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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:

· Consumers rushed to stockpile bottled water at the onset of the COVID-19 (coronavirus) pandemic, which initially
boosted sales of bottled water in early 2020. However, the subsequent economic downturn led to reduced
purchases of industry-relevant products as consumers shifted to reusable bottles and cost-effective filtration systems
to increase savings. In addition, as many employees now have work-from-home arrangements, businesses have
reduced their bottled water purchases.

· Demand for premium water brands, most of which are imported, are expected to be the most negatively affected as
a result of the economic fallout as consumers have substituted premium bottled water brands for less expensive
ones.

· Despite the coronavirus pandemic dampening industry demand in 2020, industry operators continue to expand
existing facilities. For example, in December 2020, Coca-Cola Canada Bottling Limited announced it will spend over
$35.0 million in the expansion of two plants in the Greater Toronto Area and one in Montreal. This is expected to
improve industry prospects moving forward.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition Operators in this industry purify and bottle water into plastic bottles for retail. Bottles are capped and labelled before

being sold to wholesalers or directly to retailers. Companies in this industry typically have a variety of water
offerings, including spring water, mineral water, sparkling water and flavoured water in a range of sizes. This
industry includes ice manufacturing, but does not include any beverage production operations other than water
varieties.

Major Players Nestle Canada Inc.

PepsiCo

The Coca-Cola Company

Primo Water

Main Activities The primary activities of this industry are:

Purifying and bottling water varieties

Labelling bottled water products

Marketing bottled water brands

Manufacturing ice

The major products and services in this industry are:

Single-serve bottles of still water

Single-serve bottles of sparkling water

Bulk bottled water

Ice
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Supply Chain

SIMILAR INDUSTRIES

Coffee & Tea Production in
Canada

Soda Production in Canada Juice Production in Canada Grocery Wholesaling in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Soft Drink & Bottled Water
Manufacturing

Bottled Water Production in the
US

Soft Drink Manufacturing in
Australia

Bottled Water Production in China

Bottled Water Production in the
UK

Soft Drink, Juice and Bottled
Water Manufacturing in New
Zealand

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

$634.0m
Revenue

Annual Growth

2016–2021

1.0%

Annual Growth

2021–2026

1.6%

Annual Growth

2016–2026

 

$38.7m
Profit

Annual Growth

2016–2021

-5.5%

  Annual Growth

2016–2021

 

6.1%
Profit Margin

Annual Growth

2016–2021

-2.4pp

  Annual Growth

2016–2021

 

55
Businesses

Annual Growth

2016–2021

-0.7%

Annual Growth

2021–2026

-1.1%

Annual Growth

2016–2026

 

1,877
Employment

Annual Growth

2016–2021

-7.0%

Annual Growth

2021–2026

0.3%

Annual Growth

2016–2026

 

$90.8m
Wages

Annual Growth

2016–2021

-7.9%

Annual Growth

2021–2026

0.9%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

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

  Capital Intensity
Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Regulation & Policy
Medium / Steady   Technology Change

Medium

  Barriers to Entry
Medium / Increasing   Industry Globalization

Medium / Steady

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Concentration

High

  Competition
High / Increasing

 

Key Trends

 Per capita disposable income is a factor that drives the
performance of the industry

 Industry exports are expected to fall

 Several operators have developed ways to conserve water
during the production process

 Barriers to entry have been the result of the large size of the
industry's major players

 International trade is expected to be favourable for domestic
producers

 Operators have intensified the shift toward environmentally
friendly production processes

 The industry has contended with the threat of substitute
products for water consumption and environmental concerns
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Medium Imports

  Low Customer Class Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Low Profit vs. Sector Average

  High Product/Service Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  Per capita soft drink consumption

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Bottled up: Improving macroeconomic conditions are expected to support
industry demand

The Bottled Water Production industry in Canada has expanded along with consumer demand for bottled water over
the five years in 2021, despite the COVID-19 (coronavirus) pandemic negatively affecting the industry in 2020.
Operators in this industry purify and bottle water for sale to wholesalers or directly to retailers. During the five-year
period, the industry has benefited from increases in disposable income and trends away from sugary, high-calorie
beverages. Nonetheless, a steady threat to domestically produced bottled water has been the increasing import
penetration of luxury bottled water brands. IBISWorld expects industry revenue to increase an annualized 1.0% to
$634.0 million over the five years to 2021. This includes a 2.1% increase in revenue in 2021 specifically as the
Canadian economy starts to reopen amid coronavirus vaccines now being distributed, which would be expected to
improve demand for bottled water. However, demand is still expected to be somewhat constrained for sparkling,
flavoured and artisanal water brands in 2021. These brands typically command higher retail prices and profit
margins and thus, reduced downstream demand for these products will likely push the industry profit margin down
during the period.

The industry has also contended with the threat of substitute products for water consumption and environmental
concerns. The high price elasticity of water generally makes bottled water an easy product to substitute. When
households seek to reduce expenses during poor economic times, such as in 2020, consumers become more
reluctant to buy bottled water and may substitute industry products for home tap water and at-home water filters.
Environmental concerns and regulations have led industry operators to increase usage of recyclable packaging.
Additional investments in bottling and product design changes have helped reduce the industry's overall
dependency on plastic and resin inputs. While this is a more recent trend, innovations in plastic bottling late during
the current period are expected to create more opportunities for making more environmentally friendly packaging.

Bottled water producers are expected to benefit from continued growth in bottled water demand among downstream
retail outlets due to rising health consciousness and market acceptance of industry products. In addition, improving
macroeconomic conditions as the Canadian economy is likely to recover and eventually expand should further
support industry demand. Moreover, companies have focused on public relations efforts by pledging to use
sustainable bottling materials and will likely continue to emphasize their shrinking negative effect on the environment
to boost sales. Therefore, IBISWorld estimates industry revenue will increase an annualized 1.6% to $686.9 million
over the five years to 2026.
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Industry Performance

Key External
Drivers

Per capita disposable income

Bottled water is considerably more expensive than basic substitutes, particularly tap water. This factor makes bottled
water consumption vulnerable to economic downturns in which consumers cut back spending on purchases of
bottled water. Therefore, a decline in per capita disposable income adversely affects demand for bottled water. Per
capita disposable income is expected to decrease in 2021, posing a potential threat to the industry.

 

Per capita soft drink consumption

Bottled water is considered a healthy alternative to soft drinks. An increasing number of health-conscious
consumers have decreased their soft drink consumption and have switched to juices and bottled water. Per capita
soft drink consumption is expected to decrease in 2021, therefore representing a potential opportunity for the
industry.

 

Total health expenditure

Water is considered a healthy alternative to carbonated soft drinks, energy drinks and coffee. Since water does not
have sugar, caffeine, calories or other additives commonly found in soft drinks, a growing number of health-
conscious consumers have substituted soft drinks for bottled water. Health consciousness among consumers can
be reflected by total health expenditure. As total health expenditure rises, consumers are more likely to increase
demand for bottled water. Total health expenditure is anticipated to increase in 2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index is a weighted average of bilateral exchange rates comparing
the Canadian dollar with the currencies of Canada's primary trading partners. Foreign goods become relatively less
expensive on the Canadian market when the Canadian dollar appreciates, thereby increasing total Canadian
imports. When the Canadian dollar depreciates, Canadian products become relatively more attractive to foreign
buyers. The CEER index is expected to increase in 2021.
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Current
Performance

The Bottled Water Production industry in Canada focuses on bottling
single-serve water products, single-serve sparkling water products, bulk
water and manufactured ice for retail sale.

Industry revenue has improved over the five years to 2021 due to increased consumer interest in purchasing bottled
water. This comes as consumers have become more health-conscious and seek to reduce consumption of sugary
beverage products such as sodas and juices. However, this shift in attitudes toward health has also led to increased
demand for at-home alternatives to bottled water, such as tap water filters that are not considered part of the
industry.

