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Looking for a new location for your company? We're here to help.

Will your plant have a high energy demand? What raw
materials are required? Do you need assistance throughout
the permit process?

With our investment tool, it only takes a few minutes to see
how well your company will fit in at CHEMPARK. Just enter
the internet address and here we go!
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Hard Facts and Soft Skills

Dear Reader,

When looking for a location to invest in a produc-
tion facility, a research center or an office building,
companies need to consider numerous factors.
There is an increasing competition among locations
for investments but it is not just the growth per-
spectives of the market, the quality of infrastructure
or the attractiveness of frame conditions that tip the
scales in favor of one location. In times of growing
geopolitical uncertainty and economic volatility, in-
vestors and entrepreneurs are also looking for a
“safe haven” to put their money in.

Investors may compare locations not only by
their “hard facts” but also — so to say — their “soft
skills”. As, for instance, the availability of workforce
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is becoming increasingly crucial, employers have to
go the extra mile in order to attract highly qualified
specialists. Therefore, choosing the ideal location
will make staffing and operating easier. A region or
country’s quality of life, climate and landscape, its
level of personal security, the efficiency of the health
system, and the reliability of public transport may
in the long run outweigh some shortfalls on the eco-
nomic or financial side.

In this 2015 edition of ‘Regions & Locations
Guide‘ we are again focusing on investment and op-
erating conditions in regional markets, countries,
chemical and life-science clusters as well as indus-
trial and chemical parks. With substantiated market
reports and location profiles, our annual special is-
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The Chemical Quotient

New Measure to Compare Locations for Chemical Investments

hat should be the key criteria when searching for the best location for

a chemical investment? One might do worse than to use the guiding

principle of famous bank robber Willie Sutton. He reputedly once replied

to a reporter’s inquiry as to why he robbed banks by saying ,because

that's where the money is.” For a chemical company, this would mean to

locate the investment wherever the market is.

But then how to decide this? The GDP
of a country may not be an ideal pa-
rameter as it includes many indus-
tries — particularly providing ser-
vices — which make very limited use
of inputs from the chemical industry.
Alternatively, one may use the global
chemical market share of different
countries (fig. 1) in order to evaluate
a country’s attractiveness for a chem-
ical investment.

Global market shares certainly
give useful guidance, but the measure
still has some weaknesses as will be
explained later.

This article introduces a new
measure to facilitate or support a lo-
cation decision-making - the Chemi-
cal Quotient (CQ). The CQ compares
the global share of a country’s chemi-
cal market with the country’s share of
global GDP according to the equation:

A CQ value above 1 means that the
chemical market of a country has a
higher importance than its share of
global GDP would suggest. Similarly,
a CQ value below 1 means the chemi-
cal market of a country is below its

expected value based on its share of
global GDP of a country.

Fig. 2 shows the CQ for the 30 coun-
tries with the biggest global chemical
market share. Together, these coun-
tries with a global chemical market
share of at least about 0.4% account
for a total of about 90% of the global
chemical market.

It is important to note that the CQ
is a measure for the relative impor-
tance of the chemical industry within
a country, i.e., the CQ gives an indica-
tion whether the chemical industry is
an important one in that country
compared to the other industries in
the same country. A CQ above 1

INDIAN MIARKET —TAP THE FULL POTENTAL

GO FAST3
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Avinash Parihar
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means that the relative importance of
the chemical industry in that country
is higher than global average, while a
CQ below 1 indicates that the impor-
tance of the chemical industry in that
country is below the global average.
The CQ does not directly indicate the
size of the chemical market. For ex-
ample, the CQ may be low if overall
GDP of a country is very high and its
chemical market size is quite large
but not dominant, which is the case
for Japan.

For some investments, the CQ may be
a more relevant indicator of the at-
tractiveness of a location than the
chemical market share - even though
the chemical market share directly
correlates to the size of the chemical
market.
This is because a country with a
high CQ (remember, this means the
chemical industry is of comparatively
high importance in this country)
should have a comparatively good
chemical industry infrastructure for a
country at its GDP level. This may af-
fect many different aspects including
= a larger pool of qualified and expe-
rienced employees,

= a broader range of suppliers to the
chemical industry, e.g., with regard
to equipment, water treatment,
waste management,

= a larger portfolio of service offer-
ings to the chemical industry, e.g.,

33.2%

35%

more chemical distributors, logis-
tics providers,

= more experienced and potentially
more sympathetic government
authorities as they both deal with
chemical companies more fre-
quently and as those also repre-
sent a larger share of their tax
income,

m a larger potential for cooperation
with third parties, e.g., other
chemical companies, downstream
clients or research-oriented insti-
tutions such as universities,

= and stronger export orientation of
the chemical segment or of its
main customer industries.

In contrast, a country with a low CQ

may indicate that the interests of the

chemical industry in that country are
regarded as less important (as, for
example, the chemical industry pro-
vides only a limited number of jobs).

In addition, there may be a smaller

number of skilled employees, custom-

ers may be more widely dispersed,
and service offerings to the chemical
industry may be much more limited.

To illustrate the difference between
chemical market share and CQ, let us
look at some examples. At 50.8 billion
€ in 2013, the chemical market size
and global market share of the Neth-
erlands and Italy are almost identical.
However, the CQ of the Netherlands is
much higher (1.4 compared to 0.6) as
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the GDP of the Netherlands is smaller
— or in other words, the chemical in-
dustry is relatively more important in
the Netherlands than it is in Italy.

And indeed, when comparing the
attractiveness of these two locations,
many of the points made regarding
the advantage of a higher CQ will ap-
ply to the Netherlands but not to Italy.
As a consequence, the Netherlands as
an investment location benefits both
from lower costs (e.g., logistics) and
qualitative advantages (e.g., higher
proximity of other chemical compa-
nies as cooperation partners, suppli-
ers, customers or source for employ-
ees). So the concept of the CQ
suggests that an investment in the
Netherlands may be superior to one
in Italy (assuming other factors are
equal).

Similarly, Singapore and Canada
have similar-sized chemical markets
(SGP 27.7 billion USD, CAN 26.6 bil-
lion USD) but hugely different CQs
(SGP: 2.2; CAN: 0.3). Which of these
two locations is likely to be more ex-
perienced in dealing with chemical
investments? Which one will likely of-
fer better synergies with existing
businesses already established at the
location? Which one is more likely to
offer opportunities for exports?

In the case of a large country such
as Canada, it may even be worth con-
sidering the CQ of particular prov-
inces or regions within a country. For
example, Ontario is Canada’s prov-
ince with the highest concentration of
chemical industry, and indeed the CQ
of Ontario is 0.7 rather than the 0.3
calculated for the country as a whole.
Consequently investing in chemicals
in Ontario will have some advantages
compared to doing the same in the
rest of Canada.

A high-level analysis of the CQ by
country confirms the status of the
chemical industry as a fairly mature
industry that is part of the overall
manufacturing segment. With some
exceptions, the CQ therefore is com-
paratively high for those countries
which serve as global production
centers (mostly China and its satellite
economies). In contrast, the shift to
the service sector in countries such
as the US and particularly the UK
leads to these countries having low
CQs.

For Europe, the analysis also
shows the comparatively high impor-

South Korea
Singapore
Belgium
Malaysia
Netherlands
Thailand
Saudi Arabia

www.chemanager.com

Poland
France
USA
Russia
Italy
Indonesia
Turkey
Canada

United Kingdom

tance of the chemical industry for
Germany — it is the only larger highly
developed country with a CQ near 1.
In addition, the CQs identify some
smaller countries (Belgium, the Neth-
erlands) as locations in which the
chemical industry plays a larger than
average role.

In addition, the CQ analysis shows
the importance not only of China for
chemicals, but also of chemicals for
China. This latter importance even in-
cludes some economies (particularly
Korea, Taiwan) which strongly de-

<>

pend on their proximity and eco-
nomic exchange with mainland
China. Given this high importance, it
is likely that the requirements of the
chemical industry in China as a whole

will not easily be ignored by the
government.

The newly defined Chemical
Quotient (CQ) can be a valua-
ble tool in comparing potential lo-
cations for chemical investments, as
the relative importance of chemicals
in a country’s economy surely pro-
vides some information on its attrac-
tiveness for chemical companies.

Dr. Kai Pflug, CEO, Management Consulting
— Chemicals, Shanghai, China

kai.pflug@mc-chemicals.com
www.mc-chemicals.com
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Chemical Connections

How Liberalized Chemicals Trade Underpins Global Value Chains

hemicals are vital to our wellbeing. They help us grow more abundant

crops and preserve our food. In the form of plastics, rubber and foam, they

help make our homes, factories and vehicles clean and comfortable. They

enable us to make safer, lighter, cheaper, more durable goods and struc-

tures. And they help us to extract energy and use it efficiently. A recent

CEFIC publication, entitled “Chemical Connections’, notes that trading

chemicals around the world stimulates competition, provides an incen-

tive to develop new markets through innovation and stimulates produc-

tion efficiency. But above all, it helps to improve the quality of human life.

Most chemical products are interme-
diates, used in the production of other
goods. The chemical industry under-
pins virtually all sectors of the econ-
omy and its strategies impact directly
on downstream chemicals users. The
big industrial users of chemicals are
rubber and plastics, construction,
pulp and paper, and the automotive
industry. Nearly two-thirds of EU
chemicals are supplied to the EU in-
dustrial sector and more than one-
third of chemicals go to other
branches of the EU economy such as
agriculture, services, and other busi-
ness activities. The rise of global
value chains gives all countries an in-

terest in keeping chemical import du-
ties low. Nowadays trade is no longer
about “produced here, sold there” but
“produced everywhere, sold there”.

Compounding trade deals in key EU markets

= EEA Burcpean Exonorm Area
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Since 90% of GDP growth will take
place outside Europe in the next dec-
ade, international trade should be a
potential growth driver of the Euro-
pean chemical industry, bolstering
sales and jobs. But barriers need to
be stripped away. Despite some mul-
tilateral trade deals within the GATT
framework and some bilateral agree-
ments between the European Union
and its partners, much remains to be
done in opening markets. And our in-
dustry also needs better access to af-
fordable energy and raw materials
and greater harmonization of stand-

christianchan - Fotolia.com

ards and regulations around the
world. A more coherent policy frame-
work would help the European chem-
ical industry fulfil its vocation of en-
suring that by the year 2050 more
than 9 billion global citizens live well,
within the resources of the planet.

Between 2014 and 2050 the world’s
population will surge from 7.2 billion
to 9.5 billion, according to the United
Nations. But over the same period,
Europe’s total population will decline
to 709 million, just 7.4% of the total.
Meantime Asia’s population will grow

World chemicals sales in 2013 by regions

Chemicals sales (€ bilion)

HAFTA™
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Trade barriers need to be
stripped away.

to 5.1 billion, 54% of global citizens,
and Africa will be home to 2.3 billion,
twice as many as today, and a quarter
of those on our planet. World chemi-
cals production is set to almost dou-
ble from €3.2 trillion in 2014 to €6.3
trillion in 2030. But most of this
growth will be outside the EU: If Eu-
rope’s industry is to grow and share
in the rewards, Europe must rein-
force its role as a chemical exporting
region.

