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1.  INTRODUCTION TO REGION / COUNTRY II II

E————

Short description of region / country, GDP, population, surface, GDP/capita (1 page)

Hungary is a landlocked country located on main land routes between Western Europe and

the Balkan Peninsula, Ukraine and the Eastern part of the Mediterranean basin. The North-

South flowing Duna (Danube) and Tisza Rivers divide the country into three large regions.

tKS O2dzyiNEBQ& UGSNNIAY A& Yzadfteée FEtld 6AGK N
Slovakian border.

Basic data

Population: 10.0 million

Total area: 93,030 km2
Population density: 107 inh/km?2

The GDP per capita of Hungary is significantly below the EU27 average. The government
debt is relatively high, at 67% of GDP. The government budget was substantially in deficit in
recent years. The EU is the largest trading partner of Hungary, with Germany taking a clear
lead position (31% of exports), followed by Austria (7%). Unemployment has persisted
around the 8% level; Hungary's labour force participation rate of 57% is one of the lowest in
the OECD. The private sector accounts for over 80% of GDP. Inflation has declined from 14%
in 1998 to 3.7% in 2008.

Economic data

GDP (2007) 253,740 Y €
Government debt as % of GDP (2007) 66 %
Government surplus/deficit as % of GDP (2007) -4.9%

Short description of the region (written text)

2007
Inhabitants in Mio 0 200 298
Areain kmq 93.000

Gross Domestic Product in billion EUR:
2000 2001 2002 2003 2004 2005 2006 2007
54,54508 | 61,24432 | 67,55318 | 73,91202 | 78,56205 | 84,9473 | 54,54508 | 61,24432
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1.  INTRODUCTION TO REGION / COUNTRY II II

E————

Gross Domestic Product / capita:
2000 2001 2002 2003 2004 2005 2006 2007
1497272 | 1681168 | 1854347 | 2028898 | 2156542 | 2331819 | 1497272 | 1681168

1. The Introduction of the Region

¢KS LINP2SOG Aa (2 0S AYLISYSYGSR AYy a¥%i K2y
{TFGYSNB3I / 2 dzy (Rido regiyn. ThekrdadhisitddRed in the Northern Great
Plain statistical region. The study uses the geographicalterm2 ¥ aa %t K2y & FyR A G a
FNBlFaé¢ o6& YSFIyAy3a GKS F2fft2gAy3 AS23INIF LIKAOI f
- the territory includes 8 settlements belonging to the administrative regions of
%t K2y @& | YR Y AZiHdhy,NGygdrokske, ridzabézdéd;, tuzsér, Komord,
Doge, Fényeslitke, Kisvarda situated along the route of the major link of the N°100

railway network, which runs in parallel with N°4 trunk-road

- furthermore, it covers the settlements situated alongN°mmMm NJ Af f Ayl o06Si(¢
YR ¢ 2 NJ & 2 dzhitk Jikzaszéantiz@ron, Eparjeske, Tiszamogyorés, Benk,

Mandok, Mezéladany, Tornyospalca

Basic data

Population: 53 thousand

Total area: 84 km”

¢KS 3S23INILIKAOFET FFNBI RSTAYSR | ASb%RPEK2 ¥e KRY |
YR 1 &t NidlcdoyekiohsSHhdstatistical microrS3IA 2y 2F YA & @t NRIF A&
30 settlements. The majority of them are scarcely populated small villages with a population
0SU6SSY wmMHn YR &42YS (K2dzalyRa AYyKFEOAGFyYy(ac
population over 10n nn AYKFOoAGlIyGao G¥%t K2ye FyR AGa
75 000 people, covering 12% of the population of the county. The geographical area of all

the settlements makes 8,9 % of the total county area. In total, 48, 226 ‘people live in the

targeted area for development, that of 62 % of the population of the small regions.
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In terms of geography, the county is specific as far as the nature of the population growth is
concerned in comparison with the other counties. By taking into consideration the
population growth rate (per 1 000 inhabitants) at county (-1,73), at regional (-2,73) and
national(-o S pT1 0 f S@St asx GKS aidlidraitrada aKz2g
and in its surroundings than in other areas.

By comparing the statistics related to the economic activity of the population with the

aggregate data at the different territorial levels, the followings can be concluded:

The employment rate (30, 72%) is below the national average (55,0 %), it is even below the

regional (49,8 %) and the county averages (47,9 %). However, the economically inactive
population rate (including the unemployed and the dependants) is significantly higher
than the regional average, this statistical rate is slightly more favourable than the county

average.

In Szabolcs-{ T | (iBérbgNdunty the average education level shows a tendency to improve,
however the statistics (2006) give an evidence of the fact that the it is below the national
average. The rate of those not even finishing the first year in primary schools is the highest in
Szabolcs-{ T | (iBérbgNcbunty with a rate of 1,1 %, as opposed to the rate of 0,7 %
measured at the national level. Furthermore, the rate of the population finishing a
secondary school is the lowest. The rate of the population completing at least primary
education services ¢ including those belonging to the normal age-group for primary
education- is the lowest (83,8%) in the county. This rate is far below the national average,
therefore the proportion of the those not availing complete primary educational services is

the highest in this county.

In Szabolcs-{ [ (1B¥rkgNEdunty the proportion of the population completing secondary
education services under or above 18 is the lowest, which is again appears to be far below
the national average. The rate of those holding a university or a college diploma is lower
than the two thirds of the national average: in Szabolcs-{ 1 | {#B¥rkgMdthin the age-group
under 25, only 8, 3 % of the population holds a certificate institutions of the higher
education from zt K2y & |yR A& &d2NNRdzyRAy3Ia Aa-
European Transport Network, therefore it represents a strategically important area as

regards the accessibility to Ukraine and Russia. It is located along the major line of the
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1.  INTRODUCTION TO REGION / COUNTRY II II

E————

Budapest-b @ N NB F& KixijekeMoszkva N° 100 railroad, and it connects not only the

2Sal0 G2 GKS 9Frad Ay GSNya 2F GNIyaLRNIlFGA2)
connection with the capital and the neighbouring regions as well as with the county
headquarters. This route also makes part of the railway network of Corridor 5. In the

majority of the cases ¢ allowing for some exceptions- these lines are used for transporting

goods. The most frequently used lines are the major lines, the line N° 100 in particular.
bSOHSNIKSt Saasxs Al akKz2dzZ R 6S GF1Sy Ayid2 O2yaa
share of freight has tended to experience a decline in the favour of trucks.

