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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Canadian Cigarette and Tobacco Manufacturing industry is expected to decrease in 2021 due to
the ongoing COVID-19 (coronavirus) pandemic as the economy shifts toward recovery. For more detail, please see
the Current Performance chapter.

· Some of the industry's demand determinants are projected to change in 2021 due to the coronavirus pandemic.
For more detail, please see the Demand Determinants chapter.

· Industry profit is projected to recover in 2021 compared with the industry's more difficult operating conditions in
2020 in light of the coronavirus pandemic. For more detail, please see the Cost Structure Benchmarks chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition Operators within this industry stem and redry tobacco, and manufacture cigarettes, cigars, smoking and chewing

tobacco and reconstituted tobacco. Industry operators acquire raw materials from tobacco growers, and paper and
fibre manufacturers. They then process these materials into tobacco products that are sold to wholesalers and
retailers.

Major Players Rothmans Benson & Hedges

JTI-Macdonald

Main Activities The primary activities of this industry are:

Tobacco stemming and redrying

Manufacturing cigarettes

Manufacturing cigars

Manufacturing fine-cut tobacco

Manufacturing snuff and snus

Manufacturing other tobacco products

The major products and services in this industry are:

Premium cigarette brands

Deep discount cigarette brands

Mainstream cigarette brands

Other tobacco products

Tobacco stemming and redrying
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Supply Chain

SIMILAR INDUSTRIES

Agriculture, Forestry, Fishing and
Hunting In Canada

Paper Product Manufacturing in
Canada

Other Plastic Product
Manufacturing in Canada

Convenience Stores in Canada

Cannabis Production in Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Global Cigarette & Tobacco
Manufacturing

Cigarette & Tobacco
Manufacturing in the US

Tobacco Leaf Processing in
China

Cigarette Manufacturing in China
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Industry at a Glance
Key Statistics

$2.6bn
Revenue

Annual Growth

2016–2021

2.9%

Annual Growth

2021–2026

-0.5%

Annual Growth

2016–2026

 

$1.1bn
Profit

Annual Growth

2016–2021

0.6%

  Annual Growth

2016–2021

 

42.2%
Profit Margin

Annual Growth

2016–2021

-5.1pp

  Annual Growth

2016–2021

 

44
Businesses

Annual Growth

2016–2021

8.0%

Annual Growth

2021–2026

3.8%

Annual Growth

2016–2026

 

2,537
Employment

Annual Growth

2016–2021

5.3%

Annual Growth

2021–2026

1.0%

Annual Growth

2016–2026

 

$216.8m
Wages

Annual Growth

2016–2021

2.3%

Annual Growth

2021–2026

0.7%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

-2.8%
World price of tobacco

1.3%
Consumer spending

1.5%
Canadian effective exchange rate
index

-2.1pp
Percentage of smokers

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Increasing   Competition

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Technology Change
Medium

NEGATIVE IMPACT

  Capital Intensity
High   Industry Assistance

None / Steady

  Concentration
High   Regulation & Policy

Heavy / Increasing

  Industry Globalization
High / Steady

 

Key Trends

 External factors have forced operators to increase their
prices

 E-cigarettes' growing popularity has encouraged
manufacturers to expand their marketing and sales

 The pandemic has greatly eroded the industry's foreign trade
landscape

 Rising compliance costs and expenses is expected to
pressure industry profit

 Major players are expected to acquire smaller manufacturers
that focus on e-cigarettes

 Growing consumption of e-cigarettes in the United States
will likely be satisfied by domestic production

 The introduction of innovative smoking products has fuelled
revenue growth



Cigarette & Tobacco Manufacturing in Canada March 2021

8 IBISWorld.com

Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  Low Competition

  Medium Imports

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  None & Steady Level of Assistance

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  World price of tobacco
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Executive Summary Up in smoke: Prices of cigarettes will likely continue increasing amid tax
hikes and regulatory pressures

The Cigarette and Tobacco Manufacturing industry in Canada has flourished over the five years to 2021 despite
having to contend with tough regulatory pressures, taxation and declining cigarette consumption. The government
has increased excise taxes several times over the past five years in an effort to curb smoking by forcing industry
operators to increase prices to salvage profit, which has nonetheless decreased due to the COVID-19 (coronavirus)
pandemic. This strategy has been successful in part, since cigarette consumption and the number of smokers in
Canada have both declined during the period to the detriment of the industry. However, as a result of tobacco's
inelastic demand, operators have been able to increase prices at a faster rate than demand has fallen; as a result,
this has been a key feature for industry revenue growth. Additionally, the introduction of innovative noncombustible
products has provided the industry with a new revenue source. As a result, industry revenue is anticipated to grow
an annualized 2.9% to $2.6 billion over the five years to 2021, including a decline of 1.0% in 2021 alone.

The introduction of innovative smoking products has fuelled revenue growth because these products are perceived
as less harmful than cigarettes, which has caused consumption to grow. These products have also become an
attractive alternative to cigarette manufacturing, with major players having launched their first products in early 2018.
This product segment has fomented the entry of new companies with a focus on noncombustible smoking products.
However, this has lowered the market share concentration of the industry. This trend has also increased the value of
the industry's international trade in terms of exports, though industry imports have suffered over the past five years.

The industry is expected to contract slightly over the five years to 2026. Prices of cigarettes are expected to continue
increasing amid tax hikes and regulatory pressures, but these are likely to reach a limit. There is also uncertainty
over the success of electronic cigarettes, commonly known as. e-cigarettes, which could lose popularity or become
heavily regulated as its health effects become clearer. As a result, industry revenue is expected to contract an
annualized 0.5% to $2.6 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Percentage of smokers

Cigarette consumption has declined steadily over the past decade due to unfavourable public attitudes toward
smoking. Information disseminated from health authorities on the health consequences of smoking has damaged
industry performance since people have purchased fewer cigarettes. As the percentage of smokers declines,
demand for cigarettes and tobacco products falls, hampering industry revenue growth. The percentage of smokers
is expected to decline in 2021, posing a potential threat to the industry.

 

World price of tobacco

Industry operators source tobacco leaves, the industry's main raw material input, from domestic and international
farmers to produce cigarettes and other tobacco products. When the price of raw tobacco increases, manufacturers
either absorb the higher cost at the expense of profit or raise their product prices at the expense of lower sales
volume. An increase in the world price of tobacco tends to increase revenue since prices tend to be passed on to
consumers. The world price of tobacco is expected to increase in 2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the weighted average of the Canadian dollar
compared with other currencies. As the Canadian dollar appreciates, exports become relatively more expensive for
global consumers, which decreases demand for industry exports. Conversely, if the Canadian dollar depreciates,
exports become relatively less expensive for global consumers, which increases demand for industry exports. The
CEER index is expected to increase in 2021.

 

Consumer spending

Consumer spending on goods, including cigarettes and tobacco products, expands as disposable income levels rise
and as the economic outlook improves. Higher consumer spending encourages smokers to purchase cigarettes
more frequently and trade up to premium brands, boosting industry revenue and profit growth. Consumer spending
is anticipated to increase in 2021, representing a potential opportunity for the industry.
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Current
Performance

The Cigarette and Tobacco Manufacturing industry in Canada has
ultimately thrived amid a tough regulatory environment and unfavourable
consumer trends, with this growth also persisting later over the five years
to 2021 despite the ongoing COVID-19 (coronavirus) pandemic across
Canada.

Growing concern over negative health effects associated with smoking has pushed away potential new consumers
and convinced many Canadians to kick their habit, which has been detrimental for cigarette demand. To this end,
the percentage of smokers has declined an annualized 3.2% over the five years to 2021. This has been a
consequence of mounting government regulation and taxation with the objective of curbing smoking rates, which
has limited expansion opportunities for the industry.

Despite these obstacles, industry operators have taken advantage of the price elasticity of tobacco products, which
measures how sensitive demand is to changes in prices. The addictive nature of tobacco products enables
operators to raise prices of products at a higher rate despite declining demand. As a result, industry operators have
been able to raise their prices and endure the weight of excise taxes and declining smoking rates. Further, industry
operators have introduced next generation products or reduced-risk products, which are noncombustible nicotine
products that consumers have turned to as a substitute for cigarettes. As a result, industry revenue is anticipated to
grow an annualized 2.9% to $2.6 billion over the five years to 2021, including an expected decline of 1.0% in 2021
alone.

TOBACCO PROFIT AND INDUSTRY STRUCTURE

Excise tax hikes over the past five years have been a major weight on
industry profit levels and have motivated enterprises to explore ways to
improve profit.

The world price of tobacco has declined an annualized 3.2% over the five years to 2021, which has aided profit to a
certain extent, though the coronavirus pandemic has reversed these positive trends as profit declined precipitously
in 2020. These external factors have forced operators to increase their prices, which has lowered demand for
tobacco products, fulfilling the objective of government excise taxes. Fortunately for the industry and its operators,
tobacco products are inelastic. According to data from the World Health Organization, a 1.0% increase in the price
of cigarettes in high-income countries only triggers a 0.4% decline in demand.

