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OVERVIEW

The recovery in the EU economy continued in the second half of 1994. The Commission's
autumn 1994 forecasts looked for EU GDP growth of 2% in 1994, with the prospect of 3%
growth in 1995. One of the motors of the first stage of the recovery has been the rapid growth
in exports. The expansion of investment is expected to underpin the next stages of recovery.
In the second half of 1994, growth in industrial production was led by the capital &
intermediate goods industries, stimulated by an increasing rate of capacity utilisation in
industry. Growth in the consumer goods industry remained somewhat weaker.

Consumer price inflation in the EU continued to decline. By October 1994, year on year
inflation had declined to 3%, the lowest rate for seven and a half years. No doubt, one of the
factors behind this has been the modest rate of inflation in EU producer prices, which grew by
1.7% in the year to September 1994,

In this issue, there are special articles on
- the chemicals and man-made fibres industry
- the rubber and plastics industries.

The EU chemicals industry has overtaken the American one in terms of vaiue of production in
recent years, and is roughly double the size of the Japanese industry. It is one of the EU's
major exporters, with exports of 59.2 billion ECU and a trade surplus of 23.0 billion ECU in
1993. Output is estimated to have grown by over 6% in 1994 in value terms, partly reflecting
higher prices for basic chemicals. Exports also grew rapidly in 1994. Pharmacsuticals, and
soaps and detergents were the fastest growing sectors in the five years to 1994,

Plastics now account for nearly 80% of the value of production of the rubber and plastics
industry. Demand for plastics comes from packaging, building materials, electrical goods,
automotive components and fumiture markets, and remained quite resilient during the
recession. The two major uses of rubber are in tyre production and industrial rubber products.
Higher car sales in 1994 led to a modest recovery in rubber industry production though it was
still below its 1992 level in value terms.

Ph. Nanopoulos,
Director,

Business and energy statistics, R & D, and statistical methods directorate




1. MACROECONOMIC OVERVIEW

- Strong recovery in the world economy continues

- EU annual production growth 6.1% in September 1994

- American economy continued to grow rapidly in 1994

- US interest rates rose officlally for the sixth time in mid-November 1994

- Japanese trade surplus declined for the third consecutive month in October 1994
- EU exports to Japan expanded by 33.6% in the year to October 1964

- EU inflation at seven and a half year low, 3.0% In November 1904









The Commission services forecasts
for the European economy (autumn
1994) showed output growth in 1994
equal to 2'/2%. This growth was ex-
pected to accelerate to 3% during
1995. German GDP In the third quar-
ter of 1994 rose by an estimated one
per cent, leading to an aggregate fig-
ure for the first three quarters of 1994
of 2'/4% growth. The forecasts of the
"Five Wise Men", an independent
group of economists, in mid-Novem-
berwere in line with those of the Com-
mission in predicting that the German
economy would grow by some three
per cent in 1995. They forecast that
growth wouid be much higher In
former East Germany, as recovery
from the low-point of 1992 continued
apace. They also stated that the Ger-
man recovery would be based on ex-
portded growth (where annual gains
of 5.5% were expected).

in Europe, the recovery seemed to be
bringing positive news to nearly all
aspects of the economy. The Com-
mission services foresaw a slight re-
duction in the infiation rate.
Furthermore, budget deficits were
forecast to fall, whilst the strong ex-
port performance of the EU was ex-
pected to be consolidated in 1995.
With export growth slowing to some
degree, the expectation of economic
growth was based more on a re-

newed period of rapid expansion in
investment, which started-in 1994.

Industrial production continued to
grow apace in the majority of the EU
countries. In most cases growth was
led by the capital and intermediate
goods industries. Indeed, the latest
data available showed that the capital
goods sector was growing at a fast

MAIN INDICATORS

EUR 12 USA JAPAN
Industrial production $3.00 -2.0 4.5 4.4
Annual growth rate (%) $3.10 2.8 4.1 -56
83.11 0.2 4.0 29
83.12 1.4 4.1 4.2
94.01 0.8 4.9 24
94.02 20 4.7 3.8
94.03 20 5.3 -1.9
94.04 4.8 5.3 -2.0
94.05 4.5 6.1 -1.5
94.08 55 6.4 0.8
94.07 8.0 59 N/A
94.08 8.5 8.6 N/A
Consumer prices 83.12 3.4 28 1.0
Annual growth rate (%) 94.01 34 25 1.2
94.02 33 25 1.1
94.03 3.2 25 13
94.04 3.2 2.4 09
94.05 3.2 23 09
94.08 3.2 25 06
94.07 3.1 28 0.2
94.08 3.1 29 0.0
94.09 3.0 3.0 0.2
94.10 3.0 26 0.7
94.11 3.0 27 0.8
Trade balance $3.08 1194 -11544 8371
(mio ECU) 93.07 2081 -12674 10396
83.08 -383 -11968 6814
83.09 -899 -12556 10841
83.10 2959 -12277 9393
83.11 1537 -12100 6571
93.12 7033 5062 11470
94.01 4553 -8404 5448
94.02 089 -10541 9762
94.03 -1368 -9488 12230
94.04 73 -10478 9789
94.05 982 -10930 5633

Source: Eurostat

rate (up by 1.7% in the third quarter of
1964 compared to the second quar-
ter). Growth in consumer goods (both
durable and non-durable) remained
somewhat weaker. The pace of
growth In Industrial production far
exceeded that seen during the re-
covery from the recession in the early

eighties. Nevertheless, the rate of re-
covery was uneven both across
countries and across industries.
Whilst growth was particularly strong
in lreland, Denmark and the United
Kingdom, it was somewhat weak in
Portugal and Greeces.



However, the Commission services
forecast that there will be a tendency
towards a convergence in growth,
such that rates will range between
2%/4% and 3'/4% in 1995 for virtually
all the Member States.

Further demand was triggered from
re-stocking. Growth Iin private con-
sumption was less spectacular.
Nevertheless, as consumer confi-
dence gradually improves the
savings ratio is expected to fall at a
moderate pace, with private con-
sumption forecast to rise by 2.0% in
1995. In contrast, there Is little pro-

spect of growth in public consump-
tion throughout the Community.

Conditions in labour markets have im-
proved after unemployment having
reached 11% in the spring of 1994.
Forecasts for 1995 anticipated a mod-
erate decline to some 10.4%. Den-
mark, lreland and the United
Kingdom are the only countrles
where a considerable reduction in un-
employment is expected. This trend
was already evident in data for the
United Kingdom where the unem-
ployment rate fell to 8.7% in October
1994, the largest decline since Oc-
tober 1988 (however, there were few

signs of expansion in manufacturing
jobs).

With American interest rates rising
(the sixth officlal interest rate rise of
the year took place on the 15th
November 1994 - up three-quarters of
a percentage point), there was pres-
sure on EU rates. The latest rise inthe
USA seemed to be triggered by the
continued strong growth in the USA
economy, such as retall sales growth
of 7.5% (year-on-year) in October
1994 - and a 6.7% rise in industrial
production (again an annualised rate
in October 1994).






2. TOTAL INDUSTRY (NACE 1-4)

- Industrial production up by 6.1% in September 1994 (annual growth rate)

- ltalian production expanding rapidly in the summer of 1994

- Producer price increases of 1.3% in June 1994 (annual growth rate)

- Rapid growth in utilization in the investment goods sector (fourth quarter of 1994)

- UK consumer goods capacity utilization rose by 5.5 percentage points in the fourth quarter of 1994

- Strong export growth in the major European economies
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Total industry (Nace 1-4)

Index of production
1990 = 100 EUR12 B DK D GR E F IRL | L NL P UK
Total 1993 948 930 1005 890 948 918 951 1191 957 966 1019 952 98.1
Industry ® 1005 955 1112 934 981 1000 1021 1347 1051 1037 1053 973 1039
Growth rate (%) 1993 1.0 0.9 1.0 0.9 1.0 1.0 1.0 1.1 1.0 1.0 1.0 1.0 1.0
® 1.6 32 01 1.2 20 24 1.6 36 43 0.5 0.8 29 0.6
Intermediate 1993 962 924 987 908 913 923 985 1259 970 929 103.1 938 1007
Goods ® 1033 949 1102 963 953 1015 1046 1486 1059 1016 1070 995 1082
Growth rate (%) 1993 1.0 0.9 1.0 0.9 1.0 1.0 1.0 1.1 1.0 1.0 1.0 0.9 1.0
® 2.3 5.0 0.6 1.5 1.7 29 2.1 6.6 a9 1.8 0.5 38 0.4
Capital 1993 878 925 966 840 1028 793 856 1179 879 9689 978 842 930
Goods ® 921 945 1065 873 951 886 883 1389 954 101.7 1005 844 972
Growth rate (%) 1993 0.9 1.0 0.9 0.9 0.9 0.9 0.9 1.1 1.0 1.0 1.0 0.9 1.0
® 1.5 28 06 1.2 2.7 26 0.8 5.7 3s 023 0.9 27 1.0
Consumer 1993 874 977 979 827 826 886 907 NA 849 NA NA NA 959
Durables: ® 949 084 1077 875 965 971 1030 NA 96.1 N/A N/A NA 1038
Growth rate (%) 1993 0.9 1.0 1.0 0.9 1.0 1.0 09 NA 09 NA NA NA 1.0
® 1.3 06 10 01 153 -18 47 NA 5.1 N/A N/A N/A 05
Consumer 1993 980 990 1073 932 1005 950 960 1154 1018 NA 1021 925 976
Non-durables: ® 1012 989 1150 938 1019 992 972 1223 1107 NA 1030 933 989
Growth rate (%) 1963 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 NA 1.0 0.9 1.0
® 1.3 1.2 07 05 0.1 0.4 1.0 1.0 36 NA 0.1 0.0 0.9
Source: Eurostat
Data to September 1994 showed that  quarter of 1984), the growth rate was  bles (+ 1.3%) - over the same time

EU industrial production continued its
growth observed over the previous
eight months. The index recorded
growth of 6.1% during the third quar-
ter (annual growth rate compared
with data from the third quarter of
19393). When looking at the latest data
avallable a more rellable source for
viewing the trends in industrial pro-
duction Is the three month moving
average. For the three months to Sep-
tember 1904, compared to the pre-
vious three months (the second

1.6% (figures being seasonally ad-
Justed).

