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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:

· Industry revenue volatility is expected to increase due to the spread of COVID-19 (coronavirus), as less
downstream demand is forecast to cause a significant decline in revenue in 2020. For more detail, please see the
Revenue Volatility chapter.

· Downstream demand for industry products is expected to decline as a result of changes in consumer spending
activity. For more detail, please see the Demand Determinants chapter.

· Industry revenue expectations have been adjusted from forecast growth of 1.8% in 2020 to an expected decline of
10.3% due to diminished demand. For more detail, please see the Current Performance 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 The Abrasive and Sandpaper Manufacturing industry in Canada manufactures natural and synthetic abrasive

products including grinding wheels; coated or bonded materials; sandpaper and other abrasives. Abrasive products
are made from a variety of raw materials (e.g. diamonds, garnet and silica sand); manufactured minerals (e.g. fused
alumina and silicon carbide); superabrasives (e.g. synthetic diamond) and metal abrasives (e.g. steel shot, grit and
sand).

Major Players 3M Company

Main Activities The primary activities of this industry are:

Polishing and grinding wheels manufacturing

Buffing wheels, polishing wheels and laps

Sandpaper manufacturing

Textile-backed abrasive product manufacturing

Nonmetallic abrasive product manufacturing including diamond abrasives

Nonmetallic sized grains, powders and flour abrasives manufacturing

Metal abrasives manufacturing

The major products and services in this industry are:

Coated abrasives

Bonded abrasives

Abrasive grains

Metal abrasives and other
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Supply Chain

SIMILAR INDUSTRIES

Plastic & Resin Manufacturing in
Canada

Adhesive Manufacturing in
Canada

Other Nonmetallic Mineral
Product Manufacturing In Canada

Metal Stamping & Forging in
Canada

Ball Bearing Manufacturing in
Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Abrasive & Sandpaper
Manufacturing in the US

Glass Wool, Stone and Non-
Metallic Mineral Product
Manufacturing in Australia

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

Revenue $594.6m
Revenue

Annual Growth

2015–2020

1.5%

Annual Growth

2020–2025

4.0%

Annual Growth

2015–2025

 

$51.1m
Profit

Annual Growth

2015–2020

-9.7%

  Annual Growth

2015–2020

 

8.6%
Profit Margin

Annual Growth

2015–2020

-6.8pp

  Annual Growth

2015–2020

 

59
Businesses

Annual Growth

2015–2020

0.3%

Annual Growth

2020–2025

2.3%

Annual Growth

2015–2025

 

1,466
Employment

Annual Growth

2015–2020

6.9%

Annual Growth

2020–2025

3.7%

Annual Growth

2015–2025

 

$87.1m
Wages

Annual Growth

2015–2020

4.4%

Annual Growth

2020–2025

3.7%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-17.9%
Demand from car and automobile
manufacturing

-2.8pp
Industrial capacity utilization

-2.6%
Value of nonresidential
construction

1.9%
Value of residential construction

-0.4%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Regulation & Policy

Light / Steady

  Barriers to Entry
High / Steady

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Technology Change
Medium   Competition

Medium / Increasing

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Assistance

Low / Steady

  Industry Globalization
High / Increasing

 

Key Trends

 Downstream construction markets are expected to perform
poorly

 The industry has endured strong competition from imports
during the period

 The industry features several massive multinational
operators

 Operators will experience slower demand from automotive
manufacturing markets

 Trade has historically been an important driver of industry
performance

 Industry profit is forecast to improve

 The industry is connected to the US economy due to the
sheer size of downstream markets in the United States and
a shared border
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High Profit vs. Sector Average

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Volatility

  High Imports

  High Customer Class Concentration

  High Product/Service Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2015-2020)

  High Revenue Growth (2020-2025)

  High Performance Drivers

  Demand from car and automobile manufacturing

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Outlier Growth

  Value of residential construction
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Executive Summary Smooth out: Growing construction activity is expected to support
industry growth

The Abrasive and Sandpaper Manufacturing industry in Canada produces a diverse range of abrasive products
used for grinding, sanding and polishing and various other applications across the construction, manufacturing and
mining markets. Since the need for these applications is universal, international trade is essential and exports have
historically accounted for a significant share of industry revenue. Over the five years to 2020, a slight expansion in
Canadian industrial production combined with robust demand from downstream markets and export markets during
most of the period have led to industry revenue growth. Despite forecast revenue growth, the industry has endured
significant volatility due to the spread of COVID-19 (coronavirus) and heightened competition from low-cost
producers, such as China. Overall, IBISWorld expects industry revenue to grow an annualized 1.5% to $594.6
million over the five years to 2020, despite a forecast decline of 10.3% in 2020 specifically as the spread of
coronavirus is expected to lower downstream demand for abrasive and sandpaper products, due to lower levels of
consumer spending.

The industry is closely connected to the US economy due to the sheer size of downstream markets in the United
States and a shared border between the two countries. As a result, the industry is forecast to experience growth due
to strong growth from US residential housing markets during most of the period. The industry has also benefited
from solid growth in domestic residential construction and automotive markets between 2015 and 2019, although
declining commodity prices and subsequently declining investment by related industries into nonresidential
construction and infrastructure projects have constrained revenue growth. Exports are expected to decline slightly
during the period, further constraining industry revenue growth.

Industry revenue is expected to rise an annualized 4.0% to $722.2 million over the five years to 2025. Continued
growth in consumer spending will likely drive downstream demand for durable goods such as automobiles and
houses. Many of these goods require industry products at various parts of the production process, and this growth in
production is anticipated to drive demand for abrasives and sandpaper products. Additionally, the industry will likely
benefit from growing construction activity, both domestically and in the United States. The value of nonresidential
construction is forecast to return to growth over the next five years, as an improving economy and stronger
commodity prices will likely bolster corporate profit levels and stimulate investment. In turn, this will likely drive
demand for industry sanding and grinding products.
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Industry Performance

Key External
Drivers

Industrial capacity utilization

The Abrasive and Sandpaper Manufacturing industry in Canada is heavily dependent on demand from downstream
manufacturing markets. The industrial capacity utilization index, which is a ratio of actual industrial output to
potential full capacity output, is a broad measure of the manufacturing, mining and utility sectors. As revenue in
these sectors increases and the industrial capacity utilization index increases, demand for abrasive and sandpaper
products generally rises in tandem. Industrial capacity utilization is forecast to decline in 2020.

 

Canadian effective exchange rate index

International trade is vital to the Abrasive and Sandpaper Manufacturing industry in Canada. The Canadian effective
exchange rate (CEER) index measures the strength of the Canadian dollar relative to the currencies of Canada's
major trading partners. As the CEER index decreases, Canadian exports become relatively less expensive to
foreign markets, making them more attractive to purchasers abroad. The CEER index is expected to decrease in
2020, representing a potential opportunity for this industry.

