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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 is still expected to increase slightly in the Canadian Soda Production industry despite the COVID-19
(coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· The average industry profit margin has decreased over the five years to 2021 due to unfavourable consumer
trends and uncertain economic conditions from coronavirus. For more detail, please see the Cost Structure
Benchmarks chapter.

· Demand from the industry's major markets is expected to remain relatively stable, despite economic uncertainty
due to coronavirus pandemic. For more detail, please see the Major Markets chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This industry primarily produces carbonated soft drinks, energy and sports drinks. Products are created by blending

various ingredients with artificially carbonated water. Producers of bottled water, ready-to-drink teas and coffees and
juice manufacturers are excluded from this industry.

Major Players PepsiCo

The Coca-Cola Company

Main Activities The primary activities of this industry are:

Manufacturing carbonated soft drinks

Producing energy drinks

Producing sports drinks

The major products and services in this industry are:

Cola-flavoured CSDs

Diet cola-flavoured CSDs

Other carbonates

Energy and sports drinks
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Supply Chain

SIMILAR INDUSTRIES

Syrup & Flavouring Production in
Canada

Bottled Water Production in
Canada

Juice Production in Canada Plastic Bottle Manufacturing in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Soft Drink & Bottled Water
Manufacturing

Soda Production in the US Soft Drink Manufacturing in
Australia

 



Soda Production in Canada April 2021

7 IBISWorld.com

Industry at a Glance
Key Statistics

$3.5bn
Revenue

Annual Growth

2016–2021

0.4%

Annual Growth

2021–2026

-0.5%

Annual Growth

2016–2026

 

$223.6m
Profit

Annual Growth

2016–2021

-7.2%

  Annual Growth

2016–2021

 

6.3%
Profit Margin

Annual Growth

2016–2021

-3.0pp

  Annual Growth

2016–2021

 

89
Businesses

Annual Growth

2016–2021

2.4%

Annual Growth

2021–2026

1.3%

Annual Growth

2016–2026

 

9,811
Employment

Annual Growth

2016–2021

-1.6%

Annual Growth

2021–2026

0.0%

Annual Growth

2016–2026

 

$427.1m
Wages

Annual Growth

2016–2021

-4.8%

Annual Growth

2021–2026

-0.1%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

-1.9%
World price of sugar

7.7%
World price of aluminum

1.8%
Per capita disposable income

0.4%
Total health expenditure

1.5%
Canadian effective exchange rate
index

-3.5%
Per capita soft drink consumption

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Barriers to Entry

High / Increasing

MIXED IMPACT

  Revenue Volatility
Medium   Capital Intensity

Medium

  Industry Assistance
Medium / Steady   Regulation & Policy

Medium / Increasing

  Technology Change
Medium   Industry Globalization

Medium / Steady

NEGATIVE IMPACT

  Life Cycle
Decline   Competition

High / Increasing

 

Key Trends

 Heavier regulation, along with regional preferences, keeps
exports low

 Craft sodas have also begun emerging as consumer
preferences shift toward natural products

 Increasing competition has put pressure on prices, and
therefore, on profit as well

 Growing health consciousness will likely cause some
consumers to drink substitute beverages

 Despite more companies entering the industry, industry
employment is expected to stagnate

 Provincial governments have tried to limit soda consumption
by passing various regulations

 Industry profit has decreased as the price of key inputs
fluctuated significantly
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  Low Product/Service Concentration

   

WEAKNESSES

  High Competition

  Decline Life Cycle Stage

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  Total health expenditure

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Flat soda: Operators will likely have to contend with intensifying external
competition

The Soda Production industry in Canada produces carbonated soft drinks (CSDs), energy drinks and sports drinks.
Over the five years to 2021, industry operators have endured declining domestic demand for regular and diet soda,
mainly driven by growing health concerns among Canadians. However, the robust growth of energy drink brands
has kept the industry from a drastic decline. Producers have also invested in developing or acquiring new
noncarbonated drink brands to meet evolving demand for beverages. Overall, IBISWorld estimates industry revenue
to rise an annualized 0.4% to $3.5 billion over the five years to 2021, including an increase of 0.3% in 2021 alone.
Despite the negative trends endured by industry operators, the industry has been able to slightly grow as the value
of industry exports has increased, rising an annualized 5.7% to $113.9 million over the five years to 2021.

In addition, despite the poor performance of companies' soft drink business lines, industry revenue has been
somewhat offset by growing demand for energy drinks and sports drinks. These products are still in the growth
stage of their life cycles, enabling producers to capitalize on the expanding adoption of these functional beverages.
Despite growth in this segment, consumption has been curbed by new regulations and media coverage of the health
consequences associated with drinking caffeinated and sweetened beverages. Even with the introduction of
healthier soda, sales have been curbed since taxes and bans on soda have been implemented by state and local
governments. As a result, industry profit has decreased as the price of key inputs, such as sugar and aluminum,
fluctuated significantly. Declining industry profit can also be attributed to the COVID-19 (coronavirus) pandemic and
the resulting decrease in consumer spending that often occurs during uncertain economic conditions.

Over the five years to 2026, industry operators are anticipated to experience declining soft drink sales. Operators
will likely have to contend with intensifying competition from producers in the Canadian Bottled Water Production
industry (IBISWorld report 31211bCA) and the Canadian Juice Production industry (31211cCA), as consumers
demand healthier beverages. Furthermore, more individuals will likely substitute regular and diet CSDs for
carbonated water and ready-to-drink tea, which also provide caffeine and refreshment. Due to these trends, industry
revenue is expected to decline, falling an annualized 0.5% to $3.5 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Per capita soft drink consumption

Industry revenue depends on the level of demand for both regular and diet carbonated soft drinks. Due to growing
health concerns, many consumers have begun to limit their consumption of sugary beverages. Per capita soft drink
consumption is anticipated to decrease in 2021, posing a potential threat to the industry.

 

Total health expenditure

The products this industry produces are known to have adverse health effects. As consumers become more health
conscious, they often turn away from carbonated soft drinks. The number of health-conscious consumers can be
reflected by total health expenditure. Total health expenditure is anticipated to rise in 2021.

 

Per capita disposable income

While soft drinks are relatively inexpensive for consumers, changes in price and income can influence demand. As
discretionary income rises, consumers are more likely to trade up to branded soft drinks and purchase packaged
beverages, helping lift industry revenue. In 2021, per capita disposable income is projected to decrease; however,
the decline is anticipated to be marginal, representing a potential opportunity for the industry.

 

Canadian effective exchange rate index

Although producers of finished beverages engage in minimal international trade due to the high cost of shipping
bottled beverages across long distances, this industry imports and exports its goods. As the Canadian dollar
appreciates relative to the currencies of its major trading partners, as measured by the Canadian effective exchange
rate (CEER) index, imported beverages become more affordable in the domestic market, increasing competition for
producers. In 2021, the CEER index is expected to increase.

 

World price of aluminum

Sodas are often sold in aluminum cans. Therefore, an increase in the price of aluminum makes it more expensive
for producers to bottle their product, limiting profit growth. However, producers can pass price increases downstream
and raise their own selling prices. In 2021, the world price of aluminum is anticipated to increase.

 

World price of sugar

Sugar and high fructose corn syrup are used to sweeten carbonated soft drinks, energy drink and sports drinks.
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Therefore, an increase in the price of these inputs causes producers to either raise the prices they charge
downstream customers or absorb these costs, spurring revenue growth, but affecting profit. The world price of sugar
is expected to increase in 2021.

