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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:

• The Glasses and Contact Lens Manufacturing industry in Canada relies on strong economic activity, particularly
from the retail sector. As consumer confidence falls and retail activity slows, demand for industry products will likely
fall. For more detail, please see the Demand Determinants chapter.

• The industry's level of competition is expected to increase. As demand falls, industry operators must compete
harder for the remaining businesses. For more detail, please see the Basis of Competition chapter.

• The industry profit margin is expected to fall as a result of supply chain disruptions, demand declines and
economic uncertainty. For more detail, please see the Cost Structure Benchmarks chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Glasses and Contact Lens Manufacturing industry in Canada manufactures ophthalmic goods, including

eyeglass frames, lenses and contact lenses. The industry also produces sunglasses and goggles and nonelectrical
ophthalmic equipment including optometers, retinoscopes and ophthalmometers.

Major Players EssilorLuxottica SA

Main Activities The primary activities of this industry are:

Eyeglass frame (i.e. fronts and temples) manufacturing

Glass and plastic eye manufacturing

Goggle (e.g. industrial, safety, sun and underwater) manufacturing

Lens manufacturing

Lens coating

Lens grinding

Lens mount manufacturing

Corrective vision-type magnifier manufacturing

Sunglasses manufacturing

The major products and services in this industry are:

Contact lenses

Spectacle lenses made of glass

Spectacle lenses, excluding products made with glass

Spectacles, goggles and other, excluding sunglasses

Sunglasses
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Supply Chain

SIMILAR INDUSTRIES

Other Plastic Product
Manufacturing in Canada

Glass Product Manufacturing in
Canada

Eyeglasses & Contact Lens
Stores in Canada

Optometrists in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Glasses & Contact Lens
Manufacturing in the US

Protective Eyewear
Manufacturing

Contact Lens Manufacturing Photographic and Optical Goods
Manufacturing in Australia

Medical & Dental Instrument
Manufacturing in the UK

Medical & Dental Instrument
Manufacturing in Ireland
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Industry at a Glance
Key Statistics

$302.7m
Revenue

Annual Growth

2015–2020

2.8%

Annual Growth

2020–2025

2.9%

Annual Growth

2015–2025

 

$22.4m
Profit

Annual Growth

2015–2020

-2.6%

  Annual Growth

2015–2020

 

7.4%
Profit Margin

Annual Growth

2015–2020

-2.3pp

  Annual Growth

2015–2020

 

96
Businesses

Annual Growth

2015–2020

-1.0%

Annual Growth

2020–2025

1.2%

Annual Growth

2015–2025

 

2,073
Employment

Annual Growth

2015–2020

5.0%

Annual Growth

2020–2025

2.8%

Annual Growth

2015–2025

 

$78.9m
Wages

Annual Growth

2015–2020

3.1%

Annual Growth

2020–2025

2.8%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

1.6%
Per capita disposable income

0.4%
Total health expenditure

-0.7pp
Import penetration into the
manufacturing sector

-0.4%
Canadian effective exchange rate
index

2.1%
Number of adults aged 65 and
older

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Barriers to Entry

High / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Concentration
Medium

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Regulation & Policy

Heavy / Steady

  Technology Change
High   Industry Globalization

High / Increasing

  Competition
High / Increasing

 

Key Trends

 The most significant trend in the industry is rising
consolidation activity

 The optical retailing landscape has changed considerably

 Glasses and contact lens manufacturers have relied on
global demand to drive growth

 The number of industry employees is expected to increase

 The emergence of more chain retailers is expected to
dampen revenue growth

 Import competition is anticipated to expand

 Industry operators have benefited from skyrocketing exports
attributed to the depreciation of the Canadian dollar
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Imports

  High Product/Service Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2015-2020)

  High Revenue Growth (2020-2025)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Outlier Growth

  Per capita disposable income
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Executive Summary Perfect vision: The appreciation of the Canadian dollar will likely intensify
import penetration into the domestic market

The Glasses and Contact Lens Manufacturing industry in Canada produces eyeglass lenses and frames, contact
lenses and protective eyewear. Several of the industry's product segments are essential to the visually impaired,
somewhat insulating the industry from economic downturns. While rising per capita disposable income has enabled
consumers to increase expenditure on glasses and contacts over much of the five years to 2020, competitively
priced imports satisfy a significant portion of consumer demand for industry products. While the industry has
historically been characterized by many large-scale, vertically integrated companies, many of these companies have
exited the industry altogether, leaving an ever-expanding EssilorLuxottica SA (EssilorLuxottica), which represents
nearly 50.0% of industry revenue, in its wake to dominate the market.

Nevertheless, there have still been opportunities for the industry. EssilorLuxottica, the last major ophthalmic
products manufacturer in the industry, has managed to leverage economies of scale and strong buying power to
keep selling prices low and maintain profit. Industry profit, measured as earnings before and interest and taxes, is
expected to decline to 7.4% of revenue in 2020. This decline in profit can be attributed to the COVID-19
(coronavirus) pandemic. However, some niche glasses and contact lens manufacturers have appealed to
consumers on the basis of providing customizable eyewear with quick product turnaround. Furthermore, industry
operators have benefited from skyrocketing exports attributed to the depreciation of the Canadian dollar. Industry
revenue is expected to grow at an annualized rate of 2.8% to $302.7 million over the five years to 2020, buoyed by
the relatively inelastic demand for industry products. However, revenue is anticipated to fall 7.5% in 2020 alone,
driven by rising economic uncertainty due to the coronavirus pandemic.

Industry revenue is forecast to grow at an annualized rate of 2.9% to $349.1 million over the five years to 2020. The
industry is expected to continue to benefit from rising demand for optical products among the burgeoning elderly
population. Market share concentration will also increase as EssilorLuxottica continues to expand. However, the
anticipated appreciation of the Canadian dollar is expected to intensify import penetration into the domestic market
and slow foreign demand for increasingly less affordable industry exports.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar relative to the
currencies of Canada's largest trading partners. A rising CEER index is indicative of an appreciation in the Canadian
dollar, which makes industry exports relatively more expensive for global consumers. This ultimately dampens global
demand for industry exports. The CEER index is expected to decline in 2020.

 

Per capita disposable income

Many glasses and contact lenses are considered nondiscretionary products, given that they are essential to
consumers with impaired vision. However, higher per capita disposable income may incite some consumers to
purchase relatively discretionary products, such as high-cost, brand-name sunglasses, positively influencing industry
revenue. Per capita disposable income is expected to decrease in 2020.

 

Number of adults aged 65 and older

Individuals aged 65 and older are a significant downstream market for the industry due to this demographic's high
prevalence of age-related macular degeneration (AMD), stimulating demand for corrective eyewear products. The
number of adults aged 65 and older is expected to increase in 2020, representing a potential opportunity for the
industry.

 

Total health expenditure

Total health expenditure measures the amount of money dedicated to all health products and services in Canada.
Since industry products are considered medical devices and are a necessary expenditure for most afflicted
populations, it is categorized as a health expense. Accordingly, a rise in healthcare expenditure is indicative of a
growing propensity to purchase industry products, aiding industry expansion. Total health expenditure is projected to
rise in 2020.

