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Additive Suppliers

Focus on
Innovation for
Future Growth

labalieation and consolidation in the paint and coatings indostry, ris-
g raw matetial and ehergy costs, and increasing regulatory prressures cach
independently can have dramatic effects on the additives market, Today, pro-
durers face all of these issues in combination. Tnnovation, industry plavers
say azain and again, is imperative for maintaining competilive advantage.
Addilives used in painls and coatings setve to enhance the performance of

tormulatinns and generally provide characteristics otherwise nnaitainabie.

Mumerous classes of additive types based on a whale host of chemistries in
Lerwct with resin, solvent, or water and other addiiives to improve such prop-
erties ag adhesion, open time, flow, foaming, as well as resistance (o mi-
rriobes, comosion, and UV damage.

The global marker for additives esed i painis and coatings is estimated
1o be $4.85-$7.00 billion by the consuliing and marker research {iern, The
Chem{est Croup, Inc. This seclor is griowing slowly overall at 1-2% peu
year, with most types of additives only experiencing demand ltwreases Te-
tween: 0-1%. Defoamers, wetting agenis, and adhesion promoters show the
greatesl potential, with geowth tates of 4- 5%,

Sabes in North America wral $1.3 hidlion, while in Lurape they are valued
at 51.8 hillion. Asia and the rest of the world account for the remainder

Regional groweih tates differ widely, with emenging markews expertencing
the greatest increase in demand, The Asian additives market, including lio-
cides, rhenlogy moditiers, foam control agents, dispersants, wetting agenls,
UV stabilizers, and slip/ub agenis s valued at § 05 billion and growing at
9y anuually, according w a rwarket research study by Knsumgar, Nerltl &
Growney (KNG that was published in May 2008 (tite: Asian Coating
Additives). By 2012, wial sales of these additives inlo paint and coating ap-
plications will be worth 52,25 billion in Asia.
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Ceuntries covered in the study clude China, India,
fapan, Korea, and others such as Indonesia, Malaysia,
Victram, and the Philippines, Not sinprisingly, de-
mand for additives is growing the fastest in China
{ 13% per year] and slowest in the mature Japanese
market (1% per year). According (o Steven Nerlfl, a
prrinciple consuliant wirh KNG, abowl 2 companivs in
this market have sales between $20 and $15¢ million,
but there are many, many smaller plavers vving for
market share.

CMERGING MARKETS

"There has been an explosion in Ching. Manulact-
urers are uliliving techmology developed in the test of
the world and have nel needed o go through o process
ol evalution like Western industry Jid, " Merlfi notes,
“All af the major globhal players hawe deweloped a pres-
ence in China, with manufanuring
sites and rechnival sapport, B&D, and
salen centers—uwhilch has also con:
tributee to the advanced technology
in place ™ These companics are prHosi-
ticning themselves 1o serve the grow-
ing marlet for paind addidves in
China, India, and waler developing
countries in Asia as peT capita Income
increases ad people liave money to
spaencl.

Adeka
Instruments)
oxidal

Thi growth poential of emerging Arch Chemicals
markeis such as China, Tndia, Fastern Ciba

Furope, and Latin America is a posi- Deuchem
tive trend o the paint and coatings Elaimentis
indusiry cwetall, inclading additive Evanik

suppliers. The growing number of
plavery in these emerging markets,
however, presents a challenge w es-
Lalflished producers.

fLus0rmoto
MNordos

“The U5, and Loropean markels
ate being flooded with products from
orher pariy of the world, " says Dan
sdurai, president and CTO of The CheamQuest Crowgs.
Nefoamers, surlactants, and flow and leveling aids, in
particulal, are experiencing increased competition and
pricing pressure. “Tn particalar ness Asian suppliers,
with product offerings across all additive vategories,
have made their presence fell with an ever increasing
range of low-priced additives in global marlets, ™ adds
Anddre Bendo, industry managern Business Line
Coatings, wilh Ciba Corpaoralion.

“Forrmalatess Tooking 1o galn as much value as pos-
sille while stll maintaining perfornince are enabling
the entrance of these new plavers. who are breahing
price paradigms,” sdurad frther netes. The trend could
1ead to the commmoditization of some additives, which
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would benelil formularors as long as goality and per-
furmance remain consislent and at appropriate levels.

GLOBALIZATION AND CONSOLIDATION OF
THE CUSTOMER BASE

The shift 1oy a focus on emenging marlets s ondy one
aspect of the globalization of the paint and coatings in-
dustry, Additive producers are finding thal formuolators
are lonlking for suppliers that can provide consistend
cuality and competitive pricing 1o locations around the
worrld.