In order to gain a global view on the characteristic features of the regional economy the
employment growth in the various sectors must be analyzed. According to the recent

statistics (2008) the employment rate in agriculture was significantly lower in the area than

it was as regards the national (5,3%), the regional as well as the county (7,8%) average. As

far as the industrial sector is concerned, the employment rate ((27%) does not reach the

averages measured at the other territorial levels (30-34%). At the same time, more than

75 % of the population is employed in the service sector, which is substantially higher than

the national average, moreover it is over the county average (65%) by 10 pp.

The rate of the entrepreneurial activity appears to be very low, in 2008 there were 88

enterprises for 1 000 individuals, as opposed to the national average amounting to 117

enterprises. What should be taken into consideration beyond the low entrepreneurial

activity rate is the fact that the enterprises suffer from the lack of competitively showing a

very low capacity for job-creation.
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2. DESCRIPTION OF CHEMICAL INDUSTRY II II
1 |

Short description of chemical industry (DG 24 + DG 25)

Turnover, employees, growth rates, perspectives, major companies,

chemical sites (3 pages)

The challenge of joining the European Union was a success with respect to the development
of the chemical industry, since by adopting the acquis communaitaire, the critical regulations

on environmental and labour protection including the sanitary regulations were successfully

integrated into the national system of regulations.

The reform regulation on chemicals and their safe use (REACH) aiming for extending the
range of hazardous chemical products was also discuessed and accomplished. Accordingly,
the new processes generated by the reform will lead to increase the expenses of the

chemical industry in the European Union.

The chemical industry in Hungary experienced a 6% growth in 2008, however a substantial
decrease is estimated in the future as the result of the global economic crisis. The decrease
is triggered in the manufacture of pharmaceuticals as well as the basic chemicals, hence the
demand in PVC and polyethylene reached its record decrease in the fourth quarter of 2008.
The prevailing capacities of the Borsod-Chem and the TVK could have contributed to
increasing the turnover of the chemical industry. In the long run, in harmony with the
investment cycles it is predicted that the sales return will increase gradually.

¢tKS OKSYAOFf AYRdzaOGONER ¢l & 2yS 2F GKS
however due to the recession in Europe, the sector experienced an economic downturn and
its development became less dynamic. In 2007 some branches such as the manufacturing of
the agro-chemical products encountered a decline of 18 %, which seemed to persist as far as
the production was concerned in 2008. In 2007 the highest production rates were achieved
in the manufacturing of pharmaceuticals by showing an increase of 18%. At the same time

the production of the manufacturing of basic chemicals has been stagnating for 3 years.

The major output of the chemical industry is directed towards Europe. The major source
markets are: Germany, Austria and the countries of Southern Europe such as France, Spain

and lItaly.

SWOT-Analysis Page 7/35
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2. DESCRIPTION OF CHEMICAL INDUSTRY I II
1 |

During the last four years the export in the chemical industry increased by 16 %, while the
import showed an increase of 12.1 %. In spite of the favourable results, the output of the

industry has showed a trade deficit since 1990 by amounting to 364 billion HUF.

30 % of the output of the chemical industry derives from the production of the petrol and
coke-making, 16 % comes from the manufacturing of pharmaceuticals as well as the
petrochemical industry (the production of basic chemicals for plastic). 14 % is due to the
production of the manufacturing of finished plastic goods. Furthermore, the priority
chemical goods include the following types of chemicals: fertilizers, pesticides, rubbers,
paints, chemical fibres, including the different groups of industrial gas and other chemical

goods.

The market structure of the different subsectors shows a fairly heterogeneous picture. As
far as the petrol industry and petrol chemistry are concerned, for the reasons for the
economies of scale, Hungary holds a monopoly, by facing only a minor import competition of
maximum one or two suppliers. The market of the production of fertilizers is characterized
by the oligopoly of small number of sellers as the result of the relatively high costs of the
market-entrance, and because of the existing economies of scale. Hungarian stakeholders

are in competition with companies from Ukraine and Romania.

In the category of the paint industry, no matter the fact that the costs of accession to the
market are more moderate, because of the existing economies of scale, the market structure

is marked by the oligopoly of 5-10 companies at the market arena.

The market segment of the pesticides - represented by few Hungarian companies- is very
much influenced by dynamic marketing and innovation strategies as well as by the strong

competition of the stakeholders from Western-Europe and from the USA.

The degree of the concentration of the market is the lowest in the segment of the
manufacturing of pharmaceuticals. It is dominated by more than a hundred, predominantly

foreign companies in spite of the imposed difficulties of accessing to the market.

With the exception for the petrol as well as the petrol chemical industry including the

manufacturing of fertilizers, the concentration of the market is continuously increasing in
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2. DESCRIPTION OF CHEMICAL INDUSTRY

the different branches of the Hungarian chemical industry, due to the dynamic purchasing

and fusions of the different companies.

In terms of profit, the different subsectors are heterogeneous. After 3-4 successful years, in
the context of a general decline of the petrochemical industry in Europe, according to the
emerging results over the last quarter of the year, the industry is estimated to experience a

decrease in terms of profit for the upcoming 1-2 years.

Due to the 15 % fall of the wholesale prices, the sales will substantially decrease this year, in
comparison with the results of last year (2008). The sustainability of the sector will be

secured by the export as it was so in 2009.

The revenues generated in the industry of fertilizers and pesticides show a decline by staying
under 10 % in 2009. The performance in terms of profit is lower than it is the case as far as
0KS AY Rdza dn¥@ngisicondendd. St 6 dzSimated that these trends will not change

noticeably in the following years.

The future of the chemical industry is significantly influenced by the oil price changes. In
parallel with the substantial increase of the oil prices, the petrol industry experienced a 20 %
increase in terms of revenues, however, in 2008 as the result of the oil price decrease, the
revenues fell back. Now this year, petrol production is stagnating in terms of quantity, at the
same time in terms of the revenue-making and profit, the performance of the industry is

estimated to show only a slight diminution.

Sectoral SWOT Analysis

Strength

Weaknesses

The petrol and the petrochemical industry

hold strong positions in HU.

The cheap oil from Russia means a
competitive advantage in terms of price as
opposed to competition from Waestern

Europe.

The leading oil companies enjoy a strong

Strong import dependence (the rate of
domestic raw material used in the petrol

industry is low, it hardly reaches 20%)

The Hungarian chemical industry is very
much exposed to the use of cyclical and

commodity-type products.

