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Mergers and Acquisitions
Roche dropped its bid to buy Illumi-
na after shareholders made it clear 
that the terms were inadequate. 
Nestlé is buying Pfizer‘s nutrition 
business for $11.85 billion, bea-
ting out French rival Danone as 
both battle to gain preeminence 
in the lucrative baby food market. 
Pfizer looks to focus on its core 
pharmaceuticals business.

More on Page 2 ▶

Markets and Companies
Solvay presented the group‘s stra-
tegic vision focused on value creati-
on and its profitability ambition for 
2016 seven months after the acqui-
sition of Rhodia in September 2011. 
BASF is realigning its research and 
is focusing even more strongly on 
the market and the global custo-
mer industries. By 2020, the group 
aims to conduct 50 % of its research 
and development outside Europe.

More on Pages 5, 6 ▶

Sales & Profits
DuPont delivered record first quar-
ter earnings and sales of $11.2 bil-
lion, up 12 % versus the prior year.
Celanese said that its quarterly 
profit rose 29 % due to strong sales 
of chemicals used to make glues 
and fibers. For Q1, the company 
posted net income of $183 milli-
on, sales rose 2.8% to $1.63 billion.

More on Page 4 ▶

Investments
Dow will build a new manufac-
turing facility for its Dow Coating 
Materials (DCM) business unit. 
BASF will invest €150 million to set 
up a new integrated chemical pro-
duction site at the Dahej Petrole-
um, Chemicals and Petrochemicals 
Investment Region (PCPIR), located 
on the west coast of India in Gujarat.

More on Pages 9, 11 ▶

People: 
At AkzoNobel, Ton Büchner has 
been appointed CEO. He took over 
the helm of the Dutch coatings and 
specialty chemicals company from 
Hans Wijers.
Univar has named J. Erik Fyrwald 
as president and CEO effective May 
7. The former president of Ecolab 
succeeds John J. Zillmer at the 
helm of the chemical distributor.

More on Page 15 ▶
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Global Mind with Local Focus
Biesterfeld’s CEO Discusses Success Factors for the Chemical Distribution Industry

Chemical Distribution in China
Service and Product Offerings Have a Lot of Growing To Do

CHEManager Europe: Mr. Kuck, 
this year’s FECC Congress’ motto 
is “Sustainable and Responsible 
Distribution: The Formula for Suc-
cess.” How can chemical distribu-
tors turn this vague statement into 
concrete solutions?

B. Kuck: First of all, in a company like 
Biesterfeld with such an old tradi-
tion, sustainability and responsible 
behavior are fixed in our funda-
mentals. To achieve our aim — to 
be the technical leader together 
with our suppliers and customers 

in Europe — we have to distribute 
in a fair and responsible way with 
a comprehensive and long-term 
strategy without disregard for our 
values. In general, one essential 
factor and, of course, a formula for 
success for every chemical distribu-
tor is the product portfolio. It gets 
more and more important that the 
products are environment-neutral 
and smart. We consider production 
conditions and environmental be-
havior of our suppliers as well as 

effectiveness and environmental 
impact of the products. This can be 
realized with energy-saving prod-
ucts, which help to reduce energy 
and production costs. We also want 
to preserve resources; e.g., by op-
timizing transport logistics and 
systems we can reduce effort, pro-
tect the environment and reduce 
costs for our business partners as 
well as our costs. Likewise “green 
chemicals” become more important. 
These products and pre-products 

were won by recycling or in an 
eco-friendly way. The demand by 
the entire production chain is con-
tinuously increasing. 

What other aspects are crucial for 
a global chemicals distributor? 

B. Kuck: I see five central key success 
factors of every distributor. First, 
as mentioned before, there are the 
products. Second, the employees 
are very important. You need fitting 
know-how to satisfy your suppliers’ 
and customers’ needs. The right 
mixture of experienced specialists 
and own “new blood” is important 
for our success. We have no plants 
or brands, thus, we have to invest 
in our people. Third, suppliers are 
a central business factor. Finding 
and getting new suppliers is not 
easy. The relationship to our suppli-
ers is long term and is fulfilled by 
trust, transparency and stability. It 
is important to install and develop 
relationship management across 
hierarchy levels and to build up a 
network within the supplier organi-
zation. The fourth key factor is the 
customer.

Undeveloped Market – ICIS, 

a provider of marketing intelligence 

on the global chemical industry, pub-

lished a report in July on the top global 

chemical distributors. Led by Brenntag 

with $10.1 billion in sales (2010), at the 

end of the list, there was a Canadian 

distributor named Interatlas Chemi-

cal with sales of $10 million. And not 

a single one of these 160 companies is 

headquartered in China.

Numerous Chinese distributors have 
sales easily exceeding $50 million — 
companies such as Topship, Golden 
Bridge or the distribution arm of 
Sinochem. After all, the total Chi-
nese chemical distribution market 
is estimated at €16 billion (2009), so 
it certainly has the size for bigger 
players. But apart from indicating 
the limited understanding of Asian 
chemical distribution markets in the 
Western world, the list may also be 
interpreted to illustrate a broader 
point, namely the immaturity of 
chemical distribution in China. A 

number of aspects are proof of this 
early development stage: the limited 
product portfolio of Chinese distrib-
utors, their limited focus on specific 
customer segments and industries, 
and, most importantly, their very 
limited service offerings. 

At Your Service

Let us take a look at a smaller U.S. 
chemical distributor, Hubbard Hall, 
with 2010 sales of about $48 mil-
lion, and compare this company to a 
typical Chinese chemical distributor. 
Despite the limited size, Hubbard 
Hall offers a broad range of services:
▪▪ Blending and packaging
▪▪ Customized formulations
▪▪ Storage and handling of  

chemicals
▪▪ Laboratory analyses
▪▪ Tank cleaning
▪▪ Safety training
▪▪ Process audits
▪▪ Drumless delivery services

Such service offerings are quite typi-
cal for chemical distributors in the 
developed markets and account for 
a large share of their sales and mar-

gins. In contrast, Chinese distribu-
tors of similar size primarily focus 
on trading and logistics of chemi-
cals. With a few notable exceptions 
such as Zhong Yung (which offers 
tolling, blending and marketing 
information services not available 
from its competitors), their service 
offerings are quite limited. 

Coming back to our example, 
Hubbard Hall provides a broad 
portfolio of materials including 
electronic chemicals, heat-transfer 
fluids, metal treatment and fin-
ishing chemicals, paint stripping 
chemicals, phosphate coatings, rust 
prevention chemicals, and water 
treatment chemicals. Again, this is 
a fairly typical portfolio for a West-
ern chemical distributor, with its 

large share of relatively special-
ized formulations. In contrast, most 
Chinese chemical distributors have 
only a rather limited portfolio (of-
ten just 20-50 different chemicals, 
none of which are formulations), 
and instead of sophisticated formu-
lations for specific industries, their 
products are mainly basic solvents 
and/or plastics. Consequently, while 
Western distributors frequently spe-
cialize in specific customer indus-
tries and try to offer them as broad 
a portfolio as possible, Chinese dis-
tributors are more driven by volume 
products and tend to focus on only 
the biggest customer industries.

An Undeveloped Market

This does not mean that chemical 
distributors in China do not have 

an important role. 
Given the vast geo-
graphical expanse of 
China and the higher 
importance of intimate 
customer knowledge 
(not least with regard to 
offering and controlling 
payment terms), particularly 
Western companies definitely 
need distributors to serve large 
market segments. However, at the 
moment, the distribution market 
may indeed be regarded as imma-
ture compared with Western mar-
kets. In China, most distribution is 
in price-sensitive segments with low 
margins (1 %-4 %) rather than in 
the higher-margin (5 % and above) 
segments in which services are im-
portant and which are much more 
important in Western distribution 
markets. The reasons for this dif-
ference are manifold. Chinese dis-
tributors prefer to focus on trading 
large volumes of a limited number 
of chemicals rather than on maxi-
mizing their margins.
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Chemical Connection – As a link between producers and customers in the 

complex supply chain of the chemical industry, chemical distributors are facing 

numerous challenges. In addition to matching supply and demand and delivering 

chemicals and formulations in a timely and safe manner, distributors have to offer 

additional services to their principals and buyers and earn a profitable margin in 

an increasingly competitive pricing environment. In recent years, compliance with 

tightened regulatory standards or sustainability and responsibility requirements 

have also become more relevant for the distribution sector. International distribu-

tors like the German Biesterfeld Group need to cope with this demanding business 

environment. In the course of more than 100 years of existence the traditional 

Hamburg trading house has developed into a group with worldwide activities in 

the areas of polymers, specialty chemicals, industrial and agrochemicals as well as 

pharmaceutical raw materials and agents. This product portfolio is complemented 

with a range of services in the fields of chemistry, logistics and related compli-

ance management. Biesterfeld’s CEO Birger Kuck, a speaker at this year’s annual 

congress of the European Association of Chemical Distributors (FECC), elucidates 

the challenges and success factors for his industry.

“Globalization 
definitively has 

changed our  
business.”

Birger Kuck, CEO, Biesterfeld

Continues Page 8 ▶

Continues Page 4 ▶
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for example:

Tall oil distillation
Lecithin drying
Monoglyceride

Glycerin recovery
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system solutions 
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Israel Chemicals Buys  
Swedish Water Treatment Firm

Sigma-Aldrich Acquires  
Research Organics

Roche Steps Back from  
Illumina Acquisition

Nestle to Buy Pfizer Nutrition Unit

Watson, Actavis Aim for Deal

BK Giulini, a subsidiary of Israel 
Chemicals (ICL), said its BKG Water 
Solutions division bought Tiami Vat-
tenkemi, one of Scandinavia’s larg-
est water treatment companies, to 
boost its presence in northern Eu-
rope. ICL, a fertilizer and specialty 
chemicals maker, is the world’s 
sixth-largest producer of potash. 
Tiami, a privately held company 
founded in 1991, provides industrial 
water treatment solutions, including 
chemicals, equipment and services. 
It also develops environmentally-
friendly water treatment solutions.

“We intend to leverage Tiami’s 
unique product range, strong distri-
bution network and excellent ser-
vice capabilities to boost our pres-
ence in Scandinavian countries,” 
Eli Glazer, general manager of BK 
Giulini, said. Charles Weidhas, CEO 
of ICL’s performance products divi-
sion, said the purchase was in line 
with the company’s strategy to ex-
pand its offering for the industrial 
water treatment sector, a rapidly 
developing market that has been 
building momentum over the last 
few years. ▪

Sigma-Aldrich announced it has 
acquired all outstanding shares of 
Cleveland, Ohio-based, Research 
Organics, to expand the company’s 
buffer production capacity and to in-
crease its portfolio of PharmaGrade 
raw materials for the biopharma-
ceutical and diagnostic markets.

Research Organics is a supplier 
of high purity biochemicals for use 
in molecular biology, diagnostics, 
cell culture, pharmaceuticals, bi-

opharmaceuticals, life sciences and 
biotechnology and will transition 
into SAFC, the custom manufac-
turing and services business unit 
of Sigma-Aldrich. Founded in the 
1950’s, Research Organics was a 
pioneer in manufacturing zwitter-
ionic biological buffers and develop-
ing the HEPES buffer as an industry-
standard. The company expects this 
acquisition to be neutral to earnings 
per share in 2012. ▪

Roche dropped its bid to buy the 
gene-sequencing leader Illumina 
after Illumina’s shareholders made 
it clear at the company’s annual 
meeting that the terms were inad-
equate. Roche had made a $51 per 
share tender offer for Illumina, but 
will allow the offer to expire.

Despite Roche’s aggressive over-
tures, Illumina’s management made 
it clear throughout the process that 
they had no interest in an acquisi-
tion. This was made apparent not 
only through strongly worded let-
ters, but by Illumina’s refusal to 
open the books and begin negotia-
tions with Roche.

The Swiss pharma giant indi-
cated that they would be willing to 
go higher in a negotiated deal, and 
they certainly have the means to do 
so. Considering Roche’s goals for the 
acquisition, however, going hostile 
does not make sense.

What the company was looking 
for here was to add a new, innova-
tive business unit that would main-
tain its own research and develop-
ment organization. Illumina has an 
established product line and steady 
revenue stream, so Roche would 
have become a sequencing com-
pany.Taking all of these things into 
consideration, it is likely that Roche 
wanted Illumina CEO Jay Flatley 
and his team to continue to run Il-
lumina. Going hostile would have 
alienated management and left em-
ployees disgruntled.

 ▪

Swiss food group Nestle is buying 
U.S. drugmaker Pfizer’s nutrition 
business for $11.85 billion, beating 
out French rival Danone as both 
battle to gain preeminence in the 
lucrative baby food market. Pfizer 
put its infant nutrition and animal 
health businesses up for sale last 
July as it looks to focus on its core 
pharmaceuticals business.

Nestle, the world’s biggest pack-
aged food company, was seen as 
a favored bidder due largely to its 
deep pockets, and is paying for the 
acquisition in cash. The Vevey-based 
firm expects the acquisition will 
generate sales of $2.4 billion this 
year and boost margins, thanks to 
its large exposure to emerging mar-
kets, where the population is grow-
ing quickly.

“Its strong brands and product 
portfolio, its talented people dedi-
cated to the success of its business, 
together with its geographic pres-

ence – 85 % of its sales are in emerg-
ing markets – will complement our 
existing infant nutrition business 
perfectly,” Nestle Chief Executive 
Paul Bulcke said. ▪

Watson Pharmaceuticals is on track 
to announce a deal to buy Actavis for 
around $6 billion by the end of April, 
creating one of the world’s biggest 
producers of generic drugs. While 
negotiations are complex, there are 
no major hurdles in sight that would 
stop the two sides from reaching 
agreement, two people briefed on 
the situation said.

Reuters first reported on March 
21 that Watson was close to buying 
Actavis, an unlisted Swiss-based 
firm, in a potential €5.0-5.5 billion 
($6.5-7.2 billion) deal. Since then 

some sources have said the price 
may be nearer €4.5 billion.

The prospect of such a deal has 
been welcomed by Watson investors, 
who believe it would help the U.S. 
group to compete more effectively 
against rivals like Teva Pharmaceu-
tical Industries and Novartis unit 
Sandoz. The deal would also get 
Deutsche Bank out of a hole, since 
the German bank was left holding 
billions of euros of Actavis debt af-
ter a leveraged buyout in 2007 by 
Icelandic tycoon Bjorgolfur Thor 
Bjorgolfsson. ▪

Amgen to Buy KAI Pharmaceuticals 
Amgen will buy privately held KAI 
Pharmaceuticals for $315 million to 
gain access to an experimental treat-
ment for a common complication suf-
fered by chronic kidney disease pa-
tients. KAI’s lead product, KAI-4169, 
is being tested as a treatment for a 
condition known as secondary hyper-
parathyroidism (SHPT), which is suf-
fered by patients with chronic kidney 
disease who are on dialysis. In con-
nection with the agreement, Amgen 
has provided a loan to enable Phase 
III clinical development planning for 
KAI-4169 prior to closing. Through 
the acquisition, Amgen gains global 

rights to the drug, excluding Japan. 
The deal has been approved by KAI 
shareholders and Amgen’s board of 
directors, Amgen said. ▪

CVC Buys Stake in AlixPartners 
Private equity company CVC Capital 
Partners has signed an agreement to 
acquire a majority stake in AlixPart-
ners, a global business advisory firm. 
For the past six years, the majority 
interest in AlixPartners was held by 
Hellman & Friedman. AlixPartners’ 
125 Managing Directors will main-

tain a considerable equity stake in 
the enterprise that was founded in 
1981 by Jay Alix. AlixPartners of-
fers services in four major areas: 
enterprise improvement, turnaround 
and restructuring services, financial 
advisory services and information 
management services. ▪

Dr. Severin Schwan
CEO, Roche

© detailblick - Fotolia.com

© krishnacreations - Fotolia.com



 chemanager-online.com/en



 chemanager-online.com/en

Page 4 M a r k e t s  &  C o M P a n i e s  CHEManager Europe 5/2012

Global Mind with Local Focus

You have to build up a trusting at-
mosphere and a close relationship to 
get problems solved and challenges 
managed. And last but not least, the 
distribution regions and knowledge 
about the regional developments 
are essential for every distributor. 
For anticipating new trends and 
handling challenges, it is indispen-
sable to know the development of 
society, needs and infrastructure 
in the country. For instance, in our 
business area specialty chemistry 
we have to face the aging society 
and have to react to an increasing 
awareness for health, cosmetics, nu-
traceuticals and pharmaceuticals. 

How has the role of chemical 
distributor evolved over the last 
years? 

B. Kuck: The chemical market is still 
growing because of increasing de-
mand for chemistry products in dif-
ferent industries. In line with this 
development the market splits up: a 
commodities market, characterized 
by logistic requirements and price 
sensitivity. No real service, exper-
tise and know-how of the distribu-
tor are required. Opposite to this the 
market for specialty chemicals be-
comes even more service oriented. 
Customers expect their supplier to 
provide technical service, applica-
tion support and specific chemical 
know-how. The distributor is an 
important development partner 
for the customer. The availability 
of laboratories becomes essential. 
In addition to this you can observe 
an increasing market consolidation 
in recent years. Twenty years ago, 
suppliers who worked together with 
one to three distribution partners all 
over Europe had a network of 20-
30 distributors. We went through 
this development with a couple of 
our suppliers. DuPont, our supplier 
for engineering polymers, reduced 
its network of partners in Europe 
from 22 distributors in 1988 to two 
in 2012. While suppliers are reduc-

ing the numbers of their distribu-
tors, the demand from 
customers for a “one-
stop-shop” increases. 
Suppliers and customers 
optimize their contacts and 
concentrate on one selected partner. 
To reduce efforts and optimize costs 
in the supply chain, suppliers use 
their distributor as technical service 
provider for their mutual custom-
ers. Distributors grow together with 
their suppliers and act for them 
pan-European. Biesterfeld followed 
these trends. We serve our clients 
with engineers, chemistry Ph.D.s 
and highly skilled product special-
ists. We organize training for the 
customers’ employees and provide 
chemical laboratories to help the 
customers find solutions and inno-
vations. 

A slogan characterizing the distri-
bution business is: “Think global, 
act local.” How has globalization 
changed the face of the chemicals 
distribution business? 

B. Kuck: Globalization definitively has 
changed our business. “Think glob-
al, act local” is also an important 
aspect of the Biesterfeld strategy. 
Centers of competence act globally 
with suppliers and multinational 
customers. Also purchase and lo-
gistics are centralized to be able to 
optimize costs and to improve the 
availability of each and every prod-
uct all over Europe. To offer our 

service on a high level comparable 
to our quality standards, we have 
regional offices all over Europe. Re-
gional closeness gives us the chance 
to be with our customers and to 
face new trends and challenges. We 
talk our customers’ language, we 
invoice in local currency, and we 
offer local service and deliver from 
warehouses close to our customers. 

This is the best solution for our sup-
pliers to optimize the supply chain 
and customers for getting the best 
service possible. 

Moreover, market and product 
trends are no longer locally limited. 
They have worldwide consequenc-
es, as seen during the 2008 crisis. 
So every distributor has to react to 
worldwide trends, the decreasing 
prices of commodity goods or the 
development of new megatrends. 
Another aspect is the financial 
background of the distribution 
market. More and more compa-
nies are controlled by financial 
owners, mostly by private equity. 
As an independent family business, 
we could observe that the priori-

ties and aims had changed partly. 
In general, the strategic focus be-
came more international and mar-
ket-share driven. The size of our 
company allows us to combine the 
advantages of both: global mind 
with local focus. 

