
 

 

 
 
 

 
Anticipated acquisition by Essilor International (Compagnie Générale 
D'Optique) SA of Shamir Optical Industry Limited 
 
ME/4732/10 

 
The OFT's decision on reference under section 33(1) given on 20 December 
2010. Full text of decision published 18 February 2011. 
 

 

Please note that the square brackets indicate figures or text which have been 
deleted or replaced in ranges at the request of the parties or third parties for 
reasons of commercial confidentiality.  

 
PARTIES 
 
1. Essilor International (Compagnie Générale D'Optique) S.A. ('Essilor') is a 

French company listed on Euronext. It is the parent and holding company 
for the Essilor Group of companies, whose main activities are the 
manufacture and supply of finished glass and plastic ophthalmic lenses to 
opticians worldwide. Essilor is also a wholesaler of ophthalmic substrate1 to 
independent laboratories and to integrated optician chains which have their 
own labs. Essilor's UK turnover was £[ ] million in 2009. 
 

2. The main Essilor companies active in the supply of ophthalmic lenses in the 
UK are Essilor Limited, BBGR Limited and Signet Armorlite Europe Limited,2 
which are integrated manufacturers of ophthalmic lenses; Wholesale Lens 
Corporation Limited ('WLC'),3 which is a wholesale supplier of ophthalmic 

                                         
1 Ophthalmic substrate is a semi-finished plastic ophthalmic lens. Substrate requires further 
laboratory processing before the lens can be sold to the end customer.  
2 ME/3992/09 'Anticipated acquisition by Essilor International (Compagnie Générale D'Optique) 
S.A. of Signet Armorlite Inc' 11 March 2009 
3 ME/4154/09 'Anticipated acquisition by Essilor International (Compagnie Générale D'Optique) 
S.A. of Wholesale Lens Corporation Ltd' 27 July 2009 
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lenses; and Horizon Optical Company Limited ('Horizon'),4 Sinclair Optical 
Services Co. Ltd ('Sinclair'), United Optical Laboratories Ltd ('United') and 
Leicester Optical Limited, which are prescription laboratories.  
 

3. Essilor also has a 50/50 joint venture in Japan with Nikon Corporation, 
called Nikon Essilor Co. Ltd. The joint venture is active in the UK through 
its wholly-owned subsidiary, Nikon Optical UK Limited ('Nikon UK'), and 
supplies Nikon branded ophthalmic lenses to customers in the UK. Certain 
Essilor subsidiaries also provide glazing and mounting services and supply 
spectacle frames to customers in the UK. 
 

4. Shamir Optical Industry Ltd ('Shamir') is an Israeli company with a joint 
listing on the Tel Aviv Stock Exchange and the NASDAQ Global Market, 
although the majority of its shares are privately owned. The main activity 
of Shamir is the manufacture and supply of finished glass and plastic 
ophthalmic lenses to opticians worldwide. Shamir also manufactures 
ophthalmic substrate. The activities of Shamir's UK subsidiaries are limited 
to glazing and distribution of finished lenses. Shamir's UK turnover was £[ ] 
million in 2009.  

 
 

TRANSACTION 
 

5. As part of the transaction, Essilor has agreed to purchase a 50 per cent 
indirect interest in Shamir through an acquisition of 50 per cent of shares in 
Shamir Optica Holding A.C.S (Shamir Holdings) which after the transaction 
will own 100 per cent of shares in Shamir. Essilor's acquisition of shares in 
Shamir Holdings is for a consideration of approximately US$130 million.  
 

6. Although after the transaction, Essilor and Kibbutz Shamir A.C.S., an Israeli 
agricultural cooperative society ('Kibbutz Shamir'), will each own 50 per 
cent of shares in Shamir Holdings (each indirectly own 50 per cent of 
shares in Shamir), Essilor will have sole control of Shamir. However, under 
the terms of the sale agreement, Shamir will retain its operational 
independence, maintain autonomy over its R&D capabilities, and preserve 
its existing culture.  
 

                                         
4 ME/4258/09 'Anticipated acquisition by Essilor International (Compagnie Générale D'Optique) 
S.A. of Horizon Optical Company Ltd' 5 November 2009 
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7. The transaction has been notified in Portugal, Spain and the UK. The 
transaction was announced on 15 October 2010 and the administrative 
deadline for a decision is 20 December 2010.  

 

JURISDICTION 
 

8. As a result of this transaction Essilor and Shamir will cease to be distinct. 
The parties overlap in the supply of ophthalmic substrate, finished glass 
ophthalmic lenses and finished plastic ophthalmic lenses in the UK. The 
parties have an estimated share of supply of [30-40] per cent in the supply 
of ophthalmic substrate in the UK. As a result, the share of supply test in 
section 23 of the Enterprise Act 2002 (the Act) is met. The OFT therefore 
believes that it is or may be the case that arrangements are in progress or 
in contemplation which, if carried into effect, will result in the creation of a 
relevant merger situation.  

