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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:

• As unemployment rose in 2020 due to layoffs related to the COVID-19 (coronavirus) pandemic, consumers will
likely have less discretionary income to spend on products, many of which are considered nonessential, cutting into
demand. For more detail, please see the Demand Determinants chapter.

• Revenue has fallen in 2020 as rising economic uncertinanty and shelter-in-place orders reduce demand for
industry products. However, industry revenue is expected to increase in 2021. For more detail, please see the
Current Performance chapter.

• Logistical hurdles for international trade, aimed at slowing the spread of the virus, combined with supply chain
disruptions, have cut into international trade. For more detail, please see the International Trade chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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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 The Cosmetic and Beauty Product Manufacturing industry in Canada prepares, blends, compounds and packages

beauty products and cosmetics. Products included in this industry are perfumes, makeup items, hair preparations,
face creams, lotions and other toiletries. Toothpastes, toothbrushes, soaps and body washes are not included in this
industry.

Major Players Estée Lauder

L'Oreal Canada

Main Activities The primary activities of this industry are:

Antiperspirant and deodorant manufacturing

Cologne and perfume manufacturing

Makeup manufacturing

Hair care product manufacturing

Skin care product manufacturing

Nail care product manufacturing

Sunscreen and suntan lotion manufacturing

Powders and towelettes manufacturing

Shaving cream and aftershave manufacturing

The major products and services in this industry are:

Hair care products

Skin care products

Cosmetics

Perfumes and colognes

All other products
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Supply Chain

SIMILAR INDUSTRIES

Petrochemical Manufacturing in
Canada

Organic Chemical Manufacturing
in Canada

Soap & Cleaning Compound
Manufacturing in Canada

Chemical Product Manufacturing in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Cosmetics Manufacturing Cosmetic & Beauty Products
Manufacturing in the US

Acne Treatment Manufacturing
OTC

Hair Loss Treatment Manufacturing

Perfume & Fragrance
Manufacturing

Sunscreen Manufacturing Shaving Razor Manufacturing Cotton Personal-Care Product
Manufacturing

Lipstick Manufacturing Cosmetics, Perfume and
Toiletries Manufacturing in
Australia

Cosmetic & Personal Care
Product Manufacturing in China

Perfume & Cosmetics
Manufacturing in the UK

Cosmeceutical Skincare
Production
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Industry at a Glance
Key Statistics

$3.2bn
Revenue

Annual Growth

2016–2021

0.0%

Annual Growth

2021–2026

2.2%

Annual Growth

2016–2026

 

$104.6m
Profit

Annual Growth

2016–2021

-22.4%

  Annual Growth

2016–2021

 

3.3%
Profit Margin

Annual Growth

2016–2021

-8.4pp

  Annual Growth

2016–2021

 

234
Businesses

Annual Growth

2016–2021

-0.8%

Annual Growth

2021–2026

0.5%

Annual Growth

2016–2026

 

10,274
Employment

Annual Growth

2016–2021

2.5%

Annual Growth

2021–2026

2.2%

Annual Growth

2016–2026

 

$638.3m
Wages

Annual Growth

2016–2021

5.4%

Annual Growth

2021–2026

2.1%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.2%
Demand from beauty, cosmetics
and fragrance stores

1.6%
Per capita disposable income

-0.1%
Canadian effective exchange rate
index

1.2%
Population

 
Industry Structure

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Concentration

Medium

  Regulation & Policy
Medium / Steady   Technology Change

Medium

  Barriers to Entry
Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Industry Globalization

High / Increasing

  Competition
High / Increasing

 

Key Trends

 The weakening of the Canadian dollar has made industry
exports increasingly affordable

 Many operators seeking to increase market share have
embraced premiumization

 Mounting market pressure from imported beauty products
has exacerbated competition in the industry

 Limited export volumes will likely constrain the industry's
expansion

 Industry profit will likely contract due to increases in the
world price of crude oil

 The acceptance of male beauty products will likely cause
slight growth in the number of industry operators

 The fluctuating price of crude oil, which represents a key
input, has strongly affected industry profitability
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Customer Class Concentration

  Low Product/Service Concentration

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Imports

  Low Profit vs. Sector Average

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Performance Drivers

  Population
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Executive Summary About face: Strong import competition will likely continue to siphon
revenue from domestic operators

The Cosmetic and Beauty Product Manufacturing industry in Canada has experienced growth over much of the five
years to 2021 by manufacturing widely accepted and necessary personal care products, such as shampoo and
lotions. Revenue growth is determined by demand from wholesalers and retailers, which is ultimately driven by
consumer spending, tastes and preferences. In recent years, rising levels of disposable income have encouraged
consumers to increasingly purchase the industry's high-end luxury products. However, the COVID-19 (coronavirus)
pandemic cut into revenue in 2020. As a result, industry revenue is estimated to stagnate at $3.2 billion over the five
years to 2021. This forecast includes projected revenue growth of 4.0% in 2021 alone.

Profit varies widely among industry operators. The fluctuating price of crude oil, which represents a key input in the
industry's many petroleum-derived products, has strongly affected industry profitability during the period. The world
price of crude oil is expected to increase an annualized 0.9% over the five years to 2021. At the same time,
significant volatility in commodity prices has posed a threat to operators that cannot quickly change their prices to
reflect swings in input costs. Heightened price-based competition has also threatened industry operators during the
period, while high levels of import penetration have siphoned demand from domestic producers as Canadian
consumers continue to purchase high-end beauty products from European producers. This trend has eaten into
profit over the past five years. Fortunately for the industry, the Canadian dollar has remained relatively weak during
the five-year period, enabling domestic operators to generate substantial revenue by exporting products to markets
where the weak Canadian dollar has caused domestic products to become relatively inexpensive. Ultimately, this
trend has driven revenue growth over much of the past five years.

Industry revenue is expected to increase over the five years to 2026, as rising levels of disposable income continue
to fuel demand from domestic retailers and wholesalers. However, a projected appreciation of the Canadian dollar
will likely constrain international demand for industry products, while strong import competition will continue to
siphon revenue from domestic operators. Overall, industry revenue is forecast to increase an annualized 2.1% to
$3.5 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the Canadian dollar against the currencies of
Canada's major trading partners. When the CEER index increases, imports become more attractive to Canadian
consumers, while industry-produced exports become more expensive in global markets, which may drive down
exports. The CEER index is expected to increase in 2021, posing a potential threat to the industry.

 

Per capita disposable income

Per capita disposable income measures consumers' spending income. When per capital disposable income rises,
consumers are likely to purchase more cosmetics and more expensive industry products. Per capita disposable
income is expected to decrease in 2021.

 

Population

Individual consumers represent a substantial market for industry operators, as both discretionary and
nondiscretionary cosmetic products account for a significant share of the average household's expenses. Therefore,
as the overall Canadian population increases, industry revenue rises as well. The Canadian population is expected
to grow in 2021.

 

Demand from beauty, cosmetics and fragrance stores

Domestic demand for cosmetics and beauty products is largely derived from consumer demand at the retail level. As
the total volume of products demanded at beauty, cosmetic and fragrance stores increases, demand for industry-
relevant products will likely increase as well. Demand from these downstream retailers is expected to grow in 2021,
representing a potential opportunity for the industry.
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Current
Performance

The Cosmetic and Beauty Product Manufacturing industry in Canada
develops, designs, produces and markets both personal care goods for
everyday use, such as deodorant, shaving cream and dental floss, as well
as specialty cosmetic products such as tooth whitening strips, eyeliner
and perfume.

