
Monaco  27 September - 1 October 2003

The EPCA’s 37th Annual Meeting was held in Monte Carlo
on 27 September - 1 October 2003. In his welcome address,
EPCA President Rein Willems of Shell Chemicals pointed
out that the number of paying delegates attending the
meeting was the second highest ever at 1,375. In fact, the
attendance this year was 2.5 per cent ahead of that at the
2002 Annual Meeting, a growth rate exactly the same as
the one achieved by the European chemical industry over
the past year.

Setting up the theme of this year’s meeting - “European
Competitiveness” - Rein Willems said that this industry growth rate was relatively
poor, as was the performance of chemical producers elsewhere in the world. 

At each of the last two EPCA Annual Meetings, Rein Willems had mentioned to his
audience that he was upbeat about the prospects for the year ahead. In the event,
his forecasts turned out to be overly optimistic on both occasions, as the European
chemical industry struggled to make headway against a background of a sluggish
world economy and increasing competition from Asia, the Middle East and the US. 

This year he told delegates, “While I am obliged to look on the bright side once
again as regards prospects for 2004, unfortunately, the signs do not indicate that
it will be “third time lucky”. When it comes to the US chemical industry performance
next year, the signals are mixed but mostly positive. Asian chemical producers, too,
appear to be coming out of the doldrums, led by the dynamic growth of the industry
in China. In contrast, the consensus view is that Europe’s chemical production will
be flat in 2004.”  

Rein Willems concluded his introduction by stating that he hoped to be buoyed by
the 2003 Annual Meeting presentations. If nothing else, the experts lined up to
speak would be able to pinpoint where the weak spots were, thus enabling EPCA
delegates to take away valuable lessons that would be
helpful in efforts to minimise the effects of the
downturn; bolster the competitive strength of the
European industry; and speed its recovery.

Rein Willems handed over proceedings to Michael Buerk,
the BBC TV news anchorman who has now provided
sterling service as moderator at EPCA meetings for the
past 10 years. Rein Willems said that in the chemical
industry Michael is now known as a good friend of EPCA
who moonlights at the BBC.
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The producer view
The first speaker was Iain Conn, Chief Executive of 
BP Petrochemicals, who asked the leading question, “Can
European petrochemicals compete in the global
marketplace?”. Some of his views were in the nature of first
impressions because he had only held his current position
since November 2002, and had come into petrochemicals
from another part of the BP organisation. Nevertheless, Iain
Conn had quickly appreciated the key issues and brought a
fresh view to the table. 

An unmistakable first impression was the extent to which the
chemical industry is one of paradoxes. Prone to gloom and
unloved by the public, the industry has nevertheless brought
immeasurable benefits to the quality of life, is creative and
manned by a highly skilled workforce. Chemical producers
have continued to cut costs but prices are under increasing
pressure due to new levels of competition. “Looking ahead to
where the European chemical industry could be in 2015, the
range of scenarios is wide, from being vibrant and successful
to being in retreat,” said Iain Conn. ”The future is in our
hands to shape.”    

Five key issues
Iain Conn identified the five key issues that the European
chemical industry must deal with. Although there is an
awareness of these issues amongst the key players, the
industry is perhaps guilty of spending too much time
debating them rather than doing something concrete to deal
with them. 

The first of the issues is the growing competition from the
Middle East and Asia. In 1990 Europe was responsible for 29
per cent of global ethylene production, Asia 18 per cent and
the Middle East 5 per cent. By 2007 these figures will be Asia
26 per cent, Europe 21 per cent and the Middle East 13 per
cent. It is an inescapable fact that Europe is a high-cost
manufacturing location. As a result, the European industry
must play to its strengths, said Iain Conn, i.e. its leadership
in marketing, its expertise in speciality chemical production
and the availability of a large market. “European chemical
producers need to study the competition and decide how to
respond as individual companies,” he stated. 

Think rationalisation
The second key issue that needs to be dealt with is the
business models to which the European chemical industry
currently adheres, notably those governing the pricing of
olefins and the number of polymer grades produced in the
region. “Europe’s pricing mechanisms are perverse,” pointed
out Iain Conn. “The price of ethylene is fixed on a quarterly
basis, whereas naphtha prices vary day by day. In contrast,
the polymer producers, to whom ethylene is sold, base their
sales on a monthly pricing structure. As a first step in the
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rationalisation process, ethylene prices should be fixed on a
monthly basis. Similarly, the large number of polymer grades
produced in Europe, and their supply chains, should be
rationalised. New skills need to be deployed and the use of
mechanisms such as futures and options considered.”

The high degree of fragmentation in chemical production
worldwide, including Europe, was the third issue confronting
industry, and another where rationalisation will provide the
solution. In contrast to the automotive sector, where the top
five manufacturers are responsible for 66 per cent of car
sales, in the chemical sector the top five companies account
for only 25 per cent of total production. Although the answer
is to seek economies of scale in production through
consolidation, not all past mergers and acquisitions have
brought instant success. Industry needs to be bold in making
such decisions, said Iain Conn, but at the same time it needs
to avoid the mistakes of the past.

The business climate
The first three issues are ones where the chemical industry
itself can take positive action to bring about change.
However, the fourth issue - that of European competitiveness
- is one very much in the hands of legislators, regulators and
governments. They have a role to play in creating an
environment in which business can thrive, and need to work
with industry to establish a framework that will optimise
benefits for the public. 

