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POWDER 
 

Participants in the powder coatings market 
have experienced an exciting journey, tra­
versing both very high peaks and deep val­

leys. The changing landscape has provided both 
challenges and opportunities for resin suppliers 
and powder coatings formulators. Currently, the 
overall growth rate for powder remains above 
that of the coatings market in general, and de­
spite several worrying conditions, most players in 
the market have a positive outlook as the powder 
coatings adventure continues into the future. 

In general, the growth of the powder coatings 
market mimics the broad economic growth in the 
various regions of the world. The Chem Quest 
Group, a management consulting firm located in 
Cincinnati, OH, valued the 2005 global market 
for powder coatings at $4. 1 billion based on sales 
of 1.2 million metric tons. ChemQuest expects 
the global market to grow 6.4% annually, with 
the highest growth in Asia ( 11 % per year) and the 
lowest in Western Europe (1 % per year), accord­
ing to vice president Michael D. Brown. In the 
U.S., Kusumgar, Nerlfi & Growney (KNG) esti­
mates that sales of powder coatings reached $1. 4
billion in 2005, with the market growing at 4%
annually. In Asia, KNG valued the 2005 powder
coatings market at $2 billion, and increasing at a
rate of 12% per year.

While there are a multitude of applications for 
powder coatings, just three main uses-general 
metal, appliances, and metal auto parts-account 
for two thirds of the U.S. market, according to 
Steven Nerlfi, a consultant with KNG. General 
metal is by far the largest end market and ac­
counts for 55% of sales on a dollar basis and is 
growing at about 4% per year. Appliances and 
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sales, with annual growth rates of 
2% and 3%, respectively. Additional 
application areas include machinery 
and equipment, metal finishing, 
electrical insulation, conformal 
coatings, and other miscellaneous 
applications. 

Despite the fact that growth rates 
have significantly declined from the 
double digit levels experienced in 
the 1990s, the powder coatings 
market is still growing at a healthier 
pace than the overall coatings mar­
ket and, in general, faster than the 
average GDP-and this trend is ex­
pected to continue. The challenges 
to be overcome in the developed re­
gions of the world are not insignifi­
cant, though. Dramatically increas­
ing raw material and energy costs 
have impacted this sector of the 
coatings industry like all others. The 
shift of manufacturing-particularly 
of metal fabrication-to lower cost 
regions of the world has been a 
large contributor to the decline of 
the growth rate in North America 
and Western Europe. And while less 
than 20% of the liquid OEM coat­
ings market has been converted to 
powder, step changes in technology 
will be required before further 
growth can be achieved via this 
mechanism. 

Both resin producers and powder 
coating manufacturers can take 
steps to increase the growth rate in 
the world's developed regions. The 
high level of fragmentation in the 
market-there are over 70 powder 
coating formulators in North 
America alone-should be ad-
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dressed through consolidation. 
Rationalization would also help re­
duce the overcapacity problem. 
Increased investment in R&D will 
be required in order to realize the 
necessary technology advancements 
that will lead to new application ar­
eas for powder coatings. 
Maintaining an awareness of the 
needs of customers and providing 
flexible, responsive, and specialized 
service will be important as well. 

The difficulty will be in changing 
the current mentality, which is fo­
cused largely on differentiation by 
price and service, rather than on 
technology, according to one indus­
try expert. It will be difficult to in­
crease R&D investments while con­
ditions remain challenging, with 
sale prices declining, raw material 
prices increasing, and the continu­
ing movement of business offshore. 
Some also question the resolve of 
formulators that offer both liquid 
and powder products to grow the 
powder market, since it could lead 
to erosion of their liquid business. 
It may be up to smaller powder 
coating producers to drive the mar­
ket forward. 

To maximize opportunities in 
emerging regions of the world­
Asia, Southeast Asia, Eastern 
Europe, South America-the larger 
players in the market are establish­
ing a presence near their customers. 
Both coatings formulators and resin 
suppliers have invested in numer­
ous facilities in China in particular, 
but in other high growth regions as 
well. DSM, for example, is expand-

Market Update 

ing its DSM Eternal Resins polyester 
powder coating resins in Kunshan, 
China, and is debottlenecking its 
powder resins production at its 
DSM Resins Far East plant in 
Taiwan. Akzo Nobel, Rohm and 
Haas, DuPont, and Sherwin­
Williams have all made investments 
in growth regions, as have other 
major resin suppliers. 

As the larger companies follow 
the supply chain distribution chan­
nels into emerging regions, oppor­
tunities are being created for 
smaller regional players. These com­
panies are better able to serve local, 
small volume needs. Often, they 
can also provide customized prod­
ucts (multiple colors, special effects, 
etc.) in a minimal amount of time. 
Many in the industry believe that 
this type of service will become a 
required capability in the future. 

JCT CoATINGSTECH spoke inde­
pendently with several powder coat­
ings formulators and resin suppliers 
about these issues. Their individual 
thoughts about the current condi­
tion of the market, the role of tech­
nology development, and possibili­
ties for the future are presented 
below. 

