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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 growth for the Seasoning, Sauce and Condiment Production industry is not expected to be affected by
the COVID-19 (coronavirus) pandemic in 2020. For more detail, please see the Current Performance chapter.

· Despite the coronavirus pandemic, the industry's profit margin is still expected to grow due to the nondiscretionary
and widely accepted nature of the industry's products. For more detail, please see the Cost Structure Benchmarks
chapter.

· Demand for the industry's products is not expected to endure many changes as a result of the coronavirus
pandemic. For more detail, please see the Demand Determinants 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 manufactures products such as mayonnaise, dressings, spices, extracts and dry food mixes from a

variety of ingredients. Industry products are sold to downstream wholesalers, food manufacturers and retail markets.
Ketchup and other tomato-based sauces are excluded, as they are part of the Canned Fruit and Vegetable
Processing industry in Canada (IBISWorld report 31142CA).

Major Players Kraft Foods Inc.

McCormick & Company Inc.

Unilever

Main Activities The primary activities of this industry are:

Manufacturing salad dressing

Producing mayonnaise

Manufacturing vinegar and cider

Producing mustard

Producing horseradish

Manufacturing hot sauce

Manufacturing soy sauce

Producing salt and seasonings

The major products and services in this industry are:

Mayonnaise, salad dressings and sandwich spreads

Prepared sauces, excluding tomato

Salt, pepper and other spices

Dry mix food preparations

Flavouring extracts
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Supply Chain

SIMILAR INDUSTRIES

Frozen Food Production in
Canada

Canned Fruit & Vegetable
Processing in Canada

Snack Food Production in
Canada

Baking Mix & Prepared Food
Manufacturing in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Seasoning, Sauce and Condiment
Production in the US

Hot Sauce Production Peanut Butter Production BBQ Sauce Production

Stock & Broth Production Tea, Coffee and Other Food
Manufacturing in Australia

Soy Sauce Production in China Condiments & Seasoning
Manufacturing in the UK

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

$1.6bn
Revenue

Annual Growth

2015–2020

2.8%

Annual Growth

2020–2025

-0.5%

Annual Growth

2015–2025

 

$128.9m
Profit

Annual Growth

2015–2020

15.1%

  Annual Growth

2015–2020

 

8.1%
Profit Margin

Annual Growth

2015–2020

3.5pp

  Annual Growth

2015–2020

 

205
Businesses

Annual Growth

2015–2020

1.5%

Annual Growth

2020–2025

1.0%

Annual Growth

2015–2025

 

4,448
Employment

Annual Growth

2015–2020

3.5%

Annual Growth

2020–2025

0.1%

Annual Growth

2015–2025

 

$254.3m
Wages

Annual Growth

2015–2020

3.1%

Annual Growth

2020–2025

0.0%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-0.5%
World price of sugar

1.6%
Per capita disposable income

0.4%
Total health expenditure

-0.4%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Industry Assistance
Medium / Steady   Concentration

Medium

  Regulation & Policy
Medium / Increasing   Technology Change

Medium

NEGATIVE IMPACT

  Barriers to Entry
Low / Steady   Industry Globalization

High / Increasing

  Competition
High / Steady

 

Key Trends

 International trade is high and increasing in this industry

 Operators have launched organic and premium varieties of
old recipes

 Fast food and full-service restaurants have experienced
growth

 Manufacturers are expected to be negatively affected by the
appreciation of the loonie

 A shift toward organic products will help boost industry
revenue

 Industry profit is anticipated to remain stagnant

 Industry participants have introduced a variety of new
products during the period to drive demand for their brands
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Barriers to Entry

  High Competition

  High Imports

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2015-2020)

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Seasoned well: Increases in input costs and an appreciation of the loonie
will likely contribute to a decline in revenue

The Seasoning, Sauce and Condiment Production industry in Canada has experienced growth over the five years to
2020, despite mixed demand from grocery stores and food service providers for industry products. Rising per capita
disposable income has permitted consumers to trade up to premium and more expensive brands, while increasing
health consciousness has curbed demand for most industry products high in sodium and calories. At the same time,
the depreciation of the Canadian dollar has made industry goods more affordable in foreign markets, increasing
exports and buoying revenue. Overall, IBISWorld anticipates industry revenue to grow an annualized 2.8% to $1.6
billion over the five years to 2020, including a forecast growth of 4.6% in 2020 alone. Despite the COVID-19
(coronavirus) pandemic, the industry's products have still endured steady streams of demand from exports and other
economic drivers. This is primarily due to the nondiscretionary nature of the industry's products.

Industry participants have introduced a variety of new products during the period to drive demand for their brands.
Manufacturers have focused on providing lighter, healthier brand extensions and new flavours in response to
changing consumer needs and boosting profit. For instance, Unilever rebranded its Hellmann's Light product to only
include cage-free eggs and a fully vegan option. However, domestic producers in this industry have experienced
intensifying competition from foreign manufacturers as the popularity of ethnic flavours has spurred demand for
imported goods. As imports rose to meet over half the domestic demand in 2015, industry revenue ultimately
declined in 2015. However, during the latter half of the period, revenue has experience growth due to changes in
consumer trends.

Over the five years to 2025, producers are anticipated to benefit from shifting consumer trends. As more consumers
regularly purchase organic food, industry revenue is expected to remain steady due to the premium price of organic
food compared with processed food. However, due to the decreases in per capita disposable income, increases in
input costs and an appreciation of the Canadian dollar, industry revenue is expected to slightly decrease over the
five years to 2025. In addition, exports are also anticipated to slightly decrease, which is expected to further hinder
the industry's performance. As a result, industry revenue is projected to decrease an annualized 0.5% to $1.6 billion
over the five years to 2025.
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Industry Performance

Key External
Drivers

Per capita disposable income

Seasonings, sauces and condiments represent nondiscretionary goods for consumers. However, as discretionary
income declines, consumers are more inclined to purchase generic brands, hampering industry revenue growth. In
2020, per capita disposable income is anticipated to increase, representing a potential opportunity for the industry.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index compares the value of the dollar with the currencies of
Canada's major trading partners. As the Canadian dollar appreciates, represented by an increase in the index,
products manufactured by industry operators become more expensive in the international market, curbing demand
for industry goods. In 2020, the CEER index is forecast to decrease.

 

Total health expenditure

Total health expenditure serves as a rough indicator of health consciousness among Canadian consumers. Since
some industry products are typically high in caloric content, rising health consciousness may curb demand for
industry products. Total health expenditure is expected to decrease in 2020.

 

World price of sugar

Sugar is used to produce a variety of industry goods, including salad dressings and condiments. When the price of
sugar increases substantially, manufacturers must either absorb the higher cost to the detriment of profitability or
pass on the cost increase to downstream markets in the form of higher prices and risk curbing demand, which can
raise revenue for operators should the price rise. In 2020, the world price of sugar is expected to decrease, posing a
potential threat to the industry.
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Current
Performance

The Seasoning, Sauce and Condiment Production industry in Canada has
achieved a modest growth over the five years to 2020, and has overcome
numerous challenges along the way.

