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ith per capita paint comsumption currently at one ol the Towest Jevels
in the world, India presents Uie coatings industry with a vast market potel-
tial. Bolh domestic and intemationat paint manufaciarers hepe to leverage
that potential into real sales valne as consumers in the country become
taare able and willing 1o buy thedr products. ' The Indian market ditfers in a
number of ways, though, from markets in other emerging regions as well ay
developed coummies. New entrants will need to be aware of these unique
characteristics.

Lsternares tor the value of the Indian coatings market dilTer depending on
the source, Market research Drins pol the total value of sales at $2.1-82.7
Biltion dollars, while domestic paint manufacturers believe the figure o be
as much as $3.7-%3.5 billion. Volume consumption is estimated 1o Tie
arcamel 08000 §o 1000000 Lonnes per year

Muostagree Lhat the market has been growing at abowt 153% per vear in
both value and volume terms and that a rate of 12-15% should be main-
twinable for the loreseeable [wiare. In general, sales of coatings increase at a
rate approximately 1,.5-2 times that of the overall growih rale for the Indian
COOTICTY,

In developed counuies, and even in Ching where tremendous industrial-
ization has ocouwrred, the marlet is typically divided evenly between indus
trial andl architeciural coatings. To India, Towewver, sigmificant levels of indus-
(rialization only began to take place in e pasi five vears or so. As a result,
the country has one of the highest percentages of decarative paint use in the
world, arcornding wo e lerry Knowles, business manager at TRT, a division of
Business Research Group (UK Lid. Architectiural coatings, in fact, aceornt
for 708080 of the ol markel.

As industrialization continues, though, industeial coatings are antidpatedd
to take an increasingly larger share of the marlset, Sales of aulomotive (3EM
contlings are the fastest growing ol all indusirial couling types, This is not sur-
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prising given the rate at
which incomes are ny-
ing and the increasing
sie of the middle class.
These factors are also
driving the strong
growwlh i e decorative
segment. "The growth
in the comstruetion,
brcausinig, eod agricul-
tural sectars, and the
rowth in disposalile in-
come Lhrowgh crealion
ot new white collar
jubs, is driving the ar
chitectural coadng busi-
ness in ndia,” remarks Ashok Saint, vice president-
special projects with Kansai Nerolac Paints Trd (KNP}

The leading paint manufacturers in Todia are well
positiomed o ke advantaze of the situation.
“(hganized” companies, or those that publicly report
their acrivities, dominate the market, bl ihers are
200 4000 “unorganized” tinns, or smaller, often
regional plavers, competing with low-cost products.
These companies canlrilule abwul one-third of total
industey sales. The tour top commpanies—Asian Faints
Limited {APL), Kansai Nerodae Painis L, (KNP,
Berger Mainis India Limited [BPIL), and 1CL
(AbzoNobel) India—account for more than 800 of
sabes of organized s and alxoul 65% of all manu-
faclurers combined.

‘Lhese major tinns have established a presence in
the 75,000 paint shops spread aoross e counley,
“India s unique in tiat distributers are very uncom-
meon, and the do-it-veurselt [DIY) marker s practically
nom-exislent,” noles Dan Murad, president and COO of
the ChemQuest Group, Inc, bMost worls s completed Ty
skidled painters, primnarily ecause Talyor s inexpensive,
Il also because there s a very high level of sutface
preparation recuited.

A a resudt, the channe] wr marken s theough paint
slores thal sell many ditferent brands and have in-
stalled the necessary tinting sysiems lor each hrand. In
order tor supporl this syslem, palot manufacturers must
maintain very large inventorics o order v keer all li-
catons well stocked. The majors have established man-
wlaciuring facilities in the four main regions within the
country te help address this issoe.

“Cine of the main challenges we [ace is handling a
vast number ot SKUs to serve a large base of
retailers/oustommers that are geographically speead oul”
says Sainl “we need to make sure that these multiple
sales locations do not ever have a shortage of matenal.
Location of plants near the customer base becomes
crucial under these condittons.”

wwaw caatingstech.org

l

~ Market Update

In addition to the Tack ol a DIY segmeni, the high
volume of Tow-cost distempers stll sold in India [luether
elifferentiates this coatings market from dhers around
Lhe world, About 200,000 lons pet year {approximalely
208 of the decorative sector) of these animal caessin-
lased products are sold at less than 0,50 per pound.
They still find widesprread use i rural areas. Lime poswe-
der alsor conlinues Lo serve as a paint substinnte in the
pouresl sections of India. And large quantities of sol-
vent-based alkvd enamels are siill used, gepically in
smaller cities and Lewens.

