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COvercoming the challengos prescnted by the
slowed soonomy And devastated housing market
while facing rising raw materials prices. issUes
wilh some raw matcrial availakility, and increasing
regulatary burdens will not be ensy {or Lhe archi-
fectural coatings segmeant. The building of strongor
relationships between various links in the sopply
chain, however, is ong approach Lhal contractors,
renw mnaterial supplisrs, casting manufacturers, and
architecls find to be highly beneficial.

Fortunately. it appears lhal business is im-
proving in the coatings industry overall, In an
Ecanomic Benchmarking Survey conducled by Lhe
Amctican Coatings Association in the second half
of September 2010, nearly halt of the manufac
turers and 85% ol suppliers and distribulors that
participated in the survey reported that business
had improved cwer @ year ago. The most signifi-
cant perceived risks facing he coatings industry
[or bith manutacturcrs and supplicrs, according
ta the survey results, are raw materials pricing and
auailﬁhilit}'. iagging consumer demand. and regula-
IOy pressures.

In respanse Lo raw material conslraints, com-
panies roported that they had substituted 2
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differenl raw material or switchod o 8 different
supplier of grade of matenal where possiblo,

ar, atternatively, had cnly partially filled orders,
disconlinued production of ane or mare product
lines, or idled praduction capacity. & number of
respondents charactorized the problem as an is-
sue of their inability te pass along price iNcreases
to customers. Respondents indicaled that volume
reduction and margin shrinkage due to market
price rasistance as well as lirmftations on growth
are resuiting fram renw material shorlages and ris-
ing prices. Some respondents, thaugh, view supply
issues as shor-term concerns, with increasing
regulations and political uncertsinties presenting, a
Ereater risk {or Lhe long term.

Recently, however, Lhe availability of supply and
the issug of rising raw material prices have placed
same stress on Lhe relatinnships betweon resin,
additive, and pifment suppliers and paint manu-
facluvers. “We have very strong relationships with
rost paimt manacturers—nationals, big regionals,
and independerts—and work closely with theim to
ichentify markel nesds and direct product devoiop-
rment itorts,” notes Joseph R, Johnson, field mars-
keting rrana e for Architectural Coatings with Dow



Croating Malerials. "The sales controls, allocations,
angd force majeurs an certain raw malerials have
led rarvfacturers 1o reovaluate the relationships
Lhey hawe wilh Eheir suppliers, though, and many

are loaking to identify co-suppliers ralher Lhan rety _ = - —
only on a single source for koy raw materials, Add in o "JJ
Lhe Tacl that resin, additive, and pigment praducers B “There is 2 lot mare reformulation going on than ever

befare, and that means there is more opportunity to
be truly innowvative, That cpportunity is imcreased when
partnerships are fammod with paint manofacturers that

have been forced to frequently pass price incresses t’c_.,-,—”"
o to their customers in recent years, and it is net
surprising that some tension has developed.”

In general, Lhere is & trend for paint manutac
turers to be conseryative on cosl, agrees Diana
Strongdosky, vice president of R&D for the Coatings
Division of The Sherwin-Williams Company, "People
have been focused largely on the shorl Lerm, pear-
tigularly availahility of raw materials. This intense
locus has led to & despening of some paint manu-
facturer/supplier relationships and a weakaning
of gthers, Thore is ne doubt that the situation has
loreed paint producers o evaleate their options.”™

Whether il is raw material availaility or in-
Creasing regulatony restrictions, Strongosky erm-
phasizas that the solution to avoroaming these
challenges is innovalion. “Innovative technolagy
that can really move the industry fonward 15 eruciaf
for continued growth. Dur customers want coat-
ings with nowel funclivnalily that can do things not
proviously expectao. and we naed to come o with
the tevhnolody to provide those products, Such ad-
vances will regquire collaboralion with suppligrs and
partners insicde and autside the ceatings industry,
Despite the tensions resulting frem raw matcrial
availakility and pricing issues, we plan to confinue
partnering with our strategic suppliers in order to
achigve Lhal goal "

lohnson agrees thal suppliers and paint manu
facturcrs must kecp working closaly together, not
only Lo develop new products, but to find ways 1o
make the end user understand Lthal price incregses
arg hecessary in arder to keep the coatings indus-
try heallhy and viable. In addition, suppliers must
provide real value, "We continue 1o have rull-
lerveal mnd multifunctional relationships with paint
manufaciurers i order Lo be able to provide new
technoiogics that will enhance the value of coaling
produels, Without that added value, wo will rovert
back to a simple pricing game thal will be truly
detrirnental ta the industry. [laving those strong
relationships with our customers makes it possible
to provide that valus,”