The Canadian market for bottled water has also experienced competition from foreign bottled water producers.
These imports typically target the premium end of bottled water and are more expensive than domestically produced
bottled water. As a result, these brands are typically more sensitive to the economic conditions as they are
considered relatively more price elastic. Nonetheless, as consumers opt for healthier beverage options and have
more disposable income to spend, they have increasingly purchased bottled water. Consequently, IBISWorld
estimates that industry revenue will grow at an annualized rate of 1.0% to $634.0 million over the five years to 2021,
with revenue growing 2.1% in 2021 alone.

INDUSTRY DYNAMICS

Since the manufacturing of bottled water is often a peripheral activity
conducted by international companies that heavily engage in the
manufacture of prepared foods and beverages, these major companies
can keep their bottled water production activities afloat through the vast
number of extraneous activities in which they operate.

This supports the industry profit margin, especially as the industry is dominated by large companies. In 2021, the
average industry profit margin, measured as earnings before interest and taxes, is expected to account for 6.1% of
revenue, a decline from 8.5% in 2016. This is primarily the result of the COVID-19 (coronavirus) pandemic, which is
expected to linger in 2021 and constrain overall employment levels and lead to relatively low levels of per capita
disposable income over the current year. This would subsequently lead to reduced consumer demand for sparkling,
flavoured and artisanal water brands, which typically command higher retail prices and profit margins, as they cost
more than regular bottled water. As a result, this will likely push down the industry profit margin.

As a result of high internal competition among the largest industry players and strong import competition for
premium water brands, the smallest industry operators have left the industry. The number of industry enterprises is
expected to decrease at an annualized rate of 0.7% to 55 companies over the five years to 2021. Industry
employment is also expected to decrease, falling at an annualized rate of 7.0% to 1,877 workers during the same
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period as companies exit and operators have reduced their headcount in 2020 amid the coronavirus pandemic.
While the economy is expected to slowly reopen in 2021 as a result of coronavirus vaccines being distributed,
employment is still expected to fall slightly as production will likely be below pre-pandemic levels.

INDUSTRY DRIVERS

As obesity has increased in Canada, with sugary soft drink consumption
being a major contributor to this trend, Canadians have become more
health-conscious.

As a result, it is estimated that Canadians have reduced their soft drink consumption at an annualized rate of 2.7%
over the five years to 2021. Furthermore, Canadians have shifted their consumption to healthier options, such as
water. While industry revenue has no doubt benefited from this trend, consumers have also increased water
consumption by drinking directly from the tap alongside at-home water filters and reusable water bottles.

Per capita disposable income is also a factor that drives the performance of the industry. This is because with more
discretionary income to spend, consumers are more likely to choose bottled water over tap water. In addition, a rise
in income permits consumers to trade up to premium brands and varieties including sparkling and flavoured waters.
During stable economic times, increasing per capita disposable income is typically beneficial for the industry, as
exhibited in industry revenue during much of the five-year period. However, the saving rate has increased
significantly in 2020 amid the coronavirus pandemic. Thus, consumers have shifted to tap water consumption and
reduced premium water brand consumption. Purchases of bottled water did spike for a short time in 2020 as
consumers stockpiled water to endure initially uncertain stay-at-home orders, but sales eventually subsided as
demand for bottled water from businesses offset the panic-buying behaviour.

ACROSS OCEANS

The trend toward healthier lifestyles has been reflected in recent spikes in
the number of industry imports.

The effective marketing campaigns of premium water brands has led consumers to gravitate toward more luxurious
imported brands, such as FIJI Water, Voss and Perrier. As a result, imports increased between 2016 and 2019.
However, as these imported brands are more expensive, in 2020 and likely in 2021, demand for these brands is
expected to be weakened amid poor economic conditions stemming from the coronavirus pandemic and a higher
household savings rate. The net effect of these two developments is that imports are anticipated to fall at an
annualized rate of 2.6% to $97.2 million over the five years to 2021. Exports have also experienced an increase
between 2016 and 2019, but are expected to fall in 2020 and 2021 as weak economic conditions in the United
States, the industry's largest export market, are likely to reduce demand for Canadian bottled water. Thus, exports
are expected to fall an annualized 8.6% to $20.3 million over the five years to 2021.

SUSTAINABILITY EFFORTS

The industry has put forth significant effort to respond to the concerns of
environmentalists and conservation groups.

Over the past five years, several industry players, including the top three bottled water producers, have developed
ways to conserve water during the production process and increase the amount of recyclable material in the
products they package. Major companies have publicized environmental initiatives to increase consumer support for
their products. Company websites often include product descriptions, descriptions of the packaging materials used
and outlines of production process improvements. Promoting internal initiatives has been an increasingly common
strategy employed to strengthen brand recognition and raise consumer loyalty to particular industry products.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable

income
($)

2012 600 189 84.0 60.0 2,716 27.2 90.6 149 663 28,883
2013 598 184 84.0 59.0 3,080 32.5 92.0 143 658 29,369
2014 550 170 81.0 57.0 2,796 26.2 103 134 627 29,466
2015 541 162 84.0 60.0 2,554 37.7 103 131 606 30,804
2016 605 198 80.0 57.0 2,691 31.9 111 137 683 30,333
2017 662 160 80.0 56.0 2,030 33.8 120 102 749 30,713
2018 665 153 82.0 57.0 1,976 30.3 125 95.4 759 30,873
2019 656 152 81.0 56.0 1,959 39.1 121 94.3 737 31,217
2020 621 122 81.0 56.0 1,880 28.1 108 90.0 701 33,528
2021 634 141 80.0 55.0 1,877 20.3 97.2 90.8 711 31,957
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Industry Outlook
Outlook The Bottled Water Production industry in Canada is expected to

experience continued growth over the five years to 2026.

Steady growth in demand at the retail level as a result of increasing per capita disposable income and economic
stability, combined with consumers becoming more health-conscious, is expected to drive industry revenue growth.
However, improving economic conditions are also likely to lead to further import penetration from foreign bottled
water manufacturers, which is likely to limit the industry's ability to grow at a faster rate over the next five years.
Regardless, marketing strategies by large players will likely highlight the nutritional and environmentally friendly
qualities of newer bottled water products, which may partially negate the effects from import competition. IBISWorld
estimates industry revenue will increase at an annualized rate of 1.6% to $686.9 million over the five years to 2026.
Industry profitability is expected to improve as demand for bottled water improves amid improving economic
conditions. However, growth in the industry profit margin will likely be constrained by investments in research and
development and the inclusion of new, potentially more expensive packaging materials. Additionally, the rise in
import competition is expected to further limit how high domestic producers can raise prices, although this is
expected to be of minimal effect, as the majority of imported bottled water comprises premium brands.

INDUSTRY LANDSCAPE

Demand for bottled water has largely come from consumers in search of
healthier alternatives to traditional soft drinks.

Although typically considered to be highly substitutable goods, industry products have diversified and varied
branding that appeals to a range of consumer preferences. Various forms of bottled water products have expanded
substantially in recent years, with different types of water classifications ranging from spring water, purified water,
mineral water, artesian water and well water. Plastic bottle designs often reflect the style of a brand, and consumers
have shown their willingness to pay premiums for bottled water products perceived as having greater health
benefits. Similarly, a growing number of consumers have purchased imported bottled water that comes directly from
remote locations. Brands, such as FIJI Water, have grown increasingly popular among health-conscious bottled
water drinkers, which has resulted in growing demand for foreign-bottled products.

Barriers to entry in the industry have generally been the result of the large size of the industry's major players.
Companies, such as Nestle SA (Nestle), PepsiCo Inc. and the Coca-Cola Company (Coca-Cola), experience strong
brand loyalty and can overcome unexpected cost increases in their bottled water activities through their wide range
of other product manufacturing segments. Continued growth among these major companies' extraneous production
activities will likely ensure that their industry-relevant bottled water production can continue uninterrupted by any
sudden declines in the economy or changes in input costs. Nevertheless, as the industry expands, the industry is
anticipated to have some smaller industry operators exit over the next five years as the larger companies use their
brand awareness and economies of scale to increase market share. IBISWorld projects the number of industry
operators will fall at an annualized rate of 1.1% to 52 companies over the five years to 2026, while industry
employment is expected to grow at an annualized rate of 0.3% to 1,903 workers during the same period. The
increase in industry employment is anticipated to come from the largest companies, such as Coca-Cola Canada
Bottling Limited, investing in the expansion of their production capabilities in Canada.

