
A
ny feeling of optimism

that was present among Eu-
ropean chemical producers at
the beginning of 2001 had
dissipated by the third quar-

ter. The attacks on Sept. 11 only served to
reinforce the slowdown that built up in the
third quarter and intensified going into the
fourth quarter.

The official assessment of economists at
the European Chemical Industry Council
(CEFIC) is simple: “The European Union
[EU] chemical industry is going through
tough times.”

Relief comes in CEFIC’s latest forecast,
which points to a recovery in 2002 for the
Western European chemical industry,
which is nearing $450 billion in annual sales.

The overall production growth of the
chemical industry in the European Union
will slow from 4.6% in 2000 to 1.1% this
year. Next year, however, EU chemical in-
dustry output growth is expected to re-
cover, reaching 1.8%.

That forecast was given at CEFIC’s an-
nual Trade & Economic Conference in
Brussels late last month. The general health
of the European chemical industry, in fact,
reflects the macroeconomic situation in
Europe, which has been affected by the
slowdown in world economic activity, es-
pecially by the recession in both the U.S.
and Japan.

The slowdown has impacted the EU
chemical industry in terms of both exports
and home demand within the region. Ad-
mittedly, exports continue to grow faster
than home demand, according to CEFIC,
but export growth has slowed to 4.3%
overall—half the rate of 2000.

Industrial segments have been more se-
riously affected than consu-mer-related mar-
kets and pharmaceuticals, which have con-
tinued to spearhead growth.

In fact, the EU’s growth in chemicals
this year is due almost completely to its

sizable pharmaceutical operations, a state
that is forecast to continue into 2002. If,
as projected, total chemical industry pro-
duction in 2001 is up 1.1% over 2000, that
performance includes growth in pharma-
ceuticals. Next year, total chemical pro-
duction in the EU would be up only 0.8%
without pharmaceuticals, CEFIC predicts,
rather than 1.8% with that sector.

“Excluding pharmaceuticals, chemical
growth is actually expected to be -1.1% in
2001, which demonstrates the difficult
times for our industry,” said François Cor-
nélis, chief executive officer of Atofina
and chairman of CEFIC’s International
Trade & Competitiveness Program Coun-
cil, speaking at the conference.

In the latest outlook forecasts, he not-
ed that the longer term prospects for the
industry remain positive.

“Over time, the new World Trade Orga-
nization [WTO] trade round, the eastward
enlargement of the EU, the introduction
of the euro, and the continued liberalization
of the EU gas and electricity markets should
provide a solid basis to our industry,” Cor-
nélis said. Those developments, he added,
will enable the industry “to continue play-
ing a leading role in the world as a provider
of key technology products.”

According to CEFIC economists, pros-
pects for an early recovery were undermined
by the events in the U.S. of Sept. 11, which
badly affected worldwide business and con-
sumer confidence. Positive responses by
world monetary authorities and the fall in
oil prices, however, will help to limit the ex-
tent of the downturn and will stimulate im-
provement in the second half of 2002. In
fact, CEFIC predicted, improvement—
when it comes—could be quite rapid.

The U.S. events have had some adverse
effects on the EU economy, according to
CEFIC economists. These effects include
a loss of consumer and business confidence
in the region and a slowdown in con-
sumption. Among the direct responses of
the industry to these effects have been a
slide in fixed investment, layoffs of per-
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sonnel, and a slowdown in production.
The key manufacturing sectors expect-

ed to be strongly affected into next year are
automotive, information technology and
communications, machinery, investment
goods, and consumer goods—all of which
are major end-use markets for the chemi-
cal industry. Consequently, most of the seg-
ments in the European chemical industry
have been affected by the U.S. events. On-
ly pharmaceuticals as a sector has proven
fairly resilient to the negative external trade
environment. That resilience, in fact, sup-
ported comments by executives at trade as-
sociations in Switzerland that the industry
there—heavily dependent on the pharma-
ceutical sector—has seen very little down-
turn this year. That strength is forecast to
continue next year.

