Dunkin' Donuts, Seattle's Best Coffee, Starbucks, the Coffee Bean & Tea Leaf,
Tazo, Eight O'Clock, Tetley, Good Earth and Kirkland Signature, among others, which has bolstered growth in
industry-relevant operations in recent years.

Tea-related revenue is derived from the company's portion packs for hot and iced tea. Keurig caters to Canadian
consumers, the food service sector, offices, supermarkets, department stores, mass merchandisers, club stores,
convenience stores, restaurants and the hospitality sector. The company owns LJVH Holdings Inc., a Canada-based
company that owns Van Houtte Inc. and other brands. As a result of this acquisition, the company has strengthened
its market share.

Financial performance

Keurig's industry-relevant revenue is anticipated to decrease at an annualized rate of 0.1% to $314.5 million over the
five years to 2021, in part due to difficulties sustained by the COVID-19 (coronavirus) pandemic and its effects on
manufacturing operations. In 2014, the company launched its Keurig Hot Beverage system, which combined existing
technologies related to both K-Cup and Vue products to offer a product that ultimately enables its users to access a
larger number of beverages. This move stimulated industry-relevant revenue growth that year and served as a
strong source of growth leading into the current period, despite revenue contracting during the period overall. In
September 2014, Keurig entered a lawsuit with Club Coffee LP (Club Coffee), a Canadian manufacturer of single-
serving beverage pods. Club Coffee claimed that Keurig violated the competition law and Keurig potentially endured
$600.0 million in lawsuit costs. However, lawsuit-related costs are not expected to cut into Keurig's industry-relevant
net income in 2016 due to the company's size and resultant ability to absorb such costs compared with its smaller
competitors. Keurig's industry-relevant operating profit, measured as earnings before interest and taxes, is also
expected to decrease, falling at an annualized rate of 5.4% to $37.2 million over the five years to 2021.
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Keurig Dr Pepper Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 316.1 N/C 49.2 N/C
2017 384.3 21.6 49.7 0.9
2018 352.7 -8.2 42.3 -14.9
2019 339.8 -3.7 48.5 14.7
2020 313.0 -7.9 15.5 -68.0
2021 314.5 0.5 37.2 139.3

Source: Annual Report and IBISWorld
Note: *Estimates

Mother Parkers Tea & Coffee Inc.

Market Share: 9.9%

Brand Names Mother Parkers, Higgins & Burke,
Martinson, Brown Gold

  Mother Parkers Tea & Coffee Inc. (Mother Parkers) is a family-owned and operated Canadian company providing
both branded and private label coffee and tea in Canada, in addition to the United States. The company was
founded in 1912 as a grocery distributor in Toronto and northern Ontario. By the 1930s, Mother Parkers began
packing its own tea and roasting coffee under the Mother Parkers brand name, and in the 1950s, the company also
began producing private-label coffee and teas as well. Currently, the company is a respected North American coffee
and tea producer with three facilities in Ontario, through which Mother Parkers participates in the Canadian Coffee
and Tea Production industry, and another facility in Fort Worth, TX, which is outside the scope of its domestic
operations.

The company produces notable brands such as Brown Gold, Higgins & Burke, Martinson and Mother Parkers.
Additionally, the company produces private-label tea, ground coffee and instant coffee. Mother Parkers then
distributes its goods to a variety of retailers such as restaurants, standalone coffee houses and coffee services for
offices, lodging services, catering services and convenience stores. To remain competitive in the industry, the
company began manufacturing its products in RealCup single-serve capsules in 2012, followed by the EcoCup
recyclable version in 2014.

Financial performance

As a private company, Mother Parkers does not disclose its financial information. However, IBISWorld estimates that
the company's industry-relevant revenue will increase at an annualized rate of 0.2% to $239.4 million over the five
years to 2021. The company's industry-relevant operating profit, measured as earnings before interest and taxes,
however, is forecast to decrease, falling an annualized 5.0% to $19.3 million during the same period. The company's
operating profit fell 71.2% in 2020 likely as a result of the coronavirus pandemic. Nevertheless, Mother Parkers
benefits from name-brand recognition in Canada, which enables the company to secure and maintain favourable
contracts with downstream food service and beverage retailers. Importantly, its status as the long-time coffee
supplier for all McDonald's Corporation locations in Canada has bolstered its domestic operations, and by extension,
its revenue growth. Essentially, while many of the major players in this industry focus on consumer markets, Mother
Parkers has thrived by focusing on supply chains.