All the industry's products are manufactured along a wide spectrum of price and quality options. For example, the
industry produces low-price, store-brand shampoos, as well as ultra-luxury hair care products intended for use in
high-end spas and salons. The variability of these markets and products somewhat cushions the industry from
drastic changes in revenue in any single segment. Moreover, a significant portion of industry revenue comes from
nondiscretionary products. However, the COVID-19 (coronavirus) pandemic cut into revenue significantly in 2020,
slowing growth. As a result, industry revenue is expected to stagnate at $3.2 billion over the five years to 2021. This
forecast includes expected growth of 4.0% in 2021 alone as the economy recovers from the coronavirus pandemic.

GLOBALIZED DEMAND

International trade accounts for a significant portion of industry activity,
with imported goods satisfying an estimated 69.2% of total domestic
demand for industry products in 2021, while exports account for an
estimated 57.5% of the industry's total revenue.

The vast majority of this trade occurs with the United States and this activity is facilitated by the largely unrestricted
nature of the US-Mexico-Canada Agreement, which enables industry operators to ship goods to and from the United
States with minimal tariffs. The weakening of the Canadian dollar has made industry exports increasingly affordable
for consumers in foreign markets. However, the coronavirus pandemic caused the value of industry-relevant exports
to decrease an annualized 2.0% to $1.8 billion over the five years to 2021.

Industry growth early in the period was largely bolstered by the industry's development of luxury and prestige lines
designed to compete with the products manufactured by the industry's high-end European competitors. These
product lines include both high-quality ingredient formulations, such as those found in luxury skin and hair care
products, as well as value-added specialty offerings, such as salon-quality shampoos tailored for use with specific
hair types. The development of these high-end product lines enables Canadian products to remain competitive both
in developed and developing markets, as their specialty features cater to niche markets, while operators avoid price
competition with low-cost industry products.

Moreover, while the relative value of the Canadian dollar has fallen during the five-year period, which has made
foreign-manufactured goods less affordable for domestic consumers, foreign competition has continued to capture a
significant share of industry demand. These foreign-made goods pose a threat to both high-value and low-cost
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industry goods. Most low-cost imports are sourced from China and directly compete with low-value industry goods,
while European countries, including Italy and France, offer competitive high-end imports, typically touted for their
perceived high quality and performance. Overall, the value of industry-relevant imports is estimated to decrease an
annualized 3.8% to $3.0 billion over the five years to 2021, following a similar trend as exports.

PROFIT AND GROWTH

Since the industry produces goods in two completely separate product
lines, which are nondiscretionary items and premium products, the
average industry profit margin has been historically stable.

For instance, many industry players offer everyday essentials that are in demand even when prices increase or
consumer incomes decrease, such as shaving cream and shampoo. Additionally, many operators seeking to
increase market share have embraced premiumization, also known as the offering of more value-added goods, to
capture demand from cash-rich consumers. Through investment in research and development, industry operators
can introduce innovative new products to the market and spark consumer interest. To stay competitive under
pressure from low-priced imports, many major industry operators have poured money into research efforts and
marketing budgets, subsequently introducing new products that promise benefits, such as healthier hair and
younger-looking skin. These premium products generally carry prestigious brand names and higher price tags,
translating into higher revenue and greater profit for industry operators. This trend has been sustained by consistent
growth in per capita disposable income, which is expected to increase an annualized 1.0% over the five years to
2021.

Industry profit is also affected by fluctuations in the world price of crude oil. Petroleum derivatives form the basis of a
wide variety of industry products, from lipstick to shaving cream. Therefore, crude oil comprises a significant portion
of industry costs. The world price of crude oil has increased an annualized 0.9% over the five years to 2021,
including substantial declines of 15.7% in 2016 and 33.4% in 2020. This volatility, combined with the coronavirus
pandemic, has significantly eaten into profit. Industry profit, measured as earnings before interest and taxes, is
expected to reach 3.3% of revenue in 2021.

CHANGING LANDSCAPE

The industry's moderate barriers to entry have historically encouraged
strong competition within the industry.

In recent years, mounting market pressure from both high-end and low-price imported beauty products has only
served to exacerbate this competition. As low trade barriers have virtually flooded the domestic low-end market with
imported goods, domestic producers have largely embraced the production of high-quality and niche products.
Additionally, naturally made cosmetics have become increasingly popular with consumers, as research has
emerged linking certain chemical ingredients used in many cosmetic products to severe health conditions. As a
result, companies that have been able to alter their product mix and offer organically based items have fared better
than those that have been slow to adapt. The number of industry enterprises is estimated to fall an annualized 0.8%
to 234 companies over the five years to 2021, as strong import competition and ongoing consolidation activity have
forced several small-scale operators to exit the market. At the same time, growing demand for industry products has
encouraged the industry's largest companies to expand their workforces, causing total industry employment to
increase an annualized 2.5% to 10,274 employees 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 2,383 652 275 269 6,159 1,512 2,526 356 3,398 28,883
2013 2,492 631 252 247 6,291 1,582 2,725 357 3,635 29,369
2014 2,501 611 250 246 6,563 1,684 2,888 362 3,706 29,466
2015 3,068 852 246 242 7,423 1,902 3,411 432 4,578 30,804
2016 3,166 953 248 244 9,086 2,009 3,668 490 4,825 30,333
2017 3,082 753 254 250 9,695 1,993 3,701 519 4,789 30,713
2018 3,348 814 254 250 10,244 2,305 3,849 644 4,892 30,873
2019 3,293 988 265 261 10,416 2,268 3,865 650 4,891 31,217
2020 3,047 721 235 232 9,879 1,947 3,453 614 4,553 33,528
2021 3,168 848 238 234 10,274 1,821 3,029 638 4,377 31,957
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Industry Outlook
Outlook The Cosmetic and Beauty Product Manufacturing industry in Canada is

expected to accelerate its growth over the five years to 2026.

Per capita disposable income is projected to rise an annualized 0.6% over the next five years. This trend is expected
to encourage consumers to purchase more high-value personal care products and stimulate downstream demand
from retailers and wholesalers. Moreover, the industry is expected to continue to develop and expand newly
developed high-end product lines that generally command higher prices from consumers and carry higher profit. At
the same time, the gradual strengthening of the Canadian dollar will cause industry products to become increasingly
expensive for foreign consumers, limiting international demand for industry goods. Overall, industry revenue is
forecast to increase an annualized 2.1% to $3.5 billion over the five years to 2026.

INTERNATIONAL TRADE

The Canadian effective exchange rate (CEER) index, which measures the
strength of the Canadian dollar against the currencies of Canada's major
trading partners, is projected to grow an annualized 0.3% over the five
years to 2026, making imported products more affordable in the domestic
market.

As a result, IBISWorld expects the value of industry-relevant imports to grow at an annualized rate of 3.0% to $3.5
billion over the next five years. Typically, this would place downward pressure on exports. However, the COVID-19
(coronavirus) pandemic resulted in sharp declines in exports, resulting in a low starting point. Consequently, exports
are forecast to grow an annualized 2.5% to reach $2.1 billion over the next five years. As exports account for more
than half the industry's total revenue, limited export volumes will significantly constrain the industry's expansion over
the coming years, causing industry revenue to grow at a slower pace than it has over the five years to 2020.
Fortunately for industry operators, this threat will be largely offset by rising levels of disposable income in both
Canada and the United States, which will likely generate substantial demand for industry products regardless of the
value of the Canadian dollar.