France similarly benefited from growth
in pharmaceuticals; its industry association
executives said that was why the French
chemical industry performance was better,
for example, than Germany’s. Germany, it
was suggested at the conference, was more
exposed to exports, especially exports to
the U.S. French chemical growth is pro-
jected this year to end up at 3%. The coun-
try’s pharmaceutical sector is growing at
9%—without that sector, there would be
no growth in chemicals in France this year.

Finland’s chemical industry was also rel-
atively unscathed, but for another reason.
Ironically, it is benefiting from the contin-
ued strong consumer and industrial growth
in Russia, a historical trading partner.

The acceleration of growth in chemical
industry output in 2002 will be driven by

improved prospects for world trade and
economic activity, CEFIC pointed out.
The association’s economists added that
a positive sign of a moderate recovery is
expected from the first quarter next year.

The industry is expecting that there will
be a marked slowdown in trade growth
when this year’s figures are tallied, and in-
to next year—both following exceptional-
ly strong performances in 2000. Howev-
er, CEFIC economists predicted, the
region’s trade surplus in chemicals will still
increase this year to nearly $55 billion,
growing to nearly $60 billion next year.

EXPORTS AND IMPORTS in 2001 should
show patterns similar to last year. Export
volume this year is expected to be up 4.3%,
as it was in 2000 over 1999. However, the
rate of growth for imports is expected to
cool slightly from the previous year: up
3.6% over 2000, compared with 4.7% in
2000 over 1999.

Growth in the segments of inorganic
basic chemicals, petrochemicals and de-
rivatives, plastics and polymer-related
products, and specialties and performance
products—which together account for
57% of the EU industry—is expected to
be level next year, CEFIC predicted. That
follows a mixed picture this year: Inor-
ganics and specialties are holding their
own, but petrochemicals and polymers are
declining, CEFIC says.

On the other hand, pharmaceuticals—
which account for just over 25% of the re-
gion’s chemical industry—are expected to
continue a strong growth trend. And the

areas of agrochemicals and soaps and de-
tergents will grow next year, although not
as strongly as pharmaceuticals.

The summing up, according to the fore-
cast report prepared by Ralf Gronych, a
senior economist with BASF and the chair-
man of CEFIC’s Economic Outlook Com-
mittee, is that “uncertainty has increased
dramatically, with an outlook dependent
also on geopolitics.”

In preparing the report, his committee
worked seriously with two scenarios: a
baseline scenario, to which the commit-
tee assigned an 80% probability, and a pes-
simistic scenario, of 20% probability.

The baseline scenario, he said, assumes
that the war in Afghanistan will be limit-
ed and temporary, with business confi-
dence returning early in 2002. Also, the
stabilizing forces of a rapid monetary and
fiscal easing will work, and there will be
only a mild recession in the U.S. The pes-
simistic scenario, in contrast, assumes an
escalation of the worldwide malaise.

Before Sept. 11, there was an even chance
that the world would avoid recession,
pointed out Malcolm Mitchell, BPChem-
icals chief economist and a member of the
CEFIC committee. “There is no chance
of that now—there are 15 countries around
the world already in recessions.”

A clear slowdown in the U.S. began in
third-quarter 2000, Mitchell noted, “trig-
gered by exceptional energy prices and
cracker shutdowns.” But CEFIC’s eco-
nomics committee predicted that the U.S.
economy will hit bottom this quarter and
begin recovering—a mild upswing next
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“Excluding pharmaceuticals, chemical growth is actually
expected to be -1.1% in 2001, which demonstrates the
difficult times for our industry.”



year, with improved domestic business and
more realistic energy prices. 

In contrast, Mitchell said that “the EU
is running in parallel with the other major
economies, but with a smoother and less-
er decline. There has been a soft slowdown
in Europe.” According to CEFIC’s baseline
forecast, fourth-quarter 2001 and first-
quarter 2002 will see a drop in chemical
production when compared with year-ear-
lier quarters. Production, however, will pick
up in the second quarter, and growth next
year will reach 1.8%.

