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The Great Industrial Repositioning 
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The phrase ‘perfect storm’ may be a bit over-used lately, but it does accurately describe the situation that European 

industries are currently in. The environment in which organizations operate is more volatile, uncertain, complex and 

ambiguous than ever before. This is driven by several economic and political developments. The COVID-19 crisis has boosted 

demand, while on the other hand supply chains are struggling to get back up to speed. On top of that, gas prices recently 

reached an extraordinary high in Europe and high energy prices are dramatically pushing up manufacturing cost. Demand for 

both energy and goods is predicted to remain strong due to high purchase power that is fuelled by low unemployment rates 

and a surplus of savings, putting extra pressure on scarce supplies. In addition, inflation rates are at an unprecedented level 

and central banks are fighting inflation by increasing base interest rates.  

 

Each of these developments have an impact on European industries, specifically the energy-intensives, individually, but 

combined they pose some profound challenges. This whitepaper addresses some of these challenges and outlines a three-

step approach to not only combat these challenges, but even come out on top. 

 

A long-lasting crisis with more sectoral hits  

It is expected that the impact of the above-mentioned combination of issues will not pass soon but is likely to be felt for many 

years to come. Continuously increasing inflation rates will drag down economies. This will impact businesses worldwide. The 

first impact is already seen at European energy-intensive companies producing e.g., ammonia, glass and zinc. They are suffering 

margin squeezes that can’t be compensated anymore by passing on the rising production costs to customers. This dynamic is 

especially tricky for European energy-intensive companies that have manufacturing on the European continent but supply 

global markets. Since these are mostly dollar markets, the exchange rate helped to compensate for the first half of 2022, but 

profit levels for the second half are expected to be seriously affected while competition from other continents is taking over 

markets. 

 

Rethinking positions on markets, portfolios, finance & technology base 

The effects of inflation, and the energy crisis lurking underneath, is trickling down on these companies in four stages that are 

explained in more detail below. 

 

• Firstly, improving positioning in the market and differentiated pricing. Although companies may not be able to pass 

on all input costs to their customers, a reasonable price correction can be helpful to start closing the gap. This is also 

the moment to investigate how customers are perceiving the value offering in their purchase portfolio. Perceived value 

translates into willingness to pay, loyalty taxation by offering security of supply, and willingness to partner for future 

joint efforts in e.g. demand and supply chain. Therefore, industrial companies would be wise to scrutinize what 

customer base growth can be established and what customer relationships are likely to last for value creation. Armed 

with that knowledge, the best course of action may not only be increasing general price levels but relying on advanced 

data science pricing techniques to unlock any value potential locked in propositions and products offered. 

Segmentation and differentiated pricing guidelines are key enablers for optimal market positioning across industries. 

 

• Secondly, repositioning portfolios, production assets and the supply chain to optimize margins. More than ever 

before, the conscious split in portfolios between commodities and specialties has to become clear and put into place 

with sales, manufacturing and supply chain by enhancing their financialized integrated business planning process. 

Companies should clearly map what products are driving growth or have entered the mature stage; basically identifying 

what products add value and which are me-too versions. On top of that organizations should (strategically) plan their 

network and assess what production assets may be forced to switch off or if possible, be re-allocated to other 

geographies; taking the end-to-end costs (raw materials, manufacturing, logistics, tax, incentives, etc.) into account. 

Companies that operate with multipurpose production facilities and optionality in their network can optimize 

manufacturing to those plants with best overall yields relatively quickly. For organizations that are energy and capital 

intensive and tied to a current asset base, rebalancing their portfolio and re-allocating production assets is not easily 

done. They therefore need to brace for severe impact or expedite ingenuity.  
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• Thirdly, liquidity-, fiscal- and capital planning & funding. It is in this phase that Finance starts to play an important role 

in freeing up liquidity via working capital reduction, re-capitalisation of assets and ensuring short-term funding of the 

company. Intercompany pricing (icp) may be affected by external factors such as exchange rates, inflation or asset and 

production relocation, and may ask for revisioning. The relocation, decommissioning, disposal and even potential 

dismantling of assets requires a solid capital expenditure planning and may even require re-financing or recovery of the 

company as a whole.  

