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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 Syrup and Flavouring Production industry in Canada is expected to decrease in 2020, primarily
due to the COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· Profit for industry operators is expected to decrease in 2020 as a result of the coronavirus pandemic. For more
detail, please see the Cost Structure Benchmarks chapter.

· Demand for the industry's products is expected to decrease as a result of the adverse macroeconomic effects due
to the coronavirus pandemic. For more detail, please see the Products and Services chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Syrup and Flavouring Production industry in Canada primarily manufactures drink concentrates, flavouring

syrup and related products for beverage manufacturers, soft drink production or soda fountain use. Establishments
primarily producing maple syrup, chocolate syrup, flavouring extracts, powdered drink mixes or soft drinks are
excluded from the industry.

Major Players The Coca-Cola Company

Kerry Group PLC

Main Activities The primary activities of this industry are:

Beverage base production

Beverage concentrate production

Flavouring production

Fruit syrup production

The major products and services in this industry are:

Liquid beverage bases

Fountain soft drink beverage bases

Flavouring syrups for desserts and home beverage use

Flavouring syrups made from fruit

Other flavouring agents
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Supply Chain

SIMILAR INDUSTRIES

Agriculture, Forestry, Fishing and
Hunting In Canada

Chocolate Production in Canada Canned Fruit & Vegetable
Processing in Canada

Coffee & Tea Production in Canada

Seasoning, Sauce and Condiment
Production in Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Global Soft Drink & Bottled Water
Manufacturing

Syrup & Flavoring Production in
the US

Tea, Coffee and Other Food
Manufacturing in Australia

Soft Drink Manufacturing in
Australia

Soft Drink Production in the UK Tea, Coffee and Other Food
Manufacturing in New Zealand

Soft Drink, Juice and Bottled
Water Manufacturing in New
Zealand

Soft Drink & Bottled Water
Production in Ireland
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Industry at a Glance
Key Statistics

$225.5m
Revenue

Annual Growth

2015–2020

-0.2%

Annual Growth

2020–2025

0.3%

Annual Growth

2015–2025

 

$13.8m
Profit

Annual Growth

2015–2020

-17.7%

  Annual Growth

2015–2020

 

6.1%
Profit Margin

Annual Growth

2015–2020

-9.9pp

  Annual Growth

2015–2020

 

53
Businesses

Annual Growth

2015–2020

7.5%

Annual Growth

2020–2025

4.2%

Annual Growth

2015–2025

 

543
Employment

Annual Growth

2015–2020

2.8%

Annual Growth

2020–2025

1.5%

Annual Growth

2015–2025

 

$31.0m
Wages

Annual Growth

2015–2020

0.8%

Annual Growth

2020–2025

1.3%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-0.5%
World price of sugar

-0.4%
Canadian effective exchange rate
index

0.8pp
Adult obesity rate

-5.2%
Per capita soft drink consumption

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Barriers to Entry

High / Steady

MIXED IMPACT

  Life Cycle
Mature   Concentration

Medium

  Regulation & Policy
Medium / Steady   Technology Change

Medium

  Competition
Medium / Steady

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Assistance

Low / Steady

  Industry Globalization
High / Increasing

 

Key Trends

 Demand for products without significant caloric effect has
increased in recent years

 The industry has endured significant competition from import
penetration

 The profitability of the industry has been decreasing

 Demand for alternatives to soda is anticipated to increase

 Demand for soda fountain products will continue to dip

 Larger operators are expected to engage in higher merger
and acquisition activity

 Exports have decreased, primarily as exports from the
United States, the industry's largest export market, have
declined
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Volatility

  Medium Imports

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2015-2020)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  World price of sugar
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Executive Summary Sweet and sour: Healthy eating trends are expected to pressure industry
profitability

The Syrup and Flavouring Production industry in Canada manufactures beverage bases, such as concentrates and
fountain syrups, and other flavouring syrups. Most industry products are used in the downstream manufacturing of
finished beverages. Consequently, the Soda Production industry in Canada (IBISWorld report 31211aCA) is a major
buyer of industry products. Demand from downstream manufacturers has declined in recent years, as many food
and beverage producers have consolidated and begun producing syrups and flavourings in-house. Consequently,
IBISWorld expects industry revenue to decrease at an annualized rate of 0.2% to $225.5 million over the five years
to 2020, including a decrease of 3.2% in 2020 alone. The decrease in 2020 can be mainly attributed to the ongoing
COVID-19 (coronavirus) pandemic and the resulting decreases in consumer spending and export values. Since the
industry's products are considered discretionary products, demand is highly susceptible to macroeconomic
conditions, such as the coronavirus pandemic. These decreases in economic drivers may cause consumers to be
more reluctant to purchase products from the industry's major markets.

Canadian-made syrups and flavourings sold in export markets are estimated to generate 38.7% of industry revenue
in 2020, down from 67.2% in 2015. Over the five years to 2020, exports have endured a decrease, primarily as
exports from the United States, the industry's largest export market, have declined at an annualized rate of 6.5%.
Exports to the United States have consistently generated more than three-fourths the industry's total export revenue,
while demand from other countries has been volatile. As a result, due to the decrease in exports, the industry's profit
margin is expected to fall over the five years to 2020.

Industry performance relies heavily on downstream demand, particularly from food and beverage producers. Syrup
and flavouring producers will be challenged by healthy eating trends that are decreasing consumer demand for
sugary foods and beverages, which is expected to pressure profit as well. This changing market is expected to
challenge many traditional industry products, but also boost demand for innovative new flavours and products, which
could provide key opportunities for industry players in niche areas. As a result, revenue for the Syrup and Flavouring
Production industry in Canada is expected to increase at an annualized rate of 0.3% to $229.3 million over the five
years to 2025.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar against the value of
the country's major trading partners. Exports account for more than three-fourths of industry revenue, so a change in
the CEER index will have a significant influence on the industry. IBISWorld expects the CEER index to decrease in
2020, representing a potential opportunity for the industry.

 

Per capita soft drink consumption

Per capita soft drink consumption has a significant effect on the industry because soft drink producers are major
buyers of industry products. When demand for soft drinks is high, soft drink producers purchase more syrups and
flavourings, raising industry revenue. Per capita soft drink consumption in Canada is expected to decrease in 2020,
posing a potential threat to the industry.

 

World price of sugar

Many industry products use sugar as a major input for industry goods. When the price of sugar increases, syrup and
flavouring manufacturers will either pass on the higher costs in the form of higher prices or absorb the costs
themselves. The world price of sugar is expected to decrease in 2020.

 

Adult obesity rate

The adult obesity rate measures the percentage of the adult population that self-reports as overweight or obese. The
obesity rate can be used as a proxy for tracking the general health of the population. With an increasing obesity rate,
Canadians are likely to focus more on health consciousness, and consumption of products made from the industry's
sugary and corn-sweetened concentrates will likely decrease. The Canadian adult obesity rate is expected to rise in
2020.
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Current
Performance

Over the five years to 2020, decreasing demand from beverage producers
for syrup, due to the decreasing popularity of soda, has challenged the
Syrup and Flavouring Production industry in Canada.

