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Though the challenging economic land-
scape is likely to continue into 2013, there
is a bright spot: American chemistry. We
are one of the nation’s most significant
manufacturing industries and we play a
critical role as an economic growth en-
gine.
American chemistry is essential to the US
economy. It:
e is a $760 billion enterprise;
e supports nearly 25 percent of the US
GDP;
e has products present in nearly every
facet of the American economy;
e accounts for more than 12 percent of
the nation’s exports; and
® generates 1 in 5 US patents.
As the cornerstone of our economic fu-
ture, it is vitally important that we have
American Chemistry sound policies that encourage solutions
Council _to our qation’s biggest challenggs through
g innovation that drives economic growth,
protects US jobs, and enhances the safe-
ty, health and quality of life in our com-
munities.
One of our country’s biggest challenges
and highest priorities today is achieving
greater energy security. In one of the
most exciting developments for our in-
dustry in decades, we have seen incred-
ible increases in supplies of natural gas
from previously untapped shale deposits.
These supplies help provide energy secu-
rity but also create a competitive advan-
tage for US petrochemical manufactur
ers, leading to greater US investment and
growth.
It is estimated that a modest increase in
natural gas supply from shale deposits
would generate more than 400,000 new
jobs in the United States, more than $132
billion in US economic output and $4.4 bil-
lion in new annual tax revenues.
The business of chemistry is at the heart
of US manufacturing, and access to shale
gas has the potential to dramatically
boost America’'s competitiveness and
help meet our nation’s goals for increased
exports and new jobs. Right now the
business of chemistry accounts for 12%
of all US exports, making it the largest ex-
porting sector in the US.
As we look toward the future, we must
continue to develop common sense poli-
cies and regulations that support our abil-
ity to create the groundbreaking products

E M that are improving the world all around
‘ ‘ us. ®
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Lighter vehicles, powerful photovoltaic cells, highly resistant paints and coatings, plentiful
drinking water, long-lasting batteries, winning sports equipment: these are important
challenges for industries, today and in the future. These are also what drive

Arkema, now a global chemical specialties company, to develop

with our customers competitive and sustainable innovations.

Arkema, from chemistry to performance.
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The shale gas boom promises
to be a boon to the East Coast
specialty chemicals sector. We
look at the actual potential, with
reference to two case studies of
Pennsylvania and New Jersey.
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The US specialty chemical
industry leads the world in
research and development. New
trends such as CMQOs and CROs,
and the increasing importance in
green chemistry, signal an
interesting future.

Thoughts on the future potential
of the US chemical industry, the
challenges it faces, and the path
it must take to overcome these,

from leading businessmen.
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“US chemical manufacturing is and can continue to be
globally competitive ... It is way too soon to write off
the US as a place where manufacturing cannot thrive. It
can and it is.”.
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- Madeleine Jacobs, Executive Director & CEOQ,
American Chemical Society
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An Introduction
to the USA

A brief introduction

to the economy and
chemical industry of the
United States of America

The world’s economic uncertainty is per
haps nowhere better expressed that in
its largest economy, the United States
of America. While the situation has not
reached the extremes of Greece or some
parts of the Eurozone, the effects have
nonetheless been felt; a recession saw
GDP drop by 3.5% in 2009, recovering
to 3% in 2010 and 1.7% in 2011. With
growth predictions for 2012 and 2013 a
small but respectable 2.1% and 2.2%
respectively, it feels from an objective
standpoint as if the ship has steadied.
Yet as the recent presidential race made
clear, it does not always seem that way
from inside the country.

Despite these troubles, and insecurity
derived from the continued challenge to
the USAs long-standing economic he-
gemony from a surging China, the USA
remains comfortably the world’s strong-
est market. GDP is almost double that of
second-ranked China in terms of real ex-
change rate, and almost $4 trillion more
in terms of purchasing power parity.
GDP-per-capita, at $49,000, is the elev-
enth highest in the world, the labor force
is the fourth biggest in the world, and for
eign direct investment into the country
was an impressive $227865,000,000 in
2011.

American scientists and companies still
remain at the forefront of development,
both in an abstract pure science sense
and in tangible technological develop-
ment for industry. While the 2012 Nobel
Prizes for physics (shared with an Amer
ica), economic sciences (won by two
Americans) and, fittingly for this “Indus-

try Explorations” book, chemistry (won
by two Americans) aptly demonstrates
the nation’s continued scientific creden-
tials, it is the predominant position of its
companies in the global marketplace that
best illustrates its almost unique ability
to transfer that knowledge from labora-
tories to commercial use. The American
universities that continue to sit at the
top of the world rankings strength these
links; providing both the research and the
future business leaders.

The pervasive nature of the chemical in-
dustry has usually ensured its reliability
as an indicator of the wider economy. In-
extricably linked to almost 97% of man-
ufactured products and supporting nearly
25% of the American economy, it has
accurately reflected both the turbulence
and uncertainty in the USA and, given
that it produces a fifth of the globe's
chemicals, that of the wider world. The
number of bankruptcy filings amongst
US chemical companies reached 55 in
2009, up from 27 in 2007 and just 12 in
2006; employment waned and chemical
shipments fell dramatically.

While the worst of the global recession
may possibly be over, continued uncer
tainty in the Eurozone plus tenuous re-
covery at home is putting immense pres-
sure on the US chemical industry. To add
insult to injury, China recently overtook
the United States as the world's largest
chemical producer. As Asian countries
transform their economies to become
more sophisticated manufacturers, the
US market is being flooded with cheap-
er product equivalents from China and
India; the value of inorganic imports in
Q3 2011 was $4.8 billion, the highest in
three years.

The beloved American writer Mark Twain
once famously quipped, “the reports of
my death are greatly exaggerated’, and
the same could be said for his country's
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States at a Glance

Source: United States Census Bureau

Massachusetts at a Glance

Population: 6,587536 (2011 est)

Capital: Boston

Head of Government: Governor Deval Patrick
(D)

Gross State Product: $348.6 billion (2011)
GSP per Capita: $50,735 (2008)

Economic Sector Breakdown: Education, bio-
technology, finance, healthcare, tourism
Nickname: The Bay State

Motto: Ense petit placidam sub libertate quietem
(She seeks with the sword a quiet peace under
liberty)

Connecticut at a Glance

Population: 3,580,709 (2011 est)

Capital: Hartford

Head of Government: Governor Dannel Malloy
(D)

Gross State Product: $201.4 billion (2011)

GSP per Capita: $64,833 (2007)

Economic Sector Breakdown: Machinery, elec-
trical equipment, insurance, finance, agriculture
Nickname: The Constitution State

Motto: Qui Transtulit Sustinet (He Who Trans-
planted Sustains)

New York at a Glance

Population: 19,465,197 (2011 est)

Capital: Albany

Head of Government: Governor Andrew Cuomo
(D)

Gross State Product: $1,016.4 billion (2010)
GSP per Capita: $46,364 (2007)

Economic Sector Breakdown: Finance, publish-
ing, scientific instruments, electrical equipment,
machinery, chemicals, tourism

Nickname: The Empire State

Motto: Excelsior (Ever Upward)

Pennsylvania at a Glance

Population: 6,587,536 (2011 est)

Capital: Harrisburg

Head of Government: Governor Tom Corbett (R)
Gross State Product: $500.4 billion (2011)

GSP per Capita: $39,830 (2010)

Economic Sector Breakdown: Chemicals,
finance, insurance, mining, agriculture
Nickname: The Keystone State

Motto: Virtue, Liberty and Independence
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chemicals sector. For while the seeming-
ly perilous position of the industry was in-
dicative of America’s uncertainty, its slow
but certain recovery is a clear sign that it
is still a major global player.

Although American chemical companies
have been forced to adapt to a post-re-
cession market place and plenty of pit-
falls still remain, underpinning the indus-
try is a slow but steady growth over the
past few years and a cautious optimism
that pervades among the sector’s insid-
ers.

In order to provide a more focused analy-
sis, GBR has elected to focus on regional
markets, starting with the East Coast,
which for the purposes of this report is
defined as including the states of New
Jersey, New York, Connecticut, Massa-
chusetts, Pennsylvania, Delaware, Mary-
land and North Carolina.

The East Coast exemplifies the gener
al trends discussed above particularly
well. Chemical production growth for the
Northeast region (the above-mentioned
states excluding Delaware, Maryland and
North Caroline) in 2012 has fallen in the
latter part of the year, bringing down the
year-on-year growth from 1.8% in June to
0.4% in August (the second highest after
the Ohio Valley region). In the Mid-At-
lantic region, which includes Delaware,
Maryland, and North Carolina, pharma-
ceuticals are dominant. Pharmaceuticals,
although facing significant competition
as patents expire and generics flood the
market, had a strong year in 2011; 3.5%
growth was well above general industry
growth, or wider economy growth. None-
theless, and perhaps due to this strong
2011 showing, 2012 was a bit tougher,
with the Mid-Atlantic region seeing a
0.5% drop year-on-year in August.
Nonetheless, the chemical industry here,
less dominated by petrochemicals than
those of the southern regions, displays a
diversity and focus on high value-added
specialty chemicals that contributes to a
cautious optimism. Other factors, such
as the strategic position of the region
(poised to benefit from declining Europe-
an production and less challenged by the
Asian markets), and its traditional status
as a chemical producer, also make it an
interesting case study of the challenges
facing American chemical companies as
awhole. ¢

Domestic Market:
Population and Poverty

Source: World Bank - CIA World Factbook

203,429,800

Population 2011

Labor Force 2011

B %

Unemployment Rate
2011

World Largest Economies

Source: CIAWorld Factbook

(trillion dollars)

China $7.29
Japan $5.86
Germa ny $3.60
France $2.77
United Kingdom $2.49
Brazil $2.41
Italy $2.19
Russm $1.85
India $1.82
Canada $1.73
Ag:stralia $1.48
Spain $1.47
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New Jersey at a Glance

Population: 8,821,155 (2008 est)

Capital: Trenton

Head of Government: Governor Chris Christie (R)
Gross State Product: $426.8 billion (2011)

GSP per Capita: $46,588 (2010)

Economic Sector Breakdown: Pharmaceuticals,
chemicals, finance, telecommunications, food
processing, electrical equipment, publishing,
tourism.

Nickname: The Garden State

Motto: Liberty and Prosperity

Delaware at a Glance

Population: 907135 (2011 est)

Capital: Dover

Head of Government: Governor Jack Markell (D)
Gross State Product: $57.3 billion (2011)

GSP per Capita: $34,199 (2010)

Economic Sector Breakdown: Chemicals,
pharmaceuticals, finance, healthcare, automobile
manufacturing

Nickname: The First State

Motto: Liberty and Independence

Maryland at a Glance

Population: 5,828,289 (2011 est)

Capital: Annapolis

Head of Government: Governor Barbara
Mikulski (D)

Gross State Product: $264.3 billion (2011)
GSP per Capita: $43,500 (2006)
Economic Sector Breakdown: Chemicals,
electronics, fishing, agriculture

Nickname: Old Line State

Motto: Fatti maschii, parole femine (Strong
deeds, gentle words)

North Carolina at a Glance

Population: 9,656,401 (2011 est)

Capital: Raleigh

Head of Government: Governor Bev Perdue (D)
Gross State Product: $385.1 billion (2011)

GSP per Capita: $33,735 (2007)

Economic Sector Breakdown: Finance, agricul-
ture, chemicals, electronics

Nickname: Tar Heel State

Motto: Esse quam videri (To be, rather than to
seem to be)
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INTERVIEW ACC

Interview with
Calvin Dooley

PRESIDENT AND CEO, AMERICAN CHEMISTRY COUNCIL

Could you provide us with a brief intro-
duction to ACC?

ACC's mission is to deliver business value
through exceptional advocacy, and our pri-
ority is to advocate for sound government
policies that preserve and promote compe-
tition and innovation. WWe're America's old-
est trade association of its kind, represent-
ing more than 160 companies engaged in
the business of chemistry — an innovative,
$760 billion enterprise that is helping solve
the biggest challenges facing our nation
and the world.

Our members are the leading companies
engaged in all aspects of the business of
chemistry, from the largest corporations to
the smallest, and everything in between.
For more than 140 years, companies have
joined ACC because we provide, access,
expertise; information and opportunities.
Our offerings are extensive and diverse.
They include everything from first-in-class
advocacy; business opportunities and
networking; economic and industry intel-
ligence; research and benchmarking; spe-
cific product and market sector support;
professional and technical conferences;
and CHEMTREC®; the industry’s foremost
emergency response initiative.

How has ACC’s membership evolved in
recent years in accordance with industry
trends?

Representing more than 85% of U.S.
chemical manufacturing capacity, ACC has
three categories of membership: regular,
affiliate, and associate. We also continue to
grow our base of small and medium-sized
enterprises. In these uncertain times, com-
panies of all sizes want to know that mem-
bership delivers results and value. Our con-
tinued growth is proof of our effectiveness
when it comes to strategic advocacy, prod-
uct and market sector defense, compli-
ance assistance and business networking
opportunities.

It's critical that today’s policymakers under-
stand the scale and scope of the econom-
ic and societal contributions our industry
makes — both directly and indirectly, so the

addition of our value chain partners to our
membership continues to strengthen our
ability to provide exceptional advocacy at
all levels of government.

ACC’s mid-year 2012 Market Situation
and Outlook reported slow growth and
softer demand for U.S. exports in 2012.
What expectations do you have for
2013?

We are anticipating sub-par economic
growth into 2013 as the economy contin-
ues to face strong headwinds and con-
cerns around the fiscal cliff crystalize. We
are also seeing this year’s economy repeat
the pattern of 2010 and 2011. At ACC, we
have compared this situation to the old
Charlie Brown comic strip where Lucy
holds the football for Charlie but at the last
moment as he goes to kick it, she removes
it. Just as the first quarter discussion about
economic recovery is finally gaining trac-
tion, the proverbial football — the recovery
- disappears, hence the ‘Charlie Brown’
effect. If this trend continues, it is likely
that job creation, income growth, growth
of sales and growth of production will con-
tinue, but at a very slow rate.

Given ACC's high prioritization of regu-
latory reform, please elaborate on your
efforts to represent the industry’s inter-
ests regarding TSCA reform on Capitol
Hill?

ACC strongly supports legislation and reg-
ulatory action on TSCA that further enhanc-
es the safety and health of people and the
environment, new approaches must be
based on reliable scientific data without
creating burdens that stifle innovation and
reduce global competitiveness. Although
the partisan divide in Congress this year
prevented a sound bi-partisan bill for TSCA
modernization from advancing, we will
continue to work with Congress to craft
a new proposal that will attract bipartisan
support and create a world-class regulato-
ry system that provides for the safe use
of chemicals, protects American jobs and
maintains U.S. global leadership in innova-
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tion. A strong foundation has been laid for
bi-partisan chemical management reform
in 2013.

The boom in U.S. shale gas develop-
ment has spurred renewed investment
in the chemicals sector. What activi-
ties has ACC undertaken to foster this
growth?

Energy demand continues to increase, and
regulatory policies are creating uncertainty
about future supplies. Yet after years of de-
bate, America lacks a national energy strat-
egy. In order for our economy to grow, U.S.
industries to innovate and compete global-
ly, and businesses to create new jobs, our
nation must have a truly comprehensive
energy policy.

In early 2012, ACC launched a campaign to
promote and advance specific policy out-
comes that support, among other things,
the production and utilization of shale gas.

How do you expect the U.S. chemical
industry to perform in comparison to its
Chinese and Indian counterparts in the
medium-term?

Output of chemicals in emerging markets
will continue to outpace production in de-
veloped countries. China, the world’s larg-
est chemical sector, will continue to grow
strongly, but at a slower pace that in the
previous decade. India and other emerg-
ing markets in the Asia-Pacific region will
continue to expand. Over the next sever
al years, chemical output in the dynamic
economies of China and India are expected
to grow 9% to 10% per year. By compari-
son, U.S. chemistry is expected to grow by
2% to 3%, slightly ahead of GDP growth
as the renewed chemical competitiveness
boosts exports. From a product standpoint,
the strongest growth will continue to be in
specialties, consumer products and agri-
cultural chemicals.

Industry Explorations
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Changing
Market

The turbulence and
dynamism of the US
chemical indust ry

The period that America’'s chemical
industry, and specifically its specialty
chemical industry, is now entering is
one that is in equal parts turbulent and
dynamic. Geological developments at
home and global economic circum-
stances have combined to create a new
business environment, with specialty
chemicals companies especially being
forced to drastically rethink their busi-
ness models.

“The chemical industry in the United
States has an interesting future that will
be full of growth. Companies are start-
ing to focus more on innovation and
technology as opposed to low cost,” said
Alexander Wessels, president and CEO
of DSM Pharmaceutical Products, and
chairman of DSM North America.

Not all this forced adaptation is a result
of bad news; a variety of factors, both
challenging and promising, have served
to re-sculpt the landscape. Much of the
optimism surrounding the US chemical
industry’s recovery is due to the excite-
ment over the Marcellus Basin shale, a
geological outcrop containing untapped
natural gas reserves that blankets the
sediment beneath the Eastern United
States.
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“Given the relative inexpensiveness of
natural gas and the closeness of the Mar
cellus shale field in Pennsylvania, there is
a very good chance investment will come
back to the region,” said Hal Bozarth, ex-
ecutive director of the Chemistry Council
of New Jersey. “Natural gas is the life-
blood of the chemical industry, whether
the gas is used to heat or run the facilities
or its wet stream materials are used as
raw materials for specialty chemical man-
ufacturing.”

These developments have helped drive
the price of natural gas to its lowest in
a decade in early 2012. At the time of
writing, gas had risen from that low of
$2/MMBtu to a little over $3/MMBtu, but
remained a far cry from the almost $5/
MMBtu of mid-2011.

Although hydrocarbons of whatever
form arguably have a more direct ef-
fect on the petrochemical industry than
specialty chemical manufacturers, the
downstream advantages are undeniably
there. According to the American Chem-
istry Council, specialty chemical produc-
tion in the United States is expected to
grow 5.1% in 2012, with a 3% growth
rate forecast for 2013, thanks partly to
lowered natural gas prices for specialty
chemical companies being translated to
lower costs for the end user, stimulating
demand in markets such as agricultural
chemicals and consumer products.

The demand, however, is not driven en-
tirely by the domestic market. American
housing and construction industries are
only beginning to recover from the 2008
crash, and while the automotive industry
is regaining its footing, the US econom-
ic outlook as a whole remains weak. In
light of these domestic challenges, new
growth markets become ever more im-
portant for chemical companies to sur
vive and thrive.

The specialty chemicals sector has histor
ically been the bastion of North American
and Western European countries, yet this
shift towards outward growth represents
a significant change in business models
and strategies, and chemical companies
are taking heed; the value of US chemi-
cal exports reached a record $86.9 billion
in 2011, according to census data. This is
not simply a case of companies embrac-

ing an opportunity overseas; emerging
from the most widespread recession to
hit the US since the Great Depression
of the 1930s, chemical companies have
learned that when navigating the wa-
ters of a volatile marketplace it is best to
spread the sails as wide as possible.

The importance of financial responsibility
in companies has also been emphasized
by the global financial crisis; something
many governments around the world
could do well with learning.

“The global financial crisis affected every
business,” said Wessels of DSM. “"DSM
has been more affected in performance
materials than in pharmaceuticals or nu-
trition, although the company is resilient
and our financial stability has provided
the company with many opportunities.”

In order to maintain this financial stabil-
ity, US chemical companies were forced
to examine their cost structure in a more
innovative manner.

"During the recovery of the recession
we invested our resources in a way that
has allowed us to manage our products,
which has given us more of an insight into
how our costs really work,” said Kate Do-
nahue, president of Hampford Research
Inc., a custom chemical manufacturer in
Stratford, Connecticut. The company put
systems and infrastructure in place for
data management that enabled them to
react quicker to other market opportuni-
ties, such as dental and cosmetic product
manufacturing.

The financial crisis certainly forced com-
panies to tighten their cost structure, but
some companies, such as Edison and
New Jersey-based specialty chemical
manufacturer Croda Inc., remained fo-
cused on long-term objectives. “During
the crisis, we were careful about costs,
but we were also sure not to do anything
we would regret later when the economy
improved. We did not change our long-
term investment in R&D, marketing or
promotional work,” said Kevin Gallagher,
President of Croda Inc.

As demand from end-user markets has
now begun to increase, so too have the
fortunes of US chemical companies; var
ious indices such as the Dow Jones are
showing a sustained trend of strong and
increasing growth. e
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INTERVIEW CHEMICAL HERITAGE FOUNDATION

Interview with
Thomas Tritton

PRESIDENT, CHEMICAL HERITAGE FOUNDATION

Can you explain the mission of the
Chemical Heritage Foundation and the
services that you provide?

The Chemical Heritage Foundation is an in-
dependent non-profit organization dedicat-
ed to fostering an understanding of chem-
istry’s impact on society. We like to say
that we do everything there is to do about
chemistry except chemistry. The first part
of the organization is our library. CHF col-
lects everything there is to do with chem-
istry and related sciences, from books
to instruments, art and manuscripts. We
even collect every stamp every country
has ever produced with a chemical theme.
We have the only collection in the world of
this magnitude and our building houses 5.5
miles of shelves of artefacts dating back to
the fifth century or earlier.

The second part of CHF is our museum.
We are an educational institution that aims
to reach a broad public and the museum is
one way that we can make our collections
available to the public. CHF holds many
public events and sponsors activities doing
anything we can think of to interest people
in science. Our third piece is our centre
for scholars. We are also an independent
research organization that functions in
many ways like a university. We have what
amounts to a faculty who do research on
the history and impacts of chemistry and
we also have a fellowship program that
brings in 20 scholars from around the
world every year to stay in residence.

In what ways do you partner with the
chemical industry?

We are not principally partners with indus-
try, but CHF will do everything we can to
be supportive of the industry. We take a
wide view of chemistry and the audience
for our industry-related events ranges from
small specialty companies to big pharma.
We are also partners with government
agencies that want to regulate the indus-
try, and we are partners with academic
institutions that do chemistry and create
new ways for the industry to do what they
do.

Many members of the industry are also

members of our Heritage Council, includ-
ing SOCMA and ACS. In total, we have
about 40 organizations, three-quarters
of which are based in the United States.
Twice a year, they meet to advise us on
how we can best meet this mission of col-
lecting, preserving and making available
the history of chemistry.

Can you give us some examples of in-
dustry-related programming and servic-
es that you offer?

We organize the Joseph Priestly Society,
a monthly series of lectures and symposi-
ums centred around industry and innova-
tion. We also hold Innovation Day every
September, an event aimed the industry
that brings together mostly younger and
early-career working scientists and engi-
neers to share ideas about contemporary
topics facing the industry.

CHF also works with companies to pro-
duce case studies. We have had a long
series called Innovation Case Studies,
where we worked with a company on a
product that maybe failed or was a suc-
cess to understand what it was that made
it a success or what made it harder. CHF
is known for being experts in oral history
and we have the largest science-based
collection of oral histories anywhere. As an
example of how we work with companies,
we are in discussion with a large chemical
enterprise to do their oral history for them
and turn those scholarly documents into
a set of documents that they can use to
preserve their history and make it known
to others.

Is CHF looking to create internation-
al partnerships to expand the reach of
your activities outside of US borders?

One of CHF's growth goals is to have more
global relevance and impact. We are the
only organization in the world that does
that we do, and we need to do it for more
than just the United States. CHF has sev-
eral international partners now, such as the
Royal Society of Chemistry in London, La
Fondation de la Maison de la Chimie in Par
is, IUPAC and JAIMA, the Japan Analytical
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Instruments Manufacturers Association. In
order to represent a country’s role in the
history of chemistry, we are looking at
franchising. We have had preliminary dis-
cussions about how to do that in a couple
places, but we are in the early stages.

Many industry members have ex-
pressed concern that the US chemical
sector will face a shortage of qualified
personnel in the coming years. Do you
think this is a likely outcome?

We have heard from companies that they
cannot find the scientists that they need.
The paradox is that if you look at the man-
power that is produced by the government
or independent agencies there is no short-
age. They are either not in the right paces
or the opportunities do not match the skills
and aspirations of the people. Although
it is not our purpose to get people to go
into scientific careers, we do it by accident
because we try to inspire people about
chemistry. However, it is equally important
to CHF to reach people who are not going
into chemistry, because they need to be
informed citizens.

In a rapidly advancing industry, what
can be gained from focusing on the his-
tory of chemistry?

Chemistry has contributed a lot to socie-
ty, both good and bad and it is important
for CHF to remain independent so that we
can chronicle both the achievements and
challenges that chemistry presents for our
society. A lot of people have a very neg-
ative reaction to chemistry, but we make
it accessible. A focus on history makes
chemistry a personal thing. It is not ab-
stract; it is about the people who created
it. History also makes chemistry about its
practical ramifications, highlighting the
achievements that chemistry has made
possible. e
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Interview with
Madeleine Jacobs

EXECUTIVE DIRECTOR & CEO, AMERICAN CHEMICAL SOCIETY

Can you give us an introduction to ACS
and your mission?

The American Chemical Society was
founded in 1876 by a handful of chemists,
and we have since grown to become the
world’s largest scientific society with more
than 164,000 members. In 1937 the U.S.
Congress granted ACS a national charter of
incorporation that was signed into law by
President Franklin Roosevelt. Fundamental-
ly our over-arching goals have not changed
in all these years. Our whole reason for be-
ing is for the public good. Our mission is
about increasing the diffusion of chemical
knowledge, aiding the country’'s industries,
helping chemical practitioners become
more valuable, educating the public and
ensuring the prosperity and “happiness of
our people.”

Today we have more than 40 scientific jour
nals in chemistry and related fields, in addi-
tion to our Chemical Abstracts Service. Two-
thirds of our members work in the chemical
industry and we have many programs that
are aimed at the industry. Many of our ca-
reer and continuing education programs are
aimed at meeting the needs of the industry
and we work in tandem with companies to
determine the kinds of courses that they
need for the continuing education and pro-
fessional development of their employees.
We then work backwards with the universi-
ties to ensure that they are producing grad-
uates with the education and skills that in-
dustry and other employers are looking for.
We seek collaborative ways to engage with
organizations like SOCMA and ACC to work
on issues that we all agree are important:
educating the workforce, advocating in are-
as of R&D and celebrating achievements in
the field of chemistry. While we do not get
involved in joint lobbying, we do work with
common purpose to present to Capitol Hill
our views on things like regulatory reform
and alternative energy.

What is the situation like today for US
chemical manufacturing?

US chemical manufacturing is and can con-
tinue to be globally competitive. People
worry about quality issues and counterfeit-

Industry Explorations

ing outside of the US, not just for pharma-
ceuticals, but for other chemical products
where the purity and specifications are very
important. In the US, we normally have ex-
cellent quality control standards (although
there are sometimes very visible and unfor
tunate exceptions) and a stable regulatory
framework. People are also worried about
their intellectual property and we have the
best IP protection in the world. It is way too
soon to write off the US as a place where
manufacturing cannot thrive. It can and it is.

How important is the area of specialty
chemicals to the growth of US chemical
manufacturing?

Among the healthiest areas of the industry
is specialty chemicals. Specialty chemical
manufacturers play such a critical role in
terms of the overall health of the chemical
industry. Many specialty chemical compa-
nies started out as small, entrepreneurial
startups that either grew or were sold to
a bigger company. Entrepreneurship plays
a very critical role in the specialty chemi-
cal area. Most of the growth in new jobs
comes from small companies. We need
more of these types of companies because
they employ people and make innovative
products that other companies and sectors
need.

How has the passing of the America In-
vents Act, signed into law in September
2011, impacted your members?

AIA was the first time in 50 years that the
US updated its patent law. The act brings
US law into sync with other countries and
will hopefully eliminate fighting with the
first to file rule. This was a modernization
that was long overdue. One of the biggest
hang-ups occurring at the US Patent and
Trademark Office is a bottleneck of hun-
dreds of thousands of patent applications.
When you ask yourself, what is the fuel
that drives innovation? The answer is these
patent applications, and they have been sit-
ting there without the adequate examiners
to process them. The passage of AIA has
enabled the office to hire people and clear
out this backlog.
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One of the big problems for startups is
when they hold a patent and someone
else gets issued a patent that infringes on
it. Then they must spend a lot of time and
energy to defend their patent. In a start-
up, where money is tight, patent litigation
can wipe out profits and take away funds.
Having better trained patent examiners will
reduce the issuance of patents that are not
robust and get rid of this backlog. There are
1.2 million in progress and 700,000 in back-
log. You cannot run a successful innovation
enterprise when you have all this IP bottled
up.

How is the current US political climate
impacting the industry’s growth plans?
Because this is a Presidential Election Year
in the U.S., nothing that should get passed
to stimulate the US economy is getting
passed in Congress. Companies are under
standably not sure about what is going to
happen, and when they are not sure, they
do not take action. They do not invest, they
do not build new plants and they do not hire
more people, and that is what is going on
right now.

How do you expect the chemical indus-
try to perform in the medium term?

The chemistry industry’s health in general
is going to depend a lot on what happens
not just in the US but elsewhere. The Eu-
rozone is a huge producer and consumer
of chemicals and the outcome of the debt
crisis is going to be critical to what is go-
ing on in the United States. Overall, we are
predicting modest optimism. There are still
many hurdles in this country with regards
to manufacturing, but we have some very
good positives, such as lower natural gas
prices. The chemical industry is going to be
innovative and start new companies and
there will be growth. e
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The Regulatory
Framework:
Rules and
Reforms for

an Uncertain
Chemical
Sector

“We can make comparisons with China, where Kureha
also manufactures. People sometimes say that in Chi-
na the law changes frequently; subsidies are given and
then taken away. The US is not subject to these frequent
changes. Also, it is a single marketplace and business
friendly.”

- Koji Hagino President & CEO, Kureha America
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Investors in the USA are not free from
worry, and neither should they be expect-
ed to be; in this uncertain global economy
no investment plans, no matter how well
laid or in what country, are foolproof. Yet
in the US chemical industry this uncer
tainty is compounded. The distinct lack of
regulatory modernization places the sec-
tor in an uncomfortable position.

In the wake of Europe's rollout of its
Registration, Evaluation, Authorization
and Restriction of Chemical substanc-
es (REACH) law, which entered force in
the European Union in 2007 regulations
have grown notably tighter worldwide.
The US is struggling to follow suit with
a reformed regulatory policy that clears
political divisions in government, industry
approval and public concern.

This type of regulatory uncertainty is unu-
sual for the United States. While partisan
politicians may throw accusations at their
rivals for being unfriendly to business (or,
more recently, too friendly to big busi-
ness), the truth of the matter is that clear
regulations and an established rule of
law has contributed to a welcoming busi-
ness environment in the country, which
is ranked fourth in the world for ease of
doing business according to the World
Bank’s 2012 Doing Business report, and
10th in the world in the Heritage Founda-
tion’s 2012 Index of Economic Freedom.
The law at the center of the debate is
the Toxic Substances Control Act (TSCA).
Enacted in 1976, the law empowers the
Environmental Protection Agency (EPA)
with the authority to require reporting,
record-keeping and testing requirements
for new and existing chemical substanc-
es and mixtures.

Since TSCA was passed, it has not been
significantly amended, and as such has
been criticized by industry stakeholders
and policymakers alike as inefficient and

@ Global Business Reports // USA SPECIALTY CHEMICALS 2012

unable to provide EPA with the necessary
resources and authority to adequately im-
pose controls.

The piece of legislation to advance fur
thest in the way of TSCA reform, Senator
Frank Lautenberg (D-NJ)'s Safe Chemi-
cals Act, was moved to mark-up in July
2012 by the Senate Environment and Pub-
lic Works Committee. The Senate com-
mittee's approval of the proposed reform
was the first vote of its kind in 35 years.
Historic though it may be, the question
of whether Lautenberg’s bill is the way
forward is still a matter of debate.

The Safe Chemicals Act argues that EPA
is overburdened, citing the fact that the
agency has only been able to require test-
ing for 200 out of the over 80,000 chemi-
cals in TSCASs inventory. The bill proposes
shifting the burden of proof of a chem-
ical's safety to the chemical companies
themselves and increasing EPAs author
ity to evaluate this safety on the basis of
sound science.

Industry stakeholders have voiced con-
cerns that the bill would deal a severe
blow to the industry, imposing costly data
requirements for existing chemicals and
impacting their ability to bring new prod-
ucts to market.

While industry opposition is strong, stake-
holders have been brought to the table in
hopes that reform can be achieved in the
near future. "It is a possibility that we will
see reform in 2013, but it will be an uphill
battle to see any legislation pass. There
is still no consensus, but progress has
been made through dialogue between
legislators, NGOs, and industry repre-
sentatives,” said Mark Duvall, principal at
the environmental law firm Beveridge &
Diamond.

One thing is clear: the government's fail-
ure to reach consensus with regards to
chemical regulation modernization is do-
ing nothing to improve the confidence of
the post-crisis industry. Understandably,
many chemical industry players are un-
willing to invest in the capital necessary
for growth.

“Because this is a presidential election
year in the US, Nothing that should get
passed to stimulate the US economy is
getting passed in Congress,” explained
Madeleine Jacobs, executive director and
CEO of the American Chemical Society.
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“Companies are understandably not sure
about what is going to happen, and when
they are not sure, they do not take action.
They do not invest, they do not build new
plants and they do not hire more people
and that's what is going on right now.”
Another key regulatory issue for the
chemical industry is the Department of
Homeland Security’'s (DHS) Chemical Fa-
cility Anti-Terrorism Standards (CFATS).
The program has yet to be reauthorized
for the long-term, causing concern for
many companies who have invested mil-
lions of dollars in meeting these security
requirements.

“The CFATS program has proven to be
extraordinarily  successful. Implemen-
tation of CFATS has been controversial
because of how DHS has carried out its
responsibilities in evaluating information
submitted by companies,” said Duvall of
Beveridge & Diamond. “Overall, the in-
dustry itself has done a good job of look-
ing at its own vulnerabilities, and it is bet-
ter at making the safety-related decisions
than the government is. ”

“Chemical security is a huge issue for
our members,” said Chris Jahn, president
of the National Association of Chemical
Distributors (NACD). "Although CFATS
got off to a rocky start, DHS has done its
best to identify issues with the program
that need to be fixed. NACD believes that
CFATS as a whole is fundamentally solid
and the law itself needs to be extended
for the long-term and fully implemented
by DHS. We do not think it is necessary
to start over and waste all of the work
that has already been done!”

Country’s score over time

Source: Heritage Institute 2012 Institute of Economic Freedom
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“While regulatory response is important, it is just one facet of the suite of services that chem-
ical companies should be addressing. The reality is that we are entering a renaissance in
regulatory development worldwide: everything is moving in the direction of understanding not
only your chemistries, but what they do to the environment, to people, and how you should be
using them.”

Rich Hubner, Senior Consultant, Cardno ENTRIX

“The EPA does a great job with its regulation and enforcement, however, sometimes the bu-
reaucracy involved can be cumbersome, especially to a small business. Distributors play a
distinct role in the supply chain. We are not manufacturers and we are not end users. Many
times the regulations on our industry do not reflect our unique function. We have done some
business in Europe, but frankly, REACH requirements are so complex it makes it very difficult
for us to enter the European market. If more REACH-like regulations are implemented by the
EPA, the result would be catastrophic for small businesses like ours.”

Wendy Cleland-Hamnett,
Director of the Office of Pollution Prevention & Toxics, EPA

“Chemtura does quite a bit of advocacy to help promote sound science and a risk-based ap-
proach as a basis for regulations. This is critical for the industry. One of our objectives is
academic, promoting interest in the technical sciences, but we are also committed to showing
that we are good neighbors. We bring neighbors into our plants to demystify what is going on
in our pipes. We also deal closely with government officials to help them understand what is
important for the industry. Job creation has been a good way to get an audience in Washington
in the past few years.”

Craig A. Rogerson, Chariman, President and CEQ, Chemtura

“Historically, the primary role that a small company played was simply to offer cost savings
(as a result of lower overhead), but as the industry became more regulated, we have had to
substantiate our credibility and industry certification in all that we do. As a result, today many
of our customers are Fortune-100 companies.”

Jessica Fegan, Vice President Business Development,
- Technichem, Inc.
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Interview with

Lawrence D.

Sloan

PRESIDENT, SOCIETY OF CHEMICAL

MANUFACTURERS AND AFFILIATES

Can you provide us with some back-
ground information about SOCMA?
We were founded in 1921 as the Synthet-
ic Organic Chemical Manufacturers Asso-
ciation; in 2009 we became the Society
of Chemical Manufacturers and Affiliates.
SOCMA has three platforms: helping busi-
nesses become more productive and effi-
cient, instilling greater public confidence
in the chemical industry, and advocating
smart regulations and laws. An integral
side business, Association Management
Services (AMS), is a portal for us to run
the affairs of smaller trade associations.
When the EPA requests information on
particular chemicals, we will often take
the initiative to form consortia, banding
companies together to fund research. In
1984, we founded and later sold a trade
show called Informex, one of the first of
its kind for the speciality chemicals indus-
try. It has grown from 50 or 60 exhibitors
to around 450, and attracts anywhere
from 3,500 to 4,000 attendees.

The other facet of the chemical industry
that we have embraced is biotechnology.
This brings a very different breed from
the traditional organic or inorganic chem-
ical company. We created a new affiliates
group called The Society for the Commer-
cial Development of Industrial Biotechnol-
ogy. It focuses on the business side of
biotech, helping companies connect with
commercialized partners, and helping
with funding and the ability to scale up.

Why is there a stalemate over TSCA re-
form?

A bill has been introduced in the Senate
that would mandate an inconceivably high
bar regarding the definition of no-risk. You
have to look at it in terms of permissible
risk, based on the hazardous nature of
a chemical, plus its exposure potential.
Many of our members make raw materi-
als that are used in a very contained en-
vironment as additives and intermediaries
in other products which do not end up in
the final product used by the consumer
The legislation, which was amended by a

Senate committee along party lines, has
many other specific criteria. They want
states to be able to do their own thing;
we are concerned about state pre-emp-
tion, because of the growing patchwork of
regulations. There has been an emphasis
on every single chemical being proven to
be completely safe and harmless before
it can be entered into commerce. An-
other issue is the Confidential Business
Information; our companies have to rely
upon trade secrets, and if you release
the name of the specific chemical iden-
tity it could be picked up by competitors
like China. We understand the need to
provide an identity as part of a health and
safety study, but we are saying make it a
structurally descriptive generic name, not
the specific name, which can sometimes
give away valuable intellectual property.
Otherwise, we will see more and more
products imported from overseas, where
the regulations are sometimes more lax
And, as we have learned from the drug in-
dustry, imported products subject to less
stringent health and safety regulations
can result in unintended consequences
for American consumers.

Does the debate speak to the larger
issue of a lack of understanding about
the chemicals industry, and how do you
go about changing perceptions of it?
We have a long way to go in educating
lawmakers, and unfortunately there is a
lot of misinformation about visible chem-
icals. We ask our members to consider
inviting their respective congressman out
to their plants since many do not know
how this complicated legislation builds
upon and often conflicts with itself. The
last two administrations have promulgat-
ed a lot of regulatory changes, creating
confusion and uncertainty, and making
our members fearful of expanding their
businesses or pursuing new product lines
when they do not know what is coming
down the pike.

Are there any other issues SOCMA
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deals with that we have not touched
upon?

EPAs Chemical Manufacturing Areas
Sources rule seeks to control hazardous
air pollutants from the smaller, “area”
sources. There are now proposed changes
which could force some of our members
to acquire a Title V Permit, which is very
expensive and takes a long time to obtain;
they could potentially have to stop making
certain products either for a period of time
or permanently. This is troubling, because
we could lose our role as a global industry
and innovation leader, transferring busi-
ness and its risks to other countries.
Chemical Facility Anti-Terrorism Stand-
ards (CFATS) is the plant site security reg-
ulation. Industry and government worked
really well together to develop the pro-
gram in 2007 We have put hundreds of
millions of dollars into the program, and
feel it has been very successful; however,
we are concerned that it needs to be re-
newed for a block of time, rather than on
an annual basis to provide stability to the
Department of Homeland Security's im-
plementation activities. Similarly, R&D tax
credits have been re-authorized annually
for the last 20 years; most of our mem-
bers like it, but it breeds concern in the
industry when people cannot plan. Our
R&D tax credit is probably one of the least
competitive of OECD nations.

FDA reform is another focus area. One of
our affiliates under AMS is called The Bulk
Pharmaceuticals Task Force; last summer
it negotiated a deal with the FDA that
would grant the agency $300 million per
year to strengthen the FDA's oversight
of foreign drug facilities and streamline
applications for new drugs. The FDA Re-
form Act was introduced in Congress and
signed into law by President Obama in
July. e
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Miles Hutchings

HEAD OF BUSINESS DEVELOPMENT NORTH AMERICA —
CHEMICALS AND PHARMACEUTICALS, INTERTEK

Can you provide a brief overview of In-
tertek in the US?