Demand from food manufacturing and supermarkets has been volatile, as some consumers have been increasingly
dining out, while others have been saving money by preparing their own meals with goods bought from
supermarkets. Health concerns have turned consumers away from some industry products that are high in sodium
and calories. Furthermore, domestic producers were challenged by mounting competition from imports, constricting
revenue growth during the middle of the period. Overall, IBISWorld anticipates industry revenue to increase at an
annualized rate of 2.8% to $1.6 billion over the five years to 2020, including a forecast growth of 4.6% in 2020 alone.
Despite the ongoing COVID-19 (coronavirus) pandemic, the growth in 2020 can be mainly attributed to the
increasing per capita disposable income levels along with consistent demand for the industry's products and a
depreciating Canadian dollar.

DISPOSABLE INCOME INCREASES

The primary downstream markets for manufacturers in this industry are
grocery wholesalers, retailers and food service providers.

However, consumers represent the most important downstream market for the industry, as they are the end
customers for industry goods. While seasonings, sauces and condiments represent nondiscretionary goods, as
discretionary income erodes, many consumers trade down to more affordable products, such as generic brands. In
addition, consumers stock up on discounted items, further curbing industry revenue growth. Over the five years to
2020, per capita disposable income is expected to increase at an annualized rate of 1.7%. Consequently,
consumers will increase spending at grocery stores and full-service restaurants. Thus, demand for condiments and
sauces from retail stores and full-service restaurants will rise, causing industry revenue to grow.

IMPORT AND EXPORT GROWTH

International trade is high and increasing in this industry.

In addition to foreign operators being able to operate at lower costs, which permits them to minimize expenses and
prices, a growing immigrant population and diversifying palettes have driven demand for exotic spices and unique
flavours from China and India. However, products from the United States still account for almost two-thirds of total
imports. IBISWorld expects imports to increase at an annualized rate of 1.8% to $1.1 billion over the five years to
2020. The influx of imports over the past five years has led to imports satisfying 52.0% of domestic demand in 2020,
undercutting domestic producers.
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Despite rising import penetration, the industry has benefited from an increase in exports during the period as well.
The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar with respect to the
US dollar. Since the United States receives 85.5% of the industry's exports, a decreasing CEER index benefits the
industry. Over the five years to 2020, the CEER index is estimated to decrease at an annualized rate of 1.0%,
making Canadian goods more affordable in US markets. Therefore, IBISWorld estimates exports will increase at an
annualized rate of 4.7% to $578.6 million over the five years to 2020.

GROWING HEALTH CONCERNS AND PROFIT

Industry operators have launched organic and premium varieties of old
recipes to appeal to changing consumer preferences.

Total health expenditure has been on the rise, indicating desires to consume healthier foods low in fat and sodium.
For example, in 2019, Unilever created a substitute mayonnaise dressing, making it 100.0% vegan to cater toward
shifting consumer demand. Other manufacturers have focused on introducing new flavours to keep customers
interested in their products. For example, the Kraft Heinz Company expanded its mayonnaise product line by adding
new flavours, such as chipotle and horseradish Dijon. This shift has caused declines for some industry goods, but
has also opened a niche for healthier, all-natural goods that command premium prices.

Moreover, the prices of some of the key ingredients used to produce sauces and condiments, such as corn, wheat,
soy, vegetables, edible oils and dairy products, have declined during the period. Notably, the world prices of wheat
and soybeans have both declined at an annualized rate of 1.2% over the five years to 2020. Due to these lower
operating costs, industry profit, defined as earnings before interest and taxes, has increased from accounting for
4.6% of revenue in 2015 to 8.1% in 2020.

INTEREST IN SAUCE HEATS UP

Despite increased health consciousness, fast food and full-service
restaurants have experienced growth over the past five years, lifting
demand for sauces and condiments.

Major fast food chains, such as McDonald's and Subway, have debuted several new menu items to drive foot traffic
into their stores and keep consumers interested in their food. McDonald's introduced several new dipping sauces
prior to the period, including sweet chili, spicy buffalo and creamy ranch, among others. Capitalizing on the growing
popularity of spicy sauces, the fast food chain also launched its habanero ranch sauce in 2014. In addition to new
flavours, consumers' increasing reliance on convenient prepared food and ingredients has driven demand for
prepared sauces. Cooking sauces and salad dressings help consumers prepare quick, tasty meals at home.

As the leading manufacturers have introduced new products to drive demand for their goods, they have benefited
from improved profitability over the past five years. In addition, the largest producers have expanded their operations
in Canada, driving the number of establishments to increase at an annualized rate of 1.7% to 212 locations over the
five years to 2020, while the number of enterprises is expected to grow at a similar pace due to increasing
opportunities in niche markets. As smaller niche operators serving local markets enter the industry to take
advantage of the organic trend, the number of industry employees is also anticipated to increase, rising at an
annualized rate of 3.5% to 4,448 workers over the five years to 2020.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable

income
($)

2011 1,248 292 179 174 3,205 327 545 176 1,465 28,392
2012 1,332 282 176 171 3,472 354 627 188 1,605 28,883
2013 1,510 385 179 174 3,892 357 726 225 1,879 29,369
2014 1,590 411 186 181 4,254 383 825 249 2,031 29,466
2015 1,387 304 195 190 3,749 460 1,002 219 1,929 30,804
2016 1,459 355 195 190 4,073 495 1,035 237 1,999 30,333
2017 1,597 438 205 199 4,407 513 1,075 252 2,158 30,713
2018 1,516 396 207 201 4,237 540 1,090 242 2,067 30,873
2019 1,521 381 205 199 4,274 547 1,079 244 2,052 31,217
2020 1,591 411 212 205 4,448 579 1,097 254 2,109 33,528



Seasoning, Sauce and Condiment Production in Canada December 2020

14 IBISWorld.com

Industry Outlook
Outlook As the domestic and international economies begin to strengthen after the

COVID-19 (coronavirus) pandemic, the Seasoning, Sauce and Condiment
Production industry in Canada is anticipated to benefit from increasing
demand for its products.

The expanding immigrant population in Canada, as well as the growing popularity of exotic spices and ingredients,
will drive demand for new, unique sauces and condiments. Interest in ethnic cuisines is expected to keep demand
afloat for imported spices and sauces. In addition to less aggressive competition from foreign producers, domestic
manufacturers will likely benefit from increased demand for their goods from international markets, supported by
diversifying consumer tastes abroad. Coupled with improving demand, the industry is forecast to benefit from less
drastic increases in the cost of key inputs, which is anticipated to moderate industry profitability. However, IBISWorld
projects industry revenue will slightly decrease at an annualized rate of 0.5% to $1.6 billion over the five years to
2025. This slight decrease in revenue can be attributed to several economic drivers such as decreasing per capita
disposable income levels, increased input costs and an appreciating Canadian effective exchange rate (CEER)
index.

DECREASING ECONOMIC DRIVERS

Over the next five years, per capita disposable income is expected to fall
at an annualized rate of 0.5%.

As consumers have less discretionary income at their disposal, demand for premium and value-added products will
slightly fall at retail stores, while foot traffic to full-service and fast food restaurants may decrease as well. Demand
for organic, all-natural and nutrient-enhanced seasonings and sauces is forecast to keep the industry's performance
afloat. While condiments account for the second-smallest share of total organic food sales, according to 2019 data
collected by the Organic Trade Association (OTA, latest data available), the organic food market is rapidly growing.
As the leading manufacturers introduce new organic products and smaller producers that specialize in organic foods
appear in the market, sales of organic condiments and sauces are forecast to grow. A shift toward organic products
will help boost industry revenue, as organic food products are priced at a premium compared with processed food.
Moreover, according to the OTA, sales of organic ethnic sauces, such as curry, chipotle, sriracha and Korean BBQ,
have endured the strongest growth rate ever of more than 23.0% in 2019. This trend is expected to continue over
the five years to 2025 as consumers' preferences continuously change.

