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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 Soap and Cleaning Compound Manufacturing industry in Canada is expected to increase in 2021
amid the ongoing COVID-19 (coronavirus) pandemic due to continued demand for cleaninig products. For more
detail, please see the Current Performance chapter.

· Industry profit is projected to decrease in 2021 due to the industry's more difficult operating conditions in light of the
coronavirus pandemic. Additionally, purchase costs are anticipated to rise in 2021, further hurting profit levels. For
more detail, please see the Cost Structure Benchmarks chapter.

· Industry imports and exports are both projected to increase over the five years to 2021, especially considering the
ongoing pandemic. For more detail, please see the International Trade 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 in the Soap and Cleaning Compound Manufacturing industry in Canada produce substances that loosen

and remove soil from a surface to maintain personal hygiene, sanitization, clean clothes, linens and furnishings. This
industry does not include manufacturers of synthetic glycerin, industrial bleaches or shampoos.

Major Players The Procter & Gamble Company

Ecolab Inc.

Main Activities The primary activities of this industry are:

Preparing, manufacturing and packaging cleaning compounds

Manufacturing and packaging soap

The major products and services in this industry are:

Commercial and industrial soaps and detergents

Household detergents

Household soaps, excluding specialty cleaners

Toothpaste and related products

Other
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Supply Chain

SIMILAR INDUSTRIES

Inorganic Chemical Manufacturing
in Canada

Organic Chemical Manufacturing
in Canada

Cosmetic & Beauty Product
Manufacturing in Canada

Chemical Product Manufacturing in
Canada

Chemical Wholesaling in Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Soap & Cleaning Compound
Manufacturing in the US

Hand Sanitizer Manufacturing Bleach Manufacturing Disinfectant Manufacturing

Soap and Cleaning Compound
Manufacturing in Australia

Soap, Washing Powder and
Synthetic Detergent
Manufacturing in China

Soap & Detergent Manufacturing
in the UK
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Industry at a Glance
Key Statistics

$2.1bn
Revenue

Annual Growth

2016–2021

-1.2%

Annual Growth

2021–2026

1.6%

Annual Growth

2016–2026

 

$161.8m
Profit

Annual Growth

2016–2021

-5.1%

  Annual Growth

2016–2021

 

7.7%
Profit Margin

Annual Growth

2016–2021

-1.7pp

  Annual Growth

2016–2021

 

398
Businesses

Annual Growth

2016–2021

2.6%

Annual Growth

2021–2026

1.8%

Annual Growth

2016–2026

 

4,772
Employment

Annual Growth

2016–2021

-0.4%

Annual Growth

2021–2026

1.6%

Annual Growth

2016–2026

 

$318.8m
Wages

Annual Growth

2016–2021

-1.4%

Annual Growth

2021–2026

1.6%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

3.2%
Demand from janitorial services

-9.0%
Demand from hotels and motels

-2.2%
Demand from full-service
restaurants

1.8%
Per capita disposable income

1.5%
Canadian effective exchange rate
index

1.2%
Population

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Barriers to Entry

High / Increasing

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Regulation & Policy

Medium / Steady

  Technology Change
Medium

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Industry Globalization

High / Increasing

  Competition
High / Increasing

 

Key Trends

 Significant volatility in the world price of crude oil has further
constrained revenue

 Purchase costs have increased during the period, causing
industry profit to contract

 With the threat of manufacturers offshoring their operations,
the industry has experienced increased volatility

 Continued growth in the Canadian population and increased
demand will likely bolster revenue

 Industry exports will likely also provide an avenue for growth
over the next five years

 With imports' share of domestic demand rising, IBISWorld
expects the number of industry enterprises to rise

 Demand for industry products is expected to remain high
amid a more positive economic outlook
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  High Profit vs. Sector Average

  Low Product/Service Concentration

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Imports

  High Customer Class Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Per capita disposable income
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Executive Summary Suds up: A positive economic environment will likely foster greater
opportunities for revenue growth

The Soap and Cleaning Compound Manufacturing industry in Canada has contracted over the five years to 2021
despite several conflicting revenue trends, in light of increased import competition from foreign manufacturers and
significant volatility regarding crude oil prices. Both import penetration and crude oil prices have forced many
operators to reduce selling prices to remain competitive. However, industry operators have benefited from growth in
the Canadian population, which has increased demand for industry products from households, in addition to the
COVID-19 (coronavirus) pandemic, which increased demand for soap and cleaning compounds both domestically
and abroad. Despite the pandemic's overall negative effect on the Canadian economy, this increase in demand has
helped hinder the industry's revenue decline in 2020; in 2021, demand for industry products is expected to remain
high amid a more positive economic outlook. As a result, industry revenue has decreased at an expected annualized
rate of 1.2% to $2.1 billion over the five years to 2026, including an increase of 0.9% in 2021 alone.

Oil-based goods are primary inputs in soaps and detergents, while fluctuations in the world price of crude oil can
influence the selling price of industry goods. The world price of crude oil has experienced high volatility over the past
five years, limiting the selling prices of most industry products. Moreover, this development has hindered industry
profit during the period. Operators have also continued to contend with the threat of low-cost imported soap and
cleaning products from countries with less stringent environmental and labour laws. This environment enables
operators in these countries to manufacture comparable products with lower production costs. In 2021, imports are
estimated to satisfy more than 80.0% of domestic demand for industry products, limiting the industry's total customer
base.

Over the five years to 2026, the industry is expected to be supported by rebounding demand from restaurants,
janitorial services, hospitals and other downstream industries. This will likely lead to a greater demand for industry
products, with a more positive economic environment concurrently fostering greater opportunities for revenue
growth. Ultimately, industry revenue is forecast to increase at an annualized rate of 1.6% to $2.3 billion over the five
years to 2026.
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Industry Performance

Key External
Drivers

Per capita disposable income

Disposable income influences the quality and quantity of soap and cleaning products that consumers purchase.
Though soap and cleaning products are generally considered nondiscretionary goods, consumers typically buy low-
cost, generic products, as opposed to brand-name items, when disposable income is low. Per capita disposable
income is expected to decrease in 2021, posing a potential threat to the industry.

 

Demand from full-service restaurants

Full-service restaurants use cleaning products to comply with Canadian health and sanitation regulations.
Restaurants require soap and detergent for washing dishes, tables and cooking space, as well as soap and hand
sanitizer for hand washing. Therefore, as demand for full-service restaurants increases, demand for industry goods
tends to increase as well. In 2021, demand from full-service restaurants is expected to increase, representing a
potential opportunity for the industry.

 

Demand from hotels and motels

Hotels and motels are major commercial markets for this industry. These businesses use cleaning products in large
quantities to meet regulation requirements and satisfy customer preferences regarding cleanliness. When hotels and
motels are thriving, demand for cleaning products increases. Demand from hotels and motels is expected to
increase in 2021.

 

Demand from janitorial services

Janitorial companies use cleaning products, such as polishes, waxes and other sanitation goods when providing
services. Therefore, as these companies provide more services, demand for soaps and other cleaning products
increases. Demand from janitorial services is expected to increase in 2021.

 

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 soap and cleaning compounds less expensive and more price competitive against local goods.
Conversely, when the dollar depreciates, measured by a declining CEER index, Canadian products are more
attractive on the international market. The CEER index is expected to increase in 2021.
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Population

Individual consumers represent a significant market for industry operators, as households require industry goods to
maintain a clean living space. Therefore, as the Canadian population increases, industry revenue rises as well. In
2021, the population is expected to increase.

 

Current
Performance

In the presence of significant setbacks, the Soap and Cleaning Compound
Manufacturing industry in Canada has contracted over the five years to
2021.

The industry is largely driven by macroeconomic consumer conditions and large-scale fluctuations in the Canadian
population, since individual consumers represent a sizable market for many industry products. Therefore, fairly
stagnant population growth, combined with volatile economic conditions brought on by the COVID-19 (coronavirus)
pandemic and significant volatility regarding the world price of crude oil, have affected the prices that industry
operators can charge for goods. At the same time, substantial competition from foreign manufacturers has limited
the industry's total customer base, further constraining growth. Consequently, revenue has contracted at an
annualized rate of 1.2% to $2.1 billion over the five years to 2021, including an increase of 0.9% in 2021 alone, as
the economy continues to contend with high demand for industry products. This increased demand is likely due to
the pandemic and a slightly more favourable economic climate compared with 2020, which experienced low growth
despite higher demand as a result of the pandemic.