Sandeepr Goel, Morth American spedaliy addilves
marketing ranager for palnls and coatings materials
with Rohm and Haas Compay, believes that “in addi
tien to linding ways to reduce both ‘product’ costs and
the Tormulated’ costs of their customers, geographic di-
versity and greater parlicipation in rapidly deweloping
econemies will enable suppliers to
lerter align themselves with cus
tomet tends towards globalization.
This will also hielp allset the Tower
demand in Motth Americn.” Tim
Beader, Alr Products’ section man-
ager for applied echnology in Asia,
agrees eimpharically thal the ability
to wirk as a global supplier to
multi-nationals is a will new com-
pelency required of additwe suppli-
TS,

As slobalization has occurred in
the paint and coatings ndostry, con-
solidation of the secior has falen
iHace at » rapid pace, "Consolidation
hias becormne a fac of lite inthe coar-
ings industry,” states Kevin 1
Lasgila, I*h.T2,, director of technology
at BYK USA Inc, “The net effect on
additives suppliers is that it has
raised the siakes of the game. As
smaller compimies are acguired,
larger ones genetally standardize fonmuelisiions, result-
ing in greater sales for additives producers who provide
the mest vainue, and less Tor those who don't The win-
ners often end up with a much deeper relalionship
with the custaner and the opporunily o enter into
preferred supplier or joint development arrangemenis,”

Part of the challenge is due 1o the [act thal wch fess
consolilation has talken place in the addilive suppiier
ase, aconrding to Laure Marshall, SNorth American
markeling manager at Air Froducis, One posilive resnlt,
though, has een that paint lermolatos new view ad-
ditive suppliers as a prolilem-solving resource, "1he im-
pact of an additive on the petdormance of a coating is
critical.” Marshall says, "and compandes with expertise
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Sales of Additives Tor Paints and

Coatings in Asia

Annual Salss Grawth Rate
Additive Type _ (Millioms) (wet Ik basiz)
Biurides S400-450 B
Rheology modifigrs $350 %y
Foam control agents $200-5300 9%
Dispersants L200 9%
Wetting agents 540 g
UV stabilizers a0 9%,
Slipsrub agenls $50 11%,

Total 5150 Q%

Sowrger Kusuigar, Nenlfi & Grewney

in surface science and the ability to wnderstand the ime-
ract of additives on primary perlormance propentics,
such as welting, reiracion, hiding, derability, and weater
sensilivity, are posidensd o provide the Tevel of wechoi-
cal support coaung manuwfacmress are looking for”
Some additive types are more alfected than others,
For bioddes, according to Daid Sutlan, ~aorth
American marketing manager (o industial biocides al
fohim and Haas Company, oustomer consolidation s a
critical issue. “As Lhe customer base shrinks and be-
comes mate plobal, it will pul iremendows price, prod
nuct, and service requirements on biocide suppliers. A
fons on development of sustainable biocide treal
moents and a global supply and regulatory suppott capra
hility to meet cusiomer tweds is absolutely necessary.”

REGULATORY PRESSURES

Sustaivability, “green” technology, and regulatory
compliance ulso top the Hst of Tey issues for the addi-
tives industry, "Megulalory and sodetal pressure to re-
chrce the enviromnental mpact of coatings syslems is
driving the industry 1o retormulate 1o compliant sys-
temns, resulting in the need for new addilive technolo-
gies,” says Tassila. The environmental characlertstics of
the additives themselves are now also being soruinized,
even though they represent anly o very minor part of
the compaosition of painl.

sichael Hoppe, product manager (ot coarings addi-
Lives wilth Cognis Corporation Fonoional Products,
notes that “in 2008 and bevond, as companies iy o
comply with evolving regulations wiile being faced
with increasing costs for fossil fuel, there will be an in-
creasing need L come up with higher pedormance
‘green’ additives and coating [formulations,”

Suppliers are also faced with inereasing costs associ
ated with the regolations themselves. These growing ex-
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penses could insome cases tesult in the withdriwal of
prodncts from the market and may also reduce new
product developiment efforts, “Some small addigve
companies will find it a challenge W meet the reiuine-
ments of regulatory programes such as REACIL in
Lurope, and will need 1o decide whether or not the
henetits of supplying products to those regiony out-
weeigh the vost of compliance, " Muriud commenis.

