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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 Sanitary Paper Product Manufacturing industry is still expected to rise despite the
adverse economic effects of the COVID-19 (coronavirus) pandemic. For more detail, please see the Current
Performance chapter.

· The average industry profit margin is expected rise marginally despite the coronavirus pandemic affecting
operating conditions. For more detail, please see the Cost Structure Benchmarks chapter.

· Demand from the industry's major markets is expected to persist as most products produced by operators are
considered essential items. For more detail, please see the Major Markets chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This industry converts sanitary paper stock or wadding, as well as pulp and paper, into sanitary paper products such

as facial tissues and handkerchiefs, table napkins, towels, toilet paper, disposable diapers and tampons. Some
operators may manufacture their own sanitary paper while others purchase it from mills. Final industry products are
sold to wholesalers for distribution, straight to retailers or directly to large companies.

Major Players Cascades Inc.

Essity

Main Activities The primary activities of this industry are:

Manufacture facial tissue

Manufacture paper place mats

Manufacture sanitary napkins and tampons

Manufacture paper tablecloths

Manufacture cleansing tissue

Manufacture toilet paper

Manufacture paper towels

Manufacture other sanitary paper products

The major products and services in this industry are:

Disposable sanitary products

Toilet paper and facial tissue

Paper towels, handkerchiefs, table cloths

Other sanitary paper products
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Supply Chain

SIMILAR INDUSTRIES

Paper Mills in Canada Cardboard Box & Container
Manufacturing in Canada

Coated & Laminated Paper
Manufacturing in Canada

Paper Product Manufacturing in
Canada

Household Appliance
Manufacturing In Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Sanitary Paper Product
Manufacturing in the US

Diaper Manufacturing Sanitary Paper Product
Manufacturing in Australia

Sanitary Product Manufacturing in
the UK
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Industry at a Glance
Key Statistics

$2.4bn
Revenue

Annual Growth

2016–2021

3.8%

Annual Growth

2021–2026

2.3%

Annual Growth

2016–2026

 

$61.5m
Profit

Annual Growth

2016–2021

5.5%

  Annual Growth

2016–2021

 

2.6%
Profit Margin

Annual Growth

2016–2021

0.2pp

  Annual Growth

2016–2021

 

17
Businesses

Annual Growth

2016–2021

-6.7%

Annual Growth

2021–2026

-1.2%

Annual Growth

2016–2026

 

3,467
Employment

Annual Growth

2016–2021

3.6%

Annual Growth

2021–2026

1.2%

Annual Growth

2016–2026

 

$265.0m
Wages

Annual Growth

2016–2021

4.2%

Annual Growth

2021–2026

1.5%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

2.1%
Demand from wholesale trade

2.3%
World price of wood pulp

1.8%
Per capita disposable income

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Barriers to Entry

High / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Industry Assistance

Medium / Steady

  Technology Change
Medium   Competition

Medium / Steady

NEGATIVE IMPACT

  Regulation & Policy
Heavy / Steady   Industry Globalization

High / Increasing

 

Key Trends

 The industry has benefited from an aging domestic and
global population

 Exports are the largest single source of demand for industry
goods

 Lower costs have enabled operators to raise their profit

 More shoppers may opt to purchase alternative products,
pressuring demand

 The price of wood pulp, the industry's primary input, is
forecast to rise at a faster rate

 The industry is projected to go against sector-wide trends
due to the essential nature of many products

 While demand has risen, falling wood pulp prices have aided
industry profit
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Medium Imports

  Low Customer Class Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low Profit vs. Sector Average

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Demand from wholesale trade

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Per capita disposable income
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Executive Summary Wiped down: Improving consumer confidence and income levels will
likely drive industry demand

The Sanitary Paper Product Manufacturing industry in Canada has experienced mixed results over the five years to
2021, although ultimately the industry has grown in response to increased purchases of higher-value industry goods
and rising prices. The industry purchases paper and converts it into consumer goods such as facial tissue, toilet
paper, paper towels and tampons. Demand for these nondiscretionary items is typically stable, which helps to
moderate revenue fluctuations, although the small size of the industry helps to increase its potential volatility, as any
company entering or exiting the industry can have an outsize effect on overall performance. The industry has
benefited over the past five years from growing consumer purchasing power through rising disposable incomes. As
a result, IBISWorld projects industry revenue to increase an annualized 3.8% to $2.4 billion over the five years to
2021, growing 3.3% in 2021 alone. The increase in 2021 can be mainly attributed to the expected economic
recovery after the COVID-19 (coronavirus) pandemic, which caused many trade delays and inventory shortages.

Fluctuations in industry revenue have been driven by the level of international trade, the price of inputs, such as
wood pulp, and the price and product mix purchased by consumers. The industry has benefited from a growing
population domestically and in the United States, which accounts for the largest share of industry exports.
Furthermore, an aging population has also boosted demand for industry goods, such as adult incontinence products.
While demand has risen, falling wood pulp prices have aided industry profit over the past five years. In addition,
despite an expected appreciation of the Canadian dollar, the value of exports is still expected to increase over the
five years to 2021, further benefiting the industry's growth.

The industry is anticipated to continue growing over the five years to 2026. The steadily growing and aging
population across North America will likely drive demand for tissue, toilet paper and adult incontinence products.
Improving consumer confidence and income levels will also likely drive demand for higher-quality and premium
sanitary paper products, further bolstering revenue. However, increasing demand for ecofriendly, reusable
alternatives, such as cloth diapers, may hamper gains. Consequently, IBISWorld projects industry revenue to
increase at an annualized rate of 2.3% to $2.7 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

World price of wood pulp

Wood pulp is a primary input for paper products. As a result, any change in the world price of wood pulp has a major
influence on operators' bottom lines. As the price of wood pulp increases, so does the cost of producing sanitary
paper products. However, when demand for these products is high, manufacturers can directly pass along increased
costs to consumers to hedge against decreasing industry profit. In 2021, the world price of wood pulp is expected to
increase.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index is a weighted average of bilateral exchange rates of the
Canadian dollar against the currencies of Canada's major trading partners. An increasing CEER index makes
imported industry products less expensive and more price competitive against local goods. Conversely, when the
dollar depreciates, Canadian products are more attractive on the international market. The CEER index is expected
to appreciate in 2021.

 

Per capita disposable income

Industry operators manufacture sanitary paper products, which are relatively price-inelastic necessities for many
consumers. Nevertheless, consumers are more likely to purchase premium brands and higher-value products when
disposable income is high. Per capital disposable income is anticipated to decrease in 2021, posing a potential
threat to the industry.