CONFLICTING REVENUE TRENDS

Fortunately for industry operators, although the Canadian economy has
experienced difficulties over the past five years, the transfer payments
made to Canadian individuals and families as a result of the government's
Economic Response Plan to the coronavirus pandemic have largely
assisted in preserving disposable income levels, resulting in a less
significant revenue contraction.

Thus, per capita disposable income has increased an annualized 1.0% over the five years to 2026. At the same
time, the Canadian population has expanded at an annualized rate of 1.2% during the same period, increasing the
size of one of the most crucial downstream markets.

A more negative economic outlook has also affected demand from downstream industries, such as the Hotels and
Motels industry in Canada (IBISWorld report 72111CA), the Full-Service Restaurants industry in Canada (72211CA)
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and the Dry Cleaners industry in Canada (81232CA). These industries all cater to consumers and require soaps and
cleaning compounds manufactured by industry operators to function properly. During the latter half of the period, the
coronavirus pandemic has greatly affected these industries' range of operations, as many provinces mandated the
closure of all nonessential businesses in Canada, devastating the hospitality and food service industries in
particular. Moreover, consumers began to scale back on nondiscretionary purchases. Additionally, since oil-based
products are major inputs for industry goods, and the prices that industry operators can charge for their products are
somewhat contingent on fluctuations in oil prices, significant volatility in the world price of crude oil has further
constrained revenue. This volatility has caused many industry operators to lower their selling prices to remain
competitive, limiting industry revenue growth despite demand for industry products being higher due to the
pandemic.

INDUSTRY PROFIT

Alongside volatile oil prices, industry purchase costs have increased
during the period, thus causing industry profit to contract.

Industry profit, measured as earnings before interest and taxes, is projected to account for 7.7% of industry revenue
in 2021, down from 9.4% in 2016. Although industry profit has benefited from increased demand for high-margin
products, such as eco-friendly soaps and detergents, major players, such as the Procter & Gamble Company (P&G)
and Ecolab Inc., also underwent strategic acquisitions and downsizing to remain competitive. Due to growing
demand for these goods and the high margin associated with producing these products, many industry operators
have begun manufacturing eco-friendly goods in recent years. For example, in May 2016, P&G introduced Tide
purclean into the market, the brand's first biobased detergent.

INTERNATIONAL TRADE

While the Canadian dollar has depreciated overall in recent years, it has
not been enough to offset the volatile nature of crude oil.

For instance, the Canadian effective exchange rate (CEER) index, which measures the value of the Canadian dollar
compared with other major currencies, has declined at an annualized rate of 0.6% over the five years to 2021,
making domestic products less expensive than foreign goods. Exports represent the largest downstream market for
industry operators, accounting for an estimated 66.6% of industry revenue in 2021. Moreover, the value of industry
exports has increased at an annualized rate of 0.6% to $1.4 billion over the five years to 2021.

Meanwhile, despite domestic products becoming less expensive compared with foreign goods, the coronavirus
pandemic has ultimately driven the value of industry imports to rise, increasing an annualized 7.3% to $4.8 billion
over the five years to 2021. Although economic difficulties occurred both domestically and abroad, demand for
industry products as a whole has risen due to the role of soap and cleaning compounds in promoting more sterile
environments. Further, while most imports come from the United States, which primarily produces high-margin
goods, an increasing share of industry imports have been sourced from Mexico and China. These countries have
less stringent regulations surrounding manufacturing activities, which enables operators in these countries to
produce goods at relatively low prices. As a result, most products from these countries are low-quality, high-value
goods. Overall, imports are expected to account for 87.2% of domestic demand in 2021.

INDUSTRY STRUCTURE

With the threat of manufacturers offshoring their operations, the industry
has experienced increased volatility.

Overall, the number of enterprises is estimated to grow at an annualized rate of 2.6% to 398 companies over the five
years to 2021. Meanwhile, during most of the period, many established operators have hired more workers to satisfy
demand from individual consumers and downstream industries. However, with diminished profit, operators have
been pressured to limit the number workers per facility, with the coronavirus pandemic compounding this trend. As a
result, industry employment has fallen at an annualized rate of 0.4% to 4,772 workers over the five years to 2021.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per Capita
Disposable

Income
($)

2012 1,842 496 345 335 5,077 1,050 2,674 299 3,467 28,883
2013 1,613 471 353 343 3,891 1,156 2,799 238 3,257 29,369
2014 1,991 659 347 337 4,639 1,218 2,946 294 3,719 29,466
2015 1,839 421 357 347 4,346 1,372 3,314 294 3,781 30,804
2016 2,235 620 359 350 4,861 1,359 3,371 342 4,247 30,333
2017 2,088 547 391 381 4,323 1,293 3,356 319 4,151 30,713
2018 2,067 568 402 392 4,686 1,319 3,336 313 4,084 30,873
2019 2,087 537 397 387 4,699 1,219 3,414 315 4,282 31,217
2020 2,083 576 402 392 4,703 1,390 4,684 315 5,377 33,528
2021 2,101 563 408 398 4,772 1,400 4,789 319 5,490 31,957
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Industry Outlook
Outlook The Soap and Cleaning Compound Manufacturing industry in Canada is

likely to experience growth over the five years to 2026 as the Canadian
economy begins to chart a path toward long-term recovery following the
COVID-19 (coronavirus) pandemic.

Rising consumer spending during the outlook period is expected to bolster spending on industry-relevant products
moving forward. In addition, rising levels of per capita disposable income, though increasing at a more marginal rate,
is projected to contribute to consumers purchasing high-cost, brand-name soap and cleaning products
manufactured by industry operators, including those derived from natural ingredients.

Moreover, the anticipated recovery of some downstream industries, such as the Full-Service Restaurants industry in
Canada (IBISWorld report 72211CA) and the Janitorial Services industry in Canada (56172CA), bodes positively for
industry operators, since these industries will also likely experience greater demand from consumers. This, in turn,
increases their reliance on industry products to maintain the proper cleaning standards. At the same time, however,
industry operators will likely continue to be threatened by low-cost, brand-name products manufactured in foreign
markets. Nonetheless, industry revenue is projected to increase at an annualized rate of 1.6% to $2.3 billion over
the five years to 2026.

POSITIVE ECONOMY

Over the next five years, continued growth in the Canadian population and
increased demand from downstream industries are expected to bolster
revenue.

For example, the population is expected to expand at an annualized rate of 1.0% over the five years to 2026,
consequently generating substantial demand for industry-relevant products. Moreover, a rising population will likely
stimulate demand for downstream markets, such as restaurants and hotels, causing these markets to demand
greater quantities of industrial and commercial cleaning compounds.

Moving forward, more downstream consumers are also expected to purchase high-cost, eco-friendly cleaning
products. Eco-friendly products are typically brand-name and sell at a higher price point, bolstering both revenue
and profit. Additionally, a greater emphasis will likely be placed on certain factors, such as biodegradability, aquatic
toxicity, renewable feedstock and environmental footprints regarding carbon dioxide emissions through the supply
chain. Moreover, oil-based goods are a key input in the manufacturing process for most soaps and detergents.
Therefore, when crude oil prices increase, the process to produced industry goods becomes more expensive. Most
industry operators can pass some of this cost increase to downstream customers in the form of higher prices, which
effectively raises industry revenue. Ultimately, the world price of crude oil is forecast to increase an annualized 4.4%
over the five years to 2026.

P&G'S CANADIAN PRESENCE

Although the Procter & Gamble Company (P&G), one of the industry's
largest players, announced its plan to move production to West Virginia
by 2021, laying off an estimated 500 workers, P&G has continued to
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maintain its operations in Canada.