PROFIT PRESSURES LEAD TO NEW PRODUCTS

Moving forward, while sustained growth in per capita disposable income
is expected to drive downstream demand for products from beauty and
cosmetics stores, industry profit will likely contract due to increases in
the world price of crude oil.

Petroleum is a key input in most personal care items, which account for a considerable share of industry revenue.
Therefore, industry participants are highly sensitive to changes in the commodity's price. The world price of crude oil
is expected to rebound from recent declines over the five years to 2026, rising an annualized 4.4%. Moreover, this
growth will likely be volatile and difficult for industry operators to anticipate, further constraining profit growth. At the
same time, the emergence of high-margin natural products will somewhat offset this effect and keep profit from
contracting substantially.
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In an effort to boost profit, industry participants will likely continue to seek new growth opportunities. As consumer
spending on discretionary industry products increases, consumer preferences and tastes will likely shift to reflect a
wider acceptance of currently underrepresented product lines. For example, a focus on sun protection may lead to
the development of new products that claim better or longer-lasting benefits. Another potential market focus for
manufacturers is the male consumer, a market that has grown over the five years to 2021. While men already
purchase necessities, they are increasingly using traditionally female-centred products such as face creams and
antiaging serums. In fact, major beauty retailer Sephora has a section in its stores and on its website specifically
dedicated to the male consumer. Moreover Canada-based industry operator Groupe Marcelle Cosmetics launched
CW Beggs and Sons, a men's skin care line, in 2015.

EXPANDING PARTICIPATION

In turn, the widespread acceptance of male beauty products will likely
carve a new path for industry product development, causing slight growth
in the number of industry operators.

IBISWorld projects that the number of enterprises will increase an annualized 0.5% to total 240 companies over the
five years to 2026. Similarly, the number of industry employees is forecast to increase an annualized 2.2% to 11,428
workers over the next five years. Many of these employees will likely work on the production of face masks, eye
treatments, facial cleansers, eyebrow makeup, bronzers, highlighters and contouring palettes, which are some of the
industry's fastest-growing product segments.

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 3,168 848 238 234 10,274 1,821 3,029 638 4,377 31,957
2022 3,281 870 240 236 10,656 1,890 3,172 662 4,562 32,422
2023 3,346 892 242 237 10,917 1,967 3,207 677 4,586 32,586
2024 3,406 909 243 239 11,105 2,000 3,322 689 4,727 32,684
2025 3,462 921 244 239 11,267 2,031 3,420 699 4,851 32,767
2026 3,523 933 245 240 11,428 2,060 3,516 710 4,979 32,874
2027 3,583 947 245 240 11,577 2,091 3,619 720 5,111 32,982
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

There is ongoing consolidation activity among the industry’s largest players

The number of industry participants has stagnated in recent years

There is wholehearted acceptance of industry products by downstream markets

The Cosmetic and Beauty 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 broader economy, is estimated to fall an
annualized 0.2% over the 10 years to 2026. Comparatively, Canadian GDP is forecast to increase an annualized
1.9% during the same period. While the contrast between these two growth rates typically indicates that an industry
is in decline, this industry's maturity is reinforced by ongoing consolidation among the industry's largest players, as
well as the wholehearted acceptance of industry products by downstream markets. For instance, total industry
participation has essentially stagnated in recent years, as mounting competition has encouraged the industry's
largest companies to acquire smaller competitors to expand their market reach and enter new geographic markets.
Overall, the number of industry enterprises is projected to decrease an annualized 0.2% over the 10 years to 2026.
Typically, consolidation in an industry is indicative of maturity. Additionally, many products manufactured by the
industry use oil or petroleum products as an input, which can affect IVA.

Moreover, market acceptance for the industry's products is widespread. Consumers can purchase personal care
products, ranging from shampoo and sunscreen to lipstick and antiaging serums, from a variety of retailers,
including drug stores, department stores and online retailers. High-end luxury and prestige product lines are also
widely accepted through established retail channels. New product lines, such as organic and all-natural products,
may offer some niche opportunities for industry operators, but these product changes have been largely superficial
and have primarily been focused on reformulating already-accepted industry products. Therefore, product
segmentation has not changed drastically in recent years. The growing popularity of men's cosmetics and beauty
products may represent a potential new industry market. However, this market still makes up a small segment of
total industry revenue and is not expected to significantly change industry operations or market conditions over the
10 years to 2026.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Pharmaceuticals & Pharmacy Supplies Wholesaling in
Canada

Pharmacies & Drug Stores in Canada

Beauty, Cosmetics & Fragrance Stores in Canada

2nd Tier

Health Stores in Canada

Department Stores in Canada

Hair & Nail Salons in Canada

Consumers in Canada

Key Selling Industries
1st Tier

Inorganic Chemical Manufacturing in Canada

Petrochemical Manufacturing in Canada

Chemical Product Manufacturing in Canada

Petroleum Refining in Canada

Chemical Wholesaling in Canada

Industrial Supplies Wholesaling in Canada

Organic Chemical Manufacturing 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

  The Cosmetic and Beauty Product Manufacturing industry in Canada
supplies a wide range of toiletries, including essential items such as
shampoo and discretionary products such as nail polish.

The relative size and performance of each segment is outlined below.

SKIN CARE PRODUCTS

Included in the skin care category are facial creams, lotions, cleansers
and functional products (i.e. those that serve a specific purpose, such as
antiaging) for men, women and children.

Some skin care items, such as lotion, are necessities, while others are discretionary. The focus on antiaging and
natural items over the five years to 2021 has bolstered this segment's share of industry revenue. Product
innovations have placed reformulated products back in the spotlight and on store shelves. Additionally, advancing
technologies have permitted for more effective antiaging products and a wider range of naturally derived skin care
items. Consumer concerns regarding appearance, coupled with advancing technology, have underpinned this
segment's ascent. Overall, IBISWorld estimates that skin care products will account for 43.5% of industry revenue in
2021.
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HAIR CARE PRODUCTS

Items in the hair care products segment include shampoo, conditioner,
hair styling products, permanent curling and straightening serums and
hair dye.

Hair care is a mature segment of the industry, as it includes necessary products such as shampoo, and is saturated
with product varieties targeted at niche markets. For example, there are products specifically aimed toward fine hair,
colour-treated hair and other specific hair types. Moreover, similar to all industry segments, the hair care segment
includes products designed for both professional and everyday consumer use. Despite its maturity and stronghold in
the industry, hair care has lost some ground to the industry's skin care and cosmetics segments over the past five
years. Since penetration rates are high, little product innovation has taken place in recent years. Consequently, this
segment has declined as a share of industry revenue over the five years to 2021, accounting for an estimated 14.5%
of revenue in 2021.

COSMETICS

The cosmetics segment generates an estimated 29.7% of industry revenue
in 2021.

The array of products in this segment is extensive and includes lipstick, eyeshadow, nail polish, mascara, blush,
eyeliner and several other product types. Many makeup products, at both the low and high ends of the price
spectrum, are fortified with multifunctional components; foundations and powders are often infused with antiaging
capabilities, while lip and face products sometimes contain a sun protection factor. Additionally, the recent push for
organic and environmentally friendly cosmetics has shed new light on a previously stagnant product line. IBISWorld
estimates that the cosmetics segment has increased as a share of industry revenue over the five years to 2021.