SWOT-Analysis
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2. DESCRIPTION OF CHEMICAL INDUSTRY
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liquidity and profitability.

The advantage of lower costs is due to the
lower wages. This is a compensation for the
long distances for transportation in order to

reach the European market destinations.

The leading companies of the sector are
qgualified to apply adequate strategies and
employ a

professionally acknowledged

management team.

Opportunities

Threats

Expansion in the surrounding countries by
purchasing companies ((BorsodChem-MCH?Z,

MOL-Slovnaft, INA. NIS? Zachem?)

Using the available

synergies (e.g.

INA_MOL).

The adaptation of innovative technologies

by individual producers.

Heading towards the development of new

products with added values.

In some years, the competitors from Serbia,
Romania and Ukraine may enter into the
Hungarian market by meeting the criteria of
Euro IV fuel norms. This process can be
speeded up by the presence of the Russian
at the market of the chemical

capital

industry in the surrounding countries.

The new environmental and sanitary

regulations may hold up the economic
performance almost in all the branches of

the Hungarian chemical industry.

2.2 COMPANY STRUCTURE — SIZE OF ENTERPRISES AND EMPLOYEES

Number of enterprises 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007
Manufacture of chemicals and 853 | 798 | 786 |731 |716 | 690 |670 | 655
chemical products

1-9 employees 802 | 750| 739 | 687 | 673 | 649 | 630 | 616

SWOT-Analysis
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10-49 employees 38 36 35 33 32 31 30 29
50-249 employees 9 8 8 7 7 7 7 7
250-X SYLX 2&8S5Sa 4 4 4 4 4 3 3 3
Manufacture of plastic and rubber 2655 | 2485 | 2513 | 2432 | 2398 | 2337 | 2284 | 2234
product
1-9 employees 94 | 2496 | 2336 | 2362 | 2286 | 2254 | 2197 | 2147
10-49 employees 45| 119| 112| 113| 109 | 108| 105| 103
50-249 employees 1 27 25 25 24 24 23 23
250-X SYLX 2&8SSa 0,5 13 12 13 12 12 12 11
Number of employees 2000 | 2001 2002 2003 2004 | 2005 2006 | 2007
Manufacture of chemicals and
chemical products 23721 | 21698 | 22372 | 21302 | 21302 | 20953 | 20767 | 20419
Manufacture of plastic and
rubber product 78279 | 71602 | 73828 | 70298 | 70298 | 69147 | 68533 | 67381
Explanations:
2.2 INTERNATIONAL TRADE
Export quota in % 2000 {2001 {2002 {2003 {2004 {2005 {2006 {2007
Manufacture of chemicals and 97,8 |98,6 | 94,3 | 95,3 |96,7 | 95,5 |94,3 |92,6
chemical products
Manufacture of plastic and rubber 22| 1,4| 57| 47| 33| 45| 57| 7,4
products
SWOT-Analysis Page 11/35




3. Needs for future actions and
improvements — Conclusions

Short description of transport infrastructure, road, rail, river, pipeline, Share of transported
goods between modes, major infrastructure, Regional integration in European Transport
Corridors

Hungary has a fairly good modal split from the environmental point of view: the share of the
road is substantially lower than the EU-average, both in passenger km (61%) and in freight
(60% of the ton-km).

The comparison of the modal split in passenger travel demand reveals a modest share of the
passenger car in Hungary, caused by the relatively low degree of car ownership.
Nevertheless, road congestion is an increasingly severe problem for the municipality of
Budapest.

Railway transport takes a relatively modest position (slightly higher than the EU15 average),
while bus transport is a dominant mode of public transport. Hungary has a modest share of

urban rail transportation of 0.8% of all passenger-km (slightly below EU15 average).

Actual and planned figures

Goods traffic according to transport modes - quantity

Goods traffic in Mio tons 2000 ({2001 {2002 {2003 |2004 |2005 |2006 |2007
Total 207 | 293 | 291 | 297 | 314 | 338 | 331 | 207
Road 129 | 217 | 214 | 213 | 228 | 50| 43| 129
Railway 50| 50| 50| 51| 50| 54| 53| 50
Inland waterway 3 3 2 7 8 7 8 3
Pipeline 24| 23| 25| 25| 25| 25| 25| 24

Explanations

Goods traffic ¢ performance in 1000 tkm (quantity * km):

Goods traffic in Mio tons 2000 [2001 (2002 {2003 |2004 2005 2006 {2007
Total 26| 30| 32| 36| 42| 48| 54| 26
Road 7 7 8 8 9| 10| 10 7
Railway 13| 17| 18| 21| 25| 30| 36| 43
Inland waterway 1 1 1 1 2 2 2 1
Pipeline 5 5 5 6 6 6 6 5

Explanations:
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3. Needs for future actions and
improvements — Conclusions

3.3 Road Transport

Short introduction about road transport and infrastructure in the region / country (graphs or
maps).

Infrastructure

The road network of Hungary is quite well developed. The density of the road network of
highways, main and national roads is 323 km/ 1000 km2, which is more than 3 times the EU-
27 average (91 km/ 1000 km2). The 31,000 km long road network caters for about 70% of
total road traffic. This network includes 1055 km of motorways and expressways, which is
only 73% of the Western European average of the share of motorways. In addition to the

national road network Hungary has also over 165,000 km of local roads.

Actual and planned road network in km in planned total
operation

Highway 1055 335 1385

State road 165 000 1276 166 276

Despite the strong expansion of the motorway in the past decade, the motorway network in
Hungary is still relatively underdeveloped. The density in Hungary is well below the EU-27

average.

| dzy 3 NBEQa NRIR ySGé2N] KIFa | NFYRAFE &idNHzOG dzN
include the shortage of river bridges and a lack of transversal connections. Apart from this,

considerable problems also arise from a radial road network, as peripheral regions have low

levels of accessibility to each other. Upgrading the main road network is necessary, as these

roads represent the dominant commercial/economic connections, at present and in the

future.

Road pricing is presently used as a regulatory measure only for motorways (virtual vignette

system). It is applied for both trucks and passenger cars. The previously introduced direct toll

collection system on main highways has been replaced due to the strong public opposition.
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3. Needs for future actions and
improvements — Conclusions

Competition has risen considerably in road freight transport, due to the growth of private
enterprises and the growing presence of foreign business interests in the sector. It will
nevertheless take a few modernisation measures, e.g. in the area of organisation, telematics
and regulation, to ensure the competitiveness of Hungarian road hauliers in line with the
objectives of the transport policy.

