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Executive Summary

The Indian chemical sector is undergoing a significant
transformation, evolving from its foundational role as a
basic industrial supplier to a dynamic, high-growth
engine, increasingly driven by the specialty chemicals
segment. This report traces the industry’s historical
trajectory, from its early days under colonial rule and
the state-led "License Raj" era, to its current path as a
global manufacturing hub propelled by economic
liberalization. A detailed examination of specialty
chemicals reveals their distinct performance-driven
nature, higher value proposition, and crucial role
across diverse end-user industries.

The Indian chemical sector is on the cusp of a
transformative growth phase, projected to expand
significantly from less than USS 200 billion in 2021 to
about USS 1 trillion by 2040. This ambitious trajectory
is underpinned by a projected 9-10% annual increase in
domestic consumption, positioning India to potentially
account for 10-12% of the global chemical market.
Within this expansive growth, Specialty Chemicals are
distinctly leading the way, demonstrating expected
growth rates that significantly outpace other
subsectors.

While the overall chemical sector is poised for robust
expansion, the specialty chemicals segment is
anticipated to grow at a disproportionately higher rate.
Projections for the specialty chemicals market include
estimates reaching from US$ 32 billion in 2019 to an
USS 64 billion by 2025. This contrasts with the
broader chemical sector’s general growth projections,
indicating a strategic shift within the industry. This
higher growth potential is attributed to the segment'’s
focus on high-value, performance-driven compounds
that command premium pricing due to their
application-specific nature and custom formulation.
The emphasis is shifting from a "volume game" to a
"value game," where innovation and customization
yield superior returns despite lower production
quantities. This strategic pivot is crucial for India's
ascent as a global chemical powerhouse.

This expansion is significantly fueled by escalating
demand from diverse end-use industries such as
pharmaceuticals, agriculture, textiles, personal care
products, electronics, automotive, and construction.
Supportive government initiatives, including the
Production-Linked Incentive (PLI) Scheme, Petroleum,
Chemicals & Petrochemicals Investment Regions
(PCPIRs), and a liberalized Foreign Direct Investment
(FDI) policy, are crucial enablers of this growth.
Furthermore, the global “China+1" supply chain
strategy is presenting a significant opportunity for
India to emerge as a reliable alternative manufacturing
hub.

However, the sector faces structural challenges,
including heavy reliance on imported feedstock,
infrastructure gaps, low R&D intensity, and regulatory
inefficiencies. Proactive mitigation efforts, coupled
with a strong focus on technological advancements
like green chemistry and digitalization, and adherence
to Environmental, Social, and Governance (ESG)
principles, will be critical for sustained growth and
global leadership. Overall, India’s vision is to achieve a
USS 1 trillion mark in the chemical sector itself and
secure a 12% share in global value chains by 2040,
creating substantial employment opportunities.
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Introduction to the Indian Chemical Sector

Overview of the Chemical Sector

The Indian chemical industry stands as a cornerstone of the nation’s economy, serving as a fundamental
supplier of raw materials for a vast array of high-growth industries, including pharmaceuticals, textiles,
agrochemicals, construction, and automotive. Its strategic importance is evident in its substantial
contribution to India's Gross Domestic Product (GDP), accounting for more than 7%. Globally, India holds the
position of the sixth-largest chemical producer and the third-largest in Asia. The sector’s market size was
approximately USS 220 billion in 2022, with projections indicating a robust expansion to USS 300 billion by
2028 and potentially reaching US$ 1 trillion by 2040. This growth is driven by both burgeoning domestic
demand and strategic efforts to enhance self-sufficiency.

The current landscape of the Indian chemical industry is characterized by its diversified nature,
encompassing bulk chemicals, petrochemicals, agrochemicals, polymers, and specialty chemicals. While the
industry has shown substantial resilience despite global headwinds, becoming Asia's standout performer
with a 10-12% return from January 2020 to January 2025, it has also experienced margin pressures. The
sector’s overall growth trajectory is poised for an 11-12% increase during 2021-2027 and 7-10% during 2027-
2040, as highlighted by a McKinsey report. This expansion is expected to significantly increase India's global
market share by three times by 2040.

Early Beginnings and Pre-Liberalisation Era:

India's chemical industry originated over a century ago, initially producing limited pharmaceuticals and
chemicals. During British rule, India mainly served as a supplier of raw materials like agricultural produce
and minerals to Britain, functioning largely as a market for British goods. Despite these limitations, efforts to
develop a domestic chemical sector began early, exemplified by the establishment of India’s first
transportation fuel company in 1901 and the founding of the Indian Chemical Council in 1938 by industrialists
such as Acharya P. C. Ray. This period laid the groundwork for future industrial self-sufficiency, recognizing
the strategic importance of chemicals for national growth.

After independence in 1947, India’s chemical industry expanded rapidly, guided by government plans like the
first Five-Year Plan in 1951, which fostered industries for fertilizers, dyes, and pharmaceuticals. The Green
Revolution of the 1960s increased demand for fertilizers and pesticides, evidenced by significant growth in
sulphuric acid production. The petrochemical sector also advanced in the 1980s and 1990s, producing
polymers and chemicals to support industries like textiles. However, the era was characterized by the
"License Raj" —a strict regulatory system that limited production, kept India reliant on imports, and hindered
the industry’s global competitiveness.