In fact, these collabaratiaons are becoming in-
creasingly necessary, according to Mastar Paintar's
Institute (MPI) president Barry Law. "Consalidstion
al painl manufacturers comiined with the rocos-
sian has resulted in declines in RED inveslmernt
by forrmulators, with this function transferred back
ta the level of the resin and addilive =uppliers,” he

are eager Lo really advance coating technology.”

notes, In addition, with regulation and cortification
requirermnents changing so rapicdly, pedrt [-:[:-rnpanies
da not have tine to completaly develop new prorl-
ucts that are compliant, and thus arc relying maore
an the raw malernal suppliers Lo comes up with the
hest scluticns possible given the time frames in
which they must work. "Therefare,” he obscrees,
"Lhe relalionships belween coaling manufacturers
and raw material suppliers must strengthen in ar-
der for both to be successil.”

Fegulatony pressures Arg nob always viswed
a5 a negative, thaugh, "We choose to [ook al e
changing regulatany cnviranment s an apportu-
nity Lo create novel mgterfals. Regulations have
apened the paint can and enabled resin and addi-
tive suppliers to ramp up their R&D offors. There
is 8 laL more reformulalion goéng on than ever
hefore, and that means there is mMare opportisnly
to e truly innovative. That opportunity is increased
when partherships are formed wilh 'uaint AN
facturcrs that arc eager to really advance coating
tezhinglogy.”

Wilh Lhe shorl developrnant windows often cre-
ated by changing regulaticns, it is also critical Lhal
formulators get reliahle information from ond users
such as architerts and conlraclors abeut what im
pravemonts arc necded, Shenvin-yWilliams,
according to Strongosky, interacts with architocts
an a number of levels, including markeling and
salos, which take part in the spocification process
lor different projecls, and RED, which may get
iwolved in product development to meet unigue
product properties for & specific application,
Company representatives work closely with archi-
tocts to help train therm an goncral coatings issues,
Lhe properiies and characleristics of new products,
and cther arcas such as product compliance with
standards and regulations.

For Peter Pleiffer, a principal with Barley &

Pleiffor Architocts, the quality of the paint is abso-
lutely crilical, as is choosing the right paint tor cach
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¥Because rmast of the architects working
fram these specs, and many of the
contractors as well, aren't familiar with
MPI standarcls, | find it bast to identify
prducts that meet the standards and
include them in the specifications. As
a rasult, my interactians with paint
cormnpany reps have increased in the
last 3-10 years .. .7

application and following tho proper preparation
and application procedures. While he knows some-
thing about paint frem kis days painting rental
prapertizs with his siblings for his parenls, he still
lirels Lthe advice he gets from knowledgeable paint
COmpany representatives to De invaluable. “lam
always looking ta loarm more about the coatings
thal are availabile and the lechnolegy behind them
g that | can he sure | am specifying the proper
prep and application procedures and the most du-
rable paml fer Lhe job,” be comments, "l have good
relationships with the paint manufacturers whose
reps can provids that information gquickly and are
alsn responsive il Lheve s & problem at a job site
and are willing to help addrass tho issues, whelher
it is product- or application related.” He adds that
distribution chamnels are also.important, hocause
casy acoess to the product is crucial for tirne-con-
strained projects.

Meanwhile, Mike Kolansky, an associate with
ADA Architects. preparas spacifications for public
painting projects (schools, munizipal buildings,
etc) and works rem a MasterSpec™ for many
matctials that require the paints he spacifies Lo
comply with MPI standards. "Beeause most of the
architects working from these specs, and many
ot the contractors as well, arcn't familiar witks MP
slandards, Ffind it best Lo idenlify products that
meet the standards and include them in the speci-
fications. As a result, my interactions with paint
company reps have increased inthe last 5-10
yodrs, and having access to knowledgeable people
i% very important.”