 

Value of nonresidential construction

The value of nonresidential construction includes expenditures on office buildings, hospitals, factories,
communication lines and other nonresidential structures. As coated, bonded and superabrasives are commonly
used in nonresidential construction, an increase in nonresidential construction activity coincides with growth in
demand for industry products. The value of nonresidential construction is expected to decrease in 2020, posing a
potential threat to this industry.

 

Value of residential construction

Similar to nonresidential construction, demand for abrasives and sandpaper is directly affected by an increase in
residential construction, as coated and bonded abrasives are commonly used in the construction of new homes. The
value of residential construction, which measures total spending on new residential dwellings and renovation work,
is expected to decrease in 2020.

 

Demand from car and automobile manufacturing

Automakers and the auto aftermarket (i.e. repairs for existing vehicles) comprise a significant proportion of industry
sales as industry products are used to grind and polish a wide range of car and engine components, including
crankshafts, brake pads, fuel injection systems and bodywork. Therefore, an increase in the number of new vehicles
benefits abrasive manufacturers. Demand from car and automobile manufacturing is expected to decrease in 2020.
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Current
Performance

Abrasives manufactured in the Abrasive and Sandpaper Manufacturing
industry in Canada are used for grinding, cutting, blending, sanding and
finishing processes in a variety of industries, including custom wood
construction, metal fabrication and automotive and aerospace
manufacturing.

As a result, revenue for the industry is ultimately dependent on construction, industrial and manufacturing activity.
International trade also plays a key role in industry performance, due to the size and scale of downstream markets in
the United States. Over the five years to 2020, these downstream markets have endured significant volatility as a
result of volatile global commodity prices and the spread of COVID-19 (coronavirus).

In the years leading up to the reporting period, the industry expanded, with a rising number of industry facilities
leading to increased employment and output. Between 2015 and 2019, the domestic economy grew and increased
disposable income levels bolstered consumer spending, stimulating demand from downstream manufacturing
markets. This helped to drive demand for industry goods, many of which are used to polish and finish durable
goods, such as automobiles and household appliances. However, the spread of coronavirus is expected to reduce
consumer spending on durable consumer goods and lower downstream spending on industry products in 2020.
Additionally, diminished demand from export markets, particularly in France and Brazil, is expected to constrain
revenue growth as the spread of coronavirus causes border closures and supply chain disruptions. Overall,
IBISWorld expects industry revenue to grow an annualized 1.5% to $594.6 million over the five years to 2020,
despite a forecast decline of 10.3% in 2020 alone.

DOWNSTREAM DOMESTIC MARKETS

Over the past five years, industry revenue growth has been driven by
growth in per capita disposable income and consumer spending in the
United States and Canada.

As a result, demand from manufacturing is expected to grow during most of the period, until disruptions caused by
the spread of coronavirus cause a decline in 2020. Industrial capacity utilization, a measure of domestic capacity
usage relative to full usage, is expected to fall during the period, constraining expected industry growth.

Due to forecast growth in consumer incomes, demand for durable goods is expected to increase over the five years
to 2020. This is likely to fuel demand for industry products used in the polishing and finishing of these goods.
Industry products are commonly used to grind a wide range of automotive and engine components, including
crankshafts, camshafts, brake pads and automotive bodywork and finishing applications. Therefore, automotive
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manufacturers and auto aftermarket operators, which provide vehicle repairs and parts, are major downstream
consumers of industry products. Although IBISWorld expects new vehicle sales to decline in Canada over the five
years to 2020, expected growth in domestic motor vehicle registrations is expected to fuel demand for abrasive and
sandpaper products in downstream automotive parts, accessories and tire stores.

Downstream construction markets are expected to perform poorly during the period. Construction markets require
abrasives for a variety of construction applications, particularly in housing construction. Industry products are used
for cutting and finishing wallboard and wood products used in buildings and homes, while some products are used
for stone and concrete cutting. Residential markets have exhibited somewhat volatile performance, with housing
starts expected to grow an annualized 1.0% over the five years to 2020. Despite modest forecast growth in housing
starts, the value of residential construction is expected to stagnate during the period, limiting demand for industry
products from this key downstream market. Additionally, the value of nonresidential construction is expected to
decline an annualized 2.8% during the period, contributing to modest industry growth.

IMPORTANCE OF TRADE

International trade is essential to industry performance as a result of the
shared border between the United States and Canada and the popularity
of many industry products in the United States.

The scale of manufacturing, industrial and construction industries in the United States results in significant demand
for sanding, grinding, polishing and finishing inputs, parts and finished products. This represents a significant
opportunity for industry operators and US-bound exports regularly account for more than 80.0% of total industry
exports. Unfortunately, demand from other export markets, such as Brazil and France, is expected to decline during
the period and result in a decline in exports. Additionally, border closures and quarantine measures related to the
spread of coronavirus are expected to disrupt global trade and supply chains, limiting the ability of operators to
generate revenue through trade. Over the five years to 2020, IBISWorld expects exports to decline an annualized
0.4% to $217.2 million.

The industry has endured strong competition from imports during the period, particularly from low-cost producers
such as China. In fact, imports from China are expected to increase an annualized 6.0% during the period,
according to 2020 figures from Statistics Canada. Operators in low-cost production environments are often able to
produce nearly identical products at a much lower cost than industry operators. Still, the value of imports is expected
to fall due to an increase in domestic production, the number domestic facilities and a weakened domestic dollar,
which has made foreign goods relatively less affordable for consumers. Over the five years to 2020, imports are
expected to decline an annualized 1.5% to $325.3 million.

INDUSTRY STRUCTURE

The industry features several massive multinational operators, such as
the 3M Company and Compagnie de Saint-Gobain SA.

Both companies operate industry-relevant manufacturing facilities, although the scale of their operations in Canada
is small compared with their global operations. Industry participation has risen somewhat in response to improved
demand, with the number of establishments expected to grow an annualized 0.3% to 69 locations over the five years
to 2020. Meanwhile, industry employment is expected to grow an annualized 6.9% to 1,466 workers during the
same period, indicating that industry facilities have been increasing in size.