Movement away from these products has begun (o
occur, though. Disiempers have largely been replaced,
particularly [or interler applications, with agqueous
acrylic emulstons. The leading paint commpanies are
wiorkingg to educile consumers about the advaniages of
witerhorne coalings, panticularly with respect to the ¢n-
hanced protection they provide, "Our efons are stari-
ing to pay off.” says Ashawin Dani, vice chairman and
managing direclorn, Asian Maints Limited. “Many in the
prowing middle dass now recognize the superior qual
ity and improved assthedos i can be achieved wilh
acrylic ernulsions, and they are willing to pay a slight
premium tor these produces,”

Saiit adds tha emulsion sales will increase further
as the supponting infrastructure is installed. For exame-
ple, color dispensing machines are now available in
aboul 30-004% of the paint shops, maling it pussibile
tor consarmers o seleot Trom a wide wirlety of colors,

Urice sensitivity remains an issue for many in Tndia,
though, and will Tre: for seme tme, Manolaciurers rec-
cgnize this wuth and are working to make neveer tech-
nology available to everyone, At KNP we have inlro-
duced emulsiony al different price points to suit the
pockets of different end consumers, thus mmalang the
transition rom low-end prochocts e emalsions easier”
explaing Saini.

Tlie shift 1o warer-hased paints rellects 4 growing in-
teresi in premiwm prodoucts. "Cleady there 1s a strong
change in terms of consumer preferences @l fasies,”
notes Dani, “Many more people are Uaveling around
the world and being exposed to other cultores and ideas
tor home décor. They are Tiringing this knowledze Tack
with themn ind applying it to their own dwellings,”

TPreterences fora glossier look, access w an expanded
collor palelie thar includes darker shades, and the desite
Lo create special effects ave leading to a growing de-
mand for ligher end lformulatons. bMany companies
are introducing paints designed to satisfy this growing
nerd of comsummerny 1o express thernselves ieough
painL Formuolalions specitically designed for creating
special effecis are gaining in popularily.

Renyale: Play frivm Asian Paints is one example. 1t s a
collection of innovative and ready-to-use special effect
tinishes for interior walls thal has proven very popular,
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The range has een further sirengthened with the addi-
ticn of Rovale Metallics and other variams in 2007,
Impressions Metallic from Kansal Merelac is another
special effect coating. With this emulsion, using differ-
ent application lools, a varew of finishes can be ob-
tained on inlenor walls. Asiin Paiints as also intra-
duced a new range ol Kids Warld olferings, which
ineTudes a “chalk board” product that alliws kids 1o
sc1ibble on the walis with chalk without damaging it;
ot glow products thal ahsorb tight in the day and radi-
ale ir at night. Lnpressions Tisney Emulsion has also
been very popular 11 comes as a kil with application
tools, stencil, and set of colons necessary for creating a
specific design, This product is just ane of mamy iiro-
duced 1o the imarkel recently 10 meel a1 growing interest
I creating “themes” with paint. mpressioms Marlle
stuceo Mindsh was also launched by KNI i 2007 Tor ex-
terior applications,

The majar producers have afsty worked to develop
lead-free formulativns for their decotative coating prod-
ucts. While Lhere are no government regulations cover-
irnge the use of lead in paing, KN Asian Maint, and
otlrer comyranies have voluntartly eliminated lead as an
additive in order to improve the safely of their paints.

