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Coatings manulfaclurers cansider virtually
all LS, households and businosses 85 podential
custormers, selling coatings as consumer goods to
individuals through & wide variety of cutlets, and
selling products to producers of durable goods,
wirlually all of whom use coalings in their manufac-
uring operations.

Howeower. the painting contractar has al-
ways bean viewesd as A key buying group. Much
of the extensive netwark of paint stores- both
cormpany-owncd and independent dealars—oount
the conlracter as the cenlral comportent of their
business madels, frequently focusing their slore
aperations and assortment on the contractors
needs, Givern thal Lhey are a key customer gronap,
urderstanding the structure of the contracior
markel is criticat.

As discussed in eatlier articles (Coatingds Teoh,
February and April 201 1), the various lederal
slalislical agencies gather a great deal of infarma-
tion about painting contractors, most notattly in
the Economic Cenauz conducted every five vears.
Hawever, other agendcies, such a5 the Bureau
of Labar Statistics (BLS), also capture important
nTormation on the contraclor market that oftcn
paraliels that published by the Consus. While the
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Census most recenlly collecled delailed infarmation
oh painting contractors for 2007, and much has
changed in the LL3. economy since then, the insight
its data provide inlo the struclure of the painting
contractor busingss can still e quite wseful once
adjiusted to the dramatically diffgrent construction
busziness climate as it exists in mid-2011.

The 2007 Economic Cersus reparted that
thers were 2% 553 painting and wall covering
coritractor business entities, emploving 233,138
persons that yoar, OF course, since the profossional
paititing business is intimeately tied to the overall
canstruction market, the dramatic decling in cone-
struction has caused cmploymont among pairting
conlraclors L drop significanthy since the Census
kenchrmark vear of 2007, Recent BLS figures show
that while painting cortractor empicyment Aver-
aged approximarely 241 000 during the course
of 2007, cmplovmont has dropped ovor one third

Thile sha Cenzus co'lects defailed ivfarmat an an the LS.
ecanomy Far years ending in 2 and 7, a5 8 resud ot the tirme
requirac 10 captare ticss data in tha year fallawing the Conzus
yaan, slong swith 1he extensive corrpi gion &nd anasysis done
by Conzas, the dana are not fully releasod for coc 10 140 pears
feallguwirny e gnd al he Cenos peur.



since then, falling to sightly under 160,000 in
20102 Moregwar, in ling wilh recent construclon
dala, painting contractor employment during 2011
continues ta show a docling of over 7% on a same-
month basis from 20140 tevels

The Economic Sensus also provides insight
inLoe slate level activity, Califarnia, of course, rep-
resented tha largest single state in terms of con-
tractor activity, with cver $3 billion in conlractor
revenue. Howsaver, when waighted by population,
the highest level of paiming contactor business
took place in Hawaii, followed by Lhe Dislnct of
Colurnbia, Mevada, Missouri, and Washington
State, The lowest states, in torms of per capita
pafrting cortractor activity, were lowa, Soulh
Drakota, Tennesses, and Arkansas, with West
Yirginia in last place, This certainly relates to the

nomic conditinns and the structure of demand. For
caagmple, @ sirongd market for new residential or cem
riercial construction will drive contractor usages, since
painting in that segment is almost exclusively done
by professional painters, On the other hand, if sgles
ol existing hames fall less than doss new construc-
tion, that might potentially increase the proportion of
the market represerited by the BY customer,

Going beyond the macra numbers, the Census
ard ather data sources give insight into the stroelore
of painting contractor damographies. For example,
the Census provides a breskdown of painting cen-
traclers by revenue, and details how rmany employ
ees wark for cach segment (Figure 23 In 2007,

Ly S - ETH
averall lovel ot constructicn activity, but is also -
influgnued by such Lhings as the makeup of the 2t
painting contractar workforce (€.F.. a unian-domi- HOKD - 2a0
natod workforoe; and cther factors driving up cosls | oo
[transportation costs in the case of Hawail, for ex- | |
amplel. Labeor costs, including wages. salaries, and 501 ! 410
fringe benefits, represented roughly 42% of 2007 : e
ErOss FEve LS, a0 : .

Painting contractor emplayment is a veny @ood [ | e
provy for the architectural coatings market with |
architectural gallong gereraly moving n tandsm a3+ | 171
wilh contractor emplovment, a5 shown in Figune 1. 160
It is nat an absalute prodictor of demand for archi- soc ) l )
tectural coatings, however, since contractor usage A7 2002 2003 2004 2005 200 2007 2002 2009 soll o
constitutes approxirmatsly half the demand for archi - =