 

Import penetration into the manufacturing sector

A large amount of domestic demand in this industry is satisfied by imports. As import penetration rises, domestic
manufacturers must compete more fiercely to retain Canadian customers, lowering prices and thus, revenue. Import
penetration into the manufacturing sector is forecast to decline slightly in 2020 but remain high, posing a potential
threat to the industry.
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Current
Performance

The Glasses and Contact Lens Manufacturing industry in Canada has
contended with the rapidly changing optical retailing landscape over the
five years to 2020.

For example, many opticians have expanded to include on-site lens laboratories, with many opticians also supplying
their eyewear product portfolio by forming contracts with globally based manufacturers. Overall, these trends have
limited demand for glasses and contact lens manufacturers.

However, the industry's growth has been driven primarily by the strong performance of the industry's largest player,
EssilorLuxottica SA (EssilorLuxottica), which has leveraged its economies of scale and strong purchasing power to
minimize costs. Additionally, smaller-scale industry manufacturers have increased revenue by catering to niche
downstream markets. Moreover, macroeconomic factors such as the declining value of the Canadian dollar and the
expansion of the elderly population have bolstered industry revenue growth. The number of adults aged 65 and
older is projected to increase an annualized 3.6% over the five years to 2020, while total health expenditure is
expected to rise an annualized 2.7% during the same period, though part of this increase is dedicated to combating
COVID-19 (coronavirus). Consequently, industry revenue is expected to grow at an annualized rate of 2.8% to
$302.7 million over the five years to 2020. This includes an anticipated decline of 7.5% in 2020 alone amid the
coronavirus pandemic.

INDUSTRY STRUCTURE

The most significant trend in the domestic industry over the past five
years has been rising consolidation activity.

The completed merger of Essilor International SA (Essilor), a French-based international ophthalmic optics
company, with Luxottica Group SpA (Luxottica), an Italian eyewear company, created EssilorLuxottica SA in 2018.
The formation of EssilorLuxottica created the largest eyewear company in Canada and in the world. EssilorLuxottica
is expected to represent 46.9% of the market on its own in 2020. With a commanding market share, the entire
industry becomes dependent on EssilorLuxottica's success, which works to increase the average profit margin of the
industry, but also discourages industry entrance. Industry profit, measured as earnings before interest and taxes,
has fluctuated slightly during much of the period, but has fallen to reach 7.4% in 2020 as a result of the coronavirus
pandemic.

The number of industry enterprises is expected to fall at an annualized rate of 1.0% to 96 companies over the five
years to 2020. In contrast, industry employment is projected to grow, lending further evidence to the widespread
consolidation activity among industry operators. Moreover, many eyewear manufacturers other than EssilorLuxottica
have consolidated their operations to create the synergies required to offer low-cost products and still have low
operational costs to more effectively compete with the ophthalmic giant. Accordingly, the number of industry
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employees is anticipated to grow at an annualized rate of 5.0% to total 2,073 workers. While consolidation has been
an unhealthy trend that restricts competition for most small operators, EssilorLuxottica and other large companies
are better positioned to invest in research and development activities and more comprehensive production
processes, which contributed to the boost in employment during the period.

CHANGING RETAIL LANDSCAPE

The optical retailing landscape has changed considerably over the five
years to 2020.

For example, many consumers have moved away from purchasing their optical products from independent
optometrists (ODs), instead opting to purchase industry products from e-tailers and other less specialized retailers
such as big box retailers and grocery or convenience stores. However, ODs have raised consumer awareness about
the potential risks for consumers that purchase eyewear online, due to improperly fitting products resulting in
eyestrain, double vision or headaches. As a result, it has been imperative for online retailers to secure industry
products from reputable manufacturers, namely industry operators with widespread brand recognition. Overall, while
some consumers have preferred to purchase optical goods from online retailers, many have still preferred reputable
eyewear sourced from industry manufacturers, keeping industry revenue afloat.

As regulations at the retail level become more lenient, this trend makes it easier for consumers to access eyewear
products, spurring retailers' demand for eyewear from manufacturers to stock their retail shelves. In British
Columbia, opticians at brick-and-mortar stores and online retailers are permitted to dispense glasses after
administering or receiving sight test results, with consumers being able to access their pupillary distance (PD)
information. As more consumers have been able to access their PD information, this trend has had mixed effects on
the industry. For example, it has intensified external competition for the industry from online retailers, particularly
those that purchased their optical goods from global manufacturers. According to an article by the Winnipeg Free
Press, many opticians in Canada order eyewear from globally based manufacturers with product delivery occurring
within days. In contrast, access to PD information has facilitated rising sales from industry operators that produce
custom contact lenses and eyewear.

INTERNATIONAL TRADE

Glasses and contact lens manufacturers have relied on global demand to
drive growth over the five years to 2020.

This was ultimately facilitated by the declining value of the Canadian dollar, which is projected to fall an annualized
1.1% during the five-year period. This depreciation, along with the coronavirus pandemic causing logistical hurdles
to international trade in 2020 specifically, drove a decline in the value of imports at an annualized rate of 5.6% to
reach $840.5 million over the five years to 2020.

Comparatively, during the same period, the number of industry exports is expected to grow at an annualized rate of
1.0% to $133.1 million, though this growth was mitigated due to the pandemic. The industry exports eyewear
primarily to the United States due to favourable trade agreements, most notably the United States-Mexico-Canada
Agreement (USMCA), resulting in low trade barriers. More recently, the Comprehensive Economic and Trade
Agreement between Canada and the European Union has bolstered export growth to European markets as well.
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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)

Research and
development
expenditure

($b)
2011 287 108 125 106 1,483 55.4 746 70.3 977 29.2
2012 272 101 122 103 1,453 81.2 865 67.3 1,056 29.2
2013 262 97.4 121 101 1,507 82.6 942 69.8 1,121 29.0
2014 261 95.2 122 101 1,560 99.2 1,036 68.3 1,199 30.1
2015 264 97.4 123 101 1,625 127 1,119 67.6 1,256 29.4
2016 291 111 119 98.0 1,823 131 1,121 73.8 1,281 29.7
2017 308 117 119 97.0 1,952 141 1,107 80.4 1,274 29.0
2018 323 115 125 102 2,127 139 1,117 81.6 1,301 30.5
2019 327 121 123 100.0 2,161 157 1,078 82.9 1,249 31.0
2020 303 107 118 96.0 2,073 133 841 78.9 1,010 31.4
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Industry Outlook
Outlook The Glasses and Contact Lens Manufacturing industry in Canada is

expected to gradually expand over the five years to 2025, driven by rising
levels of per capita disposable income, increasing health expenditure, a
boost in research and development expenditure and the burgeoning
elderly population.