International trade within the industry is expected to be favourable for domestic producers over the next five years
as the Canadian and global economy recover and eventually expand. Health-conscious consumers in both the
United States, the industry's largest export market, and Canada, will likely continue to demand bottled water, but



Bottled Water Production in Canada February 2021

15 IBISWorld.com

premium imported water products are expected to continue to enter the Canadian market. Imports are expected to
increase at an annualized rate of 3.2% to $113.9 million over the five years to 2026. Imports as a percentage of
domestic demand are expected to therefore increase from 13.7% of industry demand in 2021 to 14.8% of demand in
2026. Exports are projected to increase an annualized 7.5%, totalling $29.2 million over the five years to 2026.

GOING GREEN

Operators in the industry have intensified the shift toward
environmentally friendly production processes.

Most of the industry's largest companies have pledged to significantly cut down on waste through eco-friendly
initiatives. For example, Coca-Cola has a goal to make all of its packaging recyclable by 2025. New innovations are
expected to be debuted through Coca-Cola's Canadian bottling partner for its Dasani brand during the outlook
period. These include the HybridBottle, which will be made up of a mix of up to 50.0% of plant-based renewable and
recyclable polyethylene terephthalate (PET) material and the introduction of new aluminum cans and bottles for its
Dasani brand, which are easier to recycle.

Bottled water packaging and labelling is also expected to undergo environmental improvements. For example, the
digital capabilities of the newest label-printing machines enable labels and logos to be etched into the bottle using
far less paper, plastic and adhesives. As digital printing increases, bottled water producers may forgo traditional
paper labels and print information directly on water bottles, thereby eliminating much of the paper-based material
used. Alternative packaging materials, such as aluminum and glass, have become possible alternatives, although
the costs associated with transitioning toward these materials will likely increase input costs, despite being easier to
recycle.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income  ($)

2021 634 141 80.0 55.0 1,877 20.3 97.2 90.8 711 31,957
2022 657 147 80.0 55.0 1,896 23.9 102 92.7 735 32,422
2023 669 150 80.0 54.0 1,902 28.2 109 93.7 750 32,586
2024 677 151 79.0 53.0 1,896 28.7 111 94.1 760 32,684
2025 683 152 79.0 53.0 1,900 29.0 113 94.5 767 32,767
2026 687 153 78.0 52.0 1,903 29.2 114 94.8 772 32,874
2027 690 154 78.0 52.0 1,904 29.3 115 95.1 776 32,982



Bottled Water Production in Canada February 2021

16 IBISWorld.com

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

LIFE CYCLE REASONS

The industry is expected to maintain a relatively steady share of the Canadian economy moving
forward

Market saturation is resulting in a greater focus on branding

Exports and imports are expected to experience minimal change in value

The Bottled Water 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 overall economy, is forecast to fall at an annualized rate of 2.6%
over the 10 years to 2026. During the same period, Canadian GDP is expected to rise at an annualized rate of 1.9%.
However, the industry's starting point for this calculation was in 2016, when IVA was unusually high, thus the IVA is
expected to be closer to the expected growth of Canadian GDP. As a result, the industry is expected to maintain a
relatively steady share of the Canadian economy moving forward, indicating that the industry is in the mature stage
of its life cycle.

Consumer interest in the industry's wide range of bottled water styles provided revenue growth for bottled water
producers over the five years to 2021, although the industry is otherwise characterized by stagnant expansion in the
number of industry establishments. Industry growth has been the result of decreased consumer preferences for
carbonated soft drinks, fruit juices, ready-to-drink beverages and functional beverages that typically contain high
amounts of calories and sugars without many dietary benefits. In addition, trade activity is not expected to deviate
much from current values as the export market for bottled Canadian water is not large as a portion of industry
revenue and the import market is mainly for higher priced mineral water and premium water brands, both of which
do not constitute the majority of bottled water consumption. Furthermore, there have been lingering concerns that
home water filters and municipal tap water will likely continue to remain a significant threat to industry producers.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Grocery Wholesaling in Canada

2nd Tier

Vending Machine Operators in Canada

Specialty Food Stores in Canada

Supermarkets & Grocery Stores in Canada

Gas Stations with Convenience Stores in Canada

Grocery Stores In Canada

Key Selling Industries
1st Tier

Water Supply & Irrigation Systems in Canada

2nd Tier

Printing in Canada

Paper Product Manufacturing in Canada

Water Well Drilling Contractors In Canada

Plastic Bottle Manufacturing in Canada

Aluminum Manufacturing in Canada

Products & Services

  SINGLE-SERVE BOTTLES OF STILL WATER

Single-serve bottles of still water are the most widely purchased products
in the Bottled Water Production industry in Canada.

Still water products consist of all types of bottled water that are not carbonated and include spring water, purified
water, mineral water, artesian water, well water and waters enhanced with artificial or natural flavours. Spring water
is collected directly at a natural water source and purified water is tap water that has been deionized or distilled to
meet sterility standards. Mineral water is natural water containing no less than 250 parts per million of natural
mineral solids, artesian water is captured naturally from underground aquifers and well water is derived from holes
that are bored into underground aquifers.

In 2021, this segment is estimated to account for 74.5% of industry revenue and has consistently been the industry's
largest product segment. Still water purchases have remained mostly stable as a percentage of industry revenue
over the five years to 2021, as companies have continually introduced different brands of health-conscious,
flavoured and luxury brands of water. Single-serve bottled water products are most commonly purchased at
supermarkets and grocery stores, although a marginal portion of sales is derived from convenience store and
vending machine sales.

SINGLE-SERVE BOTTLES OF SPARKLING WATER

Single-serve bottles of sparkling water continue to hold an important
share of the industry's total sales volume.

Although carbonated water is packaged in a variety of sizes and bottling materials, bulk packaging generally
consists of bundling single-serve bottles in packages of 12, 24 or 48 units. According to the International Bottled
Water Association (IBWA), sparkling water sales are strongest among countries and establishments in which
consumers drink sparkling water during meals. Demand for sparkling water products has slowly increased as a
portion of industry revenue, representing 2.9% of industry revenue in 2021.



Bottled Water Production in Canada February 2021

18 IBISWorld.com

BULK BOTTLED WATER

Bulk bottled water purchases are purchases of water packaged in
containers that are significantly larger than single-serve bottles, such as
4.0-litre, 11.3-litre and 18.9-litre jugs.

The larger jugs are typically matched with a water dispenser. Bulk bottled water purchases are strongest among
work environments, although 4.0-litre jugs are common purchases among grocery and supermarket consumers.
Bulk bottled water purchases have declined as businesses have switched toward cost-effective tap water filtration
systems. This segment is expected to be significantly affected in 2020 and 2021 as many employees have not
returned to their offices as a result of the COVID-19 (coronavirus) pandemic, leading to little or no need to buy bulk
bottled purchases. Bulk bottled water comprises an estimated 9.0% of industry revenue in 2021.

ICE

The total quantity of ice manufactured by industry operators is largely
independent of the total quantity of bottled water produced.

Industry ice manufacturers generally operate on a smaller scale than major bottled water producers, due to the
specialized transportation costs associated with shipping frozen goods. Manufactured ice is produced in bags
ranging in size, and ice shapes can be made in cube, half-moon or crushed form. Sales of ice are expected to
account for 13.6% of industry revenue in 2021.

Demand
Determinants

Fluctuating product prices and levels of per capita disposable income
largely determine demand for products produced by the Canadian Bottled
Water Production industry.