 

Current
Performance

Operators in the Soda Production industry in Canada have endured
numerous challenges in recent years.

Increasing research of the health consequences of drinking sugary beverages, along with new government
regulations that restrict the sale of soft drinks in public spaces, have placed downward pressure on demand for
soda. To combat declining sales volumes of carbonated soft drinks (CSDs), leading soda producers have introduced
a variety of brand extensions. Additionally, the growing popularities of energy drinks and artisanal craft sodas have
helped offset a sharp decline in traditional product sales. Due to efforts to boost companies' industry-relevant
revenue, sales of soft drinks combated have drastic demand declines, and industry revenue is estimated to increase
slightly, growing at an annualized rate of 0.4% to $3.5 billion over the five years to 2021. In 2021 alone, revenue is
anticipated to rise 0.3%, which can be mainly attributed to an expected economic recovery following the COVID-19
(coronavirus) pandemic. The coronavirus pandemic caused consumer spending to decrease drastically in 2020, but
it is expected to rebound in 2021, supporting industry sales.

HEALTH-CONSCIOUS ERA

Total health expenditure has increased at an annualized rate of 1.0% over
the five years to 2021, including a projected increase of 2.1% in 2021
alone.

Various factors have driven consumers to become more health conscious in recent years. First, the media has
educated consumers on the consequences of drinking large volumes of sugary beverages, including the risk of
getting diabetes and suffering from a high body mass index. In addition to greater media coverage, the government
has implemented various regulations to help curb soda consumption. Prior to the period, the Ontario government
banned the sale of soda in elementary schools, while Toronto banned the sale of both soda and energy drinks in
public areas, such as community centres and arenas. Partly driven by these initiatives, per capita soft drink
consumption is estimated to contract, falling at an annualized rate of 2.7% over the five years to 2021.

Heavier regulation, along with regional preferences, keeps exports low. More importantly, CSD and energy drink
producers engage in a limited amount of international trade because the value of packaged beverages is low when
compared with the cost of transporting and distributing industry goods. However, there is significant international
trade of fountain soft drink syrups, which are produced by the Syrup and Flavouring Production industry in Canada
(IBISWorld report 31193CA). As a result, the value of industry exports has increased at an annualized rate of 5.7%
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to $113.9 million over the five years to 2021. While domestic operators have experienced consistent competition
from foreign producers, a depreciating Canadian dollar has helped encourage export growth. In addition, the value
of imports is estimated to fall at an annualized rate of 0.6% to $624.6 million over the five years to 2021.

INDUSTRY INNOVATION

Due to falling sales volumes of CSDs, many of the leading soda producers
have introduced a variety of new products and brand extensions to offset
lower sales of their flagship brands.

Specifically, producers have expanded their low- and zero-calorie offerings. Some of these beverages are still made
with real sugars, as opposed to aspartame, to appeal to consumers that prefer the taste of corn syrup-sweetened
soda, but still want reduced calories. For example, The Coca-Cola Company introduced new mid-calorie sodas in
2014 in response to falling diet soda sales. Product innovation has spurred growth in research and development for
the industry. Conversely, industry employment has still decreased, falling at an annualized rate of 1.6% to 9,811
workers over the five years to 2021. This decrease in employment is partially due to more advanced machinery,
which has automated some tasks previously done by employees.

Craft sodas have also begun emerging during the period, as consumer preferences shift toward healthier and
natural products. Craft producers often use all-natural flavouring and can give off a homemade feel due to their
relatively small scale of production. Growth in the energy and sports drinks product segments has also helped offset
the effect of declining soft drink sales. Although consumers have become more health conscious in recent years,
energy and sports drink consumption has increased due to the relatively nascent characteristic of these products.
Moreover, leading energy drink producers, such as Red Bull GmbH and Monster Beverage Corporation, have
obtained a significant following among young adults through branding and celebrity or athlete endorsements.

Nevertheless, Health Canada transitioned energy drinks from being considered as natural health products to food in
2013. As a result of this transition, Health Canada now restricts the level of caffeine in energy drinks, requires
clearer labelling and prohibits the sale of premixed alcoholic beverages with caffeinated energy drinks. While new
regulations may pose an inconvenience to beverage producers, they have not curbed demand for energy drinks.
Due to the rapid rise of functional beverages and craft sodas, numerous new companies have entered the market.
While this growth is offset by smaller companies exiting the industry due to declining revenue, the number of
industry enterprises has grown, increasing at an annualized rate of 2.4% to 89 companies over the five years to
2021.

DECLINING PROFIT

This industry is dominated by major players such as the Coca-Cola
Company and Pepsi, which consistently generate profit above 15.0%.

These producers maintain contracts with key buyers and suppliers, which shield them from macroeconomic swings.
With more than half of industry establishments employing fewer than 10 people, many smaller operators in the
industry are often hit harder by cyclical economic conditions. Over the five years to 2021, the price of key inputs,
namely sugar and aluminum, have been highly volatile. For instance, the world price of sugar oscillated by double
digits during most of the reporting period. Similarly, the world price of aluminum rose 22.7% in 2017 before falling
14.9% in 2019 and rising 7.7% in 2021. Unstable input costs make it difficult for producers to plan price models
accordingly, forcing smaller producers to absorb higher costs, thereby slimming profit. Additionally, increasing
competition has put pressure on prices, and therefore, on profit as well. As a result, industry profit, defined as
earnings before interest and taxes, is expected to decrease, accounting for 6.3% of revenue in 2021, down from
9.3% in 2016.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita soft
drink

consumption
(Gallons)

2012 3,464 806 81.0 49.0 10,152 73.6 385 548 3,775 80.0
2013 3,433 803 90.0 61.0 11,497 65.0 436 546 3,804 75.6
2014 3,419 791 93.0 65.0 11,021 54.9 497 546 3,861 71.8
2015 3,508 775 99.0 73.0 10,550 72.9 617 551 4,053 68.7
2016 3,484 930 101 79.0 10,632 86.3 645 546 4,043 62.7
2017 3,307 755 104 80.0 8,468 74.2 640 464 3,873 60.0
2018 3,270 751 108 82.0 9,023 120 586 466 3,736 58.3
2019 3,549 746 109 83.0 9,741 134 584 425 3,999 56.1
2020 3,539 611 112 87.0 9,790 144 660 426 4,055 55.3
2021 3,549 714 115 89.0 9,811 114 625 427 4,060 54.7
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Industry Outlook
Outlook Operators in the Canadian Soda Production industry are expected to

experience a challenging environment over the five years to 2026.

Per capita soft drink consumption is anticipated to continue its downward trajectory, falling at an annualized rate of
1.0% over the next five years, as many drinkers try to curb consumption or eliminate soda from their diets altogether.
Demand from downstream markets is expected to stagnate as state and local governments push for the passage of
additional taxes on sugary beverages. Also, growing health consciousness will likely cause some consumers to
drink substitute beverages that are considered healthier than carbonated soft drinks (CSDs), such as juice and tap
and bottled water. While energy and sports drink consumption is forecast to grow over the coming years, the growth
of these product segments will likely decelerate compared with the five years to 2021 as the market for these goods
becomes saturated. Consequently, growth in other beverage segments will not likely be enough to offset the decline
of soda consumption, which is expected to cause industry revenue to decline at an annualized rate of 0.5% to $3.5
billion over the five years to 2026.