The Americas account for about 30% of
Intertek’s global revenue and are there-
fore strategically extremely important.
The specialty chemicals industry is in-
creasingly facing margin pressures and
the gradual commoditization of products.
Being a global company, Intertek is very
well positioned to assist North American
companies looking towards global expan-
sion in all major regions, through services
such as product notifications or local labo-
ratory support in the countries of interest;
we can help meet their business objec-
tives from a standpoint of quality, safety
and sustainability. Much of this work is
done in the US. Our services range from
the commercial end of the supply chain;
inspecting cargo before it is released into
a country; as well as analytical R&D for
specialty chemicals companies developing
new products, and ensuring that clients
are compliant with regulations in new mar
kets. We are heavily involved with global
product regulations such as REACH, TSCA
and China notifications. To serve the spe-
cialty chemicals industry, we have labs in
Allentown that have advanced analytical
capabilities and Pittsfield that concentrates
on polymer and composite materials test-
ing. On the west coast, as well as in New
Jersey, we have pharmaceutical labs; and
in San Antonio we have an engine test
facility that does performance testing on
lubricants and fuels as well as emissions
testing. A pilot plant facility in Pittsburgh
can evaluate catalysts used in the special-
ty chemicals industry for their efficiency
in catalyzing chemical manufacturing pro-
cesses. These facilities are all very unique
in their capabilities and work together to
provide solutions to our specialty chemical
customers.

Why do companies not regard analyt-
ical testing as a core business compo-
nent?

As specialty chemicals companies look
diligently at costs they have to determine
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which activities are core, and some are
deciding that analytical testing is non-core
t. They regard the innovation of new prod-
ucts to be core, but what they need are
test results to interpret. Companies do
not necessarily need the scientists to gen-
erate the lab results; their resources can
then be focused on core activities such as
innovation and product development. Of
course, some companies do want to keep
everything under their own control; Inter
tek has a strong track record of laboratory
outsourcing in Europe and this is now be-
ing developed in the US.

How has companies investing more in
specialty products changed Intertek’s
business model?

The movement towards specialty chemi-
cals provides Intertek with the opportunity
to offer our customers advanced solutions.
The more complex the new chemistry and
regulations become, the more knowledge
and is required to characterize products
and to ensure they are safe. Intertek has
extensive toxicological consulting exper
tise that can assess the health and safety
implications for new specialty chemicals.
Specialty chemicals generally require more
sophisticated analytics, which our clients
often don't possess. Introducing these
new products to market also requires the
regulatory support that we can supply.

How can Intertek help their clients
to navigate the changing regulatory
framework?

The biggest challenge is keeping up with
regulations, because they are moving
quite quickly; however, Intertek’s repre-
sentatives involved in the consortia for
REACH in Europe keep us well updated,
and we have regulatory experts sitting on
panels looking at specific product types,
so we can articulate what is going on to
US clients. It is not only knowledge of
regulations that is important, but also re-
lationships and credibility with authorities
in those countries; for example, Intertek
can approach the FDA about a specific
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product notification and get feedback on
our suggested approach. More companies
are outsourcing this sort of activity due
to its regulatory complexity coupled with
globalization and the need to control costs.
Intertek’s reputation is extremely impor-
tant; if the company does not meet time-
lines, or fails to come across as subject
matter experts, credibility obviously takes
a big hit. Intertek ensures that its experts
are up to date and projects are well de-
fined to avoid a mismatch of expectations
with our clients.

Do you see Intertek diversifying through
organic growth or acquisitions?

Intertek will diversify through both or
ganic growth and acquisitions. We have
grown significantly through acquisitions
such as Moody International, and our or
ganic growth at constant currency was
also close to 10% for the first half of this
year. The specialty chemicals supply chain
is very diverse and complex; although we
participate across many part of the supply
chain there are still gaps in our portfolio
that we would look to fill through acquisi-
tions or building internal capabilities.

Where would you like to see your divi-
sion of Intertek in five years’ time?

Our chemicals and pharmaceuticals divi-
sion will remain extremely important, es-
pecially as Intertek's various divisions help
each other by providing joined up solutions.
In five years’ time, we will be fully leverag-
ing our complete portfolio of services to
serve our customers in industries, such
as specialty chemicals, thus becoming a
trusted partner integral to our customers’
success. Intertek is a unique company in
the full breadth of global expert services it
offers. As the world becomes more global,
we can really help our clients ensure they
can deliver safe, quality products. ®
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The
Importance
of US
Chemical
Reform

As the USA elects its next president, a
game-changing reform for the country’s
chemicals industry hangs in the balance.
A reshuffling of Congress could determine
the future of the Toxic Substance Control
Act (TSCA) reform, ending a period of un-
certainty that is stymieing growth and in-
novation at a crucial time of recovery.
After turbulent years in the wake of the
global financial crisis, the US chemicals
industry is on its way to recovery with a
modest growth rate of 2%. Yet as the in-
dustry moves to recoup, many challenges
lie ahead. Not only do US chemicals face
heightened competition from emerging
markets, but the lack of regulatory mod-
ernization places the sector in the uncom-
fortable position. Regulations are growing
tighter worldwide, and the United States
is struggling to follow suit with a reformed
policy that clears political divisions, indus-
try approval and public concern.

Decisive action on regulatory reform is
crucial in the wake of the crisis and in the
face of rising international competition.
However, with the upcoming elections
and the eventuality of a “lame duck” Con-
gress, the prospects of imminent action
are slim, effectively tabling any legislative
action until well into 2013. As a result, in-
dustry players are unwilling to invest the
necessary capital for growth.

“Nothing that should get passed to stimu-
late the US economy is getting passed in
Congress,” explained Madeleine Jacobs,
executive director and CEO of the Ameri-
can Chemical Society. “Companies are un-
derstandably not sure about what is going
to happen, and when they are not sure,
they do not take action. They do not invest,
they do not build new plants and they do
not hire more people and that is what is

going on right now.”

The law that regulates the US chemicals
industry, the TSCA, was enacted in 1976
and has not been significantly amended
since. TSCA grants the US Environmen-
tal Protection Agency (EPA) the authority
to require reporting, record keeping and
testing requirements for new and existing
chemical substances and mixtures.

Over three decades old, TSCA is not up to
date with advances in science and tech-
nology. It has been criticized as inefficient
and unable to provide EPA with the neces-
sary resources and authority to adequately
impose controls. A main issue of concern
is the lack of safety rulings made on exist-
ing chemicals that were grandfathered in
at the start of the program.

Of the many regulatory reform bills that
have recently been introduced in Con-
gress, one of the most notable is Senator
Frank Lautenberg (D-NJ)'s Safe Chemicals
Act. EPA is overburdened, the bill argues,
citing the fact that the agency has only
been able to require testing for 200 of the
over 80,000 chemicals inTSCA's inventory.
The Safe Chemicals Act proposes shifting
the burden of proof of a chemical's safe-
ty to the chemical companies themselves
and increasing EPAs authority to evaluate
this safety on the basis of sound science.
The suggested actions would include re-
quirements such as minimum data sets
for every chemical a company produces
and a system of chemical prioritization
based on risk, in addition to less contro-
versial measures such as the promotion of
green chemistry, a trend which has been
wholly embraced by the industry.
Lawrence Sloan, president of SOCMA,
the leading trade association representing
the batch, custom, and specialty chemical
industry, described the draft bills prom-
ulgated by the Democrats in the Senate
as nonstarters. “What they mandate is an
inconceivably high bar in terms of the defi-
nition of risk,” said Sloan. “You have to cal-
culate permissible risk from the context of
the hazardous nature of the chemical, plus
the exposure potential of the chemical.”
Lautenberg’'s Safe Chemicals Act would
allow states to enact their own regulatory
laws, which would generate duplicity and
further complicate a company's ability to
meet regulatory standards. The high im-
plementation costs of the proposed re-
form would further jeopardize job creation
and innovation in the sector.
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These reforms would disproportionately
impact small- to medium-sized compa-
nies, which are a key driver of the special-
ty chemicals segment of the industry. Out
of SOCMASs over 230 members, 70% are
small- and medium-sized businesses. In-
novation is crucial to the sector’s compet-
itiveness and regulatory uncertainty com-
promises the US's strength in this area.
“These regulations are so complicated
that they are actually forcing SOCMAs
members to reconsider product lines,
allocations of resources and markets to
serve,” said Sloan. “This is scary for the
industry, because we could lose our role
as an innovation leader in the world. When
this business goes to another country, we
are just transferring the risk elsewhere and
creating new concerns about the quality of
these products coming from abroad.”

The current wait for reform is further ag-
gravated by the imposition of stricter reg-
ulation schemes worldwide. Rich Hubner,
a senior consultant at Cardno ENTRIX, a
global environmental and natural resource
management consultancy, described the
era as a renaissance in worldwide regula-
tory development.

“We are coming to a globally more nu-
anced understanding between regulating
on hazard and regulating on risk. Systems
are coalescing around the recognition that
the data we are collecting can do a lot
more. We are able to understand not just
the chemistries of substances, but also
what they do in the environment and how
they affect people.”

The EU adopted in 2006 the most stringent
regulatory system for industrial chemicals
to date, and is in the process of rolling out
its regulations to be in full force by 2015.
The legislation, called REACH, establishes
a comprehensive system for EU member
states to register and provide information
on over 30,000 chemicals. REACH is in
part a reaction to the failures of TSCA, and
its enactment provides further impetus for
the United States to bring their framework
up to a new global standard. The expected
rollout of a comparably strict Chinese reg-
ulatory framework only adds to the neces-
sity for US reform.

What all sides can agree on is that the
sooner they reach a consensus, the better.
Once the fall elections take their toll on
partisan dynamics in the political system,
the industry is hoping that 2013 will be a
year of action.
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Mark Duvall

PRINCIPAL, BEVERIDGE & DIAMOND

Can you give us an introduction to
Beveridge & Diamond?

Beveridge & Diamond is the largest law
firm in the United States that focuses on
environmental law, land use, and related
litigation. Among other practices, we look
at all aspects of chemicals, particularly in
respect to litigation and regulation. We
have clients that are specialty chemical
manufacturers, basic chemical manufac-
turers, distributors of chemicals, and trade
associations for chemical companies. We
have offices in the US but provide advice
to clients on environmental requirements
in many foreign countries and at the inter
national level. We also have a network of
attorneys in other countries with whom
we correspond, and they are able to pro-
vide supplemental services to our clients
regarding foreign laws.

What are typical issues that a chemical
industry client would bring to the firm?

There are a variety of circumstances in
which clients approach us. Sometimes
people have questions about the meaning
of current requirements, so we help them
through the guidance documents or bring
their questions to the relevant agencies.
Sometimes we have clients who want to
advocate a position on a regulatory require-
ment, often because there is a proposed
rule out there, or because they would like
to see a proposed rule out there. Beveridge
& Diamond also does a certain amount of
lobbying in Congress with respect to the
legislation related to the chemicals indus-
try, and we also help companies resolve
enforcement situations that they may find
themselves in.

How would you define the state of TSCA
legislation at the moment, can we ex-
pect to see reform in 2013?

It is a possibility that we will see reform
in 2013, but it will be an uphill battle to
see any legislation pass. The composition
of the next Congress and who is elected
president will significantly influence the
likelihood of TSCA legislation being passed.
Bills have been introduced in 2005, 2008,
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2010, and 2011, but they have all been too
extreme, even when amended. There is
still no consensus, but progress has been
made through dialogue between legisla-
tors, NGOs, and industry representatives.
An important factor will be if the Republi-
cans remain as hostile to EPA regulation as
they are now. Ironically, EPA may have un-
dermined its own efforts for TSCA reform;
it has stepped up the implementation of
the existing statute in the past four years,
so if people think the existing framework is
doing an adequate job, they may be com-
placent about not updating it.

EPA has pushed to use its authority un-
der the Clean Air Act to improve securi-
ty standards at chemical plant sites. Do
you think this is a positive step or a mis-
guided action?

The Department of Homeland Security has
regulatory authority over chemical plant se-
curity, and the CFATS (Chemical Facility An-
ti-Terrorism Standards) program has prov-
en to be extraordinarily successful. There
does not appear to be the need for EPA
to expand the application of its regulatory
powers under Section 112(r) of the Clean
Air Act, as the legislation was designed to
address accidental releases, as opposed to
security-related releases. It is important
for the industry to be aware of what the
actual requirements are. Implementation
of CFATS has been controversial because
of how DHS has carried out its responsi-
bilities in evaluating information submitted
by companies. Overall, the industry itself
has done a good job of looking at its own
vulnerabilities, and it is better at making
the safety-related decisions than the gov-
ernment is.

In the absence of federal regulatory re-
form, many states have come out with
their own initiatives for chemical regula-
tion; have these made it harder for your
clients to do business?

There are three kinds of state restrictions.
One is chemical-specific restrictions, such
as bans on specific chemicals and specific
applications. The second type is generally
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called green chemical requirements, which
are based of lists of chemicals that are
considered problematic; these are mainly
public disclosure requirements. The third
category is California's proposed green
chemistry requirements, which are so ag-
gressive and ambitious with respect to the
obligations they create for producers of
consumer products that they merit their
own category. An impact of all state re-
strictions is that they create a confusing
web of differing restrictions for nation-wide
companies. This impact is compounded by
California and other large-state restrictions
because they can become, in effect, na-
tional standards as companies must satisfy
them or choose to create an entirely differ-
ent product just for the California market.
One reason the industry broadly supports
TSCA reform is that it would create a sin-
gle set of national standards that would
replace differing state-to-state restrictions,
such as California’s. A national standard
would also benefit companies in that they
would only have to be aware of one set of
requirements, instead of having to keep
track of 50 different standards.

What are Beveridge & Diamond'’s
strengths as a law firm serving the
chemical industry?

Beveridge & Diamond has an excellent rep-
utation with EPA and other agencies. We
have a breadth and depth of experience
that is not usually seen in other law firms.
We have specialized groups for air, water,
waste, chemicals, and the international
components of these areas. Air, water,
and waste are the traditional environmen-
tal issues, but we have one of the lead-
ing practices that is specifically related to
chemicals. Beveridge & Diamond works at
the intersections of state, federal, foreign,
and international requirements, so that our
clients are fully aware of requirements. ®
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George Misko

ATTORNEY AT LAW, KELLER & HECKMAN

Can you give us an introduction to the
firm?

Keller & Heckman is a Washington DC-
based law firm that is celebrating its 50th
anniversary this year. e are a global firm,
with additional offices in San Francisco,
Brussels, Shanghai and Indianapolis. The
firm has two components to it: we start-
ed off as a telecommunications firm, but
we have developed a practice in the FDA
area that has expanded over time to en-
gulf the environmental area and chemical
regulations. What makes us unique is that
we have had scientists on staff at the firm
since the 1970s to help us apply a practical
angle to our problem-solving. We are able
to resolve a client’s issue by doing a syn-
thesis of the law and the science, which is
a very unique way of practicing law.

What is the significance of chemical in-
dustry to the firm?

We deal with all aspects of the chemical
industry—not only smaller, specialty chem-
ical companies but also some of the big
petrochemical companies. Our practices
break down into the Food and Drug Ad-
ministration (FDA) area, the Occupational
Safety and Health Administration (OSHA)
area, the environmental area and Consum-
er Product Safety Commission (CPSC).
While we deal with some other industries
as well, most of that work emanates from
the chemicals and plastics industry. We
also deal with most of the products used
in packaging, which are heavily regulated
throughout the world.

How has your client base been evolving
in terms of industry trends—Are you
seeing a lot of growth coming from bi-
otechs, for example?

Companies need to develop their biotech
and nanotechnology capabilities and we
certainly help them out in this area. Na-
notechnology is something that has really
been developing over the past few years
now, not only in Europe but also in the
United States. Established companies like
DuPont, which are on the cutting edge of
innovation, have to stay on top of these is-

sues. Start-ups as well need assistance in
this area when it comes to understanding
regulatory barriers to entry into the market.
We not only counsel on regulatory issues
but we also help our clients actually put
together the submission and applications
necessary to clear these products through
EPA and FDA.

When it comes to TSCA reform, do you
think Senator Lautenberg’s proposed
Safe Chemicals Act is a positive step
forward?

There are a number of big issues with
Lautenberg’s bill, most notably the pro-
posed standard of reasonable certainty of
no harm. The current standard we use is
unreasonable risk of harm, which in other
words means you need to have a cost-ben-
efit balance when evaluating risk. Reason-
able certainty of no harm is essentially the
standard that FDA uses when assessing
what is going to be added to a food. For the
reasonable certainty of no harm standard
to apply to any type of chemical product
would be very extreme. It is going to be
virtually impossible to find chemicals that
would be able to actually meet that stand-
ard —a lot of drugs would not even meet
the standard.

The bill also would impose an aggregate
exposure standard that means you would
have to determine a reasonable certainty
of no harm from all types of exposures.
Even if you could meet the standard, it
would be almost impossible to get the
data together to prove that you have actu-
ally met the standard. It is a huge obstacle
to the industry overall in order to be able
to develop new products or even estab-
lish the safety of products that have been
on the market for years. The data require-
ments are overboard, especially as far as
new chemicals are concerned. The current
new chemical program at EPA has been in
effect since 1976, and it has been effective
at stopping things and requiring additional
data when needed. Requiring a minimum
data set for the agency when it does not
seem to be called for will increase cost and
make things more difficult, but will proba-
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bly not provide any human health or envi-
ronmental benefit.

How difficult is it for clients to bring new
products to market when they face over-
lapping regulations from the different
regulatory agencies?

When you have to deal with more than one
regulatory agency—not just in the United
States but abroad as well—you need to
have a strategy of how you are going to put
the data together to meet all the agencies’
requirements in an efficient way that does
not duplicate studies. As an example, an-
timicrobial products are regulated by both
FDA under some applications and by EPA
under FIFRA for pesticide applications. It is
understood why you have different agen-
cies regulating the different applications for
a product. However, you need a basic un-
derstanding of which agency you will likely
to be more quickly successful with. From a
business perspective, this will allow you to
target this agency first, bring the product
to market for that specific application and
then be able to support the rest of the reg-
ulatory process with the profits from this
initial market.

How is Keller & Heckman the law firm of
choice for chemical clients in navigating
these complex regulatory issues?

We have the ability to digest the science
and the technology behind chemical prod-
ucts and then present that to a regulatory
agency to demonstrate that a product has
the data or the applications that are neces-
sary to show that it is safe. We are able to
do that on a practical basis as opposed to
just a legal basis. If a company has to go
to court to fight a regulatory agency just to
get their product on the market, that is a
losing product for them. The more we are
able to take our clients and keep them out
of court, the better off we are. ®
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Reauthorization of
CFATS a High Priority
for DHS, Chemical

Industry

SOCMA, the Society of Chemical Manufacturers
and Affiliates, Inc., is the only U.S. based trade
association dedicated solely to the batch, custom
and specialty chemical industry. From its office in
Washington, DC, SOCMA advocates for U.S. laws
and regulations that affect our members' competi-
tiveness and bottom line. SOCMA member compa-
nies encompass every segment of the industry and
manufacture tens of thousands products annually
that are valued at $24 billion. The industry’s impact
on U.S. GDP is upwards of $2.9 trillion.

Larry Sloan is currently President and CEO of
SOCMA. He focuses SOCMA's efforts on increas-
ing public confidence in this industry sector, cham-
pioning the passage of rational laws and regula-
tions, and maximizing business opportunities for
all SOCMA member companies. Prior to joining
SOCMA, Larry served as President of the Adhesive
and Sealant Council from January 2005 to February
2010. Larry graduated magna cum laude from the
University of Pennsylvania with a Bachelor of Sci-
ence in Chemical Engineering.
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By Lawrence D. Sloan, SOCMA President & CEO

Despite recent challenges the U.S. De-
partment of Homeland Security (DHS)
has endured with implementation of its
Chemical Facility Anti-Terrorism Stand-
ards (CFATS) program, a high-ranking
agency official says it is a top priority to
work toward permanent reauthorization.
Speaking at the 2012 Chemical Sector
Summit in Baltimore, MD, last sum-
mer, National Programs and Protection
Directorate (NPPD) Under Secretary
Rand Beers said DHS has made a lot
of progress over the years and built up
the CFATS framework in a short period
of time. However, an internal DHS as-
sessment in December 2011 identified
significant shortfalls in the progress of
reaching compliance. The report de-
tailed serious administrative and person-
nel problems as well as a lack of proper
staff training programs and inadequate
spending controls.

Beers says his department is learning
from its mistakes and moving forward
to make substantive improvements. And
while it is difficult to project the level of
funding that will ultimately be approved
by Congress for the next fiscal year,
Beers said DHS will work toward perma-
nent reauthorization of CFATS.

The Society of Chemical Manufacturers
and Affiliates (SOCMA), a trade associ-
ation representing batch, custom and
specialty chemical manufacturers, com-
mends DHS for conducting the internal

review to identify and subsequently
remedy problems with the CFATS pro-
gram. The association continues to voice
its support for the program’s continua-
tion and urges Congress to differentiate
between the administrative challenges
plaguing CFATS and the appropriateness
of the standards themselves. Moving
forward, Congress needs to enact a
long-term reauthorization of CFATS to
eliminate the uncertainty of one-year
reauthorizations which do little to help
the chemical sector allocate proper re-
sources and plan more effectively.

Biggest CFATS Challenges

The biggest challenges facing CFATS in-
volves the site security plan (SSP) pro-
cess, according to David Wulf, Director
of DHS's Infrastructure Security Com-
pliance Division (ISCD), which oversees
the program. At the Baltimore Summit,
Waulf said the agency was “not as far
along in the process as we had hoped.”
But DHS has taken steps to address the
issues. Case in point — ISCD has devel-
oped an action plan to monitor the SSP
inspection and authorization process.
The action plan contains 95 items, and
DHS has completed a large majority of
these to help advance the program, Wulf
said.
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Major action items in the plan include
development of standard operating pro-
cedures for inspections and an inspec-
tor handbook. DHS has also incorporat-
ed deliverables from an inspector tools
work group into its training.

In November, Wulf reported to SOCMA
members that the agency authorized
120 SSPs, including some Tier 2 sites,
and conducted 30 to 40 inspections of
regulated facilities.

"We are pleased with progress on the
action plan,” Wulf said. The department
is also looking to ramp up the pace of in-
spections in 2013. Beginning in January,
DHS expects to conduct 40 inspections
and 40 authorizations each month.

"By November, we would like to have
400 SSPs approved,” Wulf told SOCMA.
DHS is looking to form industry fo-
cus groups to assess what the agency
needs to do differently with the SSP
tool in order to avoid data entry errors.
Wulf said the agency hopes to develop
a more intuitive system that will assist
with authorizations and approvals and
avoid the back and forth to clarify infor
mation.

Next year, DHS is expected to issue an
Advanced Notice of Proposed Rulemak-
ing to solicit public comment on how
to improve CFATS. We expect this will
also include possible changes to the list
of chemicals regulated under the pro-
gram, known as Appendix A. SOCMA
is planning to comment and will closely
watch any major changes made to the
program.

Congressional
Reauthorization

The internal audit of CFATS, which was
widely publicized upon its release by the
media, was a game changer in terms of
long-term or permanent reauthorization
of the program, according to Congres-
sional staff working on the issue.

As a result of the problems hindering
DHS's implementation of CFATS, Con-
gress will likely maintain close oversight
of the program by extending it on a year

by-year basis, according to congression-
al staffers. They also stress that CFATS
needs to be operating in a way that Con-
gress can feel more confident about,
and continuity in the program and its
leadership is critical.

Beers and other DHS leaders, includ-
ing Deputy Under Secretary Suzanne
Spaulding, are also focusing on the
positive aspects of the CFATS program.
Spaulding says that CFATS has already
taken measurable steps toward a safer
America. More than 2,700 facilities have
already reduced their risk profile suffi-
ciently enough that they no longer war
rant regulation under the program.

DHS advocates that CFATS is clearly
driving facilities to proactively reduce in-
herent hazards, thereby avoiding trans-
fer of risk to some other point in the
supply chain, which also makes good
economic sense.

For CFATS to work effectively, Congress
needs to adequately fund it. It is implau-
sible to expect DHS to make progress
in meeting the Congressional intent of
CFATS if Congress undermines it with
severe cuts to the program. Such a sce-
nario would set the Department up for
failure.

Personnel Surety

In July 2012, DHS withdrew from the Of-
fice of Management and Budget (OMB)
its Information Collection Request (ICR)
for a proposed employee vetting pro-
gram. DHS previously recommended
a personnel surety program to obtain
facility-based information on personnel
accessing sites regulated under CFATS.
The original proposal had undergone a
number of revisions following months of
negotiations with industry and was likely
far too amended to be approved by the
OMB, which vets all federal regulatory
changes before they are finalized.

DHS officials said they withdrew the
program in order to have open dialogue
with industry. DHS's goal is to develop
a program — a requirement under Risk
Based Performance Standard 12 of
CFATS - that will not hinder industry's

ability to work, yet still meet national se-
curity standards. Officials hope to move
quickly through the analysis process and
resubmit the program as soon as possi-
ble as the agency cannot proceed with
final facility compliance approvals with-
out addressing risk-based performance
standards under CFATS, which deals
with personnel surety.

Additionally, during a Congressional
hearing on September 11, 2012, DHS
mentioned that it was open to the idea
of allowing facilities to use Transpor
tation Worker Identification Credential
(TWIC) cards, issued under the Maritime
Transportation Safety Act (MTSA) that
regulates some portside chemical facil-
ities, to satisfy the screening require-
ments under CFATS if cards are scanned
through an electronic reader.

CFATS Funding

Repercussions of DHS's internal as-
sessment could also impact funding for
CFATS. Authorization for the program
was extended by a continuing resolu-
tion through March 27 2013 and funded
at fiscal year 2012 levels. However, the
U.S. House of Representatives-passed
Homeland Security appropriations bill
for 2013 provides only $45.4 million for
CFATS, $29.1 million below the amount
requested by the administration and
$479 million below the previous year's
level of $93.3 million. In an accompany-
ing report to the bill, the Appropriations
Committee said the reduction in funding
is due to “significant managerial prob-
lems, program delays and poor budget
execution.”

The U.S. Senate Appropriations Com-
mittee approved its own Homeland Se-
curity appropriations bill in May 2012,
which preserves almost $87 million for
the CFATS program — nearly double the
amount of funding in the House bill.
However, the full U.S. Senate has not
voted on the bill.

DHS is hopeful there won't be a funding
cut and the program will have a budget
it can work with, Wulf said. However, if
the House budget were to be approved,

DHS would have to make difficult deci-
sions about priorities for the program.
Waulf said it would be difficult to sustain
much of an operation, and it could mean
barebones inspections and jeopardize
SSP review activities. “But | am confi-
dent we will get a budget that works,”
he said.

Renewed push for EPA
Regulation of CFATS

In recent months, environmental groups
have been calling on the Environmental
Protection Agency (EPA) to use its au-
thority under the Clean Air Act to reg-
ulate chemical security and require the
use of inherently safer technology (IST)
as a security measure. Several com-
prehensive government regulations,
such as OSHAs Process Safety Man-
agement standards, already address
the safe management of chemical pro-
duction, use, and storage, making this
effort pointless. Furthermore, chemical
manufacturers, as part of their process
culture, most often consider safer alter-
natives before they begin a manufactur
ing process. In cases where it is feasible
for the facility or the requirements of the
specific process, facilities often do use
alternatives.

This renewed push for EPA regulation
came on the heels of the internal au-
dit that found significant administrative
challenges to DHS's implementation of
the standards. With the increased scru-
tiny on DHS's management of CFATS,
proponents of prescriptive mandates
on industry have asked current EPA
Administrator Lisa Jackson to look into
her agency's ability to regulate chemical
security under the vague Section 112(r)
General Duty Clause (GDC) of the Clean
Air Act and subsequently require facili-
ties to implement IST.

The agency has yet to issue any pro-
posed rule detailing enforcement or
compliance. Furthermore, EPA, as well
as the Justice Department, has already
said the agency doesn't have the au-
thority under the Clean Air Act General

Duty Clause to require covered chemi-
cal facilities to make process or security
changes to address the threat of ter
rorism, and the Labor Department has
expressed a similar view regarding the
authority on which that General Duty
Clause was modeled.

In August 2012, Congressman Mike
Pompeo (R-KS) introduced legislation
requiring the EPA to clarify key terms of
the GDC before the agency can contin-
ue using it to cite facilities for perceived
violations, as fines have been issued dis-
proportionately under the clause across
EPAs 10 administrative regions.

In addition to clarifying the GDC's terms,
the SOCMA-supported bill reaffirms that
the EPAs mission is environmental pro-
tection, not homeland security.

The Road Ahead

CFATS is the most robust and compre-
hensive chemical security regulatory
program to date. The regulation pro-
tects facilities against attack without
impairing the industry’s ability to remain
innovative and to maintain some of the
nation's highest paying manufacturing
jobs. Further, the secretary of DHS has
the authority to levy significant fines on
a facility for non-compliance, and can
even shut down a facility. If Congress
were to end the program, it would im-
mediately throw the security efforts of
thousands of facilities into limbo, cre-
ating a major setback to the public's
justifiable expectations that industry
and government can work together to
secure chemicals produced or stored by
CFATS facilities. Moving forward, DHS
must do more to engage the chemical
sector and be held ultimately account-
able for its success. David Wulf and
Deputy Under Secretary Spaulding are
working diligently to ensure as large an
outreach to the industry as possible,
which is a step in the right direction.
Conversely, Congress must continue to
conduct regular diligent oversight, with
the intent to ensure regulatory certainty
for the program without jeopardizing it
through budget cuts.

s
i T Y S
Courtesy of Lonza

@ Global Business Reports // USA SPECIALTY CHEMICALS 2012 Industry Explorations Industry Explorations Global Business Reports // USA SPECIALTY CHEMICALS 2012 @



Courtesy of CMC

Changing
Strategies:
How the USA
Is adapting to
a new global

economy

“We must continue to be in touch with the market fluc-
tuations, and be flexible in working within it. This is
especially critical in the specialty chemical industry: tak-
ing advantage of any given situation and moving quick-
ly to adapt.”

- Len Glass, President, Morre-Tec Industries Inc.
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Manufacturing

Returning chemicals to American soil

Largest Specialty
Chemical Segments

Source: IHS

1. Specialty polymers

(engineering thermoplastics, specialty films,
high-performance thermoplastics)

2. Industrial and institutional
cleaners

3. Electronic chemicals

(IC process chemicals, PCB/packaging chemicals)

The US chemical industry is beginning to
see a resurgence in domestic manufac-
turing; after industrial production fell by
significantly over 10% during 2008 and
2009, it has since grown every year, al-
most equaling pre-crisis levels.
This growth is partly due to a simple
recovery of demand, but it would be a
mistake to attribute it to such simplistic
analysis. The advent of shale gas has at-
tracted manufacturers tempted by future
guaranteed low-cost feedstock, and in an
age when protectionist measures and
economic nationalism appear to be on
the rise around the world, domestic man-
ufacturing allows chemical companies to
offer their domestic US clients a surety of
supply that they would otherwise have to
source from abroad, which would leave
customers open to increased tariffs and
other cost pressures outside of their con-
trol.
“Croda has learned from our customers
that they want supply chain surety and
part of surety comes from being able to
source near where you are going to use
the product. We have a large manufactur
ing footprint in North America because
this is what our customers want from
us,” said Kevin Gallagher, President of
Croda Inc.
J. Christopher York, North American pres-
ident of Bluestar Silicones, echoed the
importance for their company. “For sil-
icones, the cost is in capital equipment
and raw materials such as methanol, sili-
con, copper and platinum. Our strategy is
to be close to our customer base in order
to be responsive to the evolving needs of
our markets.”

In addition to supply chain surety, US
chemical manufacturers are able to re-
lieve some of the uncertainty surround-
ing intellectual property security in
emerging chemical manufacturing des-
tinations. Kate Donohue, Hampford Re-
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search's president, explained that “in the
United States customers are guaranteed
intellectual property protection and Amer-
ican manufacturers can ensure that their
customers will not be out of production,
which limits any negative impacts on the
supply chain!”

Indeed, chemical companies such as
DSM often have multiple bases; manu-
facturing their more established or less
specialized products in low-cost jurisdic-
tions, yet reserving their more advanced
chemicals for production in the USA.
“Our more intellectual property-sensitive
manufacturing is carried out in the United
States, as a lot of the company’s sales
are driven by our rich intellectual property
portfolio,” said Alexander Wessels, pres-
ident and CEO of DSM Pharmaceutical
Products, and chairman of DSM North
America.

According to Dave Mazzarell, presi-
dent of Lab Express International Inc., a
manufacturer of niche materials for the
pharmaceutical and specialty chemicals
industries, many customers have had
“nightmare experiences” with Chinese
and Indian manufacturers. “Pricing has
gone up in these countries, but quality
has not. It is approaching the point where
it just no longer pays to source from
them. Regulations are tightening in over
seas manufacturing; the FDA has a bigger
presence, and will shut down those who
are not complying with US regulatory
measures.”

Yet while these reasons of surety of sup-
ply, ability to cater to the client’'s supply
chain concerns and protecting intellectu-
al property have combined to make the
USA more attractive as a manufacturing
destination, it is also true that other loca-
tions have become less attractive. Labour
costs, arguably the primary factor contrib-
uting to the general exodus of manufac-
turing companies in all economic sectors
from the USA, Western Europe, and oth-
er developed jurisdictions such as Singa-
pore, are no longer as disparate as they
once were. Wages in the Pearl River Del-
ta in China, for example, have increased
10% this year, and, coupled with rising
land prices and tightening environmental
and safety regulations, China's cost ad-
vantages are not what they used to be.
“China used to offer savings of five to 10
times over suppliers from other countries

continued on page 34
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competing on the same material. Labour
costs in China are increasing quickly, part-
ly because of the high demand for chem-
ists generally, and also for more highly
trained chemists with an American or Eu-
ropean background. The Chinese educa-
tion system has been opened up to allow
a lot more students in each classroom,
while the number of expert teachers has
not increased at the same rate. So the
level of training is not quite as good as it
once was," said Charlie Lewis, president
of AcceleDev Chemical LLC, a custom
synthesis organization with R&D and
manufacturing sites in both the United
States and China, and a perfect example
of a growing trend.

“Over time, it made sense for AcceleDev
to also integrate R&D back into the Unit-
ed States as the reduction of real estate
prices and the cost of hiring chemists be-
came much more cost effective, and be-
gan closing the gap with China. This US
site now fits well within our overall low
cast business model, while adding addi-
tional capability and team expertise for
our customers.”

What is often overlooked when discuss-
ing the regulations, market size, feed-
stock, or other factors contributing to the
attractiveness of a manufacturing desti-
nation is the particulars of the clients. The
USA is a market of over 300 million peo-
ple, but arguably more important is the
concerns that these potential customers
have; and it is not only American compa-
nies who can recognize this.

Kureha America, a Japan-headquartered
global specialty products company, is ex
periencing growth in emerging markets,
particularly China, yet the US continues
to be a very important market. To solidify
its presence, in 1992 Kureha established
a joint venture with Ticona, the engineer-
ing polymer division of Celanese to man-
ufacture, market and sell polyphenylene
sulphide resins for use in the aerospace
and automotive industries. “We are the
first overseas manufacturer of short car
bon fibers in China, but it is important
to maintain our American manufacturing
base in this sector; US customers will
always require short delivery times and
support from local suppliers,” said Jeff
Zhang, executive vice president at Kure-
ha America. ®
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Interview with
Alexander Wessels

PRESIDENT AND CEO, DSM PHARMACEUTICAL PRODUCTS,
AND CHAIRMAN OF DSM NORTH AMERICA

Can you provide us with a brief over-
view of DSM'’s presence in the United
States and what importance the region
has for the company’s global strategy?
DSM's global headquarters are based in
Europe. The company's focus has shifted
from basic and specialty chemicals to-
wards the biotechnology sphere. DSM has
been actively investing money and resourc-
es in order to diversify its portfolio into the
material and life sciences arenas. In the
last 18 months DSM completed three ma-
jor acquisitions in the United States, in ad-
dition to a number of smaller acquisitions.
The United States is a significant market
for DSM and accounts for around 25% of
the company’s global turnover of €9 bil-
lion. The manufacturing base in the United
States has expanded significantly during
the last two years to increase the capacity
of DSM businesses in material sciences
and life sciences. (Bio)chemical manufac-
turing in the United States has become
more competitive due to energy costs,
and labor costs and practices, the regula-
tory environment, and intellectual property
protection, making the United States an
attractive destination for investors. DSM's
manufacturing base is global and increas-
ingly focused on high added value chains
close to its customers.

What is the strategy behind the in-
creased focus on specialty chemicals?

DSM focuses innovation towards global
issues and developments, which are re-
lated to global shifts, energy and climate,
health and wellness, and other themes
that will be real challenges for the planet.
Innovation is one of the company’s main
growth drivers; in addition to sustainability,
high growth economies, and acquisitions
and partnerships. For innovation, we have
metrics regarding the number of sales that
are generated from newly introduced prod-
ucts. Another important driver for the com-
pany is sustainability, which is an integral
part of our business model; many of our
plastics are manufactured to be more sus-
tainable from a manufacturing and carbon
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footprint perspective. DSM is also focused
on high growth economies and mergers,
acquisitions and partnerships. The new
portfolio has moved more towards intel-
lectual property intensive industries. DSM
increased market presence in North Amer
ica through acquisitions such as Ocean
Nutrition, which expanded our food enrich-
ment growth platform, and Kensey Nash,
which strengthened our biomedical busi-
ness. Companies were acquired to expand
competencies and product portfolios for
DSM. In addition to pharmaceuticals, per-
formance materials and nutrition, we have
built two new emerging business areas:
Biomedical and Bio-based Products and
Services. DSM is working with POET, one
of the largest bio-fuel producers in North
America, to build the first commercial sec-
ond-generation biofuel facility in the United
States. We have focused our technology
portfolio around the cellulosic feed stock
component for biofuel. We have chosen
not to be involved in first-generation biofu-
el feed stocks, a process that competes for
the same feed stock as food.

Why is it important for DSM to maintain
a manufacturing presence in the United
States?

The location of our manufacturing base is
related to our customer base and the im-
portance of maintaining a close proximity
with our customers, especially in regard
to high technology manufacturing process-
es. The United States have become an
extremely competitive market for the fer
mentation and energy intensive industries.
For example, due to low energy costs (the
shale gas effect) the United States has an
advantage over Europe and even Asia; also
in labor costs, the gaps between the con-
tinents are decreasing. The United States
continue to be a sound place in which to
invest because of the size of the market
and the high technological environment
combined with a large pool of skilled labor

What emerging markets is DSM looking
at expanding its presence?

DSM has a sound base and is expanding
in Brazil, China, and Russia, and identified
Indonesia and Turkey as new potential
emerging markets. The company has suc-
cessfully expanded its presence in China,
India and Brazil. The United States will
remain important to DSM. Twenty years
ago, Europe was the key to our turnover,
today it is more evenly weighted across
the globe with higher growth rates in the
United States and high growth economies.
DSM’ growth related CAPEX investments
are mainly directed toward the high growth
economies and North America.

Where do you see the future sustainabil-
ity of the chemical industry?

DSM has been consistently ranked as the
top in its category in the field of sustain-
ability. As sustainability has become an
overall business driver for us in many ways
beyond corporate social responsibility.
Many products have been to be convert-
ed from traditional chemical processes to
bio-chemical or pure biotechnology pro-
cesses to be sustainable. \WWe make a life
cycle analysis of every development prod-
uct that we manufacture; and we aim to
always be better than the best product in
the category from a carbon footprint per
spective. Large companies want to work
with DSM because we are at the forefront
of making components more sustainable.
Green chemistry has also become more
important; DSM has taken the lead in the
pharmaceutical industry in micro reactor
technology, which greatly controls produc-
tion volumes lowering energy consump-
tion and waste while increasing safety. In
our broadest commitment to a sustainable
planet, DSM works closely with the World
Food Programme to provide the organiza-
tion with knowledge, and also supplies our
products at cost price to help feed those in
great need. ¢

Global Business Reports // USA SPECIALTY CHEMICALS 2012



INTERVIEW KUREHA AMERICA

Interview with

Koji Hagino,

Elizabeth

Gershon & Jeff Zhang

PRESIDENT & CEO; EXECUTIVE VICE PRESIDENT;
& EXECUTIVE VICE PRESIDENT, KUREHA AMERICA

What is the history of Kureha in the Unit-
ed States?

EG: Back in 1963, Kureha Corporation be-
gan to see opportunities beyond Japan and
set up a New York office to begin to develop
the U.S. market. Our focus, as a raw mate-
rial supplier, was, and continues to be on
innovation and technology development, so
initially we followed our Japanese custom-
ers to the United States. But in the ear
ly ‘90's the Company decided to invest in
manufacturing in the Unites States. Kureha
had developed a unigue improvement to
the polymer called PPS, and went to Ticona,
the Engineering Polymers Division of Cel-
anese, as a go-to-market partner. In 1992,
the two companies created a joint venture
called Fortron Industries, based in Wilming-
ton, North Carolina, to manufacture, market
and sell this polymer outside Japan. This
partnership has been very successful and
just celebrated its 20th anniversary. In
2005, Kureha acquired a carbon fibers busi-
ness, including a manufacturing site out-
side of Pittsburgh to complement our own
Japanese product offering, and in 2009 we
decided to build a plant in Belle, West Vir
ginia to manufacture a brand new polymer
called polyglycolic acid (PGA; brand-named
Kuredux), using very unique technology.
Part of our strategy is to diversify, not only
in sales and marketing but also in our man-
ufacturing sites around the world.