Consumers have shown strong willingness to eliminate bottled water and ice purchases during periods of reduced
disposable income. Bottled water prices must also be relatively similar to bottled beverages alternatives, such as
soft drinks, energy drinks and functional beverages to capture business from consumers who may want to seek
healthier options than soft drinks and other carbonated beverages. There has also been increased competition from
water purifying products, the manufacturers of which tout both the health and cost-saving benefits associated with
purifying home tap water instead of purchasing bottled water products.

Households with higher disposable income purchase significantly more bottled water and ice products than lower-
income households. Growth in per capita disposable income is an important indicator of increasing consumption of
the industry's products. In addition, higher disposable incomes have facilitated more meal consumption at dining
establishments that offer sparkling water products.

Consumer taste preferences for water are temperamental and fluctuate among bottled water purchases, home water
filtration purchases and general indifference to both. However, urban consumers vastly prefer bottled water products
over water from home taps or restaurant taps. Thus, demand is partly determined by the percentage of consumers
entering densely populated urban areas, with growing city populations typically benefiting overall sales volume of
industry bottled water products. Consumers can also be influenced by the introduction of novel branding materials.
Marketing strategies that stress the product's reduced environmental affect and increased health benefits have been
very successful among an increasingly health-conscious consumer base over the five years to 2021.

However, heightened unemployment and the temporary shutdown of restaurants and bars in 2020 are expected to
constrain demand for industry products, with the exception of initial consumer stockpiling of bottled water to prepare
for the COVID-19 (coronavirus) pandemic.
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Major Markets

  SUPERMARKETS AND GENERAL MERCHANDISERS

Supermarkets and general merchandisers represent the largest market for
the Bottled Water Production industry in Canada.

Large stores offer access to nearly all the industry's product categories, including single-serve still water products,
single-serve sparkling water products, manufactured ice and even some bulk bottled water products for home and
office consumption.

Warehouse clubs and supercentres are also a significant portion of the industry's bulk product sales. Bulk water
purchases have been increasingly common among consumers, which has greatly improved the attractiveness of
mass merchandising warehouses, such as Costco Wholesale Canada Ltd, among consumers. Wholesale clubs
generally offer all industry products in varying quantities and sizes, and a significant portion of the industry's bulk
bottled water sales are derived from wholesale club purchases. This segment's share grew in 2020 as consumers
demonstrated panic buying at the outset of the COVID-19 (coronavirus) pandemic, which led to greater purchases of
industry-relevant products from establishments that regularly offer bulk water products at affordable prices.
However, this share is expected to decline in 2021 as food service and drinking establishments are expected to
have increased seating capacity as a result of more Canadians being vaccinated. Supermarkets and general
merchandisers represent a commanding 35.8% of industry revenue in 2021.

FOOD SERVICE AND DRINKING ESTABLISHMENTS

Food service and drinking establishments represent a significant market
for bottled water manufacturers, selling industry products at locations
ranging from fast food establishments, casual dining restaurants, bars,
clubs and other similar locations.

Sales of industry products at food and drink establishments consist mainly of single-serve sparkling water brands,
although fast food locations have experienced consistent sales from single-serve bottled water products as well.
High markups on bottled water have presented a challenge for the industry when paired against flavoured drink
alternatives, causing total revenue from food and drink establishments to decline as a percentage of industry
revenue over the five years to 2021. Demand from this segment has also declined significantly during the
coronavirus pandemic as restaurants have reduced seating capacity or shut down entirely for lengthy durations.
While restaurants are expected to be able to increase seating capacity as the Canadian population gets vaccinated,
many restaurants have gone out of business, meaning this segment is not expected to fully regain its lost market
share in the near-term. In 2021, IBISWorld estimates 25.7% of industry revenue will come from food service and
drinking establishments.

GROCERY WHOLESALERS

Grocery wholesalers are expected to account for 18.3% of industry
revenue in 2021.

Wholesalers supply the industry's products to supermarkets, convenience stores, drug stores, discount stores and
other specialty stores. This market is the most important link in the supply chain because selling bottled water
products in large volumes makes them the most resourceful and cost-efficient sales channel for industry producers.
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However, retailers have increasingly avoided wholesalers and have used online ordering systems to purchase
directly from producers to cut out the middleman's added transaction costs. This factor has caused demand from
this segment to decline as a share of revenue over the past five years.

CONVENIENCE STORES AND GAS STATIONS

Convenience stores and gas stations represent a consistent market for
industry operators.

Single-serve products and manufactured ice are common staples at gas stations and convenience stores, with sales
typically associated with impulse snack purchases. Additionally, convenience stores attached to gas stations benefit
from being the only option for consumers on the road who have a need to quench their thirst. This segment is
expected to represent 12.0% of industry revenue in 2021.

EXPORTS

In 2021, exports are expected to account for only 3.2% of industry
revenue.

Traditionally, there is very little comparative advantage for foreign countries to purchase and import the industry's
bottled water products, since the global market for bottled water also operates using municipal tap and local
groundwater sources.

OTHER

Other retailers include vending machines, pharmacies, liquor stores,
online purchases and miscellaneous discount brick-and-mortar retailers.

In 2021, this segment is estimated to account for 5.0% of industry revenue. The most common outlet is vending
machines. Vending machines are common outlets for single-serve sparkling and nonsparkling water products
because they are ubiquitous among private businesses, public parks, recreational areas and public transportation
centres. However, the coronavirus pandemic has led to social distancing amid stay-at-home orders in 2020 and
early 2021 and this is expected to minimize revenue from this segment in the near term as people minimize trips to
places where vending machines are typically found.



Bottled Water Production in Canada February 2021

21 IBISWorld.com

International Trade Exports in this industry are    Low and Decreasing

Imports in this industry are    Medium and Decreasing

The Bottled Water Production industry in Canada engages in some international trade, although several factors
inhibit trade from playing a substantial role in industry activities. Production of bottled water is common across
industrialized nations. The relatively low added value of bottled water sales has made international trade of bottled
water products unnecessary and manufactured ice products are highly expensive to ship due to cold storage costs.

Exports

Due to its proximity, most of trade in this industry occurs across the Canadian-United States border. The United
States is the largest trading partner for Canadian bottled water producers. The United States is anticipated to
represent 66.2% of industry exports in 2021. It is generally cost-prohibitive for Canadian producers of bottled water
to ship their products abroad, unless the products travel only short distances to nearby US markets, such as
California, Washington and the Great Lakes region. In addition to the United States, China, Taiwan and Japan are
anticipated to receive a respective 14.6%, 7.8% and 6.8% of exports, respectively, in 2021, likely due to Asia's
access to the Canadian west coast. The value of exports is expected to decrease at an annualized rate of 8.6% to
$20.3 million over the five years to 2021 as domestic demand for bottled water is expected to improve during the
current period and in 2021 specifically as the economy recovers from the COVID-19 (coronavirus) pandemic. This is
likely to make industry operators sell more industry products domestically versus exporting in 2021. However, as
industry plants reach production capacity limits while the Canadian economy and global economy recover, the
industry is expected to increase exports over the five years to 2026.

Imports

The value of imports is anticipated to decrease at an annualized rate of 2.6% to $97.2 million over the five years to
2021. Imported bottled water is estimated to represent 13.7% of Canada's total domestic demand in 2021. France,
the United States, Italy and Fiji are expected to be the largest exporters of bottled water to Canada, representing a
respective 40.1%, 27.2%, 19.6% and 3.6% of industry imports, respectively, in 2021. Much of the industry's imports
come from well-known brands such Perrier bottled mineral water from France, S.Pellegrino mineral water from Italy
and the Wonderful Company's FIJI Water brand from Fiji. Although imports of mineral and artesian waters initially
grew during the early years of the current period, the coronavirus pandemic is anticipated to stifle demand for
imported water over the five years to 2021. However, an expected economic recovery and eventual expansion over
the five years to 2026 should lead to lower unemployment and increasing consumer spending, which will likely lead
to increasing imports as consumers seek out premium-brand bottled waters.
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Business
Locations

  Establishments in the Canadian Bottled Water Production industry are most heavily concentrated within the most densely
populated provinces. As a result, Ontario accounts for the greatest number of facilities, followed by Quebec and British Columbia.
In addition to having high populations, these provinces also have many major manufacturing and distributing centres for both
bottled water and soft drink companies. In many cases, the largest bottling companies engage in the production and distribution of
both bottled water and soft drinks, and their facilities are located close to major cities to reduce the cost of shipping.