At a more disaggregated level there
was growth in the capital goods sec-
tor, where a 1.5% increase in the pro-
duction Index (third quarter
compared to the second quarter -
seasonally adjusted data) was re-
corded. Other goods sectors results
were as follows: intermediate goods
(+2.3%), consumer durables
(+1.3%) and consumer non-dura-

period.

At a country level the Member States
reported quite large differences -
ranging from 4.3% growth in Italy to
-0.1% in Denmark (growth rate of the
last three months data compared with
the previous three months - sea-
sonafly adjusted data).

Latest data showed that German in-

dustrial output galned momentum
during September 1994 (after slow

13



growth in August) - increasing by
1.2% in the third quarter compared to
the second quarter. Likewise, in Spain

there was a strong upswing in the
latest data avallable - September

1994 saw growth of 2.4% compared
to data from the second quarter.

14

International comparison showed
that growth had resumed in the Ja-
panese economy, with the produc-
tion index riging by 1.5% in the third
quarter compared to the second
quarter - seasonally adjusted data.
Figures for the United States (for the

third quarter) showed that growth
was continuing apace - up by 1.8%
compared to data from the second
quarter of 1994 (though growth was
somewhat weaker in the intermediate

goods sector).















Total industry (Nace 1-4)

Producer price index

1990 = 100 EUR12 B DK D GR E F JIRL | L NL P UK
Total 1953 1052 982 990 1040 146.1 1053 1006 1056 1092 93.7 1002 NA 1101
Industry o 1071 999 997 1047 1577 1101 101.2 1080 1136 948 101.0 NA 1123
Growth rate (%) 1993 1.2 10 11 02 114 24 1.0 23 38 -13 -16 NA 3.3
® 0.5 0.5 0.3 0.2 1.6 0.9 0.2 0.4 0.9 0.1 04 NA 0.6
intermediate 1993 1020 935 979 1011 1438 1009 976 988 1080 883 988 NA 106.2
Goods ® 1038 950 976 1020 1528 1061 987 953 1128 895 994 NA 1080
Growth rate (%) 1993 03 13 03 08 117 18 -1.9 1.8 40 23 22 NA 3.0
® 07 07 0.5 0.3 1.9 1.3 08 0.8 1.2 0.1 06 NA 1.2
Capital 1993 1087 106.1 1051 108.1 1490 1073 998 NA 1084 1054 1038 NA 1100
Goods ® 107.7 107.0 1044 1084 1607 1094 992 NA 1109 1055 1040 NA 1127
Growth rate (%) 1993 1.2 0.7 1.4 1.7 124 1.3 20 NA 30 01 02 NA 26
® 02 01 03 0.0 07 05 0.1 NA 05 06 04 NA 0.4
Consumer 1993 NA NA 1054 NA 1417 NA NA NA 1102 NA 1019 NA NA
Durables ® NA NA 1071 NA 1508 NA NA NA 1134 NA 1017 NA NA
Growth rate (%) 1993 NA  NA 1.2 NA 75 NA NA NA 35 NA 03 NA NA
$ NA  NA 05 NA 06 NA NA NA 04 NA 00 NA NA
Consumer 1993 1080 N/A 971 1080 1490 NA 1003 1050 109.0 104.4 1027 N/A 1166
Non-durables ® 1090 NA 992 10866 1643 NA 1007 1064 1117 1037 1036 NA 1196
Growth rate (%) 1993 1.7 NA 31 04 1.1 NA -7 35 33 -1.2 13 NA 5.0
® 03 NA 0.1 0.t 1.5 NA 0.6 0s 1.0 0.3 04 N/A 0.2

Source: Eurostat

The EU producer prices index
reached 107.1 in September 1994, an
increase of 0.5% compared to data
for August. The annual growth rate
was equal to 1.7%.

Producer price increases- in the EU
remained at modest rates. Indeed, for
Belgium, Denmark and Luxembourg
the producer price index remained
below 1990 levels during the summer
of 1994. Many other Member States
displayed producer prices less than
five per cent above the levels of 1990.

However, in Greece, Spain, ltaly and
the United Kingdom producer prices
had risen by more than ten per cent
(when compared to the data for
1990).

The latest data available showed that
the generally weak growth (and at
times negative rates) in producer
prices seen in 1992 and 1993 was
over. Data for the Member States
showed that only in the Benelux
countries were producer prices still
falling - rates of increase were partic-

ularly strong in Spain and Italy (in
September 1994).

When looking at producer prices in
ECU terms the effects of the shock in
currency markets at the end of 1992
have now phased out of the annuai
growth rates. indeed, since October
1993, the ECU and national currency
data have shown very similar trends.
Nevertheless, in September 1994 the
EU producer price index (in ECU
terms) fell slightly when compared to
the data for August 1994. The annual
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growth rate - compared to data from
September 1993 - was up by 0.7%.
Data for the individual Member States
showed that the decline in the EU
index was in part due to reductions for
Spain and Italy - due to currency
depreciation (in the summer / autumn
of 1994).

20

Given the recent weakness of the dol-
lar, it was not surprising to see USA
producer prices decline by 5.5% In
1993 (in ECU terms). The latest data
for September 1994 showed a 2.8%
reduction compared to data from
September 1993. Due to the appre-
ciation of the Yen, Japanese pro-

ducer prices in ECU terms were al-
most fifty per cent higher than in 1990
- however, in national currency they
were seen to be falling (at an annual
rate of 1.8% In 1993), such that the
index stood at 96.5 in September
1994.





















Total Industry (Nace 1-4)
External trade indicators

1990 = 100 EUR12 B/L DK D GR E F IRL | NL P UK
Exports  Volume 1993 110.1 1197 1157 1030 1362 1309 99.8 146.1 1177 1256 939 1138
@ 127.2 1364 1306 1165 1756 197.4 1152 1722 1349 150.1 1107 1264
Growth rate (%) 1993 84 158 9.1 30 181 177 54 152 182 137 41 213
L 13.7 238 1152 108 133 237 152 328 11.8 267 5.9 8.7
Value 1993 109.0 103.6 103.4 1140 99.4 993 111.8 103.5 1034 1045 1025 109.0
o 109.2 1037 1034 1152 982 950 111.0 1040 1028 1028 997 111.4
Growth rate (%) 1993 4.3 3.1 27 71 1.0 2.3 6.4 8.0 -1.3 20 -2.5 4.5
s 2.7 1.1 0.8 4.2 33 33 19 -15 39 -1.6 -1.1 3.7
imports  Volume 1993 104.0 831 1047 1127 1321 915 919 1278 101.9 1002 106.0 1124
¢ 1075 928 109.4 1194 1554 937 929 1272 1018 1020 1086 1130
Growth rate (%) 1993 39 173 09 -19 80 -207 -123 279 -28 117 61 10
® 79 321 126 63 -12.3 2.8 7.1 6.3 43 205 6.8 38
Value 1993 103.8 106.3 100.2 107.3 1066 1002 1022 1066 954 101.1 93.1 1079
® 104.0 106.1 100.1 107.8 108.0 1000 1020 1155 942 1010 920 1089
Growth rate (%) 1993 49 7.4 07 49 45 6.4 50 6.1 1.8 3.7 08 7.4
b 3.3 3.5 1.8 39 6.1 2.5 28 120 1.3 09 0.4 5.4
Terms of 1993 1050 97.4 103.1 1062 932 99.1 1093 970 1083 1033 110.1 1010
Trade ® 1049 976 103.3 1067 908 949 1088 ©0.0 109.0 1017 1084 1022
Growth rate (%) 1993 06 37 1.9 20 <33 82 1.2 186 831 17 33 -286
s 05 -23 09 02 102 57 08 -120 26 26 06 -15

Source: Eurostat

Data in the table above is given only
for extra-EU trade flows. After having
displayed slow growth during most of
1993, EU trade indicators have shown
a fast expansion in recent months.
The latest data available showed that
export volume growth was equal to
13.7%, whilst import volumes were
growing by nearly eight per cent.
Value growth was far more restrained
(export values up by 2.7%, import
values by 3.3%).

The major EU economies all reported
strong export value growth - Ger-
many (4.2%), Italy (3.9%), the United
Kingdom (3.7%) and France (1.9%).
This was an encouraging sign as re-
gards the emergence of these econo-
mies from the recession. It should
also be stressed that the above data
is only for extra-EU flows. Hence, any

expansion of intra-Community trade
(due to increased demand from the
intenal market) would not be cap-
tured by these statistics. For the re-
maining Member States export value
data was not as encouraging - with
the exception of Greece (+3.3%) -
Spain, Ireland, the Netherlands and
Portugal all reported negative trends
in export values.