The powder coating manufactur­
ers that participated in this survey 
include: Robert Pennekamp, vice 
president, finance with Interpon, 
Akzo Nobel's powder coatings busi­
ness; John K. Tomlinson, product 
manager for BASF Automotive OEM 
Coatings; Trena F. Benson, market­
ing manager with DuPont Powder 
Coatings USA; Thomas P. Frauman, 
global marketing director for 
Powder Coatings with Rohm and 
Haas Company; and Bob Cregg, 
market development director for 
Powder Coatings with Sherwin­
Williams. 

Resin suppliers that provided 
feedback include: Bruce Benda, di­
rector of global marketing for 
Powder Resins, and Thomas Faecke, 
Head of the Global Technical 
Group, Bayer MaterialScience; John 
Jacquin, TS&D manager, Powder 
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implies a ripe condition for acquisi­
tion. This hasn't happened because 
potential buyers do not see real dif­
ferentiation between coating suppli­
ers. The powder market, mirroring 
the overall coatings market, has rel­
atively limited influence on the 
channel compared to the large feed­
stock producers and large retailers. 
Technology progress has slowed 
compared to that of liquid coatings, 
as the process of making coatings 
through melt mix extrusion has in­
herent limitations in raw material 
selection. Continued shifts of metal 
finishing to developing countries 
will challenge small and mid-size 
powder suppliers to stay in business. John K. Tomlinson, BASF: Energy 
and raw material costs are always a 
concern, regardless of the coating 
technology in question. Resin sup­
pliers need to find ways to maintain 
the quality of their products at rea­
sonable prices. There is constant ef­
fort in the industry to drive cost 
from the process. If one technology 
develops a significant advantage, 
there will be a shift in the market to 
that technology. Currently, powder 
may have an advantage over liquid 
materials when waste handling and 
abatement costs are included in the 
analysis. However, the largest limi­
tation of powder coatings is that 
they cannot be directly substituted 
in a liquid coatings line without 
substantial capital investment. This 
can slow the pace of conversion to 
the rate of replacement-that is, in­
stalling powder coatings only as 
current coating lines reach the end 
of their useful life. Cindy Fruth, Johnson Polymer: The 
excess capacity is a major issue in 
the industry, driving prices down­
ward. Although there have been 
many price increases over the past 
years, pricing is still well below that 
of 5-10 years ago. We continue to 
see more resin and powder coatings 
imported to the U. S., which is 
adding to the downward trend in 
pricing. Also, the conversion from 
solvent to powder has slowed. End 
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users are looking at alternative 
chemistry, namely water and lN, to 
meet regulations, rather than pow­
der. This is mainly driven by the 
costs a�sociated with converting liq­
uid lines to powder lines. Thomas P. Frauman, Rohm and Haas: Today, powder coatings stand 
at a cross roads caught in the mid­
dle of the value chain, squeezed be­
tween two formidable opposing 
forces-petrochemicals and mass 
retail. No longer the "star" of their 
companies' portfolio, major pro­
ducers struggle to build competitive 
advantage and return the cost of 
capital to their shareholders. With 
both current customers and feed­
stock suppliers wielding more lever­
age than the powder formulator, 
manufacturers often respond to the 
raw material cost/selling price 
squeeze by slashing research, sales, 
and service budgets. These actions 
alone, without continued commit­
ment to innovation and market ex­
pansion, may fuel a spiral of de­
cline. 

To compound the situation, 
powder formulators typically have 
high fixed costs driven from invest­
ments that were made 10 years ago. 
During this time it was assumed 
that powder coatings' annual sales 
volume would continue to grow at 
double digit rates year after year. 
Business managers today find them­
selves caught between needing to 
raise prices and improve gross prof­
its, while at the same time needing 
every ton of volume to cover fixed 
costs. Trena F. Benson, DuPont:
Currently there is more capacity 
than demand in this market. 
Approximately 10 powder producers 
manufacture almost 75% of the 
U.S. powder consumption. The re­
maining 60 or so producers, which 
produce the remaining 25%, may 
be categorized as regional suppliers. 
As a result of the overcapacity, many 
of these regional suppliers have idle 
. equipment which puts them in a 
position of offering quick tum-

around on made-to-order materials. 
But, let's face it ... as a result of the 
current market conditions, many of 
these manufacturers are making 
some desperate and unsustainable 
offerings to the marketplace. Robert Pennekamp, Akzo Nobel: 
Overcapacity is the key issue, and 
we believe this will correct itself in 
the future through consolidation of 
manufacturers. As far as technology 
is concerned, with powder coatings, 
we are bound only by our imagina­
tion. It is amazing to see the great 
advances that we have made with 
colors, effects, functionality, cure 
temperatures, etc., over the last five 
years. There is no doubt that the 
next five years will bring more tech­
nological breakthroughs. We do ex­
pect that raw material cost increases 
will continue to be a concern. Bruce Benda, Bayer Material­Science: Coupled with the overca­
pacities; Internet auctions first in­
troduced by end users and then 
implemented by powder coating 
manufacturers for their raw material 
suppliers are driving the value out 
of the market and leading to prema­
ture commoditization. There is a 
downward pressure on prices as a 
result, which is being paralleled by 
increasing raw material prices. 
Suppliers to powder coating formu­