Industry companies produce flavouring syrups and beverage base concentrates, which are generally component
products used by individuals or third-party manufacturers. Therefore, demand for industry products is inexorably
linked to demand for these downstream goods. Industry products that are not sold to third-party manufacturers and
fountain drink resellers include syrups used for flavouring drinks at home (e.g. pump syrups used to flavour coffee
and Italian sodas) or for topping ice cream and other desserts. These products sold directly to consumers are largely
discretionary goods. Therefore, demand for these products increases as disposable income levels increase.
Increased per capita disposable income has boosted consumer spending on discretionary goods, including soda
and other soft drinks, over the past five years. However, industry revenue is still expected to decrease an annualized
0.2% to $225.5 million over the five years to 2020, including a decline of 3.2% in 2020 alone. This decrease in 2020
is mainly a result of the ongoing COVID-19 (coronavirus) pandemic, which has caused a decrease in the total export
values and consumer spending levels.

SHIFTING DEMAND

The industry has encountered the challenge of rising health
consciousness among consumers.

Demand for industry products has taken a hit as demand for goods made from industry products has decreased.
Both obesity and total health expenditure have been on the rise in Canada, spurring lifestyle shifts, such as lower fat
and caloric intake. As a result, per capita soft drink consumption has decreased an annualized 4.3% over the five
years to 2020, while the adult obesity rate has increased an annualized 0.6%.

However, demand for products without significant caloric effect has increased in recent years, while demand for
artificial sweeteners, such as aspartame and sucralose, has decreased due to their unhealthy image. This has
provided an opportunity for industry operators to reformulate products to cater to this market. Furthermore, this
perception is largely in line with consumer tastes trending more toward natural products. Industry operators
attempting to combat this trend have had some success with investments in research and development aimed at
producing syrups and concentrates that include organic ingredients, which appeal to health-conscious consumers.

INTERNATIONAL TRADE

The industry has endured significant competition from import penetration.

In 2015, imports satisfied only 14.9% of domestic demand. However, currently, imports satisfy 17.2% of domestic
demand. As demand for industry products falls, they are increasingly susceptible to substitution with less expensive
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products made abroad in countries with lower labour costs. Consolidation among customers in food and beverage
production has also resulted in lower overall domestic demand for industry products. These downstream producers
have taken advantage of the cost savings of consolidation to expand their in-house syrup and flavouring production
capabilities. For example, in the downstream Soda Production industry in Canada (IBISWorld report 31211aCA),
major companies have been consolidating with downstream bottlers and developing in-house syrup and flavouring
production capabilities, shifting this activity out of the Syrup and Flavouring Production industry in Canada. Due to
these trends, imports are expected to rise an annualized 16.9% to $28.6 million over the five years to 2020.

Although the industry is officially assisted by the Canadian government, which imposes tariffs, these tariffs do little to
stop the flow of imports. This is because more than 64.0% of imports come from the United States, which has a free
trade agreement with Canada and is exempt from most tariffs. However, trade with the United States has also been
beneficial to industry operators. US consumers share similar tastes with Canadian consumers, which has enabled
industry operators to generate an increasing share of revenue from sales to the United States.

Conversely, exports have decreased as a share of revenue. Industry exports are expected to decrease an
annualized 10.7% to $87.3 million over the five years to 2020. This decrease may be attributed to the increased
import concentration levels from countries with lower labour costs, in addition to the manufacturing delays caused by
the coronavirus pandemic. Exports are expected to account for 38.7% of industry revenue in 2020, down from
67.2% of revenue in 2015.

PROFIT

Due to the challenged market, the profitability of the industry has been
decreasing.

Although new technologies have boosted worker productivity, they have also diminished energy requirements and
product waste. However, industry profit, measured as earnings before interest and taxes, is expected to decrease
from 16.0% of revenue in 2015 to 6.1% in 2020. This decrease in profit can be partially attributed to the decrease in
per capita soft drink consumption and the coronavirus pandemic. The coronavirus pandemic has caused many
manufacturing facilities to shut down or reduce their operations, causing a decrease in the number of products
produced. However, despite the unusual increase in profit in 2015, profit has been on a steady rise over the majority
of the five years to 2020. Many syrup and flavouring producers have established supply contracts with major food
and beverage producers whose customers pay a high margin for brand-name finished products that offer consistent
flavour and quality.

Furthermore, due to the increased demand for healthier varieties of products, the total number of industry
enterprises is expected to rise an annualized 7.5% to 53 companies over the five years to 2020. Moreover,
IBISWorld expects the industry to operate only 54 establishments in 2020, reflecting the fact that most industry
producers are small and operate through one facility. Similarly, the number of employees is forecast to increase an
annualized 2.8% to 543 workers over the five years to 2020, due to the entrance of new, more labour-intensive
companies. According to 2020 data from Statistics Canada, 44.8% of industry establishments employ fewer than 10
people. New companies are especially enticed by niche health and organic beverage markets.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita soft
drink

consumption
(Liters)

2011 162 36.3 33.0 32.0 403 96.7 143 23.3 208 83.7
2012 146 35.5 30.0 29.0 393 91.4 6.90 22.7 61.6 80.0
2013 194 41.6 37.0 36.0 419 82.1 8.00 23.6 120 75.6
2014 217 46.9 40.0 39.0 449 119 8.30 26.7 106 71.8
2015 228 70.0 38.0 37.0 473 153 13.1 29.8 87.8 68.7
2016 221 49.1 37.0 36.0 461 128 23.6 27.9 117 62.7
2017 250 46.6 48.0 47.0 489 122 27.4 28.1 156 60.0
2018 261 49.6 54.0 53.0 510 131 23.3 28.2 153 58.3
2019 233 56.2 52.0 51.0 543 114 28.9 31.2 148 56.1
2020 226 48.0 54.0 53.0 543 87.3 28.6 31.0 167 55.3
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Industry Outlook
Outlook Revenue for the Syrup and Flavouring Production industry in Canada is

expected to slightly increase over the five years to 2025.

The industry is expected to be negatively affected by changing consumer preferences and the threat of steady
import penetration. As consumer health trends keep demand for soft drinks low, IBISWorld expects the industry to
continue to invest in research and development to drive new product development. In addition to innovating new
syrups and flavourings to suit the preferences of health-conscious consumers, industry manufacturers will also need
to respond to innovation of the same sort undertaken by their downstream customers, specifically beverage
production industries. The main opportunity for expanding revenue lies in marketing flavours for fast-growing niche
segments. Despite these innovations, a prolonged consumer avoidance of sugary products will likely cause the
industry's revenue growth to remain minimal.