Of the four largest EU economies,
only Italy failed to reportimport values
rising at a rapid pace too. A fast ex-
pansion in import values was also
seen in Spain, Ireland and BLEU.

EU terms of trade remain moderately
above 1990 levels (at 104.4). How-
ever, the terms of trade fell by 0.5% in
1993, and continued to fall at this rate
in 1994. The latest data available re-

ported growth in the terms of trade for
only three of the Member States - they
were Germany, Greece and Italy.
There were marked reductions for the
terms of trade in freland and Spain.

Latest information available (from the
National Statistical Offices) showed
that the export-led recovery in Europe
was without doubt continuing. Data
from France for September 1994
showed that there was a current ac-
count surplus of 7.7 billion French
Francs. In the United Kingdom there
was a marked change Iin the trend of
the data, as a trade surplus was re-
ported in the third quarter of 1994 -
this was the first time for any quarter
in the past eight years that there was
a positive figure returned.
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3. CHEMICAL AND MAN MADE FIBRES (NACEZ25 +26)

- EU output expanded to 306 billion ECU in 1994

- Large trade surplus likely in 1994

- Industry characterised by cydlical fluctuations in performance

- Recovery in 1994 due to increased prices and higher demand

- Lowering of EU imports from third countries (especially the USA)

- Restructuring evident in industries where foreign competition was high
- Company profits soar in the second half of 1994

- Movement into prescription and healthcare markets by major chemicals firms
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3.1. SHORT-TERM INDICATORS

Chemical and man-made fibres (Nace 25 +26)
Production, prices and capacity utilization

1990 = 100 EUR 12 B DK D GR E F IRL l L NL P UK
index of 1993 1025 107.8 1093 963 954 982 1100 1566 967 177.6 990 728 1074
Production ® 110.4 1113 1269 1046 973 1139 1174 1944 1025 1804 1054 736 1148
Growth rate (%) 1993 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.1 1.0 1.1 1.0 0.9 1.0
¢ 1.6 48 49 23 16 28 1.4 9.3 24 93 05 -1.3 28
Producer 1993 993 978 1044 955 1496 1009 959 982 1049 992 944 NA 1087
Price index ® 101.1 100.7 1044 956 1655 1061 97.1 1004 1103 1007 987 NA 1120
Growth rate (%) 1933 04 08 03 -23 9.7 186 21 -22 25 08 17 NA 3.9
o 1.0 1.2 01 0.5 1.3 24 09 0.2 1.6 3.8 3.1 N/A 1.5
Capacity 94.) NNA 767 870 NA 768 768 796 792 788 747 833 730 894
Utilization 94.1l NA 773 880 NA 779 764 793 827 672 828 NA 766 88.1
Chemicals o4.11 NA 776 890 NA 775 784 847 694 718 821 NA 748 940
(%) 94.V NJA 811 80 NA 795 742 845 664 670 824 NA 720 978

Source: Eurostat

One may ask whether the increase in
prices seen from the start of 1994 In
the chemicals industry was attribu-
table totemporary constraints on pro-
duction, or whether they reflected
increased demand. Both factors were
undoubtedly important - with some
old plant not being able to respond to
additional demand, whilst safety
problems and industrial accidents ac-
counted for further losses in capacity
over the final months of 1994. For
example, August and September
1994 saw a three million tonnes fall in
naphtha cracking capacity in the USA
and ltaly due to industrial accidents.

The short-term outlook for the EU
chemicals industry remained quite
bright, as newly commissioned plant
in the USA and Asla would not come
on-stream until the end of 1995 or
1996. Furthermore, even when such
extra capacity was available, it may
be that the industrial recovery in the
EU might provide extra demand to
take up the slack thus induced. Latest
data on capacity utllization showed
generally large gains throughout
1994, at levels well above those seen
in 1993. Indeed, in the man-made
fibres industry the rate rose above the
ninety per cent level (estimated) for

the iast three quarters of 1994. In the
chemicals sector, whilst capacity util-
tzation rose to quite high levels in the
majority of the northern Member
States: Italy, Spain, Portugal (and Ire-
land) all reported utilization rates
below the 75% level inthe final quarter
of 1994.

Nevertheless, in the medium-term it
may be expected that higher profits
will lead to greater capital investment
and further capacity in the EU.
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Chemical industry (Nace 25)
External trade indicators

1990 = 100 EUR12 B/L DK D GR E F IRL I NL P UK
Exports Volume 1993 1149 1406 1649 1124 1522 1234 1077 1652 103.6 1143 834 1107
¢ 1275 1651 189.6 1254 143.3 1383 1197 2159 1153 1259 924 1135
Growth rate (%) 1993 88 170 468 80 250 100 s 28 57 129 71 8.0
g 115 194 138 111 267 150 101 324 98 189 -21 2.4
Value 1993 1147 1017 1120 1164 104.1 979 1186 1152 1223 1024 915 120.6
o 117.9 1051 1151 1177 100.8 98.1 1255 1161 1271 1033 88.7 127.0
Growth rate (%) 1993 85 28 09 104 112 19 98 225 9.7 0.1 1.3 100
F 2.3 0.0 3.1 27 -203 -20 44 13 2.0 1.9 07 33
imports Volume 1993 956 952 109.1 987 1102 808 958 1495 952 919 1223 900
¢ 105.7 1187 1165 101.3 107.1 974 1048 1690 107.0 107.7 153.7 98.0
Growth rate (%) 1993 86 -206 115 87 .23 -285 -28 286 32 -180 1.5 35
g 58 153 22 D2 -43 120 1.5 1.1 35 166 134 8.7
Value 1993 1123 1051 108.1 1134 130.1 109.3 1141 1150 1102 1035 98.1 123.2
¢ 119.4 1113 1126 1249 1528 1140 1223 1193 1142 1064 882 1312
Growth rate (%) 1993 7.4 7.4 39 73 187 8.7 90 6.1 3.9 48 10 105
ot 6.6 6.7 27 103 7.7 4.4 9.7 11.0 26 1.4 -4 6.3
Terms of 1993 1021 967 1036 1026 800 89.5 1039 1001 1109 989 832 978
Trade ¢ 987 945 1022 942 659 861 1025 9.1 1112 971 1004 968
Growth rate (%) 1993 09 43 -28 28 683 98 068 153 56 4.4 23 05
s 39 61 01 69 -264 61 49 93 06 0.5 46 -28

Source: Eurostat

The data given in the table above is
for the chemical industry only (unlike
the other tables in this section, which
also include the man-made fibres in-
dustry). Data is given only for the
extra-EU trade flow.

The chemicals industry external trade
data reported strong growth in 1994.
Annual extra-EU export growth
reached eight per cent (in both value
and volume terms) in 1993. The latest
data available showed that there were
very large increases in export
volumes in the following countries:
BLEU, Greece and ireland - ali show-
ing increases of the magnitude of
twenty per cent or more. Export value
growth in the four major European
economies continued to register
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positive growth in 1994 (however, at
rates lower than those seen in 1933).

Import volumes were markedly re-
duced in 1993, falling by more than
eight per cent. They have since re-
covered, showing gains of 5.8%, such
that the latest index was equal to
105.7. Import values were growing at
quite a fast pace - up by 6.6% (follow-
ing annual growth of 7.4% in 1993).
The most significant increases were
recorded in Germany, France and Ire-
land (all showing around ten per cent
growth for the latest data avalilable).
Only in Portugal was the import value
index seen to be falling (down by
4.1% for the latest data available -
after having decreased by one per
cent during 1993).

The terms of trade index for the
chemicals sector reported a reduc-
tion of 3.9%, taking it below 1990
levels. In BLEU, Germany, Spain and
Ireland the terms of trade were falling
at an annual rate of more than five per
cent per annum.

Portugal, the Netherlands and Den-
mark were the only three countries to
be able to report favourable gains in
their terms of trade (for the latest data
available). Only in Ireland and Italy did
the latest data available show the
terms of trade more favourable in the
chemicals industry than for total in-
dustry (99.1 and 111.2 respectively).









turing. Two of Germany's "big three*
chemicals groups (Hoechst and
Bayer) announced a joint-venture in
the autumn of 1994, whereby they
merged their textile dye concerns to-
gether in an attempt to increase prof-
itability and to gain economies of
scale to compete more successfully
against foreign competitors.

Although one may have expected a
widespread restructuring of the EU
chemicals industry during the last re-
cession - very little actually took
place. Despite over-capacity and
somewhat lower prices there were
very few plant closures. Indeed, pro-
ducts such as ethylene, propylene
and styrene all reported their capacity
levels holding up, despite agree-
ments from the major players to re-
duce capacity by some ten per cent.
Howaever, the lack of restructuring did
not prevent the industry from shed-
ding some two hundred thousand
jobs between 1989 and 1994 (in com-
mon with most other manufacturing
sectors).

Looking at more disaggregated data,
sectors that reported strong perform-
ance during the period 1989 to 1994
included pharmaceuticals, soaps and
detergents. The basic chemicals and
petrochemicals industry reported
less spectacular growth to 1993 - al-
though 1994 data showed a resur-
gence in performance. The industry
under the most severe competition
was undoubtedly the man-made
fibres industry, where between 1989
and 1994 output fell by 1.7 billion ECU
(despite an increase of around 370
million ECU between 1993 and 1994).