The road freight transport sector is now fully privatised, with all functions performed by
privately owned companies in an environment of free competition. Government
intervention is limited to taxes, fees, licensing, control, etc. It is presently reviewing such
interventions to bolster the positions of domestic carriers, as far as allowed by EU

regulations.
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3. Needs for future actions and
improvements — Conclusions

3.4 Railway Transport
Short introduction about railway transportation and infrastructure in the region / country
(graphs or maps).

Infrastructure

The 7,800 km long railway network, which used to have a dominant share in transport in the
past, also has a radial structure with Budapest as its centre. The network density is
significantly higher than the EU-25 average. The quality of the rail network is poor; on
average the network is not in a good maintenance state. The network has a speed limit on
nearly 40% of the lines due to the track condition, representing nearly 3,500 km of tracks.
The common 100 km/h speed is allowed only on main lines. Correction of this situation is
not sufficient, though, to strengthen the position if the railways. Changes in marketing and
operations of the lines will also be needed to make the railways more competitive with
respect to the road sector.

The Hungarian section of the TEN-T railway network is 2,729 km long, representing the
YI22NRGe 2F (GKS o0F0102yS ySUg2N]l ® a#z+
16% of railway lines have more than one track and 33% are electrified, compared to 41% and
48% respectively for the EU. Inthe mid-M pchn & = a # + reHabilityoOdidSdehnital
rationalisation programme to eliminate certain bottlenecks; its first main outcome was the
reconstruction of the tracks on the Budapest-Hegyeshalom (-Vienna) route. There are
FLILINPEAYF GSt&@ Tcn NI AT 6Fk&In térslofi shféy eduipreyft

Hungary is in the middle of the European league.

3.4.1 Actual and planned figures

Actual and planned railway network in km in total
operation

Main railroads - public 7 800 7 800

Standard gauge - public 7 460 7 460

Narrow gauge ¢ public 335 335

SWOT-Analysis Page 15/35

2 LIS NJ

w

~N



3. Needs for future actions and
improvements — Conclusions

Private 35 35

Total 7 830 7 830

The objective of the government is to improve the performance of the Hungarian railways by
investing in its infrastructure and signalling, and the modernisation of the rolling stock etc.
This has been assisted in recent years by the installation of modern safety devices, the
modernisation of traffic control, the electrification of the trunk network, the introduction of
modern passenger coach cars in intercity service and the removal of obstacles facilitate

handicapped access.

An important step has been the recent separation of trunk lines from regional (local) lines.
The regional network will incorporate secondary lines without national or international
significance, which fall outside the main arteries of passenger and goods flow. A total of
2,000-3,000 km of these lines has been relinquished to the regions and has become private
or local government property, along with the responsibilities for operation and financing.
These lines will serve local passenger and goods transport, as well as tourism in a simplified
yet safe operation scheme. The effect of this change has yet to materialise, but it may have a

positive effect on e.g. commuting services.

Intermodal (Ro-La) traffic was introduced in Hungary in 1992. In the first year 16,180 trucks
(accompanied) were carried on the rail network. In 2002, the number of trucks carried on
rail reached 107,000. Today 8-9 % of the total transit traffic uses the rail network; this traffic
is constrained by the availability of only 50 railway carriages suitable for carrying trucks. In
2002, the quantity of goods carried as unaccompanied traffic was 3.32 million tons; this is
almost four times more than thatin 1992, s KA OK NBLINBASy 0a MWIHESRIFI ax
traffic. At present 65 combined trains are operated weekly in three routes. Ro-Ro traffic was
1,800 units in 1992 and 13,200 units in 2002. This dynamic development of intermodal
transport shows that there is significant demand for this kind of combined transport by

international freighters. The sustenance and strengthening of this trend is stimulated by the

SWOT-Analysis Page 16/35



3. Needs for future actions and
improvements — Conclusions

EU-harmonised Hungarian regulation and government subvention of domestic intermodal
transport.

At present there are two Ro-La terminals (railway / road) in Hungary, one in Szeged-
Kiskundorozsma on the Serbia-Montenegro border and the other at Sopron on the Austrian
border. The former one handles trucks to and from Austria and Italy; the latter is the logistics

centre of Ro-La traffic towards central Austria.

Explanations:
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3. Needs for future actions and
improvements — Conclusions

3.5 Waterway Transport

Short introduction about railway transportation and infrastructure in the region / country
(graphs or maps).

Inland Waterways Infrastructure

There are currently about 1,600 km of navigable waterways in Hungary. Most commercial

GNI FFAO A& 2y GKS wWAOSNE 51ydzoS FyR ¢Aal T

river. The tendency in the 1990s was that traffic on the upper section of the Danube
increased with the inauguration of the Danube-Maine canal and the increasing importance
of European integration, while trade on the section of the Danube lower of the Budapest
stagnated, as a result of the Yugoslav crisis.

The technical parameters of the Danube section in Hungary, as part of the Helsinki Corridor,
(the Hungarian TINA network incorporates a 378 km section of the Danube and six ports) do
no meet the requirements for the traffic of EU self-propelled pusher crafts and pushed trains
of crafts. As a consequence, the possibilities offered by the Danube- Main-Rhine (DMR)
channel can be exploited only to a limited extent. Ship capacities can be utilised only up to
60 to 70% in the Hungarian section, as opposed to the 80 % to 100% utilisation rate in
Europe.

| dzy 3 NB Qa NA PSNI RS D Seht® dnl¥nfenfationa? via@rivdy dldngthe
Danube on the Hungarian section and common Hungarian-Slovak section of the Danube and
south of Budapest in such a way that vessels with a draught of 2.5 m may navigate without
immersion restrictions 300 days a year.