 

RATIONALE FOR THE MERGER 
 
9. The parties submit that as a result of the merger Shamir's operations will 

benefit from Essilor's international network, enabling it to access, and 
expand in, new markets worldwide. The merger is also expected to create 
cost efficiencies with Shamir benefitting from Essilor's better procurement 
processes resulting in lower purchase prices for its inputs, such as liquid 
monomer. The parties also anticipate co-operation on R&D projects such as 
developing new lens designs which, absent the merger, would not occur.  

 
MARKET DEFINITION 
 
BACKGROUND 
 
Ophthalmic lens supply chain and types of lenses 
 

10. The diagram below shows the supply chain from the supply of chemicals 
for the substrate to the consumer purchase. The parties compete at stages 
two and three of the supply chain.  
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11. Stage 1. Raw material manufacture: glass is produced for glass lenses and 

liquid monomer is produced for plastic lenses. 
 

12. Stage 2. Lens manufacture: liquid monomer or glass is processed to 
produce ophthalmic substrate (semi-finished lenses). Ophthalmic substrate 
is created by two types of firms: independent manufacturers that do not 
complete further lens processing and integrated manufacturers with labs 
(such as the merging parties), which also complete additional processing 
(including coating or tinting and shaping).5  
 

13. Stage 3. Lens shaping and additional processing: prescription labs 
shape/develop semi-finished lenses into finished single vision, bi-trifocal 
and progressive lenses and apply anti-reflective, scratch-resistant or easy 
cleaning coatings according to the preferences of the end-user. This 
process can be completed by integrated manufacturers, independent 

                                         
5 Independent manufacturers sell substrate to independent laboratories (such as Norville, Galaxy 
Optical and Dunelm) and to large optical retail chains which have laboratories (such as 
Specsavers and Vision Express). Integrated manufacturers sell substrate to these two types of 
customers as well, but they also complete an additional stage of processing on behalf of 
opticians: the final stage of processing creates lenses which are ready to be sold to patients. 
Integrated manufacturers therefore compete downstream with independent laboratories, their 
upstream customers. 

using Design 
Service technology 
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laboratories, and large optical retail chains which have laboratories in-
house.6  
 

14. Finished lenses can be designed to target alternative vision defects:  
 
• Single vision: these have the same optical correction over the surface of 

the lens and require minimal additional processing of ophthalmic 
substrate, except when a patient requests further processing, such as 
coating or tinting. 

 
• Bi/tri-focal: these provide two or three different vision corrections 

across the surface of the lens. So, for example, bi-focals may correct 
near vision in the lower part of the lens and distance vision in the upper 
part of the lens. 

 
• Progressive: also known as varifocals, these lenses provide more than 

one vision correction in the same way as bi-trifocal lenses. The 
important difference between bi-trifocals and varifocals is that there is 
no visible line on the plane of the lens where the lens changes from 
correction of near vision to the correction of distance vision. The key 
benefit to patients is that they do not need to make significant head 
movements to look through a different corrective part of the lens. 
Because of the complexity of the technology and the manufacturing 
process, progressive lenses are typically more expensive than single 
vision and bi-trifocal. 

 
15. Stage 4. Lens glazing and mounting: finished lenses are shaped to fit 

spectacle frames, mounted onto spectacle frames, and made ready for sale 
to patients. Due to varying degrees of vertical integration these services 
may be carried out by the laboratories or by their customers. 

 

                                         
6 Integrated manufacturers and independent laboratories also sell finished prescription lenses to 
independent opticians and non-integrated optician chains. Importantly, branded substrate 
processed by independent laboratories retains the original manufacturer's brand when sold to 
opticians, even though the original manufacturer did not complete the final stage of processing. 
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Product scope 
 
16. The parties submitted that the appropriate market definition should be (i) 

the supply of ophthalmic substrate and (ii) the supply of ophthalmic lenses. 
This broadly follows the European Commission's (EC) decision in the 
Zeiss/EQT/Sola JV in 2005,7 which considered the manufacture of 
ophthalmic substrate and finished plastic ophthalmic lenses. While for the 
purposes of that decision the precise definition of the product market was 
left open, the EC's market investigation broadly supported a market 
definition that segmented the manufacture of ophthalmic lenses by material 
(either plastic or glass) and by the type of corrective design (single vision, 
bi/tri-focal, progressive). However, the EC also noted that there was some 
evidence of supply-side substitutability between glass and plastic lenses, 
and between suppliers of all types of corrective designs.  

 
Ophthalmic Substrate 
 
17. Essilor defines ophthalmic substrate as 'semi-finished lenses and finished 

single-vision lenses that require additional shaping, according to the desired 
correction type, and/or processing.' In Essilor International/Signet Amorlite, 
the OFT agreed with this definition and considered whether the market 
should be subdivided into generic and branded substrate but did not 
conclude on this point as competition concerns did not arise on either 
approach.  
 

18. Essilor does not agree with the sub-division of ophthalmic substrate. Third 
party responses received in the current case supported OFT's findings in 
Essilor International/ Signet Amorlite, that switching between suppliers of 
substrate for single vision and bi/tri-focal lenses was possible for both 
branded and generic but would be less able to switch away from an 
optician's preferred brand of progressive lens. Indeed, it was noted by third 
parties that Essilor has a strong brand for varifocal lenses – Varilux – which 
customers are aware of and request.  