Though P&G's future exit may ultimately cause industry revenue to contract, at present the continued presence in
Canada provides further opportunities for industry revenue growth during the outlook period. Additionally, industry
exports will likely also provide an avenue for growth over the next five years, as exports are projected to undergo
more robust growth compared with the five years to 2021. To this end, the value of industry exports is forecast to
increase an annualized 1.5% to $1.5 billion over the five years to 2026. The United States is expected to remain the
industry's largest export market, with China, Australia and Mexico continuing to represent other important sources of
demand.

Additionally, the value of industry imports are projected to grow at an annualized rate of 2.6% to $5.5 billion over the
five years to 2026. However, imports' share of domestic demand is expected to remain somewhat stable amid
revenue growth, satisfy 87.7% of domestic demand in 2026, up marginally from 87.2% in 2021. Additionally, the
Canadian effective exchange rate (CEER) index, which measures the value of the Canadian dollar compared with
currencies of major trading partners, will likely increase over the next five years. In turn, an appreciating Canadian
dollar is expected to cause goods manufactured in foreign markets to be increasingly affordable for domestic
consumers and business, bolstering the volume of industry imports.

PROFIT AND PARTICIPATION

While an increase in the world price of crude oil will likely help support
industry revenue growth over the coming years, while also corresponding
to an increase in industry profit, a concurrent increase in purchase costs
is also expected to cause profit to remain relatively in check.

As a result, industry profit, measured as earnings before interest and taxes, is projected to increase marginally over
the five years to 2026, comprising 8.8% of revenue in 2026, up from 7.7% in 2021. Over the coming years, there is
also a strong potential that the concentration of phosphate in industry products may be subject to increasingly
stringent regulation. Therefore, acclimating to these new regulatory codes could cause further hindrance to profit
growth.

With imports' share of domestic demand rising, IBISWorld expects the number of industry enterprises to increase at
a slower rate, rising at an annualized rate of 1.8% to 436 companies over the five years to 2026. This slower growth
will likely occur despite rising demand from consumers and downstream companies. Due to increased demand,
however, industry employment is also forecast to rise, growing an annualized 1.6% to 5,155 workers 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)

Per Capita
Disposable
Income  ($)

2021 2,101 563 408 398 4,772 1,400 4,789 319 5,490 31,957
2022 2,132 587 416 406 4,838 1,427 4,636 323 5,340 32,422
2023 2,175 602 425 415 4,937 1,452 4,876 330 5,599 32,586
2024 2,215 615 434 425 5,016 1,476 5,079 335 5,819 32,684
2025 2,253 624 441 431 5,105 1,497 5,284 341 6,040 32,767
2026 2,271 628 446 436 5,155 1,506 5,450 344 6,216 32,874
2027 2,292 635 452 443 5,210 1,516 5,627 348 6,403 32,982
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry products are clearly defined

Industry products are wholeheartedly accepted in downstream markets

The number of enterprises indicates some consolidation activity

The Soap and Cleaning Compound Manufacturing industry in Canada is currently in the mature phase of its
economic life cycle. Industry value added (IVA), which measures an industry's contribution to the overall economy, is
projected to increase at an annualized rate of 0.1% over the 10 years to 2026. Comparatively, Canadian GDP is
forecast to increase at an annualized rate of 1.9% during the same period. Although IVA growth that lags behind
economic growth generally signals an industry in decline, there are other factors at play that effectively designate
the industry as mature, particularly in light of reinvigorated trade activity as a result of the COVID-19 (coronavirus)
pandemic.

Furthermore, the industry's product portfolio has remained relatively unchanged for several decades, and the
industry's products are clearly segmented; clearly defined product segments is typically indicative of a mature
industry. However, research and development remains a crucial expense for industry operators, keeping the
industry from entering a sustained stagnation and contraction phase that would demonstrate a declining industry. In
recent years, major industry players, such as the Procter & Gamble Company (P&G) and Ecolab Inc., have invested
funds in the development of eco-friendly products. As the green movement has taken hold in Canada, more
consumers are demanding these environmentally friendly products, which typically sell at a higher price point.
However, while the manufacturing of these eco-friendly goods has bolstered industry revenue growth in recent
years, this development has not significantly changed the scope of the industry's product portfolio, nor has it enabled
operators to access new geographic or consumer markets, keeping the industry from entering a growth phase.

Soap and cleaning compounds are also wholeheartedly accepted in most downstream markets, further helping to
solidify the industry's mature status. The industry's goods have become staple products across virtually all Canadian
households, causing operators to benefit from relatively stable consumer demand even during periods of economic
duress, as has been the case with the coronavirus pandemic. Lastly, the industry has begun to demonstrate
consolidation in recent decades; although the number of enterprises has recently grown, they nonetheless will likely
grow at a slower rate over the five years to 2026, with such consolidation activity typically representing mature
industries. In contrast, declining industries are usually marked by consolidation activity across the board.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Chemical Wholesaling in Canada

Grocery Wholesaling in Canada

Medical Supplies Wholesaling in Canada

2nd Tier

Healthcare and Social Assistance In Canada

Accommodation and Food Services In Canada

Educational Services In Canada

Supermarkets & Grocery Stores in Canada

Pharmacies & Drug Stores in Canada

Beauty, Cosmetics & Fragrance Stores in Canada

Key Selling Industries
1st Tier

Petrochemical Manufacturing in Canada

Inorganic Chemical Manufacturing in Canada

Organic Chemical Manufacturing in Canada

Chemical Product Manufacturing in Canada

Petroleum Refining in Canada

Industrial Machinery & Equipment Wholesaling in
Canada

2nd Tier

Oil Drilling & Gas Extraction in Canada

Coal Mining in Canada

Mineral & Phosphate Mining in Canada

Power Tools & Other General-Purpose Machinery
Manufacturing in Canada

Products & Services

  COMMERCIAL AND INDUSTRIAL SOAPS AND DETERGENTS

Commercial and industrial soaps and detergents produced by operators
in the Canadian Soap and Cleaning Compound Manufacturing industry
are manufactured for large-scale use in restaurants, hotels, schools,
office buildings and other professional establishments.

In 2021, IBISWorld estimates that sales of these products account for 36.9% of industry revenue. Demand for these
products has decreased over the five years to 2021 as the COVID-19 (coronavirus) pandemic, which is still ongoing
at the time of writing, brought about the mandated closure of many nonessential businesses, including many
Canadian restaurants, hotels, janitorial services and other downstream industries in a bid to reduce the spread of
the virus. Thus, this segment's share of revenue has fallen during the period as a result.

HOUSEHOLD DETERGENTS

Household detergents are primarily composed of laundry and dish
detergents manufactured for small-scale use in households.

In 2021, these products are expected to constitute the second-largest product category for industry operators,
accounting for an estimated 21.7% of industry revenue. Detergents are typically more expensive than soaps, which
contributes to this segment's share of industry demand. Over the five years to 2021, more environmentally
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conscious consumers have demanded eco-friendly household detergents. To meet this demand, many major
players have produced new lines of environmentally friendly products, such as organic detergents and soaps. These
products generally command relatively high prices, causing this segment to expand as a share of revenue over the
past five years.

HOUSEHOLD SOAPS, EXCLUDING SPECIALTY CLEANERS

Household soaps, excluding specialty cleaners, are estimated to
represent 7.0% of revenue in 2021.

Typical products in this category include dish soaps, bar soaps, body washes and hand soaps. Over the past five
years, this product category has risen as a share of industry revenue, primarily as a result of the coronavirus
pandemic, though this increase has been marginal overall when compared with the period as a whole. While
industry operators that specialize in producing these goods have also benefited from increased demand for eco-
friendly soaps in recent years, the fairly low price point that is associated with household soaps has prevented this
category's share of industry revenue from expanding too markedly.

OTHER

The remaining portion of industry revenue is generated through the sale
of cleaning products that are not classified as soaps or cleaning
compounds.

For example, sales of toothpaste and related products are expected to represent 2.2% of industry revenue in 2021,
while sanitary wipes, polishes, deodorant, shampoo and other products relating to personal hygiene are categorized
under the other product segment. Collectively, these other products are projected to account for 32.2% of industry
revenue in 2021, declining as a share of revenue during the period.