Impact of Economic Liberalisation and Recent Developments

India’s chemical sector has undergone significant
transformation, propelled by economic liberalization policies
and recent strategic developments. The economic
liberalisation policies introduced in the 1990s marked a
profound turning point for the Indian chemical industry. This
era witnessed India opening its economy to Foreign
Institutional Investments (FIl) and Foreign Direct
Investments (FDI), creating a more equitable and
competitive playing field for domestic private companies.
This policy pivot transformed India into a more demand-led
and consumer-centric nation. During the early phase of
liberalisation (1991-2008), the chemical industry
experienced a substantial influx of capital into basic
chemicals, accounting for approximately 70% of the total
investment in chemicals during that period, with about 85%
directed towards petrochemicals. Other basic chemicals like
chlor-alkali and fertilisers also received significant
investments. This period of increased investment coincided
with an impressive surge in chemical exports, encompassing
inorganics, organics, pharmaceuticals, dyes, soaps, and
cosmetics, which grew at a staggering 13% Compound
Annual Growth Rate (CAGR) between 1998 and 2009.

Since 2010, the sector has experienced a period of rapid
growth and has gained international recognition for its
significant capacity to contribute to India's broader
economic development. The chemical and petrochemical
sector now contributes over 9% to manufacturing Gross
Value Added (GVA) and 7% to total exports. The GVA of the
chemical sector itself grew at an 8.3% CAGR from FY 2016-
17 to FY 2021-22. India currently ranks as the world's sixth-
largest chemical producer and 14th in exports, with
aspirations to become a global manufacturing hub. Notably,
it is the second-largest manufacturer and exporter of dyes
globally.

The post liberalization efforts, including the implementation
of the Goods and Services Tax (GST) and a more open
Foreign Direct Investment (FDI) regime, have substantially
improved the business environment, fostering
manufacturing and industrial growth. These reforms,
complemented by national initiatives such as "Make in India"
and "Aatmanirbhar Bharat," are designed to boost domestic
manufacturing capabilities and attract both local and
foreign investments. These policy interventions have been
instrumental in positioning India as an increasingly
attractive destination for chemical production, aligning with
global supply chain realignments, particularly the "China+1"
strategy, which seeks to diversify manufacturing bases
beyond China. This shift is creating a unique opportunity for
India to emerge as a trusted and resilient manufacturing
partner in the global chemical landscape.
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Sector

India as raw material source, market for
finished goods; limited domestic production.

Nascent industrial development beyond
basic chemicals.

Promotion of nascent chemical industry interests;
early recognition of strategic importance.

Rapid growth from modest beginnings, aligned
with national economic trajectory; state-led
industrialisation (5-year plans); focus on basic
chemicals, fertilisers, petrochemicals;
constrained supply, import reliance,
limited global integration.

Impetus to manufacturing and use of
fertilisers and pesticides.

Opening to FII/FDI; shift to demand-led,
consumer-centric nation; rise of private sector;
growth of specialty chemicals.

Substantial capital influx into basic chemicals
(~70% of total investment, 85% in petrochemicals);
13% CAGR in chemical exports (1998-2009).

New phase of growth, global acknowledgment
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manufacturing GVA (9%), total exports (7%);
aims to be global manufacturing hub.

Driven by global diversification
("China+1" strategy).

PLI scheme extended to specialty
chemicals/APIs; focus on sustainability.

Supported by policy reforms, logistics,
innovation hubs.




Current Landscape and Strategic Importance

The Indian chemical sector is a mosaic of diverse sub-segments, each contributing to the nation’s industrial
fabric and economic growth. The broader chemical sector is characterized by its foundational role in
providing essential raw materials to a wide array of downstream industries. The strategic importance of this
sector is underscored by its deep integration into the manufacturing value chain, supporting everything from
basic consumer goods to advanced industrial applications.

The Indian chemical industry is highly diversified, covering over 80,000 commercial products and employing
more than 2 million people. It accounts for 2.5% of the world's global chemical sales and exports to over 175
countries. Globally, India is the sixth-largest producer of chemicals and the third-largest in Asia, contributing
7% to India's GDP. The industry is broadly segmented into bulk chemicals, petrochemicals & polymers,
fertilizers, specialty chemicals, and agrochemicals.