PERFUMES AND COLOGNES

Perfumes and colognes are estimated to represent an additional 10.2% of
total revenue in 2021.

Fragrance-related revenue is relatively low, as the shelf life for perfume is longer than many other cosmetic products
and many consumers will use only one fragrance for a long period of time. However, the popularity of celebrity-
endorsed fragrances has worked to stimulate segment sales over the past five years, albeit slightly. Furthermore, as
is the case with other product segments in this industry, natural and organic trends are underpinning product
change. Overall, perfumes and colognes constitute one of the slowest growing segments within the industry, and
this segment is expected to remain relatively stagnant as a share of industry revenue over the five years to 2026.

ALL OTHER PRODUCTS

All other industry products account for the remaining 2.1% of industry
revenue in 2021.

This segment includes deodorants and antiperspirants; oral hygiene products, such as floss and mouthwash;
depilatories and other shaving products; sunscreen; nonmedicated feminine cleansing products; nonmedicated
powders, including talcum, face and foot powders; and bath salts and bubble bath preparations. Sun care items
have experienced particularly strong growth over the past five years as research surrounding the link between sun
exposure and skin cancer has increased downstream demand for sun protection, pushing up this category's share of
revenue.

Demand
Determinants

A wide range of variables determine demand for the Cosmetic and Beauty
Product Manufacturing industry in Canada.

Price and disposable income are two factors that affect consumers' ability and willingness to purchase nonessential
beauty products. Since most industry products are considered discretionary, when the price of cosmetics increases,
shoppers are less likely to purchase them. This reduces downstream demand from wholesalers. Similarly, when
disposable incomes drop, demand decreases.

Fluctuations in the exchange rate also determine industry demand. When the Canadian dollar appreciates, exports
become more expensive to international buyers. As a result, demand from foreign markets weakens. Conversely,
when the dollar depreciates, exports become more attractive internationally, increasing industry demand. Since
more than half of industry revenue is generated from exports, the industry is extremely sensitive to fluctuations in the
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exchange rate.

Fashion trends and consumer tastes also dictate demand for this industry's products. Since cosmetic trends are
often closely tied to runway fashion trends, seasonality in colours and formulas exists. The strength of celebrity also
affects demand, particularly within the fragrance segment, where products developed in conjunction with pop stars,
models, actors and fashion labels is a continuing trend.

Industry players are spending ever-increasing sums on developing and marketing new products. Since sales do not
heavily depend on higher volumes, marketing is aimed at convincing consumers to trade up by promising better
quality, multifunctionality and convenience. Physiological and environmental attitudes also determine demand for
industry products. Research has linked certain cosmetics ingredients to long-term effects such as cancer, which has
caused many consumers to shy away from traditional makeup. Instead, products featuring natural and organic
components are increasingly gaining favour on the market. Similarly, consumers concerned with the environmental
detriments of personal care item production and disposal opt for “green” items. These can range from location of
production to company hiring practices to plant species used in the product.

Demand for industry products is forecast to fall amid the COVID-19 (coronavirus) pandemic. Supply chains were
damaged early on as the virus spread, shutting down manufacturing and transport services in different parts of the
world. Additionally, efforts to mitigate the spread of coronavirus slowed the movement of goods internationally,
reducing the supply, which cut into revenue. Canadians are also largely staying home and only venturing out for
essential reasons to prevent the spread of coronavirus. This trend, combined with rising economic uncertainty, also
reduces demand for industry products, which are largely discretionary purchases.

Major Markets

  EXPORTS TO THE UNITED STATES

Sales to the United States comprise the bulk of revenue for the Cosmetic
and Beauty Product Manufacturing industry in Canada.

Under the US-Mexico-Canada Agreement, trade among the three North American nations is unrestricted and largely
devoid of import tariffs. Therefore, consumers in the United States represent a particularly attractive market for
industry operators. IBISWorld estimates that this market segment accounts for 45.8% of industry revenue in 2021.
This market segment has grown as a share of the industry's total revenue over the five years to 2021 due to the
persistent weakness of the Canadian dollar relative to the US dollar, which has caused goods manufactured in
Canada to become increasingly affordable for consumers south of the border. This trend is expected to moderate in
coming years as the Canadian dollar begins to appreciate.

EXPORTS TO ALL OTHER COUNTRIES

Other key export destinations for this industry include Germany, China
and United Kingdom.

IBISWorld estimates that exports to all countries other than the United States will account for 11.7% of the industry's
total revenue in 2021. Despite a weak Canadian dollar, this category has fallen as a share of revenue over the past
five years due to the COVID-19 (coronavirus) pandemic, which has damaged supply chains, slowing international
trade.

DOMESTIC BUYERS
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IBISWorld estimates that domestic buyers account for 42.5% of industry
revenue in 2021.

This includes sales to domestic wholesalers, domestic retailers and consumers. Overall, domestic buyers have
increased slightly as a share of industry revenue over the past five years as Canadian-made products have gained
more visibility in the domestic market. IBISWorld expects this trend to continue over the five years to 2026,
bolstering the domestic market's expansion as a share of industry revenue.

International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Decreasing

International trade is a critical aspect of the Cosmetic and Beauty Product Manufacturing industry in Canada. The
Canadian effective exchange rate (CEER) index is the single most influential factor determining the level and growth
of imports and exports. When the CEER index appreciates, Canadian-made goods (i.e. exports) become more
expensive on the international market and imported cosmetics and beauty products become less expensive
domestically. This, in turn, increases imports and decreases exports.

Imports

The total value of industry imports is expected to shrink an annualized 3.8% to reach $3.0 billion over the five years
to 2021. This decline stems from the COVID-19 (coronavirus) pandemic, which has damaged supply chains and
increased economic uncertainty, which has also reduced the consumer market for industry products. More than
60.0% of industry imports, by value, come from the United States. Under the US-Mexico-Canada Agreement, trade
between the three North American nations is relatively unrestricted, meaning that there are few significant tariffs
placed on imports coming from the United States or Mexico.

Canada also has a close trade relationship with France. In addition to having linguistic and cultural ties to the nation,
Canada also purchases more than one-tenth of its annual industry imports from France, largely because the country
is known for its high-end luxury cosmetics and personal care lines. Italy and China account for an additional 5.2%
and 3.7% of all industry-relevant imports, respectively, in 2021. Similar to France, Italy is known for its supply of
high-end cosmetics, while China has expanded its presence in the domestic market in recent years by offering
products at lower price points than domestic operators.

Exports

Bolstered by a relatively weak Canadian dollar, industry exports are expected to decline an annualized 2.0% to $1.8
billion over the five years to 2021. The falling value of the Canadian dollar has supported export growth through
much of the period, as Canadian products have become relatively affordable for overseas markets. However,
similarly to exports, the coronavirus pandemic has cut into export values in 2020 and 2021. An estimated 79.7% of
Canada's exported cosmetics and beauty products, by value, are sold to the United States, making the country a
critical market for industry operators. In fact, the second-most popular destination for industry-relevant exports is the
United Kingdom, which is estimated to account for just 3.3% of all industry exports in 2021.