Can you describe your other products in
more detail?

EG: PPS is an engineering polymer. It is a
high-temperature, chemically resistant ma-
terial used for transportation applications
(automotive and aircraft), durable goods (ap-
pliances and electronics), as well as indus-
trial applications (machinery and filtration).
PGA had been used in absorbable sutures
for decades, but Kureha realized it might
also be very useful in other applications
as it is biodegradable, compostable, recy-
clable and provides outstanding gas barrier

properties. We have discovered a variety
of interesting uses for this material that de-
grades over time, in particular in the oil and
gas industry. PGA had been very difficult
to manufacture, so Kureha spent almost a
decade developing the technology to make
it on the large scale needed for industrial
applications. Kureha is the first and only
company that has achieved this capabili-
ty, and our patent estate is extensive. We
chose the US for our manufacturing base
partly because the market is clearly here,
and also because DuPont manufactures the
key raw material at the West Virginia site
where we are co-located.

As you embark on a more global strate-
gy, how important will the US remain?
JZ: A lot of growth has been seen in emerg-
ing markets, particularly China and parts of
South East Asia; however, Kureha still re-
gards the US as a very important market.
We are the first overseas manufacturer of
carbon fiber heat insulation in China, but it
is important to maintain our American man-
ufacturing base in this sector; US custom-
ers will always require short delivery times
and support from local suppliers. With the
automotive and other industries growing in
the US, we feel the same way about For-
tron® PPS.

Where are you directing your current
R&D efforts?

EG: Kureha is very focused on products
that are beneficial to the environment.
Our scientists worked diligently to devel-
op Kuredux® PGA grades with controlled
rates of degradation for various product ap-
plications. We are also working very intent-
ly on a newer grade of carbon to be used
for electric vehicles and HEVs; however,
there is also a very important component
of development going into our existing core
products, so the goal is to find the right bal-
ance. One of our competitive advantages
is our long-range thinking and the fact that
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our leadership understands that innova-
tion takes time. In fact, sometimes we are
ahead of the market in anticipating trends.

As a multinational, how do you charac-
terize the financial and regulatory incen-
tives to invest in the United States?

EG: Creating jobs is very important to all
50 states. Many of them have been very
supportive in providing incentives to build
plants, and we had several options for the
PGA site. West Virginia was very helpful
as we navigated through the regulatory
requirements, which are significant in the
chemicals industry. The U.S. brings energy
and raw materials together easily, whereas
in other parts of the world you might face
difficulties in one or the other area. The fact
that the US plastics industry is a net-ex-
porter, with a trade surplus, is reflective of
these capabilities.

KH: We can make comparisons with China,
where Kureha also manufactures. People
sometimes say that in China the law chang-
es frequently; subsidies are given and then
taken away. The US is not subject to these
frequent changes. Also, it is a single mar
ketplace and business friendly.

Where would you like to see Kureha po-
sitioned in the US in about five years’
time?

EG: We work with companies who val-
ue our innovations and experience strong
growth by using our specialty materials.
Our challenge is to continue to find custom-
ers who will work with us in these break-
through areas. We are looking at expan-
sions of various plants as demand grows
and our capex budget for the next five years
will be significant. We have a major HR fo-
cus at the moment, because at the end of
the day our success depends on our peo-
ple. Kureha treasures people, and insists
on our growth occurring within our environ-
mentally focused corporate philosophy. ®
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Interview with

Beate Ehle

EXECUTIVE VICE PRESIDENT, BASE CORPORATION AND PRESIDENT,
MARKET AND BUSINESS DEVELOPMENT, BASF NORTH AMERICA

What is the strategic importance of the
US market to BASF's global strategy,
and why was New Jersey chosen as a
base?

North America is the biggest chemical
market by demand, so it is the place for
us to be. Other chemical companies may
have the philosophy to go where the
raw materials are; BASF goes where the
demand is. BASF's key business lines in
the US are the same as in the rest of the
world. We say that in a day in your life you
will encounter several BASF products. It
starts in the morning, as we contribute to
the shampoo you use in the shower, and
the clothes you wear. We are even part of
your refrigerator, and make sure that your
breakfast is nice and tasty. We are in many
parts of your car. Agriculture, construction,
personal care, food and nutrition, health-
care and the oil industry are important to
us in North America. Our global oilfield
activities have moved into Houston; all of
BASF's global catalyst work is steered out
of Iselin, New Jersey; and this year we
have announced that BASF’s global plant
biotechnology and insect control research
headquarters will move to North Carolina.

How important is it for BASF to maintain
manufacturing operations in the US,
and how do you manage your costs?

As you can see from our latest announce-
ments, maintaining US manufacturing
operations is very important to BASE We
have built a new methylamines plant in
Geismar, Louisiana, and will be putting a
new formic acid plant there as well. We
have started battery activities here, with
the building of a plant in Elyria, Ohio. We
would not do these things if we were not
convinced we could be cost-competitive,
because we would not be able to survive
in the market. Of course, we have activi-
ties in Asia, and there is no doubt we will
increase our presence in emerging mar
kets; however, North America enjoys very
attractive energy prices right now due to
the shale gas effect, as well as excellent
raw material prices in certain value chains.
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What are some strategic research and
development investment areas for
BASF?

Batteries are an example of a solution that
requires interdisciplinary cooperation; to
make them work, you need material scien-
tists, chemists, physicists, and electro-ex-
perts. This is a huge number of people
working together. We feel it can be impor
tant to acquire technologies, and you might
have seen the long list of small acquisi-
tions pertaining to our battery business.
BASF has acquired Sion Power, the leader
in next generation lithium-sulphur battery
technology; Ovonic, which has leading
technology in nickel metal-hydride; and No-
volyte, which has electrolytes for lithium
ion batteries. BASF also acquired Merck's
electrolyte activities. Worldwide, we have
10,100 people in R&D, close to 10% of the
total workforce; with 1,500 people spread
across five big centers in North America, it
makes up a similar proportion here. BASF's
research team in North America works in
close collaboration with our R&D head-
quarters in Ludwigshafen.

BASF has recently made investments
and acquisitions in speciality chemicals.
What is the advantage of being involved
in such a niche market?

At the current rate, by the year 2050 the
world will be consuming the equivalent
capacity of three Earths. Chemistry and
sustainability will play key roles in solving
the demands for food, transportation and
energy that will exist. Innovation is im-
portant; we need to do things differently,
which drives us to look into niches. Big-vol-
ume, classical chemicals do not solve key
issues, such as water and heat manage-
ment, but more sophisticated high-tech
chemistry combined with interdisciplinary
activities can help to address these con-
cerns.

BASF is a leader in sustainability. How
is it leading the charge towards green
chemistry?

Smart Forvision is a concept car developed

by Daimler and BASF, and was showcased
at the IAA motor show in Frankfurt, Ger
many. It is designed for driving in densely
populated cities with small parking spots.
Energy efficiency starts with weight re-
duction; the whole car is made from en-
gineered plastics, even the wheel rim,
making it the first of this type. Many of its
innovations will be realized over the next
five to 10 years, such as organic light-emit-
ting diodes in the roof and a coating to reg-
ulate heat.

Another example of our sustainable ap-
proach is Green Sense™ concrete, which
uses fly ash to substantially reduce the
energy and water consumption, and CO2
emissions associated with its production.

BASF is the world champion of the "Ver
bund” concept. For us, it is not just about
chemistry, but also people, know-how and
energy. By the year 2020, our global goal
is to improve the energy efficiency of all
our process by 35% relative to 2002; we
also want to reduce the consumption of
drinking water in all processes by 50%
between 2010 and 2020. BASF is always
looking into its internal processes, and
from this we can also help our customers
and make them part of our Verbund.

How do you expect the US chemicals in-
dustry to perform in the medium term?
Right now, we see a picture of slow but
steady growth in the US chemicals in-
dustry. Shale gas is a huge opportunity in
North America; it currently addresses the
upstream value chains, but it remains to be
seen what it will bring to speciality chem-
icals. In the medium term, the American
chemicals industry has quite a positive out-
look. Our strategic target is to outgrow the
chemical market. BASF wants to be the
partner and employer of choice, and we
feel confident we are on track to achieve
this. e
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INTERVIEW POLYSCIENCES INC.

Interview with

Michael Ott

PRESIDENT, POLYSCIENCES INC.

Can you provide us with an introduc-
tion to Polysciences and your strategy
as a specialty manufacturer?
Polysciences is a specialty chemical man-
ufacturer that is diversified. We work in
niche markets and offer a product cata-
logue of 3800 items that are examples
of what we can make and what we hold
in inventory. Polysciences is the place
where you come if you are starting on a
new material. We can make things exactly
to your specifications and get them into
the container that you want. Our products
have applications in medical devices, elec-
tronics, hospital testing laboratories and
diagnostic laboratories as well as many
other high value added markets. There are
all sorts of different applications where
the little bits and pieces that we make are
needed to make things work. The compa-
ny's diversity is our strength and part of
what makes our business so fun.

How does Polysciences use synergies
between your different service arms to
strengthen your overall business mod-
el?

Our catalogue accounts for the most
important percentage of our revenues
because it brings business to the com-
pany that we then keep through forming
long-term custom manufacturing rela-
tionships. What tends to happen with our
catalogue is that we supply materials for
graduate students in their research who
will remember us at later stages in their
careers when they need commercial vol-
umes of materials made especially for
them. Our custom synthesis and particles
businesses account for most of our activ-
ities. Polysciences makes over 400 parti-
cle products that are used for diagnostic
tests, size comparison evaluations, and
many other imaginative applications. Our
particles business is very dynamic and a
growing area for us. Our contract man-
ufacturing is also an important arm for
the business. We are an FDA-registered
facility, we operate under GMPs, we are
ISO 9000 compliant and we are going to

be ISO 13485 compliant in another few
weeks, which applies to the design and
manufacture of medical devices.

What markets are offering the most op-
portunities for growth for Polyscienc-
es?

Growth markets for Polysciences tend to
be the electronics and medically related
segments, which range from medical de-
vices, medical materials and pharmaceuti-
cals to biotech companies. We also work
in cosmetics and personal care, particular
ly when it comes to products that are rela-
tively complex to make, or are somewhat
dangerous to handle.

How are you looking to expand your in-
ternational presence to penetrate fast-
er-growing markets in other regions?
Polysciences has had a global presence
for many years and we are trying to grow
further internationally. We have had a facil-
ity in Germany, which is a warehouse and
sales organization, for over 25 years. \We
have historically sold the most products
outside of the United States in Germany
and the office is a central location from
which we can effectively administer to
our customers and distributors through-
out the rest of Europe. Our work in Eu-
rope tends to be with subsidiaries of US
companies, where they need products
customized for their European markets.
We are trying to duplicate this in Tai-
wan with the Asia-Pacific office that we
opened last year. The electronics market
in Taiwan is a main focus for Polysciences,
and we are also looking for more opportu-
nities in mainland China. \We have several
projects underway in the region and we
are certain it is going to be a growth area
for us. The place where we are looking
to expand next is Brazil, where there is a
large medical device market.

What is inherent in the Polysciences
business model that makes your com-
pany the preferred manufacturer for
your clients?
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Polysciences' strength is the people that
we have and the customer service that
we can provide. We are willing to adjust
to whatever the customer wants. Cus-
tomer service really counts in this kind of
a business. What matters is whether you
can make a product and when you can
make it. Price is the third or even fourth
consideration.

It is common for contract manufactur-
ers to use facilities abroad in lower cost
jurisdictions. How important is it to Pol-
ysciences to maintain your manufac-
turing presence in the United States?
At Polysciences, we need to have abso-
lute control over everything and therefore
we have no plans to take a plant and re-
locate it to another country in order to
lower costs. We have found that the cost
of manufacturing and raw materials is
not as important as the intellectual part
of the material that we are making. We
have three buildings here in Pennsylvania,
in addition to our manufacturing facility
in Indianapolis, Indiana. It is important to
our customers that we have more than
one manufacturing site to provide supply
chain surety. From these locations, we
can make all our products.

What can we expect to see from Poly-
sciences in the next five years?

At Polysciences we have been growing
and we plan to continue growing at rates
of 10% to 15% a year, not to put too much
strain on the organization but enough to
make reasonable progress. We will even-
tually have manufacturing in Germany at
our facility and our operation in Asia will
be a sales organization for the foreseea-
ble future. We also plan to develop a sales
organization in South America, most likely
in Brazil. e
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While chemical manufacturers are opti-
mistic about their North American pro-
duction footprints, the lure of emerging
markets remains as strong as ever. Total
specialty chemical potential revenues
from China, Russia, Brazil, India and
Mexico in 2010 reached $127 billion,
when it accounted for 34% of global
market share, and by 2015 it is expect-
ed to account for 42% of global mar
ket share. While global growth for the
chemical industry was a mere 2.1% in
2011, in South America and Asia (ex
cluding Japan) chemical industry growth
was 4.7% and 11.1% respectively.
Faced with flat demand from a mature
home market, capitalizing on these ex
ternal markets has become the key to
growth for many US manufacturers.
Though having a global presence has
traditionally been the mandate more
of basic chemical manufacturers, with
the demand dynamic shifting from
mature to emerging markets US spe-
cialty chemical companies are looking
for creative ways in which to penetrate
competitive emerging markets, wheth-
er through greenfield investments or
acquisitions.
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Reichhold Inc., a North Carolina-based
supplier of resins for coatings and com-
posites, recognized the importance of
global integration and made significant
investments in building greenfield plants
in India and China, which came online in
2009 and 2011 respectively. Owned by
Japanese company Dainippon Ink and
Chemicals from 1987 to 2005, Reich-
hold saw a need to develop their own
presence in Asia after they became in-
dependent.

"At that time, the US and European
economies had started to flat line, so
it was very important for Reichhold to
grow through our Indian and Chinese
business,” said John Gaither, chairman,
president and CEO of the company.
“Our overall growth in recent years has
been through our global customers who
have needed the same Reichhold prod-
ucts in other parts of the world.”
Boston, Massachusetts-based Cabot
Corporation, a global specialty chemi-
cals manufacturer with expertise in car
bon blacks, has concentrated most of
their efforts and investments on emerg-
ing markets in the last few years. “We
have continued to grow in China, South-
east Asia, South America and the Mid-
dle East, perhaps at the expense of Eu-
rope where we significantly restructured
through the financial crisis,” said Patrick
Prevost, Cabot's president and CEO.
“China is now worth 17% of Cabot's
revenues and assets; we are currently
building our fourth plant there and have
just expanded one of our silica facilities.”

For AkzoNobel N.V., the largest global
paints and coatings company, devel-
opment in Asia has been a mixture of
organic growth and acquisition. “His-
torically, AkzoNobel has had very good
organic growth in mature markets, but
to outgrow them we needed to improve
our positions in emerging countries. A
major part of our Asian strategy was the
investment of more than €300 million in
a grassroots chemicals facility in Ningbo,
China, and we gained a leading position
in specialty surfactants across Asia from
our acquisition of Boxing. Elsewhere,
we are building a new industrial coatings
plant in Bangalore and have expanded
capacity in Brazil," said Bob Margevich,
global business unit leader for surface
chemistry at AkzoNobel.

Specialty chemicals do more than sim-
ply cater to the whims of emerging
middle classes around the world; there
is an important role to play in address-
ing global issues such as food security.
Philadelphia-based chemical manufac-
turer FMC Corporation, for example, has
made substantial investments in emerg-
ing economies. “Many of our business-
es, in agriculture, food and pharmaceu-
ticals are strongly driven by the rise in
middle class wealth in rapidly develop-
ing economies and the insatiable need
for more calories and protein,” said An-
drew Sandifer, vice president of strategy
and development and investor relations
at FMC Corporation.

International expansion is not just a
strategy for the well-known giants of the

specialty chemical world. Polyscienc-
es Inc., a manufacturer of custom fine
and specialty chemical materials head-
quartered in Warrington, Pennsylvania,
has had a global presence for over two
decades. “We have had a facility in Ger-
many, which is a warehouse and sales
organization, for over 25 years. Now we
are trying to duplicate this in Taiwan with
the Asia-Pacific office that we opened
last year," said Michael Ott, president,
CEO and owner of Polysciences Inc.
"We have several projects underway in
Asia and we are certain it is going to be
a growth area for us. The place where
we are looking to expand next is Brazil,
where there is a large medical device
market.”

Other companies have taken an en-
tirely different step in their global ex
pansion strategies, such as Stamford,
Connecticut-based Tronox Ltd., a global
producer of titanium ore and titanium
dioxide used in the paper industry. In
June 2005, the company purchased
the mineral sands business of Exxaro,
making them the third-largest titanium
feedstock producer in the world. “Tron-
ox has shifted a lot of the demand for
feedstock at our pigment plants toward
our own mineral sands business; we are
therefore much more self-sufficient in
feedstock than before. Now that Tron-
ox owns 100% of our feedstock and
pigment suppliers, we can absorb the
variations in profit margins across the
supply chain,” said Tom Casey, Tronox's
chairman and CEO. e

Specialty Chemical Growth Markets
(average annual growth rates to 2016)

China

Source: HIS

@ Global Business Reports // USA SPECIALTY CHEMICALS 2012

Central & South
America

6%

Industry Explorations

Global Bus“me‘sjﬁeporls FACTSHEET

Global Chemical Imports and Exports

Source: CEFIC

e

EXPORTS

IMPORTS

Global Chemical Imports and Exports

Source: CEFIC

million dollars

195

175
155 |
135

115]

12002 12004 12006 ! 12008 12010

W Exports Imports

Current Emerging Market Potential (2010)
Share of world

chemicals produced
in the US

China 63.9

Russia 25.7 TOTAL

Brazil 16.8 MARKET

India 15.7 POTENTIAL

Mexico 5.4 $127B 0
(Billion Dollars)

Source: ACC

Industry Explorations

Global Business Reports // USA SPECIALTY CHEMICALS 2012 Q



INTERVIEW REICHHOLD

Interview with

John Gaither

Global Business Report:

Industry Explorations

Global Business Reports

Industry Explorations

CEO, REICHHOLD

Can you give us an introduction to Re-
ichhold?

Reichhold is celebrating our 85th anni-
versary this year. Headquartered in North
Carolina, we are truly a global company
with integrated overseas operations.
One-third of our business is in supplying
coatings resins to primarily the Americas,
and the other two-thirds is in composites,
which is truly a global business for us.
For us, it is good to be global. We do not
have a lot of diversification in terms of our
business, but we have the strength of our
global diversification.

How have you developed your glob-
al manufacturing footprint in recent
years?

So much of our growth in recent years
has been through our global customers.
This is what drove us into India and Chi-
na; we had global customers there who
were telling us that they needed the same
Reichhold products in those parts of the
world. From 1987 to 2005, we were
owned by a Japanese company, Dainip-
pon Ink and Chemicals (DIC). We handled
the European and American markets for
DIC, so when we became independent
in 2005, we did not have a presence in
Asia. We decided to build our presence
there from zero so that we could ensure
that Reichhold had plants that could meet
our high quality specifications. Our Indian
plant started up in 2009 and we opened
our plant in China at the end of 2011. At
that time, the US and European econo-
mies had started to flat line, so it was very
important for Reichhold to grow through
our Indian and Chinese business.

How have you addressed your con-
cerns about liquidity?

At the beginning of this year, we had
some concerns about liquidity. VWWe went
to our bond holders and they were very
supportive and agreed to exchange their
bonds, which were due to mature in 2014,
for new bonds that are due to mature in
2017. This gives us much more time to
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achieve the benefits of the Chinese and
Indian operations and get our more ma-
ture markets into better shape.

What do you expect growth in the US
market to be like in comparison to oth-
er faster-growing regions?

In the last couple years, North America
was a big part of the problem. This year
it seems to be coming back. While the
market in China may not be growing as
fast as it has been, we are starting from
zero and therefore have a lot of room to
grow. We had previously been serving the
market there with imports until our plant
stated up last November. Our sales have
tripled this year since we have put in our
plant and we are projecting that they will
double next year. China is still the biggest
composites market in the world and the
per capita consumption is still a very small
fraction compared to what it is in more de-
veloped parts of the world. South America
is another important market for us. Brazil,
in particular, is also slowing down but is
still a strong region for us.

Given the market slowdowns you are
seeing, where are you looking for new
business?

Reichhold is developing new products
and, at the same time, we have dramat-
ically reduced our costs by rightsizing
our manufacturing footprint. This year,
we have reduced our global manufactur
ing costs by 5%, even while starting up
a brand new plant in China. The technol-
ogy we are investing in is more green
technology. We are very interested in the
advanced composites markets and op-
portunities in aerospace and automotive.
There are good products coming out and
finding acceptance in the market. On the
coatings resins side, we have developed a
new waterborne alkyd latex that has been
growing at about 50% a year for the last
couple of years. It has performance and
cost advantages over other latex products
and it is bio-based, composed 30% of
vegetable oil.
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How do you use your global presence to your advan-
tage from an R&D perspective?

We have three major R&D labs, one in North Carolina,
Brazil and Norway. In the past there was very little coor
dination between these laboratories. They handled their
own projects for customers and we were finding that
they were often working on very similar things. WWe now
have regular global technology meetings and we share
information across all these groups. We prioritize the pro-
jects that we are working on a global basis.

What impact do you foresee the US shale gas boom
having on business in your home market?

For the US chemical industry as a whole, shale gas is
enormous. We will have globally competitive feedstocks.
A few years ago, we were looking as a country at import-
ing compressed natural gas and now people are trying to
figure out if they can reverse those operations and may-
be even export. This really can help all manufacturing,
which of course helps Reichhold, since we are selling
products to manufacturers. Part of the decline in the US
market is that some of our customers moved offshore.
\We expect to see some of those customers moving back
here over time.

Are you looking for partnerships or M&A to support
your global growth?

Our industry is mature and in need of consolidation,
which we will probably see in the near future. Reichhold
would love to play a role in that. We are definitely look-
ing for technology partners. So much of what happens in
new development today does involve partnerships. No-
body has all the pieces of the puzzle by themselves so
we need to form alliances. We can do it a lot faster and
more cost-efficiently that way and we have access to the
people that really understand all of the components of
development.

Where would you like to see Reichhold positioned in
the market in the next five years?

Reichhold would like to be the number one producer in
composite resins on a global basis. We see ourselves
being a very significant player in the Americas for coat-
ings resins. Alkyd resin, which is the core molecule that
Reichhold is built upon, has been a shrinking market at
2-4% a year. However, alkyd resins to date have been
mostly solvent-borne systems. Our new waterborne al-
kyd chemistry can enhance the position of alkyds in the
market. We plan to globalize our coatings resins through
bringing this new technology to the marketplace. ®
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MARKETS FLUCTUATE.
LEADERS ENDURE.

REiICHHOLD CELEBRATES 85 YEARS
OF STEADFAST INNOVATION.

In 1927, our founder Hanry Reichhold
revolutionized the coatings indusiry by
developing synthetic resins that drastically
decreased the dry time of the paint used on
Ford Molor Company’s Modal-T aulomobiles
and anabled increasad speed of production an
the assembly lines. Mow 35 years later, that
same spirt of innovation continues 1o flourish
at Reichhold amidst the sea of aconomic
change. Although wea take graal prnde in our
lime-homored history, it is our cngoing pursuit
of excellence in areas such as envircnmenially
responsible BECKOSO0L AQ® technology for
coatings and ENVIROLITE® tachnology for
compaosites that dnves us today and will propel
us well inte the fulure, thereby maintaining our
long-established pesition as an industry leader.

While markets will always ebb and flow,
Reichhold's umwavering commitment o
developing new and innovative products for
the customers and markels we serve will
remain constant. We appreciate your support
throughout the years, and we anticipata
crealing a few waves as we surge forward.

For more information about Reichhold, please
visit our weabsita: www. Reichhold.com

REICHHOLD

Everywhers Performance Malters
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PRESIDENT AND CEO, CHEMTURA

Can you give us an overview of the
company'’s business trajectory since its
restructuring in 2010?

Chemtura came out of the restructuring
process in November 2010 with seven
businesses in the portfolio. The seven
businesses came up with their own five-
year plans that were used for our valua-
tion, and the trajectory has been signifi-
cantly up. The economy has been mostly
down since then, so our positive trajectory
is primarily based on earnings versus rev-
enues. Following wider trends, volumes
have been challenged since the strong
first half of 2011. We expected this year to
be the inverse of that, but the first half of
this year was stronger than we expected
from an earnings perspective. A bump in
the second half of the year clearly is not
happening because of soft demand in
electronics and the Chinese and Europe-
an markets. Going forward, we are going
to focus on transportation, electronics
and energy, and agriculture. These mar
kets cross a number of our businesses
and account for roughly 60% of our reve-
nues. According to our five-year plan, they
should comprise around 70% by 2016.
These are the markets where we think
we have the experience, expertise, and
technology to have the right to play and be
market leaders.

What strategies are you putting in place
to hold onto your market share in North
America?

Our most significant investments have
been in our plant in Arkansas, for our
Great Lakes Solutions bromines business,
where we are expanding our capability
to make new products. We are also in-
vesting in facilities outside of Toronto and
Charlotte to make new state-of-the-art
products. The new products will start off
in North America or Western Europe, then
quickly move, with some fine-tuning, to
meet the specific needs of the markets in
Latin America or Asia, primarily India and
China. Our overall philosophy is that we
need to produce and perform application
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development in the markets we serve, so
we have to move the supply chain east.

What was the strategy behind Chemtu-
ra's recent move into offering contract
manufacturing and tolling?

Chemtura was put together by mergers
and acquisition during the mid-1990s to
2005, so with that we have a broad foot-
print and many assets. In the down part
of the cycle that we are in now, we have
excess capacity. Many of our plants are
very specific in their capability so it is diffi-
cult to consolidate them. While we have a
product development pipeline that should
put new products into the plants, there
is a gap in time, and our plan is to utilize
those assets more fully by offering to toll
produce. The timing for this addition of
services is good because there is a lot of
consolidation in the industry and there is
an increased need. Because contract and
toll manufacturing is not core to any of our
specific businesses, we are exploring how
to best commercialize this capability.

When it comes to R&D, how has
Chemtura’s restructuring shifted your
focus on innovation?

Chemtura’s R&D is very much business by
business. In aggregate, we spend about
2% of revenue on technology, application
development, and technical support. There
are some common themes across the
businesses in terms of innovation, such as
greener applications. We have done more
cross-fertilization across the businesses in
the technology group to make sure that
there is learning across the segments. In
the past, we spent slightly less dollars but
the number of our programs was much
greater. We now have a much more disci-
plined stage-gate approach, so the hit rate
on projects is much higher and the time
frame is much shorter to commercial-
ization. Innovation is a large part of why
we have seen improved earnings, even
though volume has been soft.

As an industry leader, what activities
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does Chemtura engage in to advocate
for the communities you work in and
the wider industry?

Chemtura does quite a bit of advocacy to
help promote sound science and a risk-
based approach as a basis for regulations.
This is critical for the industry. One of our
objectives is academic, promoting interest
in the technical sciences, but we are also
committed to showing that we are good
neighbors. We bring neighbors into our
plants to demystify what is going on in
our pipes. We also deal closely with gov-
ernment officials to help them understand
what is important for the industry. Job cre-
ation has been a good way to get an audi-
ence in Washington in the past few years.
The chemical industry, while it employs
a large number of people in the United
States, has an even greater impact when
you look peripherally around the industry.

Is Chemtura on track to meet the growth
goals of your five-year plan?

For our five-year plan, getting from $3
billion to $5 billion is pretty much organ-
ic. We plan to do this through investing
in our new plant in China, as well as joint
ventures and expansions of capabilities
for new products in North America and
Europe. We are on track with our margin
improvement and on the innovation side,
where we expect a doubling in our metric.
The additional $1 billion of revenue that we
have planned will come with M&A. The
M&A piece is the toughest part because
it's all about creating value, not driving rev-
enue. We would rather do nothing in this
area if the alternative would be the wrong
thing. Chemtura is on the right track, but
it is a process. We are re-establishing our
reputation through innovation and the con-
sistent delivery of results. We are going
to be close to our customers both from a
joint development perspective and to have
a short supply line so we can get them the
products they need when they need them.
We are going to grow with our customers,
and we are looking to continue our part-
nerships. ®
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Mergers and
Acquisitions

Reshaping the specialty chemicals marketplace

Whenever any market undergoes funda-
mental changes, some companies adapt
and thrive, some companies struggle,
and larger companies look to move in
to take advantage of new opportunities.
These conditions pave the way for merg-
ers and acquisitions on a scale far above
that of normal market fluctuations. This
is precisely the current situation of the
US specialty chemicals industry.

Large chemical companies are acquir
ing specialty companies to enable them
to move further downstream and get
closer to the customer. According to
Telly Zachariades, partner at The Valence
Group, LLC. agrochemicals and fertiliz-
ers will have to feed more people with
limited resources and there is a strong
trend towards foods that are more
functional. “Firms acquire companies
that have synergies with their current
portfolio or are focused within certain
sub-sectors that have good long-term
fundamentals. Personal care chemicals
is a major area of focus as it relates to
an ageing population and the increasing
purchasing power of emerging markets

Your science is in our DNA.

MINA KEM

for products with higher profit margins,
which include high end skin creams and
moisturizers,” said Zachariades, who
predicts the same level of billion-dollar
deals in 2013.

In July 2012, Eastman Chemical Compa-
ny acquired Missouri-based Solutia Inc.,
a global manufacturer of performance
materials and specialty chemicals, for
$4.8 billion, and Arkema has also made
two big acquisitions in the last two
years. In 2010, the French specialty
chemical manufacturer acquired part of
the Dow Chemical Company's US acryl-
ics business; the following year, Arkema
acquired coatings activity from former
parent company Total S.A. One third of
this global acquisition took place in the
United States.

“The Dow and Total acquisitions are
clearly related to our coatings business,
and will reinforce our acrylic acid pres-
ence in the US" said Bernard Roche,
CEO of Arkema Inc.

The acquisition market has extended to
the distribution sector as well. “We have
an active acquisition candidate pipeline

To find out mose, visis
mirakem oem
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and a successful track record of acqui-
sitions supporting our organic growth
that puts us in a leadership position in
the distributor mergers and acquisitions
field," said Brenntag's Fidler. “We look
to fill voids in geography, industries,
skillsets and product lines. The company
plans to spend an average of €250 mil-
lion a year out of our free cash flow on
acquisitions globally.”

For pharmaceutical companies facing
the patent cliff, groups are highly mo-
tivated to fill their pipelines, but the fi-
nancial crisis has created a shortage of
new investment funds. This shortage
has created a bottleneck in merger and
acquisition activity.

"We see a backlog of companies that
should have been bought in 2010 or 2011.
Until this backlog is worked through and
those dollars are freed up, we have an
environment that is keeping some cap-
ital from being invested in this sector,’
said Wofford of Hutchison Law Group.
While chemical companies indeed have
cash in the bank, uncertainties in the
current US political environment and tax
policies are impeding the deployment of
resources to go ahead with acquisitions,
according to Mike Shannon, global and
US leader, chemicals and performance
technologies at KPMG LLP “There have
been very few closed deals. A combina-
tion of the US and European economic
climate is holding back merger and ac-
quisition transactions. Once the catalyst
of mergers and acquisitions is realized
there will be a plethora of deals.”
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PRESIDENT AND CEO, MINAKEM, LL.C

Can you give us a brief overview of
Minakem and some of the company’s
goals within the United States market?
Minakem is a 100% wholly owned subsid-
iary of the Minafin Group, which is locat-
ed in Luxembourg. The company started
with the acquisition of SEAC in 2005 and
later acquired Chemtec Leuna from Sche-
nectady International in 2006. The United
States remains a major contributor to the
overall sales of the company. In 2008 Mi-
nakem acquired Penn Specialty Chemicals,
which is now known as Pennakem and is
the non-regulated contract manufacturing
specialty chemical business in the group.
In 2009 Minakem acquired an Astra-Zene-
ca facility in Dunkerque, which brought the
company not only into the generic space,
but als and diversified Minakem'’s port-
folio. The commercial hub for Minakem
is located in the United States; roughly
60% of turnover is generated from Unit-
ed States based companies. Minasolve is
a subsidiary that was formed to focus on
cosmetics, food and fine chemistry based
products that require specific technology.
The nucleus of Minakem is still contract
manufacturing, although we have been
able to diversify our profile into specialty
chemicals through acquisitions.

How has the company ensured steady
growth?

Minakem has increased revenue from €25
million to over €150 million today, mainly
through an equal mix of organic and ac-
quisition growth combined with the use
of technology and an understanding of our
clients’ needs and requirements. Minakem
provides an excellent service to our clients
as evidenced by being key suppliers to ma-
jor pharmaceutical companies; repeat cus-
tomers are vital to our success. The com-
pany is transparent and our “open book”
policy and has generated several success-
ful partnership launch durgs .

What type of markets is Minakem plan-
ning to target as part of your growth
strategy?

Pharmaceuticals (API's and advanced inter-
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mediates) are the most important part of
our business. We also recently added spe-
cialty pharmaceuticals and emerging phar
maceuticals that are financially stable to
our growing portfolio of clients. Minakem
carries out a fair amount of dual diligence
when prospecting and will only approach
companies that have solid proven manage-
ment or management that has had previ-
ous success to minimize risk. Minakem
has a screening process in place for each
potential partner company.

What is Minakem’s manufacturing strat-
egy?

The R&D technical centre of Minakem is
located in Beuvry where projects are pilot-
ed and matured. If the project evolves and
grows, it can be transferred to any one of
the Minakem sites. Pennakem is treated
as a separate business unit with a different
philosophy to Minakem. Minakem is still a
small molecule manufacturer with monthly
R&D meetings to discuss each individual
project with the commercial representative
that is managing and driving the program.

How much of a threat do low cost Asian
manufacturers pose to companies like
Minakem?

The market is very competitive; however,
large pharmaceutical companies at Phase
III' with projects that have failed expecta-
tions for whatever reason in low cost coun-
tries have approached Minakem to help. It
is important that we source some of our
starting materials out of China and India,
where we employ full time staff and carry
out audits in order to ensure quality con-
trol. We are equally focused on keeping the
company cost structure efficient and find
creative ways to reduce the cost of pro-
jects through innovation and continuous
improvement.

How is Minakem able to maintain a
green footprint throughout the manu-
facturing process?

Minakem is a European company and has
always been environmentally conscious;
the Pennakem acquisition was made with

a particular focus on “green chemistry”
and environmentally conscious thinking.
The segment that we operate in is highly
fractured, so there will certainly be consol-
idation; the average revenue of contract
manufacturers in the United States is un-
der $100 million, and the trend is more and
more third party manufacturing.

How do you see the contract manufac-
turing industry evolving over the next
five years?

The industry will remain technology fo-
cused; processes that are labor depend-
ent will continue to go offshore, although
companies that have niche technology will
be able to capture a fair share of the mar
ket in “local” regions. Companies need
to be transparent and competitive in order
to penetrate more of a market share and
work closely with partners and stakehold-
ers. As an industry, one of the biggest
challenges will continue to be the peaks
and valleys of the market as no program
will ever advance perfectly.

Where would you like to see your opera-
tions in the United States in four years?
Minakem would like to increase the num-
ber of manufacturing sites we have in the
United States and Canada. There will be an
increase in the amount of manufacturing
performed in the West due to the rising
salary pressure and emerging middle-class
in China and India. In my opinion, the Unit-
ed States has become as competitive as
China, especially when you need a reliable,
compliant supplier. Minakem will continue
to grow organically and through potential
acquisitions in new areas like APl. We are
interested in developing our generic seg-
ment and expand a product line as well.
Minakem has evolved as a diversified,
dynamic company and will continue along
this path. e
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Interview with

Eric Vogelsberg

SENIOR VP, M&A AND CORPORATE DEVELOPMENT PRACTICE, KLINE GROUP

Can you provide us with a brief overview
of Kline Group and the services that you
provide to chemical companies?

Kline Group was founded in 1959 as a mar
ket research company that was primarily fo-
cused on the chemical industry. Today the
company has four core industries: chemi-
cals and materials, energy, life sciences
and consumer products. Kline has exten-
sive knowledge of the chemical industry
and had done much of the work to define
and differentiate value added chemicals -
specialty chemicals and fine chemicals for
the larger volume tonnage and commodity
chemicals. Our focus remains primarily on
the value added sector, although we now
do work in petrochemicals and commodi-
ty chemicals. Kline is uniquely positioned
in the consultancy field due to a combi-
nation of deep industry understanding
and experience combined with functional
management consulting experience. Kline
is divided into: (1) a market research divi-
sion, which involves syndicated studies
and custom projects for clients, and (2) a
management consulting Practice, which
is solutions driven and founded on indus-
try knowledge. Kline is an extremely well
known and well respected firm and has
evolved from being primarily focused on
data, size of markets, market share and
growth. The firm has the ability to offer a
large portfolio of services that enables our
clients to understand critical business is-
sues and their implications and what meas-
ures are required to improve certain as-
pects of their business. We offer advice to
clients who want to grow their companies
either through grassroots, acquisitions or
joint ventures and companies who are not
sure how competitive they are compared
to their competitors.

The client base of Kline Group consists
of companies that are strategic players in
their industries. The majority of our clients
are medium sized companies, although we
have clients who are major chemical com-
panies and small sized players. The majori-
ty of our financial clients are private equity
firms and investment banks . The largest
companies tend to have significant internal

staff; so our support is more often sought
by large chemical companies and equity
firms who have a specific need for capac-
ity or a unique capability that they need to
access.

What is the role of the Chinese office?
The original basis for the Shanghai office
was to provide research capabilities for
our clients in China. Local Managing Di-
rectors have been employed in our Indian,
Japanese and Chinese offices that have a
deeper understanding of the local culture
combined with knowledge of western busi-
ness culture. The office offers a full range of
services and enables our western clients to
assess China as a potential business des-
tination and answer any questions regard-
ing aspects of the market that clients do
not understand. We established an office
in Delhi to help our market research busi-
ness in the region and the office has been
so successful that we have now opened
a second office in India. Kline has a large
global presence to enable our clients to
take advantage of cross-border opportuni-
ties between the United States China, Bra-
zil and Eastern Europe.

How does Kline position itself in the in-
dustry between companies like KPMG
and Valence Group?

KPMG is an accounting firm that has a con-
sulting practice and the Valence Group is
a boutique investment bank that buys and
sells businesses. Kline has limitations in
terms of broker dealer activities, although
we have informal and formal partnerships
that we are able to utilize if a client requires
something that is beyond our expertise or
abilities.

Are more medium-sized companies
looking to expand their portfolios into
different industries through M&A?

All companies are looking for growth and
this was reflected in the high demand for
our M&A advisory, which is being driven
by the increased amount of cash flow that
publicly-held chemical companies have.
There are $2 trillion of private equity funds
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that need to be re-invested to generate a
return, which has made the bidding process
more competitive because of the increased
demand. There are a lot more properties on
the market that are looking for higher mul-
tiples in North America and Latin America,
and a number of external factors that could
potentially affect this trend, which include
oil prices and the impact of the Eurozone
crisis. We have developed a more formal
M&A corporate finance practice.

What would you expect the industry to
become over the next five years?

Larger chemical companies will continue to
increase in size, and there will be a great-
er Asian influence within the industry with
Indian and Chinese chemical companies
becoming more prominent. There will be a
shift in the chemical industry towards meg-
atrends and the industry will focus more
on developing new initiatives for water
sustainability and the ability to make more
water. As the world’s population increases,
there will be more challenges in feeding
the population so there will become more
of a focus directed towards sub-Saharan
Africa as it is the largest untapped region
of arable land.

What is your final message for our read-
ership?

Kline Group has evolved from a market re-
search firm into management consultancy
in order to meet the needs of our clients.
The chemical industry will continue to
thrive as it is the foundation of all consum-
er products. The industry has to work hard
to improve its image and to create public
awareness of the many functions and ben-
efits that chemicals have and how good
chemistry facilitates a better quality of
life. Kline Group is optimistic for the future
and our fastest growing offices are in high
growth emerging markets. ®
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Interview with
Bernard Roche

PRESIDENT AND CEO, ARKEMA INC

Please provide us with an overview of
Arkema'’s recent milestones in North
America.

Arkema has made two big acquisitions in
the last two years. In 2010, we acquired
part of Dow’'s US acrylics business; the
following year, we acquired coatings activ-
ity from our former parent company Total.
This was a global acquisition, one third of
which took place in the United States.

How significant is the American market
to Arkema?

In terms of countries, the US is by far
the largest market for Arkema and it will
continue to be for a long time. Today the
US accounts for 33% of Arkema'’s global
sales. We have 26 sites in the US, com-
pared to 44 in Europe, 10 in Asia and five
in the rest of the world. Arkema'’s strategy
is to grow in the fastest expanding emerg-
ing economies, especially China, Brazil,
Mexico, India and Russia. In 2005, 57%
of our sales were in Europe; this will be
down to 40% in 2012. The US has grown
in the same time from 25% to 34%.

How have recent changes to your busi-
ness affected the company’s US oper-
ations?