Germany, the largest individual coun-
try block in the region, has been particu-
larly hard hit throughout 2001 because of
the slowdown in the U.S.; the country’s
chemical industry had sizable ex-
ports to the U.S. and significant
manufacturing operations there.

As the economic team at the
German Chemical Industry Asso-
ciation described 2001 in its recent
report, economic weakness contin-
ued into the third quarter. Chemi-
cal industry production was down
1.3% for the first nine months of the
year, skewed by a decline of 2.7%
that occurred in the third quarter.

And industry sales were shaped
by a 4.1% drop in the third quarter,
with a drop of a similar amount oc-
curring in both domestic and exter-
nal sales. Overall, for the first three
quarters, the German chemical in-
dustry’s sales were up 1.2% over the
similar period in 2000.

EMPLOYMENT also has taken a hit
in the European chemical industry,
most startlingly in Germany. Ger-
man chemical employment fell by
0.7% over the first three months of
the year, paced by a 1.2% drop in the
third quarter. And that decline is ex-
pected to continue as companies’
recently announced job cuts go in-
to effect over the next year.

Chemical industry executives
throughout the region, in fact, have
been notably reluctant to make any
predictions about upturns in the
economy and industry performance.
Most would echo a statement by ex-
ecutives at Ciba Specialty Chemicals
that “current business conditions make it
very difficult to provide reliable forecasts
for even the next few months.”

One of the few exceptions is Jürgen F.
Strube, chairman of BASF. In a recent in-
terview, Strube said he expects an economic
upturn in the second half of 2002. Interest
rate cuts and tax cuts will take half a year to

make a noticeable impact, he said. If there
is a rise in orders for basic chemicals and
plastics, the chemical industry may begin
to see a recovery in the middle of next year.

Although the current quarter coming to
an end will be weak, he added—reflecting
a drop in the company’s business in the U.S.
in the wake of the Sept. 11 terrorist attacks—
2001 will still remain profitable. That is so,
he said, even though the company expects
to post a loss in the fourth quarter because
of provisions for vitamin-cartel fines levied
by the European Commission.

According to the most recent world-
wide economic survey prepared by the
Organization for Economic Cooperation
& Development (OECD), by the end of

the summer, “some signs were beginning
to emerge that the slump in the U.S.
might be easing and that a return to mod-
erate growth might be expected in early
2002, thanks in part to the resilience of
household spending. The terrorist at-
tacks of Sept. 11 and the associated dis-
turbances have, however, inflicted a se-

vere shock on the world economy.”
In Europe, gross domestic product

(GDP) growth has weakened considerably
during 2001, the OECD report notes. Ex-
port growth had contracted markedly and
business investment stopped increasing, re-
flecting the sluggishness of trade, led by re-
duced demand for capital goods. “The Sept.
11 attacks aggravated this deterioration by
eroding confidence,” the report noted.

One of the few parts of Europe still
showing stronger than average growth has
been, ironically, the former Communist
bloc, according to the Geneva-based Unit-
ed Nations Economic Commission for Eu-
rope (UNECE), in its “Economic Survey
of Europe” published in mid-November.

However, how long this can con-
tinue is unclear.

UNECE’s Economic Analysis
Division noted that in the course
of 2001, the economies of this
region—in transition from a com-
munist economic system to capi-
talism—“generally showed some re-
silience in the face of a deteriorating
international environment.”

Because of “the lags in transmis-
sion of trade effects, the immediate
impact of the global slowdown on
Eastern Europe and the Common-
wealth of Independent States
(C.I.S.) has so far been much less
pronounced than on Western Eu-
rope. During the first half of the
year, output remained relatively ro-
bust in many transition economies,
and growth even accelerated in
some countries, especially the
C.I.S.,” the report noted.

However, the report went on to
add, “all the transition economies
are highly dependent on their in-
ternational markets, and the sharp
deterioration in world market con-
ditions will, sooner or later, start to
take its toll.”

In fact, all the indications are that
by midyear, economic activity was
rapidly weakening in most transi-
tion economies, with the possible
exception of a few C.I.S. countries,
according to UNECE’s economists.

