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Market and Growth Forces

Worldwide, the condom industry is predicted to experience significant growth in the next 10 years. The number of users is expected to increase by more than 40 percent by 2015, to some 742 million, both from population growth and prevalence of use. The industry holds a lot of promise, not so much in the United States, but primarily in developing countries. An estimated 350 million couples around the world today still do not have access to modern methods of contraception.  

Whereas prevention of pregnancy is still a primary function of condom use, the driving force for growth continues to be prevention of disease.  The total number of AIDS deaths between 1981 and the end of 2003 is now at approximately 20 million.  The number of children orphaned by AIDS living in Sub-Saharan Africa at the end of 2003 is estimated to be 12 million.
By December 2004, women accounted for 47% of all people living with HIV worldwide, and for 57% in sub-Saharan Africa.
In 2003, young people (15-24 years old) accounted for half of all new HIV infections worldwide, and more than 6,000 are becoming infected with HIV every day.
Table 1 clearly shows that the Sub-Saharan African continent is the area of primary need for products manufactured for reducing the advance of HIV.
  The growth in condom use for this sector of the world is however impacted by economic restrictions on the part of consumers in this region.  Nonetheless, condom use is growing in this area, and governments of countries in Sub-Saharan Africa are taking more aggressive steps to explore means to implement awareness programs through condom usage.

The writer has been involved in the planning and exploration of several possible condom manufacturing facilities in Africa over the last 12 years.  In all cases, the projects were not implemented, and factories never even broke ground for construction.  Unfortunately, moves to establish condom factories in this region seem to quickly diminish against the wake of governmental corruption, lack of seasoned project management, lack of private investment capital, and demographic forces working against new technology for preventing AIDS.  For example, local “medicine men” and physicians rely on their livelihood by “treating” HIV infected people.  They represent just one of a few groups of people that will work vigorously against implementation of technologies that could reduce the HIV incidence rate.
In spite of this, condom usage is growing in Africa.  Uganda has been lauded in the international press recently for its declining HIV rate. Condoms are one part of the ABC approach (Abstinence, Be faithful, and Condomize) and condom availability in Uganda reflects the success of this message. Condom consumption for in recent years in Uganda has been estimated at 30 million in 2001, 39 million in 2002, and 80 million in 2003.  The biggest challenge for Uganda is reported to be the distribution of condoms to rural areas and the proper distribution of such huge numbers of condoms, so that people who need them can easily get them.
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(Condom and sex education in Uganda)
Table 1 - Regional statistics for HIV & AIDS at end of 2004

	Region

	Adults & Children
Living with HIV/AIDS*

	Adults & Children
Newly Infected

	Adult Infection
Rate (%)

	Deaths of
Adults & Children*


	Sub-Saharan Africa

	25.4

	3.1

	7.4

	2.3


	East Asia

	1.1

	0.29

	0.1

	0.051


	South and South-East Asia

	7.1

	0.89

	0.6

	0.49


	Oceania

	0.035

	0.005

	0.2

	0.0007


	Eastern Europe & Central Asia

	1.4

	0.21

	0.8

	0.060


	Western & Central Europe

	0.61

	0.021

	0.3

	0.0065


	North Africa & Middle East

	0.54

	0.092

	0.3

	0.028


	North America

	1.0

	0.044

	0.6

	0.016


	Caribbean

	0.44

	0.053

	2.3

	0.036


	Latin America

	1.7

	0.24

	0.6

	0.095


	Global Total

	39.4

	4.9

	1.1

	3.1



	

	* millions


(Table provided by AVERT; Horsham, W. Sussex, UK)
South and Southeast Asia is the area of second highest incidence rate of HIV, and represents what is arguably the highest potential growth rate for condom usage.  China is the market poised for explosive growth for condom consumption.  Currently, approximately 2.5 billion condoms are manufactured in China annually, of which all but 0.5 billion are distributed and consumed in China.  A national government survey in 2001 reported that only 9.1% of commercial sex workers were using condoms frequently.  The majority of condom sales in China reside in the south and central regions, where earlier economic development has resulted in a more educated and wealthy population.
One of the problems in advancing the growth of condom use in China is confusion and mistrust.  Over 1,000 brands of condoms exist in the Chinese marketplace, and a recent survey by the State General Administration and Quarantine found that only 70% of condoms on the market pass minimum quality standards.  Major respected brands in China today include Durex, Jissbon, Ausny, Embrace, and Kangle, to name a few.  

Advertising methods are changing quickly in China.  Bans on advertising condoms had been in existence for many years, until 2001, when the Ministry of Health classified the condom as a medical device.  This has opened up the opportunity for new awareness campaigns.  It has been estimated that in 1985, only 5 million Chinese used condoms, whereas today, that number increased to over 50 million by 2003, and growing rapidly.
  In a recent 2005 independent study, it was reported that approximately 60% of Chinese males use condoms regularly.