In another effort to improve profit, the industry has increased its capital intensity and reduced wages as a share of
revenue. The value of industry wages, however, are anticipated to increase, rising at an annualized rate of 2.3% to
$216.8 million over the five years to 2021. Nevertheless , since revenue has increased at a faster rate than wages,
wages' share of industry revenue has declined. Moreover, the industry's growth has been augmented by the
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entrance of new operators. Although the industry has been experiencing a long-running trend of consolidation, the
industry has ultimately begun to tap into new markets for potential growth, namely the growing market of electronic
cigarettes, commonly known as e-cigarettes, and general noncombustible smoking products.

This has become a key segment for expansion for the industry, and has kept the average industry profit margin
relatively high despite the struggles experienced by industry operators during the period. Profit, measured as
earnings before interest and taxes, is expected to account for 42.2% of industry revenue in 2021, down from 47.3%
in 2016. Additionally, the number of industry enterprises is anticipated to grow an annualized 8.0% to 44 companies
over the five years to 2021 as a result of the increased popularity of e-cigarettes.

TOBACCO TRENDS

As traditional forms of tobacco consumption become less popular,
industry operators have focused on alternative tobacco products, such as
e-cigarettes and smokeless tobacco, which has been the fastest growing
segment over the past five years as a result of their perceived reduced
risk and comparatively low level of regulation and taxation.

E-cigarettes' growing popularity has encouraged manufacturers to expand their marketing and sales, with all major
industry operators introducing their first Canadian manufactured products in 2018. Unlike cigarettes, these products
have experienced growing demand and have attracted new consumers. Alongside large price increases, the
expansion of this segment has been a key source of industry revenue growth, particularly since 2015.

TOBACCO TRADE

Industry trade performance has been mixed over the past five years.

For example, the value of industry imports is expected to decrease at an annualized rate of 24.3% to $288.9 million
over the five years to 2021. Despite increasing levels of e-cigarettes and alternative smoking product imports, which
have only started to be manufactured domestically in 2018, the coronavirus pandemic has greatly eroded the
industry's foreign trade landscape. In 2016, imports grew 47.7% despite a depreciating Canadian dollar. This was
also a result of increasing efforts by Imperial Tobacco Canada Limited, which imports all of its products since its
manufacturing plants are located in Mexico, to raise prices amid high regulation and excise taxes. However, in 2020,
due to supply chain and general disruptions to manufacturing activity as a result of the pandemic, industry imports
decreased 75.6% that year. Additionally, the value of industry exports is expected to grow an annualized 4.7% to
$161.6 million over the five years to 2021, however, primarily as a result of price hikes, an improvement in trade ties
with certain downstream markets in the United States and a growing export relationship with Europe.
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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)

Percentage of
smokers

(%)
2012 1,757 870 23.0 22.0 1,419 79.5 358 125 2,035 20.3
2013 1,766 832 25.0 24.0 2,448 93.9 355 214 2,027 19.3
2014 1,790 864 26.0 25.0 2,658 95.7 347 229 2,042 18.1
2015 2,048 1,141 27.0 26.0 1,928 124 789 212 2,713 17.7
2016 2,291 1,333 31.0 30.0 1,961 129 1,165 194 3,327 16.9
2017 2,370 1,383 37.0 36.0 2,030 142 1,274 174 3,502 16.2
2018 2,520 1,417 40.0 39.0 2,308 143 1,535 199 3,911 15.8
2019 2,535 1,436 40.0 39.0 2,366 149 1,188 203 3,575 14.8
2020 2,666 1,056 43.0 42.0 2,522 164 290 216 2,792 15.1
2021 2,640 1,402 45.0 44.0 2,537 162 289 217 2,768 14.4
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Industry Outlook
Outlook The Cigarette and Tobacco Manufacturing industry in Canada is expected

by IBISWorld to contract over the five years to 2026 despite the
anticipated recovery of the Canadian economy following the eventual
conclusion of the COVID-19 (coronavirus) pandemic.

This is because, despite anticipated economic growth during the outlook period, the number of smokers in Canada
is forecast to continue declining. Further, increasing external competition and marginal increases in per capita
disposable income are projected to erode any revenue growth. However, certain market segments, such as
electronic cigarettes, or e-cigarettes, are projected to continue displaying robust growth. Additionally, the industry
will likely increasingly contend with the uncertainty of e-cigarette product growth and regulation. The undefined and
still nebulous success of e-cigarettes will likely define how much the industry can thrive over the five years to 2026
as price increases begin to reach a limit while regulations and excise taxes continue to increase. As a result of these
factors, industry revenue is likely to contract, decreasing at an annualized rate of 0.5% to $2.6 billion over the five
years to 2026.

CONSOLIDATION AND OPERATIONAL EFFICIENCIES

Operating conditions are expected to differ greatly between the industry's
leading companies and its smaller rivals moving forward.

Those companies, which currently dominate the industry, will likely continue to maintain control over most of the
market over the coming years. Consumers are extremely brand loyal and are unlikely to switch tobacco products.
This is a boon to domestic tobacco manufacturers Rothmans, Benson & Hedges Inc. and JTI-Macdonald Corp.,
whose products are among the most popular of those produced in Canada. Rising compliance costs and expenses
associated with tobacco-related litigation, as well as weakened demand for premium cigarette brands, is expected to
pressure industry profit. However, the inelastic nature of the industry will likely ensure that demand from those that
smoke will remain strong despite the rising price of cigarettes. This trend in price hikes, which has kept the industry
growing over the five years to 2021, will likely start to level off as the price of cigarettes starts to reach a limit. There
is only so much that consumers are willing to pay regardless of their loyalty to the product. As a result, the level of
excise tax increases will likely be critical for the performance of the industry.

TOBACCO TRENDS

The rise in demand for new tobacco products, especially and primarily
electronic cigarettes, is overall expected to define the next five years for
the Cigarette and Tobacco Manufacturing industry in Canada.

Consumers, particularly younger customers, have shown an interest in exploring new forms of tobacco consumption
that reduce the risk that comes with traditional cigarette consumption. Additionally, this product segment offers a lot
of room for innovation. Major industry operators are expected to continue investing heavily in research and
development in this product area. The largest investments will likely be targeted toward developing or acquiring new
lines of e-cigarettes, which are expected to become even more popular over the coming years. The expansion of
this segment is anticipated to foment the entry of new enterprises, which is expected to grow an annualized 3.8% to
53 companies over the five years to 2026. Major players are also expected to acquire some smaller manufacturers
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that focus on e-cigarettes, which is likely to tame further growth in the number of enterprises. Furthermore, industry
employment is anticipated to grow an annualized 1.0% to 2,666 employees over the five years to 2026 as a result of
new entrants.

However, while e-cigarettes represent the most promising segment for potential industry growth, they are also the
most uncertain area for tobacco product manufacturers. Over the next five years, regulators are likely to rule on
whether e-cigarettes should be considered as harmful as traditional cigarettes. There is a potential chance that
certain provinces may put an outright ban on these products. Whichever way federal and provincial authorities
decide to rule on the e-cigarette issue is likely to have a major influence on the future of this industry.

TOBACCO TRADE

The industry's international trade levels are expected to decline during the
outlook period, though only marginally and in line with industry revenue
performance, with the industry nevertheless expected to experience
positive trends that are similar to those that occurred over the five years
to 2021.

At the same time, however, the value of industry imports are expected to decline at an annualized rate of 0.5% to
$282.2 million over the five years to 2026. Additionally, it is likely that foreign imports of e-cigarettes will grow at a
slower rate as these products start to be further manufactured in Canada. Similar to imports, the value of exports is
expected to fall at an annualized rate of 0.6% to $157.1 million over the five years to 2021. This will likely be a result
of declining consumption of cigarettes in the United States. The growth in consumption of e-cigarettes in the
neighbouring United States is expected to be satisfied by domestic production and imports from Asian
manufacturers.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Percentage of
smokers  (%)

2021 2,640 1,402 45.0 44.0 2,537 162 289 217 2,768 14.4
2022 2,639 1,390 47.0 46.0 2,562 161 289 219 2,766 13.8
2023 2,623 1,369 49.0 49.0 2,599 160 287 221 2,750 13.3
2024 2,606 1,348 51.0 51.0 2,631 159 286 223 2,733 12.9
2025 2,589 1,329 52.0 52.0 2,654 158 284 224 2,715 12.4
2026 2,573 1,313 53.0 53.0 2,666 157 282 225 2,698 12.1
2027 2,557 1,298 55.0 55.0 2,678 156 281 225 2,682 11.7
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

There is wholehearted market acceptance of the industry's products

There is a very high market concentration

The level of technological change in the industry is low

The Cigarette and Tobacco Manufacturing industry in Canada is currently in the mature stage of its economic life
cycle. Industry value added (IVA), which measures an industry's contribution to the overall economy, is expected to
decrease an annualized 0.2% over the 10 years to 2026. Canadian GDP is expected to grow an annualized 1.7%
during the same period. Although IVA growth that lags behind, or is declining, compared with economic growth is
typically characteristic of a declining industry, there are several more salient factors when it comes to considering
the industry's landscape and structure that more effectively designate it as mature. Namely, there is wholehearted
market acceptance of industry products, which is because tobacco products such as cigarettes, cigars and chewing
tobacco have existed for centuries in Canada. New product innovations such as electronic cigarettes, commonly
known as e-cigarettes, have yet to have a defining influence on the industry's product make up.