 

Demand from wholesale trade

Sanitary paper product manufacturers primarily distribute goods through wholesalers. Therefore, the performance of
the wholesale trade sector is a leading indicator of paper product manufacturers' performance. When the wholesale
trade sector experiences strong growth, demand for sanitary paper products typically increases, thereby driving
revenue growth. The wholesale trade sector is expected to increase in 2021, representing a potential opportunity for
the industry.
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Current
Performance

The Sanitary Paper Product Manufacturing industry in Canada has
experienced mixed results over the five years to 2021, although overall
consistent demand for industry products alongside rising prices has
helped lead to industry growth.

Industry operators purchase paper to manufacture facial tissue, paper place mats, sanitary napkins and tampons,
paper tablecloth, cleansing tissue, toilet paper, paper towels and other sanitary paper products. Large sanitary paper
product manufacturers are often integrated forest products businesses that operate across the supply chain,
producing wood pulp, paper rolls and paper products, although only goods made from purchased paper are industry
relevant. Smaller industry operators are independent businesses that must source paper rolls from upstream
suppliers, represented by the Paper Mills industry in Canada (IBISWorld report 32212CA). As a result, IBISWorld
projects industry revenue to increase at an annualized rate of 3.8% to $2.4 billion over the five years to 2021, with
an expected 3.3% growth in 2021 alone. This growth has been mainly driven by an expected economic recovery
after the COVID-19 (coronavirus) pandemic, which has caused many inventory shortages and delays in trade
activity. The industry has also benefited from an aging domestic and global population, which has increased demand
for sanitary products.

SOURCES OF DEMAND

Over the past five years, a growing economy has increased demand from
downstream domestic consumers.

Industry operators manufacture sanitary paper products, which are relatively price-inelastic necessities for many
consumers. Nevertheless, consumers are more likely to purchase premium brands and higher-value products when
disposable income is high. IBISWorld expects rising domestic levels of per capita disposable income, which has
grown during the five-year period, supporting growth in domestic demand. Increasing per capita disposable income
has also made it easier for consumers to scale up from purchasing basic lines of sanitary paper products toward up-
market sanitary paper products, increasing industry revenue as these items charge higher prices per unit. Although
industry products are similar, consumers are more likely to purchase premium and branded sanitary paper products
when disposable income levels are high.

TRADE ACTIVITY

The Canadian forest products sector is highly globalized, with the
domestic industry being no exception.

In 2021, exports are expected account for 48.7% of revenue, down from 56.5% in 2016. Despite this drop, exports
are still the largest single source of demand for industry goods. Trade with the United States is particularly
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significant, as it regularly makes up over 90.0% of industry exports. Exports benefited from a rise in demand for
industry products due to coronavirus and a rise in consumers' fear of contracting a virus. However, exports
experienced a 13.9% decline in 2017, hindering export performance. Despite this drop, IBISWorld projects the total
value of industry exports to rise at an annualized rate of 0.8% to $1.2 billion over the five years to 2021.

Notably, imports grew between 2012 and 2015 and have remained high despite a sharp depreciation in the currency
during the time that would have made them more expensive when compared with domestic goods. However, a
sharp decline in imports in 2017 has more than erased the growth experienced in earlier years. The United States
remains the largest source of imports, although its position has weakened over the past five years as the value of
imports from the United States has declined at a faster rate than those of other trade partners. Consequently,
imports are estimated to satisfy 16.9% of domestic demand in 2021, down from 25.6% in 2016. As a result,
IBISWorld projects the total value of industry imports to decrease at an annualized rate of 3.4% to $245.9 million
over the five years to 2021.

INDUSTRY LANDSCAPE

The overall paper manufacturing industry has been poor in recent years,
primarily due to declining demand for traditional products such as books
and newspapers.

However, the nature of this industry's product mix has insulated itself to some extent from this trend. For example,
industry products such as toilet paper, sanitary napkins and hospital supplies are not considered to be discretionary
purchases, as most products have very few potential substitutes. Furthermore, the strong growth in demand for
sanitary paper products alongside above-average profit margin for those products have created a good environment
for industry operators. This has helped to keep the industry on stable footing during the reporting period. However,
IBISWorld expects the number of enterprises to fall at an annualized rate of 6.7% to 17 companies over the past five
years. However, some companies have strategically downsized their capacity to remain competitive and profitable.
As a result, the number of industry establishments has also declined an annualized 5.4% to 25 locations during the
five-year period. Moreover, industry employment is still expected to expand an annualized 3.6% to 3,467 workers
over the past five years. This is likely due to operators being able to achieve greater levels of efficiency, reducing
facilities but increasing investment to meet demand.

In addition, the world price of wood pulp has decreased over the past five years, decreasing the purchase costs of
pulp. Operators are generally able to pass these cost savings along to consumers in the form of lower prices. These
lower costs have also enabled operators to raise their profit margin over the five years to 2021. IBISWorld projects
industry profit, measured as earnings before interest and taxes, to account for 2.6% of industry revenue in 2021, up
from 2.4% in 2016.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of wood

pulp
($ per metric

ton)
2012 1,417 285 33.0 25.0 2,796 789 288 202 917 763
2013 2,014 355 33.0 25.0 3,246 853 300 237 1,461 823
2014 2,670 509 32.0 24.0 5,043 1,003 304 333 1,971 877
2015 2,036 369 33.0 24.0 3,399 1,122 308 243 1,223 867
2016 1,958 321 33.0 24.0 2,903 1,107 293 216 1,144 819
2017 2,044 321 32.0 23.0 3,083 953 186 221 1,277 856
2018 2,226 377 33.0 23.0 3,587 982 206 243 1,451 1,031
2019 2,383 415 26.0 18.0 3,444 1,057 207 264 1,533 831
2020 2,288 365 25.0 17.0 3,380 1,105 249 258 1,432 675
2021 2,364 394 25.0 17.0 3,467 1,151 246 265 1,459 746
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Industry Outlook
Outlook The Sanitary Paper Product Manufacturing industry in Canada produces

napkins and toilet paper products, which are nondiscretionary consumer
staples.

As a result, demand for industry products is stable, as industry revenue is affected mostly by changes in sales
prices, the cost of inputs and the degree of trade activity. The industry experienced moderate volatility over the five
years to 2021, but experienced overall growth due to consumers moving toward higher-value products, increased
demand from an aging population and a rising population. IBISWorld expects these trends to continue and
IBISWorld projects industry revenue to increase at an annualized rate of 2.3% to $2.7 billion over the five years to
2026.

CHANGING DEMOGRAPHICS

Similar to other mature economies, the Canadian population is steadily
aging.

Over the five years to 2026, the number of adults aged 65 and older is anticipated to increase at a comparable rate
to the previous five-year period. An aging population will stimulate demand for a variety of industry products, in
particular, adult incontinence products manufactured by industry operators. Conversely, trends in consumer
interests are likely to temper gains during the five-year period. Sustainability has prompted some shoppers in recent
years to purchase reusable products, rather than disposable goods. Many of the reusable products purchased by
consumers are a direct replacement for industry products. For example, reusable cloth diapers serve the same
function as the industry's disposable diapers. If this trend grows in strength, more shoppers will opt to purchase
alternative products, pressuring demand for industry goods over the five years to 2026.