In addition, according W Donald 4, Shaw, Ph.D.,
vice president and general manager of Troy Asia Pacific
aind vice president of development for ' I'roy
Corporation, Increasing regulation is placing a tremen-
dons tinanaal bueden on suppliers a1 the same fime
consolidation within paint and additive producers is
driving these caompanies 1o seek vost savings 1o justify
their consolidation. “The greater regulatory burden will
more than lilely drive further consolidation as suppli-
ers iy to achieve the scale necessary to be able to allord
the cost of developing/imaintaining a broad ponfolio of
products.”

The reduced number of wcrive substances available Lo
fFirrmulators and consumers will also lead 10 increased
cormpetition, with suppliers offering the same sub-
stances in ditferent forms or combinations. Shaw re-
matks that in the past, non-biocidal performance acdi-
tives hawve historically lwen less impacted by regulation,
but with the inlroduction of RRACH inthe Fuvopean
[Tniom, all additives will be alfected.

One concern relates o the requirement Lo disclose
information on composition of products. *Availsbilicy
ol this long-heldd wade secret information will lead i
generic rompetilion in areas where intelleclual property
s are non fully developed,” daims Shaw, 'This is an
exarnple of how two currene trends are working in op-
positon. Bepulatory costs 1o suppon products are 1ising
al the samw time as generic competiton is attempting
to drive value downe “These two facors, talen together,
hawe a dramartic impact on the amount ot resouroes
available (or vse in developing next-generation prod-
UCLs, " states Shaw,

Cin the positive side, the reduction of allowable Tew-
els of YO Cs and ather components such as alloglphenal
ethoxylates (APLOR) and hawardous wir pollatants
(1tAPs) has changed (he market's needs for both com-
position and perfommance of additives, “1his changing
lamdscape has led w the need for incrensed product de-
velopment aud next-genevation additves, snd made the
chemisiry of the additives as 1t pertaing to all of these
changing regulations increasingly important wo the cus-
tormer, " assers harshall.

At Do Coaring Solutions, the nead i regulatary
compliance and the drive Jor sustainable products are
understond 1o provide opporunities for new product
development. "We don'L view this issue as g need w fix
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things. bulds a chance w innevale and create new
walue,” says Wendy Hoendg, RAD vice president of Daw
Coating Solulions.

RISING RAW MATERTAL AND ENERGY PRICES

Finding areas of opporuniyy that enable additive
producers to provide added value is crtically impoimant
as energy and raw material prices comfinue to spiral,
Violatile rw material pces hine changed the costL soe-
mario for many additives, according 1o Don Poucher,
vice president of Southern Clay Producs. *LHiswoncally,
raw matedals have been a relstively (lxed portion of the
cost equation. Tn recen monthe, however, taw material
pricing has been marked by dramatic and rapid
changes. Coatings customers accusinmed o dirm pric-
ing tor additives now are taced with the kind of luciu-
aling pricing omce reserved tor comminodily chemicals.”

Ihie tising cost of crwde oil and natural gas also
places significant pressure on additbve manufacturers.
“Many suppliers have difficully passing (hese cost hikes
o e dowmstream customers due o the sof) paint and
coatings matkel conditions in the (L8," notes Ning
Chen, ~orth Amedican businesy diveclor with Bhodia
Nervecare. Lhe cost pressure is higher for those additives
that are most sensitive w0 emade oll price movement and
refinely capacy. Additves, which require longer produc
Lion fimes, elevated wemprerates, Pressines or s Tamy
maleriils with Tew producers, are mest at risk, according
12 Andie Bende. However, all additives are atfecied Ta
the peneral energy supply straadon in the roathet,

INNOVATING FOR SUCCESS

For each of the challenges Guwed by additive suppli-
ers, introducing innevative addilives that enable coatl-
ing lormmulators o differentiare their producs, while
keeping couts low and providing regulatory complianee,
seems 10 be the best solution. “With changing legsla-
tion and technelogy advanees, new lunctional additives
are constantly in demand,” Bando stresues.

"New product develorment is cro-
clal 1o siay ahead of the game—in
particala, developing products that
are environmentally fiiendby paired
will high pertormance.” states
Susanne C. Kuchne, imarket segment
managel- coalings tor Crace Davison.
*The coatings market isa malume
marleet, and 7t has become more diff-
cult torrmaly differentiate products
nowadays. Paint manufaclucers may
he trving more and more o achieve
wnique and special effects through
additives.”
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North American Coatings

Additives Market—31.3 Bn

Source: The Chamtluest Drobe, Soo
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As the mumber of additive supplier, and competitive
producis has increased, successful producers hive
tumed ta innovation o maintain their market positon.
“I'his situation has had a positive impadct on the indos-
uy, with additive suppliers developing mare cus-
tomized products 1o meet the specific requirements of
their customers.” noles Sandeep Coel,

For lotg-tenn success, though, additive suppliers
must show Lhe valze-added benefil of any new tecliel-
ogy introduced o the markeipiace, according o Bendo.
“market driven addilives exhibiling imprewed perfumm-
anve and value will ensure quick adoption,” he notes.
This is increasingly true as competition from lower-cost
producers in emersing regions comtinues to grow,
“Fxisting suppiiers need to differeniate their offerings
to improve vilue products and shifl the markety to-
wards higher performance,” he adds.

