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MARKET OUTLOOK VISION 2030

Paul Hodges New Normal Consulting

Looking back over the decade.it is easy to
see how forward-looking companies emerged
as winners in the race to decarbonise

DATELINE EPCA OCTOBER 2030, MONTE CARLO

“If we are going to hold the rise in the
Earth's temperature to 1.5 degrees, we must
reduce emissions significantly between 2020
and 2030. This is the decade of decision.”
That was John Kerry's clarion call back in Sep-
tember 2021. So let’s look back from the van-
tage point of 2030 to see how the chemicals
industry responded to his challenge.

The first thing we note is that business
models have since been transformed. Inevita-
bly, therefore, Winners and Losers have
emerged over the decade. Some companies,
sadly, stuck their heads in the sand, refusing
to believe that ‘business as usual’ was no
longer a viable strategy. But more encourag-
ingly, most companies are still with us today -
and are doing better than ever in terms of rev-
enue and profit growth.

The key to the transformation was the need
for boards to set, and meet, Net Zero targets.
Helpfully, the International Energy Agency,
the world's energy watchdog, had provided a
detailed transformation path in May 2021, as
the chart shows. It highlighted two critical
points for the chemicals industry:

m The Net Zero Emissions (NZE) targets - limit-
ing the rise in global temperature to 1.5°C, and
reducing net CO2 emissions to net zero by
2050 - were achievable

1 But there was no time to lose, so companies
and governments needed to move quickly to
frontload their activity

And when they read the detail of the IEA's
Report, they realised that it also contained a
‘sting in the tail’ as far as the chemical indus-
try was concerned. One of the IEA's key con-
clusions was that there was no need for any
new oil and gas fields to be developed. In
other words, the industry’s traditional oil and
gas feedstock sources were under major
threat. And without feedstocks, there would
be no industry.

This realisation created the dividing line be-
tween today’s Winners, and the Losers who

disappeared along the way. The Winners
talked to key customers in the auto sector,
and realised adoption of electric vehicles
(EVs) was set to accelerate. VW told them that

it was planning for 70% of its 2030 European

sales to be EVs. And on the feedstock side,
Shell told them it was planning to “transform
its refinery footprint from 13 sites today to six”
by 2025, and also aiming to “process Tm

tonnes/year of plastic waste”.
Critically, the Winners also heard the Stel-

As it tenaciously pursued a low carbon agenda, by lantis CEO (the world's fourth largest car com-
. . pany), argue in July 2021 that “The transforma-

2030 the Chemlcal md UStry had aCted to grasp tion period is a wonderful opportunity to reset
transformational opportunities which tackled the the clock and start a new race". And so they
K started to introduce Challenge Workshops for
climate emergency their key staff, to develop the new business
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https://www.asahi.com/ajw/articles/14431056#:~:text=Kerry%20said%3A%20%E2%80%9CIf%20we%20are,where%20we%20have%20to%20execute.%E2%80%9D
https://www.iea.org/reports/net-zero-by-2050
https://www.bloomberg.com/news/articles/2021-03-05/vw-brand-doubles-ev-share-target-while-maintaining-margin-goal
https://www.shell.com/media/news-and-media-releases/2021/shell-accelerates-drive-for-net-zero-emissions-with-customer-first-strategy.html
https://www.reuters.com/business/autos-transportation/stellantis-says-h1-margin-expected-top-annual-target-55-75-2021-07-08/#:~:text=%22This%20transformation%20period%20is%20a,%22EV%20Day%202021%22%20event.&text=It%20aims%20to%20make%20the,gasoline%2Dpowered%20model%20by%202026.
https://www.reuters.com/business/autos-transportation/stellantis-says-h1-margin-expected-top-annual-target-55-75-2021-07-08/#:~:text=%22This%20transformation%20period%20is%20a,%22EV%20Day%202021%22%20event.&text=It%20aims%20to%20make%20the,gasoline%2Dpowered%20model%20by%202026.
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models and strategies that would be required
for success.

This exercise was the foundation for today’s
successful reinvention of the industry. It effec-
tively repeated the visionary switch that was
made in the 1960s from coal to oil and gas
feedstocks. This had created the basis for 60
years of major growth. The 2020s have seen a
similar switch to use recycled feedstocks as
the basis for future growth. This move had
three major benefits as it:

M Provided security of supply at a time when
the availability of traditional feedstocks was
reducing due to the growth of EVs and refin-
ery closures

W Responded in a very positive way to envi-
ronmental concerns over waste plastic, by
ensuring this could now be seen instead as a
valuable resource

m Enabled the industry to play its part in the
move towards net zero, by ensuring that the
carbon contained in its products didn't end
up as CO2 emissions