Despite favourable operating conditions during most of the period, the spread of coronavirus and the resulting
disruptions to trade and production operations in 2020 are expected to have a negative influence on industry
profitability. Industry profit, defined as earnings before interest and taxes, is expected to fall to 8.6% of revenue in
2020, from 15.4% in 2015.
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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)

Canadian
effective

exchange rate
index

(Index)
2011 371 105 52.0 44.0 978 214 299 53.2 455 131
2012 320 92.2 49.0 42.0 878 217 312 48.8 414 131
2013 551 164 68.0 58.0 1,293 204 316 78.9 663 127
2014 553 160 67.0 57.0 1,186 218 322 74.7 657 119
2015 553 169 68.0 58.0 1,051 221 350 70.1 682 110
2016 489 162 66.0 56.0 1,183 238 340 88.3 591 108
2017 593 191 64.0 55.0 1,508 241 358 95.0 710 110
2018 668 200 69.0 59.0 1,514 230 387 91.4 825 109
2019 663 201 69.0 59.0 1,533 216 376 92.2 824 109
2020 595 155 69.0 59.0 1,466 217 325 87.1 703 105
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Industry Outlook
Outlook Over the five years to 2025, the Abrasive and Sandpaper Manufacturing

industry in Canada is forecast to experience accelerated growth
compared with the five years to 2020.

IBISWorld estimates revenue will rise at an annualized rate of 4.0% to $722.2 million over the next five years, as
improved economic conditions are expected to boost downstream demand for industry products. Consumer incomes
are forecast to increase, driving downstream demand for automobiles, appliances, electronics and durable goods at
a faster pace than during the previous reporting period. This will likely contribute to growth in industry revenue, as
manufactured goods require polishing and finishing before they are brought to market. Meanwhile, commodity prices
are forecast to improve over the next five years, stimulating demand from extraction industries. Further, an
improving economy will stimulate private investment, bolstering industrial output and construction markets.

DOWNSTREAM DEMAND

Moving forward, industry operators are anticipated to benefit from
stronger performance in the domestic construction sector.

IBISWorld forecasts that the value of domestic residential construction will increase an annualized 3.2% over the
next five years, after stagnating during the previous period. As a result, demand for coated abrasives, which are
commonly used in sanding belts and sheets for woodworking, is expected to improve.

More importantly, in the commercial market, strong corporate profit growth is expected to propel investment, and
aggregate private investment is forecast to rise an annualized 4.2% over the five years to 2025. This is likely to
stimulate nonresidential construction of structures such as commercial units including offices and retail space.
Demand from commercial building construction, which includes the building of warehouses and manufacturing
facilities, is expected to rise, pushing up sales of coated and bonded abrasives used in the construction of wood,
concrete and steel structures. Overall, the value of nonresidential construction is forecast to rise at an annualized
rate of 3.7% over the five years to 2025. In addition to increased investment in commercial units, this will be
facilitated by expected growth in commodity prices and expanded demand from downstream extraction and mining
markets, which will increase related infrastructure spending, boosting demand for industry goods.

However, industry operators are likely to experience slower demand from automotive manufacturing markets over
the next five years. Demand from motor vehicle manufacturing is forecast to decline over the next five years, with
demand from the Car and Automobile Manufacturing industry in Canada (IBISWorld report 33611aCA) expected to
decrease an annualized 0.4%. This is expected to lower demand for industry products from a key downstream
market, constraining forecast revenue growth to a degree.

TRADE ACTIVITY

Trade has historically been an important driver of industry performance
and this trend is likely to continue over the next five years.

A forecast improvement in economic conditions in the United States is expected to fuel growth in industry exports. In
particular, downstream demand from construction and manufacturing industries is expected to improve over the next
five years, due to a forecast increase in consumer spending activity in the United States. Overall, the value of
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exports is forecast to rise at an annualized rate of 3.9% to $262.7 million over the five years to 2025. Meanwhile,
imports are forecast to increase at an annualized rate of 4.2% to $399.2 million over the five years to 2025. This
forecast growth in imports will likely be fuelled by increased production from low-cost production countries, which are
able to offer nearly identical products at lower prices.

PROFIT AND PARTICIPATION

Industry profit is forecast to improve over the five years to 2025.

Industry operators are likely to benefit from advancements in labour-replacing technologies and the erosion of jobs
in less-competitive segments of the industry. As a result, industry revenue growth is expected to outpace forecast
growth in industry wages, with total wages expected to increase an annualized 3.7% to $104.7 million over the next
five years. Multinational companies, such as the 3M Company and Compagnie de Saint-Gobain SA, will continue to
dominate the industry, as these operators benefit from both economies of scope and scale. Through large-scale
procurement contracts, these companies can lower their per-unit purchasing costs for inputs and operate with a
competitive efficiency above their competitors. However, increasing demand will provide opportunities for new
operators and the number of establishments is forecast to rise an annualized 2.2% to 77 facilities over the five years
to 2025. Overall, IBISWorld expects industry profit, defined as earnings before interest and taxes, to increase to
11.5% of revenue in 2025.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Canadian
effective

exchange rate
index  (Index)

2020 595 155 69.0 59.0 1,466 217 325 87.1 703 105
2021 644 186 71.0 61.0 1,557 235 354 92.9 763 105
2022 672 194 73.0 62.0 1,619 246 365 96.6 790 104
2023 692 200 74.0 63.0 1,675 253 378 99.8 817 105
2024 708 205 75.0 64.0 1,723 258 389 103 839 105
2025 722 209 77.0 66.0 1,759 263 399 105 859 106
2026 737 213 78.0 67.0 1,794 268 410 107 879 107

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

LIFE CYCLE REASONS

The industry has defined product segments and downstream markets

Downstream demand for industry products is highly cyclical and tied to industrial and construction
activity

There is a low level of technological change in the industry

The Abrasive and Sandpaper Manufacturing industry in Canada is in the mature stage of its life cycle. Industry value
added (IVA), which measures an industry's contribution to the overall economy, is expected to increase at an
annualized rate of 2.1% over the 10 years to 2025. Canadian GDP is expected to grow at an annualized rate of
1.8% during the same period. This is slightly faster than the overall economy, although the industry features several
hallmarks of a mature industry.

The industry's downstream segments are widespread but well-defined, as abrasives are commonly sold to
construction, mining and manufacturing segments and exports historically contribute to a large share of overall
revenue. In addition, downstream demand for industry products is cyclical and tied to industrial output, in addition to
residential and nonresidential construction. There is a fairly low level of technological change in the industry, as the
majority of developments are related to making improvements to existing industry products.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Construction In Canada

Lumber & Building Material Stores in Canada

Wood Panelling Manufacturing in Canada

Machine Shop Services in Canada

2nd Tier

Consumers in Canada

Key Selling Industries
1st Tier

Textile Mills in Canada

Adhesive Manufacturing in Canada

Paper Mills in Canada

2nd Tier

Stone Mining in Canada

Sand & Gravel Mining in Canada

Products & Services

  Products produced in the Canadian Abrasive and Sandpaper
Manufacturing industry are manufactured using raw materials, including
natural minerals, diamonds, garnet, tripoli, pumice and silica sand, as well
as manufactured minerals, including fused alumina, silicon carbide and
boron carbide.