Imprewved funclionalite is a key crilerion for success.
“Formulalion optimization in light of numerous regu-
lalory conswaints is mulli-faceted, and the role of the
additive in providing the desired perfonmance charac-
terlstics iy of evel-increasing imponance,” Marshall re-
tharks,

Fmphasis is also belng placed on muli-Tunctionaliiy
a5 a Means o reducing te number and quantity of
additwes necessary [or a given (ormulation. "With
higher solids formulations, dilute, mono-tunctional ad-
ditives will have a difficult Lome competing with new
technology thar addresses 2 number of needs, ™ says
Poucher,

Developing new additives based on alternative rase
rmaterials will also be imporuaed for the industry. “The
desire for diminished envirommerdal impact will con-
tinue io e the dominant wrend driving change in the
coatings industry,” assetts Lassila, "There is also likely
W he increasing empluasis on suslainability, with in-
creass] piilization of blo-Uased raw materials incoat-
ings formulations and in the manutfaclure ot additives,”

The additie markel will continue to face the chal-
lenge oof vaw malerial costs and some short supply situ-
ations in the nexl few vears, avcording (o Chen.
Suppliers are actively seeldng new
Ways Lo minimixe their exposure o
kew tighl rew malerials.
Development of next-generation
products hased on altemative raw
materials amd rechnelogies is oue

EBirckRa
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= miting Agert emphasis on developing addilives

-1”1:“’““-” thar allow QEslomers Lo create New
[ g =] N .

e water-based coating formulations

thal are comphiant with inreroa-
flomal regulatioms, “Lhe key 1s to de
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velop these products without compromising any per-
formance properties,” says [loppe. *It is alsa very im-
POTTANE 1o use natural raw materials for produdng
Both existing aod novel additives whege i0imakes sense
to do 50"

Speeding up innovation will also be important. “In
the long run, improving the product development
process must ocour in order (o increase elliciency and
address performance, regulatoey, and cost issues all 1o-
pethern” Chen adds.

Caining a better understanding of how additives in-
teract with one another and other ingredients in the
formuladion will be crucial for developing more effew
live products. "We have speafcally included additives
as parl of our Dewy Coatdng Solutions business lecanse
they are an important componenl of any coating.
Neveloping new coarings recuires a mix of technology
and lomulary experience, and leaming how o use dit
feremt addinives togetier and with different resing will
help us identily potendal new solutions and funcion-
alilies,” Hoendg siys.

Some are concerned, though, about the level of ha-
sic research heing carried out in the industre, “Many
suppliers are [uensing on functional improvements
that hiave a higher probability of short-term sweeess,
rather than investment in basic research, which has a
lunger payback period,” worries Shaw. 1low this
change in emplasis will impact the Indusuy will not
be lmown lor some time

In the next five vears, thoogh, Troy expects that ad-
ditive companies that capitalized on technoiogy will
becotne e main suppliers to the market, "To be able
tor suecesstully navigate the challenging enviromment of
today's marleetplace, companies must be driven Ty a
combination of product technology and requiatory ex-
pertise,” Shaw believes,

EXAMPLES OF INNOVATION

Alr Products

* Dwnol 607 aceiylenic-based altetnative [or envi-
ronmenially persisient fluerochemical surfactanis
that ofters surface tension reduction, improved
flowe o leveling, and veduced surface delects

* Fetabperse rande of Tow- W00, APE-free, and
LIAPS-free pigment dispersants

* Carbowet 106 and 109 APE-free wetting agenty

BYK Chemie T15A

* NANOBYR® 3810 and 3512 UV siabilizers based
on ceria nanopartide dispersions that elfer jro-
leclion against LIV-B radiation and complement
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other BYI nanco «ine oxide-based products thit
provide L[V-A protection

& DISPLEBEYK® 2009, 2000, and 2025 wening/dis-
persing agenls that provide improvements in the
performance of silica-based miatting agents in
high-solids solventborme or 100% solids systems,
watethorne svstems, and solvemtborie systems, re-
spectively; based on Controlled Palymerizaiion
Techoology