Cosmetic & Beauty Product Manufacturing in Canada January 2021

21 IBISWorld.com

Business
Locations

  Operators in the Cosmetic and Beauty Product Manufacturing industry in Canada are largely concentrated in Ontario, Quebec and
British Columbia. Ontario contains more industry establishments than any other province, accounting for an estimated 37.0% of
establishments in 2021. In addition to being the most populated province in Canada, with 38.8% of the total population, Ontario is
also home to the nation's largest city, Toronto, as well as its capital, Ottawa. The province also borders several major markets in
the United States, which limits transportation costs for operators transporting manufacturing inputs and finished products across
the international border.

Quebec contains the second-largest concentration of industry establishments, accounting for 36.2% of all cosmetic and beauty
product manufacturing facilities in Canada. Quebec is the second-most populous province in Canada, containing an estimated
22.5% of the total population, which makes the region an attractive location for operators that wish to be located near downstream
markets. Furthermore, Quebec has access to the Atlantic Ocean and the Great Lakes, giving it easy access to international
markets.

British Columbia defines the west coast of Canada. This makes the province an easy import and export hub to the United States
and Asia, which are key international trading partners for this industry. The region also contains Port Metro Vancouver and the
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Pacific Highway/Douglas cross-border connection, further facilitating international trade activity. Overall, British Columbia is
estimated to account for 18.9% of all industry establishments in 2021 and 13.5% of the total Canadian population.

All other provinces and territories collectively account for the remaining 4.0% of industry establishments and 25.2% of the
Canadian population. Alberta's share of the industry is particularly small compared with its population. The region is an attractive
place for people to reside due to its relatively moderate climate and proximity to other provinces and the United States. However,
the region is landlocked, limiting industry operators' access to international buyers and sellers. Therefore, Alberta contains just
3.9% of the industry's establishments in 2021, while accounting for 11.7% of the nation's population.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Cosmetic and Beauty Product Manufacturing industry in Canada exhibits a high level of market share
concentration, with the industry's three largest companies generating 47.9% of total industry revenue in 2021. While
most of the companies operating in this industry employ few workers and generate a small percentage of total
revenue, major players Estee Lauder Companies Inc. (Estee Lauder) and L'Oreal SA (L'Oreal) generate 26.5% and
18.0% of total industry revenue, respectively. Though both of these companies are foreign owned, with Estee
Lauder's headquarters in the United States and L'Oreal's in France, both companies have operating facilities in
Canada that produce industry-relevant products. Most other industry operators have difficulty competing with these
global juggernauts, which benefit from substantial economies of scale and lucrative supply and distribution
contracts. Therefore, the average industry operator caters mostly to niche or local markets. The emergence of these
niche operators has resulted in decreased market share concentration over the five years to 2021.

Key Success
Factors

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

Having contacts within key markets:
Having contacts within key downstream industries is important in increasing sales of mass market cosmetics and
toiletries.

Access to niche markets:
If not a major player, niche positioning is important for success in this industry.

Having marketing expertise:
In this highly competitive industry, marketing and brand awareness are very important to gaining market share.

Production of goods currently favoured by the market:
Manufacturers must be aware of and be able to adapt to fashion trends to remain competitive, though some of the
larger manufacturers may set trends rather than follow them.

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

Economies of scope:
Operators that can offer a wide selection of products, both discretionary and necessary, are more likely to reach a
wider range of end users.
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Cost Structure
Benchmarks

  Profit

Industry profit, which is measured as earnings before interest and
taxes, is expected to account for 3.3% of total revenue in 2021, down
from 11.7% in 2016. Compared with other industries in the
manufacturing sector, this industry historically had relatively large profit,
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.
However, the collapse of commodity prices early in the period ate into
profit, which began to recover and reach 7.2% in 2019. This was short-
lived, as the COVID-19 (coronavirus) pandemic has resulted in smaller
profit.

 

  Wages

Wages represent another significant cost for the typical industry
operator. Human capital is important in cosmetics production.
Employees must perform inspections and quality control to ensure that
all products meet domestic health and safety standards outlined by
Health Canada. Furthermore, industry-employed scientists develop and
enhance formulas to achieve certain identifiable results, which can be a
costly and time-consuming process. Consequently, despite the ongoing
automation of many industry functions, wages are expected to increase
as a share of total revenue over the five years to 2021, accounting for
an estimated 20.1% in 2021.
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  Purchases

Purchases are the largest expense category for this industry,
accounting for an estimated 43.3% of industry revenue in 2021.
Manufacturers purchase inputs such as oils, dyes, chemicals and
alcohol to use in the production of beauty products. Moreover,
packaging materials, such as cardboard and plastic, are also counted in
this segment. A significant portion of product sales, especially at higher
price and quality points, is reliant upon attractive packaging and
presentation. Purchasing costs have increased as a share of total
industry revenue since 2016, despite a significant overall drop in the
price of crude oil. In the form of petroleum, crude oil forms the base for
several key ingredients in industry products, causing industry purchase
costs to decline significantly when the market prices of oil-based
products fall.

 

  Marketing

Marketing and advertising costs account for an estimated 5.0% of
industry revenue in 2021. Larger corporations, such as the Estee
Lauder Companies Inc. and L'Oreal SA, dedicate more of their revenue
to marketing efforts, while smaller companies depend more on word-of-
mouth recommendations.

 

  Depreciation

Depreciation of the industry's capital assets is expected to account for
3.3% of industry revenue in 2021, and these costs have expanded in
recent years as operators have invested more heavily in automated
machinery and other depreciable assets.
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  Rent

Expenses on rent account for an additional 4.5% of industry revenue in
2021. Most of these costs are fixed.

 

  Utilities

Utilities are expected to account for 0.8% of industry revenue in 2021.

 

  Other Costs

The industry incurs a variety of other costs, including outsourced
research and development expenses, insurance premiums,
warehousing and transportation costs and various administrative fees.
Collectively, these miscellaneous costs are estimated to account for the
remaining 19.7% of industry revenue in 2021. Research and
development has played an increasingly important role for operators in
recent years as internal competition has increased and product
development has become more important for companies hoping to
remain competitive. As a result, research-related costs have grown as a
share of industry revenue.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  Operators in the Cosmetic and Beauty Product Manufacturing industry in
Canada compete internally against other cosmetic manufacturers within
the industry.

Companies also experience external competition, primarily through imports.

INTERNAL COMPETITION

Price-based competition is particularly important in essential items such
as shampoos and low-priced cosmetics.

Since products within these categories are highly homogenous, their price can lead downstream buyers to choose
one brand over another. In high quality niche products, price is less of a competitive factor because consumers
purchase the product based on its promised performance.

Quality is another important basis of competition for industry participants. Items that promise high quality carry a
price premium, which boosts company revenue and profit. Premium packaging can be an indicator of product
quality, so over the past five years, mid-tier product manufacturers have invested money in appearance to attract
consumers on the basis of perceived high quality.

Research and development of new products is growing in importance as a basis of competition. In a saturated
industry, companies seek new opportunities in untapped markets. New opportunities can include developing a new
product altogether, improving a pre-existing product or satisfying unmet needs for existing consumers, such as
offering all-natural cosmetics.

Along these lines, the ingredients in products increasingly sway consumers. The focus on naturally or organically
made personal care items has intensified over the five years to 2021. Most notably in cosmetics, products containing
parabens, which have been tied to cancer, are being eschewed in favour of natural products. Therefore, a
company's ability to respond to ingredient trends is important to its survival.

EXTERNAL COMPETITION

Industry participants experience external competition primarily from
imports.

