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Cepy 1o Subjet N The Asbastos Marke:t in the Floor-
,-//f ing I-lustry

- The Market

The total asbestos par : asphalt Ifloor tile is approximately 150,000 tons.
The asphalt mcrxet has been dwindling steadily and the VA rarket is growing at approxirmately
5% per year. As 2 result, total asbestos sales have been relatively constant for the last
few years. ¥

At present copolymer sales of 130 144 1bts.; we estimate asbastos sales of 85,00Q tons
in VA tile after esticating »roportion aow going to boallnea preducers., Tne entire VA
market is availeble to Coalinga producers.

The asph2lt tile market is not as clear cut. 4sbzctes. contents range 20- 2“% ror~allisr,
but Ccalinga fibers are used only in formuliations t'i: contair significant percexntages of
polystyrene. Loss of hot strength occurs with Coalinse if sufficient styrene is not pre-_
sent. We 20 not hxve® reliable inforrmzticn ca prasent asphalL formulations at the major
tile ccmpznies. Historically, Johna-h:uv1ll° and Arzstrong have not used styrene, Kentile
was terderline and American Riltrite, GAF, Uvalde can use C 2linga asbestos.

The Prcducts

Flooring manufacturers have become quite sophisticated in a competitive carket charac-
terized by constant style innovations and new product introduction.

Asbestos from Coalinga fieid has been available and used since early 1562 when Johns-
Manville converted their Western plants and introduced it to the market. No new asbestos
tectnology has been added since UCC's 1964 entrance to tbe rmarket with a relletized floor-
ing grade. : :

The advantages of Coalinza astestos are higa fiter content, lighter color, and .iess

batch t? batch variation. Among the grades- aveiisble, UCC excels slightly in eaca of these
categories.

Its d15=du_dt=g-s are hig% aosorptivity and greater surface a;tivi,y bringing svout
the cost coomon complaints o excessive water sensitivity and bigaer cost stabilization.
UCC prcducts are: nc b:tter or worsa toan othsrs, but we have d2voted muchk wera RN elfort

to solving the.. ¢ .
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Coalinga products all California ané Texas producers; and

.

-2-

As things stand today, the price and simple logistics of the situation bas given

glorg the SP rignt of way.

price vs.

Canadian asbestos enjoys supreracy in the Chicago area and the East Coast.
asbestos usage in these areas is limjted to the high TiOp precium grades.
volure curve wculd best Gescribe the market.

The Customers

*

\

ttey are dominant in the Soutn

Coalinga
On sum, a

From purchases of copolyrmer, the asbestos sales pattern in VA tile can be guesstimated,
but no similar refinerent exists for asghalt tile.

Asbestos Fotential VA Tile (Estimate)

Customer
American Blltrite

@ Armstrong

Flintkote

Kentile

~ Johns-Manville
Uvalde
Others
Uvalde

Raecent changeover from Canadi

location = Astestos Source
Ia Mirada“ ucc

Ia Mirada Calif. Minerals
Trenton ' Ucc
Trenton Carey
Iancaster Carey
Kanxakee Carey
Jackson Carey
-South Gate Calif. lMlinerals
Chicago J-M Can.
L. A. J-M Cozl.
New Orleans J-11 Cecal.
Vails Gate J-M Coal.
Joliet J-M Coal.
Houston J-1{ Coal.

Iong E=ach J-M Ccal.
Brooklyn Calif, hinerals
Brooklym Carey Can.
Chicago cC
Chicago Calif. Minerals
Torrance Calif. Minerals
Chicago Carey
All J-M
Houston ucc

Stragari

Total

Coalinza Zales Ineluding UCC

UCC alcre
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3700
3600
9000
2500
3500
2200

84,800

30,200
7,000
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The Outlook

The industry should se2 growth in asphalt tile over the next five years as state and
federal supported low-cost housing projects profligate. This factor has not been present
in the past and in 1970 we should at least see a halt in the decline of sales.

Even with total housing going to 2, units in the early T70's VA tile will not bene-
fit as much as sheet vinyl and carpeting. We estimate 5% growth for VA about right.

The UCC Fosition
To increase market share in a slow growth commodity market, there are not many options.

1. Cut Price )
2. Develop product or service superiority.

If we examine the latter approach—UCC enjoys a superior position in product form—
the pellet. In the flooring industry, use of SG-100 is limited to Banbury Mixer operations.
This eliminates Arzstrong as a totential customer (est. 17,800 tons) in a strategy based
on the pellet. Though it is not necessary to sell to everybody to achieve our own goals,
we should be careful not to create a competitive imbalance for a valued UCC customér.

The pellet advantages are reduction of dust hazard, ané arenatility to bulk handling.

The first is probauly the more saleable factor. The second does bring cost advanteges
tor some price in c2pital invastment.- But the VA, asphalt tile plant is not § choice new
investment territory, unless that investment is dictated by product -rarketing strategies.

In fact, all new investrent by the industry has been toward buying into competitive markets-
vinyl sheet flocring plant, carpeting. To sell bulk hardlirz, as a part and parcel of

dust bazard reduction, is like s=21ling air pollution control. From the manufacturers'

point of view, it also carries the disadvantages of a single source of supply.

In sum, the pellet form is a positive advantagze to the user, but as a sole merketing
strategy, it will not be a short term factor.

-This leaves us with the rather unpredictable strategy of price reduction.

In a way we are following that policy now. WNone of the Coalinga producers followed
the recent price rise on Canadian asbestos. By so doing, there opened up a slightly larger
marxet share to Coalinga. It is also worth noting the price rise was orderly, as far as
we can tell, with each producer following suit. Though there may be and probably are
concessionary price structures in coatractual offerings. . '

In the asbestos industry price hzs besn a laissez-faire battle ground. If we zove to
cut prices as we did in 1965, we can expect consternation and a move to follow. To reduce
repersussions, we snould try to moke obvious to comcetitors the nature and limits of our
intent. ' )

Unless vie zre both coutious aad sophisticeted in any price recession policy, we will

attain only temporary adveniajge aand create a long ternm problec in raintaining a dizminisking
rarzet share.
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Selection may be a reasonable approach. Move prices against selected competitors or
for select=d customers. For example, one could avoid Joans-}znville. But this reduces

' the available market to slightly over 40,000 tons and we would have to get over half of

it. Il§uspect this situation would lead to excessive price cutting and confusion as to
our prupose. The same result would occur for similar roves for selected customers, along
with the ancillary danger of creating a disorderly marxet situation.

In short, g sidplistic, unilateral approach is not likely to be successful.

Recommendations

Combining the positive aspects of UCC's position as to raw material, product form,

and capacity, it is suggested we review the possibility of murketing SG-100 to the asbestc
producing industry. ' _ .

To this end we would approach all competitors and offer to supply SG-100 pellets at,
say, 4O per ton, in bulk or bags, with a total quantity of 20-25000 tons available.

All) the edvantages of the pellet form would then be generally available to all tile
manufacturers including the captive group at prices consistent with today's schedples.

‘We, in turn, would maintain our current business and witndrew from further active
marketing. There are advantages for UCC and to the competitive producers, and ifssuccess-

- ful it will maintain a stable market velue. It is also consistent with UCC's position in

the cktemical industry.

I suggest we.discuss this suggestion carefully and if agreed upon, we move as rapidly
as possible. .

- . -

K. J. Setter
NJS:jr
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