Demand
Determinants

Population growth

A large portion of demand for products produced by the Canadian Soap and Cleaning Compound Manufacturing
industry stems from Canadian consumers. Since soap and detergent are considered nondiscretionary goods,
industry demand typically increases in line with population growth. Furthermore, an increase in the population
boosts demand for commercial and institutional industries that use soap and detergent, such as schools and
hospitals, especially during periods of national public health crises, as has been the case regarding the COVID-19
(coronavirus) pandemic in Canada. Thus, as the population grows, so too does demand for the industry.

Developing new products

Another major demand determinant for the industry is the development and marketing of new products. In this
particular industry, new products may have a completely new formula or institute improvements to existing products
and brand extensions. Extending a well-known brand name to a new product often lures shoppers who already use
the core brand; additionally, the sustainability trend has had the most significant weight on cleaning product
development over the five years to 2026. While creating more eco-friendly products, companies can create
excitement among consumers for their products by adding or emphasizing natural ingredients or healthfulness. New
products also help to maintain profit, and innovation keeps consumers from trading down to inexpensive, private-
label products that do not have the same features.

Consumer purchasing behaviour

Price can also play a role in influencing purchasing patterns. Though consumers tend to purchase brands of soaps
and detergents they trust, a poor economy and significant price increases can lead to heightened price sensitivity
and falling demand. While domestic operators manufacture products that are relatively essential items, most
households rationalize the range of products they purchase during economic downturns, thereby causing these
consumers to trade down the value chain, purchase fewer high-margin, eco-friendly products or use less expensive
products. In contrast, as Canadian household income levels rise, consumers tend to trade up from bargain products
to premium ones. In addition, they also add certain products to their shopping baskets that they might not ordinarily
purchase, such as a special cleaner for the bathroom, as opposed to an all-purpose item. The industry's major
manufacturers also offer products that target a wide range of price points to address more customers' needs.
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Major Markets

  EXPORTS

Sales to the United States comprise the bulk of revenue for the Soap and
Cleaning Compound Manufacturing industry in Canada.

Under the North American Free Trade Agreement and its recently ratified successor agreement, the United States-
Mexico-Canada Agreement, trade among Canada, the United States and Mexico is unrestricted, and thus, devoid of
most import tariffs. Therefore, exports to the neighbouring United States are particularly attractive to industry
operators. In 2021, IBISWorld estimates that this market will account for 69.9% of industry revenue. Over the five
years to 2021, this market segment has expanded as a share of industry revenue due to in part the COVID-19
(coronavirus) pandemic, which has heightened demand for industry products. Over the five years to 2026, the
United States is expected to remain the primary market for industry goods.

Other key export destinations for this industry include China, Australia and Mexico, among many others. In 2021,
IBISWorld estimates that exports to these countries will represent an additional 6.1% of industry revenue, with this
segment also increasing over the five years to 2021 similar to exports destined for the United States.

DOMESTIC RETAILERS

Since many of the industry's products are manufactured for household
use, retail outlets that sell consumer goods account for a significant share
of industry demand.

These retailers include mass merchandisers, convenience stores, supermarkets and other stores that sell industry-
relevant soap and cleaning compounds. In 2021, IBISWorld estimates that these domestic retail industries will
collectively represent 13.2% of industry revenue. Domestic retail industries consist of supermarkets and mass
merchants, independent retailers and convenience stores, representing 7.5%, 5.3% and 0.4% of industry revenue,
respectively, in 2021. This market has decreased as a share of revenue over the past five years due to more robust
growth regarding the industry's exports market segment.

OTHER DOMESTIC MARKETS

In 2021, other commercial and institutional establishments in Canada,
such as healthcare providers (3.6%), food service establishments (4.2%)
and lodging establishments (3.0%), are estimated to account for the
remaining 10.8% of industry revenue.

These industrial enterprises primarily use soap and detergents to ensure cleanliness. Food service establishments
represent the largest source of industry demand within this particular segment, as restaurants must ensure that their
kitchens, dining rooms, dishes and cooks are all free of germs and contaminants. Thus, these food service
establishments require hand soap, dish soap, cleaning spray and dishwasher detergent. Nonetheless, over the five
years to 2021, IBISWorld estimates that this market segment has declined as a share of revenue as a result of the
pandemic's negative effect on restaurant and accommodations industries, in addition to more robust growth
regarding the industry's export market segment.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Increasing

Imports

Due to favourable trade regulations from the North American Trade Agreement and its more recently ratified
successor agreement, the United States-Mexico-Canada Agreement, in addition to low transportation costs, the
Soap and Cleaning Compound Manufacturing industry in Canada sources a substantial share of industry imports
from neighbouring countries. This includes the industry's largest trading partner, the United States, which accounts
for an estimated 77.3% of industry imports in 2021. Additionally, China, Mexico and Poland account for 12.0%, 2.6%
and 1.5% of imports, respectively, in 2021. Countries that are classified as having emerging economies, such as
China, are often able to manufacture brand-name products at lower costs due to relatively permissive labour laws
and less stringent environmental regulations pertaining to the disposal of chemicals.

Moreover, and despite the COVID-19 (coronavirus) pandemic, the industry's international trade activity has been
mostly unaffected by these recent world events, with both imports and exports experiencing growth in 2020, which is
expected to continue in 2021. This is primarily because soap and cleaning compounds, and their upstream inputs,
have been in high demand due to the pandemic, with this upshoot in international trade activity and increased
international cooperation bolstering both import and export activity as Canadian producers of industry products have
sought to ramp up their supply of cleaning materials and disinfectants to downstream markets. Overall, the value of
imports has consequently increased, rising at an annualized rate of 7.3% to $4.8 billion over the five years to 2021,
satisfying an estimated 87.2% of domestic demand in 2021. Over the five years to 2026, industry import growth is
expected to slow as the worst effects of the coronavirus pandemic subside; as a result, the value of industry imports
is projected to increase at a more muted rate, growing an annualized 2.6% to $5.5 billion over the next five years.

Exports

Most industry exports are sold to the United States, which accounts for an estimated 92.0% of industry exports in
2021. Other key export markets include China, Australia and Mexico, which are estimated to account for 1.2%, 0.8%
and 0.5% of industry exports, respectively, in 2021. Similar to industry imports, exports have been positively affected
by the coronavirus pandemic in 2020, as demand for inputs used to make industry products soared in light of the
pandemic, with more attention focused on the cleaning properties of soap and other cleaning compounds as a
method of reducing the spread of the virus. Nonetheless, demand for Canadian exports has not proved as robust as
demand on the part of Canadian manufacturers for industry inputs and raw materials from abroad. To this end, the
value of industry exports is estimated to grow at an annualized rate of 0.6% to $1.4 billion over the five years to
2021, accounting for an estimated 66.6% of industry revenue in 2021. In recent years, industry manufacturers have
increasingly pursued growth opportunities overseas to lower their exposure to revenue volatility.
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Business
Locations

  The distribution of establishments in the Soap and Cleaning Compound Manufacturing industry in Canada largely follow the
geographic distribution of the Canadian population. As a result, key regions for industry activity include Ontario, Quebec, British
Columbia and Alberta, which are estimated to account for 35.5%, 29.0%, 16.9% and 9.8% of industry establishments,
respectively, in 2021.

Ontario

Due to Ontario's significance in the overall manufacturing sector and its share of the population, it therefore represents the largest
share of industry establishments. The province is home to an estimated 38.8% of the population in 2021, making it a convenient
location for operators to do business. Moreover, its proximity to the United States decreases transportation costs for trade activity
and enable operators to control expenses.

British Columbia and Quebec

British Columbia and Quebec account for relatively large portions of industry establishments when compared with their shares of
the population. This structure is largely attributable to these regions' proximity to key downstream industries. For example, British
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Columbia and Quebec contain a substantial number of convenience stores, dry cleaners, supermarkets and grocery stores that
demand soap and cleaning products. Furthermore, these regions also have easy access to the United States, which is the
industry's largest export market. British Columbia contains Port Metro Vancouver and the Pacific Highway/Douglas cross-border
connection, while the St. Lawrence Seaway and the Port of Montreal enable operators in Quebec to easily export goods to major
US markets.