Company profits in 1994 soared inthe
chemicals sector - for example, ICl's
profits rose by 59% (compared to a
year earlier) in the third quarter of
1994. Likewise, the recently merged
Dutch firm, Akzo Nobel, reported syn-
ergistic gains contributing to a profit
increase of 35% (again in the autumn
of 1994). There were also spectacular
resuits from BP Chemicals, DSM and
Rhéne-Poulenc. The phenomenon
was not restricted to Europe. Indeed,

Dow Chemical and Du Pont, the two
largest American groups both re-
ported strong profit growth.
Nevertheless, in Japan, prices were
still falling and demand remained
weak in the first half of 1994. This has
led to some merger activity in an at-
tempt to pool costs and achieve
economies of scale - for example, the
recent merger of Mitsubishi Chemi-
cal.

During 1994, EU chemicals firms
showed alarge interest in diversifying
into the healthcare market. Mid-
November saw BASF announcing its
intention to buy the prescription arm
of Boots, in an attempt to improve its
drugs division performance. This ac-
tion marked a continuation of the
policy adopted by all three of the
largest German chemicals firms to
strengthen their position in this
market.
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Chemical and man-made fibres (Nace 25+ 26)
Value added, turnover and investment

EUR12 B DK D GR E F IRL | L NL P UK
Gross 1990 100168.8 41850 1383.6 322650 409.7 71227 17167.3 17809 1219068 651 58422 768.8 16987.9
Value-added 1991 101264.1 4218.4 1501.0 330809 397.5 75149 17027.5 1976.2 123656 852 5127.6 7454 172239
at factor cost 1992 102064.1 47823 1709.0 33381.6 397.5 7392.7 17185.7 2478.3 113379 1355 4976.1 7553 17532.2
(mio ECU) 1993 1020094 47152 1818.2 33990.0 416.3 6733.8 17795.4 2845.7 9639.2 140.2 5393.2 663.9 17858.3
1994 | 108999.9 NA 20785 350847 440.9 7432.6 18593.4 3449.7 0811.3 150.9 585568 671.1 19468.6
Gross 1990 16 110 00 1.0 122 50 35 1341 02 09 93 -100 7.2
Value-added 1991 L1 0.8 85 25 30 55 08 110 14 309 -122 30 1.4
at factor cost 1992 08 134 139 09 NA -186 09 254 83 59.0 30 13 1.8
A% 1993 0.1 -14 6.4 1.8 4.7 -89 35 148 -150 35 84 -121 1.9
1994 69 N/A 14.3 59 59 10.4 45 21.2 18 7.6 8.6 1.1 9.0
Gross 1990 100 4.2 1.4 32.2 0.4 7.1 171 1.8 122 0.1 58 0.8 17.0
Value-added 1991 100 4.2 15 32.7 0.4 7.4 16.8 20 122 0.1 5.1 0.7 17.0
at factor cost 1992 100 4.7 1.7 32.7 0.4 7.2 16.8 24 1.1 0.1 4.9 0.7 17.2
share (%) 1993 100 48 18 333 04 66 174 28 94 0.1 53 07 175
1994 100 N/A 19 330 04 68 171 32 90 0.1 54 06 179
Turnover 1990 | 319954.6 147020 30239 §5592.5 1837.6 20807.8 61493.9 3402.5 46048.3 328.0 21393.2 2800.5 48524.4
(mio ECU) 1991 | 325313.6 14547.4 3196.2 96975.6 1884.0 21553.5 61439.3 3942.8 484555 420.7 20587.6 2716.4 49585.5
1962 | 3257633 16418.2 3474.3 97156.7 1892.9 21254.4 63227.5 4849.8 44506.6 683.3 20462.1 2765.3 49072.3
1993 320748.8 16123.2 3607.7 97173.2 2030.7 19292.4 66084.3 5500.2 38110.6 707.1 20037.5 2438.1 49634.8
1994 | 3413386 N/A 3997.2 102582.9 2160.6 21426.1 69133.7 6600.6 391728 760.9 21497.6 2470.8 54285.0
Turnover 1990 L1 29 04 02 38 57 59 85 13 786 1.1 -100 3.0
A% 1991 1.7 1.1 57 14 25 36 0.1 159 52 310 38 30 22
1992 oL 129 8.7 02 05 -14 29 230 81 59.0 06 18 -1.0
1993 15 18 38 00 78 9.2 45 134 -144 35 21 -118 1.1
1994 64 NA 108 56 59 114 46 200 28 78 73 13 9.4
Turnover 1990 100 46 09 299 06 65 192 11 144 0.1 67 09 152
share (%) 1991 100 45 1.0 298 06 66 189 1.2 149 0.1 63 08 152
1992 100 5.0 1.1 208 08 65 194 15 137 02 63 08 151
1993 100 5.0 1.1 303 08 60 208 17 119 02 62 08 155
1994 100 N/A 1.2 301 06 63 203 19 1.5 0.2 63 07 159
Total 1989 | 196046 14077 2420 57052 NA 574 27333 1493 23772 50 17753 1126 42029
investment 1990 | 214354 1917.1 2524 60468 170.2 47.2 3469.1 2299 24160 47.7 15385 NA 42680
(mio ECU) 1991 NA 13232 2810 57656 2407 574 31381 NA 26450 NA 15652 NA 44307
1992 NA 9983 2952 56445 NA 526 31580 NA NA N/A 14452 N/A 38381
1993 NA 7953 NA NA NA NA NA  NA NA  NA NA NA 38584
Total 1989 162 175 74 134 NA 58 130 -77 193 563 445 387 121
investment 1990 %6 362 43 60 NA -173 269 540 168540 -133 NA 1.5
A% 1991 NA 310 113 47 414 218 95 NA 95 NA 1.7 NA 39
1992 NA  -246 5.1 21 NA -84 06 NA NA NA 77 NA 134
1993 NA 203 NA NA NA  NA NA  NA NA  NA NA  NA 0.5
Total 1989 100 7.2 12 291 NA 03 139 08 121 00 9.1 068 214
investment 1990 100 8.9 1.2 281 08 02 181 1.1 1.2 0.2 72  NA 199

Source: Eurostat, DEBA (estimates in bold).
Turnover: E = Production value. Total investments: P = investment minus disposals.
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Chemical and man-made fibres (Nace 25 + 26)
Employment, labour cost and productivity

EUR12 B DK D GR E F IRL | L NL P UK
Labour cost 1990 60365.5 2505.3 6300 237027 3150 32825 105765 3639 7721.7 195 3047.2 394.1 7807.1
{(mio ECU) 1991 637350 2621.6 659.2 24780.0 3308 3589.2 10848.0 407.7 83834 295 3103.2 414.7 85677
1992 65028.7 2671.3 7142 25867.4 331.5 2760.5 114221 450.6 84969 50.7 3235.86 417.6 86103
1993 64570.4 2649.3 7763 26437.6 3456 23044 119753 4553 7308.2 56.4 3355.4 358.5 8548.1
1994 63204.3 N/A N/A 25570.0 N/A  2118.4 12299.1 N/A 67145 573 N/A N/A  8560.9
Labour cost 1990 6.3 5.5 6.1 5.7 9.7 12.6 78 8.6 74 93 5.7 26.4 2.4
A% 1991 5.6 4.6 4.6 4.5 5.0 9.3 2.6 12.0 86 513 1.8 5.2 9.7
1992 20 1.9 83 4.4 0.2 -23.1 5.3 10.5 1.4 719 4.3 0.7 0.5
1993 0.7 08 8.7 22 43 -16.5 4.8 1.0 -140 112 3.7 -142 0.7
1994 -2.1 N/A N/A 3.3 N/A -8.1 27 N/A -8.1 1.6 N/A N/A 0.1
Number of 1990 1780.7 64.1 193 6049 206 124.9 293.3 129 2141 0.8 89.5 32.1 3043
persons 1991 1759.1 63.9 18.9 601.0 200 124.3 289.1 13.7 2147 1.1 88.7 217 296.0
employed 1992 1711.9 63.2 20.6 590.1 18.6 105.8 289.3 14.4 206.0 1.8 86.1 254 2907
(1000) 1993 1653.6 60.9 20.9 5629 184 100.2 285.1 149 1970 1.9 82.8 230 2854
1994 1583.2 N/A N/A 5353 184 99.3 283.1 N/A 179.6 1.8 N/A NA 273.0
Number of 1990 -0.0 3.8 -2.1 0.8 0.0 13 0.6 4.5 0.7 -125 0.5 4.0 -1.5
persons 1991 -1.2 03 -1.9 0.6 2.7 0.5 -1.4 6.2 03 43.2 09 -138 -2.7
smployed 1992 2.7 -1.2 8.8 -1.8 741 -14.9 0.1 5.2 40 676 3.0 8.3 -1.8
A% 1993 <34 3.7 1.6 4.6 0.9 -5.2 -1.4 3.4 4.4 1.5 3.8 -9.1 -1.8
1994 4.3 N/A N/A 4.9 0.4 0.9 0.7 N/A 89 30 N/A N/A 4.4
Number of 1990 100 3.6 1.1 34.0 1.2 7.0 165 0.7 12.0 0.0 5.0 1.8 171
persons 1991 100 3.6 1.1 34.2 1.1 7.1 16.4 0.8 122 01 5.0 1.6 16.8
employed 1992 100 3.7 1.2 345 1.1 8.2 169 0.8 120 0.1 5.0 15 17.0
share (%) 1993 100 37 1.3 34.0 1.1 6.1 17.2 0.9 11.9 0.1 5.0 1.4 173
1994 100 N/A N/A 33.8 1.2 6.3 17.9 N/A 11.3 0.1 N/A N/A 17.2
Average 1990 339 39.1 327 39.2 153 26.3 36.1 28.3 38.1 256 34.0 123 257
labour 1991 36.2 41.0 34.8 412 165 28.9 375 29.8 3%.0 271 35.0 15.0 28.9
unit cost 1992 330 42.3 34.7 438 178 268.1 39.5 31.3 412 278 37.6 18.5 296
(1000 ECU 1993 3%.0 435 37.1 47.0 187 23.0 42.0 30.6 371 04 40.5 15.6 299
per capita) 1994 39.9 N/A N/A 47.8 N/A 213 43.4 N/A 374 319 N/A NA 314
Average 1990 €3 9.7 83 5.0 9.6 11.2 71 3.9 8.1 37 5.2 215 4.0
labour 1991 6.9 49 6.6 5.2 7.9 9.9 4.1 5.5 8.3 5.6 28 220 128
unit cost 1992 43 3.1 0.5 6.3 7.9 9.6 5.2 5.1 5.6 25 75 9.8 23
A% 1993 23 29 7.0 71 52 -11.9 84 23 -10.1 9.6 7.8 5.5 1.1
1994 2.2 N/A N/A 1.7 N/A 7.2 3.4 NA 0.8 4.8 N/A N/A 4.7
Productivity 1990 -1.4 6.8 -4.0 0.7 106 1.8 03 3.5 05 128 -9.1 N/A -33
A% 1991 1.2 0.2 75 3.9 5.5 3.3 1.2 1.2 09 -111 8.4 N/A 0.4
1982 4.9 125 1.9 3.6 3.7 18.8 038 15.1 -1.2  -43 3.3 -1.3 7.0
1993 52 0.1 1.0 4.9 3.1 8.1 4.0 15.3 04 NA 13.3 -2.1 6.2
1994 10.7 N/A N/A 10.5 25 15.6 42 N/A 11.6 9.9 N/A N/A 12.3