Furthermore, the Canadian dollar is expected to appreciate over the next five years, rising just slightly at an
annualized rate of 0.3%. Imports are expected to pose a threat to some industry products despite declining at an
annualized rate of 0.4% to $28.1 million over the five years to 2025. However, exports are expected to increase due
to the recovering macroeconomic conditions after the COVID-19 (coronavirus) pandemic. Exports are expected to
increase at an annualized rate of 5.2% to $112.6 million over the next five years. Due to these trends, IBISWorld
expects industry revenue to increase an annualized 0.3% to $229.3 million over the five years to 2025.

WELLNESS AND CONSUMPTION

Demand for soda fountain products will continue to dip, as health
concerns about soda remain a hot topic in public debate.

Some medical authorities have recently criticized high-fructose corn syrup, a key ingredient in most sodas, for its link
to obesity. Despite these efforts, the adult obesity rate is expected to rise at an annualized rate of 0.7% over the five
years to 2025. As a result, demand for beverages that include this syrup has suffered, threatening the industry's
performance. Many consumers will likely continue to reduce their soda consumption, switching to alternative, low-
calorie beverages, while some will stop drinking soda altogether. IBISWorld expects per capita soft drink
consumption to decrease at an annualized rate of 0.9% over the next five years.

Nonetheless, consumers' increasing health consciousness is expected to be a potential opportunity for syrup and
flavouring producers over the next five years. Demand for alternatives to soda is anticipated to increase during the
period, keeping operators busy innovating and marketing new products. Already, new categories of beverages,
especially in the ready-to-drink and shots segments, have gained popularity to the expense of traditional carbonated
sodas. As a result, the industry is anticipated to innovate new flavours and formulas to meet consumer and
downstream beverage manufacturer demand for beverage bases and food flavours.

INDUSTRY STRUCTURE AND PROFIT

Many industry operators are small companies that produce for regional
manufacturers and strictly trade within North America.

The United States-Mexico-Canada Agreement permits companies to expand their market to the United States and
Mexico without experiencing the additional costs of trading tariffs. The approved European trade agreement
between Canada and the Eurozone may provide further competition for the industry, but may also permit industry
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operators to seek new customers among EU beverage manufacturers. This agreement was introduced in 2014 and
was approved in 2016.

Following the success of small regional producers over the past five years, larger operators are expected to engage
in higher merger and acquisition activity. To counteract the effects of decreasing soda consumption, these large
companies will seek to diversify by adding small companies' specialized products and niche markets to their
portfolios. Consequently, the number of enterprises is expected to increase at a slower annualized rate of 4.2% to
65 companies over the five years to 2025. In line with this growth, the number of industry employees is forecast to
rise at an annualized rate of 1.5% to 586 people during the same period.

As the downstream food and beverage production market becomes more powerful and wields more bargaining
power, it will likely become less willing to accept price hikes from syrup and flavouring producers. To stay
competitive, industry players will have to absorb any input price increases or risk losing customers. Moreover,
industry operators will not be able to decrease the workforce and wages, as needs for research and development
will heighten. Higher wage costs, along with volatile input prices, will likely place downward pressure on industry
profitability over the next five years. However, due to the massive decrease in 2020, profit is expected to slightly rise
over the five years to 2025.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita soft
drink

consumption
 (Liters)

2020 226 48.0 54.0 53.0 543 87.3 28.6 31.0 167 55.3
2021 227 51.3 56.0 55.0 553 112 27.6 31.5 143 54.7
2022 228 51.3 58.0 57.0 562 113 27.4 31.9 143 54.3
2023 229 52.3 61.0 60.0 571 113 27.7 32.3 144 53.8
2024 229 53.0 63.0 63.0 579 113 27.8 32.7 144 53.3
2025 229 52.5 65.0 65.0 586 113 28.1 33.0 145 52.7
2026 230 53.1 66.0 66.0 591 112 28.2 33.3 145 52.1

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

LIFE CYCLE REASONS

The industry’s major markets are well-established and are not expected to change

The number of enterprises and industry employment are expected to rise

Alternative products are being developed to combat falling sales
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The Syrup and Flavouring Production industry in Canada is in the mature phase of its life cycle. Industry value
added (IVA), which measures an industry's contribution to the overall economy, is forecast to decrease at an
annualized rate of 2.8%, while Canadian GDP is projected to increase at an annualized rate of 1.8% during the
same period. While an IVA that decreases indicates a declining industry, other characteristics of the industry
indicate that it is in its mature phase of the life cycle.

Domestic demand for syrups and concentrates from independent manufacturers is expected to decline significantly
over the 10 years to 2025 as downstream food and beverage manufacturing companies consolidate, bringing
concentrate manufacturing operations in-house and reducing demand for industry products. Furthermore, the
depreciation of the Canadian dollar is not expected to be able to fully limit competition from imports. IBISWorld
expects imports to satisfy 19.4% of domestic demand in 2025.

However, product innovation has kept the industry alive over the five years to 2020. Functional and low-calorie
beverage concentrates have supplemented some of the industry revenue lost from the decrease in demand from
soda producers. IBISWorld expects the total number of enterprises to increase at an annualized rate of 5.8% over
the 10 years to 2025. New enterprises are entering the industry due to prospects of growth within localized
communities. Additionally, healthier brand extensions are enabling larger operators to grow their businesses by
acquiring niche producers.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Cookie, Cracker & Pasta Production in Canada

Seasoning, Sauce and Condiment Production in Canada

Bottled Water Production in Canada

Snack Food Production in Canada

Wholesale Trade, Nondurable Goods In Canada

Soda Production in Canada

2nd Tier

Frozen Food Wholesaling in Canada

Grocery Wholesaling in Canada

Key Selling Industries
1st Tier

Corn Farming in Canada

Water Supply & Irrigation Systems in Canada

Wholesale Trade, Nondurable Goods In Canada

2nd Tier

Canned Fruit & Vegetable Processing in Canada

Plastic Film, Sheet & Bag Manufacturing in Canada

Other Crop Farming In Canada

Fruit & Nut Farming in Canada

Products & Services

  Due to the ongoing COVID-19 (coronavirus) pandemic, demand for
products in the Syrup and Flavouring Production industry in Canada is
expected to slightly decrease in 2020.

As consumer spending and export levels fall, consumers will be more reluctant to purchase unnecessary products
such as syrups and flavouring agents. In addition, this decrease in product demand is expected to continue as
restaurants and bars are forced to limit their capacity, causing a decrease in one of the industry's largest
downstream buyers.

LIQUID BEVERAGE BASES

Produced in syrup form, liquid beverage bases make up the single largest
product segment produced within the Syrup and Flavouring Production
industry in Canada.

These bases are sold to bottlers and wholesalers that in turn package the product for use in finished products, such
as canned and bottled sodas, juices and teas. Vertically integrated beverage producers are not included in this
segment as syrups and concentrates they create are automatically used as an input in finished products and
revenue is accounted for under the Soda Production industry in Canada (IBISWorld report 31211aCA).