Chemical industry

The industry's geographic pattern also reflects the general spread of chemical manufacturing industries and other industries that
supply raw materials. For example, Alberta, Ontario and Quebec each contain a substantial share of establishments in the
Petrochemical Manufacturing industry in Canada (IBISWorld report 32511CA). Organic and inorganic chemicals are also key
inputs in the production of soaps and detergents. Consequently, industry players are typically located close to operators in the
Organic Chemical Manufacturers industry in Canada (32519CA) and other key commodity producers so as to minimize
transportation costs and create an efficient manufacturing and distribution network. Over the coming years, as more consumers
prefer to purchase environmentally friendly products, the importance of operators locating close to organic chemical
manufacturers will likely increase.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Soap and Cleaning Compound Manufacturing industry in Canada has a low level of market share
concentration, with the industry's four largest players expected to account for less than 30.0% of revenue in 2021.
The industry is primarily composed of small and medium-sized operators that serve local or regional clients.
According to the latest data available from Statistics Canada, nearly half of industry establishments are
nonemploying entities. Moreover, only 3.7% of employing establishments are estimated to employ more than 100
workers. Most other industry operators have difficulty competing with global operators due to their expansive supply
and distribution contracts and substantial economies of scale, which causes these leaders to experience low per-
unit manufacturing costs. Therefore, the average industry operator caters mostly to niche or local markets. For
example, The Green Beaver Company Ltd. is a family run company that focuses on manufacturing soap with pure
and natural ingredients. IBISWorld expects industry fragmentation to increase over the five years to 2026.

Key Success
Factors

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

Ensuring pricing policy is appropriate:
Purchase incentives for retailers, such as bulk discounts, support companies with gaining shelf space.

Economies of scale:
Expanding the size of a company's production can help reduce long-term average costs and boost profit.
Additionally, larger manufacturers have more power to negotiate with large retailers.

Generate brand loyalty:
Manufacturers that produce household goods can garner more repeat sales from brand-loyal consumers.
Companies that supply the commercial segment strive to become preferred vendors by offering superior customer
service.

Development of new products:
Though major innovation of industry products is limited, companies must continually add features to siphon
customers away from private-label products.

Supply contracts in place for commodity inputs:
Operators generally purchase raw materials for manufacturing products on an annual contract basis to control costs
and adjust pricing accordingly.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 7.7% of industry revenue in 2021, down from
9.4% in 2016. Compared with other industries in the manufacturing
sector, this industry has a relatively large profit margin, primarily due to
the presence of multinational industry operators that benefit from
significant brand recognition and substantial economies of scale and
scope, which help lower per-unit manufacturing costs. Nonetheless,
over the five years to 2021, the average industry profit margin has
experienced some volatility due to upstream volatility regarding crude
oil prices, an input for industry products, with the world price of crude oil
forecast to increase at an annualized rate of 0.9% over the five years to
2021. However, the world price of crude oil will likely experience
significant declines during some years of the period, including a decline
of 33.4% in 2020 alone as a result of the COVID-19 (coronavirus)
pandemic. Consequently, declining crude oil prices during most of the
period have ultimately forced many operators to reduce their selling
prices to remain competitive.

 

  Wages

Industry wage costs are estimated to account for 15.2% of industry
revenue in 2021, remaining fairly stable compared with 15.3% in 2016.
However, wage costs have nevertheless decreased marginally due to
increased automation. Advancements in technology enable industry
operators to use more machinery in the production of soaps and
detergents, limiting the industry's reliance on costly labour inputs.
Industry operators can also manage labour costs through the use of
flexible workforces, which enable companies to adjust employment and
wages in line with fluctuating demand for industry products.
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  Purchases

Purchase costs are estimated to account for 53.4% of industry revenue
in 2021, up from 46.6% in 2016. Common raw materials used in
industry manufacturing processes include solvents, surfactants,
phosphates, silicates, alkalis, salts and perfumes. Suppliers of these
materials include major upstream chemical manufacturers, such as
Royal Dutch Shell PLC and the Dow Chemical Company. Ingredients
used in manufacturing soap and cleaning compounds are sourced both
locally and internationally, as large-scale industry players are
increasingly acquiring their own business units that manufacture key
chemicals in-house. For example, Ecolab Inc.'s acquisition of
Champion Technologies Services Inc. enabled the company to benefit
from vertically integrated operations, which were expanded to include
specialty chemical production.

 

  Marketing

In 2021, marketing costs are expected to account for 2.2% of industry
revenue. These costs have remained relatively stable during the period,
as industry operators do not typically advertise directly to consumers.

 

  Depreciation

In 2021, depreciation costs are estimated to account for 3.9% of
industry revenue, increasing marginally as a share of revenue over the
past five years.
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  Rent

Rental costs are estimated to account for 3.0% of industry revenue in
2021, down slightly from 3.9% in 2016. However, rent continues to
remain a necessary expense for industry operators, as the wide variety
of sectors and geographies serviced by the industry ultimately makes it
necessary to have production centres in major hubs of economic
activity. In addition, operators typically do business near chemical
manufacturers to minimize transportation costs.

 

  Utilities

IBISWorld expects utility costs to represent 1.2% of industry revenue in
2021. This figure is projected to have remained stable over the past five
years.

 

  Other Costs

Other industry costs include insurance premiums, legal fees, research
and development (R&D) and other administrative fees. R&D represents
a significant expense for industry players, as operators are responsible
for continuously expanding and improving their product portfolio. For
instance, R&D efforts have resulted in development of technologically
advanced compounds that produce colour-safe oxygen bleach
alternatives and antibacterial cleaners. IBISWorld expects other costs
to account for 13.4% of revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  The Soap and Cleaning Compound Manufacturing industry in Canada is
highly competitive.

Consumers that are seeking out industry goods can choose from a wide variety of well-advertised brands, private-
label brands and generic nonbranded products. The type and extent of industry competition varies depending on
whether the industry operator services the household market or the commercial market. In the household market,
competition is based primarily on product differentiation and brand loyalty established through extensive advertising.
While the importance of price varies across submarkets, competition in the commercial market is based primarily on
price and performance.

INTERNAL COMPETITION

Small- and medium-sized enterprises do not have the brand or market
power of the industry leaders, but offer a range of specialty products to
attract customers interested in niche goods.

However, the high level of brand loyalty and associated perceptions of superior product quality make competing with
the Procter & Gamble Company and Ecolab Inc. (Ecolab) quite difficult. Internal competition within this industry is
principally based upon price, quality, reputation, distribution channels, innovation and differentiation.

The price sensitivity of consumers varies; while Ecolab, a well-established brand name, dominates the market,
consumers easily switch their preferences to a lower-priced substitute, especially during economic slowdowns, as
has been the case due to the COVID-19 (coronavirus) pandemic. Furthermore, the growing segment of low-priced,
private-label brands has made price-based competition more intense. The perceived quality of a particular product
or brand will likely determine the price consumers are willing to pay for it, and it forms one of the most important
bases of competition in the industry. Brand-loyal customers are less sensitive to changes in price because of the
associated perceptions of quality, and many of them will likely continue to purchase a particular brand despite price
increases. This is especially relevant in specialized product segments, in which consumer choice is primarily based
on specific desires, such as environmentally friendly products.

Developing and maintaining strong relationships with downstream suppliers is also a critical area of competition for
industry operators. The ability to secure coveted grocery store and supermarket shelf space has conventionally set
market leaders apart from their competitors. Brands with the most recognizable products or packaging placed visibly
at strategic locations have the best chances of maximizing sales at the retail level. As competition intensifies, more
of the industry's manufacturers have expanded their traditional distribution networks to include convenience stores,
drug and discount stores, online retailers and other venues with high pedestrian traffic.

Players also compete based on their ability to be innovative and differentiate a product or brand from its competition.
There is a high emphasis on innovation and new product introductions as a result. Changing consumer trends, such
as the green movement, have further compelled producers to be innovative with packaging, marketing and labelling
initiatives to gain customers.

EXTERNAL COMPETITION

Industry participants experience external competition from retail grocery
chains and wholesale cooperatives that are involved in the manufacture
or sale of private-label brands or generic nonbranded products.