Growth in post-recession Europe re-
mains low, hampered by mature mar-
kets and an ageing population. Do-
mestic and international economic
uncertainty aside, EU chemical indus-
try exports did reach €138 billion in
2014, delivering an EU chemicals
trade surplus of nearly €44 billion.
Given an appropriate domestic
and international policy framework,
the European chemical industry has
strong potential to benefit from fur-
ther forecasted growth in global
chemicals demand. The industry
firmly supports the European Com-
mission’s endeavors to underpin the
internationalization of European
companies and further liberalize
trade — preferably at multilateral
level through the World Trade Or-
ganization (WTO) or via bilateral or
regional trade agreements such as
the Transatlantic Trade and Invest-

ment Partnership (TTIP) or pro-
posed EU-Japan Free Trade Agree-
ment.

By its nature, the chemical industry
benefits from liberalized trade. Its
products are hugely diverse, innova-
tive, widely used, and its plants and
employees are located worldwide.
Improving trading opportunities for
chemicals can make the industry
more competitive.

The successful Uruguay round of
multilateral trade talks in 1994
achieved the Chemical Tariff Harmo-
nization Agreement (CTHA) and
Pharmaceutical Agreement, which
harmonized chemical import duties
at just 6.5%, 5.5% or 0%. CEFIC then
started advocating a new, ambitious
and pro-active agenda. The succes-
sive extensions of the CTHA to new
members of the WTO and updates to
the Pharmaceutical Agreement have
delivered tangible benefits for the in-
dustry as well as for consumers
worldwide. Consumption and produc-
tion of chemicals is growing most
strongly in emerging and developing
economies and in global value chains.
If the WTO lives up to the proclaimed
importance of global value chains,
the goal of the Doha round should be
to substantially reduce or eliminate
tariffs for intermediate products in-
cluding chemicals to help the devel-
opment of these economies.

The European chemical industry
is being increasingly harmed by
measures in other regions including
double pricing, export restrictions
and export taxes. The chemicals sec-
tor is especially concerned about dis-
criminatory practices regarding ethyl-
ene feedstock, gas, palm oil and im-

Top 10 EU chemicals trade partners

2013 Extra-EU chernicals vrade (f 229.3 billion)
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portant minerals such as yellow
phosphorous, fluorspar or rare
earths. It therefore welcomed rulings
by the WTO Dispute Settlement Body
that export duties and export quotas
applied by China to rare earths, tung-
sten and molybdenum breached its
WTO obligations. CEFIC supports the
strong stand the European Commis-
sion takes against breaches of WTO
obligations and the Commission’s
pursuit of bilateral free trade negoti-
ations. But ultimately we need im-
proved rules governing access to raw
materials at multilateral level.

TTIP would help companies
compete more effectively
in increasingly globalized

chemicals markets.

Because the Doha round has made
such slow progress, the EU and other
regions and countries have sought to
liberalize world trade via bilateral
Free Trade Agreements (FTAs, c.f. fig-
ure 1). CEFIC considers that FTAs
complement the search for a multilat-
eral deal and offer opportunities to
achieve agreements in areas that are
not yet or not sufficiently addressed
by the WTO.

Negotiations on a radical, far-
reaching trade agreement, known as
the Transatlantic Trade and Invest-
ment Partnership (TTIP) began in
July 2013 and are ongoing. TTIP can
help reduce the cost of trading with
the US in various ways. A deal would
help companies to compete more ef-
fectively in increasingly globalized
and competitive chemicals markets.
On Japan, negotiations for an EU-Ja-
pan Free Trade Agreement were
launched in March 2013, and are
proceeding. An FTA with Japan not
only has the potential to enhance
market access and regulatory coher-
ence between the EU and Japan, but
it will also pave the way for other bi-
lateral and multilateral negotiations
with and between Asian economies. It
can also contribute to broader ac-
ceptance of world standards by Ja-
pan, where many barriers stem from
stricter Japanese standards. And
thirdly, an agreement with Japan
could reduce any handicaps suffered

by European companies arising from
the recently concluded negotiations
on the Trans-Pacific Partnership
(TPP) agreement to which the EU is
not a party. For the same reason we
welcome the announced negotiations
with Australia and New Zealand and
to start new ASEAN FTA negotiations
— when appropriate — with the Phil-
ippines and Indonesia.

The EU chemical industry has also
a lot to gain by increasing our chemi-
cal connections with regions as India,
China, Gulf Cooperation Council
(GCC) and Mercosur. In order to spur
EU chemical industry growth in all
these regions requires eliminating all
chemical tariffs and removing all
trade barriers including export re-
strictions and export duties on raw
materials. Ensuring effective protec-
tion and enforcement of intellectual
property rights is essential to give in-
vestors confidence and foster innova-
tion. Non-tariff barriers such as dou-
ble-testing of  products and
burdensome licensing and labelling
requirements, and failure to comply
with international standards prevent
the EU and these regions achieving
the full commercial potential of their
chemical trade.

Despite talks about the importance of
global value chains, many countries
have yet to draw logical conclusions
that growth of all their economic sec-
tors requires liberalization of not only
end-products but especially of inter-
mediates like chemicals. A narrowly
focused environmental goods agree-
ment presently being pursued by a
group of countries therefore misses
the point. The world economy needs
broad-based tariff liberalization, in-
cluding ambitious tariff reductions
for chemicals. The plethora of re-
gional and bilateral trade deals being
struck may reinvigorate participants
to agree international trade rules un-
der the aegis of the WTO. If the WTO
is to keep relevance for 215 century
trade, it must include in its agenda
more ambitious deals at regional
level.

Servet Goren, international trade manager,
CEFIC, Brussels, Belgium

sgo@cefic.be
www.cefic.org
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Poised For Growth

Chemistry is at the Heart of the US Economy

Chemistry: it's in everything and it's everywhere. In fact, nearly all man-

ufactured goods are directly touched by chemistry, either as a material,

in processing, or in some other value-added means. The US is a global

leader in chemical production, providing over 15% of the world’s chemi-

cals and representing 14% of all US exports. It is also one of the US’s larg-

est manufacturing industries, an $801 billion enterprise providing

804,000 high-paying jobs.

The business of chemistry is a $5.4
trillion global industry. Over 96% of
all manufactured goods — from per-
manent-press clothing to protective
packaging materials to strong and
light composite materials in aircraft
— are directly touched by chemistry.
In 2014, the US produced 1.2 bil-
lion t of these essential chemicals and
chemical products, valued at $801
billion (the value of the US chemical
business is measured along the lines
of the value of its shipments, as re-
ported by the US Bureau of the Cen-
sus). Generally speaking, the compo-
sition of chemical shipments by
segment in the US mirrored global
activity. Basic (or commodity) chemi-
cals made up $334 billion (42%) in
shipments; of those, more than half
were bulk petrochemicals and inter-
mediates, followed by plastic resins,
and inorganic chemicals. The second
largest segment was pharmaceuti-
cals, including prescription and over-
the-counter drugs and other pharma-
ceutical preparations for both human
and veterinary use, with $178 billion
(22%). Specialty (or performance)

8 - Regions & Locations Guide 2015

chemicals, like adhesives and seal-
ants, catalysts, coatings, electronic
chemicals, and plastic additives, ac-
counted for $150 hillion (19%), fol-
lowed by consumer products ($91 bil-
lion, 11%) and agricultural chemicals
($46 billion, 6%).

Geographical Footprint of the
US Chemical Industry

Chemicals (and chemical products)
are produced in nearly every US
state; however, most production of
basic chemicals is concentrated in
the Gulf Coast region, where petro-
leum and natural gas raw materials
are more readily available than in
other parts of the country. In fact,
about 70% of all primary petrochemi-
cals are produced in Texas and Loui-
siana. The business of converting
these basic chemicals into plastics,
synthetic fibers, rubber, and other
chemical products is not as heavily
concentrated on the Gulf Coast and
tends to be more diffused. For exam-
ple, the majority of synthetic fiber

Heather R. Rose-Glowacki,
American Chemistry Council

production occurs in the Southeast,
while production of other chemical
products is more widely dispersed
among the states.

Jobs Generated by the Business
of Chemistry

Although chemical production is
relatively concentrated, geographi-
cally speaking, the industry’s eco-
nomic impact is not just about geog-
raphy. Not only does it support nearly
25% of the US GDP, the chemical in-
dustry directly employs over 800,000
people in roles such as equipment
operators, engineers, sales manag-
ers, scientists, and environmental
protection professionals. An addi-
tional 2.6 million jobs are supported
by the suppliers to the chemical in-
dustry, jobs such as equipment man-
ufacturers, wholesalers, contractors,
construction workers, and transpor-
tation operators. Moreover, another
2.5 million jobs are supported
through the indirect purchases of the
industry’s suppliers and its employ-
ees. For every direct job created by
the chemical industry, more than six
additional jobs are generated else-
where in the economy, totaling nearly
6 million jobs.

© mshch - Fotolia.com

Investments in Plants and Equipment

The chemical industry’s investment
in its employees is significant. The
complex nature of the business of
chemistry often demands highly-
trained, skilled and educated work-
ers, and these workers are well com-
pensated, both in terms of salary and
benefits. In fact, the average annual
pay in the chemical industry is 47%
higher than the average in manufac-
turing industries as a whole.

Chemistry is a capital-intensive in-
dustry and employment is only part of
the investment picture. The business
of chemistry is consistently one of the
largest US private-sector investors in
new plants and equipment (P&E), to
the tune of $33 billion in 2014. A ma-
jority of that investment went toward
major process equipment.

The reasons for investing in P&E
are numerous, and those reasons
shift over time. Data collected by ACC
from its members indicate that major
motivations of capital spending were
replacing worn-out plant and equip-
ment, expanding capacity for existing
products, and projects for improving
efficiencies. In fact, in 2014 compa-
nies reported spending more on ca-
pacity expansions for new and exist-
ing products (as a percent of total

www.chemanager.com



spending) than had ever been re-
ported (since ACC started collecting
data in 1992).

Investments in Research
and Development

Indeed, spending on capacity for new
products has doubled in the past dec-
ade. And these new products, which
are key to the competitiveness and
economic growth of the industry, are
made possible through investments
in research and development (R&D).
The chemical industry is con-
stantly evolving, and it has to. R&D is
a critical component of competitive-
ness; basic and specialty chemical
companies typically allocate 2-3% of
their annual sales toward R&D. In the
pharmaceutical segment, that num-
ber can be as high as 25%. In 2014,
the US chemical industry invested
$59 billion in R&D, leading to im-
proved process technologies, new
chemical compounds and new appli-
cations, all of which are driving forces
of the continued competitiveness of
the US chemical industry, both do-
mestically and internationally.

The chemical industry, like others,
has become increasingly global in na-
ture, particularly in recent history.
World economic growth and the re-
duction of tariffs, as well as advances
in technology, telecommunications
and air transportation, continue to
foster this globalization. During the
past decade, world trade in chemi-
cals, more than a third of which is in-
tra-company in nature, grew faster
than global output.

In the US, the chemical industry is
the largest single exporting sector.
Canada is the largest national market
for US chemical exports, followed by
Mexico; other large markets include
Western Europe, Latin America,
China and Japan. Imports also repre-
sent a significant portion of US chem-
ical trade: more than half of US chem-
ical imports are inputs used for
domestic production. Canada is one
of the largest exporters to the US,
mostly plastic resins and commodity
chemicals. With increasing pharma-
ceuticals trade (48% of chemical im-
ports to the US are pharmaceuticals),
Ireland has also become one of the
largest exporters of chemicals to the
US. On a regional basis, the US im-

Americas -
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ports the largest amount of chemicals
from Western Europe, a significant
portion of which is trade between re-
lated parties.