 
19. This evidence suggests that there is some substitution between branded 

and generic substrate for single and bi/tri-focal lenses, although less so for 
progressives due to the importance of branding. It has not been necessary, 
however, to conclude on whether or not generic and branded lenses are 

                                         
7 Comp/M.3670 – Zeiss/EQT/Sola JV 2005 
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part of the same market as competition concerns do not arise on either 
basis.  
 

Finished Ophthalmic lenses 
 

20. Finished ophthalmic lenses are prepared for the prescribed requirement of 
the end customer. Consequently, there is little scope for a customer or 
prescribing optician to deviate from the prescribed corrective design. 
Notwithstanding this limited demand side substitutability, the parties noted 
that the majority of lens manufacturers supply lenses in all three corrective 
designs and this was corroborated by several third parties. The OFT noted 
that this was likely to be because similar technology, materials and 
institutional knowledge are required to manufacture all three designs. This 
would suggest that supply side substitution by the lens manufacturer is 
feasible and may indicate that all three corrective designs can be regarded 
as being in the same market, provided any such supply-side substitution is 
also profitable in response to a small but significant and non-transitory 
increase in the price of a corrective design and that the conditions of 
competition in each type of corrective design are the same, so that they 
can be aggregated into a single market without affecting the OFT's 
assessment of the competitive effects of the merger.8  
  

21. The OFT noted that [ ]. This may indicate that, following a small increase in 
the relative price of single vision or bi/tri-focal lenses, firms would not 
switch away from supplying progressive lenses towards single vision and 
bi/tri-focal lenses. This may give more credence to the indication that 
progressive lenses are in a separate market. However, because neither 
market definition results in competition concerns, it is not necessary to 
conclude on whether single vision, bi/tri-focals and progressive lenses are 
in separate markets. 

 
Plastic vs glass lenses 
  
22. The OFT also considered whether glass and plastic lenses are in the same 

market. Figures provided by the parties indicated that glass ophthalmic 
lenses constitute only around one percent of the lens sales in the UK. As 
identified in the Essilor/Signet case, there are several distinct features 
(including price, weight, fragility and absorption of UV-light) which may 

                                         
8 See Merger Assessment Guidelines paragraph 5.2.17. 
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suggest that they are not substitutes on the demand side. The parties 
submitted that whilst there is limited demand-side substitution between 
glass and plastic lenses, the fact that all leading lens suppliers in the UK, 
with the exception of [ ], supply both glass and plastic lenses points to the 
fact that the two materials are substitutable from a supply-side 
perspective.  
 

23. As no competition concerns arise even on the narrow market definition of 
plastic ophthalmic lenses, the OFT did not consider it necessary to 
conclude on this point.  

 
Other sight corrective options 
  
24. Customers requiring prescription lenses have two other alternatives that 

may be open to them: contact lenses and laser corrective surgery. The 
parties submitted that from a demand side perspective, there is a degree of 
substitutability as these other options also resolve vision defects. However, 
from a supply side perspective it is not straight-forward to switch from the 
manufacture of contact lenses or the supply of refractive eye surgery 
services to the manufacture of ophthalmic lenses (or vice versa), since the 
technology, machinery and know-how are different in each case.  
 

25. Whilst other sight corrective options may be considered as alternatives to 
ophthalmic lenses by some customers, the OFT did not consider it 
necessary to conclude on this point as no competition concerns arise even 
on the narrow market definition of plastic lenses. 

 
Conclusion on product scope 
  
26. In conclusion, while the OFT did not consider it necessary to conclude on 

product scope as no competition concerns arise on any basis, the OFT has 
assessed the merger on the basis of the supply of ophthalmic substrate 
(branded and generic) and the supply of ophthalmic lenses (both glass and 
plastic and all corrective designs).  
 

Geographic scope 
 
27. The EC, in its decision on Zeiss/EQT/Sola, suggested that the relevant 

geographic market for ophthalmic substrate would be at least EEA-wide 
and possibly worldwide but left open the precise definition. The parties 
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submitted that the geographic market for ophthalmic substrate is 
worldwide. While noting the parties views, the OFT did not consider it 
necessary to conclude on the geographic scope as no competition concerns 
arise even on the narrow market definition of the UK. Therefore, for the 
purposes of its review, the OFT has taken the geographic scope of the 
ophthalmic substrate market to be the UK.  

 
28. With regard to finished ophthalmic lenses, the parties submitted that UK 

opticians are increasingly sourcing finished lenses from laboratories located 
outside the UK and suppliers are increasingly centralising their processing 
facilities in a particular location to serve the whole of Europe. The parties 
therefore argue that the geographic market for the supply of finished 
ophthalmic lenses may be wider than national in scope, and likely to be 
EEA-wide. However, in the course of our investigation, some customers 
indicated that they would prefer a UK presence as a point of contact and 
that foreign suppliers (including South East Asian suppliers) will have a 
partner in the UK as a contact point.  