Additionally, with many industry operators expanding their global market presence, a highly competitive global
marketplace for various soap and surfactant products has developed in recent years. In particular, global operators
have the advantage of fewer regulations pertaining to the manufacturing process and the disposing of chemical
waste, lowering production costs.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Increasing
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  While it is relatively easy to launch a small soap
manufacturing company since the technological skills and
financial resources required are not substantial, the Soap
and Cleaning Compound Manufacturing industry in
Canada is highly saturated. As a result, barriers to entry
are moderate due to a few large industry operators
holding significant market share. Therefore, these industry
behemoths have economies of scale, which enables them
to lower prices by securing favourable supply contracts.
Further, costs related to marketing and distribution are
potentially significant, as operators need to heavily invest
in developing brand-name awareness in the saturated
market. Strong brands and high-volume production
facilities give existing players a competitive advantage
over new entrants, which may be a significant barrier,
especially amid the bleaker economic outlook caused by
the COVID-19 (coronavirus) pandemic, which has made it
increasingly difficult to enter many industries that are
already highly competitive.

Additionally, the main distribution channels of soap
products are supermarkets and mass merchants.
Therefore, these large buyers are equipped with high
negotiating power. Large retailers of soaps, such as
Walmart Inc., make it difficult for new companies to enter
the distribution chain. If the supplier does not depend on a
company's business, that company has less power to
negotiate pricing and shelf space. As a new company to
the industry, these selling points could be essential to
success.

Cleaning products are usually differentiated by their
colour, brand, strength and fragrance, though their overall
function is fairly standardized. Such lack of distinction
increases the power of retailers to control pricing and
demand. A form of backward integration within the market
is possible, with retailers able to develop their own brands
of private-label cleaning products. Additionally,
environmental regulations prevent or limit the use of
phosphates in certain household cleaner; refer to the
Regulation and Policy section of this report for more
information. Companies must also comply with
environmental regulations for waste disposal. Though
these regulations would not determine whether a
company enters the industry, potential operators must
take environmental compliance costs into account.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The level of globalization in the Soap and Cleaning Compound Manufacturing industry in Canada is high and will likely
continue to increase further over the following five years to 2026. The industry is part of the global consumer nondurables
sector, which includes various household and personal care items. The industry is thus becoming increasingly globalized
as many of its major players have shifted their focus toward expanding their manufacturing facilities in emerging markets
to support growth. Further, many of the industry's major players are headquartered overseas. For example, Ecolab Inc.
and the Procter & Gamble Company are both US-based companies.
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Major Companies

Major Players The Procter & Gamble Company

Market Share: 13.6%

Brand Names Gain, Tide, Cascade, Mr. Clean, Dawn

  Established in 1837 and based in Cincinnati, the Procter & Gamble Company (P&G) is a leading manufacturer of
household products, with a presence in over 180 countries. The company has five business segments, which
include beauty; grooming; healthcare; fabric care and home care; and baby, feminine and family care. P&G also
comprises 300 brands, including Tide, Cascade, Charmin, Crest and Oral-B. P&G's substantial economies of scale
ultimately enables the company to buy raw materials in bulk, leverage marketing, spend more on research and
development and protect some of its categories from competition. The company operates one manufacturing facility
in Canada and employs 99,000 workers company-wide. In fiscal 2020 (year-end June), P&G generated $95.0 billion
in total global revenue across all operating segments (latest data available).

P&G's industry-relevant operations are largely limited to its fabric care and home care segment, which primarily
includes (but is certainly not limited to) fabric care products, such as laundry detergents; and home care products,
such as dishwashing liquids, surface cleaners and air fresheners. Although this segment represents the company's
only industry-relevant operation, this segment represents the largest share of revenue for the company as a whole,
ultimately accounting for over 30.0% of sales. Although P&G's only manufacturing facility is located in Belleville, ON,
the company also operates a distribution centre located in Brantford, ON in addition to having its corporate
headquarters located in Toronto, ON.

Over the five years to fiscal 2020, P&G has been involved in notable acquisitions to strengthen its global presence
and product portfolio. The most recent acquisition was in December 2018, as P&G acquired Merck & Co. Inc. for
$5.3 billion (US$4.0 billion) to expand its over-the-counter market share in addition to the company's healthcare
operating segment; refer to IBISWorld report 32541aCA for more information. This acquisition is expected to
increase the company's healthcare share of revenue and extend its global footprint. Lastly, since the company is
vertically integrated, and therefore handles all aspects of operations, including its advertising and marketing
initiatives, P&G announced its efforts to reduce the number of agencies it works with globally in an effort to be more
operationally efficient.



Soap & Cleaning Compound Manufacturing in Canada January 2021

31 IBISWorld.com

Financial performance

P&G's industry-relevant revenue has increased at an annualized rate of 2.2% to $286.6 million over the five years to
fiscal 2021. A significant share of this growth comes from the result of the continued depreciation of the Canadian
dollar, which has caused the company's industry-relevant revenue to inflate due to the conversion between US and
Canadian dollars. However, the COVID-19 (coronavirus) pandemic has provided the company with a further
opportunity for growth, as demand for soap and cleaning compounds has soared due to the role of industry products
in reducing the spread of the virus. Moreover, the company's economies of scale are well-poised to help the
company through any period of economic operating difficulty that may otherwise negatively affect smaller operators.
Similarly, P&G's operating profit, measured as earnings before interest and taxes, has also increased during the
period, rising an annualized 4.0% to $64.0 million over the five years to fiscal 2021, solidifying the position of this
company as one of the foremost players in the industry.

 
The Procter & Gamble Company (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 256.6 N/C 52.6 N/C
2017-18 251.0 -2.2 51.5 -2.1
2018-19 259.7 3.5 50.8 -1.4
2019-20 273.8 5.4 57.1 12.4
2020-21 297.1 8.5 67.9 19.0
2021-22 286.6 -3.6 64.0 -5.7

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

Ecolab Inc.

Market Share: 8.3%

  Ecolab Inc. (Ecolab) is one of the world's leading providers of cleaning, food safety and health protection products.
Headquartered in St. Paul, MN, the company employs 50,200 workers as of 2019 (latest data available), distributing
its products in more than 170 countries. In addition to the company's manufactured goods, Ecolab also offers
cleaning and sanitizing, pest elimination and maintenance and repair products and services. The company primarily
serves the food service, hospitality, healthcare, government, education, textile care and vehicle wash industries
through four primary reportable segments, which include global industrial, global institutional, global energy and
other. In 2019, the company generated $19.8 billion in total global revenue across all operating segments (latest
data available).

Ecolab's industry-relevant operations include its global industrial and global institutional segments, accounting for
more than 70.0% of sales after foreign currency conversion adjustments. Moreover, the global industrial reporting
segment participates in the industry through its life sciences and textile care solutions segment. The life sciences
and textile care segment provides dispensing equipment, sanitizer, disinfectant, cleaners and other products. In
addition, the global institutional reporting segment's industry-relevant solutions include the institutional and specialty
operating segments. These two operating segments specialize in providing cleaners, sanitizers, degreasers and
polishes for hotels, quick service restaurants, chains and food retailers. Overall, IBISWorld estimates that these
industry-relevant operations account for about 35.0% of the company's revenue.

Prior to the five years to 2021, Ecolab acquired Nalco Holdings Co. (Nalco) to become a global leader in water,
hygiene and energy services. This acquisition enabled Ecolab to address key challenges, such as food safety,
healthcare, water scarcity and energy production. Additionally, the company has benefited from Nalco's
specialization in industrial water, energy and air applications. In 2014, prior to the current period, Ecolab acquired
dairy hygiene chemical businesses EXL Laboratories LLC and Hypred Canada Inc.; these companies are
manufacturers of cleaning and sanitizing products that are used in dairy farms in the United States and Canada.
More recently, Ecolab sold its $238.8 million (US$180.0 million) equipment care business to Audax Group in
October 2017 to strategically invest its efforts to be operationally efficient. In the first quarter of 2019, Ecolab
acquired Bioquell PLC, a hydrogen peroxide vapour biodecontamination systems and services, with the goal to
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expand its global industrial segment.