The industry also produces super abrasives, including synthetic diamond and cubic boron nitride, in addition to
metals, including steel and iron shot, grit and sand.

COATED ABRASIVES

Coated abrasives are expected to account for 48.9% of industry revenue
in 2020, up from 47.0% in 2015.

Coated abrasive products include buffing wheels, polishing wheels, laps and belts. These products are composed of
backing, grain and binder systems. Coated backings are commonly made of cloth and paper and are less frequently
composed of vulcanized fibre, nonwoven webs, stitch-bonded cloths and foils. Important mineral types used for
coated abrasives are aluminum oxide, silicon carbide, zirconia alumina and microcrystalline sintered aluminum
oxide.

BONDED ABRASIVES

Bonded abrasives are expected to account for 24.9% of industry revenue
in 2020, down slightly from 25.0% in 2015.

Bonded abrasives are commonly used in grinding wheels and produced with vitrified and resin bonds using
aluminum oxide, zirconia alumina, silicon carbide and microcrystalline aluminum oxide and diamonds. Downstream
markets for bonded abrasives include aerospace, automobile, steel and machinery manufacturing.
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ABRASIVE GRAINS

Abrasive grains are forecast to comprise 13.8% of industry revenue in
2020, down from 16.6% in 2015.

Product segment sales depend heavily on manufacturing and construction revenue. Common abrasive grains
include aluminum oxide, which is primarily used for metal grinding and cutting grain; silicon carbide, which is used
for cutting concrete and grinding and cutting nonferrous metals; and aluminum zirconia, which is used for ferrous
and stainless-steel cutting and grinding.

METAL ABRASIVES AND OTHER

Metal abrasives and other products are expected to account for 12.4% of
industry revenue in 2020, up from 11.4% in 2015.

This product segment includes steel and iron grit, shot and sand. Shot is used to impart compressive strength to
load-bearing metal parts used in jet engine turbines, automotive springs and heavy equipment crankshafts. Abrasive
metals are also used as a cutting medium to process granite and marble blocks and for etching textured surfaces on
metal to enhance bonding for paints, enamels, rubber or other coatings.

Demand
Determinants

Industrial output and construction primarily drive demand for the
Abrasive and Sandpaper Manufacturing industry in Canada, as the
commercial and residential construction, manufacturing and mining
markets are major downstream consumers of industry products.

Industry demand is also determined by economic factors such as employment and consumer spending, as coated
and bonded abrasives, which include buffing and polishing wheels, laps and belts, are used in the finishing process
for products such as new cars, refrigerators, electronics and other common household appliances.

Bonded abrasives manufacturing is diversified and includes the production of grinding stones and wheels, cutoff
saws for masonry and metals and other products. Demand for bonded abrasives is primarily driven by trends in
heavy metal, glass and construction materials manufacturing. Therefore, demand for bonded abrasives is
responsive to trends in general economic growth and construction activity. The commercial and consumer cleaning
markets are a further downstream market for abrasives, including metallic abrasives and non-woven abrasive
products.

Coated abrasive products manufacturers produce large rolls of abrasive-coated fabric or paper and manufacture
belts. Coated abrasive demand hinges on construction activity and residential construction in particular, as these
products are widely used in metal fabricating and wood products industries. For most of the five years to 2020,
rebounding residential and nonresidential construction markets bolstered abrasive manufacturing sales.

In addition, the industry is heavily dependent on international trade. In 2020, exports are anticipated to account for
nearly 40.0% of industry revenue. With an overwhelming portion of these exports destined for the United States, the
industry is heavily reliant on US economic performance. Due to the COVID-19 (coronavirus) pandemic, demand
from key downstream markets has been greatly reduced. As economic uncertainty increases, demand for new car
sales and construction activities will likely remain diminished due to quarantine measures and less consumer travel.
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Major Markets

  The Abrasive and Sandpaper Manufacturing industry in Canada earns
revenue from a wide variety of downstream markets with the principal
applications of industry products being in the manufacturing sector and
the construction sector.

  EXPORTS

Exports are expected to account for 36.5% of industry revenue in 2020,
down from 37.9% in 2015.

The majority (86.4%) of industry exports are sold to the United States, as the shared geographic border, proximity
between industry operators and downstream markets and favourable trade conditions facilitate a heightened level of
trade. Exports of abrasives used in the construction process are expected to decline over the five years to 2020, as
a result of volatile housing markets in the United States.

MANUFACTURING

The downstream manufacturing market is forecast to account for 51.7% of
industry revenue in 2020, up from 50.6% in 2015.

In Canada, automotive vehicle, parts and equipment manufacturers are the most important downstream market for
industry operators. Automakers use industry abrasives to grind automotive and engine components, including
crankshafts, valves, gears, brake pads, fuel-injection systems and auto bodywork. Aerospace manufacturing is
another important market, as abrasives are used to process stainless steel, titanium alloy and other alloys commonly
used in aircraft manufacturing. Abrasives and superabrasives, such as polycrystalline diamond (PCD) and
polycrystalline boron nitride, are used in a variety of machining and tooling operations. Other industries that use
abrasive products include manufacturers of bearings, which uses abrasive products for grinding and superfinishing
balls, rings and rollers; foundry operations, which use metallic abrasives as cleaners; telecommunication, which
uses PCD in the machining of plastics, fibreboard, bronze, brass and zinc materials; and electronics, which uses
abrasives in the polishing of printed circuit boards and semiconductors, as well as in the finishing of display glass for
mobile electronics.

CONSTRUCTION

The construction sector is anticipated to comprise 11.8% of industry
revenue in 2020, up from 11.5% in 2015.

The residential and nonresidential building markets consume large volumes of manufactured abrasives for cutting
and finishing of gypsum wallboard and timber. Over the past five years, forecast growth in housing starts is expected
to increase this market's share of industry revenue. Moreover, industry products are also used in public
infrastructure projects, including highway construction and the government has dedicated significant sums to
infrastructure investment. In these instances, contractors and construction companies use industrial diamonds for
stone and concrete cutting.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Steady

Trade activity is a prominent feature of the Abrasive and Sandpaper Manufacturing industry in Canada, with exports
and imports comprising significant shares of total revenue and domestic demand, respectively. The majority of
exports are destined for the United States due to the significant presence of intercompany trade and the proximity of
Canadian industry operators to downstream markets in the United States. Heightened trade between the United
States and Canada also reflects the shared geographic borders and favourable trade conditions between the two
countries.