Source: Eurostat, DEBA (estimates in bold)
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Chemical and man-made fibres (Nace 25+ 26)

External trade

mio ECU EUR12 B/L DK D GR E F IRL ] NL P UK

Exports  Extra-EU trade 1989 46308.9 2057.7 B864.8 169189 146.6 1803.0 7007.2 1010.3 44769 30954.4 1729 69952
1990 45028.5 2864.1 B41.316549.0 1254 1866.0 6930.8 10237 4004.5 38256 209.4 6787.8
1991 47795.2 3103.3 851.817783.2 1347 2001.5 71940 12840 4060.8 3881.4 1752 7325.2
1992 50077.4 33045 ©087.518091.5 139.9 2025.5 77460 15435 43220 3949.3 176.2 7701.5
1993 59227.9 4092.8 1543.121518.0 2024 2188.0 8802.8 2029.7 49989 4541.6 196.3 9114.2

Imports  Extra-EUtrade 1989 32666.2 2970.0 870.7 7759.1 367.1 1976.2 47475 4335 4961.4 36900 338.6 4551.2
1990 33870.1 3085.4 849.0 8081.8 387.8 2099.7 49109 4485 4949.8 3763.6 372.1 4920.7
1991 35568.5 3224.5 B822.7 9077.4 463.7 2327.9 48615 5547 5013.8 3789.4 399.9 5033.0
1992 36854.8 3565.8 861.0 9134.2 469.9 2409.3 5067.1 5556 5118.1 4159.1 4169 5097.8
1993 36179.3 3037.7 998.4 8954.4 554.2 1842.4 53393 7519 5157.3 37239 414.7 5405.1

Source: Eurostat

The chemicals sector ofthe EU Is able
to boast a healthy trade surplus. Most
of the surplus Is derived from highly
speclalised production with a greater
value-added (for example phar-
maceuticals and refined chemicals).
The only sector reporting a deficit in
1993 was the man-made fibres in-
dustry (109 million ECU - a consider-
able improvement on the deficit seen
during the rest of the early nineties).
The dollar exchange rate is of great
importance to the industry as many
basic chemicals prices are quoted in
dollars - and inputs such as
petroleum are also priced in dollar
terms. Desplite the strong export per-
formance of the sector, the period
1989 to 1993 saw a gradual increase
in the import penetration rate for the
chemicals industry, rising from 11.9%
to 13.7%. International comparisons
showed that both the USA and Japan
also recorded healthytrade surpluses
for this industry.

There were spectacular gains In the
EU’'s trading performance in the
chemicals and man-made fibres in-
dustry In 1993. After recording atrade
surplus of 13.2 billion ECU in 1992,
the EU registered a surplus of 23 bil-
lion ECU in 1993. The increase in the
surplus was due entirely to rising ex-
ports to third countries. Extra-EU ex-
ports rose from 50.1 billion ECU in
1992 to 59.2 biliion ECU in 1993.
Extra-EU imports remained almost
constant at 36.2 billion ECU in 1993.

Fundamental to the encouraging
figures was the German trade surplus
which was equal to 16.8 billion ECU
in 1993 (taking trade with the world as
partner). A group of countries all re-
ported trade surpluses of between
two and three billion ECU in 1993,
they were: the Netherlands, BLEU,
the United Kingdom and Ireland. The
southern European Member States
all reported trade deficits for this sec-
tor, most notably ltaly (approaching
seven biliion ECU in 1993).

With annual data only avallable to
1993, the extent of the strong per-
formance of EU exports cannot be
fully appreciated by looking at the
data provided in the table above.
However, data that was avallable for
the first months of 1994 (extra-EU
trade flows) showed that the growth
In exports in 1993 was only the start
of the phenomenon. Demand from
the USA and Asia was still seen to
continue to expand rapidly. Indeed,
the EU reported a trade surplus of
some 5.8 billion ECU in the first quar-
ter of 1994,

At a more disaggregated level (data
for the first quarter of 1994) it was
interesting to note that the EU ran
surpluses with the USA and Japan in
basic chemicals and petrochemicals,
whilst operating a deficit with respect
to China and EFTA. The man-made
fibres sector managed to record a
surplus with China; whilst in the same
sector there were large deficits with
Japan and the USA.



4. RUBBER AND PLASTICS (NACE48)

- Plastics sector quite resilient against the recession

- Tyre demand intrinsically linked to the new cars market

- Rubber industry dominated by several large multi-national concemns
- Increasing environmental iegislation applied to the industry

- EU terms of trade fell by 1.2% per annum in the first quarter of 1994
- Capacity utilization equal to 83.3% in the final quarter of 1994

- 2.1% Increase in the production index in September 1994

- EU producer prices up by only 0.4% in September 1994
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Rubber and plastics (Nace 48)

4.1. SHORT-TERM INDICATORS

Production, prices and capacity utilization

1990 = 100 EUR12 B DK D GR E F IRL I L NL P UK
index of 1993 91.4 1007 1005 773 882 953 969 N/A 984 824 950 NA 1007
Production P 992 1076 1107 837 946 1021 99.1 NA 1131 844 971 NA  110.8
Growth rate (%) 1993 0.9 0.9 1.0 0.8 1.1 0.9 1.0 NA 1.0 0.8 09 NA 1.0
@ 2.1 5.5 1.1 3.4 8.9 10 13 N/A 7.2 27 2.2 NA 1.5
Producer 1993 1052 995 974 1036 1430 1067 1009 101.7 1099 961 1022 NA 1104
Price index P 1051 980 962 1020 1559 1103 983 1032 1157 956 1013 NA 1112
Growth rate (%) 1993 0.1 40 -14 10 9.7 10 -15 36 32 09 07 NA 2.1
o 04 01 09 00 1.8 0.4 05 10 15 0.5 0.3 N/A 0.4
Capacity 94.1 770 778 750 768 787 748 805 616 724 882 750 745 814
Utilization 94.0l 785 813 790 788 755 737 808 665 730 845 NA 760 843
Plastics 94.1li 801 810 820 799 820 739 850 627 759 90.3 N/A 778 843
(%) 94.V 813 798 800 818 830 730 854 617 778 808 NA 785 860

Source: Eurostat

The latest data for September 1994
showed that there was a return in the
EU to production levels above those
of 1990, with the index reaching 99.2.
There was a marked expansion onthe
data from a year before - in Septem-
ber 1993 the EU reported an index of
92.2. Indeed, at an individual Member
State level there were large increases
for all countries (with the exception of
Greece) to September 1994 - com-
pared to data from a year before (no
data was available for Benelux or italy
for this period).

EU producer prices rose by a margi-
nal amount in 1993, gaining 0.1%
during the course of the year. Seven
of the Member States reported declin-
ing producer prices in 1993 - they

were the Benelux countries, Den-
mark, Germany, Ireland and France.
The largest decline was recorded in
Belgium, where the annual decline
was equal to 4.0%. There were mod-
erate increases in the remaining
Member States (with the exception of
Greece, where the index reached
143.0).