Financial performance

Ecolab's industry-relevant revenue has grown at an annualized rate of 2.5% to $174.5 million over the five years to
2021, with the company's Canadian operations accounting for only 2.5% of company revenue. Generally, domestic
production has remained relatively stable, while global production has expanded to reach an estimated 951,400
square metres of production space. Ecolab's domestic sales have performed fairly well over the past five years, with
the COVID-19 (coronavirus) pandemic and the resulting higher demand for industry products boding well for the
company in terms of revenue. However, the company's revenue is forecast to decrease 3.3% in 2021 alone. Despite
this, the company's operating profit, measured as earnings before interest and taxes, has risen an annualized 2.0%
to $24.3 million over the five years to 2021, a testament to Ecolab's substantial economies of scale, which ultimately
enable the company to generate high profit.

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

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 154.6 N/C 22.0 N/C
2017 159.2 3.0 22.4 2.1
2018 168.7 6.0 22.4 -0.2
2019 178.0 5.5 24.0 7.4
2020 180.5 1.4 25.3 5.4
2021 174.5 -3.3 24.3 -4.2

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

Other Companies Lavo Ltd.

  Market Share: 4.7%
  Headquartered in Montreal, Lavo Ltd. (Lavo) is a manufacturer, distributor and marketer of household cleaners and

laundry detergents. Founded in 1948, Lavo has grown to employ 425 people who manufacture bleaches, cream and
powder cleansers, liquid detergents, all-purpose cleaners, glass and surface cleans, liquid fabric softeners and
fabric softener sheets. The company's products are currently distributed in grocery stores, pharmacies, warehouse
clubs and superstore chains. Lavo's most notable brands mainly include La Parisienne, Hertel, Arctic Power, Old
Dutch, Springtime and ABC. However, the company also owns Les Produits Plastique Qualipak Inc. (Qualipak),
which manufactures high-quality containers and bottles, having acquired it in the 1970s. However, Qualipak is not
industry relevant. Although Lavo is a privately owned company that does not report its financial data, IBISWorld
estimates that the company will generate $98.7 million in industry-relevant revenue in 2021.

The Green Beaver Company Ltd.

  Market Share: 0.2%
  Located in Hawkesbury, ON, The Green Beaver Company Ltd. (Green Beaver) is a family-owned manufacturer of

toothpastes, deodorants, sunscreens, hair care, body lotions, foaming hand soaps, castile soaps and lip balms.
Founded in 2001, Green Beaver operates with an estimated 12 employees, including its two founders. The company
uses all-natural and organic goods to produce its products. Green Beaver's products are distributed in a wide range
of stores across Canada, including health food stores and pharmacies. The company currently operates an
estimated 1,100 square metre manufacturing facility. Additionally, beginning in 2016, Green Beaver launched a
range of chemical-free, personal care products in the neighbouring US market. Overall, IBISWorld estimates that
Green Beaver will generate $5.2 million in industry-relevant revenue in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Soap and Cleaning Compound Manufacturing industry
in Canada is characterized by a medium level of capital
intensity. In 2021, industry operators are expected to spend
$0.26 on capital investments for every $1.00 spent on
labour. While many manufacturing processes within the
industry are automated, the industry still relies on
specialized employees to conduct research and
development for product development. Furthermore, the
industry is typified by a high level of fragmentation. As a
result, many small-scale, independently operated
companies cater to a niche market of local clientele with
small manufacturing processes, which primarily rely on
human capital to generate sales.

Over the coming years, the industry will likely become
increasingly capital intensive as operators continue to
invest in automated machinery to reduce labour costs and
increase operating efficiency. In fact, several large-scale
operators already have automated processes and high
capital costs. For instance, many key players use
computers to control production equipment and inventory
management, as well as electronic data interchange to
optimize purchases. Thus, IBISWorld expects the
industry's capital investment to increase over the five years
to 2026.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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

Very High Innovation
Concentration

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

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

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.

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

The most relevant disruptive force in the Soap and Cleaning Compound
Manufacturing industry in Canada over the five years to 2021 has been the
growth of smart supply chains in the manufacturing sector and the increase in
the concentration of cleaning formulations.

Smart supply chains are benefiting from big data and the Internet of Things, enabling operators to track all steps in the
manufacturing process and sales performance of each product. In addition, with heavier investment in cleaning
formulations, the overall product changes in shape ultimately reduces excess packaging. Furthermore, new molecular
structures increase performance while abiding by new biocide regulations.

The level of technology change is    Medium

  Manufacturers in the Soap and Cleaning Compound Manufacturing industry in
Canada must develop an operating process that complies with good
manufacturing practices (GMP).

Examples of GMP include operators implementing quality control in their operations, such as examining product quality and
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maintaining detailed records. Due to Health Canada considering disinfectant cleaning products as drugs, stringent labelling
requirements force operators to examine product safety, efficacy and quality as part of the production process. Also, when
designing test protocols, operators typically follow the Canadian General Standards Board for guidelines.

Methods of production change with the times

Industry products range from high volume types, such as laundry detergents
and liquid soaps that are used regularly, to lower volume specialty products
for less frequent cleaning needs.

The size and complexity of the operation varies from small plants employing just a few workers to larger facilities with
several hundred employees.

Batch and continuous blending processes are also used to manufacture the industry's liquid and gel cleaning products.
Concentrated liquid products rely on new high-energy mixing processes and stabilizing agents. Growing environmental
concerns have caused changes in both the production process and packaging of soap and detergent products in recent
years, with the goal of decreasing the amount of plastic used in product packaging and waste. Currently, such products are
designed with the objective of creating minimal waste and environmental footprint. In addition, the actual product packaging
is also more compatible with current and future waste management practices.

More changes in the future

Over the five years to 2021, the rate of technological change in the industry is
not expected to be particularly high.

However, given the intense nature of competition among major players, the continuous introduction of new products is
becoming increasingly significant. Several consumer product companies are now turning to outside suppliers, including
specialty chemical manufacturers, in an effort to develop new products. This trend has influenced industry participants'
research and development programs and subsequent pipelines.

The use of information technology management systems and the reliance on e-commerce platforms are also expected to
grow in the immediate future. For example, various major players have recently introduced integrated systems, apps and
products in data processing software systems designed to optimize all aspects of manufacturing, sales, inventory,
distribution and finance. Others have set up business-to-business platforms and informative websites geared toward the
final consumer, and these trends are set to continue moving forward. As movements favouring online chemical trading
gather force, this will likely have several profound implications for chemical manufacturers and the way operations are
conducted.

Revenue
Volatility

The level of volatility is    Medium

  The Soap and Cleaning Compound Manufacturing industry in Canada is
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characterized by a medium level of revenue volatility.

Year-to-year revenue growth rates ultimately range between a growth of 21.5% in 2016 and a decline of 6.6% in 2017.
Over the five years to 2021, industry revenue has fluctuated an average of 7.6% year-over-year. Due to the
nondiscretionary nature of the industry's soap and detergent products, the industry is generally shielded from experiencing
strong swings in consumer demand even during periods of national economic and health crises, as has been the case in
2020 and 2021 regarding the COVID-19 (coronavirus) pandemic. However, revenue is also sensitive to changes in demand
from certain downstream industries, such as restaurants, food service establishments and hotels, all of which have had
their operations significantly hampered as a result of the coronavirus pandemic. Generally, the more foot traffic these
industries receive, the more likely it becomes that they will need to purchase industry goods in higher volumes, stimulating
industry revenue growth. In contrast, and as was the case in 2020, a sudden decline in demand on the part of one or more
of these downstream industries can cause industry revenue to experience a decline.

Moving forward, industry operators are expected to expand their presence in emerging markets, creating opportunities to
reduce industry revenue volatility by appealing to a wider range of global consumers. However, industry revenue may
experience slight volatility over the five years to 2026, as generally unpredictable fluctuations with respect to input
commodity prices may translate into higher purchase prices. While operators can raise product prices to reflect these
higher purchasing costs, they also run the risk of customers trading down to less value-added products, and this shift
toward low-price alternatives generally leads to slower gains or declines in industry revenue, exacerbating revenue
volatility.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Soap and Cleaning Compound Manufacturing industry in Canada is
currently subject to various applicable environmental regulations.