Exports

Exports are forecast decrease at an annualized rate of 0.4% to $217.2 million over the five years to 2020. Exports
are primarily expected to decrease due to less demand from downstream operators in Brazil and France.
Additionally, the spread of COVID-19 (coronavirus) is expected to disrupt international trade and cause supply chain
disruptions that will keep the value of exports low. Still, the United States accounts for the vast majority of export
demand and the value of exports to the United States is expected to increase an annualized 1.8% during the period,
constraining the overall forecast decline in exports. The value of exports is forecast to grow over the five years to
2025, as improved global economic conditions are expected to fuel consumer spending and facilitate demand for
industry products from downstream industries, such as manufacturing.

Imports

Industry imports are forecast to decrease at an annualized rate of 1.5% to $325.3 million over the five years to 2020.
Major sources of industry imports include the United States, China, Germany and Italy, and these countries have
remained the dominant import countries over the past five years. IBISWorld expects 43.4% of industry imports to
come from the United States in 2020, many of which are the result of intercompany trade. Major manufacturers,
such as the 3M Company, have a limited presence domestically compared with their US locations, many of which
manufacture basic products before sending them to Canada to be converted.

Over the past five years, the continued depreciation of the Canadian dollar has contributed to the expected decline
in imports, by making foreign products relatively less affordable to domestic consumers and businesses. However,
some countries, such as China, have a comparative cost advantage in manufacturing commoditized, mass-
produced paper and cloth coated abrasives due to fewer regulations and lower labour costs. As a result, imports
from China have grown significantly during the five-year period.
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Business
Locations

  Together, Ontario and Quebec account for the vast majority of establishments in the Canadian Abrasive and Sandpaper
Manufacturing industry. In 2020, Ontario is expected to account for 53.0% of industry establishments, while Quebec is expected to
contain 25.0% of industry establishments. Although transportation costs in this industry are low, given that abrasives are generally
lightweight and easy to store and move, proximity to major downstream markets bolster operators' competitive advantage. In
addition, many industry goods are inexpensive and any way to cut costs, such as transportation, can help an operator boost profit.

Consequently, industry establishments in these regions benefit from proximity to downstream markets. Major international
manufacturers such as the 3M Company and Compagnie de Saint-Gobain SA have manufacturing facilities in Ontario, which is
Canada's leading province in terms of manufacturing revenue. The region contains a high proportion of the nation's industrial,
steel and metal manufacturing presence, and is home to major automobile manufacturers, such as Fiat Chrysler Automobiles NV,
General Motors Company, Honda Motor Company Ltd., Ford Motor Company and Magna International Inc., which is a car part
manufacturer.

Similarly, Quebec is also a key source of industrial activity, with a high concentration of telecommunications, aerospace and other
manufacturing facilities that commonly demand industry products. In addition, Quebec has an abundance of natural resources and
industry establishments benefit from downstream demand in the mining and wood product sectors.
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British Columbia is expected to account for 13.2% of industry establishments in 2020. The region's economy holds key
downstream manufacturing markets, including marine engine and ship manufacturers. In addition, the region contains a large
resource-based and mining sector, which commonly demand abrasive products manufactured by this industry. British Columbia
also has several cities, such as Vancouver, that have experienced growth in residential construction over the five years to 2020. It
also has access to the Pacific Ocean and exporters have easy access to transport goods down the west coast of the United
States or to markets abroad in Asia. The number of facilities in British Columbia has risen over the five years to 2020, helping to
boost its share of the domestic industry. No other province is expected to contain more than two facilities in 2020.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Abrasive and Sandpaper Manufacturing industry in Canada has a low level of market share concentration, with
the industry's three largest players collectively expected to generate less than 15.0% of industry revenue in 2020.
While large multinational conglomerates such as the 3M Company and Compagnie de Saint-Gobain SA do take part
in this industry through manufacturing facilities located domestically, neither generate a significant share of industry
revenue and their domestic presence is modest. In fact, the vast majority of domestic facilities are small, with more
than 90.0% of domestic establishments employing fewer than 50 workers in 2020.

Key Success
Factors

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

Access to high quality inputs:
The industry is heavily reliant upon a stable supply of raw material inputs (e.g. refractory minerals such as boron and
other nonmetallic minerals and sands). Successful players generally have strong vertical links to mines and quarries.

Effective quality control:
Competition within this industry group is largely based upon product quality. In providing high-quality products,
industry operators must maintain detailed and extensive quality assurance programs.

Proximity to key markets:
Construction and industrial activity corresponds with demand for abrasives. As a result, the success of industry
operators can be determined by their proximity to major downstream markets as this helps industry operators better
meet customer requirements.

Establishment of brand names:
Strong brand recognition is considered one of the major factors in product differentiation, especially in standardized
coated abrasives. As a result, brand recognition serves as an important basis of competition.

Production of premium goods/services:
A reputation for consistently supplying premium quality products is a hallmark of the successful players in all
segments of this industry.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is forecast to
account for 8.6% of industry revenue in 2020, down from 15.4% in
2015. Industry profit rose at the start of the period in response to
declining raw material costs and profitability remained high during most
of the period. However, the spread of COVID-19 (coronavirus) is
expected to significantly reduce industry profit by causing
manufacturing disruptions, supply chain disruptions and increasing
general operating costs.

 

  Wages

Total industry wages are anticipated to account for 14.6% of industry
revenue in 2020, up from 12.7% in 2015. Strong downstream demand,
particularly in the years leading up to the reporting period, in addition to
increasing industry exports, have facilitated growth in industry
employment, which is expected to rise at an annualized rate of 6.9%
over the five years to 2020. Industry average wages are expected to
grow during the period despite attempts by industry operators to
improve efficiency and cut down on labour costs.
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  Purchases

Purchases are expected to comprise 35.6% of industry revenue in
2020, up from 34.5% in 2015. Common industry purchases include key
abrasive materials, such as natural minerals, aluminum oxides,
diamonds, garnet, tripoli, pumice and silica sand. Coated abrasive
products require backing material (e.g. cloth, paper, vulcanized fibre
and foils), grain (e.g. aluminum oxide, silicon carbide, zirconia alumina
and microcrystalline-sintered aluminum oxide) and binder systems.
Bonded abrasives are produced with vitrified and resin bonds using
aluminum oxide, zirconia alumina, silicon carbide, microcrystalline
aluminum oxide and industrial diamonds. Metal abrasives include steel
and iron grit, shot and sand.