Government initiatives play a pivotal role in shaping this landscape. The Production-Linked Incentive (PLI)
Scheme, with an outlay of X1.97 lakh crore, is a cornerstone policy, offering incentives across 14 key end-
user sectors to boost domestic production and reduce import dependency. For instance, a PLI scheme for
bulk drugs aims to manufacture 41 such drugs with a total outlay of 6,940 crore during 2020-2030, and
PLI schemes for Bulk Drug Parks have a budget of Rs. 1,629 crore (USS 213.81 million). Another critical
initiative is the establishment of Petroleum, Chemicals & Petrochemicals Investment Regions (PCPIRs).
These special economic zones are designed to facilitate large-scale petroleum and petrochemical
production through a cluster-based approach, providing shared infrastructure and support services.
Currently, three PCPIRs are operational: Dahej in Gujarat, Vishakhapatnam-Kakinada in Andhra Pradesh, and
Paradeep in Odisha. These PCPIRs have collectively attracted a cumulative investment of Rs. 2.6 lakh crore,
established 824 units, and generated employment for 3,71,263 persons. The government aims for
investments in PCPIRs to reach 10 lakh crore by 2025. Furthermore, the Chemical Promotion Development
Scheme (CPDS) supports the sector by creating informational materials, conducting surveys, and organizing
promotional events like "India Chem" to attract investment and foster collaboration. The Department of
Chemicals and Petrochemicals (DCPC) also implements the Scheme for Setting up of Plastic Parks,
providing grant funding up to 50% of the project cost, capped at Rs 40 crores per project, with 10 parks
approved so far. To promote research and development, Centers of Excellence (CoEs) are established in
educational and research institutions, receiving grant-in-aid up to 50% of the project cost, capped at Rs. 5
crores, with 18 CoEs established to date. The policy allowing 100% Foreign Direct Investment (FDI) in the
chemical sector (except for a few hazardous chemicals) has attracted significant foreign capital, totaling
USS 22.146 billion between April 2000 and March 2024.

The sector is home to numerous main players, ranging from large conglomerates to specialized
manufacturers. Major diversified chemical companies include Reliance Industries Limited (RIL), a diversified
conglomerate with significant petrochemical operations, Pidilite Industries specializing in adhesives,
construction chemicals, and other specialty chemicals, SRF Ltd., P | Industries, Deepak Nitrite Limited, UPL
Ltd., Gujarat Fluorochemicals Limited, Tata Chemicals, Aarti Industries Limited etc.




Specialty Chemicals: Driving Growth and Value

Understanding the unique characteristics of specialty chemicals is crucial for appreciating their strategic
importance and growth potential within the broader chemical industry. They represent a distinct category
driven by specific functionalities rather than mere volume.

Core Definition and Key Characteristics

Specialty chemicals are distinguished as particular chemical products that deliver a wide variety of specific
effects, making them indispensable to numerous other industry sectors. Unlike commodity chemicals, their
identification is based primarily on their performance or function, rather than their underlying chemical
composition. These chemicals can exist as single-chemical entities or, more commonly, as complex
formulations designed for precise applications.

Commonly known as "effect" or "performance chemicals," these high-value substances are often custom-
produced to provide specific properties or functional enhancements to diverse materials or formulations.
These chemicals are produced in smaller quantities with tailored compositions to meet exact specifications
and performance needs, resulting in higher prices due to specialised manufacturing. They serve targeted
applications in niche markets, offering functions that commodity chemicals cannot. Their focus on
performance and custom manufacturing highlights a distinct business model from commodity chemicals.
This distinction implies that the value in specialty chemicals is derived from their intellectual property, the
intensity of their research and development, and their ability to solve specific industry problems, rather than
simply achieving economies of scale in production. This fundamental difference is crucial for comprehending
why specialty chemicals command higher margins and hold greater strategic importance in the chemical
landscape. The chemical industry is broadly categorised into commodity chemicals and specialty chemicals,
each serving distinct market needs with different production, pricing, and application characteristics.

Characteristic

Production Volume

Pricing

Composition

Value Driver

Market Sensitivity

Applications

Supply Basis

Growth Potential

Commodity Chemicals

Large quantities, industrial scale

Lower cost due to mass production

Standardised composition

Volume, cost efficiency

Highly sensitive to economy & raw
material prices (e.g., petroleum)

Broad range of industries,
basic raw materials

Mass market, standardised
products

Stable, but sensitive to cycles

Specialty Chemicals

Smaller quantities, customised

Higher price point due to
specialised manufacturing

Tailored formulations, application-specific

Performance, function, innovation,
customisation

Less affected by raw material fluctuations;
driven by target market demand

Targeted, niche markets, specific functions,
performance enhancements

Often contract-by-contract basis

High potential for growth




Unlike commodity chemicals, specialty chemical producers are less affected by petroleum price
fluctuations, as their market demand is primarily driven by the specific needs of their target industries. It is
common for specialty chemical manufacturers to utilise commodity chemicals, often those they produce
themselves, as inputs in their specialised formulations. The clear distinctions between these two categories
highlight that a strategic shift towards specialty chemicals represents more than just product diversification;
it signifies a fundamental change in business strategy. This implies that companies transitioning into
specialty chemicals must invest heavily in research and development, cultivate strong customer
relationships, and develop highly specialised manufacturing capabilities, thereby paving the way for a more
sustainable and profitable growth trajectory.

Diverse Applications and Market Segments

As discussed above, Specialty chemicals are performance-driven compounds meticulously formulated for
specific applications, distinguishing them from commodity chemicals by their high value, premium pricing,
and customized nature. These chemicals are integral to enhancing product performance, improving
efficiency, and enabling innovation across a vast spectrum of industries.

The Indian specialty chemicals market is characterized by its diverse applications and robust market
segments. This segment’s expansion is driven by the steady growth of end-user industries and increasing
consumer awareness. Key market segments and their applications include:

CASE (Coatings, Adhesives, Sealants, and Elastomers):

This was the largest revenue-generating segment in 2024, holding a substantial 38.44% share of the
Indian specialty chemicals market. These chemicals are crucial for protective and decorative finishes in
automotive, construction, and industrial surfaces, with trends favoring high-performance, anti-
corrosion, and self-healing properties. Companies like Pidilite Industries are prominent in adhesives and
construction chemicals, while Jyoti Resins and Adhesives Ltd. is a key player in wood adhesives with its
"EURO 7000" brand.