The industry is also highly concentrated, with two major players accounting for an estimated 78.6% of industry
revenue in 2021. This a characteristic of a mature industry that has gone through a long process of consolidation. In
addition, the level of technological change characterizing the industry is low, with the only potential change arising
from e-cigarette manufacturing.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Cigarette & Tobacco Product Wholesaling in Canada

Convenience Stores in Canada

Pharmacies & Drug Stores in Canada

Gas Stations with Convenience Stores in Canada

2nd Tier

Consumers in Canada

Key Selling Industries
1st Tier

Cigarette & Tobacco Product Wholesaling in Canada

Paper Product Manufacturing in Canada

2nd Tier

Other Crop Farming In Canada

Products & Services

  The Cigarette and Tobacco Manufacturing industry in Canada is primarily
involved in the production of cigarettes, of which 93.4% is expected to
account for industry revenue in 2021.

This broad category can be further segmented into three more granular categories based on price, which include
premium cigarette brands, mainstream cigarette brands and deep discount cigarette brands. According to the Non-
Smokers' Rights Association (NSRA), the three largest of all tobacco manufacturers in Canada introduced a three-
tier pricing system for cigarettes in the early 2000s in an effort to retain adequate consumption levels across
demographics despite rising excise taxes on tobacco products. This three-tier pricing system has become more
structured in recent years, with all of the major tobacco companies in Canada offering various brands across all
three price points. Figures given for each of the price points are based on data from Euromonitor International, the
Smoking and Health Action Foundation and the NSRA.

CIGARETTES

Overall, cigarette sales volumes have fallen dramatically in recent years
across Canada, as fewer of the country's consumers are choosing to take
up the habit while existing smokers are increasingly choosing to reduce
consumption or quit altogether.

According to data sourced from Health Canada and Statistics Canada, 37.9 billion cigarettes were sold in Canada in
2004. That number has declined at an annualized rate of 4.5% over the past 12 years, to 21.9 billion cigarettes sold
in 2016 (latest data available). Increasingly health-conscious Canadian consumers are more aware of the negative
consequences associated with cigarettes and are choosing not to smoke. Furthermore, the federal and provincial
governments have steadily increased excise taxes on cigarettes, and have also implemented increasingly stringent
rules and regulations surrounding cigarette advertising in a conscious effort to reduce smoking. While these trends
have caused a decrease in the number of smokers in Canada, they have not reduced this segment's share of
industry revenue, since manufacturers have been able to offset reduced sales volume by raising per-unit prices.
Cigarettes remain the most popular method for consuming tobacco in Canada.
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Deep discount brands are the largest and fastest growing category within the broader cigarette segment after
mainstream cigarette brands. In 2021, mainstream cigarette brands are projected to comprise 32.7% of industry
revenue, remaining a stable share of revenue over the five years to 2021, while deep discount brands are projected
to account for 30.9% of revenue. Following these two categories is premium cigarette brands, which are projected to
account for 29.8% of revenue in 2021, increasing as a share of revenue during the period. Discount cigarette brands
in particular are expected to become more popular over the five years to 2026 as rising excise taxes make premium
brands increasingly less affordable.

OTHER TOBACCO PRODUCTS

Other tobacco products represent the fastest growing segment of the
Cigarette and Tobacco Manufacturing industry.

This is partly due to the Canadian government's effort to ban smoking in most public and private establishments. In
response, some Canadian consumers have switched to noncigarette tobacco products, such as smokeless tobacco,
electronic vapour devices and cigars.

Domestic production of cigars and similar products remains negligible in Canada, with most cigars imported from
abroad. The production of smokeless tobacco products, which are commonly known as snuff, snus and dip, is also
negligible in Canada. This is unlike the US tobacco market, where smokeless tobacco products account for more
than 10.0% of industry revenue. Indeed, most of the smokeless tobacco that is consumed in Canada is imported
from the United States, according to the NSRA. Domestic consumption of smokeless tobacco is currently low and is
likely to remain marginal over the coming years.

Electronic cigarettes, commonly known as e-cigarettes, are a small, but rapidly growing segment of the industry. E-
cigarettes consist of battery-powered vaporizers that simulate the process of tobacco smoking by producing an
aerosol that resembles smoke. Instead of tobacco, e-cigarettes heat e-liquids, a solution that typically contains a
mixture of propylene glycol, vegetable glycerin, nicotine and flavourings. Others release a flavoured vapour without
nicotine. These products are particularly attractive to young consumers under the age of 25. According to the 2013
Canadian Tobacco, Alcohol and Drugs Survey (CTADS), 9.0% of all Canadians surveyed had tried an e-cigarette
product at least once. In contrast, more than 20.0% of Canadians between the ages of 15 and 24 had tried an e-
cigarette product at least once.

Consumers have flocked to e-cigarettes for various reasons. Some health-conscious cigarette smokers switch to e-
cigarettes to quit smoking, while others prefer the smoother taste and flavour of e-liquids. E-cigarettes are generally
believed to be less harmful alternatives compared with traditional cigarettes, although studies on the effects of e-
cigarettes have yet to prove conclusive. A study released in early 2015 by Public Health England, an official agency
of the British Department of Health, found that e-vapour products were up to 95.0% less harmful than their traditional
combustible counterparts. However, more recent studies have also claimed these findings were based on biased or
incomplete data. In any case, e-vapour products continue to gain popularity because consumers perceive them as
less harmful alternatives to traditional tobacco products such as cigarettes. As a result, this segment is expected to
grow significantly as a share of revenue over the five years to 2026.

Less popular noncigarette forms of tobacco include hookah and pipe tobacco, and inconsumable tobacco products
such as tobacco water, which is an organic insecticide used in domestic gardening. Topical tobacco paste is another
less popular noncigarette form of tobacco, and is used as a treatment for wasp, hornet, fire ant, scorpion and bee
stings. Overall, IBISWorld estimates that all of these miscellaneous tobacco products account for 2.0% of industry
revenue in 2021, increasing as a share of revenue during the period.

TOBACCO STEMMING AND REDRYING

The industry generates a portion of its revenue from tobacco stemming
and redrying.

A small portion of industry operators act as intermediaries between tobacco farmers and tobacco product
manufacturers. These companies buy tobacco from farmers and often provide financial and technical assistance to
ensure the tobacco crops' quality. After purchase, operators process the raw tobacco to meet the specifications of
smaller-scale tobacco product manufacturers that cannot do so in-house. Generally, tobacco processing consists of
stemming, which is the removal of the stem from the leaf, and redrying, which refers to the removal of excess
moisture so that the tobacco leaves can be stored without decomposing. IBISWorld estimates that tobacco
stemming and redrying services will account for 4.6% of industry revenue in 2021, remaining a stable share of
revenue during the period.

Demand
Determinants

Demand for products in the Canadian Cigarette and Tobacco
Manufacturing industry is partly driven by the social acceptability of
smoking.
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In the past, the association of smoking with a certain lifestyle became ingrained in Canadian society through popular
culture. However, as scientific and public awareness of the adverse health effects associated with smoking became
more widespread, the percentage of adults that took up smoking began to drop significantly over the past 10 years.

Overall, demand for cigarettes is declining due to growing health concerns and the social stigmas associated with
smoking in public places. The consumption of cigarettes has also declined because of extensive steps taken by the
federal and provincial governments to discourage consumption of tobacco products. These measures include strict
restrictions on advertising and sales promotion activities, requirements that health warnings be printed on cigarette
packets and account for at least 75.0% of a product's label, bans on smoking in specified locations and significant
hikes in excise taxes.

Higher excise taxes enforced by state and provincial authorities have also raised the retail price of tobacco products
over the years. For example, federal excise taxes were raised from $17.00 to $21.03 per carton of cigarettes in
2014, which effectively raised the price of cigarettes 23.7% overnight. In 2017, the federal excise tax increased to
$21.56 per carton. Similarly, individual provinces have increased provincial excise taxes several times since 2012,
which has further increased the retail price of cigarettes. These efforts have played a key role in reducing demand
for cigarettes over the past several years. In addition, the rising cost of tobacco leaves has caused manufacturers to
raise the price of their products, furthering discouraging smokers from purchasing a large volume of cigarettes. To
manage their spending on tobacco products, some smokers have traded down to more affordable brands, known as
discount brands, while others have reduced overall consumption. These trends have threatened industry revenue
over the five years to 2021. Nonetheless, the industry's growth during the period stems from the remarkable price
inelasticity of tobacco products. Given the addictive nature of the industry's products, an increase in selling prices
does not tend to significantly curb consumer demand. This has also served to insulate the industry from the worst
effects of the COVID-19 (coronavirus) pandemic, which remains ongoing at the time of writing.