Nevertheless, large beverage conglomerates (e.g. the Coca-Cola Company) that operate in conjunction with either
independent or company-owned bottlers still represent a significant share of the market for liquid beverage bases
because they sell about half their concentrates through independent bottlers. As a result, this segment generates
38.3% of industry revenue in 2020 and has gradually declined over the five years to 2020 as vertical integration
continues.
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FOUNTAIN SOFT DRINK BEVERAGE BASES

Fountain soft drink beverage bases are liquid bases specifically designed
to be used in home or in commercial soft drink dispensers.

Fountain beverage bases used in restaurants, pubs and other food service industries are sold in greater quantities,
with fittings that are often specific to the make of the soft drink fountain, which is usually designed and distributed by
the company that produces the beverage base. Home soft drink fountains have recently grown in popularity, and to
make soft drinks with these appliances, consumers must buy small bottles of liquid beverage base. In 2020, fountain
soft drink beverage bases account for 9.4% of industry revenue. The home-use soda fountain and customizable
commercial fountain trends have increased this segment's share of sales over the past five years, and this trend is
expected to continue over the five years to 2025.

FLAVOURING SYRUPS FOR DESSERTS AND HOME BEVERAGE USE

In addition to soft drink beverage bases, this industry also produces
syrups and flavourings used in desserts and flavouring agents made from
fruit and juice concentrates.

In 2020, flavouring syrups made for desserts and home beverage uses are expected to account for 23.9% of
industry revenue. This segment's share of revenue has increased over the five years to 2020, due to the increasing
trend of customization. An increasing number of consumers are purchasing liquid flavour bases for private use as
dessert toppings and flavoured coffee. In addition, cafes and bars also purchase these goods in bulk to cater to
changing tastes.

FLAVOURING SYRUPS MADE FROM FRUIT

Additionally, syrups made from fruit are an increasingly popular product
for industry operators.

These agents are diverse in consistency, flavour and end use. Companies selling beverages may buy these
products to mix drinks on-premises. Furthermore, private consumers may also purchase these products to make
their own drinks at home. As consumer spending has increased throughout majority of the five years to 2020, this
product segment has slightly grown in popularity. In 2020, flavouring syrups made from fruit are expected to account
for 26.0% of revenue.

OTHER FLAVOURING AGENTS

Other flavouring agents produced by this industry include other dessert-
based syrups such as chocolate syrup and any miscellaneous flavour
enhancers used in food and beverages.

Other flavouring agents account for only 2.4% of industry revenue in 2020, as most industry products fall into one of
the above categories. This segment's share of industry revenue has slightly grown over the five years to 2020, as
research and development has enabled operators to create a more diverse line of different types of flavouring
agents.

Demand
Determinants

The Syrup and Flavouring Production industry in Canada, similar to most
food and beverage manufacturing industries, is strongly influenced by
consumer changes in lifestyles and tastes.

Consumers make up most of the industry's downstream demand, therefore consumer trends will affect industry
demand and revenue. Disposable income determines consumer-level demand for industry products. When
consumers spend less, demand for syrups and flavourings declines. Conversely, higher consumer spending,
especially on impulse purchases of flavoured foods and beverages, results in greater demand for syrups and
flavouring from downstream food and beverage manufacturers. Since bottlers are contractually obligated to buy
beverage syrups from a producer through official bottlers agreements, an increase in downstream demand will flow
directly back to the beverage base producer.

As a result of the ongoing COVID-19 (coronavirus) pandemic, consumers' spending levels and export activity have
decreased in 2020, causing a decrease in revenue over the year. The resulting negative economic effects from the
coronavirus pandemic have also caused unemployment rates to increase, causing consumer spending to decrease
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considerably in 2020. Due to the industry's influence on consumer spending habits, decreases in both of those
economic drivers will negatively affect the industry's demand levels.

Increased consumer awareness of personal health, conversely, will have a negative influence on industry revenue.
Most flavouring and syrup revenue comes from traditional sweetened beverage and soda markets, as opposed to
healthier juice and tea markets. Accordingly, if consumers choose to purchase more healthy beverages at the
expense of sodas, industry revenue will decline. Growing societal concerns about obesity and diabetes are expected
to reduce demand for industry products over the five years to 2025. Dietary guidelines, concern from health
specialists and the associated negative publicity may result in consumers purchasing fewer manufactured
beverages, reducing demand for beverage bases.

Seasonality and weather trends also have an influence on industry sales. Consumption tends to increase in the
hotter months and during periods of unusually hot weather. Conversely, cold weather conditions cause consumers
to switch away from drinks made from industry products to warm beverages such as coffee and tea.

Major Markets

  Due to the ongoing COVID-19 (coronavirus) pandemic, the Canadian
Syrup and Flavouring Production industry's major markets are not
expected to change.

  However, demand from each of the major markets' is expected to fluctuate. Due to the coronavirus pandemic, many
manufacturers were forced to shut down their operations to help mitigate the spread of the virus. As a result, exports
to the United States and other countries are expected to decrease over the five years to 2020.

EXPORTS TO THE UNITED STATES

Exports are the largest market in the Syrup and Flavouring Production
industry in Canada because of the geographical proximity to and low
trade barriers with the United States, which demands significantly more
syrup and flavourings than Canada does.

Exports' share of industry revenue has decreased, but has stayed high over the five years to 2020, even as new
countries are demanding manufactured Canadian goods due to lower costs of importing. Exports to the United
States are estimated to account for 84.4% of total exports, representing 32.7% of industry revenue in 2020. This
segment's share of industry revenue has decreased over the five years to 2020 as consumers are becoming more
health conscious and consuming less unhealthy soft drinks.

EXPORTS TO ALL OTHER COUNTRIES

In 2020, exports as a share of revenue are expected to account for 38.7%
in 2020.

Remaining exports are sent to China, Romania, Cuba and various other countries (refer to International Trade
chapter for more information), making up of 6.0% of industry revenue in 2020. This segment's share of revenue has
also decreased over the five years to 2020 as multinational corporations set up more locations across the world,
satisfying more of each country's demand from local operations.
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DOMESTIC BOTTLERS AND BEVERAGE MANUFACTURERS

Bottlers and beverage manufacturers are the main purchasers of syrups,
which are a crucial ingredient for soft drinks.

Much of this market has shifted to the soda or juice production industries, however, as major concentrate
manufacturers have vertically integrated. Acquisitions of local beverage brands by leading manufacturers that
produce their own syrups and flavourings in-house have left fewer contracts for industry operators. In what remains
of this market, syrup and flavouring producers sell their products directly to third-party manufacturers and bottlers
that then either package it for resale or use it in the production of soda and other soft drinks. This market also
includes bottlers and manufacturers that purchase industry products for international resale. As a result, this
segment is estimated to account for 33.7% of industry revenue in 2020, and has slightly grown as a percentage of
total revenue during the period.

OTHER DOMESTIC CUSTOMERS

Establishments selling food and beverages, including restaurants, bars,
cafeterias, movie theatres and gas stations, among others, purchase
syrups, flavourings and soft drink concentrate from industry producers.