Pharmaceutical Additives

Identified as the most lucrative and fastest-growing segment, this area is critical for the dynamic
pharmaceutical industry. Specialty chemicals are essential for creating efficient and high-quality Active
Pharmaceutical Ingredients (APIs) and excipients, as well as developing sustainable production
processes. The large number of applications in the pharmaceutical industry drove this segment to
dominance in 2023. Companies like Hikal Ltd. and Aarti Industries cater to this sector.

Agrochemicals:

Given India's agrarian economy, these chemicals are vital for increasing agricultural productivity by
improving soil fertility and combating pests. The growing population and focus on sustainable farming
practices continue to drive demand. Trends show a shift towards bio-based and eco-friendly
formulations. P | Industries and UPL Ltd. are leading players in this segment. India is the fourth-largest
producer of agrochemicals globally after the United States, Japan, and China, and the fourth net
exporter.

Personal Care & Cosmetics:

This segment utilizes specialty chemicals like surfactants, emollients, preservatives, and colorants for
product efficacy and aesthetics. There is a growing demand for eco-friendly and sustainable materials,
leading industries to seek greener alternatives. Trends include natural/organic ingredients and
multifunctional formulations. Galaxy Surfactants Ltd. is a notable company in this space.




Polymers & Resins:

A wide range of synthetic materials used across industries, with increasing demand for high-
performance and environmentally sustainable resins. Epigral Ltd. is India’s largest producer of CPVC
Resin, a key polymer, and also the first to set up an Epichlorohydrin plant in the country.

Electronic Chemicals

Critical for miniaturization and performance in the electronics industry, including semiconductor
materials and PCB chemicals. The increasing consumer awareness and high-speed internet access in
Asia Pacific have boosted the demand for semiconductors.

Oilfield Chemicals:

Applications include drilling fluids, corrosion inhibitors, and production chemicals for optimizing oil and
gas operations.

Water Treatment Chemicals:

Essential for various industrial and municipal applications, including coagulants, flocculants, and
disinfectants.

Other segments

They include Rubber Processing Chemicals, Food & Feed Additives, Specialty Pulp & Paper Chemicals,
Specialty Textile Chemicals, Construction Chemicals, Mining Chemicals, Catalysts, Additives, Pigments
& Dyes, Specialty Coatings, Specialty Gases, Adhesives & Sealants, Antioxidants, Corrosion Inhibitors,
Flame Retardants, Lubricants & Greases, and UV Stabilizers.

Leading global players in the specialty chemicals sector include Solvay SA, Evonik Industries AG, Clariant
AG, Akzo Nobel NV, DuPont de Nemours Inc, Kemira Oyj, Lanxess AG, Croda International PLC, Huntsman
Corp, The Lubrizol Corp, and Albemarle Corp. Indian companies like Aarti Industries, SRF, Deepak Nitrite,
UPL, Vinati Organics, Navin Fluorine, Clean Science and Technology, Alkyl Amines Chemicals, Balaji Amines,
Platinum Industries, Epigral, Neogen Chemical, and Jyoti Resins are also significant players, contributing to
the sector's growth and innovation.

Specialty Chemicals Market Size and Contribution

The Indian chemical sector is experiencing robust growth, with the domestic market valued at USS 220
billion in 2023 and projected to reach USS 400-450 billion by 2030, and potentially USS 1 trillion by 2040.
Within this expansive growth, the specialty chemicals segment plays a pivotal role, consistently
demonstrating higher Compound Annual Growth Rates (CAGRs) compared to the overall chemical sector.
The specialty chemicals segment is increasingly recognised as the strongest pillar of the Indian chemical
industry. Its contribution to the domestic chemical market is substantial, accounting for approximately 20%
of the total chemicals market.

The consistently higher CAGR for specialty chemicals compared to the overall chemical sector indicates that
this segment is driving disproportionate growth and value creation. For example, while the overall Indian
chemical sector is projected to grow at 9-10% annually , specialty chemicals are poised to expand at 12-16%
CAGR in years to come. This suggests a strategic shift from a "volume game" to a "value game," where
innovation and customization yield higher returns despite lower production quantities.




Specialty chemicals are inherently performance-driven and custom-formulated, allowing them to be priced
at a premium due to their application-specific nature. Unlike bulk chemicals, which are high-volume, lower-
margin commodities, specialty chemicals offer greater value-add and often lead to stronger customer
relationships due to their tailored solutions. This focus on specialized solutions, rather than sheer volume,
allows companies to capture higher profit margins and drive more significant economic impact per unit
produced. This strategic emphasis on value is further reinforced by the increasing demand for high-
performance and efficient chemical solutions across various industries. While specialty chemicals currently
account for only 20% of global chemical volumes, they offer significantly higher value. India's $200+ billion
chemical sector sees specialty chemicals contributing about $36 billion (18%), and this segment is
expanding rapidly, outpacing many other industrial verticals.