Import competition depends on the relative price of imports, the type of products available and the perceived quality
of these products. The exchange rate can determine the price of imports. When the Canadian dollar appreciates,
imports become more attractive domestically. For a complete discussion on the exchange rate and trade, please
refer to the International Trade section of this report.

Both the quality and functionality of imports play a very important role in making foreign-made cosmetics more
competitive domestically. A product that carries a promise that is not found in domestically produced cosmetics is
often deemed more appealing. Products from Italy and France often compete with domestic products on this
premise.

The COVID-19 (coronavirus) pandemic is expected to temporarily increase the level of competition. Many of the
products manufactured by the industry are discretionary and amid the rising economic uncertainty and shelter-in-
place requirements, many consumers are opting to delay purchases of industry products. As a result, industry
players must compete more fiercely for the remaining market.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing
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  Barriers to entry into the Cosmetic and Beauty Product
Manufacturing industry in Canada are moderate and
increasing. Large manufacturers, which benefit from
economies of scale and scope, can pose a barrier for
potential entrants. Large operators have cost-minimizing
measures, promotional resources and recognizable brand
names in place. These factors ensure an advantage in
competing for the shelf space necessary to market
products in the downstream market.

These large companies can also more easily afford the
sort of product development necessary for survival in this
increasingly complex industry. When consumer spending
is low, major companies, such as the Estee Lauder
Companies Inc., can leverage income from other
business segments to invest money into industry
marketing and product development, cushioning them
from drops in discretionary income. Smaller companies
seeking to enter the industry will need to find niche
markets wherein they will not have to compete with major
products and can avoid significant investments in
marketing and product development.

The mature and saturated nature of some product
segments such as hair care tends to act as a further
barrier, limiting the scope for new entrants with new
products. However, niche and developing markets, such
as organics, can offer an opportunity for aspiring toiletries
manufacturers. Capital investments can also act as a
barrier for new entrants. Cosmetic and beauty product
manufacturing requires input materials and manufacturing
tools, which can add up to a large cost. Competing for
talent to develop new products can also pose a hurdle for
new entrants, as high-skilled researchers and scientists
are required for success in this industry.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

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

  Globalization within the Cosmetic and Beauty Product Manufacturing industry in Canada is high. Many of the industry's
major players are headquartered outside of Canada. The Estee Lauder Companies Inc. and the Procter & Gamble
Company are both based in the United States, while L'Oreal SA, which L'Oreal Canada Inc. is part of, is headquartered in
France. These larger companies have well-recognized brand names and widespread economies of scale and scope that
help them gain a strong presence in the market. Moreover, international trade accounts for the majority of industry
revenue and domestic demand. IBISWorld expects international trade activity to continue affecting industry operations
over the five years to 2026, with imports' share of domestic demand projected to increase.

Additionally, this high level of globalization leaves the industry highly exposed to sharp revenue declines due to the
COVID-19 (coronavirus) pandemic. While trade has continued, there are additional logistical hurdles amid the pandemic
as companies hope to mitigate the spread of the virus. This has broken supply chains, resulting in fewer revenue
opportunities.
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Major Companies

Major Players The Estee Lauder Companies Inc.

Market Share: 26.5%

  Headquartered in New York City and founded in 1946, the Estee Lauder Companies Inc. (Estee Lauder) develops,
manufactures and distributes hair care, skin care, cosmetic and fragrance products to more than 150 countries and
territories worldwide. In addition to Estee Lauder's well-known eponymous brand, the company also produces
recognizable industry brands, such as Clinique, Aveda and Origins. The company's product lines largely have
upscale reputations, and Estee Lauder sells its products through limited distribution channels to maintain its luxury
appeal. Macy's, a department store based in the United States, is the single largest retailer of Estee Lauder
products. The company also sells products through fragrance boutiques, duty-free stores and Estee Lauder retail
locations. In Canada, Estee Lauder products are sold at counters at Sephora and Hudson's Bay, among other
retailers. In fiscal 2020 (year-end June), the company employed 48,000 people and reported $19.0 billion in global
revenue (latest data available).

In addition to plants in the United States, the United Kingdom, Belgium and Switzerland, Estee Lauder operates two
manufacturing facilities in Ontario, which are located in Agincourt and Markham, as well as one research and
development (R&D) centre in Markham and one distribution facility in Toronto. In recent years, Estee Lauder has
invested heavily in acquisitions, marketing and R&D to increase sales volumes and boost new product sales. More
recently, Estee Lauder acquired By Kilian, a Paris-based prestige fragrance brand, as well as BECCA Cosmetics, a
high-growth cosmetics brand.

Financial performance

Estee Launder specializes in price-premium products, and as a result, demand for such products is highly
discretionary. Consequently, the company has suffered from economic volatility amid the COVID-19 (coronavirus)
pandemic; thus, the company's industry-relevant revenue is estimated to decrease an annualized 4.0% to $839.8
million over the five years to fiscal 2021, including a decline of 20.0% in fiscal 2020. Profit is also relatively high for
this industry behemoth, as the company is able to use economies of scale to keep profit high; however, economic
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volatility that cut into industry-relevant revenue has also had a similar effect on operating profit. IBISWorld estimates
that the company's operating profit, measured as earnings before interest and taxes, is estimated to decrease an
annualized 3.3% to $124.8 million over the five years to fiscal 2021.

 
The Estee Lauder Companies Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 1,030.6 N/C 147.5 N/C
2017-18 1,112.2 7.9 167.0 13.2
2018-19 1,029.4 -7.4 160.2 -4.1
2019-20 823.4 -20.0 34.9 -78.2
2020-21 869.2 5.6 106.8 206.0
2021-22 839.8 -3.4 124.8 16.9

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

L'Oreal Canada Inc.

Market Share: 18.0%

  Established in France in 1909, L'Oreal SA (L'Oreal) is known for its mass market cosmetics and hair colour products
sold under the L'Oreal brand. With its headquarters in Paris, the company operates 40 manufacturing facilities and
employs an estimated 88,000 people, with 1,200 workers located in Canada. According to the company's latest
financial report, North America accounted for 25.3% of the company's global cosmetic sales in 2019 (latest data
available). Overall, L'Oreal recorded $44.4 billion in global revenue in 2019.

Since the company developed the world's first safe commercial hair dye product in 1909, L'Oreal has developed a
reputation as a global leader in beauty product research. The company also invests significantly in research to
maintain this reputation, spending 3.3% on research and development (R&D) in 2019, registering 497 patents (latest
data available). In addition to R&D for its physical beauty products, L'Oreal also invests in ancillary products. In May
2014, L'Oreal announced the launch of Makeup Genius, an app that enables its users to virtually try L'Oreal makeup
products on their own face using their smartphone camera.

Financial performance

L'Oreal has grown significantly, both company-wide and in its Canadian segment, in recent years. The company's
industry-relevant revenue has increased an annualized 5.8% to $571.3 million over the five years to 2021. Some of
this growth can be attributed to the steady depreciation of the Canadian dollar and the relative strength of the euro,
which is the currency used by L'Oreal to convey its financial performance. However, this is also due to strong
performance in 2019 and an expected recovery from the COVID-19 (coronavirus) pandemic in 2021. As a result, the
company's substantial revenue growth has also driven an overall increase in profit, with L'Oreal's industry-relevant
operating profit, measured as earnings before interest and taxes, estimated to increase an annualized 2.0% to $83.6
million over the five years to 2021.