Major Markets

  CONVENIENCE STORES

Stand-alone convenience stores and retailers that operate alongside gas
stations are some of the largest markets for products in the Canadian
Cigarette and Tobacco Manufacturing industry, accounting for 28.5% of
revenue in 2021.

Convenience stores are the most commonly visited retail outlet for purchases of cigarettes and tobacco products.
According to the Non-Smokers' Rights Association, more than 70.0% of all tobacco products in Canada are sold to
customers through convenience stores. Most of these convenience stores are served by direct-to-store relationships
with cigarette manufacturers, while others are served by intermediary tobacco wholesalers.

According to the Canadian Convenience Stores Association, there are more than 22,000 convenience stores across
the country. Conveniently located, speedy and tailored toward small purchases, these stores are perfectly structured
to meet the needs of tobacco users. In recent years, many convenience store chains have extended their operating
hours to entice more consumers into their stores. According to the Canadian Grocer, tobacco sales can account for
more than half of all sales at convenience stores, particularly at smaller locations without gas stations. As a result,
this segment has increased as a share of revenue over the five years to 2021.

WHOLESALERS



Cigarette & Tobacco Manufacturing in Canada March 2021

20 IBISWorld.com

Canadian cigarette and tobacco wholesalers are expected to account for
46.3% of industry revenue in 2021.

Operators in this particular segment purchase large volumes of tobacco products from manufacturers or other
wholesalers to resell to retailers, including supermarkets and convenience stores.

Manufacturers are rapidly developing their own internal distribution networks, known as vertical integration, thereby
helping them sell directly to retailers without having to rely on intermediary distributors. This has changed the
structure of the wholesaling segment and has aided the growth of this segment by improving supply chains. Other
companies, including industry major players Rothmans, Benson & Hedges Inc. and JTI-Macdonald Corp., have also
increasingly relied on their own sales and distribution networks to sell industry tobacco products directly to
convenience stores and other key markets.

Similar to the tobacco industry as a whole, cigarette wholesalers are subject to extensive rules and regulations
governing the sale of tobacco products. Most provinces require wholesalers to have a specific licence to purchase
and distribute tobacco products. For example, wholesalers operating in Ontario must first acquire a Tobacco Tax
Collector certificate from the Minister of Finance prior to conducting business. Wholesalers are also required to
collect and remit the appropriate excise taxes at the provincial level. These taxes vary widely across provinces,
which present significant compliance and administrative costs for these operators. Downstream wholesalers may
also import tobacco from other jurisdictions, though they are required to report these imports on a monthly
wholesaler's return. Imports are further restricted by each province's tobacco marking requirements. As a result, this
segment has decreased as a share of revenue over the past five years.

SUPERMARKETS AND GROCERY STORES

Supermarkets and grocery stores are expected to account for 18.8% of
industry revenue in 2021.

Only large supermarket chains with sufficient purchasing power, such as Loblaw Companies Limited or Sobeys Inc.,
are able to buy directly from manufacturers. However, online ordering has made it easier for smaller supermarkets to
also source directly from the industry's operators. Cigarette sales in supermarkets across Canada have come under
increasing pressure from federal and provincial regulators as of late. In 2004, 10 Canadian provinces implemented
bans on cigarette advertising in grocery stores. The ban required store owners to remove cigarettes from the
shelves in supermarkets and store them behind a desk or in a cupboard attended by a clerk. Research indicates this
ban has helped reduce the sale of cigarettes to minors, and may have also had an effect on cigarette sales overall in
supermarkets. Furthermore, Canadian drug stores and pharmacies are also prohibited from engaging in selling
tobacco products in their stores, unlike stores located in the neighbouring United States. Therefore, this segment
has declined as a share of revenue during the period.

EXPORTS

Exports have historically accounted for a small share of industry revenue
because the manufacturing of tobacco is typically localized due to
extensive regulations.

The price of cigarettes is also generally not enough to offset the high cost of transporting products to foreign
markets. Furthermore, duties and tariffs placed on foreign cigarette sales in certain overseas markets, such as the
United States, make it particularly expensive to sell cigarettes abroad. Thus, exports are anticipated to account for
only 6.1% of industry revenue in 2021, increasing as a share of revenue during the period. Most cigarette exported
from Canada are sold in the United States. Industry operator Grand River Enterprises, which generates most of its
revenue from sales to First Nations reserves and US customers, accounted for most of the industry's export volume
over the five years to 2021.

OTHER

Other markets for tobacco products are expected to account for the
remaining 0.3% of industry revenue in 2021.

These include specialty outlets such as tobacco product shops and other niche stores. While many downstream
hospitality industries including hotels, bars and casinos buy tobacco products from wholesalers, some major chains
are able to purchase directly from manufacturers. Other markets include public areas such as airports, which have
duty-free shops located within international terminals, sports stadiums, online retailers and First Nations reserves.
Online retailing has grown and is expected to continue this growth over the five years to 2026, mainly due to the
convenience of shopping at home through the internet. This segment has maintained a relatively stable share of
industry revenue during the period due to the diversity of markets it represents.
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International Trade Exports in this industry are    Medium and Increasing

Imports in this industry are    Medium and Decreasing

The Cigarette and Tobacco Manufacturing industry in Canada experiences a low to moderate level of international
trade, although the leading manufacturers and their parent companies operate production facilities across the world.
A decline in the number of domestic smokers has encouraged many operators to consolidate their facilities at home
and divert a portion of their operations to growing markets in emerging market countries where labour costs are
lower. At the same time, falling domestic demand has reduced industry imports in terms of unit sales, as has the
COVID-19 (coronavirus) pandemic. Finally, increasing regulation and taxes in the domestic market, as well as
across many foreign markets, have made cigarette imports and exports more expensive. As demand falls for
cigarette products at home and in developed markets, industry operators will likely offshore more production and
turn increasingly to developing countries to service their burgeoning demand.

Imports

Cigarette and tobacco imports are estimated to satisfy 10.4% of domestic demand in 2021, down from 35.0% in
2016. Imports of tobacco products into Canada were historically low until 2006 when Imperial Tobacco Canada
Limited (Imperial Tobacco Canada), a former industry leader, moved its manufacturing operations overseas to
Mexico, which resulted in industry imports increasing 168.4% that year. The relocation of this operator was part of a
larger effort by the company to rearrange its operating units into a more efficient supply management system. Prior
to the move, imports represented a minuscule 3.2% of domestic demand in 2005. Imports from Mexico have grown
steadily ever since the company's move. Currently, Mexico alone is expected to account for 67.3% of imports in
2021, effectively due to Imperial Tobacco Canada's presence in the country. However, the value of imports has
decreased sharply during the period, mostly due to the coronavirus pandemic causing imports to decrease 75.6% in
2020 alone. Overall, the value of industry imports has declined an annualized 24.3% to $288.9 million over the five
years to 2021.

The United States makes up the second-largest exporter of industry products, accounting for 10.9% of imports in
2021, although it has fallen steadily in unit sales over the past five years. This is due in part to the steady rise
regarding the duty rates placed on tobacco imports. The excise tax on tobacco imports varies from province to
province, but it has grown dramatically over the past 10 years. Sales of US tobacco imports have also fallen due to a
reduction in the amount of illicit cigarette traffic between the United States and Canada. In the past, smugglers
would ship cigarettes across to the United States, relabel them and then reimport the final product to the United
States so as to avoid heavy domestic excise taxes, particularly in New York. However, a concerted effort by the
Canadian government in concert with the largest tobacco producers has helped stem the tide of illegal cigarettes
being trafficked between countries. All other countries account for an insignificant share of industry imports.

Exports

Most industry exports are shipped to the United States, representing an estimated 98.8% of exports in 2021. The
United States is a convenient location for cigarette exports mainly due to its proximity to Canada, which makes
shipping and selling products relatively less expensive. Canada also ships relatively small amounts of cigarettes to
Costa Rica, Israel and Switzerland. However, overall, the industry generates only a small amount of its revenue
through export sales. IBISWorld estimates that the value of industry exports has risen at an annualized rate of 4.7%
to $161.6 million over the five years to 2021, accounting for 6.1% of industry revenue in 2021.
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Business
Locations

  In recent years, many operators in the Canadian Cigarette and Tobacco Manufacturing industry have increasingly and steadily
consolidated to achieve cost savings and efficiencies. On average, industry operators operate only one manufacturing plant.
However, as a result of the expansion of the electronic cigarettes market, the number of industry establishments has risen an
annualized 7.7% to 45 facilities over the five years to 2021. Further, 13 employing establishments, all of which are based in
Quebec or Ontario, account for nearly 92.0% of the industry's output in any given year. The number of industry establishments
mainly includes manufacturing facilities and manufacturers' main sales and distribution branches, such as corporate headquarters
involved in the direct sale of tobacco products to wholesalers or retail outlets.