The US chemical industry is vital
to continued economic expansion, job
creation, and the return of a strong
domestic manufacturing sector and,
right now, the US chemical industry is
poised for growth.

Author

Heather R. Rose-Glowacki,

Director Chemical & Industry Dynamics,

American Chemistry Council, Washington, D.C., USA

Contact
heather_rose@americanchemistry.com
www.americanchemistry.com
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Proméxico to Collaborate with Shell and BP

Earlier this year, ProMéxico, the Mex-
ican government agency that drives
foreign trade by promoting the export
of Mexican products, the internation-
alization of national companies, and
the attraction of foreign investment
to the country, has signed two collab-
oration agreements, one with Royal
Dutch Shell, and the other with Brit-
ish Petroleum (BP).

As part of the Mexico Energy Re-
form Summit, the head of ProMéxico,
Francisco N. Gonzdlez Diaz, signed
the two collaboration agreements un-
der the Transnational Partnership
(ACT) model to develop Mexican oil
and gas supply chains. The main ob-

www.chemanager.com

jective of the agreements is to sup-
port the Mexican government in the
development of the national supply
chain, in order to obtain more com-
petitive inputs that meet the national
content requirements provided for in
the energy reform.

The agreements also seek to iden-
tify opportunities for Mexican compa-
nies to integrate global value chains
in the oil and gas sector; as well as
possible strategic partnerships or in-
vestment options between Mexican
and foreign companies.

www.promexico.gob.mx I

Shy Rebound Expected for Brazil’s

Manufacturing Sector

Brazil’s recession is deepening, ac-
cording to the most recently released
statistics. Output of Brazil’s manufac-
turing industry decreased by 8.4%
year over year between January and
April 2015. The weakness of the au-
tomotive industry continues to nega-
tively affect activity in most interme-
diate industries. Thus, output of
Brazil’s chemical sector will
probably decline by 6.5%
in total this year com-
pared with last year.
Brazil’s poor eco-
nomic perfor-
mance has also
tipped the scale
for the latest man-
ufacturing production index
for Latin America released by the
Manufacturers Alliance for Produc-
tivity and Innovation (MAPI) which is
expected to decline 0.9% in 2015.
MAPI said in July that although the
regional picture masks sizable differ-
ences across countries the poor per-
formance of the regional index is ex-
plained by the deeper than expected
recession in Brazil.

For 2016, the MAPI Foundation’s
forecast for Brazil’'s manufacturing
production shows a shy rebound. The
index is expected to rise 0.7%.

www.mapi.net I
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Overcoming USA Sales Resistance

The European Corporation’s Guide to USA Market Entry

It is estimated that more than 60% of German companies attempting

USA market penetration, subsequently fail and withdraw from the mar-

ket. Europeans often incorrectly attribute this to differences in European

versus American corporate cultures, or alternatively to American chau-

vinism (buy American). Neither of these are the root cause. Thus, Europe-

ans address the wrong potential problems when planning for USA mar-

ket entry.

The cause for USA market resistance
stems from the perceived lack of the
Europeans’ commitment to the USA
market, as viewed, and sometimes
experienced by the Americans. Thus,
the Europeans are asking the Ameri-
cans to take the related risks that
the Europeans will be available long
term to provide for after sales ser-
vice, quick delivery times and avail-
ability of spare parts. Ultimately, if
the European continues to make
losses in his attempt to enter the
USA, the European will indeed with-
draw, thus abandoning the Ameri-
cans. It is important to note that the
decision regarding withdrawal is
made totally by the European manu-

© Minerva Studio - Fotolia.com
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facturer. Thus, he is asking the Amer-
ican to take a risk on the European’s
USA longevity, notwithstanding that
the American has no control over
this decision.

Cultural Similarities and Differences

Admittedly the corporate cultures on
the two sides of the Atlantic are not
identical. However, the similarities
are much greater than the differ-
ences. Both are hierarchical. Also, for
European innovations where there
are no American competitors, the
“buy American” explanation cannot
apply. How then can Europeans over-

!1____5_

Dr Marvin L. Baker,
High Technology Associates

come the market resistance encoun-
tered when entering the USA?

To answer that question, it is first
necessary to compare the demogra-
phies of Europe with that of the USA,

© mshch - Fotolia.com

e.g., the population density of west-
ern Europe is ca. 7-12 times that of
the USA.

Notwithstanding the low popula-
tion density of the USA, American
customers prefer to purchase from
local salesmen and this is impossible
unless the European manufacturer
sets up local offices throughout the
USA. Not only does this require the
huge unacceptable costs of doing so,
but also, there is not enough business
in each sales territory to support an
office.

Sales Representatives

Thus, to be competitive, US manufac-
turers make extensive use of selling
through sales representatives, a
structure which requires delegating
sales responsibility to rep firms which
sell other products as well. The reps
may have 10 or more product lines.
Europeans are uncomfortable with
sharing their salesmen with other
manufacturers, but need to do so in
the USA. Managing sales representa-
tives while sharing them with other
companies may require a skill to be
developed by the Europeans. It is dif-
ficult for European management to
transition from selling directly
through a company staff member to
selling through sales representatives
whose time and attention must be
shared with other manufacturers.
Please note also that strong sales rep-
resentatives are approached ca.
every two months to take on new

www.chemanager.com



product lines, but accept new lines
only about twice per year.

Europeans need to know that
there are two types of sales repre-
sentatives, namely (1) commission
based and (2) buy/resell.

For the commission based, the
representative is assigned an exclu-
sive sales territory, for which he is
solely responsible for all customers
including end users, dealers, OEM
customers, etc. By contract the rep is
allowed only to sell in his territory,
thus avoiding the possibility of two
reps competing with each other. Pric-
ing is set by the European manufac-
ture and credit is extended to final
customer. The rep is paid only when
the European manufacturer is paid.

In the buy/resell case, the Euro-
pean manufacturer sells to the repre-
sentative who then sets the final
price, i.e., the European loses pricing
authority. Also, the creditworthiness
lies with the rep firm which is often
only a 2-4 person operation and does
not have the financial stability of
large end users. In the USA, the com-
mission sales rep is preferred; in Can-
ada the buy/resell structure is used.

Sales Development versus Sales

Sales representatives are paid a sales
commission as a percentage of sales.
However, in the early stages of USA
market entry, the European is asking
the US sales rep to manage the Sales
Development process, strikingly dif-
ferent from that of sales, per se. For
example, sales development involves
displacing an existing competitor and
e.g., includes getting on “Approved

Vendors” lists, or their equivalent.
There is no compensation for sales de-
velopment other than the sales com-
missions occurring when and if sales
eventually take place. The European
must therefore provide extensive sup-
port to the sales rep in the form of
sales leads, e.g., references from par-
ticipation in international trade fairs,
presentation of papers are profes-
sional conferences, references to the
US subsidiaries of the European’s ex-
isting international customers, etc.

Furthermore, the European man-
ufacturer must recognize that the
American sales rep has product
knowledge sufficient only to open the
customers’ doors for European ex-
perts, but that his knowledge is often
insufficient to close sales.

An alternative approach for man-
aging sales development is to pay the
sales representative a monthly re-
tainer for a specified period to open
the market. We recommend against
this.

Thus, the European manufacturer
should be prepared to send a product
expert to the USA to provide product
knowledge support to the American
reps as needed, e.g., 4-8 times per
year. It is even better to post a Euro-
pean product manager to the USA for
one year, if the workload justifies it.
In addition, the Managing Director of
the European company should visit
the USA at least two times per year in
the first few years.

“Fast Buck” Strategy

A strategy sometimes followed by Eu-
ropean manufacturers is to identify

an American manufacturer, which al-

ready has contacts with the Europe-

an’s US target customer base, and
which sells non-competing products.

The European arranges with the US

manufacturer that the American sell

the European’s products through the

American’s existing sales network in

parallel with the American’s prod-

ucts. Thus, the European hopes to
gain immediate access to the entire

USA market. This strategy for the Eu-

ropean is high risk and has a high

failure rate.
There are several reasons for fail-
ure with this approach:

» The American has a substantial
investment in manufacturing his
own products but no investment in
manufacturing the European’s
products. He must give top priority
to selling his own products, and
has limited time for the time con-
suming sales development process
for the European newcomer.

m» The American but not the Euro-
pean has personal relationships
and trust of his customers and may
eventually decide to copy and man-
ufacture the European product.

= In the unlikely event that this
strategy does work well, the Euro-
pean will have to pay double com-
missions in the USA, i.e., to the
American manufacturer and also
to his sales rep network.

Staffing

If the European opts to establish a
one man office in the USA for sales
development reasons, the question
emerges as to whether that individual

Americas -

should be European or American. In-
tuitively, Europeans assume that he
should be American to address so-
called “cultural” differences. This is
also a mistake. Penetrating the USA
market is a challenging task and the
person responsible will experience
much rejection. What is needed is a
person deeply committed and loyal to
his company’s European headquar-
ters. He must also have credibility
there. He may also experience delays
in responses from the European
headquarters, for e.g., quotation in-
quiries, noting that large volume in-
quiries from key European customers
take priority over small inquiries
from potential new US customers.

Summary

To summarize, sales resistance expe-
rienced by Europeans in the USA is
due to a lack of empathy for the
Americans who are per se being
asked to take risks by dealing with
Europeans who may not stay in the
USA if the Europeans make continu-
ing losses. The Americans have no
control over the European’s decision
to stay or withdraw. Close communi-
cation between the European and his
US sales representatives is required.

Author |
Dr. Marvin L. Baker, Founder and Managing Director,

High Technology Associates,

Houston, Texas, USA

Contact
htahouston@sbcglobal.net
www.hta-usa.com

Houston: a Regional Economic Powerhouse

The Houston - Woodlands - Sugar
Land Metropolitan Statistical Area
(MSA), Texas, USA, consists of 9 coun-
ties including Austin, Chambers, Gal-
veston, Liberty, Harris, and Montgom-
ery. From energy to health care,
nanotechnology, aerospace and infor-
mation technology, the region offers a
strong infrastructure to support these
growing industries.

Ranking fifth among US metropoli-
tan statistical areas with a population
of 6.3 million, the Houston region has
a gross domestic product of $449.4
billion, fourth largest in the nation.
Houston has a favorable business cli-
mate. The region benefits from a
skilled workforce, modern infrastruc-
ture and transportation system, and a

www.chemanager.com

pro-business environment that stimu-
lates business growth.

KPMG’s 2014 Guide to Interna-
tional Business Location Costs shows
Houston’s business cost is below the
US average and lower than many ma-
jor global cities.

The Houston MSA is home to more
than 3,700 energy-related establish-
ments and employs 31.6% of the na-
tion’s jobs in oil and gas extraction.
More than one in five jobs created
since 2010 have been in energy.

In life sciences, Houston has more
than 190 pharma, medtech and bio-
tech companies as well as academic
partnerships; 132 cutting edge hospi-
tals and health clinics, and the coun-
try’s top research facilities.

