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Unworkable Expectations

• Dow pays to do research

• Dow pays a royalty on the 
d tproduct

ff d l t• offer same deal to 
other companiesother companies 
upon success
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Goals of the Strategic Investor

Create a sustainableCreate a sustainable 
competitive advantagep g



Truism 1:  Scale Falls Quickly

70

80

number
volume

few large volume 

40

50

60

M
ar
ke
t

many small volume

20

30

40

%
 o
f M

0

10

5

Production Scale (metric tonnes per annum)



Truism 2

A mixture containing a 
l bl h i l i tvaluable chemical is not 

the same as a valuablethe same as a valuable 
mixture of chemicals.



Truism 3:  Scale Always Wins

If you are 
moving mass 
around, scale 
reduces costreduces cost 
faster than 
experience.  
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Point One

Large companies haveLarge companies have 
many optionsy p



Analysis of Options
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Point 2:  Looking for Compelling Options
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Fallacy 1:  Bio Beats Fossil

not full cost – just stoichiometry

CH3CH2OH CH2CH2 + H2O sugar

EtOH
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Owen Kean and T.K. Swift, American Chemistry Council, "Industry-Transforming Natural Gas into Products", National Academy Forum on Unconventional Gas, 11 September 2012.



US Trend

U.S. trend is toward 
lighter gas cracking 
and it is an old trend

Implications:

less propylene· less propylene

· less butadiene

· less benzeneess be e e
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Fallacy 2:  Green Premiums

Chemical markets are 
d i b t ddriven by cost and 
premiums are difficult topremiums are difficult to 
sustain.



Fallacy 3:  nth Plant Economics

Investment decisions 
d th fi tare made on the first 

plant not the nthplant, not the n .



Fallacy 4:  Shut-down Economics

It takes decades for 
i t h l tsuperior technology to 

displace standingdisplace standing 
assets.



Generating Strategic Investor Interest

C lli iCompelling economics

S i bl i iSustainable competitive 
advantage for theadvantage for the 
partnership.p p