Perhaps the most notable of these is the 1999 Canadian Environmental Protection Act (CEPA), which implemented
regulations for manufacturing and importing products that contain a chemical concentration exceeding CEPA's cap. For
example, household cleaners that contain phosphorus chemicals have a maximum concentration cap of 0.5% for importers
and manufacturers. Plus, manufacturers that include phosphorus chemicals in their manufacturing processes must include
records pertaining to the quantity shipped, recipient, brand-name information and other record keeping requirements. CEPA
also requires all new ingredients or substances to be assessed for their potential to harm consumer health or the
environment. As a result, CEPA implements requirements that pertain to industry research and development.

The Canada Consumer Product Safety Act and Consumer Chemicals and Containers Regulations of 2001 established
standards for product packaging and labelling. Additionally, Health Canada's Therapeutic Products Directorate regulates
antimicrobial hand soap due to this product being considered a drug. Moreover, the Food and Drugs Act and Food and
Drug Regulations require that manufacturers demonstrate a product's safety, efficacy and quality for products sold to
consumers. Antimicrobial hand soaps must also have a Drug Identification Number, displayed on the product label.

Industry
Assistance

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

Though not a form of direct industry assistance, Canada's Small Business
Financing Program enables small businesses to obtain financing and
consequently enter the Soap and Cleaning Compound Manufacturing industry
in Canada.

However, for an existing business, an operator's revenue cannot exceed $5.0 million over the fiscal year that the loan is
approved. Comparatively, for new entrants, revenue cannot exceed $5.0 million over the first 52 weeks of operation at the
time of loan approval. Additionally, while the Handcrafted Soap and Cosmetic Guild trade association does not provide
industry assistance, membership enables operators to join a guild that nonetheless advocates for the industry and the
interests of its constituent manufacturers. For example, the association provides workshops on marketing and proficiency in
manufacturing, in addition to business strategies and networking opportunities with vendors and suppliers.

COVID-19

As a result of the effects of the COVID-19 (coronavirus) pandemic on the Canadian economy, the federal government
passed the COVID-19 Economic Response Plan beginning in March 2020 to assist businesses across Canada. More
specifically, this includes industry operators. To this end, operators opting to offset the detrimental effects of the pandemic
on their business operations have a host of options available to them when it comes to receiving government assistance.
For instance, operators can apply for the Canada Emergency Wage Subsidy (CEWS) until June 2021. Under CEWS, the
government commits to covering up to 75.0% of an employee's wages for all eligible employers. This initiative seeks to
enable operators to not only rehire employees that were laid off due to the pandemic, but also to avoid instituting layoffs in
the first place.
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In addition, the Canada Emergency Business Account provides industry operators with interest-free loans up to $60,000 for
qualifying small businesses, to help cover operators' costs during a period of reduced operating revenue due to the
pandemic. Since most industry companies are small, with 61.9% of operators employing under 10 individuals and 91.6% of
operators employing under 50 individuals in 2021, many industry operators may qualify for these loans, further assisting
them in protecting their businesses during a period of national crisis.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per Capita
Disposable
Income ($)

2012 1,842 496 345 335 5,077 1,050 2,674 299 3,467 28,883
2013 1,613 471 353 343 3,891 1,156 2,799 238 3,257 29,369
2014 1,991 659 347 337 4,639 1,218 2,946 294 3,719 29,466
2015 1,839 421 357 347 4,346 1,372 3,314 294 3,781 30,804
2016 2,235 620 359 350 4,861 1,359 3,371 342 4,247 30,333
2017 2,088 547 391 381 4,323 1,293 3,356 319 4,151 30,713
2018 2,067 568 402 392 4,686 1,319 3,336 313 4,084 30,873
2019 2,087 537 397 387 4,699 1,219 3,414 315 4,282 31,217
2020 2,083 576 402 392 4,703 1,390 4,684 315 5,377 33,528
2021 2,101 563 408 398 4,772 1,400 4,789 319 5,490 31,957
2022 2,132 587 416 406 4,838 1,427 4,636 323 5,340 32,422
2023 2,175 602 425 415 4,937 1,452 4,876 330 5,599 32,586
2024 2,215 615 434 425 5,016 1,476 5,079 335 5,819 32,684
2025 2,253 624 441 431 5,105 1,497 5,284 341 6,040 32,767
2026 2,271 628 446 436 5,155 1,506 5,450 344 6,216 32,874

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per Capita
Disposable
Income (%)

2012 -2.11 2.96 -1.71 -1.48 -0.65 8.00 6.10 0.53 1.06 1.73
2013 -12.4 -5.20 2.31 2.38 -23.4 10.1 4.67 -20.4 -6.05 1.68
2014 23.4 40.1 -1.70 -1.75 19.2 5.43 5.22 23.6 14.2 0.33
2015 -7.65 -36.2 2.88 2.96 -6.32 12.6 12.5 -0.14 1.69 4.54
2016 21.5 47.3 0.56 0.86 11.8 -0.95 1.70 16.4 12.3 -1.53
2017 -6.57 -11.7 8.91 8.85 -11.1 -4.86 -0.44 -6.70 -2.25 1.25
2018 -0.99 3.70 2.81 2.88 8.39 2.04 -0.60 -1.85 -1.61 0.52
2019 0.96 -5.47 -1.25 -1.28 0.27 -7.59 2.33 0.41 4.85 1.11
2020 -0.21 7.22 1.25 1.29 0.08 14.0 37.2 0.03 25.6 7.40
2021 0.85 -2.25 1.49 1.53 1.46 0.71 2.25 1.33 2.11 -4.69
2022 1.45 4.30 1.96 2.01 1.38 1.93 -3.21 1.41 -2.73 1.45
2023 2.05 2.57 2.16 2.21 2.04 1.74 5.18 2.04 4.85 0.50
2024 1.82 2.14 2.11 2.40 1.60 1.59 4.16 1.63 3.92 0.29
2025 1.70 1.54 1.61 1.41 1.77 1.47 4.04 1.75 3.81 0.25
2026 0.81 0.64 1.13 1.16 0.97 0.58 3.13 0.93 2.90 0.32

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 26.9 77.1 57.0 363 16.2 14.7 58,873
2013 29.2 85.9 71.6 415 14.8 11.0 61,167
2014 33.1 79.2 61.2 429 14.8 13.4 63,419
2015 22.9 87.6 74.6 423 16.0 12.2 67,602
2016 27.7 79.4 60.8 460 15.3 13.5 70,356
2017 26.2 80.8 61.9 483 15.3 11.1 73,814
2018 27.5 81.7 63.8 441 15.2 11.7 66,837
2019 25.7 79.7 58.4 444 15.1 11.8 66,929
2020 27.6 87.1 66.7 443 15.1 11.7 66,893
2021 26.8 87.2 66.6 440 15.2 11.7 66,806
2022 27.5 86.8 67.0 441 15.2 11.6 66,825
2023 27.7 87.1 66.8 441 15.2 11.6 66,822
2024 27.8 87.3 66.6 442 15.1 11.6 66,846
2025 27.7 87.5 66.5 441 15.1 11.6 66,836
2026 27.7 87.7 66.3 441 15.2 11.6 66,809

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Handcrafted Soap & Cosmetic Guild
http://www.soapguild.org

Canadian Guild of Soapmakers, Chandlers & Cosmetic Crafters
http://www.canadianprofessionalsoapmakers.com

Healthy Cleaning 101
http://www.healthycleaning101.org

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

Industry Jargon DETERGENT
A synthetic cleaning agent containing surfactants that do not precipitate in hard water and have the ability to
emulsify oil and suspend dirt.

PRIVATE LABEL
A brand owned by a retailer or supplier whose goods are produced by a contract manufacturer, but sold under the
retailer or supplier's label.

SOAP
An anionic surfactant used in conjunction with water for washing and cleaning. Soaps are produced from the
hydrolysis of fats in a chemical reaction called saponification.

SURFACTANT
A wetting agent that lowers the surface tension of a liquid, thereby enabling easier spreading. The actual word is a
portmanteau of “surface active agent.”

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.
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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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