In addition to forming the basis of many soft drinks, industry products are also used to top desserts, such as ice
cream, and flavour hot beverages, such as specialty coffee and tea drinks. This industry segment includes sales to
wholesalers that then, in turn, sell syrups, flavourings and concentrates to hospitality and food service customers.
Soft drink concentrates are the primary products this market demands and these concentrates have increasingly
been produced by industry-external soda manufacturers in recent years, decreasing this segment's share of total
industry revenue to 27.6% in 2020.
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International Trade Exports in this industry are    High and Decreasing

Imports in this industry are    Medium and Increasing

Exports

The Syrup and Flavouring Production industry in Canada is sustained through international trade. Exports are
expected to fall at an annualized rate of 10.7% to $87.3 million over the five years to 2020. In 2020, exports are
estimated to total 38.7% of revenue, down from 67.2% in 2015. The United States is the industry's largest trading
partner, accounting for 84.4% of the total value of industry exports in 2020. The geographic proximity of the United
States significantly facilitates trade between the two countries, as do the particularly low trade barriers. Exports have
endured a substantial decrease over the five years to 2020, which may be a result of the consistent decrease in per
capita soft drink consumption and the COVID-19 (coronavirus) pandemic. The coronavirus pandemic has caused
many manufacturing facilities to slow down or shut down their operations, causing a decrease in industry exports.

Imports

Imports are anticipated to increase at an annualized rate of 16.9% to $28.6 million over the five years to 2020.
Imports are expected to satisfy 17.2% of domestic demand for syrup and flavouring in 2020, up from 14.9% in 2015.
Over the past five years, imports have been significantly volatile, due to downstream customers in Canada contend
with price cuts and looking for savings from US-produced concentrates.

The United States alone supplies 64.4% of industry imports. Since 2015, other countries have increasingly stepped
in to satisfy Canadian demand for imported syrups and flavourings. In 2020, 9.4% of the total value of imports in the
Canadian market is expected to be supplied by Belgium, and 8.5% of imports from Indonesia. The Canadian
government has negotiated a free trade agreement with the European Union, which is expected to be reflected in
the commerce between the two entities in 2020. The agreement will remove over 99.0% of tariffs between the two
economies and create sizeable new market access opportunities in services and investment.
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Business
Locations

  Establishments in the Syrup and Flavouring Production industry in Canada are highly concentrated near food and beverage
manufacturing producers' headquarters and major production facilities. This concentration naturally occurred as companies in the
industry are located to minimize their delivery time and maximize their potential to hold key in-person meetings with downstream
executives. Meanwhile, food and beverage manufacturers are centrally located to large population centres and along trade routes
where they can procure imports with lower delivery fees.

Consequently, Ontario, which accounts for the largest share of the Canadian population at 38.8%, houses most of the industry's
establishments, accounting for 42.9% of locations in 2020. Similarly, Quebec and British Columbia house 34.7% and 12.2% of
total industry establishments, respectively, in 2020, while accounting for 22.6% and 13.5% of the Canadian population,
respectively.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Syrup and Flavouring Production industry in Canada exhibits a moderate concentration level, with the industry's
three largest companies generating 53.7% of total industry revenue in 2020. The largest companies, the Coca-Cola
Company and Kerry Group PLC, are multinational corporations with diversified and globalized syrup and flavouring
production operations. Meanwhile, the remaining industry players tend to have a niche product focus and sell
exclusively in North America. IBISWorld estimates that in 2020, the industry will comprise 53 enterprises, with only
54 establishments. This suggests that most operators will have only one establishment in operation. The industry is
expected to gradually further consolidate as downstream food and beverage manufacturers also consolidate to
maximize production efficiencies.

Key Success
Factors

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

Market research and understanding:
Before a company can produce and sell a product, it must understand current consumer and downstream industry
trends, and it can only understand trends through market research.

Control of distribution arrangements:
Efficient and effective marketing channels for consumer goods such as citric acid and toppings are critical in this
industry to minimize logistics costs and maximize sales at retail stores.

Economies of scale:
Minimizing marginal and average production costs will enable an operator to sell at a lower price and still maintain
their profit. Otherwise, it can maintain prices and increase their profit margin.

Marketing of differentiated products:
Product innovation and differentiation will give a producer a better chance of winning more market share. This can
be achieved with implementation of the latest technology to alter product taste, quality and nutritional value.

Supply contracts in place for key inputs:
Having supply contracts in place for key inputs will minimize costs and ensure a reliable supply of corn, sugar and
water.

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

  Profit

Industry profit, measured as earnings before interest and taxes,
accounts for an estimated 6.1% of revenue in 2020, down from 16.0%
in 2015. Profit is generally relatively high in the industry due to the low
cost of raw materials compared with the price markups that can be
applied to finished industry products, particularly concentrates for
branded drinks. Due to the high value of some drink brands, some
concentrate manufacturers can experience substantial and sustainable
competitive cost advantages. The decrease in profit in 2020 can be
mainly attributed to the COVID-19 (coronavirus) pandemic, which has
caused many manufacturing sites to slow down or even shut down its
operations. This decrease in profit is a direct result of companies
complying with governmental orders to help mitigate the spread of
coronavirus.

 

  Wages

Labour costs, including wages, salaries and benefits, comprise an
estimated 13.7% of total industry revenue in 2020. The work force of
syrup and flavour manufacturers is generally highly skilled, as many
low-level tasks have been replaced by automation. Therefore, industry
labour resources are more generally spent on the research and
development of new products, a process that necessitates the hiring
and retention of highly skilled, high-wage engineers and researchers.
While significantly new and different products are only rarely introduced
in the market, producers are constantly attempting to engineer new
products to gain a competitive edge. Examples of these products
include functional beverages such as relaxation or energy drinks.
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  Purchases

Purchases are the most significant cost to this industry, though they are
less than for some other manufacturing industries due to the relative
affordability of some components of industry products such as sugar
and water. In 2020, purchases are estimated to account for 40.8% of
industry revenue. Sugar is a key input to many industry products, in the
form of syrup and other corn-derived sweeteners and flavourings. Due
to the price of sugar decreasing, this segment has slightly decreased
from 2015. Additionally, larger companies were able to further drive
purchases costs down during this period due to bulk ordering. In
addition to syrup and flavouring ingredients, industry companies must
purchase the materials necessary to package the final product.

 

  Marketing

Companies generally have low to nonexistent marketing budgets
because they sell primarily to beverage manufacturers that actively
seek out long-term contracts with syrup and flavouring producers. In
2020, marketing expenses are expected to account for 3.7% of industry
revenue.

 

  Depreciation

Syrup and flavouring manufacturers are expected to spend 1.5% of
industry revenue on depreciation costs in 2020. The industry depends
highly on efficient manufacturing equipment to preserve the significant
margin that producers add to the material cost of production.
Depreciation costs have fallen slightly in recent years as more industry
producers have invested in advanced automation technologies to
maintain these efficiencies and keep labour costs low.
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  Rent

Rental expenses are expected to account for 3.5% of revenue in 2020.