As a consequence of extreme water level fluctuations, as well as the locally and periodically
unfavourable navigation, there is no considerable traffic on the river Tisza; further

development is limited by the absence of modern ports.
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3. Needs for future actions and
improvements — Conclusions

Strengths and Weaknesses
Procurement
1. Procurement Lead Time for Raw Material and Intermediates
The majority of respondents clearly defined this factor as a strength arguing the fact that the
accessibility of the required inputs is optimal and suppliers keep the deadline while
transporting the demanded products.
2. The Suppliers’ Availability, Reliability and Flexibility
{AYAf I NI @& GKS NBaLRYyRSyGa Sgrfdad 6§SR (GKS adzL
high percentage to the category.
3. Collaboration Demand Planning
Opinion-formers consider collaboration as necessary during the planning period in particular,
GKSNBEF2NBE aO2ffl 02N GA2y LIXIFYYyAYy3ad o 6l a ARSY
4. Sourcing Strategies (global versus single)

Twice as much respondents classifiedtK S a O 1§ S32NE 2F 3JIf206Ff &adNF G
adaldNBy3aiKaég Fa dzyRSNI GKS a¢gSI1ySaasSaes | O02N
identified as factor of the the strengths. Nevertheless it should be improved since the
answers appeared to be fairly heterogeneous.
5. Research and Development of Sourcing Markets
S&aLRYRSyld Fda4Sa44SR UKS al OOSaaArocAatAade 2F
RSOSt2LIYSYd YR NBaSFNODK 2F a2dz2NOSYIFN] SGag o

6. Supplier Assessment and Management
Suppliers can be assessed and competed against each-other easily, therefore this factor was
gualified as one of the strengths.

7. Quality of Product and Packaging
The products are well-packed and precisely labelled, they can be clearly identified. Therefore
this category was evaluated as one of the strengths.

8. Terms of Payment and Delivery
Payments proves to be settled according to the required proceedings. The delivery takes
place subsequently to the event of ordering. Payment deadlines are kept. This category was
qualified under the title of the strengths.

9. Communication to the Supplier
Communication channels operate well. The ways and directions of the communication
channels are clearly defined. The companies of the chemical sector consider it as one of the
strengths.

Warehousing of Raw Materials, Finished and Semi-finished products

1. Safety Stock Level
The infrastructure of Safety Stock was assessed as good. Misappropriations generally do not
occur, hence the safety level was identified as one of the strengths.

2. Inventory Level
The inventory level of the industry was assessed as one of the strengths.

3. Returned Products
Products are frequently returned. The amount of the returned products is unreasonably high,
therefore it was qualified as one of the weaknesses.

4. Expired Inventory
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The amount of the expired inventory is also significantly higher than it is the case with other
products. This can be explained by the complexity of the specialized stocking technologies.
Therefore this category was assessed as one of the weaknesses.
5. Range of Inventory
It was assessed as one of the strengths, since there is a large scale of inventories.
6. Inventory Costs
Taking into consideration the fact that special methods for warehousing are necessary,
inventory costs are very high. Therefore this category was qualified as one of the
weaknesses.
7. Inventory Strategy
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8. Outsourcing of Warehousing
The rate of outsourcing of warehouses is higher than the average, hence it was qualified as
one of the strengths.

[e-N

Production Logistics

1. Complexity of the Production Processes
Production processes are well organized in the sector, they involve complete processes from
beginning to end, hence they were assessed as one of the strengths.

2. Occurrence of Damage in the Production Process
In the production processes the frequency of the occurrence of damage is unreasonably high,
the efforts t be made for decreasing these events are indispensable. This is identified as one
of the weaknesses of the industry.

3. Duration Production Change-Over/ Set-up
The change-over appears to be fairly difficult due to the complexity of the processes. It also
demands a longer span of time than in other sectors.

4. Utilization of Machines and Production Lines
The system is fairly automated. The degree of vertical integration is good. It was qualified as
one of the strengths.

5. Flexibility Within Production Processes
Production processes respond to the changes relatively well, their reaction time is quick,
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6. Production Costs
The production costs are fairly high, therefore their value expressed in price is high, which
may lead to financial difficulties and sometimes financial loss of the companies. Therefore
this factor was identified as one of the weaknesses.

7. Stability within production Processes
Production processes are stable. This is identified as one of the strengths of the chemical
industry in Hungary.

8. Scrap Rate
The scrap rate is unreasonably high, therefore this factor was identified as one of the
weaknesses.

Distribution and Transport
1. Delivery Time and Performance
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Delivery time was found appropriate almost in each case. It appropriately secures the
availability, the security and safety of products. Therefore factor was identified as a strength.

2. The Structure and Degree of Centralisation of the Distribution Network
The structure of the distribution network is adequate: the rate of the small-, medium-sized
and major service providers is proportionate, the division of work between the stakeholders
is adequate.

3. Playload Optimization
The quantity of freight is always defined in the context of the means of transport. The
customary practice is cost-efficient, therefore it was identified as a strength.

4. Distance to Customers
The place of production is fairly far from the place of consuming, therefore this factor was
identified as one of the weaknesses.

5. Mode of Transport
The mode of transport was evaluated as adequate in relation to the quality, the kind and
guantity of the products. Therefore, this factor was evaluated as a strength.

6. Freight Costs
Freight costs are high due to the required specialised equipments and the long distances.
This can be interpreted as a drawback for the sector, hence the factor was evaluated as one
of the weaknesses.

7. Disposition of Transports
The quality and the quantity of the available means of transport is adequate.

8. Consolidation of Shipments on Selected Products and Destinations
The factor was evaluated as a strength. In the majority of the cases the selection of the
products coincides with the selection of the destinations.

9. Distribution Processes
The distribution process is flexible enough in order to be able to adapt to the changing
circumstances.

10. Stability within Distribution Processes
This factor can be interpreted as one of the strengths with reference to the fact that the
agents of the process prove to be stable, the supply chain is not vulnerable.

11. Outsourcing of Distribution and Transport
The contacts with the subcontractors are adequate, there is enough confidence for making
appropriate conditions for outsourcing.

12. Communication and Coordination with Logistics Service Providers
The service providers operating in the logistics sector with the producers all aspire for
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The factor was evaluated as one of the strengths of the industry.

Planning and Controlling

1. Accuracy and Flexibility in Demand Planning
The accuracy and flexibility of demand planning is adequate. The mechanisms for the
prediction of the demands is operating well. Therefore the factor was evaluated as a
strength.

2. Accuracy and Flexibility in Supply Planning - Forecasting with Customers
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The accuracy and flexibility of the supply planning is adequate. The system is well-designed.
It is one of the strengths of the industry.

3. Accuracy and Flexibility in Planning of Inventory Levels
Since the mechanisms both for the supply and for the demand plannings are well designed
and easily predictable, the accuracy and flexibility of inventory levels follow suit. They can
easily adapt to the changing circumstances. The factor is interpreted as strength.

4. Accuracy and Flexibility in Production Planning
The operative and well designed system of demand-planning contributes to predicting the
production, therefore the accuracy and flexibility of production planning is flexible. It was
evaluated as one of the strengths of the industry.

5. Accuracy and Flexibility in Delivery Planning
The system of delivery planning was evaluated as one of the strengths of the industry. The
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planning.