Lower per capita disposable income will also restrict some consumers from purchasing a greater variety of imported
goods, which are usually more expensive than domestically produced sauces and seasonings. As a result,
IBISWorld anticipates imports to fall at an annualized rate of 0.3% to $1.1 billion over the five years to 2025.
Manufacturers are also expected to be negatively affected by the slight appreciation in the CEER index, which is
expected to decrease the number of exports from domestic producers. Since Canadian goods are viewed as more
costly when the CEER index appreciates, IBISWorld anticipates exports to slightly decrease at an annualized rate of
0.6% to $562.4 million over the five years to 2025.

PROFIT AND STRUCTURE

Industry profit is anticipated to remain stagnant over the five years to
2025, as the prices of some key inputs are expected to increase.
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For instance, the world price of sugar, a primary ingredient used to produce sauces and condiments, is forecast to
grow at an annualized rate of 0.7% over the five years to 2025. The uncertainty in the world price of crude oil leaves
the prices of inputs up in the air, as transportation costs are heavily affected by the price of fuel. Thus, due to the
volatile nature of key inputs, profit, measured as earnings before interest and taxes, is expected to remain stagnant
at 8.1% of industry revenue in 2025.

Moreover, manufacturers are expected to transfer their resources to high-growth markets in the upcoming years and
focus on boosting the efficiency of operations in mature markets. Consequently, the number of enterprises in this
industry is anticipated to grow at a slower rate, increasing at an annualized rate of 1.0% to 215 operators over the
five years to 2025. Additionally, industry employment is forecast to rise at an annualized rate of 0.1% to 4,481
workers during the same period, as producers increasingly rely on machinery and equipment in the production
process.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income  ($)

2020 1,591 411 212 205 4,448 579 1,097 254 2,109 33,528
2021 1,540 405 212 206 4,384 559 1,066 250 2,047 31,957
2022 1,549 402 215 209 4,417 565 1,058 252 2,042 32,422
2023 1,554 404 217 211 4,455 565 1,070 253 2,058 32,586
2024 1,550 407 219 213 4,468 563 1,074 254 2,062 32,684
2025 1,553 408 220 215 4,481 562 1,083 255 2,074 32,767
2026 1,554 407 221 216 4,495 562 1,090 255 2,083 32,874

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

LIFE CYCLE REASONS

Major markets are well-established

Manufacturers have products that are in consistent demand

The industry is anticipated to consolidate

The Seasoning, Sauce and Condiment Production industry in Canada is in the mature stage of its life cycle. Industry
value added (IVA), which measures an industry's contribution to the economy, is forecast to increase at an
annualized rate of 3.0% over the 10 years to 2025. Although IVA is growing faster than the growth in GDP, which is
projected to grow an annualized 1.8% over the 10 years to 2025, there are other factors that indicate this is a mature
industry. Along with well-established major markets, manufacturers experience full market acceptance of
seasonings, condiments and sauces. These factors suggest that the industry is well established and overall demand
is not anticipated to decline heavily anytime soon.

However, in recent years, producers have introduced a variety of new products aimed at health- and nutrition-
conscious consumers. Considering new food trends, producers also introduced new flavours and brand extensions
of existing products to keep consumers interested in their brands. Particularly, spicy sauces have grown in
popularity and are anticipated to aid the growth of sauces over the five years to 2025. In addition to new products,
leading manufacturers have acquired smaller competitors to enter new markets and strengthen their position in the
industry. Consequently, the number of establishments is expected to increase at an annualized rate of 1.2% over
the 10 years to 2025.



Seasoning, Sauce and Condiment Production in Canada December 2020

16 IBISWorld.com

Products & Markets
Supply Chain Key Buying Industries

1st Tier

Frozen Food Production in Canada

Snack Food Production in Canada

Grocery Wholesaling in Canada

2nd Tier

Convenience Stores in Canada

Supermarkets & Grocery Stores in Canada

Full-Service Restaurants In Canada

Specialty Food Stores in Canada

Hotels & Motels in Canada

Key Selling Industries
1st Tier

Dairy Wholesaling in Canada

Fruit & Vegetable Wholesaling in Canada

2nd Tier

Plastic Film, Sheet & Bag Manufacturing in Canada

Glass Product Manufacturing in Canada

Electric Power Transmission in Canada

Grain and Oilseed Milling In Canada

Plastic Bottle Manufacturing in Canada

Sugar and Confectionery Product Manufacturing In
Canada

Dairy Farms in Canada

Products & Services

  Despite the ongoing COVID-19 (coronavirus) pandemic, demand for the
Seasoning, Sauce and Condiment Production industry's products is not
expected to decrease by much.

Since the products offered by industry operators are relatively inexpensive and demand from the major markets is
not expected to decrease, demand for the industry's products is not expected to suffer as a result of the coronavirus
pandemic.

MAYONNAISE, SALAD DRESSINGS AND SANDWICH SPREADS

Mayonnaise, salad dressings and sandwich spreads are anticipated to
account for 26.5% of industry revenue in 2020.

Salad dressing sales have increased over the five years to 2020 due to growing health consciousness among
consumers, which has driven demand for healthier dishes such as salads. In fact, total health expenditure in Canada
is expected to increase at an annualized rate of 1.2% over the five years to 2020, indicating consumers move
toward more healthful foods. As demand for salads increases, food service providers begin offering a greater variety
of salads, while retail stores also introduce packaged salads to drive sales. During the period, manufacturers have
also introduced healthier varieties of mayonnaise and sandwich spreads. For instance, Hellmann's introduced a new
light mayonnaise made with 100.0% cage-free eggs and another variation that was made 100.0% vegan. Along with
new products that have boosted demand for products in this segment, higher prices driven by inflationary purchase
costs have increased this segment's share of industry revenue over the five years to 2020.



Seasoning, Sauce and Condiment Production in Canada December 2020

17 IBISWorld.com

DRY MIX FOOD PREPARATIONS

Dry mix food preparations are estimated to account for 22.9% of industry
revenue in 2020.

Products in this segment include dry rub marinades, frosting, gravy and sauce mixes. Consumers turn to these
products for cost savings, as dry mixes are usually more affordable than ready-to-use alternatives. This segment's
share of revenue has increased over the five years to 2020 as food establishments have sought to cut costs where
they can to save revenue for other growing expenses.

FLAVOURING EXTRACTS

This segment is estimated to account for 19.1% of revenue in 2020.

Flavouring extracts and liquid flavours are produced primarily for altering the flavours of natural food products such
as meat and vegetables. Emulsions are a mixture of two liquids that do not typically mix together, such as oil and
vinegar. Food colourings include dyes, pigments or substances that impart colour when added to food or drinks, and
their primary uses are to enhance colours that occur naturally and provide colour to colourless foods. Products in
this segment are typically used by food service establishments. Demand from restaurants has increased as
consumers have returned to dining out at both fast food and full-service restaurants. As a result, this segment's
share of revenue has expanded over the five years to 2020.

PREPARED SAUCES, EXCLUDING TOMATO

Prepared sauces are forecast to account for 17.3% of industry revenue in
2020.