FACTORS AFFECTING COSTS

The industry has benefited over the past five years from increasing
investments into industrial automation.

Revenue growth and efficiency gains are anticipated to keep pace with wage growth, with wages' share of revenue
forecast to remain at a comparable level over the five years to 2026. Consequently, industry wages are projected
increase at an annualized rate of 1.5% to $284.9 million during the five-year period. This is because skilled workers
that command higher wages will become increasingly necessary to operate advanced technology and industrial
machinery.

The price of wood pulp, the industry's primary input, is forecast to rise at a faster annualized rate of 3.5% over the
five years to 2026. Rising input costs will translate to higher prices for downstream goods. This alongside increased
purchases of higher-value goods should result in a relatively steady performance in the industry's profit margin over
the next five years.

TRADE GROWTH

US demand for industry exports will strengthen in the coming years, aided
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by a strong US dollar and growing demand conditions in the United
States.

Meanwhile, the Canadian dollar is expected to depreciate at a slight pace, resulting in domestic products remaining
favourably priced in international markets. Consequently, IBISWorld projects the total value of industry exports to
increase at an annualized rate of 2.2% to $1.3 billion over the five years to 2026. Nevertheless, US importers are
increasingly seeking to source industry products from lower-cost countries abroad, which will keep exports from
rapidly expanding.

On the import side, despite a slight depreciation in the Canadian dollar, downstream wholesalers and retailers are
anticipated to boost imports of lower-cost products from abroad. Import growth will be driven by emerging
economies further developing their domestic paper manufacturing capabilities, a trend that picked up pace during
the previous reporting period. As a result, IBISWorld projects the total value of industry imports to increase at an
annualized rate of 1.7% to $267.0 million over the five years to 2026.

STABLE INDUSTRY PARTICIPATION

The Canadian forest products sector is anticipated to experience soft
demand over the next five years due to rising competition from emerging
economies, which will likely pressure demand for Canadian paper
products both internationally and domestically.

Additionally, overall paper consumption is projected to decline in Canada and the United States, further straining
long-term prospects for paper products. However, the industry is projected to continue to go against sector-wide
trends due to the essential nature of many of its products. However, the number of enterprises is still forecast to
decrease slowly, falling at an annualized rate of 1.2% to 16 companies over the five years to 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of wood

pulp  ($ per
metric ton)

2021 2,364 394 25.0 17.0 3,467 1,151 246 265 1,459 746
2022 2,458 406 25.0 17.0 3,520 1,151 246 270 1,553 796
2023 2,527 416 25.0 17.0 3,578 1,202 254 275 1,579 834
2024 2,574 423 24.0 16.0 3,629 1,238 260 280 1,596 855
2025 2,613 429 24.0 16.0 3,670 1,262 264 283 1,615 871
2026 2,650 434 23.0 16.0 3,689 1,283 267 285 1,634 885
2027 2,681 438 23.0 16.0 3,719 1,303 270 288 1,648 894
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry value added is estimated to grow slightly faster than GDP

Long-term demand is growing

Industry operators are steadily consolidating

The Sanitary Paper Product Manufacturing industry in Canada is in the mature stage of its life cycle. Industry value
added (IVA), which measures an industry's contribution to the overall economy, is expected to grow at an
annualized rate of 3.1% over the 10 years to 2026. Canadian GDP is forecast to grow at an annualized rate of 2.0%
during the same period, meaning that industry growth is performing slightly quicker when compared with the overall
economy.

Overall, the industry benefits from stable demand for disposable sanitary paper products, many of which are
nondiscretionary consumer necessities such as tissue, toilet paper and disposable sanitary paper products. The
industry also features a fairly high level of market share saturation, with the two largest operators accounting for the
majority of industry goods and the remaining operators primarily consisting of small independent facilities.

Industry operators have also invested heavily in industrial automation and technology to bolster operating efficiency.
Automated machinery and equipment reduce human error, enabling industry operators to consolidate redundant
infrastructure and workforce.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Wholesale Trade In Canada

Consumers in Canada

2nd Tier

Hospitals in Canada

Supermarkets & Grocery Stores in Canada

Convenience Stores in Canada

Key Selling Industries
1st Tier

Paper Mills in Canada

Printing, Paper, Food, Textile & Other Machinery
Manufacturing in Canada

Power Tools & Other General-Purpose Machinery
Manufacturing in Canada

2nd Tier

Inorganic Chemical Manufacturing in Canada

Organic Chemical Manufacturing in Canada

Recycling Facilities in Canada

Products & Services

  The Sanitary Paper Product Manufacturing industry in Canada
manufactures a range of disposable sanitary paper products.

Given that exports account for a significant portion of industry revenue, the industry's product breakdown reflects not
only domestic demand, but also international demand for industry exports. In addition, despite the COVID-19
(coronavirus) pandemic, demand for the industry's products is expected to increase due to the increased awareness
of germs and raspatory transmission.

DISPOSABLE SANITARY PRODUCTS

Disposable sanitary products include diapers, training pants for toddlers,
menstrual pads, tampons and incontinence products.

Products that are woven from cloth are not included in this industry. Over the five years to 2021, demand for sanitary
paper products has risen, likely in part due to an increase in the number of adults aged 65 or older, which has
boosted the need for products geared toward the elderly. This rise is also primarily due to the coronavirus and the
increased fear of viral infections. Further, disposable sanitary goods typically carry a high price tag, which causes it
to be the largest product segment in the industry. IBISWorld estimates that disposable sanitary products to
represent 52.5% of total industry revenue in 2021.

TOILET PAPER AND FACIAL TISSUE

This product segment includes facial tissues, handkerchiefs, retail and
wholesale packaged toilet tissue and other sanitary paper products.

Tissue products are manufactured by drying wood pulp or recycled fibres until the final product is achieved.
Generally, toilet paper and tissue products are considered consumer necessities, which contributes to steady



Sanitary Paper Product Manufacturing in Canada August 2021

18 IBISWorld.com

domestic demand. In 2021, IBISWorld estimates that this segment will account for an estimated 23.4% of industry
revenue, dropping slightly as a share of revenue over the past five years.

PAPER TOWELS, HANDKERCHIEFS, TABLECLOTHS AND NAPKINS

Paper towels, handkerchiefs and napkins account for 19.4% of industry
revenue in 2021.

These products are also consumer staples, but are more dependent on income levels than toilet paper and sanitary
products. Consumers are more likely to use cloth towels or rags instead of paper products when disposable income
is low. Additionally, consumers are more likely to turn to inexpensive generic paper towels during economic
downturns. As a result of per capita disposable income increasing over the five years to 2021, IBISWorld projects
demand for brand name paper towels to have increased as a share of revenue over the past five years.