The changes in coaling larmulaticns as the re-
sult of regulations and the drowing green building
movernaent are aiso having an impact oh the rala-
tichships betwaen members of the supply chain.
A5 mentioned above, these pressures are driving
raw matarial suppliers and coating manufactur-
ors closer together. but they arc placing some
strain on interactions between architects, paint
companies, and contractors. "The grocn mowve

ment is driving groveth for some aspocts of the
Coatings market, but it also is having uninlended
coNsCcquences, which are largely derived from the
reduced performance of many of the 'dreener
products now in the marketplace” Law savs. He
does add that quality is improving far many wa-
terborne allermatives to traditional solvent-based
coatings, but in certain applicalions improvement
is still noeded.

Pzint companics and suppliers are comimithod
Lo suslainability and the development of “greenes”
products at the highest corporale levels, acoord-
ing to Johnsan, There is still some gueastion about
what “graen” means, theugh, and this uncertainly
can be troublesarme. “It seems thal mosl peaple
arc wrostling with the definttion of green prod-
ucts does it mean low mdor, low YODs, no alkyl
phenol ethoxylates (APES), or minimiged carbon
foctprint? The cxistence of numerous different
gslandards and cetifications adds to the oonfu
sian for everyone fram raw malerial suppliers to
contractors and do-ityourselfers.” Recently tho
Federal Trade Commission imsued Guides for the
Use of Environmental Marketing Claims Lo prevent
the talsc or mislcading use of environmental torms
in produel adverlising and markefing and reduce
consumer confusion. It remains to be seen if this
action will have any real impact,

The: gnd consuiner is dlso an influential
audience in the supply chain, and Lhis group is
bhecaming maorg awarc than in years past about
the subjecl of green, so this trend will continus
1o grow as their demand for gresner products in-
creases, according 1o Rebbic Jimmer. Dircctor ot
Communications and Ablliances for the Pairt Cualily
Institute (PCH), an indepandent source of informa-
ticn on the bensfits of using high quality paints and
an cutting-edge tiends such as color, decoralive
tochniques, and innovative new ways (o use paint.

Therefore, the problem also stems trom the
fact Lhat everyone fesls Lhal they nead to be zeen
as being grecn, As an oxample, Lavw poirgs to ar-
chitects thal specify exterior paints that meet the
LEED standard for interior coatings. There is no
exterior standard far LECE, and often the products
selecled do nol perform as well as the corwen-
tional materials. That can lead to problems such as
rusting metal pipes (due to roduced corrosion pro
tection from waterborme primerst; bal, allen, the
pipcs arc simply repainted rather than having the
spatification changsd. "The end result is increased
conswmption of resources, which can be mare det-
rimental from a "green’ perspoctive and cortaindy s
more costly,”™ Law slales.

Genearally, architecis receive minimal training
o coatings, and most of that is relatod o selec
tion of paint calors. Therefore, iL s imperalive that



they develop good, long term relationships with
paint manufacturer represenlalives. The interag
tions botwean architects and contractars is often
mere contentious. Architects, according to Law,
tend 1o be suspicious af many contractors, fear
ing that they will provide only self-senving advice.
“While they are rightfully skeptical. thore are many
vary pord conlraclors that ean help save money
an a job, either by identifying a higher parforning
preduct for a demanding application, or recom-
mending & less expansive alternative where a high
level of performance isn™t required.”

Contractors, in turn. are often frustrated by
architects. Allen abrizi, president of nationak
painting firm Raider Painling, Lypically irteracts
with architacts through the genaral contractor, bl
Also receives calls from architects who are looking
far acvice an a regular basis. He has found that
rmost difficulties arise when a specialty coating is
rexqquired for highly technicad applications. It would
he heneficial 1o the indusly i Lhere were more
training for architects on the chemistry and plhiysics
of praints and coatings, particutarly for high perfar-
mance applications," he noles.

Mot unlike architects, though, Tabrizi highly val-
ues the relationships e has developed with knowl-
edgeable paint manufacturing representatives.

"l laving access to reps that really undersland Lheir
privducts and the fundamontals of paint perfor-
mance and are responsive to calls for information
and assistance is critical hecause they can help
asave evenyone a lot of ime and moncy, particulary
when there is a problem o a job.” He adds that
tho training that paint producers provide is also
important, especially for new products, and particu-
larly if new application technigues are required, &85
i3 often the casc with the newer, greensr products
Lhal are being rmarketed foday.