A key move was made by PlasticsEurope in
September 2021, when it called for a manda-
tory 30% recycling target by 2030 in line with
the European Union’s 55% target for recycled
plastic packaging. Other regions quickly fol-
lowed suit. This move proved vital in securing
plastics’ continuing role as a major packaging
material, particularly as the industry was able
to point to its important role as renewable car-
bon. As the Nova Institute had earlier pointed
out in a widely-read report for Unilever:

When we look back to 2021,
we can therefore feel a sense
of justifiable pride in our
achievements - not only for
ourselves but for society

“Contrary to energy, it is not possible to de-
carbonise chemicals and products. The re-
newable carbon family is the only pathway to
a sustainable future for commonly used mate-
rials such as plastics, fibres, surfactants and
other materials based on organic chemistry,
and the industries that produce them.”

This provided the direction that today’s
Winners needed. And they turned to the diffi-
cult issue of how to move forward in terms of
implementation. This led them to the guid-
ance provided in September 2020's ‘Building
Back Better’ report produced by the World
Economic Forum’s CEO task force. This had
argued that:

“By engaging with value chain partners,
governments and start-ups, the chemical in-
dustry can build an ecosystem that drives the
next wave of innovation.”

In effect, companies began to follow the
route taken by the auto industry. It had already
realised that the real objective for 2030 was

www.icis.com
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not just EV development, as VW highlighted:

“The real gamechanger is digitalisation.
Electrification, software-defined products,
new business models and autonomous driv-
ing - these four major forces are driving the
future development of vehicles.”

For the chemical industry, the new eco-
system not only included recycling and ad-
vanced manufacturing. It involved a whole
range of digital, continuous and biotech-
enabled technologies that were safer,
greener, faster and cheaper than those they
replaced. This approach enabled compa-
nies to develop viable recycling solutions
for the world’s major towns and cities, as
well as for the poorest and most isolated
communities.

We all owe a great debt to the strategy
teams who developed these powerful new
business models. In recycling, for example,
they realised that the business was likely to
operate on a distributed manufacturing
basis. The combination of the COVID-19 pan-
demic, and the ensuing supply chain chaos,
meant that global supply chains were no
longer fit for purpose.

As a result, the world-scale sites of the
past were already becoming stranded as-
sets. It also, of course, made no sense in net
zero terms to be moving millions of tonnes
of waste plastic across countries and re-
gions - and then moving it all back again as
finished product.

Instead, the industry had to move be-
yond its traditional links with converters,
OEMs and brand owners. It needed to de-
velop new partnerships with waste and city
managers, alongside domestic and indus-
trial consumers, retailers and wholesalers.
This collaboration enabled the establish-
ment of today’s truly circular economy,
where waste plastic is transformed into a
valuable resource, and recycled back into
the plastic products needed by the local
community.

Looking back, it is clear that at this point,
the chemical industry’s depth of knowledge
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and capabilities came into their own. No
other industry had the functional expertise
necessary to develop the pilot schemes that
were required to take the concept forward,
and to then ensure that they met their objec-
tives. Investors, both public and private,
were delighted that they were taking the
lead and were happy to support them with
the cash required.

Looking back, it is clear that at this
point, the chemical industry’s
depth of knowledge and
capabilities came into their own

As we now know, this new expertise also
proved an ideal pathway for developing the
more service-oriented portfolio that we
have today. It enabled companies to move
away from simply providing products - val-
uable though these were - and provide so-
lutions to many of the pressing problems
created by the need to move to net zero.
Just as in the 1960s, a whole new portfolio
was born. And we can now look forward to
decades of profitable growth, based on the
provision of sustainable, affordable, prod-
ucts and services.

When we look back to 2021, we can there-
fore feel a sense of justifiable pride in our
achievements - not only for ourselves but for
society. The world would never have been in
a position to meet the net zero targets by
2050 without our involvement.

Our only sadness is that not every compa-
ny chose to embark on the journey. There
was room for all in the new markets we were
creating, and we could have moved even
faster with their involvement. B

Paul Hodges is chairman of New
Normal Consulting, who offer
Challenge Workshops on Net Zero
strategies. He also publishes The
pH Report and writes the ICIS
Chemicals & the Economy blog.
www.new-normal.com
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https://www.plasticseurope.org/en/newsroom/news/european-plastics-producers-call-mandatory-eu-recycled-content-target-plastics-packaging-30-2030
http://renewable-carbon.eu/publications/product/turning-off-the-tap-for-fossil-carbon-future-prospects-for-a-global-chemical-and-derived-material-sector-based-on-renewable-carbon/
https://www.weforum.org/agenda/2020/09/chemical-and-materials-industry-impact-stimulus-packages/
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