OTHER

Industry operators also manufacture other types of household and
hospital paper products and other miscellaneous sanitary paper products.

Household and hospital paper products are estimated to total 4.7% of revenue, increasing slightly as a share of
revenue over the past five years.

Demand
Determinants

Products produced by the Canadian Sanitary Paper Products
Manufacturing industry, such as tissue, sanitary napkins and paper
towels, are consumer necessities, which contributes to stable demand.

However, while overall demand in the industry is stable, consumers are more likely to purchase premium sanitary
paper products when consumer confidence and disposable income is high. Additionally, higher levels of household
income enable consumers to purchase greater quantities of sanitary paper products, which further drives demand
for industry products. In addition, premium products also command a higher profit margin, so during periods of high
disposable income and rising industry revenue, industry profitability tends to grow.

The industry is reliant on industry exports as a source of revenue. Furthermore, the industry's key suppliers are
more dependent on trade activity, hindering industry operations, as operators may experience shortages of raw
materials. Consequently, China's supply chains are anticipated to be disrupted, with countries interconnected to
China, such as Japan, Korea and Australia, experiencing heavier effects of the slowdown.

Sanitary paper products are typically disposable. As a result, consumer acceptance of disposable products is
another important demand driver for industry operators. In recent years, environmental concerns regarding
disposable paper products have increased, which stimulated the introduction of reusable cloth diapers, menstrual
cups and cloth sanitary napkins. In the coming years, rising consumer environmental concern may boost demand for
reusable sanitary products.

Other factors, such as the demographic composition of the Canadian population, can also drive demand for industry
products. Typically, women and older individuals are more likely to purchase sanitary paper products, which are the
largest industry product. Moreover, IBISWorld expects the number of adults aged 65 and older to increase over the
five years to 2021, bolstering demand for sanitary paper products. As the population continues to age in the coming
years, demand for industry products will likely increase.
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Major Markets

  Despite the COVID-19 (coronavirus) pandemic, demand from the Sanitary
Paper Product Manufacturing industry's major markets is expected to
persist as an increased number of end consumers will demand industry
products.

  This increase in demand is forecast to persist as people are expected to be cautious in their daily lives due to the
coronavirus pandemic.

EXPORTS TO THE UNITED STATES

Sales to the United States comprise the largest market segment in the
Sanitary Paper Product Manufacturing industry in Canada, accounting for
an estimated 47.1% of revenue in 2021, down from 52.1% in 2016.

Under the United States-Mexico-Canada agreement (USMCA), trade among the three North American nations is
unrestricted and devoid of any import tariffs. Therefore, exports to (and imports from) the United States are
particularly attractive to industry operators. Furthermore, with the coronavirus outbreak, G20 economies have
experienced a decline in trade in early 2020. The main decline in exports to the United States was due to the
increase in exports to other countries abroad. Consequently, IBISWorld expects this trend to continue over the five
years to 2026, with the total value of industry exports continuing to rise as a share of revenue.

DOMESTIC CONSUMERS

The second-largest downstream domestic markets for industry operators
consists of consumers, as this segment primarily purchases industry
goods at various retail outlets.

Operators typically sell goods through wholesalers or directly to various retail distribution groups, including drug
stores, variety stores, mass merchandisers, grocery stores, wholesale clubs and other retail outlets. This segment is
expected to account for 30.1% of industry revenue in 2021. However, with the industry's key suppliers being reliant
on trade activity, shortages of raw materials that resulted from the coronavirus outbreak may hinder the industry's
ability to meet demand for its key downstream markets.

DOMESTIC COMMERCIAL USE

The other domestic market supplied by manufacturers are commercial
customers.

Products destined for commercial end users are sold through specialized distributors or wholesalers. There is a wide
array of potential commercial consumers of industry products, including food service outlets, schools, hotels, office
buildings and hospitals. This segment is expected to account for 21.2% of industry revenue in 2021 and has
increased slightly as a share of revenue.

EXPORTS TO OTHER COUNTRIES
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Other export destinations for this industry include China, Australia and
Belgium, although this segment typically accounts for a small share of
industry products, with an estimated 1.6% in 2026.

While domestic revenue has increased over the past five years, exports have also increased. This may be in part
due to rising demand across the globe as consumers demand more industry products from the coronavirus
pandemic.

International Trade Exports in this industry are    High and Steady

Imports in this industry are    Medium and Decreasing

The Sanitary Paper Product Manufacturing industry in Canada is highly globalized and dependent on trade. The
North American paper products sector is highly integrated, with many companies operating in both the United States
and Canada. As a result, the United States is the industry's primary trading partner.

Exports

Exports have been volatile over the five years to 2021, rising throughout the latter half of the reporting period and
falling in 2016 and 2017. Exports experienced a significant boost during the second half of the reporting period due
to strong demand from the United States facilitated by the COVID-19 (coronavirus) pandemic. The United States
accounts for the vast majority of industry exports, at 96.7%, with China, Australia and Belgium accounting for less
than 5.0% of total exports. In 2021, exports are expected to account for 48.7% of revenue for the industry, down
from 56.5% in 2016. As a result, IBISWorld projects the total value of industry exports to increase at an annualized
rate of 0.8% to $1.2 billion over the five years to 2021.

Despite economic uncertainty, sanitary paper products are necessities, resulting in stable demand from downstream
markets. In particular, most consumers in advanced economies are used to having access to convenient disposable
sanitary paper products, supporting industry exports even during times of economic stagnation. However, IBISWorld
expects exports' share of revenue to continue slightly declining over the five years to 2026, despite the total value of
exports increasing.

Imports

Imports are estimated to satisfy 16.9% of domestic demand in 2021, down from 25.6% in 2016. The largest
estimated decline in total imports occurred in 2017, when the value of imports fell over 35.0%. As a result, the share
of domestic demand satisfied by imports has fallen. As a result, IBISWorld projects the total value of industry imports
to decrease at an annualized rate of 3.4% to $245.9 million over the five years to 2021. The United States
consistently sourcing the majority of industry imports, accounting for 55.2%, with other significant importers including
China (15.7%), Vietnam (13.4%) and Mexico (4.6%). In addition, as a result of a depreciating domestic dollar,
IBISWorld expects the value of imports to increase over the five years to 2026.
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Business
Locations

  In 2021, there are an estimated 25 establishments in Sanitary Paper Product Manufacturing industry in Canada. Similar to the
overall forests products sector, industry establishments are mostly concentrated in Quebec and Ontario. Quebec, Canada's
primary forests products hub, contains 35.7% of total establishments. Ontario, the industrial centre of the country, also contains
35.7% of industry establishments. Quebec and Ontario are the population centres of the country and therefore represent the
largest markets for sanitary paper products. Additionally, given the industry's high reliance on international trade, industry
operators benefit from locating near trade hubs, which further contributes to high concentration in Ontario and Quebec. British
Columbia and New Brunswick are both also home to several manufacturing facilities, with British Columbia and New Brunswick
each containing 10.7% of industry establishments. However, no other provinces, except for Newfoundland and Labrador and
Saskatchewan have more than one facility, including Alberta. Both Newfoundland and Labrador and Saskatchewan each hold
3.6% of industry establishments in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Sanitary Paper Product Manufacturing industry in Canada has a low to moderate level of market share
concentration, with the industry's top four largest players expected to account for 37.6% of industry revenue in 2021.
Moreover, the industry is primarily composed of two multinational corporations, including Cascades Inc., which has
operations in Europe and across North America, as well as Essity Canada Inc., the domestic subsidiary of Essity
AB, a Swedish company with significant global capacity and one domestic manufacturing facility. The level of the
industry's market share concentration is in part due to the small number of companies operating in this market. In
2021, IBISWorld estimates that less than 20 companies have industry-relevant operations.