CHANGING CONSUMER PREFERENCES

Health concerns are anticipated to drive consumers to seek healthier
beverages over the coming years.

Health Canada's recommendations for healthy drinking and eating habits, in addition to the media's coverage on
soda and its health effects, will likely continue to place downward pressure on soda consumption. Instead, more
consumers will likely turn to tap, still and carbonated bottled water, as well as alternative packaged beverages
produced by operators in the Juice Production industry in Canada (IBISWorld report 31211cCA). Competitors in the
domestic Juice Production industry are expected to innovate and introduce healthier alternatives to soft drinks,
placing downward pressure on demand for industry goods. In response to growing competition, soda producers are
expected to introduce a variety of new brand extensions made with healthier sweeteners and ingredients.

Moreover, due to the perceived health benefits provided by tea, many drinkers are expected to replace soda with
ready-to-drink (RTD) tea. In addition to being a healthier and more nutritious option, caffeinated RTD tea provides
energy, which is one of the primary drivers of soft drink consumption. However, due to new interests in niche
markets, such as functional beverages and craft sodas, numerous new companies have entered the market. This is
expected to cause the number of enterprises to increase at an annualized rate of 1.3% to 95 companies over the
five years to 2026. Despite more companies entering the industry, industry employment is expected to stagnate at
an estimated 9,797 workers during the same period.

FAVOURABLE TRENDS

Despite falling soda sales, energy drinks and sports drinks are anticipated
to become more popular over the next five years, helping decelerate the
industry's downward spiral.

However, these products are expected to grow at a slower rate than over the past five years as the market for
energy and sports drinks becomes more saturated. Due to the popularity of energy drinks among younger
individuals, provincial governments have tried to limit consumption by passing various regulations. As new
legislation gets passed at the provincial level, including a ban on selling energy drinks to people younger than 19 in
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Nova Scotia, these efforts could further limit growth of these functional beverages.

Despite increasing demand for caffeinated drinks, such as energy drinks, international trade is expected to dwindle.
For example, the value of industry imports is expected to decline an annualized 0.3% to $615.0 million over the five
years to 2026. The value of exports is also anticipated to decrease, falling an annualized 0.6% to $110.4 million
during the same period. This trend is further facilitated by the expected appreciation of the Canadian dollar with
respect to the US dollar, making domestic goods more expensive.

In addition to the growing popularity of energy and sports drinks, the industry is anticipated to suffer from declining
profit over the next five years. Various factors, including increased input costs, are expected to drive this decrease.
IBISWorld estimates that industry profit, defined as earnings before interest and taxes, will account for 6.0% of
revenue in 2026, down from 6.3% in 2021.

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
 (Gallons)

2021 3,549 714 115 89.0 9,811 114 625 427 4,060 54.7
2022 3,535 707 117 91.0 9,796 113 626 426 4,048 54.3
2023 3,517 699 118 92.0 9,778 112 623 425 4,029 53.8
2024 3,503 691 120 93.0 9,762 112 621 424 4,012 53.3
2025 3,482 680 121 94.0 9,788 111 618 425 3,989 52.7
2026 3,464 693 122 95.0 9,797 110 615 425 3,969 52.1
2027 3,446 689 123 96.0 9,783 110 612 424 3,949 51.6
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

IVA is expected to underperform compared with the overall economy

There are clearly segmented product groups in the industry

Per capita soft drink consumption is anticipated to decline

The Soda Production industry in Canada is in the declining stage of its life cycle. Industry value added (IVA), which
measures an industry's contribution to the overall economy, is projected to decrease an annualized 2.9% over the
10 years to 2026. However, Canadian GDP is forecast to grow at an annualized rate of 1.7% during the same
period, indicating that this industry is declining. In addition to its decreasing IVA, other factors, such as lower per
capita soft drink consumption, industry concentration and clearly segmented product groups, point to the decline of
this industry.

Additionally, per capita soft drink consumption is forecast to contract at an annualized rate of 1.8% over the 10 years
to 2021. This decline has primarily been driven by shifting consumer tastes, growing health concerns that
discourage soda consumption and the introduction of healthier substitute beverages. To combat falling sales
volumes, producers have introduced a variety of lower- and zero-calorie brand extensions to appeal to consumers
that seek to limit their calorie consumption from beverages.

Conversely, sales of energy and sports drinks are anticipated to increase moving. These products are still in the
growth stage of their life cycle, as they were introduced to the market more recently. Nevertheless, growing health
concerns and new regulations that limit the consumption of these beverages in public spaces may somewhat curb
demand to the detriment of producers. Overall, the two distinct product segments in this industry, regular and diet
soft drinks, are expected to continue to experience sales declines.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Grocery and Related Product Wholesalers In Canada

Grocery Wholesaling in Canada

Soft Drink Wholesaling in Canada

2nd Tier

Vending Machine Operators in Canada

Gas Stations with Convenience Stores in Canada

Supermarkets & Grocery Stores in Canada

Specialty Food Stores in Canada

Key Selling Industries
1st Tier

Miscellaneous Durable Goods Wholesalers In Canada

Industrial Supplies Wholesaling in Canada

2nd Tier

Plastic Bottle Manufacturing in Canada

Aluminum Manufacturing in Canada

Syrup & Flavouring Production in Canada

Sugar and Confectionery Product Manufacturing In
Canada

Seasoning, Sauce and Condiment Production in Canada

Products & Services

  Products manufactured in the Canadian Soda Production industry, which
primarily include carbonated soft drinks (CSDs), are bottled in cans, glass
bottles and plastic bottles.

Manufacturers have added a variety of can and bottle sizes to their product lines, particularly smaller single-serve
bottles, to appeal to busy consumers and those that want to consume less calories. Producers have tried to combat
the declining demand for both regular and diet soda by introducing new flavours and brand extensions that are
made with natural sweeteners such as stevia. In addition, due to the COVID-19 (coronavirus) pandemic, demand for
the industry's products has decreased slightly as consumers have been more cautious on what discretionary
products they purchase during periods of economic uncertainty.

COLA-FLAVOURED CSDS

Cola sodas that are sweetened with sugar, corn syrup and other natural
sweeteners are included in this product category.

Although the popularity of cola-flavoured soft drinks has waned in recent years due to growing health concerns, this
product segment still accounts for an estimated 42.4% of industry revenue in 2021, decreasing as a share of
revenue over the five years to 2021. In addition to escalating health concerns, lower disposable income early during
the period caused consumers to trade down to private-label products and limit purchases of packaged beverages,
curbing revenue generated from the sale of cola-flavoured CSDs. As more consumers turn to healthier substitutes
over the coming years, this segment's share of revenue is expected to further decline.

DIET COLA-FLAVOURED CSDS

Soda that is sweetened with artificial sweeteners, such as aspartame,
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sucralose and stevia, as well as artificially carbonated waters, are
included in this product segment.

Although diet soda first became popular due to its lack of calories, its popularity has waned over the five years to
2021. Consumers became more knowledgeable of the health consequences of consuming artificial sweeteners,
causing drinkers to turn to healthier substitutes such as water and ready-to-drink tea. Consequently, this segment's
share of revenue has declined during the period. Producers have introduced a variety of healthier zero- or low-
calorie soda products, such as Dr. Pepper Ten and CSDs sweetened with stevia, to offset falling demand; however,
this segment's share of revenue has continued to fall. Overall, diet cola-flavoured CSDs are expected to comprise
18.1% of industry revenue in 2021.