These sauces include barbecue sauce, marinades, steak sauce, hot sauce and a variety of other specialty sauces.
Tomato sauce is excluded from this segment, as it is produced by manufacturers in the Canned Fruit and Vegetable
Processing industry in Canada (IBISWorld report 31142CA). Demand for certain sauces, including barbecue sauce
and marinades, is seasonal, with these examples peaking in the summer. Conversely, sauces that accompany red
meat and poultry are used during the holidays. Over the five years to 2020, renewed interest in cooking at home,
driven by growing health and nutrition concerns, has driven demand for innovative sauces. Moreover, demand for
ethnic flavours and ingredients has expanded due to the increased immigrant population in Canada. As a result, this
segment's share of industry revenue has increased, with this trend forecast to persist in the coming years.

SALT, PEPPER AND OTHER SPICES

Salt, pepper and other spices are estimated to comprise 14.2% of revenue
in 2020.

This segment's share of revenue has slightly decreased over the five years to 2020 due to rising health
consciousness when cooking at home and ordering out for dinner. Consumers still use salt, pepper and other spices
often to add flavour to their meals, but obesity rates, heart health and cholesterol health greatly influence dietary
choices among consumers today. Spice sales are expected to continue to rise as restaurants and other food service
providers diversify their menus and include more ethnic dishes to satisfy growing consumer demand for new
flavours.

Demand
Determinants

Demand for goods produced by the Canadian Seasoning, Sauce and
Condiment Production industry depends on a variety of factors, including
price levels, per capita disposable income, the availability of substitute
goods and product innovation.

While many industry goods are nondiscretionary due to the necessity of food products, volatile product prices can
influence the level of demand. When the prices of sauces, condiments and seasonings increase drastically at the
retail level, consumers either stock up on discounted items or purchase a smaller volume of industry goods. At the
same time, when per capita disposable income rises, consumers can purchase a greater variety of goods at retail
stores and dine out at restaurants more frequently, lifting demand for sauces and condiments. As a result of these
demand determinants, this industry is relatively resistant toward negative macroeconomic times. Despite the
COVID-19 (coronavirus) pandemic, demand for the industry's products has still endured an increase and revenue
was able to prosper over the five years to 2020.

The introduction of new products also influences the level of demand for industry products. In recent years,
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consumers have increasingly demanded healthier and more nutritious products and manufacturers have responded
by innovating to satisfy consumers. Yet, some consumers have opted to make their own sauces and condiments,
which has curbed demand for manufacturers' output.

Finally, the level of competition that manufacturers experience from foreign producers also affects demand for their
products. Over the five years to 2020, the value of imports has increased and accounts for over half the domestic
demand for industry goods in 2020. Although domestic producers have experienced growth in recent years, the
growing popularity of imported spices and sauces has placed downward pressure on demand for domestically
manufactured food.

Major Markets

  Despite the ongoing COVID-19 (coronavirus) pandemic, demand from the
Canadian Seasoning, Sauce and Condiment Production industry's major
markets is not expected to decrease.

  Due to the wide variety of products manufactured and the increases in wholesale bypass, a decrease in one market
is expected to be offset by greater demand from another market.

GROCERY WHOLESALERS

Grocery wholesalers represent the fourth-largest market for operators in
the Seasoning, Sauce and Condiment Production industry in Canada,
accounting for 8.2% of revenue in 2020.

Wholesalers supply downstream customers, including retailers and food service providers, with condiments, sauces
and seasonings. Retailers and restaurants rely on distributors for ingredients because they can provide a variety of
products and brands for a reasonable price. However, this segment's share of the market has declined over the five
years to 2020, as online ordering systems enabled some large supermarket chains to purchase products directly
from manufacturers.

RETAILERS

Supermarkets, grocery stores, convenience stores and wholesale clubs
represent the largest market for participants and are forecast to account
for 43.4% of revenue in 2020.

This segment serves as the most important point of purchase for final consumers. This segment represents the
larger retail chains that possess the purchasing power to source merchandise directly from producers. Furthermore,
major manufacturers distribute their own products to obtain greater control of their business and reduce operating
costs. This segment's share of revenue has increased over the five years to 2020, driven by the growing popularity
of wholesale clubs and supercentres and the improving performance of traditional supermarkets and grocery stores.
Additionally, supermarkets have obtained the ability to purchase directly from manufacturers (wholesale bypass)
more recently. Furthermore, wholesale bypass permits for more favourable terms of trading, as retailers can
negotiate certain conditions that were not possible with wholesalers.

FOOD SERVICE PROVIDERS
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Food service and hospitality providers are expected to account for 11.0%
of industry revenue in 2020.

Motels, hotels, restaurants, fast food chains and convention centres purchase large quantities of this industry's
products to use as ingredients for their finished food products and meals. While many single-location restaurants
and hotels purchase industry goods through wholesalers, large fast food franchises purchase condiments directly
from manufacturers. As the restaurant industry achieved substantial growth over the five years to 2020, this
segment's share of the market expanded. In the coming years, food service providers are expected to obtain greater
share of the market for industry goods as Canadians with rising incomes increasingly turn to the food service sector
to meet their dining needs.

FOOD MANUFACTURERS

Food manufacturers are anticipated to constitute 1.0% of industry revenue
in 2020.

This segment includes manufacturers that produce snack foods, frozen foods, meat, bread and bakery products,
among other items. Food manufacturers purchase key inputs from industry operators, including seasonings, salt,
flavouring extracts and sauce mixes. This segment's share of the market has declined in recent years due to the
repressed demand from bread, meat and snack food manufacturers. Moreover, slowly rising disposable incomes
and inflationary food prices caused consumers to limit their purchase of food at retail stores. However, due to the
variety of products manufactured by producers in this downstream market, declining demand from one industry is
offset by greater demand from another industry.

EXPORTS

Exports are anticipated to account for 36.4% of revenue in 2020, up from
33.1% in 2015.

This trend aligns with that of the aggregate food sector in Canada, as Canada is a net exporter of food. Moreover,
the United States is the leading destination for industry goods, constituting over 85.0% of total exports. The United
States is the largest destination for industry exports due to its participation with Canada in the United States-Mexico-
Canada Agreement (USMCA) and geographic proximity. Exports have also been boosted by the recent depreciation
of the Canadian dollar, making Canadian goods more affordable and competitive abroad.
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International Trade Exports in this industry are    High and Increasing

Imports in this industry are    High and Steady

The Seasoning, Sauce and Condiment Production industry in Canada engages in a significant amount of
international trade. In 2020, imports are anticipated to account for 52.0% of domestic demand for industry goods,
whereas exports are expected to constitute 36.4% of industry revenue. While imports are expected to increase at an
annualized rate of 1.8% to $1.1 billion over the five years to 2020, exports are anticipated to rise an annualized 4.7%
to $578.6 million during the same period.

Exports have increased during the period primarily due to the depreciation of the Canadian dollar, which makes
Canadian products more affordable in foreign markets. Specifically, the Canadian effective exchange rate index,
which compares the strength of the dollar with the currencies of Canada's major trading partners, has decreased at
an annualized rate of 1.0% over the five years to 2020, causing exports to rise significantly during the current period.
Despite a weak dollar, imports have also performed well in recent years. Rising per capita disposable income has
enabled consumers to trade up to imported goods, which are usually more expensive than domestically produced
goods. Also, while almost two-thirds of imports are sourced from the United States, the growing immigrant
population and popularity of ethnic cuisine has driven demand for seasonings and spices from China and India.
Over the five years to 2025, imports are anticipated to decrease slightly as the market for imported products
becomes saturated, and the volatility of foreign markets likely changes the landscape and top participants for trade.
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Business
Locations

  Similar to most production industries across Canada, the geographical spread of the Canadian Seasoning, Sauce and Condiment
Production industry's operators closely reflects the distribution of the population. Industry establishments are concentrated in
densely populated provinces where operators and suppliers have easy access to major markets and key inputs. Generally, the
greater the number of residents, the stronger demand will be for industry products. The downstream industries that purchase
goods from industry operators are also typically located based on population trends, such as grocery wholesalers and
supermarkets. Consequently, manufacturers benefit from lower transportation costs and the efficient distribution of inputs and
outputs.