Key Success
Factors

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

Having a large supply contract:
Players that have extensive supply contracts with major retail outlets and distribution networks can benefit from
steady demand and revenue growth.

Access to efficient technology and techniques:
Paper manufacturing plants with the latest industrial technologies can benefit from higher operating efficiency and
lower production costs, which bolsters profit.

Upstream vertical integration:
Vertically integrated operators can easily control their supply of pulp and paper rolls, resulting in a more stable
supply chain, thereby minimizing profit volatility.

Ability to accommodate environmental requirements:
Paper manufacturing experiences environmental regulations from federal and provincial governments. Operators
that fail to comply with regulations can endure fines and sanctions.

Ability pass on cost increases:
Paper production is a low-margin business. As a result, enterprises must be able to pass on cost increases to
realize consistent profit margin.



Sanitary Paper Product Manufacturing in Canada August 2021

24 IBISWorld.com

Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 2.6% of industry revenue in 2021, up from
2.4% in 2016. Overall, the forest products sector can experience a
volatile profit margin, as it is subject to unpredictable fluctuations in
input costs. The primary input for industry products is the world price of
wood pulp, which has decreased over the past five years, causing the
industry's purchase costs to decrease and subsequently cause the
industry's profit margin to slightly increase. Another reason for the slight
increase in profit can be attributed to the COVID-19 (coronavirus)
pandemic, which has caused demand for sanitary products to
skyrocket, boosting growth for industry operators. Although the world
price of wood pulp is projected to expand over the five years to 2026,
IBISWorld expects industry profit to also marginally rise over the next
five years.

 

  Wages

Industry wages are estimated to account for 11.2% in 2021, up slightly
from 11.0% in 2016. Wages are estimated to have increased due to the
unexpected rise in demand experienced in 2020 as a result of the
coronavirus pandemic. However, advancements in operational
efficiency through automation have caused wages to decrease and
stabilize wages' share of revenue in recent years. As a result,
IBISWorld expects this trend to continue, with wages' share of revenue
slightly decreasing over the five years to 2026.
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  Purchases

Similar to the overall manufacturing sector, purchases account for the
largest share of operating expenses. Operators purchase paper rolls,
sheets and pulp from paper and pulp mills. Paper and pulp are then
processed into sanitary products, such as tissues and paper towels.
Over the five years to 2021, the world price of wood pulp is anticipated
to decrease, resulting in purchase costs to slightly decrease. In 2021,
purchases are estimated to account for 59.3% of industry revenue.

 

  Marketing

In 2021, IBISWorld estimates that marketing expenses will represent
4.2% of total revenue. This figure is projected to have remained
relatively stable over the past five years.

 

  Depreciation

Depreciation is anticipated to account for 2.9% of revenue in 2021.
Paper manufacturing involves the use of toxic chemicals, which
necessitates investments in specialized machinery. Depreciation's
share of revenue has remained stagnant over the past five years,
additionally, capital intensity is expected to also remain stable during
the five-year period due to investments in industrial automation and
capital machinery. However, IBISWorld expects capital investment to
have experienced volatile performance due to the consolidated nature
of the industry, with no more than 20 operators participating in the
industry. IBISWorld projects depreciation's share of revenue to remain
stable over the five years to 2026.
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  Rent

Rent is estimated to account for 4.2% of industry revenue in 2021.

 

  Utilities

Similar to the forest products sector, the industry is highly energy-
intensive. As a result, industry operators incur high utility expenses.
However, over the past five years, utility costs have slightly declined
due to advances in production efficiency. Companies have also made
advances in recyclable technology, for instance, operators have
increasingly turned to biofuels produced from wood pulp and other
paper production by-products. In 2021, utility costs are anticipated to
total 4.0% of revenue.

 

  Other Costs

Other expenses are expected to account for 11.6% of industry revenue
in 2021. Additional expenses in this category include restructuring,
research and development, insurance, general selling expense and
general administration costs.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  The Sanitary Paper Product Manufacturing industry in Canada is
characterized by a moderate level of competition over the five years to
2021.

Operators compete heavily internally for customers while also enduring considerable external competition from
imports and alternative products.

INTERNAL COMPETITION

Canadian sanitary paper product manufacturers compete on price and
product quality.

Sanitary paper product manufacturers typically have minimal product differentiation. Although operators may
specialize in different types of paper products, all manufacturers within a product segment produce similar products.
As a result, manufacturers that can offer the lowest prices can attract steady demand from wholesalers and other
downstream markets. Given that paper product manufacturers already experience a low profit margin, they typically
have difficulty offsetting lower prices with lower input costs. Consequently, vertically integrated manufacturers with
operations across the entire forest products supply chain have a competitive advantage.

EXTERNAL COMPETITION

Industry operators also endure competition from imported sanitary paper
products.

However, this source of pressure to domestic operators has slightly decreased, as imports are expected to account
for less than 20.0% of domestic demand in 2021, down from 25.6% of domestic demand in 2016.

Industry operators also endure external competition from alternative products that serve a similar function as
industry goods. For example, manufacturers of cloth diapers and menstrual cups represent a source of external
competition for industry operators, as these products perform the same role as disposable diapers and tampons.
Over the past five years, eco-friendly consumers have increased demand for these reusable products, which has
increased external competition from these competing manufacturers.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  The Sanitary Paper Product Manufacturing industry in
Canada has high barriers to entry as a result of high
levels of regulation, competition and capital intensity. New
entrants must obtain necessary construction permits and
navigate environmental regulations to successfully
compete in this industry. Additionally, paper
manufacturing is highly automated and dependent on
industrial technology, contributing to high start-up costs.

Although paper manufacturing is highly automated,
industry operators also require skilled workers. Indeed,
given the high level of technological complexity that
skilled engineers, manufacturing technicians and other
employees must master to operate paper manufacturing
facilities, new entrants must be able to offer high wages to
attract such employees. These high wages require a
significant amount of secured capital, which can make it
difficult to enter the industry.

