
Monaco  25-29 October 2003

The EPCA’s 30th Logistics Meeting was held at the Monte Carlo Grand Hotel in
Monaco on 25-29 October, 2003. Delegates were welcomed by the new EPCA
Logistics Committee Chairman, Denis Tual of Atofina, his predecessor, Niels
von Hombracht, having had to step down due to a career change.

Denis Tual pointed out that the celebration of the 30th anniversary of the
EPCA Logistics Meeting provided an opportunity to consider the remarkable
achievements of both this event and EPCA itself in the field of logistics
over the past three decades. Not only is the Logistics Meeting the oldest
event of its type and still a key gathering, it is also growing, as evidenced
by the official attendance of 420 delegates. More importantly, it provides
a key forum where chemical producers and their logistics service providers
(LSPs) can meet to discuss topical issues of common concern to mutual
benefit.

The chairman then passed proceedings over to the very capable hands of Michael Buerk, the well-known
BBC TV news anchorman and good friend of EPCA, now in his 10th year of moderating the Association’s
Annual and Logistics Meetings. Michael Buerk promised that the 30th Logistics Meeting, like previous events
in the series, would provide delegates with much food for thought. Focusing on the theme of chemical
logistics as a driver for change, the meeting - by means of two keynote presentations, two panel sessions
and two workshops - would inform delegates of the latest industry initiatives in this field and how they
are impacting chemical producers and their LSPs. 

A producer’s view of the future
The first speaker was Dr Werner Prätorius, President of the Petrochemical Division at BASF AG, who
provided a sobering insight into the future challenges facing European chemical producers, and hence also
their LSPs, in his keynote presentation “The Chemical Business in Europe 15 Years From Now”.  

Despite the great successes achieved, and the leading positions still held, by the chemical industries in the
US and Europe, the global chemical market is in a state of flux and European producers, in particular, are
ill-placed and ill-prepared for the major changes now taking place. Although member states of the European
Union were responsible for 28 per cent of global chemical production in 2001, that share has been falling
steadily from the 32 per cent share held in 1990. During that period, the Asian contribution to world
chemical production has increased from 12 to 18 per cent. 

These trends will accelerate in the years ahead as Asia’s rapid development into a powerhouse of chemical
production and consumption proceeds. In contrast, the EU share of global output will continue to shrink
for several reasons, including the slowing internal demand due to low economic growth in the region; the
burden of over-regulation; and declining global competitiveness due to European cost structures. 

Despite some consolidation in recent years, the European chemical
industry is still very fragmented, while its production facilities are not as
efficient as the new worldscale plants being built in the Middle East and
Asia and its feedstock prices are relatively high. From a logistics point of
view, European production centres are effectively isolated islands with
poor connectivity between locations and only limited buffer capacity to
cope with short-term supply/demand fluctuations.  

Middle East and ethylene
The Middle East is another chemical-producing region of growing
influence, as Gulf nations seek to add value to their valuable oil and
natural gas resources. Although the Middle East only accounted for 2 per
cent of global chemical manufacture in 2001, said Dr Prätorius, it is
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rapidly becoming a strong force in petrochemicals. Ethylene production
capacity in the Gulf is forecast to grow at a rate of 10.1 per cent per annum
over the next 12 years, in contrast to figures of 4.2 per cent for Asia, 1.2 per
cent for Europe and 0.5 per cent for North America. By 2015 the Middle East
ethylene production capacity, at 33 million tonnes per annum (mta), will have
overtaken that of Europe (28 mta) and closed in on the North American figure
of 38 mta. By that time Asia will be a clear leader in ethylene production
potential, with plant in place capable of supplying 47 mta.   

With a limited local market, the majority of the Middle East’s expanding
production volumes will be exported. Asia - “the infinite sponge” - will
continue to be the primary import market for the next decade as the region will
not be self-sufficient in chemical production for the foreseeable future, despite
the new plants being constructed in China and elsewhere in Asia. Europe will
be the next biggest purchaser of Middle East exports, followed by the US. 

Time for European action
While the growing volumes of Middle East petrochemical exports will benefit
those LSPs providing intercontinental services, those serving only the intra-
Europe trade face a much less buoyant future due to the uncompetitive position
of the European chemical industry and its less-than-promising prospects.
“European chemical producers need to stop talking about possible solutions to
the problem, and start acting,” said Dr Werner Prätorius. “We need to scrap old
plant and replace it with new, more efficient production facilities. Furthermore,
we need to take this action on a pan-European, cooperative basis to ensure
that supply and demand is kept in balance and that the new facilities are
optimally located from a logistics point of view. 