 
Mother Parkers Tea & Coffee Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 237.3 N/C 25.0 N/C
2017 279.1 17.6 28.7 14.9
2018 260.8 -6.5 23.3 -19.0
2019 244.0 -6.5 24.2 4.2
2020 222.2 -8.9 7.0 -71.2
2021 239.4 7.7 19.3 176.5

Source: IBISWorld
Note: *Estimates
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Morrison Lamothe Inc.

Market Share: 9.5%

Brand Names Club Coffee

  Morrison Lamothe Inc. (Morrison Lamothe) is a private Canadian company that operates through two primary
segments within the food and beverage sector, which include frozen foods and coffee, the latter of which is relevant
to the industry. The company specifically operates in the industry through its subsidiary, Club Coffee LP (Club
Coffee), a privately held company that Morrison Lamothe acquired from Nestle SA in 2007. Club Coffee can trace its
roots back to 1906 and is currently headquartered in Ontario where it also operates its production facilities. Club
Coffee primarily focuses on the sale of nearly 500 custom label products and more than 200 Club Coffee branded
products to various retail outlets and food service establishments, with a focus on the sustainability of its product
repertoire. To this end, Club Coffee's production facilities have earned the Global Food Safety Institute quality
certification and also meet the requirements for organic, Rainforest Alliance, Fair Trade and Kosher certifications to
cater to the company's markets across North America.

The company has expanded its presence across North America, principally through its contract manufacturing
initiatives for private label and branded customers. In this vein, Club Coffee offers vacuum pack tins, quad or fin seal
tin tie gusseted valve bags in varying sizes, cans, portion packs, urn packs, in-room options, valve bags and single-
serve coffee pods, in addition to individually wrapped, boxed and display shippers in either the whole bean or
ground coffee form and in the regular, decaffeinated and flavoured varieties. While the company primarily produces
coffee and related coffee products, it also makes hot chocolate and tea products.

Financial performance

While the company is private, and therefore, does not disclose its financial information, IBISWorld estimates that
Morrison Lamothe's industry-relevant revenue is expected to display marginal growth, increasing an annualized
0.2% to $231.5 million over the five years to 2021. The company's industry-relevant operating profit, measured as
earnings before interest and taxes, is anticipated to decline 5.0% to $18.7 million during the same period. The
company's established contracts are likely to buoy its industry-relevant operations moving forward amid a climate of
general economic recovery following the eventual conclusion of the coronavirus pandemic.

 
Morrison Lamothe Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 229.4 N/C 24.2 N/C
2017 269.9 17.6 27.8 14.9
2018 252.2 -6.5 22.5 -19.0
2019 235.9 -6.5 23.4 4.2
2020 214.8 -8.9 6.8 -71.2
2021 231.5 7.7 18.7 176.5

Source: IBISWorld
Note: *Estimates
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Coffee and Tea Production industry in Canada
experiences a moderate to high level of capital intensity. In
2021, for every $1.00 spent on labour, the industry incurs
an estimated $0.23 in capital expenditures. This represents
a decline in capital intensity over the five years to 2021,
which may be explained due to many producers
purchasing software and equipment that streamlines the
manufacturing process, eliminating the need for more
costly capital investments. For example, some companies
may invest in information technologies and systems that
enhance their production efficiencies for coffee processing
plants or operations related to blending teas.
Comparatively, the industry has moved away from its high
reliance on production employees as a share of total
employees, and instead moved toward employees in more
administrative roles. As a result, the industry has become
more specialized, as a larger share of the total workforce
has increasingly been allocated toward branding,
marketing and researching new 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.

Very High Innovation
Concentration

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

Very Low Ease of Entry Very
Unlikely

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

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.

Very Low Market
Concentration

Very
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.

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

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 Canadian Coffee and Tea Production industry do not endure
significant disruptions to their range of daily operations caused by
technological advances in competing industries.

Although many of the industry's downstream markets, such as storefront retailers, have also developed their own private-
label coffee and tea brands and has caused external competition for this industry to rise as a result, these developments
are not necessarily reflective of technological advancements as much since they are reflective of retailers' decisions to
vertically integrate their operations. This vertical integration benefits these retailers in the long run because it serves to
increase brand recognition for their respective companies, though this occurs to the simultaneous detriment of industry
operators. However, it is nevertheless important to note that technological advancements in competing industries over the
five years to 2026 are liable to disrupt the industry at any time, despite the industry not experiencing this particular issue at
present.

