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II.   INDUSTRY INFORMATION

1.
Organization and market size

The domestic market size for contract blow molded plastic parts is extremely large with over 200 domestic manufacturers.  The major application for blow molded plastics is in the manufacture of plastic bottles or containers, where the mouth is smaller than the body of the bottle, as well as a myriad of specialty applications.  The size of the domestic contract market, based on data published in the November 1997, Plastic News Trade Journal, is over nine billion dollars, up approximately seven percent from the previous year.  This market does not include the in-house manufacture of blow molded products by companies such as Coca-Cola, Pepsi-Cola, or dairies, all of which are extremely large users of blow molded plastic bottles.  Contract blow molded manufacturers vary in size from very large (over $500,000,000 in sales) to small regional manufacturers with sales of $1,000,000 per year or less.  The market is extremely large, and its long-term growth is projected to be in the magnitude of six percent to nine percent per year based on economic conditions.

The market that Plastic Bottle Incorporated competes in is substantially smaller.  Approximately seventy percent of the company’s sales are concentrated in the medical market.  A recent article in the January 5, 1998 issue of Plastic News projects significant global growth for the use of plastics in medical devices: U.S. market - six to seven percent; European market - five to six percent; and the Japanese market may shrink as much as five percent due to economic conditions.  Plastic Bottle Incorporated also competes in a variety of specialized markets whose growth is tied to economic development and the growth rates of the end market.
2.
Import Impact
Imports primarily from Mexico have had a major impact on the domestic marketplace.  In addition, Canadian imports, while less of a problem than Mexico, have had a major impact on domestic manufacturers.  Imported high volume commodity-type products such as standard beverage and food containers have enjoyed remarkable growth due to price advantages of foreign competitors.  This is particularly true for smaller sized blow molded items since freight costs are less of an issue.  Foreign competition puts pressure on industry price, profit margins, and domestic employment levels.  To offset foreign competition, smaller domestic manufacturers have concentrated on niche markets and more highly engineered plastic applications, where products are not purchased as commodities.
3.
Basic Materials
The major materials are plastic resins of various qualities.  Plastic Bottle’s major materials are high density (the most popular plastic resin) and low density polyethylene, polypropylene, polycarbonate, K-Resin, PETG and varieties of thermo plastic elastomers (TPE’s).  With the exception of K-Resin, which is no longer a major material, all necessary materials are readily available and price levels at this time are stable.  This is particularly important for polyethylene, which is the single largest material utilized, because price levels have historically fluctuated.  New production capacity for polyethylene is coming on-line however, and this should ensure price stability for the foreseeable future.  All materials are available to every competitor at the same price for the same quantities, with the exception of larger molders, who buy in larger quantities at lower prices due to quantity pricing.
4.
Principal Types of Competition
For commodity products such as standard food and beverage bottles, the market is extremely price competitive.  It is important to provide rapid delivery, excellent service and lower prices.  Product quality, for high volume, standard commodity products, is important, but a large number of competitors can and do provide quality products.  The market for specialty products with a higher engineered material content is substantially less price competitive.  While the quantities are not as large, there is a great number of specific items and market niches.  The cumulative market for these items is extremely large and is growing.  Pricing, while important, is less critical in selling this market, than in the commodity market segment.  Rapid product development, from prototyping, to the supply of a finished item, coupled with engineering support and good product quality, are essential.  A critical marketing/sales issue is to identify companies and/or independent design engineers who are developing new products where blow molded components will be used.  This is essentially a sales/marketing promotion task.

5.
Principal Technology

The manufacturing technology to blow mold plastic is well known.  German manufacturers, Bekum and Fischer, are the two leading manufacturers of blow molded equipment in the world.  This equipment is better engineered and requires less maintenance or tweaking during production runs than domestic equipment.  While their cycle times are not materially faster than competitive machines, they are easier to change over from one product set-up to another.  This is important since mold and tool changing on the German machines can take as little as one hour, as opposed to five to seven hours on competitive domestic machines.  Also, the calibrations on their settings are more precise, resulting in a more uniform higher quality finished product and greater process repeatability.  This equipment is expensive, costing $400,000 for a new state-of-the-art machine.

Because of the growing importance of new product development, the progress of rapid prototyping capabilities is important.  This is primarily a technical engineering skill, and it will become increasingly important in niche markets, where engineered content is important.
6.
Changes in the Marketplace

The market is extremely large with a strong growth worldwide.  To a great extent, demand is influenced by the end-markets in which blow molded components are utilized.  For example, the medical device market, the largest single market serviced by Plastic Bottle Incorporated, is projected to grow at six to seven percent per year.  This market, however, is impacted by government controls on health care spending such as Medicare and Medicaid.  Market trends are leaning towards managed care (HMO’s), where there is pressure on costs.  Many end users are requiring their suppliers to do more, such as provide assembly work and some device manufacturing.  The export market for health care products is attractive in the long run, particularly to China, which has been growing at 20 percent per year, as well as Japan, where the population of person’s age 65 and older is the largest in the world.  The Asian financial crisis, however, will negatively impact their market segments in the near term, and will focus manufacturers in the Pacific Rim on the U.S. marketplace. 