Arkema’s recent divestiture of our vinyl
business had no impact at all on the US—
we had no vinyl facilities in the country,
although there was very small-scale activ-
ity in Canada and Mexico. The company's
new business units, high performance
materials, industrial specialties and coat-
ings solutions, are all areas where we
are very strong in the United States. The
Dow and Total acquisitions are clearly re-
lated to our coatings business, and will
reinforce our acrylic acid presence in the
US. Last year, we launched a significant
investment to debottleneck and reshuffle
our monomer plants in the US. Regarding
the industrial specialties, Arkema will con-
tinue to be extremely strong in PMMA,
fluorogases, thiochemicals and hydrogen
peroxide. In high performance materials,
we have a very important PVDF plant in
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Calvert City, which we are continuing to
develop.

2011 was a very strong financial year
for the company globally. What do you
attribute this success to, and what are
you expectations for 2012?

When you make acquisitions, you grow.
Furthermore, Arkema has always worked
very closely with key clients to provide
solutions, which has helped us tremen-
dously. Our work fits in with global meg-
atrends. One billion people in the world
have no access to drinking water today,
and we have products which help supply
it. We are also present in the field of envi-
ronmental sustainability. WWe are on track
to fulfill our commmitments for 2012 toward
achieving 1 billion euros of EBITDA.

How is Arkema’s global push into spe-
cialties reflected in your US strategy
going forward?

Arkema has seen significant turnaround in
the six years since its spinoff. With dou-
ble-digit growth per year, we have moved
from being seen as a lackluster organi-
zation to a company in the leading pack.
After the vinyl divestiture, the next stage
was to announce our development in the
specialty and high value-added polymers
fields. In the US, we have set targets that
fit with this strategy. For example, we will
introduce a brand-new molecule, polyeth-
er ketone ketone (PEKK), which will com-
pete with PEEK. This molecule is priced at
the top of the plastic pyramid and we are
in the process of talking with customers,
developing new applications, and fine-tun-
ing the molecules. We started work on
PEKK three years ago, and are convinced
we can make it a success within the next
ten years.

What are Arkema’s competitive advan-
tages in specialty chemicals?

Arkema produces unigue molecules. In
thiochemicals there are only two key play-
ers, and barriers to entry are very high.
In specialty polymers, Arkema is a clear
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market leader. We are the only company
to have been producing bio-based poly-
mers for 50 years, and there are tremen-
dous advantages in being the only one
with proprietary processes to produce 10-
base, 11-base and 12-base polymers. We
do not have a take-it-or-leave-it approach
to our products; instead, we work with
customers to supply what they need. In
the specialty field, it is very important to
tune your offerings.

What differentiates Arkema’s approach
to R&D in the US market?

Globally, Arkema spends roughly 150 mil-
lion euros every year on R&D. Two thirds
of this investment is devoted to sustain-
ability and megatrends. We have six or
seven R&D centers across our three re-
gions, including three labs in the US—two
for coatings, and one for the rest of the
business units. We push breakthrough
products, like PEKK, and run nanotech-
nology programs and some bio-processes
for acrylics, for example. In the US we are
tuning our projects to fit American cus-
tomer requirements, which are always
specific by region.

Where would you like to be positioned
in the US market in five years?

In five years, we want to be a clear leader
in specialties and advanced materials in
the US. Clearly, shale gas will have a tre-
mendous positive impact on the US econ-
omy. It will mean two things for Arkema:
first, production will be cheaper and we
may increase our exports from the US;
second, our customers here will continue
to grow with the economy. The US has al-
ways been very important to Arkema, and
this will continue to be the case. Arkema
targets a global turnover of 10 billion eu-
ros, with good profitability, by 2020.
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Restoring vigor to East Coast chemicals

The refinement of the technique used
to extract shale gas has led to what
many commentators are describing as
an “energy revolution” in the USA. This
type of language is not mere hyperbole;
shale gas and its potential role in mak-
ing North America energy independent
was a central issue in the recent pres-
idential race. Estimates of the amount
of recoverable shale gas in the Marcel-
lus basin vary, but according to a 2011
report by the United States Geological
Survey, the total recoverable amount is
close to 85 trillion cubic feet of natural
gas.

Yet the energy potential of America’s
new gas supplies is only part of the pic-
ture. For American chemical manufac-
turers who rely on ethane, a natural gas
liquid that is derived from shale gas, this
gives them significant cost advantages
over their foreign competitors using oil-
based feedstock.

The Dow Chemical Company and Royal
Dutch Shell plc recently solidified the
enthusiasm surrounding low-cost feed-
stock in the US. In March 2012, Shell
announced plans to build a $2 billion
ethylene cracker near Pittsburgh; the
following month, Dow followed suit by
investing $4 billion into a similar facility
near Texas. Dow's CEO, Andrew Liveris,
directly attributed the company’s invest-
ment to low natural gas prices, putting
the company “on the threshold of an
American natural gas resurgence’ ac-
cording to a company statement.
Though companies operating in the less
energy-intensive specialty chemicals
sector may not experience direct ben-
efits of lower energy costs, the implica-
tions for the US chemical industry as a
whole can be viewed as positive.

“In addition to the downstream con-
nections of extracting ethane, propane
and butane, the chemical industry has

a whole range of involvement, from
developing environmentally benign ad-
ditives to fracking water to providing
chemicals for water treatment,” said
Jeffrey Peters, president of the Pennsyl-
vania Chemical Industry Council.
Boosted by these anticipated down-
stream effects of the shale boom,
chemical companies are going forward
with their investment plans. The Amer
ican Chemistry Council estimates that
chemical companies across the country
have allocated over $25 billion to the
construction and expansion of their fa-
cilities. The East Coast in particular has
become used to seeing decreasing in-
vestments as major manufacturers have
exited the region. Now with the Marcel-
lus shale play, this trend is reversing.
BASF SE, the world’s largest chemical
company, built a new methylamines
plant in Geismar, Louisiana, and will be
putting a new formic acid plant there as
well. “We have started battery activities
here, with the building of a plant in Elyr
ia, Ohio. We would not do these things
if we were not convinced we could be
cost competitive, because we would
not be able to survive in the market. Of
course, we have activities in Asia, and
there is no doubt we will increase our
presence in emerging markets; howev-
er, North America enjoys very attractive
energy prices right now due to the shale
gas effect, as well as excellent raw ma-
terial prices in certain value chains,” said
Beate Ehle, executive vice president of
BASF Corporation, based in Florham
Park, New Jersey.

Other global chemical companies are
investing significant resources in the
United States. DSM'’'s manufacturing
base in the United States has expanded
during the last two years to increase the
capacity of performance materials, ma-
terial science and life science divisions.
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"“Chemical manufacturing in the United
States has become more competitive
because of low energy prices and the
cost of labour, the regulatory environ-
ment and intellectual property protec-
tion, which make the United States an
attractive destination for investors,” said
Wessels of DSM.

Manufacturing locally also fits within the
strategy of global chemical companies
with a US presence, such as Kureha
America, a Japan-headquartered, New
York City-based raw materials supplier
with three manufacturing sites in the
United States. “In 2009, we decided
to build a plant in West Virginia that
will make a brand new polymer called
polyglycolic acid (PGA; brand-named
Kuredux), using very unigue technology.
Part of our strategy is to diversify, not
only in sales and marketing but also in
our manufacturing sites,” explained Liz
Gershon, executive vice president of
Kureha America.

Bluestar Silicones, a leading silicone
manufacturer with a US base in East
Brunswick, New Jersey, recently con-
solidated all North American manufac-
turing and R&D operations in a 226,000
square foot facility in York, South Caro-
lina. “Today's environment creates the
opportunity for manufacturers to region-
alize production,” said J. Christopher
York, North American president of Blue-
star Silicones.

There is a long way to go before shale
gas really sparks a “golden age” of East
Coast manufacturing. Environmental
concerns over the hydraulic fracturing
("fracking”) process used to extract the
oil must be addressed and infrastruc-
ture must be put in place. Yet the poten-
tial is huge. ©
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CASE STUDY

Jeffrey Peters

PRESIDENT, PENNSYLVANIA CHEMICAL INDUSTRY COUNCIL
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The Pennsylvania Chemical Industry
Council (PCIC) is a 30 year old organi-
zation that was founded by a dedicated
core group of companies. Ten years ago,
we moved from a traditional trade asso-
ciation model to fold into an existing lob-
bying and full-service communications
firm, Bravo Group, which now manages
the organization. Traditionally, the organ-
ization has had three main activities.
The first is our government-relations
and advocacy work. Our board wants a
defined chemical industry presence in
Pennsylvania to deal with state govern-
ment. To do this, we spend a lot of time
on relationship-building with the govern-
ment and other trade associations. Our
second objective is communicating to
members about what is happening in
state government that will impact their
business. The third component of what
we do is providing industry education
and seminars.

At one point PCIC had 75 companies, but
today we have 40 members. There are
three reasons for this change. By far the
largest single component in member
ship decline is mergers and acquisitions,
a process that accelerated during the
downturn. The second largest reason is
because of companies that no longer do
business in Pennsylvania, as they close
older facilities and consolidate existing
plants in the US, but also globally. Penn-
sylvania has not seen chemical manu-
facturing leave the state at the level that
New York has, but we have seen some
leave the area. Membership has also
declined because many companies that
are international in scope have deempha-
sized their government relations function
at the state level. Five years ago, there
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were about six or seven companies that
had representatives based in Harrisburg
and today there are none.

As an organization trying to provide ser
vices, this has been a challenge. Howev-
er, the chemical industry is not unique
in facing these challenges. Every other
trade association we know is having
these same problems because of corpo-
rate downsizing. It has been a long time
since the industry has had a significant
industry-wide threat from Pennsylvania
state government. Given that the current
administration and the leadership in the
legislature are very positive about manu-
facturing, we do not foresee one in the
future.

At our November 2011 board meeting in
Pittsburgh, we brought in the Republican
leader and the Democratic leader of the
state's House to speak to the group. We
went around the table and our members
uniformly had very positive things to say
about the sector. Small companies are
growing and looking for more opportuni-
ties. There has also been some growth
and investment in Pennsylvania from
some of our larger members. Eastman
and BASF have made significant invest-
ments in Pennsylvania facilities. In March
2012, our meeting was similarly positive.
One of the reasons our members are
confident is the Marcellus play.

The Marcellus shale play has the poten-
tial to be a game changer. The chemical
industry has a whole range of involve-
ment, from the benefits of abundant,
cheap natural gas, to fracking water. We
have companies that are looking at what
can be put into the water that is benign
environmentally and just as effective for
the drilling operation. Water treatment is
another big opportunity for the sector.
Our industry has so many potential con-
nections, in addition to the downstream
connections of extracting ethane, pro-
pane and butane.

One of the challenges of the Marcellus
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story, aside from fracking, is that there
is no natural gas in south-eastern Penn-
sylvania where most of the population
lives. Advocates have been involved in
bringing some awareness to this corner
of the state. For our industry, the only
downside that we have seen is on the
hiring front. The Marcellus industry is hir
ing a lot and paying a lot and it has made
the chemical hiring market, which has
traditionally been soft, tighter.

Shell has made it very clear that this is a
major investment and they are handling
the decision well. It is clear that they are
serious about this given the fact that
they have had three public meetings in
Beaver County in the past month to talk
to residents about the project and its
impact. They are a big company, but the
capital investment is still a big number.

Our members have complained about
the lengthy and complicated permitting
process. The Corbett administration has
been supportive and they have just an-
nounced a very significant new policy on
permit handling. Companies want cer
tainty about the permit process if they
are going to invest, whether it is a small
company with a $5 million investment
or Shell's $1billion. This administration
has really stepped up to address those
things.

Presuming that the Shell cracker does
happen, we are going to see auxiliary
plants sprout up. The economic scope
of the construction of the project will
be significant. Companies are now con-
sidering doing processing in state and
examining who in this area might need
ethane derivatives. There is a lot of activ-
ity around that right now and we expect
to see more in the future.
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. er in more ways than one. Not only has
PI‘OHIISG fOI‘ the [IS it paved the way for the country to be-
Northeast

come energy independent, but it prom-
ises a knock-on effect for related indus-
tries that are struggling to fight past a
slowdown in America’s economic recov-
ery.

One such industry is the chemicals sec-
tor. With low energy prices and inexpen-
sive feedstocks made possible by shale
reserves, the outlook for the US chemi-
cals industry is bright. Shale gas grants
US producers a significant competitive
advantage over global competitors and
has attracted renewed investment in the
industry.

Nowhere is this more present than
in the US Northeast, a region that has
seen manufacturing driven out by high
energy costs and restrictive regulations.
Home to the explosive development of
the Marcellus Shale reserves, the North-
east is cautiously optimistic that they
will also play host to a renaissance in
chemical manufacturing.

"The Marcellus shale is very important
to the business of chemistry,” said Hal
Bozarth, executive director of the Chem-
ical Council of New Jersey. “Natural gas
is the lifeblood of the chemical industry,
whether the gas is used to heat or run
the facilities or its wet stream materials
are used as raw materials for specialty
chemical manufacturing.”

The Marcellus Shale, and the Utica
Shale beneath it, are some of the larg-
est reserves of natural gas in the coun-
try. The black shale formation runs deep
underground from Ohio to West Virginia,
Pennsylvania and southern New York.
While geologists have known about the
formations for years, exploitation did
not take off until recent years because
of advancements in horizontal drilling
and hydraulic fracturing. In the few short
years since countrywide drilling began,
US natural gas reserves went up 30%.
The Marcellus Shale is an advantageous
position due to its proximity to the pop-
ulation-heavy areas of New York, New
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Jersey and New England. Yet constant
drilling activities have led to a surplus
of gas and a deficit of buyers. The re-
gion's August bidweek prices reported
the smallest regional gain of 13 cents
to average $2.97 Despite record lows,
Fitch Ratings has predicted Marcellus
Shale production will more than double
in the next five years. This growth is de-
pendent on storage and pipeline devel-
opment as the region transitions from a
gas importer to a supply center.

While low gas prices have slowed drill-
ing in the region as of late, companies
are going forward with their down-
stream investment plans. The American
Chemistry Council estimates that chem-
ical companies across the country have
allocated over $25 billion in the construc-
tion and expansion of their facilities. The
Northeast in particular had seen very
little investment after the majority of
manufacturers left the region. Now with
the shale boom, this trend is reversing.
Royal Dutch Shell is moving forward
with its plans to invest in a world-class
cracker in the region to convert ethane
extracted from the Marcellus shale into
ethylene, a hydrocarbon widely used in
the chemical industry. In March 2012,
Shell announced that the company
had signed a land option agreement to
evaluate a site in Beaver County, Penn-
sylvania. As Shell completes its environ-
mental and engineering studies for the
site, the state’s governor, Tom Corbett,
is pushing for tax incentives to solidify
the deal. The processing plant has an es-
timated price tag of $1 billion and prom-
ises thousands of jobs.

Shell is not the only company to an-
nounce plans to invest in petrochemical
plants in the region. Dow Chemical has
plans to build three petrochemical facil-
ities in the area and to restart another
that idled during the recession. Bayer
is considering West Virginia as a loca-
tion for ethane crackers and Eastman
Chemical restarted a small ethylene
plant in July 2011. Other companies,
such as Canada's NOVA Chemicals and
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US-based Caiman Energy, are signing
agreements to use Marcellus-sourced
ethane and other shale-based feed-
stocks.

While Pennsylvania has been the main
attraction for drilling activity, and now
the Shell cracker, other regional players
are hopeful that investment will trans-
late into good things for neighbors to
the Marcellus.

"There is a very good chance invest-
ment will come back to the region and
there will be some spinoff in New Jer
sey,” said Bozarth. “The question for the
future is the degree of impact that the
Marcellus shale will have on the region
as large facilities and subsidiaries are
put in place.”

Although chemical companies are ea-
ger to invest in facilities to exploit the
Marcellus resources, with increased
capacity will come new challenges as
the industry explores more avenues for
demand. Posed to produce a surplus of
materials that exceeds the demand of
a mature market, the industry must be-
gin to find new markets now in order to
demonstrate that a Northeast manufac-
turing renaissance is viable and a worthy
investment.

The key to moving forward is an in-
creased focus on supplying to emerging
markets in Asia and Latin America. With
a ratio of 6:1 for crude oil and gas pric-
es, the US chemical industry is in a very
competitive global position. In 2011, ex-
ports were up nearly 11% to $189 billion
and are expected to exceed $230 billion
in 2014. Developing export markets can
be lengthy and complicated, involving
business restructuring and regulatory
hurdles, so it is crucial that companies
start the process now.

While the shale gas boom has given the
chemical industry the boost that it need-
ed, it is now up to the sector to secure
its prosperity in the future. By focusing
on export markets, US manufacturers
will avoid the cyclicality of the national
market and ensure the industry’s growth
and global advantage in the long term.
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ANALYSIS

“Right now, we see a picture of slow but steady growth in the US chemicals industry. Shale
gas is a huge opportunity in North America; it currently addresses the upstream value chains,
but it remains to be seen what it will bring to speciality chemicals. In the medium term, the
American chemicals industry has quite a positive outlook. Our strategic target is to outgrow the
chemical market. BASF wants to be the partner and employer of choice, and we feel confident
we are on track to achieve this.”

Beate Ehle, Executive Vice President, BASF Corporation and
President, Market and Business Development, BASF North America

“A couple of years ago it did not look like there would ever be another chemical plant here
because of high energy costs, but today it is looking more likely because of the lower cost of
feedstocks. The shale gas boom will definitely help the industry, but we do not expect it to have
a significant impact on our urethanes business. However, it may help in terms of the United
States being able to produce more competitively compared to other regions.”

David Patten, CEO, Everchem Specialty Chemicals

“Depending upon the sector of the specialty spectrum the company represents, shale gas could
be a game-changer for the US chemicals industry. The ability to have very cheap feedstock
which will feed into many specialty chemicals that are carbon-derived will at some point force
the US companies to develop their supply chain for their products outside US borders. With the
capacity that is coming online from the ability to process shale gas for the chemicals industry,
the US market is not going to be able to absorb all products. Companies are going to be forced
to find and establish distribution channels for their products into overseas and emerging mar-
kets. The cost advantage of shale gas as a raw material for many of these products will allow
US companies to compete overseas against the emerging markets.”

Mike Shannon, Global and US Leader Chemicals and
Performance Technologies, KPMG

“For the chemical sector, many of the companies based in the US can take advantage of the
great infrastructure in place and the reduced risk of establishing capacity in the United States.
The importance of shale gas and its potential for the economy is very compelling for the chem-
ical sector and for BDP's future. While the US market in recent years has not been the growth
market that Asia Pacific has been, now with the arrival of fracking technology, it is potentially
a game changer.”

Arnold Bornstein, Executive Director of Corporate
Communications, BDP International
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EXECUTIVE DIRECTOR, CHEMISTRY COUNCIL OF NEW JERSEY

Source: ACC

The Chemistry Council of New Jersey
(CCNJ) was founded in 1955 by a group
of executives as a way to meet and
exchange information. We have since
evolved into an advocacy organization
that represents the interests of its mem-
bers through outreach to top-level exec-
utives, government officials, regulators,
the media and health and safety profes-
sionals. Our membership base today
covers pharmaceuticals, chemicals, fla-
vors and fragrances, water treatment and
some refiners.

The CCNJ originally had more than 90
members, ranging from specialty to
commodity and pharmaceutical chemical
companies, but it has since shrunk as the
industry has evolved. New Jersey was
originally the cradle of the Industrial Rev-
olution so chemicals had a natural place
in the state. There were many entrepre-
neurs who ran small chemical companies
for years, but most of these companies
were bought out when the industry be-
came more global in nature. There are
still some small entrepreneurial specialty
chemical operations, but not nearly as
many as there were before. New Jersey's
chemical sector represents 4% of U.S.
chemical industrial output. The CCNJ rep-
resents an industry that employs about
55,000 to 60,000 employees in the state
and total sales in the chemicals sector
hover between $27 to $29 billion.

New Jersey has a bit of everything in
the way of chemicals. There are a lot of
pharmaceuticals and pharmaceutical in-
termediates made here. There is also a
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contingent of plastics manufacturers con-
centrated close to their market in South
New Jersey, where floor manufacturer
Mannington Mills is located. DuPont
Chambers Works, also in South New
Jersey, which has developed and manu-
factured more than 1,200 chemicals cov-
ering cover a wide sphere. \We also have
producers of water treatment materials
and consumer product companies like
Church & Dwight and Procter & Gamble.

By the nature of its materials and its
customers, chemicals lead the economy
into a recession and theoretically out of
a recession. Our members can tell when
the economy is about to drop off because
they see requests from their customers
dry up. During the last year and a half, our
members were reporting that the clouds
were lifting and orders were up. Howev-
er now in July 2012, we are hearing that
orders are slacking off and there is some
concern.

Given the relative inexpensiveness of nat-
ural gas and the closeness of the Marcel-
lus shale field in Pennsylvania, there is a
very good chance investment will come
back to the region and there will be some
spinoff in New Jersey. The Marcellus
shale is very important to the business
of chemistry and we expect to see our
members benefit. Natural gas is the life-
blood of the chemical industry, whether
the gas is used to heat or run the facilities
or its wet stream materials are used as
raw materials for specialty chemical man-
ufacturing.

The US chemical industry needs to be
able to compete globally, and in order to
do so we need to have a rational regula-
tory schematic. It makes little sense the
extent to which there are state regulatory
structures that conflict with or are additive
to the federal standard in the same area.
One of the things the Europeans are do-
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ing through REACH is trying to establish
a one-size regulatory schematic that fits
all the members of the EU. The United
States is unfortunately not there yet, but
this is endemic to our system. We have
120 legislators in Trenton thinking about
things they can do for New Jersey that
may be different from Pennsylvania or
New York. In some cases we have been
successful in adopting a federal stance,
such as with our hazardous waste regula-
tions, but in other areas like air and water
permitting, New Jersey differs significant-
ly from our counterpart right across the
river in Pennsylvania.

Poor infrastructure and not enough gen-
eration capacity have led to very high en-
ergy prices. When it fell to New Jersey's
big manufacturers to pay these costs,
many left and drove energy rates up even
further. New Jersey has now recognized,
perhaps too late, that in order to spread
the burden of the cost of society it needs
large energy-using manufacturers to con-
tribute in the way of property tax and the
income tax of their employees. Policy
leaders are trying to incentivize manu-
facturers to return with tactics from the
sublime to the ridiculous, by issuing ba-
sic energy credits and even incentives to
bring manufacturers of solar panels and
wind turbines.

At one point, New Jersey's chemical
industry had the most employees and
was ranked second nationwide. We have
slipped down over the years to third in the
number of employees, and we are now
eighth largest chemical producing state
in the US. The question for the future is
the degree of impact that the Marcellus
shale will have on the region as large facil-
ities and subsidiaries are put in place. We
have a good infrastructure system to get
materials to our customers and as long
as the marketplace stays as robust as it
has been historically, there will still be the
need for specialty chemical manufactur
ers to be close to the marketplace.
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Innovation
Breeds
Success:
Research and
Development
In Specialty
Chemicals

“There are predictions every year that the rate of innova-
tion in the United States will start to decline. Although
China now holds more patents than we do, US innovation
has not declined. This is because we are good at it. The
United States has an inventive and entrepreneurial spirit.”

- Thomas Tritton, President,
Chemical Heritage Foundation
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The Competitive

Edge

The importance
of research and
development

USA's global ranking
for innovation and
sophistication
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The chemical industry has always been
at the forefront of innovation; today is
no different. From life-saving pharma-
ceuticals to electronic touch screens to
light weight plastic use in automobiles,
it is very often the chemical component
of a product or industry that drives its
development and improvement. In-
deed, with the increasing awareness
of environmental concerns, products
that save energy or lessen pollutants
are reinforcing the preeminent role that
specialty chemical research and devel-
opment plays.

The US chemical industry invests $56
billion in R&D annually; 20% of all US
patents are chemistry-related. The Unit-
ed States has long been a market leader
when it comes to innovation. Going for-
ward, it is imperative that this proud tra-
dition continues if US specialty chemi-
cal companies are to be competitive
against low-cost imports.

R&D spending is always a slight risk;
substantial capital expenditure in sci-
ence does not quickly, or even inevita-
bly, lead to increased revenue. As Tony
Stonis, president of Cardolite, a coat-
ings manufacturer who uses cashew
nut shell liquid (CNSL) technology, ex-
plains, “it is easier to wait for opportuni-
ties to reverse engineer and then sell on
price, although maybe not as profitable
in the longer term. This is especially the
case in the coatings and friction indus-
try, where we are selling an engineered
product rather than a specific molecule.
Unless customers are ready to take
a risk, or they want to second-source,
they will stick with the maker of a new
product for years, as liabilities are very
high in both of our end markets.”

Yet the risk is worth taking. Stonis stat-
ed that Cardolite would rather invest
in R&D than acquisitions, and Cardo-
lite's development of CNSL has yielded
some exciting results. CNSL is Cardo-
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lite's raw material, which is distilled in
order to condense cardanol, the raw
material for coatings products; anything
left over is used in friction products.
Friction material end users are used
to make brake linings; for the coatings
area, it is the people who make paints.
The aliphatic portion of CNSL, which
provides flexibility and mobility, “has
good water resistance, which is need-
ed for marine coatings. In over 80 years
of cashew technology, there have only
been two huge breakthrough areas, so
finding applications is clearly not easy,”
said Stonis.

Newark, New Jersey-based formula-
tor of adhesives and coatings Innova-
tive Resin Systems Inc. attributes their
achievements to a strong focus on in-
novation. “Currently, our 2012 sales are
showing an increase of 33% yearon-
year on our 2011 record year. The key to
the driver of this increased business is
our R&D; in 2011 we invested $250,000
alone on new manufacturing equip-
ment,” said Pina Patel, president of In-
novative Resin Systems.

Faced with the inevitable commoditi-
zation of their products and flatter US
and European markets, many specialty
companies are placing increased focus
on bringing cutting-edge products to
market. Yet despite the example of com-
panies such as Cardolite or Innovative
Resin Systems, R&D funds are often
the first to feel the pinch of the weak
economy. In a 2012 survey of chemi-
cal industry executives conducted by
KPMG, the number of US companies
expecting to invest over 5% of their
revenue in R&D dropped from 23% to
17%. While this remaining percentage
is by no means negligible, it is nonethe-
less reflective of companies looking to
rightsize their programs.

Companies are conscious of the need
for R&D. According to John Cech, pres-
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Countries by Spending on R&D
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ident of CVC Thermoset Specialties,
a manufacturer of specialized epoxy
resins, companies must increase their
R&D spending in order to compete with
lower-cost products on the market. “We
make heavy investments in supporting
the technological know-how of our prod-
ucts; over 18% of our payroll is research
and development,” he explained.

For CVC, who were acquired by Emer
ald Performance Materials LLC in 2008
and now operate as a subsidiary, the
integration of Emerald’s reactive liquid
polymers business has led to four sig-
nificant new materials in their product
line that contribute to more than 5% of
sales.

Yet in order to maximize their innovation
budgets, companies are finding they
need to been as lean and efficient as
possible. This need for fuller pipelines
at lower costs has created a significant
appetite for partnerships. “So much of
what happens in new development to-
day does involve partnerships. Nobody
has all the pieces of the puzzle by them-
selves and we can do it a lot faster and
more cost-efficiently by forming allianc-
es,” said John Gaither, chairman, presi-
dent and CEO of Reichhold.

Coming out of a successful 2010 re-
structuring process, global specialty

manufacturer Chemtura reexamined
its approach to R&D to maximize re-
sources and speed up time to market.
“"We now have a much more disciplined
stage-gate approach, so the hit rate on
projects is much higher and the time
frame is much shorter to commerciali-
zation. Innovation is a large part of why
we have seen improved earnings, even
though volume has been soft said
Craig Rogerson, president and CEO of
Chemtura.

Furthermore, companies are realizing
that their approach to R&D needs to
be as global as possible. “Reichhold
has three major R&D labs, one in North
Carolina, Brazil and Norway. In the past
there was very little coordination be-
tween these laboratories. They handled
their own projects for customers and
we were finding that they were often
working on very similar things. We now
have regular global technology meet-
ings and we share information across all
these groups. We prioritize the projects
on which we are working on a global ba-
sis," said Gaither.

The much-touted "inevitability of pro-
gress” ensures that US specialty chem-
ical manufacturers must continue to
invest in research and strive for inno-
vation: if they do not, they will be left

behind. However there is a more impor-
tant aspect to any R&D discussion: prof-
its are important, but chemistry has the
potential to solve much larger issues.
The Arkema Group, a leading global
chemical manufacturer, is pursuing a fo-
cus on innovation and high value-added
specialties to achieve their growth goals
of 8 billion euros and an earnings before
interest, taxes, depreciation and amor-
tization (EBITDA) margin of 16% by
2016. Two thirds of the 150 million eu-
ros that the company spends annually
in R&D is devoted to sustainability and
megatrends, which present a golden
opportunity for a company with experi-
ence in bio-based materials. “One billion
people in the world have no access to
drinking water today, and we have prod-
ucts which help supply it. We are also
present in the field of environmental
sustainability,” said Bernard Roche, CEO
of Arkema Inc.
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Interview with

Tony Stonis

PRESIDENT, CARDOLITE

Can you provide us with an overview
of Cardolite’s evolution and mile-
stones?

When Cardolite was acquired from 3M
in the 1980s, it was generating less than
$10 million in sales, mostly in the domes-
tic market; today, 85% of our sales are
outside the United States. Our two main
areas are friction materials and coatings,
which derives 80% of the business: we
are making epoxy-type curing agents and
compounds. Our company is descended
from Irvington Varnish, who discovered
a killer application for cashew liquid in
brake linings, and was bought by 3M in
1953. After running the business as a
cash cow in the 1960s, 3M decided in
the next decade to sink more money into
cashew research, and they developed a
technology called phenalkamines that
drove our coatings business. The technol-
ogy proved to be best for marine coat-
ings. A growing demand for shipbuilding
in Korea and China led to our technolo-
gy being perfect to relieve constraints
caused by painting requirements. Car
dolite first entered China in 1999, and
since then the business has grown expo-
nentially; we opened the Chinese plant
in 2004.

CNSL is also good for many other coat-
ings, and its aromatic portion has always
been good for resistance and adhesion.
The other part of the cashew molecule
is the aliphatic portion, which provides
flexibility and mobility. CNSL has good
water resistance, which is needed for
marine coatings. In over eighty years of
cashew technology, there have only been
two huge breakthrough areas, so finding
applications is clearly not easy. Cardolite
typically gears towards relatively large
volume markets, which do not include
personal care and pharmaceuticals.

What methods of extraction are used
to extract CNSL?

There are various methods for extracting
the liquid. In some cashew-producing re-
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gions, they take the shells, crack them by
hand and send the shells to an expeller,
which squeezes the oil out. The liquid is
Cardolite's raw material, which we im-
port to refine in our plants. We do not
get involved in the processing stage, be-
cause the main crop is the nut. We distil
the liquid in order to condense cardanol,
which is the raw material for all our coat-
ings products; anything left over is used
in friction products. The epoxy coatings
products are mainly liquids, so they are
put into typical batch-chemical reactors.
Our friction material end users are people
who make brake linings; for the coatings
area, it is the people who make paints.
Cardolite rarely uses distributors, as we
have our own sales force of around 25
people, located in the US, Belgium, Chi-
na, Japan, Singapore, and India.

How cost intensive is this process, es-
pecially when compared to companies
with proximity advantages?

Cardolite is building a plant in India,
which should improve our costs. In the
US plant, our cashew liquid generally
comes from either Brazil or India, so pro-
ducing in India will save one movement
of raw materials. Also, we are operating
in a special economic zone, which should
mean tax benefits. Our China plant has
already been a tremendous success.

How difficult is it to remain a market
leader?

You are always gambling in the R&D busi-
ness. It is easier to wait for opportunities,
and then to reverse engineer and sell on
price, although maybe not as profitable
in the longer term. This is especially the
case in the coatings and friction indus-
try, where we are selling an engineered
product rather than a specific molecule.
Unless customers are ready to take a
risk, or they want to second-source, they
will stick with the inventor of a new prod-
uct for years, as liabilities are very high in
both of our end markets.

INTERVIEW CARDOLITE

What future potential do bio-based
materials like cashew liquid have in
the speciality chemicals industry, and
how will Cardolite fit in?

Almost all of Cardolite's business is based
on cashew liquid. Unlike other oils, it has
a finite supply, which can expand but is
dependent on the nut industry, which is
flat in the US and Europe, though grow-
ing in the places they make them. The
supply limits prevent us from going after
huge applications, so we have to pick and
choose our end products. There are cer
tainly elements in our business that want
to branch out beyond cashew liquid,
and go from being technology- and raw
materials-focused to customer-problem
focused. This almost has to be the way
things evolve if we want to grow. We are
now working on some interesting tech-
nologies, but development does not oc-
cur quickly in our industry. Customers are
certainly not buying our products simply
because they are bio-based; they clearly
have to work and be cost-effective.

Where would you like to lead Cardolite
in the future?

Cardolite would rather invest in R&D than
acquisitions, and the company is based
on organic growth. Our China plant is a
financial joint venture, and we are open
to partnerships. \We have always sold our
company on the basis of our strong tech-
nology and position in cashew liquid. We
are not a big company, and those that we
work with are only medium-sized, which
make the partnerships a lot of fun — there
are not a lot of layers of bureaucracy, the
top people all know one another, and you
can make great progress. Most custom-
ers do not like to tell you a lot, but as they
get to know you, they trust you. e
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Interview with

Pina Patel

PRESIDENT, INNOVATIVE RESIN SYSTEMS INCORPORATED

Can you give a brief overview of Inno-
vative Resin Systems, Incorporated?
Innovative Resin Systems, Incorporated
was established in 1996 as a specialty
adhesives business, manufacturing pre-
dominantly adhesives but also electrical
pottings and coatings. The niche market
we felt we could fill was to service a
whole range of adhesives to industry from
aerospace to furniture manufacture; our
products are not sold through retail out-
lets. We have custom-made equipment to
manufacture our products; all our products
are manufactured in our Newark facility,
produced in a single three-hour shift with
the capacity to increase if necessary. We
currently have 17 employees on payroll, in-
cluding an R&D manager and technicians;
in addition, we have an independent sales
force. We supply a one-component epoxy
to a formulator who could be a competitor
but is our biggest dollar sales customer;
he then services big PTI companies. A res-
in is formulated for a specific application;
Innovative Resin Systems has a wealth of
experience in formulating a tailormade
application to accommodate a customer's
needs.

Have your sales and growth developed

to your expectations?

Innovative Resin Systems had a record
sales year in 2008. Our sales for 2009
were disappointing, which was consistent
with the industry as a whole. We were able
to recover in 2010, and in 2011 we experi-
enced another record year achieving $5
million in sales. Currently, our 2012 sales
are showing an increase of 33% yearon-
year on our 2011 record year. The key to
the driver of this increased business is our
R&D; in 2011 we invested $0.25 million
alone on new manufacturing equipment.

How have you had to adjust your busi-
ness model to address the needs of
your global customers?

Approximately 30% of our total sales are
to international customers: China, Mexico,
Thailand, Germany, and Canada; currently,
we have been unable to break into India
due to a pricing issue originating from cus-
tom duty and freight charges. The markets
that attract us are those with favorable tax
rates and logistics.

What are some of the key objectives
and challenges for Innovative Resin
Systems over the next few years?

The most pressing objective for Innovative
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Resin Systems over the near term is to
secure a work unit in Newark with more
square footage. We do not wish to leave
the Newark area, although if we were to
move our facilities south to either the Car
olinas or Texas, a company such as ours
would be welcomed. These states are
actively bringing industry to the area, and
provide favorable loans to companies such
as our. Loans for industrial concerns in the
State of New Jersey are difficult to obtain
especially for the chemical industry. There
are only a few formulators in the state of
New Jersey; chemical companies have re-
located to other States, such as Indiana.
In 1968 New Jersey was the world's cap-
ital for the chemical industry; however, a
few chemical companies have caused
the chemical industry to become unpop-
ular resulting in the steady decline of the
chemical industry in New Jersey.

As a family business with a strong cor-
porate culture, where would you like to
lead Innovative Resin Systems in the
future?

Innovative Resin Systems, Incorporated
is not for sale. We are financially sound,
have no outstanding debts, and all our
expenditure is via in-house earned capi-
tal. Expanding through acquisition would
be entertained, ideally furnishing us with
larger premises. The economy is improv-
ing; our customer base of 200 is keeping
us very busy; this is driven by the upturn
in manufacturing within the United States.
Innovative Resin Systems is very success-
ful, and have achieved this through hones-
ty and hard work. e
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Interview with
Brian Meldrum

PRESIDENT, FUJIFILM IMAGING COLORANTS INC.

Can you give us an overview of Fujifil
Imaging Colorants (FFIC)'s recent de-
velopments?

We were acquired by Fujifilm in 2006, hav-
ing been part of Avecia Chemicals, which
came out of Zeneca Specialties. FFIC is
a manufacturer of colorants and inks for
the digital inkjet market.Originally our fo-
cus was on the development and manu-
facture of novel dyes for this market, but
more recently we have moved into the
area of pigments. 2011 saw a major mile-
stone: Fujifilm Imaging Colorants formally
launched its first inkjet pigment disper
sions. In 2012, we acquired another facili-
ty at Delaware campus, which will be the
main technical center for our ink business
in the USA.

How important is the US market in
terms of the company’s global busi-
ness?

The US is a particularly important market
for us, because it is where most of our
customers operate. Historically, our busi-
ness has supplied multinational desktop
printer OEMs, all of which have the US
as one of their largest markets. Everyone
recognizes that the desktop consumer
market is maturing, but with technological
advances the inkjet market is moving into
many new areas. We are expanding into
industrial and commercial sectors, where
a lot of the new opportunities are found
in the US.

In what areas are you looking to diver-
sify?

Our core inkjet market is opening up as
the technology takes us into different ar
eas. Fujifilm Imaging Colorants is looking
at large commmercial printers, textiles, ce-
ramics, labeling and packaging — the types
of industries which have used more tradi-
tional offset printing but are now moving
into digital printing.

What role does the US play in the com-

pany’s global R&D strategy?
Fujifilm Imaging Colorants has a large re-
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search and development group in the UK,
but a lot of on-site development also takes
place in the USA. The two complement
each other; our new on-site center here
will support a lot of nearer term market
opportunities. In the US, we concentrate
on bringing things much quicker to mar
ket. This facility will customize products
for companies throughout the world.

What distinguishes your approach to
innovation over other players in the
market?

Our strength comes from our depth of
knowledge and technology, accumulated
through many years of developing color
ants for the inkjet market. We have been
in the industry since its very early days,
and have managed to bring together two
unique types of technology. We have herit-
age in the old ICl/Zeneca textile chemistry,
while Fujifilm has heritage in photograph-
ic chemicals. Merging these together has
brought the best of both worlds, and put
us in a very good position to address new
and increasingly demanding market chal-
lenges, arising from the shift towards the
commercial and industrial sectors.

What sustainability initiatives have you
taken?

Fujifilm takes sustainability extremely se-
riously. We have to regularly report key
parameters to Japan so that the corpo-
rate environmental profile is understood
and improved upon. Closer to home, HSE
is a top priority for us. We have key pro-
cesses and systems to ensure there are
no/minimal uncontrolled or unintentional
releases from the plant. Numerous ac-
creditations back this up, and we have a
similarly excellent record on lost time. Fu-
jifilm Imaging Colorants constantly looks
at trends and requirements in the green
chemistry market. One of the big focal
points in commercial printing is de-inking,
to enable paper recycling without the re-
processing facility getting into difficulties;
we have invested a huge amount of time
and effort into understanding this mech-

anism. Some of Fujifilm's latest product
offerings highlight this. It is a challenge
to strike the right balance with costs,
but at the end of the day being unable to
demonstrate sustainability will cause you
problems in a competitive market environ-
ment. The market has expectations, so
it makes good business sense for us to
keep checking we are moving in the right
direction.

You have received SOCMA recognition
in the area of EHSS standards. What is
the secret to your success?

Our EHSS success has mostly come just
from engaging with the workforce and
the local community, which is not far fro-
mour facility. Equally, we work very close-
ly with New Castle County in Delaware;
we are constantly meeting with the local
regulatory groups and updating them on
any changes we may be making to the
site. We are lucky to be supported very
strongly by Fujifilm North America, and
have many new initiatives that are leading
edge in addressing EHSS. Many training
programs are rolled out on a national level
by Fujifilm to their various subsidiary com-
panies.

What are your goals for the company
within the next five years?

Inkjet printing has been around for more
than 20 years. In the early days, it was lim-
ited to desktop printers at home. It has
since moved onsignificantly , and new op-
portunities and markets are continuing to
unfold. Innovation around colorants, and
the ability to develop fluids, is where we
need to focus our efforts. Fujifilm Imaging
Colorants must remain at the forefront of
this, to be able to come up with a variety
of solutions to customers’ problems, in all
parts of the world. e
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PRESIDENT, CRODA INC.

Can you give us a brief overview
of Croda’s operations in the United
States and the company’s main mile-
stones in the region?

Croda’s US division, Croda Inc., was
founded in 1950 as a small sales office
to sell lanolin and derivatives that were
manufactured in the UK for the North
American market. With the purchase of
Hummel Lanolin in 1957 we acquired
our first manufacturing plant in North
America. Croda acquired the manufac-
turing facility in Mill Hall, Pennsylvania,
which we still have today, in the late
1960s. We grew tremendously from
Croda's acquisition of Unigema from ICI
in 2006, which gave us our largest North
American manufacturing plant in Atlas
Point, Delaware.

