Ponder coating is an exdling
gowth segment of the surface
fnshing indsty.  Sdes o ponder
and related  equpment in the US.
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annualy, and oettanly exceed
that amourt in other pats of te
wold, patoady n Buge A
goodeconomyhasstimulated
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bong tme, because it s founded
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pofis  for some, those who
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wil  ulimetely be rewarded by a
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The development of powder
technology originally was
motivated by the need to meet
legislated restrictions on solvent
emissions. Because the powder
coating process eliminated solvents,
manufacturers of metal products ang
custom coaters began to install
powder application systems.

Now, some 30 years after its
introduction, powder technology has|
progressed so that decisions are bei
made to use it for other reasons—

in

either because the performance of theposition when that business ma-

finished coating is better, or because
the applied cost is lower than that fo
traditional liquid coating systems.
Numerous products are converting
to powder coating. Conversions hav
been made by appliance, metal
furniture, and sports and recreationa
equipment manufacturers. Lawn and
garden equipment, farm, constructio
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and industrial equipment builders ar
using powder, as are architectural
metal suppliers. Powder technology
has become widespread in the auto
industry for functional coatings on
underbody parts. Its use on the
exterior of motor vehicles is rapidly
expanding and has potential for
explosive growth.

ShouldYouMake
TheSwitchtoPowder?
To what extent should you, the
surface finisher or custom coater, be
participant in the powder coating
market? If you already are coating
with liquids and your volatile organic
compounds (VOCs) are not a prob-
lem, you cannot ignore the market
being driven to powder by customer
specifications. If your customer’s
competitors switch to powder, your
customer is likely to do the same.
What strategies are available to
you? If you are a participant already,
should you expand? To answer thes
guestions, you need to consider

the competition ... and about yourse
The fact that it is a fast-growing,
billion-dollar market does not
necessarily mean that you can make
money in the business. Every piece
that market in existence today is
already accounted for. You must eith
Ngake it away from a competitor or log
for new business. The trick is to be i

tures—without going bankrupt first!
No company can be all things to a

people, and that's good. It gives the

J little guy an opportunity to focus on &

e segment of the market that the large
regional or national competitor

| doesn’t have time to consider.
Although bigger companies will

Ninvariably be able to purchase raw
materials cheaper and develop othe
economies of scale, they may not be
able to gain the edge in customer
service, delivered cost, delivery time
and marketing intensity that can be

' offered by a more localized effort.
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> The Market  Sitiation

Total annual sales of powder coatings
in the U.S. are estimated to be $730
million. Sales of powder application
services are a considerable multiple of
that—well into the billions—while
yearly sales of associated equipment
is estimated to be nearly $100 million.
The overall powder market is esti-
mated to be growing at a rate of 11—
18 percent per year, in contrast to an
economy that grows at three to four
percent annually, and a paint industry
ahat plods along with the economy.

Four key issues contribute to the

success of powder coating:

» Environmental pressures

» Demand for improved quality
* Declining costs

 Proven technology

Envionmental Pressures
Environmentally driven pressures on
manufacturers to reduce solvent
eemissions continue to expand under
both federal and state mandates.

information about the market ... abolitPowder coatings are devoid of

f.solvents, and outperform any of the
traditional liquid coating alternatives.
Not only does powder coating
eliminate VOC emissions, it often

ofeduces hazardous waste generation to
a fraction of previous levels.

er A manufacturer’s options for

keliminating VOC emissions are to:

N Invest in a new coatings line, shut
down its line and outsource its
coatings requirement to a custom

llcoater, or install abatement equip-
ment. Companies are pursuing all

1 three options.

r The fact that a company outsources
its coatings requirements does not
necessarily mean that powder is used.
If a company elects to use outside
services, it does not always specify
that the coating be applied with
powder. Often, it will only require
that the coating meet the customer’s

, specifications for performance.

The attractiveness of your market
as an existing or prospective custom

powder coater is partially a function
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of the intensity of regulatory control
on emissions. The fact that you are
not now in an intensely controlled
geographic area does not mean that
you cannot compete. You need to
know what the state of regulatory
control is for your region, and also td
what extent competitors have alread
positioned themselves to provide
powder coating services in your area

Demandfor Improved Quiality

The second “engine” driving the
growth of powder coating is the
increasing demand for quality.
Powder offers a coating with better
performance than the system of
coating it typically replaces. Compz
nies of every size are demanding
standards of quality never before
required, making corporations mort
sympathetic to spending requireme
that improve quality. It is a means ¢
gaining strategic advantage.

Can liquid coatings achieve the
necessary level of quality? Yes, but
the alternatives are at least as expel
sive as powder and have more
environmental concerns.

Dedning  Costs

Because of the expansion of powde
coating processes and higher levels
demand for coatings services, the
costs of powder production itself, as
well as the cost of conversion from
traditional liquid coatings systems,
are dropping. In addition, companies
are continuing to develop new

reduce equipment installation,
application and production costs.

Recycling of overspray product is
another cost-saving advantage to
powder. Transfer efficiency can
increase from 30-90 percent or
higher. A secondary benefit to

yconversion is reduction in hazardous
material generation, which results in
1.reduced disposal costs.