Houston is also a gateway
for trade to Mexico, Canada
and the expand-
ing markets of
Latin America.
The area’s geo-
graphic advantages
and proximity to ma-
jor metropolitan centers
throughout the US Midwest,
and its efficient infrastructure hubs
such as the Houston Airport System
and the Port of Houston makes it an
ideal venue to set up manufacturing
and logistics facilities with fewer sup-
ply chain costs.

www.houston.org

© niroworld - Fotolia.com
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Biohybrid Chemistry Cluster

Ontario’s Sarnia-Lambton Region Develops
from Petchem Pioneer to Biotech Hub

Since the discovery of large oil re-
serves in the late 1850s, Ontario’s
chemical industry has steadily
grown, turning the province into a
global hub for the petrochemical
industry. Today, the region around
Sarnia-Lambton in the south-west
of the province hosts Canada’s
largest chemical and biochemical
manufacturing cluster with exten-
sive talent, experience and supply

chain.

Sarnia-Lambton is home to global
players from the oil, gas and petro-
chemical industry such as Shell, Exx-
onMobil, Lanxess, Nova Chemicals
and CF Industries. The presence of
large companies can provide syner-
gies for newcomers. German spe-
cialty chemicals company Lanxess,
for example, owns and operates the

Bio-Industrial Park Sarnia. The park
provides the ability to co-locate
within an existing plant site and uti-
lize existing infrastructure, including
a world-class industrial wastewater
treatment facility.

Building on this strong foundation,
Ontario’s chemical industry is today
developing new, sustainable produc-
tion solutions. With an increasing em-
phasis on researching and commer-
cializing biotechnology in addition to
its strengths in classic petro-technol-
ogy, Sarnia-Lambton has become a
unique biohybrid chemistry cluster
and is at the center of a burgeoning
industrial biotech sector. Key to this
success are a strong government —
industry collaboration and a nurtur-
ing business environment.

Government and Industry
Collaboration

The Government of Ontario is work-
ing with the industry to create the
right business environment and facil-

Dr Terrie Romano,
Canadian
Consulate

itate investment. Committed to bring-
ing together private and public bod-
ies and helping companies connect
with each other, the Government of
Ontario regularly collaborates with
Sarnia-Lambton’s economic develop-
ment organization, the Sarnia-Lamb-
ton Economic Partnership. Estab-
lished in 1994, the Partnership serves
as a key point of contact for compa-
nies that want to do business in the
region and provides market informa-
tion as well as strategic and adminis-
trative support.

Link between Concept and Commerce

The Western Sarnia-Lambton Re-
search Park offers both multinational

vestment to upgrade the corn-based industrial alcohol production, bringing to $300 million the total investment in the Chatham
plant since it opened in 1998.
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companies and start-ups alike an at-
tractive location for research, devel-
opment and commercialization of in-
novative technologies. Associated with
Western University and Lambton Col-
lege, the Research Park is a key con-
tributor to successful translation of
ideas or discoveries from the lab
bench to the marketplace. The Re-
search Park is home to the Bowman
Centre for Technology Commercializa-
tion, Canada’s largest clean-tech incu-
bator. Western University’s Research
Parks, including its Sarnia-Lambton
Research Park, were ranked among
the global top 25 University Business
Incubators and 7% in North America.

As a government-funded catalyst,
Bioindustrial Innovation Canada
(BIC) helps position the Sarnia-Lamb-
ton region as a world-scale hybrid
chemistry cluster. BIC manages an
investment fund to provide essential
capital to early start-ups that do not
yet qualify for regular venture capi-
tal. Early stage funding is essential
for young firms and enables them to
refine their business models and at-
tract larger-scale follow-up invest-
ments. To date, four Sarnia-Lambton-
based companies that received early
BIC funding have successfully raised
more capital through initial public of-
ferings.

BioAmber - a Success Story

BioAmber, the world’s largest pro-
ducer of succinic acid, is a prominent
example of the innovative biochemi-
cal industry in Ontario. At its new
plant in Sarnia-Lambton, BioAmber
uses cutting-edge biotechnology to
produce succinic acid sustainably
from glucose instead of fossil fuels —
thereby reducing the company’s local
greenhouse emissions by 100% and
bringing down energy costs by 60%.
These savings allow for competitive
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product pricing even in a
low oil price environment.
Major customers of Bio-
Amber include Mitsui,
DuPont, Xuchuan Chemi-
cal, Covestro and Mit-
subishi Chemicals.
Bio Amber’s suc-
cess has led
to expansion
plans: due to

struction of its state-of-the art, $140
million plant include geographic lo-
cation and market access. Sarnia-
Lambton’s access to resources, such
as affordable energy and regional
agricultural produce as raw mate-
rial for its production are also key.
Another main point in favor of On-
tario as a business location are the
low operating costs and potential
government support such as an af-

Americas -

nies easy access to the vast $19 = Resources: Ontario is directly con-
trillion NAFTA market. Thanks to nected to an extensive pipeline sys-
an extensive transportation infra- tem bringing oil and gas from all
structure, a market of 141 million over North America, including the
consumers can be reached within a nearby Marcellus and Utica basins,
single day’s drive. to the province. Moreover, the re-
m Talent: The region offers a highly gion is rich in agricultural and
skilled labor market: 65% of adults wood biomass feedstock, giving re-
have completed post-secondary ed- liable access to raw materials.
ucation, more than in any other = Quality of life: Canada ranks third
OECD country. 27 colleges and uni- in the OECD’s ‘Better Life Index’

fordable loan from the Ontario Min- versities offer a variety of degrees in with Ontario being no exception.

istry of Economic Development, chemical and biochemical related Universal healthcare and a variety
Employment and Infrastructure programs, including Chemical Engi- of renowned universities and col-
(MEDED). neering, Applied Chemistry and leges make the province an at-
Chemical Process and Production. tractive destination for newcom-
= Innovation: Companies in Ontario ers.
Industry Snapshot enjoy generous R&D tax credits.

They offer a 14% cost advantage
over the US and apply to a broader

Author I
Dr Terrie Romano, Consul (Economic Affairs — Ontario)
Ontario International Marketing Centre

Canadian Consulate, Munich, Germany

Ontario is home to Canada’s largest
chemical manufacturing cluster. The range of eligible costs than in the
province’s chemical industry employs US and many other countries.
27.000 people, making it the = Business costs: The combined
fifth-largest in North Amer- manufacturing income tax rate in
ica. The industry’s annual Ontario is 11 percentage points be-
output is $16 billion (2013), low the US average, labor costs are
ranking it ninth in North among the lowest in the G7.
America. Chemical products pro-
duced in Ontario range from indus-
trial chemicals to synthetic resins,
and from fertilizers and formulated
products to petroleum refining.

Contact
terrie.romano@international.gc.ca
www.investinontario.com
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Compelling Business Case
the high demand for their sustaina-
ble chemicals, the company is cur-
rently exploring options for second
and third facilities.

Key factors that influenced Bio-
Amber’s decision to pick Sarnia-
Lambton as the location for the con-

There are various reasons for inves-

tors and site selectors to choose On-

tario.

m Market: Ontario is located in the
middle of North America’s indus-
trial heartland that grants compa-

Louisiana: a Location for Process Industries w E D E I IVE R
Louisiana is a leading supplier of organic
and petrochemicals to the United States
with more than 300 petrochemical manu-
facturers that directly employ 27,000
skilled workers. As a premier location for
process and chemical engineering indus-
tries, Louisiana remains a top destination
for foreign direct investment with more
than $38.5 billion in announced projects
since 2008.

Located in south central Louisiana
along the Mississippi River, Louisiana’s Gulf
Coast Super Region incorporates the metro areas of Baton Rouge, the state
capital; and the City of New Orleans, an international trade center. The region
offers a unique combination of economic development assets that make the
area attractive to international companies. For instance, as the nation’s second
largest producer, Louisiana offers stable, low-cost natural gas with an estab-
lished infrastructure for cost-effective delivery. And the state offers a broad
range of site options from existing assets to certified industries sites, which ex-
pedite site selection and the development process.

www.hafen-straubing.de

www.brac.org I
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Untapped Potential

Market Entry into India Requires a Long-term Strategy

As attractive chemical market India has not yet established itself in the

minds of European entrepreneurs. “Too difficult” some argue. Neverthe-

less, experts know that the work is worthwhile because India has a lot of

untapped potential. The chances thereby offered for European compa-

nies are big, especially now, since the government in Mumbai offers the

needed support and is quite open towards foreign investors.

India counts as one of the most at-
tractive markets worldwide. Although
the growth rate has reduced in the
past few years to 5,5% per year, India
has not lost its attractiveness, insid-
ers know. It is a country of high dy-
namic: with a population of 1,3 billion
people India is after China the most
populated country. The growth can be
seen through the growing middle-
class, which includes 25 million
households. According to McKinsey
the middle-class will grow to 500 mil-
lion people by 2025. Concerning con-
sumption, for example motorcycles,
tractors, trucks and mobile connec-
tions etc. India is part of the top 3 of
these markets worldwide. In contrast
the per-capita consumption of cars,
synthetics and agrochemicals even in
comparison to other developing coun-
tries is low. In these categories India
is still a sleeping giant.

India: on the Fast Lane of Asia
The Government and the business

community have realized the need to
act and are letting experts show them

Dr Joerg Strassburger,
Go East Advisors

important fields of action. At a confer-
ence, organized by the Indian Chemi-
cal Council together with the Depart-
ment of Chemicals and Petrochemicals,
Government of India, in India with the
motto “Mission Make in India” the
consultants of Go East Advisors were
important discussion partners and
speaker. With great interest the par-
ticipants followed the presentation,
which puts salt in the wound of the In-
dian economy. Politicians and busi-
ness representatives agree: there is
work to be done, and it will be worth

Consumption Growth of Indian Chemical Products between FY 2006/07 and 2013/14
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cus on the eco- \
nomical growth in India is
already monitored interna-
tionally with high interest.
IMF and Worldbank are pre-
dicting for the coming years a
rising economical growth of up
to 7%. Already in 2016, according
to prediction, the Indian growth
will have surpassed China. The posi-
tive development will have an impact
on the private consumption. The de-
mand for cars, refrigerators, but also
consumption goods of the daily need
will rise. Experts think, it is not too
optimistic to think about a two-digit
growth rate — in many sectors.
What’s missing is a solid raw- and
intermediate product base for these
products. And that is exactly where
the chances for the chemical market
lie, which will have to play a bigger
role in India. The time of investors
has come. This development, which is
reinforced through the focus of the
government, has been visible for
some time. In these past few years
the imports- not only in the chemical
sectors- have noticeably grown, more
than national production. Today one
knows, that national production will
not only have to replace imports; it is
desperately needed, to keep the
growth motor going. European com-
panies can be a part of this develop-
ment. The earlier they will start with
their onsite activities, the larger the
chances are of gaining an incredible
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position not
only in India,

but additionally in
the Middle East and
in Africa. India can
become the key to
these markets; if one
acts now.

Chances to a Strong Market
Presence

India’s chemical industry is defined
through few large and many small
companies. It is missing a large mid-
dle-class with business size of over
50 million Euros. While large Indian
concerns focus on the mass chemi-
cals and the petro chemistry, the fo-
cus of the smaller and medium large
companies lies with the special chem-
istry and agro chemical and pharma-
ceutical semi-finished and finished
goods.

Not only in India it is known: After
purely importing, the investment in
the own production is the only logical
consequent step in order to gain a
stronger and consequently growing
market presence. Whereas in other
more protectionist oriented coun-
tries, foreign companies in India may
invest independently without an In-

Development of Local Production vs. Imports between FY 2006/07 and 2013/14
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dian partner in the
chemical industry.
That SMEs can have
J success has been dem-
onstrated by German and
European companies.
With all the prospects of
success there are many as-
pects to be considered. Who, for
example, expects a high efficiency
in the administration, will be proven
wrong. Furthermore for some regis-
tration processes there aren’t many
defined procedures (there isn’t e.g. a
Biocide guideline). Not everything
can be improvised and some things
may be hindered by corruption. If one
is prepared for that, it will be easier.