ENERGY AND SPORTS DRINKS

Energy and sports drinks are anticipated to account for 19.8% of industry
revenue in 2021, growing as a share of revenue over the past five years.

Both demand for sports and energy drinks has expanded during the period. The relatively nascent state of the
energy drink category has enabled producers to benefit from the growing adoption of this product among
consumers. Despite growing concerns regarding the safety and healthfulness of energy drinks, people continue to
purchase energy drinks to wake up in the morning and receive a jolt of energy throughout the day. In response to
escalating concerns regarding the safety of energy drinks, Health Canada transitioned energy drinks from being
considered natural health products to food in 2014. As a result of this transition, the department now limits the
amount of caffeine per serving and forbids the addition of alcohol, folic acid and vitamin A. Nevertheless, IBISWorld
anticipates that this product segment's share of revenue will expand over the five years to 2026 as more consumers
begin to drink these beverages regularly.

OTHER CARBONATES

Other carbonates include flavoured soft drinks and carbonated water.

Some of the more popular flavours include mixtures of cola and other flavourings, such as root beer or Dr. Pepper.
Citrus sodas are also included, which are various flavoured carbonated beverages including lemon-lime, orange and
grape flavoured sodas. Some of the most popular brands in this category include Sierra Mist, Sprite, Fanta and
Slice.

Demand for sugar- and artificially sweetened soft drinks has diminished in recent years due to the growing
knowledge of the consequences of consuming large amounts of sugar in liquid form. However, carbonated water
sales have increased as consumers sought lower-calorie, healthier alternatives to soda. This segment's share of
industry revenue has increased over the past five years, accounting for an estimated 19.7% of industry revenue in
2021.

Demand
Determinants

The Soda Production industry in Canada depends on numerous factors,
including price, consumption trends, health trends and the availability of
substitute beverages.

Generally, higher prices for soda will place downward pressure on all varieties of CSDs. Due to the homogeneous
nature of soda, when the price of branded products increases at the retail level, many consumers opt for more
affordable branded products or trade down to generic brands. However, many soda drinkers are also very brand-
loyal and often purchase their favourite brand despite higher prices.

Additionally, higher per capita disposable income enables consumers to purchase more soda. For example, per
capita disposable income has grown at an annualized rate of 1.6% over the five years to 2021. Furthermore, dining
trends can affect demand for industry goods from downstream markets. For instance, as consumers dine out at fast
food and full-service restaurants more frequently, demand for soda from food service operators increases. In
addition, demand is expected to be affected by the uncertain macroeconomic conditions caused by the COVID-19
(coronavirus) pandemic. Due to the pandemic, many consumers may be more reluctant to purchase soda since this
is considered a discretionary product with many different substitutes. Due to the coronavirus pandemic, consumer
spending decreased in 2020, subsequently hindering industry revenue in 2020 as well.

However, more importantly, growing health consciousness and concerns regarding the effect of consuming sugar in
liquid form have caused people to shun sugary beverages such as soda. Total health expenditure has increased at
an annualized rate of 1.0% over the five years to 2021, demonstrating that Canadians have opted for healthier
choices. Furthermore, this trend is forecast to continue over the five years to 2026.

To capitalize on growing health concerns and a newfound interest in healthy food and beverages, industry



Soda Production in Canada April 2021

19 IBISWorld.com

participants and other beverage manufacturers have introduced a variety of new drinks that are not included in this
industry. For instance, operators in the Juice Production industry in Canada (IBISWorld report 31211cCA) have
debuted a variety of new ready-to-drink (RTD) coffee and RTD iced tea products that serve as direct substitutes for
soda and energy drinks. Conversely, consumers that seek pure, refreshing beverages have turned to bottled and
tap water, further curbing demand for soda.

Demand for energy and sports drinks depends on marketing and how well producers communicate the functional
benefits of their products. The leading producers in these categories, such as Red Bull GmbH and Monster
Beverage Corporation, invest heavily in celebrity and athlete endorsements for their brands. Due to the functional
benefits of these beverages and the image that the leading brands portray, energy and sports drinks are particularly
popular among young adults.

Major Markets

  Most of the leading soft drink manufacturers in the Canadian Soda
Production industry, such as the Coca-Cola Company and PepsiCo Inc.,
distribute most of their output directly to downstream food service and
retail customers.

  In addition to their brands, these industry leaders also distribute products for competitors. Furthermore, independent
distributors and wholesalers represent a significant downstream market for this industry. Despite the COVID-19
(coronavirus) pandemic, demand from the industry's major markets has remained relatively steady as most major
markets are still expected to purchase industry products. Downstream markets are either tied up in long term
contracts with manufacturers, or continue to endure a profit from selling soda to a loyal customer base, regardless of
uncertain macroeconomic conditions.

SUPERMARKETS AND MASS MERCHANDISERS

Supermarkets and mass merchandisers, such as warehouse clubs and
discount superstores, represent the largest downstream market for soda
producers.

In 2021, this market is anticipated to account for 56.4% of industry revenue. Despite declining demand for soft drinks
among consumers, this segment's share of revenue has expanded over the five years to 2021 as consumers have
turned to retailers that sell products in bulk for cost savings. Over the five years to 2026, this segment's share of
revenue is anticipated to remain steady.

CONVENIENCE STORES AND GAS STATIONS

Gas stations and convenience stores constitute a key market for soda
manufacturers, especially because they are often open 24 hours per day,
making them an ideal location for impulse purchases of beverages and
snacks.

Furthermore, this is the leading point of purchase for energy drinks. This market's share of industry revenue has
increased steadily over the five years to 2021 due to consumers' growing need for convenience. This segment
includes standalone convenience stores and stores attached to gas stations, and is expected to generate 24.9% of
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industry revenue in 2021.

VENDING MACHINE OPERATORS

Vending machines and individual vendors are convenient outlets for
consumers, placed in locations such as rail and bus stations where no
alternative vendors exist.

Thus, they represent an important market for impulse purchases of soda. Vending machine operators are expected
to account for 2.0% of revenue in 2021, remaining a stable share of revenue during the period. Carbonated soft
drink (CSD) sales from vending machines will likely decline as consumers opt for healthier options such as bottled
water. Also, soda has been eliminated from most vending machines in public schools due to growing childhood
obesity.

OTHER

Other major markets for soda producers include food service
establishments, liquor stores and drug stores, generating 13.5% of
industry revenue in 2021.

While food service providers, particularly fast food restaurants, represent a significant point of purchase for soft
drinks, most of these establishments sell fountain soda, which is not included in this industry, resulting in this
segment declining as a share of revenue during the period. Consequently, fast food restaurants only represent a
small share of the downstream market for finished beverages.

EXPORTS

In 2021, exports are expected to account for 3.2% of industry revenue,
growing as a share of revenue over the past five years.

Due to a depreciating currency, foreign demand for industry goods increased as soda consumption continued to
grow abroad. Per capita soft drink consumption in the United States, which is the leading destination for industry
goods, has declined at an annualized rate of 0.7% over the five years to 2021. As the consumption of soda
continues to decline in the United States, exports' share of revenue is forecast to experience complications over the
next five years.
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International Trade Exports in this industry are    Low and Increasing

Imports in this industry are    Medium and Steady

Producers in the Canadian Soda Production industry generally import and export a greater share of beverage
concentrates and fountain syrups rather than finished beverages because concentrates are less expensive to
transport across long distances than bottled and canned products. However, producers still export a minimal amount
of their output to other countries.