For example, the elderly population may require eyewear products to address age-related macular degeneration
(AMD), spurring consumer demand for eyewear from industry manufacturers. Meanwhile, per capita disposable
income and total health expenditure are projected to rise at an annualized rate of 1.6% and 0.7% over the next five
years, respectively, which are expected to support purchases of industry products in key downstream markets. In
particular, the industry has traditionally relied on independent optometrists (ODs), which typically do not have the
large-scale resources required to purchase eyewear directly from globally based manufacturers. As a result, the
major markets for industry products have shifted from an OD focus to more retail and distribution outlets.

However, the anticipated appreciation in the Canadian dollar is expected to intensify import penetration into the
domestic market and reduce foreign demand for industry exports, tempering the industry's overall gains. Industry
revenue is forecast to grow at an annualized rate of 2.9% to $349.1 million over the five years to 2025. Despite the
increased pricing pressures associated with increased import penetration, industry profit is expected to increase as
a share of revenue over the five years to 2025 as the economy recovers from the COVID-19 (coronavirus)
pandemic.

INDUSTRY LANDSCAPE

The emergence of more chain retailers over the five years to 2025 is
expected to dampen industry revenue growth while redirecting traditional
consumption to retail outlets instead of ODs, as was the historical trend
for industry operators.

Mass merchandisers may have the leverage required to either negotiate low-cost supply contracts with industry
manufacturers or purchase industry products directly from globally based manufacturers, contributing to this crucial
transition. Moreover, alternative vision correction options, namely refractive surgery, may limit the extent that
consumers require industry products, constraining industry revenue growth. For example, for consumers that use
refractive surgery such as LASIK to address eye-related issues, this trend may dampen demand for glasses and
contact lenses. Nevertheless, LASIK does not amend presbyopia, resulting in stable demand for glasses and
contact lenses from individuals with presbyopia, who are typically aged 40 and over. IBISWorld estimates that the
number of adults aged 65 and older will rise at an annualized rate of 3.5% over the five years to 2025, supporting
industry demand.

Ultimately, the most significant trend in the industry has been the aggressive consolidation activity that culminated in
industry leader EssilorLuxottica SA's (EssilorLuxottica) share of nearly 50.0% of the industry's market. Importantly,
Essilor International SA's proposed merger with global major player Luxottica Group SpA was completed in 2018.
The merger was projected to further the company's domestic and international presence, and in turn, will continue to
shape the industry. EssilorLuxottica's strong growth alongside strong import competition has stymied enterprise
formation. The number of industry enterprises is expected to grow slightly, rising at an annualized rate of 1.2% to
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102 companies over the five years to 2025. The slight uptick in industry participation is anticipated to spur a modest
gain in industry employment over the next five years. Specifically, the number of industry employees is expected to
increase at an annualized rate of 2.8% to 2,381 workers over the next five years.

INTERNATIONAL TRADE

While consolidation has been a crucial influencer of this slow enterprise
growth, import competition has been equally debilitating and is
anticipated to expand over the five years to 2025.

In particular, domestic consumers will predominately purchase products from glasses and contact lens
manufacturers in the United States. The Canadian dollar is anticipated to appreciate over the five years to 2025,
while the US dollar is expected to depreciate slightly. These trends are estimated to boost the affordability of glasses
and lenses from the United States among Canadian consumers, driving increased import penetration into the
domestic market. Overall, IBISWorld expects imports to rise as a share of domestic demand, from an estimated
83.2% in 2020 to an anticipated 85.0% in 2025. As a result, industry imports are expected to increase at an
annualized rate of 3.1% to $981.3 million over the five years to 2025.

During the same period, industry exports are anticipated to accelerate, rising at an annualized rate of 5.7% to
$175.3 million. The primary driver of the anticipated recovery in industry export growth is the recovery of the global
economy from the coronavirus pandemic, as the value of exports in 2025 is expected to be only slightly above 2020
levels.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Research and
development
expenditure

 ($b)
2020 303 107 118 96.0 2,073 133 841 78.9 1,010 31.4
2021 319 117 121 98.0 2,167 150 893 82.6 1,062 31.8
2022 331 121 122 99.0 2,242 163 923 85.5 1,090 32.2
2023 338 124 123 100.0 2,300 168 946 87.7 1,116 32.7
2024 344 126 125 101 2,344 173 966 89.3 1,138 33.1
2025 349 128 126 102 2,381 175 981 90.7 1,155 33.5
2026 354 130 127 102 2,410 179 1,000 91.8 1,175 33.9

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

LIFE CYCLE REASONS

The industry has static product lines

The industry is consolidating

There is an established market acceptance of the industry’s products
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The Glasses and Contact Lens 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 2.8% over the 10 years to 2025. Comparatively, GDP is anticipated to grow at an annualized rate
of 1.6% during the same period. Although the disparity between IVA growth and GDP growth usually indicates the
industry is in the growth stage of its life cycle, several other characteristics, including static product lines, industry
consolidation and established market acceptance, reinforce its maturity.

An indication of the industry's maturity is the high degree of consolidation. The industry's largest industry operator,
EssilorLuxottica SA (EssilorLuxottica), is anticipated to account for a commanding 46.9% of industry revenue in
2020, effectively prohibiting any tangible competition to truncate its growth. EssilorLuxottica is the only global
manufacturer and distributor of ophthalmic goods that maintains production facilities in Canada and has cornered
the market. The vast majority of industry operators are smaller-scale manufacturers that cater to niche markets.
Therefore, this trend of consolidation is projected to increase over the five years to 2025, since competition from
smaller operators is expected to be unable to effectively combat the company's dominance.

Additionally, the industry's product lines are static and any technological innovation is centred on improving glasses
and contact lenses, not coming out with new products. Glasses and contact lenses are also highly accepted by the
market. A large proportion of Canadian citizens own an industry product, whether they own a pair of reading
glasses, sunglasses or prescription contact lenses. The only true substitute is expensive LASIK surgery and while
the cost is decreasing, it is less expensive than purchasing glasses, leading to high market acceptance.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Eyeglasses & Contact Lens Stores in Canada

Optometrists in Canada

2nd Tier

Consumers in Canada

Key Selling Industries
1st Tier

Plastic & Resin Manufacturing in Canada

Glass Product Manufacturing in Canada

2nd Tier

Industrial Machinery & Equipment Wholesaling in
Canada

Petrochemical Manufacturing in Canada

Sand & Gravel Mining in Canada

Products & Services

  SPECTACLES, GOGGLES AND OTHER CORRECTIVE PRODUCTS, EXCLUDING SUNGLASSES

Spectacles, goggles and other corrective products, excluding sunglasses,
make up the largest share of revenue for the Glasses and Contact Lens
Manufacturing industry in Canada, at an estimated 59.6% in 2020.

Notably, this product segment excludes lenses and includes the wire or plastic frame for corrective eyewear
products, with the exception of sunglasses. This segment includes all other ophthalmic products, such as goggles,
spectacles, monocles, sports goggles, specialty athletic wear and work glasses, among others. The advent of
technology has made spectacle frames increasingly lightweight, spurring demand for this product segment over the
past five years. However, this segment has declined as a share of revenue because of the offshoring of frame
production.