How have the requirements of your 
principals and customers changed 

in view of the recent global finan-
cial and economic turmoil? 

B. Kuck: For our suppliers and for our 
customers it is getting more and 
more important to work in a sta-
ble relationship. We realize it in the 
way to work together in a trustful 

and stable partnership, where prob-
lems and challenges are discussed 
in an open way. We believe that all 
parties involved are stronger when 
they work close together. This can 
reduce financial and economic risks 
— for us and for our partners. We 
recognize for many companies it is 
getting more important to work in 
a sustainable and responsible way 
together. Security and precautions 
became more important than the 
lowest cost because many suppliers 
and customers had bad experiences 
in the crisis of 2008-2009. Loyalty 
and business ethics have grown in 
importance. 

According to a recent study, China 
and India are taking over impor-
tant roles in both the import and 

export of chemicals. What does 
this mean for the European chemi-
cal distributors? 

B. Kuck: The influence of China and 
India on the European market is 
essential. To be one of the biggest 
suppliers and customers at the same 

time has wide consequences to the 
whole industry. Of course the prices 
for the chemical goods are addicted 
to the consumption and the demand 
of Asia. If Chinese demand falls off 
— as it is doing now —trading lev-
els to the world grow and in con-
sequence prices all over the world 
— and especially in Europe — sink. 
Or the other way around, if Chinese 
and Indian demand grows, we in 
Europe have got problems to get the 
tonnage for our European custom-
ers. It‘s a real challenge to get the 
influence of China and India man-
aged. But there are still some busi-
ness segments with small influence 
by Asian producers and distributors, 
e.g., segments of the European life 
science market are still not influ-
enced much by Chinese products. 

These markets are also important 
for sourcing. In Europe we can-

not ignore Asian suppliers if we 
want to offer our customers a 
full product portfolio. 

To better serve your customers it 
is necessary to expand into these 
emerging markets. What is your 
strategy for regional expansion? 

B. Kuck: To reach our aim, to be 
an outstanding distributor and a 
leading expert for solutions for 
the chemistry industry, we have to 
grow regionally as well as globally. 
In Europe we offer a pan-European 
organization through our regional 
companies. Here it is important 
for us to have local contact to our 
customers and solve problems 
and find new solutions together 
with them. Through Biesterfeld 
International we are globally pre-
sent, six presences in Asia and 10 
in the Americas. We are coming 
from international trade and of-
fering more and more service to 
our customers. Also, Biesterfeld 
International helps us to establish 
good contacts to our new suppli-
ers in the emerging markets. Also, 
in 2011 and 2012 so far, we have 
established presences in North Af-
rica, e.g., in Algeria, Tunisia and 
Morocco. Speaking of regional ex-
pansion, we want to expand fur-
ther into the Middle East and Com-
monwealth of Independent States. 
This has to happen step by step to 
fulfill our requirements and quality 
standards. Belarus and Kazakhstan 
are on our agenda. Also we are still 
looking to get a presence in Scandi-
navia and to grow in the U.K. With 
this expansion strategy we are sure 
to be ready for the future. 

 2 www.biesterfeld.com
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◀ Continued Page 1

The demand from customers for a  
“one-stop-shop” increases.

Prices for chemical goods are  
addicted to the demand of Asia.

Abbott Lifts 2012 Forecast

Albemarle Profits Up

Solid Sales Start  
for BASF in 2012

DuPont Delivers  
Record Q1 Earnings

Encouraging Start  
to the Year for Bayer

Abbott Laboratories reported bet-
ter-than-expected quarterly sales 
and earnings, fueled by strong de-
mand for its Humira arthritis drug 
and its wide array of prescription 
medicines, nutritional products 
and medical devices. The company 
earned $1.24 billion, or 78 cents 

per share, in the first quarter, up 
from $864 million, or 55 cents per 
share, in the year-earlier period. 
Excluding special items, Abbott 
earned $1.03 per share. Revenue 
rose 4.6 % to $9.46 billion, topping 
Wall Street expectations of $9.36 
billion. ▪

Albemarle’s Q1 earnings rose, and 
beat Wall Street’s expectations, on 
strong sales of catalysts used by 
petroleum refiners. For the quarter 
ended March 31, the company said 
net income rose to $108 million, or 
$1.20 per share, from $106.6 mil-
lion, or $1.15 a share, in the year-
ago period. Sales rose 2 % to $711.7 

million. Sales of its catalysts rose 
13 % to $293.5 million from the 
same period last year. Albemarle 
also said that sales in its fine chem-
istry unit, which supplies material 
for the pharmaceutical industry, in-
creased 7 % to $190 million. Sales of 
polymer solutions fell 12 % to $228.1 
million. ▪

BASF had a solid start to 2012. Sales 
were higher than in the very good 
first quarter of the previous year 
and rose 6 % to €20.6 billion. In-
come from operations (EBIT) before 
special items decreased as expected 
and, at €2.5 billion (down 7 %), was 
slightly below the same quarter of 
the previous year. 

Compared with Q1 2011, EBIT 
grew by 22 % to €3.1 billion. Spe-
cial items in EBIT resulted primarily 
from gains of €645 million on the 
disposal of the fertilizer business. 
EBITDA rose by €525 million to 
€3.9 billion. At minus €73 million, 
the financial result was €903 mil-
lion lower than Q1 2011. In 2011, 
the financial result included special 
income of €887 million from the sale 
of shares in K+S. 

Income before taxes and minor-
ity interests decreased by €333 mil-

lion in Q1 of 2012 to €3.0 billion. At 
39.6 %, the tax rate was far higher 
than Q1 2011. This increase is the 
result of the largely tax-free gain on 
the sale of shares in K+S in 2011 as 
well as a higher earnings contribu-
tion from the Oil & Gas segment in 
2012. 

Net income decreased by €687 
million to €1.7 billion. Earnings per 
share were €1.88 in Q1 2012, com-
pared with €2.62 in Q1 2011. Ad-
justed for special items and amorti-
zation of intangible assets, earnings 
per share amounted to €1.57 (Q1 
2011: €1.94). 

With cash provided by operating 
activities at just under €1.6 billion, 
BASF has been able to further re-
duce its net debt by €1.5 billion to 
around €9.4 billion since the begin-
ning of the year.

 ▪

Q1 2012 earnings, before signifi-
cant items, were $1.61 per share 
versus $1.52 per share in 2011. 
Reported earnings per share were 
$1.57 versus $1.52 in 2011. Sales 
of $11.2 billion were up 12 % ver-
sus the prior year. This reflects 
8 % higher local prices, 1 % cur-
rency headwind, 2 % lower volume 
and 7 % net benefit from portfolio 

changes. Sales in developing mar-
kets grew 15 %.

Segment pre-tax operating in-
come, excluding significant items, 
increased $252 million, or 12 % ver-
sus the prior year, principally due to 
Agriculture, Performance Chemicals 
and the benefit of prior-year acqui-
sitions in Nutrition & Health and 
Industrial Biosciences. ▪

Bayer Group saw a successful start to 
2012. All the subgroups contributed 
to the encouraging increase in sales. 
Earnings of the Group rose sharply. 
Sales of the Bayer Group advanced 
6.8 % in the first quarter, to a record 
€10,056 million (Q1 2011: € 9,415 
million). Adjusted for currency and 
portfolio effects (Fx & portfolio adj.), 
business expanded by 5.2 %. The 
operating result (EBIT) climbed by 
42.6 % to €1,637 million (Q1 2011: € 
1,148 million). Special items totaled 

minus €169 million (Q1 2011: minus 
€442 million). EBIT before special 
items rose by 13.6 % to €1,806 million 
(Q1 2011: €1,590 million). EBITDA 
improved by 9.4 % to €2,442 million 
(Q1 2011: €2,232 million). This was 
partly due to positive currency effects 
of € 85 million, which occurred mainly 
at Health Care and CropScience. Net 
income increased by 53.5 % to € 1,050 
million (Q1 2011: € 684 million). Core 
earnings per share rose by 15.9 % to 
€ 1.68 (Q1 2011: EUR 1.45). ▪

PPG Industries Profits  
From Strong Coatings Sales

Celanese Q1 Profit up 29 %

Chemical maker PPG Industries 
posted a better-than-expected first-
quarter profit on strong sales of 
paints and coatings. The company 
posted net income of $13 million, or 
8 cents per share, compared with 
$228 million, or $1.40 per share, in 
the year-earlier period.

Earlier this month PPG an-
nounced it would lay off 2,000 work-
ers, mostly in Europe, due to weak 
demand. Excluding charges related 
to that restructuring, PPG earned 
$1.81 per share. Revenue rose 6 % 
to $3.75 billion. Analysts had ex-
pected $3.74 billion. ▪

Celanese said that its quarterly 
profit rose 29 % due to strong sales 
of chemicals used to make glues 
and fibers. For Q1, the company 
posted net income of $183 mil-
lion, or $1.15 per share, compared 
with $142 million, or 91 cents per 
share, in the year-earlier period. 

Sales rose 2.8 % to $1.63 billion. 
On Monday night Celanese raised 
its quarterly dividend 25 % to 7.5 
cents. The results are the first since 
Mark Rohr became chief executive 
of Celanese on April 1. Rohr said 
he intends to focus on new product 
areas. ▪

Ashland Earnings Beat  
Estimates on Adhesive Demand

AkzoNobel Outlook Dimmer  
After Q1 Beats Forecasts

Ashland posted higher-than-ex-
pected quarterly profit as it sold 
more adhesives and coatings. For 
the Q2 ended March 31, Ashland 
posted net income of $88 million, 
or $1.10 per share, compared with 
$485 million, or $6.02 per share, 
a year earlier. The year-ago pe-
riod included a $231 million gain 
from the sale of Ashland’s distri-

bution unit to private equity firm 
TPG Capital for $979 million cash. 
Excluding restructuring programs 
and other one-time items, Ashland 
earned $1.52 per share for the fis-
cal second quarter. Sales rose 34 % 
to $2.08 billion. Analysts had ex-
pected $2.08 billion. Sales rose in 
three out of four of the company’s 
main units. ▪

AkzoNobel warned that economic 
uncertainty as well as high raw 
materials prices posed challenges 
this year. The Dutch firm reported 
better-than-expected Q1 results 
but painted a cautious picture for 
the rest of 2012, citing the weak 
state of the mature U.S. and Euro-
pean economies, as well as slower 
growth in China and Southeast Asia. 
The company didn’t give a full-year 
profit forecast as a result.

First-quarter earnings (EBITDA) 
were €423 million, down 3 % from 

a year ago. Analysts had forecast 
EBITDA of €385 million, and have a 
full-year forecast of €1.894 billion. 
The company reiterated its medium-
term target for annual revenue of 
€20 billion, as well as its ambition 
to increase EBITDA each year while 
maintaining a 13 to 15 % margin.

It reported a first-quarter net 
profit of €70 million from continu-
ing operations, and revenue of €3.97 
billion compared to forecasts from 
a poll of €67.3 million net profit on 
revenue of €3.88 billion. ▪

▪
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Setting Priorities
Fecc to Boost Efficiency and Added Value for its Members

Facing a still challenging world econ-
omy, Fecc has managed to sustain 
its membership while expanding its 
area of work to meet the challenges 
that today’s chemical distribution 
industry faces. Fecc represents and 
supports the collective interests of 
its members through its various 
working committees. These working 
groups provide extensive informa-

tion on trade related matters, cur-
rent and proposed legislation such as 
REACh and CLP implementation and 
represent members in certain cases 
before the European institutions. 

Business Volatility

Increasing volatility in the business 
environment is touching all play-

ers. Business has been affected by a 
wide range of issues, such as social 
and political unrest in the Middle 
East, and financial and economic 
instability in Europe and elsewhere. 
Fecc however, expects the positive 
trends in the chemical distribution 
industry to continue, as most of the 
members report encouraging re-
sults for 2011 and the first quarter 
of 2012. 

Despite of some sensitive issues, 
that may still have a significant im-
pact on the chemical distribution in-
dustry, like the effects of exchange 
rate, the impact of increased raw 
material prices and other ongoing 
challenges for the European econ-
omy, Fecc and its members remain 

fully committed to both regulatory 
and voluntary initiatives. 

REACh and CLP Implementation

After successfully meeting the chal-
lenging deadlines of December 
2010 and January 2011 for both 
REACh and CLP implementation, 
the industry has moved on to an 
implementation phase. Fecc ‘s work 
however does not stop here and it’s 
now focused on the preparation for 
the 2013 REACh deadline. The as-
sociation’s advice to the industry is 
to continue to dedicate resources to 
comply with the challenges linked 
to these regulations, like the man-
aging of information in the ex-
tended safety data sheets. In line 
with Fecc’s commitment to assist 
members in the best way, a guid-
ance document to raise awareness 
and provide suggestions to manage 
the next REACh deadline has been 
developed. 

Fecc continues to play an impor-
tant role in the REACh debate as 
its experts continue to monitor the 
REACh review process, for exam-
ple by participating in the relevant 
studies launched by the European 
Commission. Considering the learn-
ing stage we are in, Fecc believes 
that it’s very unlikely that the Com-
mission launches a revision of the 
REACh regulation as such.

Nevertheless, these are not the 
only regulatory challenges our in-
dustry faces. To name a few, the 
Seveso Directive, the Explosive Pre-
cursors Regulation and the CBRN 
Action list, are some of the regula-
tions currently under negotiations 
by the European institutions.

Partnerships and Strategic Alliances

Fecc strives to continuously in-
crease the benefits for its members, 
since the implementation of the 
2011 – 2014 strategy, a new set of 
partnerships and strategic alliances 
have strengthened the distributors’ 
relationships with the other actors 
within in the supply chain. Work-
ing together has proved beneficial, 

as the recently launched EXCiPACT 
exemplifies. The voluntary interna-
tional scheme aims to enhance pa-
tient safety, through supplier quality, 
while minimising the overall supply 
chain costs for excipient suppliers 
and their users by providing an in-
dependent third party certification 
of manufacturers, suppliers and 
distributors of pharmaceutical ex-
cipients worldwide.

The chemical distribution in-
dustry represented by Fecc is con-
stantly involved in voluntary initia-
tives that lead to an improved sec-
tor. The dialogue between chemical 
manufacturers and distributors on 
the responsible handling and use of 
chemicals is essential to the indus-
try. Responsible Care demonstrates 
the chemicals distributors’ commit-
ment to continuous improvement in 
HSE standards, and Fecc believes 
that an improved and more har-
monized framework for Responsi-
ble Care will ultimately lead to a 
general increase in its adaptation 
throughout the sector.

Interaction within the industry 
and across the supply chain is of 
great importance, to help on this 
matter Fecc strives to offer their 
members networking opportunities 
with other industry leaders, key 
stakeholders and representatives 
from the European institutions. This 
is possible thanks to the annual con-
gress and membership meeting, as 
well as other events like seminars 
and workshops. 

Fecc Annual Congress

Over the years, the Fecc Annual 
Congress has become a recognized 
key event where the chemical dis-
tribution industry comes together 
to discuss the most current issues 
within the industry. It is clear that 
concepts like sustainability, envi-
ronment, renewable energy, green 
procurement, have become an im-
portant part of daily business. Both 
public and private sector dedicate 
vast resources to the various aspects 
that these concepts cover, and the 
chemical industry is not different. 

Fecc believes that it is time to go 
further and turn targets into real 
change, which is why this year the 
theme of the congress is:  “Sustain-
able and responsible distribution: 
the formula for success”.

Most of today’s market leaders 
are those who had the foresight to 
recognize the changing landscape 
in the business world. With the ses-
sion “Why sustainability should be 
part of your business strategy”, Fecc 
aims to emphasize the link between 
sustainability, high performance and 
opportunity. As chemical distribu-
tors have a privileged position in 
the supply chain, the close relation-
ship with both manufacturers’ and 
downstream users will be the focus 
of the session “Chemical Distribution 
Industry Landscape”.

Each year outstanding speak-
ers lead delegates to identify new 
business opportunities. The session 
“Doing Business with the Pharma 
Sector” will provide insight on what 
the sector expects from distributors. 
Knowing the customers’ needs, is 
the first step to building a successful 
relationship, but being able to de-
liver on them demands a high level 
of commitment from the companies. 
The session “Human Resources” will 
advise how to use passion as a driv-
er for excellence.

It is now clear that the indus-
try has to face various regulatory 
challenges and it must never stop 
preparing. The session “Legislation 
and your Business” aims at helping 
companies prepare to comply with 
the variety of legislation and the ef-
fects these may entail.

As European chemical distribu-
tors increasingly operate on a global 
scale, trade policy issues move up in 
the agenda. Regulatory issues will 
remain a top priority for the chemi-
cal distribution industry, as well as 
the active promotion of Responsible 
Care.
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Dr. Uta Jensen-Korte 
director general, European 
Association of Chemical 
Distributors (Fecc)

One For All – An efficient chemical distribution sector plays a key role in 

enhancing the competitiveness of the chemicals industry. The European Associa-

tion of Chemical Distributors (Fecc) and its members contribute to innovation 

in Europe and add value in the supply chain, by meeting the demands of over 

one million downstream users ranging from automotive, electronics, paint and 

lacquers, construction to pharmaceutical, food and cosmetics industries, each 

with their own specific needs.

BASF Realigns Research
Future Topics, Global Markets and Customer Industries in Focus

R&D – German chemicals major BASF 

is realigning its research and is focusing 

even more strongly on the market and 

the global customer industries. Along-

side the further development of the es-

tablished business portfolio, the main 

research emphasis is being placed on 

growth and technology fields that ad-

dress social challenges and offer BASF 

relevant business potential. 

This new orientation is based on 
BASF‘s strategy to intensify its focus 
on sustainability and innovation as 
growth drivers. For 2012, the group 
is planning to increase its R&D 
spending to €1.7 billion (previous 
year 2011: €1.6 billion). “To seize 
growth opportunities we are sys-
tematically expanding our product 
and technology portfolio, establish-
ing an even more global presence 
and increasing our efforts to develop 
solutions for a sustainable future,” 
said Dr. Andreas Kreimeyer, member 
of the Board of Executive Directors 
of BASF and Research Executive 
Director.

In 2020, BASF wants to achieve 
sales of around €30 billion with 
products that have not been on the 
market for longer than ten years. To 
accomplish this, BASF is strengthen-

ing its collaboration with key indus-
tries and concentrating on growth 
fields relevant to society such as heat 
management, water treatment and 
organic electronics. These are new 
business areas for BASF with high 
growth potential. At the same time, 
enabling technologies have been de-
fined – such as raw material change, 
material systems and nanotechnol-
ogy as well as white biotechnology 
– which are needed to generate solu-
tions for the growth fields.

In order to implement the new 
orientation most effectively, the 
research platforms have been tai-
lored to the various business and 
technology areas and assigned spe-
cific topics. Thus, the activities of 
the platform “Process Research & 
Chemical Engineering” concentrate 
on new technologies, processes and 
catalysis. The topics crop protection, 
organic electronics and white bio-
technology are being pursued in the 
research division Biological & Effect 
Systems Research. In the research 
platform Advanced Materials & Sys-
tems Research, activities are focused 
mainly on new polymeric materials 
and system solutions and the fourth 
platform Plant Science, is continuing 
its research into plant biotechnology.

BASF Future Business, which 
opens up new business areas for 
the company, is being expanded. It 
is responsible for developing and 

marketing business areas new for 
the company. At present, the focus 
is on the topics energy management, 
organic electronics and medical so-
lutions. In addition, BASF Venture 
Capital, a subsidiary of BASF Fu-
ture Business, is investing in start-up 
companies specializing in innovative 
chemistry and system solutions in 
BASF‘s growth and technology fields. 