Over the five years to 2020, volatile raw material costs have caused
purchase costs to rise slightly. Moreover, industry operators benefited
from a drop in oil, gas and other commodity prices in 2016, as lower
emerging market growth and concerns of oversupply has put downward
pricing pressure on many industry inputs. However, these same trends
will continue to pressure sales of sandpaper and abrasives, as industry
operators remain dependent on exports to emerging markets.

 

  Marketing

Marketing expenses are fairly low for this industry, accounting for an
estimated 1.6% of revenue in 2020, down from 1.8% in 2015. Most
operators have internal sales teams that work directly with clients. The
industry does feature companies with significant brand recognition,
such as the 3M Company. To effectively compete, companies will have
to market themselves competitively.
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  Depreciation

Depreciation expenses are estimated to account for 2.9% of industry
revenue in 2020, up from 2.5% in 2015. Depreciation costs have
remained fairly stable during much of the reporting period.

 

  Rent

Rent expenses are low for this industry, accounting for an expected
2.4% of industry revenue in 2020, down from 2.8% in 2015. Rent costs
tend to be fairly fixed and experience minimal volatility.

 

  Utilities

Utilities are estimated to account for 2.0% of industry revenue in 2020,
up from 1.9% in 2015. This is indicative of the fact that industry
manufacturing processes are not very energy-intensive.

 

  Other Costs

The industry also incurs a variety of other costs including general
business overhead, such as office administration, communications and
marketing expenses. The industry invests considerably in research and
development as research into new and innovative abrasives. New
methods, materials and equipment are constantly being tested to
maintain quality and production consistency and as a means by which
operators can bolster sales and market share. In 2020, other costs are
estimated to account for 32.3% of revenue.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  The Abrasive and Sandpaper Manufacturing industry in Canada primarily
competes on the basis of quality and brand name recognition.

Notably, while the 3M Company (3M) is a major US manufacturer, it has few domestic industry-relevant facilities. 3M
is expected to control more than 5.0% of the domestic market in 2020, but it is not a huge operator domestically, as
the company instead imports huge quantities of goods from its US facilities, rather than increasing production
domestically. Regardless, given 3M's status as a major international operator, its products are well-known.

Industry operators, however, can distinguish their abrasive products based on attributes such as strength, weight
and endurance. Companies can also compete on product application, as abrasives are often designed for specific
purposes, such as micron-graded fixed abrasives for fibre optics and electronics polishing.

Over the five years to 2020, industry operators have become increasingly price sensitive, as import penetration from
lower labour cost countries, such as China, heightened industry competition and cut into revenue potential. Import
competition is high in the woven paper and cloth coated abrasive segment, as these products are widely used and
are harder to differentiate in terms of product quality.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  Barriers to entry are high in the Abrasive and Sandpaper
Manufacturing industry in Canada, as the industry
requires initial capital investment and start-up costs for
equipment, machinery and productive facilities. Entrants
may be able to access small niche markets, but
discovering new technologies and applications for
abrasive products generally entails high research and
development costs, which may be unaffordable for new
industry operators.

In addition, the industry's largest players exhibit significant
economies of scope and scale. For example, the 3M
Company produces a variety of industrial, electronics and
healthcare products, helping the company to procure
large-scale purchasing contracts for vital inputs, such as
metal oxides and textiles. These raw materials are used in
industry manufacturing and a variety of other
manufacturing industries. Buying vital inputs in high
volumes also lowers per-unit purchasing costs and
creates a competitive advantage for the industry's largest
operators.

New entrants will struggle to gain a foothold into the
primary downstream markets as the existing players
generally have long-term supply arrangements with key
users (e.g. the automotive industry and foundries) or
established distribution networks in place (e.g. wholesale
and retail networks). Lastly, the local market is subject to
substantial import competition, as imports are expected to
satisfy almost half of domestic demand in 2020. The influx
of more cost-efficient abrasive products has heightened
pricing pressures for industry entrants and existing
operators over the past decade.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Abrasive and Sandpaper Manufacturing industry in Canada has a high level of globalization, with imports expected to
account for nearly half of domestic demand in 2020. Further, industry performance is largely reliant on exports, and
exports are anticipated to account for 36.5% of revenue in 2020. The industry features domestic footprints of major
international operators, such as the US-based the 3M Company and Compagnie de Saint-Gobain SA. Both of these
companies are major international manufacturers; however, both maintain only a moderate presence in Canada.

Industry globalization has been fairly steady in recent years, but operators have endured heightened competition from
developing countries, such as China. Strong import competition has made operating conditions difficult for domestic
operators and as a result, most of them are small and likely produce either niche products or cater to specific regional
markets. That said, globalization is diminished somewhat by the fact that most industry facilities are small and locally
owned.
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Major Companies

Major Players The 3M Company

Market Share: 6.5%

  Based in St. Paul, Minnesota, the 3M Company (3M) is a multinational conglomerate that manufactures and sells
nearly 50,000 products, serving a range of markets including healthcare, communications, industrial, transportation,
home and office. 3M has operations in more than 60 countries worldwide and employs more than 95,000 workers.
According to the company's 2019 annual report (latest data available), 3M generated $42.7 billion in global revenue
in 2019. Currently, 3M has four operating segments, which include safety and industrial, transportation and
electronics, health care and consumer. Within the industry-relevant industrial and safety segment, the company
produces a range of industrial and household abrasives, tapes, films and specialty materials.

Established in 1951 and headquartered in London, ON, 3M Canada Company (3M Canada) produces a range of
industrial and household abrasives, as well as pressure-sensitive tapes, sealants, coatings, adhesives and stain
repellents. The company's headquarters also serves as its primary manufacturing facility. 3M additionally operates
four total manufacturing locations in Canada, in addition to four sales offices, although not all of these manufacturing
facilities are industry relevant. For example, its Brockville, ON, facility produces adhesives (IBISWorld report
32552CA). Most of 3M's Canadian production is destined for international markets, with more than half of 3M-
manufactured products being exported to the United States and other subsidiaries worldwide. 3M Canada produces
coated abrasives in a variety of minerals and backings, available in belt, disc, sheet and roll form. In addition, the
company makes bonded abrasives, cutting wheels and grind wheels.

In 2018, 3M divested an abrasive glass products business, which had annual sales of about $10.0 million. The
company has made some efforts to improve its domestic performance through increased investment in its facilities'
energy management systems. For instance, in 2016, it became one of the first organizations in Canada to receive
the ISO 50001 Enterprise Level Certification, highlighting its focus on curbing energy costs and improving
sustainability.