SPECTACLE LENSES, EXCLUDING LENSES MADE WITH GLASS

Spectacle lenses made with materials excluding glass are expected to
make up 19.7% of industry revenue in 2020.

This product segment has grown rapidly over the five years to 2020 due to consumers preferring plastic-based
spectacles rather than traditional glass-based spectacles. For example, plastic lenses are typically more lightweight,
low-cost and harder to break than glass-based spectacles. Moreover, polycarbonate plastic lenses have also been
popular.

CONTACT LENSES

Contact lenses are expected to comprise 17.5% of industry revenue in
2020.

The use of contact lenses has been growing strongly over the past five as improvements in contact lens design and
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comfort have encouraged individuals with vision problems to replace their eyeglasses with contacts. In particular,
many Canadian consumers have preferred silicone contact lenses, which has supported this product segment's
growth over the five years to 2020, in line with more products that require frequent replacement such as daily
disposable contact lenses. Moreover, industry leader EssilorLuxottica SA specializes in contact lens manufacturing,
which has further undergirded this segment's rapid expansion over the five years to 2020.

Demand
Determinants

Factors that determine downstream demand for products in the Glasses
and Contact Lens Manufacturing industry in Canada include demographic
patterns, the cost of optometry services and products and technological
innovation.

As people age, they are more likely to use ophthalmic goods, such as glasses or contact lenses. In addition, the
incidence of eye diseases, such as glaucoma and age-related macular degeneration (AMD), increases with age.
IBISWorld expects the number of adults aged 65 and older to grow at an annualized rate of 3.6% over the five years
to 2020, spurring demand for industry products. The increased prevalence of diseases such as diabetes, which can
cause glaucoma, cataracts, retinopathy and other eye problems, is expected to lead to higher demand for certain
ophthalmic products.

The cost of optometry services also influences the number of people who visit the optometrist and the frequency of
their visits, which in turn affects demand for ophthalmic products. The level of government spending on eye care
services determines consumers' optometry costs as well. A reduction in consumers' out-of-pocket expenses will lead
to people visiting their optometrist more regularly, resulting in higher demand for ophthalmic products. Increased
public and private health expenditure over the five years to 2020 has increased demand for industry products.

Although receiving sight examinations is a nondiscretionary purchase for consumers, changes in per capita
disposable income and the price of industry products can influence consumer-purchasing behaviour. Some
individuals may postpone their optometrist visits during periods of economic downturn and poor consumer
confidence. In contrast, higher per capita disposable income increases consumer spending on more expensive
options, such as daily disposable contact lenses and antiglare glass lenses.

Even amid favourable macroeconomic conditions, laser vision correction options may reduce demand for ophthalmic
products. Patients who successfully undergo laser eye surgery may not require prescription glasses or contact
lenses for many years, reducing demand for industry products. Nevertheless, laser eye surgery does not amend
presbyopia, thus maintaining demand for industry products from affected populations regardless of whether or not
they receive corrective eye surgery.

Despite rising health spending, demand is likely to fall as a result of the COVID-19 (coronavirus) pandemic. Many
products manufactured by the industry are essential and demand is relatively inelastic. However, as a result of rising
economic uncertainty, consumers may delay purchasing new glasses or contacts with an updated prescription,
instead using what they currently have, deferring a potentially costly expense and eating into industry demand.

Major Markets

  EXPORTS

Exports account for an estimated 44.0% of revenue in 2020, representing
the largest market for products produced by the Glasses and Contact
Lens Manufacturing industry in Canada.
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Given its proximity and low trade barriers between countries of the United States-Mexico-Canada Agreement, the
United States represents the dominant export market for industry products, at an estimated 65.5% of total industry
exports. This trend has fallen over the five years to 2020 despite the depreciation of the Canadian dollar. This is
contrasted with strong domestic economic conditions over much of the five years to 2020. For more information on
export flows, please refer to the International Trade section of this report.

PRIVATE MEDICAL OFFICES

Independent eye care professionals (ECPs) comprise both optometrists
and ophthalmologists who examine, diagnose, treat and prescribe
eyeglasses and contact lenses to their patients.

ECPs are expected to account for 22.9% of industry revenue in 2020. Due to consumers with vision problems
requiring a prescription from an ECP before purchasing corrective lenses, a majority of glasses and contact lens
purchases are made with ECPs. While this market segment represents the largest domestic source of revenue for
the industry, the segment has fallen as a share of industry revenue over the five years to 2020, as consumers have
increasingly purchased eyeglasses and contact lenses from online retailers. Moreover, many retailers have
undertaken their own custom cutting and production processes, siphoning demand from industry operators that
specialize in custom work.

RETAIL OUTLETS AND WHOLESALERS

Corrective lenses and sunglasses are also sold in optical retail chains,
wholesale clubs and supercentres and directly to distributors.

Optical retail stores (IBISWorld report 44613CA) are a major source of revenue for industry operators, particularly
those that outsource their custom production capabilities to industry operators. Chains benefit from extensive
marketing and branding strategies that attract consumers to their stores. In addition, mass merchandisers are
convenient for consumers who need a one-stop shop to purchase a variety of goods including lenses. The retail
market segment has grown as a share of industry revenue over the five years to 2020 and is expected to collectively
account for 21.3% of revenue in 2020. The wholesale market segment has grown more slowly, diminishing as a
share of industry revenue due to rampant consolidation activity and accounts for 11.8% of industry revenue in 2020.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Decreasing

Imports

The majority of eyeglasses, contact lenses and other products in the Glasses and Contact Lens Manufacturing
industry in Canada that consumers purchase are manufactured from globally based producers. In particular, an
estimated 37.0% of total imported industry eyewear products come from the United States. Moreover, Canadian
consumers demand eyewear products from China, Mexico and Malaysia, which make up an estimated 20.4%, 8.3%
and 4.0% of total import revenue, respectively, in 2020. Imports have fallen over the five years to 2020, a trend
exacerbated by the COVID-19 (coronavirus) pandemic. Overall, imports are forecast to fall an annualized 5.6% to
$840.5 million over the five years to 2020.

Importantly, while all of these countries have grown as a source for imports during the period, Mexico has had the
most robust growth. Demand for industry products from China increased at an annualized rate of 18.9%, far
outpacing the biggest source of imports, where demand for products from the United States has fallen an annualized
1.6% during the same period. All in all, import trends have worked against currency fluctuations, with the Canadian
effective exchange rate index, which measures the loonie against a basket of currencies from Canada's major
trading partners, decreasing at an annualized rate of 1.1% over the five years to 2020, which makes imports less
attractive on the domestic market. As a result, import penetration is forecast to increase over the five years to 2025
as the Canadian dollar appreciates.

