It is a challenge in the chemical
industry to expand: Vijay Sankar

BY AMRIT RAJ

HEWDELH!

hennai-based Chemp-

last Sanmar Group has

never chased meteoric
growth even though it had
opportunities to build busi-
nesses in areas such as 1T and
telecom. One of the reasons for
that was strict adherence toits
ethics, “1f we had bent some
comerssomewhere, we proba-
bly would have Been much,
much bigger,” said N. Sankar,
the 71-year old chairman of the

up.

“Bul. whether we would
have been happy, we don't
know,” he said. Bul, the group
hastogrow at afaster paceand
the responsibility of running
thebusinessis now with hisson
Vijay Sankar, deputy chairman.
Inaninterview, the father and
son speak on a range of issues
such as their businesses, pro-
moter and management rela-
tions, cricket, el

Ediled excerpls:
A lot of people speak
about the ethics that your
firms have followed. In
that context, when you
look back at your jour-
ney, how would you rate
it?

N Sankar:The group, San-
mar Group. staris from 1972,
which is when 1 struck on my
ownand acquired Chemplast.
50, from 1972, having started
offinasmallway, wewere able

chairman Vijay Sankar.

to bring in whatever style of
management 1 wanted—con-
servative accounting, honesty

Chemplost Sanmar Group chairman N. Sﬁn&urﬂeﬂj and deputy

done differently?
N Sankar: | could have
made a big hit in software.

in accounting, way of doing | couldhavestartedatyre plant.
businessand ethicsbeingapart | What are the other things that
ofthat. Asthe groupgrewgrad- | make money now? You know it
ually, wewereabletobringthat | is difficult. For example, my
style to the rest of the busi- | brother Kumarwasway ahead
nesses.  Those . of the market
companies had maEmt when it comes to
existing cultures. software. He
We took some INTERVIEW slarted software
time tochange. much before the
The other question is | boomand he got out, saying it
whether strict applicability of | waswvery slow.
our ethical guidelines have We acquired the licence for
helped us... Yes and no! Yes, | | mobiletelephony in Karnataka,
mean... il we had bent some | Andhra Pradesh and Punjab.
comerssomewhere, weproba- | Sunil Mittal acquired that and
bly would have been much, | thatishisbiggest base now.
much bigger. Bul, whether we Weinvested Rsl0 croreand

would have been happy, we
don't know. Overall, lam con-
tent. Asfar as the luture iscon-
cemed, we have logrow much
faster.
Aferliberalization when
Indian businesses actu-
ally opened, what are the
things you could have

nowit must bein thousandsof
crore. Bul weconcentrated on
the businesses that we wanted
tobe involved in. There are so
many things that I wish 1 had
done. But, looking back, and
saying | wish could have done
does not makeany... (sense).,
In your P¥C business,

there seems to be alof of

concern around import

duty, whichisabout 7.5%.

¥ijay Sankar: Obviously,
wewould like it tobe higheras
a domestic manufacturer.
There are other negativesthat
the industry faces. We don't
have a pipeline network that
gives us feedstock. We don't
have the advantage of low-cost
feedstock like the US or Saudi
Arabia. We don't have the
transport infrastructure of
China. 1t is a challenge in the
chemical industry toexpand.

Wewould like alevel playing
field. Since the government is
not goingtobeable toinvestin
apipeline network from Mum-
bai to Gujarat or to South, we
think duty is a means to allow
us Lo (reach) a global scale, We
want foreignerstocome inand
manufacture in India. We are
just saying that don't allow
them to set up plants in Saudi
Arabia, Thailand or Malaysia
and bring productshere.

NSankar: Thereisanother
key to it, which Trump has
raised, which is national secu-
rity linked o imports. Hesays,
you can't depend on Japanese
and Korean steel to make
American arms. That's true in
Indian sensc also,

As Vijay mentioned, India
consumes 3 million tonnes of
PVC consumption, of those
80% goes to the water pro-
gramme. For some reason, if
imports are cut off, where
would your water programme
be?
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Chemplast Sanmar plans $300
million investment to turn around
Egvpt business

LB

Chemplast Sanmar promoters Vijay Sankar and N.Sankar.