 
29. In conclusion, the geographic scope of the finished lens market is likely to 

be at least UK wide. The OFT, however, did not consider it necessary to 
conclude on the geographic scope as no competition concerns arise even 
on the narrow market definition of the UK. Therefore for the purposes of its 
review, the OFT has taken the geographic scope of the finished lens market 
to be the UK.  

 
 

HORIZONTAL ISSUES 
 

UNILATERAL EFFECTS 
 
Market shares 
 
Ophthalmic substrate 
 
30. Essilor does not manufacture ophthalmic substrate in the UK but has 15 

manufacturing facilities worldwide, four of which are in Europe – three in 
France and one in the Republic of Ireland. Shamir manufactures its 
ophthalmic substrate at its three manufacturing facilities in Israel and most 
of Shamir's ophthalmic substrate is supplied intra-group, but it supplies a 
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small amount to independent laboratories and integrated opticians in the 
UK. 

 

31. Essilor estimates that the amount of ophthalmic substrate used by all 
laboratories in the UK in 2009 was approximately [20-25] million units.9 
Excluding intra-group supplies of ophthalmic substrate to laboratories in the 
UK, Essilor estimates that the amount of ophthalmic substrate supplied to 
third parties in the UK in 2009 is approximately [10-15] million units. The 
market shares are presented in Table 1. Whilst the increment is relatively 
small, the combined market share post-merger is around [30-40] per cent. 

 
Table 1: Ophthalmic substrate – UK sales in units – 2009 – including 
intra-group sales10 

 

Name Sales (units) Share of UK supply 
per cent 

Essilor [ ] [30-40] 

Shamir [ ] [0-5] 

Combined [ ] [30-40] 

Others [ ] [60-70] 

Total [20-25],000,000 100.0 

 Source: The Parties 
 
Finished Ophthalmic lenses 

 
32. The parties provided the following market shares for finished ophthalmic 

lenses.  
 

                                         
9 The parties indicated that this is made up of semi-finished single-vision, bi-trifocal and 
progressive lenses, and excludes stock finished single-vision lenses, which do not require 
additional shaping and processing. They estimated that semi-finished lenses account for 
approximately [50-60] per cent of all lenses manufactured (that is, semi-finished single-vision bi-
trifocal and progressive lenses (approx. [50-60] per cent) and stock finished single-vision lenses 
(approx. [40-50 per cent)). 
10 The parties note that this may underestimate the true size of the market, since it may not take 
account of integrated manufacturers that outsource part of their ophthalmic substrate 
requirements to third parties. 
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Table 2: All finished glass and plastic ophthalmic lenses, UK sales by 
volume and value, 2009 
 

Name 
Sales 

(million 
units) 

Share of 
UK supply 

(units) 
per cent 

Sales 
(value) 

£ million 

Share of UK 
supply (value) 

per cent 

Essilor [ ] [20-30] [ ] [30-40] 
Shamir [ ]  [0-5] [ ] [0-5] 
Nikon  [ ] [0-5] [ ] [0-5] 
Combined 
(excluding Nikon) 

[ ]  [30-40] [ ] [30-40] 

Combined 
(including Nikon) 

[ ]  [30-40] [ ] [30-40] 

Carl Zeiss [ ] [10-20] n/a n/a 

Hoya [ ] [5-10] n/a n/a 

Jai Kudo [ ] [0-5] n/a n/a 

Norville [ ] [0-5] n/a n/a 

Rodenstock [ ] [0-5] n/a n/a 

Seiko [ ] [0-5] n/a n/a 

Others [ ] [30-40] [ ] [60-70] 

Total [40-50] 100 [250-300] 100 

 Source: The Parties 
 
33. The OFT noted that the market shares provided by the parties in their 

submission differ from those in the 'Strategy with vision' (SWV)11 report.12 
For all finished lenses, the parties identify combined market shares of [30-
40] per cent and [30-40] per cent by volume and value respectively. The 
figures in the SWV report would suggest comparable figures of [40-50] per 
cent and [40-50] per cent. 

 
34. The parties submitted that the divergence between the two estimated 

market shares is mainly due to the fact that SWV estimates do not take 
into account ophthalmic lenses supplied to Specsavers from LensOnLine 
and three UK Labs which were identified for the first time in its 2009 

                                         
11 Since 2001, SWV, an industry consultancy, has produced an annual report on the European 
vision care markets which includes ophthalmic lenses and frames.  
12 SWV Report 2009-2010. Page 15 and 54 
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report.13 Furthermore, the parties explained that whilst their estimates are 
based on actual sales data, SWV's estimates are not and this may explain 
any remaining differences in estimates of market shares for Nikon, Signet, 
WLC and Shamir.  

 
35. For this reason, the OFT takes the view that, in this case, it is appropriate 

to take the parties' own estimates. Based on the parties' data, the 
estimated increment for all finished glass and plastic lenses both by units 
and value resulting from the merger is small.  