Exports

The value of industry exports has increased at an annualized rate of 5.7% to $113.9 million over the five years to
2021, generating 3.2% of revenue in 2021. This increase can be attributed to a depreciating Canadian dollar
compared with the US dollar. Trade figures are largely dependent on the US dollar exchange rate because 92.0% of
this industry's exports are destined for the United States in 2021.

Imports

Further, the United States accounts for 61.2% of industry imports in 2021. The value of industry imports has
decreased at an annualized rate of 0.6% to $624.6 million over the five years to 2021 due to the depreciating
Canadian dollar. This has caused the relative price of sodas produced overseas to increase, making them less
affordable for domestic consumers. In 2016, imports satisfied 16.0% of domestic demand, falling to 15.4% in 2021.
Imports are forecast to continue declining over the five years to 2026, albeit at a slower rate, as the Canadian dollar
appreciates compared with the US dollar, making foreign goods less expensive.
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Business
Locations

  Establishments in the Soda Production industry in Canada are located in densely populated provinces. Consequently, Ontario
accounts for the greatest number of facilities, home to 27.4% of industry establishments in 2021. British Columbia and Quebec are
expected to account for 20.4% and 23.9% of industry establishments, respectively, in 2021. In addition to being large population
centres, these provinces have abundant agricultural resources used as inputs to produce soft drinks. For instance, 56.6% of corn
farms are in Ontario and an additional 36.4% are in Quebec; this is significant because one of the main ingredients used to
produce soft drinks is high-fructose corn syrup. Plastic, which is used to make plastic bottles for finished beverages, is also
primarily produced in Ontario and Quebec. Alberta is home to a similar number of soda producers and plastic bottle producers,
accounting for an estimated 9.0% of industry establishments in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Soda Production industry in Canada exhibits a low to moderate level of market share concentration. The two
leading producers, Coca-Cola Canada Bottling Limited and PepsiCo Canada ULC, are expected to account for a
combined 30.2% of the market in 2021. This level of market share concentration has been relatively consistent over
the five years to 2021, and it is largely due to the strong brand recognition that the largest players experience.
Despite efforts to maintain their position in the industry, declining soda consumption has caused market share
concentration to dwindle during the latter half of the period. Moreover, increased demand for craft and artisanal
varieties of soda has increased the number of industry operators over the past five years, resulting in less
concentration in the industry. Market share concentration is expected to remain at a low to moderate level over the
five years to 2026, as large operators acquire regional brands to diversify their product portfolios.

Key Success
Factors

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

Economies of scale:
Industry participants that produce a large volume of output benefit from lower per unit costs of production.

Economies of scope:
Producing a variety of packaged beverages enables manufacturers to reach a wider consumer group, lower per unit
costs of production and curb declining sales of soda.

Aggressive marketing given the high level of competition:
Successful manufacturers invest in marketing to promote their brands and drive sales of their products.

Control of distribution arrangements:
Successful manufacturers have established expansive and efficient distribution systems to minimize logistical costs
and maximize sales at retail stores.

Production of goods currently favoured by the market:
Due to fickle consumer preferences, manufacturers must be innovative and offer novel beverages that satisfy
evolving consumer needs.

Adaptability of operations to comply with social distancing protocols:
Companies have had to adjust production lines to ensure employees comply with social distancing protocols to
mitigate the spread of COVID-19 (coronavirus).
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Cost Structure
Benchmarks

  Profit

Industry profit, defined as earnings before interest and taxes, is
expected to account for 6.3% of industry revenue in 2021, down from
9.3% in 2016. Over the five years to 2021, operators have invested
more heavily in research and development and marketing, and have
been able to create more value-added products, which bring in greater
profit. However, increasing competition has put pressure on prices, and
therefore, on profit as well. In addition, the cost of key inputs, including
sugar and aluminum, have fluctuated significantly. For instance, the
world price of sugar has fluctuated by double digits nearly every year
during the period. Similarly, the world price of aluminum rose 22.7% in
2017 before falling 14.9% in 2019. Unstable input costs make it difficult
for producers to plan price models accordingly. Declining profit may
also be attributed to the adverse economic conditions from the
COVID-19 (coronavirus) pandemic. Due to the uncertain economic
conditions caused by the pandemic, many consumers have been more
reluctant to spend their money on nondiscretionary items such as soda.
Such trends can be noticed by consumer spending decreasing 6.3% in
2020 alone.

Notably, large operators such as the Coca-Cola Company consistently
maintain a high profit margin. Strong brand loyalty enables these
producers to keep prices high, despite lower demand. Over the five
years to 2026, declining demand for sugary beverages coupled with
higher input costs will likely cause industry profit to marginally
decrease. However, growing sales of energy and sports drinks, which
are more profitable than soda, will likely help maintain producers' profit.
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  Wages

Wage costs are expected to account for 12.0% of industry revenue in
2021, down from 15.7% in 2016. As the number of employees in the
industry has decreased over the past five years, this has also caused
the average industry wage to drop, and therefore, wages' share of
revenue has declined. This trend is expected to reverse over the next
five years as wages' share of revenue is forecast to rise as employment
figures begin to stabilize.

 

  Purchases

Although the markup for soda, energy and sports drinks over the cost of
raw materials is high, purchases of raw materials account for the
largest expense for soda producers. Manufacturers purchase
ingredients such as carbon dioxide gas, sugar, artificial sweeteners,
high fructose corn syrup, caffeine, flavourings and food colouring.
Despite the fluctuating costs of key ingredients, purchases' share of
revenue has remained relatively stable over the past decade. In
addition to the ingredients used to make soda, manufacturers purchase
aluminum cans and plastic bottles to produce finished goods. Overall,
purchases are anticipated to account for 50.4% of industry revenue in
2021.

 

  Marketing

Marketing costs are expected to account for 2.8% of industry revenue
in 2021, growing as a share of revenue during the period since per
capita soda consumption declines have forced operators to lower prices
to buoy sales volumes. By charging lower prices, producers lose profit,
and thus, benefit from stronger marketing campaigns to grow brand
loyalty. Historically, soda producers have invested heavily in marketing
compared with other manufacturing industries due to the high degree of
competition that exists among soda brands.

 

  Depreciation

Depreciation costs are expected to account for 1.8% of industry
revenue in 2021.
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  Rent

Rental costs are expected to account for 3.2% of industry revenue in
2021.

 

  Utilities

Utility costs, including electricity, gas and water expenses, are
expected to account for 2.5% of industry revenue in 2021.

 

  Other Costs

Other costs are expected to make up 21.0% of industry revenue in
2021 and include legal and administrative costs. Distribution costs
represent a significant and rising proportion of industry revenue, yet
companies generally account for this expenditure as a part of selling
and administrative expenses. Producers ship their products significant
distances to various markets. These activities are done in-house by
larger producers, but are outsourced by smaller producers, often to this
industry's larger competitors, which operate extensive distribution
networks. Producers also turn to wholesalers and distributors that
operate in specific regions and retail channels.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Participants in the Canadian Soda Production industry compete based on
numerous factors, such as price, quality of product, range of beverages
offered, innovation and marketing.

