CHEMICAL DISTRIBUTION

Positioned for Growth

The New Age of Winning for Chemical Distributors

The 2023 chemical distribution survey shows recent trends and evolv-

ing principals’ expectations. It reveals a notable rise in third-party

distributor usage across regions and chemical sectors. Principals

require diversity in distributors and maintain the upward trend from

previous years. They now demand higher distributor standards while

being less tolerant of performance issues. These findings emphasize

the need for adaptable chemical distributors. By enhancing offerings,

ensuring performance, managing costs, and embracing sustainability,

distributors prove as essential partners for long-term success amidst

evolving challenges.

More than 300 global chemical prin-
cipals and 20+ senior executives from
leading distributors were surveyed to
analyze market dynamics and chemical
distributor performance and outlook.
They represent all major regions as
well as commodity and specialty com-
panies. These results, building on BCG’s
earlier reports on chemical distribu-
tion in 2018 and 2021, reveal six key
findings about the industry’s current
state and future.

The chemical distribution market is
expected to grow to €500 billion with a
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compound annual growth rate (CAGR)
of 2.4% from 2022 to 2027. Rebound-
ing from the Covid-19 pandemic, the
chemical distribution market surged
by 31.0% in 2022. 80% of this was
driven by higher prices instead of vol-
ume resulting from tight product avail-
ability and supply chain disruptions,
implying that future growth rates will
normalize as price volatility stabilizes.
However, we expect a slight decline of
-0.5% in 2023, caused by overall lower
demand for chemicals due to destock-
ing among end customers especially in
Europe and North America. After 2023,
the global chemical distribution mar-
ket is anticipated to recover with 1.4%
growth in 2024 and a CAGR of 3.5%
from 2025 to 2027, outpacing global

GDP. We expect overall stronger growth
for specialty vs. commodity chemical
distribution.

APAC, representing around half the
market, is poised for significant expan-
sion of 3.1% CAGR from 2022 to 2027
and anticipated to catch up to the
Western market in the next decade as
rapid growth and industrialization in
this region have led to improvements
in local chemical distributors’ profes-
sionalization, supply reliability, ser-
vice portfolios, technical know-how,
and regulatory support.

Europe and North America have
lower expected CAGRs of 0.9% and
1.5%, respectively, due to market matu-
rity and saturation. Nevertheless, out-
sourcing trends are expected to persist,
implying that the chemical distribution
market outgrows the underlying chem-
ical market.

76% of all principals expect a sub-
stantial increase in their reliance on
third-party distributors over the next
three years, reflecting their ambition
to establish strategic partnerships that
leverage distributor expertise and net-
works for growth. Hence, the outsourc-
ing trend, though slightly lower than
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2021 (84%), continues to gain momen-
tum with regional differentiation.

In China, 91% of respondents antic-
ipate increased outsourcing, as do
84% in APAC. Asian principals seem
to be using third-party distributors to
expand globally, countering potential
sales declines in their home markets.
At the same time, we see shares of
75% and 68% of respondents in North
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Fig. 1: Outlook on chemical distribution market.

America and Europe, respectively, that
compare lower vs. 2021 signaling a
potential refocus on direct sales but
remain nevertheless high.

Despite recent disruptive events
blocking relevant trade flows and
inflationary pressures, approximately
half of respondents maintained consis-
tent outsourcing levels, demonstrating
their unwavering confidence in the out-
sourcing model’s resilience.

Over the past decade, the primary driv-
ers for principals using third-party
chemical distributors have remained
the same: expanding geographic reach,
focusing on core business, and reach-
ing small customers.

Expanding geographic reach has
increased in importance, as principals
recognize the need for local expertise
to navigate new markets successfully.
Partnering with local third-party dis-
tributors allows them to establish a
strong market presence, expand into
untapped markets, and enhance cus-
tomer satisfaction while focusing on
their core business.

Interestingly, cost-to-serve reduc-
tions have become less prevalent in
recent years, dropping from being
perceived as a key driver by 63% of

respondents in 2018 to 46% in 2023.
The top drivers in 2023 overall sig-
nify a shift towards a more strategic
approach, emphasizing the value and
synergies distributors offer over cost
savings.

A rising tendency among chemical
industry principals is the diversifica-
tion of their distributor base. 61% of
all respondents expect further diver-
sification over the next three years, tri-
pling the past share. Principals seek to
reduce reliance on a few distributors to
promote competitive pricing and ser-
vice quality while mitigating market
instabilities across regions.

73% of commodity principals (vs.
51% of specialty principals) expect an
increase in diversification, compared to
38% in 2021. The motivation for diver-
sification varies: Commodity principals
target different customer segments in
various markets due to high volumes
and limited differentiation, while spe-
cialty principals focus on leverag-
ing distributors’ specialized expertise
in specific niches, including applica-
tion-specific knowledge accumulated
over years.