In a bid to turn around its business in Egypt where it has invested $1.2
billion in eight years, Chemplast Sanmar will infuse an additional $300
million in the country, a top company executive said.

Backed by billionaire Prem Watsa, who invested $300 million in the
Chennai-based polyvinyl chloride (PVC) manufacturerin2016, the firm is
betting on improving economic and political conditions in Egypt, mired
in years of political upheaval following the Arab Spring.

Taking into account its operations in Egypt, the promoters N. Sankar
and his son Vijay Sankar have set themselves an ambitious target, to
increase Chemplast’s revenue to Rs10,000 crore in about 10 years from
the present Rs6,500 crore. The company turned 50 on Thursday. This
will mark a major shift in strategy at the company that has been
conservative about its expansion plans.



This, despite growing from about Rs800 crore in sales in 2006-07 with
assets of similar amount to about Rs6,500 crore in sales today. Its PVC

capacity will grow from 60,000 tonnes in 2006-07 to 765,000 tonnes by
April 2018.

“We are investing $300 million in doubling our PVC capacity (in Egypt
to 400,000 tonnes). One particular approval to build a pipeline did not
come through and as a result our alternative approach was to make
entire finished product there to cut our dependency on the pipeline,”
Vijay Sankar, deputy chairman, Sanmar Group, said in an interview in
Chennai on Wednesday.

Egypt's economy is expected to grow 4% in the year ending 30 June,
according to a Reuters poll of 11 economists. The poll estimates
economic growth will slow to 3.3% in 2017-18, and will accelerate to 4%
in the following year.

Fortunately for Sanmar, whose business in the North African country
has been in distress following the geo-political events surrounding the
Tahrir Square revolution, the PVC market globally has started to look
up. The market for PVC contracted in China for the first time during the
year ended 31 March 2017 and in Europe the market has consolidated
significantly, reducing the number of firms to five.

What's more, the Indian market is also looking up, Vijay Sankar said.

“So, where we are located, which is India and Egypt, are the only places

where PVC is fast growing and are deficit markets, meaning it has to be
imported.”

Egypt has not been a happy story for Vijay Sankar ever since he took
over the reins of chemicals company from his father N. Sankar in 2007-
08.



In 2007, it acquired a small caustic soda making business in Egypt. “The
idea was to expand VCM (vinyl chloride monomer) and PVC and bring
VCM, which is a raw material for PVC, to India so that it becomes a fully
integrated business,” Vijay Sankar explained.

Egypt then was coming off 30 years of stable regime. Taxation was more
progressive than in India and with project finance available, cost of
production was low. Then all hell broke loose.

Financial markets collapsed after the global financial crisis in 2008,
delaying Chemplast’s plans to refinance the project.

“We had to change the mode of refinancing twice. Then the Egypt

revolution hit—the Tahrir Square revolution and Egypt had seven
governments after that,” he said.

“One particular approval in Egypt (for a pipeline) did not come through

so we had to reconfigure our plant totally. All that could go wrong went
wrong,” Vijay Sankar said.

“We were looking for investors for 4-5 years. Unfortunately, because of
the location, nobody was willing to commit resources,” he said.

Complex Securities and Exchange Board of India (Sebi) regulations in
those days meant Chemplast Sanmar had to delist from exchanges to
bring new investors.

“It gives us flexibility to attract somebody like Mr Watsa on board,” he
said.

A large part of Chemplast business is commoditized, which by nature,
fluctuates and markets do not necessarily favour such businesses.
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Chemplast Sanmar to set
up research lab at II'T-M

The facility will
focus on Zero
Liquid Discharge

| OURBUREAU

| chennai, April 28

- Chemplast Sanmar, a leading
manufacturer of | chemicals
and part of Chennai-
headquartered Sanmar Group,
planstoset up a research labor-
atory at [IT-Madras on Zero Li-
quid Discharge (ZLD).