“The aim of the new structure is 

to significantly expand our portfo-
lio of functionalized materials and 
system solutions and continue im-
proving our position in the emerging 
markets,” explained Kreimeyer. “We 
want to strengthen our technologi-
cal and operational excellence, cre-
ate value from interdisciplinary in-
novations and position our activities 
on a global scale to meet the needs 
of the markets.”

Solutions for Better Health

One of the customer industries BASF 
will be concentrating on further in 

future is Health and Nutrition. The 
group already supplies numerous 
products for this market. With the 
introduction of new photostable UV 
filters the company has established 
itself as a global technology and 
market leader.

BASF is also making a significant 
contribution in the health sector 
with its pharmaceutical excipients. 
The bioavailability of pharma-

ceutically active substances is of 
growing importance because ac-
tive substances are becoming ever 
more complex, often with an asso-
ciated loss of solubility. The body 
cannot absorb undissolved active 
substances. BASF has developed 
a polymeric solubilizer, which can 
also make high active substance 
concentrations available for the 
body. Another new polymer is a tab-
let coating system, the first polymer 
for this application which is mar-
keted as an aqueous solution.

Water also plays a central and 
increasing important role in the 

health sector. BASF‘s products and 
solutions for water treatment in-
clude flocculating and coagulating 
agents for waste water treatment 
and also membranes for (ultra)
filtration, for example of drinking 
water, an area of work that BASF 
also established with the acquisition 
of Inge Watertechnologies in 2011. 
The plastic membranes also contain 
pores that are only 20 nanometers 
in size, allowing germs, bacteria and 
even viruses to be filtered out of the 
water. BASF estimates the market in 
the growth field water of €20 billion, 
representing a growth potential of 
more than €800 million.

Global Research

“Effective and efficient research 
is an important success factor for 
achieving our growth targets and 
is simultaneously a factor distin-
guishing us from our competitors. 
Research and development will 
therefore have even greater prior-
ity in future than before,” BASF‘s 
Research Executive Director em-
phasized. In 2011, the number of 
employees working in research and 
development increased to around 
10,100 (from 9,600 in 2010). In 
North and South America as well as 
Asia however, BASF research is still 
underrepresented. “We will have 
to expand our presence and speed 

up our activities in these regions.” 
A first step in this direction is the 
new Innovation Campus in Shang-
hai scheduled to open at the end of 
this year. “By creating innovations in 
Asia for Asia, we want to grow with 
our customers. By 2020, we want 
to double our research activities in 
Asia and the Americas and conduct 
50 % of our research and develop-
ment outside Europe,” Kreimeyer 
explained.

An important asset for globalized 
research is an international network 
of external researchers. BASF is 
already working in around 1,950 
collaborations worldwide with uni-
versities, research institutes, start-
ups and partners from industry. 
One example is the “Joint Research 
Network in Advanced Materials and 
Systems” (JONAS), a new initiative 
for researching functional materials 
in partnership with the universities 
of Strasbourg and Freiburg as well 
as ETH Zurich. 
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By 2020, we want to conduct 50  %  
of our R&D outside Europe.
Dr. Andreas Kreimeyer, Research Executive Director of BASF
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Fecc Member Companies
In Chemical Distribution, Sustainability and

CHEManager Europe: This year’s 
Fecc Congress motto is “Sustain-
able and Responsible Distribu-
tion: The Formula for Success.” 
How does your company turn this 
vague statement into concrete so-
lutions?

Francois Minec (Velox): At Velox, we 
engage in a variety of initiatives 
that underline our mission to be a 
responsible employer and market 
player.

First, we have implemented a 
range of social benefits for our 
employees to protect their health 
and social well-being. Second, as a 
member of the Fecc, we are commit-
ted to the Responsible Care agenda 
and have received the certificate. 
Third, we have also implemented 
a code of conduct, which binds our 
management and employees to re-
spect the principles of corporate 
responsibility, fair employment, 
fair competition and environmental 
responsibility within the daily busi-
ness. Fourth, we included bio-based 
products (Ecozene, Cabopol, etc.) in 
our distribution portfolio to promote 
the market access and development 
of these ecofriendly products. Fifth, 
we thoroughly optimize our logistics 
to save energy and transportation 
costs as much as possible.

John Zillmer (Univar): Maintaining a sus-
tainable business is not a luxury; it 
is a necessity, both ethically and op-
erationally. Univar has long recog-
nized the importance of integrating 
sustainability into the very core of 
our business strategy, ensuring that 
it forms part of our DNA.

Reduction of carbon emissions 
was made one of our top priorities 
almost a decade ago. The introduc-
tion of route planning softwae has 
increased our transport efficiencies 
and led to a reduction in fuel use. 
In the U.K. alone, the introduction 
of this software has helped reduce 
the carbon footprint of the business 
by more than 20 %. Coupled with 
this, the new generation of delivery 
vehicles we are bringing into ser-

vice is custom-designed to minimize 
environmental effect and maximize 
the safe transportation of chemicals.

We are designing sustainability in 
to our sites, implementing simple in-
itiatives that, together, have a signif-
icant influence on our environmen-
tal footprint. For example, advanced 
wastewater treatment systems and 
smart lighting are being introduced 
to reduce water and electricity con-
sumption. We have initiated a Sus-
tainability Challenge for our staff in 
Europe to raise awareness of en-
vironmental issues and to harness 
ideas that can be shared throughout 
the business and beyond. 

We are also proud of the work 
we have done to increase the use 
of returnable containers at Univar, 
which has made a big difference 
since one of our key activities is re-
packaging bulk liquids and powders 
into smaller containers. Univar was 
one of the earliest adopters of the 
use of returnable containers, and 
many of the containers we use are 
of a bespoke design that was devel-
oped using our practical expertise 
to ensure the integrity of the con-
tainers for safe transportation and 
storage of chemicals. We were also 
able to advise on incorporating de-
sign elements that have increased 
the working life of the containers, 
which can be in excess of 10 years.

Our suppliers and our custom-
ers invest significant resources in 
developing sustainability strategies. 
The ability of a distributor to form 
a meaningful and constructive link 
in this chain through serious com-
mitment to product stewardship is 
becoming one of the most important 
differentiators in our industry. 

To ensure product stewardship is 
embedded in our company, we have 
strengthened our supplier approval 
process. We want to foster relation-
ships with partners that recognize 
the value of responsible and sustain-
able business and, like Univar, act 
with integrity. This approval process 
includes assessment of prospective 
service partners as well as product 
suppliers. The assessment addresses 

critical issues such as environmen-
tal and safety compliance, commit-
ments to the International Labor 
Organization labor standards, and 
quality of product or service. 

We want Univar to be a safe and 
efficient place to work. This was one 
of the main motivations behind U+, 
our site certification program intro-
duced in 2006. U+ is an aspirational 
target-based internal certification 
applied to each Univar site to help 
continually improve environmental, 
health, safety and quality stand-
ards. By aiming to ensure our sites 
exceed the industry sector require-
ments, the program has helped cut 
overall Lost Time Incidence Rate by 
60 % over four years, as well as in-
crease the number of ISO certifica-
tions awarded. These achievements 
ensure our business runs more ef-
ficiently and make us a trusted part-
ner for our customers and suppliers 
and a respected member of the com-
munities in which we operate. 

José A. Magalhães (Quimitecnica): The aim 
of sustainability led us to expand 
our geography coverage from Por-
tugal to Iberia and to Africa, and to 
focus on the development of activi-
ties with higher content of service.

Sustainability also led us to de-
sign our installations and operation-
al procedures in order to avoid ac-
cidents, to limit environmental and 
health effects and to use external 

verification such as ESAD II and ISO 
9001 to get unbiased evaluations.
Pavel Kratochvil (Barentz): I agree; the 
formula is vague. Luckily in daily 
operations and daily activities, you 
can be vague. Life proves and clear-
ly shows that those who use only 
empty proclamations and vague 
statements, in business or in private 
life, must be sooner or later lost. It 
is simple as such. Barentz has pre-
pared midterm and long-term plans, 
vision and mission, which have been 
presented to our employees and to 
our business partners. These clearly 
show how we want to develop our 
company within the next couple of 
years. Very soon Barentz will cel-
ebrate its 60th anniversary, and we 
would hardly survive if our plans, 
activities and development were 
not sustainable. We are not in poli-
tics; we are in the hard and very 
competitive business environment, 
where you simply must be concrete, 
sustainable and very transparent for 
your business partners. 

Peter Skou (R2 Group): It is clear that 
corporate social responsibility (CSR) 
is becoming a more and more im-
portant factor. Concrete actions 
that are taken in our business are, 
among other things, verification of 
our partners in showing that every-
thing is done properly.

Distribution is also an advantage 
when we combine truckloads with 
different products for dispatch to 

single customers instead of send-
ing different trucks with different 
products. That is, of course, also a 
key element for the distributor, and 
we continuously have to improve on 
sustainability and responsible care.

Alexander Ivlev (Ruskhimset): Since the 
very beginning, one of the core 
competitive advantages of our 
company was guarantee of avail-
ability of the whole range of chemi-
cal raw materials at our regional 
warehouses. Our customers are 
small and medium-size enterprises. 
They are interested in minimizing 
stock of raw materials at their own 
warehouses, and we provide them 
with the possibility to deliver the 
raw materials as often as they want 
from the local warehouses of our 
company, which are close to the 
customers’ facilities.

How has the role of chemical dis-
tributor evolved over the past few 
years?

Peter Skou (R2 Group): Over the past 
three to four years — and espe-
cially in 2009 — the industry was 
hit by the financial crisis. However, 
the financial crisis and cash short-
age in the market have in reality 
meant that the distributor’s role has 
become even more important. We 
have clearly seen that downstream 
is keen on shipping as much as pos-
sible in one go, and upstream wants 

just-in-time delivery and in small 
volumes. This is where the distribu-
tor is a perfect match, and therefore 
the industry as such had a good run.

Francois Minec (Velox): The notion of 
“partnership” between the princi-
pals and the distributor has become 
increasingly important over the last 
years. Today, our providers not only 
expect us to sell their products to 
small accounts, but they also appre-
ciate our effort in terms of market 
development, developing new appli-
cation fields as well as providing the 
manufacturer with feedback from 
the market and upcoming market 
trends. 

John Zillmer (Univar): As a distributor, it 
is no longer enough to simply wait 
for orders to come in and then ship 
the required products. Instead, we 
have to be proactive. We have to 
truly understand our partners’ busi-
ness so that we can work collabora-
tively to provide them with unique 
solutions. At Univar, we have always 
put significant effort into developing 
world class, cross-border technical 
expertise. This has been a real as-
set when it comes to operating as a 
trusted business partner. 

Increasingly, customers and sup-
pliers are expecting distributors to 
provide market intelligence on our 
products and the industries and 
territories where we sell them. As a 
leading global organization supply-

Formula for the Future – The annual congress of the European Association 

of Chemical Distributors (Fecc) is one of the most important dates in the European 

chemical industry’s calendar. Hundreds of delegates, from business leaders in the 

chemical distribution industry to stakeholders, will gather in Lisbon, Portugal, May 

21 to 23 for this 48th edition of the Fecc Annual Congress. The congress’ theme 

“Sustainable and Responsible Distribution: The Formula for Success” serves as an 

umbrella for a variety of sessions. CHEManager Europe asked the leaders of several 

Fecc member companies about their understanding of this formula. 

“The aim of sustaina-
bility led us to expand 
our geography cover-
age from Portugal to 
Iberia and to Africa.”

José António Magalhães, Director,  
Quimitecnica

“We are not in  
politics; we are in 
the hard and very 

competitive business 
environment.”

Pavel Kratochvil, Executive Vice Presdient & 
Board Member, Barentz

“We continuously 
have to improve on 
sustainability and  
responsible care.”

Peter Skou, Part Owner, R2 Group

“We engage in a vari-
ety of initiatives that 

underline our mis-
sion to be a respon-
sible employer and 

market player.”
Francois Minec, General Manager, Velox

Building the New Solvay on Growth Engines and Operational Excellence
Seven months after the acquisi-
tion of Rhodia in September 2011, 
Solvay presented the group’s stra-
tegic vision focused on value crea-
tion and its profitability ambition 
for 2016. According to Jean-Pierre 
Clamadieu, CEO of Solvay as from 
May 11, 2012, the major transfor-
mation underway based on opera-
tional excellence and the successful 
progress of the ongoing integration 
will allow the enlarged company to 
reinforce its leadership positions 
and execute its profitable growth 
strategy. “After an in-depth analy-
sis of our portfolio, we have devel-
oped a clear strategic intent for our 
different businesses in the light of 
their intrinsic strengths, their po-
sitioning and market dynamics,” 
explained Clamadieu, who will suc-
ceed Christian Jourquin as Chair-
man of the Executive Committee of 
the Brussels-based chemicals and 
plastics company.

In December 2011, Jourquin had 
marked out what his designated 

successor now explained in detail: 
“What we are now building is a new 
organization, an organization which 
will enable us to be faster, more ag-
ile and closer to our markets”, he 
said. “With the integration of Rho-
dia, we have opened up additional 
new avenues, which will also play 
a key role in our future”, Jourquin 
added.

Clamadieu elucidated that busi-
nesses such as Specialty Polymers, 
Consumer Chemicals and Advanced 
Materials, which represented near-
ly half of Solvay’s 2011 recurring 
EBITDA, will be the new group’s 
growth engines. Their strategic 
objective is to seize expansion op-
portunities and deliver double-digit 
growth. For resilient businesses 
such as Essential Chemicals and 
Acetow & Eco Services, and for ac-
tivities more exposed to business cy-
cles such as Vinyls, Polyamide and 
Special Chemicals, the focus will be 
sustainable cash generation and im-
provement in strategic positioning 

allowing Solvay to regain full stra-
tegic flexibility.

“Our ambition is to build a strong 
leader participating in the reshap-
ing of the global chemical industry. 
We want to be a model in sustain-
able chemistry, creating value for 
all our stakeholders”, added Jean-
Pierre Clamadieu. “The execution of 
our strategy will be mainly driven by 
operational excellence and growth 
based on innovation, capacity ex-
pansion in fast-growing regions and 
value adding bolt-on acquisitions. The 
group’s strong fundamentals com-
bined with its ongoing major trans-
formation should allow us to gener-
ate – at constant scope – a recurring 
EBITDA of € 3 billion in 2016.”

Operational excellence in all 
areas – purchasing, administra-
tion, manufacturing, marketing, 
sales – will be a key contributor to 
the Group’s ambition. This should 
generate total cost-efficiencies of 
€ 400 million by 2014 compared to 
the group’s 2010 cost base (includ-
ing the Horizon program savings 
amounting to € 120 million). These 
will comprise global purchasing 
and logistics savings of € 250 mil-
lion and internal efficiencies arising 
from a streamlined organization ac-
counting for € 150 million. In addi-
tion, Solvay’s industrial and supply 
chain teams are currently develop-
ing action plans to improve the com-
petitiveness of our sites and reduce 
capital intensity of our businesses. 
Marketing and sales excellence will 
mainly stem from pricing power and 
cross-selling opportunities across 
markets and geographies.

With 12 major R&D centers 
around the world, 1,700 researchers 
and a net investment of € 218 mil-

lion in 2011, Solvay’s innovation ca-
pabilities are fully aligned with the 
megatrends that are driving growth 
in the chemical industry, such as the 
fight against climate change, scar-
city of resources, increasing con-
sumption in fast-growing regions 
and growing expectations regarding 
health and well-being.

The group’s sound financial 
structure provides the flexibility to 
seize value-creating bolt-on acquisi-
tion opportunities. They will aim at 
strengthening Solvay’s leadership 
positions in attractive business seg-
ments and regions.

“All our teams throughout the 
world are strongly committed to the 
group’s transformation. Their skills 
and enthusiasm give me complete 
confidence in our ability to generate 
profitable and sustainable growth 
and achieve our ambition”, conclud-
ed Jean-Pierre Clamadieu. Asked by 
CHEManager Europe about the pro-
cess of integration of two apparently 
different company cultures, Clama-

dieu said: “There are obviously dif-
ferences but I tend to think that 
based on these differences we can 
build a very strong culture for the 
new Solvay. If I add up the long-term 
vision of what I would call the legacy 
Solvay organization and the short-
term activity that Rhodia had devel-
oped over the years, I think these 
two ingredients combine pretty well 
in the new organization.”

 2 www.solvay.com

Jean-Pierre Clamadieu
designated CEO, Solvay

chemanager-online.com/en/
tags/solvay
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ing products into a wide variety of 
industries, we are able to compile 
a more comprehensive view of our 
products and industries than many 
of our partners. Access to this intel-
ligence allows Univar to operate in 
the best advantage of our custom-
ers and supplier partners, allowing 
those partners to make better deci-
sions when considering new mar-
kets and product lines. This process 
of providing information strength-
ens our relationship with them and 
creates unparalleled connectivity 
across the value chain. 

José A. Magalhães (Quimitecnica): We 
didn’t see a big change in the chemi-
cal distributor’s role. We are channel 
partners, and this is our mission. 

Pavel Kratochvil (Barentz): In short, I 
believe that the role is always the 
same. It is to be an added-value and 
complex service provider between 
the producer and customer. But the 
business environment has changed 
during the last couple of years. Good 
and sustainable distributors have 
to prove their non-replaceable po-
sition all the time. However, I have 
a feeling that still today, even good 
— or perhaps just good and reli-
able — distributors have to prove 
and protect their roles and posi-
tion in the market. Why “just good 
and reliable ones”? Simply because 
the wrong ones are just buying and 
selling — regardless of what and 
to whom and what kind of service 
and added value they bring. These 
distributors do not care how they 
are perceived; they have very short-
term objectives, if any. And also be-
cause of them some third parties 
on the market still think that a dis-
tributor is just a needless element 
in the whole chain. That’s why good, 
reliable and sustainable distributors 
with long-term visions and missions 
must permanently protect their po-
sitions toward suppliers and even 
toward their customers. Although 
there have been some improve-
ments, even on the legislative level, 
during the last couple of years, a lot 
remains to be done in order to bring 
distributors on the same level with 
their partners. 

Alexander Ivlev (Ruskhimset): Even five 
years ago the main function of dis-
tributing companies in Russia was 
informational intermediation. Dis-
tributors researched the market 
and contacted the suppliers, while 
the final customers were not able 
to arrange direct relationships with 
the producers. That’s why distribu-
tors operated mostly as traders and 
sold big volumes to one customer.

Nowadays Russian enterprises 
are much more involved in interna-
tional relationships and are able to 
arrange import deliveries of tran-
sit volumes themselves. That’s why 

distributors should concentrate on 
their classical functions: offer a wide 
range of raw materials, maintain 
the products in-stock and deliver in 
less-than-truck quantities. 

According to a recent study, China 
and India are taking over impor-
tant roles in both the import and 
export of chemicals. What does 
this mean for the European chemi-
cal distributors?

Peter Skou (R2 Group): The behavior 
and market developments in coun-
tries such as China and India are of 
course a very hot topic for European 
distributors. Yes, China and India 
are extremely important markets, 
but we have to look at it as an op-
portunity instead of a risk. 

China is the second biggest 
economy in the world, but on the 
list of income per capita in relation 
to gross domestic product it is only 
No. 93, which means the scope for 
commercial activities with China is 
enormous. Europe has to — as it 
has always done — adapt to a “new 
world” and develop highly technical 
products and solutions, meaning in-
novation for Europe is the future.

