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~ST - WEST TRADE IN CHEMICALS 

ITS STRUCTURAL PROBLEMS 
./ 

In 1978, DG III had prepared a preliminary study on 

"Chemical Buy-Back Agreements and their 

Potential Impact on the EC Petrochemical 

Markets". 

Through this study, 24 products, most.ly petrochemicals had been iden­

tified as having been included into buy-back agreements. 

One of the most important conclusions of the study was, that compen­
*) sation was not so much a problem of volume but rather of pricing. 

As pricing clauses of compensation agreements are secret microeconomic 

data, DG III has developed an approach to survey imports from Eastern 

European countries of the products identified, not making any distinction 

between compensation and non-compensation (normal) trade, and comparing 

- market shares of imports from Eastern Europe 

- market shares of corresponding extra EC imports 

- unit price ratios of imports from Eastern Europe 

and of intra EC imports. 

The report enclosed contains the results of a 5 year survey (1976-1980) 

for 22 out of 24 products identified. 

*) It does make sense not to speak about buy-back, 
barter etc. but to distinguish between 

plant-product compensation and 
product-product compensation. 

This terminology is more self-explaining. 

• I. 
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• 
2. 

Chemical trade statistics offer the valuable advantage that for numerous 

chemical products the Nimexe Lines give data for a single individual 

chemical product. 

Thus anhydrous ammonia (28.16) e.g. has exactly the same specifications 

regardless whether coming from Algeria, Mexico, Russia or from any EC 

member country. 

For such chemicals then, unit prices (value/volume) offer a unique means 

with a high indicator value to compare annual averages,of pricing when 

comparing unit values of extra EC imports to unit values of intra EC imports. 

This advantage was made use of through Looking into imports from Eastern 

Europe of 22 out of 24 products which had been identified in. the DG III 78 

study as having been included into compensation agreements. 

The analysis done and enclosed is structured as follows : 

PART 1 gives a data sheet for each of 22 products indicating 

- year of survey 

EC (9) consumption in 1000 t (apparent consumption/ 
multiclient study basis) 

- Imports from 

• Eastern European countries/value and volume 

• extra EC total/volume 

• intra EC imports/value and volume 

On this basis, the following indicators have been calculated and 

given in the 3 Last columns 

- % volume market share for imports from Eastern Europe 

- % volume market share for extra EC imports 

- unit price ratio 

unit price for imports from Eastern Europe CEE) 
X = --------------------------------------------

unit price for intra EC imports (EC) 

PART 2 gives a synaptical view of the calculated indicators of part 1 

for all the products over the time period surveyed : 

. I. 



3. 

1) % volume market share for imports from Eastern Europe 

2) % volume ma·rket share for extra EC imports 

3) unit price . EE 
rat1o ~ 

PART 3 gives graphical representations for those particular products out 

of the 22 which hold an EC market share of more than 5% in 1980 

- Urea 

- Ammonia 

- Soda Ash 

-Acrylonitrile 

- Benzene 

- PVC 

- LDPE 

It must be kept in mind that unit prices for imports from EE do not inte­

grate a customs duty factor. This would have to be added to compare intra 

EC unit price competitivity. 

SYNTHESIS 

The cases where imports from EE hold high market shares in the EC (more than 

5 %) in 1980 are the following in decreasing order : 

PRODUCT EC IMPORT VOLUME MARKET SHARES GROWTH RATES 
Nimexe number from EE from extra-EC of market shares 1976-1980 

C%J 1976 = 100 
EE extra-EC 

UREA 26,03 53,35 157 227 
3102.15 

AMMONIA 18,42 37,12 565 221 
2816.10 

SODA ASH 15,23 22,43 127 147 
2842.31 

ACRYLONITRILE 13,94 38,82 835 579 
2927.10 

BENZENE 10,35 26,61 201 137 
2901.61 

PVC 9,01 18,51 429 200 
3902.41/43 

LDPE 7,81 34,49 335 174 
3902.03 

. I. 



• 

In most cases considered in the table, imports from Eastern Europe hold 

a high share in extra-EC imports 

- soda ash: two thirds 

- urea, ammonia and PVC: half 

-acrylonitrile and benzene: more than one third 

of apparent consumption for 1980. 

4. 

The growth of market shares has been particularly marked for acrylonitrile 

in general (extra EC) and for Eastern Europe particularly (579/835 respectively). 