 
• In single-vision, the estimated increment will be [zero-five] per cent by 

value and [zero-five] per cent by volume, giving a combined share of 
[40-50] per cent by value and [30-40] per cent by volume.  
 

• In bi/tri-focal, the estimated increment will be [zero-five] per cent by 
value and [zero-five] per cent by volume, giving a combined share of 
[20-30] per cent by value and [10-20] per cent by volume.  
 

• In progressives, the estimated increment will be [zero-five] per cent by 
value and [zero-five] per cent by volume, giving a combined share of 
[40-50] per cent by value and [20-30] per cent by volume 

 
36. The market shares for both ophthalmic substrate and all finished 

ophthalmic lenses post-merger are at or below 40 per cent. Based on 
previous OFT decisions these market shares would not necessarily give the 
OFT cause for concern over unilateral effects in a market of this sort. 
Nevertheless, the OFT considered evidence on the closeness of competition 
between the parties and on the extent of spare capacity in the market.  

  

                                         
13 The market share table on page 54 of the SWV report provides a year-by-year comparison of 
market shares from 2005-2009. Inclusion of the Specsavers lenses in the 2009 data would 
make it impossible to compare 2009 with previous years, unless the data for previous years 
were also adjusted.  
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Closeness of competition 
 
37. Third parties had diverging views as to whether Essilor and Shamir were 

particularly close competitors. Although they offer similar product ranges, 
some third parties saw Shamir as a stronger competitor in the lower cost 
end of the market. Set against this, one third party commented that Shamir 
has a comparable design capability to Essilor and the other big suppliers. 
 

Spare capacity 
 

38. Evidence provided by the parties indicates that they operate with spare 
capacity. For example, the parties specified that [ ] The parties indicated 
that the amount of lens manufacturing taking place in Europe is diminishing 
as suppliers relocate their manufacturing facilities or out-source their 
requirements to low-cost countries, such as China, Korea and India. This 
means that independent laboratories can obtain greater quantities of low-
cost semi-finished lenses relatively easily. The parties also indicated that 
lens suppliers are increasingly relocating and centralising their prescription 
laboratories to generate economies of scale.  

 
39. Given this spare capacity, the OFT combined the evidence available on the 

parties' market shares and their gross profit margins to provide a simple, 
illustrative gauge of the possible upward pressure on prices that may arise 
from the merger and the extent to which this may be passed through into 
higher prices.14 In the ophthalmic substrate market—where products are 
not differentiated—this results in a 'price rise' of [zero-five] per cent.15 This 
would not normally be high enough to give the OFT cause for concern over 
unilateral effects. In the finished lens market—where products are 
differentiated—this results in a 'price rise' of [zero-five] per cent.16 This 

                                         
14 See ME/4072/09 'Anticipated acquisition by Prince Minerals Limited of Castle Colours Limited' 
and ME/3982/08, ME/3963/08, ME3964/08 'Completed acquisitions by Celsa Steel Service 
(UK) Limited of the manufacturing and reinforcement divisions of BRC Limited, Express 
Reinforcements Limited and the ROM Group' where this analysis has previously been used. 
15 In this case, the 'price rise' is M/N. Where M is the merged firm's percentage gross profit 
margin and N is the number of effective competitors in the market (that is, five). 
16 Under either isoelastic or linear demand. Under linear demand the 'price rise' would be 
M*D/2(1-D) and under isoelastic demand, it would be M*D/(1-M-D) where M is the percentage 
gross profit margin of the merged firm and D is the diversion ratio estimated using market 
shares: the diversion ratio from Essilor to Shamir is given by the ratio of Shamir's market share 
to the residual market share excluding Essilor, allowing for sufficient diversion outside the 
market for finished lenses to just pass a SSNIP test. This assumes that Essilor and Shamir are as 
close competitors as their market shares imply: in the light of the evidence in paragraph 37, this 
appears a cautious approach and, if so, will overstate the 'price rise'. 
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would not normally be high enough to give the OFT cause for concern over 
unilateral effects. 

 
Remaining competitive constraints 
 
40. The parties submitted that post merger, there would remain in the market 

at least five strongly branded competitors (Hoya, Rodenstock, Seiko, Carl 
Zeiss, Norville), as well as a number of laboratories producing unbranded 
lenses from generic substrate. This was supported by third party responses 
that identified Carl Zeiss and Hoya as particularly strong competitors. 
However, as already mentioned, it was also noted by third parties that 
Essilor has a strong brand for varifocal lenses – Varilux - which customers 
are aware of and request. But any reluctance by opticians to switch away 
from established brands already exists pre-merger and is unaffected by the 
transaction.  

 
41. The parties submitted that all opticians, even small/independent opticians, 

tend to operate multiple supply strategies. In 2008, according to a survey 
carried out by Essilor of approximately 400 customers, each customer had 
on average [ ] suppliers, which compares to an average in 2006 of [ ] 
suppliers. Overall, in 2008, [ ] per cent of Essilor's customers also sourced 
lenses from a rival supplier. Third parties contacted during the course of 
the investigation confirmed that they use between two and three suppliers, 
but will have a favoured supplier.  
 