Francois Minec (Velox): This means sig-
nificant risks and opportunities for 
us. On the one hand, we face the 
challenges related to market relo-
cations from Europe to China. Some 
customer applications are now al-
most entirely produced on the Asian 
continent where a European dis-
tributor usually has limited market 
access. On the other hand, we have 
the opportunity to develop new dis-
tribution partnerships with Chinese 
manufacturers and to import more 
from Asian countries.

Chris Stockwell (Univar): Like other com-
panies in our industry, our focus is 
on high-growth markets, with no 
better example than China. The 
rise of China as a producer and 
consumer of chemicals has been 
dramatic, and the opportunity for 
chemical distribution is significant. 
The Chinese chemical distribution 
industry is large, highly fragmented 
and in an early life cycle. The same 
is true, to differing degrees, in Latin 
America and Eastern Europe, creat-
ing a significant opportunity for us 
as we expand our footprint in these 
regions.

In addition to expanding our 
distribution footprint, we leverage 
our global sourcing and exports or-
ganization to connect the many net-
works enabling us to provide unique 
business solutions globally. These 
solutions simplify logistics and sup-
ply chain for our global producers 
and customers and allow us to pro-
vide global distribution for local and 
regional producers. 

José A. Magalhães (Quimitecnica): From 
the perspective of a small chemical 
distributor, without any active sell-
ing activities in those regions, China 
and India are used only as sourcing 
alternatives. In this respect our ex-
perience is that the fraud and active 
cheating situations are increasing, 
especially with China. We have sev-
eral cases of cheating and fraud be-
haviors of Chinese companies, from 
fraudulent Reach information to the 
delivery of fake products. This, asso-
ciated with the higher capital com-
mitment, makes the Chinese sourc-
ing alternative less attractive to us.

Pavel Kratochvil (Barentz): There are still 
a lot of opinions on the market that 
these large economies are a kind of 
threat for Europe. I do not think so. 
I strongly believe that it is a great 
opportunity for us. However, it is an 
opportunity only for good and well 
organized distributors who see the 
opportunity on both sides — their 
own sales and distribution over 
there, as well as sourcing possibili-
ties at the same time. But you have 

to invest in that. You must be pre-
sent there, have a lot of good and 
sustainable connections, reliable 
sources, etc. In our company we do 
both — we have our own responsi-
ble sourcing activities in Asia, and 
we are following our development 
plans for our own distribution busi-
ness there. It has become an impor-
tant part of our long-term strategy. 

Alexander Ivlev (Ruskhimset): The mar-
kets of many chemical products have 
oligopolistic structures. Few suppli-
ers of raw materials have appointed 
few companies for distribution of the 
goods, and new distributors had no 
access to the products demanded by 
the markets. In this situation Chinese 
and Indian producers of the same 
products became a good alternative 
source for the necessary products. 
In an environment of multiple M&A 
deals when big companies acquire 
small ones, and the market becomes 
even more oligopolistic than it was 
before, distributors of the small 
companies lose their contracts with 
the producers. As far as there is no 

competitive offer from European 
suppliers, distributors are forced to 
go to China and India to search for 
the necessary products.

But along with the positive as-
pects of collaboration with Chinese 
and Indian producers, there is the 
negative part as well. Manufacturers 
from China and India are ready to 
sell their products to any company 
that applies to them. 

Such a marketing strategy can 
affect the distributors and the 
whole market negatively, because 
the first buyer could already have 
invested considerable time and 
money into the promotion of the 
products, and the second one can 
enter the market with the dumping 
price and ruin the goodwill of the 
producer and the products estab-
lished previously and make their 
market position worse.

 2 www.fecc.org
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GREEN MOBILITY ENERGIZED BY

Increased mobility worldwide calls for new, sustainable solutions. As the technology 
leader in specialty chemicals, we develop innovations that make green mobility pos-
sible. Our high-performance synthetic rubber and rubber additives are used to create 
“green tires” that greatly reduce fuel consumption and CO2 emissions. And thanks 
to our innovative high-tech plastics and plastic/metal hybrid technology, automakers 
can now replace many metal parts with tough, safe, lightweight plastics. The result: 
extremely light and fuel-ef  cient vehicles. Find out more about GREEN MOBILITY™ 
by LANXESS: www.green-mobility.com

“Our focus is on 
high-growth  

markets, with no  
better example  

than China.”
Chris Stockwell, Chief Supply Chain Officer, 

Univar

“One of the core 
competitive advan-

tages of our com-
pany was guarantee 

of availability.”
Alexander Ivlev, General Manager,  

Ruskhimset

“Maintaining a  
sustainable business 

is not a luxury;  
it is a necessity,  

both ethically and  
operationally.“

John Zillmer, Executive Chairman, Univar

Poised for Success
Responsibility Can Serve as Catalysts
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Chinese suppliers of chemicals pre-
fer not to involve distributors at 
all, which for them is easier to do 
than for Western chemical compa-
nies as they have existing networks 
and customer knowledge in China 
and their cost structure is not too 
different from that of Chinese dis-
tributors. Finally, many Chinese cus-
tomers — even small ones with very 
limited technical knowledge — are 
extremely price-driven and reluc-
tant to pay for any services. How-
ever, in the long run, rising quality 
standards and the need of chemi-
cal companies to focus on their 
core customers will drive chemical 
distribution in the country toward 
Western standards.

Contradictions

Finally, some words on the size of 
the chemical distribution market 
relative to the total chemical sales 

in China. Will chemical distribution 
grow at the same speed as overall 
chemical sales? There are a num-
ber of contradictory factors at work 
here:

The share of third-party distribu-
tors as part of total chemical distri-
bution is low compared with other 
countries (6 % in China compared 
with 13 % in the U.S.), indicating 
substantial growth potential. 

However, China has many more 
small chemical customers than 
developed countries (according to 
some estimates, 75 % of customers 
are small compared with 20 % in 
Germany). For chemical produc-
ers, the situation is similar. As the 
industry consolidates and thus both 

producers and customers get bigger, 
the share of direct sales is expected 
to increase at the expense of dis-
tributors.

As multinational companies in-
crease their sales in China in line 
with overall market growth and get 
more familiar with local market 
conditions, they will aim to sell a 
larger share of their products di-
rectly, bypassing distributors. On 
the other hand, multinational com-
panies will increase their standards 
for their local distributors and will 
try to reduce their numbers. Bigger 
distributors may profit from the re-
sulting consolidation.

For larger domestic chemical 
producers, their willingness to in-

volve third-party distributors may 
increase as they rationalize and in-
creasingly focus on their core com-
petencies. Similarly, customers will 
aim to reduce internal complexity, 
increasing the demand for distribu-
tion services such as one-stop shop-
ping and customer-specific offerings 
(packaging, labeling, mixing, recy-
cling, etc.).

The further regional expansion 
of China‘s chemical industry toward 
Central and Western China should 
at least initially boost distributors in 
these regions.

Finally, when more and larger 
chemical distributors get estab-
lished in China, they will become 
more attractive to principals as their 
capability to offer countrywide dis-
tribution and value-added services 
will increase.

Investing In Distribution

Overall, chemical distribution like-
ly will grow faster than the overall 

chemical market. This aspect and 
the growing maturity of chemical 
distribution (with the correspond-
ing higher value creation), make 
chemical distribution an attrac-
tive long-term business proposi-
tion in China. As a consequence, 
Brenntag in 2011 acquired a 51 % 
stake in Chinese distributor Zhong 
Yung Chemical, with the remain-
ing 49 % share to be taken up in 
2016. As Zhong Yung is a distribu-
tor focusing less on volume and 
rather on value added, Brenntag’s 
investment also shows the belief in 
a gradual evolution of the Chinese 
chemical distribution market along 
Western standards. We expect 
both further China acquisitions by 
Brenntag and similar moves by the 
main global competitors in the next 
few years.

 2 Contacts:
Dr. Kai Pflug
Management Consulting – Chemicals 
Hong Kong, China
Tel.: +86 1 36 81 87 39 92
kai.pflug@mc-chemicals.com
www.mc-chemicals.com

Dr. Bernhard Hartmann
A.T. Kearney China
Shanghai, China
Tel.: +86 21 61 82 20 06
Bernhard.hartmann@atkearney.com
www.atkearney.com
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Dr. Bernhard Hartmann
Managing Director,  
A.T. Kearney China

Dr. Kai Pflug
CEO, Management  
Consulting – Chemicals
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Rhodia, Sibur in Strategic Partnership for CIS Market EOR Alliance to Team with Champion Technologies

Huntsman Strengthens Polyurethanes  
Business in Eastern Europe

Biosimilar Remicade Accepted for EU Drug Review

Rhodia and Sibur have taken signifi-
cant further steps in their project to 
create a joint venture in specialty 
surfactants. The aim of this strate-
gic partnership is to create a sur-
factant specialty leader in the CIS 
market focused on the home & per-
sonal care and oil & gas markets, 
two sectors growing at more than 
6% per year.

The two partners have completed 
studies to set up local production of 
surfactants in Russia at Dzerzhinsk, 
at Sibur’s petrochemicals site 
(400km east of Moscow), expected 
to be operational in 2014. In the 
home & personal care market, Rho-

dia and Sibur are working together 
with customers to build business op-
portunities to support their growth 
strategy in this region, where the 
consumer demand is growing rap-
idly (CAGR 8%) and moving towards 
more sophisticated products in cat-
egories such as shampoos, condi-
tioners, shower gels, laundry and 
household detergents. 

In the oil & gas market, a series 
of successful trials of Rhodia’s high 
performance solutions have been 
carried out with several companies 
to adapt formulations to the specif-
ic conditions required for the local 
market. 

“We are pleased to see that with 
our partner Sibur, we have made a 
major step towards setting up this 
joint venture which will generate 
new value for our customers in the 
CIS region.” Christophe Clémente, 
vice president in charge of this pro-
ject for Rhodian Novecare explained. 
“This alliance will reinforce our lead-
ing position worldwide in specialty 
surfactants. Aligned with our growth 
strategy, it demonstrates our com-
mitment to become the preferred 
partner of our customers as they 
expand in fast growing countries,” 
Emmanuel Butstraen, President of 
Rhodia Novecare added. ▪

The Chemical EOR Alliance (an alli-
ance between Rhodia, Beicip-Fran-
lab and IFPEN) has announced a 
strategic collaboration with Cham-
pion Technologies, one of the world’s 
largest oil and gas specialty chemi-
cal companies. 

The companies will work to-
gether to promote and deliver inte-
grated solutions to the oil industry 
for chemical enhanced oil recovery 
(reservoir engineering, chemical for-
mulation, laboratory experiments, 
pilot design, and implementation) 
in the USA and Canada.

Through this collaboration, the 
Chemical EOR Alliance, which offers 
integrated EOR solutions in most 
parts of the world, will benefit from 
Champion Technologies’ vast North-
American footprint and field pres-

ence, and will strengthen its water 
and produced fluids treatment ca-
pabilities. Champion Technologies’ 
customers in the fast-growing North 
American EOR market will imme-
diately gain access to the full suite 
of services provided by the Alliance.

“We are delighted to be involved 
with Champion Technologies in the 
development of integrated chemical 
EOR solutions”, Jean Burrus, CEO of 
Beicip Franlab, Pascal Barthelemy, 
Executive Vice-President of IFPEN 
and Emmanuel Butstraen, Presi-
dent of Rhodia Novecare said in a 
common statement. “Joining forces 
with Champion Technologies will 
immediately offer new opportuni-
ties to respond to the demand of 
North American oil operators, who 
are constantly seeking advanced so-

lutions for improving reserves and 
production in oil fields under devel-
opment.”

“This strategic collaboration is 
a key step in the development of 
needed, integrated chemical solu-
tions for enhanced oil recovery,” 
said Tom Amonett, President and 
CEO of Champion Technologies. 
“This move demonstrates Cham-
pion Technologies is committed to 
finding better solutions for our oil 
and gas customers by working with 
complementary product and service 
providers to provide unique value. 
We look forward to the develop-
ment of the relationship with such 
renowned international organiza-
tions.” 

 ▪

The Polyurethanes division of Hunts-
man has signed a cooperation agree-
ment with Budapest-based Polin-
vent, a research-intensive enterprise 
that has recently developed and pat-
ented a range of novel amine-epoxy 
adducts.

The two companies will explore 
the benefits that can be derived from 
incorporating Polinvent adducts into 
polyurethane and polyurea coatings 

as well as other adhesive and elas-
tomer products.

Under the terms of the coop-
eration, which covers research, 
development, manufacture, trade 
and intellectual property rights, 
Huntsman will have exclusive ac-
cess to Polinvent adducts for an ini-
tial three year period. During this 
time, the two companies will seek 
out new application opportunities 

and create new adducts for indus-
trialization.

Huntsman is also opening a new 
service center in Warsaw, Poland, 
strengthening the capabilities of 
its Polyurethanes and Performance 
Products businesses across Central 
and Eastern Europe, and the Bal-
tics’ territories where MDI demand 
is growing steadily.

 ▪

Europe’s drugs watchdog is to 
evaluate a copycat version of the 
best-selling biotech drug Remi-
cade, used to treat arthritis, in a 
move that underscores how the 
market for so-called biosimilars is 
opening up.

The European Medicines Agen-
cy’s latest list of validated new 
drug applications includes one for 
a biosimilar version of infliximab, 
the generic name for Johnson & 

Johnson and Merck & Co’s Remi-
cade.

The London-based agency did not 
identify the company behind the ap-
plication but analysts at Bernstein 
said they believed it was Celltrion, 
which has a European marketing 
deal with Hospira.

Up to now, complex biotechnol-
ogy medicines, which are given by 
injection or infusion, have been 
largely immune from generic com-

petition, unlike conventional pills. 
But the regulatory landscape is 
starting to change, posing a threat 
to makers of multibillion-dollar 
drugs for diseases like cancer and 
rheumatoid arthritis.

Europe has already approved 
some biosimilars, including copycat 
versions of human growth hormone 
and the anaemia treatment EPO, but 
it has yet to approve an antibody 
drug like infliximab. ▪

Heraeus and Yingli Green Energy Sign $70 Million Deal
Yingli Green Energy Holding, a 
global vertically integrated pho-
tovoltaic manufacturer, and the 
precious metals and technology 
group Heraeus, signed a $70 mil-
lion cooperation and supply agree-
ment. The Heraeus Photovoltaic 
BU, a world leader in developing 
front and back-side silver paste 
for crystalline solar cells will work 
together with Yingli Green Energy 
to achieve significant photovoltaic 
technology advancements, specifi-
cally to reduce the cost-per-watt of 
solar cells to a new industry bench-
mark. 

“As an industry leader, we are 
overjoyed about our agreement 
with Yingli Green Energy since our 
primary focus is the commitment 
to innovation of highly-efficient, yet 
cost-effective products for our cus-
tomers,” Andy London, PV Global 
Manager and Vice President of Her-
aeus Precious Metals North America 
Conshohocken LLC in West Consho-
hocken, Pa. (USA) said.

Under this new one-year agree-
ment, Heraeus will dedicate R&D 
resources in its 3 technology cent-
ers located in West Conshohocken 
(USA), Hanau (Germany) and Sin-

gapore to develop state-of-the-art 
silver metallization pastes for Yingli 
Green Energy’s high efficiency 
N-type silicon solar cells, named 
PANDA. 

According to Jingfeng Xiong, Vice 
President of Yingli Green Energy, 
“Our mission is to provide afford-
able green energy for all, therefore, 
we constantly innovate to enhance 
the quality and cost structure of our 
products. The ability to work closely 
with Heraeus will help us remain an 
industry frontrunner.”

 ▪
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At €18.3 billion, around 73 % of the 
Germans’ project intake across all 
applications came from projects 
outside the country, with 60 % of 
new orders originating in Asian 
countries. In nearly every individual 
engineering field, foreign business 
exceeded business with German 
customers; however, thanks to a na-

tional scheme to promote the utiliza-
tion of renewable resources, AGAB 
members enjoyed a 38 % upturn in 
orders for wind energy plants in 
their home market. The total sales 
revenue of €22.4 billion booked in 
2011 from existing and new projects 
was slightly ahead of the 2010 fig-
ure of €22.1 billion. 

The market for large plant con-
struction is clearly moving eastward 
– to Southeast Asia as well as India 
and the Middle East – says Helmut 
Knauthe, current chairman of the 
contractors’ committee and member 
of the executive board at ThyssenK-
rupp-Uhde. Projects in Asia-Pacific 
accounted for nearly 28 % of their 
AGAB members’ business in 2011, 
Middle East projects for 22 %. In 
large plant construction, Chinese 
projects led the list with 13 %, fol-
lowed by Saudi Arabia with 11 % 
and India with 7 %.

In these markets, German con-
tractors are facing ever stiffer 
competition from Asian engineer-
ing firms based in countries such 
as China and South Korea. To deal 
with the challenges of what is be-

ing called “the new Asian century,” 
companies are establishing their 
own engineering, equipment manu-
facturing and services in the region. 
When cooperating with Chinese 
partners in particular – they are 
paying careful attention to protect-
ing intellectual property, however. 

For 2012, Knauthe predicts that 
German contractors’ growth in or-
der intake could slightly surpass the 
2011 figures. At the same time, he 
suggests, it is equally possible that 
growth could taper off moderately. 
In any case, none of the companies 
belonging to the VDMA committee 
expects that business will return 
to the levels of 2007 or 2008 in the 
foreseeable future. 

Contractors for chemical process 
plants, based in Germany and else-
where, are facing challenges similar 
to that of the engineering sector as a 
whole. The number of large projects 
worth more than €500 million is de-
clining worldwide, and political and 
economic instability often delaying 
projects until far into the future. 
Contributing to the economic con-
straints faced by independent con-
tractors, large chemical producers 
based in developed countries often 
revamp and upgrade existing plants 
rather than building new greenfield 
facilities, as Knauthe points out. 

AGAB sees favorable chances for 
German contractors to make the cut 
in new petrochemical projects pur-
sued in countries that are rich in oil 
and gas. In Russia, where in particu-
lar demand for plastics is rising, na-
tional authorities are moving to ex-
ploit these valuable resources. While 
Russian contractors are world lead-
ers in some engineering segments, 
the German grouping believes that 
the strong demand for technologies 
needed to modernize existing plants 
offers promising opportunities. 

North America’s rush to utilize 
its newly tapped shale gas resourc-
es will result in a wealth of new 

projects, but home-grown contrac-
tors are most likely to benefit from 
this bonanza. By contrast, the need 
to build industrial gases units for 
chemical as well as steel plants, 
for example, will continue to work 
to the advantage of specialized 
German engineering firms such as 
Linde.

With demand for polyurethanes 
growing in a number of sectors 
such as footwear and insulation, an 
at least temporary revival is under 
way for large-scale projects in the 
Germans’ backyard. Two chemical 
giants have recently announced 
capacity build-ups. Bayer Material-
Science, for example, is currently 
constructing a new production facil-
ity for 300,000 metric tons per year 
of the precursor TDI at Dormagen, 
Germany. Start-up is scheduled for 
2014, the same year in which BASF 
will commission a new 300,000 
metric tons per year TDI plant at its 
Ludwigshafen headquarters. 

Whether German contractors 
stand to profit from such projects 
will depend on a number of factors. 
In recent years, the engineering 
departments of the large chemical 
producers have taken over a consid-
erable share of the duties in-house, 
while dividing the “heavy lifting” 
among several outside companies. 
Here, as elsewhere, competition 
from cheaper foreign – especially 
Asian – contractors is intensive. 
South Korean companies are in-
creasingly winning bids for turnkey 
plants worldwide. 