Financial performance
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3M's industry-relevant revenue is expected to decrease an annualized 8.3% to $38.5 million. This forecast decline is
a result of a steady fall in company revenue for abrasive products. The company has endured a decline in demand
from mining and raw material manufacturing markets in response to weak commodity prices during the middle half of
the reporting period. Additionally, volatility in US construction markets has negatively influenced revenue, as a
majority of industry products are exported to the United States. Similarly, the company's operating profit, defined as
earnings before interest and taxes, is expected to decline an annualized 8.5% to $9.0 million over the five years to
2020.

 
The 3M Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 59.4 N/C 14.0 N/C
2016 43.8 -26.3 9.9 -29.3
2017 39.5 -9.8 8.3 -16.2
2018 40.4 2.3 11.1 33.7
2019 38.2 -5.4 8.7 -21.6
2020 38.5 0.8 9.0 3.4

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

Other Companies Saint-Gobain Canada Inc.

  Market Share: 4.5%
  France-based Compagnie de Saint-Gobain SA (Saint-Gobain) is a global manufacturer, operating more than 500

industrial sites across nearly 50 countries. The company reports its revenue through sales to three sectors, which
include building distribution, construction products (i.e. insulation, gypsum, pipe, industrial mortars and other
products) and innovative materials (i.e. flat glass and high-performance materials, including ceramics, polymers and
glass textiles). Saint-Gobain employs more than 175,000 people and has more than 1,000 subsidiaries worldwide.
According to the company's 2019 annual report (latest data available), Saint-Gobain generated $63.3 billion in global
revenue in 2019.

Saint-Gobain operates in Canada through a variety of subsidiaries, with its domestic abrasive-producing activities
being conducted by Saint-Gobain Canada Inc. Located in Plattsville, ON, Saint-Gobain Canada Inc. manufactures
three major types of abrasives, including bonded abrasives, coated abrasives and diamond products. The company
distributes these products primarily under the Norton and Carborundum brand names to a range of markets,
including construction; heavy industry sectors, such as steelworks and paper mills; manufacturing; and high-tech
markets. For example, abrasives manufactured under the Carborundum brand are specifically developed for the
welding, industrial and automotive aftermarket, including grinding discs, cutting wheels, surface strip discs and other
products for sanding bare metal and paint stripping. Moreover, Saint-Gobain manufactures abrasive grains and
powders, which have microgrinding applications and are used as proppants in the oil industry, as well as catalyst
substrates in the petrochemical sectors. The company's domestic facility employs fewer than 50 workers, making it a
comparatively small operation considering its global operations. In 2020, the company is estimated to generate
$26.6 million in industry-relevant revenue.

Klingspor Abrasives Inc.

  Market Share: 3.4%
  Klingspor Abrasives Inc. (Klingspor) is a global manufacturer of abrasives that produces coated belts, rolls, discs

and sheets; bonded abrasive, including grinding wheels, flap wheels and rolls; and other industry-relevant products.
The company has more than 30 production and distribution facilities and employs about 2,500 workers globally.
However, in Canada, Klingspor has one manufacturing facility, located in Stoney Creek, ON. In Canada, the
company's principal customer markets include automotive parts, aircraft, metal fabrication and furniture
manufacturers, as well as the contracting, carpentry and automotive aftermarket. IBISWorld estimates that the
company will generate $20.4 million in industry-relevant revenue in 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Abrasive and Sandpaper Manufacturing industry in
Canada exhibits a moderate level of capital intensity. In
2020, IBISWorld estimates that for every $1.00 spent on
labour, industry operators will invest $0.20 in capital.
Relative to wages, which are expected to account for
14.6% of industry revenue in 2020, the manufacturing
process requires heavy capital expenditures in the form of
automation equipment. The assembly process involves
repetitive actions that may be automated to increase
production speed and cost efficiency. Capital intensity in
the industry is expected to remain steady over the five
years to 2020.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Medium Rate of
Innovation

Potential 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.

Medium Innovation
Concentration

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

Very Low Ease of Entry Very
Unlikely

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

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

Very Low Market
Concentration

Very
Unlikely

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

  Both the rate of new innovation and the concentration are in line with the average across all industries.

There are both significant barriers to entry and a low rate of new entrants in this industry. This combination of factors
dampens the threat of innovative players disrupting the industry structure.

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.

Technological innovation has recently and is expected to continue to affect the
Abrasive and Sandpaper Manufacturing industry in Canada.

With a growing number of downstream buyers automating their operations, the industry is expected to continue to alter its
product lines. Over the five years to 2020, abrasives manufacturers have increasingly developed new instruments designed
for robotic use, rather than human use. Still, IBISWorld expects industry operations to remain largely unchanged over the
five years to 2025, as downstream industries are expected to maintain high levels of demand for industry products.

The level of technology change is    Medium

  The Abrasive and Sandpaper Manufacturing industry in Canada is subject to a
significant degree of technological change, as operators seek to product
products that are higher quality, longer wearing, faster acting and more cost
efficient.

The change in product attributes typically involves altering the mix in natural and synthetic inputs, developing new
compounds and tailoring products to meet customer specifications.

In the superabrasive segment of this industry, the use of new, pre-alloyed sintered bonds and metal powders have
increased the number of options for end users. Manufacturers have also sought alternatives to cobalt as global cobalt
prices have been volatile over the past decade. By altering the mix of alloys in superabrasive tools (i.e. the mix between
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iron and cobalt), manufacturers have been able to produce light-weight products at a much lower cost. Industry
manufacturers invest considerably in research and development to design abrasives that meet specific requirements across
several downstream industries.

Revenue
Volatility

The level of volatility is    High

  Over the five years to 2020, the Canadian Abrasive and Sandpaper
Manufacturing industry is expected to experience a high level of revenue
volatility due to its sensitivity to changes in domestic economic activity,
industrial output and cyclical fluctuations in the construction sector.

Due to the importance of industry exports to industry performance, these same factors drive industry revenue in
international markets, such as the United States. As a result, swings in the relative value of the domestic currency
compared with major trade partners can also cause jumps in industry revenue. The industry is also, to some extent,
inherently volatile due to its small size, as the closure of any large factory or a shock in demand from any one downstream
market can have an outsize effect on the overall performance of the industry.

For example, Industry sales increased significantly in 2013, with the opening of several new facilities and rising demand
from downstream markets. However, industry performance since has been volatile. Demand has been depressed from
Canadian energy, mining and commodity markets due to weak commodity prices. Further, both residential and
nonresidential construction markets have also been volatile. The spread of COVID-19 (coronavirus) is expected to increase
the industry's relative level of revenue volatility during the period, as less consumer spending is expected to lower
downstream demand for industry products.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

The Abrasive and Sandpaper Manufacturing industry in Canada operates in a
regulatory environment comparable with most other manufacturing industries.