Overall, operators in Canada are located predominantly in the regions of Quebec and Ontario, representing 27.0% and 42.0% of
industry establishments in 2020, respectively. British Columbia and Alberta follow, accounting for 21.5% and 4.5% of
establishments, respectively. The level of industry concentration is relatively consistent with highly populated areas. With a
population of more than 38.0 million people dispersed over a large geographic area, the majority of the population tends to live in
the southern part of the country, which is also home to 17 of Canada's largest cities. Ontario is the most densely populated region
in Canada, with 38.8% of the population. Quebec follows with 22.6% of the population estimated to reside in the province. Many
manufacturers operate in Quebec because providers of key inputs, including vegetables and dairy products, are in this province.



Seasoning, Sauce and Condiment Production in Canada December 2020

22 IBISWorld.com



Seasoning, Sauce and Condiment Production in Canada December 2020

23 IBISWorld.com

Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Seasoning, Sauce and Condiment Production industry in Canada exhibits a moderate level of market share
concentration. In 2020, the top three manufacturers in this industry are anticipated to account for 62.2% of industry
revenue. The largest players are major consumer product conglomerates which can take advantage of their size to
spend more on product development and marketing. However, due to the diverse range of products that are
included in this industry, it is difficult for one manufacturer to obtain significant market share of the entire industry.
Conversely, there are producers that dominate specific product segments, such as McCormick & Company Inc.'s
leading position in spices and Unilever's leading position in producing mayonnaise. IBISWorld anticipates market
share to slightly increase over the five years to 2025, as the leading manufacturers acquire smaller competitors to
enter new markets and lower operating costs.

Key Success
Factors

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

Ability to pass on cost increases:
Leading manufacturers can pass on cost increases and maintain downstream demand for their products.

Control of distribution arrangements:
Producers must establish efficient distribution networks to minimize costs and ensure the timely delivery of their
goods to downstream customers.

Economies of scale and scope:
Manufacturers that produce a greater variety and higher volume of products benefit from lower per unit costs.

Product innovation:
As consumer trends shift, it is critical for producers to reformulate their products and introduce new brands to satisfy
demand.

Supply contracts in place for key inputs:
Operators that have secured long term supply contracts with upstream suppliers benefit from the steady supply of
inputs at a fixed cost.

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 make sure that protocols exist to ensure that operations comply with social distancing
regulations.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is estimated to
account for 8.1% of industry revenue in 2020, up from 4.6% in 2015.
Sauce, condiment and seasoning manufacturers benefit from
substantial markups for their products, which helps boost profitability.
The industry also benefits from an abundant supply of key inputs,
including corn and wheat. Moreover, despite volatile purchase costs
over the five years to 2020, industry operators have been able to
increase product prices to more than offset cost increases. However,
input prices are expected to remain volatile and rise over the five years
to 2025, constraining the future profit margin.

In addition, despite the ongoing COVID-19 (coronavirus) pandemic, the
industry's profit was still able to rise due to an increase in the number of
exports and per capita disposable income. These two drivers aid the
industry's profit since operators were able to sell more products
internationally and domestically, from consumers having more income
to spend on brand-name products.

 

  Wages

Wages account for an estimated 16.0% of revenue in 2020, up slightly
from 15.8% in 2015. Wages as a proportion of revenue are high when
compared with other food processing industries because seasoning
and sauce production is relatively more labour-intensive. Despite an
increase in automation, labour is still needed for a variety of functions
including research, development and quality assurance. Moreover, the
entrance of many small operators servicing local, niche markets tend to
produce artisanal products that require more labour than capital. Thus,
IBISWorld expects wages as a share of revenue to increase over the
five years to 2025.
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  Purchases

Purchases represent the largest cost for industry operators, constituting
52.2% of revenue in 2020. This figure represents a slight increase from
2015. Some industry operators, such as those that primarily
manufacture mayonnaise, benefit from the abundant production of key
inputs in Canada. Moreover, Canada is a major producer of chicken
eggs, the primary ingredient used to make mayonnaise. Conversely,
producers that primarily manufacture spices and dressings rely more
heavily on imported ingredients, causing purchase costs to be higher.
Purchase costs are anticipated to remain steady over the next five
years, as the rising global demand for commodities boosts the price of
major inputs.

 

  Marketing

Marketing accounts for 3.7% of revenue in 2020 and is important
because advertising enables producers to differentiate their products
and charge a premium for branded products. Furthermore, larger
producers invest more in advertising than smaller producers and
manufacturers of generic brands.

 

  Depreciation

Depreciation is another important cost for the industry, estimated to
account for 1.8% of revenue in 2020. As more companies invest in
machinery to improve operating efficiencies, equipment undergoes
more wear and tear. While large producers invest in new machinery to
further automate the production process, small operators have lower
machinery costs and specialize in homemade seasonings and spices.
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  Rent

Rental expenses are estimated to account for 2.6% of industry revenue
in 2020, as operators rely on large properties to house their
manufacturing operations.

 

  Utilities

Utilities are estimated to account for 1.1% of industry revenue in 2020,
as operators rely on electricity to power machinery and equipment.

 

  Other Costs

Other costs incurred by operators include those associated with
logistics, administration, marketing and research and development.
Distribution costs also form an important part of the cost structure
because many producers directly supply their commercial customers
and various retail channels to cover as much of the domestic market as
possible. In 2020, other costs are estimated to account for 14.6% of
revenue.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  Manufacturers in the Seasoning, Sauce and Condiment Production
industry in Canada compete based on several factors, including product
quality, price and innovation.

Producers of popular brands, such as the Kraft Heinz Company and Hellmann's, experience a great deal of brand
loyalty for their products. These products, which have been on the market for decades, are known for their
consistent taste and quality. Consequently, consumers are usually willing to pay a premium for established brands.
Manufacturers of well-known brands are also able to raise their product prices without significantly curbing demand.

Conversely, industry participants also compete on price. Producers of private label brands intensely compete on
price, as the primary benefit of generic products is the affordability that they offer. Moreover, despite the
nondiscretionary nature of food products, when disposable income erodes, consumers are more inclined to limit
their purchases of industry goods and trade down to more affordable brands. Thus, the influx of private-label goods
has increased price-based competition over the five years to 2020.

Finally, operators also compete to innovate and introduce new products to the market. In recent years, growing
health concerns among consumers have driven producers to reformulate their existing products and introduce
healthier brand extensions and new products that appeal to health- and nutrition-conscious consumers.
Manufacturers that quickly respond to shifting consumer trends can obtain greater market share and strengthen
brand recognition among consumers.

EXTERNAL COMPETITION

Industry participants experience external competition from a variety of
sources, including foreign manufacturers and producers of substitute
goods.