German engineering firms tradi-
tionally have been at the forefront 
of technology developments in 
chemistry and other fields. At the 
same time, the companies realize 
that the days in which reputation 
alone determined who would win 
the prized contract are over. In 
order to stay on top of worldwide 
competition in future, they will need 
to make “massive investments” in 

expanding this leadership, Knauthe 
stresses. AGAB members are al-
ready addressing this issue, he says, 
“working on the standard project 
parameters such as price, quality 
and processing time.”

Taking aim at the Asian compe-
tition, companies under the VDMA 
umbrella have launched a cam-
paign to spotlight their innovative 
strengths in all engineering disci-
plines. In the past, German firms 
were often said to be so proud of 
their technological skills that they 
forgot to actually sell anything. With 
the competitive challenges intensify-
ing, they are now collectively mak-
ing a concerted effort to improve 
their marketing as well as risk and 
project management skills. 

As part of the forward thrust, 
the contractors also will more in-
tensively tout their own innovative 
competence. This, AGAB acknowl-
edges, is all the more important 
where German-based companies 
are at a disadvantage in compe-
tition with contractors in lower-
priced environments. Alongside 
energy and resource efficiency, 
trump cards they intend to play in-
clude expertise in developing holis-
tic concepts for process plants, from 
start-up to shutdown. In the medi-
um-term, the target is to further 
increase the service component of 
their business beyond the current 
30 %. No ballpark figure has been 
named, as yet. 

Author: Dede Williams, freelance 
journalist, Frankfurt, Germany
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The Asian Century
German contractors face up to competition challenges as markets  
for large plant construction move eastward 

Plant Construction – Germany’s large plant contractors took in new orders 

worth nearly €25 billion in 2011, lifting business nearly back to the level of pre-

economic crisis year 2008, reports the large plant contractors committee (AGAB) 

in the German Engineering Federation VDMA. The 11 % year-on-year average order 

increase against the 2010 figure of €22.4 billion was driven by energy applications, 

which soared by 42 %. By contrast, the value of new chemical process projects 

sank by 8 %, from €2.5 billion in 2010 to €2.3 billion. 

Oxo/syngas complex  

at the BASF Verbund site 

Kuantan, Malaysia.

Building Activity Starts on CNPC, 
PDVSA Joint Refinery 

Evonik Starts Construction of  
New H2O2 Plant in Jilin, China

BASF Increases  
Ammonium Carbonate Capacity 

SABIC Plans $100 Million  
China R&D Center

State-run China National Petrole-
um Corp (CNPC) and Petroleos de 
Venezuela (PDVSA) have started 
building their $9 billion mega joint 
refinery on China’s southern coast, 
a move that would pave the way 
for more Venezuelan oil to flow to 
the world’s second-largest oil user. 
Construction of the plant in the 
eastern part of Guangdong prov-
ince could take three to four years. 
Caracas’ oil sales to China could 
almost triple upon completion of 
the refinery, which is designed to 

process Venezuelan heavy oil. CNPC 
owns 60 % of the refinery and PD-
VSA 40 %.

It would be the second major 
stronghold for CNPC in the south 
China market after it started up its 
200,000 barrel-per-day Qinzhou re-
finery in Guangxi in late 2010. CNPC 
is also considering a 400,000 barrel-
per-day refinery and a 1.2 million 
ton-per-year ethylene complex in 
Taizhou in Zhejiang province with 
partners Qatar Petroleum and Royal 
Dutch Shell. ▪

An official ceremony was held on 
April 21, 2012 to mark the ground-
breaking for Evonik’s new hydro-
gen peroxide plant in China. The 
plant is scheduled to go online, 
with a planned annual production 
capacity of 230,000 metric tons, 
at the end of 2013, thus increas-
ing Evonik’s current overall annual 
capacity for around 600,000 metric 
tons of H2O2 production by nearly 
40 %.

Evonik recently founded Evonik 
Specialty Chemicals (Jilin) to run 

the new production facility. Evonik 
will supply its H2O2 from Jilin di-
rectly to the adjacent propylene ox-
ide plant run by Jishen Chemical 
Industry via a pipeline that will link 
the two facilities. A long-term sup-
ply agreement is in place between 
these companies. Jishen will use 
the so-called HPPO process to make 
propylene oxide from the hydrogen 
peroxide.

 ▪

BASF is increasing the production 
capacity of its ammonium bicar-
bonate and ammonium carbonate 
plant at Ludwigshafen by 30 % in a 
move designed to cope with rising 
demand for high-purity food addi-
tives on the world market. The up-
grade is scheduled to be complete 
by early 2013. Karl Chang, Regional 
Head of Business Management Inor-
ganic Chemicals Asia Pacific, said, 
“The extra capacity at Ludwigshafen 
will enable us to meet growing de-
mand for high-purity food additives 

in the Asia Pacific region too.” Am-
monium bicarbonate is an important 
synthetic leavening agent for bakery 
products. The Ludwigshafen plant is 
not only GMP-certified (Good Manu-
facturing Practice) but also satisfies 
the high certification standards of 
the British Retail Consortium (BRC). 
The plant also manufactures certi-
fied kosher and halal products. Cer-
tifications like these give customers 
the assurance of the highest stand-
ard of product safety so essential in 
the food industry. ▪

Saudi Basic Industries Corp said it 
is planning to invest $100 million 
to build a technology research and 
development center in China. The 
facility in the Shanghai region will 
house a total of about 400 employ-
ees when completed in 2013, the 
company said.

“In addition to commercial and 
corporate function staff, there is a 
research and development team of 
over 200 scientists and engineers, 
who will focus on advanced engi-
neering plastics materials that can 
be used in a broad array of indus-

tries from automotive, personal 
electronics, IT, alternative energy, 
building and construction to infra-
structure,” SABIC said.

SABIC, 70 % owned by the govern-
ment of Saudi Arabia, makes chemi-
cals, fertilisers, plastics and metals 
used in paint, rubber, textiles, leath-
er, cleaning products, glass, food and 
other consumer industries. In May, 
SABIC said it was strengthening its 
presence in the Asia by investing in 
two technology and innovation cent-
ers in China and India, both expect-
ed to be operational by 2013. ▪
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Chemical Manufacturing and
Customization vs. Modularization: Can World-Scale

Engineering – The 2008-2009 crisis 

signaled the start of a paradigm shift in 

chemical plant engineering and con-

struction. Traditional EPC (engineering, 

procurement and construction) sup-

pliers in the Western industrialized na-

tions are facing increased competition 

from Asia. At the same time, the plant 

engineering teams at global chemi-

cal companies are intensifying their 

partnerships with EPC suppliers and 

spreading the workload across the in-

ternational engineering resource base. 

The recent economic crisis is noth-
ing more than a distant memory 
for the chemical engineering, pro-
curement and construction sector. 
In 2011 alone, chemical projects 
valued at more than $150 billion 
worldwide were announced, with 
the construction work to be car-
ried out over the next three to four 
years. Even after that, the engineer-
ing teams are likely to remain busy. 

Significant Expansion Projects

BASF is planning to invest $30 bil-
lion to $35 billion in new facilities 
between now and 2020. The chemi-
cal industry is pursuing two general 
strategies. Producers of bulk chemi-
cals (commodities) such as fertilizer 
and primary plastics including poly-
ethylene and polypropylene, which 
are used in foil production, are 
locating production facilities near 
the sources of raw materials such 
as the Middle East. Working within 
the framework of the Sadara joint 
venture, Dow Chemical and Saudi 
Aramco began construction of an 
integrated chemical complex at 
Jubail (Saudi Arabia) last July. The 
$20  billion project is scheduled to 
begin producing 3 million  metric 
tonnes of chemical products a year 
by 2016.

Producers of specialty chemicals 
and high-performance plastics are 
setting up operations in the sales re-
gions. Following investments by BASF, 
Bayer, Evonik and Lanxess in Asia 
running into the billions, more pro-
jects have been announced recently. 
Bayer plans to invest an additional 
€1.8 billion in Asia between now and 
2015, and BASF has earmarked €10 
billion to €12 billion for construction 
projects in emerging countries. Spe-
cialty chemical producers Evonik and 
Lanxess made headlines last year 
with projects such as the €400 million 

butyl rubber investment (Lanxess) 
and a roughly €500 million methio-
nine plant (Evonik) in Singapore.

However, the horizon extends 
beyond the emerging countries and 
Asia. Significant expansion is also 
taking place in Europe. In addition 
to a number of other new multi- 
million euro construction and expan-
sion projects, which run well into 
the double-digit range, expansion 
of the chemical cluster is planned 
at the Port of Rotterdam (approxi-
mately €10  billion) and BASF has 
announced a €9 to €10  billion in-
vestment at its Ludwigshafen site. 
The company hit the headlines in 
January when it gave the green light 
to construction of a production com-
plex for the flexible foam precursor 
toluene diisocyanate (TDI). The pro-
ject is scheduled for completion in 
2014, and the cost of the project is 
estimated at around €1 billion.

This project illustrates a number 
of paradigm shifts in the chemical 
industry and in plant engineering, 

procurement and construction. Now 
that chemical producers have made 
sustainability and energy efficiency 
a major strategic priority, synergies 
in production at the sites are becom-
ing increasingly important. 

“The investment decision on the 
TDI facility was based on more than 
just the production operation per se. 
The evaluation process included a 
holistic assessment of the energy 
and heat flows at the Ludwigshafen 
site,” said Peter M. Gress, head of 
engineering at BASF. 

The company plans to leverage 
advantages of scale and efficient 
integration in order to become Eu-
rope’s most cost-efficient TDI pro-
ducer. Claas-Jürgen Klasen, who 
is in charge of process technology 
and engineering at Evonik, shares 
the view that synergies on site are 
becoming increasingly important: 
“The central infrastructure at chem-
ical parks provides opportunities for 
enhanced integration of energy and 
material resource utilization, which 

is why these parks are playing an 
increasingly important role in the 
industry.”

Owner‘s engineers have outgrown 
the role of internal service depart-
ments at chemical companies. Their 
goal is to add value to the corpora-
tion. What may sound like marketing 
hype actually has real substance. In-
vestment projects do not run in iso-
lation. Instead, they are designed to 
make the greatest overall contribu-
tion. Higher investment costs may be 
deemed acceptable if, for example, 
integrated heat management, which 
includes other operations at the site, 
can reduce overall energy consump-
tion. Klasen outlined the differences 
between conventional EPC and own-
er’s engineering as follows: “To come 
up with the best technical solution, 
you need a detailed understanding 
of the markets, the specific product 
requirements profile, the raw mate-
rial markets and overall production 
costs.” 
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As producers of bulk chemicals and standard polymers are locating production facilities near the sources of raw materials such as the Middle East and 
producers of specialty chemicals and high-performance plastics are setting up operations in the emerging sales regions such as Southeast Asia or India, 
the market for large plant construction is moving eastward.  © SABIC

Dow to Invest in New Facility  
in Jubail, Saudi Arabia

BASF to Invest in  
New Site in Dahej, India

Socar to Build Refinery,  
LNG, Chemical Plants

Lanxess Builds High-tech Plastics  
Center in Hong Kong

Dow plans to invest in a new manu-
facturing facility for its Dow Coat-
ing Materials (DCM) business unit 
in Saudi Arabia. The planned facil-
ity, which will be located in Jubail 
Industrial City, will manufacture a 
wide range of coating materials for 
both the Kingdom and export mar-
kets worldwide.

The new facility is the latest in 
a series of investments to be an-
nounced by Dow in Saudi Arabia. 
In July 2011, Dow and Saudi Ara-
mco announced an agreement to 

form Sadara Chemical Company, a 
joint venture to build and operate a 
world-scale, fully integrated chemi-
cals complex in Jubail.

Upon completion, the joint ven-
ture is projected to be among the 
world’s largest petrochemical facili-
ties and would represent the largest 
foreign direct investment into Saudi 
Arabia’s petrochemical sector.

Dow also recently announced 
plans to invest in a manufacturing fa-
cility for Dow filmtec Reverse Osmosis 
(RO) elements in the Kingdom. ▪

BASF India will invest €150 million 
to set up a new chemical production 
site at the Dahej Petroleum, Chemi-
cals and Petrochemicals Investment 
Region (PCPIR), located on the west 
coast of India in Gujarat. The new site 
will be an integrated hub for polyu-
rethane manufacturing and will also 
house production facilities for care 
chemicals and polymer dispersions 
for coatings and paper. The start of 
production is planned for 2014.

“The Dahej site complements 
the existing manufacturing set-up 

of BASF in India and will support 
and contribute to the growth of the 
Indian chemical industry,” said Mr. 
Prasad Chandran, Chairman and 
Managing Director, BASF India Lim-
ited. “The location offers excellent 
investment conditions and a favora-
ble business environment due to the 
proximity to raw materials as well 
as customers”, he added.

The site will employ more than 
250 people at full capacity, primarily 
in operations. 

 ▪

Azeri state energy company Socar 
(State Oil Company of Azerbaijan 
Republic) said it planned to start 
construction of a new oil refinery, 
gas liquefaction plant and a chemi-
cal plant in the first quarter of 2013 
in a project worth up to $14 billion. 
Construction of the plants would be 
completed by 2020.

“The Azeri state oil fund as well 
as eximbanks (export-import banks) 
of those countries where we will be 

buying equipment will be financ-
ing this project,” Socar President 
Rovnag Abdullayev said. Socar will 
act as a main shareholder in the 
project. The complex is designed 
to include an oil refinery with an-
nual capacity of 10 million tons, a 
plant to produce liquefied natural 
gas (LNG) with an annual capacity 
of up to 15 billion m3 of gas, and a 
chemical plant, Socar Vice President 
Tofik Gakhramanov said. ▪

Lanxess is strengthening its ties with 
automotive customers in the grow-
ing Asia-Pacific region. The German 
specialty chemicals company will 
open a new application development 
center in the Hong Kong Science & 
Technology Park in the second half 
of 2012. The new center will have 
computer-aided development and 
engineering facilities, as well as a 
parts testing center, focusing on the 

company’s high-tech plastics Dure-
than and Pocan. Lanxess has also just 
expanded its capacities for the high-
tech plastics at its compounding plant 
in Wuxi, Jiangsu province, to approxi-
mately 60,000 metric tons per year. 
In addition, the company has just 
opened a new 20,000 metric tons per 
annum high-tech plastics compound-
ing facility in Jhagadia, India, to serve 
the booming local market. ▪
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Jürgen Hinderer, head of engi-
neering at Bayer Technology Servic-
es, agreed: “Completion on time and 
within budget in compliance with all 
of the quality and safety parameters 
requires a joint effort by the users, 
our highly skilled and experienced 
international engineering team and 
our suppliers throughout all phases of 
the project. That is what differentiates 
owner’s engineers from other engi-
neering and construction companies. 
The customer’s money is our money.”

In November, Bayer MaterialSci-
ence opened a large TDI plant (250 
kT/a) in Shanghai. Production is 
based on new technology (gas phase 
phosgenation).

Technology and scale-up are not 
the primary considerations on the 
TDI project in Ludwigshafen. The 
real emphasis is on finding the best 
way to integrate the various ele-
ments of the project into the intri-
cate workings of the site.

Collaborative Model

The holistic approach also results 
in a new collaborative model for al-
locating responsibilities among the 
chemical producer (user), the in-
house engineering team and exter-
nal EPC service providers. Instead of 
awarding a general contract to an 
EPC for delivery of a turnkey plant 
based on the user’s own conceptual 
design where the project follows a 
rigid sequence from detailed design 
and procurement to construction, 
the project phases are now dove-
tailed. The EPC service provider is 
involved in the conceptual design at 
an earlier stage, and the user gains 
the flexibility to make changes dur-
ing later phases of the project. This 
level of trust and close collaboration 
can develop only within the frame-
work of strategic partnerships that 
transcend the boundaries of specific 
projects. These relationships can be 
built up between a chemical com-
pany‘s in-house engineering team 
and independent contractors.

The chemical industry will be 
relying on these long-term partner-
ships and framework agreements 
over the coming years to manage 
the large project workload ahead. 
Only in the context of these rela-
tionships will EPCs be willing to act 
as an extended arm of the owner‘s 
engineering team.

Strategic Partnerships 

The EPC supplier base for the global 
chemical industry is no longer re-
stricted to companies based in West-

ern countries. Particularly in the 
wake of the economic crisis, Asian 
EPCs have become serious com-
petitors. Prior to 2008, Chinese and 
above all Korean EPCs were often re-
garded as welcome junior partners 
that relieved Western engineering 
firms from responsibility for the la-
bor-intensive and risky construction 
end of the business. Today, companies 
like Samsung often act as general 
contractors and only buy in technol-
ogy from European companies. They 
attract business through aggressive 
pricing, a willingness to take risks, 
favorable strategic financial arrange-
ments, political support and above all 
a willingness to take on large projects 
right through the construction phase. 
German EPCs understand the prob-
lem and are working hard to resur-
rect their own construction expertise, 
increase their level of vertical inte-
gration and enhance their presence 
in proximity to the customer.

EPCs and in-house engineering 
teams are also working on the price 
issue. Procurement of the equip-
ment accounts for more than half 
the total value of an EPC contract. 
The strategy is based on best cost 
country sourcing. More of the labor-
intensive equipment is now being 
procured from low-wage countries. 
For that strategy to work, the pro-
curement team has to find the best 
trade-off between low purchase 
price, quality assurance costs and 
transportation charges. Stringent 
controls and personal relationships 
with suppliers are more important 
in China than water-tight contracts, 
according to industry insiders.

In order to systematically de-
velop the necessary intercultural 
skills and reduce quality assurance 
overhead, owner’s engineers and 
European contractors also intend 
to develop their human resource 
base in the procurement markets. 
Linde, for example, introduced a 
new procurement organizational 
structure in 2010. Six procurement 
centers act as the point of contact 
with suppliers in the regions. Chemi-
cal companies that are investing in 
China, India and South America are 
planning to take on additional engi-
neering staff in those countries. 

“The intention is to give country 
employees responsibility for local 
project management and work with 
local contractors to provide quality 
assurance services,” Klasen said. 

In addition, chemical companies 
want to leverage the strategic part-
nerships with global EPCs to gain 
access to their procurement exper-
tise in global markets. 

“We are giving our external part-
ners greater responsibility for pro-
curement without, however, relin-
quishing control,” Gress said.

Doing the design work in Asia for 
plants that will be built in Europe 
and Germany has now become a re-
ality. During the course of project 
activities in recent years, companies 
like Bayer Technology Services have 
developed engineering resources in 
Asia and have carried out plant de-
sign work there based on German 
standards. Jürgen Hinderer pro-
vided the following explanation of 
the Bayer strategy: “We continue to 
develop our engineering expertise 
in close proximity to our customer’s 
production sites, so that we can pro-
vide optimal system availability and 
turnaround management. Owner’s 
engineering is a lifecycle concept 
which is directed at sustained value 
creation for both partners.”

Customization vs. Modularization

One trend that has been predicted 
on a number of occasions has not 
yet materialized in the chemical in-
dustry, namely world-scale plants 
made up of standard modules. At 
large plants, users customize the 
technological solutions to gain a 
competitive advantage. In the fu-
ture, the integrated material flows 
discussed above will become in-
creasingly important beyond the 
boundaries of the existing local units 
at a chemical production site. Inte-
grated structures shared by multiple 
chemical companies at the chemical 
parks of the future will create syner-
gies that contribute to the business 
success of the individual firms.

In the recent past, new develop-
ments in a number of conventional 
large-scale processes including 
chlorine electrolysis, ethylene oxide 
production and chlorine recycling 
have resulted in significant improve-
ments in raw material and energy 
consumption, selectivity, and yield. 