 

  Utilities

Utilities, which include electricity, gas and water expenses, are
expected to account for 2.1% of revenue in 2020.

 

  Other Costs

Other expenses including administration, insurance and outsourced
services such as bookkeeping and legal work are expected to make up
the remaining 28.6% of revenue in 2020. These costs vary from year to
year and may shift unexpectedly based on circumstances.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  The Syrup and Flavouring Production industry in Canada has an overall
medium and steady level of competition.

Major industry players offer similar products, but fiercely guard their proprietary recipes.

INTERNAL COMPETITION

While many products are largely homogeneous, product differentiation
can play a part in competition.

Major industry players own trademarks, patents and trade secrets that reduce another players' ability to replicate
their product. Packaging design, advertising and unique flavours and recipes differentiate products. Successful
incumbent producers generally gain a competitive advantage by offering a range of beverages, including regular and
low-calorie sodas, sports drinks, energy drinks and waters. This competitive advantage is further bolstered by the
traditional distribution model, wherein distributors are bound to one industry company. Industry companies that can
offer a wider range of high-value and brand-visible products will be more likely to appeal to potential distributors.

EXTERNAL COMPETITION

Imports are a major source of external competition to the Syrup and
Flavouring Production industry in Canada.

IBISWorld expects imports to satisfy as much as 17.2% of domestic demand for industry products in 2020. Syrup
and flavouring products generally have a long shelf life and this spike is expected to continue depressing industry
success over the five years to 2025. Competition from substitute beverages, such as tea, coffee or bottled water,
also places significant pressure on the industry, particularly as consumers increasingly prefer products with natural
ingredients to those made with the industry's sugar- and corn-sweetened concentrates. Additionally, syrups used as
toppings or drink additives similarly encounter strong competitive pressure from alternative products, such as honey
and fresh fruit.

Barriers to
Entry

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

  Barriers to enter the Syrup and Flavouring Production
industry in Canada are high and increasing. First and
foremost, the industry is dominated by large multinational
corporations and thus new entrants will only be able to
serve small local communities. Major players often write
exclusive contracts with bottlers, reducing the ability of
other syrup manufacturers from establishing agreements
with them. These companies have well established, well-
recognized brands and established relationships with
bottlers. In many cases, beverage base manufacturers
are significant shareholders in bottling operations. While
the brand owners' share in a bottler is usually
noncontrolling, they often have significant enough
holdings to effect management. This factor acts as a
significant barrier to entry.

In addition to the strong competitive position of the
incumbent producers, the technology required for
production has become relatively advanced over the past
few decades, therefore substantial capital requirements
and in-depth knowledge of processing efficiencies are
necessary to enter the industry. Also, research and
development require significant investment in a laboratory
with related machinery. However, materials costs do not
pose a high barrier to industry entry, as the raw materials
used to produce concentrates and syrups are generally
relatively low in price.

Barriers to Entry Checklist

Competition Medium  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry Globalization in this industry is    High and the trend is Increasing
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Globalization
  The Syrup and Flavouring Production industry in Canada exhibits a high degree of globalization, as evidenced by trade

levels and company ownership. With respect to trade levels, exports are high and falling while imports are also high, but
increasing. Additionally, the United States remains the dominant trade partner for industry operators. Moreover, the Coca-
Cola Company, which is a world leader in syrup and concentrate production, is headquartered in the United States. Kerry
Group PLC, the second-largest industry operator in Canada, is headquartered in Ireland and has operations in over 32
countries.

Industry globalization remains high because syrups and flavours are produced and traded chiefly by multinational
corporations. As a result, the relative value of the Canadian dollar to that of the industry's largest trading partners will
likely continue to have a significant influence on the industry over the five years to 2025.
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Major Companies

Major Players Coca-Cola Canada Bottling Limited

Market Share: 36.4%

Brand Names Coca-Cola, Diet Coke, Sprite, Barq's, Full
Throttle

  The Coca-Cola Company (Coca-Cola) was founded in the United States in 1886 and is the largest beverage
manufacturing company in the world, with over 500 brands sold in more than 200 countries. Based in Atlanta, Coca-
Cola employs an estimated 86,200 people worldwide, about 1,250 of which are in Canada. In addition to carbonated
soft drinks, sports drinks, juice, ready-to-drink tea and coffee, the company produces beverage concentrates and
fountain syrups. Coca-Cola has seven operating segments, which include Eurasia and Africa, Europe, Latin
America, North America, the Pacific, bottling investments and corporate. Overall, the company's seven operating
segments generated an estimated $49.5 billion in 2019 (latest data available).

The company categorizes its products into two major segments, which include concentrates and finished products.
Finished products are not relevant to this industry, as these are sold in the Soda Production industry in Canada
(IBISWorld report 31211aCA). Concentrate production is relevant to this industry, as the company manufactures
beverage bases and syrups within this segment. Coca-Cola then either bottles these bases through in-house or
subsidiary bottlers or sells these concentrates to authorized bottlers that then package and resell the concentrate.
Concentrate operations comprise 55.0% of company revenue.

A key aspect of the company's success is its relationship with its bottlers. In many cases, the commercial success of
the bottlers depends on the strength of the Coca-Cola brand. In turn, Coca-Cola depends on the performance of its
bottlers to distribute its branded products as widely and effectively as possible, increasing its share of the overall
beverage market.

Financial performance

Beverage concentrate production in Canada has been steady over the five years to 2020. Nevertheless, growth has
been tempered during the period due to declining demand for soda products. The company's industry-relevant
segment, specifically its concentrate production in Canada, is expected to increase at an annualized rate of 3.3% to
$82.1 million over the five years to 2020. Coca-Cola's Coke Classic and Fanta brands have performed well,
benefiting from zero and low-calorie brand extensions. Independent bottlers that create products for the international
market are expected to depend increasingly on foreign consumers as some Coca-Cola brands experience a slowing
demand in Canada due to growing health concerns. In addition, the company's operating profit, measured as
earnings before interest and taxes, is expected to increase an annualized 7.5% to $19.7 million over the five years
to 2020.

 
The Coca-Cola Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 69.7 N/C 13.7 N/C
2016 73.8 5.9 15.3 11.7
2017 78.2 6.0 16.7 9.2
2018 85.8 9.7 22.9 37.1
2019 90.5 5.5 24.5 7.0
2020 82.1 -9.3 19.7 -19.6

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

Kerry Group PLC

Market Share: 13.7%

  Founded in 1972, Kerry Group PLC (Kerry) is a public multinational company headquartered in Tralee, Ireland. It
supplies more than 18,000 different food, food ingredient and flavour products to more than 140 countries and has a
manufacturing presence in 32 countries. The company employs an estimated 26,000 people, more than 1,000 of
which are scientists developing new products. Revenue is split between the taste and nutrition segment and the
consumer foods segment. On a global scale, Kerry has been quickly expanding through acquisitions in diversified
consumer food markets and reported $11.0 billion in total revenue in 2019 (latest data available).
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Kerry participates in this industry through its taste and nutrition segment, formally known as the ingredients and
flavours business segment, which generated 82.0% of the company's total revenue in 2019 (latest data available).
Nearly half this segment's revenue stems from flavouring production, as this segment also produces pharmaceutical
products and other proteins and supplements not included in the Syrup and Flavouring Production industry. Kerry's
Canadian flavouring production operation is a part of the Americas segment, which encompasses North and South
American facilities.