What are the key products and mar-
kets for Croda in the United States?
In the United States, Croda’s sales are
divided into two different areas, con-
sumer care and performance technolo-
gies. In consumer care, we work in per
sonal care, healthcare and crop care. In
performance technologies, we have geo
technologies, which encompass water
treatment, oil and gas and mining; lubri-
cants; home care and institutional clean-
ing; coatings and polymers; and polymer
additives. Overall there is a fairly equal
weighting in terms of revenues derived
from consumer and industrial products,
both globally and in North America.

As companies move to outsource
manufacturing to cheaper markets,
how does Croda remain cost compet-
itive while maintaining its manufac-
turing presence in the United States?
Croda has learned from our customers
that they want supply chain surety and
part of surety comes from being able
to source near where you are going to
use the product. We have a large manu-
facturing footprint in North America be-

@ Global Business Reports // USA SPECIALTY CHEMICALS 2012

cause this is what our customers want
from us. Many of our global customers
want to buy our products made in North
America when they are manufacturing in
North America, just as they prefer to buy
Croda products made in Asia when they
manufacture in Asia. When it comes to
the issue of cost, we have to balance
local manufacturing and whatever cost
structure it may have against manufac-
turing in a place where the labor costs
may be lower but transportation costs
are higher. For specialty chemicals, la-
bor costs are not the driving force in the
cost of these materials. While labor and
controlling costs are important, costs
are determined by raw material availabil-
ity and raw material cost.

What are Croda’s main strengths in
the area of R&D?

Whatever market Croda is in, we have
a good understanding of the struc-
ture-function relationships in chemistry.
Whether in the personal care or indus-
trial market, we know how to change
the chemistry of a molecule so it can
perform a different function. Croda's
strength in R&D also comes from our
direct relationships with customers. \We
understand the needs of our customers
well enough to also be able to under
stand and, in turn, anticipate the needs
of their customers. For example, we de-
veloped a UV protector for hair that we
can deliver from a rinse-off product that
stays behind on hair. We saw a need for
this product because people were using
conventional sunscreens in shampoos
and conditioners but not much was be-
ing left behind. We changed the chem-
istry by adding a positive charge so that
it stays behind on the hair in the same
way a cream rinse does.

As the US progresses towards Green

Chemistry, what steps has Croda tak-
en to develop more sustainable man-
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ufacturing practices?

Croda Inc. has a 305 KW solar array
system that provides roughly half of the
electricity needs for the office and labs
at our New Jersey site. Our solar panels
are a major part of our effort to lower
our carbon footprint and make us more
sustainable. We have initiated another
sustainability project that is much big-
ger in size and scope, which is a landfill
gas project at our Atlas Point plant in
Delaware. The project will provide more
than half of the electricity and steam
generation needs for the manufacturing
site from landfill gas. Our US initiatives
are part of Croda’s global goal to supply
25% of our energy needs from non-fos-
sil sources by 2015.

The company’s share price has per-
formed exceptionally well over the
past few years. Is there something
fundamental within Croda’s business
model that makes it so attractive to
its investors?

Croda's share price exactly follows
our financial performance. It is not as
though the P/E ratio has altered dramat-
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ically. Croda’s earnings have continued
to increase even during the global fi-
nancial crisis. We were one of the only
publically traded chemical companies
that never issued a profit warning dur-
ing that stretch. In fact, Croda produced
record financial results during that time.
Our share price shows there is an ac-
ceptance on the part of the investment
community that Croda has a great track
record in producing results. We take a
lot of pride locally in our contribution to
these global results. Our key to success
goes back to our ability to anticipate
what our customers need. During the
crisis, we were careful about costs, but
we were also sure not to do anything
we would regret later when the econ-
omy improved. We did not change our
long-term investment in R&D, market-
ing or promotional work. At Croda, it
is important for us to keep our eye on
long-term objectives.

Where would you like to see Croda's
US business in the next three to four
years?

Croda Inc. will continue in the direction

where we are going, toward a more sus-
tainable business from the standpoint of
our energy footprint and how we oper-
ate in the plant. We are furthering inno-
vation and increasing sales of the new
and patented projects that are coming
out of the other end of it. In three to four
years, Croda Inc. expects to be further
down the road of having a larger portion
of our business coming from these new
and patented products. e
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Interview with

Harold Fox

PARTNER, STEPTOE & JOHNSON LLP

Can you give us an introduction to Step-
toe?

Steptoe is a general practice law firm with
a central office established in 1945 in Wash-
ington D.C., and eight other offices around
the world. The foundation of the firm in D.C.
is based on a large amount of litigation, fed-
eral regulatory work and other practice ar
eas, including IP Today our firm has more
than 500 lawyers and other professionals
working in offices from Beijing to London.
Although we tailor our work to meet the
needs of our clients, we specialize in many
areas ranging from international trade to
employment.

What is the significance of the chemical
sector to the law firm?

Itis relevant in a couple of different practice
areas in addition to intellectual property,
especially litigation around toxic tort ac-
tions. We also have a very active regulatory
practice, including a group involved with
chemical regulation. Within our IP practice
area, we do specific work in the fields of
life sciences, pharmaceuticals and biotech-
nology.

Within the IP practice, which segments
of the market are most of your chemical
industry clients coming from?

There are a couple of dimensions to that
answer. Most of our work is domestic,
but about 20 to 30% on the patent side is
with companies that are based overseas
and have smaller operations in the US. We
help them navigate the challenges they
face entering the US market while they are
still based in China, Korea or Europe. They
must be able to balance their needs back
home while expanding abroad, and this can
be challenging. Our practice is very mixed
in terms of the industry: we have clients
from all areas of big pharma, but we also do
significant work with start-ups and universi-
ties. The volume of work naturally increases
as the companies grow, but we do a lot of
strategic counselling for smaller companies
and universities. Both strategic counselling
and litigation work are important parts of
the practice.

What are some of the typical issues a
chemical company would bring to your
law firm with regards to IP protection?
These issues of course depend on many
things, including the size of the company
and the nature of their work. For start-up
companies, we are often asked to give
them counsel and protect their intellectu-
al property while preventing potential IP
problems that may arise in the future. This
generally includes working with our clients
to build patent portfolios, making decisions
about protecting trade secrets, and giving
them advice on brand issues to ensure they
do not walk into a intellectual property in-
fringement problem down the road. For the
larger companies, most of them already
have well-developed in-house capabilities.
They generally need a law firm for either
more challenging projects without clear le-
gal answers or projects with an overwhelm-
ing amount of work that exceeds their
in-house resources. We can guide them
through the challenging projects as well as
help them with the workload.

In your opinion, is the increased activity
spurred by the US patent cliff constrain-
ing the country’s IP protection frame-
work?

Looking at the state of the economy and
the pressures companies are currently fac-
ing, there seems to have been an uptick
in innovation. People have had to refocus
resource spending to areas of strategic ad-
vantage, such as intellectual property. Due
to this shift, there has been an increase
in counselling needs to deal with these
strategic moves. Any pipeline issues, for
example, with pharmaceutical companies,
should resolve themselves once that inno-
vation moves into development. There will
be more intellectual property that is cap-
tured and chemical companies will be on
stronger ground, but this is completely de-
pendent on investment today. It is hard to
say if the current patent infrastructure can
handle the increase in activity, but there is
always a rush of activity when there is a
change in patent law. It is too soon to tell
if there are any shortcomings in the Ameri-
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can Invents Act, which was signed into law
last year, because it has not yet been fully
implemented.

What does the future hold for IP law in
the United States?

The impact that IP law is experiencing is not
only coming from legislation, but is coming
from the courts. There has been a lot of ac-
tivity at the Supreme Court level in patent
issues for the past few years and there con-
tinues to be a lot of interest in key IP issues.
For the chemical industry and biotechnology
industries in particular, the recent Supreme
Court decision on Prometheus is a signifi-
cant one because it is changing the playing
field with respect to what subject matter is
eligible for patentability. Patenting is a long
process: you must identify the innovation,
decide how to protect it and then keep up
with the continuous changes being made
by the courts throughout the long granting
process. Those kinds of changes are ones
that make a bigger impact on the industries
because they are difficult to predict.

What are Steptoe’s strengths in provid-
ing IP protection services to customers
in the chemical industry?

We have a few advantages as a firm. Be-
cause we are a general practice firm, we
can tap into other practice groups, such as
our litigation and regulatory groups, when it
is helpful for clients. That has been particu-
larly advantageous for some of our small-
er clients who cannot go shopping to all
of the different firms around the world to
help them understand the issues they are
facing. Within the IP group, we have grown
a base of attorneys who have a broad set
of experiences in industry, government,
academics and the law. We are able to put
together efficient teams to help triage all
kinds of client issues when it comes to in-
tellectual property.
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The Role of
Outsourcing

Contract and toll
manufacturing

Contract and toll manufacturing has al-
ways had a role to play, with well-estab-
lished companies existing to do the work
that more specialized manufacturers do
not have the capacity, time, resources,
or inclination to do. However, in today's
market these have gone from providing a
niche service to being a well-established
buttress of the chemical industry.

For some, contract and toll manufacturing
has been an effective strategy for compa-
nies with excess capacity to weather the
recent economic storm. For Chemtura
contract and toll manufacturing is not core
to any of their business units, but it was
a timely solution to the impact of market
dynamics.

“Chemtura was put together by mergers
and acquisitions, so with that we have a
broad footprint and many assets. Many of
our plants are very specific in their capa-
bility so it is difficult to consolidate them,”
explained Craig Rogerson, president and
CEO of Chemtura. “In the down part of
the cycle that we are in now, we have ex-
cess capacity. While we have a product
development pipeline that should put new
products into the plants, there is a gap in
time, and our plan is to utilize those as-
sets more fully by offering to contract and
toll produce. The timing for this addition of
services is good because there is a lot of
consolidation in the industry and there is
an increased need. ”
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While contract and toll producing is a
stopgap measure for some, it is the bread
and butter of a booming services sector.
Not only are more contract services com-
panies cropping up, but companies offer-
ing third party project management have
also found a niche in the market. The busi-
ness model of Lower Gwynedd, PA-based
Richman Chemical, for example, revolves
around developing partnerships between
clients and contract manufacturers.
"Historically, many companies have ap-
proached custom manufacturing as a sur
plus business or fill in. In the last 25 years,
more companies have started to actually
specialize in it,” said Edward Richman,
president of Richman Chemical. “Inno-
vations in chemistry and life sciences are
accelerating and we are seeing increased
demand for high-tech, high-value projects
for these markets.”

Innovations in the life sciences are par
ticularly accelerating as big pharma con-
fronts ongoing patent expirations and bi-
otechnology advances spawn various and
sundry start-ups. In the custom research
and contract manufacturing field, compa-
nies are ready and waiting to aid in new
molecule development.

“The patent cliff means that large phar
maceutical companies will have to reduce
costs in order to recoup lost revenues. It
allows companies to turn a fixed cost with
underutilized capacity into a variable cost,
and use the demand when they have a
requirement for a specific capability,” said
Tim Tyson, president and CEO of Aptuit
LLC, a pharmaceutical services company.

“We have worked with everyone from vir-
tual companies, with no lab or chemistry
capability, right up to the biggest phar
ma companies in the world,” said Robert
Maddox, president of the North Caroli-
na-based chemistry services company
PharmaCore Inc. “However, it seems the
biotechs and mid-sized companies have
tremendous pipelines right now.

While activity spurred by the patent cliff is
likely to have a significant impact on the
service industry, not all contract services
companies have high hopes for business
from big pharma.

“You would expect the opposite, but
many of the larger companies do not
seem to have a lot of compounds moving
forward,” said Maddox. “Almost everyone
we talk to has had their budget cut. The
legal framework plays into it, but things
also tend to grind to a halt when there are
reorganizations, which we are seeing a lot
of right now. There can be a slowdown for
a couple of years before everyone gets
back into the mode of discovering drugs.”
Yet in spite of pharmaceutical budget con-
straints, molecule development opportu-
nities coming from big pharma cannot be
discounted.

Many companies look offshore to out-
source their contract research and man-
ufacturing needs, which has put pressure
on Western-based CROs and CMOs to
deliver more services at lower prices. The
Chemistry Research Solution LLC (TCRS),
a Bristol, Pennsylvania-based contract re-
search organization that entered the mar
ket in 2009, has based their strategy on
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recognition of these outsourcing trends.
“The type of work that companies have
outsourced to China and India is, for the
most part, routine chemistry,” said Mi-
chael Kirkup, president and CEO of TCRS.
“A small biotech company is much more
interested in complex, highly technical
chemistry since they cannot afford to lose
their limited intellectual property to an
outsourced company. They are also not as
well-equipped financially to keep tabs on
an overseas company.”

For pharmaceutical CMOs looking to work
with big clients, the market is very com-
petitive, according to Michael Staff, pres-
ident of Minakem LLC, a manufacturer of
fine chemicals and APIs. Staff said that
large pharmaceutical companies at Phase
[Il with projects that have failed in low-cost
countries have approached Minakem. "It
is important that we source some of our
starting materials out of China and India,
where we employ full time staff and carry
out audits in order to ensure quality con-
trol,” he said.

There is the perception that large phar
maceutical companies are no longer
searching for the blockbuster product, but
introducing more niche therapies conclud-
ing that there will be fewer blockbuster
billion dollar drugs, according to Thomas
D’Ambra, president and CEO of AMRI
Global, a contract research and manufac-
turing company for the pharma industry.
“In general, there is a redefinition of the
industry's discovery and development
strategy in which outsourcing will play a
big part.”
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Interview with
Kate Donahue

PRESIDENT, HAMPFORD RESEARCH

Can you provide us with a brief intro-
duction to Hampford Research?
Hampford Research is a specialty chem-
ical manufacturing company located in
Stratford, CT founded 30 years ago by
my father, chemist Jack Hampford. The
company manufactures products for the
dental, personal care, industrial adhe-
sives, printing/lithography and electronics
markets. Hampford Research specializes
in the scale-up and commercialization of
materials developed by our customers as
well as providing contract research servic-
es to customers for product development.
Our customers fall into two categories:
chemical companies that require a secure
manufacturing partner for their specialty
materials and firms that develop and use
chemically engineered materials but lack
the ability to manufacture them. We offer
our customers a wide range of processing
options: from lab scale (grams) through
2,000-gallon reactors. In addition, we have
experience processing both solid and liquid
materials.

| joined the firm in 2007, shortly before my
father's death. Since then the company
has been focused on improving efficiency,
refocusing our product lines, streamlining
our procedures, improving our infrastruc-
ture and building a data management sys-
tem.

What key industries does Hampford Re-
search serve?

Hampford Research serves the electron-
ics, printing/lithography, dental, industrial
adhesive and cosmetics industries. Our
products fall into several categories: free
radical and cationic photoinitiators, IR dyes,
adhesion promoters, and specialty mono-
mers. We have strong technical ties to our
customers; working with them to monitor
and leverage industry developments. One
of our first customers was the biggest
dental house in the world and we contin-
ue making material for them to this day.
We specialize in the manufacture of free
radicals and photoactive materials used in
printed circuit boards. Hampford Research
has attained a new level of competency
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in ultra high purity materials for the elec-
tronics business. We also manufacture
products that are used in food packaging,
traditional printing, digital printing and ho-
lographic materials.

Hampford Research also does contract re-
search, where we work with customers to
develop new materials while ensuring that
the laboratory process is transferable to
the plant. Our goal is always to develop a
long-term relationship with our customers.
The company has strong internal process
controls, an excellent supply chain with at
least two suppliers for every raw material
and a very strong quality assurance depart-
ment.

Is there an advantage to making small
volume products in the United States as
opposed to out sourcing high volume
products?

Over the last two decades, many compa-
nies moved their manufacturing facilities
to Asia or sourced key materials from Asia
in order to reduce costs. We are starting
to see this trend reverse itself — especial-
ly for small volume, specialty materials.
There are a number of issues driving this
change including the increasing costs
of manufacturing in Asia, including labor
costs; the costs associated with shipping
and logistics to bring materials from Asia
to the US, rising awareness of the cost of
environmental damage, the cost to a com-
pany's bottom line and reputation of poor
or inconsistent quality and concerns about
protecting intellectual property. Hampford
Research has found success by working
with customers who need materials that
are competitively important and who re-
quire a secure supply chain. \We work hard
with our customers and raw material sup-
pliers to ensure we create the most bene-
ficial relationship possible. It is vital for our
customers to have a guarantee that a spe-
cific material will always be readily availa-
ble and that the quality of the material will
remain consistently high.

How do you see the industry evolv-
ing? What targets do you have for your
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growth strategy?

| see significant growth opportunities for
Hampford Research. The demand for high-
ly functional and highly specialized chemi-
cals will only increase as will demand for
ultra-pure materials used in electronics.
We have put systems and infrastructure in
place that allows us to quickly assess new
opportunities and to maintain our ability to
scale up projects rapidly and efficiently. We
also expect our contract research business
to continue to grow which provides a feed-
er system for our commercial manufactur-
ing growth.

Where would you like to see the busi-
ness positioned in five years?

We expect Hampford Research to double
in size in the next two to four years. We ex-
pect to continue to operate in Connecticut
and we hope to expand our operations into
a second facility. We have strong long-term
relationships with a Chinese-American
company and an Indian-American compa-
ny which give us flexibility in terms of raw
material sourcing and logistics. Hampford
Research is in a good financial position and
we have been lucky to be able to finance
our own growth. Our hope is that some
of the external issues that have affected
the chemical manufacturing industry will
be resolved in the near term and firms like
ours can focus on accelerating growth.
Those issues include a resolution to the
global banking crisis, especially in Europe;
stabilization of the cost of transportation;
increased investment in alternative fuel
sources and resolution of environmental
regulatory issues. The logjam in Washing-
ton DC needs to be broken and our legis-
lators need to understand that there are
key issues that need to be addressed. They
need to find a balance between creating
policies that protect the environment and
those that encourage business growth. e
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Interview with
Carl Yerger &
Joseph Zidick

PRESIDENT; & VICE PRESIDENT, CUSTOM MILLING & CONSULTING, INC

Custom Milling & Consulting was
founded in 2002. How has the company
evolved over the past 10 years?

CY: CMC has a toll processing division and
an equipment division, where we build mix-
ing and milling machines for a wide varie-
ty of industries. Today our company has a
global focus and over the past 18 months
we have set up representatives and part-
nerships with companies in Mexico, Brazil,
Argentina, Europe and China. In the next
year, we will focus on India, Southeast Asia,
South Korea and most likely Russia.

JZ: Our primary customers here in the Unit-
ed States have been large companies like
PPG, Dupont and BASF, but we have found
in the last five years that the business cli-
mate in the United States has been rela-
tively flat on the equipment side. Recently,
however, it has begun to come back and we
are seeing a lot more interest. Flat demand
for equipment in the United States is one
of the reasons why we have started to look
internationally for new business. It has been
out of necessity that we have gone interna-
tional, but it has been a very timely move as
it has resulted in very rapid growth for the
company, upwards of 30%. Our contract
processing business on the other hand has
stayed pretty aggressive. When the busi-
ness climate is slow in the United States,
we see more interest in outsourcing. Al-
though companies do not make as much
profit on outsourcing, they benefit from the
low commitment and increased flexibility.

Has it been difficult to enter into new
markets in other regions as a new play-
er?

CY: Our international growth was first driv-
en by companies that we work with that are
multinational. We have been asked to set up
services and support mechanisms in other
parts of the world so that they can buy our
machines and keep them consistent in their
factories. We bring a certain niche of parti-
cle-size reduction and we are very open to

share our knowhow. People have been very
receptive.

Which industries are offering CMC the
largest opportunities for growth right
now?

CY: Pigment is a big industry for us, com-
bining paints, coatings and inks. \We are also
selling a lot of machines for the agrochem-
icals market in and outside of the United
States. Another target focus for us is tra-
ditional ceramics. This has traditionally not
been one of our focus markets but we have
recently identified it as a huge opportunity
globally.

In what key ways do your turnkey servic-
es benefit your customers?

CY: The benefit comes with new product
launches. We allow our customers to focus
on the development and marketing of their
products. They do not have to worry about
setting up processes. Through CMC, the
time to market for a product is significant-
ly reduced. We are small and flexible, and
within two weeks we can get something
done for a customer. If the processing
grows to volumes where it makes sense for
them to bring it in-house, we can work with
clients to provide them with the equipment.
JZ: It also comes down to what it costs a
customer to make a product versus what it
costs us to make a product. Large compa-
nies have fixed costs that they need to over
come in order to make a product. In some
cases we can produce that product for half
of the cost. It is not just a matter of conven-
ience; it is a better economic decision on
their part to have it made outside. We pro-
vide an alternate source to get things done.

When it comes to R&D, in what strategic
areas of focus do you make your invest-
ments?

CY: We focus on giving the customer more
capability when they come here. This can
be through analytical devices, as well as
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with our equipment. There is still a big push
to make things finer and more uniformed.
Within the mill, there are certain things you
can do with the type of grinding beads that
are used to go finer and finer, but you need
to have equipment designs that can hold
them in. We make continued investments
to better our mill designs and understand
mill performance as we scale up. Two years
ago we invested in bringing chemists on
staff. We find that a lot of customers will
come here wanting a nano dispersion but
find that their formula is not designed to
handle it. Our chemists help make tweaks
from a formulation standpoint.

What are CMC's longer term growth
goals in the United States and globally?
CY: We are looking to recreate our company
in other parts of the world by having facili-
ties in other regions that will manufacture
70% to 80% of our equipment. Our goal is
to not only manufacture equipment there,
but also do the electrics there and even set
up toll milling. We are currently exploring
South America for our next location. What
we bring to the table that others do not is
our combined business model. We want to
bring our added services to our global op-
erations. ®
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Interview with

Robert Maddox

PRESIDENT, PHARMACORE

Please provide us with an overview of PharmaCore and its
recent milestones.

PharmaCore is a chemistry service provider, founded and
based in High Point, North Carolina. Our services are in early
stage drug discovery, research and development, med-chem
and process development. We also have a pilot plant that has
been operational for three years; it represented a very signif-
icant expansion for us, adding about 16,000 square feet. We
are able to go up to as large as 2,000 liter glass-lined reac-
tors. We have been doing GMP since 2001, but our customers
needed greater scale-up capacity.Our pilot plant is a way for us
to keep customers longer and remain competitive by providing
large batches. We support compounds through Phase Ilb and
even Phase Ill compounds if they are very small-scale. We are
different in that we are not producing a commodity week in
and week out: every project we do is different.

How is your customer base evolving in light of industry
trends?

Mid-sized pharma and biotech companies, with 3,000 to 5,000
employees, are our bread and butter. We have worked with
everyone from virtual companies, with no lab or chemistry
capability, right up to the biggest pharma companies in the
world; however, it seems that the biotechs and mid-sized com-
panies have tremendous pipelines right now.

Agrochemicals are certainly an area where we are looking
to expand. From the companies we have spoken to, there is
a clear need for strong US or European providers to supply
products that are time-sensitive or very complex. Almost all
of the projects that PharmaCore handles will involve process
development, changing some facet of the chemistry to make
a product work. We are always looking for new markets. Phar
maCore has recently been providing more quotes to nutraceu-
tical companies, as they now have to produce using GMP, and
we have also worked with several clients in national defense
areas.

Has the threat faced by big pharma of losing their block-
buster drugs had a big impact on the service industry?
The threat faced by a lot of companies of losing their block-
buster drugs will have a big impact on the service industry. The
work done by facilities that are now closing has to go some-
where; while we have seen some of it, it trickles down slowly.
Drug discovery is a long process and even outsourcing takes
a long time. You would expect the opposite, but many of the
larger companies do not seem to have a lot of compounds
moving forward. Almost everyone we talk to has had their
budget cut. The legal framework plays into it, but things also
tend to grind to a halt when there are reorganizations, which
we are seeing a lot of right now.
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Are you feeling pressure from the low-cost international
competition and the many new US-based CROs entering
the market?

Three or four years ago, all of the CROs were in survival mode.
Fortunately, PharmaCore has not been in this state for quite
some time. More business has returned to North America, and
our pilot plant has brought PharmaCore new revenue sources.
Before it was built, our focus was custom synthesis, the build-
ing block business and some small-scale GMPE but a whole
new horizon has now opened up for us. The challenge for us
is not to find work, but to find work that is profitable. We have
had to tell some potential customers that they are not the right
fit for us.

How do you see the life sciences industry performing in
the next five years?

It is hard to tell what the industry will need going forward, but
customer service; going above and beyond expectations; will
continue to be very important. There will be a place for com-
panies that can offer this while remaining price competitive.
Six or seven years ago, customers had fewer options, but now
you know they are able to consult several different service pro-
viders. PharmaCore will continue to grow and evolve; in five
years' time, our analytical support will be above and beyond
what we offer today. Our focus is on small molecules, and
while large molecule work is very popular right now, it is a
cycle and we foresee small molecules coming more into favor
within the next several years.
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INTERVIEW ACCELEDEV

Interview with
Charlie Lewis

Global Business Reports

Global Business Reports

INTERVIEW ACCELEDEV

PRESIDENT, ACCELEDEV

Can you provide us with a brief over-
view of AcceleDev and your presence
in the United States?

The company was established in 2003
as a custom synthesis, & raw material
sourcing company. Customers would
approach our company to find pharma-
ceutical raw material targets; if we could
not find them, then we would look into
custom-making them. AcceleDev estab-
lished strategic alliances with key fac-
tories in China and helped build them
up into top performing R&D sites. Over
time, Acceledev built its own R&D &
manufacturing sites in China and the
USA. AcceleDev has one wholly owned
site in the United States and also one in
China. This is in addition to the original
manufacturing partnerships.

The reliability of our supply from China,
propelled deep partnerships to develop
with multiple large pharmaceutical com-
panies. This helped further establish and
strengthen our R&D expertise and pres-
ence in the marketplace. Our custom-
er partners greatly valued our work, &
therefore promoted us internally, which
led us to working with a range of differ
ent groups, each with different types of
project requirements. Over time, it made
sense for AcceleDev to integrate into the
United States as the reduction of real es-
tate prices and the cost of hiring chem-
ists became much more cost effective,
and began closing the gap with China.
This US site now fits in within our model
to be a low cost supplier in the United
States in addition to our presence in Chi-
na.

AcceleDev is known for our process
design and development; 90% of our
business is custom synthesis in which
customers give us a target structure in
early development. Our chemists design
a scalable process to develop the mol-
ecule on a larger scale. We have part-
nerships with three of the top five main
pharmaceutical companies, and close
collaborations with many others. Ac-
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celeDev is focused on developing deep
customer partnerships, where both or
ganizations can more greatly benefit. In
terms of its original raw material sourc-
ing business, AcceleDev was one of the
first China companies to set up analytical
facilities to analyze materials before they
ship out of China. Customers also found
that we could handle intellectual proper
ty protection, which led to the increased
amount of custom synthesis work.

As the market becomes more competi-
tive, what are AcceleDev’s competitive
advantages?

The market is becoming more competi-
tive and as a small company, AcceleDev
has to compete with those much larger,
who have large infrastructure in place.
AcceleDev remains highly competitive
for many reasons, including chemistry
expertise, efficient communication & a
driving commitment to “always deliver
on-time” Our efficiency and speed are
partly due to our ability to deeply under
stand and predict what our customers
want, in advance. This comes from a rich
level of pharmaceutical experience with-
in our organization.

Is AcceleDev planning to capitalize on
the future growth of the market?

We have the potential to expand, al-
though we employ a conservative ap-
proach before investing. We are hiring
more employees in the United States
and China now, and we are upgrading our
manufacturing sites as more companies
are starting to outsource active ingredi-
ents in addition to raw materials. Accel-
eDev plans to employ at least 10 more
R&D chemists within the next one to two
years, and grow the manufacturing site
to expand reactor capability and also in-
crease staff by 20%.

What cost savings can companies

achieve by manufacturing in China?
China used to offer savings of five to 10
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times in general, over suppliers from oth-
er countries competing on the same ma-
terial. Labor costs in China are increas-
ing quickly, partly because of the high
demand for chemists generally, and also
for more highly trained chemists with
an American or European background.
The Chinese education system has been
opened up to allow a lot more students
in each classroom, while the number of
teachers has not increased at the same
rate. So the level of training is not quite
as good as it once was. AcceleDev is
very selective and recruits only experts
in R&D, so this can often make the hiring
process difficult and lengthy in china. At
the same time, it is becoming easier to
recruit in the United States as more com-
panies are shutting down sites and there
are more highly trained chemists who are
willing to work for a lower salary.

What can other companies learn from
AcceleDev's experience in building
successful partnerships in China?

It is vital to have a broad range of indus-
try experience, in order to help over
come any type of challenge facing you

H::]|1-i|1g To Accelerare I]-:.'ﬂ:]upnu:ut Timelines

& Meet Lnng-'l'l':rm Production Needs

e Provideeg chemivry RETY sorvices & sophinticansd meloouls dovclopmen,
i gram i jon saele BoF L0 years g
e Provideg proces chamisng innovarkon (=25 chemdsiny ssepa) o boah

gram & palor scale projoon.

B || b pverang maanatinl & egular oo ieo oa R Ame & i oo

= Hewsarch. Dhevelopment & Prodeion dees in both USA & China
- openks 8 Bydeopenasien capabilinies oo b, pdor &
conmnicial neale.

o= Tl v of available analyvicil B o s e wipper

Find sur wiry 5 of the Top /13 phrrmecrarical mulrisatieaal
e leseg samaling ReTY partaersinie wink ur. We derply
wnalrepizwd phy mraning of wrpreey O il ralne of prar e,

in a difficult marketplace. Fast & effec-
tive problem solving ability is essential.
Equally important is to have the same
level of expertise in the leadership cho-
sen to be on the ground in china. A team
that deeply understands the culture and
unigue systems is key. Companies need
to be interconnected to the government
and able to find essential local elements
and advantages, and maneuver success-
fully through any types of unique local
challenges is key to the growth & stable
long-term establishment. It is a challeng-
ing market and many companies have a
false sense of security if they lack a deep
understanding.

Is AcceleDev interested in expanding
its international presence?

Nearly all of AcceleDev's business is
from Europe and the United States; we
expect our growth will continue to come
from the western market, although we
are also looking to grow in India and
China. It is vital for AcceleDev to always
deeply understand our customer’s ever
changing requirements in order to be
successful. Pharmaceutical companies

A

are consolidating and getting rid of their
R&D facilities and internal production.
They are outsourcing more often, but
the number of programs they are being
put through development is significantly
less. This means that R&D companies
like ours will need to continue to work
hard to better themselves, in order to
remain competitive over these next few
years, while pharma companies continue
to change and find their way forward.

Where would you like to see Accel-
eDev in the near term?

AcceleDev is focused on working on so-
phisticated chemistry and more of the
unigue chemical operations that require
hydrogenation or low temperatures that
our competitors do not have the exper
tise for. Our employees have a good un-
derstanding of both markets in China and
the United States. Our business model
is to continue to grow and expand our
breadth of capabilities in order to better
meet the new needs of those customers
who want to outsource more generally,
and more sophisticated intermediates
and ingredients. ®

AcceleDev Chemical L.L.C

Inmernre { ey ReHD) —= Jak o Casasrodal Seale Prosdiscvan

BI-B62-289-15%24 J infogpacceledes.cam

n e, i



INTERVIEW TCRS

Interview with

Michael Kirkup

PRESIDENT & CEO, THE CHEMISTRY RESEARCH SOLUTION

The Chemistry Research Solution (TCRS)
is a relatively new CRO on the market.
Can you give us an overview of the com-
pany’s development?

The Chemistry Research Solution is a three-
year-old contract research organization. The
difficulty of starting up a company like this
is actually getting started and finding your
first client. Aggressive advertising and at-
tending trade shows helped tremendously
in getting TCRS off to a good start. Suc-
cessful completion and timely delivery of
projects is of paramount importance for any
company but especially the new kid on the
block. Usually it takes three years to move
up to the next level of business, but we
have been successful in going beyond that
step, financed entirely on earned income
and personal savings. We have gained a
reputation within the industry and people
now know about us. Just recently we were
awarded a five-year government contract
with the National Cancer Institute. Banks
are beginning to show interest as well,
since we are showing profit and will soon
begin to expand even further.

As you expand your client base, what
are your core competencies that you are
marketing as unique services?

TCRS is a custom synthesis company with
expertise in medicinal chemistry. My busi-
ness partner and | both have many years of
experience working at large pharmaceutical
companies. Not too many years ago medic-
inal chemistry was a niche service provided
by only a few chemistry CROs but since
larger pharmaceutical companies are now
dramatically reducing their research staff,
the demand for these skills is on the rise.
It is difficult chemistry and many CROs do
not have the necessary skills or depth of
experience to work in this area. We have
gotten projects from small to medium-sized
biotech companies that either do not have a
chemistry department or staff only a small
number of analytical chemists.

We are also developing another niche in the
field of antibody drug conjugates and linker
technology in the oncology area. Only a few
chemistry CROs are willing and capable

of handling the highly cytotoxic materials
used in this field. While we and only a few
other CROs have supplied our clients with
“chemical warheads"” attached to custom-
ized activated linkers, even fewer CROs are
attaching these agents to the antibodies di-
rectly. This is generally something biotech
companies prefer doing in house. We have
one client who is trying us out in this area
for a current project. While this is a growing
field among biotechnology companies we
feel TCRS, as a chemistry services provider,
is getting into this area of research ahead
of the pack.

How have you developed your laborato-
ry capacity to better serve your clients?
There is now a huge inventory of chem-
ists in the Northeast who have been laid
off. Since there is no shortage of talent,
we have been able to hire very talented
employees quickly. People are willing to
work for small companies because they are
more visible and, if they are good at their
job, they are able to move up quicker and
take on more responsibility as the compa-
ny grows. With larger companies, these
talented employees and their work some-
times become buried.

In addition we have a strategic alliance with
an Indian partner to fill in the skills and ser-
vices not yet provided in house at TCRS and
vice versa. We each have our own strengths
and each compliments the other in terms
of services provided. When a client needs
to have a process that was developed at
TCRS, scaled-up under GMP guidelines,
we transfer the technology to them as part
of the agreement with the client and they
would handle the manufacturing.

As more companies look offshore to
outsource their research needs, is there
increasing pressure on a Western-based
CRO such as TCRS to deliver more ser-
vices at lower prices?

The Chemistry Research Solution’s strate-
gy is based on our recognition of these out-
sourcing trends. The type of work that these
companies have outsourced to China and
India is, for the most part, routine chemistry.
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They are more interested in quick turnover
than complex, highly technical chemistry. A
small biotech company is much more inter
ested in the latter since they cannot afford
to lose their limited intellectual property to
an outsourced company. They are also not
as well-equipped financially to keep tabs on
an overseas company. Sending a technical
representative overseas to monitor a pro-
ject is a big expense, and something that
is difficult to do by phone alone for more
complex projects. In addition, large pharma-
ceutical companies will generally outsource
the same project to several different CROs
to guarantee a timely product delivery. This
is something that would strain the budget
of smaller companies.

Is there a lot of risk associated with con-
centrating a majority of your business on
start-ups?

There is always a risk with smaller compa-
nies whose projects are generally of shorter
duration, but we are constantly looking for
new projects and clients. Whenever there is
a slowdown from one client, we must have
something with which it must be replaced.
We have been very lucky and successful at
finding the right clients. It takes time to de-
velop a trust and confidence to invest with
a company like ours long term, but that is
our overall goal. The initial smaller projects
we do for a client must be successful to
solidify these long-term investments.

Where would you like to see TCRS in five
years?

Our long-term goal is to double our busi-
ness every year for as long as we can. We
have a lot of natural visibility due to our size
and specialization. For the time being, our
goal is to grow organically without outside
financial assistance. With proper planning
and developing, domestic outsourcing will
make a big comeback in the industry. e
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Interview with
Pierre Lunel

CEO, NOVASEP INC

What is the significance of the North
American market to Novasep’s global
operations?

Novasep has been in the United States
with our subsidiary for 14 years. North
America is a very important market for us.
There is a very large number of start-up
or medium-sized companies here who
are very active in the development of
new molecules, in many different areas
including pharma, Biopharma, Food and
functional ingredients, Fine chemicals,
and bio-based chemicals. While the US
does not have the same growth rate that
Asia does, the molecules and processes
that we are initiating here have the poten-
tial to lead to bigger sales, systems and
CMO activity either in the United States
or somewhere else in the world.

What are Novasep’s core strengths in
process development and custom syn-
thesis?

Novasep provides the customers with a
choice between insourcing and outsourc-
ing. Our customers have the choice of
buying the equipment for the process that
we have developed with them and oper
ating it themselves, or subcontracting
the manufacturing of the compounds to
Novasep. We provide not only purification
solutions, but upstream services. For in-
stance we can also work on the synthesis
using the expertise we have in the chemi-
cal field, going from hazardous chemistry,
to very classical chemistry.

As we have been seeing manufacturers
start to bring their outsourcing back to
the United States, which industries are
providing the most growth opportuni-
ties for Novasep?

We have not yet seen clear examples of
companies coming back to North Ameri-
ca, but it is a trend in the pharmaceutical
industry. The majority of our business is
in the pharmaceutical field. Agrochem-
icals are also a large market for us. The
agrochemical sector is addressing the
patent cliff with sometimes similar ways
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to the pharma industry, where companies
with racemic compounds on the market
are proposing not the racemic compound
but the pure, active enantiomer. With
Novasep’s continuous chromatographic
systems, we can have this purification re-
alized in a competitive way. We have also
been working on a three-year project with
a company in the electronics industry
using chromatographic technology. The
electronic industry is requiring more and
more pure products and we are develop-
ing purification processes specifically for
a number of different intermediates.

When it comes to R&D, what is the
role that Novasep’s US operations play
within the company’s global strategy?

In North America, we are a centre of ex-
pertise focusing on purification technol-
ogies for all our markets. North America
has all of the different markets that No-
vasep works in: from the pharmaceuti-
cal and biopharmaceutical industries to
food and functional ingredients and to
agrochemicals, electronics and specialty
chemicals. This is not the case in other
markets where we are present, so our
North American operations allow us to de-
velop processes directly with the whole
range of our customers.

What are some examples of Novasep's
initiatives to develop more sustainable
processes?

Our Varicol and SMB continuous chroma-
tography processes allow for better pro-
ductivity and yield pure enantiomers with
almost no solvent consumption, due to
the integration of advanced solvent recy-
cling technologies. We are able to develop
a process by screening the right station-
ary phase, obtain a very good productivity
for the stationary phase, then, using our
proprietary computer modelling tools,
implement that in a continuous process
and obtain a very pure product at a very
competitive price. In pharma, we have
numerous examples where companies
have switched from crystallization to the
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Varicol system for commercial manufac-
turing because this technology is more
competitive and more sustainable: this
is sometimes difficult to believe for an
organic chemist, but our chromatography
processes consume much less solvents
than classical purification processes such
as crystallization! Varicol can also be com-
petitive in the agrochemical field, on a
case-by-case basis.

We also use our continuous chromatogra-
phy technologies to purify omega-3 prod-
ucts in a very cost-effective and environ-
mentally friendly way.

We are now starting to apply the con-
cept of continuous chromatography to
the biopharmaceutical industry. To our
knowledge, none of the industry has yet
switched from batch chromatography to
continuous process. WWe are coming up
with more efficient and productive solu-
tions that use less of a production foot-
print. This switch will definitely happen,
but it is a question of time.

What are some of the growth goals that
you have for the company in the medi-
um term?

There is a lot of potential for our US busi-
ness to expand by three or fourfold. We
are building new business related to prod-
ucts and consumables for the biophar
ma market, such as our unigue range of
disposable tangential flow filtration, and
we are launching a revolutionary protein
for antibody purification, which will gen-
erate increased repeat business. We ex-
pect to grow significantly in biopharma in
the coming years. Our growth will come
either through our operations in Europe
or, why not, through an acquisition in
North America so to have local capacity
to manufacture from Phase | to Phase llI
or more. ®
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With the modern emphasis on envi-
ronmental responsibility, companies
across a broad range of industries are
focusing on reducing their environmen-
tal footprint. Few industries, however,
have been as successful in this endeav-
or as the chemical industry: an eco-
nomic sector that is not only reducing
its own emission, but helping others to
do the same.

The US, so often at the forefront of in-
novation, has similarly played a leading
role in this global trend. According to
Beate Ehle, executive vice president at
BASF, chemistry and sustainability will
play key roles in solving the demands
for food, transportation and energy that
currently exist. “We need to do things
differently, which drives us to look into
niches. Big-volume, classical chemicals
do not solve key issues, such as water
and heat management, but more so-

phisticated high-tech chemistry com-
bined with interdisciplinary activities
can help to address these concerns.”
The importance placed on these issues
is becoming increasingly evident not
only in traditional sourcing and manu-
facturing strategies, but as with DSM,
in their business models. “"DSM is
one of the only listed companies that
have a substantial component of our
business model dedicated to our sus-
tainability performance indicators. A
lot of products need to be converted
from traditional chemical processes to
bio-chemical or pure biotechnology pro-
cesses. We make a life cycle analysis
of every development product that we
manufacture; each product must have
a life cycle that is at least 20% more ef-
ficient than the driver in that category,”
said Wessels of DSM.