Ontario, Quebec and British Columbia represent the three largest provinces in terms of total population, and these three markets
are also the largest areas for industry bottled water locations. Ontario holds an estimated 27.5% of industry establishments and
38.8% of the country's population in 2021. British Columbia holds an estimated 20.9% of industry establishments, which is far
higher than its 13.5% of the Canadian population in 2021. Part of this disparity is likely due to the province's proximity to major
metropolitan markets in Vancouver, Washington and California. Finally, in 2021, Quebec holds an estimated 23.5% of industry
establishments and 22.6% of the Canadian population. All other provinces are estimated to hold less than 10.0% of industry
establishments in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Bottled Water Production industry in Canada has a high level of market share concentration. The top four
players are expected to generate 92.9% of industry revenue in 2021. Given the heavy bulk weight of industry
products and the relatively low value per unit sold, bottled water production is generally taken on by large companies
with major economies of scale and heavy investments in transportation. In many cases, producing bottled water is a
peripheral activity that is performed by major international manufacturers of groceries. IBISWorld estimates there are
only 55 operators competing in the industry in 2021, and the top three bottled water producers are all international
companies that produce and distribute a variety of food and beverages. Multinational corporations such as Nestle
SA, the Coca-Cola Company and PepsiCo Inc. have used existing distribution systems and relationships with
wholesalers to maintain a large share of shelf space within supermarkets, grocery stores, gas stations, convenience
stores and other locations. This strategy has enabled the industry's largest players to maintain their market share
over the five years to 2021, despite wavering demand for industry products compared with at-home filters and
imported brands.

Key Success
Factors

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

Having a cost-effective distribution system:
Strong distribution networks enable bottlers to gain retailer shelf space and reach the maximum number of
consumers.

Economies of scale:
Minimizing marginal and average production costs by producing large volumes will likely enable a company to sell at
a lower price and still maintain profitability.

Establishment of brand names:
Consumers typically purchase water from a narrow range of trusted brands. Ensuring that a company's brand is part
of this small group is vital to winning purchases.

Ability to raise revenue from additional sources:
Since bottled water production is a relatively low-margin activity, most bottled water production activities are
regarded as a peripheral activity for many major soft drink producers.

Economies of scope:
Companies that produce a wide range of brands can target many different markets at once, offsetting losses from
one product with gains from another.

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 varies depending on the size of the company operating in
the industry. Multinational food and beverage corporations supplement
company soft drink production with additional bottling of bottled water.
Doing so yields far higher profit compared with small- and medium-
sized bottled water producers that operate exclusively in bottling water.
Since major companies use preexisting soda bottling capital and
machinery to manufacture bottled water, profit tends to be higher
among these companies compared with regional water bottlers that
must invest heavily in similar machines. The industry's average profit
margin, defined as earnings before interest and taxes, is expected to
decrease from 8.5% of revenue in 2016 to 6.1% of revenue in 2021.
This is primarily the result of the COVID-19 (coronavirus) pandemic,
which is expected to linger in 2021, constrain employment levels and
lead to relatively low levels of per capita disposable income over the
current year. This would subsequently lead to reduced consumer
demand for sparkling, flavoured and artisanal water brands, which
typically command higher retail prices and profit, as they cost more
than regular bottled water. As a result, this will push down the industry
profit margin. However, the industry profit margin is expected to
improve over the five years to 2026 as demand for premium water
brands is likely to improve.

 

  Wages

Wages are expected to represent 14.3% of revenue for bottled water
producers in 2021. The process of purifying and bottling water,
manufacturing ice and applying product labels requires specialized
machinery. Overall, wage expenses have decreased from 22.7% of
industry revenue in 2016. As bottling machinery becomes increasingly
efficient and more affordable, industry producers are projected to
gradually reduce their demand for manual labour. As a result, wages as
a share of revenue are expected to decline over the five years to 2026.
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  Purchases

Industry purchases are expected to account for 49.1% of industry
revenue in 2021. Purchases of raw materials are significant, although
the types of raw materials rarely change each year. Most
manufacturers require high volumes of municipal tap water and may
also need to purchase water purification technology depending on the
product class of the bottled water that is manufactured. Packaging,
plastic bottling, printing and labelling services and occasionally glass
bottling services are required, though the prices of these inputs rarely
experience drastic fluctuations. Plastic and resin are a major expense
for the industry. Volatile crude oil prices will likely continue to translate
into unforeseen costs to purchase these plastic materials from
manufacturers along the supply chain. Increasing costs associated with
raw materials are often passed along to bottled water producers, and
these costs, if high enough, may ultimately reach consumers at the
retail level.

 

  Marketing

Marketing expenses will likely account for 2.7% of industry revenue in
2021. Advertising and promotional budgets are typically high among
major soft drink manufacturing companies, several of which operate
within the industry and provide their bottled water product segments
with additional budgeting for advertisements. The high degree of
competition among bottled water brands will likely result in increasing
investments in marketing moving forward.

 

  Depreciation

Depreciation comprises an estimated 1.7% of industry revenue in 2021.
Costs in this category are related to machinery and plant expansion
and upgrades. The current focus of many industry operators with
regard to capital expenditure is to promote sustainability by mitigating
environmental waste and improving the packaging process.
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  Rent

Rental expenses are expected to make up 3.2% of industry revenue in
2021. High rental costs are associated with large facilities, many of
which are situated in major urban areas where population levels are
relatively high.

 

  Utilities

Utilities are expected to make up 2.5% of industry revenue in 2021.
Utilities, such as electricity, gas and water, are also high compared with
other similar industries. The water that ultimately is bottled into industry
products is not considered a utility expense.

 

  Other Costs

Other expenses are expected to account for 20.4% of industry revenue
in 2021. Expenses included in this category include insurance, legal
fees and research and development costs.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Companies within the Bottled Water Production industry in Canada
primarily compete on price and advertising, the latter of which is essential
for creating brand recognition among consumers.

Industry players maintain a consistent presence by centralizing production activities within major metropolitan areas
to reduce costs. Companies also have reduced costs and increased water purification processes through
investments in cost-saving capital and machinery.

Industry operators also compete for favourable contracts with downstream customers. While large retailers, such as
Walmart Inc. and Loblaw Companies Limited, possess abundant shelf space to offer a variety of bottled water
brands, smaller downstream markets usually carry a limited number of products. Many convenience stores, vending
machines and food service operators limit their water offerings to one manufacturer. For instance, many vending
machines only carry brands such as Dasani, Aquafina or Nestle Pure products, but not all three brands, which
makes it even more difficult for smaller competitors to obtain contracts with downstream markets.

EXTERNAL COMPETITION

Competition from new products, such as ready-to-drink teas, juices and
soft drinks that boast added nutritional benefits, is increasing and may
undermine the major market of consumers that have recently chosen
bottled water as an alternative to sugar-based, caffeinated soft drinks.

Although consumers routinely switch between products, consumers are typically more willing to abandon purchases
of bottled water products since home taps offer a seamless alternative at a fraction of the cost. For this reason,
international beverage production companies, such as the Coca-Cola Company and PepsiCo Inc., fight to keep the
retail price of industry products low and to offer a wide line of soft drink products as a hedge against potential
declines in bottled water sales.