Laboratories switching behaviour 
 
42. As outlined above, independent laboratories receive orders from opticians 

for a particular lens specification which may include the optician's preferred 
brand. In Essilor/Signet, the OFT found that several independent 
laboratories believed that, following an increase in prices by the merged 
entity, they would have no alternative but to accept the price increase 
because they have limited opportunity to switch supplier for some lenses. 
However, customers contacted during the current investigation provided a 
greater variation in responses, indicating that those loyal to the brand 
would accept an increase while others would choose to switch to a 
cheaper provider.  
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Opticians' switching behaviour 
 
43. Again, third party responses were mixed regarding whether opticians would 

switch to an alternative supplier if Essilor raised prices by five per cent 
post-merger. Some third parties indicated that some opticians like to be 
with the biggest supplier and would accept price increases while another 
indicated that switching depends on the contract in place with their 
supplier which may restrict customers' ability to switch. It was also 
suggested that some opticians may absorb any price increase rather than 
retrain staff in the use of a competitor's products. However, other third 
parties that the OFT contacted during its investigation indicated that they 
could easily switch to a lower cost supplier and would do so in response to 
an increase in price.  

 
Conclusion 
 
44. Following the merger, Essilor will continue to face competition from a 

number of alternative suppliers of generic and branded ophthalmic 
substrate, including Seiko, Carl Zeiss and Hoya. The emergence of low cost 
suppliers in Asia should also act as an effective competitive constraint on 
the merged parties. 

 
45. Third party comments suggest that opticians are loyal to lens suppliers, 

particularly for a brand, but also that there is some evidence of switching 
motivated by price, quality of lens, and quality of service. There is very 
little evidence that Shamir is customers' next best alternative to Essilor or 
that Shamir is a significant competitive constraint on Essilor. 

 
46. Therefore, the OFT consider that strong competitive constraints will remain 

post-merger, with at least five firms with prominent brands – Carl Zeiss, 
Hoya, Seiko, Rodenstock, Norville - continuing to compete against the 
merged entity.  

 
COORDINATED EFFECTS 
 
47. When assessing coordinated effects, the OFT will analyse the 

characteristics of the market that could be conducive to coordination and 
examine whether there is evidence that the firms in the market were 
coordinating pre-merger. The OFT will analyse the impact of the merger on 
the likelihood of coordination in the light of these. 

15



 

 

 
48. During its investigation, the OFT received no evidence of pre-existing 

coordination amongst firms active in the supply of ophthalmic substrate or 
the supply of finished ophthalmic lenses in the UK. However, on 10 June 
2010 the German competition authority (the Bundeskartellamt) imposed a 
fine of €115million on Essilor GmbH (Freiburg) and four other leading 
manufacturers of ophthalmic lenses in Germany for their involvement in a 
cartel agreement over price.17 The Merger Assessment Guidelines explain 
that past proven or suspect cartel actions in the same relevant product 
market (ophthalmic lenses in this case) may indicate that the conditions for 
coordination were met, although this inference cannot automatically be 
drawn.18 

 
49. The OFT therefore considered whether the conditions for coordination over 

price exist in this case. The three conditions that must all be met are that: 
 

• firms need to be able to reach and monitor the terms of coordination 
 

• coordination needs to be internally sustainable, and 
 

• coordination needs to be externally sustainable.  
 

50. In terms of the ability to reach and monitor the terms of coordination over 
price, the market is characterized by numerous players of varying sizes. In 
addition, some of these firms are vertically integrated, whereas others are 
not. This, together with the availability of branded and generic products, 
contributes to the complexity of the competitive environment. In particular, 
there is little transparency regarding prices and discounts offered by rival 
suppliers and although lens suppliers publish price lists, contracts for the 
supply of ophthalmic lenses are often either put out to tender or are 
individually negotiated. Set against this, vertically-integrated firms such as 
Essilor could assist in reaching and monitoring terms of price coordination 
by acting as both supplier to, and competitor in, the market. 
 

                                         
17 The other four manufacturers included Rodenstock GmbH (Munich); Carl Zeiss Vision GmbH 
(Aalen); Rupp+Hubrach Optik GmbH (Bamberg); and Hoya Lens Deutschland GmbH (Müllheim). 
Since mid-2000 the five manufacturers had met on a regular basis to coordinate their 
competitive behaviour. See: 
www.bundeskartellamt.de/wEnglisch/download/pdf/Presse/2010/100610_PR_ophtalmic_lenses.
pdf  
18 Merger Assessment Guidelines, paragraph 5.5.7. 
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51. Turning to internal stability the parties indicated that customers, and in 
particular the large networks of opticians, can encourage deviation by 
offering long-term contracts, which prevent punishment of a firm deviating 
from the coordinated price by fixing suppliers' prices for the period of the 
contract. This makes deviation more likely. Further, the merger does not 
increase the symmetry between the players as measured by their market 
shares in the supply of ophthalmic lenses. Therefore the asymmetry that 
exists between, for example, the main integrated manufacturers may make 
it more difficult to maintain any price coordination. 
 