“There will continue to be quan-
tum leaps in innovation at world-
scale plants in the plastics and rub-

ber industry and even in convention-
al sulfuric acid production. However, 
batch mode production is still wide-
spread in the pharmaceutical indus-
try, and there is still plenty of room 
for innovation,” Hinderer said.

In contrast, new trends are ap-
pearing in multiproduct and fine 
chemical production. For special 
products that are produced in small 
volumes, time to market is vital along 
with a reduction of the market risks 
that exist between the product devel-
opment phase and start of produc-
tion. Small, versatile production op-
erations based on standard modules, 
including containerized modules, 
appear to offer significant potential, 
and a number of research projects 
are under way. The Flexible Fast Fu-
ture Factory (F3 Factory) concept is 
based on container-size modules that 
can be put together to create a pro-
duction line. Investigations are now 
in progress at the Invite research 
center, which recently opened at the 
Leverkusen Chemical Park.

Special chemicals producer Evon-
ik is taking a similar approach. The 
company is developing small-scale 
production systems in a sea freight 
container, which could be used for 
running the process at different 
locations. All of the process steps 
needed for production are housed 
in the container. If demand proves 
to be higher than expected, produc-
tion can be expanded to multiple 
containers. Using this approach, lab 
development and basic engineering 
can take place in parallel, which 
saves time. The company has been 
producing silane compounds using 
a compact Evotrainer at its Rhein-
felden site since 2010.

Under the umbrella of the EU 
Copiride research project, the com-
pany has been investigating ways of 
designing highly compact produc-
tion systems in partnership with the 
universities of Eindhoven and Stutt-
gart and the Institut für Mikrotech-
nik (Institute for Microtechnology, 
IMM) in Mainz, Germany. A multi-
purpose container is expected to be 
ready this year for industrial-scale 

production of a special polymer at 
the Marl Chemical Park.

Container-scale chemical produc-
tion may hold a lot of promise, but 
customized multiproduct solutions 
also will continue to have a place 
in the future production landscape. 
However, the budgets on these pro-
jects are normally so tight that lit-
tle room is left for “future options.” 
The production assets are tailored 
exactly to the intended application.

Summary 

Three years after the world economic 
crisis, there is plenty of work to do in 
the chemical plant engineering and 
construction sector. The heavy work-
load is forcing engineering depart-
ments at chemical companies to forge 
strategic partnerships with tradition-
al EPCs. To improve the sustainability 
and energy efficiency of the facilities 
that are on the drawing board, the 
industry is not only building world-
scale plants on green field sites. It is 
also taking increasing advantage of 

integrated energy and raw material 
flows at chemical parks. Customized 
plant design remains the norm. There 
is no sign yet of modularization and 
standardization to any significant 
extent. Continued development of 
conventional production techniques 
in recent years has led to a series of 
quantum leaps in innovation. Strate-
gies for modular, container-size pro-
duction are under development in the 
special chemicals sector.

The article is based on a trend re-
port compiled by specialized inter-
national journalists on behalf of 
Dechema Gesellschaft für Chemis-
che Technik und Biotechnologie 
(Society for Chemical Engineering 
and Biotechnology), a nonprofit sci-
entific and technical society based in 
Frankfurt am Main, Germany. 

 2 www.dechema.de
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SOME THINK 
YOU CAN 
USE GENERIC 
INSIGHT FOR 
SPECIALIST 
APPLICATIONS. 
WE THINK 
DIFFERENT
Packaging high-value, sensitive chemicals requires a whole 
diff erent level of insight and innovation. At BEUMER, hands-on 
experience working with chemical producers has let us develop 
systems that strongly refl ect sector need. Our portfolio of 
complete warehouse packaging and management systems 
includes some of the highest capacity systems on the market. 
Combined with a profound knowledge of your product and 
process, we’re able to maximise effi  ciency while maintaining 
a level of care and safety that makes all the diff erence.  
For more information, visit www.beumergroup.com

Visit us!
ACHEMA, Frankfurt am Main
18 – 22 June 2012
Hall 3.0, Booth #F50

World Forum of the Process industry 
Achema is the world forum of the process industry and the trend-setting technology 
summit for chemical engineering, environmental protection and biotechnology. The 
30th Achema to be held June 18-22 in Frankfurt, Germany, will again be the leading 
international meeting point for decision-makers and experts from all related industries. 
Achema 2012 will provide a platform for new collaborative models and procurement 
strategies in plant construction. The event will highlight the contribution that plant 
engineering and construction can make to sustainable, efficient chemical production. 

 2 www.achema.de

Plant Engineering of the Future
 Plants Be Made Up of Standard Modules?

Linde to Construct  
On-site Plants for Sadara

German industrial gases and tech-
nology group Linde and Sadara 
Chemical Company signed a long-
term contract that will see Linde 
supply Sadara with carbon monox-
ide (CO), hydrogen (H2) and ammo-
nia (NH3) at a chemical complex be-
ing built by Sadara in Jubail, Saudi 
Arabia.

The on-site gases supply contract 
includes a HyCO facility for the pro-
duction of CO and H2 plus an am-
monia plant. Linde will be investing 
$380 million in the project.

Linde’s Engineering Division will 
design, deliver and construct the 
new turnkey gases facilities at Sad-
ara’s site in the Jubail 2 petrochemi-
cal cluster. The company will be 
building a two-stream HyCO plant, 
plus a single-stream NH3 unit pro-
ducing waterless liquid ammonia. 
Linde will also install a large NH3 
storage tank, resulting in a sophisti-
cated supply concept which will en-
able the plant to run smoothly and 
reliably at all times. The production 
units are scheduled to be ready in 
2015. Once built, they will be oper-

ated by Linde’s Gases Division. Linde 
is setting up a local gases company 
for on-site support.

Sadara will use carbon monox-
ide, hydrogen and ammonia pri-
marily for the production of aro-
matics, isocyanates (MDI and TDI), 
amines and hydrogen peroxide. 
Methylene diphenyl diisocyanate 
(MDI) and 2,4 toluene diisocyanate 
(TDI) are used in the production of 
polyurethanes. ▪

Sartorius Opens  
New Biotech Building 

Biotech production equipment sup-
plier Sartorius opened a new manu-
facturing building at its headquar-
ters in Goettingen, Germany for the 
production of membranes. 

Ranking among the world’s lead-
ing providers of laboratory and pro-
cess equipment, the company invest-
ed some €25 million in extending its 
membrane production facility and in 
expanding laboratory capacity at its 
Goettingen site. 

With a floor space of 6,000 m2, or 
nearly 65,000 square feet, the new 
building offers ample room for the 
new plant machinery for manufac-
turing polyethersulfone membranes 
as well as laboratories and offices 
for more than 120 employees.

“We have not only invested in 
increasing our capacity but, at the 
same time, have also further en-
hanced our manufacturing process-
es, making them more adaptable. 
This investment enables us to re-
spond even faster and more flexibly 
to high demand and to maintain our 
quality leadership in pharmaceuti-
cal filtration,” Joachim Kreuzburg, 

CEO and Executive Board Chairman 
of Sartorius said.

Sartorius membranes are pro-
cessed into specialty filters that are 
used to sterile-filter biopharmaceu-
ticals or to recover active ingredi-
ents from liquids. Major customers 
for such membranes are companies 
in the pharmaceutical and biotech 
industries, which employ these fil-
ters for the production of medica-
tions in a large number of purifica-
tion steps.

Construction of the new mem-
brane production facility in Goet-
tingen is one of the three major 
building projects on the basis of 
which Sartorius is now expanding 
its capacity levels. 

To supply the North American 
market, the Sartorius Group is ex-
tending its site in Yauco, Puerto Rico. 
In the northern part of the Federal 
State of Hesse in Germany, a new 
manufacturing plant for bioreactors 
is being built in Guxhagen.

 ▪
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Synchronized Counting, Packaging and Labeling
Tablets in Bottles: A Packaging Solution for the Medium Output Range

“The system is the ideal solution 
for the changing requirements in 
the medium output range,” said 
Joachim Noe, head of Bottle Pack-
aging Systems and New Applica-
tions. The Integrated Bottle Center 
120 with the Labeler L 250 is being 
presented in June at Achema 2012 
in Frankfurt (Hall 3.0, Stand F25).

An Option for the Medium Output Range 

The Integrated Bottle Center 120 
with the Labeler L 250 supple-
ments the Uhlmann portfolio with 
packaging for the medium output 
range. The bottle filler for solid 
dose products may be converted 
for other bottle diameters in just 
six minutes. The reason for this 
lies in the small number of format 
parts and the absence of cleaning-
intensive conveyor belts for bottle 
transport. Synchronized transport 
is taken care of by a format-free 
rake, thus opening up numerous 
possibilities for the packaging of 
medicines for differing markets and 
target groups. The Integrated Bot-
tle Center 120 processes bottles 45 
to 200 millimeters in height with a 
diameter of 25 to 125 millimeters. 
These may be round, square or oval. 
Within this format range the Inte-
grated Bottle Center 120 can fill as 
many as 150 bottles or 24,000 tab-
lets/capsules per minute. 

Even at its maximum speed of 
250 bottles per minute, the Labeler 
L 250 applies partial or full wrap-
around labels with complete accu-
racy. It handles cylindrical plastic 
or glass containers between 25 and 

125 millimeters in diameter and is 
available with hot stamping or ther-
mal transfer, inkjet or laser printers. 
Monitoring systems with cameras, 
scanners, sensors, code readers or 
equipment for print and label integ-
rity inspection are available. The La-
beler L 250 has just one format part. 
Operators require one minute for a 
tool-free changeover. It figures that 
the Labeler L 250 ideally comple-
ments the efficient Integrated Bottle 
Center 120.

All the machine’s functions may 
be controlled using an operator pan-
el with touchscreen. Thanks to its 
graphical user interface, operation 
is intuitive, with all the format data 
stored in the control unit. Uhlmann 
can integrate other machines and 
components into this user interface 
– and if necessary even units from 
other manufacturers – networking 
these to form an efficient overall 
system. 

In terms of its technology and 
process security, the bottle filler for 
solid dose products sets high stand-
ards. The tablets are first fed into 
the infrared counter via separation 
channels. Once the correct number 
of tablets has been reached, the In-
tegrated Bottle Center 120 controls 
various memory flaps in the tablet 
counter. Here the drive system of 
the separation channels and mem-
ory flaps guarantees a continuous 
product flow, while infrared tech-
nology ensures 100 % accurate 
counting. Tapered hoppers prevent 
bridging of the solid dose products, 
and the machine is fully enclosed 
to protect operators and products. 
A further option is the conditioning 
of the product area, e.g., with dry 
air or a partial vacuum. A master 
shift register recognizes the posi-
tion of every bottle in the machine, 

thus guaranteeing integrated pro-
cess control. The 100% Good Pack-
aging Philosophy ensures that only 
saleable bottles in the bottle dis-
charge are forwarded to down-
stream processes. The frequency 
of the in-process control may be 
freely selected. 

Customizing Possible

Although the Integrated Bottle Cent-
er 120 already offers many possibili-
ties, pharmaceutical manufacturers 
often adapt the machine in line with 
their needs. Depending on whether 

the production focus is on the count-
ing capacity, bottle output or both, 
they may expand the tablet counter 
to have up to four counting mod-
ules and the capping unit to have as 
many as three capping heads. In this 
respect the Integrated Bottle Center 
120 has been planned down to the 
finest detail: The servo-controlled 
capping unit handles all common 
types of caps and also offers torque 
control. 

Security And Service

For added process reliability, users 
may also equip the line with Track 
& Trace by Uhlmann. This system 
marks all packaging units with 
consecutive 2D codes and facili-
tates the documentation of phar-
maceutical supply chains, some-
thing that is being prescribed in an 
ever-increasing number of coun-
tries. The 2D codes contain all the 
quality-relevant process data for 
the packaging unit on which they 
are printed. In the Integrated Bot-
tle Center 120, for example, Track 
& Trace by Uhlmann marks the 
base of the bottles and the labels. 
Cameras read in the codes and 
store the respective information in 
the Uhlmann Tracking database. 
This data may be accessed here 
at any time and linked to the code 
data from the next largest packag-
ing unit. Track & Trace can be in-
stalled ex works in the individual 
machines or retrofitted. 

Coordinated Overall Concept

With the Integrated Bottle Center 120 
in conjunction with the Labeler L 250 
and Track & Trace, pharmaceutical 
manufacturers can avail a coordinat-
ed solution for the cost-efficient pack-
aging of batches. It may be expanded 
with other components from third-
party manufacturers or Uhlmann to 
create a consistent, integrated sys-
tem. To this end there is an extensive 
range of suitable cartoners and end-
of-line packaging machines available. 
In this respect the Uhlmann experts 
integrate those units into a line that 
is tailored to the requirements of 
the pharmaceutical company. Or as 
Joachim Noe sums it up: “Our objec-
tive is to ensure the customer always 
receives the best possible system for 
his requirements.”

Author: Oliver Naucke, Head of 
Marketing, Uhlmann Pac-Systeme
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www.uhlmann.de
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No more micro-stops, product congestion or ramp-up phases: The format-free 
rake that transports the bottles in the Integrated Bottle Center 120 contributes 
to the outstanding efficiency of the bottle filler for solid dose products.

The Integrated Bottle Center 120 and the Labeler L 250 allow  
pharmaceutical manufacturers to package many different solid dose products in bottles economically and with swift changeovers.

Bottled Up – The Integrated Bottle Center 120 is a pharmaceutical-compliant 

integrated packaging line for tablets and capsules in bottles: A guided motion 

bottle transport system prevents micro-stops, product congestion and jammed 

bottles. Uhlmann has integrated all the necessary stations for the packaging pro-

cess in a monoblock architecture that complies with good manufacturing practice. 

This system is now being supplemented by the specialist for packaging lines to 

include the Labeler L 250. 

Biologics Manufacturing
Rentschler Facility Wins ‘Facility of the Year Award’ 2012 in Equipment Innovation 

Pharmaceutical Technology 
– The new manufacturing facility of 

German biotech company Rentschler 

has won the 2012 Facility of the Year 

Award (FOYA) in the category “Equip-

ment Innovation” for its flexible, 

multi-product manufacturing facility 

designed to minimize manufacturing 

costs and product cycle times. Design, 

engineering, and IT implementation 

services from concept to qualification 

of the facility had been provided by 

PHA, Leiden and PhC PharmaConsult, 

the Biotech and Pharmaceutical cent-

ers of excellence within the consulting 

and planning company I+O Industrie-

planung + Organisation headquar-

tered in Heidelberg, Germany.

The Facility of the Year Award 
(FOYA) of the International Soci-
ety for Pharmaceutical Engineering 
(ISPE) was to be officially handed 
over at the pharmaceutical tech-
nology trade show Interphex in 
New York, May 1–3, 2012. FOYA is 
focused on recognizing state-of-the-
art projects utilizing new, innovative 
technologies to reduce the cost of 
producing high quality medicines 
and to improve the quality of prod-
ucts. “This clinical manufacturing 
facility already paves the way to-
wards the factory of the future for 
commercial biologics manufactur-
ing,” says Dr. Philipp N. Hess, Man-
aging Partner PHA - Philipp Hess 
Associates and Partner at I+O.

Rentschler’s new manufacturing 
facility in Laupheim, Germany con-
sists of four independent, fully con-
figurable multi-purpose clean room 

suites to be used with different pro-
cesses as well as one inoculum suite. 
The new facility features a flexible 
space concept comprising independ-
ent, connectable all-purpose clean 
rooms designed for the operation 
of 100% mobile, single use manu-
facturing equipment for upstream 
and downstream processing. Due 
to the consistent use of single-use 
equipment, steam-in-place (SIP) 
and clean-in-place (CIP) operations 
are obsolete. All clean room suites 
include connections to the facility-
wide data logging system (DLS), 
which is preconfigured for plug and 
play setup of mobile manufacturing 
equipment. Further optimization 
was achieved based on lean logistic 
and manufacturing principles and 
the consequent implementation of a 
visual factory concept. The modular 
concept allows fast implementation 

of alternative production equipment 
according to the customers’ require-
ments. 

“With this award-winning facility, 
we can offer our clients substantial 
cost benefits for custom manufac-
turing of biologics for clinical tri-
als”, said Thomas Siklosi, Senior 
Vice President GMP Operations at 
Rentschler Biotechnologie. 
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The Impact and Future of REACh
ECHA’s Director of Risk Management Speaks about the Progress and the Impact of REACh

CHEManager Europe: Dr. de Bruijn, 
what is your role within ECHA re-
garding REACh?

Jack de Bruijn: REACh is what we call 
a horizontal legislation. It covers all 
basic chemicals that the industry 
manufactures, imports, and puts on 
the European market. REACh sets 
the framework and basically tells 
the industry that it is their own re-
sponsibility to make sure that these 
chemicals are safe in terms of their 
use as well as their customers‘ use. 
And, therefore, the industry has to 
provide basic information, toxico-
logical and eco-toxicological infor-
mation, and physical chemical prop-
erties-depending on the tonnage. 
They have to have this information 
available and to provide it to ECHA. 
In terms of evaluation we look in 
detail at the information and figure 
out if this is in line with the legis-

lation and if there are cases — not 
only from evaluation, but also from 
other routes — where we think that 
there is an authority intervention 
needed. Then we get to a discussion 
about introducing risk management 
measures such as authorization and 
restrictions. Most of the normal risk 
management should go via the in-
dustry route.

Do you see differences between dif-
ferent countries in this?

J. de Bruijn: REACh has taken over the 
previous chemicals legislation and 
although there were differences, I 
think for a long time the implemen-
tation of the directives was done in a 
quite similar manner in all Europe-
an countries. Of course there are dif-
ferent practices in how companies 
follow the directives, which is very 
much related to the culture, but also 

to what extent countries have en-
forced the rules. And whether they 
really have gone out and checked 
what companies were doing.

But a lot of the chemical industry 
is European or even worldwide ori-
ented and organized. And in particu-
lar during this first phase of regis-
tration, we are dealing not only, but 
mostly with bigger companies. Al-
though they are based in one coun-
try, they have very often been acting 
internationally for a long time, so for 
those companies I don’t expect that 
there will be big differences in how 
they implement REACh in Europe.

What is the international impact 
of REACh?

J. de Bruijn: A lot of the countries out-
side the EU have been following 
the REACh developments a lot and 
a number of countries have since 
then also implemented new chemi-
cals legislation, some relatively close 
to what is happening in the EU and 
REACh, some like South Korea may 
be somewhat similar but with some 
differences. But I think it has defi-
nitely triggered a worldwide review 
of each country‘s own chemicals leg-
islation, to see if they need to adapt 
to what is happening in Europe. So 
Europe has been leading the devel-
opment in that sense.

There have been quite a lot of 
countries — and this has also been 
debated a lot during the negotiations 
— who did not really believe that 
REACh would work. But I think they 

have moved away from that. They 
have started realizing that REACh 
has actually worked: We have man-
aged the first deadline; industry has 
done a tremendous job of gathering 
all the information and collaborat-
ing between themselves. So these 
positive developments have prob-

ably provided a big boost for many 
to actually do something in their 
own countries.

REACh only deals with chemicals 
produced in quantities greater 
than a tonne. Do you think that 
lower tonnage chemicals also 
pose a risk which is missed out by 
REACh?

J. de Bruijn: This, of course, was debat-
ed a lot when the REACh legislation 
was built because the previous leg-
islation had lower tonnages in terms 
of notification of new chemicals. We 
run a certain risk that indeed there 
might be chemicals of below one 
tonne, which could be problematic. 
On the other hand, this is a relatively 
low mark.