Financial performance

Based in Ireland, the company reports its annual financial data in euros. The discussion that follows is based on
revenue in Canadian dollars and, therefore, fluctuations in the exchange rate affects the financial performance of
this company. Kerry's industry-relevant revenue is expected to increase at an annualized rate of 5.9% to $31.0
million over the five years to 2020. Company performance has been bolstered by new product introductions and the
successful integration of previously acquired companies, such as US-based WynnStarr Flavors Inc. Moreover, the
diversity of the company's downstream clients has enabled Kerry to raise prices in response to volatile input costs
without significantly alienating customers. Similarly, the company's operating profit, measured as earnings before
interest and taxes, is estimated to rise at an annualized rate of 8.4% to $4.5 million over the five years to 2020.

 
Kerry Group PLC (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 23.3 N/C 3.0 N/C
2016 25.4 9.0 3.5 16.7
2017 26.8 5.5 3.7 5.7
2018 28.7 7.1 4.4 18.9
2019 31.4 9.4 4.8 9.1
2020 31.0 -1.3 4.5 -6.2

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

Other Companies Other companies in the Syrup and Flavouring Production industry in Canada vary from beverage syrup producers to
other flavouring manufacturers. Some companies, such as Novotaste Corporation Inc. (Novotaste), maintain
Canadian production while selling across North America. Meanwhile, many other companies offer more globalized
services to stay competitive. Nonetheless, companies in this industry experience strong competition from companies
abroad and well-established companies (i.e. the Coca-Cola Company) that satisfy most of domestic demand.

Novotaste Corporation Inc.

  Market Share: 3.6%
  Headquartered in Dollard-Des Ormeaux, QC, Novotaste Corporation Inc. (Novotaste) serves all of Canada and the

northern United States. Employing an estimated 20 people, the company produces a variety of flavours, fragrances
and essential oils. Novotaste engages in rigorous research and development to produce healthier syrups that are
low in sugar and sodium. As a privately held company, Novotaste does not release financial information. IBISWorld
estimates the company will generate $8.2 million in industry-relevant revenue in 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Syrup and Flavouring Production industry in Canada
exhibits a low level of capital intensity. While capital
investment, especially for machinery, is critical in the
production of beverage bases, labour has become
increasingly significant over the five years to 2020. Using
wages as a proxy for labour and depreciation as a proxy for
capital, IBISWorld anticipates that for every $1.00 spent on
labour, $0.11 will be spent on capital in 2020. Production of
this industry's products is highly automated and does not
require much labour; however, the labour that is required
must be relatively highly skilled to develop new products
and implement automated processes. Moreover,
companies generally invest in new talent to stay
competitive, investing in a company's future with highly
skilled labour. Therefore, the cost of labour for the industry
is high, with wages accounting for 13.7% of industry
revenue in 2020.

Over the five years to 2025, capital intensity is expected to
increase as research and development becomes
increasingly important. As consumers are progressively
more health conscious and aware of diseases, such as
diabetes, producers of syrups and flavourings must find
ways to decrease sugars in products to maintain
customers.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

Medium Innovation
Concentration

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

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.

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

Medium Market
Concentration

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

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

The industry structure is not accommodative to new entrants succeeding, which limits the incentive for new companies.
This is accompanied by an average level of new entrant operators. The combination provides a limited threat from
disruptors.

The Canadian Syrup and Flavouring Production industry has not experienced
much technological disruption over the five years to 2020, as the processing
for industry products has remained largely unchanged.

Although technology has advanced at a rapid pace, it has yet to disrupt the industry directly. Additionally, industry operators
operate legacy business models with a high barrier to entry. Therefore, it is very hard to mechanize the process, deterring
new entrants. With industry operators using a business model that has experienced no disruption, market structure is likely
to remain unchanged.

The level of technology change is    Medium

  The Syrup and Flavouring Production industry in Canada has a moderate level
of technology change.

Centuries-old processes are used to produce syrup and flavouring, such as encapsulation, emulsion, drying and extraction.
Industry-relevant technologies include specific methodologies and ingredients developed for the creation and
manufacturing of syrups, flavourings and concentrates. These technologies tend to be highly guarded trade secrets
because companies in the industry gain market share through the brands associated with their proprietary recipes, and
specific manufacturing technology often enables the production processes that make these recipes possible.

New technology in the industry is mainly applied to innovate new flavours, colours or textures for products. Companies also
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strive to develop products with less expensive inputs, a longer shelf life or other characteristics that make them more
profitable than current prototypes. Recently, new types of sweeteners are generally prioritized for research and
development teams as consumer health-consciousness rises. In turn, food and beverage producers increasingly demand
syrups and flavours that can be marketed as better-for-you, such as those with non-caloric, low-sodium, all natural or
organic inputs.

Similar to most manufacturing industries, the Syrup and Flavouring Production industry in Canada has significantly invested
in information systems technology to optimize their business processes. Both large and small companies benefit from
advanced systems technology that can help track purchases, shipments, payments and inventory. Telecommunications
infrastructure is similarly valuable to these companies insofar as it enables industry operators to ensure smooth, real-time
communication of product and business data between customers, consumers, suppliers and company personnel.

Nonetheless, the technologies involved in production remain similar to that in 2015, and most machines were first
developed several decades ago. Upgrades, including computerized automation from adding ingredients to quality checks,
are consistently made on such machinery. As new technologies become more precise, companies invest in them when
they are cost-effective due to their ability to decrease waste in terms of time, energy and content consistency.

Revenue
Volatility

The level of volatility is    High

  The Syrup and Flavouring Production industry in Canada has a moderate to
high level of revenue volatility.

Most of downstream demand for this industry is driven by consumers, and therefore, industry revenue fluctuates based on
changes in consumer purchasing power or tastes. Another major source of volatility during the period was from imports and
exports, which have experienced extreme growths and drops over the five years to 2020.

Soda consumption has consistently declined over the five years to 2020, but the recovering economy and reformulation of
products by producers has renewed demand for some industry products. IBISWorld expects industry revenue volatility to
remain high over the five years to 2025, as uncertain macroeconomic conditions continue to trend. However, the industry's
fragmented composition may also lead to mitigated revenue volatility as manufacturers' products are diversified across
different downstream markets; larger companies serve mainstream consumer retail outlets while small companies cater to
niche and local markets. This provides the industry with protection against the volatility of individual markets. For example,
concentrated soda syrup and ice cream topping syrup are both served to consumers with a sweet tooth, but appear in a
wide spectrum of food service providers and retailers with different sources of revenue and different seasonal rotations.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Syrup and Flavouring Production industry in Canada has a moderate level
of regulation and policy.

