ABC manufactures acrylic wood flooring.  The firm operates under SIC 2426: Hardwood Dimension and Flooring.  According to Floor Covering Weekly, the hardwood flooring industry reached $1.61 billion in sales during 2000.  This represented a moderate increase of 5%-7% over the previous year.

The wood flooring industry is heavily reliant upon the construction and home-improvement industries for growth.  In recent years, the industry experienced growth as the value of new construction put in place increased.  In 1999, the value of new construction put in place set an all-time record of approximately $700 billion, representing a 4% increase.  However, while growth is expected to continue, it is also expected to do so at a slower rate.  Consequently, residential construction represented 44% of total new construction put in place, private non-residential represented 33%, and public works represented 22%.  The home improvement and remodeling industry is expected to also increase at a rate of 4%.  This is primarily due to the growing stock of housing and a heavy turnover of used homes.  
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Wood flooring competes against many other flooring products including carpets, tile, etc.  Flooring products such as tile, vinyl (or resilient), wood, and laminates are considered Hard Surface Flooring.  Within the hard surfaced flooring market, resilient flooring represents 70% of the market.  Wood flooring only represents 14% of the market.  

According to Freedonia, the domestic hard surfaced flooring market is expected to experience a 3% increase per year through 2005.  The outlook for wood flooring is positive as consumers have demonstrated a growing preference for high-end products made of natural products.  Further, the introduction of new colors/stains, urethane finishes, and engineered hardwood floors have all contributed to the growth of wood flooring.  ABC’s product line falls into the category of engineered hardwood flooring.  Engineered flooring consists of several layers of veneer or wood that are glued together to form one plank.  The wood is also impregnated with acrylic, thereby increasing the strength and versatility of the product.  Originally, engineered hardwood [image: image2.emf]Trade: Plywood, Veneered Panels and Laminated Wood
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flooring was suitable for ground-floor applications with concrete slabs.  However, in recent years the housing market has changed and now approximately 40% of new homes are constructed on concrete slabs.  As a result, engineered hardwood floors have become an alternative to “disposable” floor coverings that have traditionally dominated the market.
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The flooring market is highly susceptible to imports.  Data for imports of products directly competitive with those manufactured by ABC can be derived from the category of Plywood, Veneered Panels, and Laminated Wood.  According to data available from the Library of International Trade, imports have increased from approximately $814 million in 2000 to $822 million in 2001.  The largest increase in imports occurred in 1999 when imports increased 33% to $852 million.  Data also indicates that Canada is the largest importer of these products to the U.S. accounting for 33% market share.  Imports have far outpaced exports.  In 2001, exports decreased 28% from approximately $191 million to $139 million.  This has created a trade deficit of approximately $683 million in 2001, the highest in four years.  Consequently, Canada and Mexico are the premier destinations for U.S exports of Plywood, Veneered Panels, and Laminated Wood, accounting for 67% of total exports.