The level of technology change is    Low

  Generally, most production processes in the Canadian Coffee and Tea
Production industry do not rapidly change.
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However, coffee and tea consumption patterns change quickly according to consumer preference. Therefore, while the
actual process of coffee and tea production remains relatively unchanged, packaging is a dynamic landscape shaped by
consumer trends. For example, the popularity of individual or single-cup coffee and tea servings for Keurig and Nespresso
machines has driven shifts in packaging, but has not worked to undermine the established production processes that have
historically governed industry operations.

Coffee production

Coffee processing is the means of converting the cherry of the coffee plant
into the finished commodity derived from green coffee beans.

The two main methods of processing are dry, or natural processing; and wet, or ferment-and-wash or machine-assisted,
processing. The method of processing determines the flavour and richness of the final product.

The dry process, also called unwashed or natural coffee, is the oldest method of processing. In this method, the cherry is
harvested, cleaned and then placed in the sun to dry for the purpose of separating the unripe, overripe or damaged
cherries. Impurities such as dirt, soil, twigs and leaves are removed during this stage.

Drying involves spreading the harvested cherries, which are then sporadically raked or turned by hand. The cherry drying
process can take up to four weeks to achieve the cherries' optimal moisture content. On larger plantations, machine drying
is often used to speed up the process after the coffee has been predried in the sun for a few days. The dried cherries are
subsequently transported to a mill where they are hulled, sorted, graded and bagged using a hulling machine. Dry method
processing is implemented by most industry operators in producing Arabica coffee and is used for nearly all Robusta
coffee. Dry processing generally occurs in countries that grow coffee beans firsthand such as Brazil, Ethiopia, Colombia
and India.

Coffee processing and other manufacturing processes

The wet process involves removing the fruit covering of the coffee bean prior
to drying and is sometimes called washed coffee.

This method requires the use of specific equipment and substantial water, making it a more feasible method of production
in large coffee plantations. Once the beans are picked, they are sorted by immersion in water during which the bad or
unripe beans float to the surface and the optimally ripe beans sink to the bottom. The skin of the cherry and some pulp is
then removed, typically by a pulping machine or a pestle and mortar, depending on the size and scale of production. The
remaining pulp is removed either by the ferment-and-wash method or a newer procedure called the machine-assisted
processing method.

The roasting process is primarily responsible for the characteristic flavour of coffee. It causes the beans to expand and
change colour, taste, smell and density. As roasted beans tend to spoil faster, the process is usually carried out close to the
final consumption location so as to maximize the coffee's shelf life. Therefore, domestic operators are principally concerned
with roasting operations rather than the agricultural aspect of growing coffee. The vast majority of coffee is roasted
commercially on a large scale. However, some small-scale and niche producers may prefer to roast it themselves to have
more control over the freshness and flavour of the beans. For example, individual coffee shops in Canada may roast and
package their own coffee beans to produce their own unique flavour to offset competition coming from more established
brands, catering to niche and local markets as a result; for more information, refer to IBISWorld report 72221bCA.

Whole coffee beans are sometimes ground to facilitate the brewing process, which is also known as milling. The fineness of
the grind strongly affects the taste and flavour of the final product, which makes assessing quality more difficult. Consumers
are wary of coffee bean producers' use of low-quality beans in ground coffee, which has led to considerable market
resistance from consumers.

Tea production

The tea production process may involve withering, which is a procedure that
enables tea leaves to undergo both physical and chemical changes.

For example, tea flushes are spread thinly on mats, or in thick layers in troughs, for eight to 18 hours. Other tea production
processes include rolling, which involves macerating the tea leaf so that the enzymes and their substrates are mixed. This
process may involve the use of a roller, such as a rotor vane, or other machines that offer crushing, tearing and curling
features. The fermentation process enables the oxidation of the tea leaves by spreading out the leaves macerated by the
rolling process. Then, the tea leaves are dried and sorted according to tea grade.

Still, most domestic industry operators are concerned primarily with packaging and flavouring. Therefore, while some
producers may roll, flush, wither and ferment their tea leaves, most are chiefly focused on the ancillary processes
comprising this particular industry.
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Revenue
Volatility

The level of volatility is    Medium

  The Coffee and Tea Production industry in Canada experiences a moderate to
high level of revenue volatility.