For acrylonitrile, ammonia, benzene, PVC, LOPE growth of market shares for 

imports from Eastern Europe exceeded those for imports from extra-EC. 

The most outstanding case where one could speak of a dominant position of 

imports from Eastern Europe is soda ash where two thirds of extra-EC imports 

stem from Eastern Europe. 

Looking into unit prices for imports from Eastern Europe it may be said 

th~ for all thermoplastics, acrylonitrile, titanium dioxide, caustic soda, 

ammonia, soda ash a variable degree of underpricing seems to be practiced 

taking duty into account. 

It has to be stressed that urea on top of the List for market share has 

always been priced correctly in unit price terms and taking customs into 

account. 

This was also the case for the number 2, ammonia, in 1976 and 1977 but from 

1978 to 1980 a severe underpricing excursion is noticeable which may be 

attributable to a compensation trade effect. 

Considerable underpricing was practiced also for soda ash from 1976 to 1979 but 

then the situation improved partially due, probably, to an antidumping com­

plaint. 

The cases with more than 5 % market share are analysed individually and 

the situations are given through graphic representations. Part 3 • 

• 1. 



5. 

The graph for UREA shows that other extra-EC imports than EE imports show 

a higher growth. Pricing seems to be rather correct on an average (European 

contracts : Montedison, Kleckner). 

AMMONIA shows a very strange pricing history. From 1977 to 1979 Eastern 

European countries have increased their EC market share for ammonia from 

1,1 %to 20,0 %, by a factor of nearly 20, but they have increased their 

revenue only by a factor of 16 with some 30 % underpricing. As nearly all 

of this ammonia is of Soviet origin and much of Soviet ammonia is tied 

into compensation agreements (Montedison and Snamprogetti), much of this 

spectacular unit price decrease in 1979 is probably due to plant-product 

compensation imports. 

~ith SODA ASH it is interesting to note that from 76 to 78 unit price Levels 

for imports from Eastern Europe have been very low but have been increased 

~ 79 and 80 probably due to an antidumping procedure. 

ACRYLONITRILE shows a strong evolution of extra EC imports from 1978 on, 

imports from Eastern Europe catching up in 1980 which may be attributable 

to a compensation startup of a Montedison contract. 

BENZENE shows a correct unit pricing pattern. The imports plummeting 

in 78/79 are certainly due to the introduction of the antilead Legislation 

in the US when the US changed from a net seller to a net buyer. 

PVC shows a unit price Level for moulding PVC that is Lower than Liquid 

imports. This has Led to the introduction of an antidumping complaint. 

Up to 1980 there are 3 agreements supposed to start : Kleckner, Uhde 

and Petrocarbon. 

LOPE presents a rather Low unit price Level, particularly in 1979 but 

extra EC import market shares are much higher than those for imports 

from Eastern Europe. 

. I. 



6. 

In summary it may be said that imports from Eastern Europe do not present 

dramatic pictures. Particularly ammonia and thermoplastics should be 

surveyed more in depth. 

Pricing policy remains the particular problem which is a problem 

with all plannified economy countries, beyond Eastern Europe also with 

China and Yougoslavia and also beyond the Line of products surveyed here. 

This reflects, according to our assumption a Lack of experience in 

trading on our markets for these countries, selling volume rather more 

than value. 

The survey will be continued in the years to come. 



PART 1 

Data sheets for each of 22 products indicating 

- year of survey 

EC (9) consumption in 1000 t (apparent consumption/ 
multiclient study basis) 

- Imports from 

• Eastern European countries/value and volume 

• extra EC total/volume 

• intra EC imports/value and volume 

On this basis, the following indicators have been calculated 

and given in the 3 Last columns : 

- % volume market share for imports from Eastern Europe 

- % volume market share for extra EC imports 

- unit price ratio 

unit price for imports from Eastern Europe (EE) 
X = ----------------------------------------------

unit price for intra EC imports (EC) 
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PART 2 

Synoptical view of the calculated indicators 

of part 1 for all the products over the time 

period surveyed 1976-1980. 

1 % volume market share for imports 

from Eastern European countries. 

2 % volume market share for extra EC imports. 

EE 
3 unit price ratio 

intra EC 
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PART 3 

Graphical representation of market shares and 

unit pricing ratios for chemical imports from 

Eastern European countries. 

Products tied into compensation agreements and 

holding an EC market share of over 5 % of 

intra EC apparent consumption. 

Survey 1976 - 1980. 
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