Exports

Industry exports are anticipated to skyrocket, vastly outpacing revenue growth and accounting for 44.0% of total
revenue in 2020. While exports have declined as a source of revenue over the past five years, exports have grown
rapidly since 2011, when they represented less than 20.0% of revenue. This rapid growth was bolstered by the
aforementioned decline in the value of the Canadian dollar, which makes domestic products more competitive on
the global market. In particular, the United States is expected to account for the industry's largest export market, with
65.5% of total exports in 2020. Comparatively, the Netherlands, Japan and Germany are anticipated to account for
8.5%, 5.8% and 3.6% of total exports, respectively.

The majority of exports are destined for the United States due to its proximity and the low barriers to trade between
the countries of the United States-Mexico-Canada Agreement. However, the rise in demand from the Netherlands
and Germany can be explained in similar terms. The implementation of the Comprehensive Economic and Trade
Agreement between Canada and the European Union in late 2017 facilitated increased demand from European
nations. Exemplifying this trend, demand from Germany is projected to rise an annualized 20.4% over the five years
to 2020.
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Business
Locations

  Establishments in the Glasses and Contact Lens Manufacturing industry in Canada are located nationwide, with the exception of a
notable presence in the less populated provinces of Atlantic Canada and the Northern Territories. The number of industry
establishments per province is highly correlated with provincial population levels. This is because glasses and contact lens
manufacturers are typically located close to downstream wholesalers, which typically operate near densely populated areas where
demand for ophthalmic goods is high. Moreover, many smaller operators focus on custom or contract manufacturing processes
and are therefore located close to major clients to optimize turnaround time. As a result, the provinces with the largest number of
industry establishments, which are Ontario, Quebec and British Columbia, also contain the largest shares of the Canadian
population. With an estimated 39.5% of industry establishments, Ontario contains the largest number of industry establishments.

This province contains the bulk of the national manufacturing sector and borders the Mid-Atlantic and Great Lakes regions of the
United States, which are key areas where the majority of industry exports are destined. These factors provide industry operators
located in Ontario with competitive advantages. With its high population and relatively large manufacturing sector, Quebec is
home to the second-largest concentration of industry operators, accounting for 21.3% of all establishments. Finally, British
Columbia represents the Canadian province with the third-largest number of industry establishments, accounting for 17.5%.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

Market share concentration in the Glasses and Contact Lens Manufacturing industry in Canada is moderate, with
the industry's four largest companies anticipated to account for over 50.0% of industry revenue in 2020. The
industry's largest company, EssilorLuxottica SA (EssilorLuxottica), is the dominant industry player, accounting for
46.9% of industry revenue in 2020. Leveraging its economies of scale and strong buying power, the company has
kept selling prices highly competitive, attracting consumers. IBISWorld anticipates a rise in market share
concentration over the next five years due to the recent merger that formed EssilorLuxottica in 2018, creating the
largest global ophthalmic company. While EssilorLuxottica dominates the industry, most operators are very small,
relying on local, regional and niche markets through specialized manufacturing operations and custom work.
According to Statistics Canada, 47.9% of all establishments with workers employ fewer than five people.
Additionally, only 15 facilities have between 200 and 500 workers, representing only 0.6% of all establishments.
Accordingly, the smaller enterprises that characterize the domestic industry cannot effectively compete with a
market behemoth such as EssilorLuxottica, which is expected to increase its market share concentration in the
future. Additionally, concentration may increase as a result of the COVID-19 (coronavirus) pandemic. Many of these
small operators may be forced to merge or be acquired by larger operators to survive amid the weak market for
industry products.

Key Success
Factors

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

Access to the latest available and most efficient technology and techniques:
Companies must have access to the latest technology and production techniques to operate efficiently and compete
successfully with other industry operators.

Access to highly skilled workforce:
The manufacture of ophthalmic goods requires a highly skilled workforce, especially given that each pair of
eyeglasses is custom made to meet each customer's specific vision, comfort and style requirements.

Prompt delivery to market:
Consumers demand fast delivery of eye glasses and contact lenses. As a result, companies in the Eye Glasses and
Contact Lens Stores industry in Canada (IBISWorld report 44613CA) demand that industry operators promptly
deliver the products they manufacture

Establishment of export markets:
Canada is a relatively small market. Ophthalmic goods manufacturers that aim to produce on a large scale must
therefore establish substantial export operations.

Ability to provide testing or thermometers for on-site employees:
Manufacturing cannot be done remotely. As a result, operators who can keep employees safe and continue
production will have an advantage.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, varies among
operators and depends on their scale and scope of production. Industry
profit is expected to account for 7.4% of total revenue in 2020, down
from 9.7% in 2015. The industry profit margin has fluctuated slightly
over much of the five years to 2020 and has remained close to the
same level over much of the past decade. However, the COVID-19
(coronavirus) pandemic is expected to result in a temporary decline as
a result of rising economic uncertainty.

 

  Wages

Manufacturers rely on professional employees to develop new products
and custom-built frames and contact lenses. As a result, when
combined with increased automation, wages are anticipated to increase
slightly as a share of revenue over the five years to 2020, accounting
for 26.1% in 2020, up from 25.6% in 2015. The industry employs
production workers and professionals to design the products.
Production workers constitute a large share of industry employment
and earn a lower average wage. However, the industry's reliance on
scientists, researchers, marketing and legal professionals significantly
boosts the average wage of an industry employee.
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  Purchases

Purchases are this industry's greatest expense, accounting for an
estimated 34.0% of revenue in 2020. Materials used in production
include lens blanks, plastic resins and plastic sheets and rods. Industry
purchase costs have remained relatively steady over the past five
years.

 

  Marketing

Marketing costs, which are expected to account for 3.1% of industry
revenue in 2020, are relatively high, given the importance that branding
plays in expanding market share.

 

  Depreciation

Depreciation costs vary between glasses and contact lens
manufacturers depending on an operator's size and the number of
assets involved in production. The cost of new plants and
manufacturing equipment is significant and regular product innovation
necessitates consistent investment in new machinery. Depreciation is
estimated to account for 1.8% of industry revenue in 2020, up from
1.6% in 2015.
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  Rent

Rent costs are anticipated to absorb 4.6% of revenue for the average
industry operator in 2020, representing a slight increase from 4.0% in
2015.

 

  Utilities

Utility costs are anticipated to absorb 1.0% of revenue for industry
operators in 2020.

 

  Other Costs

Other expenditures include freight, rent, insurance and costs
associated with environmental law compliance. Patent infringement
costs, product recall costs, company or division restructuring costs and
acquisition costs are also common expenses for producers.
Collectively, these other costs account for an estimated 22.1% of
revenue in 2020.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Operators within the Canadian Glasses and Contact Lens Manufacturing
compete on product price, perceived quality, product diversity, design
and contracts with downstream customers.

The industry's largest operators, most notably EssilorLuxottica SA, leverage economies of scale and strong buying
power as a means of lowering selling prices and attracting cost-conscious consumers. To compete on product
quality, companies leverage research and development to develop new products or to enhance the effectiveness or
design of existing products, either of which enables operators to capture greater market share. Still, research and
development activities require substantial investment, which positions larger operators more favourably compared
with smaller businesses, further exacerbating the disparity between small and large competitors.