Direct substitutes, such as home water filtration systems, also increased in popularity over the five years to 2021.
Such substitutes have become more attractive to consumers during the recession due to the virtually unlimited
supply of tap water available at a fraction of the cost of bottled water. Consumers have generally become more
environmentally conscious about purchasing excessive amounts of plastic. Since most Canadian refrigerators offer
built-in water filtration systems and ice makers, the industry will likely have perennial competition from not only other
types of drinks, but from different methods of consuming bottled water and ice products.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing
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  Barriers to entry for the Bottled Water Production industry
in Canada are moderate, though perhaps the biggest
challenge for prospective entry is for new companies to
establish a unique brand among major industry rivals.
Brand loyalty alone is not a significant obstacle, but
prospective entrants must distinguish their water brands
based on the water source, bottle design and price to
generate sales.

All companies endure similar water regulations and
standards set forth by Environment and Climate Change
Canada. Companies must adhere to laws and regulations
concerning air emissions, pollutant discharges and waste
disposal practices. Bottling equipment and technology are
essential for producing high quantities of products, and
new operators will endure high transportation costs
associated with distributing bottled water products. Start-
up costs will likely to prevent new entrants from offering
competitive prices, which presents a serious barrier within
an industry that offers highly similar products.

The increasing concentration of major retail chains is
expected to make it difficult for bottled water companies to
compete for limited shelf space. There is high competition
among major soft drink manufacturing companies that
often bottle their own brands of bottled water and
negotiate distribution contracts at much more favourable
rates than new entrants typically are capable of offering.

Barriers to Entry Checklist

Competition High  

Concentration High  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Steady

  The Bottled Water Production industry in Canada has a medium level of globalization through its participation in
international trade and through the global presence of its leading participants. Although international trade does not
represent the clear majority of industry activities, bottled water is both a popular export product to nearby US consumers
and a vital import good for domestic consumers wishing to purchase luxury brands. The three largest major companies
that generate more than 5.0% of the industry's revenue are international food and beverage producers, and the process
of bottling water is just one of many activities performed by most industry players. In most cases, bottling water is a minor
portion of their activities, yet both imports and exports of bottled water occur frequently.
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Major Companies

Major Players Nestle Waters Canada Inc.

Market Share: 36.9%

  Nestle SA (Nestle) is a Switzerland-based multinational company founded in 1866, and is one of the world's largest
food and beverage producers. Headquartered in Vevey, Switzerland, the company manufactures and distributes
powdered and liquid beverages, milk products, ice cream, prepared dishes, cooking aids, confectionery goods, pet
care products and bottled water. Nestle sells more than 2,000 brands of snack foods, beverages and home cooking
products across 187 countries and employs 291,000 people, an estimated 3,200 of which are in Canada. Nestle
participates in the Canadian Bottled Water Production industry through Nestle Waters Canada Inc. (Nestle Waters
Canada). According to its most recent annual report, Nestle generated $123.6 billion in total global revenue in 2019
(latest data available).

While Nestle Waters Canada sells international bands such as Perrier and S. Pellegrino, it bottles its Nestle Pure
Life Natural Spring Water and Montclair Natural Spring Water domestically. The company currently operates a plant
in Aberfoyle, ON, and operates a well in Erin, ON. It also has a plant in Hope, BC, that gets its water from the
Kawkawa Lake aquifer. However, in July 2020, it was announced that Nestle Waters Canada would sell its plants
and well to Ice River Springs. However, the deal fell through in September 2020 as the deal could not get through
the Competition Bureau of Canada's regulatory approval process in a sufficient amount of time.

Financial performance

Based in Switzerland, the company reports its annual financial data in Swiss Francs. However, analysis is based on
revenue in Canadian dollars, and therefore, fluctuations in the exchange rate influence the financial performance of
this company. Despite an anticipated slight decline in industry-relevant revenue in 2020 as a result of the COVID-19
(coronavirus) pandemic, Nestle's Canadian bottled water production revenue is estimated to rise at an annualized
rate of 2.1% to $233.8 million over the five years to 2021. However, the company's operating profit, measured as
earnings before interest and taxes, is expected to fall at an annualized rate of 0.8% to $26.0 million during the same
period.
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Nestle Waters Canada Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 211.0 N/C 27.0 N/C
2017 213.6 1.2 27.7 2.6
2018 221.6 3.7 23.2 -16.2
2019 232.7 5.0 26.6 14.7
2020 221.1 -5.0 18.6 -30.1
2021 233.8 5.7 26.0 39.8

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

PepsiCo Canada ULC

Market Share: 22.5%

Brand Names Aquafina

  PepsiCo Inc. (PepsiCo) is an international food and beverage corporation founded in 1965 and headquartered in
Purchase, NY. The company has predominantly expanded through mergers and acquisitions, by which it obtained
major brands, such as Quaker Oats, Tropicana and Gatorade. PepsiCo's portfolio currently emphasizes its holdings
in groceries, snacks and beverage products. PepsiCo is organized into seven divisions, 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 Asia Pacific, Australia and New Zealand and China. Canadian operations
are broken down into three segments, which include beverages, snack foods and branded foods. Worldwide,
PepsiCo employs about 267,000 people, with an estimated 11,000 people in Canada. In 2019 (latest data available),
the company reported $89.1 billion in global revenue.

PepsiCo first entered the global Bottled Water Production industry in 1994, with the introduction of the brand
Aquafina, which has remained one of the most recognizable bottled water brands in North America. The Canadian
subsidiary of PepsiCo, PepsiCo Canada ULC (PepsiCo Canada) has grown the Aquafina brand in Canada. For
example, the company has aggressively negotiated with professional sports franchises to sell the Aquafina brand
exclusively at sporting venues. With six beverage manufacturing facilities across Canada, PepsiCo Canada is
estimated to satisfy 88.0% of domestic consumption of its products, according to the company website. The
company also works with three franchise-owned bottling operators that manufacture its beverages, which are
Browning Harvey Ltd. in St John's, NL; Cape Breton Beverages Ltd. in Sydney, NS; and Alex Coulombe Ltee in
Quebec City. Thus, not all PepsiCo Canada bottled water sales are manufactured by PepsiCo Canada. In addition,
these companies produce soft drinks, which are not considered to be industry relevant.

Financial performance

PepsiCo Canada's revenue from bottled water activities is expected to increase at an annualized rate of 1.2% to
$142.6 million over the five years to 2021. Even as the industry experienced negative overall effects on revenue in
2020, the company reported an increase in the volume of products sold from its water portfolio in its latest quarterly
filing. Much of the segment's success is the result of consumers seeking to be more health-conscious and thus
substitute sugary drinks with bottled water. Meanwhile, the company's operating profit, measured as earnings before
interest and taxes, is expected to decrease at an annualized rate of 4.5% to $14.8 million over the five years to
2021.
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PepsiCo Canada ULC (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 134.6 N/C 18.6 N/C
2017 127.9 -5.0 16.5 -11.3
2018 128.5 0.5 13.9 -15.8
2019 135.1 5.1 13.5 -2.9
2020 141.4 4.7 12.5 -7.4
2021 142.6 0.8 14.8 18.4

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

Coca-Cola Canada Bottling Limited

Market Share: 20.3%

  The Coca-Cola Company (TCCC) is a leading global beverage producer with more than 500 nonalcoholic brands in
its product portfolio. Founded in the United States in 1886, the company has expanded its operations to more than
200 countries. Its business is divided into seven operating segments, including Eurasia and Africa, Europe, Latin
America, North America, the Pacific, bottling investment and corporate. Overall, through its operating segments, the
company generated $49.5 billion in global revenue in 2019 (latest data available).

TCCC entered the Canadian bottled water market in 1999, with the launch of the Dasani brand. TCCC does not
operate bottling facilities in Canada though and licenses the right to use its trademarks to Coca-Cola Canada
Bottling Limited (Coca-Cola Canada), an independent entity, thus putting Coca-Cola Canada in charge of production
and distribution in Canada. The company has an estimated 5,500 employees across Canada and has a presence in
every province through its five manufacturing facilities and 50 sales and distributions centres. In December 2020,
the company announced it will spend over $35.0 million in the expansion of two plants in the Greater Toronto Area
and one in Montreal.