Sherwin-Wwilliams, in (acl, relies heavily on a
widc notwork, of contractors for field testing and
validation of both new and ewisting products, *This
netwark of contractors, with whom we have devel-
aped sustainable longtoerm relationships, provides
crueial informalion about not only our specific
products, but alsa about general qualities and as-
pects thew want o see with respoct to application
characteristics and Lhe perfarmmance of coatings
ance they arc applied,” Strongosky observes,

“Sherwin Willlams, in fact, relies
heavily om a wide network of
centractors for field testing and
wilitlation of both nevs and
existing products."

=

“, .. Dowr Coating Materials daes conduct
forus proups and surveys with contractors
ta learm about the products they use and
find out what needs, problems, and issues
they have with them. "

Training of contractors is also crucial, particu-
larly when intreducing new products. |nrecent
years, training has hecome evian mare important
because contractors ofen nocd to undorstand
why they have Lo switch to 8 new product as well
as learn ahout the product itself, “New producls
can he developed to mect now regulations (lower
VO, make it possible to save time (self-priming)
or exlend the painting season (toleranl Lo low lem-
peratures ar highor humidities), As the regulatory
cnvirgnment continues to remain in flux, and as
new and inhovative technologies are broughl Lo
the market, it is as imporant to train contractars
an the reasons for trying new products as it is to
share with them the proper preparation and appli-
cation technigues, potential areas for use, and the
coating perfaormance profiles,” believes Strongosky.

While Takbrigi has nol had interactinons with raw
material suppliers. Dow Coating Materials does
conduct focus groups and surveys with contractors
to learm aboul the produels Lhey use and find out
what needs, proklems, and issues they have with
tham. “We also want 1o learn albout their wark flow.,
where the major costs e in Lheir jobs, and other
aspects of the application process that can be
impacted by the formulation and the ingredicnts in
it,” Johnsan remarks,

Indlependent paint retailers, afthough respon-
siblg for @ shrinking peocentage of the architectural
coglings mateet. remain imporlanl nonetheless and
have intoractions with most other members of the
supply chain. “Becauss we live and worls in the samdc
COMIMUWNIties as our customers, independent paint
stores ofter paint manufacturcrs a mare personal
distribulion cplen, and we arg fortunate that many
realize the value that we pravide and continue Lo
agerassively support ug,” comments Bryvan Koearber,
president of Budele's Painl in Balkimora, MD.

For Koerber, building strong relationships i
the ke to success. He thercfors is vory active with
Lhe ALLPROY buaying cooperative comprised ot
250+ independent paitt and decorative dealers,

i a8 member of and regularly supports and attends
local architect associalion funclions, and has nuy
merous outside salos ropresentativas that work
closely with local contractors. 1he ALLPRD group
sernves as an informaticn and networking resource,
and atso halps put individual indopendent retailers
an a rmore level playing isld in the rmarketplaces.
"Without the buying grou, it would not be possible
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for independent retailers to remain competitive.
It also makes it possible for paint manufacturers
to interact with the group as a whole at different
events during the year, providing an additional
route for effective two-way communication,”
Koerber says.

Different retailers elect to target different mar-
kets. Some prefer to work with national paint manu-
facturers, while others offer boutique products from
smaller or regional producers with a focus on spe-
cialty and niche markets. The choices are narrow-
ing, though, according to Koerber. “We have chosen
the first option, and have aligned ourselves with
Benjamin Moore because we feel they are a com-
pany we can easily do business with and who we
want to have as a trading partner.” He adds that his
relationship with the leadership at Benjamin Moore
is very strong and definitely a two-way interaction.

Designers and others in the home and commer-
cial décor community are also playing an increasing
role. “Many architects and professional contractors

are increasing their interactions with design profes-
sionals, and we expect this triangulated approach
to achieving ‘surface protection and color decora-
tion” will continue to grow,” notes Zimmer.

Clearly, the continued development of the
architectural coatings market is integrally linked
to the interactions between the various members
of the supply chain. Underlying those interactions
are both tangible and intangible drivers. Product
quality and performance are a must. Having good
products is not enough, though. “Business is built
on relationships. At the end of the day, you need to
understand your customer, whoever that may be,
and have an established rapport with them in or-
der to provide the products that meet their needs
and expectations,” observes Koerber. “Future suc-
cess depends on a foundation of happy customers,
but more importantly on how we are doing busi-
ness today and our plans for doing business tomor-
row. And all three are based on developing strong
relationships,” he concludes. @
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