“This means shared investments; innovations in technology, applications
and business models; supportive legislation; and proactive, coordinated
restructuring in which optimised logistics is given top priority,” continued
Werner Prätorius. “Supply chain costs will become a decisive factor in the
future success of the our industry in Europe and LSPs have a key role to play
in securing our future. Another essential ingredient in this revitalised European
chemical scenario of 2015 is the need to have the public on our side. We have
to continue to work to ensure that the man and woman in the street perceive
chemicals as beneficial and essential to our modern lifestyles.”   

PANEL DISCUSSION
BUSINESS CHANGE AND THE CHALLENGES FOR LOGISTICS

Following his presentation, Dr Prätorius was joined at the top table by four
other speakers for a panel discussion on “Business Change and the Challenges
for Logistics”. The participants were as follows:

Moderator:
- Michael Buerk, BBC TV

Panellists:
- Philip Browitt, Agility Logistics
- Dr Werner Prätorius, BASF AG
- Thomas Hoyer, Hoyer GmbH
- Dr Stefan Tostmann, European Commission, Transport & Energy Directorate (DG TREN)
- Kent Dolby, Elemica

To get the ball rolling, Philip Browitt, in his position statement, confirmed
that there are still plenty of opportunities for making improvements to Europe’s
supply chain management practices and that making use of these opportunities
offers the best hope of meeting the challenges facing Europe. The supply chain
improvements to be sought include increased collaboration amongst producers,
LSPs and customers; improved global integration; greater levels of
transparency; and the utilisation of modern IT systems. 

Thomas Hoyer told delegates that there is a basic contradiction in industry
attitudes to LSPs. On the one hand, enlightened producers regard them as partners
and key to solving the problem of inefficient supply chain management while, on
the other, many producers still see LSPs as being at the tail-end of the supply chain,
there only to effect the delivery of chemicals at the most competitive price. “It is
still the case that very few producers get the best out of their supply chains,”
stated Mr Hoyer. He also pointed out that while the number of LSPs serving Europe
may have come down from 365 about 15 years ago to 200 today, the sector is still
too fragmented and needs to be further consolidated.
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Dr Werner Prätorius agreed, saying that there needs to be more
standardisation and harmonisation amongst the ranks of chemical industry LSPs
to make them as efficient as the LSPs serving the automotive and retail sectors.
The BASF Petrochemicals Division president also admitted that there is room for
improvement in the attitude of Europe’s chemical producers towards their LSPs.
It stems, in part, from the past when manufacturing costs were relatively high
and distribution costs were low. Now, supply chain costs are a major item on
the balance sheet and there needs to be closer cooperation between producers
and LSPs to manage logistics more efficiently.       

Dr Stefan Tostmann told delegates not to be too gloomy when considering the
role of the European Union. Rulemakers in Brussels realise that chemical
producers must maintain a manufacturing base in Europe; that infrastructure
must serve industry and be the recipient of much more investment; and that
strong competitive pressures can help bring about change. Industry must
participate fully in the rulemaking process, including at a national level where
social policies are decided, in order to ensure that any changes bring maximum
benefit. The process of change for the better would be assisted, said the DG
TREN representative, if chemical producers managed the demand for logistics
services more wisely and provided their LSPs with a vision of exactly what is
needed from them.

Kent Dolby pointed out that one of the major challenges is the need to
integrate information systems. Too many companies have effectively become
isolated fortresses because they believe their IT system is best and they are not
willing to work towards connectivity with other industry participants.
Individual companies need to take an holistic approach and due note of what
others are doing. A good example of learning from others is Proctor & Gamble,
a company which has brought new logistics solutions into play as a result of
analysing the practices of some of their outlet customers such as Wal-Mart.

All the panellists agreed that the European chemical industry and its market
possess unique strengths and that the logistics solutions they identified will
help Europe maintain its competitiveness. The challenge will be to work
together to implement these solutions effectively. 

WORKSHOP
CHEMICAL LOGISTICS DRIVERS THAT WILL IMPACT THE FUTURE
The first day of the 30th EPCA Logistics Meeting concluded with a workshop
entitled “Chemical Logistics Drivers That Will Impact the Future”. The
participants were as follows:

Moderator:
- Michael Buerk, BBC TV

Panellists:
- Dr Hans-Jörg Bertschi, Bertschi, AG
- Joachim Prengel, BASF
- Jeffory Frayser, Chemical Industry Data Exchange (CIDX)
- Denis Tual, Atofina
- René Rostant, Iver Ships

Joachim Prengel led off the workshop with a description of separate
brainstorming sessions held in December 2002 by the Logistics Committees of
EPCA and the European Chemical Industries Council (CEFIC) to identify the key
drivers that will shape chemical logistics over the next 10-15 years. This was
followed by a collaborative session earlier this year in which both sets of ideas
were collected and the drivers ranked according to impact and degree of
consensus. 

