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1. Introduction

m Innovation and creativity= key challenges for EU for
all industries.

® Innovation is not only the task of R&D but of the all
organization.....but R&D is a major partner (time to
time forgotten)
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Response Strategies .
(added by Porter and others)

Key challenges for industry

MOVING FORWARD 4)G ETHER

GROWTH

Increasing market share,
acquiring more customers or
selling more products

IMPROVE INTERNAL

EFFICIENCY

To improve employee and
customer satisfaction

ALLIANCES

Working with business
partners to create synergy &
provide opportunities for
growth

CRM

Customer-oriented
approaches, e.g. the
customer is king (queen)

INNOVATION

Developing new products & services
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mQuestion:

Is there increasing
private investment

in R&D / chemical
industry?



2. Present situation

® In relation to specific companies: more profitable
companies have been increasing R&D in the last
years.

= butin over all , R&D intensity (R&D/sales %)in EU &
USA has been slightly decreasing:
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RED spending (% of sales)
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m In SOLVAY : R&D has been increased
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CAPEX & R&D INVESTMENTS

TO SUPPORT GROWTH

* Major strategic initiatives

—2001 :Ausimont/BP high performance polymers
—2005 : Fournier Pharma (EUR 1.2 Bn)
» Sustained R&D investments in Phar

a

*Total R&D Intensity: R&D/sale
= 5,99 % [( 563/9,399) .100 ]

*For Pharma: 16% (424/2,601)
*For Cheml/plast: 2% (139/6,798)
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B R&D expenses

2 Capital
expenditures &
Acquisitions
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3. Impact of R&D on
growth/financial return and
performances

m Growth & return in relation with R&D expenses ?
> A lot of confusion : even in some « consulting group »

> More R&D = more innovation ? More growth/return?

= Need to take care of « time frame » in addition to other
parameters :effectiveness/efficiency ,.....

= Easy to see the relation in Pharma...more difficult in
Chemicals—> see graphs
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Pharmal/drugs /Industries : -

L ey

Figure 1.3: The commercial value of leading companies” late stage pipelines is

directly proportional to their R& D spend
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AHP = American Home Products
G5K = Glaxo=SmithKline
=-FP = Schering Plough

EMS = Bristol-Myers Squibb
J&J = Johnson & Johnson

Source: Author's research and analysis

FEeuters Business Insight
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Chemical Industry (out of Pharma)
In Measuring Up ref. :

http://www.ccrhq.org/CCRNET/index.html

: Research & Development Counts in the Chemical Industry, the
critical role of R&D to the chemical industry is quantified for the first
time. With economic, bibliometric, and historical analysis, this study
demonstrates that R&D has helped the chemical industry become a

major building block of the U.S. economy, growing steadily and

becoming a world leader in scientific advances even in the face of
increasing global competition.

Key findings of this new study include:

On average, every dollar invested in chemical R&D today produces
$2 in corporate operating income over six years — an average
annual return of 17% after taxes.
— Business performs better when public policy, including government
funding of R&D, is consistent.
— Publicly funded science makes significant contributions to new
1 technologies in the chemical industry.
.G Bintt_DGRT.HLConfrence-£L-sbos 10 0t 2007 - ....etc... SOLVAY



Total Chem Sales versus Operating margin (Brut)(*)
(*)= sales-administ.expenses & cost of sales)
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Chemical Industry- 2006 results

Relation « R&D intensity » versus « Operating margi’ »@biutl) e - _,;I'#
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4. Development and future changes
for EU chemical industry

m Ref: DG-enterprise/DG-research : HLG on
« Competitiveness », on «lnnovation »......

= Key challenges:

- Higher Productivity and lower costs (energy, raw
materials,....larger plants... « Integrated
platforms »....Cleaner... REACH compliance
...scavenging CO2 .e.q.)

> Going to more « advanced products & quality »
> for future development : « Sustainable chemistry »
= see « SusChem » (CEFIC )(http://[www.suschem.org)
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EU Technology Platform
« SUSCHEM »

SUSTAINABLE CHEMISTRY

Member
States’
Mirror

Advisory Council

Horizontal
Issues group

Platform

Secretariat

Group

Industrial
Biotechno-

Logy
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Materials
Technology

Reaction &
Process
Design
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SusChem : key themes

= Bio-based economy

= Energy

m Healthcare

m Information & Communication Technologies
= Nanotechnologies

m Sustainable quality of life

m Sustainable product & Process design

= Transport
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Going to new management
models

m for « Production/manufacturing »:

> Large unit in JV with competitors (e.g.: HPPO unit in
Antwerp : SOLVAY for H202 with BASF/Dow for PO)

> « Satellites units in competitors plants and customers

= for New topics:

> more Research with universities , +FP7, with ventures

> more « networking/ consortium », « Technology
Platforms »

> « Corporate venturing », NBD, « Future business »
organization
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5. CONCLUSIONS

EU....need to receive more attention ... &
« competitive » regulations ...to increase
« competitiveness » and

« profitability »

In order to increase « R&D » ...going to
more « Competitive plants », more
« advanced materials/quality »....

= with new management models (large
units in JV, R&D with universities,
ventures, corporate venturing, NBD,
Future Business...
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THANK YOU

SOLVAY

a Passion for Progress®