The specialty chemical sector currently accounts for 47% of India's domestic chemical market and is
projected to increase at a CAGR of nearly 11% over the next five years. It also holds an 80% share of India’s
chemical exports, underscoring its critical role in the country’s global trade.

India's Global Standing in the Chemical and Specialty Chemical Sectors

India is solidifying its position as a significant player in the global chemical market. Currently, India accounts
for approximately 3-3.5% of global chemical consumption and holds a 4.3% share in the global chemicals
market, ranking 5th globally. In 2023, India was the 12th largest exporter of chemical products worldwide,
with exports totaling $66.3 billion. This indicates a growing presence, though India remains a net importer of
chemicals, with a trade deficit of USS 31 billion in 2023, largely due to reliance on imported feedstock and
specialty chemicals.

The global chemical industry is undergoing a major transformation, driven by shifting supply chains and
demand for specialty and green chemicals. This presents a unique opportunity for India to enhance its global
standing. The "China+1" strategy, where global firms seek to diversify their supply chains away from over-
reliance on China, strongly favors India. India's skilled workforce, progressive regulatory environment,
political stability, and cost-effectiveness make it an attractive alternative for manufacturing and sourcing.
This strategic realignment is viewed as a "once-in-a-decade window" for India to emerge as a leader in the
high-growth, high-margin specialty chemicals industry. The country aims to increase its share in global
chemical value chains to 5-6% by 2030 and 12% by 2040, aspiring to become a global chemical powerhouse.

India's current export destinations for chemical products are diverse, with the main destinations in 2023
being the United States ($16.4 billion), Brazil ($3.02 billion), Germany ($2.71 billion), China ($2.14 billion), and
the United Kingdom ($1.63 billion). The fastest-growing markets for Indian chemical exports between 2022
and 2023 included Slovenia (+$1.11 billion), the United States (+$589 million), and the United Kingdom
(+$177 million). The United States is identified as having the highest export growth potential for Chemical
Products from India (+$4.5 billion), followed by China (+$2.97 billion) and Germany (+$1.51 billion). This
indicates significant opportunities for expanding India’s global market penetration.

Regarding other global players or countries, China currently holds a dominant 32% market share in the
global chemicals market, exporting both commodity and specialty chemicals. India's aspiration to increase
its global market share implies a direct competition and strategic positioning against established players
like China, as well as collaboration opportunities with countries seeking diversified supply chains. India's
specialty chemical exports grew by 20% from 2021-2023, with strong demand from the USA (14% of
exports), Europe, and Southeast Asia, particularly in agrochemicals, dyes, and pigments. This highlights the
potential for India to deepen its trade relationships and expand its presence in these key regions.




1Vl The Transformative Journey of Indian Specialty Chemicals -
Why they can be India's High-Growth Engine

Thelndian specialty chemicals industry has undergone a significant transformation, shifting its strategic
focus and adapting to evolving global dynamics. This journey reflects a maturation from a domestically
focused, import-reliant sector to one with growing global competence and export orientation.

Evolution from Import Substitution to Export-Oriented Growth

Historically, India’'s chemical industry, particularly its petrochemical segment, placed a strong emphasis on
the production of bulk, commodity-grade polymers and chemicals. This traditional focus led to limited
diversification into higher-value specialty and downstream products. Consequently, the nation developed a
high reliance on imports for petrochemical intermediates and specialty chemicals, contributing to a
substantial trade deficit.

However, a pivotal shift occurred with economic liberalisation in the 1990s. This period granted Indian
chemical manufacturers greater access to global markets, catalysing the rise of private sector enterprises
and fostering the growth of specialty chemical companies that began producing high-value, application-
specific chemicals. Through sustained efforts, the industry has systematically built robust technical
capabilities, invested strategically in talent development and innovation, and cultivated a nuanced
understanding of diverse end-use industries. This resilience and continuous improvement have collectively
transformed the sector into a globally trusted supply chain partner, recognised for its quality, customisation
capabilities, and adherence to compliance standards. This marks a definitive shift from a primary focus on
import substitution to achieving global competence and offering innovation-led solutions. This transition
signifies a profound maturation of the industry, moving up the industrial complexity ladder from basic
manufacturing to advanced chemical synthesis and formulation.

e The "China+1" Strategy and Global Supply Chain Realighments

A significant catalyst driving India's specialty chemicals growth has been the trend in global supply chain
diversification, referred to as the "China+1" strategy. This strategic realignment has been triggered by
evolving geopolitical factors and a heightened need for supply chain resilience, prompting global firms to
reduce their over-reliance on China as a single manufacturing base.




India has-emerged as a viable and increasingly preferred alternative destination due to its political stability,
growing technical skills, cost-effectiveness, and established manufacturing capabilities. This global shift
seems to have directly contributed to a surge in specialty chemical exports from India. Indian specialty
chemical exports demonstrated robust growth, increasing by nearly 20% from 2021 to 2023, with strong
demand emanating from key markets such as the United States, Europe, and Southeast Asia. Furthermore,
the escalating global demand for eco-friendly and sustainable products, coupled with tightening
environmental regulations in China, has led to a reduction in global supply from Chinese manufacturers. The
"China+1" strategy is a powerful external catalyst, transforming a geopolitical concern into a significant
economic opportunity for India.