Do you think this is something for 
a future update of REACh?

J. de Bruijn: No. I think the only real 
update that is planned is to look at 
the information requirements be-
tween one and ten tonnes, which are 
now definitely lower than they were 

in the previous legislation. The com-
mission will look at what has been 
put in the legislation again around 
2018. I don’t know what is going 
to happen on the lower tonnage. I 
would be a bit surprised if it would 
really be changed.

Can you say if there are any other 
aspects which should be improved?

J. de Bruijn: This is a difficult question, 
as our evaluation colleagues are still 
very much focused on getting the 
test proposals through their system. 
They are also looking at compliance 
check and the contents of the dossi-
ers, but not very many yet.

What we see is that the quality 
of the information could definitely 
improve still. This has already been 

recognized last year in our own re-
port on the first phase of REACh. 
There are good dossiers and there 
are also dossiers, which are defi-
nitely not of appropriate quality, 
and we will, of course, do further 
assessments and compliance checks 
and come back to these companies.

Do you think REACh has a positive 
effect on the public perception of 
chemistry?

J. de Bruijn: This is a very difficult 
question because there is definitely 
a negative perception among the 
public. One good thing of REACh is 
that it makes a lot of data available 
and at least collects everything that 
is available so we will have, at some 
point, a much better view of what 
is actually happening in the mar-
ket. This includes information on 
which chemicals are used and also 
roughly where they are used, and 
in what way. We disseminate a lot 
of this information on our website. 
So in principle it is available. But, of 
course, it is not easy to understand 
or to access by the general public. 
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Dr. Jack de Bruijn,  
Director of Risk Management, ECHA  © ECHA

REACh – The European Union chemicals regulation REACh (short for Registra-

tion, Evaluation, Authorisation and Restriction of Chemicals) requires all compa-

nies manufacturing or importing chemical substances into the EU in quantities 

of one tonne or more per year to register these with the European Chemicals 

Agency (ECHA) in Helsinki, Finland. Dr. Jack de Bruijn, Director of Risk Management 

at ECHA, is responsible for identifying and implementing the authorization and 

restrictions processes under REACh, as well as managing the classification-related 

tasks resulting from the Classification, Labeling and Packaging (CLP) Regulation. 

Dr. Vera Köster from Wiley-VCH talked to him for ChemViews magazine about 

REACh, its international impact, and its future.

REACh has triggered a  
worldwide review of each country‘s  

own chemicals legislation.

Timetable: May 31, 2013 is the second, important deadline for registrants under REACh. All substances 
manufactured or imported above 100 t/a have to be registered.  © ChemistryViews.org

Evonik Offers PA12 Substitutes BASF Acquires Novolyte TechnologiesGroup Asks for Withdrawal  
of Victoza Diabetes Drug

Merck Serono Sets Up  
Biotech Incubator in Israel

Three weeks after the fire in the 
CDT plant in the Marl Chemical 
Park, Evonik Industries is offering 
various substitutes for polyamide 
12 (PA 12), which will be avail-
able only in smaller volumes dur-
ing plant repairs: The extrusion 
and injection molding compounds 
based on PA 610, PA 612, PA 1010, 
and PA 1012 do not require CDT 
as precursor. They are suitable for 
use in line systems in the automo-
tive supply industry, including the 

multi-layer tubing systems patent-
ed by Evonik. 

The materials offer technical 
properties that are comparable with 
those of PA 12 and have similar pro-
cessability. Substitutes for Vestosint 
PA 12 powder will also become 
available within the next few weeks. 

At present, the CDT plant is ex-
pected to be operational again in the 
Q4 of 2012. The regulatory authori-
ties are still investigating the cause 
of the accident. ▪

BASF, Arsenal and Foosung an-
nounced BASF’s acquisition of Novo-
lyte Technologies, based in Cleveland, 
Ohio (USA). Novolyte is a manufac-
turer of electrolyte formulations for 
lithium-ion batteries, as well as spe-
cialty chemicals for several key mar-
ket segments. With 167 employees, 
Novolyte operates sites in the United 
States and China. BASF purchases 
Novolyte from Arsenal Capital Part-
ners, a U.S.-based private equity firm. 
Financial details were not disclosed.

The acquisition comprises No-
volyte’s Energy Storage activities 
focused on developing, producing 
and marketing performance elec-
trolyte formulations for lithium-ion 
batteries. BASF also buys Novolyte’s 
performance materials business in 
which the company is among the 
leading manufacturers of specialty 
chemicals in North America. The 
portfolio includes aryl phosphines, 
high-performance solvents and cus-
tom-made specialties. The acquisi-
tion includes 10 patent families in 
the fields of electrolyte formulation 
and performance chemicals held 
by Novolyte. Additionally within the 
framework of the acquisition, BASF 
will continue a joint venture of No-
volyte with Korean partner Foosung 
Co., Ltd., a global producer of the 
high-purity specialty salt lithium 
hexafluorophosphate (LiPF6), a key 
material for manufacturing lithium-
ion battery electrolytes. These elec-

trolytes are key performance compo-
nents in the fast-growing market of 
lithium-ion batteries for automotive, 
consumer and industrial markets.

Novolyte operates production 
sites in Baton Rouge, Louisiana, 
USA, and in Suzhou, China. An ad-
ditional site for LiPF6 production 
is currently under construction in 
Nantong, China, to be operated by 
the Foosung/BASF JV. Both Chi-
nese sites are located in the greater 
Shanghai area.

 “With this recent acquisition, 
BASF is now positioned as a global 
supplier of lithium battery electro-
lytes with production sites in Eu-
rope, the United States and Asia Pa-
cific region“, Dr. Andreas Kreimeyer 
said, Member of the Board of Execu-
tive Directors and BASF’s Research 
Executive Director. “The acquisition 
also complements our current offer-
ing of amines, diols, organic acids, 
polyalcohols and specialties and 
strengthens our footprint in the 
North American market.”

 ”Our acquisition of Novolyte 
Technologies further positions BASF 
to achieve its long-term objective of 
becoming the leading provider of 
functional materials and compo-
nents to serve cell and battery man-
ufacturers worldwide,” Ralf Meixner 
said, Senior Vice President of BASF’s 
Global Battery Materials Business. 

 ▪

Watchdog group Public Citizen urged 
U.S. regulators to withdraw approval 
of Novo Nordisk’s diabetes drug Vic-
toza, saying it increases the risk of 
serious health problems like thyroid 
cancer and kidney failure. Public Cit-
izen said the drug was approved in 
2010 against the advice of three re-
viewers from the U.S. Food and Drug 
Administration, according a petition 
filed to the FDA on Thursday.

“The (approval) was a huge blow 
to the health and safety of diabet-
ics in this country,” Dr. Sidney Wolfe 

said, director of Public Citizen’s 
Health Research Group, in an inter-
view. Wolfe also serves as the con-
sumer representative on the FDA’s 
advisory panel for drug safety and 
risk management.

The FDA said it will review the 
petition and respond directly to 
Public Citizen. Denmark-based Novo 
said the FDA reviewed data from al-
most 4,000 patients before deciding 
to approve Victoza, and that doctors 
and patients should be confident in 
the drug’s safety. ▪

Merck Serono, the biopharmaceu-
tical division of German drugs and 
chemicals group Merck KGaA, inau-
gurated a biotech incubator at Inter-
Lab, its research and development 
center in Israel.

This is the first biotech incuba-
tor established by a multinational 
pharmaceutical company without 
any financial support by the Israel 
government, Merck said.

The new incubator will offer com-
panies seed financing and the use of 
Inter-Lab’s site for their research.

Merck Serono made a commit-
ment to invest €10 million ($13.1 

million) in the biotech incubator 
program between 2011 and 2018.

“The aim of the biotech incuba-
tor is to accelerate the successful 
entrepreneurial development of 
start-up companies in Israel. That’s 
because, in our view, innovation is 
about translating science into busi-
ness,” said Dr. Karl-Ludwig Kley, 
CEO of Merck.

Regine Shevach, Inter-Lab’s man-
aging director, said more than 100 
requests from entrepreneurs and 
scientists had been received and 
were being evaluated.

 ▪

Lonza, Agennix Sign Deal  
for Production of Talactoferrin

Lonza and Agennix announced an 
agreement for the production of 
Agennix’s first-in-class oral Den-
dritic Cell Mediated Immunotherapy 
(DCMI), talactoferrin, currently in 
Phase III testing for the treatment of 
non-small cell lung cancer (NSCLC). 
Under the agreement, Lonza will 
produce commercial material at its 

microbial manufacturing facility in 
Kouřim, Czech Republic. This agree-
ment initiates the process needed to 
be able to ultimately seek approval 
for Lonza as a second manufacturer 
of talactoferrin after the initial com-
mercial launch. 

 ▪

Momentive to Close German Plant
Momentive Specialty Chemicals has 
announced that it has commenced 
consultations with the Works Coun-
cil to cease production of formalde-
hyde and formaldehyde-based res-
ins at its German Leuna site. This 

action will better align European 
market demand for forest products 
with the company’s existing assets. 
The Company intends to cease pro-
duction at the Leuna plant by June 
30, 2012. ▪
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Sustaining Innovation
Protection of Secrets, Elimination of Barriers are Key for U.S. Chemical Industry’s Growth

Balancing Transparency and 
Confidentiality – One of the big-

gest challenges facing chemical com-

panies in the United States is one that 

isn’t making major headlines but is 

being discussed in boardrooms eve-

rywhere. The issue is the proposal by 

the U.S. government to require greater 

public access to company trade secrets.

While there have been widespread 
reports that China allegedly stole 
trade secrets from DuPont, most 
people don’t know that the U.S. Envi-
ronmental Protection Agency (EPA) 
may soon facilitate these types of 
activities by changing existing rules 
regarding confidential business in-
formation (CBI). Nowhere would an 
action like this have a greater effect 
than on specialty chemical manufac-
turing, which is one of the most in-
novative manufacturing sectors in 
the U.S.

Under the Obama administration, 
the EPA has stepped up its efforts to 
increase transparency of chemical 
substances falling under the Toxic 
Substances Control Act, a 35-year-
old statute governing chemicals 
management. As the leading trade 
association for the batch, custom 
and specialty chemical industry, the 
Society of Chemical Manufacturers 
and Affiliates (SOCMA) has support-
ed the agency’s efforts to increase 
access to information on chemicals. 
However, the association believes 
that cases like DuPont’s would be 
far more commonplace if EPA’s 
proposed rule on chemical identity 
came to fruition. 

Chemical Identity Drives Innovation

Industrial espionage is a serious 
and omnipresent threat to Ameri-
can manufacturing. Disclosing 
chemical identity would serve only 
as an opportunity for competitors, 
many of which are overseas, to mine 

U.S. intellectual property. Given the 
narrow applications for which spe-
cialty chemicals are used and the 
niche markets they serve, disclo-
sure of chemical identity may be all 
it takes to give away a competitive 
advantage and result in less innova-
tion in the U.S. In many cases, the 
confidentiality of chemical identity 
is all a specialty chemical producer 
has to remain in business.

As EPA pursues its goal to in-
crease the public’s understanding of 
the potential risk posed by chemi-
cals, it should make every possible 
effort to strike the right balance be-
tween informing the public and pro-
moting innovation. The incentive to 
develop greener chemicals largely 
disappears if prospective manufac-
turers know the risk is high of hav-
ing their idea revealed. One SOCMA 
member recently told a group of 
government agency watchdogs that 
innovation is what keeps her com-
pany in business.

Breaking Down Trade Barriers

While there are clear challenges 
on the horizon for U.S. chemical 
manufacturers, such as EPA’s pro-
posal, there are also opportunities to 
further business growth. Last year, 
after much work and negotiation, 
President Obama signed free trade 
agreements with Colombia, Korea 
and Panama. The Korea agreement 
entered into force in March, but sim-
ilar progress has not yet been made 
with Colombia and Panama. 

SOCMA also supports further 
integration and reducing barri-
ers between the U.S. and EU and 
would support a U.S.-EU free trade 
agreement and any efforts aimed 
at breaking down barriers between 
the world’s largest trading partners. 
The High-Level Working Group on 
Jobs and Growth established at 

the Transatlantic Economic Coun-
cil between the United States and 
the European Union last November 
is developing policy recommenda-
tions to eliminate regulatory barri-
ers, grow jobs and strengthen the 
economies on both sides of the At-
lantic. SOCMA is looking forward to 
the working group’s recommenda-
tions, which are expected in June 
and December. 

As the Obama administration 
continues to promote U.S. manu-
facturing, SOCMA will continue to 
push for fair and practical laws 
and regulations both domestically 
and internationally that benefit 
the chemical manufacturing sector. 
This will help ensure that specialty 
chemical makers can continue to 
manufacture innovative products 
and capitalize on emerging mar-
kets overseas. SOCMA applauds 
the administration on the things it 
is doing right, such as pushing free 
trade agreements and fighting to 
eliminate barriers to trade, but it 
is highly concerned about positions 
that undermine American manufac-
turing, such as mandating trade se-
cret disclosure.

Author: Bill Allmond, vice presi-
dent of government and public re-
lations, Society of Chemical Manu-
facturers and Affiliates (SOCMA), 
Washington D.C., USA

 2 www.socma.com
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Disclosing chemical  
identity would serve only 

as an opportunity for 
competitors to mine U.S. 

intellectual property.
Bill Allmond,  

vice president of government  
and public relations, SOCMA

Lanxess to Employ  
Evocatal Biotechnology

SOCMA Announces Launch  
of SCD-iBIO Group

Lanxess is cooperating with biotech-
nology expert Evocatal in the devel-
opment of biotechnological methods 
for the synthesis of precursors for 
the rubber production.

The goal of the project is to 
make use of local renewable ma-
terials in the manufacture of rub-
ber upstream products. Until now, 
rubber manufacturers have worked 
exclusively with fossil-based ma-
terials. The two partners will be 
developing a biological method to 
help preserve resources and reduce 
emissions. The cooperation aims at 
identifying new pathways for syn-

thesis and developing effective bio-
catalysts.

Launched in September 2011, the 
partnership is part of the “ThRuBio” 
project (Thermoplastics and Rubber 
via Biotechnological Synthesis), a 
research consortium that includes 
Evonik, Lanxess and the Technical 
University of Munich.

The research project, which is 
slated to continue until 2014, is 
receiving support from the Ger-
man Federal Ministry of Food, Ag-
riculture and Consumer Protection 
(BMELV) via the Agency for Renew-
able Resources (FNR). ▪

The Society of Chemical Manufac-
turers and Affiliates (SOCMA) an-
nounced the launch of SCD-iBIO, 
a new affiliate group that aims to 
advance the commercialization of 
industrial biotechnology, which is 
the application of biology for the 
production and processing of chemi-
cals, pharmaceuticals, materials and 
energy. The group is referred to by 
its acronym, which stands for the 
Society for the Commercial Devel-
opment of Industry Biotechnology.

“With industrial biotechnology 
rapidly emerging as a key technol-
ogy for economic growth on a global 
scale, SCD-iBIO will help member 
companies achieve their common 
objective of creating a sustainable 
chemical industry,” SOCMA Presi-
dent and CEO Lawrence D. Sloan 
said. “We welcome them into our 
family of affiliate groups and look 
forward to helping them achieve 
their goals.”

Sloan added that the formation 
of the group also supports SOCMA’s 
organizational goal to expand its 
representation across more sectors 
of the chemical space.

“We feel that industrial biotech-
nology is at an inflection point, and 
the practice of commercial devel-
opment would accelerate the pen-
etration of the field,” Larry Drumm, 
Executive Director of SCD-iBIO said.

Members of SCD-iBIO are dedi-
cated to developing and commer-
cializing products that are:
▪▪ Derived from renewable  

feedstocks;
▪▪ Manufactured by green  

process technology;
▪▪ Produced with lower life-cycle 

carbon emissions using bio-
processes;

▪▪ Companies that are part of  
the value chain.

 2 www.scd-ibio.org



 chemanager-online.com/en

CHEManager Europe 5/2012 P e o P l e  ·  P u b l i c a t i o n s  ·  e v e n t s  Page 15

Ton Büchner has been appointed CEO of AkzoNobel by 
the Supervisory Board at the company’s Annual General 
Meeting in April. The former CEO of Swiss engineering 
company Sulzer, who joined AkzoNobel in January, took 
over the helm of the Dutch coatings and specialty chemi-
cals company from Hans Wijers as announced in June 
2011. At AkzoNobel’s General Meeting Keith Nichols was 
reappointed to the Board of Management for another 
four-year term, and Leif Darner was reappointed for a 
two-year term. Rob Frohn stepped down from the Board 
of Management effective May 1, 2012.

J. Erik Fyrwald will join chemical distributor Univar as president and CEO 
effective May 7. Fyrwald, age 52, was president of Ecolab that merged 
with Nalco in December 2011. Univar’s current President and CEO John 
J. Zillmer will assume the position of executive chairman of Univar and 
its board of directors, succeeding William S. Stavropoulos, who will move 
to the role of lead director. Earlier this year, Univar announced that John 
R. Donovan joined the company as executive vice president and chief 
growth officer, responsible for strategic growth and the development of 
the company’s global business relationships.

Richard Ridinger has become new CEO of Lonza effective 
1 May succeeding Rolf Soiron who was acting CEO ad 
interim since the end of January after the dismissal of 
Stefan Borgas. Ridinger, age 53, has held numerous lead-
ership functions at Henkel for 14 years and Cognis (now a 
part of BASF) for 11 years. The Lonza Board of Directors 
also appointed Marc Funk, Group General Counsel and 
Board Secretary, to become a member of the Manage-
ment Committee. Funk joined Lonza in January 2009; 
prior he was associate general counsel at Merck Serono.

Mark Rohr has been appointed new CEO of Celanese in 
April after the retirement of David Weidman. Rohr, 60, 
is also chairman of the board of directors of the Dallas-
based chemical company and sits on the board of di-
rectors of Ashland, a Celanese peer, and the American 
Chemistry Council (ACC). He wants to move Celanese 
toward an investment-grade credit rating and pay down 
its $2.87 billion in long-term debt. Rohr, who resigned 
as CEO of Albemarle last summer and as the company’s 
chairman on Feb. 1, also said that acquisitions at Cela-
nese are likely, with “a lot of M&A potential”. 

Sherilyn McCoy was named new CEO of Avon Products. The appointment 
of the former Johnson & Johnson senior executive, who was seen as a 
candidate for that company’s top job earlier this year, ended a four-month 
outside search for a fresh face to replace charismatic Chairman and CEO 
Andrea Jung, and turn Avon around.

Donald Casey has been named new Head of Medical Business at Cardinal 
Health. Casey joins Cardinal from the Gary and Mary West Wireless Health 
Institute. He will report to Cardinal CEO George Barrett. A former Johnson 
& Johnson executive – Casey spent 24 years at J&J, most recently as a 
member of the company’s executive committee – replaces Mike Lynch 
to lead the $9 billion medical products and services business of the U.S. 
pharma wholesaler.

Enzyme Catalysis in Organic Synthesis

G.I.T. InnovationsAward 2012

Optimized by nature over the mil-
lennia, enzymes are catalysts that 
play a crucial role in the transfor-
mation and degradation of essen-
tial molecules in living organisms. 
Biocatalysis and biotransformations 
have been part of our daily lives for 
thousands of years, the most obvi-
ous examples being the production 
of beer, wine and vinegar. Most of 
the enzymes used in biocatalysis 
today are of microbial origin (bac-
teria, fungi or yeast), while a few are 
of plant or mammal origin.