In addition, the industry is highly competitive, with a small
number of industry operators that primarily compete on
the basis of price. As a result, new entrants that cannot
establish stable supply chain and control costs will have
difficulty offering low prices. In turn, these new entrants
will endure difficulties attracting customers, establishing
further potential barriers to entry. Further, the majority of
industry operators distribute their products through a
range of national and regional wholesalers, which may be
reluctant to purchase goods from new operators.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Sanitary Paper Product Manufacturing industry in Canada is highly globalized. Historically, imports have experienced
volatile performance. However, after the total value of imports declined over 30.0% in 2017, imports are projected to
represent less than 20.0% of domestic demand in 2021. In addition, exports have also experienced volatile growth
historically. IBISWorld expects industry exports to represent over 45.0% of industry revenue in 2021. Furthermore, with
China accounting for over 15.0% of industry imports, the recent COVID-19 (coronavirus) outbreak is expected to
influence the country's trade activity in 2020. The pandemic has caused a rapid increase in imports due to the rise in
demand for the industry's products, causing operators to purchase products from countries abroad to satisfy domestic
demand.

The North American paper products sector is highly integrated, with many companies operating in both Canada and the
United States. For instance, the largest industry operator, Cascades Inc., has significant manufacturing facilities in
Canada and the United States. In addition, industry major player Essity AB, which was spun off by Svenska Cellulosa AB
in 2017, is headquartered in Sweden and has manufacturing capabilities in over a dozen countries. In recent years,
emerging economies have also demanded more paper products, which has driven global paper product trade. Countries
such as China have also developed their paper manufacturing capabilities, posing a competitive threat to Canadian paper
manufacturers.
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Major Companies

Major Players Cascades Inc.

Market Share: 18.9%

  Founded in 1964, Cascades Inc. (Cascades) has grown from a single paper mill in Quebec into a multinational
company that employs more than 11,700 workers in over to 85 facilities across North America and Europe. The
company deals in the production and conversion of packaging products and tissue papers composed mainly of
recycled fibres, such as a variety of paperboard, cardboard, tissue paper and other paper products. Cascades is the
fourth-largest manufacturer of tissue papers in North America and a domestic leader in the market. In 2020 (latest
data available), Cascades generated $5.2 billion in global revenue and $376.0 million in operating profit, measured
as earnings before interest and taxes.

Cascades reports its revenue through four operating segments: containerboard packaging, tissue, specialty
products and boxboard Europe, of which only the tissue group manufactures industry-relevant products. The
company's domestic production facilities are focused in Quebec.

The company's production facilities are heavily concentrated in Quebec, mirroring the paper sector in Canada.
Similar to the overall industry, Cascades has consolidated operations in recent years, with the closure of one of its
Scarborough converting plants in Toronto in 2016. While the company has pursued a range of expansionary efforts,
including the $64.0 million construction of a state-of-the-art tissue paper converting facility in Oregon, it does not
appear to have made any significant adjustments to its domestic capacity. More recently, in 2019 the company sold
one of its manufacturing plants in Trois-Rivières, Québec.

Financial performance

Cascades' industry-relevant revenue is expected to increase at an annualized rate of 2.2% to $447.0 million over the
five years to 2021. The company's tissue paper business has performed well over the past five years, driven by
steady price and sales volume growth, with shipments of industry-relevant products rising consistently during the
reporting period. Retail sales have particularly stimulated revenue growth for the company, as consumers of
nondiscretionary goods turned toward higher-end items during the period in response to rising levels of per capita
disposable income.

IBISWorld expects the company's industry-relevant operating profit, measured as earnings before interest and
taxes, to increase an annualized 11.1% to $109.5 million during the five-year period. This rise in profit can be
partially attributed to the increase in demand for sanitary products from the COVID-19 (coronavirus) pandemic.

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

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 400.8 N/C 64.8 N/C
2017 378.8 -5.5 53.2 -17.9
2018 411.3 8.6 74.5 40.0
2019 308.1 -25.1 64.3 -13.7
2020 376.5 22.2 87.7 36.4
2021 447.0 18.7 109.5 24.9

Source: Annual Report and IBISWorld
Note: *Estimates

Essity AB

Market Share: 13.4%

  Essity Canada Inc. (Essity) is the Canada-based subsidiary of The Swedish company Essity AB, a leading global
hygiene and health company. Essity AB was formerly part of Svenska Cellulosa AB (SCA), a timber, pulp and paper
manufacturer, until 2017 when SCA spilt its hygiene and forest divisions into two independent companies. SCA
retained the company's forest products operations, while Essity AB now fully maintains the company's
manufacturing facilities of health and hygiene products. The company employs close to 46,000 workers worldwide
and in 2020 (latest data available), it generated $17.7 billion in total sales.

Essity has three business areas. Its consumer tissue segment is one of the largest suppliers of global tissue
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products, purveying a range of goods including toilet paper, handkerchiefs and napkins. Its professional hygiene
segment is the largest supplier of products such as paper hand towels, hand soap and sanitizers, dispensers and
cleaning and wiping products. Lastly, its personal care segment offers a range of incontinence products, baby care
and feminine care goods under a range of brands including Jobst, Leukoplast, Libero, Saba and TENA. Essity
operates in this industry through one facility located in Drummondville, QC, that manufacturers products associated
with its personal care segment.

SCA was originally founded in 1929, gradually expanded into health products and in 2016, the vast majority of the
company was dedicated to the global health and hygiene market. In 2017, the company decided to split into two
operations. Since that split, Essity has experienced consistent revenue growth due to several acquisitions. However,
the company's industry-relevant operations have experienced no noteworthy developments over the five years to
2021.

Financial performance

Essity's industry-relevant revenue is expected to increase at an annualized rate of 6.1% to $317.4 million over the
five years to 2021. The company's domestic facility primarily manufactures personal care products, which has
benefited from growing demand for its feminine care, baby care and incontinence products. The company also has
benefited to some extent from exchange rate fluctuations, as its revenue is reported in Swedish Krona, the value of
which has depreciated against the domestic dollar in recent years.

The company has stronger profit margin than the industry average and profit has expanded over the past five years,
in line with the overall industry. This is likely due to an increase in demand for sanitary products from the COVID-19
(coronavirus) pandemic, in addition to the company selling higher value-added goods than other manufacturers. As
a result, IBISWorld expects the company's industry-relevant operating profit, measured as earnings before interest
and taxes, to increase an annualized 10.1% to $48.6 million during the five-year period.