Latest data available showed that
prices continued at much the same
level up to September 1994 as they
had done in 1993. The EU index for
September 1994 stood at 105.1 (com-
pared to a figure of 105.0 in Septem-
ber 1993). However, most countries
reported price indexes above 1993
levels - the European figure being
strongly influenced by the German

and French data (102.0 and 98.3 in
September 1994), where prices re-
mained depressed.

Capacity utilization data for the rub-
ber industry showed that the utiliza-
tion rates were increasing at a rapid
rate in the sector towards the end of
1994, rising from a rate of 75.8% inthe
fourth quarter of 1993 to 83.3% in the
final quarter of 1994 (estimated).
Nevertheless, there was a decline in
the rate when compared with the third
quarter of 1994 (falling by 1.2 percent-
age points). Utilization was particu-
larly high in Germany and
Luxembourg (both over ninety per
cent), as well as in Ireland and Den-
mark.
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Rubber and plastics (Nace 48)
External trade indicators

1980 = 100 EUR12 B/L DK D GR E F IRL | NL P UK
Exports  Volume 19393 1109 1135 925 1088 2259 101.0 987 1196 1246 139.1 899 1118
@ 1225 1321 101.2 1173 2439 1249 1066 131.2 1491 1439 1096 120.3
Growth rate (%) 1993 67 117 3.2 27 387 2.4 14 247 174 1768 -184 9.3
¢ 8.4 8.9 5.4 85 240 31.3 35 0.3 109 89 176 37
Value 1983 1055 1003 1005 1098 972 958 1112 1108 976 1054 101.7 103.0
@ 1075 989 1002 1130 931 955 1138 1054 100.1 1059 101.0 106.0
Growth rate (%) 1993 22 08 0.3 45 27 041 59 01 38 18 03 0.3
® 29 -23 0.8 48 30 -S8.1 32 -3 49 31 3.6 3.7
Imports  Volume 1983 117.4 1036 1038 1257 1228 1221 1130 1634 1138 117.1 1753 110.7
® 1366 127.7 1137 1424 1247 1539 1359 1822 141.3 1354 1754 1200
Growth rate (%) 1993 04 -135 43 0.1 34 -184 22 155 87 26 195 7.3
d 110 110 127 69 33 173 159 117 91 157 43 149
Value 1993 107.1 107.3 1025 109.8 1080 1044 1089 909 1009 1101 918 104.7
® 1107 1101 1048 111.3 1140 1043 1092 1086 1036 113.4 1018 1149
Growth rate (%) 1993 36 62 -10 4.9 3.4 4.0 46 09 1.2 30 -21 29
d 4.2 1.0 1.2 3.6 6.1 0.0 0.0 8.2 3.3 2.6 48 1.2
Terms of 1983 985 934 980 1000 900 91.7 1021 1109 967 957 1107 983
Trade ¢ 97.1 899 956 1014 816 915 1039 969 9666 933 991 922
Growth rate (%) 1993 1.4 51 14 03 068 40 1.2 11 80 -1.2 1.7 24
o 12 32 03 1.1 868 5.1 32 488 16 56 85 87

Source: Eurostat

External trade indexes for the extra-
EU trade in the table above show that
there was a surge Iin import volumes
in this sector (rising by eleven per
cent). This increase was particularly
noticeable following the annual data
for 1993, which reported a decline of
0.4% In the index. Otherwise, the
latest data availlable continued to re-
port similar trends to those that were

value growth was not as pronounced.
Indeed, there was growth of 2.2%
during 1993 - this rate changed very
little into 1994, with growth of 2.9%
per annum being reported for the
latest data avallable. Export values
were seen to rising fastest in the four
largest European economies, with
the following growth rates: Germany
(4.8%), France (3.2%), Italy (4.9%)

displayed in 1993. For example, im- and the United Kingdom (3.7%).
port values grew by 3.6% in 1993 - the
latest data saw the index rising at an  Due to the generally modest growth

annual rate of 4.2%.

As regards exports, the EU volume
index grew by 8.4% (with particularly
large gains being registered in the
southern Member States). Export
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in export values, there was a deteri-
oration In the terms of trade for the
majority of the Member States. At a
Community level the terms of trade
fell by 1.4% in 1993 - this pattern was
repeated for the start of 1994 (with an

annual deterioration of 1.2% being re-
corded for the first quarter).

indeed, only in Germany, France and
italy were terms of trade seen to be
increasing in the first quarter of 1994.
In addition, merely two of the Member
States were able to report terms of
trade above the levels seen In 1990 -
they were Germany (101.4) and
France (103.9) - data for the first quar-
ter of 1994. Large declines in the
terms of trade were reported in
Greece, Ireland and Portugal (all
greater than eight per cent per annum
in the first quarter of 1994). This led to
Greek terms of trade falling to 81.6
(BLEU terms of trade were also below
ninety) - indexed values, 1990 = 100.









ation between the customer and sup-
plier).

In Europe, investment has been con-
centrated on improving production
techniques and creating more spe-
cialised, high value-added products.

One of the major concems of the
rubber industry is the environmental
protection legislation. There Is pres-
sure regarding recycling, incineration
and the disposal of scrap tyres. Re-
treaded tyres answered many of the
complaints the industry faced -
nevertheless, there is a continued ef-
fort to find an ecologically viable
method of incinerating tyres.

As regards the plastics processing
sector there has also been increased
competition from south-east Asla and
Latin America. The industry is closely
linked to the chemicals industry, with
many firms vertically integrated from
the petrochemicals sector through to
final consumer products that have
been moulded in plastics. The plas-
tics sector faced less severe prob-
lems from the recession - indeed, it
was one of the most successful in-
dustries, with output values increas-
ing every year, except 1993. Plastics
processing encompasses products
from mass-produced injection

mouldings to packaging filmsto auto-
motive components. Hence, demand
is spread across practically every
other manufacturing sector as there
is a capability for almost all sectors to
use plastics components somewhere
in their production process. Demand
therefore ranges from investment
goods through to finished consumer
goods. The market may be sub-
divided into five important categories:
packaging, building components, the
electrical sector, the transport sector
and other markets (leisure, toys, gar-
den furniture etc.). With the exception
of the last group (consumer goods)
the other markets are components
used in the production of finished
products.

The plastics industry is not dominated
by a few multinational players. Rather,
there are a large number of small and
medium-sized enterprises in this sec-
tor. European producers employ
highly advanced technology that
adapts well to the constantly chang-
ing demand of consumer products.
This is another reason why the sector
endured the recession better than
others. In common with the rubber
sector, the plastics industry also
faced increased environmental
legislation. As yet, the industry has
not fully satisfied its detractors. How-

ever, by limiting packaging and intro-
ducing degradable piastics the sector
has gone some way to meeting this
demand.

The aggregated data on the rubber
and plastics industry hides the differ-
ent fortunes of these two distinct sec-
tors. The plastics industry increased
its share of the aggregated output
over the past decade, such that by
1994 it was fast approaching eighty
per cent of production in value. Pro-
duction In value in 1994 stood at 823
billion ECU compared to 275 billion
ECU for the rubber sector. Employ-
ment levels in the rubber sector have
fallen quite dramatically in recent
years from 358 thousand empioyees
in 1989 to only 298 thousand in 1994.
Howaever, in the plastics sector em-
ployment peaked as late as 1991 (at
1.14 million) to sincefall to 1.05 million
in 1994,

Taking both industries together, Ger-
man output was the largest in 1994,
equal to 37.9 billion ECU. France fol-
lowed (with 20.2 billion ECU) then the
United Kingdom and italy. France and
Italy were more speclalised in the rub-
ber sector, whilst Germany and the
United Kingdom were more special-
ised in the plastics sector.
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Rubber and plastics (Nace 48)
Value added, turmover and investment

