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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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