The lab, coming up at the De-
partment of Environmental
Engineering, will carry out re-
search on ZLD and will have
test bed facilities for user in-
dustries. The company will
spend %1 crore on the laborat-
ory that is being set up to com-
memorate its golden jubilee,

Chemplast Sanmar has ad-
opted ZLD at its plants in Cud-
dalore and Mettur in Tamil
Nadu and Karaikal in Puduch-
erry. Whatthis meansis thatno
treated effluent from the plant
operations will be discharged
on to the land or sea. These
plants completely recycle and
reuse liquid effluents. “We

- were pioneers in adopting ZLD
‘and it has since been adopted

N Sankar, Chairman,
Sanmar Group -

as the industry standard,” N

- Sankar, Chairman, Sanmar

Group, told BusinessLine, on
Friday.
Also, as part of Chemplast

Sanmar's golden jubilee celeb-

rations, the company will im-
prove the facilities at the IIT-
Madras-Chemplast  cricket
ground inside the IIT campus.
The pavilion at the ground was
declared open in 1998 by le-
gendary Australian cricket Neil
Harvey. Chemplast, a patron of
sports, particularly cricket, will
now improve the facilities at
the ground and establish the
KS Narayanan Centre for Crick-
eting Excellence, named after
late KS Narayanan, former
Chairman of the group.



INNOVATION TAKES CH
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ties o now, set toachieve half
a. century of existence,
Chemplast Sanmar Lid,, has
b o campany that has fec
wvently ballpved ninnovation®.
Mow, the second largest Tndian
prodducer of the ubiguitols plis-
tig — PYC — Chemplast hac
miuch humbler origing. 0

“When Chenplast was founded
on May 4. 1957, the total PVC ga-
pacity in Indla Was arcand 6,000
tons,” polnied out chalrman of
the Banmar Group N Sankarn
Chemplast entered the market
with 8,000 tons per anntm, bt
now prodices over BE0,0H tons,
commanding o 50 per cent market
share. [t also hoasts $425 million
i revenue and an EBFTDA nse
iin of around 15 per cent.

Hut the ided for Chomplast
Ftself eame fromm an innovativeat
tempt to use byproducts. “The
idea wns to make PVC from
unbgne materials,” said Sankan
Officialsat the Mattur Chemicals
and Industrial Corporation’s
Flant in Metr were trying tofig-
ure ol a way to use chlorine pro-
duced asa byproduct and Chemps
last’s promoters it on PVE,

“Hut for the first time, they
bepan making the ethyiene, the
ather vaw material, foom molas-
s it byproduct of sugar plants,

Sanmar Group chairman K Sankar speaks about 50 year journey of group {lsgship Chemplast Sanmar Lid. | O SAMPATHEUMAR

Chemplast went through
el in the first few years.
‘Theere havwe been
extmaandinarily good years
&nd very bad years, It was
atways a

N Saniar, (haiman,
Sanmas Goup

which was going to waste. The
method was green, even before
the term was coined, [t was mada
from remwewnble raw maberials —
sugar and salt {for chiorine),” he
recalled. The company's DA re-
tained the fervency for innova-
tion — continuing after Bankar's
SanmarGroap ook over the com:
pany in 1977,

It was Chemplast, polnted out

Sankar, that plonesred ero L
uld discharpge at the Biyear-old
Mettur plant 1t wis also the first
to fully import row maderiod (eth-
ylone dichloride BDC), establish,
ing coastal facilltles on both
copsts, However, the company
hais not haid a rose-streswm path B

LIRS,
“Chemplast wemnt through hell
Im'thi first fiew yoiars: Thera b

CMPLAST TO 50

been extraordinarily good years
amnd very bad years,” pointed out
Sankar, who started in the com-
pany as an unpaid apprenitles un-
der jig firay chiel” — 5 Hamas-
wamy “Thers wers technical
difTicultes during the frst year
Itsell with the plant remaining
ghut for thres monihs,” recalled
Sankar. The devaluation of tha
Ruper in 1966, increasdd the
projoct cost by B0 per cenl, and
prioe wars pedused PVC prlces by
50 per cent. But Chemplast hroloe
ovemn by 1978 aned from 1977, has
been expanding under Sandae

Bow; the industry veteran sees
huge potential in PVE in India.
"There isa big gap botwoen do-
mestic production and demand,
Muost of thisexeess consumption
iz being met by Imports. But,
there needs. fo be positive inducs:
ment (o mangfactuee hepe — the
costs of setting up hereare high,"™
e polntied ot