The geographic spread of these facilities is highly concentrated in Canada's two largest territories by population, Ontario and
Quebec. These two provinces also happen to be major agricultural hubs for tobacco growers. Ontario is known for its tobacco belt,
a growing region located in Norfolk County and eastern Elgin County in Southwestern Ontario. This territory is ideally located near
the north shore of Lake Erie, which is endowed with a moderate climate and sandy and silt-loam soils, well-suited for a wide
variety of crops including tobacco. An estimated 90.0% of all tobacco grown in Canada is produced in this region. As a result,
Ontario is expected to account for 55.6% of all industry establishments in 2021.
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In 2021, Quebec is expected to account for 36.1% of business locations, the second-largest concentration of industry
establishments in a given province. In addition to Ontario, the remaining bulk of tobacco in Canada is grown in Quebec. Tobacco
farming in the province began in 1930 when the region was first introduced to flue-cured tobacco. In recent years, the number of
tobacco farmers in Quebec has dwindled to below 50 growers. Falling demand and increased regulation have hurt what few
producers are left in the tobacco growing industry. Most farmers have applied for federal and provincial transition payments to exit
tobacco growing altogether. Nevertheless, the region remains a popular area for some of the industry's manufacturers due to its
population size. Quebec is also the second-largest province in Canada by population size. Manitoba and Nova Scotia collectively
account for the remaining industry establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Cigarette and Tobacco Manufacturing industry in Canada is highly concentrated, with the top three operators
accounting for an estimated 80.7% of industry revenue in 2021. In 2006, major player Imperial Tobacco Canada
Limited (Imperial Tobacco Canada) left the industry when it moved its primary manufacturing facilities to Mexico.
Prior to its move, Imperial Tobacco Canada comprised the largest cigarette and tobacco products manufacturer in
Canada, accounting for an estimated half of the domestic retail market for cigarettes. The industry's market share
concentration has remained stable after Imperial Tobacco Canada's departure until more recently, when new
enterprises started to enter the industry. This influx of new entrants is a result of the growing consumption of
electronic cigarettes, commonly known as e-cigarettes. The market is still dominated by two manufacturing giants,
Rothmans, Benson & Hedges Inc. (RBH) and JTI-Macdonald Corp. (JTI-M). These major players each employ more
than 500 people and control a combined 78.6% of industry revenue in 2021. Industry market share concentration is
expected to remain high over the five years to 2026, as major players such as RBH and JTI-M continue to rely on
strong brand recognition and substantial promotional activity, such as allowances paid to retailers, to sustain their
market share. However, a substantial number of new enterprises have entered the industry over the five years to
2021 due to the growing e-cigarette product segment. This has reduced the market share concentration of the
industry over the past five years. However, this is expected to stabilize moving forward as the product segment
matures and major players begin to acquire many of these small enterprises. Additionally, mounting regulatory
pressures on tobacco products, including e-cigarettes and vaporizers, are likely to halt the entry of more small
enterprises seeking to capture the opportunity of the growing product segment.

Key Success
Factors

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

Economies of scale:
Successful companies benefit from the large scale of operations, which helps them spread production costs over a
large volume of output, reducing per-unit costs.

Ability to effectively change community behaviour:
The leading producers have introduced new products, such as e-cigarettes, which are perceived as healthier
alternatives to traditional tobacco products, to maintain demand for industry goods.

Marketing of differentiated products:
Successful manufacturers market their products aggressively through advertising and branding due to the
homogeneous nature of cigarettes and tobacco products.

Ability to pass on cost increases:
Due to rising excise taxes and falling demand for industry products, the leading producers have increased their
product prices to maintain earnings.

Effective quality control:
It has become imperative for operators to produce high-quality cigarettes due to extensive media coverage of the
negative health consequences of smoking. Also, faulty products can lead to product recalls and taint a brand's
reputation.
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Cost Structure
Benchmarks

  Profit

Earnings are exceptionally high in the industry. Profit, measured as
earnings before interest and taxes, is estimated to account for 42.2% of
industry revenue in 2021, down from 47.3% in 2016. This decline is
primarily due to the COVID-19 (coronavirus) pandemic, although profit
is projected to increase in 2021 alone compared with 2020 as the
economy begins to rebound. In 2020, profit accounted for 28.9% of
revenue. However, industry profit generally tends to be high due to the
very nature of the industry; more specifically, according to data from the
International Agency for Research on Cancer at the World Health
Organization, a 1.0% increase in the price of cigarettes in high-income
countries will likely result in demand falling 0.4%. This flexibility
consequently enables tobacco companies to raise their prices amid
increasing regulatory costs while maintaining relatively stable profit,
even if the overall volume of tobacco sales falls.

 

  Wages

Wage costs are expected to account for 8.2% of industry revenue in
2021, down slightly from 8.5% in 2016. While tobacco companies
increased headcounts within their corporate and administrative offices,
efforts to consolidate operations has reduced costs associated with
production. As a result, revenue growth has outpaced wage growth
over the five years to 2021. It is important to note that during the period,
production wages, which are wages paid to manufacturing employees,
declined, while wages paid to administrative personnel, which include
workers within the management, marketing and litigation departments,
increased.
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  Purchases

Purchase costs are expected to account for 13.9% of industry revenue
in 2021. Purchases include a variety of raw materials, such as tobacco
leaves, additives, cellulose materials and packaging. However, the
most important and substantial input for industry producers is the
tobacco leaf. The world price of tobacco is anticipated to decline an
annualized 3.2% over the five years to 2021. However, revenue has
outpaced the growth of input costs, which has kept purchases as a
share of revenue relatively stable over the past five years.

 

  Marketing

Marketing and advertising costs are expected to account for an
insignificant share of industry revenue, generating an estimated 0.4% of
revenue in 2021. The Tobacco Act of 1997 effectively prohibits tobacco
manufacturers from using traditional marketing methods such as
banners, TV or print advertising and attractive packaging. Examples of
acceptable advertising programs implemented by manufacturers
include consumer engagement programs and promotional activities
such as discounts and retail coupons, which can only be distributed to
adult smokers.

 

  Depreciation

Depreciation costs are anticipated to account for 2.6% of industry
revenue in 2021. While capital investments have remained steady over
the past five years, they have generally declined over the past decade
as operators have increasingly consolidated their manufacturing
operations.
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  Rent

Rental costs are expected to account for 6.7% of industry revenue in
2021.

 

  Utilities

Utility costs are expected to account for 0.4% of industry revenue in
2021.

 

  Other Costs

All other costs are expected to account for 25.5% of industry revenue in
2021. Litigation costs and settlement payouts are major costs for
industry operators. For example, over the past five years, industry
leader Rothmans, Benson & Hedges Inc. has dealt with several legal
suits, which the company considers could substantially reduce its
profitability and impair its liquidity over the coming years. The company
currently has a dozen pending health cases originating from Canada.
However, the company also notes that it has never formally lost a
tobacco-related claim in court. Canadian tobacco manufacturers have
historically chosen to appeal all claims via the court system, rather than
settling out of court. More recently, Canada's three largest operators
were served a $15.6 billion class action suit, which alleges that the
three manufacturers are responsible for tobacco-related illnesses
suffered by 1.0 million smokers in Quebec. This claim has already been
appealed by the three operators and is likely to reach the Supreme
Court of Canada over the coming years.

In addition to litigation costs, remittance of federal excise taxes
constitutes another major expense for industry operators. In general,
tobacco manufacturers are responsible for collecting and remitting the
appropriate excise taxes at the federal level, while wholesalers and
certain retailers are responsible for remitting excise taxes at the
provincial level. Accordingly, federal excise taxes are included in this
cost structure. Federal excise taxes have risen significantly during the
period, with tax hikes occurring more recently in 2017. These hikes
raised the excise tax from $17.00 per carton of cigarettes in 2012, prior
to the beginning of the period, to $21.56 in 2017. This trend is expected
to continue over the coming years.

 



Cigarette & Tobacco Manufacturing in Canada March 2021

29 IBISWorld.com

Basis of
Competition

Competition in this industry is    Low and the trend is Steady

  Relative to other domestic nondurable goods manufacturers, operators in
the Canadian Cigarette and Tobacco Manufacturing industry experience a
low level of overall competition.

Manufacturers compete based on product price, quality and differentiation, although most customers exhibit strong
brand loyalty. The retail market for tobacco products is primarily divided between Imperial Tobacco Canada Limited,
which has no domestic manufacturing presence, and the industry's two largest companies, Rothmans, Benson &
Hedges Inc. and JTI-Macdonald Corp., together account for an estimated 78.6% of the industry in 2021. To this end,
the industry is consolidated enough that neither company is likely to gain or lose significant market share over the
five years to 2026.

INTERNAL COMPETITION

The perceived quality of a particular industry product and brand
determines the price that its downstream consumers are willing to pay.

While there are many different products available in the domestic market, the leading manufacturers experience a
high degree of brand loyalty for their cigarettes and tobacco products. However, there is not a significant product
differentiation between the industry's largest operators. Canadian tobacco manufacturers are required to use the
same type of additive-free tobacco leaf, which prevents operators from differentiating their products in terms of taste
or overall nicotine content. Furthermore, federal regulations require that warning messages must account for at least
75.0% of a tobacco product's label, which effectively prevent manufacturers from relying on attractive packaging to
boost brand recognition. Nonetheless, producers have been able to drive their brand loyalty by introducing a three-
tiered pricing system, maintaining a robust reputation and building strong relationships with convenience store
chains and other key markets. Strong brand loyalty for cigarettes, along with the addictive nature of nicotine, hedges
producers from declining demand prompted by growing health concerns and rising prices. However, the ability of
companies to rely on these product differentiation methods is likely to decline as newly ratified packaging and
marketing regulations are put into effect; for more information, refer to the Regulation and Policy section of this
report.