 

• Finally, building a competitive advantage by sustainability-driven technology & asset planning. Impacted companies 

start to realise that their businesses have entered a new era. The rules around license to operate are fundamentally 

changing with new regulations and customer demands permanently shifting. Running on old technological standards 

isn’t feasible, or sustainable, anymore. Examples are the ammonia production being shut down, creating a surging 

import and storage of ammonia as a result. One manufacturer already replaced the ancient Haber-Bosch process with 

green hydrogen. Reconsideration of pricing, customer relations and portfolios will only help short-term and mid-term. 

The question is what will happen to gas-intensive companies in the long-term. Ultimately, companies will realise that 

competition in the industry will be determined by the technology base they run their business on. Companies are 

engaging actively in technology scouting and IP acquisition, as well as running feasibility studies for capital investments 

in greening or replacing manufacturing processes. A vast run towards sustainability in the gas-intensive industry is 

therefore expected. The European chemical industry, for instance, is on the verge of unstoppable and enormous 

change right now, with sustainability technologies as its driving force. 

 

Urgent need for corporate responsiveness 

Over the last 5 years several unexpected events had significant impact on the chemicals industry, besides COVID-19 and high 

inflation. A recent example is when container ship ‘Ever Given’ blocked the Suez Canal, which had a major impact on just-in-time 

supply chains. We may not be able to predict the next high-impact events, but we can influence how we minimize impact or 

even gain an advantage during such events. Corporate resilience is key to thrive in an increasingly uncertain business climate.  

 

This requires companies to make a proper judgement on timing of any possible impact, based on scenario analysis. Many board 

rooms are realizing that their responsiveness is running behind the actualities and see new impacts taking place while the old is 

barely discussed. Board rooms need to create these scenario-based impact analyses at their earliest convenience to start getting 

ahead of the developments. Performing stress tests with the executive team on your scenarios will not only bring to the surface 

what you need when the pressure is on, it also allows you to strategize how to win from less prepared industry players. 

 

Reinforced company functions 

In practice, we often see a gap between how operations are run, and the course that board rooms are steering towards. 

Frontline, business (operations) management and technology & asset planning disciplines could strongly benefit from extra 

involvement of the board, as well as reinforcement to execute immediate and mid-term initiatives to mitigate the impact of the 

energy crisis and its consequences. 
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The following illustration provides an overview of the big shifts that impact entire business systems. 

 

 
 

 

Recommended approach in logical steps  

The approach to anticipate the impact of crises and face them head-on, should consist of three phases, resulting in a redesign 

towards a more sustainable way of working.  

 

1. 360-degrees scenario-based impact analysis. Delivering full insight on liquidity, capital & asset allocation, demand 

& supply balancing, pricing value recovery, operational & strategic market impact for product-market-technology 

combinations and integrated business planning capabilities. This scenario-based analysis delivers a clear view on the 

right prioritisation of actions and initiatives, estimated speed of impact, need for key appointments of leaders of 

change and the need for re-directing innovation and engineering capabilities. 

2. Short-term financial security. A set of initiatives focused on securing the short-term endurance of operating 

companies by focusing on operating working capital, frontline profitability (tactical pricing), portfolio rationalisation 

(fix or retire), strategic demand & supply planning and multipurpose production re-allocation planning. This phase 

also includes financial measures such as short-term (re)funding, and intercompany pricing optimisation. 

3. Mid-term asset-, capital- & technology planning. As mentioned, the long-run improvement will be based on the 

technology and asset base decisions. This requires feasibility studies with clear market impact analyses, as well as 

knowledge on development of emerging technologies. Especially renewable energies such as hydrogen and 

ammonia as potential new energy transportation systems and all European and national financial stimulation 

packages should be explored and exploited.  

 

Overviewing the entire landscape of challenges, changes and uncertainties, it can be seen as a great redesign of companies’ 

operating models. Almost inevitably, the turmoil we are currently in, the scarcity of resources and goods, and the resulting 

search for new energy sources will move us towards a more sustainable way of working. And with good insights in the likely 

scenarios for your company, solid financial and asset planning and timely technological innovation, it is possible to not just 

survive but thrive in the current situation. So, to end with another well-known, but apt phrase: never waste a good crisis! 

 

To wrap it up with another well-known, but apt phrase: never waste a good crisis! Having good insights in the likely scenarios for 

your company, solid financial and asset planning and timely technological innovation, will allow you to not just survive, but 

thrive in the current situation. So, the burning question is: do you have the right capabilities in place to navigate the (energy) 

crisis? 
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