Role of Government Policies in Sectoral Transition

Government initiatives have played a crucial role in significantly improving the business environment and
fostering industrial growth within India's chemical sector. Key policy reforms, such as the implementation of
the Goods and Services Tax (GST) and the liberalisation of Foreign Direct Investment (FDI), have been
instrumental in this transformation. Complementing these reforms are flagship initiatives like "Make in India"
and "Aatmanirbhar Bharat" (Self-Reliant India), which actively promote domestic manufacturing and attract
investments across various sectors, including chemicals. The Indian government has demonstrated a strong
commitment to fostering the growth and global competitiveness of its chemical sector through a
comprehensive suite of initiatives and policy support. These interventions are designed to attract investment,
boost domestic manufacturing, promote exports, and stimulate job creation.

Key initiatives include:

Production-Linked Incentive (PLI) Scheme:

With an outlay of X1.97 lakh crore, the PLI Scheme targets 14 key end-user sectors, providing incentives on
incremental sales of domestically manufactured products. This scheme aims to enhance India’s production
capacity and reduce import dependency. For instance, the PLI Scheme for bulk drugs specifically targets the
manufacturing of 41 essential drugs, with a total outlay of 6,940 crore over a decade, and PLI schemes for
\ Bulk Drug Parks have a budget of Rs. 1,629 crore (USS 213.81 million).

Petroleum, Chemicals & Petrochemicals Investment Regions (PCPIRs): \

These are special economic zones conceptualized as integrated manufacturing hubs with a cluster-based

approach, offering common infrastructure and support services. The government aims to attract investments

worth $420 billion within the sector through PCPIRs, with an estimated 10 lakh crore by 2025. Three

PCPIRs are currently implemented in Gujarat (Dahej), Andhra Pradesh (Vishakhapatnam), and Odisha

(Paradeep), having attracted significant investments and generated substantial employment. These parks

are crucial for aggregating production capacities, rationalizing supply chains, and ensuring quality meets

k global standards, thereby augmenting export potential. /

Scheme for Setting up of Plastic Parks:

Implemented by the Department of Chemicals and Petrochemicals (DCPC), this scheme promotes the
establishment of Plastic Parks with state-of-the-art infrastructure and common facilities. The objective is to
consolidate and synergize the downstream plastic processing industry, increasing investment, production,
and export, and generating employment. The government provides grant funding up to 50% of the project
cost, capped at Rs 40 crores per project, with 10 parks approved so far.




Centers of Excellence (CoEs):

To promote research and development, 18 CoEs have been established under this scheme, providing grant-
in-aid to educational and research institutions for developing new molecules and technologies, improving
existing manufacturing processes, and enhancing product quality. The government provides financial
support up to 50% of the total project cost, with an upper limit of Rs. 5 crores.

Foreign Direct Investment (FDI) Policy:

India allows 100% FDI in the chemical sector automatically, with the exception of a few hazardous chemicals,
to attract foreign capital for enhanced development and self-sufficiency. This policy has resulted in 22.146
billion in FDI inflows between April 2000 and March 2024. The industry is projected to receive further
investments amounting to X8 lakh crore by 2025.

Chemical Promotion Development Scheme (CPDS):

This scheme supports the growth of the chemical and petrochemical industry by creating knowledge
products (studies, surveys, data banks) and disseminating knowledge through seminars, workshops, and
investor meets. It also organizes promotional events like "India Chem," one of Asia-Pacific's largest chemical
and petrochemical sector events, focusing on international cooperation, trade, and investment.

Fast-track Environmental Clearance:

Efforts are underway to simplify and fast-track the environmental clearance process with transparency and
accountability, aiming to improve industrial agility and investor confidence. Centralized environmental
control, as provided by Common Effluent Treatment Plants (CETPs) in industrial parks, further adds to
investor confidence by simplifying compliance and ensuring sustainable operations.

Securing Free Trade Agreements (FTAs):

India is actively pursuing FTAs that incorporate specific provisions for the chemicals industry, including tariff
quotas or selective duty exemptions on critical raw materials and petrochemical feedstocks. Efforts are also
focused on raising FTA awareness and simplifying procedures for exporters.

The Indian Brand Equity Foundation (IBEF) highlights India as one of Asia's leading three chemical
manufacturers, underscoring the success of these policy supports in positioning India prominently on the
global chemical map. India is also the world leader in dye manufacturing, accounting for 16%-18% of global
dyestuff exports, with Indian dyes exported to over 90 countries. The Indian chemicals industry makes up
3.4% of the global chemicals industry. The government'’s structured roadmap, leveraging these policies,
aims to increase India’s share in the global chemicals value chain and achieve self-sufficiency.




Strategic Partnerships and Global Market Penetration

Strategic partnerships and collaborations are increasingly vital for Indian chemical companies to enhance
their global market penetration, acquire advanced technologies, and strengthen their position in global
value chains. These alliances often involve mergers, acquisitions, and joint ventures, reflecting a dynamic

approach to expansion and diversification.