Despite the addictive quality of nicotine and strong consumer loyalty to specific brands, significant price increases
can cause smokers to trade down to more affordable brands or purchase a smaller volume of cigarettes. As a result,
operators compete to offer affordable product prices at different retail channels. Larger producers benefit from
possessing substantial market power and long-term contracts with suppliers of key industry inputs. The industry's
leading manufacturers experience lower input and purchasing costs when compared with smaller producers, which
helps larger operators remain profitable despite declining consumption and increased price-based competition.

EXTERNAL COMPETITION

The main source of external competition that cigarette and tobacco
manufacturers experience is producers of smoking cessation products.

The nicotine patch, gum and pill are designed to help people slowly decrease their dependence on the nicotine
content of tobacco. As more smokers reduce their reliance on nicotine through these products, demand for
cigarettes will likely fall.
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Barriers to
Entry

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

  Barriers to entry for the Canadian Cigarette and Tobacco
Manufacturing industry are very high, and this is partly
due to the number of laws and regulations governing the
industry. Overall, the manufacture, sale and use of
tobacco products are subject to more than 200 laws and
regulations across Canada enacted at the federal,
provincial and municipal levels. The Tobacco Act provides
the federal government with the authority to enforce these
laws. To manufacture tobacco products, industry
operators must first obtain a tobacco licence.
Manufacturers that operate vertically integrated
manufacturing operations must also obtain licences and
permits for the distribution of products. Finally, the
Tobacco Tax Act requires all businesses that plan on
importing and exporting tobacco in bulk must register with
the Client Services Branch to obtain a Registration
Certificate for Import or Export and a Wholesaler's Permit.
The government also imposes substantial excise taxes at
all levels of the tobacco industry to discourage the
production and sale of products.

Additionally, this industry necessitates significant initial
capital investments, which represent another barrier to
entry. Potential new entrants must purchase machinery
and equipment to produce and pack cigarettes. While
used cigarette producing and packing machines are
available, the price of used equipment is still significant
and can lead to greater maintenance fees in the long
term.

The two largest cigarette and tobacco product
manufacturers, Rothmans, Benson & Hedges Inc. and
JTI-Macdonald Corp., effectively control an overwhelming
majority of the Canadian tobacco market. These
manufacturers also benefit from lower per-unit production
costs due to economies of scale. As a result, they are
able to lower the prices they charge their downstream
customers to aggressively compete with new entrants.
Most importantly, declining demand for cigarettes poses
the most significant barrier to entry, as the industry
presents very limited, if any, opportunities for growth.
Over the five years to 2021, stronger demand for novel
tobacco products, such as electronic cigarettes, or e-
cigarettes, has temporarily lowered the industry's barriers
to entry. However, at the same time, domestic
manufacture of these products remains marginal. Further,
individual provinces are likely to pass regulations specific
to these products in the near future, which will likely
discourage newcomers from entering the industry. Large
operators are also expected to acquire small e-cigarette
manufacturers and expand the segment, which is likely to
absorb most growth opportunities for new entrants.
Overall, IBISWorld expects this industry's barriers to entry
to continue rising over the five years to 2026.

Barriers to Entry Checklist

Competition Low  

Concentration High  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance None  

Industry
Globalization

Globalization in this industry is    High and the trend is Steady

  The Cigarette and Tobacco Manufacturing industry in Canada has a high level of globalization, as the two major industry
players are both wholly owned subsidiaries of two of the world's largest cigarette companies, Philip Morris International
Inc. (Philip Morris International) and Japan Tobacco International; at the time of writing, Philip Morris International has
deconsolidated its ownership of Rothmans, Benson & Hedges Inc., though the company remains fully operational and a
participant in the industry. However, despite the industry's high level of globalization, more than half of total production for
the domestic market primarily takes place within Canada due to the efficiencies and cost savings of localizing production
and distribution. This excludes all cigarettes that are produced by Imperial Tobacco Canada Limited (Imperial Tobacco
Canada), which used to produce cigarettes domestically, but has since moved its production facilities to Mexico in 2006.
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Imports conducted on behalf of Imperial Tobacco Canada have accounted for a dominant share of import volume since
2007.

Industry operators engage in limited opportunities for international trade compared with other industries and with respect
to this industry's position in the supply chain for tobacco and cigarette products. Most of the trade for tobacco takes place
within the upstream Tobacco Growing industry in the United States (IBISWorld report 11191). Additionally, since cigarette
production is localized, domestic producers satisfy most demand for cigarettes and tobacco products. However, imported
cigarettes are expected to satisfy 10.4% of domestic demand in 2021. Overall, the value of industry imports has fallen
over the five years to 2021, primarily driven by supply chain disruptions on a global level as a result of the ongoing
COVID-19 (coronavirus) pandemic. In contrast, the value of industry exports has increased over the past five years,
driven primarily by Grand River Enterprises, a minor player in this industry, increasing sales to US markets.
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Major Companies

Major Players Rothmans, Benson & Hedges Inc.

Market Share: 53.1%

  Rothmans, Benson & Hedges Inc. (RBH) is the largest fully integrated Canadian manufacturer and distributor of
various tobacco products. Originally formed by the merger of the Canadian units of Rothmans International and
Benson & Hedges, the company was purchased by Philip Morris International Inc. (Philip Morris International) in
2008. Since the acquisition, RBH has operated within Philip Morris International's Latin America and Canada
segment, though RBH was deconsolidated and spun off from Philip Morris International in 2019; currently, RBH
operates independently, though details on the deconsolidation are still emerging.

The former parent company is a Virginia-based manufacturer and distributor of tobacco products in more than 180
countries, excluding the United States. Philip Morris International's iconic Marlboro brand is the most popular
cigarette brand worldwide. Outside of the United States and China, both of which are regions where the company
has no appreciable presence, Philip Morris International controls an estimated 27.9% of the global cigarette market.
The parent company distributes products primarily through its internal sales and distribution branches, although it
relies on intermediary tobacco wholesalers in certain markets, including Canada. Headquartered in Toronto, RBH's
products are manufactured in Quebec City and Brampton, ON. Similar to other major tobacco manufacturers, RBH
produces a variety of brands of cigarettes including Canadian Classics, Next, Number 7 and Accord. Products range
in quality from premium brands such as Craven A's, Davidoff and Benson & Hedges, to less expensive discount or
value brands such as Accord, Canadian Classics or Mark Ten. RBH also offers its cigarettes in an assortment of
sizes and formats, including King Size, 100s and Superslims.

Financial performance

RBH became the leader of the industry after Imperial Tobacco Canada Limited offshored its production operations to
Mexico in 2006. Previously, RBH had been the second-largest producer in Canada. According to data provided by
the Smoking and Health Action Foundation and the Non-Smokers' Rights Association (NSRA), the company's most
popular brands in Canada are Canadian Classics, Next, Number 7 and Belmont.
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RBH has performed relatively well over the five years to 2021 despite difficult operating conditions and the shrinking
Canadian market for tobacco products. The company has generally been able to raise prices and pass on any major
increases in excise taxes to downstream consumers. IBISWorld expects the company's industry-relevant revenue to
rise at an annualized rate of 1.3% to $1.4 billion over the five years to 2021. RBH has been able to raise per-unit
prices on cigarette products several times during the period, which has slightly helped offset declining unit sales
volume. The company's industry-relevant operating profit, measured as earnings before interest and taxes, is
expected to decrease an annualized 0.5% to $185.7 million over the five years to 2021.

 
Rothmans, Benson & Hedges Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,310.9 N/C 190.7 N/C
2017 1,401.8 6.9 207.9 9.0
2018 1,444.1 3.0 205.8 -1.0
2019 1,425.1 -1.3 192.6 -6.4
2020 1,467.2 3.0 172.4 -10.5
2021 1,400.8 -4.5 185.7 7.7

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

JTI-Macdonald Corp.

Market Share: 25.5%

  JTI-Macdonald Corp. (JTI-M) is the second-largest manufacturer and distributor of cigarettes, cigars and other
tobacco products in Canada. Originally founded in 1858 as Macdonald Tobacco Co., the company's name was
subsequently changed to JTI-Macdonald Corp. when it was acquired by Japan Tobacco International (JTI) in 1999.
JTI is a highly diversified holding company that manufactures tobacco products, pharmaceuticals, various beverages
and processed foods for sale in over 120 countries. The industry-relevant JTI-M subsidiary has been a part of the
parent company's international tobacco business segment since its 1999 acquisition.

