
NEW VOICES IN CHEMISTRY

E
uropean chemical indus-

tries, especially the German
chemical industry, have without
a doubt the most international
business setup compared with

other industries. However, despite this
global orientation, more than 55% of the
business is still based in Europe, whereas
on average, 20 to 25% of sales come from
the NAFTA region. Asia represents only
about 10% of the business. This geo-
graphical spread does not truly reflect the
economic situation or the growth poten-
tial in Asia. This situation is unlikely to
change in the short term.

To capture the Asian market dynam-
ics and balance the regional risk, the
majority of companies have emphasized
the importance of Asia. The questions
are whether the efforts made are enough

to meet the growth target, and what the
right approach for the growth strategy in
Asia might be. 

To answer these questions, it is first nec-
essary to recall the recent development of
the chemical industry in Asia. The over-
whelming investment activities of the late
1980s and ’90s ended with a dramatic eco-
nomic crisis in 1997–98. As a consequence,
the local chemical industries began to
reorient their strategies and restructure
themselves, but in different ways. Some
Korean companies divested their chemical
businesses to reduce debt. A lot of large

investments that had been planned for the
Asian region have been either delayed or
canceled. The pressure of change led Japan
to begin consolidating local chemical busi-
nesses too small to survive independently
and to invest more aggres-
sively outside of Japan.
After several rounds of
restructuring, China has
partly privatized its bulk
chemicals conglomerates
and will now shut down
small unprofitable plants.
In addition, an increasing
opening of local markets
and a rapid improvement
of infrastructure have re-
sulted in greater transpar-
ency and a better invest-
ment environment.

With the current speed
of development, Asia will
be the second-largest
chemical market in the
world in the mid-term.
Although the current in-
vestments there are mainly focused on
commodity chemicals to reduce the net
import volume, some initiatives have been
launched to develop the specialty chemi-
cals business. Many Asian investments
from European chemical companies have
been aimed at breaking into new markets,
such as building infrastructure. The in-
vestments, therefore, often have resulted
in a lower return compared with an in-
cremental investment in an existing plant
site in Europe or the NAFTAregion. This
has been a big hurdle for necessary Asian
investment.

European bulk chemical companies
have in fact participated actively in the
development and restructuring process
in Asia. Besides acquisitions, they have
built plants throughout the different
Asian regions. World-scale plants (econ-
omy of scale) and integrated structure
(economies of scope) offer competitive
advantages against international and
local competitors.

It is more difficult to define a common
Asian strategy for specialty chemical com-
panies, because their business model is
more focused on product innovation and

customer intimacy. Concerns over intel-
lectual property rights and insufficient
market entrance have meant that the
business approach has often been of an
opportunistic nature and mainly based
on exports into Asia. The companies that
have invested in the region have suffered,
not infrequently, from low profitability
or even losses.

The principal driving forces for invest-
ments in Asia are the large market and
high growth potential. There is, however,

little consideration of the
potential for developing
new technologies and
new skills. With its spe-
cific cultural background
and economic context,
Asia sometimes offers a
better environment for
the development of new
technologies. Alot of evi-
dence supports this view,
and examples can be
found in such fields as
electronic chemicals, fine
chemicals, and chemical
and biological catalysts.
Some government pro-
grams exist specifically to
support research and
development work cen-
tered on new technolo-

gies. They could be seen as either a threat
to the existing technology base or a chance
for participation.

It is essential that specialty chemical
companies become more actively involved
in the research and development activi-
ties in Asia while increasing their local
marketing capabilities. Fortunately, a lot
of service and technical labs have been set
up recently, and training programs are
starting to be developed. They are not only
of a purely technical nature; in addition,
they cover areas such as marketing and
management training.

The biggest challenge for the Euro-
pean chemicals industry will be to accept
Asia as an important part of the global
chemical network and to actively take
part in the growth and reorganization
process in the region.
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BIG CHANCE Yu believes Asia is the
land of opportunity for the chemical
industry.

It is essential
that specialty
chemical
companies
become more
actively
involved in the
R&D activities
in Asia while
increasing their
local marketing
capabilities. 