While carbonated soft drinks and other packaged beverages are discretionary items, many consumers purchase
these beverages regularly and are highly loyal to the leading soda brands. Consequently, branding and quality
largely determine the popularity of soft drink brands. Nevertheless, due to slow disposable income growth over the
five years to 2021, operators have competed to offer the most attractive prices to downstream markets. Additionally,
the growth of private-label brands has intensified price-based competition among manufacturers. Furthermore, while
energy drinks are sold at a premium compared with regular carbonated soft drinks, even the leading energy drink
producers offered promotions and discounts to drive sales.
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Due to shifting consumer tastes and growing health concerns, producers have introduced a variety of brand
extensions that are made with healthier sweeteners and contain less calories. To capitalize on the growing
popularity of natural zero calorie sweeteners and low-calorie beverages, soda producers have competed to be the
first to introduce alternative low-calorie soda in recent years. Furthermore, producers that manufacture a variety of
beverages and a range of soft drinks have a competitive advantage over smaller scale producers because
wholesalers and large retailers prefer to source a variety of goods from one producer rather than several producers
to reduce transaction costs.

Finally, industry operators also compete for favourable contracts with downstream customers. While large retailers,
such as Walmart Inc., possess abundant shelf space to offer a variety of soda brands, smaller downstream markets
usually carry a limited number of products. Many convenience stores, vending machines and food service operators
limit their soda offerings to one manufacturer. For instance, many vending machines only carry PepsiCo Inc.'s
(PepsiCo) or the Coca-Cola Company's (Coca-Cola) products, which makes it even more difficult for smaller
competitors to obtain contracts with downstream markets.

EXTERNAL COMPETITION

Competition with producers of other ready-to-drink (RTD) beverages has
intensified over the five years to 2021.

The growth of the Canadian Bottled Water Production industry (IBISWorld report 31211bCA) and the Canadian
Juice Production industry (31211cCA) have hampered revenue growth for soda producers. Products that are
manufactured by juice producers, such as sparkling fruit drinks, have experienced growth in recent years. While
larger manufacturers, such as PepsiCo and Coca-Cola, also produce noncarbonated beverages, the emergence of
companies that specialize in these smaller beverage categories continue to threaten the position of major soda
producers. Additionally, external competition has grown as consumers seek healthier alternatives to soda.

Operators in other beverage industries also compete with soda producers, albeit less directly. Consumers,
particularly those that seek caffeinated beverages, may substitute soda with coffee or tea products. Operators in the
Canadian Coffee and Snack Shops industry (72221bCA) have experienced steady growth over the past decade and
are anticipated to expand their operations over the coming years. The leading coffee and snack shops, such as
Starbucks Corporation, have expanded their menu selections to include RTD tea and single-serve coffee pods,
which has further intensified competition from this industry.

More recently, the advent of Sodastream, a home carbonation product, has also hurt the performance of soda
producers. This system enables consumers to turn still water into sparkling water, sparkling juice and soda.
Sodastream has appealed to consumers that drink sparkling beverages frequently, providing cost savings as the
liquid mixes used with Sodastream cost significantly less than RTD beverages. However, industry leader Coca-Cola
recently announced its plan to partner with Keurig manufacturer Green Mountain Energy Company (Green
Mountain) to compete directly with Sodastream. Under this partnership, Green Mountain is set to produce the Keurig
Cold system, which will likely permit consumers to make cold beverages, such as carbonated soft drinks and
sparkling water, at home.

Barriers to
Entry

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

  Barriers to entry into the Canadian Soda Production
industry are high and growing. First, the leading soda
producers have the scale and scope to compete with new
entrants on price, in addition to strong ties with suppliers
and downstream markets. Moreover, significant capital
investments are required to either purchase or lease
facilities and acquire expensive machinery and equipment
to produce soda. Additionally, new entrants must be able
to offer differentiated products that either taste
significantly better than the existing products in the market
or invest heavily in marketing to position and promote
their brand.

Furthermore, demand for carbonated soft drinks has
waned in recent years due to growing health concerns
among consumers. Consequently, the declining nature of
this industry represents the most significant barrier to
entry into the industry. However, growing demand for
energy and sports drinks still presents an opportunity for
prospective entrants.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Decline  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  
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Industry
Globalization

Globalization in this industry is    Medium and the trend is Steady

  The Soda Production industry in Canada is globalized through its participation in international trade and through the
global presence of its leading participants. While exports' share of industry revenue remains below 5.0% in 2021, imports'
share of domestic demand is moderate, satisfying an estimated 15.4% in 2021. Moreover, 92.0% of industry exports go to
the United States, while 61.2% of imports are sourced from this neighbouring country.

In addition to trade, the leading participants in this industry are based in international locations. Industry leaders, the
Coca-Cola Company and PepsiCo Inc., are based in the United States. Although it does not produce its goods in
Canada, Red Bull GmbH, a leading energy drink producer, is an Austrian company that operates across the globe.



Soda Production in Canada April 2021

29 IBISWorld.com

Major Companies

Major Players PepsiCo Canada ULC

Market Share: 23.2%

Brand Names Pepsi, 7UP, Mountain Dew, Mug, AMP

  PepsiCo Inc. (Pepsi), doing business in Canada as PepsiCo Canada ULC (PepsiCo Canada) is a global food and
beverage company with headquarters in Purchase, NY. Founded in 1898, the company has grown to become one of
the leading carbonated soft drink producers in the world, employing more than 291,000 people. Along with its soda
brands, such as Pepsi, Mountain Dew and 7-Up, PepsiCo manufactures beverages including Gatorade, Tropicana
and Aquafina. The company's business is divided into seven segments, which include Frito-Lay North America;
Quaker Foods North America; PepsiCo Beverages North America (PBNA); Latin America; Europe; Africa, Middle
East and South Asia; and the Asia Pacific, Australia and New Zealand and China Region. PBNA is the segment
relevant to this industry. Globally, the company earned an estimated $94.3 billion in 2020 (latest data available).

The company produces a variety of sparkling and still beverages through PBNA, including concentrates, fountain
syrups and finished beverages. Furthermore, finished beverages are anticipated to constitute most of this business
segment's revenue. However, due to growing health concerns among consumers, sales of carbonated soft drinks
have fizzled in recent years, causing the company to focus more on its snacks and still beverages business lines. As
with the Coca-Cola Company, PepsiCo introduced a new stevia-based mid-calorie soda in 2014 called Pepsi True.
Beyond different ingredients, this new product is also available in a smaller 7.5-fluid-ounce can and standard 12.0-
ounce cans.

Financial performance

Over the five years to 2021, PepsiCo Canada has struggled to maintain demand for its carbonated soft drink
products, as consumers have continued to cut back on their consumption of soda. The company's most popular
soda brands', including Pepsi, Sierra Mist and Mountain Dew, volume sales have declined over most of the past five
years. While volume sales have declined, revenue has benefited from an increase in prices. Nonetheless, organic
revenue growth from its existing operations has stagnated, as soda consumption continues to decrease among
consumers. IBISWorld estimates the company's industry-relevant revenue to rise at an annualized rate of 0.4% to
$822.6 million over the five years to 2021. The company's operating profit, defined as earnings before interest and
taxes, is estimated to grow at an annualized rate of 11.8% to $220.0 million during the same period.