Headquartered in Mississauga, ON, JTI-M operates additional offices in Toronto and Tillsonburg, ON. The
company's manufacturing plant is located in Montreal. According to estimates from the Non-Smokers' Rights
Association and the Smoking and Health Association Foundation, JTI-M employs more than 500 workers across its
various manufacturing and distribution establishments. Similar to Rothmans, Benson & Hedges Inc. (RBH), JTI-M
manufacturers a variety of cigarettes. Its flagship brands include Macdonald Special and Camel, the company's
most popular brand imported from the United States. Besides standard cigarettes, the company also produces two
lines of fine-cut products, Daily Mail and Export ‘A,' and a line of cigars including Century Sam, El Producto, Muriel
and Tueros. Over the years, the company has discontinued or rebranded several of its older brands including British
Consols, Canadian Legion, Cavalier and Consols.

Financial performance

JTI-M is the second-largest cigarette manufacturer located in Canada, and accounts for an estimated 25.5% of the
market in 2021. JTI-M's market share has increased over the five years to 2021, as the company has made inroads
against its primary competitor, RBH. Given JTI-M's specialization in the production of premium- and mid-priced
cigarettes, improving economic conditions over most of the five years to 2021 have thus stimulated consumer
demand for the company's Export ‘A' and MacDonald brands. The company's industry-relevant revenue is expected
to grow an annualized 5.8% to $673.1 million over the five years to 2021. Additionally, the company's operating
profit, measured as earnings before interest and taxes, is expected to grow an annualized 9.4% to $228.1 during the
same period.
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JTI-Macdonald Corp. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 508.9 N/C 145.4 N/C
2017 551.4 8.4 163.4 12.4
2018 597.0 8.3 183.3 12.1
2019 596.6 -0.1 189.5 3.4
2020 625.8 4.9 205.4 8.4
2021 673.1 7.6 228.1 11.0

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies Grand River Enterprises

  Market Share: 2.2%
  Grand River Enterprises (GRE) is located on the Six Nations of the Grand River Reserve in Ontario. The company

focuses on shipping most of its products to reservations and to the United States, although the company's fastest
growing market is sales to China. The company also has a manufacturing facility in Germany, where a large portion
of its products is manufactured. Over the five years to 2021, the company's sales to US customers have accounted
for most of this industry's overall export volume. In recent years, GRE has been accused of attempting to avoid
paying excise taxes on its tobacco shipments. Further, the company is suspected of not complying with the Ontario
quota system, which it has allegedly skirted by shipping larger-than-permitted volumes of cigarettes to reserves.
GRE has also contended with legal issues in the United States which the New York State Attorney General filed a
lawsuit against the company for "illegally selling its products to Native Wholesale Supply instead of a New York-
licensed stamping agent that would prepay the New York State cigarette excise tax and affix the state tax stamp, as
required under the law." Although this company is private, and therefore, does not provide any financial information,
IBISWorld projects that the company will generate $57.1 million in industry-relevant revenue in 2021, corresponding
to a market share of 2.2%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Cigarette and Tobacco Manufacturing industry in
Canada ultimately experiences a high level of capital
intensity. Industry operators use a variety of machinery and
equipment to manufacture industry products, including
blending and mixing lines, cartoning machines, cigarette
making machines, cooling drums, cutters, cylinders, filter
foaming and making machines, fumigation chambers,
rolling machines and wrapping machines. The industry is
expected to spend $0.32 on capital for every $1.00 spent
on labour in 2021, up from $0.28 in 2016. Depreciation
costs have increased at a faster rate compared with wages
over the five years to 2021, as industry operators have
increasingly automated their manufacturing operations to
boost efficiency and sustain profitability despite reduced
consumption and rising compliance costs. As more
enterprises move toward manufacturing electronic
cigarettes and other noncombustible tobacco products,
capital intensity is anticipated to increase as the investment
in new equipment grows.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

Very Low Innovation
Concentration

Very
Unlikely

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

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.

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

Very High Market
Concentration

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

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

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 Cigarette and Tobacco Manufacturing industry in Canada is exposed to a
variety of potential technological disruptors that could hurt demand for
tobacco-based products.

The strongest current trend has come from the developments in cannabis production and products. Although cannabis is
not an exact substitute for tobacco, its growing consumption does shift demand away from tobacco products, particularly
smoking products. As a result, technological advancements that expand the range of cannabis-based products and improve
their health-related concerns are prevalent disruptors of the industry, and will likely persist over the five years to 2026.

Moreover, technological advancements in products aiding consumers to quit their smoking habit, such as nicotine patches
and gums, are major disruptors of the industry that actively reduce the demand for cigarettes and tobacco products.
Industry operators have answered to this trend by developing smokeless products and nicotine-free smoking devices
through electronic cigarettes and vaporizers.

The level of technology change is    Medium

  The Cigarette and Tobacco Manufacturing industry in Canada experiences
moderate technological change.
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Canadian companies own and operate some of the most technologically advanced tobacco manufacturing technology.
Improved manufacturing processes that use computers to track production runs and monitor the moisture content of
products have boosted production efficiencies while also improving product quality. New technological developments have
driven industry operators to rely more on machines and less on manual labour, which has minimized production wage costs
for companies. Operators have also invested in new inventory management systems to address issues related to cigarette
smuggling and excise tax differences across provincial lines.

Technological developments are primarily concerned with the research and development of novel tobacco products that do
not involve the combustion of tobacco leaf. According to Health Canada, the primary health risks associated with tobacco
use come from chemical byproducts of combustion, though studies have shown that smokeless tobacco products such as
snuff can also lead to health issues. Electronic cigarettes, commonly known as e-cigarettes, which were first invented and
produced in 2003 by a Chinese pharmacist, have become one of the fastest growing product segments in this industry.
However, these products are mostly imported from overseas rather than manufactured domestically.

E-cigarettes consist of battery-powered devices that simulate tobacco smoking by vaporizing a liquid solution. Although the
health effects of smoking e-cigarettes instead of conventional cigarettes have not been solidified, the leading producers
have invested in new technology to manufacture high-quality e-cigarettes. For example, Philip Morris International Inc.,
which is the parent company of Rothmans, Benson & Hedges Inc. prior to the latter's deconsolidation from its parent
holding company, has spent more than $2.0 billion both on designing and subsequently marketing smokeless tobacco
products since 2008, according to a company publication. Major industry operators have released their first Canadian
manufactured next generation products, which include e-cigarettes, vaporizers and other reduced-risk smoking alternatives.
Technological developments in this product segment are expected to drive innovation in the industry over the five years to
2026.

Revenue
Volatility

The level of volatility is    Medium

  Operators in the Canadian Cigarette and Tobacco Manufacturing industry have
experienced a moderate level of revenue volatility over the five years to 2021.

Revenue volatility is ultimately a function of overall consumer responses to economic stability and health consciousness. In
general, lower disposable income levels cause consumers to trade down to more affordable brands and purchase a smaller
volume of consumer goods. However, this industry has historically been shielded from significant revenue fluctuations given
the addictive nature of its key products, protecting the industry from experiencing more revenue fluctuations compared with
other industries. In fact, tobacco has colloquially been known as a recession-proof product because sales are not
significantly affected by short-term changes in economic factors such as per capita disposable income or unemployment.

Revenue volatility over the past five years has come primarily from the introduction of innovative noncombustible products
such as electronic cigarettes, or e-cigarettes, and vaporizers. Revenue started to grow at a significantly faster rate in 2015,
prior to the beginning of the current period, and 2016, which resulted in a spike in revenue and has led to slightly higher
volatility. However, as these new products mature and become more commonplace in the market, revenue volatility is
expected to decline over the five years to 2026. Over the five years to 2021, industry revenue has fluctuated an average of
5.5% year-over-year.
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Regulation &
Policy

The level of regulation is    Heavy and the trend is Increasing

Due to the adverse health consequences of inhaling tobacco smoke, the
Cigarette and Tobacco Manufacturing industry in Canada is heavily regulated
at the federal, provincial and municipal levels of government.

There currently exist more than 200 laws and regulations nationwide across Canada governing the manufacture, sale and
use of tobacco products. The principal piece of legislation governing the industry is the Tobacco Act, also known as Bill
C-71, passed in 1997 to regulate the sale and production of tobacco products. The aim of the bill is to protect the health of
Canadians by imposing limits on this industry. The industry is also taxed heavily. The 2014 federal budget, prior to the five
years to 2021, provided a nationwide tax increase on the industry's tobacco manufacturers. In 2017, the federal
government increased the excise tax further. Additionally, several provinces have already raised or announced their plans
to raise provincial excise taxes on tobacco products. There are also increasing efforts to regulate the e-cigarette market,
which is still developing as the health effects of these products become clearer over time. IBISWorld anticipates industry-
relevant regulation to increase substantially over the five years to 2026.

LABELS AND PACKAGING

Tobacco products are required to have legible packaging with text written in
both of Canada's official languages, English and French, that warns
consumers of the threat toxic emissions released from cigarettes may impose
on their health.