[EuR12 B DK D GR E F IRL I L NL P UK
Gross 1990 389079 1106.1 6413 13857.8 1488 3107.2 63335 2496 53585 241.8 12467 2195 63993
Value-added 1991 41876.7 1204.7 ©664.6 15038.7 1444 34289 72553 2690 56842 2339 13005 228.0 64155
at factor cost 1992 42660.2 1329.3 747.1 153943 1615 3358.1 73125 2928 53535 26086 1361.3 2384 68508
(mio ECU) 1993 412183 12000 7343 154196 1491 28339 72628 2779 4704.7 2574 13340 2185 6823.1
1994 43465.7 NA 7959 159783 174.1 28684 7592.1 295.2 496680 277.8 13690 2409 7580.2
Gross 1990 7.0 18.2 11.0 128 -28 9.6 07 3.3 53 -27 1.2 -100 0.6
Value-added 1991 1.6 8.9 38 85 -1.8 10.4 14.6 78 61 32 5.0 39 03
at factor cost 1992 1.9 10.3 124 24 18 -2.1 08 88 58 114 40 46 (LX)
A% 1983 3.4 9.7 1.7 0.2 77 156 0.7 5.1 121 1.2 -2.0 83 0.4
1994 ss NA 8.4 38 188 1.2 45 8.2 60 79 26 10.3 11.2
Gross 1990 100 28 1.6 35.6 0.4 8.0 16.3 0.8 136 06 3.2 0.6 16.4
Value-added 1991 100 2.9 1.8 35.9 03 8.2 17.3 0.e 136 086 3.1 0.5 15.3
at factor cost 1992 100 3.1 1.8 36.1 0.4 79 17.1 0.7 125 06 3.2 0.6 16.1
share (%) 1993 100 29 1.8 37.4 0.4 69 17.6 0.7 1.4 06 3.2 0.5 16.8
1994 100 N/A 1.8 36.8 0.4 8.6 17.5 0.7 1S 06 3.1 0.6 17.5
Turnover 1990 | 1093069 3558.6 15563 36817.7 618.4 79154 18779.6 6726 173579 757.6 39175 781.8 1685755
(mio ECU) 1991 | 114537.7 3671.0 1603.2 401222 611.6 82756 195822 7424 177424 7348 40726 767.6 168121
1992 | 1163985 40619 1703.6 411754 6229 80832 202326 8028 16813.7 8199 41378 8216 17123.1
1993 | 1117326 3690.0 1668.1 40181.1 613.7 6775.7 203703 75902 14797.4 811.1 41739 7586 171355
1904 | 117828.8 NA 17969 416146 717.4 67849 212852 B02.8 15688.2 B876.6 43656 843.7 19062.4
Tumover 1990 7.4 18.6 75 12.1 48 98 49 0.1 68 25 88 -100 -1.4
A% 1991 43 3.2 3.0 9.0 -1.1 46 43 10.4 22 30 4.0 -1.8 0.2
1992 Lé 10.6 6.3 26 1.8 -23 33 8.1 52 116 1.6 7.0 3.1
1963 4.0 9.2 -2.1 2.4 15 -16.2 0.7 5.4 -120 -1 09 7.9 0.1
1904 5 NA 7.7 36 169 0.1 4.4 8.7 60 81 46 15 11.2
Tumover 1990 100 33 1.4 37 0.6 7.2 17.2 0.6 159 07 3.6 0.7 18.2
share (%) 1991 100 3.2 1.4 35.0 0sS 72 174 0.6 155 06 3.6 0.7 145
1992 100 3.5 15 35.4 0.5 69 174 0.7 144 07 3.6 07 14.7
1963 100 33 15 38.0 0S 6.1 18.2 07 132 07 7 07 153
1964 100 N/A 18 353 0.6 5.8 18.0 07 133 07 37 0.7 16.2
Total 1969 6495 2933 101.0 2003.0 NA 295 1087.2 35.6 1053.3 379 3086 585 11433
investment 1990 70275 4076 1105 24014 608 448 11905 611 10544 303 2359 NA 9969
(mio ECU) 1991 NA 4975 1403 24495 659 406 1007.0 N/A 1088.7 NA 2288 NA 8529
1992 NA 5161 1144 235058 N/A 0.0 10227 N/A NA NA 2394 NA 9166
1993 NA 3824 NA NA NA NA NA N/A NA NA NA NA 927.0
Total 1989 188 79 8.7 128 N/A 139 20.2 -4.0 58 204 564 2128 15.1
investment 1990 82 39.0 9.4 19.9 NA 51.9 1.6 716 0.1 -201 -2386 NA -128
A% 1991 NA 22.1 270 20 8.4 0.4 -15.4 N/A 31 NA 4.0 NA -144
1992 NA 3.7 -188 4.0 NA  -28.1 16 N/A NA  NA 87 NA 78
1993 NA 259 N/A N/A NA NA N/A NA NA  NA NA NA 1.1
Total 1969 100 45 18 308 NA 0.5 164 0.5 162 06 48 0.9 176
investment 1990 100 LX) 1.6 3.2 0.9 0.6 16.9 09 150 04 3.4 NA 14.2

Source: Eurostat, DEBA (estimates in boid).

Turnover: E = Production value. Total investment: P = investments minus disposals
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Rubber and plastics (Nace 48)
Employment, labour cost and productivity

[EUR12 B DK D GR E F IRL i L NL P UK
Labour cost 1990 2724983 7190 4236 103228 1123 19800 47836 160.6 3651.4 1323 7857 133.9 4044.6
(mio ECV) 1991 288221 751.0 4370 11053.2 109.3 2089.2 50119 173.0 3865.7 141.2 8388 1435 42083
1992 299732 774.1 4741 117429 110.6 20740 5265.1 1858 3840.2 151.0 9009 135.1 43194
1993 289598 737.5 483.0 118885 10886 15699 53955 1834 3283.2 159.7 900.7 105.7 4144.1
1994 29093.4 N/A NA 119738 NA 14173 55114 NA 30888 160.4 NA NA 43511
Labour cost 1990 101 228 88 135 102 203 72 134 1.7 55 98 128 1.6
A% 1991 58 4.5 3.2 71 27 5.5 48 77 5.9 6.7 68 72 4.0
1992 4.0 3.1 85 8.2 1.2 0.7 5.1 7.4 07 69 74 59 26
1983 34 4.7 1.9 1.2 -1.8 -24.3 25 -1.3 -14.5 5.8 00 -21.8 4.1
1994 0.8 N/A N/A 0.7 N/A 9.7 2.1 N/A 59 04 NA _ NA 5.0
Number of 1990 11387 259 15.7 383.8 9.2 99.4 192.4 82 1375 43 313 188 2121
persons 1991 11397 257 15.7 305.0 8.5 99.8 195.4 86 1358 43 321 176 2010
employed 1992 11178 258 16.2 383.7 83 97.6 1955 85 1297 42 327 157 2001
(1000} 1983 1067.8 238 15.8 362.5 8.1 88.3 191.1 83 1238 41 311 137 1989
1994 1050.4 N/A N/A 3468 101 88.7 1911 NA 11586 3.9 NA  NA 2043
Number of 1890 36 1186 1.6 7.4 5.2 8.2 0.5 47 1.4+ 0.8 73 11 -13
persons 1901 o1 0.8 0.0 29 7.9 0.4 1.6 4.3 1.2 09 28 65 5.2
empioyed 1992 -1.9 0.1 3.2 29 -2.8 -2.2 0.1 -1.5 45 3.0 1.7 -107 0.5
A% 1993 4.5 7.7 -23 5.5 -2.0 -11.7 23 -1.5 45 29 47 -127 0.6
1994 -1.6 N/A N/A 43 2486 05 0.0 N/A 87 42 NA NA 27
Number of 1990 100 23 14 3.7 08 8.7 169 0.7 121 0.4 27 1.7 18.6
persons 1991 100 23 1.4 4.7 07 88 1741 08 11.9 0.4 28 1.5 17.6
employed 1992 100 23 15 343 07 87 1758 0.8 1186 04 29 14 17.9
share (%) 1993 100 22 1.5 34.0 08 8.1 17.9 08 116 04 2.9 1.3 18.6
1994 100 N/A N/A 33.0 1.0 8.3 18.2 N/A 110 04 NA  NA 19.5
Average 1990 39 278 27.0 289 122 19.9 249 195 2868 304 25.1 71 19.1
labour 1991 253 29.2 278 280 129 20.9 257 202 285 328 261 8.1 20.9
unit cost 1992 268 30.1 29.2 068 134 21.2 289 220 206 382 276 8.8 216
(1000 ECU 1993 277 1.0 30.5 328 134 18.2 282 220 2865 394 289 77 20.8
per capita) 1994 27.7 N/A N/A 345 N/A 18.4 288 NA 287 413 NA  NA 21.3
Average 1990 €3 100 71 5.7 4.7 11.2 87 83 85 64 23 1441 29
labour 1991 57 5.1 3.1 4.0 57 8.1 3.2 33 172 77 38 148 98
unit cost 1992 60 3.0 5.1 9.4 4.1 15 5.0 9.0 41 103 5.6 5.4 3.1
A% 1993 1.2 3.2 43 7.2 0.2 -143 48 02 -10.4 8.9 49 -104 3.5
1994 21 N/A N/A 5.3 NA _ -10.2 2.1 N/A 08 48 NA _ NA 22
Productivity 1890 13 0.2 36 3.1 7.0 -1.8 -29 4.1 32 -25 20 NA 3.1
A% 1991 s 8.1 39 14 0.6 8.4 10.6 -23 4.1 22 00 -7 -23
1992 28 7.9 118 27 144 1.5 -1.4 9.1 05 160 0.0 5.2 10.2
1993 25 -1.2 0.2 3.2 71 5.9 0.0 40 30 02 -15 58 4.3
1994 7.2 NA N/A 5.9 8.5 4.2 8.4 N/A 125 114 N/A__ N/A 7.4

Source: Eurostat, DEBA (estimates in bold)
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Rubber and plastics (Nace 48)

External trade
mio ECU EUR 12 B/L DK D GR E F IRL | NL P UK
Exports Extra-EU trade 1989 10576.6 551.6 4720 38806 322 591.8 1506.2 79.5 1520.1 541.2 47.8 1353.0
1990 10497.6 550.1 4769 3921.9 343 5525 1447.4 686 14645 576.3 50.8 1353.8
1991 10731.0 527.9 4525 4140.4 383 550.1 14490 71.3 1480.5 590.9 46.7 1383.4
1992 11256.2 556.2 454.6 4360.1 537 523.6 1478.8 728 1577.9 7050 54.9 14185
1993 12307.2 6269 4425 47022 76.4 5365 1589.3 91.4 1782.6 856.3 45.1 1558.2
imports Extra-EU trade 1989 69719 459.0 289.0 21906 87.4 1821 8542 91.3 670.8 5862 42.2 15187
1990 73437 480.7 291.5 24006 859 207.6 9007 90.2 672.4 664.9 48.1 1500.6
1991 8257.3 5359 3025 28927 999 2555 987.2 1027 733.1 7773 57.0 15135
1992 89389 5825 300.1 3163.1 103.7 3145 10353 128.8 8183 8542 65.0 1573.4
1993 92747 538.1 3104 33139 1150 267.1 1110.3 147.6 783.3 8755 76.9 1738.4

Source: Eurostat

The rubber and plastics industries
have faced increasing competition
from foreign producers. Whilst the im-
port penetration rates of the plastics
sector increased slowly over the past
ten years, the rubber sector showed
amore dramatic increase in its import
penetration ratio. Overall, the aggre-
gated figures showed the import
penetration ratio reaching 9.2% in
1993.