Over the past five years, industry imports have increased substantially as demand for ethnic spices and exotic
flavours expanded. In addition, due to growing health concerns among Canadians, more consumers and food
service providers have opted to create their own sauces and condiments, slightly curbing demand for industry
goods. External competition is anticipated to increase in the coming years as consumers increasingly turn to
healthier, more natural dressings, as well as imported products.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Steady
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  Barriers to entry for the Seasoning, Sauce and Condiment
Production industry in Canada are low on average but
depend on the scale of production. Moreover, the scale of
production determines the level of capital, technology and
labour needed to begin operations. Consequently,
barriers to entry increase with scale of production,
causing prospects that cannot secure enough capital to
be unable to enter the industry.

However, prospects benefit from the variety of products
that are manufactured by industry participants. While
there are leaders in specific product segments, such as
Unilever's leading position in the mayonnaise product
segment, no single manufacturer dominates the industry
as a whole. Furthermore, prospects can target niche
market segments by specializing in organic, all natural or
ethnic products.

Entrants must also secure long-term contracts with
upstream suppliers, downstream retailers and food
service providers. Many of the leading manufacturers in
this industry have already secured significant shelf space
in retail stores; food service providers generally source
condiments and dressings from one producer.
Consequently, new entrants may experience difficulties
winning contracts with downstream customers. In
addition, while it may not be as difficult obtaining supply
contracts for producers of key inputs, new entrants may
be forced to pay higher prices than existing
manufacturers. While these factors do not represent direct
barriers to entry, they can inflate purchase costs for new
entrants.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Seasoning, Sauce and Condiment Production industry in Canada is globalized through its participation in
international trade and the foreign ownership of the leading companies in the industry. Industry imports are expected to
increase at an annualized rate of 1.8% to $1.1 billion over the five years to 2020 as demand for ethnic spices and exotic
flavours increases. In 2020, imports are estimated to account for 52.0% of the domestic demand for seasonings, sauces
and condiments. Industry exports are also expected to increase, rising at an annualized rate of 4.7% to $578.6 million
during the same period, due to the volatility driven by a depreciating Canadian dollar that makes Canadian products less
expensive in international markets. Additionally, the leading manufacturers in this industry, including the Kraft Heinz
Company (Kraft Heinz), McCormick and Company Inc. (McCormick) and Unilever, are foreign-owned companies. For
instance, Kraft Heinz is a US company, co-headquartered in Chicago and Pittsburgh. McCormick is also a US company,
headquartered in Sparks, MD, and Unilever is a European company, headquartered in London.
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Major Companies

Major Players Kraft Heinz Company

Market Share: 39.1%

Brand Names Kraft, Heinz, Grey Poupon, Bull's-Eye, 57

  The Kraft Heinz Company (Kraft Heinz) was formed from the merger of two of the United States' largest packaged
foods companies. Founded in 1869 and headquartered in Pittsburgh, HJ Heinz Company (Heinz) was a global
manufacturer of thousands of food products, including condiments, sauces, frozen foods, beans and pasta meals.
Kraft Foods Group Inc., a major manufacturer of cheese, beverages, prepared meals and other products, had a
history dating to 1923, and in 2012, was spun off from Kraft Foods Inc., with the company's global snacks division
becoming Mondelez International Inc. Heinz, which had been purchased in 2013 by Berkshire Hathaway Inc. and
Brazilian private equity company 3G Capital, completed an acquisition of Kraft Foods Group Inc. valued at $52.6
billion in July 2015, and the subsequent company was renamed the Kraft Heinz Company.

The company breaks up its revenue into 11 main groups, which include condiments and sauces; cheese and dairy;
ambient meals; frozen and chilled meals; meats and seafood; refreshment beverages; coffee; infant and nutrition;
desserts, toppings and baking; nuts and salted snacks; and other. Kraft Heinz participates in the Seasoning, Sauce
and Condiment Production industry in Canada through its condiments and sauces segment. Notable brands in this
segment include Heinz Canada condiments, A1 steak sauce and HP sauce. The company's largest manufacturing
facility in Canada is in Leamington, ON, and Kraft Heinz employs an estimated 2,700 people across Canada.

Financial performance

While the company records its financial performance in US dollars, Kraft Heinz's revenue and earnings figures in this
report are in Canadian dollars. Over the five years to 2020, Kraft Heinz's industry-relevant revenue has increased
due to consistent sales. The Heinz brand permits the company to successfully pass on a large portion of rising input
costs to consumers, preserving its margin through higher product prices. However, profit for the company has
fluctuated due to recent changes in company structure and significant investments in new brands. New product
introductions and brand extensions have helped the company boost sales volumes of industry-specific products.
IBISWorld estimates the company's industry-relevant revenue will rise at an annualized rate of 1.1% to $621.7
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million over the five years to 2020. Meanwhile, the company's operating profit, measured as earnings before interest
and taxes, is expected to decrease an annualized 6.7% to $156.6 million during the same period.

 
Kraft Heinz Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 587.3 N/C 221.1 N/C
2016 731.7 24.6 200.9 -9.1
2017 705.6 -3.6 206.2 2.6
2018 732.2 3.8 204.9 -0.6
2019 649.3 -11.3 168.0 -18.0
2020 621.7 -4.3 156.6 -6.8

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

McCormick & Company Inc.

Market Share: 16.9%

Brand Names Club House, McCormick, Lawry's

  McCormick & Company Inc. (McCormick) is one of the leading producers of spices, seasonings and flavourings in
North America. With its Canadian headquarters in London, ON, the company operates manufacturing and
distributions centres in Mississauga and London. McCormick's business is segmented into two divisions, which
include consumer and industrial. The consumer segment accounts for 61.0% of the company's total sales and the
remaining 39.0% are sales from the industrial segment. Moreover, the company operates in 150 countries across
the world, employing 12,400 full-time employees in fiscal 2019 (year-end November). Its products are marketed
under well-known brand names, including McCormick, Lawry's and Club House. In fiscal 2019, the company is
expected to generate $7.1 billion in total revenue, representing a 0.8% growth from the previous year (latest data
available).

This company operates in the Seasoning, Sauce and Condiment Production industry in Canada through its industrial
segment, which sells seasoning blends, natural spices and herbs, wet flavours, coating systems and compound
flavours to various food producers and food service businesses and half its consumer segment. Within this segment,
McCormick produces a variety of spices, seasonings and sauces, including salt, pepper, barbecue sauce and
seasoning mixes. The company is well-known for its Grill Mates product line, which includes both dry rub seasonings
(mixtures of salt, sugar and spices in blends such as Sweet and Savory, Barbecue and Smokehouse Maple) and
traditional bottled sauces (including Smoky Santa Fe, Sweet Island Pepper and Vintage Smokehouse with Honey).
Historically, the company has achieved growth by introducing new products and by acquiring smaller companies.
For instance, in August 2015, the company acquired Texas barbecue sauce maker Stubb's for $99.4 million. New
products launched under the Club House brand include the salt-free One Step seasonings and gluten free gravy
mixes. In addition, in 2017, the company acquired Reckitt Benckiser's Food Division (RB Foods) for $5.4 billion. RB
Foods includes brands such as; French's, Frank's RedHot and Cattlemen's.