The industry is subject to environmental laws and regulations, including those pertaining to air emissions, wastewater
discharges, toxic substances and the handling and disposal of solid and hazardous wastes. The industry is also subject to
numerous laws governing employment and occupational health and safety.

Industry
Assistance

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

The Abrasive and Sandpaper Manufacturing industry in Canada receives a low
level of assistance, with most categories of product attracting no tariff
protection.
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However, the Canadian government does impose a base rate tariff of 6.5% on vulcanized fibre used as backing in the
production of abrasive materials. There also appear to be no trade associations or other organizations specifically
dedicated to assisting producers of abrasive products domestically, although organizations such as the Canadian
Manufacturers & Exporters do advocate for the larger manufacturing sector.

Due to the spread of COVID-19 (coronavirus), the Canadian government has instituted a variety of assistance programs
that various industry operators are expected to qualify for. For example, the Canada Emergency Wage Subsidy provides
weekly wage assistance for eligible employers that have been negatively affected by the coronavirus pandemic.
Additionally, operators can take advantage of tax deferrals and improved access to credit and loans to remain liquid. The
Canada Emergency Business Account provides interest-free loans to small business operators. Additionally, large
operators can apply for bridge financing through the Large Employer Emergency Financing Facility.
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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)

Canadian
effective

exchange rate
index (Index)

2011 371 105 52.0 44.0 978 214 299 53.2 455 131
2012 320 92.2 49.0 42.0 878 217 312 48.8 414 131
2013 551 164 68.0 58.0 1,293 204 316 78.9 663 127
2014 553 160 67.0 57.0 1,186 218 322 74.7 657 119
2015 553 169 68.0 58.0 1,051 221 350 70.1 682 110
2016 489 162 66.0 56.0 1,183 238 340 88.3 591 108
2017 593 191 64.0 55.0 1,508 241 358 95.0 710 110
2018 668 200 69.0 59.0 1,514 230 387 91.4 825 109
2019 663 201 69.0 59.0 1,533 216 376 92.2 824 109
2020 595 155 69.0 59.0 1,466 217 325 87.1 703 105
2021 644 186 71.0 61.0 1,557 235 354 92.9 763 105
2022 672 194 73.0 62.0 1,619 246 365 96.6 790 104
2023 692 200 74.0 63.0 1,675 253 378 99.8 817 105
2024 708 205 75.0 64.0 1,723 258 389 103 839 105
2025 722 209 77.0 66.0 1,759 263 399 105 859 106

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Canadian
effective

exchange rate
index (%)

2011 4.30 14.3 1.96 0.00 8.42 4.63 2.18 1.72 2.75 1.08
2012 -13.7 -12.5 -5.77 -4.55 -10.2 1.35 4.25 -8.28 -9.00 -0.20
2013 72.0 77.8 38.8 38.1 47.3 -6.31 1.38 61.7 60.0 -3.46
2014 0.50 -2.20 -1.48 -1.73 -8.28 7.22 1.93 -5.33 -0.88 -5.82
2015 -0.02 5.67 1.49 1.75 -11.4 1.37 8.79 -6.16 3.84 -7.83
2016 -11.7 -4.26 -2.95 -3.45 12.6 7.77 -2.86 26.0 -13.5 -1.45
2017 21.3 17.8 -3.04 -1.79 27.5 0.96 5.32 7.58 20.3 1.48
2018 12.7 4.81 7.81 7.27 0.39 -4.66 7.98 -3.79 16.2 -0.63
2019 -0.71 0.29 0.00 0.00 1.25 -6.02 -2.77 0.87 -0.19 -0.58
2020 -10.3 -22.7 0.00 0.00 -4.38 0.69 -13.5 -5.54 -14.7 -3.55
2021 8.37 19.8 2.89 3.38 6.20 8.24 8.73 6.65 8.58 0.46
2022 4.29 4.08 2.81 1.63 3.98 4.80 3.08 3.98 3.58 -1.61
2023 2.90 3.09 1.36 1.61 3.45 2.59 3.67 3.31 3.35 1.03
2024 2.37 2.55 1.35 1.58 2.86 2.13 2.96 2.80 2.72 0.77
2025 2.00 2.05 2.66 3.12 2.08 1.74 2.56 2.04 2.35 0.76

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 28.4 65.6 57.8 379 14.3 18.8 54,397
2012 28.8 75.2 67.9 365 15.2 17.9 55,581
2013 29.8 47.6 37.0 426 14.3 19.0 61,021
2014 29.0 49.0 39.4 467 13.5 17.7 62,985
2015 30.6 51.3 40.0 526 12.7 15.5 66,698
2016 33.2 57.6 48.8 413 18.1 17.9 74,641
2017 32.2 50.4 40.6 393 16.0 23.6 62,997
2018 30.0 46.9 34.4 441 13.7 21.9 60,370
2019 30.3 45.7 32.5 432 13.9 22.2 60,144
2020 26.1 46.3 36.5 406 14.6 21.2 59,413
2021 28.9 46.4 36.5 414 14.4 21.9 59,666
2022 28.8 46.1 36.7 415 14.4 22.2 59,666
2023 28.9 46.3 36.6 413 14.4 22.6 59,582
2024 28.9 46.4 36.5 411 14.5 23.0 59,547
2025 28.9 46.5 36.4 411 14.5 22.8 59,522

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

The Abrasives Mall
http://www.abrasivesmall.com

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

Innovation, Science and Economic Development Canada
http://www.ic.gc.ca

Coated Abrasives Fabricators Association
http://www.cafa-info.org

Industry Jargon ABRASIVES
Extremely hard materials that are used to shape other materials by grinding and used either as coatings on cloth or
paper, as loose grains or as grinding wheels.

BONDED ABRASIVES
Abrasives commonly founded in grinding wheels and used for applications, such as grinding, sharpening and
cutting.

COATED ABRASIVES
Abrasives commonly used in sanding belts, discs and sheets and used in a range of surface treatment applications,
such as woodworking and floor sanding.

FERROUS
Metals that include the presence of iron.

NONFERROUS
Metals other than iron and alloys that do not contain an appreciable amount of iron.

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

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

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

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

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

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

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

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

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

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

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

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



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.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
with regard to the completeness or accuracy of the data or information contained herein, and it accepts no
responsibility and disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage
whatsoever suffered or incurred by any other person resulting from the use of, or reliance upon, the data or
information contained herein. Copyright in this publication is owned by IBISWorld Inc. The publication is sold on
the basis that the purchaser agrees not to copy the material contained within it for other than the purchasers own
purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
or opinions prepared for any other person – it is agreed that it will be sourced to: IBISWorld Inc.

Copyright 2020 IBISWorld Inc.
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