There are worries, for example,
about the Russian economy, which

has been the main support of the contin-
uing recovery in the C.I.S. “The main
source of growth in Russia is the continu-
ing strong recovery in Russian final do-
mestic demand, driven largely by the wind-
fall revenue gains due to the relatively high
world oil prices in 2000 and part of 2001,”
the report noted. “If world oil prices were
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to follow the downward trend in the glob-
al economy, a key stimulus to growth in
Russia could soon peter out.”

The immediate risks from the weaken-
ing in the global economy are especially
pronounced for the countries of Eastern
Europe and the Baltic area, UNECE pre-
dicts. “While the Central European and
the Baltic economies have made substan-
tial progress toward establishing function-
ing market economies and strengthening
their institutions, they are extremely de-
pendent on trade with Western Europe.”
And most of the Southeast European tran-
sition economies, still suffering from chron-
ic weaknesses, are dependent on West Eu-
ropean markets.

“Thus, if the West European downturn
intensifies,” the report continues, “the ad-
verse consequences could be considerable.
The manufacturing sector of these transi-
tion economies, which relies heavily on ex-
ports, is most exposed to such risks and
would be the first to be affected.”

A GENERAL slowdown of output growth
thus seems most likely in the short run,
predicts the UNECE report, with large
differences in the performance of individ-
ual transition economies.

One of the few hopes for the region
comes in the C.I.S., which the UNECE re-
port points out “is less exposed to the im-
mediate impact of the current global eco-
nomic downturn. Intra-C.I.S. trade still
accounts for a significant share of the total
trade of most of these countries, providing
some insulation from weakening demand
in the rest of the world. Hence the contin-
uing strong recovery in Russia and in some
of the other large economies in the com-
monwealth, such as the Ukraine and
Kazakhstan, provides a source of growth
for the rest of the C.I.S.”

In fact, concludes the European Bank
for Reconstruction & Development,
which funds projects to assist countries in

making the transition to capitalism, “the
region as a whole is still expected to record
its third successive year of positive growth
in 2001 at 4.4%.”

Moreover, its recently published
“Transition Report 2001” notes that
“this year will be the first in which South-
east Europe and C.I.S. growth is ex-
pected to exceed that of Central Europe
and the Baltics.” However, the report
confirms, the outlook for 2002 in all the
regions is more uncertain. ■
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Economy
‘Transition’ countries battle to
maintain growth in GDP ...

1999 2000 2001a 2002a

Bulgaria 2.4% 5.8% 4.0% 3.5%
Czech –0.8 3.1 3.5 3.0
Republic
Estonia –0.7 6.9 4.5 4.0
Hungary 4.2 5.2 4.5 4.0
Latvia 1.1 6.6 6.5 5.0
Lithuania –3.9 3.9 4.0 3.2
Poland 4.1 4.0 2.0 2.0
Romania –3.2 1.6 4.0 3.5
Russia 5.4 8.3 5.5 4.0
Slovakia 1.9 2.2 3.0 3.0
Slovenia 5.2 4.6 2.2 2.6

... helping to limit slowdown in in-
dustrial output

1999 2000 2001a 2002a

Bulgaria –9.3% 5.8% 1.7% 1.0%
Czech –3.1 5.4 7.0 5.5
Republic
Estonia –3.4 12.8 5.0 4.5
Hungary 10.4 18.3 7.2 6.0
Latvia –5.4 3.2 7.5 6.0
Lithuania –11.2 7.0 15.0 12.5 
Poland 3.6 6.8 1.5 1.2
Romania  –7.9 8.2 10.0 8.5
Russia  11.0 11.9 5.4 5.0
Slovakia –3.1 9.0 6.0 5.3
Slovenia –0.5 6.2 3.2 2.8

a Forecasts. SOURCES: European Bank for Recon-
struction & Development, United Nations Econom-
ic Commission for Europe, C&EN estimates

Millions

a C&EN estimate.
SOURCE: European Chemical Industry Council
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