Financial performance

Over the five years to fiscal 2020, McCormick has achieved growth by introducing new products, acquiring smaller
competitors and through favourable pricing actions. During the previous period, the company launched Club House
brand grinders, a format that provides convenience to consumers. Other new brand extensions that have driven
revenue growth include new marinade flavours, salt free seasonings and gluten free gravy mixes. In addition to new
products, the company benefited from raising its product prices, driven by growing ingredient costs. Overall,
IBISWorld anticipates this company's industry-relevant revenue to grow at an annualized rate of 6.6% to $269.6
million over the five years to fiscal 2020. Subsequently, the company's operating profit, measured as earnings
before interest and taxes, is also expected to increase, rising an annualized 15.5% to $51.4 million during the same
period.
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McCormick & Company Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2014-15 196.0 N/C 25.0 N/C
2015-16 204.0 4.1 30.7 22.8
2016-17 219.0 7.4 32.4 5.5
2017-18 245.4 12.1 41.2 27.2
2018-19 253.4 3.3 45.4 10.2
2019-20 269.6 6.4 51.4 13.2

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD); **Year-end November

Unilever

Market Share: 6.2%

Brand Names Hellmann's

  Unilever, headquartered in London, was first established in 1930 and has grown to become one of the largest global
producers and suppliers of consumer goods. The company's three operating segments include beauty and personal
care, food and refreshments and home care. Unilever is the top-selling producer of frozen foods in Europe, the
category leader in mayonnaise and spreads in most European countries and North America, as well as the world's
leading ice cream producer and the largest seller of packaged tea. Some of its popular brands include Lipton,
Vaseline, Knorr and Wall's.

Unilever participates in the Seasoning, Sauce and Condiment Production industry in Canada through its food and
beverages segment. The company produces mayonnaise and salad dressings under brand names, including
Hellmann's and Ragu. The company has achieved growth by introducing new products under these brands. For
instance, in 2019 the company reformulated its Hellmann's mayonnaise dressing to be completely vegan, to keep up
with consumers' demands and changing trends. Additionally, Unilever is continuing to change its packaging and
manufacturing operations to more eco-friendly practices and renewable packages. These adjustments have enabled
the company to keep their revenue afloat, by adapting to what consumers are demanding from large corporations, in
terms of quality and well-being for the planet.

Financial performance

While Unilever's financial results are denominated in euros, the company's financial performance is expressed in
Canadian dollars in this report. Due to unfavourable exchange rates, Unilever's industry-relevant revenue has been
inconsistent and is anticipated to decrease at an annualized rate of 2.0% to $99.2 million over the five years to 2020.
Although the company benefited from the growing demand for its products, and higher prices that helped boost its
performance, higher input costs lowered the company's earnings during the period. In addition, higher commodity
costs are expected to slow the company's operating profit growth over the five years to 2020. The company's
operating profit, measured as earnings before interest and taxes, is expected to decrease an annualized 2.6% to
$17.1 million over the five years to 2020.

 
Unilever (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 109.8 N/C 19.5 N/C
2016 110.1 0.3 19.2 -1.5
2017 109.9 -0.2 20.0 4.2
2018 103.5 -5.8 42.1 110.5
2019 95.9 -7.3 15.8 -62.5
2020 99.2 3.4 17.1 8.2

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

Other Companies Although the Seasoning, Sauce and Condiment Production industry in Canada is moderately concentrated, many
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consumers are loyal to the Kraft Heinz Company's sauces, Unilever's Hellmann's mayonnaise and McCormick and
Company Inc.'s Grill Mates seasonings. All other industry producers operate on a much smaller scale than these
companies and do not have as much bargaining power with food service establishments or with retailers to receive
optimal shelf space. However, encouraged by relatively low barriers to entry, many industry companies are small,
independent businesses that enter the industry and cater to a local market.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Seasoning, Sauce and Condiment Production industry
in Canada exhibits a low level of capital intensity. Using
wages as a proxy for labour and depreciation as a proxy for
capital, IBISWorld estimates that for every $1.00 spent on
labour in the industry, $0.11 will be spent on capital in
2020. Manufacturers rely on machinery, equipment and
computer software systems to automate the production
process. However, industry participants also rely on
manual labour to oversee and manage every step of
production, from sourcing inputs to packaging and
distributing finished goods to downstream customers. This
industry has become slightly more capital-intensive over
the past five years, due to the increased use of heavy
equipment and packaging machines, though participation
from small, local shops that spend more on wages as
opposed to machinery have kept capital intensity afloat.
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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.

Low Innovation
Concentration

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

High Ease of Entry Likely 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.

High Market
Concentration

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

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

This technology trend is underscored by structural factors that support new entrants. An accommodative structure can
create a situation where small entrants can focus on less profitable albeit innovative industry entry points. Or, large
operators in other industries can leverage expertise in other areas to enter the industry from a new angle.

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

The most relevant disruptive force in the Canadian Seasoning, Sauce and
Condiment Production industry is the use of pesticides, antibiotics and
hormones during the production of key ingredients of industry products.

Many farmers of key ingredients such as herbs and tomatoes use pesticides to help boost yields. Similarly, animal farmers
that supply the industry, such as dairy farmers, use antibiotics and hormones to encourage production. Pesticides are used
to kill agricultural pests that can decimate crops. However, if humans consume the pesticides in large amounts, it can
cause health problems. Similarly, in animal farming, antibiotics and hormones are used to encourage the growth and health
of the animal to bring a bigger profit. However, with recent health trends, these chemicals have become controversial.
Consumers are paying closer attention to the farming practices of where their food originates from and becoming more
aware of the chemicals used. Many of these chemicals are becoming unpopular. To remain favourable with consumers,
many operators are forced to turn away from sources that use these chemicals despite these sources possibly being the
more economical choice.

The level of technology change is    Medium

  Large-scale manufacturers in the Seasoning, Sauce and Condiment
Production industry in Canada rely heavily on technology and systems to
produce their goods.
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In recent years, operators have increasingly relied on computer software to help boost the efficiency of production and
improve product quality. Computer-aided manufacturing helps industry participants schedule production and monitor
products as they move through the different stages of production. New technology has reduced this industry's reliance on
low-skilled labour. Equipment such as collators, conveyor lines, automated case packers and carton drops further
streamlined the production process.

New equipment that improves the quality of seasonings, sauces and condiments has been introduced in recent years. For
instance, EnWave Corporation invented the radiant energy vacuum technology, which uses a combination of vacuum
pressure and microwave energy to enhance the flavour profile and shelf life of spices and other ingredients used to produce
industry goods. Furthermore, this technology has also enabled producers to improve their efficiency, tracking ability and
processing protocols.

Packaging technology has also improved to ensure freshness for perishable products, such as sauces and condiments.
The techniques most frequently used are canning or bottling accompanied by heat treatment, refrigeration or freezing,
fermentation, drying, pickling and chemical preservation. In addition to lengthening the shelf life of products, there are also
secondary objectives, such as making the product more convenient and improving the packaging and presentation of a
product. Additionally, operators have begun to use thermal energy storage to recover and reuse wasted heat from
production, reducing operating costs in the long term.

Revenue
Volatility

The level of volatility is    Medium

  Over the five years to 2020, the Canadian Seasoning, Sauce and Condiment
Production industry's revenue has had a medium to high level of volatility.

Fluctuations in the industry are a function of several different factors, including input costs, per capita disposable income,
external competition and downstream demand. While food represents a nondiscretionary purchase for consumers, when
disposable income erodes, consumers cut back on their purchases of dressings and condiments and trade down to more
affordable brands. Therefore, lower income levels place downward pressure on demand for industry goods, reducing
revenue.