Own Company or Partnership?

For some investors a partnership
with an in India established company
or even an acquisition is more rea-
sonable than setting up an own local
company. The market offers great
possibilities, as long as the European
investors are well prepared. Before
anything else, they should be asking
themselves these questions:
m Why am I looking for a partner,
instead of investing by myself?
= Does the acquired partner provide
the wanted competence and/or the
financial support?
= Should I look at and evaluate
further possible partners?
= Do the partners have the same
ideals and agendas about how the
joint venture should the managed?
Furthermore there are many more
topics to be questioned, starting with
the amount of shares of each partner,
the legal form, the management as
well as the rights and responsibilities
of the partners. Experience shows,
that it is important, that the Top Man-
agement from both partners is striv-
ing for the Joint Ventures success and
will engage itself fully in the process.
When only partners from one side
are pushing, the project is most likely
to fail.

Whichever strategy is chosen, one
should be aware of the fact that India
is a developing market. The processes
and procedures especially with the
public authorities and administration
differ massively from those of a ma-
ture market in Europe or North
America. As investor one will always
end up in a situation, where one will
wonder if the decision to invest in In-
dia was the right one. Nevertheless
set-backs should not be a discourage-
ment. Especially in India achieve-
ments will set in long-term. Who
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gives up too easily, will miss to see the
success of his investment.

Conclusion
As European chemical company it is

not an option nowadays, to ignore the
chances of the Indian market. For a

middle and long-term success a clear
and long-term strategy is needed,
which allows for set-backs or delays.
A team of experienced India experts
helps to avoid risks and ensures a
long-term success.

I

Author
Dr Joerg Strasshurger, CEQ, Go East Advisors GmbH,
Gau-Algesheim, Germany

Contact
joerg.strassburger@go-east-advisors.com
Www.go-east-advisors.com
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SERVING YOUR MARKET

Intelligent logistic solutions for the
pharmaceutical and biotechnology industries

No matter where your customers are, they expect their sensitive products to

be delivered reliably in top quality. Pharmaserv Logistics makes sure of this by
offering international contract logistics and pre-wholesale solutions. Our central
warehouse concepts enables you to reach your European customers quickly and
efficiently at all times.

Pharmaserv Logistics
Emil-von-Behring-StraBBe 76
D-35041 Marburg (Germany)
Phone: +49 (0)6421 39-2800

www.pharmaserv-logistics.com

logistics

WAREHOUSE
DISTRIBUTION
AIRFREIGHT
SEAFREIGHT
CUSTOMS
PACKAGING
SOURCING
MANUFACTURING

SUPPLY CHAIN
VISIBILITY
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The Heat Is On

Europe’s Chemical Industry Pushes for ETS
Improvements While Investment Suffers

The European chemical industry has warned that doubts about proposed
changes to the European Union’s carbon emissions trading system (ETS) could

hold back investment in petrochemicals and bulk polymer plants as well as

other energy intensive installations into the next decade.

The warning comes after down-
stream polymer users have fiercely
protested about raw material short-
ages as a result of a high number of
force majeure declarations triggered
by abrupt shut-downs mainly of age-
ing bulk polymer plants in need of
upgrading.

The European Plastic Converters
Association (EuPC) announced this
summer the creation of an Alliance
for Polymers for Europe to assist
downstream companies hit by poly-
mer shortages and to press for the
easing of duties on polymer imports.

“Uncertainties about the way the
ETS will operate beyond 2020 will
impact investment decisions,” said
Jean-Pierre Clamadieu, president of
the European Chemical Industry
Council (CEFIC) at a press conference
at the association’s general assembly
in Brussels in early October.

“Any investment decision has to
take into account the payback period
which will extend into the 2020s,” he
explained. “Proposed changes to the
ETS have created a situation in which
companies are less inclined to make
investments. Lack of clarity in the
proposals has become an obstacle to
the making of investment decisions.”

In the European chemical industry
as a whole total investment had re-
mained static or even declined in real
terms in recent years. In 2013 it
amounted to $19 billion against $18
billion in 2003, according to Clama-
dieu, who is also Solvay’s chief execu-
tive.

By contrast investment in chemi-
cals in China had soared from $7 bil-
lion in 2003 to $67 billion in 2013
while chemicals investment in the US
had gone up from $6 billion to $24
billion in the same period, he said.

The squeeze on investment in pet-
rochemicals and bulk polymers as
well as energy intensive sectors like
chlor-alkali has stemmed from high
energy costs in Europe and climate
change measures by both national
governments and the EU.
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Combating Global Warming

The ETS, which was introduced in
2005 and comprises the pricing and
trading of emission allowances for
each tonne of CO,, is one of the EU’s
main legal instruments for combating
global warming.

In the current phase 3 of the sys-
tem in 2013-2020, over 40% of emis-
sion allowances are distributed for
free to industrial installations, includ-
ing chemical plants. The primary
aims of the free allocations is to pre-
serve the international competive-
ness of European energy intensive in-
dustries like petrochemicals and to
prevent ‘carbon leakage’ — the relo-
cation of carbon-based production to
areas outside Europe with fewer re-
strictions on carbon emissions.

Under the current allocation of al-
lowances, a benchmark of relatively
low carbon intensity is used to deter-
mine how many free allowances are
allocated. In petrochemicals and bulk
polymers the benchmark covers
around 5-10% of plants.

The European Commission’s pro-
posals, published in the summer, will
apply to phase 4 of the ETS from
2020-2030 and will help the EU meet
its target of a 40% reduction in green-
house gas emissions by the end of the
next decade. Among the sectors cov-
ered by the ETS there will have to be
a cut of 43% by 2030 compared with
emission levels in 2005.

The Commission wants the availa-
bility of free allowances to be de-
creased by tightening the benchmark
values by 1% a year. Allocations will
also be reset in 2025 to reflect
changes in output levels of individual
plants.

The share of allowances which
will be auctioned will remain at 57%
during phase 4, according to the
Commission. But the proportion will
be lower among Eastern European
member states.

A block of unallocated allowances,
expected by analysts to number

around 550-700 million, will remain
in a Market Stability Reserve (MSR) to
balance supply and demand in the
trading of allowances.

An excess of allowances due to the
post-2008 recession and slow growth
in Europe drove the ETS price to as
low as €3 per tonne in 2013. It has
since been rising slowly so that in
July it exceeded €8 per tonne. But
with the manipulation of the MSR its
price could be raised to much higher
levels.

Investing In Carbon Efficiency

Money from the auctioning of allow-
ances will be channeled into a mod-
ernization fund to help lower-income
member states to invest in plant im-
provements to reduce greenhouse
gas emissions. Cash from auctions
will also be put into an innovation
fund to support development
throughout Europe of new low-car-
bon technologies, such as renewables
and carbon capture and storage.
CEFIC supports the purpose be-
hind the Commission’s proposals — to
meet the EU’s target for carbon emis-
sions reduction cost-effectively by en-
couraging investment in carbon effi-
ciency and to keep carbon-efficient
production and jobs in Europe.
However it points out that some of
the key proposals are inconsistent
with principles laid down last year by
the European Council, representing
EU member states. These included an
undertaking that the best performers
or those operating at the benchmark
level should not be subject to addi-
tional carbon costs, particularly the
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need to purchase allowances in order
to expand output.

In addition the Commission has
contradicted its own objective of hav-
ing benchmarks which “reflect tech-
nological progress” and having allow-
ances allocations which are in
“alignment with production data”, ac-
cording to CEFIC. Instead CEFIC ac-
cuses the Commission of putting for-
ward arbitrary thresholds and
incompatible means of implementing
them.

“First it has introduced the arbi-
trary figure of a 1% annual decrease
in benchmark levels which will be ap-
plied automatically without any links
to technological progress or best
available technologies (BAT),” ex-
plained Chris Scott-Wilson, CEFIC’s
director of advocacy and public pol-
icy, in an interview at the general as-
sembly.

“This lack of a relationship be-
tween benchmark levels and what is
technologically achievable is asking
companies to do the impossible,” he
added.

Furthermore the gradual shrink-
age in the numbers of free allow-
ances will compel the best perform-
ing producers to purchase emission
allowances in order to increase their
output. On the other hand producers
wanting to cut output will be able to
offset lower revenue by selling their
excess allowances.

“The system being proposed by the
Commission is fundamentally flawed,”
said Scott-Wilson. “Reductions in pro-
duction would be subsidized through
the ETS while increases in output
would be discouraged by the need to
buy allowances.”
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As an alternative to the Commis-
sion’s plan CEFIC is backing a system,
called ‘dynamic allocation’ which has
been put forward by the Dutch gov-
ernment. It would ensure that allow-
ances are allocated fairly on the basis
of actual output.

Under the Commission’s reforms
the amount of allocated allowances
would be recalibrated after five years
to match output, as long as it had
grown or decreased above a thresh-
old of 50%.

“With a system of dynamic alloca-
tion carbon-efficient growth in pro-
duction would be entitled to a com-
mensurate increase in free allocations
while reduced output would mean a
reduced allocation of allowances,”
said Scott-Wilson. “The adjustment in
allowances would be made a year af-
ter the increase or decrease in output
and would not be limited to a 50%
threshold.”

The implementation of dynamic
allocation requires the creation of an
additional reserve of allowances. This
will provide free allowances to those
best performers increasing produc-
tion while it would take back allow-
ances from producers which have
been cutting output.

CEFIC also wants benchmarks to
be reviewed and updated by refer-
ence to proven technological ad-
vances so that producers are encour-
aged to reduce emissions by using
innovations to upgrade their plants.

Establishing a Low-carbon Economy

The long-term vision behind the EU’s
initiatives is that innovations will ulti-
mately make possible the transition
to a low-carbon economy sometime
beyond 2030.

“As a result of the level of the car-
bon prices fossil-derived electricity
will be the most expensive source of
energy,” explained Scott-Wilson. “The
key to the future will be greater re-
source efficiency which will be
achieved through initiatives like the
circular economy. But the only way
we can get where we want to be is
through innovation.”

The Commission’s proposals for
phase 4 of ETS will have to be ap-
proved — and inevitably modified —
by the European Parliament and the
European Council. This process could
take at least 1-2 years before the Par-
liament and Council can agree on
what will become an EU directive on
cost-effective emission reductions
and low-carbon investments.

Even after the approval of the di-
rective there will still be uncertain-
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ties, including the likelihood of a hefty
rise in the ETS carbon price. “In
2020-2025 the Commission seems to
be envisaging a fairly rapid increase
in the price,” said Scott-Wilson. “Com-
panies are asking themselves how
they can decide on investments with-
out knowing what the carbon price
will be.”

Plastic converters and other down-
stream customers of energy-intensive
chemical businesses can be hardly
optimistic about a wave of investment
in bulk chemical facilities much be-
fore 2025.

Instead they are likely to be seek-
ing security of raw materials through
imports. Some of these will probably

T

be coming from areas there are few
or no restrictions on carbon emis-
sions. This is equivalent to carbon
leakage which, ironically, is exactly
what the ETS is trying to avoid.