. . . , | e Apchiltacture, pallars <= Coeiwctor Cruphagine:. (12005)
tectural coatings. @ proportinn that waries with eco- L PR —— = — ——
Figure 1—&rchilactutal coatings gallens comparad to painting contractor
employment.
A dificvent SLS meazurement. ga.gng
employmenl wilhin (he aeenpatlor e nters -
ard pape-hangers™ (300 47-21400 showed 12000 - GBI R
wige @nd salary amploytrart in tis fie'd of ap- ’
praximately 247,000 in 2008, BELE also indicaled L 45 0
that shera were an additicon 200,000 ar o [
*sef-employed and Lnpaid family workers" urder 1100000 7 1 4n A
Lhis oeeupataral code. Alkaugh the numbcr '
of warkers repored by the Economic Gensus | 95 ano
i pararally congistaim witt tha cccupational £ AR '[ '
cata caplured by BLS, tha ciivity reprezen|ed ’ 000
by salf-smploysd pairtars doce nel appodar pr
to be capiured ir the Ecoramiz Census oala. |
Henwewer, Cansus saparatchy collects infornasion &, 0000 +25.000
on the econamic activity of fegs wha are seil-
amployed in s diffcront cocoacmic serigs enizled FNG0
"Menemp aye Stadislics” which iz largaly bazan ano
on IRS data. Although Cersus does nat pubd.sh ’ i 16.000
data for these persors ohe same laal of data’l
as ir the Econcnic Ceasus, it does so 0 & nest 11,0008
highear aqgregatian, “Builzing Fin'shing Conirac- 2,000+
torg" (MAICS 2383), which includes, ir addition E.ara
iy pairiting caritraczors, such greups as fioering
contraciors, In 2007, this seclor consisled Oi oL |

TOE,A00 parsons with rovenues of ove $33
Eillion, Given BLS estimates of rooghily 200,006
se f-armployed painting contractors. it iz clear that
this growp resrssels a sipniflcant piace of the
oro”™ marke: aclivity.

Aooonding o BLS's Surrent Employresard Sta-
tistles survey, arplaymment in this scctor peckedd
i August 2006 gk over 269,700,
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Figure 3—Cantractor firm demograpiics (finns segmented by revenues and total number
of emplovaast. i
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Figure 3—Ermioyess and average revenus por croploves, by slze of frim,

painting contractors' mean revenues Were ap-
prazimalely $E25 00, with the largest number of
Cantractor fims having gross revenues Detween
$100,000 and $250,000. While a plarality of firms
fiell inlo that category during 2007, the largest nurm-
frer of painting conbraclor emnployess worked for
firms in the segment @rossing between $1 millicn
and $2.5 million (43,781, or 19% of all employess),
with nearly as many working for he 416 firms repant-
ing gross revenues of over $10 millian (40,085,

144,

& significant portinn of painting contractor
busincsses have revenues under 100000,
Muoreover, 31% of all painting and wall cover-
ing contractar firms reported themseves to be
individual proprietorships, and another 7% were
self reported as partnerships.” Firms grossing
less Lhan $100.000 reported having fawer than
ane amployee an their payrolls (not including
the owner-manager aor proprietor). In fact, of Lhe
nearky 26,000 painting contractors counted hy
Cansus in 2007, over 25,000 reporcod having five
or fewor cmployoes on their payrall.

{f course, the professional painting business
offers relalvely lew barriers to cntry—at [east for
residential repainting, which has neither high
cAapital requircments, nor does it reguire exlansive
training or certification [painting contractors who
specialize in industrial and infrastructure painting
projects do, of course. require expensive aguip-
menl and spedialired training). 4s & result, there
are likely to be a number of individuals and 2mall
painting contractor businesses Lhal operate outside
Lhe purview of govermment statistical agencies and
who sometimes workl on 3 “cash” basiz, The cverall
activity reprosonted By these players is likedy 1o be
relalively srmall, but potentially important in cartain
segmeants and markels. Similarly, BLS cmployment

4Tnesa tigures also omit tho saf-craplayad pairl ng contracior
[soe antnota 2.

424

L Total payroll, construction workers' wages
OTuslal fringe benefits
BCost of matarials

BTotal cost of selectad power, fucls. and lubrcants

B Total other expenses

B Tetal payrell, othar employvess' wages

OMet margin

[ACosL of gonslruclion work, subcontractod out
OTetal rantal costs

mTctal depreciation

Figure 4—allocation of costs, painting and wall covering contractors,
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Flgure g—=pecizized firms oy rmarket segment (umber of entitics].

slatistics are unlikely to fully account far the impact
of the "day labor™ market, where contractors hireg
temporany workers frormn a formal ar infarmal hiring
site, often on a cash basis,t

n the othor end of the scale (85 shown in Figure
3], firrns grossing belween $5 and $10 million dur-
ing 2007 reported having nearly G0 crplovees on
ovorage [while a small nurnber of finns grossing
more Lhan $10 million, nat shawn here, aversgad
184 emplovees), Marcover, 85 finnz grow larder, it
appears that each employes becomes more produc-
Live, with revenus per emploves steadily rising as
firms” revenucs increase. This could be explained in
part by the grealer proportions of more ucrative com-
rmercial and industrial work acquired By tirms as they
drow largar and rore capahle.