Warnings must come in the form of either text or pictures and text, and must be displayed on both sides of the packaging,
on the largest visible side and on the lid of the box. Warnings may also be placed in a leaflet that is visible when consumers
access the product. The Canadian federal government adopted a related bill in 2012 that requires manufacturers to
increase the size of graphic health warnings on cigarette packing from 50.0% to 75.0% of the package surface. In 2015,
Prime Minister Trudeau announced plans to implement several other restrictions, including the mandatory use of
standardized and plain packaging, a minimum size for graphic health warnings and a complete ban on promotional
allowances and price discounts. These measures are expected to make Canada one of the most highly regulated tobacco
markets in the world.

PROMOTION AND ADVERTISING

The Tobacco Act also prohibits cigarette companies from using the terms
“light” or “mild” when referring to their products in advertisements.

This rule applies to products, packaging and accessories associated with tobacco. Retailers are banned from displaying or
selling cigarettes with these terms on their packaging. These restrictions effective prohibit tobacco-affiliated businesses
from engaging in traditional methods of advertising.

CIGARETTE IGNITION PROPENSITY REGULATIONS

Every cigarette manufacturer is required to ensure that their cigarettes do not
burn up completely less than 25.0% of the time.

This law was put into effect using the Tobacco Act, which permits the federal government to impose future regulations on
the industry, to reduce the number of cigarette-induced fires.

REPORTING

Under the Tobacco Act, manufacturers and importers of tobacco products are
also required to submit detailed reports on their tobacco products to the
Minister of Health.

Reports must record information on all aspects of the composition of cigarette products manufactured as well as sales and
packaging information. Furthermore, any research conducted by or on the behalf of manufacturer must also be passed
along to the government.

TAXES
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The federal government, along with each province, set their own independent
excise tax on tobacco products.

Taxes and tax revenue from cigarettes have increased steadily on average over the past decade. A federal tax increase
occurred in early 2014, when the government raised the federal excise tax 24.0% to $21.03 per carton, with each carton
containing 200 cigarettes. In early 2017, the excise tax was raised to $21.56 per carton. Additionally, cigarette taxes will be
pegged to the inflation rate moving forward and will automatically adjust every five years. This tax also applies to all
tobacco products imported into Canada. In contrast, provincial excise taxes vary widely across provinces, ranging from a
low of $29.80 per pack in Quebec to a high of $59.00 in Manitoba. In general, manufacturers are required to collect and
remit the appropriate federal excise taxes, while downstream wholesalers and retailers are required to remit the appropriate
provincial excise taxes. The wide disparity in excise taxes across provinces is a leading driver of rising rates of illegal
cigarette trade, according to the National Coalition Against Contraband Tobacco.

LICENCE REQUIREMENTS

Industry operators are required to obtain a tobacco licence from the Canada
Revenue Agency (CRA) before they are permitted to bring the production of
tobacco products for sale.

Manufacturers must also obtain excise stamps from the CRA to indicate that duty has been paid on a tobacco product.
These requirements do not apply to cigarettes exclusively made and marketed for sale in First Nation reserves to First
Nation individuals.

Industry
Assistance

The level of industry assistance is    None and the trend is Steady

The Canadian Tobacco Manufacturers' Council (CTMC) is a trade and lobbying
group for operators in the Canadian Cigarette and Tobacco Manufacturing
industry.

The organization's primary membership includes the Canadian Cigarette and Tobacco Manufacturing industry's two largest
players, which are Rothmans, Benson & Hedges Inc. and JTI-Macdonald Corp. The tobacco industry also works in close
coordination with the Canadian Convenience Stores Association (CSSA) and the National Coalition against Contraband
Tobacco. Convenience stores are the largest downstream market for cigarette and tobacco manufacturers, and tobacco
products make up a disproportionately large portion of convenience store sales revenue at an estimated 26.2% in 2011,
according to the latest data available from the CSSA.



Cigarette & Tobacco Manufacturing in Canada March 2021

40 IBISWorld.com

Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Percentage of

smokers (%)
2012 1,757 870 23.0 22.0 1,419 79.5 358 125 2,035 20.3
2013 1,766 832 25.0 24.0 2,448 93.9 355 214 2,027 19.3
2014 1,790 864 26.0 25.0 2,658 95.7 347 229 2,042 18.1
2015 2,048 1,141 27.0 26.0 1,928 124 789 212 2,713 17.7
2016 2,291 1,333 31.0 30.0 1,961 129 1,165 194 3,327 16.9
2017 2,370 1,383 37.0 36.0 2,030 142 1,274 174 3,502 16.2
2018 2,520 1,417 40.0 39.0 2,308 143 1,535 199 3,911 15.8
2019 2,535 1,436 40.0 39.0 2,366 149 1,188 203 3,575 14.8
2020 2,666 1,056 43.0 42.0 2,522 164 290 216 2,792 15.1
2021 2,640 1,402 45.0 44.0 2,537 162 289 217 2,768 14.4
2022 2,639 1,390 47.0 46.0 2,562 161 289 219 2,766 13.8
2023 2,623 1,369 49.0 49.0 2,599 160 287 221 2,750 13.3
2024 2,606 1,348 51.0 51.0 2,631 159 286 223 2,733 12.9
2025 2,589 1,329 52.0 52.0 2,654 158 284 224 2,715 12.4
2026 2,573 1,313 53.0 53.0 2,666 157 282 225 2,698 12.1

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Percentage of

smokers (%)
2012 2.08 -0.70 -4.17 -4.35 1.64 7.14 3.56 -0.08 2.15 2.01
2013 0.51 -4.36 8.69 9.09 72.5 18.1 -0.79 70.6 -0.40 -4.93
2014 1.34 3.77 4.00 4.16 8.57 1.91 -2.09 7.15 0.72 -6.22
2015 14.4 32.1 3.84 4.00 -27.5 29.2 127 -7.25 32.9 -2.21
2016 11.9 16.8 14.8 15.4 1.71 4.04 47.7 -8.76 22.7 -4.52
2017 3.43 3.75 19.4 20.0 3.51 10.4 9.38 -10.3 5.25 -4.15
2018 6.33 2.48 8.10 8.33 13.7 0.70 20.4 14.6 11.7 -2.47
2019 0.61 1.30 0.00 0.00 2.51 3.84 -22.6 2.10 -8.60 -6.33
2020 5.15 -26.5 7.50 7.69 6.59 10.4 -75.6 6.34 -21.9 1.91
2021 -0.96 32.7 4.65 4.76 0.59 -1.47 -0.32 0.27 -0.86 -4.83
2022 -0.07 -0.86 4.44 4.54 0.98 -0.13 -0.04 0.78 -0.06 -4.01
2023 -0.59 -1.47 4.25 6.52 1.44 -0.62 -0.52 1.00 -0.57 -3.56
2024 -0.66 -1.55 4.08 4.08 1.23 -0.75 -0.60 0.86 -0.64 -3.31
2025 -0.66 -1.46 1.96 1.96 0.87 -0.70 -0.64 0.58 -0.66 -3.16
2026 -0.63 -1.20 1.92 1.92 0.45 -0.64 -0.57 0.26 -0.62 -3.06

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 49.5 17.6 4.52 1,238 7.13 61.7 88,302
2013 47.1 17.5 5.32 721 12.1 97.9 87,296
2014 48.2 17.0 5.35 673 12.8 102 86,155
2015 55.7 29.1 6.04 1,062 10.4 71.4 110,166
2016 58.2 35.0 5.61 1,168 8.46 63.3 98,827
2017 58.4 36.4 5.99 1,167 7.33 54.9 85,616
2018 56.2 39.2 5.68 1,092 7.90 57.7 86,265
2019 56.6 33.2 5.86 1,072 8.02 59.2 85,926
2020 39.6 10.4 6.15 1,057 8.11 58.7 85,726
2021 53.1 10.4 6.12 1,041 8.21 56.4 85,455
2022 52.7 10.4 6.12 1,030 8.28 54.5 85,285
2023 52.2 10.4 6.11 1,009 8.41 53.0 84,917
2024 51.7 10.5 6.11 991 8.54 51.6 84,607
2025 51.3 10.5 6.11 975 8.65 51.0 84,363
2026 51.0 10.5 6.11 965 8.73 50.3 84,209

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Non-Smokers' Rights Association
http://www.nsra-adnf.ca

Health Canada
http://www.canada.ca/en/health-canada.html

Industry Jargon CHEWING TOBACCO
Shredded strips of tobacco leaf, often sweetened, that are consumed by placing a portion of the tobacco between
the cheek and gum or upper lip teeth, and chewing.

CIGARILLOS
Long cigars, slightly thicker than a cigarette, but thinner than a traditional cigar. Cigarillos are consumed orally
similar to cigars.

ELECTRONIC CIGARETTE
A battery powered personal vaporizer or electronic nicotine delivery system that produces a smoke-like nicotine
aerosol consumed in the lungs.

FINE-CUT TOBACCO
Finely cut strands of tobacco also known as shag, rolling tobacco, loose tobacco, baccy or rollies. Fine-cut tobacco
is used to make hand-rolled cigarettes using rolling papers.

SNUFF
Fine-ground tobacco that is inhaled or sniffed into the nose.

SNUS
A moist powder tobacco product that is placed under the lip for extended periods of time.

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

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

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

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

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

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

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