The handbook “Enzyme Ca-
talysis in Organic Synthesis”, 
available as a comprehensive 
three-volume set, is the standard 
reference in the field of organic 
synthesis, catalysis and biocataly-
sis. Edited by a highly experienced 
and knowledgeable team with a tre-
mendous amount of experience in 
this field and its applications, this 3rd, 
completely revised and enlarged edi-
tion retains the successful concept of 
past editions, while the contents are 
very much focused on new develop-
ments in the field. All the techniques 
described are directly transferable 
from the lab to the industrial scale, 
making for a very application-ori-
ented approach. The must-have book 
for all chemists and biotechnologists 
is now available at an introductory 
price (valid until June 30, 2012).

CHEManager Europe raffles one 
set of the handbook among its read-

ers. If you are a researcher in the 
chemical or life science industry or 
a university scientist, email us at 
chemanager@gitverlag.com and use 
subject line “Catalysis Handbook” 
in order to partake in the drawing. 
Closing date is May 31, 2012.

 2 Enzyme Catalysis in Organic Synthesis  
Handbook/Reference Book
Karlheinz Drauz, Harald Gröger, Oliver May (eds.)
3., completely revised and enlarged Edition -  
449.- € (introductory price valid until June 30, 
2012,thereafter 499.- €)
Wiley-VCH, Weinheim, 2012
ISBN: 978-3-527-32547-4

Many manufacturers of research and 
laboratory equipment have submit-
ted their innovative lab solutions for 
the G.I.T. InnovationsAward 2012, 
organized by Wiley-VCH’s market-
leading magazines GIT Labor-
fachzeitschrift and  G.I.T. Laboratory 
Journal Europe. An independent jury 
of renowned and established scien-
tists has narrowed down the choice 
from a large number of submissions. 

Categories are: Analytical Instrumen-
tation and Software, Biotechnology 
and Life Science, Laboratory Equip-
ment & Technology and Furniture & 
Accessories. Until June 22 users of 
lab equipment may vote and decide 
about the winner in each category. 
Every voter is eligible to win an e-
book reader and book vouchers.

 2 www.pro-4-pro.com/innovationsaward2012

GPCA Supply Chain Conference 2012, May 8-9, Dubai, United Arab Emirates
Continued staggering growth in petrochemical production within the GCC 
has led forecasters to predict that by 2015 the overall share of the Gulf 
region in the global petrochemicals market will rise from 15 % to 20 %. 
This is already putting a huge demand on the region’s supply chains. 
Building on the successes of past events, the 4th Supply Chain Conference 
of the Gulf Petrochemicals & Chemicals Association (GPCA), the larg-
est petrochemical and chemical supply chain event focusing on the GCC 
region, takes as its central theme ‘Optimization through collaboration’. 
Delegates will have the opportunity to explore in detail what strategies 
the supply chain is implementing to make its activities more efficient and 
deliver better end-to-end value by working more collaboratively.

 2 www.gpcasupplychain.com

ChemSpec Europe 2012, June 13-14, Barcelona, Spain
As Europe’s only dedicated fine and speciality chemicals event, Chemspec 
Europe is focused on providing its attendees access and networking op-
portunities to blue chip and SME suppliers from around the globe. The 
event will be showcasing a series of conferences, seminars and workshops 
held over both days of the show for both exhibitors and visitors to attend. 
The Regulatory Issues Corner will feature a dedicated seminar theatre 
focused on a range of topics surrounding REACh and regulatory issues. 
The two day RSC Speciality Chemicals Symposium of the Royal Society of 
Chemistry will highlight recent advances in improving the sustainability 
and efficiency of processes in the scale up and production of speciality 
chemicals.

 2 www.chemspecevents.com

15th International Congress on Catalysis 2012, July 1-6, Munich, Germany
The field of catalysis has dramatic progress through emerging connec-
tions among its underlying scientific disciplines and among research 
groups through high-profile scientific networks. Catalysis will remain 
one of the key technologies leading to sustainability in the synthesis of 
energy carriers and chemicals. The 15th ICC will be a platform to ex-
change new ideas and to discuss developments in all areas of catalysis. 
Renowned plenary and keynote speakers will present overviews of recent 
developments. Four parallel oral sessions and two general poster sessions 
will be complemented by cross disciplinary sessions, organized to share 
new results at the boundaries between established fields within catalysis. 
The theme of the congress, “From fundamental understanding to catalyst 
design and novel processes”, charts the routes to step-out advances in 
catalysis from its roots in basic catalytic phenomena.

 2 http://events.dechema.de

2012 ChemOutsourcing Conference & Exhibition, September 10-13, Long 
Branch, New Jersey, USA
ChemOutsourcing is a unique, annual pharmaceutical chemistry show. 
The event hosts a conference with over 100 speakers, mostly chemists 
from pharma and biotech companies, and an exhibition for 100 chemis-
try service providers. Every year, increasing numbers of small molecule 
biotechnology company chemists are speakers and attendees at the show. 
The conference discussions center around Chemistry Sourcing/Outsourc-
ing, Process R&D, Chemical Development, CMC, Procurement, Medicinal 
Chemistry, Drug Discovery, and New Chemical Technologies. 

 2 www.chemoutsourcing.com 
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See you in Frankfurt! 
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Global Issues
The extensively revised 
and updated Fourth Edi-
tion of Global Issues: 
An Introduction offers a 
unique approach to the 
most important environ-
mental, economic, social, 
and political concerns 
of modern life. The only 
book of its kind to use the concept 
of development to illustrate how dif-
ferent global issues are interrelated 
does also include a new section on 
nuclear energy. Key features include 

a glossary of terms; guides 
to further reading, media, 
and Internet resources; 
and suggestions for dis-
cussing and studying the 
material. 

 2 Global Issues: An Introduction, 4th Edition
John L. Seitz, Kristen A. Hite (eds.)
Wiley-Blackwell, 2012
ISBN: 978-0-470-65564-1

Win
Ton Büchner

Richard Ridinger

Mark C. Rohr



 chemanager-online.com/en

Page 16 A t  A  G l A n c e  CHEManager Europe 5/2012

Imprint
Publisher:
GIT VERLAG
Wiley-VCH Verlag 
GmbH & Co. KGaA
A Company of 
John Wiley & Sons, Inc.

Geschäftsführer
Jon Walmsley, 
Bijan Ghawami 

Director
Roy Opie

Product Management
Dr. Michael Reubold
Tel.: +49 6201 606 745
michael.reubold@wiley.com

Editor-in-Chief
Brandi Schuster
(on maternity leave)
Tel.: +49 6201 606 755
brandi.schuster@wiley.com

Managing Editor
Dr. Roy Fox
Tel.: +49 6201 606 714
roy.fox@wiley.com

Media Consultants
Corinna Matz-Grund
Tel.: +49 6201 606 735
corinna.matz-grund@wiley.com

Thorsten Kritzer 
Tel.: +49 6201 606 730
thorsten.kritzer@wiley.com

Ronny Schumann
Tel.: +49 6201 606 754
ronny.schumann@wiley.com

Roland Thomé 
Tel.: +49 6201 606 757
roland.thome@wiley.com

Team Assistants
Lisa Rausch
Tel.: +49 6201 606 742
lisa.rausch@wiley.com

Beate Zimmermann
Tel.: +49 6201 606 764
beate.zimmermann@wiley.com

Freelancers
Dr. Sonja Andres
Miranda Kennedy
Dede Williams

Production Managers
Christiane Potthast
Claudia Vogel (Advertising)
Oliver Haja (Layout)
Ramona Rehbein, Elke Palzer 
(Litho)

Reprints
Dr. Katja Habermüller
Tel.: +49 6201 606 719
katja-carola.habermueller@ 
wiley.com

Subscription/Reader Service:
Silvia Amend
Fax: +49 6201 606 700
silvia.amend@wiley.com

Bank Account
Commerzbank AG Darmstadt,  
Germany
Account No. 01715501/00, 
Routing No. 50880050
The current price list is valid 
from 1st October 2011

 CHEManager Europe 
appears 10 times in 2012.

Print run: 20,000  
(IVW Report 
Q3 2011: 19300 tvA) 
Eighth year 2012 
Subscriptions 
10 issues €84 
incl. postage 
single copy €13.50 
plus postage

Students receive a discount of 
50  % upon presentation of a valid 
certificate. Subscription orders 
can be canceled within 1 week 
in writing. Dispatch complaints 
are possible only within 4 weeks 
after publishing date. Subscripti-
on cancellations are accepted 6 
weeks before end of year.

Orginal Articles 
Specially identified contributions 
are the  responsibility of the 
author. Manuscripts should  
be addressed to the editorial of-
fice. Instructions for au thors may 
be requested from the  publishing 
company. We as sume no liability 
for unsolicited, submitted ma-
nuscripts. Reproduction, including 
 excerpts, is permitted only with 
the permission of the editorial 
office and with citation of the 
source.The pub lishing company 
is granted the exclusive, space 
and content restricted right to 

arbitrarily use the unmodified 
work/editorial contribution for all 
purposes for itself and for busi-
nesses that have an interest in the 
publishing company as defined 
by company law as well as to 
transfer the right of use to third 
parties. This right of use applies 
to both print and electronic media 
including the internet and data 
banks/data media of all types.
All names, designation, or  signs 
in this issue, whether  referred 
to and/or shown, could be trade 
names of the respective owner.

Printed by 
Druckzentrum Rhein-Main 
GmbH & Co. KG 
Alexander-Fleming-Ring 2 
65248 Rüsselsheim

Reuters content is the intellectual 
property of Thomson Reuters or 
its third party content providers. 
Any copying, republication or 
redistribution of Reuters content, 
including by framing or similar 
means, is expressly prohibited 
without the prior written consent 
of Thomson Reuters. Thomson 
Reuters shall not be liable for 
any errors or delays in content, 
or for any actions taken in reli-
ance thereon. „Reuters“ and the 
Reuters Logo are trademarks of 
Thomson Reuters and its affilia-
ted companies. © 2011 Thomson 
Reuters. All rights reserved. 

Printed in Germany 
ISSN 1861-0404

Index

Abbott Laboratories 4

Acatvis 2

Agency for Renewable Resources (FNR) 14

Agennix 13

Air Liquide  9

AkzoNobel 1, 4, 15

Albemarle 4, 15

Alix Partners 2

American Chemistry Council (ACC) 15

Amgen 2

Arsenal Capital Partners 13

Ashland 4, 15

Avon Products 15

Barentz 6, 7

BASF  1, 4, 5, 6, 9, 10, 13, 15

Bayer  4, 6

Beicip-Franlab 8

Bernstein 8

Beumer 11

Biesterfeld 1, 4

BK Giulini 2

Cardinal Health 15

Celanese  1, 4

Celltrion 8

Champion Technologies 8

Chemical EOR Alliance 8

China National Petroleum Corp (CNPC) 9

Cognis 15

CVC Capital Partners 2

Danone  1

Dechema  6, 15

Deutsche Bank 2

Dow Chemical 1, 6, 10

Dow Corning  3

DuPont  1, 4

European Chemicals Agency (ECHA)  13

Ecolab 15

ETH Zurich 5

European Medicines Agency (EMA) 8

Evocatal 14

Evonik  6, 9, 13

ExxonMobil 16

European Association of 
Chemical Distributors (Fecc) 1, 4, 5

GEA 9

Gempex  12

GIG Karasek  2

Hellman & Friedman 2

Henkel 15

Heraeus 8

Hospira 8

Huntsman 8

I+O Industrieplanung und Organisation  12

Icelandic 2

Illumina  1, 2

Inge Watertechnologies 5

Inter-Lab 13

Israel Chemicals (ICL) 2

Johnson & Johnson 8, 15

KAI Pharmaceuticals 2

Lanxess  6, 7, 10, 14

Linde  6, 11

Lonza 13, 15

Lurgi  9

Management Consultants 1, 8

Merck & Co. 8

Merck KGaA 13, 15

Nestlé  1, 5

Novo Nordisk 13

Novolyte Technologies 13

Petroleos de Venezuela (PDVSA) 9

Pfizer 2

Polinvent 8

PPG Industries 4

Quimitécnia  6, 7

R2 Group  6, 7

Research Organics 2

Reuters 2

Rhodia  1, 6, 8, 15

Roche  1, 2

Roman Seliger  1

Rosneft 15

Ruskhimset  6, 7

SABIC 9, 16

Sadara Chemical 10

SAFC 2

Samsung  6, 9

Sartorius 11

Sibur 8

Sigma-Aldrich 2

Society of Chemical Manufactures & 
Affiliates (SOCMA) 14

Solvay  1, 6

State Oil Company of 
Azerbaijan Republic (Socar) 10

Sulzer 15

Tantalus 15

ThyssenKrupp  9

Tiami Vattenkemi 2

TPG Capital 4

Uhde  9

Uhlmann Pac-Systeme  12

Univar  1, 6, 7, 15

University of Freiburg 5

University of Strasbourg 5

VDMA  9

Velox  6, 7

Watson Pharmaceuticals 2

Wiley-VCH Verlag 15

Yingli Green Energy 8

Fig. 1: Crude Oil Price History 

Source: New York Mercantile Exchange (NYMEX) © CHEManager Europe
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Fig. 2: Potential Reduction in GDP Growth in First Year of High Oil Prices, in %

Source: McKinsey © CHEManager Europe
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Fig. 3: Levers for Supply Chain Setup and Potential Reduction in Energy Intensity
(Fuel Consumption per Gross Output) from 2007 Baseline in %

Source: McKinsey © CHEManager Europe
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Fig. 4: How Might a Sustained Oil Price Spike A�ect Demand?
Demand for Liquids 1), Million Barrels a Day (mbd), Rounded Estimates

Source: McKinsey
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1) All liquid fuels derived from crude oil, natural-gas liquids (NLGs), biofuels, gas to liquids (GTLs), and coal to liquids (CTLs).

The world is very far from running out of oil. However, 
it’s possible, though far from certain, that oil prices 
will spike in the years ahead. Emerging markets are 
still in the midst of a historic transition toward greater 
energy consumption. When global economic perfor-
mance becomes more robust, oil demand is likely to 
grow faster than supply capacity can. As that hap-
pens, supply and demand could collide — gently or 
ferociously, says global management consulting firm 
McKinsey & Company. 
The likelihood of oil price volatility combined with 
related uncertainties — such as the potential for 
swings in the dollar versus other currencies — makes 
it even more random as in the past to predict medi-
um-term oil prices (compare Fig. 1).
One scenario that’s sufficiently plausible and un-
derappreciated: the prospect that within this decade, 
the world could experience a period of significant 
volatility, with oil prices leaping upward and oscilla-
ting between $125 and $175 a barrel (or higher) for 
some time. The resulting economic pain would be 
significant. Economic modeling by McKinsey sug-
gests that by 2020, global GDP would be about $1.5 
trillion smaller than expected, if oil prices spiked and 
stayed high for several years. 
If crude-oil prices rose to $125 a barrel or above and 
stayed there long enough global growth would und-
oubtedly suffer. McKinsey estimates that this type of 
shock would drive down global growth by 0.6 to 0.9 
% in the first year (Fig. 2). The modeling suggests that 
the country-level impact of spiking oil prices would 
be quite uneven — and not just because of differen-
ces in the energy efficiency of various economies. 
Even more important are variations in the relative size 
of the industrial sector in different countries. Export-
oriented advanced manufacturing economies, such 
as Germany and Japan, are more vulnerable than 
their relative energy efficiency might indicate.
McKinsey also describes energy-efficient supply 
chain strategies that some companies are already 
undertaking (Fig. 3). Building a supply chain that can 
withstand high oil prices would still make economic 
sense even if oil prices were as low as $40 a barrel. 
The potential would be even greater at higher prices. 
Research conducted by McKinsey three years ago, 
when oil prices shot up to $125 and beyond, indica-
ted that a variety of actions would collectively redu-
ce the energy intensity of global supply chains by 
almost one-fourth, and energy intensity could be 
reduced by more than one-third if oil prices stayed 
above $100 a barrel for a prolonged period. 
Projections suggest that in a “business as usual” 
scenario — assumed that between 2010 and 2020 
the world economy will grow at 3.0 to 3.5 %, a rate 
currently anticipated by many analysts and that oil 
prices won’t significantly exceed $100 a barrel during 
this period — the world could reach a realistic supply 
capacity of around 100 million barrels a day by 2020, 
up from about 92 million today. Conservation mea-
sures could reduce oil demand by 10 million to 20 
million barrels a day (Fig. 4). 
Reduction measures may be immediate or structural. 
In the long run, structural changes could well be a 
positive development for the world — resulting in 
more predictable and sustainable energy supplies 
and prices. But navigating the transition would be 
challenging and would reward the well prepared. The 
time is now for companies to start planning for the 
possibility of another price shock and a powerful 
market response.

Impact Scenarios of Another Oil Price Spike

Playful Polypropylene  Every child loves pint-sized versions of their parents’ belongings. To fulfil those desires, 
Flux Furniture has created a miniature version of its award-winning foldable and portable Flux Chair. In line 
with the adult model, the junior model is molded from polypropylene (PP) resin from SABIC. The material’s 
excellent strength to weight ratio enables the Flux Junior to withstand active use while allowing kids to move 
the chair easily. It also provides outstanding durability and resilience so the chair can be used outdoors. The 
high-performance block copolymers offer a good blend of properties that enable thin hinges to be incorporated 
into the thicker, rigid chair body. 

Exxon, Rosneft Unveil Offshore Venture
U.S. oil major ExxonMobil and Rus-
sia’s state-controlled Rosneft un-
veiled an offshore exploration part-
nership that could invest upward of 
$500 billion in developing Russia’s 
vast energy reserves in the Arctic 
and Black Sea. The deal, between 
the world’s largest listed oil firm 
and the world’s top oil producing 
nation, was the product of nearly a 
year of talks.

Under the deal, Exxon and Ros-
neft will seek to develop three fields 
in the Arctic with recoverable hy-
drocarbon reserves estimated at 
85 billion barrels in oil-equivalent 
terms. For Exxon, the partnership 
secures an Arctic prize that was 
coveted by British oil major BP 
before its own talks with Rosneft 
collapsed last May. Exxon moved 
quickly to seal an outline deal in 

August to create a joint venture 
that would plough an initial $3.2 
billion into exploring the Kara Sea 
and Black Sea.

Rosneft will have a two-thirds 
stake in the venture, while Exxon 
would own a third and shoulder 
the initial exploration costs. If the 
reserve base is confirmed, total in-
vestments could exceed $500 billion 
in the coming decades. ▪

Rhodia, Tantalus to Cooperate on Rare Earth Project
Rhodia, member of the Solvay 
group, and German raw material ex-
ploration firm Tantalus Rare Earths 
signed a Letter of Intent relating to 
technical cooperation in process de-
velopment for generating rare earth 
concentrates in Madagascar and the 
exclusive supply of these rare earth 
products to Rhodia. 

The large near-surface Tantalus 
rare earth project in Madagascar is 
emerging as one of the largest clay 
hosted rare earth resources outside 
of China, with 130 Mt of rare earth 
oxide (“REO”) bearing clays already 
identified from a small portion of the 
project area on the Ampasindava 
Peninsula in north-western Mada-

gascar. Analysis of the Tantalus ma-
terial has shown that approximately 
20 % of the REO’s are in the valuable 
“heavy” category. 

The LOI will be followed by a de-
finitive Technical Cooperation Agree-
ment and Offtake Agreement for up 
to 15,000 tons per year of rare earth 
products from Tantalus. ▪