52. Finally, in respect of external stability, coordination is unlikely to be 
sustainable in the face of countervailing buyer power which is discussed 
below. 
 

53. Absent any evidence of pre-merger coordination in the UK, and, given the 
small increment in the finished lens market and in the substrate market 
described above, it is unlikely that the transaction affects in any significant 
way the probability that post-merger firms in the relevant markets may 
coordinate their behaviour to raise prices. As a result, the OFT takes the 
view that the transaction is unlikely to result in a substantial lessening of 
competition in the UK on the basis of coordinated effects.  

 
BARRIERS TO ENTRY AND EXPANSION 
 
54. The parties noted that there have not been any significant new entrants to 

the UK ophthalmic lens market in 2009/10. Third parties confirmed that no 
significant entry has occurred in the UK in the past five years apart from 
Shamir, which entered in 2005.  

 
55. Nevertheless, the parties anticipate increasing competition from Asian 

manufacturers and laboratories, including the emergence of new Asian 
branded lens suppliers. The parties identified a number of independent 
manufacturers based in Asia who are licensed to import products to the 
European Union and/or United States, and expect the quality of their lens 
products to continue to improve. 
 

56. The OFT considered whether there are high costs of entry in lens 
processing in the UK. The parties submitted that Shamir successfully 
entered the UK market through the acquisition of an independent 
laboratory, Cambridge Optical Ltd for which it paid £[ ] million. The parties 
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therefore maintain that there are no significant barriers to entry. One third 
party indicated that although it is possible to start processing lenses with 
an investment of about £200,000 to £500,000, economies of scale are 
important and therefore a firm may need to invest at least £2 million to 
become a profitable supplier of processed lenses.  

 
57. In terms of on-going costs, Essilor's internal documents indicated that its 

sales and marketing budget for 2009 was around £[ ] million. This level of 
spending was comparable with budgets in 2007 and 2008. The OFT 
considered this as an indication that there is a cost associated with 
developing relationships with buyers and maintaining brand reputation. 
 

Conclusion on barriers to entry and expansion 
 
58. The capital costs of setting up a laboratory facility to start processing 

lenses do not appear prohibitive, but there seem to be a significant ongoing 
cost associated with branding and reputation. However, it has not been 
necessary to conclude on barriers to entry and expansion as no realistic 
prospect of a substantial lessening of competition arises in either market. 

 
BUYER POWER 
 
59. The parties submitted that opticians are increasingly adopting multiple 

supply strategies, appointing preferred and secondary suppliers from which 
they source their needs. They indicated that to an extent this is to provide 
support and minimize risk in case of supply problems, and so that opticians 
can offer a full range of lenses to their customers. They then argued that 
this is a strategy to exert competitive pressure on an optician's preferred or 
stock supplier, since existing supply relationships make switching supplier 
relatively simple, and therefore preferred suppliers face constant pressure 
to offer competitive prices to their customers and to meet demanding 
service expectations. 
 

60. The parties provided evidence on bids by Essilor to supply opticians and 
prescription laboratories. The evidence indicates that although Essilor 
continues to supply [ ].  
 

61. One industry association indicated that its members do have negotiating 
strength – not just on price but also on service – but that larger chains 
have greater negotiating strength than individual opticians. The Mintel 
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2010 report19 identified four retail chains that dominate sales of optical 
goods in the UK and hold about 55 per cent of the market between them. 
These include Specsavers (with 23.4 per cent of retail distribution of 
optical goods and eyecare), Vision Express (with 10.7 per cent), D&A (with 
eight per cent) and Boots (with 6.9 per cent).  

 
62. The use of multiple supply strategies by opticians and independent labs and 

the increasing consolidation evidenced amongst retailers in recent years 
would indicate that these customers have sufficient buyer power to exert 
pressure on prices.  

 

VERTICAL ISSUES 
 

63. One third party explained that progressive lenses are relatively more 
expensive and more profitable because of the level of design required to 
make them. Using data submitted by the parties, the OFT calculated the 
average prices for the three corrective lens designs. The figures in Table 3 
below, confirmed that progressive lenses are significantly more expensive 
than the single vision and the bi/tri-focal lenses.  

 
Table 3: Average prices of corrective lens designs, 200920 
 

Value/Units 
£ 

All  
 

Single vision 
 

Bi-trifocal 
 

Progressive 
 

Essilor [ ] [ ] [ ] [ ] 
Shamir [ ] [ ] [ ] [ ] 

 Source: OFT's analysis of the parties' data 
 
64. As shown in Table 4 and 5 below, both Essilor and Shamir have high gross 

margins for progressive lenses relative to the other corrective designs. 
 