 
L'Oreal Canada Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 431.4 N/C 75.8 N/C
2017 482.3 11.8 86.7 14.4
2018 516.7 7.1 94.4 8.9
2019 559.7 8.3 103.9 10.1
2020 526.3 -6.0 4.1 -96.1
2021 571.3 8.6 83.6 1,939.0

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from EUR to CAD)
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Other Companies Groupe Marcelle Inc.

  Market Share: 3.4%
  Groupe Marcelle Inc. (Groupe Marcelle) is a manufacturer, distributor and retailer of skin care and makeup products.

The company was established in 1949 and is currently based in Montreal, employing 400 workers. Groupe Marcelle
operates under four brand names, which include Marcelle, Annabelle, CW Beggs and Sons and Lise Watier. The
Marcelle brand targets a more mature consumer, typically aged 25 and older. Its products include Hydra-C and
New-Age, which are aimed at delaying or reversing the signs of aging. Annabelle targets teens and young adults,
marketing its products as trendy, edgy and glamorous. CW Beggs and Sons, a men's skin care line, was launched in
2015, and its products are sold online and via Birchbox channels. Prestige cosmetics brand Lise Watier is the most
recent addition to Groupe Marcelle and was acquired for an undisclosed amount in February 2016. Since Groupe
Marcelle is private, no financial information is available. However, IBISWorld estimates that the company's Canadian
manufacturing operations will generate $106.7 million in industry-relevant revenue in 2021.

The Procter & Gamble Company

  The Procter & Gamble Company (P&G) employs an estimated 99,000 people. P&G was first incorporated in
Cincinnati in 1905. It primarily sells to mass merchandisers, drug stores and grocery stores, with Walmart Inc. and
its affiliates frequently accounting for nearly 15.0% of P&G's net sales. P&G divides its operations into five major
reportable segments, of which, most of the beauty segment is considered industry relevant. Beauty sales accounted
for 19.0% of total company revenue in fiscal 2020 (year-end June). P&G is the global leader in perfumes due to the
success of its highly lucrative Dolce & Gabbana, Gucci and Hugo Boss fragrances. Furthermore, the company owns
Olay, the top facial skin care brand in the world, as well as Pantene, Herbal Essences and Head & Shoulders, which
are all leading brands in the hair care and colour market. In July 2015, P&G signed a $16.5 billion agreement to sell
its perfume, hair care and makeup business to Coty Inc., a leading global beauty company headquartered in New
York City. The merger includes 43 of P&G's beauty brands, such as COVERGIRL, Hugo Boss and Gucci. The
transaction was completed in October 2016, which has effectively eliminated P&G's activity in the Cosmetic and
Beauty Product Manufacturing industry in Canada.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Cosmetic and Beauty Product Manufacturing industry
in Canada is characterized by a moderate level of capital
intensity, with the typical industry operator spending an
estimated $0.16 on capital investments for every $1.00
spent on labour in 2021. While many manufacturing
processes within the industry are automated, the industry
still relies on specialized employees to conduct research
and development for product innovation. Moreover, the
industry is somewhat fragmented, and many small-scale
companies cater to niche markets of local clientele with
small manufacturing processes, which primarily rely on
human capital to generate sales. Moving forward, the
industry is expected to become increasingly capital
intensive as operators continue to invest in automated
machinery to reduce labour costs and increase operating
efficiency.
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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 Canadian Cosmetic and Beauty Product Manufacturing industry has
experienced a very minimal disruption from technology because operators
provide an essential product that is not easily replaced.

It is anticipated that there will always be a demand for cosmetic and beauty products due to their function in everyday life.
While there are trends to change the chemical makeup of beauty products and a demand for cruelty-free testing processes,
both of which require research and development, neither vastly change the makeup of the industry.

The level of technology change is    Medium

  The Cosmetic and Beauty Product Manufacturing industry in Canada
experiences a moderate level of technological change.

In general, cosmetic and beauty product manufacturers mix and blend readily available ingredients, including emollients,
surfactants, fats and oils, fragrances, cleansing agents and mineral oils and waxes. As the industry has grown more
competitive, product innovation and reformulation have become more important to companies seeking to expand their
market share. As a result, research and development (R&D) is an increasingly important investment for operators. For
example, there is ongoing research regarding the use of intelligent nanoparticles in antiaging cosmetics; the particles are



Cosmetic & Beauty Product Manufacturing in Canada January 2021

35 IBISWorld.com

released once the beta-galactosidase enzyme, an aging enzyme, is detected. However, while product innovation is
expected to continue over the five years to 2026, no fundamental changes are expected in the actual technology used.

The average industry establishment employs 13 people and most of these small companies do not generate enough annual
revenue to support serious investment in major batch manufacturing technology. Instead, to stand out in this competitive
industry, many small companies focus on more manual production techniques, including the creation of hand-blended and
custom-blended cosmetics. Companies creating these types of cosmetics will likely need acute understanding of chemicals
and highly specialized labour skills, as opposed to heavily funded R&D efforts or investments in large-scale heavy
manufacturing technology.

Growing environmental concerns have caused changes in the production process and in the packaging of industry products
in recent years. Products and their packaging are increasingly designed to minimize waste and environmental alterations.
Recycled paper is now used to box many cosmetics, while shampoos and lotions come in postconsumer plastic containers.
New packaging in the form of thermoplastic resin recently emerged as an alternative to plastic packaging; the resin is made
up of bio-based and fossil-based products. IBISWorld expects that the trend of eco-friendly packaging will become even
more pronounced over the five years to 2026.

Revenue
Volatility

The level of volatility is    Medium

  There is a moderate to high level of revenue volatility in the Canadian
Cosmetic and Beauty Product Manufacturing industry.

Fluctuations generally depend on movements in the Canadian effective exchange rate (CEER) index and domestic per
capita disposable income. Since imports represent 69.2% of domestic demand and exports represent 57.5% of industry
revenue in 2021, the industry is extremely susceptible to changes in the CEER index, which measures the strength of the
Canadian dollar relative to the currencies of major trading partners. As the CEER index increases, exports decline because
Canadian-manufactured products become more expensive in overseas markets. Imports also typically increase when the
CEER is high because products manufactured overseas become more affordable to Canadians. A declining CEER index
over the five years to 2021 has benefited industry revenue.

The level of personal disposable income also determines industry revenue. When consumers have high discretionary
incomes, they are more likely to buy cosmetic products and opt for more luxurious goods that come with a higher price tag.
Therefore, high disposable income typically leads to increased revenue. Over the past five years, per capita disposable
income has steadily increased, subduing industry volatility. Moreover, the industry manufactures low- and high-priced
discretionary and nondiscretionary products for professional and home customers. This wide market diversity largely
buffers revenue growth from sharp fluctuations in disposable income for any single population segment.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Food and Drugs Act (FDA) provides regulations and provisions for the
Cosmetic and Beauty Product Manufacturing industry in Canada.
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Under the Act, cosmetic products that are intended for cleansing, improving or altering the complexion, skin, hair or teeth
are scrutinized for their application method, their composition and the claims they make. Any product that claims it has a
therapeutic effect is classified as a drug and must display a drug identification number and is subject to management by
Health Canada's Therapeutic Products Directorate. Cosmetics that have a therapeutic function and have a natural origin
are classified as Natural Health Products and must bear the appropriate identification number. The Natural Health Products
Directorate regulates such products. Both directorates are under the compliance of the Health Products and Food Branch
Inspectorate.