6. Event management
Only few professional events were organized, nevertheless, the past and the prevailing
events were /are managed adequately.

Order Processing

1. The Accuracy of Time Delivery
The concerned stakeholders tend to keep deadlines. Time precision was evaluated as a
strength.

2. Order Fulfilment Cycle Time
This factor was identified as a strength, since the acts of ordering and the performance are
well-defined in the cycle, there was no occurrence of an inportiaonality of any kinds.

3. Coordinated Order-Processing
The orders are well managed, and their co-ordination by the service providers and the
producers proved to be excellent in the country.

4. Flexibility in Order-Processing
The cyclical nature of order-processing is treated well both in logistics and in the production.
It was identified as a strength.

5. Stability within Order-Processing

Information Logistics
The required IT technology - special equipments and software- are used by the agents of the
logistics sector in the every-day procedures.
PPS-System in Production Planning
ERP and MPR Systems in Procurement
ERP and MPR Systems in Inventory Management
Supply Chain in Event Management
6. Description of Chemical Logistics in Hungary
Railway
1. Location and Structure of the Railway Systems, Location of Terminals
The infrastructure of the railway network in Hungary is well developed; hence it can be
interpreted as an opportunity.
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2. Availability and Capacity of Railway Wagons
The availability and capacity of railway wagons is not satisfactory, hence it is a source of
threats.

3. Capacity and Efficiency of Terminals, Access to Terminals, State-owned Railway

Systems

The factors can be interpreted as opportunities.

4. Interoperability and International Standards
This aspect is evaluated as a threat, due to the fact that Hungary is lagging behind in terms
of applying the international standards.
Note: The poor quality and the state of the available railway infrastructure, as well as those
of the means of transport may appear as additional factors for sources of threats.

Waterway
1. Location and structure of the Waterway Network, Location of Inland Ports, Capacity

and Efficiency of Waterway, Access to Terminals, Availability and Capacity of Water
Vessels, Interoperability-international Standards
In general it can be concluded that domestic waterways are less developed in the country: in
terms of transport the River Tisza is not navigable. The Danube is navigable only from March
to May with the exception for the time of floods and at low tide. Using waterways for
transport and logistics was qualified as not relevant by the polled compl YA S& Ay %t K2y @
in the surrounding regions.
Nevertheless, in the long run, waterways may appear as a source of competition to the
companies operating in the logistics sector using roads and railways for transportation,
therefore, the use of waterways may represent threats. On national level, the development
of ports and waterways is indispensable for being able to enter into competition with the
foreign logistics companies in the future.

Roads

1. Location and Structure of the Road Network
The location and structure of the road networks is highly centralized as opposed to a more
synergic, and more favourable decentralized network structure. The factor was identified as
a source of threats.

2. The Capacity and Efficiency of Highways
The capacity and efficiency of highways are not satisfactory; they are in a very poor quality
of state. Their infrastructure needs to be developed.

3. Development of Increase in Road Toll
The majority of transport is taken place on minor roads in Hungary in order to avoid road
tolls. As the result of this attitude, transportation requires to be taken place through extra
distances, which contributes to damaging the environment. In order to solve this urging
problem, one solution could be to initiate road tolls on minor roads, however, a measure
alike would result in increasing the expenses of the logistics service-providers. Therefore, it
would also contribute to increasing the customer prices. This factor appears to be a source
of threats.

4. Interoperability- International Standards
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The degree of the application and compliance with the international standards is satisfying.
The appropriate initiatives have already been launched for interoperability. Therefore the
factor was evaluated as an opportunity by the polled logistics companies.

Note: The poor quality of state of the available road infrastructure has to be taken into
account as an extra factor for the SWOT Analysis. The quality of the road infrastructure is not
satisfactory, therefore it should be interpreted as a source of threats.

Intermodal Transport

1. Location, Structure and Capacity of Intermodal Nodes
There are a few number of logistics centres in the area. There is a considerable potential for
a further development, in particular, as regards the development of major junctions.

2. Handling Technology of Road-Rail-Waterways, Technology for Means of Transport,
Information and Communication Technologies in the Field of Intermodal Transport

Major developments are necessary in the areas mentioned above due to the poor conditions.
As regards the technology development in the field of information and communication in
the domain of logistics there are certain deficiencies. The IT system for turning the
Administrative Accompanying Document system into electronic is already in use. However,
the electronic system for tracing and tracking cargo is not yet customary, its use is sporadic.
The rate of the adequately filled in shipping documents is very low. According to the results
of the polls, these factors may appear as sources of threats.

3. Interoperability and International Standards
The factor was evaluated as an opportunity according to the polls with reference to the fact
that the appropriate initiatives for applying and harmonizing the international standards
were appropriately launched.

Piplines
1. Location and Technology of the The Pipeline Network, The Capacity and Efficiency
of the Pipeline Network

Safety and Security
2. International Safety Standards
The international standards are available, they are elaborated. The unified interpretation of
the safety and security standards of products in the field of chemical logistics is secured by
the application of the REACH and ADT standards. This factor was identified as an opportunity.
3. Tracking and Tracing of Cargo
The international standards for tracking and tracing cargo were already initiated, however,
the required infrastructure for GPS tracking solutions is not satisfactory, therefore this factor
was identified as a source of threats.
Economic Trends
Globally the current economic trends can provide opportunities for the logistics companies,
however they can mean threats for those operating only in the domestic market orin a
smaller unit of the market. As regards the sector of transportation ¢ being interpreted in its
narrow sense- the recent economic trends appear as sources of threats. In general, it can be
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stated that the capacity in infrastructure is good in the country, however the regulatory
environment and the regulations related to other sectors may impose difficulties on the
companies to stay at the market.

Market Concentration / Intensified Competition

The custom-house regulations are significantly stricter in Hungary than those are in the
other countries in the region. This fact can be a threat. Furthermore, it can be considered as
a further drawback to the Hungarian competitors that the prevailing system of sanctions is
stricter and the penalties are higher in Hungary.

Individualisation of Products and Services
This aspect appears to be as an opportunity due to the available infrastructure.

Eastern European Expansion of the EU

The majority of the respondents evaluated this factor as a positive impact on the chemical
industry in the region or in the country. In the event of the evaluation, this factor received
one of the highest scores as an opportunity.

Access to International Selling Markets (selling a procurement)

The majority of the respondents evaluated this factor as a positive impact on the chemical
industry in the region or in the country. In the event of the evaluation it was qualified as an
opportunity.