                                         
19 Optical Goods and Eyecare, Market Intelligence, February 2010 
20 These are weighted averages 

19



 

 

Table 4: Essilor Ltd – UK gross margins - 2008-201021 
 

 Single-vision  
 

Bi-trifocal Progressive 

 Substrate 
Per cent 

Finished 
Per cent 

Substrate 
Per cent 

Finished 
Per cent 

Substrate 
Per cent 

Finished 
Per cent 

2008 [ ] [ ] [ ] [ ] [ ] [ ] 
2009 [ ] [ ] [ ] [ ] [ ] [ ] 
2010 [ ] [ ] [ ] [ ] [ ] [ ] 

Source: Essilor 
 
Table 5: Shamir Optical Industry Ltd – UK gross margins – 2009 
 

Lens type  
Gross margin 
Per cent 

All ophthalmic substrate(single-vision, bi/trifocal and 
progressive) [ ] 
Stock finished single-vision lenses [ ] 
Finished single-vision and progressive lenses [ ] 

Source: Shamir 
 

65. On this basis, the third party raised concerns about Essilor's increasing 
market share in the supply of progressive lenses, and the possibility that 
post-merger Essilor may seek to foreclose the supply of design services to 
third parties. 
 

66. Consistent with this, Essilor's internal documents indicated that [ ].22 
 

67. However, the parties argued that although Shamir may have a reputation in 
progressive lenses, Shamir only has a small share of total UK sales of 
progressive lenses and does not supply design services to third party 

                                         
21 The data shows a slight decrease in gross margins. The SWV report indicated that spectacle 
lens value at wholesale prices decreased from £245.8 million to £232 million. SWV Report 
2009-2010, page 16. 
22 Shamir describes itself as an important supplier of design services to third parties. 
See www.shamir.com/pages/Freeform.asp and www.shamir.com/pages/RD-Optical-
Designs.asp. Shamir currently employs [ ] research and development experts. They develop 
mathematical algorithms and software to optimize lens design and integrate these products into 
the optical design software that is built for creating products. The proprietary software is used 
to create progressive lens and mold designs for Shamir and other customers. 
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customers in the UK. The parties clarified that Shamir [ ] and Essilor 
confirmed [ ].  

 
Conclusion on vertical issues 
 
68. On the basis of the above, the OFT does not consider that the merger gives 

rise to a realistic prospect of an SLC through vertical effects.  
 
 

THIRD PARTY VIEWS 
 

69. Third party views have been discussed above where relevant. In general 
these views were mixed. One third party raised concerns that post-merger 
prices will increase across all lenses. This is addressed in the unilateral 
effects section above. Another respondent had specific concerns regarding 
the high price of progressive lenses and the provision of R&D services to 
third parties. This is addressed in the vertical issues section. 
 

70. A number of competitors expressed general concerns about the merger but 
were unable to identify specific issues. Rather, their concerns related to 
Essilor's continued acquisitions within the industry that include competitors 
and independent labs. However, third parties were able to identify a 
number of competitors including other integrated manufacturers that would 
provide a strong competitive constraint on Essilor, post merger.  
 

ASSESSMENT 
 

71. The parties overlap in the supply of ophthalmic substrate and finished 
ophthalmic lenses in the UK.  
 

72. In the supply of ophthalmic substrate, the parties will have a combined 
market share (by value) of [30-40] per cent post-merger with an increment 
of [zero-five] per cent. The OFT did not find evidence that the parties are 
particularly close competitors. While the merger may result in a reduction in 
the potential of suppliers for independent laboratories, third parties 
identified a number of alternative suppliers, therefore the OFT does not 
consider there to be a realistic prospect of a substantial lessening of 
competition.  
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73. In the supply of finished lenses, Essilor is the market leader with a market 
share (by value) of [30-40] per cent and a strong reputation for quality and 
innovation. However, the increment provided by the merger is [zero-five] 
per cent and increases Essilor's market share to [30-40] per cent. At least 
five strongly branded competitors would continue to be active post-merger 
as well as unbranded lenses produced by independent laboratories from 
generic substrate. 
 

74. The OFT analysed the impact of the merger on the likelihood of 
coordination in the market for ophthalmic substrate and finished ophthalmic 
lenses in the UK. During the investigation, the OFT received no evidence of 
pre-existing co-ordination and given the small increment resulting from the 
merger, it was considered unlikely that the transaction would significantly 
affect the probability of firms in the relevant markets coordinating their 
behaviour to raise prices.  
 

75. The OFT also considered whether the merger could result in the foreclosure 
of the provision of R&D design services to third parties. However, Shamir 
does not currently provide third party R&D design services in the UK and 
Essilor identified [ ]. On the basis of this evidence, the OFT considers that 
the parties, post merger, would not have the ability to foreclose these 
services to third parties.  
 

76. Consequently, the OFT does not believe that it is or may be the case that 
the merger may be expected to result in a substantial lessening of 
competition within a market or markets in the United Kingdom.  

 
 

DECISION 
 
77. This merger will therefore not be referred to the Competition Commission 

under section 33(1) of the Act. 

 

ENDNOTES 
 
1. With reference to paragraph 7, the parties clarified that the transaction had 

also been notified in the US and Australia. 
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2. With reference to footnote 17, the parties clarified that Essilor is currently 
appealing the infringement decision and that according to the decision, 
since mid-2000 the five manufacturers had met on a regular basis to 
coordinate their competitive behaviour.  
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