This trend can largely be attributed to fluctuations in the cost of raw materials, such as coffee beans and tea leaves, which
typically reflect unfavourable harvest yields or macroeconomic conditions such as the COVID-19 (coronavirus) pandemic.
Nonetheless, while energy and oil prices in addition to weather conditions and exchange rates play integral roles in
determining industry revenue volatility, this industry does not experience the higher volatility levels that characterize the
revenues of those particular upstream industries, such as the Oil Drilling and Gas Extraction industry in Canada (IBISWorld
report 21111CA).

Instead, revenue fluctuations tend to be more moderate in nature. However, events such as movements in the world price
of coffee indelibly shape industry revenue and profitability patterns. Over the five years to 2021, industry revenue has
ultimately fluctuated an average of 8.0% year-over-year, resulting in a medium degree of revenue volatility. The lowest year
of revenue growth occurred in 2020, where revenue declined an estimated 9.6% as a result of the pandemic; conversely,
the highest year of revenue growth for the industry occurred in 2017, when industry revenue rose 14.7%.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

FOOD AND DRUG REGULATIONS

Health Canada, the country's national public health department, mandates
regulations for the Coffee and Tea Production industry in Canada.

Coffee and tea are considered food products, subjecting coffee and tea producers to regulation from the Canadian Food
Inspection Agency. For example, Health Canada establishes standards related to ensuring the safety and nutritional quality
of all foods sold in Canada. In particular, the Food and Drug Act regulates the concentration of water-soluble extractives in
tea. Additionally, for tea to be labelled as decaffeinated, the tea cannot contain more than 0.4% caffeine. Other regulations
pertaining to coffee producers specifically require all coffee products for green coffee, raw coffee and unroasted coffee to
be sourced from certain coffee bean seeds. This includes coffee Arabica L., C. liberica Hiern or C. robusta strains, thereby
limiting the consumption of experimental or unorthodox coffee beans. The Food and Drugs Act also includes regulations
pertaining to packaging and nutrition labelling, including labelling or advertising that states, suggests or implies a
relationship between consumption of a food product or ingredient and the consumer's health.

ENVIRONMENTAL REGULATIONS

The Pest Control Products Act is twofold in that it establishes which pesticide
sprays can be used in addition to how they can be used.
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Regulators may check pesticide residue levels in coffee and tea products to ensure that they are within regulation levels.
Furthermore, as consumers have become increasingly environmentally conscious, many tea and coffee producers have
aimed to lower their use of product packaging in the manufacturing process.

Still, these environmental regulations should be understood with the caveat that most Canadian coffee and tea producers
do not actually grow their coffee and tea domestically. Rather, industry operators are primarily concerned with roasting and
packaging imported coffee and tea products. Therefore, their environmental regulations are largely analogous to
environmental restrictions affecting the manufacturing sector in totality.

Industry
Assistance

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

While the Canadian Coffee and Tea Production industry does not receive any
form of governmental assistance, coffee and tea producers can benefit from
joining trade associations.

For example, coffee producers can join the Coffee Association of Canada, which advocates for issues related to the
industry. Other associations, including the Tea Association of Canada, provide industry news in addition to promote tea
consumption to Canadians. Ultimately, these organizations advocate on behalf of industry operators while providing
essential educational and business resources to the public.

Moreover, the International Coffee Organization (ICO) is an intergovernmental body formed in 1963 under the auspices of
the United Nations due to the great economic importance of coffee. Headquartered in London, its 51 members include 44
coffee exporting and six importing countries, the latter of which includes all countries in the European Union. The ICO has
administered six International Coffee Agreements to facilitate international trade through increased transparency. Industry
assistance is also provided by the International Tea Committee (ITC), a nonprofit organization founded in 1933 by the
representatives of the tea growers of India, Ceylon or Sri Lanka and Indonesia. The ITC aims to produce timely and
accurate tea statistics for the purpose of supporting the overall success of the world tea industry. The ITC's data includes
coverage of key economic indicators such as acreage, production, consumption, exports and imports. It also provides
access to global research publications.
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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)

World price
of coffee

(Cents per
pound (lb))