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

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 806.6 N/C 125.9 N/C
2017 766.6 -5.0 124.0 -1.5
2018 770.4 0.5 120.5 -2.8
2019 810.3 5.2 124.2 3.1
2020 855.7 5.6 122.6 -1.3
2021 822.6 -3.9 220.0 79.4

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

Coca-Cola Canada Bottling Limited

Market Share: 7.0%

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

  The Coca-Cola Company (Coca-Cola) is the world's largest beverage manufacturing company, with more than 500
brands sold in more than 200 countries. The company was originally founded in 1886 when John S. Pemberton
created the world's first flavoured carbonated drink. Coca-Cola has seven operating segments, which include
Europe, the Middle East and Africa; Latin America; North America; Asia Pacific; global ventures; bottling investments
and corporate. Globally, Coca-Cola employs more than 80,000 workers, with its global headquarters in Atlanta.
Some of the most popular beverage brands produced by the company include Fanta and Sprite. Coca-Cola has also
acquired a variety of beverage brands over the five years to 2021 to diversify its business and reduce its
dependence on carbonated soft drinks. Consequently, the industry leader, doing business in Canada as Coca-Cola
Canada Bottling Limited (Coca-Cola Canada), is expected to generate an estimated $33.0 billion in global revenue
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in 2020 (latest data available).

In recent years, Coca-Cola has also sought to expand its presence into the burgeoning market for new alternative
beverages such as energy drinks. In June 2015, Coca-Cola purchased a 17.0% share of Monster Beverage
Corporation (Monster) for $2.2 billion as a part of this strategy. Under the deal, Coca-Cola will transfer many of its
products to Monster, including NOS, Full Throttle, Burn, Mother and Play. The two companies will likely share
marketing, production and distribution responsibilities. In 2020, Coca-Cola is estimated to own 19.0% of Monster's
outstanding shares. Finally, Coca-Cola recently launched its new Coca-Cola life product, a 60.0-calorie, 8.0-ounce
cola with no artificial sweeteners. The new drink is expected to help boost ailing sales by capturing consumers that
have stopped drinking soda due to health concerns.

Financial performance

In recent years, the company's still beverage category, which is excluded in this industry, has grown. Coca-Cola's
Coke Classic and Fanta brands have performed well, benefiting from zero- and low-calorie brand extensions.
However, demand for this division's products has dwindled because of decreased soda consumption. Consequently,
IBISWorld estimates Coca-Cola Canada's industry-relevant revenue to decrease at an annualized rate of 5.4% to
$249.0 million over the five years to 2021. Prior to beginning of the period, the acquisition of bottler Coca-Cola
Enterprises was the main revenue growth driver. Coca-Cola still maintains very high profit, defined as earnings
before interest and taxes, as the company still benefits from brand loyalty that permits the company to raise prices.
This has also slowed revenue declines in recent years. The company's operating profit, defined as earnings before
interest and taxes, has risen at an annualized rate of 13.3% to $126.7 million over the five years to 2021.

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

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 329.1 N/C 67.8 N/C
2017 277.6 -15.6 66.9 -1.3
2018 263.9 -4.9 70.4 5.2
2019 293.6 11.3 79.5 12.9
2020 262.6 -10.6 71.6 -9.9
2021 249.0 -5.2 126.7 77.0

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

Other Companies The Soda Production industry in Canada is highly fragmented, with the top two players generating most industry
revenue. Toward the end of the five years to 2021, the industry has begun exhibiting signs of consolidation, with
former player Monster Beverage Corporation having sold its industry-relevant operations in Canada to the Coca-
Cola Company in 2015. Additionally, in 2017, Cott Corporation, now operating as Primo Water Corporation and a
former major player, sold its soft drink manufacturing segment of the business to focus on manufacturing water,
coffee and tea. While other players exist, their operations are mostly regional and do not generate significant
revenue nationwide.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Soda Production industry in Canada exhibits a
moderate level of capital intensity. Using wages as a proxy
for labour and depreciation as a proxy for capital,
IBISWorld anticipates that for every $1.00 spent on labour
in the industry, $0.15 will be spent on capital in 2021,
growing over the five years to 2021. Modern beverage
manufacturing processes are highly automated, with
producers relying on machinery and equipment to produce
a large volume of output in a short duration. However,
manufacturers still rely on manual labour and workers to
oversee the production process. Industry participants also
hire professional employees that specialize in finance,
marketing and operations.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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

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.

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.

  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.

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

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 Soda Production industry
is the pressure from technologies that mitigate waste and manufacturing
processes meant to preserve the environment.

Consumer purchasing behaviours have changed over the past decade as consumers have become increasingly
environmentally conscious. Many consumers are turning to brands and products that reflect their environmental
consciousness. Over the five years to 2021, renewable materials and zero-waste production process have become a
pivotal role in creating and altering brand images. Consequently, this disruption is expected to be a result of brands
changing their packaging process. Industry operators have been investing revenue into research and development to
develop new materials in relation with environmental sustainability.

The level of technology change is    Medium

  The Soda Production industry in Canada has a moderate degree of
technological change.

Operators rely on various technology and systems throughout the production process to produce a range of soft drinks. The
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steps involved in producing soda include combining different ingredients with water, carbonating the mix and bottling.
While the process has generally remained the same for decades, automated machines have made the process faster and
much more efficient over the years. Over the past decade, producers have implemented new processing equipment, which
enables them to increase processing speed and save energy. Fairly new machines mix artificial sweeteners, such as
aspartame and saccharin, with thickening agents without leaving residue or build-up on the machines. This new technology
has been beneficial for operators that produce a range of diet beverages.

Additionally, advanced software is used to track distribution networks, monitor the level of supply and demand in different
retail channels and manage inventory. Other technological advancements have involved both new formulations and
packaging. Due to increasing environmental concerns, producers have implemented technology to reduce waste and use
less packaging materials. For instance, computer-aided design has been used to produce lighter polyethylene terephthalate
(PET) bottles for beverages. Also, driven by increasing health consciousness among consumers, producers have sought to
introduce new diet carbonated soft drinks that are made with healthier artificial sweeteners. For instance, Zevia is a brand
of soda that is made with a natural, zero calorie sweetener from the stevia plant. Operators also employ flavourists and
sensory scientists to analyze the taste of new products to ensure they are catered to consumer needs.

Revenue
Volatility

The level of volatility is    Medium

  The Soda Production industry in Canada exhibits a low to moderate level of
revenue volatility.

Industry revenue is a function of price and demand, and consequently, factors that influence the level of demand and prices
cause revenue to fluctuate. Over the five years to 2021, growing health concerns have caused many consumers to
substitute carbonated soft drinks for healthier alternatives, such as ready-to-drink tea and bottled water. Despite these
increasing health trends, revenue has slightly increased over the five years to 2021 due to rising exports and demand for
energy and sport drinks. However, as soda consumption continued to decline, industry revenue is expected to steadily fall
over the five years to 2026.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

The Soda Production industry in Canada abides by regulations established by
Health Canada, the federal department is responsible for maintaining and
improving the health of consumers.