 
Essity AB (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 235.9 N/C 30.0 N/C
2017 297.5 26.1 43.5 45.0
2018 305.0 2.5 42.7 -1.8
2019 312.5 2.5 43.6 2.1
2020 289.5 -7.4 45.0 3.2
2021 317.4 9.6 48.6 8.0

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

Other Companies J.D. Irving Limited

  Market Share: 4.6%
  Founded in 1882, J.D. Irving Limited has operations in Canada and the United States. The company currently

employs more than 18,000 people with business units in: agriculture; construction and equipment; consumer
products; hydro energy; food; forestry and forestry products; retail and distribution; shipbuilding and industrial
fabrication; and transportation and logistics. The company's industry-relevant operations do business as Irving
Consumer Products Limited, recognized as one of North America's leading manufacturers of household paper and
baby diaper products.

Irving Consumer Products Limited is a leading North American supplier of household tissue products, baby diapers
and training pants. Irving Consumer Products Limited includes Irving Tissue Company Limited (Irving Tissue) and
Irving Personal Care Limited (Irving Personal Care). Irving Tissue manufactures premium household store brand
paper products for retailers in North America, as well as top-selling tissue brands in the marketplace, such as Kruger
Inc. In addition, Irving Tissue produces top-selling tissue brands such as Royale and Majesta in Canada and
Scotties facial tissue in the United States. Irving Personal Care is a leading supplier of private label or store brands
for major retailers, producing premium quality private label household paper, baby diapers and children's training
pant products.

Furthermore, the company's latest initiative was the official opening of its Macon, Georgia plant, with the company
investing US$470.0 million to launch. The company expects to include an additional US$400.0 million investment to
double the plant's capacity by 2022. Although the company does not disclose any annual revenue, IBISWorld
expects the company's industry-relevant revenue to reach $109.2 million in 2021.

Sanfacon Industries Inc.

  Market Share: 0.7%
  Sanfacon Industries Inc. (Sanfacon) is one of the smaller operators working in this industry. Sanfacon is

headquartered in Quebec, although it also maintains paper production facilities in Virginia, as it delivers its products
throughout North America. The company manufactures a wide variety of products, including towelettes, placemats,
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tray covers, waxed paper, paper bags, plastic cutlery and napkins. In 2021, IBISWorld estimates that Sanfacon will
generate $17.7 million in revenue.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Sanitary Paper Product Manufacturing industry in
Canada is characterized by a moderate to high level of
capital intensity. In 2021, industry operators are expected
to spend $0.26 on capital investments for every dollar
spent on labour. Sanitary paper production is highly
mechanized and industry operators heavily invest in
machinery and manufacturing equipment. Stability in the
world price of wood pulp has also stimulated capital
investments in industrial automation, which can reduce
operating costs. However, due to the consolidated nature
of the industry, with no more than 20 operators
participating in the industry, IBISWorld expects capital
intensity to have experienced volatile performance over the
five years to 2021. IBISWorld expects this trend to continue
over the five years to 2026, with capital intensity remaining
high.



Sanitary Paper Product Manufacturing in Canada August 2021

34 IBISWorld.com

Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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

Very 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.

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

Very Low Rate of Entry Very
Unlikely

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 Low Market
Concentration

Very
Unlikely

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

  The 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.

Industry operators are exposed to a low rate of new entrants and a moderate level of entry barriers. This combination of
factors creates an environment where entry trends are not a key threat of disruption.

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

Operators in the Sanitary Paper Product Manufacturing in Canada industry are
not exposed to significant technological disruptions because operators
provide an essential output for everyday use.

The industry is not affected by social trends for environmental protection because sanitary products are one-time use goods
by nature. Humans require cleaning products simply as a fact of daily life and human biology. There are not any disruptions
currently that would make the industry irrelevant or replaced by another industry.

The level of technology change is    Medium

  The Sanitary Paper Product Manufacturing industry in Canada has
experienced moderate technology change over the past decade.

Industry operators have increasingly automated the production process, by investing in newer machinery and equipment.
The paper products sector in general has also increasingly improved paper-recycling technology.

Sanitary paper production has become more automated in recent years. Machinery and equipment are being computerized,
which increases operating efficiency and reduces human errors. Major system updates have occurred in computer-aided
manufacturing, machinery, alternative pulp-making technologies, supply chain management, e-commerce, plant power
generation and energy consumption. In addition to saving on input and energy consumption, these changes have resulted
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in lower labour dependency, increasing productivity in other areas.

Industry operators have also reduced the environmental imprint of paper production. Developments have concentrated on
reducing the amount of harmful chemical discharge from paper manufacturing facilities and using different types of inputs in
production to reduce the strain on natural resources. There have been improvements in alternative pulping technologies, as
several chemical-pulping methods that do not use conventional cooking chemicals have been developed. Additionally,
many nonwood plants and grasses can now be used as fibre sources for paper product making. Wood and secondary fibre,
however, are expected to remain the dominant fibre sources due to their abundance and high quality.

Another area of research has been devoted to reducing energy consumption, decreasing environmental footprint costs and
incorporating recycled material in manufacturing. According to the National Energy Board, the paper and pulp sector has
steadily moved from natural gas to 60.0% biomass energy, which has made the industry less dependent on external fuel
sources. Biomass energy enables paper manufacturers to use by-products of paper production as a fuel source.
Additionally, about half the industry's paper feedstock is composed of recycled material.

Revenue
Volatility

The level of volatility is    Medium

  The Sanitary Paper Product Manufacturing industry in Canada exhibited
moderate revenue volatility over the five years to 2021.

The largest annual growth in the period was an estimated 8.9% in 2018, while the largest decline was 4.0% in 2020.
However, the industry experienced very high revenue volatility prior to the five-year period, with revenue expanding 42.1%
in 2013 and declining 23.7% in 2015. This is due to the growth in wood pulp prices having a heavy influence on sales.
IBISWorld expects the world price of wood pulp to have experienced heavy volatility prior to the reporting period. Moreover,
the world price of wood pulp is expected to remain volatile over the past five years, keeping operators' revenue moderately
volatile.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

The pulp and paper sector, including the Sanitary Paper Product
Manufacturing industry in Canada, is highly regulated by federal and
provincial governments.

Pulp and paper production are highly energy-intensive, requiring large quantities of chemicals such as chlorine. As a result,
Environment Canada regulates the use of industrial substances, including nonylphenol, bleaching effluents, chlorobiphenyl,
gaseous ammonia and polychlorinated dibenzodioxins. Additionally, Environment Canada monitors and regulates air and
water quality and toxic substances in commercial products, both of which are pertinent to paper mills.

Sanitary paper product manufacturing is highly energy-intensive, given the extensive degree of industrial automation in the
industry. Energy-intensive machinery can produce industrial effluent and toxic waste, which is regulated by the Fisheries
Act. The Fisheries Act seeks to protect water, fish and their habitats. Paper manufacturing facilities must abide by
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regulatory limits on effluent production, which is adjusted according to the paper output of the plant. Industry operators are
also required to establish an environmental effect monitoring program, enabling paper manufacturing facilities to track the
weight of effluent on the local environment.