Companies are also striving to develop

Green Chemistry Patents by Country
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new and more efficient manufacturing
processes. Croda has a 305 kW solar
array system that provides roughly half
of the electricity needs for the office
and labs at their New Jersey site. Gal-
lagher, Croda Inc. president, expanded
on the project’s role in Croda’s overall
strategy: “our solar panels are a major
part of our effort to lower our carbon
footprint and make us more sustaina-
ble. We have initiated another sustain-
ability project that is much bigger in
size and scope, which is a landfill gas
project at our Atlas Point plant in Del-
aware. The project will provide more
than half of the electricity and steam
generation needs for the manufactur
ing site from landfill gas. Our US initi-
atives are part of Croda’s global goal to
supply 25% of our energy needs from
non-fossil sources by 2015."

The future of the United States spe-
cialty chemicals industry rests heavily
on its ability to react to the changing
global market dynamics while retaining
a strict focus on leadership in research
and development. By virtue of their tar-
geted business model, specialty chem-
ical companies are well positioned
to capitalize on the evolving demand
cycles that are proving challenging to
their commodity-focused counterparts.
According to Mathias Greger, local busi-
ness unit manager of performance ma-
terials at DKSH, a Swiss company spe-
cializing in market expansion services:
“"While US growth rates are relatively
stagnant in comparison to Asia, it is still
possible to achieve double-digit growth
here in niche and specialty areas. The
growth and innovation coming from the
US will always make it attractive, even
key for a company's survival.” e
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Interview with

Richard McNeel

CHAIRMAN, PRESIDENT & CEO, LORD CORPORATION

Can you give us a brief overview of
Lord Corporation and your recent mile-
stones?

We are a private company with $790 mil-
lion in sales last year. Half of our business
is dedicated to chemicals, such as adhe-
sives, coatings and electronic chemicals,
while the other half is focused on me-
chanical and electromechanical products.
We have 350 scientists and engineers
with 85% of them working in the US.
Our goal is to continue developing our
core technologies into unique, high qual-
ity products for select markets. We have
a long history of delivering breakthrough
innovation for demanding industries, and
are globally situated to tackle customer
needs.

Does your work in the specialties
chemical unit of the business feed into
your vibration control systems busi-
ness?

It does in the sense that most of the
passive systems are alternating layers of
elastomers, rubber and metal, and adhe-
sives bind them together. The core of the
chemical side of the business is our pro-
prietary Chemlok adhesive. It solves the
problem of bonding rubber to metal and
is still the major product used around the
world for this purpose.

What are your growth projections for
the end of 20127

We should reach about $860 million in
sales, about 9% growth, which we can
attribute mostly to helicopters. We won
a lot of programs related to helicopters
over the last few years resulting in 30%
growth this year on the aerospace side of
the business. We have also seen growth
in our electro-mechanical systems, which
is a relatively new area for us. Most of this
growth is from the installation of active
systems on helicopters, which are replac-
ing standard passive systems that cannot
respond to different conditions. Addition-
ally, our tactical feedback devices, which
give customers the feel of the mechan-
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ical brake with an electronic system for
forklifts and some agricultural equipmen
applications, are also supporting this
growth. This year, most of the growth has
been in the US with sales abroad levelling
out due to exchange rates and weakness
in Europe, China and Brazil.

Are you looking to enter new markets
to increase your growth on the chem-
ical side?

We started up entities in Indonesia and
Argentina last year, and we will be setting
up in Colombia and areas in the Middle
East in the near future. Initially these will
all be sales entities as we continue to ex-
pand to other parts of the world. About
25% of our business is in emerging
economies outside of the US. Our basic
philosophy is to make our chemical inter
mediates in the US to protect intellectual
property, and then we ship those around
the world to our other plants for produc-
tion of the finished product. Once in a
while we export these products back to
the US, but generally they are sold in the
markets in which they are made.

What are some examples of special-
ty products and customized materials
coming out of your R&D efforts?

We do not try and sell commodities. We
make many different products for many
different applications, and we are con-
stantly working to develop new products
to solve customers' problems. The most
obvious example of this innovation is our
attempt to shift our customers over from
solvent-based adhesives to agueous ad-
hesives since they are much better for the
environment. The conversion of a portion
of our two US industrial plants over to this
adhesive has been successful, and we
are making progress in other markets as
well. In electronic chemicals, one of our
scientists came up with a polymer that
has strong thermal and electrical conduc-
tivity with limited precious metal content
relative to competitive products. The first
planned application for this is lightning
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strike protection on composite aircrafts
to replace the heavy copper wire mesh
protection currently in use. We are also
constantly looking at new adhesives to
solve problems in the aerospace industry.

What percentage of your revenues are
you investing back into R&D?

It is somewhere between 8% to 10%,
which is pretty high compared to other
companies. Our board is very committed
to innovation: we are not a commodities
producer, we solve people's problems.
We are currently working on solutions
for the next generation of products. Our
focus on innovation allows us to grow
as rapidly as we do. Our employees love
working here because we are always
working on something new.

Are you seeing an increase in custom-
er demand for the use of Green Chem-
istry in your products?

Bringing green chemicals to the indus-
try is an objective of the Lord Corpora-
tion. This shift is inevitable, so it makes
sense to invest. We have been working
on products for a several years, but the
interest is slowly developing and we will
be ready when the market is ready to
make the switch. After years of improve-
ments, our aqueous adhesive is now
close to the performance of our solvent
adhesive. One of the challenges to con-
vincing customers to switch to more sus-
tainable solutions lies in the initial capital
investment required to make this switch.
As long as they do not have to switch,
they do not want to, unless they are very
dedicated to sustainability. The European
companies are a little more progressive in
this area, so that is where we are finding
most of the current opportunity for green
chemicals.

Where would you like to see the com-
pany positioned in the market in the
next five years?

We are going to continue to expand
globally, especially in Central and South
America. We have not done much in Af-
rica or the Middle East yet, but there is
always potential there. Innovation is really
driving the rest of our growth. Protecting
our strong base business of adhesives
and control systems and expanding with
market demand is obviously a top priori-
ty, especially since they are some of the
best in the world. ®
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Curing the Market:
America's
Pharmaceutical
Sector

“The United States and Europe have always been a hub
for the pharmaceutical industry and therefore a key
driver for the company. The impact of what gets done
here is felt well beyond the US borders.”

- Joseph Barendt, COO, Chiral Technologies Inc



ARTICLE

The Growth

Potential

Global Business Reports
y Explc s

An introduction to the
US pharmaceutical

industry

While our modern way of living de-
pends, in a very real and tangible sense,
on the chemical industry, for many peo-
ple it is the act of living itself, rather than
simply the way of living, which relies on
the innovation and work of the chemi-
cal industry. Although there does exist
some debate about whether pharma-
ceuticals should be classed a specialist
chemicals, the importance of the role
they play mean that they cannot be ig-
nored in an examination of any chemical
industry.

The US East Coast, and specifically the
northeast, is the home of American
pharmaceuticals. Companies are attract-
ed by hordes of graduates from top-tier
universities and a high concentration
of scientific professionals: New Jersey
alone is home to 15 of the world’s top
25 pharmaceutical companies. Although
the sector has experienced similar chal-
lenges to their chemical counterparts,
such as outsourced manufacturing, for
smaller pharmaceutical companies who
rely heavily on innovation, the depth of
talent available ensures that the East
Coast will remain the centre of the
pharmaceutical industry in the years to
come.

Aceto Corporation is a Long Island, NY-
based virtual manufacturer who shifted
their business model from industrial
chemicals to focus on pharmaceutical
manufacturing. “Aceto found that many
of our industrial chemicals also had
pharmaceutical applications, which of-
fered more attractive margins and less
cyclical dependence,” said Albert Eilan-
der, chairman and CEO of Aceto.

In 2010, the company penetrated the

market by acquiring Rising Pharmaceu-
ticals in order to focus on finished dos-
age forms. “With the introduction of ge-
neric drugs into the market a number of
years ago, the need for pharmaceutical
involvement became much greater. Our
pharmaceuticals business has grown at
greater rates than our other businesses
and we have become involved in inter
mediates and active pharmaceutical in-
gredients,” said Albert Eilander.

Having an East Coast footprint is also at-
tractive to European companies looking
to expand their presence in the United
States. Swiss-based Helsinn Thera-
peutics has been focused primarily on
supportive care and has a niche focus
on supportive cancer care. In 2009, the
company acquired Sapphire Therapeu-
tics, a New Jersey-based biopharma-
ceutical company, in order to acquire
a cancer supportive care agent and a
Gl supportive care molecule that was
in development. The acquisition also
allowed Helsinn to have a direct com-
mercialization presence in the United
States.

Aloxi, the main revenue generator for
Helsinn Therapeutics, is the market
leader in the United States and Japan
for the treatment of chemotherapy-in-
duced nausea and vomiting. The compa-
ny is also developing Anamorelin, which
is used for the treatment of canceras-
sociated cachexia. The drug is current-
ly in Phase Three and will be launched
in the United States under the Helsinn
brand. According to William Mann, pres-
ident and CEO of Helsinn Therapeutics,
“there is a huge opportunity to bring in-
novation to increase patients’ quality of
life while they undergo chemotherapy;
the market is ready for new agents that
will help patients deal with their dis-
ease.”

For Novacap Group, a French diversi-
fied chemical company, market entry
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into the United States came with the
November 2011 acquisition of Rhodia's
salicylic and acetaminophen business-
es, which they renamed Novacyl, Inc.
"Before the acquisition of Novacyl, the
company was focused predominantly
on Western Europe with assets mainly
in France; the acquisition increased the
company's international presence and
asset base, particularly in North Amer
ica,” said Gilles Grenier, Novacyl's gen-
eral manager.

Last year, the American market repre-
sented $45 million of the company's
$125 million global revenue.

Many of the same issues facing special-
ty chemical companies are prevalent in
the pharmaceutical industry; however,
pharmaceutical companies must also
cope with unigue challenges. With some
of their blockbuster products coming
off patent soon, major pharmaceutical
companies are facing a prospect of tens
of billions of dollars of lost revenue over
the next several years. This segment of
the industry is facing the so-called “pat-
ent cliff” in different ways.

“"What we have seen in response to
this situation is considerable compe-
tition among these players when it
comes to the right kinds of technolo-
gies, opportunities, and developmental
products. Some of these organizations
have a lower appetite for risk now, and
are hesitant to take on products that are
going to require a considerable amount
of additional investment to move along.
Factors in the larger financial market
have made less venture capital and pri-
vate equity available, so there are many
companies looking for partnerships and
acquisition opportunities,” said William
Wofford, partner and member of the
Executive Committee of Hutchison Law
Group PLLC, a North Carolina-based
firm that specializes in the life sciences
industry.
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Ranking of Industrial Sectors by R&D
as a % of Net Sales (2010)
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INTERVIEW

Interview with

William Mann

PRESIDENT AND CEO, HELSINN THERAPEUTICS (U.S.), INC.

How important is the United States
market to Helsinn's international busi-
ness?

Since the establishment of the Helsinn
Group by Gabriele Braglia in 1976 in Chi-
asso, Switzerland, the organization has
been pursuing a unique business model
based on in-licensing products at an early
stage, development through registration,
and out-licensing them once marketing
authorization has been achieved. Helsinn
bears the development risk but shares
the marketing risk by selling our products
through distributors worldwide (currently
in 86 countries). In addition, the Group
has both API and finished product man-
ufacturing capabilities in Switzerland and
Ireland, respectively. The company has
been focused primarily on supportive care
and especially cancer supportive care.
Helsinn acquired the US company Sap-
phire Therapeutics, Inc. in 2009 which
then became Helsinn Therapeutics (U.S.),
Inc. Both the technology and the people
at Sapphire Therapeutics were comple-
mentary to the Helsinn Group, with com-
pounds in development for cancer and Gl
supportive care. The acquisition estab-
lished a presence for Helsinn in the US
and the plan going forward is for Helsinn
Therapeutics to establish direct sales,
marketing and distribution in the US mar
ketplace.

Helsinn Therapeutics (U.S.), Inc. current
employs 38 associates and is based in
Bridgewater, New Jersey. The company is
focused on advancing its pipeline through
registration and marketing authorization
and is preparing to establish a commer-
cial presence. Although the first US de-
veloped product will be launched in 2016,
we have an option to co-sell a currently
marketed Helsinn product alongside the
existing distribution partner starting as
early as 2013.

Helsinn's business model is based on
expertise and excellence in clinical devel-
opment, APl and finished product manu-
facturing, and marketing support to our
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distributors. Helsinn has achieved a high
success rate in developing compounds
through successful commercialization.
The business model allows Helsinn to
acquire compounds at an early stage and
to add value through successful develop-
ment and commercialization.

What specific characteristics are
unique to Helsinn's products?

Helsinn's products are supportive care
products in cancer, Gl, pain and inflam-
mation. The vision of the Group's CEO,
Riccardo Braglia, is for Helsinn to become
the premier Quality of Life Company.
There is a huge need to develop innova-
tive therapies to help patients deal with
the side effects of their disease and to
thereby increase their quality of life.
Aloxi™, launched in the US in 2003, is the
main revenue generator for Helsinn and
is the market leader in the United States
and Japan for the prevention of chemo-
therapy-induced and post-operative nau-
sea and vomiting (CINV and PONV). The
key to its success is its long half-life,
which means that one dose remains ef-
fective for several days. Helsinn is devel-
oping a second generation product that is
currently in Phase 3 development and the
expectation is that it will continue to ad-
vance the treatment options available for
cancer patients at risk for CINV.
Anamorelin is a product under investiga-
tion for the treatment of cachexia asso-
ciated with non-small cell lung cancer. It
is currently in Phase 3 development in 19
countries and will be commercialized di-
rectly in the US by Helsinn Therapeutics.
The co-primary end points of the Phase
3 are handgrip strength and lean body
mass. We are also measuring quality of
life benefits using validated Patient Re-
ported Outcome instruments.

Helsinn has clear development and fiscal
plans in place to support the develop-
ment of new and innovative molecules
and is actively looking to in-license new
molecules to develop and commercialize.
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How much of a challenge is it for Hel-
sinn to keep costs competitive and
protect the products under the Helsinn
brand?

Helsinn seeks to innovate in areas of un-
met medical need and has the ability to
diversify as necessary. For instance, Hel-
sinn has a minority investment in Thorne
Research, Inc., a high quality US nutri-
tional supplement company which will
develop products meeting the needs of
people living with cancer. Riccardo Bra-
glia, Helsinn Group's CEO, has a vision
to support patients through pharmaceuti-
cal agents, nutritional supplements, and
other services as they become available.
Helsinn has APl and finished product
manufacturing facilities in  Switzerland
and Ireland respectively. The Swiss fa-
cility, Helsinn Advanced Synthesis, is
engaged in both general and high poten-
cy manufacturing. Third parties contract
with Helsinn Advanced Synthesis be-
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cause of its long reputation for high qual-
ity manufacturing. For instance, there
has already been interest from third par
ties in a new cytotoxic facility which is
due to open at Helsinn Advanced Synthe-
sis in 2013. Helsinn Advanced Synthesis’
long reputation allows it to compete with
chemical manufacturers in China and In-
dia.

What characteristics does Helsinn look
for in a potential acquisition or part-
nership?

Helsinn is open to acquisitions and part-
nerships with other companies and has
a global business development team
that is based out of Switzerland. Helsinn
looks for opportunities that are compati-
ble with its portfolio and for which there
is a good business case. We look for
development stage opportunities and
marketed products to which we can add
value through innovation.
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As Helsinn is a private company and has
not taken on any debt, any company ac-
quisition would need to be of a certain
size. While our primary focus is in oncol-
ogy supportive care, we are also looking
at products that would complement the
products that will be commercialized in
the US by Helsinn Therapeutics. How-
ever, if economically viable, we will also
consider products in other therapeutic
areas.

Where would you like Helsinn to be
positioned within the next five years?
The Helsinn Group intends to cement
its reputation as the leader in supportive
care. Helsinn is committed to supporting
patients by developing products to help
patients deal with the side effects of
their disease. We will maintain our inno-
vative culture to identify opportunities to
help patients that may be overlooked by
our competitors. ®

The Art of Cytntnxic Manufacturing
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The Implications of
“Obamacare”
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One of the main debates of the recent
presidential election was over the 2010
Patient Protection and Affordable Care
Act (ACA), otherwise known as “Oba-
macare” Arguably more than any other
presidential policy of recent decades
(bar, perhaps, the Irag War), the ACA has
strongly divided both political and pub-
lic opinion; polls still show an American
population evenly split on its merits or
faults, with very few people undecided
on the issue.

The ACA, for whatever else it may be,
is certainly a historic act. The creation
of universal healthcare coverage, taken
for granted by so many developed coun-
tries, has repeatedly run into hurdles
when various figures have tried to intro-
duce it in the USA: it failed to pass under
Franklin Roosevelt in 1934, Harry Truman
in 1945, John Kennedy in 1962, and Bill
Clinton in 1993.

In the pharmaceutical industry, opinion
towards the ACA is often difficult to as-
certain, with political rhetoric on both
sides referencing them either in support
of their arguments, or to attack the op-
position. Any attempt to seek out their
views more readily brings up quotes
from politicians saying what “Big Phar
ma" says, rather than direct quotes from
the pharmaceutical industry itself. None-
theless, with the US pharmaceutical in-
dustry accounting for well over 50% of
global sales of new drugs and 39% of
all global drugs, the economic impact of
this legislation comes in a close second
after social impact when assessing its
impact.

The free-market model of the US phar
maceutical industry obviously works.
Despite worries that clinical trials and
research would be increasingly domi-
nated by emerging economies such as
China, as of 2010 the USA still carried
out 51% of all global clinical trials. Rela-
tively new fields, such as biotechnology,
have grown rapidly in the USA: in 2010
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there were 1,452 biotech companies in
the United States employing 180,000
people. Given this, there is a school of
thought that suggests it would be foolish
to tinker with the system.

Yet there are strong arguments for the
ACA. In 2010, 49 million Americans were
uninsured. While on a social level this
seems almost incomprehensible to a
European observer (roughly 60% of all
bankruptcies result from medical bills),
economically this is also a problem.
Research has shown that average pre-
scription drug spending for uninsured
people under 65 is little over a third of
the spending of those with insurance.
The additional revenue gained by phar
maceutical companies from accessing
a newly insured market of the size the
ACA will create could potentially triple
pharmaceutical industry revenue by
2020. Without it, an ageing population
will certainly grow the size of the mar
ket, but not nearly to the same extent.
Some concerns have credibility. Profita-
bility will not increase in the same vol-
umes due to additional taxes and fees
on pharmaceutical firms, for example.
However, other concerns, such as wor-
ries that this additional revenue will be
offset by mandates for the use of gener
ics, arguably fail to see the full picture.
Generics are a danger. By 2015, it is es-
timated that an additional $95 billion of
current prescription drug revenue could

switch to generics, due to the so-called
"patent cliff” Yet the largest prescription
drug market, senior citizens, are afflict-
ed by ailments such as Alzheimer’s that
still require new drugs; drugs that are
currently in research pipelines of the big
pharmaceutical companies. These con-
ditions have not been solved and their
remains plenty of room in the market for
new and patented drugs. While generics
have been increasingly gaining ground in
terms of number of prescriptions (30%
in the 1980s to 75% in 2010), branded
drugs are expected to continue to dom-
inate overall sales figures (generics still
accounted for only 16.5% of sale value
in 2010).

Furthermore, arguments for and against
the ACA cannot simply deal in numbers:
the market will increase in size by this
much, the taxes will be this much, and
so on. Some important aspects of the
ACA are not only aimed at increasing
healthcare coverage, but will change the
nature of healthcare coverage.

The implementation of an independ-
ent payment advisory board, as well
as outcomes research funded by the
federal government, is expected to pro-
vide more information to patients who
often previously reliant on information
provided by just a single source. With
this greater awareness of the function
of a drug and its value for money, some
experts predict that the US healthcare

We are a global leader in the marketing and distribution of
pharmaceutical intermediates and active ingredients, finishad
dosage form generics, nutraceutical products, agricultural
protection products and specialty chemicals for the coatings,
polymer, personal care, and color industries.
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market will increasingly demand thera-
pies and prescriptions that are specific
to their specific condition and fit with
their particular genetic or disease profile.
This greater product customization can-
not be done through generics; it requires
the expertise and research capabilities of
specialized pharmaceutical companies.
There is a discrepancy in US health-
care. A nation that has the largest and
most advanced pharmaceutical indus-
try in the world also spends 60% more
on insurance and patient care than any
other country in the OECD while achiev-
ing roughly the same (and sometimes
worse) results in life expectancy and in-
fant mortality. The challenge was always
going to be removing the latter problem
while retaining the former strength.
Now is the time to test this. The Amer
ican pharmaceutical industry, despite
the rough years of the global financial
crisis, has a solid underlying foundation
for future growth: an ageing population
as the “baby boomer” generation en-
ters retirement. If the ACA does present
hardship for the sector, it is better that
these difficulties are faced when com-
panies have the strength to overcome
them. Yet although the debate will no
doubt continue for quite a while, often
about issues completely unrelated to the
pharmaceutical industry, the research so
far suggests that “Obamacare” could be
blessing.
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Interview with

Albert Eilender

CHAIRMAN AND CEO, ACETO CORPORATION

Can you provide us with an introduction
to Aceto Corporation?

Aceto is a virtual manufacturing company
that markets and sells a variety of pharma-
ceutical and performance chemical prod-
ucts on a global basis. In the last 15 years,
the company has shifted from primarily
representing US and European manufac-
turers to representing Asian producers.
Today, about 60% of Aceto’s products
originate from Asia. Concurrent with the
company's global migration, there has also
been an industry migration from industrial
chemicals to pharmaceutials. We found
that many of our industrial chemicals also
had pharmaceutical applications, which
offered more attractive margins and exhib-
ited less cyclical dependence. Therefore,
we decided to pursue the pharmaceutical
markets.

With the introduction of generic drugs into
the market a number of years ago, the
need for pharmaceutical involvement be-
came much greater and Aceto was in the
right position at the right time. Our phar
maceuticals business has grown at greater
rates than our other businesses and we
have become involved in pharmaceutical
intermediates and active pharmaceutical
ingredients (APIs). At the same time, we
have also been developing supplier rela-
tionships with companies in Asia that do
not have the capability to enter into the US
and European markets on their own. These
companies were looking to go up the val-
ue-added chain into finished dosage form
pharmaceuticals and we partnered with
them as suppliers. Our recent pharmaceu-
tical focus led us to our 2010 acquisition
of Rising Pharmaceuticals, Inc., a finished
dosage form pharmaceutical business.

Can you elaborate on what growth
goals Aceto had in mind when it decid-
ed to acquire Rising?

About five years ago, Aceto embarked on
a program to bring finished form generic
drugs to market under the Aceto name.
We had a number of products but it was
not really a successful venture and it be-
came obvious to us that we needed to do

something more significant to penetrate
the market. For Aceto, this meant going
into a joint venture, partnership or acqui-
sition. We decided to acquire a mid-sized
company where we felt we could quickly
and dramatically impact the business going
forward. Rising, like Aceto, is a niche-ori-
ented company, so the acquisition fit very
well with our strategy and culture. Rising’s
competitors are also our customers on
the pharmaceuticals intermediates and in-
gredients side of our business, so we set
Rising up as a standalone subsidiary and
keep the company separate from our other
businesses which supply intermediates or
APIs to Rising’s competitors.

Aceto has three newly named business
segments: human health, pharmaceuti-
cal ingredients and performance chemi-
cals. Where does the division of revenue
fall within these lines?

The bricks and mortar of the company has
always been the chemicals side of the
business, which represents about 40% of
our sales. Our pharmaceuticals segment
represents 36% of sales and human health
constitutes the remaining 24%. Aceto
plans to continue supporting and growing
all of our businesses, but we expect to see
the pharmaceutical and human health busi-
nesses become a relatively larger percent-
age of the overall business in the future.
Human health is growing well in excess
of 20% a year and pharmaceutical ingre-
dients are growing more than 10% a year.
Performance chemicals, in comparison,
are tied to GDP and so this line is growing
between 1% and 2%.

The generic drug market is poised to
grow robustly, especially considering
the patent cliff in the United States.
What strategies do you have to increase
your market share and what will that
bring for Aceto?

Although the thrust into generic drugs for
blockbuster drugs has reached a peak,
Aceto has always played in a smaller mar-
ket where there is still a lot of opportunity.
The absolute number of drugs that are go-
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ing to become generic over the next five to
ten years is continuing to grow. Aceto ex-
pects this is going to be a very robust area
for us. We are currently investing heavily
in our new product development pipe-
line, and plan to continue to do so in the
future. When we consider a product, we
look for a drug that has few or no generics
and a market size between $25 million to
$50 million. Out of the 45 products in our
pipeline, we are the first to file for 18 of
them. Our sweet spot is the range of niche
products that fall under the radar, and this
is how Aceto will continue to grow robustly
for the foreseeable future.

Looking at Aceto’s stock performance,
your share price has climbed over the
past year. How closely does your stock
performance relate to your business
earnings?

Generally our stock price is on trend with
our sales and earnings and it is a nice track
record over the past four years, but we
think that the company’s stock price is un-
dervalued We are certainly going out and
raising investor awareness because we
believe there are still many potential inves-
tors who do not really know Aceto. We are
being proactive here, and we also need an-
alysts to follow us who really understand
our business. Investor reaction has been
good thus far. We do not have the liquidity
for the very large investors, but we do have
an attractive quarterly dividend policy. Ulti-
mately our business performance will drive
the stock price and that is what we are fo-
cused on; however, there are still elements
that are out of our control. Our trend lines
are in the right direction and we expect for
next year to be another strong year for us.
Having said that, | do temper my optimism
with concerns about the global economy,
seeing as 40% of our business is subject
to GDP growth rates. ®
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Interview with
Jaeyon Yoon

VICE PRESIDENT OF MARKETING, SK LIFE SCIENCE

Can you provide us with an overview
of SK’s business divisions and explain
how SK Life Science fits into the com-
pany’s strategy?

SK is the third largest conglomerate in
Korea and its major business is oil and
telecommunication. SK integrated its
technology and experience in oil and pet-
rochemicals into pharmaceuticals through
SK Life Science, which has two divisions:
drug discovery and custom manufactur
ing. On the drug discovery side, the goal
is developing new drug entities in specific
areas. On the custom chemical manufac-
turing side of our business, we are pro-
viding products and services in advanced
intermediates and APIs for pharmaceu-
tical companies using highly specialized
technology which we accumulated from
our oil business, continuous flow chem-
istry. This technology differentiates us
from other conventional manufacturers,
who primarily use batch-type reactors.
Continuous reaction technology uses tu-
bulartype reactions that have higher pro-
ductivity. This type of reaction can handle
high pressure, high to low temperatures
and hazardous reactions.

How is SK's petrochemical expertise
put to use in pharmaceutical manufac-
turing?

The company has a long history in the
petrochemical industry, our management
wanted to diversify by moving into the fine
chemical and pharmaceutical area. With in
depth knowledge and experienced staff,
SK designed a continuous reaction sys-
tem that allows for high flexibility in mak-
ing small- and medium-sized quantities.
Although the manufacturing concept itself
is very similar to the petrochemical indus-
try, the fine chemical and specialty phar
maceutical areas have very diversified
and delicate reactions. WWe have done a lot
of research to implement sophisticated
chemistry required to convert to continu-
ous reaction in the fine chemical area. \We
have since expanded our business areas
more toward downstream products with
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At a time when the US chemical indus-
try is increasingly focusing on Asian
markets, how does SK Life Science ex-
ploit these synergies between its home
market and the USA?

Almost all of SK's revenues come from
the United States and Europe; less than
1% of our pharmaceutical revenue is gen-
erated from Korea. Our primary target
market is pharmaceutical area, where still
US and Europe are the most active and
where the most business in. So we will
keep focusing these areas with our key
technology. Challenges from China and
India are getting tougher, however we be-
lieve our business will keep growing with
differentiated technology. The advantage
of being a Korean company right now is
the free trade agreement that Korea re-
cently signed with United States, making
all manufactured products in Korea duty
free. Korea also has a similar agreement
with European companies that was put
into effect last year. China, in comparison,
is paying about 6% to 8% custom duties,
depending on the product. The FTA will
hopefully bring some business back from
China and lead to resurgence in Korean
manufacturing.

In light of the rising US interest in Asian
markets, how has this led to increased
competition amongst your peers?

Asian competition is growing and more
and more companies are trying to out-
source from Asian companies; however,
pharmaceutical companies are very sen-
sitive on intellectual property (IP), relia-
bility and quality issues. It is not easy to
find the right manufacturer to meet all
of these requirements. In Korea, labour
and other costs are a little cheaper than
Western companies, but our cost struc-
ture is still high compared to China and
India. However the quality of work and
business environment is almost equal to
Western standard. SK's strategy is not to
directly compete on cost. If you compete

INTERVIEW SK LIFESCIENCE

with raw materials or early-stage interme-
diates, cost is more important because a
customer may able to handle the issue
of lower quality at a later stage. When it
comes to downstream products, where
SK Life Science is focused, customers
are more concerned about quality, reliabil-
ity and IP because it is closer to the final
product.

SK Life Science has a goal to become
a global R&D specialty company. Can
you elaborate on how this is reflected
in the business itself?

In SK's custom manufacturing business,
research and development is at the fore-
front. In many cases we are working with
big pharmaceutical companies in joint
R&D, where they give us their lab proce-
dure and we repeat and improve it and
then supply them with the material. On
the other side of our R&D is the promo-
tion and adaption of continuous reaction
in as many areas as possible. SK Life Sci-
ence's R&D teams consist of engineers
as well as chemists, which gives us an ad-
vantage over our peers. One-third of our
R&D people are engineers and we involve
them in the early stages of development
to eliminate application problems down
the road. Once you bring a technology to
the plant, sometimes it cannot be applied
in the plant or the cost is not what was
expected. Involving our engineers helps
us to avoid these issues.

How has the industry’s push towards
green chemistry affected your manu-
facturing process?

Continuous flow chemistry is the perfect
fit for green chemistry. For example, con-
tinuous process productivity is very high;
usually use very small reactors with min-
imum exposure to the environment. One
of continuous flow system we have, 300L
reactor can produce 10~12MT per month.
It can be all closed system and highly
automated. Continuous reaction is also
greener because it use less energy and
less solvent, in harsh conditions (6000C,
300 bar etc) that reduce catalysts, reac-
tion time and waste. Batch reactions can
also generate a lot of waste and it is much
easier to recycle with continuous reac-
tors. A lot of pharmaceutical companies
are now trying to adapt continuous flow
system, which will be the solution for low
cost, safe, reliable green process.
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Interview with
Jeanne Thoma

COO MICROBIAL CONTROL, LONZA

Can you provide us with a brief over-
view of Lonza’s presence in the United
States?

Lonza has four different sectors: custom
manufacturing, microbial control, biosci-
ence and life science ingredients. Lon-
za has a strong presence in the United
States; our largest R&D center in the US
is based in Georgia. From a manufactur
ing perspective, the United States contin-
ues to be an important market for Lonza.
A major focus for Lonza is continuous
process improvement, which is part of
our overall sustainability objective. Lonza
has certain advantages in our manufac-
turing process which enable us to man-
ufacture products in the United States
that can compete successfully against
Chinese manufacturers in the Chinese
market. One of the current advantages
for US manufacturing is competitive ener
gy costs and a strong local market.
Following the acquisition of Arch Chem-
icals in 2011, Lonza is focused on de-
veloping new business opportunities
created through our combined portfolio
and expanded market expertise. The inte-
gration has been very successful; Lonza
strengthened its global manufacturing
footprint as well as our market presence
in Asia and South America. The acquisi-
tion provided experience in BtoC sales
and marketing and a talented workforce.
The growth that Lonza plans for this busi-
ness will be achieved in large part from
our combined portfolio.

How does your position as the leader
in microbial control affect your pres-
ence in bioscience and life science ar-
eas?

Lonza is also the leader in chemical and
biological custom manufacturing and
cell therapy for the pharmaceutical and
biotech industries. With our broadened
portfolio, we are seeing some synergies
between our businesses. For example,
Lonza is looking to utilize our technol-
ogy to make it more affordable to intro-

duce peptides into the microbial control
or personal care market. The acquisition
brought additional expertise in fermenta-
tion technology, which could be applied
to the personal care market. Lonza's bi-
oscience sector is working on manufac-
turing a skin substitute, which, down the
line, could have applications in the per
sonal care area. Our bioscience business
also offers a rapid testing technology for
the pharmaceutical industry that could be
adapted for use in the microbial control
industry for testing surfaces for contami-
nation and providing instant results.

What trends are you seeing for Lonza’s
products in the United States?

The global trends that drive our business
obviously includes US markets. One of
these trends is a growing increasing-
ly mobile population, which leads to an
increased spread of infection. Another
trend is an ageing population which is
increasing the demand for Heath care
products and facilities. Water reclamation
and providing access to potable water is
another trend and focus for Lonza for oth-
er regions of the world. .

Our business is diversified which is also
an advantage. Our diverse portfolio al-
lows us to leverage our strength in tradi-
tional markets to access new or develop-
ing markets. For example; today some of
our largest revenue drivers in the Micro-
bial Control sector are in the recreational
water, personal care and wood protection
markets. Our experience in these mar
kets provide us the expertise and technol-
ogy to access other growth markets like
hygiene, oil and gas, materials protection
and water reclamation.

Lonza is focused on sustainability by find-
ing solutions that reduce waste streams
and energy requirements and improve ca-
pacity utilization to ensure that our plants
operate more efficiently.

What innovative presence does Lonza
have in the United States?
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We are proud of our $10 million technolo-
gy center in Alpharetta, Georgia, although
innovation is not limited to the United
States or to a specific site.

The competitive global market drives in-
novation. For Lonza microbial control our
innovation is focused on mainly on de-
velopment versus invention. Specifically,
applications development will includes
new formulations, delivery systems and
process technology improvements. Lon-
za has laboratories located all over the
globe. Each laboratory has to adapt to dif-
ferent regional requirements, regulations
and customer preferences. Applications
development focuses more on what cus-
tomers are demanding in the short-term,
whereas our technology center focuses
on the long-term trends.

How would you characterize the regu-
latory environment within the United
States?

We consider our regulatory expertise to
be a market advantage. Lonza is a com-
pany that takes very seriously our com-
pliance responsibilities. Overall, a strong
regulatory environment creates a safer,
stronger more sustainable market. The
regulatory environment can be challeng-
ing, but it also encourages innovation and
process improvement that provide com-
panies with a competitive advantage in a
global market.

Where would you like to see Lonza po-
sitioned in the market in five years?
As the leader in microbial control and cus-
tom manufacturing. We will get there by
building creditability with our customers,
our shareholders and our employees by
setting clear expectations and then deliv-
ering on those expectations. e
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Interview with

William Wofford

INTERVIEW HUTCHISON LAW GROUP

MEMBER, HUTCHISON LAW GROUP

Can you give an introduction to Hutch-
ison Law?

Hutchison Law is a firm based in the
Southeast US, headquartered in Raleigh,
North Carolina. The bulk of our clients
are in biopharmaceuticals, clean tech-
nology, and information technology. Our
concentration is biotechnology and phar-
maceuticals; we generally work with
companies who are trying to commer-
cialize new technologies. If a new poten-
tially therapeutic molecule is discovered
in a lab, that chemical is a long way from
being a drug. We work with the inno-
vators over the course of sometimes a
decade to move that project to market.
Our work involves financial transactions,
strategic alliance arrangements for prod-
uct development and commercialization,
mergers and acquisitions, as well as ne-
gotiated transactions related to intellec-
tual property. Our strengths come from
our ability to help our clients think about
how to capitalize on opportunities and
avoid pitfalls that we have encountered
before.

Would you say that a lot of your busi-
ness is being driven by the patent
cliff?

When you talk about the patent cliff, it is
fair to say that any major pharmaceutical
company is facing that in a different way.
Some blockbuster products are coming
off patent soon, so clearly that segment
of the industry is facing the loss of tens
of billions of dollars of revenue in the
next several years. What we have seen in
response to this situation is considerable
competition among these players when
it comes to the right kinds of technolo-
gies, opportunities, and developmental
products. Some of these organizations
have a lower appetite for risk now, and
are hesitant to take on products that are
going to require a considerable amount
of additional investment to move along.
Factors in the larger financial market
have made less venture capital and pri-
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vate equity available, so there are many
companies looking for partnerships and
acquisition opportunities.

What legal challenges hinder the abil-
ity to bring new molecules to market?
In the life sciences area, there is a higher
level of uncertainty regarding the FDA.
People talk about a pendulum when it
comes to how regulatory bodies work;
the FDA can swing back and forth from
being arguably too permissive in approv-
ing new drugs to being so focused on
safety that new therapies are withheld
from the market. A lot of people in the
drug development business would say
that the FDAs emphasis on safety has
become so strong that it is impairing the
ability to get value, therefore acting as a
restraint on investment.

What does a venture capitalist look for
in an innovative partnership?

Priorities vary, depending on the particu-
lar emphasis of the specific fund or part-
ner, and where that fund is in its lifecy-
cle.The themes we consistently hear are
that investors want technologies with a
strong intellectual property position, in
both the US and other key markets. In-
vestors also want an experienced man-
agement team, as well as the backing of
a world-calibre scientific team.

How would you characterize current
investor interest in life sciences?
Because of the patent cliff, pharma
companies are highly motivated to fill
their pipeline, but the financial crisis has
created a shortage of new investment
funds. One result of this shortage is
that there has been a slowdown in merg-
er and acquisition activity, so we see a
backlog of companies that should have
been bought in 2010 or 2011. Until this
backlog is worked through and those
dollars are freed up, we have an environ-
ment that is keeping some capital from
being invested in this sector.
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Looking at the future of life sciences,
how do you expect it to perform in the
medium-term?

We will continue to see the generics
business grow. There will be new prod-
ucts, and we will continue to see the bar
go up in terms of delivering therapeutic
benefits, but also in terms of cost to
the system. With the innovations in the
human genome and personalized med-
icine, we will see breakthrough after
breakthrough from new products that
will deliver better outcomes. Biomark-
ers will allow pharmaceutical compa-
nies to find the right target for their new
drugs and innovations. There are a lot of
things that have failed, but could have
been successful if targeted properly.
We are now beginning to get the tools in
place to draw those connections. ®



Facilitating
Success:

The Services
Available to the
US Chemical

Industry

“If all you have to offer is price, you are not really adding
a lot of value to the supply chain. Our survival mecha-
nism has been to try to identify unique opportunities
where our insight and technical background can lend
some advantage to a customer and find them something
that they cannot get from a larger player.”

- H. Douglas Thornley, President, Thornley Company
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Chemical
Networks

The importance of

good transportation

and logistics

Miles of US Highway

Source: Bureau of Transportation Statistics

Built up around the mammoth US
chemical industry is a healthy sector of
supporting players that perform crucial
services. From consultants to guide
companies through the current uncer
tain in regulatory environment and the
USAs giant of a financial sector pro-
viding the capital for new projects, to
those constructing the factilities and
transporting the products, this network
is just as important for the success of
the US specialty chemical industry as it
would be for manufacturers operating
in more challenging jurisdictions.

For third-party logistics providers (3PLs)
with the supply chain and transporta-
tion expertise, it is an industry where
the opportunity is ripe, if complicated.
As one of the most advanced nations
in the world in terms of its infrastruc-
ture capabilities, it may be thought that
3PLs play a less important role than
they would in scarce-capacity mar
kets. However, current situations have
brought the importance of effective and
efficient supply chain management to
the fore.

Carrier capacity was whittled down over
the course of the financial crisis as ship-
ment volumes dropped. As volumes
improve in the recovering climate, there
is a need for creative solutions to linger-
ing capacity problems that have been
further constrained by the dramatic in-
crease in shale play.

“The shale gas boom has caused us
to think outside the box,” said Stephen
Hamilton, president and CEO of Chem-
Logix, LLC, a 3PL based in Blue Bell,
PA. “A lot of capacity, especially for tank
trucks, has been consumed by shale
gas and oil. This increased demand has
exacerbated an already existing short-
age of drivers and equipment.”

With carrier capacity tight and their cli-
ents downsizing, 3PLs have stepped
up and taken more active roles in man-
aging supply chains. “Companies are
smartly evolving in how they engage
third party logistics companies,” said
Frank McGuigan, senior vice president
of operations for Transplace.
Transplace, a 3PL and technology com-
pany that expanded into the chemistry
market just 18 months ago, is already
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making a name for itself in the industry.
“Some of our strongest relationships
are built upon the foundation of value
that is identified and created through
a Transplace Consulting engagement.
Our consulting group engages in
benchmarking, network analysis and
optimization as well as procurement
for customers, creating an early under
standing of the value that a third party
relationship delivers, and the problems
it solves downstream,” said McGuigan.
BDP International, a leading logistics
provider for the industry, is another ex-
ample of a 3PL constantly looking to
bring more value to the supply chain.
"BDP has become more extensively
involved in product classification and
determining on the import side which
government agencies need to be in-
volved. Increased focus on safety has
also led to intense focus on the where-
abouts of products. We have designed
our technology so that we can tell our
customers where their goods are while
in transit,” said Michael Andaloro, global
COO of BDP International.