* DISPLREYK 7163 and 2164 cost-elective alterna-
five to caprolactone-based weting aod dispersing
additives for sedventborne coatings and pigment
concenlrtes

* BYK® 4500 and 4510 adhesion promoters

Lila Comporation
o Clila® TINUWIN-DW serdes of mero-VO0 encap-
sulates] LTV absorbers and hindered amine light
stabilizers (HATS) for waler based formulations;
allows removal of co-solvents while providing im-
proved] coating prolection

& Ciba EFKA® 4555 walerbome dispersant for im-
proved walerhome dispersions of inorganic and
organic pigmenls, especially cirbon black, allow-
ing higher pigment lowdings: based on Controlled
Freed Badical Polymerlealion

Cognis Corpotation

o Toxanal FRC sertes of low- VOO, Tow-odor coales-
cents allow rint application at lower lvmpera-
tures and high humidities while sall providing
imnprowved scab pesistinge, gloss enhancement,
and improved rheology moditier efliciency; based
on renewable materals

& ToamBlar A-45 low-YOO, mine] oil-free de-
foamer elleciive against microfoam withoagt re-
during gloss: provicdes fast bubhle-break and ef
fective in highly tinted systems

o T¥SE 3220 high performing, solvent lree, WOC-tree
associative thickener designed for premiom coat-
ings; launching in the second quarter of 2008

* Fxpansioo of global technical suppaort centers in
the: I15,, Cermany, and China

Do Coaling Solutions

* ECOSLIRF A7 and 5A% low-fuoam surlactants
Danedl om seed oils

» Acquired TPBEC [3-ioda-2-propyny] bueyl carbia-
mate] technology [through Now Binddes) and
developing new anlimicrobial products based on
this techmology
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CANGUARD Ulla BIT 20 low-color, low-pll,
lormaidehyde-free in-can preservalive based ou
benznihiscolone [RIT) and formulated fir linee-
YOO coatings: o be introduced im North America
u bate 20403

AMNGLHS ARPR VOX 1000 non-VO/, multi-fune-
tional amine ot low-odor, non-yellowing waler-
hased paints that have a low vapor pressue; al-
lorwrs Tor impraved open time and wer edge
without compromising semib resislance
Expanding coatings labwratories in the 4.5, and
{’hina, including high throughpot research capa-
bilities in both lacaliony

Crace Davison

SYLOLD® £ 2006 matting agent with additional
funetionality thal improves mar and scralech e
sistance ane also provides chemical resistance in
CETaln painl sysiems

Ehodia Novecae

Bhonlafac® phosphate esier-based surfaclants
Bhaodoline® phosphate ester Tased dispersants
Lirwe-%0C, APF-free, and FDA-approved
Rhodoline® phosphate ester-based defoamers
Rhodoline additives designed to improve [leewe-
thaw stabilities, open time and gloss

Fstablished new paint lab Center for Research &
Terlmalogy (Bristol, PA) for custolier supppod.
and hew procduct developrnent

Rishm and Haas Company

Rorimma™ 586 zero-vOC, dual acton biocide con-
tainkng KAITHON and Bronopol

Wivly coatingstech.org
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Dosernater™ biodde dosing sysiems providing
greater aplions for safe handling of biocides
Acrysol™ Rv 895™ solvent-fiee, hvdrophobically-
merlified ethylene exide urethane (HEUR) rheol-
opy madifier for enhanced viscosity stalylity to
colotant additkon and improved sag vesistance

Arrysol Rad-3000 solvent-free, nonionic, FIELIR
rheology modilier with unigquely Mewlonian vis-
comity versus slear rate profile that provides good
{ilma build and flow and leveling

Tamaol™ 9245 low-foaming polycarbosylic acid pig-
ment dispersant supplied at 45% solids in the
solinm form for watetbworne fommulations; com-
patilsle with a variety of theolozy moditier
chemistries and provides heat age and viscosity
slability; efficienty disperses mineral slurries

Southern Clay Progdacts

Crptitlo® 1WS VE for stabilizalion of viscosity upon
addition of tint in VOO-compliant formuolations
Uloigite® nanodays are lightweight replacements
for commudity fillers and addimves such as wle,
calcinm cacbaonate, and fumed silica that offer im-
prrowesdd sugface characlerisiics

Trery Corporalioh

Zero-VOC Polyphase™ 800 broad spectrum dry
il series biocides oifering combined
fungicide/algaecide performance; launched in the
Ell and Asia

Farmaldehyde-tree Mergal® 700 range ol broad
spectrurn bioides

Troysan® 1050 cosl effective, high perlorming
aniibactedal producl @
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