Condom usage is estimated to grow in China at a 15% rate over the next five years, as shown in Table 2.

Table 2 – Condom Usage / Forecast for China
	1998
	1.7 billion pieces

	2000
	2.0 billion pieces

	2003
	2.3 billion pieces

	2006
	3.5 billion pieces

	2008
	4.6 billion pieces


Even Middle East countries are breaking cultural traditions by introducing the use of condoms as part of governmental programs to reduce birth rates.  Take Iran for example.
Recent figures show that in little more than a decade, Iran has scored a stunning success in reducing its population growth rate, thanks to a vigorous state-supported family planning campaign. The Keyhan Bod condom manufacturing plant is about two hours drive to the west of Tehran, and is the only state-supported condom factory in the Middle East.   This plant has been instrumental in the success of the Iranian government in family planning.  It produces about 45 million condoms a year, in 30 different shapes, colors and flavors. 

"About 80% of our production is plain condoms destined for the Health Ministry," says general manager Kamran Hashemi. "The fancier ones go to the private sector. The favorite color is pink, and for flavor, mint." 

By the year 2006, Iran’s population is expected to be 37 million less than it would have been at the birth rates prevailing in the late 1980s, when the campaign began. 

Global Manufacturing

Estimated worldwide condom production is currently slightly over 15 billion pieces annually.  A few research firms have tried to estimate the current number of operating condom factories, and figures vary anywhere from 90 to 110 manufacturing plants operating globally.  The majority of these plants manufacture only condoms made from natural rubber latex, and some also produce other latex products such as gloves, finger cots, and catheters.  The majority of the plants therefore reside in locations where natural rubber latex plantations reside, and where labor costs are competitive.
The production of condoms is much more labor intensive than that of glove manufacturing, because of more stringent testing needs, more complicated packaging, and significant product differentiation.  
A quick synopsis of estimated condom production in 2005, by country is shown in Table 3.

Table 3 – Estimated 2005 Condom Production By Country
	Country
	Annual Production in billions of pieces

	Thailand
	3.0

	India
	2.9

	China
	2.5

	Japan
	2.0

	Malaysia
	1.2

	USA
	0.9

	Europe
	0.8

	S. Korea
	0.6

	Indonesia
	0.4

	S. America
	0.3

	Vietnam
	0.1

	Other
	0.3


USA Trends
The condom market in the US is dominated by Trojan brands manufactured by Church & Dwight Co.  The US condom market continues to grow at about 2% to 3% per year, but it appears that this is truly growth dictated by US population growth, not growth due to increased percentage of users.  In general there are four (4) buying outlets for condoms in the US:
1. Over the counter (drug stores, retail chains)

2. US Government (US AID programs)

3. Vending machines

4. Internet sales
The Over the Counter market accounts for the largest sector of the condom market in the US, in accordance with distribution as per Table 4.

Table 4 – Distribution Channels for Condoms – US Market 2001

	Distribution Outlet
	Sales ($000,s)
	Percentage Share

	Chain Drug Stores
	94,140
	45%

	Discount Stores
	54,392
	26%

	Food / Drug Combination
	43,932
	21%

	Independent Drug Stores
	14,644
	7%

	Supermarkets
	2,092
	1%


For over the counter sales, market share in 2005 is estimated to be:
· Church & Dwight (Trojan)

70.0%

· SSL (Durex)



 9.2%

· Ansell (Lifestyles)


11.6%

· Others




9.2%

New entries to the US condom market will find selling into drug chains and retail outlets difficult.  It often requires years of sales and marketing effort, and thus, the vending machine market tends to offer more immediate opportunities for entry in the US, as well as internet sales.  Church & Dwight, the largest manufacturer of condoms in the US, has begun a carefully selected program of outsourcing for certain types of value added condoms.  For example, their Twisted Pleasure Trojan brand is manufactured by MedTech Condoms Ltd. in Chennai, India.  Many expect this trend to continue not only with Church & Dwight, but also with the other two largest US suppliers, Ansell and SSL International.
From January 1, 2005 through May 15, 2005, there were 123 containers of condoms imported into the US from locations such as India, Japan, Indonesia, and Thailand.  Current in the US, there are three operating condom factories – two in Alabama and one in Virginia.
[image: image3.jpg]



(US Market for Condoms is Driven by Shelf Space)
Niche Products

This update on condom trends would not be complete without at least a short mention of new or novel condom products that are available over the counter. 
Female condoms