Faced with intense competition com-
ing from lower cost marketplaces,
chemical companies need more from
logistics providers to keep their supply
chains globally competitive.

“Now the impetus in the US chemical
sector is staying competitive without
building up inventory globally. BDP has
evolved to offer clients an array of value
added supply chain services focused
on shortening transit time, shortening
inventory cycle time and reducing costs
to help our customers meet their end
customers’ required delivery dates,’
said Andaloro.

This ability of 3PLs to bridge the com-
petition gap between American man-
ufacturers and their emerging market
counterparts will stay relevant long
after current issues of capacity short-
age resulting from the global financial
crisis, or the added volumes of shale
gas, have been dealt with. For all the re-
search done and world-beating develop-
ments produced, US specialty chemical
manufacturers will still struggle if their
products take too long to get to market
at too high a cost.
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INTERVIEW BDP INTERNATIONAL

Interview with

Michael Andaloro &
Arnold Bornstein

GLOBAL COO & EXECUTIVE DIRECTOR OF CORPORATE COMMUNICATIONS,

BDP INTERNATIONAL

Can you give an overview of the servic-
es that BDP International provides to
the chemical industry?

MA: BDP International provides services
to eight of the top ten chemical compa-
nies around the world. We also partner
with small and mid-sized manufacturers
and distributors, who greatly benefit from
our capabilities. After a sale has been
negotiated, we take care of executing
the logistics, whether it involves import
transactions, export freight forwarding
and transportation, warehousing and dis-
tribution services. We are also heavily in-
volved in terms of activities such as trade
management and consulting, as well as
project

How have you evolved your service
portfolio to the meet the changing de-
mands of the chemical sector?

MA: Over time, BDP has become more
and more of a partner in the supply chain,
especially as many of our chemical cus-
tomers are outsourcing actives in the
compliance arena. BDP has become more
extensively involved in product classifica-
tion and determining on the import side
which government agencies need to be in-
volved. Increased focus on safety has also
led to intense focus on the whereabouts
of products. We have designed our tech-
nology so that we can tell our customers
where their goods are while in transit. Our
clients in the US are also facing a more
global environment where there is intense
competition coming from certain lower
cost marketplaces. Now the impetus in
the US chemical sector is staying compet-
itive without building up inventory globally.
BDP has evolved to offer clients an array
of value added supply chain services fo-
cused on shortening transit time, short-
ening inventory cycle time and reducing
costs to help our customers meet their
end customers’ required delivery dates.

BDP started its international operations
in the early 1990s, in step with many
companies’ globalization and outsourc-
ing initiatives. How is BDP positioned to
grow in markets outside the US?

MA: BDP is no longer a US centric firm;
we are a truly global corporation. Over the
course of the last two years, our revenue
streams from the rest of the world have
now slightly surpassed our US revenue
streams. A big part of our success has
been taking US-based relationships and
successfully transitioning them into inter
national relationships as our clients move
into places from Kuala Lumpur to the
Czech Republic. We are well positioned for
this type of growth and we want to bring
customized solutions to clients worldwide.
AB: In 2005, approximately 69% of our
revenue share from a global standpoint
was derived from US operations. For 2012,
that percentage is projected to be 45%.
We have diversified and grown in other re-
gions, significantly in Asia Pacific, as well
as in Europe and South America, particu-
larly in Brazil.

What growth potential does the shale
gas boom in the United States pose for
BDP?

MA: The increased chemical production
that will take place in the United States
because of lower feedstock costs will not
be consumed in the US. The resulting out-
put will be exported abroad, and having
excess capacity of a desired product in
one market that is in demand in another
is a great thing if you are sitting in BDP’s
position

AB: For the chemical sector, many of the
companies based in the US can take ad-
vantage of the great infrastructure in place
and the reduced risk of establishing capac-
ity in the United States. The importance of
shale gas and its potential for the econ-
omy is very compelling for the chemical
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sector and for BDP's future. While the US
market in recent years has not been the
growth market that Asia Pacific has been,

now with the arrival of fracking technology,
it is potentially a game changer.

What strategies does BDP employ to
overcome regulatory compliance chal-
lenges?

MA: What makes BDP unique from our
competitors is that we are not simply sit-
ting back and waiting to see what happens
in terms of regulations. \We have invested
heavily in a proactive approach. While our
government has the best intentions, the
challenge is often how to attain their ob-
jectives in a way that trade can comply.
BDP is actively involved in organizations
such as the NCITD, ACC and the Danger
ous Goods Advisory Council. Once legisla-
tion is enacted, we go about aggressively
training not only our personnel, but offer
ing webinars and training sessions to our
client base.

Can you leave us with a final message
about BDP International as you look to
the future?

MA: At BDR we are very cognizant that
chemical manufacturers have a number of
challenges. They face a constant balancing
act between cost and services and we are
confident that we can help the industry.
We want to be the outsource provider of
choice and we can deliver very solid ser
vice at a competitive price, as well as cus-
tomized services that meet the needs of
individual firms. Beyond that, we think the
chemical industry here in the US is very
well positioned and we see a tremendous
amount of growth and opportunity not
only domestically but more so for chem-
ical exports abroad and we would like to
be the partner that the industry turns to
facilitate that growth.
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Interview with

Frank McGuigan

SENIOR VICE PRESIDENT OF OPERATIONS, TRANSPLACE

Can you give us an introduction to
Transplace and the company’s recent
milestones?

Transplace was created in the late 1990s
by six different publicly traded trucking
companies that merged their non-asset
based logistics capabilities. In 2009, the
Transplace Executive Team partnered with
the private equity firm Cl Capital, and
bought the business away from the orig-
inal investors. Transplace made its first
acquisition in 2011 with the purchase of
Philadelphia-based SCO Logistics. The
purchase enhanced Transplace’s capability
and experience in the chemical sector and
expanded our operational footprint into the
Northeast. In the past 18 months, we very
successfully completed the integration
of the two businesses while growing our
presence in the chemical sector.

What was the strategy behind the com-
pany’s move into the chemical industry?
Transplace remains one the largest non-as-
set based logistics providers in North
America. We have a strong presence in
consumer packaged goods (CPG), man-
ufacturing and retail as well as chemical.
Currently, the chemical industry is less
than 20% of the portfolio, but it is growing
at a strong pace.

How has the company been received by
the chemical industry as a new player in
logistics?

When it comes to transportation man-
agement, the chemical industry has tradi-
tionally been dominated by three or four
smaller providers (by global standards).
The industry has welcomed Transplace as
a newcomer with proven technology and
a very diverse portfolio of customers. We
have successfully leveraged both operat-
ing knowledge and best practices from our
other vertical supply chains that are tradi-
tionally faster, have further global reach and
require more visibility.

Can you provide us with a breakdown of
the services that you provide the chem-
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ical industry?

Transplace offers our entire portfolio of
services to Chemical Companies across
North America. We utilize our propriety
SaaS transportation management system
to deliver a fully managed service offering,
including third party logistics, consulting,
freight brokerage, and services available
from Celtic International (IMC).

How are you evolving your service port-
folio to act as a more strategic partner in
your clients’ supply chains?

Companies are smartly evolving in how
they engage third party logistics compa-
nies. Some of our strongest relationships
are built upon the foundation of value that
is identified and created through a Trans-
place Consulting engagement. Our con-
sulting group engages in benchmarking,
network analysis and optimization as well
as procurement for customer, creating
an early understanding of the value that
a third party relationship delivers, and the
problems it solves downstream.

How has your client base been evolving
in accordance with industry trends?

In our chemical vertical, Transplace works
predominantly with manufacturers.
Through them, we are seeing increased ac-
quisitions/divestitures and as a result, they
are in need of our services to optimize and
execute an enlarged network or to support
the reduced opportunities that a smaller
network provides (divestiture). However,
we have seen more activity in the last 12
months from large chemical distributors
who have grown through acquisition and
are looking for both optimization and visi-
bility across their regional businesses. We
work to centralize, consolidate, automate
and bring visibility to everything that is go-
ing through their networks.

Given how many US chemical com-
panies also operate internationally, is
Transplace looking to expand abroad?

We are a North American-centric compa-
ny, but many of our chemical customers
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are asking us to provide our technology in
Europe, South America and Asia; and we
are listening. Transplace is working with
some of our customers on their European
SaaS needs and will likely deliver in the
next 12 months. As companies strive to-
wards a global instance of their ERP they
also are looking for a more global instance
of their TMS. We have an active interest
in supporting them from an IT standpoint.
Further, Transplace's International group is
supporting their global freight flows today.

How has the shale gas boom impacted
the US logistics framework and its abili-
ty to serve the chemical industry?

The shale gas boom has allowed has in-
creased the demand for specialized equip-
ment, especially in the bulk-trucking sector.
The natural gas boom has also been great
for shippers, who are benefiting from low-
er cost fuel sources. This result has been
an increase in Capex for plant projects in
the United States, especially in the Chem-
ical sector.

Can you leave us with a final message
aboutTransplace for our readers?

In the last month, Transplace has renewed
several contracts with large customers.
For most of them, the renewal is one of
many contract cycles in a lengthy business
relationship. A relationship with Transplace
does not peak in the commercial cycle. We
invest heavily in Strategic Account Man-
agement and our customers realize value
through continuous delivery underpinned
by meaningful professional relationships.
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Reaching the

End-User

Distribution and
marketing

The globalization of chemical production
has not only impacted manufacturers
but also, unsurprisingly, distributors.
The large volumes of production shift-
ing to Asia, combined with the world-
wide trend for consolidation of suppliers
means that manufacturers’' representa-
tives and regional distributors have fewer
small companies to represent and face
increased competition from national and
multinational players.

“The manufacturing base in the United
States has eroded, and the distributors
serving these industries no longer have
demand for their products,” said Mike
Travers, director of new product research
and development at Morre-Tec Indus-
tries, Inc., a New Jersey-based distribu-
tor of bromine compounds and specialty
chemicals.

For Thornley Company, a distributor in
Newark, Delaware, industry consolida-
tion has eroded their traditional supplier
base. "As a small, independent manu-
facturer’s representative, we feasted on
small, entrepreneurial business. New
companies needed representation and
we presented a great opportunity for low
cost entry into the marketplace. Over the
years, however, we saw a tremendous
evolution in the marketplace that caused
us to reevaluate our business model,’
said H. Douglas Thornley, president of
Thornley Company.

Thornley Company’s solution to the
problem was to move into marketing
products under their brand. “We source
materials from supply partners and uti-
lize the expertise that we have gained
over the years to add value to the sup-
ply chain,” explained Thornley. “While our
sales dollars have gone down, our profit-
ability has improved and we have greater
control and ownership of our market.”
While a shift into this business model
incurs greater risk, many companies are
finding it is well worth it to have great-
er control over their customers and the
specialty products that they have helped
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a supplier to develop.

Just as some distributors are readjust-
ing their business models to play a more
strategic role in the supply chain, others
are seeing the start-up culture propelled
by biotechnology and new molecule de-
velopment as an attractive new frontier.
“"We look at the ever-expanding group of
newer start-ups that need distributors.
There is a renaissance going on in the
market right now and smaller companies
will continue to pop up,” said Vince DAn-
drea, president of EM Sullivan Associ-
ates, Inc., a specialty distributor serving
the Mid-Atlantic and Southeast.

The globalization of the chemical indus-
try has created unigue challenges for the
distribution industry; however, access to
low-cost raw materials from emerging
markets has also been advantageous to
the industry.

“Years ago, it was a challenge to market
products sourced abroad, but many of
the chemicals we sell are not even made
in the United States anymore," said Ben
Gutmann, managing director of Bass-
Tech International , a New Jersey-based
supplier of specialty raw materials. “If a
company can buy something from China
that is half the price and they can be as-
sured it is of good quality, they want to
use it. Companies cannot ignore what is
going on outside the US."

Customer acceptance of international
procurement has grown as distributors
strengthen their quality control systems
with on-the-ground agents, plant audits
and quality assurance and quality control
(QA/QC) testing. “In this global econo-
my, we would be doing ourselves and
our customers a disservice if we did
not keep an open mind with respect to
technologies offered by Asia or South
America,” said Sam Morell, president of
S.P. Morell & Company Inc., a specialty
distributor and manufacturer’s represent-
ative based in Armonk, New York.

“"With many customers, we supply some
strategic raw materials that have actually
kept them competitive against the glob-
al market. They can continue to stay in
manufacturing because we can give
them alternative sources of raw materi-
als at workable prices,” added BassTech's
COO, Alan Chalup.

Global distributors such as Brenntag
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AG and Univar, Inc. have been actively
pursuing opportunities in the specialty
chemical sector to take advantage of
the high-value nature of the sector; a
characteristic that enables it to be more
resilient against global downturns. “The
specialty sector is critically important to
Univar. It represents about half of our
sales, and offers high growth opportuni-
ties in many areas,” said J. Erik Fyrwald,
president and CEO of Univar, a leading
global distributor of industrial and spe-
cialty chemicals. The US market repre-
sents nearly 60% of Univar's global sales
revenue.

Brenntag has been active in the spe-
cialty chemical segment directly since
September 2007 when the company
formed Brenntag Specialties Inc. Accord-
ing to William Fidler, president and CEO
of Brenntag North America: “There are
many specialty chemicals that are not
currently in the distribution channel be-
cause producers believe that they have
the skill sets and equipment to penetrate
the market; however, smaller customers
do not necessarily have access to some
of the technical support capabilities that
producers offer and so we have started
to fill this gap as a distributor.”
Distributors in particular are in the fortu-
nate position of being able to look inward
at the domestic market for their growth;
currently, only about one in 10 chem-
ical manufacturers utilize distributors,
making the potential to increase mar
ket share exponential. “The distribution
industry and particularly specialty distri-
bution is not even close to being mature
and it is quite exciting for us,” said Fidler
of Brenntag.

With larger distribution companies re-
focusing their strategies to incorporate
specialties, the market is becoming
highly competitive, forcing smaller, fam-
ily-owned companies such as New York
City-based Biddle Sawyer Corporation to
utilize their adaptive strengths. “There
are greater profit margins in the specialty
chemicals industry, which causes even
the big distributors to make inroads into
the industry. Biddle Sawyer competes
in a different area; we see ourselves
as a smaller subset of specialty chemi-
cals,” said the company'’s president, Neil
Chavkin.
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INTERVIEW BASSTECH INTERNATIONAL

Interview with
Benjamin Gutmann &

Alan Chalup

MANAGING DIRECTOR; & COO, BASSTECH INTERNATIONAL

Can you give us a brief introduction to
BassTech International and your global
operations?

BG: BassTech International is a fami-
ly-owned and operated distribution com-
pany with a unigue international focus.
The company, founded in 1994, is a lead-
ing supplier of specialty raw materials for
companies both domestic and overseas.
Although a large percent of our business
used to be in the United States, it has
since dropped from 80% to 60% of our
sales. We opened our first international
office in Qingdao, China in 20086, followed
by an office in Chennai, India in 2009 and
finally an office in Belgium in 2011. In ad-
dition to our global offices, we also have
representatives in every other major mar
ket, among them Korea, Japan and Brazil.
BassTech supplies more than 125 different
raw materials to our customers in over 24
countries; we also have a global system
of warehouses. We specialize in sourcing
difficult to find raw materials on time and
on budget with a consistent focus on the
customer. We have very long-term supply
relationships, some of which predate the
company, and many that have developed
since the company was founded.

How has your global sourcing and distri-
bution network evolved over the years?
AC: Originally, BassTech's foreign offices
were set up to support our business do-
mestically in the United States. As time
went on, those markets overseas not only
became a supply source but a custom-
er source for us. Now trade is moving in
both directions. BassTech's foreign offices
have evolved to specialize in their specif-
ic export advantages and input needs. At
our US headquarters, we have attempted
to create a synergy between all the organ-
izations as business grows between our
networks.

BG: BassTech is planning to open a sec-
ond office in China in the near future to

increase our sales force in that country.
China's market is huge and we are now
moving a large variety of products into the
country. Our business in China used to be
split evenly between inorganic chemicals
and polymers, but our polymer business is
growing much faster and has huge future
growth potential.

Why is BassTech's distribution model
particularly apt in the context of current
conditions facing the US chemicals in-
dustry?

AC: There was a demand from our cus-
tomers to take advantage of supplies from
China and India and to diversify their risk
of being single-sourced in one direction.
Sourcing abroad, however, can be a risk
in terms of quality and arrival time. Our
customers want higherend products, so
we put together a secure domestic supply
from an offshore source. BassTech took
the responsibility of auditing and visiting
the facilities overseas to identify which
factories can make products with the qual-
ity we require. We consistently work with
these factories, approving and testing their
material at independent laboratories before
we ship it to a warehouse location here in
the United States or Europe. Once the ma-
terials have arrived, they have already been
100% pre-qualified. Our customers are as-
sured that when they pick up the phone on
Monday and say they need a truckload on
Tuesday, what arrives at their facility is per-
fect. BassTech's basis for success is that
we have taken the unknown, the risk and
the long lead-time, eliminated them and
offered the customer the equivalent of a
domestic source.

How do you overcome inventory and
logistical challenges on a daily basis?

AC: At BassTech, we are careful to main-
tain sufficient inventories of our products.
It is the cost of doing business and it en-
ables us to offer sufficient safety stock
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and security of supply. BassTech has a
big advantage at times when the cost of
a material is rising because we keep inven-
tories of three to five months; this offers
a buffer zone to our customers to protect
them from price spikes. Another challenge
is high freight costs, which represent a
large portion of a product’s final sales price.
We are always looking for more innovative
ways to handle shipping items, whether in
bladders, bulk tanks or totes. We look for
what is most cost effective and a better
value to our customers.

What would you say is the value of be-
ing an internationally focused distribu-
tor in today’s market?

BG: Through BassTech's international
reach, we are able to do things that oth-
ers cannot. We can supply customers with
the qualities they need at the prices they
require and we have the capacity to keep
materials in stock so they can have them
just in time. We also perform other func-
tions for our customers, including helping
them save freight by putting different prod-
ucts on a truckload, providing necessary
packaging, developing proprietary blends
and allowing extended payment terms to
our customers. ®
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Interview with

Chris Jahn

PRESIDENT, NATIONAL ASSOCIATION OF CHEMICAL DISTRIBUTORS

Can you provide us with an overview of
the association’s mission and structure?
The National Association of Chemical Dis-
tributors was established in 1971 to repre-
sent and enhance the chemical distribution
industry in the United States. As an organ-
ization, we are active through government
advocacy, our Responsible Distribution®
program and the promotion of member im-
provement. NACD has over 400 member
companies, contributing to $28 billion of
total US chemical industry sales.

How does NACD advocate for its mem-
bers in Washington?

NACD has an important role to play as an
advocate on Capitol Hill to raise awareness
about the unique role of the distributor in
the supply chain. Distributors respond to a
market need and they fulfill that need. They
are not responsible for how a molecule
was created or what its intended use may
be. Because our members are neither the
manufacturer nor the end user, we need to
make sure the people on Capitol Hill recog-
nize this and treat distributors appropriately.
Lawmakers first need to understand who
we are, so there is a lot of educational work
to be done.

Chemical security is a huge issue for our
members. NACD was the first trade asso-
ciation to put security into its code when
we incorporated chemical security into our
Responsible Distribution® program directly
following 9/11. Although CFATS got off to a
rocky start, DHS has done its best to iden-
tify issues with the program that need to
be fixed. NACD believes that CFATS as a
whole is fundamentally solid and the law it-
self needs to be extended for the long-term
and fully implemented by DHS. We do not
think it is necessary to start over and waste
all of the work that has already been done.
Our members have invested millions of dol-
lars in security and we do not want to see
that go to waste. Although we would love
to see a long term extension move forward
as soon as possible, the odds are against
us in this election year. However, hopefully
as DHS improves its implementation of the
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program, we will see progress in the near
future, whether it is at the end of this year
or next year.

Can you explain the key elements of your
Responsible Distribution program and
NACD's role in enforcing them?
Responsible Distribution® is a compre-
hensive program designed specifically for
distributors that has environmental, health,
safety and security components. Every
NACD member is required to do an on-
site verification where a third party auditor
reviews its policies and procedures and
verifies that the company actually follows
them. We take the program very seriously
and occasionally we have to kick out mem-
bers that do not pass. It is unfortunate be-
cause it is not in our interest as an organiza-
tion to send people away, but on occasion
we have companies who cannot meet our
standards and we do not lower the bar just
so we can keep them. This on-site verifica-
tion process occurs once every three years,
but our members are required to self-audit
on an annual basis. It is a robust program
and when our results are compared against
government data on our industry sector, it is
how that our members are 80% safer than
non-members.

When it comes to distribution compa-
nies, many feel they are undervalued
within the chemicals sector and viewed
as an unnecessary expense. Do your
members express similar sentiment?

While some companies may feel that way,
we have seen a growing recognition by the
chemical manufacturing community of the
key role of distribution. They see chemical
distribution as a key part of their portfolio
and they realize that chemical distributors
serve the small customers that they cannot
serve profitably themselves. When they
have a plant continuously pumping out a
product, they want to send it out by rail car
but many of the customers who ultimate-
ly use that product do not need an entire
rail car. This is where chemical distributors
come in. If you did not have chemical distrib-
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utors, manufacturing in the United States
would grind to a halt. If you look at the ACC,
their members serve maybe 200,000 cus-
tomers. While they do a lot more than we
do in terms of volume, our members have
750,000 customers, servicing almost every
industry sector. Our members support small
businesses that are creating jobs and keep-
ing the economy growing. People recognize
the important role of the distributor and the
future looks bright for our members.

Looking to the future, what are some of
the goals that you have for your steward-
ship at NACD?

NACD's strategic plan focuses on three
areas: government advocacy, Responsible
Distribution and member value. Govern-
ment advocacy is hard to measure, but the
bottom line is to make sure our members'
views are heard and considered in Washing-
ton, DC when decisions are made on TSCA
reform, CFATS and a variety of other envi-
ronmental, health, safety and security is-
sues. As for Responsible Distribution®, we
want to continue to raise the bar in terms
of our members’ performance. NACD's goal
is to be able report in three years that the
numbers are even better than they are this
year. We also want to expand our member
ship base. NACD already has approximately
85% of the market's throughput volume and
sales, but our goal is to have 100%; then
we will be able to say that every distribu-
tor is following Responsible Distribution®.
Whether it is our customers or the gener
al public, they will be able to be confident
that chemicals are being handled safely. The
final piece of our strategic plan is bringing
value to our members. We are focused on
creating opportunities for our members to
operate successfully and profitably. If our
members continue to be successful, then
NACD can consider itself successful.
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INTERVIEW MORRE-TEC INDUSTRIES INC.

Interview with
Len Glass, Mike Travers,
Greg Jobin and Paul Caskey

Global Business Reports

PRESIDENT; DIRECTOR, NEW PRODUCT RESEARCH & DEVELOPMENT;

MORRE-TEC INDUSTRIES INC.

Can you give us a brief overview of
Morre-Tec?

LG: Morre-Tec began in 1987 as an ex
clusive distributor for Dead Sea Bromine
Group; it was founded on the principle of
distribution of bromine based compounds
in less- than- truckload(LTL) quantities. \We
began to look at other opportunities, and
expanded our portfolio to include magne-
sium chloride, and we concentrated on its
use in food. Having built our reputation as
a viable, professional supplier, we exam-
ined ways to continue adding products
to our portfolio. We grew one product at
a time, independent of whether it was a
bromine-based compound; we either had
a unique process or a customer with a
unique need to fill. Six years ago Morre-
Tec entered the personal care market, not
to supply me-too commodity items, but
to look for the niches; we saw the market
evolving towards more eco-friendly prod-
ucts, natural products, that could replace
existing chemical entities. The industry is
rapidly becoming more conscious of re-
placing products that are chemically based,
and Morre-Tec has followed that trend.
Morre-Tec is not a retail-based supplier, so
we work with small and large companies
who formulate finished products. Histori-
cally, the primary role that a small compa-
ny played was simply to offer cost savings
(as a result of lower overhead), but as the
industry became more regulated, we have
had to substantiate our credibility and in-
dustry certification in all that we do. As a
result, today many of our customers are
Fortune-100 companies.

How does Morre-Tec insulate itself
against market fluctuations?

MT: Morre-Tec continued to experience
significant growth during the recession,
due to a number of integral aspects of our
business model. We are very diversified,;
with products that go into pharmaceuti-
cals, nutrition and coatings. Also, we are
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not competing in the commodity chem-
icals field that is much more exposed to
economic downturns.

PC: We never operated out of fear; we saw
the recession hit and adjusted our busi-
ness model accordingly. The fundamentals
of how we wanted to grow the business
did not change because the economy was
weak.

LG: Morre-Tec is a small company, but
we operate as if we are a multibillion-dol-
lar player; we have the same systems in
place as large corporations, such as GMP
and ISO-certifications. We are able to com-
pete with much larger companies; we try
not to bite off more than we can chew but
we have the ability to persevere through
increased competition. The key to our suc-
cessful growth has been our willingness to
diversify our product lines. We also work
with the larger distributors in the US mar-
ket; Brenntag and Univar come to us for
bromine compounds. All of the “mom and
pop” distributors are disappearing because
they cannot compete. The market is con-
solidating and large distribution companies
are acquiring smaller, regional operations.
A distributor must have the products in
stock by having an inventory large enough
to cover orders.

What differentiates Morre-Tec from the
multitude of other distributors in the in-
dustry?

LG: Morre-Tec caters to four market seg-
ments, but we are still best known for our
expertise in bromine-based chemistry;
we know where to go for our customer’s
needs. We also cater to the personal care
and nutrition industry, and we have a small
manufacturing business. On the manu-
facturing side, we have unigue technolo-
gies; we are the only company in the US
market to have license rights to an Israe-
li-developed technology called tornado, or
vortex, milling. This gives us the ability to
micronize particles down to less than 3 mi-

Industry Explorations

Global Business Reports

crons, competing effectively with jet mill-
ing. The technology is less expensive and
heat-sensitive; we are able to manufacture
a finer particle sized material more com-
petitively than anyone else. Right now we
are pursuing avenues to use this technol-
ogy to use on products that are already in
the marketplace; we are not looking to use
this on products that have already been mi-
cronized by somebody else; we are looking
for somebody who has a problem that mi-
cronization can solve. Morre-Tec's strategy
is to do something in the industry that can
be value-added rather than “me-too.”

PC: Being small is an advantage for us be-
cause we are nimble; if we see something
happening, we can move very quickly in
either direction.

MT: Morre-Tec does business with very
large chemical companies. The challenge
for us, as a small company, is that we have
to be important enough for them to give us
any consideration. Many of our customers
regard us as being much bigger than we
actually are.

What are some trends appearing in the
wider market, and how do they affect
Morre-Tec’s business model?

GJ: We are able to maintain security of
supply by staying in close contact with our
customers. You must have a personalized
relationship with your customers, because
we are dealing with very specialized prod-
ucts. Most of our products have only one
or two customers, which makes it more
challenging for us. Communication needs
to go both ways, between Morre-Tec and
our suppliers and customers; both are
equally important to our success. The in-
dustry has changed; the purchasing staff
are all chemists now and people have a
much broader understanding of the indus-
try as a whole. We need to be able to solve
problems quickly because of the speed
at which information flows nowadays; it
is much easier for clients to find another
partner so we are forced to be on the top
of our game.

LG: Morre-Tec cannot expect to be exclu-
sive forever; there is a lifespan for any prod-
uct. We will continue to do our best to be
competitive, and provide the highest-qual-
ity products for our customers. For a small
company like Morre-Tec, diversification is
critical, although there are not many com-
panies who are as highly diversified as we
are. As an entrepreneurial company, we
must be willing to try different things and
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“brush ourselves off” in the event that a
new venture does not work out. Now that
we have the experience, we know what
needs to be done in order to be success-
ful. We understand the chemistry, pricing
issues and the importance of client rela-
tionships. Over the last 20 years there has
been a proliferation of Chinese products in
the marketplace, and regulations overseas
have historically not been as strict. We
look to China as a source, but we are very
careful about who we work with; we have
strong, well-established relationships with
trusted suppliers in China.

Where would you like to see Morre-Tec
positioned in the market in the near
term?

LG: Morre-Tec never expected to achieve
this level of success, so to be in this po-
sition today is a huge accomplishment.
We have the right formula for continued
successful growth, through a combination
of the right people, strong product knowl-
edge and expounding on our strengths; we
are looking to increase our sales team by
one or two additions per year. Having said
this, we will not lose sight of what makes
this company so successful, and that is
the strength of our relationships both with
our clients and with each other.

GJ: The market will decide where Morre-
Tec will be in five years. We must continue
to be in touch with the market fluctuations,
and be flexible in working within it. This is
especially critical in the specialty chemical
industry: taking advantage of any given sit-
uation and moving quickly to adapt. Being a
small company, we can do that with ease.
MT: The manufacturing base in the United
States has eroded, and the distributors
serving these industries no longer have de-
mand for their products. Morre-Tec is dif-
ferent because we are very niche-oriented,
and we follow market trends; we can also
use our existing contacts from our years of
experience in the industry in order to reach
out to new customers.

Do you have a final message to share
with our readers?

LG: The specialty chemicals industry is rap-
idly evolving, and the product mix is always
changing, thereby creating new oppor
tunities. There will never be a substitute,
though, for a relationship-based business,
both with customers and suppliers. Trans-
parency, credibility and integrity are the
keys to success. ®

MORRE-TEC INDUSTRIES INC
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INTERVIEW BIDDLE SAWYER

Interview with

Neil Chavkin

PRESIDENT, BIDDLE SAWYER

Can you give us an overview of Biddle Sawyer?

Biddle Sawyer began as a chemical and pharmaceutical raw ma-
terial trader in the 1950s; we moved into the specialty chemical
industry in the 1960s. Our chemical business began as manufac-
turer's representatives for Japanese, European and Indian-based
manufacturers, which is still part of our strategy today; our busi-
ness is to represent our producers for the marketing and sales
of their products in our markets. About fifteen years ago, Biddle
Sawyer diversified into APIs for the generic pharmaceuticals in-
dustry, which has been a major growth area for the company in
recent years. The generic industry for us has grown both on the
API side and the Excipient side of our businesses. On the in-
dustrial side of our business, while we have had steady growth,
there has been a lot of fluctuation. There have been changes in
supply sources and different pricing trends over the last fifteen
years. On the industrial side, we are involved in colors, water
treatment, rubber chemicals, plastic additives, and coatings.

gqbiddle SAavvyer
=]

A leading distributor in fine and specialty chemicals
apecializing in quality and hard-to-find products

WE OFFER GLOBAL SOURCING SOLUTIONS FOR:
Phanmaceubical. PFhanmaceutcal Ingredients and Excipients
Flastic and Rubber Chemicals
Colar Indushry
Faper and Coatings Industry
Waber Treatment
Performand® and Custom Chemicals

| Fa 4 E-mail;

www.biddlasawyer.com
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Can you expand upon Biddle Sawyer’s global network?
Biddle Sawyer was one of the first companies to begin sourcing
products in China when USA-China trade relations began in the
1970s. Our business in China has steadily increased and today
we have a fully staffed Chinese office that acts as a liaison to the
manufacturers that we represent in the United States, and we
have personnel in India that represents a similar function. Our
sales efforts are concentrated within the United States, South
America, Central America, and a small exposure in Europe. We
sell the vast majority of our products domestically; the US is our
primary market. Our international presence is growing.

Biddle Sawyer keeps foreign nationals on the ground in our over
seas offices in order to maintain the highest standard of quality
control. We work extremely closely with our customers to qual-
ify sources and ensure that our partners are producing to the
standards and specifications that we have put in place. It is not
an easy process; part of our role as a manufacturer’s represent-
ative is to provide the comfort to the customer that they will
receive the proper quality products on time.

How would you characterize the effect of tightening regula-
tions on your business model?

The regulatory environment continues to be increasingly strin-
gent. We work closely with our suppliers and customers to
manage these regulatory requirements. It is one of the biggest
challenges for the industry to keep on top of current regulations.
The international regulatory environment is increasing as well,
especially in markets like China and India. The environmental
controls that have been instituted over the last decade have had
an important impact on producers and have resulted in higher
costs; some manufacturers have not been able to survive the
changing regulations.

Why do you think the US market is particularly conducive
to smaller distribution companies, and how is the industry
changing?

Biddle Sawyer is a customer service-oriented company, and we
believe we play an important role in the supply chain. As a small-
er company, we are able to provide the customer service that
bigger companies cannot. WWe have long-standing relationships
both domestically and internationally. Our role is to continue to
add value to both our suppliers and customers. We see growth
continuing on a steady path in the United States. The chemical
industry has had its ups and downs, but there has been resur
gence in domestic manufacturing, which helps our business.
We will also continue to grow our sales internationally; we are
focused on Central and South America as growth markets, and
growing our Chinese business as a profit centre.

Where would you like to see Biddle Sawyer in the future?
Biddle Sawyer's focus is on working with our customers and
suppliers with the same consistent service as we have always
had. If we can do this well, then the growth will take care of
itself. We are a very personalized company that believes in the
value of relationships and we understand the critical role we play
within the distribution chain. We will continue to provide our
customers with the attention to quality and the service that they
may not receive from larger companies.
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Interview with

William Fidler

PRESIDENT & CEO, BRENNTAG NORTH AMERICA

How significant are Brenntag’s US op-
erations for the company’s global busi-
ness?

North America including the US is very im-
portant for Brenntag. In 2011, North Amer
ica made up close to one third of Brenn-
tag's global revenue. It is a mature market
compared to Asia and Latin America and
is a big part of our strategy of diversifica-
tion, which is a foundation of our success.
We strive for geographical diversification
along with market, product, customer and
supplier diversification. We have about
40,000 clients in Brenntag North Ameri-
ca and the average order size is approxi-
mately 8,000 pounds, but these averages
do not provide the whole story. We have
some very large customers that are either
global, national or corporate accounts, but
we also have thousands and thousands of
smaller companies that rely on us to deliv-
er to them the products and services they
need.

How do you use your global operations
to your advantage in the US market-
place?

Our global and national accounts create
a unique platform for growth for both in-
dustrial and specialty chemicals. We cur
rently have over 35 global accounts that
are generating nearly one billion dollars of
business annually. We have open arteries
of communication throughout Brenntag
that enable us to take advantage of oppor
tunities with customers who have interna-
tional operations and want to harmonize
their supply chain. We do not have a peer
who can competitively handle the breadth
of geography, products and services that
these customers require. That is an area
where our communication network and
best practice sharing enable us to react
quickly to changing market conditions as
well as customer and supplier require-
ments. No one runs into a problem that
someone has not seen before.

As such a large company, how do you
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maintain customer service at the local
level?

We maintain our customer service at the
local level by utilizing our global strengths
but concentrating on local execution. We
have empowered our local managers to
make the right decisions necessary to
take care of our customers. \We measure
our performance consistently throughout
the whole organization in North America.
The defining difference between competi-
tors is how effectively they execute at the
local level; it is not enough to just be big:
most importantly you must be effective. In
North America, roughly 80% of our prod-
ucts are delivered the next day.

Brenntag has announced that the com-
pany plans to make further inroads into
specialty chemicals distribution. What
is driving this push into what is tradi-
tionally a SME-dominated market?
Brenntag is known for our dominance in
industrial chemicals and that has over
shadowed the fact they we are also the
largest specialty chemical distributor in
North America. Specialty chemical dis-
tribution is not a mature market when
compared to industrial chemical distri-
bution. There are new chemistries being
developed and many existing specialty
chemicals that are not currently in the
distribution channel because producers
believe that they alone have the technical
skill sets and application labs to penetrate
and support the market; however, smaller
customers do not necessarily have access
to the technical support capabilities that
producers offer so we have started to fill
this gap as a national specialties distrib-
utor with broad technical capabilities and
specific application labs.

In terms of acquisition, Brenntag has
been incredibly active in the US market.
Going forward, is that a strategy that
the company will continue both global-
ly and in North America?

Mergers and acquisitions are a defining
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part of Brenntag's strategy. It is a remark-
ably fragmented market globally and we
have white spots that we are looking to
fill, either organically or through acquisi-
tion. We are not doing acquisitions just for
acquisition’s sake. We look to fill voids in
geography, industries, skillsets and prod-
uct lines. We are going to spend an aver
age of €250 million a year out of our free
cash flow on acquisitions globally. The in-
dustry’'s M&A appetite is quite strong, and
we except to see consolidation throughout
the channel continuing in the near term.
There may be more room for it in Asia and
Latin America, but there are also excellent
opportunities North America and Europe.

There is also growing consolidation
among vyour clients and suppliers.
What sort of pressure is this putting on
Brenntag’s business model?

Brenntag has never looked at the indus-
try’'s consolidation as pressure; we see it
as an opportunity. Our suppliers are look-
ing to do more business through fewer
channel partners. They want to concen-
trate their efforts on the partners who
they believe are going to deliver results.
The same thing is happening with our cus-
tomers; when they consolidate, they look
to reduce their cost base and to reduce
the number of personnel that they have
dedicated to acquiring products. The dis-
tribution industry and particularly special-
ty distribution is not even close to being
mature and it is quite exciting for us. , We
will not forget our local customers who
demand excellent local service. Our part-
nerships with local customers are good
for the customer and efficient for us. The
more customers that we have along our
lanes of distribution, the more efficient our
logistics are. ®
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Interview with
Sam Morell

PRESIDENT, S.P. MORELL

Can you provide us with an introduction
to the company and the industries you
serve?

S.P Morell was founded in 1984 as a man-
ufacturer’s representative in the Northeast
region of the United States. While we
started with Air Products and Chemicals'
specialty line of surfactants, called acety-
lenic dios, we needed to supplement that
product line with other raw materials that
were not competitive but would serve as
a compliment to the industries we served.
Our second vendor was King Industries in
Norwalk, CT - a producer of catalysts, poly-
ols, and additives principally for the coat-
ings industry . . . . we gradually picked up
other vendors along the route.

Five years after we were founded, we ven-
tured into the specialty chemicals distri-
bution business since one of our vendors
decided to transform their existing line of
manufacturer representatives into stocking
distributors. S.P Morell primarily services
the coatings industry, our largest market
segment, as well as graphic arts, adhe-
sives, plastics, and the rubber industry. We
also supply all technologies within those
sectors including solvent, high solids, wa-
terborne, powder, and radiation curable.

Why did you choose to expand into dis-
tribution and how has this shifted the
company's focus?

S.P Morell's expansion into distribution
was motivated by one of our vendors who
were transitioning their channels to market
from agencies to distributors. They wanted
to work with distributors, and we viewed
this as an opportunity to get on the learn-
ing curve with respect to inventory man-
agement, accounts receivable, customer
service, etc. The added advantage of dis-
tribution was the ability to combine mate-
rials from different vendors which would
facilitate the purchase order process for
our customers significantly.

Since your move into distribution, how
have you set up your distribution chan-
nels in the areas you serve?

Our distribution territory covers the north-
east region of the United States, from
New England to Maryland. We currently
work with a public warehouse in Farming-
dale, NJ which is capable of delivering our
products to any of our customers usually
within 24 hours. This warehouse is central-
ly located to within the region we currently
service.

S.P. Morell has a small employee base,
but manages to serve 300-400 custom-
ers with supplies from your eight ven-
dors. How are you able to do so much
with so little?

At S.P Morell, we pride ourselves on hav-
ing developed efficiencies with respect to
information technology. For example, we
created a unique software program that
we call SAGE, an acronym for Scientific
Application GuidE. It catalogues of all of
the raw materials we represent and ena-
bles us to quickly suggest the most appro-
priate products based on any combination
of criteria including chemistry, end use,
system, properties, or features. That type
of productivity translates to quick response
to our customers with the most effective
product recommendations.

S.P. Morell recently added a new vendor,
Eternal Chemical, a Chinese company
that produces a specialty line of mon-
omers and oligomers for the radiation
curable market. Is this your first sourc-
ing partner in Asia and will it become
one of many?

Our partnership with Eternal Chemical is
our first entry into examining any supplier
throughout the world that has specialty and
value added products. In this global econo-
my, we would be doing ourselves and our
customers a disservice if we didn't keep an
open mind with respect to technologies of-
fered by Europe, Asia, South America, etc.
After all, we purchase foreign cars, foreign
consumer electronics, foreign appliances,
etc based on value added benefits with
respect to technology, quality, service, and
economics. Why not with specialty chem-
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icals? As a result, we make it a point to
attend trade shows and symposiums to
ensure we are ahead of the curve with re-
spect to new technologies.

As the chemical industry moves toward
further consolidation, how does S.P. Mo-
rell differentiate itself from other distrib-
utors in a tightened supply chain?

We pride ourselves with our knowledge
of chemistry and application of special-
ty chemicals to the industries we serve.
We have written various technical articles
for trade publications and we have been
invited to speak at technical conferences
including the American Coatings Show and
the European Coatings Show. Our compa-
ny is solely focused on specialty chemicals
because it allows us to use our chemical
engineering education and background to
help solve customer challenges. As a re-
sult, we see ourselves more as a consulta-
tive representative adding value to our cus-
tomers by bringing them closer to finding
a solution.

How would you compare the climate of
the chemical industry on the East Coast
to other regions in the country?