lators are forced to increase effi­
ciency and effectiveness-to do 
more with less-from a commer­
cial, technological, and operational 
perspective. Thomas Faecke, Bayer Material­Science: We have witnessed an 
emerging trend of increasing de­
mand for service in the powder 
coatings sector. Local supply is nec­
essary to provide the necessary level 
of responsiveness and also to have 
the ability to provide products for 
specialized applications where cus­
tomers are looking for special tex­
tures, gloss levels, effects, large color 
variations, etc. This trend is impact­
ing both resin suppliers and coating 
producers. 
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Bob Cregg, She1Win-Williams: 
While excess capacity is an issue for 
the industry overall, we prefer to fo­
cus on where there are market 
needs. We believe growth in powder 
coatings sales will come from tar­
geting areas of unmet need, both in 
terms of technology and service; for 
example, in the ability to meet the 
needs of various customers with lo­
cal supply of a broader range of col­
ors, textures, gloss levels, and spe­
cial effects 

JCT: Given these issues, what arethe challenges and opportuni­ties facing powder coating pro­ducers? Thomas P. Frauman, Rohm and Haas: It is all about attacking that 
85% of OEM product finishing that 
is not powder coated. This takes you 
into a variety of areas today not fin­
ished with powder coatings, includ­
ing engineered woods and plastics. 
The road forward is clearly paved by 
technical innovation to create mar­
ket expansion at the expense of liq­
uid coatings, plating, laminates, etc. Trena F. Benson, DuPont: The real­
ity is that overcapacity has stymied 
growth because the market does not 
have the technological improve­
ments available for the part of the 
industrial coatings market not yet 
converted. Powder manufacturers 
must move away from competing so 
much against each other for each 
piece of business in the marketplace 
and work harder on developing the 
technology needed for converting 
more liquid applications to powder. 
We must get beyond the fact that we 
are pursuing the same customers by 
selling a coating. We provide an aes­
thetically pleasing and/or protective 
barrier for products and these for­
mulations could be changed for 
greater usage in other markets. Robert Pennekamp, Akzo Nobel: 
Powder coating producers must find 
new ways to differentiate powder 
technologies to prevent the market 
view of commoditization and to en-
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1 hance the value that the various 
technologies provide to end users. 
Clearly our ability to continue to 
invest in developing new technolo­
gies is critical to continue to in­
crease the value that powder tech­
nologies provide end users and to 
replace and/or surpass liquid coat­
ings capabilities. We are also realiz­
ing an increase in specialty niche 
custom color requirements that are 
usually smaller batch requirements. 
We must be able to respond more 
quickly to this increasing demand. 
We will also need to continue to at­
tract talented personnel to our in­
dustry to drive further success in 
this market. Bob Cregg, Sherwin-Williams: 
Opportunities for increased use of 
powder coating technologies lie in 
areas where liquid coatings do not 
provide the necessary level of per­
f�rmance and compliance with in-

�et Update

creasingly stringent environmental 
regulations. It's the performance­
compliance combination that is 
key. Aluminum extrusion, govern­
ment/military, and the heavy equip­
ment industry are a few of the mar­
kets where these opportunities lie. 
The aluminum extrusion market, 
which in Europe almost exclusively 
employs powder coatings, also pro­
vides opportunities for the North 
American market. Until recently, the 
higher line speeds used in North 
America have precluded the applica­
tion of powder coatings. Technol­
ogy has been developed to over­
come these issues, so we expect to 
see growth in this segment. There is 
also a push to educate architects 
and other end users and specifiers 
about the advantages the use of 
powder can offer manufacturers of 
windows, doors, and other extruded 
aluminum based goods. 
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key. Aluminum extrusion, govern­
ment/military, and the heavy equip­
ment industry are a few of the mar­
kets where these opportunities lie. 
The aluminum extrusion market, 
which in Europe almost exclusively 
employs powder coatings, also pro­
vides opportunities for the North 
American market. Until recently, the 
higher line speeds used in North 
America have precluded the applica­
tion of powder coatings. Technol­
ogy has been developed to over­
come these issues, so we expect to 
see growth in this segment. There is 
also a push to educate architects 
and other end users and specifiers 
about the advantages the use of 
powder can offer manufacturers of 
windows, doors, and other extruded 
aluminum based goods. 

August 2006 43 












	powder coatings pg38
	powder coatings pg39
	powder coatings pg40
	powder coatings pg41
	powder coatings pg42
	powder coatings pg43
	powder coatings pg44
	powder coatings pg45
	powder coatings pg46
	powder coatings pg47
	powder coatings pg48