Financial performance

Growth in the company's bottled water segment is partly due to consumers' shifting interest in purchasing bottled
water rather than carbonated soft drinks. However, competition still exists from at-home filters, which has
constrained revenue growth. Regardless, the company's industry-relevant bottling revenue is anticipated to rise an
annualized 2.9% to reach $128.8 million over the five years to 2021. Despite an anticipated slight decline for
industry-relevant revenue in 2020 as a result of the coronavirus pandemic, the company is anticipated to be
positioned for revenue growth over the five years to 2026 as a result of its recently announced capital investments.
IBISWorld also estimates that the company's operating profit, measured as earnings before interest and taxes, from
bottled water production, will increase at an annualized rate of 2.6% to $32.1 million over the five years to 2021.

 
Coca-Cola Canada Bottling Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 111.7 N/C 28.3 N/C
2017 125.5 12.4 29.2 3.2
2018 125.1 -0.3 24.9 -14.7
2019 126.9 1.4 27.6 10.8
2020 121.1 -4.6 22.6 -18.1
2021 128.8 6.4 32.1 42.0

Source: IBISWorld
Note: *Estimates
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Primo Water Corporation

Market Share: 13.2%

  Primo Water Corporation (Primo Water) is a pure-play water solutions provider headquartered in Tampa, FL.
However, the company has operations across North America, Europe and Israel. The company's formation was a
result of Cott Corporation acquiring Primo Water in March 2020 and changing its corporate name to the acquired
company's name. Primo manufactures water dispensers and also delivers water to households and commercial
businesses. It also produces and sells pre-filled and reusable water containers and operates refill stations. Primo
Water splits its operations into two reportable segments, North America and Rest of World.

The company has two bottled water brands in Canada, which are Canadian Springs and Labrador. Within both
brands, Primo Water offers single-serve bottles, in addition to 4.0-litre, 8.0-litre, 11.3-litre and 18.9-litre bottles. While
water filtration systems remain a threat to the industry, Primo Water also sells these systems, which while not
industry relevant, protect company revenue from substitutes to bottled water. In addition, the company operates 10
manufacturing and production facilities and 15 brand distribution and warehouse facilities in Canada.

Financial performance

Primo Water's operations as a pure play water player have enabled the company to reach both commercial
customers and households via multiple channels, such as retail and delivery service. The company's recent
acquisition has also enabled the company to expand the services it provides and benefit from synergies. Primo
Water's industry-relevant bottling revenue is anticipated to rise an annualized 10.2% to reach $83.7 million over the
five years to 2021. Revenue is expected to decline in 2020 as widespread work-from-home arrangements have
meant that many of the company's commercial customers do not need bottled water. However, the company's
revenue is expected to rebound in 2021. IBISWorld also estimates that the company's operating profit, measured as
earnings before interest and taxes, from bottled water production, will increase at an annualized rate of 3.9% to $7.1
million over the five years to 2021.

 
Primo Water Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 51.6 N/C 5.9 N/C
2017 52.8 2.3 5.3 -10.2
2018 72.8 37.9 6.4 20.8
2019 76.5 5.1 6.8 6.2
2020 69.8 -8.8 4.2 -38.2
2021 83.7 19.9 7.1 69.0

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

Capital
Intensity

The level of capital intensity is    Low

  The Bottled Water Production industry in Canada exhibits a
low to moderate level of capital intensity. Machinery is
essential to performing rapid filling, bottling and labelling
functions. Using total industry wages as an estimate for
total labour costs and total depreciation costs as a proxy
for capital, IBISWorld estimates that for every $1.00 spent
on labour, $0.12 will be spent on capital in 2021. This is an
increase from 2016, when the industry spent $0.07 on
capital for every $1.00 spent on labour. Capital expenditure
is required to purchase water bottling machinery, maintain
equipment and to ensure that operators produce high
quantities of water at a consistent level. However,
companies are still dependent on labour to operate
machinery, and various marketing and promotional
activities continue to require significant levels of
employment. Replacements of bottling machinery occur
infrequently, since many of these investments have
depreciable lives of several decades. In addition, with the
COVID-19 (coronavirus) pandemic of 2020 and 2021
affecting downstream markets, companies are expected to
delay some capital improvement projects to maintain funds
until uncertainty in the Canadian economy subsides.
Capital intensity is expected to increase slightly over the
five years to 2026 as companies continue to find ways to
further automate their production lines.
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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.

Very High Innovation
Concentration

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

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

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

Low Market
Concentration

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

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

Both the ease of entry and the rate of entry in the industry are moderate. While these factors do not significantly add to the
threat of disruptive potential, they do not detract from it either.

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

The most relevant disruptive force in the Canadian Bottled Water Production
industry is the pressure from technologies that mitigate waste and
manufacturing processes meant to preserve the environment.

Consumer purchasing behaviours have altered over the past decade as consumers 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 processes have become a pivotal role in creating and
altering brand images. Consequently, the 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. However, even with this change in industry operators, many consumers are turning away from
bottled water all together in an effort to be environmentally conscious, and instead, using reusable water bottles, such as
Nalgene and Swell, which are made of tritan and steel, respectively. Many consumers fill these bottles with tap water that
they have run through filter systems, such as Brita.

The level of technology change is    Medium

  From digital label printing capabilities to using more environmentally friendly
materials, the Bottled Water Production industry in Canada has experienced
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moderate improvement to its production processes over the five years to 2021.

The trend toward sustainability has encouraged companies to design packaging that uses less plastic and comes partly
from recycled plastic material. Nestle SA has heavily promoted its environmentally friendly Eco-Shape bottling technology.
Since 2012, the company has exclusively shipped its spring water in plastic bottles that weigh 9.2 grams as opposed to
14.0 grams, offer 40.0% smaller bottle caps, have 30.0% smaller printed labels, use 30.0% less plastic and have flexibility
that enables for the entire product to be recycled.

Plastic inputs have also been improved. For example, Coca-Cola Canada Bottling Limited (Coca-Cola Canada) produces
Dasani bottles that comprise 30.0% of plant-based material instead of petroleum-based materials. However, environmental
groups have pointed out that the recycling rate for bottles is still too low for the material to make a difference, since specific
recycling methods must be implemented to capture its benefits. Recycling plants are typically wary to embrace new bottle
separation technology unless enough products use the technology, and currently, the plant-based material technology has
not been fully embraced across the industry. As a result, companies have continued to innovate as the Dasani brand is
expected to debut its HybridBottle, which comprises 50.0% plant-based material and recycled petroleum-based plastic. In
addition, Coca-Cola Canada is expected to replace plastic Dasani water bottles with aluminum cans over the five years to
2026 as aluminum is much easier to recycle compared with plastic.

Water treatment and filtration technology has increased in response to the growing number of water styles that have been
introduced to the industry. In some cases, the method of water filtration is considered a crucial marketing aspect of the
brand. The general bottled water treatment process consists of collecting municipal tap water or groundwater, filtering the
water through multiple filters of sand and carbon, softening the water by removing excess minerals and metal cations,
removing lingering particles through reverse osmosis, adding additional minerals, killing microorganisms through ultraviolet
irradiation, sanitizing the water by adding small amounts of ozone and ultimately bottling the water. Ozone may be added to
spring or mineral water during the bottling process as a disinfectant to prevent the growth of microorganisms. Adding ozone
also removes any odours or flavours to help improve the taste of the water.

Revenue
Volatility

The level of volatility is    Medium

  The Bottled Water Production industry in Canada has exhibited medium
volatility over the five years to 2021.