Chemplast however, is plan-
ning to expand its suspension
PYC capacity 201 million tonnes,
is imwvesting 2100 crore in e hydro-
genperoxide plant and 2325 crome
in n foint venture with Kem ONe
SAS to produce GPVE. The par-
ant 315 billion Sanmar Group
has also made a8 major foray In
Egypt through TO Sanmar and
Its chembcal businesses nre set o
expand after recoiving Mnding
From iivestmont firm Fadrfe.
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TENARASIMHAN
Chennai, 20 April

‘The group has lined up
investments of over 22,500
crore 1o ramp up its capacity to

manufacture PVC at its plants
inIndia and Egypt. The Egypt

project is expected to be com-
pleted by April 2018, and

become operational in the P

next eight months after that.
Once on stream, it will Ie;nd':'

facil.ihnsinlndia.li‘lﬁlls

Mexicoand Egypt. Ofalltheseg-

menis it operatesin, the chem-
icals business is the largest.
Unlike elsewhere in the

world, India has not scen any

new player or capacity addi-

tion for PVC in the last 10 years,
even though nearly 50 percent
mmdmmum

ufacturers to transport chemi-
|mlsﬂumonepoimmamﬂmr.

not have shared effluent treat-
mmtmmdty each manufac-
turer hastoset up its own efflu-
ent plant and that deters
p&mpecttwl:wmmg,

Yet Sanmar is drawn by the
potential for growth In theseg-
ment. The chemical industry
isestimated at around $104 bil-
lion in India and is the single

largest contributor to the coun-
try’s industrial production.

'fhgden:mndfornhmmh..

tors are doing well and slumps
when economic growth slows,
is set to grow 10-12 per cent

ical is lm'gehmnundﬂr-se'nrm
industry in India. whether you
look at polymers, speciality
chemicals or any other seg-
ment,” says Sanmar group’s

deputy chairman, Vijay Sankar.

The per capita consump-
tion of PVC in India is 2 kg,

compared to 8 kg in Thailand

andl&kginmwtﬁessuﬂrm
the US, “Even tocatch up with

fax funding, Sanmar

Thailand, we would require
one plant every year for the
next 20 years,” says Sankar.

Mo wonder, Sanmar s on
an expansion spree, It is invest-
ing 2100 core on a hydrogen
peroxide plant and %325 core
ona CPVC, or Chlorinated’
P‘.ﬂ:.plant.ﬂmcwcpn;}::_
will come up at Karaikal,
Chennai, and will be imple-
mented in partuership with
Kem One 5AS, a European
chloro-vinyl company. The
plant will have a capacity of
20,000 tonnes and will go on
stream in the next two years.
Chemplast Sanmar will be the
second company to manufac-
ture this product in India for
which technology is a closely”
gmrdadmet.

peroxide

plar.lt will be assembled at
Mettur and it will be ready by
TIEXE Year, Bmhthmnmﬂm
togetherare. 1o boost
the group's re e by T400-
mcmreannuaﬂy'lhﬂm

4 currently has 10 pemento{ the

PVC market in India.
In addition, the company
also plansto its suspen-

from 0.3 mil]lun tonnes at
present. This would cost
around ¥ 600 crore.

Once the expansion proj-
ects are completed, Sanmar
expects its revenue to touch
8,000 crore from 25,000 crore
at present.

While the India projects are.
funded through internal
accruals and borrowings, part
of the¥2,000 crore invested by
Fairfax is being used for the

Egypt plant.
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t:llemnlast next gen hulds on tn gnltl standard

Wa dan't have a pipeline network or
commen efflent treatment plants.

Dur interest costs-and logistics costs are
exdremely high. But with all the negatives,

7 - _mmmmﬁgrmwm...lm
the are saying - give us bevel playing fiald and aflow this
I.fﬂ‘ : 1o boam Vijay Samkar, Deputy Chalrman, Sumar Group
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First priority is reputation, then comes g towth

'%ven 113 yearsﬂmm the line, 1 waﬂtt@,me the same value s_vstern If our reputatinn is nr.:-t dented, I will be happy’

Do yoa have a
R

presencein.
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with different

mmam We  Evene

Ing:
arein the polymer, chlorine,
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velopment finance instita:
tions make a b afm.r
They can address the con-
cerns of industries hmmhf
termis of project delays
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