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

The CFIA also enforces the Consumer Packaging and Labelling Act, which requires pre-packaged foods, wherever they
originate from, to not falsify information regarding quality or performance. The CFIA requires ingredients in syrup and
flavourings to be listed by their common name. For example, the Organic Products Regulations require certification from
the CFIA if a producer chooses to advertise its products as organic.

Syrup and flavouring manufacturers must conduct all operations under sanitary conditions in keeping with the purity of the
products they make. They follow a regular regimen of machine maintenance and cleaning and sterilization of sap lines.
Syrup and concentrate factories have careful programs for industrial sanitation and for the personal hygiene of employees.
Also, syrup and flavouring producers are required to abide by the Canadian Environmental Protection Act, the Canadian
Environmental Assessment Act and provincial legislation. These acts are set in place to prevent food producers from
carelessly disposing of waste from packaging.

Industry
Assistance

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

While the government does aid the Syrup and Flavouring Production industry
in Canada through import tariffs, major trading partners, such as the United
States, are exempt from them.

The effects of such tariffs have a negligible effect on trade in syrups and flavourings. Nevertheless, a $15.17 tariff may be
applied per each tonne of syrup imports, while as much as a $30.86 per tonne tariff can be applied to flavouring imports. No
other formal assistance is provided to this industry.

Organizations such as the Canadian Beverage Association also provide informal assistance to industry operators by
collecting and publishing manufacturing and consumption statistics, lobbying the Canadian government and the public on
industry-relevant issues and providing opportunities for syrup, flavouring and concentrate manufacturers to network with
one another and share business and production strategies.

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

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita soft
drink

consumption
(Liters)

2011 162 36.3 33.0 32.0 403 96.7 143 23.3 208 83.7
2012 146 35.5 30.0 29.0 393 91.4 6.90 22.7 61.6 80.0
2013 194 41.6 37.0 36.0 419 82.1 8.00 23.6 120 75.6
2014 217 46.9 40.0 39.0 449 119 8.30 26.7 106 71.8
2015 228 70.0 38.0 37.0 473 153 13.1 29.8 87.8 68.7
2016 221 49.1 37.0 36.0 461 128 23.6 27.9 117 62.7
2017 250 46.6 48.0 47.0 489 122 27.4 28.1 156 60.0
2018 261 49.6 54.0 53.0 510 131 23.3 28.2 153 58.3
2019 233 56.2 52.0 51.0 543 114 28.9 31.2 148 56.1
2020 226 48.0 54.0 53.0 543 87.3 28.6 31.0 167 55.3
2021 227 51.3 56.0 55.0 553 112 27.6 31.5 143 54.7
2022 228 51.3 58.0 57.0 562 113 27.4 31.9 143 54.3
2023 229 52.3 61.0 60.0 571 113 27.7 32.3 144 53.8
2024 229 53.0 63.0 63.0 579 113 27.8 32.7 144 53.3
2025 229 52.5 65.0 65.0 586 113 28.1 33.0 145 52.7

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita soft
drink

consumption
(%)

2011 9.60 -23.1 -15.4 -15.8 -8.00 16.5 469 -16.2 131 -2.57
2012 -9.82 -2.21 -9.10 -9.38 -2.49 -5.49 -95.2 -2.58 -70.4 -4.43
2013 33.1 17.2 23.3 24.1 6.61 -10.2 15.9 3.96 95.3 -5.50
2014 11.4 12.7 8.10 8.33 7.15 44.7 3.75 13.1 -11.8 -5.03
2015 5.26 49.3 -5.00 -5.13 5.34 29.0 57.8 11.6 -17.2 -4.32
2016 -3.08 -29.9 -2.64 -2.71 -2.54 -16.5 80.2 -6.38 32.8 -8.74
2017 13.1 -5.10 29.7 30.6 6.07 -5.08 16.1 0.71 33.7 -4.31
2018 4.36 6.43 12.5 12.8 4.29 8.06 -15.0 0.35 -1.92 -2.84
2019 -10.7 13.3 -3.71 -3.78 6.47 -13.5 24.0 10.6 -3.07 -3.78
2020 -3.18 -14.6 3.84 3.92 0.00 -23.2 -1.04 -0.65 12.6 -1.43
2021 0.57 6.87 3.70 3.77 1.84 27.9 -3.50 1.61 -14.4 -1.09
2022 0.44 0.00 3.57 3.63 1.62 0.89 -0.73 1.26 -0.14 -0.74
2023 0.39 1.94 5.17 5.26 1.60 0.08 1.09 1.25 0.77 -0.93
2024 -0.05 1.33 3.27 5.00 1.40 -0.27 0.36 1.23 0.21 -0.93
2025 0.30 -0.95 3.17 3.17 1.20 0.08 1.07 0.91 0.63 -1.13

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 22.4 68.6 59.7 402 14.4 12.2 57,816
2012 24.3 11.2 62.6 372 15.5 13.1 57,761
2013 21.4 6.65 42.2 464 12.1 11.3 56,325
2014 21.7 7.82 54.8 482 12.3 11.2 59,465
2015 30.7 14.9 67.2 482 13.1 12.4 63,002
2016 22.2 20.2 57.9 479 12.6 12.5 60,521
2017 18.6 17.6 48.6 511 11.2 10.2 57,464
2018 19.0 15.2 50.3 512 10.8 9.44 55,294
2019 24.1 19.5 48.8 429 13.4 10.4 57,459
2020 21.3 17.1 38.7 415 13.7 10.1 57,090
2021 22.6 19.3 49.3 410 13.9 9.88 56,962
2022 22.5 19.2 49.5 405 14.0 9.69 56,762
2023 22.9 19.3 49.3 401 14.1 9.36 56,567
2024 23.2 19.3 49.2 395 14.3 9.19 56,477
2025 22.9 19.4 49.1 391 14.4 9.02 56,314

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Canadian Beverage Association
http://www.canadianbeverage.ca

International Council of Beverages Associations
http://www.icba-net.org

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

Industry Jargon BEVERAGE BASE
A product that is combined with water and sometimes sweeteners during third-party beverage manufacturing or at a
soft drink fountain to create a finished beverage.

CONCENTRATE
A substance that is made stronger or more pure by removing water.

FINISHED BEVERAGE
Soda or other soft drink product that is ready to be consumed; may be sparkling or still.

FLAVOURING
A substance used to impart specific tastes to consumer products.

FOUNTAIN SYRUP
A form of concentrate designed specifically for use in a soft drink fountain.

SOFT DRINK
A beverage that typically contains water, often carbonated, a sweetener and a flavouring agent and contains less
than 0.5% alcohol by volume.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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