Moreover, the Canadian Food Inspection Agency (CFIA) enforces standards established in Food and Drugs Regulations.
Some of the provisions enforced by the CFIA pertain to the quality, composition, labelling and health claims of beverages.
There are also specific requirements for caffeinated beverages. For instance, beverage manufacturers are now permitted to
add up to 150.0 parts per million (ppm) of caffeine to noncola carbonated soft drinks and up to 200.0 ppm of caffeine to
cola-flavoured soft drinks.
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Health Canada closely regulates energy drinks through its Category Specific Guidance for Temporary Marketing
Authorization, Caffeinated Energy Drinks. The department created extra requirements for producers and marketers of
energy drinks due to recent cases of consumers experiencing caffeine toxicity. Consequently, manufacturers must obtain a
Temporary Marketing Authorization to market energy drinks in Canada. Moreover, the Consumer Packaging and Labelling
Act of 1985, enforced by the CFIA, requires that all labels must not contain false or misleading information.

Additionally, the Ontario Environmental Protection Act mandates a minimum percentage of a producer's soda sales, within
specified areas in Ontario, must be made in refillable containers. Those that do not adhere to the rule are subject to large
fines.

Soda producers also self-regulate through the Canadian Beverage Association (CBA), an industry association that
develops guidelines and initiatives to ensure the responsible production and marketing of industry products. A CBA
program called the Clear on Calories initiative, launched in 2011, that helps consumers understand the caloric content and
serving size of beverages. Labels are to be easier to read, with calories on the front of the package rather than on the back.

Industry
Assistance

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

Operators in the Canadian Soda Production industry receive direct
government assistance in the form of import tariffs.

Currently, imported carbonated soft drinks incur a tariff of 11.0% per litre. The industry also receives indirect assistance
from industry associations such as the Canadian Beverage Association (CBA). The CBA currently has an estimated 60-
member organizations in its roster, including Coca-Cola Canada Bottling Limited and PepsiCo Inc., among other
organizations. The association promotes product innovation, supports the appropriate recycling of beverage packaging and
helps consumers make informed decisions on beverage choices.

In relation to the COVID-19 (coronavirus) pandemic, a difficult overall economic climate in 2020 meant that some industry
operators were likely to qualify for some form of government assistance. Some noteworthy government assistance
programs that have supported the industry include the Canada Emergency Business Account and the Canada Emergency
Wage Subsidy.
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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
(Gallons)

2012 3,464 806 81.0 49.0 10,152 73.6 385 548 3,775 80.0
2013 3,433 803 90.0 61.0 11,497 65.0 436 546 3,804 75.6
2014 3,419 791 93.0 65.0 11,021 54.9 497 546 3,861 71.8
2015 3,508 775 99.0 73.0 10,550 72.9 617 551 4,053 68.7
2016 3,484 930 101 79.0 10,632 86.3 645 546 4,043 62.7
2017 3,307 755 104 80.0 8,468 74.2 640 464 3,873 60.0
2018 3,270 751 108 82.0 9,023 120 586 466 3,736 58.3
2019 3,549 746 109 83.0 9,741 134 584 425 3,999 56.1
2020 3,539 611 112 87.0 9,790 144 660 426 4,055 55.3
2021 3,549 714 115 89.0 9,811 114 625 427 4,060 54.7
2022 3,535 707 117 91.0 9,796 113 626 426 4,048 54.3
2023 3,517 699 118 92.0 9,778 112 623 425 4,029 53.8
2024 3,503 691 120 93.0 9,762 112 621 424 4,012 53.3
2025 3,482 680 121 94.0 9,788 111 618 425 3,989 52.7
2026 3,464 693 122 95.0 9,797 110 615 425 3,969 52.1

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita soft
drink

consumption
(%)

2012 -2.88 -9.06 -11.0 -7.55 -4.41 19.3 22.8 -4.41 -1.13 -4.43
2013 -0.90 -0.35 11.1 24.5 13.2 -11.7 13.3 -0.35 0.77 -5.50
2014 -0.40 -1.54 3.33 6.55 -4.15 -15.5 13.9 0.12 1.50 -5.03
2015 2.60 -1.99 6.45 12.3 -4.28 32.8 24.3 0.93 4.97 -4.32
2016 -0.68 20.1 2.02 8.21 0.77 18.4 4.51 -0.97 -0.23 -8.74
2017 -5.09 -18.9 2.97 1.26 -20.4 -14.0 -0.83 -15.1 -4.21 -4.31
2018 -1.15 -0.59 3.84 2.50 6.55 61.2 -8.49 0.53 -3.55 -2.84
2019 8.54 -0.59 0.92 1.21 7.95 11.6 -0.35 -8.89 7.05 -3.78
2020 -0.28 -18.1 2.75 4.81 0.50 8.16 13.2 0.32 1.41 -1.43
2021 0.28 16.9 2.67 2.29 0.21 -21.1 -5.43 0.25 0.12 -1.09
2022 -0.41 -1.07 1.73 2.24 -0.16 -0.97 0.25 -0.22 -0.29 -0.74
2023 -0.50 -1.09 0.85 1.09 -0.19 -0.54 -0.47 -0.26 -0.49 -0.93
2024 -0.42 -1.19 1.69 1.08 -0.17 -0.45 -0.34 -0.22 -0.40 -0.93
2025 -0.60 -1.63 0.83 1.07 0.26 -0.63 -0.55 0.09 -0.58 -1.13
2026 -0.52 2.03 0.82 1.06 0.09 -0.55 -0.46 -0.03 -0.50 -1.14

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 23.3 10.2 2.13 341 15.8 125 53,930
2013 23.4 11.5 1.89 299 15.9 128 47,456
2014 23.1 12.9 1.61 310 16.0 119 49,569
2015 22.1 15.2 2.08 333 15.7 107 52,265
2016 26.7 16.0 2.48 328 15.7 105 51,364
2017 22.8 16.5 2.24 391 14.0 81.4 54,735
2018 23.0 15.7 3.66 362 14.3 83.5 51,646
2019 21.0 14.6 3.76 364 12.0 89.4 43,589
2020 17.3 16.3 4.08 362 12.0 87.4 43,514
2021 20.1 15.4 3.21 362 12.0 85.3 43,533
2022 20.0 15.5 3.19 361 12.1 83.7 43,508
2023 19.9 15.5 3.19 360 12.1 82.9 43,475
2024 19.7 15.5 3.19 359 12.1 81.4 43,454
2025 19.5 15.5 3.19 356 12.2 80.9 43,380
2026 20.0 15.5 3.19 354 12.3 80.3 43,330

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Food and Beverage Canada
http://www.fbc-abc.com

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

Industry Jargon CARBONATED SOFT DRINKS (CSDS)
An artificially carbonated, nonalcoholic beverage that contains some form of sweetener and flavour.

ENERGY DRINKS
Novelty refreshment beverages. Contain a variety of vitamins and minerals, caffeine, taurine (a natural amino acid in
humans) and other ingredients.

PRIVATE LABEL
Products sold as the house brand of a particular supermarket or retail chain, rather than the specific manufacturer.

READY-TO-DRINK
A beverage packaged for immediate consumption.

SPARKLING BEVERAGE
A nonalcoholic beverage with carbonation, including energy drinks, waters and flavoured waters.

STEVIA
A natural sweetener made from stevia plant leaves with zero calories. It is more than 200 times sweeter than sugar
and considered to be a safe alternative to sugar for those with diabetes.

STILL BEVERAGE
A nonalcoholic beverage without carbonation, including juices, juice drinks, teas, coffees, sports drinks, water and
flavoured water.

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
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common control make up an enterprise.

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

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

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

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

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

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

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

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

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

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

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

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