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2008 was a poor year for the Finnish
chemical industry. Despite some hints
of slackening activity, nothing prepared
the industry for the sudden death

of demand at the end of the year.

In the spring of 2009, the situation
improved only slightly.

The sudden death
of demand took the
industry by surprise.
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Finnish Chemical Industry in 2008

SUDDEN DEATH

of Demand

Pasi Ahde

As demand collapsed only very late
in 2008, yearly figures describing the
Finnish chemical industry suggest no big
drama. Unfortunately, this will probably
change when 2009 figures become
available.

According to Manufacturing Statistics
by Statistics Finland, the gross output
of the chemical industry in 2008 was
€19.9 billion, value added €3.4 billion
and the number of people employed 35.8
thousand.

Relative to Finnish manufacturing as
a whole, the chemical industry produced
15.5% of the gross output, created 11.0%
of the value added, and employed 9.5%
of the work force.

Measured by gross value of production
and work force numbers, the volume
of operations as a percentage of total
manufacturing increased, but it remained
unchanged when measured by value
added.

In 2008, the gross value of production
was boosted by expensive oil, as prices
of oil products and some basic chemicals
followed the price of crude oil. Considered
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together with the increasing number
of personnel, the poor development of
value added probably means that the
profitability of the chemical industry has
deteriorated. However, there is no more
detailed information available, as the
data from the yearly profitability study
of the Chemical Industry Federation of
Finland is not available.

Measured in terms of gross output,
production of petroleum and coal
products (primarily petroleum refining)
strengthened its position as the largest
sub-sector of the Finnish chemical
industry, followed by production of basic
chemicals.

In value added terms, the largest sub-
sector was production of basic chemicals,
followed by plastic products and medical
products. The largest employer is the
plastic products sub-sector, while basic
chemicals comes second.

Production decreased

Measured by the value added data of
the Finnish National Accounts, the

production volume of the chemical
industry was 8.4% lower than in 2007.
Different statistics give a slightly
different picture of this development.
Measured as gross output at constant
prices, production increased by 1.3%.

During recent changes in statistical
methods, the quality of the Finnish
value added statistics was compromised.
In the case of the chemical industry,
gross output at constant prices is a more
reliable indicator of production growth,
indicating that the chemical industry
grew more or less on par with the GDP.

According to the Finnish National
Accounts, there were some differences
in growth rates between the main sectors
of the chemical industry. Measured
by gross output at constant prices, the
1.3% production growth is mostly due
to rubber and plastic products, where the
growth was 4.9%.

In oil refining and basic chemicals and
chemical products, the growth figures
were barely positive. Gross output at
constant prices increased by 0.3% and
0.5%, respectively.
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Personnel in the Finnish chemical industry in 2008
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Employment increased

According to Manufacturing Statistics
by Statistics Finland, the number of
persons employed in the chemical
industry increased by more than 300, or
about 1%, totalling 35,791 persons in
2008. The increase mainly occurred in
oil refining.

Unfortunately, at least part of the
increase was based on an overly optimistic
picture of the future development of the
demand for chemical industry products.
Layoffs during the first eight months of
2009 have more than offset the increases
in 2008.

New investments by the chemical
industry in plants and equipment was
€471 million, down from €1,258 million
in 2007. This great decline was mostly
due to smaller investments in oil refining,
but investment decreased in other sectors,
too. However, the decline does not yet
reflect the recent recession but was only
areturn to normal levels after a few years
of above-average investment activity.
Consequences of the recession will be
seen in 2009 investment statistics.

Due to rising oil and energy prices,
the price increase for chemical industry
products was fast, especially in oil
products and basic chemicals. Prices of
rubber and plastic products increased
only 2.1%. This was less than general
inflation, which was 4.1%.

Growth in value of exports

According to the Finnish Board of
Customs, the value of exports of
chemical industry products increased
by 14.1%, totalling €10.5 billion. The
growth was mostly due to higher prices
for oil products. The value of exports
of chemicals and chemical products
increased too, but exports of rubber and
plastic products declined.

Finland’s  neighbours Sweden
and Russia are the most important
destinations for the exports of the
chemical industry. Exports to the USA
also surpassed the limit of one billion
euros. Countries around the Baltic Sea
seem to be strengthening their position
as targets of exports, and both Poland
and Germany are now among the most
important export countries.

However, the exports started to decline
rapidly after summer 2008. The trough
was reached in January 2009, when the
value of exports was only half of the peak
value reached the previous summer. 0

The writer is Economic Counsellor
at the Chemical Industry
Federation of Finland.
pasi.ahde@chemind.fi
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Exports of the Finnish chemical industry
by product group in 2008
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Value added of the Finnish chemical industry in 2008
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