Manufacturers also compete to obtain supply contracts with downstream retailers and independent eye care
professionals. While retailers stock a variety of products, independent eye care professionals offer a limited range of
brands. Consequently, securing a seasoned sales staff and establishing relationships with ophthalmologists and eye
care professionals helps manufacturers win contracts with downstream buyers. These markets can be lucrative for
smaller manufacturers such as Placement Investrie Inc., which focuses on custom contact lens production to cater
to private offices and other niche markets.

EXTERNAL COMPETITION

While internal competition for the industry is relatively moderate, external
competition is very high.

The majority of external competition comes in the form of imports, which are expected to satisfy 83.9% of the
domestic demand for industry products in 2020, a share that is expected to rise in coming years. Due to high
domestic production costs, industry operators have gradually been moving or shutting down their Canadian
operations and shifting production abroad. Those industry operators that continue to operate in Canada must
compete with more cost-efficient foreign producers, many of which have higher brand name recognition, for market
share.

The industry also competes with the Hospitals industry in Canada (IBISWorld report 62211CA), which offers laser
eye surgery to individuals. This surgical process restores people's vision and eliminates the need for corrective
lenses, which dampens demand for industry goods. While the majority of Canadians use corrective lenses to treat
their vision problems, this procedure is slowly becoming more popular as its price declines and effectiveness grows.

Competition is expected to increase slightly as a result of the COVID-19 (coronavirus) pandemic. While industry
products are largely nondiscretionary purchases, some portion of consumers may choose to wait to make purchases
amid rising economic uncertainty, instead opting for what they currently have. As a result, industry operators would
have to compete more fiercely for the remaining market.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  Barriers to entry into the Glasses and Contact Lens
Manufacturing industry in Canada are high. Most
ophthalmic lens goods are manufactured under patent
protection, which acts as a barrier to entry in markets
where patented products exist. Operators entering the
industry need to either acquire a company that holds
intellectual property rights or invest in costly research and
development to manufacture a product that can compete
without infringing upon existing manufacturers' intellectual
property.

Moreover, Health Canada's relatively strict regulation and
approval processes can deter prospects from entering the
industry. Operators must also hire skilled staff to
successfully compete, which can be an obstacle due to a
scarcity of industry-relevant engineers and researchers. A
highly skilled labour force can perform efficient research
and development and reduce the frequency of
manufacturing error through systems engineering
processes. This facilitates new product introductions,
which can give an operator a competitive advantage if a
new, patented product becomes widely used. In addition,
the industry is subject to a medium level of regulation and
a fast rate of technological change, which could also act
to prevent entry.

In addition, competition from foreign producers is very
high and satisfies an estimated 83.9% of domestic
demand for eyeglasses and contact lenses in 2020. As
imports satisfy a large share of domestic demand for
corrective lenses and other industry goods, opportunities
for new entrants will diminish, discouraging companies
from beginning operations in Canada. However, this
pattern is mitigated in part by the rapid rise in exports,
translating into new and diverse international markets for
industry operators, offering a potential avenue for success
upon entry.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change High  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Glasses and Contact Lens Manufacturing industry in Canada is highly globalized. Trade plays a very important role
in industry operations, with export sales estimated to represent 44.0% of industry revenue and imports comprising a
significant 83.9% of domestic demand for eyeglasses, contact lenses and other industry products in 2020. While exports'
share of revenue is anticipated to fall to this level from 48.1% in 2015, this is still a much larger share than before the
current period, representing a significant trend toward satisfying demand in international markets. The importance of trade
to industry operations is expected to grow over the five years to 2025, resulting in increasing levels of globalization.

Global manufacturing of eyeglasses and contact lenses is dominated by a relatively small number of multinational
companies, namely industry leader EssilorLuxottica SA (EssilorLuxottica), the Cooper Companies Inc. and Johnson &
Johnson. While global ophthalmic goods manufacturer EssilorLuxottica maintains a relatively small portion of the
company's total operations in Canada, such operations generate the bulk of industry revenue.

This high level of globalization could exacerbate revenue declines as a result of the COVID-19 (coronavirus) pandemic.
While trade is not closed, the logistical issues surrounding trade amid a pandemic, namely supply chain disruptions and
concern about spreading the virus, have severely hampered global trade. This trend is expected to eat into industry
revenue in 2020.
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Major Companies

Major Players EssilorLuxottica SA

Market Share: 46.9%

  EssilorLuxottica SA (EssilorLuxottica) is the world's largest glasses and lenses manufacturer and distributor. The
company was formed in 2018 following the merger of Essilor International SA (Essilor International), a French-based
international ophthalmic optics company, with Luxottica Group SpA, an Italian eyewear company. The company
employed over 150,000 workers worldwide and recorded revenue of over $25.9 billion in 2019 (latest data
available). EssilorLuxottica participates in industry-relevant operations through Essilor International. Essilor
International maintains 33 plants, 449 prescription laboratories and edging facilities and five research and
development centres globally.

Essilor International's industry-relevant subsidiary, Essilor Canada, was founded in 1972 and is headquartered in
Waterloo, ON. Essilor Canada's manufacturing operations consist of 40 local full-service optical laboratories, three
digital surfacing laboratories and four coating facilities. The company employs over 1,000 workers domestically. The
company divides its operations into three product segments, two of which are industry relevant. The lenses and
optical instruments segment accounts for 87.0% of the company's revenue, with the sunglasses and readers
segment generating an additional 10.0%. The remaining revenue is generated by the company's equipment
segment, which is not relevant to the industry.

Financial performance

Essilor Canada's growth was strong over much of the five years to 2020, aided by worldwide sales growth and
aggressive acquisition activity and the heavy influence of currency fluctuations, since the company reports its
financial information in euros. However, the COVID-19 (coronavirus) pandemic is expected to stunt this growth.
Specifically, company revenue is anticipated to grow at an annualized rate of 0.6% to $142.0 million over the five
years to 2020. During the period, Essilor Canada has leveraged its economies of scale and strong buying power to
keep selling prices low and boost sales. Nonetheless, intense price-based competition from glasses and lenses
imports has adversely affected profit margin. As a result of these cost-saving initiatives, the company is expected to
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consistently experience a profit margin of over 16.0%, which is well above that of the average industry operator. Still,
the company's operating income, measured as earnings before interest and taxes, is projected to fall at an
annualized rate of 0.2%, resulting in a marginal decrease in its profit margin during the period since it is not climbing
as quickly as revenue.

 
EssilorLuxottica SA (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 137.8 N/C 24.3 N/C
2016 150.9 9.5 26.1 7.4
2017 158.7 5.2 26.4 1.1
2018 164.3 3.5 28.2 6.8
2019 171.5 4.4 29.2 3.5
2020 142.0 -17.2 24.1 -17.6

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

Other Companies Outlook Eyewear Canada Limited

  Market Share: 3.2%
  Outlook Eyewear Canada Limited (Outlook Eyewear) is headquartered in Mississauga, ON and has been in

business for over 40 years. The company specializes in the production and distribution of premium sunglasses, a
notoriously high margin component of industry operations. The company's products are higher value-added, with
features including polarized lenses and bamboo frames. Overall, Outlook Eyewear maintains a single manufacturing
facility in Ontario, which employs an estimated 40 workers. IBISWorld anticipates that the company will generate
$10.0 million in 2020.