The cost of inputs also influences industry revenue. For instance, as the price of key ingredients used to produce sauces
and condiments increases, producers either absorb the costs at the expense of earnings or pass on the cost increases to
downstream customers by raising their product prices. While raising prices can lead to revenue growth when demand is
high, higher prices can also curb demand for goods, which decelerates revenue growth.

Industry revenue is also a function of external competition and changes in downstream demand. Over the five years to
2020, imports grew to account for over half the domestic demand of industry goods. As imported sauces and condiments
grew more popular in the domestic market, industry participants experience intensifying competition. Increased import
competition can also cause domestic producers to engage in price-based competition to maintain market share, further
hampering industry revenue growth. Food trends and new products can also drive growth for the industry.
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Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

The Seasoning, Sauce and Condiment Production industry in Canada is
primarily regulated by the Canadian Food Inspection Agency (CFIA), which
aims to protect the health and safety of consumers by collaborating with
industries, consumers and federal organizations.

The agency has designed numerous acts and regulations that pertain to industry participants, including the Canada
Agricultural Products Act, Food and Drugs Act and Safe Food for Canadians Act (SFCA). The SFCA, which was enacted in
2012, establishes standards for the proper inspection of food products, as well as general labelling and advertising
guidelines for food manufacturers.

Furthermore, the CFIA plans to implement a standardized set of inspection criteria for all food manufacturers soon. Under
the SFCA, the agency encourages producers to develop preventative control plans to ensure product safety. However, the
new requirements will mandate all food producers, not just meat and dairy manufacturers, to maintain the quality and safety
of their finished goods. This new program will increase the CFIA's oversight and inspection of industry participants and
require manufacturers to obtain a federal licence to continue operations. 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.

Industry
Assistance

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

The Seasoning, Sauce and Condiment Production industry in Canada receives
a moderate level of direct assistance from the government in the form of
import tariffs.

Moreover, tariff rates vary for each product manufactured by industry participants. For example, imported soya sauce incurs
a tariff of 9.5% per kilogram. Additionally, imports of mayonnaise and salad dressing are charged with a tariff of 11.0% per
kilogram.

Manufacturers also receive indirect assistance from provincial trade associations, such as the British Columbia Food
Processions Association and general trade associations such as the Food and Consumer Products of Canada (FCPC). The
FCPC's main initiative is to act as a liaison between food and beverage producers and the government. The association is
also committed to establishing and sharing best practices and resources with its members.

In addition, due to the spread of COVID-19 (coronavirus), the Canadian government has instituted a variety of assistance
programs that various industry operators are expected to qualify for. For example, the Canada Emergency Wage Subsidy
covers a portion of an employee's wages for eligible employers that have been negatively affected by the coronavirus
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
disposable
income ($)

2011 1,248 292 179 174 3,205 327 545 176 1,465 28,392
2012 1,332 282 176 171 3,472 354 627 188 1,605 28,883
2013 1,510 385 179 174 3,892 357 726 225 1,879 29,369
2014 1,590 411 186 181 4,254 383 825 249 2,031 29,466
2015 1,387 304 195 190 3,749 460 1,002 219 1,929 30,804
2016 1,459 355 195 190 4,073 495 1,035 237 1,999 30,333
2017 1,597 438 205 199 4,407 513 1,075 252 2,158 30,713
2018 1,516 396 207 201 4,237 540 1,090 242 2,067 30,873
2019 1,521 381 205 199 4,274 547 1,079 244 2,052 31,217
2020 1,591 411 212 205 4,448 579 1,097 254 2,109 33,528
2021 1,540 405 212 206 4,384 559 1,066 250 2,047 31,957
2022 1,549 402 215 209 4,417 565 1,058 252 2,042 32,422
2023 1,554 404 217 211 4,455 565 1,070 253 2,058 32,586
2024 1,550 407 219 213 4,468 563 1,074 254 2,062 32,684
2025 1,553 408 220 215 4,481 562 1,083 255 2,074 32,767

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2011 -1.74 6.42 -3.25 -2.80 -2.68 4.16 0.77 -4.76 -2.07 -0.58
2012 6.74 -3.23 -1.68 -1.73 8.33 8.21 15.1 6.70 9.51 1.73
2013 13.4 36.5 1.70 1.75 12.1 0.67 15.7 19.7 17.1 1.68
2014 5.24 6.59 3.91 4.02 9.30 7.45 13.7 10.5 8.08 0.33
2015 -12.8 -26.1 4.83 4.97 -11.9 19.9 21.5 -12.1 -5.01 4.54
2016 5.18 16.8 0.00 0.00 8.64 7.61 3.27 8.46 3.61 -1.53
2017 9.48 23.6 5.12 4.73 8.20 3.78 3.83 6.28 7.97 1.25
2018 -5.06 -9.72 0.97 1.00 -3.86 5.12 1.44 -3.89 -4.24 0.52
2019 0.31 -3.74 -0.97 -1.00 0.87 1.42 -1.06 0.78 -0.70 1.11
2020 4.59 7.90 3.41 3.01 4.07 5.69 1.66 4.17 2.76 7.40
2021 -3.19 -1.54 0.00 0.48 -1.44 -3.32 -2.83 -1.77 -2.96 -4.69
2022 0.59 -0.62 1.41 1.45 0.75 1.07 -0.70 0.72 -0.21 1.45
2023 0.27 0.39 0.93 0.95 0.86 -0.04 1.09 0.71 0.78 0.50
2024 -0.24 0.71 0.92 0.94 0.29 -0.47 0.39 0.19 0.16 0.29
2025 0.20 0.22 0.45 0.93 0.29 -0.04 0.80 0.27 0.59 0.25

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 23.4 37.2 26.2 389 14.1 17.9 54,945
2012 21.2 39.1 26.6 384 14.1 19.7 54,119
2013 25.5 38.6 23.6 388 14.9 21.7 57,811
2014 25.8 40.6 24.1 374 15.6 22.9 58,439
2015 21.9 51.9 33.1 370 15.8 19.2 58,309
2016 24.3 51.8 33.9 358 16.3 20.9 58,213
2017 27.5 49.8 32.1 362 15.8 21.5 57,182
2018 26.1 52.8 35.6 358 16.0 20.5 57,163
2019 25.0 52.6 36.0 356 16.0 20.8 57,113
2020 25.8 52.0 36.4 358 16.0 21.0 57,172
2021 26.3 52.1 36.3 351 16.2 20.7 56,980
2022 26.0 51.8 36.5 351 16.2 20.5 56,962
2023 26.0 52.0 36.4 349 16.3 20.5 56,880
2024 26.2 52.1 36.3 347 16.4 20.4 56,826
2025 26.3 52.2 36.2 347 16.4 20.4 56,818

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

The Association for Dressings & Sauces
http://www.dressings-sauces.org

Food, Health & Consumer Products of Canada
http://www.fhpc.ca

British Columbia Food & Beverage
http://www.bcfb.ca

Canadian Manufacturers & Exporters
http://www.cme-mec.ca

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

Industry Jargon COMPUTER-AIDED MANUFACTURING
The use of computer software to control machine tools and related machinery.

RADIANT ENERGY VACUUM
Technology that combines vacuum pressure and microwave energy to enhance the flavour profile and shelf life of
ingredients.

WHOLESALE BYPASS
The ability for retailers and food service providers to save on operating costs by sourcing inputs directly from
manufacturers rather than wholesalers.

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

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

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

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

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

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

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

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

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