Author I
Sean Milmo, freelance science and business journalist,
Essex, United Kingdom

Pharmaserv GmbH & Co. KG
Emil-von-Behring-StraBe 76
D-35041 Marburg (Germany)
Phone: +49 (0)6421 39-14
www.pharmaserv.de

www.behringwerke.com

Space for your ideas

STANDORT

BEHRINGWERKE
MARBURG

The Behringwerke
iIndustrial park
In Marburg

Good for research and progress.
Good for pharmaceuticals and biotechnology.
Good for the region.

A location with many benefits

The focus is clear: everything at the Behringwerke industrial park revolves
around pharmaceuticals and biotechnology. It has become home to nhumerous
companies with a total of approximately 5,300 employees. The location is
attractive for start-ups and established companies alike. Pharmaserv uses
professional site management to operate the Behringwerke industrial park
and ensures that it has an excellent infrastructure. The bundled expertise and
service-oriented environment create synergy effects — and a location with a
promising future.

pharmasery @

tandortmanagement und services
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Quality and Reliability

Switzerland Remains an Attractive Location for Chemical and Pharmaceutical Companies

The Swiss chemical industry has been dominated by worry and uncertainty in 2015.
In 2011, the industry was severely affected by the downturn in the global economy and
the revaluation of the Swiss franc. At the beginning of 2015 there was a further major
revaluation, whose effects are still unforeseeable. This may cause imports to suffer as
Swiss chemical and pharmaceutical companies import almost all of their raw materi-

als. In 2014, about 25% of all Swiss imports were industry products from Germany.

In the opinion of the bank Credit Sui-
sse, the Swiss pharmaceutical and
chemical industries are highly com-
petitive and many companies in the
sector are world market leaders. Due
to its high productivity, leading global
position in research, geographically
diversified exports and demographic
development, the sector has excellent
potential for growth in Switzerland.

Market Development

The medium-term outlook is very
good. However, because the sector is
heavily dependent on exports, the
state of the international economy
and resultant export prospects are of
primary importance for short-term
market development.

During the past four years, the
sector has been greatly influenced by
the interventions around the value of
the Swiss franc (CHF). Above all in
2011, nominal production and ex-
ports were considerably reduced. The
floating of the exchange rate in 2015
again presented the sector with ma-
jor challenges. At mid-2015, it is not
yet clear how the de facto devalua-
tion of the Euro by 15 to 20% will af-
fect turnover and foreign trade.

Industry Structure

The latest surveys by the Federal Sta-

tistics Office in 2012 show that in

Switzerland, there are:

m 14 petrochemical companies with
944 employees,

m 710 chemical companies with
31,900 employees,

m 247 pharmaceutical companies
with 40,000 employees, and
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m 787 companies with 23,000 em-
ployees that produce rubber and
plastic products.

One of the fastest-growing areas of

Swiss industry is the chemical and

pharmaceutical sector, where the

share of the pharmaceutical industry
has increased over the past few years.

In the period from 1995 to 2011, pro-

duction in the chemical industry

showed an average annual growth of

12.4%, whereas industry as a whole

grew by only 2.8% per year. Accord-

ing to Credit Suisse, in 2013 the gross
domestic added value of the chemi-
cals segment was €5.3 billion

($5.8 billion). The pharmaceutical

sector accounted for €19.4 billion

($21.3 billion) and the plastics indus-

try for €2.3 billion ($2.5 billion).

The Swiss chemical industry is
strongly oriented toward foreign
trade and its leading companies are
among the largest global players. In
2014, the segment was responsible
for more than 40% of the total Swiss
income from exports. However, nearly
all raw materials have to be im-
ported, and more than 80% of these
materials come from the EU. Domes-
tic companies concentrate on the pro-
duction of life-science products.
These include pharmaceuticals, vita-
mins, agrochemicals and diagnostic
products.

Foreign Trade

Imports of chemical products have
increased considerably in recent
years, and in 2014 - calculated in € —
these imports grew strongly (+3.9%)
in comparison with 2013. Especially
strong growth was noted for inor-
ganic chemicals (+9%) as well as
medical and pharmaceutical prod-
ucts (almost +6%). With a share of ap-

prox. 52%, the latter was once again
by far the most important import cat-
egory.

Almost of a quarter of Swiss chem-
ical imports originated from Germany
in 2014. As in previous years, Ger-
many occupied first place among the
most important supplier countries,
ahead of Ireland, Italy and the USA.
The German share was especially
high in the “Plastics in forms other
than primary forms” (SITC 58; 54%)
and in “Dyes, tannins and paints”
(SITC 53; 48%) segments. However, as
has been the tradition, the majority of
German goods supplied were phar-
maceutical products.

Swiss chemical exports greatly ex-
ceed the imports by the sector. Over
2014 as a whole, exports amounted to
€70 Dbillion ($77 billion). Nominally
and in Euro, this was 7% more than
in 2013. Medical and pharmaceutical
products accounted for more than
70% of exports.

Pharmaceutical Sector

One of the most important drivers of
growth and the largest market seg-
ment of the Swiss chemical sector is
the pharmaceutical industry. Health
services have a stabilizing role in
Switzerland, particularly in times of
crisis, as is shown by developments

over recent years. In 2013, total

costs amounted to €60 billion
($66 billion). According to calcula-
tions by the economic research
center KOF, health expenditures in-
creased by 2.1% in 2014. For 2015
the institute estimates growth of
2.8% and expects further growth of
3.7% for 2016.

Accordingly, the sale of medicines
will probably increase, at least in
terms of quantity. Demand is being
driven by the continued aging of the
population and increasing life expec-
tancy. In contrast, prices are under
great pressure, as many previously
patented preparations are now com-
ing onto the market as cheaper ge-
nerics.

Nominal medicine sales at manu-
facturers’ selling prices rose by only
0.1% to €4.1 billion ($4.5 billion) in
2013; the growth in quantity was
1.0% (to 210 million packages). For
2014 and 2015 the trade association
Interpharma expects a stagnating
market as a result of price reduc-
tions, in spite of the introduction of a
large number of new medicines.

Two segments show a positive de-
velopment: In 2013 the market for
prescription-free medications (OTC/
over the counter) accounted for ap-
proximately €610 million ($671 mil-
lion) or 14.8% of total medicine sales
in Switzerland. In comparison with
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the previous year, sales

of OTC preparations in-
creased by 3.6%. In 2013 the quantity
of prescription-free medicines in-
creased by 3.4% to 87.5 million pack-
ages.

Generics covered by health insur-
ance achieved a volume of €475 mil-
lion ($523 million) in 2013. There-
fore, in comparison with the previous
year, the increase in sales amounted
to 6.7%. In terms of quantity, generics
increased by 8.1%. Since 2003, the
value of this segment has more than
quadrupled.

Cleaning Agents and Toiletries
Segment

According to estimates by consumer
goods consultants Nielsen, toiletries
and cosmetics with a value of approx.
€1.8 bhillion ($2 billion) were sold in
Switzerland in 2014 (nominal change
in comparison with the previous year:
-1.1%). The slight reduction in de-
mand has now continued for four
years in succession. According to the
Swiss Cosmetics and Detergents As-
sociation (SKW), the only segments
which showed slight growth were
oral hygiene and baby-care products.

Natural cosmetics and cosmetics
oriented to target groups continue to
be a trend. Specially tailored prod-

www.chemanager.com

ucts are booming. Overall, goods with
natural ingredients are in demand.
Nutriceuticals (functional foods en-
riched with supplements) are popular
in Switzerland.

In 2014, the Swiss market for
soaps, detergents and cleaning agents
was similarly tight. Only liquid deter-
gents showed increasing sales fig-
ures, as one of six market segments.

Overall, turnover fell by about 1% to
approx. €627 million ($690 million).
According to the SKW, environmental
properties are becoming increasingly
important for cleaning agents. Or-
ganic, biodegradable products and
detergents that clean efficiently at
lower temperatures are becoming in-
creasingly popular.

Zofingen —

Your Futufé® __
Location

I

Author
Axel Simer, Germany Trade & Invest, Bonn, Germany

Contact

axel.simer@gtai.com
www.gtai.com

One of the world’s most significant life-science clusters is located in North-
western Switzerland. Make Siegfried Pharmapark in Zofingen your future site for
the development and production of APIs and finished dosage forms. Siegfried
Pharmapark provides a comprehensive range of services and the necessary space
for your activities. Zofingen disposes of sufficient land reserves, is centrally
located and well connected to national and international transportation infra-

structure.

You benefit from

— Siegfried’s cGMP laboratories and a well-proven cGMP
compliance system approved by the authorities in the
United States, Europe and Switzerland

— IT and HR services tailored to your needs

— Siegfried as your outsourcing partner for the development

and production of active pharmaceutical ingredients and
finished dosage forms

— Proven pharmaceutical service providers such as Bilfinger

Industrial Services for maintenance and SHE requirements,

and EBM AG for supply of Pharmapark tenants

— Business-friendly Swiss legislation, liberal labor market,
modest tax burden and excellent infrastructure

— International business environment

— Northwestern Switzerland provides skilled labor that is
professionally qualified for the life science industry

For further information
please contact:

Brigitte Albisser

Head City Marketing
Kirchplatz 26

4800 Zofingen, Switzerland
T+4162 7457178
F+4162 74571 74
brigitte.albisser@zofingen.ch

Peter Gehler

Head of Pharmapark Siegfried Zofingen
Chief Communications Officer
Siegfried AG

Untere Brihlstr.4

4800 Zofingen, Switzerland

T+41 62746 11 44

F+4162 746 11 03
peter.gehler@siegfried.ch

www.siegfried.ch
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Life Science Valley in the Heart of Europe

The Swiss Canton

Located
just south
of the Swiss

Alps, Ticino is the Ital-
ian-speaking region of
Switzerland. The canton’s
strategic geographic position
represents a bridge between
northern and southern Europe
and between two of the strongest
and most dynamic economic ar-
eas in Europe: Lombardy in Italy —
with Milan at its heart — and the

Basle-Zurich area in Switzerland.
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Ticino is an Ideal Platform for International Business

Ticino is one of the fur-
thermost touristic loca-
tions in Switzerland, but at
the same time it showcases
a wide array of business ac-
tivities. The local economy ide-
ally balances the industrial and
the service sectors. Alongside
a leading tertiary sector
there is a solid industrial
sector with internationally
competitive and highly inno-

vative companies. The back-
bone of the industrial sector, com-
posed by a number of SMEs in the
fields of life sciences, mechanics and
electronics, has recently been com-
plemented by rising new sectors like
renewable energies and advanced lo-
gistics.

The Life Sciences Sector

Ticino’s industry sector, especially in
the electrical engineering and chemi-
cal-pharmaceutical areas, is heavily
export-oriented. In the life sciences
field the pharma industry plays an
important role, and top-quality niche
producers located in Ticino cover the
entire pharma supply chain.

The Farma Industria Ticino (FIT)
association of chemical and pharma-
ceutical industries, founded in 1980,
is a private organization that cur-
rently counts 27 member companies,
with a combined workforce of 2,500
employees and a total annual turno-
ver of approximately 2.3 billion Swiss
Francs (ca. €2.1 billion and $2.4 bil-
lion), more than 80% of which being
derived from export.

Quality, technology, innovation and
sustainable growth represent the
core assets of the pharma industry.
Several FIT member companies have
been certified, in addition to Swiss-
medic, by many foreign authorities
such as US-FDA, and participate in
programs such as OSHA, ISO, respon-
sible care and certified sustainability.