The desirte 1o create personal spaces is growing along
with the increase in more permanent housing, The con-
vept of home imortgages has been around tor only
about four to five years in India. As the percentage of
the populaton living in temporaty or semi lemporary
hemsing dimiishes and move people become home-
owners, the demand for unigue coatings products will
become undy grearer,

As this trend coartinues, consamers are hecoming
more imvelved in the paint buying process. Astan Paints
has launched Samplers, an innovaticn in the paint in-
dustry, that allows consumers the [reedom of trving out
a small sampde of paint in their home, shop, or offfce
betore commitling to a pardcular color. “Asian Paints
Sarmplers are designed o increase comsumer invilve-
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ment i the shade seleclinn process,” says Dami, Kansai
Neralac (s creating "Faperience Centers" whele oys-
tomers are given, the opporlunity 1o touch and teel the
rroduct and experimen! with different shades and {in-
shes, "Visualizing the insialled package helps (he cus-
tomer envision the look they will see in thedr own
home andl makes it easier to select the right color/finish
vombinations,” Saini believes,

Larlier this vear, Asian Fainw also introduced Color
Next, which provides consumers with color guides and
décot booklets to help them make hetter choices alwnrt
color. The company is also expanding its [lome
Solutions offering, through which it provides painting
services [patsourced to skilled paioters) o consuimess,
Aowarranty [or the paint is inchrded. Asian Paints
Heome Solotions is now available in 13 cities through-
ol Todia. Stmdlady, KE offers i Nerolae Home
Stylers service in eighl major cities,

Innovalive ideas for servicing costomers and with re-
gared o predoct development will be impociant for
palnt manufaciures in India as they are for producers in
vither parts of the world. Differentiating thirough 1ech-
nology advances and proactively developing new prodd-
ucts in arder W offer contemponry formulations and
finishes i the consumer will be important for suoress
in the Avture Despile the huge potenial tor growtly,
formulators face esver-Increasing raw maerial aml en-
ergy prices and, given the price sensivity of much of
the customer base, must strongly manage cosls while
COTINUINE 10 Ivest in dnnonation.

Abant hall of the different tyvpes of rmw maerials
wsed for coating mamuacivre are impaorted inte India,
which corresponds Lo approximately 3 of raw ouate-
tial requitemaenty. sost are pecrochemical based, and
therefore both fluctiations in crude ail pricing and
chianges in iooport duties can have a signiticant impact
ol prolitability.

“Asian Painrs is Laking the necessary steps in soura -
ing aml furmulation elliciendes to keep the impact of
rising crude and raw material prices to the minimum,”
says [Dand,

Ashok Saini adds that it will be a challenge to man-
age cowts i view of spiraling crode oil prces. “Ttis im.
portant i minimize the impact of these ingreases on
customers. To do so requires a ot of internal working
50 a5 [0 bring in operavonal eflicdencies ro maintain
the betiom line on one hand and compelitive prices
for the customer on the other.”

Cne factor that has helped Indian manufactaeers
mainkain a swrong level of innovation sand competitive
ness is their willingness 1o bdng in foreign techinology
through licensing agreements. “The forelgn companies
have enefited from this arrangement, wo, gaining a
imeans Ior hecoming involved in this high-gronth mar-
ket and collediing a premium lised on the level of spe.
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chidlist value offered by the technology they share,” ex-
vlains Knowles.

ntertiilicnal players that have been involved in the
Indian marke for some time include DulPon, PPG,
Jotun Group, and Chogola, On the supplier side,
Rohen and Paas has constrocted severa] plants in wari
ous parts of he country. Norway's Totun Group recently
expanded 1ts operations wn India with the addition of a
new production facility lor both liguid and powder
products 3 Pune in sMaharashira, 'Lhe company also
plans io open more outlets, and will have a wotal of 36
by the erul of 2008.

Nippon Faini entered the Indian coatings marlet in
7 and is focusing on the decorative segmmend. "We
are focusing on the introdocticon of high guality prod
wels for varfous apphications,” notes sMulhukamar Iver,
product manager for architectural coatings, “We are a
member of the Green Building Counil in India and
strongly believe thar customers are acively seeling
meore enviremmentally mendly praducs,” Cucrently,
the company ix launching a 3-in-1 zere-¥OUO, odoiless
antilmcterial paint. By the end of the year i will intro-
duce lead-lree coatings for wood and a textured fomau-
lation for exterior applicition.