Actual World-Wide Development

The respondents evaluated this factor as a threat in the context of the global economic and
financial crisis.

Regional Economic Development

Considering the fact that Hungary is situatedoy’ I &Yl £ £ OGSNNAG2NBS>S GKS
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World-Wide Economic Structure

The available opportunities of the world-wide economic structure can be exploited by those
that are operating in the sector, and due to their own efforts they are able to exploit the
disposable opportunities both as far as the demands and the supplies are concerned.

For those just about to accede to the market-segments may have difficulties as the result of
the increasing concentration and competition in the market. Their accession may demand
high costs, therefore this factor was qualified as a threat by new stakeholders.

Regional Economic Structure
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Actual Regional Wage-Level Development

In the long run, it was clearly defined as a threat considering the supposition that in the
short run, to certain stakeholders the factor may prove to be an opportunity: the lower
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even in the short run, these conditions may represent disadvantages for the service-
providers and the employees.

Nevertheless, in the long run low wage levels may mean drawbacks both for the employers
and the customers as they may lead to decreases in the demands. Therefore, the factor was
rather identified as a source of threats. Furthermore, Hungarian companies may face
further difficulties with reference the fact that they pay higher rates and taxes than their
competitors in the surrounding countries. Due to the constant regulatory modifications, it is
very difficult to estimate the direction, the degree and efficiency of the developments.

Regional Development of Production Costs

The regional production costs keep increasing; therefore they can appear as a threat to the
logistics companies. As far as the customers are concerned they can bargain for lower costs
with the service-providers.

Sociocultural Trends

1. Demographic Changes
In the opinion of the respondents to the questionnaire this factor was qualified as irrelevant.

2. Educational Standards, Availability of HR in the Field of Logistics, Skills of

Employees

The accessibility to professional trainings and their standardization was qualified as an
opportunity in the market-segments. There is a great demand in the application of training
programs, since they had already been elaborated, they had already been accessible. They
are ready to be applied. With reference to the big demand in experts in the field, by using
the available standardized training programs, there is a solid basis for training the required
groups of experts.
With reference to a study carried out by the UN, the respondents stressed the lack of
qualified experts specialized in the logistics of hazardous chemicals, therefore they qualified
this factor as a potential threat.

3. Changes in Values, Intercultural Competences
In a heterogeneous cultural context like Central and Eastern Europe, a smooth co-operation,
based on the consolidation of common values may happen with difficulties. In general it can
be stated that the co-operation with the partners to the west of Hungary suffers from
certain deficiencies. A slight discordance of interests has been emerging with Germany and
Austria and Turkey.

Technological Trends
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1. Information and Communication Technologies, Innovation in Transports,
in transhipment, innovation in Warehousing and Storage
These factors were clearly identified as sources of opportunities by the respondents, with
reference to this, there are serious attempts to exploit these means for the purposes of
development.
2. Trends in Intercompany Collaborations
The polled stakeholders see the factor as a source of threats.

Environment and Energy

1. Climate Changes, Carbon-Dioxide Emissions, Accessibility to Non-renewable Energy

Resources

These factors were clearly defined as sources of threats with reference to the fact that they
have a serious impact on the logistics sector.

2. Accessibility to Renewable Energy Resources
According to the respondents, the researches on the issue may have a positive influence on
the extended use of alternative and environment-friendly fuels. Therefore, the results and
methods used in the domain may contribute to the decrease of damaging the environment
and enhancing the researching and the developmental activities in the logistics field.

3. Energy Costs
In the current economic context, a visible increase of energy costs can be experienced,
therefore, this factor was evaluated as a concrete threat.

Politics and Innovation

1. Internationalization of Transport and Traffic Related Laws and Regulations
The laws and regulations effective in Hungary may hamper the smooth implementation of
the necessary procedures applied in logistics. The international guidelines are more strictly
interpreted than they are adapted in the surrounding countries; therefore the Hungarian
companies tend to suffer serious drawbacks in the competition. Accordingly, the procedures
of logistics are very much held up by the interpretation and the administrative means of the
harmonization of the custom-house regulations. This attitude has a harmful effect on the
transport in particular, which demands an effective harmonization of the regulation not only
related to the transportation sector but to other fields (e.g. custom-house regulations).
Furthermore, a marked attention should be paid to the regulatory environment of the
countries to the East of the Schengen borders. Equally, there is huge difference in the
regulatory interpretations between the Eastern and Western parts of Europe. (The
regulatory environment for transporting hazardous chemical products was evaluated as
meeting the prescribed standards).

2. Prioritization of Traffic Infrastructure ,Issues within the Political Programs
Provided that the fact that the prioritization of traffic infrastructure will appear in the
political programs, it can be interpreted as an opportunity. According to the recent political
trends, the Government of the Republic of Hungary handles transport infrastructure
development as a priority. This is evidenced by the fact that a remarkable amount of EU
resources is devoted to this priority. Therefore, this factor was evaluated as one of the most
outstanding opportunities by the respondents. However, it was interpreted as a serious
drawback that policy-makers may reorientate the developmental targets and withdraw
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money from traffic infrastructure with reference to the decline of the available resources
resulting from the economic crisis.

3. Financing of Traffic Infrastructure Projects, Policy on Financial Subsidies in the Field

of Traffic and Transportation

Providing the fact that the projects are sufficiently financed, the prevailing policy on financial
subsidies in the field of traffic and transportation including infrastructure is identified as an
opportunity. The majority of the respondents stressed again the fact that the amount of the
available EU resources for infrastructure development may be shrunken in the context of the
restrictive economic measures. This could result in a major set-back for the sector. For the
moment there are sufficient resources for fulfilling the developmental targets, however
unified efforts should be made in order to sustain these financial conditions in the future.

4. Infrastructure Employment Costs
The evaluation coincides with the assessment under the title: Regional Wage-Level
Development

5. Public Acceptance of Infrastructure Projects
The factor of public acceptance of infrastructure projects was evaluated as a source of a
threat, since any kinds of infrastructure projects can be suspended even by a spontaneous
initiative, and they can be prolonged as the result of an incidental social resistance (e.g.
representatives of Green Politics, associations for the protection of the environment). (E.g. a
quality development of transport infrastructure that may have a negative impact on the
implementation of the required logistics procedures).

6. Prioritization of Passenger Traffic
The protection of passenger traffic is evaluated as a source of an indirect threat in the
context of logistics due to the tendency to protect passenger traffic as opposed to the
transport .