Recent examples of strategic partnerships and collaborations by Indian chemical firms highlight this trend:

Aditya Birla Group's Acquisition:

Aditya Birla Group, a major Indian
conglomerate, acquired Cargill's specialty
chemical plant in Dalton, Georgia, USA.
This acquisition builds on Aditya Birla's
existing 17 manufacturing units in the US,
with plans to almost triple the Georgia
facility's capacity within two years. This
move demonstrates a clear strategy to
expand its footprint and capabilities in
key international markets.

Thirumalai Chemicals' US
Investment

Thirumalai Chemicals, an Indian
company, is making a significant
investment of over $200 million to
build a plant in West Virginia, USA, for
manufacturing maleic anhydride and
its derivatives, malic acid and fumaric
acid. This greenfield investment
signifies a long-term commitment to
establishing a manufacturing base in a
key market.

Novopor Advanced Science's US
Acquisition

Novopor Advanced Science, an Indian
specialty chemical maker backed by Bain
Capital, acquired Pittsburgh-based
Pressure Chemical. This acquisition is set
to expand Novopor’s high-pressure
chemistry and complex specialty
manufacturing capabilities, enabling it to
offer more sophisticated chemical
solutions globally.

Industry-Academia
Partnerships

The government is actively promoting
collaborations between industry and academia
to drive innovation and talent development.
Initiatives include the creation of an interface
agency in collaboration with the Department of
Chemicals and Petrochemicals (DCPC) and the
Department of Science & Technology (DST) to
disburse R&D funds and foster industry-
relevant courses. This aims to bridge the skill
gap and promote indigenous technology
development.

These strategic moves support India’s aims to boost its global presence and customer ties. By establishing
partnerships in major markets, India increases exports, gains advanced technologies, and strengthens global
value chains. The trend toward "friendshoring" and reducing geopolitical risks encourages global chemical
producers to integrate with India’s growing capabilities.




Why Specialty Chemicals are India's High-Growth Engine

The specialty chemicals sector is poised as a primary growth engine for India’s industrial landscape, driven

by a confluence of robust domestic demand, supportive government policies, inherent cost advantages, and
a strategic embrace of sustainability.

Growth
Driver
Category

Domestic
Demand

Government
Support

Competitive
Advantage

Global Trends

Specific
Factors/
Details

Rapid industrialisation across
diverse sectors (agriculture, pharma,
auto, electronics, construction);
expanding end-user industries
(healthcare, personal care,
construction); rising urbanisation,
middle class, disposable income.

"Make in India," "Aatmanirbhar
Bharat" initiatives; PLI Scheme
(potential expansion to specialty
chemicals); PCPIRs & Plastic Parks;
Chemical Promotion Development
Scheme; anti-dumping duties;
simplified export compliance.

Significantly lower labour costs;
lower infrastructure costs;
competitive water/electricity
costs; large pool of skilled labour
and technical expertise.

"China+1" supply chain
diversification strategy;
geopolitical factors driving supply
chain resilience; global demand for
eco-friendly/sustainable products;
tightening environmental
regulations in China.

Impact on
Sector
Growth

Provides a stable, large base for growth;
reduces reliance on export volatility;
encourages R&D and capacity expansion;
creates a virtuous cycle of demand.

Creates favourable investment climate;
incentivises domestic production;
addresses infrastructural/regulatory
bottlenecks; engineers’ competitive
advantage; long-term strategic
commitment.

Attracts FDI; enables domestic
players to compete
globally on price and quality;
structural competitive edge.

Positions India as a preferred
alternative supplier; boosts specialty
chemical exports; creates opportunities
for compliant Indian firms; sustainability
as a market differentiator.




Key Challenges

Despite its robust growth trajectory, India's chemical sector faces several structural challenges that could
impede its global competitiveness and full potential realization. Addressing these challenges through
targeted interventions is crucial for sustainable development.

=> Reliance on Imported Feedstock:

A significant challenge is India’s heavy dependence on imported feedstock, particularly in
petrochemical intermediates and specialty chemicals. As discussed earlier, this reliance contributed to a
substantial trade deficit of USS 31 billion in 2023. The current utilization patterns of key feedstocks like
propylene, ethylene, benzene, and butadiene in India are overwhelmingly directed towards commodity-
grade polymers, unlike global averages that diversify into more complex derivatives. This indicates
limited domestic backward integration and a need for greater self-sufficiency in high-value chemicals.
Focused policy interventions such as establishing world-class chemical hubs and introducing an Opex
subsidy scheme to incentivize incremental production of chemicals based on import bills and export
potential can be instrumental to address this roadblock. The government also aims to develop and
access technologies to enhance self-sufficiency, including fostering MNC partnerships for technology
acquisition.

= Infrastructure Gaps and High Logistics Costs:

Outdated industrial clusters, insufficient common user facilities, and high logistics costs create a cost
disadvantage for Indian chemical companies compared to global peers.The mitigation steps are already
in motion as the development of 8 high-potential clusters and the composition of a Chemical Committee
for ports are aimed at addressing infrastructural gaps. Also, Chemical
industrial parks are designed to provide integrated logistics, R&D labs,
and common effluent treatment plants (CETPs) to reduce

operational costs and enhance competitiveness.

= Low R&D Intensity:

India's investment in Research and Development (R&D) in the chemical
sector is notably low at 0.7% of investment, significantly below the global
average of 2.3%. This hampers indigenous innovation in high-value chemicals
and limits the development of new molecules and processes. The
establishment of Centers of Excellence (CoEs) also aims to promote

R&D efforts, however, urgent and sustained efforts are need of

the hour.