Cosmetics safety is a primary concern for the FDA and cosmetic regulations, which is a component of the overarching FDA.
Cosmetic products that may cause injury to the user may not be sold in Canada. Likewise, any product that may contain a
foreign substance or that may have been prepared in an unsanitary environment cannot be distributed for use. Finally,
Health Canada must be made aware of all cosmetic products being sold domestically. All cosmetics sold in Canada must
be properly labelled, as outlined in the FDA, cosmetic regulations and the Consumer Packaging and Labelling Act.

While the Canadian government and its associated bodies do not officially recognize organic cosmetics, private company
Certech Registration Inc. (Certech) has outlined standards for products to be deemed organic. The company's Natural and
Organic Certification program was enacted in 2008 in response to consumer demand for natural and organic cosmetics.
Companies wishing to list their products as organic or natural can bear a seal from Certech. Regulations under the
Canadian Environmental Protection Act list have approved substances that can be used in cosmetics. These ingredients
must not be harmful to the environment when they are disposed or emitted into the surrounding air, water and soil.

Industry
Assistance

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

The level of assistance for the Canadian Cosmetic and Beauty Product
Manufacturing industry is low.

Tariffs on imports are low. Imports coming from the United States incurred no tariffs or duties under the former North
American Free Trade Agreement. Imports coming from other countries can incur a tariff of up to 8.0% of the value of the
imports. However, most imports come from the United States, which limits the protection domestic manufacturers receive
via tariffs. Cosmetics and beauty products receive a 5.0% goods and service tax and a harmonized tax is incurred only
when an agreement exists.

The Cosmetics Alliance Canada (CAC), formerly the Canadian Cosmetic, Toiletry and Fragrance Association, serves as the
voice for Canadian cosmetics manufacturers, distributors and retailers that are members of the association. The CAC acts
as a liaison between members and government and elected representatives to create and implement regulations. The CAC
represents the interests of members and ensures effective communication between members and government officials.
The association also keeps members informed and engages in regulatory support and media relations on their behalf.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of the
COVID-19 (coronavirus) pandemic, including the deferment of income taxes owed between March 18, 2020 and August 31,
2020. The Canada Emergency Wage Subsidy also will support up to 75.0% of an employee's wages, up to $847.00 weekly,
for employers that experienced a decrease in gross revenues of at least 15.0% in March and 30.0% in both April and May.
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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 2,383 652 275 269 6,159 1,512 2,526 356 3,398 28,883
2013 2,492 631 252 247 6,291 1,582 2,725 357 3,635 29,369
2014 2,501 611 250 246 6,563 1,684 2,888 362 3,706 29,466
2015 3,068 852 246 242 7,423 1,902 3,411 432 4,578 30,804
2016 3,166 953 248 244 9,086 2,009 3,668 490 4,825 30,333
2017 3,082 753 254 250 9,695 1,993 3,701 519 4,789 30,713
2018 3,348 814 254 250 10,244 2,305 3,849 644 4,892 30,873
2019 3,293 988 265 261 10,416 2,268 3,865 650 4,891 31,217
2020 3,047 721 235 232 9,879 1,947 3,453 614 4,553 33,528
2021 3,168 848 238 234 10,274 1,821 3,029 638 4,377 31,957
2022 3,281 870 240 236 10,656 1,890 3,172 662 4,562 32,422
2023 3,346 892 242 237 10,917 1,967 3,207 677 4,586 32,586
2024 3,406 909 243 239 11,105 2,000 3,322 689 4,727 32,684
2025 3,462 921 244 239 11,267 2,031 3,420 699 4,851 32,767
2026 3,523 933 245 240 11,428 2,060 3,516 710 4,979 32,874

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2012 8.00 54.5 -3.51 -3.24 8.18 0.55 4.89 7.29 9.20 1.73
2013 4.53 -3.27 -8.37 -8.18 2.14 4.67 7.89 0.22 6.98 1.68
2014 0.39 -3.13 -0.80 -0.41 4.32 6.40 5.98 1.51 1.97 0.33
2015 22.7 39.3 -1.60 -1.63 13.1 13.0 18.1 19.2 23.5 4.54
2016 3.18 11.8 0.81 0.82 22.4 5.63 7.51 13.5 5.40 -1.53
2017 -2.68 -20.9 2.41 2.45 6.70 -0.80 0.89 5.83 -0.74 1.25
2018 8.63 8.01 0.00 0.00 5.66 15.6 3.99 24.1 2.14 0.52
2019 -1.62 21.4 4.33 4.40 1.67 -1.59 0.43 1.02 -0.02 1.11
2020 -7.49 -27.0 -11.3 -11.1 -5.16 -14.2 -10.7 -5.62 -6.91 7.40
2021 3.98 17.5 1.27 0.86 3.99 -6.51 -12.3 3.99 -3.87 -4.69
2022 3.54 2.66 0.84 0.85 3.71 3.83 4.70 3.68 4.23 1.45
2023 1.99 2.51 0.83 0.42 2.44 4.04 1.10 2.35 0.53 0.50
2024 1.77 1.83 0.41 0.84 1.72 1.68 3.57 1.72 3.08 0.29
2025 1.64 1.33 0.41 0.00 1.45 1.54 2.95 1.49 2.61 0.25
2026 1.77 1.32 0.40 0.41 1.42 1.41 2.80 1.50 2.66 0.32

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 27.4 74.3 63.4 387 14.9 22.4 57,785
2013 25.3 75.0 63.5 396 14.3 25.0 56,700
2014 24.4 77.9 67.3 381 14.5 26.3 55,173
2015 27.8 74.5 62.0 413 14.1 30.2 58,157
2016 30.1 76.0 63.5 348 15.5 36.6 53,940
2017 24.4 77.3 64.7 318 16.8 38.2 53,502
2018 24.3 78.7 68.8 327 19.2 40.3 62,837
2019 30.0 79.0 68.9 316 19.7 39.3 62,433
2020 23.7 75.8 63.9 308 20.1 42.0 62,132
2021 26.8 69.2 57.5 308 20.1 43.2 62,128
2022 26.5 69.5 57.6 308 20.2 44.4 62,106
2023 26.7 69.9 58.8 307 20.2 45.1 62,050
2024 26.7 70.3 58.7 307 20.2 45.7 62,053
2025 26.6 70.5 58.7 307 20.2 46.2 62,075
2026 26.5 70.6 58.5 308 20.1 46.6 62,119

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Cosmetics Alliance Canada
http://www.cosmeticsalliance.ca

Canadian Consumer Specialty Products Association
http://www.ccspa.org

Health Canada
http://www.hc-sc.gc.ca

Industry Jargon FOOD AND DRUGS ACT (FDA)
An act of the Parliament of Canada that regulates the safety and labelling of food, drugs, cosmetics and other
consumer goods.

GREEN
A category that includes goods, services, laws, guidelines and policies that have little to no impact on the natural
environment. Also referred to as eco-friendly or environmentally friendly.

UNITED STATES-MEXICO-CANADA AGREEMENT (USMCA)
A generally duty-free agreement signed by the governments of Canada, Mexico and the United States, creating a
trilateral trade bloc in North America. This trade agreement replaced NAFTA.

WHOLESALE BYPASS
A popular trend within retail and manufacturing industries in which producers supply goods directly to stores,
eliminating the middleman.

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.
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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.



IBISWorld helps you find the industry
information you need – fast.

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
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
info@ibisworld.com to learn more.
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