The Census also veveals a great deal about the
cost structure of the roughly 322 billion (in 2007 )

ZFor exampe, ane 206 study found that day laborers ane
arimarin employed by homeaosngrsrenlers (8% and congiruce
tan cartractors (43%). The top iive day labor nccupsticns are
cangtretan lRhore:, gardarer and landscapar, painter, molar,
and drweeall instaler [with 80% of day abosers separting beirg
proployac 5 & pRinfas at some aoint). Sea "Cn tha Cemoer: Day
Labar in the Uniled States” January 2006, w, ssonet.oelar o
igrrsUpLploaded_fileeMatl _Caylabor-09 the Come:1pdf.

painting contraclor induslry (Figure 43, Total
operating costs, including personncl costs, depre-
oiation, and cost of materials and other inpuls,
were slighlly cver $18 billion, leaving a2 net margin
of approximately $3 billion, or approsimately 14%.
Personnel expenses [wages, salaries, ringe bene-
fits: accourted for half of total costs, with construc-
tion workers' wages acoounting for pne fourth of 1o-
tal costs. The cosl of malerials, which would include
Lhe paints and sundries that cortainly compriss

the mvicrwhelrming majority of materials expenses,
accounted for nearly $4.4 killion, ar 23% of costs.”

The Economic Census also provides signiticant
detdil on the degres to which painting contraclors
foous on parlicular markets, For exampla. of the
et 35,000 painting contractor cntities in business
during A7, nearly 20%: reporled hat they "special-
izerl" (i, they devoted over D0% of their activitics to
a single market segment, such as office buildings),
and mearly 40% of all painting comtractors (13,955)

Eae chawn ir [exncie 2, this doas not raprozent the cntinety
of profossional painter demann, since i does ral ingluils
purchases made ay seff-crployed paintors captured in"Mon-
crnployer® stafistos, Mor dogs il gecounl o incidantal paintng
acl vity dore by other tadesneq. genersl contractors, or Facility
miinterzngs: parsarnal.
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Figure 6~—%pacialized
finne’ chare of revenues,
b rarket segiment.

Figure 7—
Specialized
firmes; rresn
revenue, by
seprment,

Aanast P01

spent 10815 of their time warking in a single end use
segmeanl. Figures 5 and B show the degree of spe-
vialization among painting contractors.

Howeyar, the revenus pie looks quite different,
While linms specializing in residentizl painting rop-
rescnt almest threc-quarers of the specialist firms,
they account for only 45% of the revenusas, On the
gther hand, pairting conlractors specialiFing in office

painting rapproximately 4% of all Tirms), take away
aves 0% of rovenues (Fiduns 5,

Finally, while firms engaged in the pamling
and wall covering contractar business ohyiouwsiy
derive the avanwhelming pottion of their revenucs
from painting (approximalely 0%, they report
engaging in a number of related activities, Most of
Lhis iz characterized as other construction (such
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Figure —
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things as drywall installation, plastering, plumbing,
cte Surprisingly. gven that the full designation of
thiz sepment under MNAICST is “painting and wall
covering contractors.” e wall covering or removal
porticn of the industry represented less Lhan 4%
ol revenues, which perhaps sugecsts a decline of
wallpaper's popularity relalive Lo paint.

A5 most industry obzervers would guass, Lhe
segmenl comprised of painting contractor firms
that focus an singla-family homes (both detached
and attached} is by far the largest, both in the
number of companies spacializing in this arca
A% of all campanias), and in gross pevenues
(E2%5. However, as shown in Figume 7, the averages
revenues far firms specializing in rasidential paint-
ing were, alang with non-residential farm building
painting, the lowest for any specialized firms during
2007, with firms in these areas of specializatiom
garnering averags revenucs of less than 500,000
annually. A& large porlion of the small painting con-
tractor tirms arc focused an the residential markel
{predaminantly engaged in maintenanco painting,
as opposed 1o new construction). On the other end
of the spectrum, firms that specialized in painting
industrial structures and major infrastructure proj-
ects ware the largest by revenue, with earnings of
over 52 5 million {bridges and elevated highways),
and revenues for the small number of firms that

THANCE i3 the Monh Arnerican ineustrlal Classilication System.
MAICS replacer the less detailed Standard Industrial Codes,
or SIC.

MNonrasidaential

2,795,847

1,447 061

Manbnilding coasiruction, wotal

specialized in painting power plants [not shown)
ayoragod aver 318 millicn,

Comrmon ways of segmenting the industry con-
sider whether the work is new consiruction or main-
tenanco painting irepaint), or whether the wark is
residerntial, non-residential, or non-tuilding (hypically
relating to infrastructure construction). As shown
in Fidure 5, the |argest scgment during 2007 was
resicenlial, and Lhal segment was driven in rgughly
egual porticns by new construction, and mainle-
nance and repair {with additions., cto. making up a
small partiom). Non-residential, on the other hand,
saw a much more oven split between the three types
of work. Finafly, i the relatively small non-building
sepment. the largest portion of the wark, by far,
was in mairtenance and repair, which representad
roLghly two-thirds of the value of the segment.

&s noted, there have been substantial charges
in the construction economy since these data wers
callected, and the painting conlractor busingss has
undoubtedly seen significant changas—particuwlarly
Lhe dramatic decling in new construction since
2007, However, with appropriate adjustments, the
government data can still provide usceful Insights
inta this key end-use markel. &
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