=> Regulatory Delays and Environmental Compliance Hurdles:

Complex regulatory frameworks and delays, particularly in environmental
clearances, stifle industrial agility and investor confidence and this

has been an historical challenge =
for the development of Indian economy.
Mitigation Efforts for simplifying and
fast-tracking the environmental clearance
process with transparency and
accountability like setting up audit
committees to monitor timelines and /
compliance are required to address
this hurdle.




=> Skill Shortages:

The sector is hampered by a 30% shortfall in skilled professionals, especially in emerging areas such as
green chemistry, nanotechnology, and process safety. Similar to the other industries, Talent and skill
upgradation initiatives are necessary, including industry-academia partnerships to introduce industry-
relevant courses in core areas like petrochemicals, polymer science, and industrial safety.

Value Creation Strategies

To fully capitalise on the immense growth potential within the specialty chemicals sector, Indian
companies must adopt multi-faceted value creation strategies that extend beyond traditional
manufacturing approaches. These strategies encompass innovation, global integration, operational
excellence, and human capital development, as summarized in the table below -

Strategic
Pillar

Innovation
& R&D

Global
Expansion
& Partnerships

Operational
Excellence &
Resilience

Global Trends

Key
Strategies/
Actions

Accelerate application-based innovation
& new product development (import
substitution); increase R&D investments
(high-value, green chemistry); adopt
smart technologies (loT, automation,
Al/digital models); integrate chemistry
with code (Al-assisted formulation,
bio-based pathways).

Foster MNC partnerships for
technology access; collaborate with
academia for R&D; secure FTAs with
key global markets (EU, ASEAN, US);

establish reputation as reliable,
high-quality supplier;
capitalise on "China+1" strategy.

Build functional excellence (digital/analytics
-based improvement); streamline regulatory
approvals & fast-track environmental
clearances; develop world-class chemical
hubs (infrastructure, logistics); reduce
import dependency (backward integration,
renewable feedstock); implement circular
economy strategies.

Implement skill upgradation initiatives
(process chemists, safety, formulation
experts); foster education-industry
partnerships; ensure compliance with
global ESG standards (REACH, CMSR);
develop customer intimacy strategies
(co-creation, Voice of Customer,
Digital Customer Intimacy).

Expected
Benefits/
Outcomes

Faster product launches; optimised
processes; enhanced self-sufficiency;
competitive edge in global
markets; higher value creation.

Access to advanced
technologies; enhanced market
access; deeper integration into

global value chains;

increased exports;
strategic global positioning.

Increased EBITDA; improved
investor confidence; efficient
operations; reduced
supply chain vulnerability;
enhanced sustainability
& compliance.

Future-ready workforce; market
access in regulated markets;
stronger customer relationships;
tailored solutions; product
differentiation.




Conclusion and Future Outlook

The Indian chemical sector, particularly its specialty
chemicals segment, is positioned for an extraordinary
growth trajectory, driven by robust domestic demand,
strategic government support, and favorable global
supply chain realignments. Specialty chemicals are
demonstrably leading this expansion, characterized
by their higher value creation, premium pricing,

and application-specific innovation, signaling

a fundamental shift from a "volume game" to

a "value game" within the industry.

India's ambition to become a global chemical

powerhouse, increasing its share in global value

chains and achieving a USS 1 trillion chemical output

by 2040, is well-supported by proactive government
initiatives such as the PLI Scheme, PCPIRs, and liberalized
FDI policies. These measures, coupled with the global "China+1" strategy, present a unique window of opportunity
for India to solidify its role as a reliable and cost-effective manufacturing hub. The increasing strategic
partnerships and international investments by Indian firms further underscore this growing global integration.
However, realizing this potential requires diligent attention to persistent structural challenges. Key challenges
include heavy reliance on imported feedstock, infrastructure gaps and high logistics costs, low R&D intensity,
regulatory delays and environmental compliance hurdles, and skill shortages. Efforts are being taken to mitigate
these through establishing world-class chemical hubs, introducing Opex subsidy schemes, developing and
accessing technologies, fast-tracking environmental clearances, securing FTAs, and talent and skill upgradation
initiatives.

The sector's future competitiveness will also hinge on its ability to embrace technological advancements,
particularly in green chemistry, digitalization, and advanced materials, and to integrate strong ESG principles into
its core operations. and the integration of Industry 4.0 technologies like Al, ML, and loT for enhanced efficiency,
real-time monitoring, and accelerated R&D. Innovations are also on the brink in advanced materials, waste
minimization, recycling, and process intensification. The impact of ESG trends is compelling the industry towards
decarbonization efforts, exploring green growth opportunities, and implementing circular economy solutions,
which not only enhance sustainability but also drive profitability and market differentiation.

While challenges such as reliance on imported feedstocks and the need for further regulatory streamlining
persist, the strategic focus on these value creation pillars positions India strongly to overcome these hurdles. By
leveraging its unique strengths and pursuing a clear roadmap, India is well on its way to achieving a net-zero
chemical trade balance and significantly increasing its share in global value chains, solidifying its role as a
leading player in the future of the global chemical industry.
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