Water consumption has typically been stable and has trended upward as Canada's population grows and people become
more health-conscious. However, within the bottled water industry exists a wide spectrum of brands at varying price points,
ranging from generic store brands to premium brands such as Fiji and Perrier. In addition, municipal tap water and
household water filters are readily available substitutes for industry bottled water products, while the growing number of
functional beverages and energy drinks has pulled health-conscious consumers away from sales of bottled water. Thus,
despite selling a necessary product, the industry is still suspectable to macroeconomic factors such as changes in
consumer sentiment, per capita disposable income and the unemployment rate, which typically affect the sales of premium
water brands more than generic and low-cost brands. Over the past five years, the industry's largest decline in revenue is
expected to have occurred in 2020 with a reduction of 5.2%, while the largest year of growth was 2016 with an increase of
11.8%. The volatility is caused by continued import competition and the COVID-19 (coronavirus) pandemic that has
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negatively affected relevant macroeconomic factors in 2020 and 2021. Revenue volatility is also expected to decline over
the five years to 2026 under the assumption that no major event significantly affects industry performance in the near term.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

HEALTH CANADA

Health Canada is responsible for establishing standards for the food safety
and nutritional quality of all foods and beverages sold in Canada, including
products produced by the Canadian Bottled Water Production industry.

Through the Canadian Food Inspection Agency's enforcement of the Food and Drugs Act, the federal government also
oversees packaging, labelling and advertising requirements. Any health claim that states, suggests or implies that a
beneficial relationship exists between consuming one of the industry's products and one's health is subject to federal
oversight. The Food and Drugs Act prohibits false, misleading or deceptive product representations. Furthermore, it is legal
for industry producers to make a functional claim stating that the consumption of a food will have an influence on normal
bodily functions or biological activities of the body. However, there must be scientific evidence to validate the claim prior to
its use on food labels or in advertisements.

PRODUCT LABELS AND PROTECTION

Nutrition labelling is mandatory on nearly all prepackaged products.

The Consumer Packing and Labelling Act requires that all prepackaged foods cannot bear any false or misleading
information regarding the origin, quality, performance, net weight or quantity of the food. There are specific legal definitions
for different types of bottled water. Potable water obtained from underground sources other than public community water
supplies can be called mineral water or spring water. Mineral water can be classified as natural mineral water if its
composition has not been altered using chemicals. Bottled water that is not labelled as spring or mineral water may be from
any source, if it is fit for human consumption.

Bottled water can be manufactured from municipal tap water, and chemical processes can be performed to municipal tap
water to lower the mineral content, remove chemicals such as chlorine or to disinfect the water. Provinces and territories
are free to establish additional requirements for bottled water that is bottled and sold within their own jurisdictions.

Industry
Assistance

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

The Bottled Water Production industry in Canada receives no direct
government assistance in the form of import tariffs.

However, trade associations, such as the International Bottled Water Association (IBWA), raise funds and lobby on behalf
of Canadian bottlers, distributors and suppliers. The role of the industry's various associations is to promote the health
benefits of bottled water and work with federal agencies to promote business-friendly regulatory standards for the industry.

Similar to most food and beverage manufacturers, the industry belongs to GS1, a global nonprofit organization with more
than 100 members that aims to develop industry standards that improve supply chain management and efficiency. The
Canadian Bottled Water Association (CBWA) represents bottling distribution and equipment companies, and members of
the CBWA produce nearly 85.0% of the bottled water sold in Canada. Members of the CBWA must also adhere to the
industry standards adopted by the IBWA concerning random plant inspections, audits, quality assurance and other
compliance tests.

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
disposable
income ($)

2012 600 189 84.0 60.0 2,716 27.2 90.6 149 663 28,883
2013 598 184 84.0 59.0 3,080 32.5 92.0 143 658 29,369
2014 550 170 81.0 57.0 2,796 26.2 103 134 627 29,466
2015 541 162 84.0 60.0 2,554 37.7 103 131 606 30,804
2016 605 198 80.0 57.0 2,691 31.9 111 137 683 30,333
2017 662 160 80.0 56.0 2,030 33.8 120 102 749 30,713
2018 665 153 82.0 57.0 1,976 30.3 125 95.4 759 30,873
2019 656 152 81.0 56.0 1,959 39.1 121 94.3 737 31,217
2020 621 122 81.0 56.0 1,880 28.1 108 90.0 701 33,528
2021 634 141 80.0 55.0 1,877 20.3 97.2 90.8 711 31,957
2022 657 147 80.0 55.0 1,896 23.9 102 92.7 735 32,422
2023 669 150 80.0 54.0 1,902 28.2 109 93.7 750 32,586
2024 677 151 79.0 53.0 1,896 28.7 111 94.1 760 32,684
2025 683 152 79.0 53.0 1,900 29.0 113 94.5 767 32,767
2026 687 153 78.0 52.0 1,903 29.2 114 94.8 772 32,874

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2012 3.39 17.7 1.20 -1.64 28.9 -17.8 5.34 33.7 4.77 1.73
2013 -0.31 -2.50 0.00 -1.67 13.4 19.5 1.54 -3.57 -0.86 1.68
2014 -8.05 -7.78 -3.58 -3.39 -9.23 -19.4 11.8 -6.42 -4.70 0.33
2015 -1.71 -4.55 3.70 5.26 -8.66 43.9 0.48 -2.39 -3.26 4.54
2016 11.9 22.5 -4.77 -5.00 5.36 -15.4 7.05 4.80 12.7 -1.53
2017 9.56 -19.6 0.00 -1.76 -24.6 5.95 8.31 -25.6 9.53 1.25
2018 0.39 -4.02 2.50 1.78 -2.67 -10.4 4.00 -6.66 1.46 0.52
2019 -1.43 -0.72 -1.22 -1.76 -0.87 29.0 -3.13 -1.16 -2.92 1.11
2020 -5.24 -20.1 0.00 0.00 -4.04 -28.1 -10.7 -4.56 -4.91 7.40
2021 2.06 15.8 -1.24 -1.79 -0.16 -27.8 -9.92 0.88 1.41 -4.69
2022 3.58 4.54 0.00 0.00 1.01 17.7 4.73 2.09 3.33 1.45
2023 1.91 1.76 0.00 -1.82 0.31 18.0 6.97 1.07 2.10 0.50
2024 1.19 1.06 -1.25 -1.86 -0.32 1.77 2.20 0.42 1.32 0.29
2025 0.79 0.66 0.00 0.00 0.21 1.04 1.34 0.42 0.87 0.25
2026 0.61 0.52 -1.27 -1.89 0.15 0.68 0.97 0.31 0.67 0.32

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 31.4 13.7 4.53 221 24.8 32.3 54,750
2013 30.8 14.0 5.43 194 24.0 36.7 46,558
2014 30.8 16.4 4.76 197 24.4 34.5 47,997
2015 30.0 17.1 6.98 212 24.2 30.4 51,292
2016 32.8 16.2 5.28 225 22.7 33.6 51,022
2017 24.1 16.0 5.10 326 15.4 25.4 50,345
2018 23.0 16.4 4.56 337 14.3 24.1 48,279
2019 23.2 16.4 5.96 335 14.4 24.2 48,137
2020 19.6 15.4 4.52 330 14.5 23.2 47,872
2021 22.2 13.7 3.20 338 14.3 23.5 48,375
2022 22.4 13.9 3.64 346 14.1 23.7 48,892
2023 22.4 14.5 4.21 352 14.0 23.8 49,264
2024 22.4 14.6 4.24 357 13.9 24.0 49,631
2025 22.3 14.7 4.25 359 13.8 24.1 49,737
2026 22.3 14.8 4.25 361 13.8 24.4 49,816

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Canadian Bottled Water Association
http://www.cbwa.ca

BevNET.com
http://www.bevnet.com

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

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

Industry Jargon MINERAL WATER
Natural water containing no less than 250 parts per million of natural mineral solids

PURIFIED WATER
Municipal tap water that has been filtered through deionization, distillation or reverse osmosis to meet safe
consumption standards.

SPARKLING WATER
Water with carbon dioxide gas dissolved into it. Also known as club soda or seltzer.

SPRING WATER
Water that is collected from an underground source that naturally flows to the earth's surface. It must be collected
either from the spring or during underground flow.

STILL WATER
Bottled water that is not carbonated, such as spring water, purified water, mineral water, artesian water and well
water.

WELL WATER
Water that is derived from holes that are bored into underground aquifers. Artesian well water is captured from
underground aquifers.

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
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business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

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

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

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

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

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

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

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

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

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

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

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

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