CooperVision Inc.

  Market Share: 1.6%
  Founded in 1986, CooperVision Inc. (CooperVision), formerly Blanchard Contact Lens Inc., is a soft contact lens

manufacturer headquartered in Pleasonton, CA. CooperVision develops, manufactures and markets a range of
contact lenses to a worldwide market. In addition to its production facilities in the United States, Puerto Rico and
Mexico, the company maintains a 35-employee establishment Sherbrooke, QC. The company specializes in the
production of a variety of soft contact lenses, including spherical and multifocal varieties. IBISWorld expects
CooperVision to generate $5.1 million in industry-relevant revenue in 2020.

Placement Investrie Inc.

  Market Share: 0.2%
  Placement Investrie Inc. (Placement Investrie), established in 1983 in Sherbrooke, QC, is a contact lens

manufacturer. Importantly, the company specializes in the custom production of soft, rigid and rigid gas permeable
contact lenses in spherical, toric, bifocal and toric-bifocal iterations. The company is one of the only laboratories in
Canada that manufactures soft toric-bifocal lenses, positioning Placement Investrie favourably for this niche market.
The company has a staff of fewer than 10 people in its single manufacturing facility. While the company is private
and does not disclose its financial information, IBISWorld estimates that its industry-relevant revenue will reach $0.8
million in 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Glasses and Contact Lens Manufacturing industry in
Canada exhibits a low level of capital intensity. Using
wages as a proxy for labour and depreciation as a proxy for
capital, IBISWorld estimates that for every $1.00 spent on
labour in the industry, $0.07 will be spent on capital in
2020, up from $0.06 in 2015. Industry capital investments
include spending on lens grinding equipment, lensometers
and other equipment required to manufacture highly
technical and often custom-made ophthalmic goods.

To remain afloat, many glasses and contact lens
manufacturers have focused on increasing automation,
such as investing in software that helps automate the
manufacturing process, which has further contributed to the
decline in capital intensity during the period. This trend has
caused depreciation to account for a larger share of total
revenue for some companies. Skilled specialists, who
command high salaries, are needed to research, develop
and monitor eyeglasses and contact lens production. As a
result, labour costs still account for a relatively large share
of industry revenue, thereby limiting capital intensity.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

Very Low Innovation
Concentration

Very
Unlikely

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

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

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.

Low Market
Concentration

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

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

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

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

Technological innovation has recently and is expected to continue to affect the
Glasses and Contact Lens Manufacturing industry in Canada.

While the persistence favorable trends, such as an aging population, would seem to stimulate demand for industry
products, corrective vision surgeries, such as LASIK, are becoming more of a threat to the industry. As medical
technologies continue to improve, these corrective vision surgeries are becoming more effective and less expensive for
consumers, making these services a viable alternative to eye glasses and contact lenses.

The level of technology change is    High

  The Glasses and Contact Lens Manufacturing industry in Canada relies heavily
on technological innovation.

Industry operators patent their inventions to keep competitors from accessing the technology that they develop to remain
competitive and gain market share.

The industry's largest player, EssilorLuxottica SA (EssilorLuxottica), holds over 9,000 patents and developed the first
organic or plastic lens and the world's first organic photochromic lens. EssilorLuxottica also introduced its Varilux series,
designed to address the key visual challenges of modern presbyopes and the only lens to feature Xtend technology, a
design calculation that extends the area of sharp vision within arm's reach. Most recently, the company created Eye Protect
System, the first embedded protection against blue-violet light in a clear lens.
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Orthokeratology (Ortho-K) is a nonsurgical procedure that eliminates the need for vision corrective lenses. The technology
involves the use of contact lenses to reshape the cornea of the eye. Reverse geometry contact lenses are used to
accurately flatten the cornea of the eye, bringing the eye into focus. These specially designed, highly oxygen-permeable
contact lenses are worn only at night. Upon removal, the cornea retains its flattened shape for all or most of the following
day. This nonsurgical process successfully treats myopia (i.e. nearsightedness) and some degree of farsightedness.

Ultimately, while eyeglasses are generally more static in terms of technological innovation, the majority of research and
development emphasizes contact lens development.

Revenue
Volatility

The level of volatility is    Medium

  The Glasses and Contact Lens Manufacturing industry in Canada is subject to
a moderate level of revenue volatility, with an annualized revenue fluctuation
of 5.8% over the five years to 2020.

Over the past five years, revenue increased as much as 10.3% in 2016 and is expected to decline as much as 7.5% in
2020. Producers of eyeglasses and contact lenses benefit from the nondiscretionary nature of corrective lenses, as they
are essential for consumers with poor eyesight. Furthermore, once a consumer begins using corrective lenses, most
individuals are lifetime consumers of ophthalmic products. Eye conditions generally do not improve over time and changes
in the eye mean that individuals need to update their prescribed lenses regularly. While this holds true under most
circumstances, when disposable income declines or when prices increase drastically, consumers are more inclined to hold
off on upgrading their lenses or buying new products. Rising income levels over the past five years have contributed to
consistent revenue growth, mitigating the level of revenue volatility.

Patent expirations and the introduction of new products also drive revenue volatility. New surgical ophthalmic solutions
often encourage people to have surgery and an increase in the number of LASIK surgery procedures to correct eyesight
are expected to reduce demand for ophthalmic goods. Additionally, the increasingly dominant position of imported industry
products in the Canadian market has damaged industry revenue stability. Conversely, factors such as the aging of the
Canadian population and growth in public and private healthcare spending are anticipated to generate greater demand for
ophthalmic goods.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

All medical products in Canada, including eyeglasses and contact lenses, are
subject to Health Canada's regulations.

All medical products manufactured by operators in the Glasses and Contact Lens Manufacturing industry in Canada are
regulated under the Food and Drugs Act and the Medical Devices Regulations (MDR). Enacted in 1998, the MDR establish
safety and effectiveness requirements for all medical products and require imports to bear a compliant label before they can
be sold in Canada. The Food and Drugs Act grants permission to Canadian manufacturers to export products in
accordance with the receiving country's laws, regardless of domestic approval status. As a result of this export provision,
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some foreign-owned companies have been prompted to establish export manufacturing from Canada.

All medical products must be manufactured and designed under a registered quality management system (QMS) that
meets the criteria of the Canadian National Standard CAN/CSA ISO 13485:03. However, QMS regulations do not apply to
Class I medical devices, which include eyeglasses and contact lenses. However, aesthetic and decorative contact lenses,
such as coloured lenses without a prescription, are considered Class II medical devices due to the precarity of certain dyes
and the ubiquity of unlicensed manufacturers of fashion contact lenses. Medical devices are regulated under a risk-based
system, with Class I being the lowest risk and Class IV being the highest risk. The Canadian Risk-Based Classification
System, under the auspices of the Therapeutic Products Division of Health Canada, determines these classifications. Some
industry products are classified as Class I due to their relative simplicity and thus, will not be subject to the same QMS.