In practice, it is unlikely that the noble aims of the 2000 
Lisbon Summit - to make Europe the world’s most competitive
and dynamic knowledge-based economy by 2010 - will be
realised. Despite the good progress made with the European
Union to date, Europe is still hindered by fragmented capital
markets, cross-border trade barriers, high transaction costs,
inflexible labour markets and, in some areas, unnecessary
regulation. 

Iain Conn explained that his company sees great benefit in
the development of a single, integrated capital market and
strongly supports the proposals in the Lamfalussy Report.
Essential elements of such a capital market are access to deep
pools of capital, predictable regulations, freedom of capital
movement and an integrated framework linking the parties
responsible for sound corporate governance.

The question of soundly based regulations arises when
considering the proposed REACH programme in Europe
governing the testing of and reporting on thousands of
chemicals. “As currently drafted, the catch-all nature of the
proposals makes them seem unfocused and overwhelming
rather than targeted and effective,” asserted Iain Conn.
“Safety data sheets already exist for many chemicals or they
are covered by other regulations and testing programmes. Our
industry’s call for science, not politics, to be the basis for this
focus on chemical products needs to be supported.”

3

56030_EPCAbrNIEUWSBRIEF_8  13/11/03  7:35  Page 3



Public perception
The final issue facing the industry identified by Iain Conn is
the low esteem in which the public holds the chemical
industry, despite the fact its products make modern lifestyles
possible. In this respect the industry has a good story to tell
but has been inept in getting its message out to a wider
audience. The chemical industry needs to hone its
communications skills and, in the respect, industry
associations have a key role to play. Amongst other
initiatives, public support for a rational system of regulations
needs to be enlisted. 

In summing up his presentation, Iain Conn returned to the
adage “the future is in our hands”. Although the chemical
industry in Europe faces stiff challenges, there are radical
solutions waiting to be explored. “Borrowing from Darwin, I
believe that it will be the most adaptable who will survive,”
concluded Iain Conn. “We have the talent to succeed.”

World context
The next speaker, Professor Karel Van Miert, considered
“Europe’s Competitiveness in the Global Economy”. As Europe’s
former Competition Commissioner, Karel Van Miert is well-
qualified to comment upon the performance of Europe in 
a global context and the role of the Single European 
Market (SEM) and other recently introduced pan-European
institutions in helping Europe achieve its current position.

In general terms, while the creation of the Euro and the 
European Monetary Union and the modernisation of economic
structures under the SEM represent stunning achievements,
much, much more needs to be done. European labour markets
are too rigid, the population is ageing rapidly and Europe’s
competitiveness is suffering, not least due to its relatively
poor productivity compared to the US. 

More worrying still, European market integration has stalled.
The liberalisation process has slowed, as evidenced by the
energy and railway sectors where progress is desultory. R&D
is afforded a low priority in Europe compared to other parts
of the world and a lack of entrepreneurial spirit pervades.
Decision-making is still a process which is too cumbersome.
Furthermore, the lack of a community patent, a takeover
directive and an attractive company statute continues to hold
back progress in this respect. The slow pace at which
financial markets are being integrated hardly helps matters.
In addition, there is under-investment in many key areas, not
least the transport infrastructure.

Reasons to be cheerful
All is not doom and despondency, however, declared Professor
Van Miert. Awareness of the lacklustre performance of
Europe’s economy and the region’s structural deficiencies is
growing. In response, reformed policies are finally being
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introduced at a national level and an effective competition
policy is being developed, as the realisation grows that,
without it, nothing will fly. A new R&D framework initiative
has been launched and an Eastern Europe action plan is being
drawn up.

The imminent enlargement of the EU from 15 to 25 countries
poses great challenges but also holds potential for region-
wide progress. If some of the new countries can achieve 
only a measure of the success recorded by Ireland and Spain
after joining the EU, for example, there could be a number 
of new economic powerhouses in the offing. Commonsense
will have to prevail, however, because, institutionally, the EU is
ill-prepared for enlargement. “The unanimity rule, for
example, is from another era. It could render the enlarged
Union unworkable if every member state exercised its right of
veto solely on the basis of national interests,” commented
Karel Van Miert. “It is important that the EU makes the right
decisions at the right time when it comes to implementing
new policies or amending existing requirements. As part of
this effort, it is important for national governments to tackle
domestic problems bearing in mind the well-being of the
overall European Union.

“Over the years industry has fallen out of favour in Brussels,”
concluded Karel Van Miert. “It is essential that Europe’s
policy makers reinstate the interests of industry as a top
priority in their future decisions. We are running short of
scientists and engineers and Europe’s future success will
depend upon these people.”

Badly played hand
Ten years ago Europe occupied the best position on the
chessboard of global competition, said the final speaker
Dr Lester Thurow, the Lemelson Professor of Management
and Economics at the Massachusetts Institute of Technology
(MIT). The Single European market had united 1 billion highly
educated people under a common banner, and at the time 
Dr Thurow had predicted a rosy future.

In stark contrast to this forecast, in 2003 Europe has the
lowest growth of the world’s key economic regions and is back
to where it was in the 1960s. What went wrong? Lester Thurow
said that it started in Germany when East Germany was
integrated into the federal republic. Providing the holder of
each East German ostmark with one deutschmark in
replacement was a very magnanimous but extremely costly
gesture. Overnight, it deprived a region that needed to be
rebuilt of a low-cost labour force. Eastern Germany became a
very expensive place to do business and was plagued by low
productivity.

However, the real culprit in Europe’s disastrous performance
over the past decade, said Lester Thurow, has been the European
Central Bank (ECB). Unlike the Federal Reserve in the US,
the ECB has consistently misread the markets. As a result, it
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