1
Crapper Industries/Diagnostic Survey and Adjustment Proposal 
Page 2

II.   INDUSTRY INFORMATION

1.
Organization and market size

Crapper Industries competes in a narrow segment of the plumbing supply market.  The total market for plumbing supplies is extremely large and growing based on growth in the GNP (gross national product), and on housing starts.  There are a myriad of suppliers to this industry, but it is dominated by a few of the larger manufacturers such as American Standard and Kohler.  There has been a major consolidation in the industry as manufacturers exit the market due to increased foreign imports, and larger manufacturers absorbing small companies.  As a result, the market is extremely price competitive and there is pressure on prices and profits.

Crapper Industries manufactures brass toilet valves (ballcocks) and other brass-related plumbing supplies.  Products are sold primarily to plumbing supply houses and to a few OEMs.  Almost all of Crapper Industries’ products are used by professional plumbers who will utilize a more expensive, higher quality brass ballcock as opposed to a plastic fill valve or flush valve.  The bulk of Crapper Industries’ sales are to the retrofit (replacement) market.  The bulk of the do-it-yourself (DYI) market that purchases plumbing supplies at hardware stores and mass merchants such as Home Deport, however, will purchase the plastic items.
2.
Import Impact
Imports from the Far East, primarily Taiwan, mainland China, Thailand, and India have had a major impact on domestic competitors.  These foreign competitors have lower costs, an exchange rate advantage, and enjoy economies of scale.  In addition, a significant amount of their products are of inferior quality, but are acceptable to large sections of the U.S. marketplace.  As a result, foreign competitors have increased their share of the U.S. market, and domestic manufacturers have seen pressure on their prices and profit margins.  This has resulted in reduced domestic industry employment, reduced profitability of domestic manufacturers, and several have exited the marketplace.
3.
Basic Materials
The basic materials used in the manufacturing of Crapper Industries’ product line are brass and copper alloys.  These materials are commodities with prices that vary based on supply and demand.  For the last few years, there have been ample supplies of needed materials and prices have been stable.  The needed materials are readily available from a range of different suppliers and no shortages are expected.  All competitors pay the same price for the same quantity of material.  However, larger companies do obtain lower material costs in purchasing due to economies of scale.

4.
Principal Technology

The manufacturing technology to manufacture brass plumbing items is well known and readily available on a worldwide basis.  Basically, chucking and collet turning machines and secondary machines for drilling, threading, broaching, slotting, milling, tapping, tube cutting, roll threading, stamping, and custom forming are required.  This capital equipment and the skills to operate it are generally available on a worldwide basis.  

The tooling utilized in production is also readily available.  Much of it is custom tooling, however, the tool design skills and the technology to manufacture these tools are quickly accessible.  A large amount of the tooling are molds for brass castings.  These molds are owned by Crapper Industries and are stored at the brass foundry.  Maintenance of these molds is usually the responsibility of the foundry.

5.
Market Size

The market size for ballcocks and flushing valves is estimated to be over $70,000,000.  A high percentage of this market is plastic ballcocks and flush valves, many of which are imports.  This market is growing at GNP and is also tied into the replacement of parts in toilets that have been in use for several years.  Basically, the bulk of Crapper’s market is for the retrofit of toilets.  The long-term market trend is to grow at 3 to 4 percent per year.  Due to the cyclical nature of housing starts, however, the market can also decline significantly in a down year for building.

6.
Changes in the Marketplace

Major changes in the market involve increased imports taking market share away from domestic manufacturers, a trend to lower the cost of plastic ballcocks and flush valves (in some cases, it involves a hybrid of brass and plastic), increased adoption of ultra-low flush (ULF) toilets to conserve water, and increased enforcement of plumbing codes to ensure that “anti-siphon” valves are installed to prevent the backflow of water into the potable water supply, in the event that a pressure drop or vacuum occurs in the upstream pipes.  The plumbing codes requiring certified ballcocks, to prevent the backflow of water into the potable water supply, are increasingly being enforced in the retrofit and service segment of the market in major cities (Los Angeles, Dallas, and Boston) and, in some entire states (Maine, Michigan, Wisconsin, and Connecticut).  The cost of existing brass ballcocks and valves are a detriment to further market penetration.  The DYI (do-it-yourself) market is increasing and it is dominated by lower cost, lower quality (in some cases the quality is at best marginal) plastic toilet fill valves from both the U S and off-shore sources.  