The East Coast is a lot more receptive to
industry in comparison to the West Coast.
California, for example, has an abundance
of hefty regulations and barriers making it
difficult for any industry let alone the chem-
ical industry. This has cost them dearly and
will do so for many years. The Southeast
appears to represent more of an opportu-
nity for manufacturing than the Northeast,
since that region has less stringent regula-
tions and can be very competitive since the
cost of living there is lower, compared to
the Northeast, and, thus, attract more op-
erational personnel. However, the North-
east will continue to be the home of many
administrative offices and R&D centers. ®
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Staffing
the
Industry

Finding a skilled
workforce

Key to staying globally competitive is
finding the right people. Luckily for the
chemical industry, there are outside
sources ready to offer solutions to staff-
ing problems.

Access to a highly educated workforce
and globally-leading research centers
is part and parcel to the US chemical
industry’s continued success. While on
one hand industry consolidation has
freed up a rich talent pool of experi-
enced executives, companies have also
voiced concern that new talent is not as
profuse as it once was.
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“We have heard from companies that
they cannot find the scientists that they
need. The paradox is that if you look at
the manpower that is produced by the
government or independent agencies
there is no shortage,” said Tritton of the
Chemical Heritage Foundation.

“There is a lot of uncertainty in the
marketplace but one thing that is con-
sistent is that the supply and demand
for mid- to seniorlevel executive talent
is increasingly becoming more mis-
aligned,” said Jason Hersh, managing
partner at Klein Hersh International, an
executive search firm dedicated to the
life sciences.

Chemical Search International Ltd., an
executive search firm solely dedicated
to the chemical industry, has a global
solution to this misalignment. The firm
has opened offices in Philadelphia, Lon-
don, Singapore and Mumbai to better
serve the globalizing chemical industry.
“Companies are coming to us because
they can no longer find people using
their own resources. Prior to the great
recession, you could count on picking
up the phone and finding people from
colleagues in the industry,” said Ron-
ald Thompson, principal consultant at
Chemical Search International. “This is
drying up because the well of university
feedstock is drying up. We plan to grow
our business through academic part-
nerships, in essence filling the pipeline
of talent for years down the road.”

The future of the industry’'s talent pool
is also looking stronger thanks to the
shale gas boom. The optimism sur
rounding the US natural gas reserves
is not only bringing new investment
into chemical plants, but many industry
leaders are foreseeing renewed inter
est in chemical industry careers.

"It will be a boost for the right kind of
high-skill, high-value jobs in the United
States that we need more of,” said An-
drew Sandifer, vice president of strat-
egy and development and investor re-
lations at FMC Corporation. “The US
chemical industry has a maturing work-
force and there are tremendous long-
term career opportunities for young
people.” ®

Global rankings for
availability of scientists
and engineers

Source: World Economic Form 2012 Global Competitiveness Report

1. Finland

Top Ten Global
Universities

Source: Shanghai Jiao Tong University (Academic Ranking of World
Universities)

1. Harvard University

3. Massachusetts Institute of
Technology

4. University of California,
Berkley

6. California Institute of
Technology

Chemical Industry Employment by Type (2011)

Source: Bureau of Labor Statistics

Chemical Engineers

Chemical Technicians

Chemical Plant and System
Operators

Chemical Equipment Officers
andTenders

Biochemists and Biophysicists
Chemists

27860 $99,440
59,650 $44,560
40,580 $54,920
49,020 $46,440
25,160 $87,640
80,040 $74,780

Chemical Industry Jobs and Dependent Jobs

Source: ACC
State Direct Employees Dependent Jobs
New Jersey 57430 377574
New York 43,213 156,524
Connecticut 13,117 64,513
Massachusetts 17747 87296
Pennsylvania 43,582 278,691
Delaware 3,624 14,619
Maryland 11,951 50,053
North Carolina 41,572 229,775
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Interview with
Ronald Thompson

PRINCIPAL CONSULTANT, CHEMICAL SEARCH INTERNATIONAL

Can you provide us with an introduc-
tion to Chemical Search International?
Chemical Search is a British executive
search firm for the global chemical indus-
try that was founded in 1999. The value
proposition that we bring to the market is
that we are global and the only true pure
player in this market segment. Because
the chemical industry is growing more
global and complex, the difficulty of find-
ing qualified candidates for positions is
only increasing. Chemical Search Interna-
tional is exclusively dedicated to the sec-
tor. We are able to recruit quicker, better
candidates for C-suite positions in the in-
dustry, providing top level talent for manu-
facturers, distributors, traders, consulting
companies, financial institutions and other
related industries.

What is the value that Chemical Search
brings to the market as a recruitment
firm exclusively dedicated to the chem-
ical industry?

Search firms have never served the chem-
ical industry well. Larger firms lack teams
dedicated to the sector and the smaller
firms are limited in scope by geography
and function. We have found that while
there are many firms that are good at
placing financial or technical personnel,
they lack the understanding to serve all
the hiring needs of the chemical industry.
The career path of an R&D director, ver-
sus someone in M&A or finance, is very
different and generalists miss the nuances
of the field. At Chemical Search, we know
what is important for each type of candi-
date to move to the next level.

What resources does Chemical Search
draw from to identify the best candi-
dates for the industry?

The members of our international team
have very strong chemical backgrounds.
We have been very good at using our in-
house expertise, but we have also brought
on a group of advisory consultants from
the industry in different segments like
paints and coatings, supply chain manage-

Industry Explorations

ment and refining.

How important is the US market to
Chemical Search and your international
clients?

Chemical Search has been successful in
leveraging the connections that come
from being a Europe-based company to
work in the United States, primarily with
European companies that have a North
American footprint. We opened our US
office in Philadelphia in January 2012 and
we are coming up the curve in the United
States very quickly, cutting our teeth in the
US market.

Is the increasingly global nature of the
industry posing a staffing challenge for
many companies?

For the industry today, borders do not
matter. If a company wants talent, they
do not care where it comes from. This is
why at Chemical Search we now have of-
fices in London, Singapore and Mumbai,
in addition to our USA office. We are able
to source talent internationally using our
industry leading database of middle to
senior level professionals, as well as our
unigue global networking site ChemPeo-
ple.com.

What trends are you seeing in the hiring
market for the US chemicals industry?
The industry is seeing a hollowing out of
the center. The personnel in middle man-
agement positions are getting older and
more risk averse. With the economy being
what it is today, experienced professionals
are wary of moving and not having a job to
come back to if it does not work out.

Many companies have reported that
it is difficult for them to find qualified
young professionals to add to their
staffs. Does Chemical Search have a
solution to this shortage?

The economy is weak and recovering and
we have many students who are not going
into science anymore, which is a long-term
weakness in the system. Companies are

INTERVIEW CHEMICAL SEARCH INTERNATIONAL

coming to us because they can no longer
find people using their own resources. Pri-
or to the great recession, you could count
on picking up the phone and find people
from colleagues in the industry. This is
drying up because the well of university
feedstock is drying up. Chemical Search is
looking to shepherd talent at the universi-
ty level, which is a very underserved mar
ket. We plan to grow our business through
academic partnerships, in essence filling
the pipeline of talent for two to three years
down the road. We have already begun to
facilitate cross-fertilization between Ger
many and the United States through the
placement of post-doctoral candidates.

Where would you like to see the com-
pany positioned in the US market in the
next five years?

Chemical Search has been quite success-
ful in Europe and we will continue to grow
the business with the establishment of
our US office. We have many great uni-
versities nearby and the Northeast is still
a hub for the chemical industry, most
definitely for pharmaceuticals. There are
still big companies doing manufacturing,
they are just doing it in a different, more
targeted way and they still have staffing
needs. In five years, we expect to be the
premiere firm for the chemical industry in
the United Sates.

Can you leave us with a final message
about Chemical Search International for
our readers?

Chemical Search is a boutique firm. We
do not aspire to be the biggest, but we
do aspire to be the best. We are faster,
more efficient and better at finding the
right talent at a range of levels right up to
to C-suite needs of companies within our
niche. ®
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EXPERT OPINION

Challenges Recruiters
Face in the US
Chemical Market

Many chemical companies at all echelons
of the industry have been complaining of
a dearth of qualified professionals to join
their ranks.

Whereas there appears to be no shortage
of candidates submitting applications sup-
ported by resumes that look impressive;
many of those applicants falter even be-
fore the first interview. The critical reasons
for this are twofold in our experience: the
proliferation and increasing reliance on on-
line data via networking sites and the in-
stallation of RPOs and elaborate candidate
tracking systems on many company web
portals.

When HR Business Partners look for candi-
dates online; they confront a chimera that
offers the illusion of quality, choice and
access. As open source code does not a
successful programmer make; more online
data on potential hires do not guarantee
access to these individuals, do not improve
selection or do not obviate the need for
professional recruiters to facilitate finding
better candidates faster. Similarly, a qual-
ified, viable candidate, even if accessible
online, still has to be courted, convinced
and converted; and there is plenty of evi-
dence that many candidates prefer to work
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through an intermediary, such as a profes-
sional head-hunter to represent their inter
ests in a search process.

Perhaps, in part, to shift from quantity to
quality, many companies have become en-
amoured with candidate RPO tracking soft-
ware that gathers and filters candidates’
resumes with pre-defined words and
phrases for role relevance and suitability. In
theory this is great; in practice, many can-
didates express frustration that the applica-
tion process can often be tedious and that
their painstakingly crafted resumes are
rendered worthless. Worse, the search for
both system efficiency and perfection can
often exclude potentially ideal candidates,
who happen to have the wrong word choic-
es on their resumes. These systems are
here to stay, but we believe just as with a
Sat-Nav, to avoid getting lost, they should
never be relied on in isolation!

Another significant factor is the pauci-
ty of chemists and chemical engineers,
graduating and entering the workforce.
This is affecting succession planning and
creating a major skills gap, particularly in
middle management where there are too
few professionals to go around and insuf-
ficient in the "pipeline” According to the

THE CHEMICAL EXECUTIVE RECRUITER
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National Science Board, “the percentage
of science and engineering doctoral stu-
dents in the United States, who are U.S
citizens, has dropped from 70% to 65% in
the last 25 years; the average enrolment
dropped steadily from 118,000 in 1992 to
about 100,000 in 1998 For the subset of
chemists and chemical engineers this is
even starker.

Companies are increasingly engaging our
services because of the difficulty in find-
ing candidates of quality, using their own
resources. Although we principally focus
on middle and senior management search
across the chemicals spectrum, we also
stay close to new talent at the doctoral
and post-doctoral academic levels, who
will generate the feedstock for the future
leaders in our industry. ©

Chemical Search International specialises in ex-
ecutive recruitment solutions for the global chem-
ical sector and its closely related value chain: poly-
mers and petrochemicals; materials, coatings and
specialty additives; biosciences, and “green” and
emergent technologies. Its international consulting
team employs only exceptionally experienced pro-
fessionals from those areas. This gives the compa-
ny unrivalled understanding of clients’ needs and
the ability to deliver better candidates faster.

The author brings over two decades of special-
ty chemical and pharmaceutical sector sales and
marketing expertise to the role of Principal Con-
sultant in North America. A Bachelor of Science
(Chemistry) from the University of Manitoba and
an MBA from Moravian College have been under
girded by a post-graduate Chemistry programme
in Germany and broad U.S sales and marketing
experience across coatings, specialty additives, in-
dustrial gases and pharmaceuticals. His broad per
spective in these key areas gives him good insight
into the challenges that are faced by recruiters in
the chemical sector.

Interview with
Jason Hersh, Josh Albert &
Dan Sherwood

-INTERVIEW KLEIN HERSH INTERNATIONAL

MANAGING PARTNER; MANAGING PARTNER; & SENIOR DIRECTOR OF CMOS, KLEIN HERSH INTERNATIONAL

Please provide us with an introduction
to Klein Hersh International and your
recent milestones.

JH: We are a 14-year-old executive search
firm dedicated to the life sciences indus-
try, covering the whole drug development
continuum from discovery-related scien-
tific roles through clinical and commercial-
ization positions. Our practice areas range
from medicinal process and analytical
chemists to related IT placements, such
as discovery-related software companies
and clinical technology organizations. In
2011, we placed close to 400 executives,
within pharmaceutical companies, as well
as on the service provider side. This year
we are on track to increase our place-
ments by 20% as we continue to grow
as an organization and continue to see an
uptick on our client side.

Are you seeing a trend towards
cross-border placements in the life
sciences?

DS: With both Indian and Chinese organi-
zations, we are seeing a need for subject
matter experts that were trained in the
United States. Companies in India and
China are looking for executives to be
brought back to lead large groups of peo-
ple, from regulatory operations to even
business development. We are seeing
larger demand than we were five years
ago for professionals skilled in their vari-
ous disciplines, but it is not a fundamental
increase.

JH: A big differentiator for us is our subject
matter expertise in specific skill sets and
disciplines. Depending on the search, if it
is an area where we have the expertise,
we will take it on regardless of where it
is located globally. We also have strategic
partners internationally to help us serve
our clients who have staffing needs out-
side of the US.

Is what you are seeing in hiring for the
US market consistent with speculation
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that pharmaceutical manufacturing
and outsourcing are returning to the
home market?

DS: We had seen a slowdown for a num-
ber of years, but we are now hearing that
there is a portion of business flowing back
into Europe and the United States. Our cli-
ents who sell custom synthesis services
are telling us that they are capturing more
business and the industry is seeing more
robust, unique projects. Although it is not
as robust as it was five to ten years ago,
we are making steps forward and there
is @ more positive outlook in the industry.
This trend is expected to continue over
the next several years as Asia becomes
more expensive and as the US remains
more innovative than other geographies.
As business flows back to the US, we are
seeing an uptick in other areas, such as in
process and analytical chemists. Our cli-
ents are winning Phase | and Il projects
and they have a need for talent again.

How is this trend affecting staffing
needs on the drug discovery side?

JA: For so long, companies had been
putting programs on the shelf. Pharma
companies were cutting down on their
staff and not actively forming business
partnerships. Venture money was sitting
on the side-lines and companies were not
committing big dollars to entrepreneurial
endeavours. Today we are seeing venture
funding pour back into the marketplace,
funding fewer companies with more sig-
nificant dollars. We are seeing very new
areas of science being pioneered. Out-
sourcing has been very popular in the last
few years, but a lot of companies are con-
sidering the value proposition that they
get for one FTE and how that correlates
to productivity. We will see a lot more ac-
ademia and industry partnerships in drug
discovery efforts. Biotech companies are
hiring stronger candidates and a lot of
people in pharma are considering oppor-
tunities in biotech organizations, across

the scientific staff.

How are the on-going patent expira-
tions affecting the hiring industry?

JA: The pharmaceutical industry is in-
creasingly strategically aligning with and
buying and partnering with biotech com-
panies. The industry is starving for new
drugs and they are paying premiums for
compounds. They are not necessarily find-
ing them in blockbusters and are looking
more to hit singles and doubles.

DS: For CROs and CMOs, the increase in
insourcing and partnership work is creat-
ing a need for more talent on the scientif-
ic side so that they can send their people
over to work in-house on drug discovery
with pharma and biotech companies. The
on-going patent expirations are a driver for
this trend, but it has also been driven by
internal R&D staff cuts and clinical study
recruitment challenges, both in the United
States and Europe. The cost of contract
R&D is often far lower and contracts can
be cancelled more easily if they are done
through a partnership as opposed to dis-
mantling an in-house team. There is a high
level of regulatory scrutiny, coupled with
a low rate of new drug approvals, which
increases the need for CRO.

Can you leave us with a final message
about Klein Hersh International?

JH: There is a lot of uncertainty in the
marketplace but one thing that is con-
sistent is that the supply and demand for
mid- to senior level executive talent is in-
creasingly becoming more misaligned. At
Klein Hersh, we have built successful rela-
tionships over the last 14 years with many
executives, whether they are aggressively
looking to make a career change or not.
We stay in touch with them and add val-
ue to their careers by sharing insights and
trends. We complement in-house human
resources and use our industry knowl-
edge to find the right fit for executives
and companies. ®
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“It is hard to tell what the industry will need going for-
ward, but customer service; going above and beyond
expectations; will continue to be very important. There
will be a place for companies that can offer this while
remaining price competitive.”

- Robert Maddox, President, PharmaCore
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“EPA hopes that the industry will continue to support TSCA reform as well as the need to priori-
tise and assess the safety of chemicals, and to provide EPA with the data needed to carry out as-
sessment. Pending TSCA reform, industry will likely be required to comply with a variety of state
chemicals laws. Industry is also likely to receive increasing demand from customers to provide
them with safer chemicals. Ensuring the safe use of chemicals in this country is a priority for the
agency. While we continue to support TSCA reform, the agency is using the tools available under
TSCA to the fullest extent possible.”

Wendy Cleland-Hamnett,
Director of the Office of Pollution Prevention & Toxics, EPA

“In the last five years the company has become much stronger, and we anticipate our growth to
continue. Any company with a production base in China is going to have a difficult time ahead,
because China is going to experience various problems with energy and political issues among
others. Whoever will be able to survive these next years will be very strong. We have a very good
reputation in China. We pay high taxes because we are profitable and we do not bribe officials.
In the US, we will continue to be a strong player in manufacturing of various chemicals.”

Pingxin Wang PhD,
President, Varsal Inc.

“We do not wish to leave the Newark area, although if we were to move our facilities south
to either the Carolinas or Texas, a company such as ours would be welcomed. These states are
actively bringing industry to the area, and provide favorable loans to companies such as our.
Loans for industrial concerns in the State of New Jersey are difficult to obtain especially for the
chemical industry. There are only a few formulators in the state of New Jersey; chemical compa-
nies have relocated to other States, such as Indiana. In 1968 New Jersey was the world's capital
for the chemical industry; however, a few chemical companies have caused the chemical industry
to become unpopular resulting in the steady decline of the chemical industry in New Jersey.”

Pina Patel,
President, Innovative Resin Systems Incorporated

“Our main advantage is being a local company, and the United States is still after all the biggest
specialty chemical market. We can communicate with customers easily, we can offer better ser-
vice than offshore companies, and we can turn around projects quickly. The US may be outsourc-
ing, but the market here is so big that a company like Tyger Scientific only needs a tiny share of it.
America still has the highest amount of R&D spending in the world; lots of research is still taking
place as well as new exciting developments in areas like green chemistry, organic photovoltaic,
and energy storage.”

Adam Yuan,
CEO, Tyger Scientific
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“Netherlands able to supply Eastern Europe and Russia. As we remain profitable, we can grow
organically and expand our footprint by building new facilities. Some parts of the US chemical in-
dustry will enjoy a fundamental advantage arising from the cost of natural gas, and will become
much bigger exporters. Our area, however, typically grows at GDP-type rates. Right now the
pigments industry is relatively soft, but we are confident of demand picking back up and prices
increasing at a stable rate.”

Tom Casey,
Chairman & CEO, Tronox

“With the latitude of less barriers on the trade side and the higher degree of acceptance in the
market, the improvements in quality that we bring to the table is readily accepted by the US
market here. As technology demands become greater we have to be innovative and keep in step
with the needs of our customers and our customers’ customers. By working with the customer
one-on-one, we have mitigated issues with timeliness, supply and material availability. Within in
the next five years, we plan to have production facilities here via an acquisition or joint venture.
Credibility as a local producer is paramount in many companies’ minds and we want to be closer
to our customers.”

Robert O'Toole,
President, Miwon North America

“There is definitely a trend of less manufacturing amongst big pharmaceutical companies, but
most of them try to keep at least a few of the GMP steps for their non-generic products in-house.
PCAS saw many years ago that Asian competition is very strong in basic raw materials, so in
the 1980s and early 1990s it moved away from a pure focus in these towards more complex
downstream chemicals. Bringing in new technologies to continue to compete has been very
important. Expanding the catalogue API business is very important for the US operations. Most
of the business will continue to grow through an agent, but we see a big trend of emerging
pharmaceutical companies finding new formulations and applications for older products, so this
is an area in which we expect to expand.”

Joe Tessier,
Vice President, PCAS

“EM Sullivan’'s projected growth is market-related. We look at the ever-expanding group of new-
er start-ups that need distributors. Over the years, we have been fortunate enough to be in the
right place and ready for business. We want to start early with these accounts and ensure they
are getting exactly what they want and need. There is a renaissance going on in the market right
now and smaller companies will continue to pop up. Some of these accounts could take 10 years
to develop, but this is where we see our future growth coming from. To grow at a good rate, you
have to start early with these young companies.”

Vincent D'Andrea,
President, EM Sullivan
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INDEX & COMPANY GUIDE

This list represents a selection of
the companies operating in the US
East Coast chemicals industry and
should not be considered a com-
prehensive guide. GBR holds an
exclusive and extensive chemicals
database for Brazil and the wider
region. For further information on
database access packages, please
contact info@gbreports.com or call
+44 20 7612 4511.

NAME OF COMPANY

WEBSITE

Associations and Government

American Chemical Society (ACS)

American Chemistry Council (ACC)

Chemical Heritage Foundation

CropLife America

Massachusetts Chemistry & Technology Alliance
National Association of Chemical Distributors (NACD)

New York State Department of Environmental Conservation (DEC)

Pennsylvania Chemical Industry Council

Society Of Chemical Manufacturers & Affiliates (SOCMA)
The Chemistry Council of New Jersey

U.S. Chemical Safety & Hazard Investigation Board

U.S. Environmental Protection Agency (EPA)

U.S. Occupational Health & Safety Administration (OSHA)

Abbey Color

Adesis

AGC Chemicals Americas
Agno Pharma

AkzoNobel

Albemarle

AMZO Corporation

Arichem

Arkema

Ash Ingredients

Ashland Specialty Chemicals
Atlantic Specialty Chemicals
BASF

Bimax

Bluestar Silicones

BOC Sciences

Borden & Remington

Boron Specialties
Borregaard Synthesis

Cabot Corp.

CHEM Group

Chemetall Foote

Chemtura

Croda

CVC Thermoset Specialties (Emerald Performance Materials)
Daicel

Daikin America

Deepwater Chemicals
Deltech Corporation

DSM

DyStar

Everchem

Evonik Degussa

Ferro

Fujifilm Imaging Colorants, Inc.
Galata Chemicals

Hydromer

Infineum

Innovative Resin Systems Inc.
J&E Sozio

Johnson Matthey

Kowa American Corporation
Kureha America, Inc.

Lab Express International Inc.
Lanxess

Lord Corporation

Maryland Chemical Company
Metabolix

Minakem, LLC

Miwon

Novacyl

Novomer

PCAS

Pflaumer Brothers

Phoenix Chemical
Polysciences Inc.

Pressure Chemical

Proviron America
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WWW.acs.org
www.americanchemistry.com
www.chemheritage.org
www.croplifeamerica.org
www.masscta.org
www.nacd.com
www.dec.ny.gov
WWW.pCiC.org
WWW.SOCMa.com
www.chemistrycouncilnj.org
www.chemsafety.gov
WWWw.epa.gov

www.osha.gov

Chemical Manufacturers

www.abbeycolor.com
www.adesisinc.com
www.agcchem.com
www.agnopharma.com
www.fleishman.com
www.albemarle.com
WWW.amzocorp.com
www.arichem.com
www.arkema.com
www.ashingredients.com
www.ashland.com
www.ascc1.com
www.basf.com
www.bimax.com
www.bluestarsilicones.com
www.bocsci.com
www.boremco.com
www.borons.com
www.borregaard.com
www.cabot-corp.com
www.chem-group.com
www.chemetall.com
www.chemtura.com
www.croda.com
www.emeraldmaterials.com
www.daicel.com
www.daikin-america.com
www.deepwaterchemicals.com
www.deltechcorp.com
www.dsm.com
www.dystar.com
www.everchem.com
www.evonik.com
www.ferro.com
www.fujifilmic.com
www.galatachemicals.com
www.hydromer.com
www.infineum.com
WWW.rez-cure.com
WWW.jesozio.com
Www.jmusa.com
www.kowa.com
www.kureha.com
www.labexpress.com
www.lanxess.us
www.lord.com
www.mdchem.com
www.metabolix.com
www.minakem.com
WWW.MWC.CO.kr
www.novacyl.us
WWW.Nnovomer.com
WWW.pcas.com
www.pflaumer.com
www.phoenix-chem.com
www.polysciences.coom
www.presschem.com
WwWw.proviron.com
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NAME OF COMPANY

R.S.A. Corporation
Reichhold

Rhodes Technologies
Rhodia

Rockwood holdings inc.

SABIC Innovative Plastics Holdings BV
SantolLubes Manufacturing, LLC dba

Summit Chemicals
Technichem
Thomas Swan & Co
Tronox

Voltaix

Whitford

Aceto Corporation
Actavis

Amerigen

Apicore

Bayer

Gedeon Richter
Glenmark

Helsinn Therapeutics
Lonza

Lupin

Merck

Novacyl, Inc.

SK Lifescience

AcceleDev Chemical

Albany Molecular Research, Inc. (AMRI)

Alliance Pharma

Applied Clinical Inteligence
Aptuit

Arichem

ChembDesign Products
Chemspec-API

Chiral Technologies
ClinSmart

Custom Milling & Consulting
DanChem Technologies
DavosPharma

Dishman USA

Divis Laboratories
GenScript

Hampford Research
Hovione

J&W PharmlLab

Laviana

Melior Discovery

Novasep

Pharmacore

Quintiles

Richman Chemical
Siegfried

Sinova

The Chemistry Research Solution
Tyger Scientific

Upscale Microwave

Varsal

ARC Advisory Group
Bergeson & Campbell
Beveridge & Diamond
BioCheminsights

Buchanan Ingersoll & Rooney
Cardno ENTRIX

Gordon & Rees

Hutchison Law Group
Intertrek
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WEBSITE

Chemical Manufacturers

www.rsa-corporation.com
www.reichhold.com
www.rhodestec.com
www.rhodia.com
www.rockwoodspecialties.com
www.sabic-ip.com
www.santolubes.com
www.summitchem.com
www.technichemcorp.com
www.thomas-swan.com
Wwww.tronox.com
www.voltaix.com
www.whitfordww.com

Pharmaceutical Manufacturers

www.aceto.com
www.actavis.com
www.amerigenpharma.com
www.apicore.com
www.bayerus.com
www.richterusa.com
www.glenmarkpharma.com
www.helsinnthera.com
www.lonza.com
www.lupinworld.com
www.merck.com
www.novacap.us
www.skechem.com

Contract Manufacturing Organisations and Contract Research Organisations

www.acceledev.com
www.amriglobal.com
www.alliancepharmaco.com
www.a-ci.com
www.aptuit.com
www.arichem.com
www.chemdesign.com
www.chemspec-api.com
www.chiraltech.com
www.clinsmart.com
www.cmemilling.com
danchemtechnology.com
www.davos.com
www.dishmangroup.com
www.divislaboratories.com
www.genscript.com
www.hampfordresearch.com
www.hovione.com
www.jwpharmlab.com
www.lavianacorp.com
www.meliordiscovery.com
WWw.novasep.com
www.pharmacore.com
www.quintiles.com
www.richmanchemical.com
www.siegfried.ch
www.sinovainc.com
WWW.tCrs-us.com
www.tygersci.com
www.upscalemicrowave.com
www.varsal.com

Legal, Financial and Consultancy

www.arcweb.com
www.lawbc.com
www.bdlaw.com
www.biocheminsights.com
www.bipc.com
www.cardno.com
www.gordonrees.com
www.hutchlaw.com
www.intertek.com
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21

40,117

84,90

56

84, 86, 87
92

84
91
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72

83

74

14,32, 73

79
72,75

72
72,78
116

116

20,21,25
21,24

46, 84, 93
23
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This list represents a selection of
the companies operating in the US
East Coast chemicals industry and
should not be considered a com-
prehensive guide. GBR holds an
exclusive and extensive chemicals
database for Brazil and the wider
region. For further information on
database access packages, please
contact info@gbreports.com or call
+44 20 7612 4511.

NAME OF COMPANY WEBSITE PAGE
Legal, Financial and Consultancy

Keller and Heckman www.khlaw.com 26

Kline Group www.KlineGroup.com 48

KPMG www.kpmg.com 46, 57, 62

Sidley Austin LLP www.sidley.com

Squire Sanders www.squiresanders.com

Steptoe & Johnson www.steptoe.com 70

Sullivan & Worcester www.sandw.com

TSG www. TSGUSA.com

Valence Group www.valencegroup.com 46

Wiley Rein www.wileyrein.com

Transportation, Logistics, Supply and Distribution

American International Chemical www.aicma.com

Amsyn Www.amsyn.com

Astro Chemicals www.astrochemicals.com

Austin Chemical Company www.austinchemical.com

Basstech International www.basstechintl.com 100, 101, 102
BDP International www.bdpinternational.com 57, 96, 98
Biddle Sawyer Corporation www.biddlesawyer.com 101, 106
Bimax www.bimax.com

BKM Resources www.blmresources.com

Brenntag www.brenntag.com 46, 100, 101, 107
DB Schenker www.dbschenkerusa.com

DKSH North America www.dksh.com

Doe & Ingalls www.doeingalls.com

Dunleary www.dunleary.com

EM Sullivan Associates www.emsullivan.com 100, 117
Fanwood Chemical www.fanwoodchemical.com

FCG Solutions www.fcgsolutions.com

Harry W Gaffney & Co www.hwgco.com

Hawk Chemical Company www.hawkchem.com

Helm U.S. Corporation www.helmusa.com

Hubbard-Hall www.hubbardhall.com

ICC Chemical www.iccchem.com

Industrial Chemicals Incorporated www.industrialchemicals.com

Inolex www.inolex.com

KODA www.koda.com

Lidochem www.lidochem.com

Lipo Chemicals www.lipochemicals.com

LOGISTICS Plus www.logisticsplus.net

Morre-Tec Industries Inc. www.morretec.com 31, 100, 104, 105
Panalpina www.panalpina.com

Parchem www.parchem.com

Pfaltz & Bauer www.pfaltzandbauer.com

R.T. Vanderbilt www.rtvanderbilt.com

RE Carroll www.recarroll.com

Roberts Chemical Co. www.robertschem.com

S.P.Morell www.spmorell.com 100, 108
Sojitz Corporation of America Www.sojitz.com

Technichem www.arrowtechnichem.com

Thornley Company www.thornleycompany.com 95, 100
Tilley Chemical Co. www.tilleychem.com

Transplace www.transplace.com 96, 99
Univar Wwww.univarusa.com

Van Horn, Metz & Co. www.vanhornmetz.com

Veckridge Chemical Company www.veckridge.com

Human Resources, Information Technology, and Security

Kincannon Reed www.krsearch.com

The Chemical Search www.chemicalsearch.co.uk 110, 111, 113
Klein Hersh www.kleinhersh.com 110, 112
Alliance Technologies wwuw.alliancetechgroup.com

The Wercs www.thewercs.com

Unlimited Technology www.utiglobal.com

Allied Barton www.alliedbarton.com

Equipment and Other Services

Ecrecon Wwww.ecrecon.com
PerryVidex www.perryvidex.com
Spectrum Chemicals & Laboratory Products www.spectrumchemical.com
Alaqua www.alaquainc.com

SPEX CertiPrep Group WWW.Spex.com

AVS Www.avsinc.com

Artisan Industries www.artisanind.com
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FACTSHEET

Peaks and Troughs
Source: American Chemistry Council Source: Federal Reserve Board

National

Bureau of Revisions Chemicals

Economic from Activity

Research Prior  Barometer % A CAB % A Total IP

(NBER) CAB Month (CAB) M/M % AY/Y (BMMA) M/M % AY/Y Total IP BMMA) % AY/Y

2007M1 99,6 0,2 1,2 99,1 0,6 1,7 98,2 -0,5 1,4 98,2 1,7
2007M2 99,8 0,2 15 99,6 0,5 17 99,4 1,2 2,6 98,8 2,0
2007M3 100,5 0,7 2,3 100,0 0,4 1,7 99,4 0,0 2,4 99,0 21
2007M4 100,7 0,2 2,5 100,3 0,4 2,1 100,2 0,8 2,8 99,7 2,6
2007M5 P 101,1 0,4 3,2 100,8 0,4 2,7 100,1 -0,1 2,8 99,9 2,6
2007M6 101,0 -0,1 3,2 100,9 0,2 3,0 100,1 0,0 2,5 100,1 2,7
2007M7 101,0 0,0 3,5 101,0 0,1 33 100,2 0,1 2,5 100,1 2,6
2007M8 99,9 -1,1 2,3 100,6 -0,4 3,0 100,2 0,0 2,2 100,2 2,4
2007M9 100,1 0,2 2,4 100,3 -0,3 2,7 100,7 0,5 3,0 100,4 2,6
2007M10 99,6 -0,5 1,8 99,9 -0,5 2,1 100,1 -0,6 2,4 100,3 2,5
2007M11 99,2 -0,4 1,0 99,6 -0,2 17 100,6 0,5 3,1 100,5 2,8
2007M12 P 98,3 -0,9 -1,1 99,0 -0,6 0,6 100,7 0,1 2,0 100,5 2,5
2008M1 97,0 -1,3 -2,6 98,2 -0,9 -0,9 100,4 -0,3 2,2 100,6 2,4
2008M2 95,9 -1,1 -39 97,1 -1,1 -2,5 100,3 -0,1 0,9 100,5 1,7
2008M3 94,8 -11 -5,7 95,9 -1,2 -4,1 99,9 -0,4 0,5 100,2 1,2
2008M4 94,3 -0,6 -6,4 95,0 -0,9 -5,3 99,1 -0,8 -1,1 99,8 0,1
2008M5 94,0 -0,3 -7,0 94,4 -0,7 -6,4 98,6 -0,5 -1,56 99,2 -0,7
2008M6 93,1 -1,0 -78 93,8 -0,6 -7.1 98,4 -0,2 -1,7 98,7 -1,4
2008M7 91,4 -1,8 -9,5 92,8 -1,0 -8,1 97,9 -0,5 -2,3 98,3 -1,8
2008M8 89,5 -2,1 -10,4 91,3 -1,6 -9,2 96,2 -1,7 -4,0 97,5 -2,7
2008M9 85,5 -4,5 -14,6 88,8 -2,8 -115 92,3 -4.1 -8,3 95,5 -4,9
2008M10 84,1 -1,6 -15,6 86,4 -2,7 -13,5 93,0 0,8 -7.1 93,8 -6,5
2008M11 80,5 -4,3 -18,9 83,4 -3,5 -16,3 91,9 -1,2 -8,6 92,4 -8,0
2008M12 78,2 -2,9 -20,4 80,9 -2,9 -18,3 89,4 -2,7 -11,2 91,4 -9,0
2009M1 77,8 -0,56 -19,8 78,8 -2,6 -19,7 87,4 -2,2 -12,9 89,6 -10,9
2009M2 77,3 -0,6 -19,4 77,8 -1,4 -19,9 86,9 -0,6 -13,4 87,9 -12,5
2009M3 T 76,1 -1,6 -19,7 77,1 -0,9 -19,6 85,4 -1,7 -14,5 86,6 -13,6
2009M4 77,3 1,6 -18,0 76,9 -0,2 -19,1 84,7 -0,8 -14,5 85,7 -14,1
2009M5 78,4 1,4 -16,6 77,3 0,5 -18,1 83,8 -11 -15,0 84,6 -14,7
2009M6 T 79,9 1,9 -14,2 78,5 1,6 -16,3 83,56 -0,4 -15,1 84,0 -14,9
2009M7 81,2 1,6 -11,2 79,8 1,7 -14,0 84,3 1,0 -13,9 83,9 -14,7
2009M8 83,0 2,2 -7,3 81,4 1,9 -10,9 85,1 0,9 -11,6 84,3 -13,5
2009M9 84,0 1,2 -1,8 82,7 1,7 -6,8 85,7 0,7 7.2 85,0 -10,9
2009M10 84,8 1,0 0,8 83,9 1,5 -2,8 85,9 0,2 -7,6 85,6 -8,8
2009M11 85,56 0,8 6,2 84,8 1,0 1,7 86,2 0,3 -6,2 85,9 -7,0
2009M12 86,6 13 10,7 85,6 1,0 58 86,6 05 -3,1 86,2 -5,7
2010M1 87,2 0,7 121 86,4 0,9 9,6 87,4 0,9 0,0 86,7 -3,2
2010M2 86,9 -0,3 12,4 86,9 0,5 "7 87,8 0,5 1,0 87,3 -0,7
2010M3 88,0 1,3 15,6 87,4 0,5 13,4 88,3 0,6 34 87,8 1,5
2010M4 88,6 0,7 14,6 87,8 0,5 14,2 88,7 0,5 4,7 88,3 3,0
2010M5 87,5 -1,2 1,6 88,0 0,2 13,9 90,1 1,6 7,5 89,0 52
2010M6 86,7 -0,9 8,5 87,6 -0,5 1,5 90,2 0,1 8,0 89,7 6,7
2010M7 86,6 -0,1 6,7 86,9 -0,8 8,9 90,9 0,8 78 90,4 7,8
2010M8 86,4 -0,2 4.1 86,6 -0,4 6,4 91,1 0,2 71 90,7 7,6
2010M9 87,3 1,0 3,9 86,8 0,2 4,9 91,4 0,3 6,7 91,1 7,2
2010M10 87,0 -0,3 2,6 86,9 0,2 3,6 91,1 -0,3 6,1 91,2 6,6
2010M11 87,7 0,8 2,6 87,3 0,5 3,0 91,4 0,3 6,0 91,3 6,2
2010M12 89,6 2,2 3,5 88,1 0,9 29 92,4 11 6,7 91,6 6,3
2011M1 89,5 -0,1 2,6 88,9 0,9 2,9 92,5 0,1 5,8 92,1 6,2
2011M2 89,9 0,4 3,6 89,7 0,8 3,2 92,3 -0,2 5,1 92,4 59
2011M3 90,7 0,9 3,1 90,0 0,4 3,1 93,1 0,9 54 92,6 55
2011M4 90,1 -0,7 1,7 90,2 0,2 2,7 92,6 -0,5 4,4 92,7 5,0
2011M5 89,7 -0,4 2,5 90,2 -0,1 2,4 92,9 0,3 3,1 92,9 4,3
2011M6 89,3 -0,4 3,0 89,7 -0,5 2,4 93,1 0,2 3,2 92,9 3,6
2011M7 89,7 0,4 3,6 89,6 -0,1 3,0 93,9 0,9 3,3 93,3 3,2
2011M8 88,5 -1,3 2,4 89,2 -0,4 3,0 94,2 0,3 34 93,7 33
2011M9 88,3 -0,2 11 88,8 -0,4 2,4 94,4 0,2 33 94,2 3.3
2011M10 88,2 -0,1 1,4 88,3 -0,6 1,6 94,9 0,5 4,2 94,5 3,6
2011M11 88,3 0,1 0,7 88,3 -0,1 1.1 95,1 0,2 4,0 94,8 3,8
2011M12 89,1 0,9 -0,6 88,5 0,3 0,5 95,9 0,8 3.8 95,3 4,0
2012M1 89,6 0,6 0,1 89,0 0,5 0,1 96,6 0,7 4,4 95,9 4.1
2012M2 89,8 0,2 -0,1 89,5 0,6 -0,2 97,1 0,5 5.2 96,5 4,5
2012M3 90,3 0,6 -0,4 89,9 0,4 -0,1 96,5 -0,6 3,7 96,7 4,4
2012M4 90,0 -0,3 -0,1 90,0 0,1 -0,2 97,3 0,8 51 97,0 4,6
2012M5 89,4 -0,7 -0,3 89,9 -0,1 -0,3 97,3 0,0 4,7 97,0 4,5
2012M6 0,1 88,9 -0,6 -0,4 89,4 -0,5 -0,3 97,4 0,1 4,6 97,3 4,8
2012M7 0,2 89,2 0,3 -0,6 89,2 -0,6 -0,4 98,0 0,6 4,4 97,6 4,6
2012M8 0,2 89,6 0,4 1,2 89,2 -0,6 0,1 96,8 -1,2 2,8 97,4 39
2012M9 n/a 89,9 0,3 1,8 89,6 -0,6 0,8
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gbroundup.wordpress.com.
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GBR would like to thank the following associations for their help in the research of this project:

American Chemical Society (ACS)
WWW.acs.org

American Chemistry Council (ACC)
www.americanchemistry.com

Chemical Heritage Foundation
www.chemheritage.org

National Association of Chemical Distributors (NACD)
www.nacd.com

Pennsylvania Chemical Industry Council

WWW.peic.org Wherever and whatever the industry,

Society Of Chemical Manufacturers & Affiliates (SOCMA) Global Business Reports
WWW.SOCMa.com

provides in-depth and on-the-ground research,
The Chemistry Council of New Jersey
www.chemistrycouncilnj.org

producing comprehensive guides to investment

and bringing you the expert opinions of industry leaders.

We would also like to sincerely thank all the companies, associations and individuals that took the time to give
their insights on the market, with a special mention to Larry Sloan and Christine Sanchez at SOCMA and Ron
Thompson at Chemical Search International for providing the two expert opinion articles featured in this book,
and Sam Morell of SP Morell, Hal Bozarth at CCNJ, Calvin Dooley and Patrick Hurston at American Chemistry INDUSTRY EXPLORATIONS
Council, Thomas Tritton and Neil Gutmann at the Chemical Heritage Foundation, and John Gaither at Reichhold
for their time and assistance.
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