K perplexity

What prevents major coal mining companies from
entering the activated carbon business and
competing with emerging players such as Arq?

Major coal mining companies are generally prevented from entering the activated carbon
business and effectively competing with emerging players such as Arq due to several key
barriers:

Different Core Competencies and Industry Requirements

e Activated carbon production, especially high-performance granular activated carbon (GAC)
like that produced by Arq, requires advanced chemical activation processes, proprietary
technologies, and a strong R&D pipeline focused on adsorption, purification, and
sustainability. This contrasts with raw coal mining operations, which primarily focus on
extraction and bulk commodity sales. The technical expertise and process know-how for
activated carbon are quite distinct from coal mining operations. [l [2]

Investment and Operational Complexity

e The activated carbon industry demands specialized manufacturing facilities, chemical
processing expertise (steam or chemical activation methods), and quality control systems to
produce consistent and tailored product grades for applications such as flue-gas
purification and water treatment. Coal miners may lack the industrial infrastructure and
technical capital to efficiently enter and scale in this space. Emerging players leverage
innovation in activation processes and product customization that established coal miners
do not typically possess.2l [l

Market and Regulatory Dynamics

e Coal mining companies are dealing with tightening environmental regulations, capital
constraints, and climate transition risks that limit new investments in coal-related sectors.
They face reputational and financial pressures from the global shift toward decarbonization,
which constrains flexibility to diversify into related but technically distinct areas like
activated carbon manufacturing. 3l 4]



Supply Chain and Cost Structure Challenges

While coal is the basic raw material for coal-based activated carbon, producing high-value
activated carbon requires integrating downstream chemical activation, energy-intensive
processing, and logistics for high purity and performance standards. Price volatility in coal
feedstock and energy costs also affect margins, posing challenges for coal miners used to
bulk raw material sales as opposed to high-margin specialty product markets. 21 11

Competitive Landscape and Established Players

The coal-based activated carbon market is dominated by specialized chemical and material
companies like Cabot Corporation, Kuraray, Calgon Carbon, and Arq, which hold strong
intellectual property, long-term customer relationships, and scale advantages in purifying
industrial and utility emissions. New entrants from coal mining would face stiff competition
and need to invest heavily in innovation and marketing to capture share.[61[2]

In summary, coal mining companies face technological, operational, regulatory, and competitive
barriers that prevent them from smoothly entering and competing in the activated carbon
business against specialized and innovative players like Arq. The industry requires distinct
expertise, investment in chemical processing, and navigation of environmental market trends
beyond the coal extraction business. 1l 131 [2]
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