Investments in R&D and industrial
assets accounted on average for CHF
190 million per year in the last 10

years. Activities of the associates
range from preclinical and clinical
drug development to chemical and
formulation process development to
industrial manufacturing of different
classes of APIs and of a great variety
of drug products forms. The vast ma-
jority of FIT companies also offer ser-
vices such as contract research and
manufacturing.

Representing the vast majority of
the companies active in this Italian-
speaking part of Switzerland, FIT has
a great network of know-how and ac-
cess to skilled and qualified, multilin-
gual human resources. In Ticino, the
presence of world-class high schools
and research institutes integrated
into the enterprise system and the
proximity to the Swiss and Northern
Italy universities and pharmaceutical
expertise provide a significant techni-
cal, scientific, logistic and cultural as-
set.

A main area of focus to which
Farma Industria Ticino contributes
with its own expertise is vocational
training. A commitment also based on
the constant need to discover and
train future co-workers. The Associa-
tion’s activity in this specific area
hinges on the promotion of all train-
ing opportunities which are tied to
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careers in the sector, and
targeted at new genera-
tions of technicians, or-
ganizing introductory
courses aimed at young
people who are serving
apprenticeships in the
professions of chemical
laboratory technician, bi-
ology laboratory techni-
cian and manufacturing
operators. For the middle
management teams,
mini-MBA training
courses in pharmaceuti-
cal management are or-
ganized in collaboration
with a local university
school (SUPSI).

Business Advice
and Support

The success of the local
industrial companies is

based, on one hand, on the advan-
tages offered by the “Swiss system” in
terms of political and institutional
stability, a flexible labor market, and
a mild taxation. On the other hand,
the availability of highly skilled labor
force with exceptional multilingual
skills and the opportunity for compa-
nies to collaborate with top-notch re-
search institutes stimulates the local
enterprises to constantly invest in in-
novation and remain competitive.

The local authorities are equipped
to advise and support business ven-
tures at their various stages. Particu-
lar attention is paid to the general
framework conditions, in order to
provide a business-friendly and un-
bureaucratic environment.

With the marketing initiative
called Copernico, the local business
development agency informs foreign
companies about the business oppor-
tunities in our region and simplifies
their settlement by providing practi-
cal and direct support.

@

Start-up companies and innova-
tive entrepreneurial projects are sup-
ported by the AGIRE Foundation
through coaching, technology advi-
sory, networking and financial sup-
port. The foundation promotes and
fosters the transfer of technology be-
tween companies and the academic
or research centers. AGIRE also man-
ages the network of technology parks
(Tecnopolo Ticino) which offer office
spaces and support to innovative
companies targeting international
markets from Ticino. The main hub
located in the proximity of Lugano
consists of 2700 m? of offices and con-
ference rooms, and, so far, 16 compa-
nies have settled there. Additional lo-
cations, dedicated to specific business
sectors, including biotech and med-
tech, are in preparation.

Existing companies and newly set-
tled enterprises active in manufactur-
ing and innovative fields are also of-
fered various direct incentives and

support mainly aimed at fostering
R&D, innovation and export.

High Competitiveness

Ticino‘s socio-economic elements of-
fer an attractive and highly competi-
tive environment. Attention to quality
of life is of paramount importance in
Ticino and is reflected in the personal
security provided to citizens, the
quality of the health system, the effi-
ciency of public transport and of fi-
nancial services. These distinguishing
social factors, together with a mild
Mediterranean climate and a spec-
tacular natural landscape, represent
great assets for investors and entre-
preneurs in the heart of Europe.

Contact

Farma Industria Ticino, Lugano, Switzerland
www.farmaindustriaticino.ch
info@farmaindustriaticino.ch

T"’"\

Farma Industria Ticino

Ticino: the life science valley in the heart of Europe

Companies present at PIAZZATICINO at CPHI 2015 in Madrid
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Other member companies are:

APR SA ¢ Bracco Suisse SA « Chemo AG ¢ Developharma SA ¢ Fordras SA « Gnosis Bioresearch SA ¢ IBSA Institut Biochimique SA « KerrHawe SA
Micro-Sphere SA « Osmopharm SA ¢ Pharmanalytica SA « Pharmaton SA « Pharmaintraco Sagl ¢ Polichem SA ¢ Unipharma SA ¢« Zambon Svizzera SA

Comein Ticino and Join us:
27 member companies
combined workforce of 2,500 employees
total annual turnover of ~2.4 billion USD of which >80% derived from export

Tel:+41919118486
Fax:+4191923 46 36

info@farmaindustriaticino.ch
www.farmaindustriaticino.ch

Corso Elvezia 16
Casella postale 5130
CH-6901 Lugano

Association of chemical

and pharmaceutical industries
in the Swiss canton of Ticino
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Kalle-Albert Industrial Park has its origins in the chemistry sector, but it also provides an ideal environment for companies in other
sectors.

In The Right Place

Hesse’s Industrial Parks Focus on Competitive Position

The chemical and pharmaceuticals industry of the state of Hesse in Ger-

many has been true to its traditions. The locations that witnessed the de-

velopment of this sector have evolved today into industrial parks for en-

terprises active in a diversity of fields.

The chemical and pharmaceuticals
industry has long been a presence in
Hesse. Now industrial parks have
sprung up on the sites of globally
prominent firms like the former Hoe-
chst in Frankfurt or Behringwerke in
Marburg. These industrial parks pro-
vide the companies that settle within
them with state-of-the-art infrastruc-
ture and services geared to each
firm’s particular needs. They free the
firms to focus on securing their com-
petitive position in an era of globali-
zation.

The industrial parks in the Hanau-
Wiesbaden-Marburg triangle sur-
rounding Frankfurt profit from the
natural benefits of this particular lo-
cation.
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“This central location within Ger-
many and Europe, with Frankfurt
Airport as the international hub, ar-
gues conclusively for Hessen as an
economically pivotal location,” said
Dr. Rainer Waldschmidt, CEO of Hes-
sen Trade & Invest, the economic de-
velopment organization of the state of
Hesse.

Optimal access to all of Hesse’s in-
dustrial parks, most of which have
their own ports and rail connections,
facilitates international cooperation
and ensures maximum efficiency of
the worldwide transport of goods.

“Hesse’s industrial parks maintain
their competitive position through
clear profiles and a variety of special-
izations,” Waldschmidt said. “The

parks supply research and manufac-
turing companies — small operations
and global players alike — a compre-
hensive service package that never-
theless meets each firm’s individual
requirements.”

Non-stop Growth: Hochst Industrial
Park in Frankfurt

Hochst Industrial Park is one of the
largest chemical and pharmaceutical
sites in Europe. It occupies 460 hec-
tares and is home to 90 individual
companies with 22,000 employees.
Its roots are in the parent plant, the
former Hoechst; Infraserv Hochst has
operated the park since 1998.

Despite its considerable size — its
road network alone runs more than
70 kilometers — Hochst Industrial
Park continues to grow. Since 2000 its
resident firms have invested more
than €6.3 billion in production and
research centers on the site.

One example is Bayer CropSci-
ence, which in July laid the corner-
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stone of a new manufacturing facility
for the plant protection product
Basta. In December 2013, the Swiss
company Clariant consolidated its
worldwide research efforts in Frank-
furt with the opening of the €100 mil-
lion Clariant Innovation Center. Sa-
nofi, the largest company on the site,
recently expanded its cell culture fa-
cility to include the production of an-
tibodies, thus spotlighting the impor-
tance of Hochst Industrial Park as a
prime location for biotechnology.
Hochst Industrial Park can draw
on excellent technical infrastructure,
including an ultra-modern facility for
the treatment and disposal of wastes.
The park enjoys an extremely con-
venient location only 6 kilometers
from Frankfurt Airport. It has its own
trimodal port facility on the Main
River, which flows right through the
park. Even university-level studies
are offered on-site. Provadis, the larg-
est provider of education and training
in Hessen, offers dual courses of
study for 1,000 students at the Hochst
branch of its polytechnic. One indica-
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tion of the park’s national signifi-
cance is that Deutsche Post has
granted it its own postal code: 65926.

An Ideal Address: Griesheim Industrial
Park in Frankfurt

In terms of transport access,
Griesheim Industrial Park is hard to
beat. It has its own port right on the
Main River, a rail link only one stop
from Frankfurt’s main station, and is
five minutes by car from Frankfurt
Airport. The 30 companies in this
park, which lies in the immediate vi-
cinity of downtown Frankfurt, employ
750 people. Among the largest firms
are WeylChem Griesheim, Allessa-
Produktion, SGL Carbon and In-
fraserv Logistics. The chemical and
related manufacturing operations are
to be found at the core of the 60-hec-
tare park, surrounded by an open
area for office and storage buildings
to the west and another open com-
mercial area to the east. Parking —
with shuttle service to the airport —
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Hochst Industrial Park, with 460 hectares, is the largest industrial park in Hessen.

is to the north; to the south flows the
Main River.

Infrasite Griesheim, a daughter
company of Infraserv Hochst Group,
has been in charge of the site since
2009. Infrasite takes care of all ser-
vices to do with chemical and other
industrial processes as well as seeing
to the provision of electricity, water,
compressed air and gases, the site’s
fire department, and information and
network technology. Through In-
fraserv Hochst, operator of the
nearby Hochst Industrial Park, Infra-
site Griesheim can draw on the ex-
pertise of specialists in authorization
management, work safety and medi-
cal care, logistics, and training and
upgrading programs. This puts
Griesheim in a position to offer a va-
riety of quality services.

In 2014 alone, €10 million was in-
vested in Griesheim Industrial Park.
Newcomer companies are currently
building, among other projects, a
chemical-physical waste treatment
plant and a reusable materials sort-
ing facility. A back-up power station
independent of the public power grid
is in the planning.

A Fresh Breeze: Cassella Industrial Park
in Frankfurt

Cassella Industrial Park in the Fech-
enheim section of Frankfurt is only a

stone’s throw from the brand new
European Central Bank. With 42 hec-
tares, 12 companies, and around 650
employees, it is comparatively small,
but it still competes on eye level with
the larger parks. It meets all corpo-
rate needs. Its infrastructure covers
everything from media links to biody-
namic waste treatment, its own fire
department, rail connections and a
port on the Main River. Its small size
constitutes a perfect environment for
small and medium-sized enterprises.

The chemical company Allessa,
the largest firm on the site, manages
Cassella Industrial Park. “Cassella”
recalls the aniline factory of the
wholesale paints company Leopold
Cassella & Co., which was founded in
1870 and grew to be the world’s larg-
est azo dyes and pigments factory be-
fore merging with Hoechst. In Fech-
enheim, Allessa still produces dyes
and pigments today, in addition to
pharmaceuticals and other fine
chemicals. Since 2013, when Allessa
was taken over by the International
Chemical Investors Group (ICIG), the
winds of change have been felt in
Fechenheim. Other corporate mem-
bers of the ICIG, such as Corden
Pharma, have been quick to follow Al-
lessa’s example and settle on the Cas-
sella site.

Thanks as well to its situation in
Frankfurt’s booming east end, Cas-
sella Industrial Park specifically ap-

peals to innovative companies. One
example is the biotech firm Bio-
Spring, which produces gene frag-
ments by means of chemical pro-
cesses and then distributes them
worldwide. A number of other firms
on site have only tangentially to do
with chemistry, if at all. Boels, for in-
stance, which leases construction
machinery, has found an ideal loca-
tion in the park, since two large-scale
hardware and building supplies
stores for do-it-yourselfers are in the
area.