As chemical industry principals
expand their distributor portfolios,
they are redefining expectations for
distributor performance. “Perfor-
mance issues of distributors” and
“lack of value-added services” are
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top concerns. Key performance fac-
tors for distributors encompass sales
target achievement, financial man-
agement, service quality, and valu-
able market insights. Recent crises
underscore the importance of adapt-
ability, financial stability, and supply
chain resilience. Additionally, princi-

pals seek out value-added services
like logistics simplification, regional
access, customer support, and prod-
uct formulation support. In a com-
petitive environment, principals also
expect cost competitiveness, data
transparency, customer data utili-
zation, collaboration, open commu-
nication, responsiveness, and target
commitment. Services like legal or
regulatory support on sustainability
matters also boost value and trust. In
cases where distributors fail to live up
to agreed standards, principals show
increasing willingness to switch dis-
tributors if it advances their growth
ambitions.

Sustainability is gaining ground in
chemical distribution, with 41% of
principals aiming for more sustainable
distributor product portfolios. However,
only 10% of distributors actively push
for it revealing room for improvement
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and greater commitment to sustain-
ability.

Furthermore, sustainability tar-
gets are a must-have for distributors
for 46% of principals. However, there’s
a lack of clear guidelines, possibly due
to the diverse nature of sustainabil-
ity goals, allowing flexibility among
distributors. Interestingly, 13% of all
respondents rank sustainable return
logistics as the second most import-
ant must-have, recognizing distribu-
tors’ unique role in reducing environ-
mental impact through effective return
management and potential in driving
sustainability efforts beyond prod-
uct-related concerns.

Based on the survey findings, there are
four imperatives for chemical distribu-
tors to boost their bond with principals.

Rigorous data management: In today’s
digitally driven world, efficient data
management is a critical factor set-
ting chemical distributors apart. To
achieve best-in-class status, distrib-
utors must have harmonized data
systems and tools, facilitating seam-
less data flow for tasks like inventory
management, compliance, and cloud-
based transactions. Additionally, the
ability to commerecially leverage data is
essential, allowing distributors to con-
duct customer data analyses for valu-
able insights and proactive responses
to market trends. Harmonizing and
leveraging data is crucial for adopt-
ing advanced technologies like Gener-
ative Al, which is making its way into
chemical distribution. Early adaptation
and exploration of use cases are nec-
essary to gain a competitive edge, as
principals increasingly favor innova-
tive technologies.

Cost competitiveness: Global cost
pressures impact both, principals
and chemical distributors. Distribu-
tors must control major cost items,
implementing efficiency measures
in sourcing, logistics, headquarters,
and sales teams to offer cost-effec-
tive solutions. Resource allocation
to value-added activities is essential
for competitiveness. Cost-competitive
services will be crucial as customers
prioritize cost-effectiveness in deci-
sion-making.

Continued Page 12
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Do you expect third-party distribution outsourcing to increase in the coming three years?
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Fig. 2: Large majority expects to increase use of third-party chemical distributors.

What are the key drivers for the expected increase of your third-party distribution outsourcing share?
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Fig. 3: Over the past decade, the top-three drivers to work with a distributor have been stable.

Are your distributors pushing to buy low carbon materials

and actively phase out carbon-based materials?
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Fig. 4: Sustainability has arrived in chemical distribution, yet only small efforts are being made.
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46%

of all respondents
claim that a
sustainability
targetis a must-
have for their
distributors
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Value-added services and capabilities:
In 2023, principals prioritize “reduc-
tion of logistics complexity” as the
most important distributor attribute,
followed by “access to new regions”
and “customer support.” However, the
overall importance of these attributes
has decreased since 2021. In line with
the overall trend, specialty principals
still emphasize “reduction of logistics
complexity” as the most important val-
ue-adding attribute, while commodity
principals now focus on “access to new
regions” to drive growth and expan-
sion. Additionally, principals value dis-
tributors with top-tier laboratories,
as they contribute to customer-cen-
tric and innovative solutions, elevat-
ing distributors beyond intermediar-
ies to collaborative partners in process
development for chemical principals.
Sustainability: In the current busi-
ness environment, sustainability is par-
amount for principals, and they expect
their distributors to align with their sus-
tainability goals. Achieving this align-
ment is challenging due to differing
business models, but distributors can
use sustainability targets as a unique
selling proposition. Through adjusting
their product portfolios, conducting sus-
tainability assessments, providing car-
bon footprint data, offering recycling
solutions, promoting circularity, and
assisting customers with sustainability
regulations, distributors play a vital role
in ensuring environmental friendliness
throughout the supply chain.
Chemical distributors, who have
navigated recent challenges are posi-
tioned for growth. Adapting to chang-
ing dynamics and prioritizing customer
needs while aligning with principals’
expectations will be key to sustained
growth in evolving global markets.
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