Although it is always a hurdle for
companies, both large and small, to
overcome resistance to conversion
expenses, the investment is a worthi
while one.
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shortcomings, powder
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ProvenTechnology

Powder is no longer a novelty. Itis a
proven technology and, as more
n-companies install powder finishing
lines, still more gain confidence by
recognizing its benefits and acceptin
its established position in the industr,

Converson  Constraints

of here are, however, limitations to the
use of powder. So far, it is typically
limited to metal substrates. While
there is occasional use on specialize
plastics, and research continues on
use on wood, neither of these sub-
strates are currently acceptable for

manufacturing techniques that will

Certam types of metal

. .
others to use powder coa as a result, some]

market sectors can be described as already havi
nverted to powder. Products made fr
d metal tubing, for example, are likely to be
powder coated, as well as exercise equipment and m

tubular outdoor casual furniture.

Lawn and garden equipment is assembled from
relatlvely small, Ilght gauge sheet metal componen

tures required for curing the powder
exceed those that the substrate can
withstand before deteriorating.
Although possible, it is difficult to
prepare wood or plastic to create the
necessary static forces that make the
powder adhere prior to heating.

Surface preparation requirements
are more stringent for powder than for
liquids. This generally limits the use
of powder to factory-applied situa-
tions. Seven-stage cleaning processes
are often used, raising the capital
requirements for conversion.

There are exceptions, however.
Powder can be flame-applied,
allowing application outside the plant
environment. Some custom coaters
are generating business through this
method. In addition, powder is being
successfully applied to large, over-
water bridges in Spain, Hong Kong,
California and other areas.

Even when factory products are
made of metal, there are limitations to
the use of powder. In some plants, the
product being manufactured (such as
construction machinery) is to be
gpainted after assembly. If the product
yincludes rubber, plastic or wood
components—even small items, such
as seals and gaskets—powder cannot
> be applied because of the required

curing temperatures. Conversion to
powder would require component
dbieces to be coated before assembly,
tsvhich would necessitate a complete
reordering of the production sequence
or, in some cases, re-engineering of

widespread commercial use. Tempe

re likely tha

the

coated Underbody parts are often f|n|shed with a func-
b,tional bIack powder coating. Commermal applications for

powder industry is working ha
provements that can compete with liquids. Example

* Architectural qu
» Automotive clearcoat

ahe product. (For the custom coater,

es and store shelvin

y include:

« Plastic coating
* Low-temperature curing

rope, metal architectural building products are often

2 ( oated ThIS is not the case in the U.S., because of
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this could represent an outsourcing
opportunity—manufacturers that
cannot convert to powder will need t
send those parts out for coating.)

It may also be difficult to achieve
the required temperatures if the met
is too large or too thick. Additional
heat energy to accomplish this adds
the cost of powder coating. Products
with deep recesses may also pose
problems for powder coating becaus
of the “Faraday Cage” effect on
powder as it is being applied.

The most common constraint to
converting to powder is capital cost.
In addition to the cost of new applica
tion equipment, pre-treatment syster
and post-heat ovens add consideral
to the investment. Although there are
many examples of conversions to
powder that achieve a payback peric
of just a few months, companies ma
still hesitate to add a powder line.

In spite of its shortcomings, powdé
coating is a star market performer. Y
many companies report poor profits
powder, lose heart in its potential, ar
more frequently than one might
expect, sell off their powder opera-
tions. Unfortunately, few companies
recognize the attractiveness of the
powder market, so competition
becomes a problem.

IsYourCompany

In a Posion to Compete?

As a custom coater, you need to
evaluate your potential as a new
entrant or an expanding participant i

analyzing your company'’s strengths
and strategic alternatives.

Study your business in terms of
market segments—what portion
involves coating metal products that
alare conducive to powder technology

The companies in your existing
teustomer base are the ones with

which you have developed the close

relationship, and are therefore the
emost likely to use your new powder

capabilities.

If you are in a geographic area tha
includes potential customers, find ol
to what degree they have converted

o]

start-up powder coaters. A reputation
for quality and a strong customer
base, combined with experience in
coatings practices, can position you as
a viable competitor. If you limit
?yourself to liquid-based finishing,
however, you face a future loss of
business from customers moving to
spowder.

The powder market is an attractive
one, and is the fastest-growing
segment of the finishing industry. But

itsuccess is not automatic. It comes
tfrom a determined strategy that
taltimately leaves you with a competi-

-powder already, and if they are using tive advantage. Are you up to the

neutside services. A detailed market

lystudy can improve your ability to

> predict the level of powder coating
business you might expect. It is
dypical for companies to make

y investments of this sort on “gut feel,’
rather than on the basis of such an

sranalysis. However, companies can ¢

ebankrupt by making investments
nwithout first researching the market.
dContacts made during the initial
research are often the first sales cal
for the new business, and may provi
the necessary basis for getting the
financing to build your new powder
line. As emphasized earlier, always
consider the competition—is there
room in your area for another suppli
of powder coating services?
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