Mippon products are imported into India ai this
timme, but the compaty is comstiacing a facility in the
counlry, Tver anticipates it will e operadional by the
end ol the fourth guirter of 2008 “We have begun
with a focus 1n the southern provinee, aned now are be
ginning to reach oul to markels in the Wesl and the
Norh. Despite the challenges of higher vaw malerial
andl eTerey cosls, wi expect i grow oue basiness in
India quite a bit in 2005," e slales.

sherwin-willinms chose to acquire an existing busi-
ness as ity strategy for entering the Tndian coalings mar-
ket, The company parchased Nitco Painrs in 2007, a
Wislern-based manufactuer and distibulor of spe-
clalty exterior paints and coatings designed [or com-
mercial and public building applications, Shervin-
Williwms will maintain the exisiing crganization and
manufaciunng facility, while enhancing the produc
range, introducing mere echnologically wdvanced
producis, and expanding the distribution platiorm,

Fsrablished plavers are expanding as well, Kansal
Nerolae Paints {KNT) will add a fifth pland for produe-
tiom ot water hased architectural painis at Hosor in
Lami] Nadu and alse expand s waterbome decotative
praint capracity at its existing facility in Lote Parshuoram,
wabarashua. bidusmial coating capaci will be ex-
pamded as well at is Bawal plam i Haryana

with the help of parent company Kaosai Paint Ce,
located in JTapam, KNP has introdoced sevecal new prod-
urts for the industrial coatings market. First Is an acivlic
rathodic elecuodeposition coating for mowsroycle
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[tames that acts as hoth a primer and top coal KNF has
also introduced a wel-on-wet syslem for passenger vehi-
cles, alloweing for applicalion of the Dase, intermediary,
ane rop coat with just one pass through the oven.

Asian Paints commissioned a polymer block at its
sriperumbudur plant and is expanding production at
Uhe site, with new capacity to be onstream Dy the tirs
quarter of 2009, the company also urchased 130 acres
of land ar Rolitak in Harvana and plaos wo build o new
lacility with initial capacity on stream by early 20040,

O the inclastrial side, AFPG (a 50030 joind venture
af Asian Painls and FPC Industries, LSA, for automo-
tive coatings) has acquired the advanced refinish busi-
ness of 101 Tndiz and commissioned & manulaciuring
Mcility in Chennai in March 2008, New powder coal-
irtgs production lines were also installed a1 Asian
Painls’ Sarigam plant in Gujarat. In addition, the com-
pany has [acilities for exclusively manufacmring pow-
der coatings at Baddi, Himachial Pradesh, and Taloja,
Mahatashira,

Rerger Painls recently announced plans to expand
wiater basee paint and resing capacity ar Rishra in West
Rengal and solvent-based paint prodiction at s plant
in Ciog, Subsidiary Reepee Coating Privie Tamited is
cxpanding its paint capacdity in Gajarat, A new automo-
vy paints fawility is under constouction ar Fune in
sabrashira and prelimninary waorl s being mosued on
a new resins manufacturing plant in Goa, The compaiy
is also acquiting Molish external insulation and Hnish-
ing systerns producer Bolix A, and may expart these
products L [ncdia,

The expansion activities ol existing plavers and the
errtrance of new internalional compames Undersoomes
the helief in the industy thar India presents a great op-
porlunily tor growih in the coatings sectol

*The paint industry in ndia has a bright futare, con-
sidering the wery low pex capila comsumplon Tate and
the overall grimwah antkcipated for the countrv's econ-
nnry, " asserts Ashode Saind. “lo the shotl term we will
see mare players enlering the Tetail business, which
might also contribure to furher markel expansion.
Growth will continue at 12-13% vear-on-year, [n the
longer term, Tndia is Tikely 1o witness a change towards
modemized retail channels and mechanized applice
tion wehnology as the markel eventually malures.”

"The averall outlook [oe 2008-09 [in India] appears
10 be positive, but nevertheless challenging. | ligh infla-
tion, rising inlerest rawes, volatide prices of raw maleri-
als, and ripple elfect of the wrmoil in the global finan-
dal markets are faciors thar cannot be neglecte].
MNotwithstanding these imimediate concerns, we are
guite vprimistic abont the potential and opportunities
that Iie alwead in the fuwee,” concudes Ashrwin Diani. 6
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