2012 1,586 319 194 191 3,271 615 1,302 174 2,273 149
2013 2,488 561 212 209 4,643 590 1,233 241 3,132 121
2014 2,001 403 235 232 4,063 610 1,272 205 2,663 154
2015 2,321 462 269 265 3,887 771 1,370 196 2,920 127
2016 2,643 490 285 281 3,150 861 1,349 165 3,131 129
2017 3,032 575 320 316 4,123 913 1,300 204 3,419 128
2018 2,784 500 370 366 3,876 722 1,298 199 3,360 113
2019 2,561 503 388 384 3,985 723 1,317 204 3,155 109
2020 2,316 308 397 397 3,814 689 1,331 193 2,958 114
2021 2,425 442 428 428 3,967 718 1,411 201 3,119 110
2022 2,554 464 460 448 4,157 755 1,487 211 3,285 115
2023 2,633 480 488 476 4,301 778 1,535 218 3,390 119
2024 2,682 488 515 503 4,441 793 1,565 224 3,455 123
2025 2,724 494 540 529 4,537 805 1,591 229 3,511 128
2026 2,754 497 561 550 4,621 813 1,610 233 3,550 132

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World price

of coffee (%)
2012 -4.27 -3.28 2.10 2.13 -4.31 0.06 7.47 -5.70 0.87 -23.4
2013 56.9 76.1 9.27 9.42 41.9 -4.07 -5.25 38.4 37.8 -19.0
2014 -19.6 -28.2 10.8 11.0 -12.5 3.44 3.13 -14.9 -15.0 27.7
2015 16.0 14.6 14.5 14.2 -4.34 26.5 7.72 -4.35 9.66 -17.4
2016 13.9 6.08 5.94 6.03 -19.0 11.7 -1.57 -16.0 7.20 1.61
2017 14.7 17.4 12.3 12.5 30.9 5.97 -3.63 23.9 9.21 -0.89
2018 -8.17 -13.2 15.6 15.8 -6.00 -21.0 -0.16 -2.50 -1.71 -12.0
2019 -8.02 0.76 4.86 4.91 2.81 0.20 1.45 2.36 -6.12 -3.64
2020 -9.58 -38.8 2.31 3.38 -4.30 -4.76 1.05 -5.36 -6.24 4.85
2021 4.72 43.3 7.80 7.80 4.01 4.16 6.01 4.15 5.44 -3.31
2022 5.29 5.11 7.47 4.67 4.78 5.26 5.37 4.93 5.34 3.96
2023 3.12 3.27 6.08 6.25 3.46 3.05 3.25 3.37 3.20 3.85
2024 1.86 1.81 5.53 5.67 3.25 1.81 1.96 2.98 1.92 3.38
2025 1.56 1.10 4.85 5.16 2.16 1.52 1.66 2.00 1.62 3.72
2026 1.06 0.62 3.88 3.96 1.85 1.03 1.16 1.70 1.12 3.65

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 20.1 57.3 38.8 485 11.0 16.9 53,164
2013 22.6 39.4 23.7 536 9.67 21.9 51,820
2014 20.1 47.8 30.5 492 10.2 17.3 50,406
2015 19.9 46.9 33.2 597 8.44 14.4 50,399
2016 18.5 43.1 32.6 839 6.23 11.1 52,254
2017 19.0 38.0 30.1 735 6.73 12.9 49,479
2018 17.9 38.6 25.9 718 7.14 10.5 51,316
2019 19.7 41.7 28.2 643 7.95 10.3 51,092
2020 13.3 45.0 29.7 607 8.32 9.61 50,524
2021 18.2 45.2 29.6 611 8.28 9.27 50,592
2022 18.2 45.3 29.6 614 8.25 9.04 50,662
2023 18.2 45.3 29.6 612 8.27 8.81 50,616
2024 18.2 45.3 29.5 604 8.36 8.62 50,484
2025 18.1 45.3 29.5 600 8.39 8.40 50,408
2026 18.0 45.3 29.5 596 8.45 8.24 50,335

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Tea & Herbal Association of Canada
http://www.tea.ca

Coffee Association of Canada
http://www.coffeeassoc.com

Green Coffee Association
http://www.greencoffeeassociation.org

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

Industry Jargon ARABICA
A premium variety of coffee bean native to Africa, with which most premium coffee products are made.

GREEN COFFEE
The natural coffee beans extracted from the fruits after harvesting.

GROUND COFFEE
Roasted coffee reduced to small or very small particles, depending on the end product it is being used for.

ORGANIC
A product made from mineral and plant ingredients rather than derived chemical compounds.

OXIDATION
A state in which tea leaves undergo a change in molecular structure.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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