Female condoms have been on the market for over 10 years now, with the polyurethane sheath version the most popular and most often used.  Many developing countries have engaged in free distribution of female condoms through governmental programs, in attempt to override male resistance for using the traditional male condom.  Countries such as Zimbabwe, South Africa, India, Brazil, and Thailand have all participated in this type of program.  Global growth, however, is slow for female condoms as they are 3 to 4 times the cost of male condoms, are reported to be as low as 79% effective against pregnancy, and can be difficult to insert.
The female condom has been available in Europe since 1992 and it was approved in 1993 by the US Food and Drug Administration (FDA). It is available in many countries, at least in limited quantities, throughout the world. The female condom carries various brand names in different countries including, FC Female Condom, Reality, Femidom, Dominique, Femy, Myfemy, Protectiv' and Care.

There are some latex versions of female condoms that all have been slow to develop, and to the writer’s knowledge, have never advanced to commercial distribution status.  One product, Bikini Condom, designed by Dr. Reddy of India, was met with resistance when introduced back in the early 1990’s, when latex allergies were a hot topic.  Furthermore, Bikini Condom, like other female condoms, was expensive, and third world nations found themselves on the outside looking in due to price restrictions.  In 2003, Dr. Reddy introduced yet another latex female condom version with an internal sponge, that obtained CE mark approval in Europe using the name V-Amour.
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(A latex prototype of an early female condom design)
Yet another latex version designed in the US in 1989, was moving along through clinical trials towards market introduction until the FDA, under pressure from a woman’s group in the US,  reclassified the female condom from a Class II device (comparable to a male condom) to that of a Class III device (comparable to birth control pills).  The product died a quick death, and the program was never revived.
Market growth for female condoms is expected to be slow, with highest opportunities for new growth in third world countries where Family Health agencies will continue to press for giving women the choice to protect themselves.

Non- Latex Male Condoms

Polyurethane condoms were introduced into Europe and the US in the early 1990’s, in response to a perceived need for a latex alternative solution for the condom market.   The Avanti polyurethane sheath condom, also manufactured by the process of dip molding, was launched by then London International Group.  Shortly after that, Trojan (then Carter Wallace) developed a competitive product to Avanti by introducing Trojan Supra.  Sagami of Japan is also reportedly manufacturing a polyurethane condom with little fanfare or information available on its market position globally.
The polyurethane version, while still sold today in competition with natural rubber latex condoms, only captures about 3% to 4% of the overall US market (30 to 40 million pieces annually), with price the greatest barrier to growing market share.  PU condoms are two to three times the price of rival latex.  Ages 18 to 25 represent the largest buying group for condoms, and price is the driving factor for this consumer group, giving latex condoms a noticeable edge over the novel PU condom.

One of the challenges to PU condom manufacturing rests in the fact that the process employs solvents to achieve a quality product.  This results in the need for higher capital cost for machinery.  Furthermore, dipping PU condoms on a continuous chain line presents numerous challenges, and line speeds are typically much slower than those producing latex condoms.  Others simply choose to use the batch dipping method, which also results in much lower factory yield. 
Heat Sealed Condom
Yet another non latex condom was introduced into Europe and the US in 2000.  Mayer Laboratories, a California latex condom distributor, introduced E-Z-ON first in Denmark.  The unique feature about E-Z-ON, is its claim to be the world’s first bi-directional condom product, meaning one can roll back the condom during use in either direction.  The product however, has been slow to achieve industry acceptance for comparable reasons to those mentioned for the other niche products – especially higher price.  The FDA has approved the product for sale in the US, but market distribution channels have yet to be truly developed for this novel condom product.



(A latex free heat sealed condom)
Conclusions

The global condom industry has been forecast to grow in consumption anywhere from 5% to 8% annually, according to various analyst and industry expert opinion.  Primary areas for likely accelerated growth are in Asia, particularly China, and Central Africa.  Expect more product differentiation by way of condom shapes, sizes, and further advance of flavored condoms.  The natural rubber latex male condom is still king of the domain for the various different types of condom choices, and given the mature nature of latex processing, the industry should enjoy profitable times for years to come.

About the Author

Bill Howe is President of PolyTech Synergies, a firm specializing in marketing, machinery, and technology for dip molded and dip coated polymer products.  Contact Mr. Howe at w.howe@sbcglobal.net or sales@polytechsynergies.com. 

Written and submitted on May 20, 2005
� http://www.avert.org/worldstats.htm





� Manchester, Tim; “Condom Quality in China: Improving quality to help fight AIDS”, Futures Group Briefing; April, 2003.





� Muir, Jim, “Condoms Help Check Iran Birth Rate”, BBC News, April 24, 2002.





� http://www.avert.org/femcond.htm





PAGE  
8