The Medical Devices Regulations require manufacturers, importers and distributors to maintain distribution records for each
medical product sold in Canada. The distribution records must provide sufficient information for a complete and rapid
withdrawal of the product from the market, if necessary. Furthermore, manufacturers, importers and distributors are
obligated to keep records of reported problems relating to the performance and safety of medical equipment and actions
taken in response to adverse incidents and recalls. If a recall is necessary, the manufacturer or importer must report to the
Ministry of Health the results of the recall and the preventative measures.

Industry
Assistance

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

The Glasses and Contact Lens Manufacturing industry in Canada receives
little assistance from the government.

The majority of industry products are not protected by tariffs, with the exception of a 5.0% tariff on sunglasses imports.
While the Canada Health Act, the basis of Canada's public health system, does not provide funding for vision care, some
federal and provincial laws subsidize corrective lenses purchases for certain Canadian citizens. For example, the
Employment and Assistance Program of British Columbia provides annual prescription eyeglasses coverage, based on the
type of eyewear product required, such as single vision or bifocal lenses. Such programs help to induce demand for
industry products, although they are currently limited to provincial levels.

Outside of government assistance, there are various trade organizations for related, although not industry-specific
participants. For example, the Canadian Association of Optometrists, the Canadian Ophthalmological Society and the
Opticians Association of Canada all provide educational and enterprise resources for their respective industry. While not
directly assisting industry operators, these organizations support crucial downstream markets which then indirectly bolster
demand for industry products and services.

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 will also 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)

Research and
development
expenditure

($b)
2011 287 108 125 106 1,483 55.4 746 70.3 977 29.2
2012 272 101 122 103 1,453 81.2 865 67.3 1,056 29.2
2013 262 97.4 121 101 1,507 82.6 942 69.8 1,121 29.0
2014 261 95.2 122 101 1,560 99.2 1,036 68.3 1,199 30.1
2015 264 97.4 123 101 1,625 127 1,119 67.6 1,256 29.4
2016 291 111 119 98.0 1,823 131 1,121 73.8 1,281 29.7
2017 308 117 119 97.0 1,952 141 1,107 80.4 1,274 29.0
2018 323 115 125 102 2,127 139 1,117 81.6 1,301 30.5
2019 327 121 123 100.0 2,161 157 1,078 82.9 1,249 31.0
2020 303 107 118 96.0 2,073 133 841 78.9 1,010 31.4
2021 319 117 121 98.0 2,167 150 893 82.6 1,062 31.8
2022 331 121 122 99.0 2,242 163 923 85.5 1,090 32.2
2023 338 124 123 100.0 2,300 168 946 87.7 1,116 32.7
2024 344 126 125 101 2,344 173 966 89.3 1,138 33.1
2025 349 128 126 102 2,381 175 981 90.7 1,155 33.5

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Research and
development

expenditure (%)
2011 4.18 -1.82 -1.58 -0.94 4.80 3.35 1.19 2.18 1.93 2.45
2012 -5.24 -6.47 -2.40 -2.84 -2.03 46.6 16.0 -4.27 8.02 0.00
2013 -3.54 -3.76 -0.82 -1.95 3.71 1.72 8.85 3.71 6.21 -0.69
2014 -0.27 -2.26 0.82 0.00 3.51 20.1 10.0 -2.15 6.88 3.79
2015 0.99 2.31 0.81 0.00 4.16 27.8 7.96 -1.03 4.81 -2.33
2016 10.3 13.9 -3.26 -2.98 12.2 3.23 0.18 9.17 2.01 1.02
2017 5.63 5.04 0.00 -1.03 7.07 7.33 -1.30 8.94 -0.60 -2.36
2018 5.00 -1.04 5.04 5.15 8.96 -0.79 0.95 1.49 2.13 5.17
2019 1.36 4.94 -1.60 -1.97 1.59 12.5 -3.51 1.59 -4.01 1.63
2020 -7.55 -11.8 -4.07 -4.00 -4.08 -15.1 -22.0 -4.83 -19.1 1.29
2021 5.35 9.46 2.54 2.08 4.53 12.5 6.21 4.68 5.12 1.27
2022 3.66 3.51 0.82 1.02 3.46 9.07 3.40 3.51 2.68 1.25
2023 2.35 2.48 0.81 1.01 2.58 2.93 2.50 2.57 2.39 1.55
2024 1.71 1.85 1.62 1.00 1.91 2.55 2.09 1.82 1.91 1.22
2025 1.42 1.50 0.80 0.99 1.57 1.62 1.58 1.56 1.53 1.20

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 37.8 76.3 19.3 193 24.5 11.9 47,404
2012 37.3 82.0 29.9 187 24.8 11.9 46,318
2013 37.2 84.0 31.5 174 26.6 12.5 46,317
2014 36.4 86.5 38.0 168 26.1 12.8 43,782
2015 36.9 89.1 48.0 162 25.6 13.2 41,600
2016 38.1 87.5 45.0 160 25.3 15.3 40,483
2017 37.9 86.9 45.7 158 26.1 16.4 41,189
2018 35.7 85.9 43.2 152 25.3 17.0 38,364
2019 37.0 86.3 47.9 152 25.3 17.6 38,362
2020 35.2 83.2 44.0 146 26.1 17.6 38,061
2021 36.6 84.1 47.0 147 25.9 17.9 38,117
2022 36.6 84.7 49.4 147 25.9 18.4 38,136
2023 36.6 84.8 49.7 147 25.9 18.7 38,130
2024 36.7 84.9 50.1 147 25.9 18.8 38,097
2025 36.7 85.0 50.2 147 26.0 18.9 38,093

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Canadian Association of Optometrists
http://www.opto.ca

Opticians Association of Canada
http://www.opticians.ca

Vision Council
http://www.visioncouncil.org

Industry Jargon LASER EYE SURGERY
The removal of eye tissue with a laser to correct corneal irregularities.

LENS BLANK
Generic lenses for glasses that need to be cut and shaped to prescription and fit to frame.

LENSOMETER
Also known as a lensmeter, this device verifies that a lens prescription is correct and that the lens is correctly
mounted on a frame.

MYOPIA
Seeing close objects clearly while distant objects appear blurred; often referred to as nearsightedness.

OPHTHALMOLOGIST
A physician who specializes in the diagnosis and treatment of eye diseases.

OPTOMETRIST
A person who is professionally trained and licensed to check the eyes for visual defects, diagnose problems and
prescribe corrective lenses or other solutions.

ORTHO-K LENSES
Rigid lenses with the ability to reshape the cornea over time; limited to mild cases of myopia and astigmatism.

PRESBYOPIA
A condition where an individual loses his or her ability to focus on close-up objects.

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

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

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

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

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

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

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

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

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

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

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

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

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