International comparison showed the
USA recording a deficit of some 2.9
billion ECU in 1992, whilst Japan reg-
istered a4 billion ECU surplusin 1993.

The value of imports of plastics of
products increased far faster than the
increase in the value of exports. Yet,
imports from the USA, Japan and
EFTA countries decreased from the
mid-eighties through to 1993 - being
replaced by imports from the emerg-
ing economies of south-east Asia. EU
producers, although finding it difficult
to export to third countries, did see
intra-EU trade growing at a rapid
pace. Due to the high cost of trans-
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porting finished items it was not sur-
prising to see EFTA countries taking
around 40% of all EU exports.

In the rubber sector, exports dis-
played a cyclical tendency linked to
general economic activity: growth in
the global economy, leading to in-
creased rubber exports. Imports into
the EU grew at quite a steady pace.
Japanese imports have grown signif-
icantly in recent years (overtaking
EFTA as the main importer into the
EU). Malaysian imports into the EU
were also seen to be growing rapidly.
In contrast, the EU failed to export a
significant amount to Japan - rather,
EU exports were destined for EFTA,
the USA and OPEC countries.

Nevertheless, the industry was able to
display a trade surplus in 1993 of 3.0
billion ECU, a marked improvement
on the 1992 figure. Hence, 1993
showed a resurgence in EU trading
performance with a 0.7 billion ECU
improvement in the surplus.

In terms of World-EU trade perform-
ance the growth in the Italian surplus,
witnessed for several years, con-
tinued. The Italian surplus grewto 2.7
billion ECU in 1993 - just ahead of the
German surplus, which was equal to
2.6 billion ECU in 1993. The French
industry turned a deficit (which had
reached 506 million ECU in 1990) into
an 87 million ECU surplus by 1993.
Deficlts were recorded in the Nether-
lands (77 million ECU), the United
Kingdom (642 million ECU), Ireland
(119 million ECU), Spain (32 million
ECU), Portugal (310 million ECU) and
Greece (414 million ECU).

At a more disaggregated level the EU
surplus in the plastics sector was
equal to 2.2 billion ECU in 1993. The
rubber sector reported a surplus of
some 850 million ECU in 1993 (up by
287 million ECU on the 1992 figure).
Nevertheless, this hid the fact that in
the last boom period, the rubber sec-
tor was able to record a surplus of 1.3
billion ECU (in 1989), which declined
during the recession to 563 million
ECU in 1992.



Industry Classification System

The industry groupings used in this
publication are based on the NACE
classification system. This classifies
economic activity in terms of the na-
ture of goods and services produced
or by the nature of the production
process employed. It Is arranged on
the decimal system and is subdivided
into divisions (1-digit codes), classes
(2-digit codes), groups (3-digit
codes), sub-groups (4-digit codes)
and items (5-digit codes). More Infor-
mation is contained in the General
Industrial Classification of Economic
Activities within the European Com-
munity published by Eurostat (1985
reprint of the 1970 edition). This pub-
lication is available fromthe usual out-
lets for Community publications. A
major revision to the NACE classifica-
tion has been incorporated in a Coun-
cil Regulation (OJ L293 24th October
1990) and will start being used for
data coliection over the next few
years.

The broad groups used in Section 1
of this publication have the following
definitions in terms of NACE:
Total industry

1,2,3,4

Intermediate goods industries
1, 211-246, 247, 2474-2476, 2481-
2485, 2488, 2489, 251-256, 26, 311-
313, 3161-3164, 3167-319, 353, 422,
431-435, 437, 439, 441, 461466, 471,
472, 481, 483

Capital goods Industries

314, 315, 32, 33, 341-344, 347, 348,
352, 361, 362, 364, 365, 371, 372

METHODOLOGICAL NOTES

Consumer goods industries

2472, 2473, 2477, 2486, 2487, 257-
259, 3165, 363, 373, 374, 411421,
423-429, 436, 438, 442, 45, 467, 473,
474, 482, 49

Statistical Sources

Most of the data in this publication is
harmonized data supplied to Eurostat
by Member States. The exceptions
are:

1) The capacity utilisation series
which come from the business sur-
veys carried out on behalf of the
Directorate General for Economic Af-
fairs of the Commission.

2) The estimates for the latest
years'structural data, which are sup-
plied by the DEBA European
Economic Interest Group.

3) The OECD has supplied the in-
dices of industrial production for the
USA and Japan.

Data sources are indicated for each
statistical table.

Every effort has been made to include
data for all 12 Member States. The
indices from 1991 onwards are on a
post-unification basis and include
East-Germany. However the struc-
tural data Is still on a pre-unification
basis unless otherwise stated.

Short term indicators

The index of production measures
changes in the volume of the gross
value added created by industry, the
branch indices being aggregated by
means of a system of weighting ac-
cording to gross value added (in prin-

ciple, at factor cost). The indices are
adjusted in two stages; firstly to take
account of the varying number of
working days in the month (except for
Spain and Japan) and secondly by
seasonal adjustment. The other short
term indices in this publication are not
adjusted for working days.

The index of producer prices shows
(in the national currency of the Mem-
ber State in question) changes in the
ex-works selling prices of all products
sold on the domestic markets of the
various countries. The Community in-
dices (EUR11, since there are no pro-
ducer price indices for Portugal) refer
to overall weighted price changes. No
seasonal adjustment is carried out on
them.

For the indices of imports and ex-
ports, external trade data of industrial
products were grouped according to
the industrial NACE branch to which
they belong. The value indices are all
in ECU terms. The indices for EUR12
refer only to extra Community trade.
The indices are seasonally adjusted.

The capacity utilization series come
from quarterly European Community
business surveys, and are not sea-
sonally adjusted.

The changes which are given in the
tables for the latest three months on
the corresponding period of the year
before, are calculated from non sea-
sonally adjusted series.

Structural data

Data for value added at factor cost,
turnover, investment, labour costs,
and employment come from annual
enquiries conducted by Member
States involving all enterprises with
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20 or more employees. The excep-
tions to this are Spain and Portugal
where the coverage Is for local units
of all sizes. The employment data re-
lates to persons employed excluding
home workers. The definitions are
standardized and so the figures are
comparable across Industries and
countries.

Estimates are not supplied to Euro-
stat by Member States for the smaller
firms not covered by the enquiries,
and the figures under-report the ac-
tual values. Where this Is particularly
significant, a note is made In the com-
mentary.

Gaps in Eurostat's data have been
filed by estimates supplied by DEBA.

Signs and abbreviations
EUR 12: Community of 12
BA: Belgo-Luxembourg Economic Union
ECU: European currency unlt
Mio: millions
Mrd: thousand million
N/A: not avallable
0.0: Figure less than half of the chosen unit
%: percent
1990 = 100: reference year
P: moving average
External trade indicators: 07/08/09.83 (Partner: Extra-EU)
A: growth rate

Thus EU totals often contain esti-
mates for missing countries.

Data in the structural tables are in
current ECU unless otherwise stated.
The productivity measure used is
based on value added at factor cost

in 1985 prices per person employed.



Methodological notes 1.95

Nace 1-4: Index of production

i) = 7/8/9.94: IRL, L=6/7/8.94, B=2/3/4.94
Growth rate moving average: change in % for three months
compared with previous three months (seasonally adjusted)
3 months ending 9.94
Nace 1-4: Producer Price Index

P = 7/8/9.94: Consumer non durables: EUR 12, IRL=1/2/3.94
F=4/5/6.94, | =3/4/5.94, L=5/6/7.94, UK=6/7/8.94
Growth rate moving average: change in % for three months
compared with previous three months
3 months ending 9.94

Chapter 3.1 Short-term indicators (Nace 25 + 26)
Index of production

o = 7/8/9.94, IRL, L, NL, P =6/7/8.94, B= 2/3/4.94
Growth rate moving average: change in % for three months
compared with previous three months (seasonally adjusted)
3 months ending 9.94
Producer price index

P = 7/8/9.94
Growth rate moving average: change in % for three months
compared with previous three months
3 months ending 09.94

Chapter 4.1 Short-term indicators (Nace 48)
Index of production

D = 7/8/9.94, L=6/7/8.94, NL=4/5/6.94, B =2/3/4.94
Growth rate moving average: change in % for three months
compared with previous three months (seasonally adjusted)
3 months ending 9.94
Producer price index

D = 7/8/9.94
Growth rate moving average: change in % for three months
compared with previous three months
3 months ending 9.94

External trade indicators

L = 10/11/12.93
Growth rate moving average: change in % for three months compared
with the same period of the previous year: 3 months ending 12.93

Graphs
Consumer goods: Non durable consumer goods
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