Six key drivers were identified. Three - innovative business models, 
consolidation/collaboration and IT/technological innovation - can be shaped
by industry, i.e. chemical producers and their LSPs, itself. The other three -
legislation/taxation, infrastructure/congestion and safety/security/
environment - depend upon the action of legislators. For the latter it is
incumbent upon industry to participate in the rulemaking process to ensure, as
much as is possible, solutions compatible with the goals of industry supply
chains. 

“Against this background,” said Joachim Prengel, “if Europe’s chemical industry is
to be competitive with producers in other parts of the world in future, it will have
to continue to cut costs out of its supply chains and increase the level of service
offered to its customers.” He urged delegates not to forget one important detail -

3

56364_EPCAbrNIEUWSBRIEF_04  01/12/03  13:36  Page 3



logistics is not the only driver within a chemical production company. Logistics
solutions have to be established with the cooperation of all the other departments
within a chemical company as part of an overall business strategy.    

Denis Tual said that this spirit of cooperation needed to be extended out
beyond the chemical producer and LSP envelope to also encompass the needs
of the end customer. The optimum solution may be one that includes helping
customers upgrade their infrastructure to accommodate new product flows.
Hans-Jörg Bertschi pointed out that committed LSPs have considerable
experience and are in a position to suggest, encourage and offer innovative
supply chain management solutions to their chemical producer customers.  

Speaking on behalf of chemical tanker shipping companies, René Rostant
explained that a number of the leading ship operators within his sector had
invested heavily over the past decade in infrastructure, including storage
terminals and fleets of tank containers as well as ships, in order to be able to
offer full service packages on a partnership basis. 

“Despite this, the share of turnover stemming from the door-to-door services
offered by the major chemical tanker operators has never topped 6 per cent,”
said Mr Rostant. “There is a credibility gap between what chemical
producers say they want and the relationships they are prepared to enter
into. Producers need to realise LSPs are a resource, not a cost. There is much
to be gained from closer relationships.” Hans-Jörg Bertschi agreed with the
observation but pointed out that, from the Bertschi AG experience, such deeper
relationships take time to develop.

Representing the IT sector, Jeffory Frayser told delegates that the integration
of IT into its systems offers the chemical industry a means of reducing costs,
simplifying business, increasing product performance, enhancing service levels
and boosting safety. IT also streamlines communications across external
interfaces, such as those linking with LSPs. Global business and technology
standards need to be established if the full potential of IT is to be realised. 

In response, Joachim Prengel agreed that IT is an important and useful tool
but it is not, in itself, the key to success. In general, IT is not well-liked due
to its cost, the perceived complexities and the fact that people are still unsure
whether it will yield the promised benefits. Denis Tual added that IT
connectivity has still not reached a sufficient level to enable discernible
benefits. The cause of transparency is not aided by the incompatibilities
between the various IT systems in use, added Hans-Jörg Bertschi.

Looking at consolidation as a driver, all delegates agreed that the process has
slowed to a trickle in the past two years. René Rostant said that the strong
egos of the leading shipowners have not helped the consolidation process but,
in any case, it is difficult for shipowners to plan ahead because chemical
producers as a whole have not been clear in what they they require from their
LSPs in the sea transport sector. Joachim Prengel conceded that in the past
producers engendered an extremely competitive market by making cost the
decisive factor when choosing an LSP. However, with margins pared to the
bone, it is no longer possible to effect further savings in this way. Producers
need to adopt a new mindset, said Joachim Prengel, and look at ways of
cooperating with LSPs to make the supply chain more efficient.

Safety, health and environmental (SHE) legislation has always been a key
driver in chemical logistics, and will remain so in the years ahead. Joachim
Prengel told delegates that logistics costs in Europe were some 10 per cent
ahead of those in the US, primarily due to the added complexity of safety
legislation. It is incumbent upon industry not only to participate in the
rulemaking process but also, wherever possible, to pre-empt the need for
further legislation by implementation of its own good practices. The recent
work by the European Chemical Transport Association (ECTA) on behaviour-
based safety was highlighted as one of the latest in a long line of important
transport safety-based initiatives taken by the European chemical logistics
industry. Dr Tostmann said that some legislators are unaware of the chemical
industry’s safety commitment and the good transport safety record that has
been established. Industry must be proactive in carrying this message out to a
wider audience which includes rulemakers and the general public.

In summing up their session, the workshop panellists acknowledged that
identifying the outstanding chemical logistics problems and the most
reasonable solutions was relatively easy. There was even broad agreement
amongst the supply chain participants as to what these solutions should be.
The main challenge is in implementing these solutions. Effecting the
necessary change in management attitudes is perhaps the greatest single
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