The Canadian Environmental Protection Act (CEPA) regulates the use of chlorinated dioxins, which are used to bleach pulp
and paper. Chlorinated dioxins are highly toxic and pose a threat to human health. As a result, the act prohibits the release
of the most toxic varieties of chlorinated dioxins. Mills are also required to provide data on effluent output. CEPA also
regulates the use of defoamer additives, which may produce dioxins when they come into contact with chlorine bleach.
Fungicide, which is used to preserve wood chips, is also regulated because it can contain dioxins.

Industry
Assistance

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

The forest products sector, including the Sanitary Paper Product
Manufacturing industry in Canada, is one of the most important industries in
Canada, ranking among the top five contributors to trade.

As a result, the forest products sector is a major policy focus for federal and provincial governments.

Industry operators have benefited from federal initiatives to reduce the industry's environmental imprint. Between 2009 and
2012, the federal government provided $1.0 billion to support environmental programs in the industry. The program
promoted the use of black liquor, a by-product of wood pulp manufacturing, as an energy source for pulp and paper
manufacturing facilities. Eligible paper and pulp companies earned $0.16 in credits per litre of black liquor used at their
mills. Credits earned could subsequently be used to fund capital projects to further reduce the industry's environmental
footprint. Although the program ended in March 2012, the same government organization, in combination with government
technology programs are now providing funding for innovative technologies that capture biogas from effluent streams at
pulp mills.

In addition, operators received extra government assistance as a result of the COVID-19 (coronavirus) pandemic. The
Canada Emergency Business Account provides interest-free loans of up to $60,000 for qualifying small businesses.
Additionally, operators can take advantage of tax deferrals and improved access to credit and loans to remain liquid.

Industry associations

Industry operators also benefit from many industry associations. The Pulp and Paper Technical Association of Canada
focuses on improving the technical capabilities of Canadian pulp and paper professionals. The Forest Products Association
of Canada also plays an important role as a liaison between forest products operators and the government.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of wood

pulp ($ per
metric ton)

2012 1,417 285 33.0 25.0 2,796 789 288 202 917 763
2013 2,014 355 33.0 25.0 3,246 853 300 237 1,461 823
2014 2,670 509 32.0 24.0 5,043 1,003 304 333 1,971 877
2015 2,036 369 33.0 24.0 3,399 1,122 308 243 1,223 867
2016 1,958 321 33.0 24.0 2,903 1,107 293 216 1,144 819
2017 2,044 321 32.0 23.0 3,083 953 186 221 1,277 856
2018 2,226 377 33.0 23.0 3,587 982 206 243 1,451 1,031
2019 2,383 415 26.0 18.0 3,444 1,057 207 264 1,533 831
2020 2,288 365 25.0 17.0 3,380 1,105 249 258 1,432 675
2021 2,364 394 25.0 17.0 3,467 1,151 246 265 1,459 746
2022 2,458 406 25.0 17.0 3,520 1,151 246 270 1,553 796
2023 2,527 416 25.0 17.0 3,578 1,202 254 275 1,579 834
2024 2,574 423 24.0 16.0 3,629 1,238 260 280 1,596 855
2025 2,613 429 24.0 16.0 3,670 1,262 264 283 1,615 871
2026 2,650 434 23.0 16.0 3,689 1,283 267 285 1,634 885

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World price
of wood
pulp (%)

2012 9.68 14.2 -15.4 -16.7 11.0 153 19.3 14.5 -25.0 -15.2
2013 42.1 24.5 0.00 0.00 16.1 8.17 4.05 17.7 59.3 7.90
2014 32.6 43.6 -3.04 -4.00 55.4 17.5 1.39 40.5 35.0 6.53
2015 -23.7 -27.5 3.12 0.00 -32.6 11.9 1.34 -27.3 -38.0 -1.17
2016 -3.83 -13.2 0.00 0.00 -14.6 -1.35 -5.03 -10.9 -6.40 -5.52
2017 4.38 0.18 -3.04 -4.17 6.20 -13.9 -36.6 2.08 11.6 4.53
2018 8.91 17.3 3.12 0.00 16.3 2.98 10.8 10.1 13.6 20.4
2019 7.02 10.1 -21.2 -21.7 -3.99 7.62 0.72 8.73 5.72 -19.4
2020 -3.99 -12.1 -3.85 -5.56 -1.86 4.55 19.9 -2.28 -6.64 -18.8
2021 3.32 8.11 0.00 0.00 2.57 4.19 -1.09 2.71 1.89 10.6
2022 3.98 3.01 0.00 0.00 1.52 0.00 0.00 2.00 6.46 6.74
2023 2.81 2.33 0.00 0.00 1.64 4.38 3.13 1.88 1.71 4.74
2024 1.83 1.68 -4.00 -5.89 1.42 3.01 2.40 1.52 1.03 2.54
2025 1.53 1.49 0.00 0.00 1.12 1.97 1.54 1.21 1.20 1.85
2026 1.41 1.07 -4.17 0.00 0.51 1.67 1.25 0.67 1.18 1.56

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 20.1 31.5 55.7 507 14.2 84.7 72,103
2013 17.6 20.5 42.4 620 11.8 98.4 73,105
2014 19.1 15.4 37.6 529 12.5 158 66,111
2015 18.1 25.2 55.1 599 11.9 103 71,345
2016 16.4 25.6 56.5 675 11.0 88.0 74,440
2017 15.7 14.6 46.6 663 10.8 96.3 71,554
2018 16.9 14.2 44.1 621 10.9 109 67,689
2019 17.4 13.5 44.3 692 11.1 132 76,655
2020 15.9 17.4 48.3 677 11.3 135 76,331
2021 16.7 16.9 48.7 682 11.2 139 76,435
2022 16.5 15.8 46.8 698 11.0 141 76,790
2023 16.5 16.1 47.5 706 10.9 143 76,970
2024 16.4 16.3 48.1 709 10.9 151 77,046
2025 16.4 16.3 48.3 712 10.8 153 77,112
2026 16.4 16.3 48.4 718 10.8 160 77,230

Figures are inflation adjusted to 2021



Sanitary Paper Product Manufacturing in Canada August 2021

38 IBISWorld.com

Additional Resources
Additional
Resources

Pulp and Paper Technical Association of Canada
http://www.paptac.ca

Forest Products Association of Canada
http://www.fpac.ca

Natural Resources Canada
http://www.nrcan.gc.ca

Industry Jargon PULP
A dry, fibrous material prepared by chemically or mechanically separating the fibres that make up wood. It is most
commonly used to make paper or moulded pulp products.

TOXIC SHOCK SYNDROME
A life-threatening complication of a bacterial infection that is often associated with the use of superabsorbent
tampons. It is also associated with the use of contraceptive sponges.

VERTICAL INTEGRATION
Owning different parts of the supply chain, either in the form of owning upstream suppliers or downstream buyers.

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

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

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

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

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

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

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

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

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

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%.
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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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With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
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info@ibisworld.com to learn more.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
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