The operator of Cassella Industry
Park is breathing new life into the
park with structural improvements
and modernization. In spring 2016
more than 17,000 square meters of
ready-to-build and serviced land in
the heart of the site will be made
available.

Strong Suit R&D: Wolfgang Industrial
Park in Hanau

The infrastructure of the 82-hec-
tare Wolfgang Industrial Park in
Hanau
is designed to meet the needs of the
chemistry sector and related indus-
tries. The park is operated by
Evonik Technology & Infrastructure,
a daughter company of Evonik Indus-
tries. With 3,300 employees, Evonik
Industries is the largest company in
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the area, followed by the materials
technology corporation Umicore, with
1,000 employees. In all, 5,300 people
work at 12 companies within Wolf-
gang Industrial Park. Reactive resin
for road surface markings is just one
of the products manufactured by
Evonik at Wolfgang Park. A diversity
of primary ingredients for medicines
and catalyzers are manufactured
here as well. But Wolfgang Industrial
Park is not a manufacturing site in
the usual sense of the word. The com-
panies here focus primarily on re-
search, the development of new prod-
ucts and the adaptation of laboratory
procedures to large-scale production.

A major focus is on materials and
energy research, with particular
stress on catalyzers and fuel cells.
This is what makes Wolfgang Indus-
trial Park the top address in Hessen
for hydrogen technology applications.
With the participation of the on-site
membrane producer SolviCore, a
demonstration model for storing re-
generatively produced electricity in
the form of hydrogen has already
been created.

The Fraunhofer Project Group
Materials Recycling and Resource
Strategies (IWKS) has established it-
self on the outer border of the park.
IWKS cooperates closely with Umi-
core and is now being expanded into
a full-fledged Fraunhofer Institute,
thus underlining the attraction of this
park as a first-rate address for the
research and development of sustain-
able processes and products.

Ideal for SMEs: Kalle-Albert Industrial
Park in Wiesbaden

On the outskirts of Wieshaden lies
Kalle-Albert Industrial Park, an ideal
research and manufacturing site for
small and medium-sized enterprises
(SMEs). Seventy-five companies with
a total of 5,600 employees have es-
tablished themselves on the 96 hec-
tares of this park, which emerged
from Hoechst’s Kalle-Albert works in
1997. For historical reasons, the em-
phasis here is on chemistry; but sau-
sage skins, offset printing plates and
special foodstuffs foils are produced
here as well. Both start-ups and
global companies like Merck Perfor-
mance Materials, which produces ba-
sic chemicals for its global semicon-
ductor business, are represented at
Kalle-Albert.

In terms of turnover, SE Tylose is
the largest company on site. A mem-
ber of the Japanese Shin-Etsu Group,
SE Tylose has 500 employees. How-
ever, aside from six other large and
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This historical building in Cassella Industrial Park in Frankfurt houses Allessa’s head office and the offices of its managing directors.

medium-sized enterprises, small-
scale companies with fewer than 50
employees predominate. Especially
these smaller firms find the Kalle-Al-
bert business environment optimal.
The pilot plant stations make increas-
ing production easy, and companies
can count on support in gaining au-
thorization for new manufacturing
facilities.

InfraServ Wiesbaden, the operator
of Kalle-Albert Industrial Park, is also
active in ensuring continuity through
a new generation of professionals. In-
fraServ Wiesbaden sponsors the
youth science competition “Jugend
forscht” and supports “Joblinge,”
which helps under-qualified young
persons get a start in the working
world. Over 240 young people are be-
ing trained at Kalle-Albert in more
than 20 professions.

Health management is particu-
larly popular in Kalle-Albert. Three
doctors and a health studio make em-
ployee health their particular busi-
ness. InfraServ Wieshaden ensures
the site’s sustainability in this way as
well.

Pharma and Biotech: Behringwerke
Industrial Park in Marburg

Behringwerke Industrial Park in
Marburg is one of Europe’s highest
performance centers for pharmaceu-
ticals and biotechnology. The 19 com-

panies on its 67 hectares employ
5,300 persons. The site goes back 100
years to Emil von Behring, Nobel
Prize laureate and creator of the se-
rum for diphtheria, who founded
Behringwerke (Behring Works) here
in 1904. Behringwerke has remained
true to its origins by distributing
throughout the world serums and
vaccines against diphtheria, influ-
enza, early summer meningoen-
cephalitis (ESME), tetanus, rabies and
many other diseases. Medicines and
medical diagnostics are manufac-
tured here as well, as are, as a nota-
ble product within the Behringwerke
portfolio, organometallic substances
for the semiconductor industry.
Three globally active corporations
predominate on this site: the pharma-
ceuticals firm CSL Behring (with
more than 2,000 employees the larg-
est company here), GlaxoSmithKline,
and the Siemens daughter company

Siemens  Healthcare Diagnostics
Products.

Pharmaserv, the operator of
Behringwerke Industrial Park,

emerged in 1997 from Hoechst and
belongs today to the operator group
Infrareal. Pharmaserv, a medium-
sized enterprise with around 400 em-
ployees, focuses on the life sciences
sector. It offers its clients not only in-
frastructure that conforms to their
needs but also services such as spe-
cialized packaging for medicines, re-
frigerated transport and technical

services geared to pharmaceuticals
and biotechnology. Such services ease
the burden on the firms in the park,
allowing them to focus their efforts
on the main thrust of their busi-
nesses.

Centralized Support for Companies
Interested in Hesse

Moreover, companies interested in
Hesse — and to start business from
there in all Germany — do not need
to address all sites separately. They
get all necessary support by coming
directly to Hessen Trade & Invest.

“With our website www.invest-in-
hessen.com we offer easy access to
information to get a first overview.
However, much more important are
the people behind. Our employees
provide tailor-made information and
help finding the right spot for your
business. Just ask us and we will help
you,” Waldschmidt said.

Contact

Dr David Eckensberger,
Project Manager,

Hessen Trade & Invest,
Wiesbaden, Germany
david.eckensberger@htai.de
www.htai.de
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Straubing is the Region of Renewable Raw Materials. Here, the Free

State of Bavaria is clustering its activities and expertise regarding re-

search, education, innovation, application and marketing in the field of

renewable raw materials. By doing so, Straubing aims to become a lead-

ing flagship region in the rapidly growing field of bioeconomy. The bio-

based resources needed lie directly at the door step. Resources that can-

not be sourced from the fertile Gaduboden-area or the Bavarian Forest

can be acquired via the modern inland port in Straubing-Sand — mainly

from Eastern European markets.

The Danube Port Straubing-Sand
specializes in biomass handling and
logistics. By integrating resource sup-
ply and processing, it brands itself as
“Green Chemisty Port”. On its “Bio-
Campus” premises, it offers a busi-
ness center, the “BioCubator” and
ready-to-build-on industrial sites.
Here, companies working along the
biomass value chains, both transna-
tional companies (TNCs) and start-
ups, can benefit from attractive state-
of-the-art laboratories, offices and
business areas. Additionally, sites for
growing tests and greenhouses for all
kinds of plant-based resources are of-
fered. The goal: developing a bio- and
knowledge-based economy that can
rely on sustainable, bio-based feed-
stock supply from indigenous sources
as well as via waterway transport
from the fertile alluvial banks of the
Danube macro-region.

www.chemanager.com

Distances between the Straubing
Centre of Excellence for Renewable
Resources including research depart-
ments by Technical University of Mu-
nich and the Fraunhofer IGB-branch
BioCat and the BioCampus, the dedi-
cated area for industrial upscaling
and demonstration of research re-
sults right next to the Port are short,
both in terms of proximity and coop-
eration. The “Renewable Raw Materi-
als” cluster management supple-
ments Straubing’s competences as a
model region by supporting project
development, networking and inno-
vation processes.

This triple helix combination of
sustainable resource availability, spe-
cialized infrastructure and scientific
and entrepreneurial expertise depicts
an ideal source for innovation and
start-ups and, thus, a competitive ad-
vantage in Europe. Bioeconomy’s big

Bavaria’s "Region of Renewable

© moonrun - Fotolia.

BioCubator building at the BioCampus Straubing.

players, such as ADM and Clariant,
take advantage of this unique setting.
ADM is converting thousands of tons
of rapeseed into oil for first-genera-
tion biodiesel production on a daily
basis. In its one-of-a-kind lignocellu-
losic ethanol demo plant, Clariant is
testing different feedstocks and appli-
cations for its biotechnological Sun-
liquid process that converts agri-resi-
dues into bio-based fuels and
chemicals. Just recently, the Bavarian
Ministry for Economy has announced

a strategic investment of €20 million
to build a multi-purpose, multi-user
biotech demo plant at the BioCampus
premises — an investment that will
further strengthen Straubing’s top
position on the European bioeconomy
and renewable raw materials stage.

Contact I
BioCampus Straubing GmbH, Straubing, Germany
info@biocampus-straubing.de
www.biocampus-straubing.de

www.straubing-sand.de
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Life Sciences Sector Grows in Austria

Austria’s life science industry as well as its research institutions have estab-

lished a fast growing sector. The latest Life Science Report Austria shows the

sustained attractiveness of Aus-

tria as a life science loca-

tion based on the close

) links between solid aca-

o~ demic research and in-

5 novative companies as

well as the broad offer-

ing of tailor-made fi-
nancial aids.

The development of the

sector between 2012 and

2014 is remarkable: compared

to the last report, the number of

companies active in biotechnology,

pharma or in the medical device business has increased by 13.8%. Together, life

science companies generated a total turnover of over €19.1 billion (+7.8% com-

pared to 2012).

In 2014, a total of 55 institutions were active in the field of academic life sci-
ence research and education in Austria. About 20,000 people were working in
universities, universities of applied sciences and non-university research insti-
tutes. In 2014, Austria’s life science budget amounted to €1.44 billion. About
73% of the budget stems from institutional funding, whereas 27% represent
third-party funds.

© Maksym Yemelyanov - Fotolia.com
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The Centre-Val de Loire Region is a Magnet
for Foreign Investors

In 2014, 25 projects of foreign companies in the Centre-Val de Loire region
were listed and a total of 2.115 jobs were created/maintained. These numbers
exceeded the previous average of the 2010-2014 period considerably. Regard-
ing the type of investments made, site extensions and company takeovers are
now more common than start-ups from scratch.

Europe is still the leading supplier of investment projects and jobs for the
Centre-Val de Loire region (40%), followed by North America with 28% of pro-

jects. But both of these regions are

steadily losing ground to the emerging

economies, from which 6 out of 25
projects came in 2014.

In 2014 two-thirds of invest-
ment projects and 80% of the
jobs created/maintained in the
Centre-Val de Loire region in-
volving foreign companies

concerned production roles.
The region is now the
leader for new production
- jobs in mainland France (1,769
announced in 2014). The projects listed
reflect the region’s top industrial activi-
ties: over the 2010-2014 period, almost a third of projects and jobs created/
maintained concerned the pharmaceuticals, mechanical equipment, plastics
processing and household equipment sectors.
Logistics has also been well represented with the region’s prime geographi-
cal location and outstanding transport infrastructure having a positive impact.

© Fredex - Fotolia.com

www.investinloirevalley.com I
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OUR SITE OPERATION. e

From site services and utilities to waste management and logistics to
end-to-end site operation - leverage our expertise as a pioneering site
operator for the chemical, pharmaceutical and related process industries.
Discover what it means to be “infraserviced”. www.infraserv.com
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