7. Integration of Land-use Planning into the Policy of Traffic Infrastructure
According to the results of the polls, the majority of the questioned stake-holders do not
consider the factor as relevant.

8. Cross-border Capacity Planning of Traffic Infrastructure Across the Carriers
The factor was clearly defined as a source of threats as the result of the emerging
contradictions in this matter in the field of transportation in particular (e. g. definition of
parity, difficulties caused by the provisions of the Schengen system (e.g. multi-hour queues
at the Schengen border).

Industry Sector and Competitions
Suppliers
1. The Degree of Concentration, the Level of Product Standardization, the Potential
for Forward Integration of Suppliers, the Relevance and Importance of the Industry
Sector for the Suppliers
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This factor was evaluated as irrelevant with reference to the fact that the degree of
concentration is not relevant in a small country like Hungary.
Customers
1. The Degree of Concentration, the Level of Product Standardization, the Potential
for Forward Integration, the Relevance and importance of the Industry Sector for
the Customers
This factor was evaluated as irrelevant.
Access to the Market
1. Economies of Scale, Product Differentiation, Brand Identity, Access to Channels of
Distributions
In general, it can be stated that bigger enterprises enjoy advantages as opposed to the
smaller ones in terms of the channels of distributions. Small and medium-sized enterprises
may suffer considerable drawbacks while entering the market.
To those already dominating certain segments of the logistics market, the advantages
resulting from the Economies of scale may represent an opportunity. They are more capable
in terms of product-differentiation and the development and expansion of brand identity
(for its being a matter of confidence). For those entering the market, these factors may
appear as a source of threats.
2. The Economic Policy of the Country
According to the opinion-poll of the stakeholders, in the context of the economic recession,
it can be interpreted as a source of a threat.
3. Available Subsidies for Enabling Market-Entrance
It is a source of threat with reference to the fact that the current system of available funds is
not sufficient to enter the market.
4. Cost Advantages of Existing Market Players
Entering the market may mean a financial challenge to those that want to join it newly,
therefore it was clearly identified as a potential threat for them. However, those already
dominating the market evaluated the factor as an opportunity.

Substitutes

1. Potential Product Substitution
The respondents clearly expressed a double side of product substitution. On one hand, from
outside logistics services can not be easily substituted due to the imposed barriers, on the
other, within the industry product substitution can be easier. All in all, the opinion poll gave
an evidence of the fact that the degree of potential product substitution is estimated as low
due to the prevailing entrance-barriers’

According to the pollls, the market of chemical logistics was charatcterised as a close market. The
barriers the companies are faicing with while acceeding to the market were estimated high due to
the high costs of substitutionability. However, within the industry itself, substitutonability is easier
due to the similar conditions. This is the reason why competitivity is a premordial factor for the

stakeholders of the industry.
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According to the careful analysis of the chemical logistics industry, the range of services is complete
and the offers almost completely respond to the demands of the market. Service-providers show
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the fact that the number of the occurrence of returned products and the rate of bad performance is

high. This should be improved in order to optimize the performance of the supplycchain.

The polls on the opinion of the entreprisies specialised in logistics and shipping find that they are to
face bleak prospects in the near future. Almost each sector is likely to suffer from short-term
production declines, which is likely to be compensated by a minor increase according to the mid-
term forecasts. In the long-run forecasts tend to indicate favourable results, which fact is also

supported by the results of the opinion polls.

Developments are financed from EU funds until 20013, however, stakeholders presume that the
planned developments may suffer from a major setback in terms of financing due to the impacts of
the financial and economic crisis as well as the financial cuts imposed on the industry by the

Hungarian Government.

SWOT-Analysis Page 30/35



3. Needs for future actions and
improvements — Conclusions

It appears as an imperative to elaborate a logistics strategy specific to the chemical industry that will
outline the major infrastructure developments and their financial background. Or else, these ideas
should be included in the chapetrs of the logistics strategy, which is recently being under social
debate. As regards the logistics industry entreprises in terms of supply management do well. This
practice was evaluated as a source of strengths due to the fact that the resources and the supplies

are easily accessible’

The quality of the infrastructure of warehousing and storage is satisfactory. However, due to the low
standards of the applied technologies the costs are fairly high. Technological innovations should be

launched, and more financial resourecs should be made available for this purpose.

The level of Inverse logistics is not adequately developed and its vertical integration is not sufficient,
which results in high costs. The production is expensive due to the high fixed and historical costs. This
leads to the realization of high added value in the industry, to which the diffrent procedures related
to logistics also contribute. Changes of any kinds are time-consuming and demand labourous efforts,
therefore any specialisations may lead to the major cuts of the expenses. It could be an acceptable
solution that the different stakeholders and lobby groups should make a committment to initiate

changes or specialised clusters should be formed to co-ordinate the initiated changes.

As regards the different procedures related to the transportation and logistics of the chemical
industry, a heterogenious picture with a double face can be revealed. No matter the fact that the
level of the accessibility to the means of transport is satisfactory, the expenses related to
transportation are very high due to the returns characterized by high historical costs and a high

value of goods.

Unfortunately the public procurement of trains, cars and carriages are non-eligible for EU funds. (In
order to change this aspect of the regulation a unanimity of all the member states is required). The
distribution chain is optimal, however it is one of the most important challenges for the stakeholders

to reduce costs and economize with the time.
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According to the opinion polls ¢ carried out in the form of personal interviews - it can be stated that
planning and controlling systems operate well in the industry, the level of the applied information
technology is also satisfactory. At the same time, some studies specific to the field found that in
certain cases such as warehousing and storage the use of IT was not sufficient in the event of the
every-day operations. This aspect of the industry has to be developed. In our opinion a more
emphatic role should be attrbuted to the professional organisations operating in the examined areas
in order to be able to develop and disseminate information on systems alike. In order to set up a

required system, the appropriate financing, including a system of subsidies, is already available.

The development and the further improvement of the transport infrastructure as well as the
financing of infrastructure projects appear to be sources of threats in Hungary. The different interest
groups of the industry should strive for a better lobbying in the interest of setting up and

implementing such projects.

The quality of transport infrastructure is not satisfactory in Hungary. The railway system is fairly
deteriorated. As regards road and pipline infrastructure, as well as the infrastructure of inland
waterways, they are underdeveloped. The development of transport infrastructure is premordial in
order to remain competitive in the region and to be able to avoid major setbacks in the copmetition

with the neighbouring countries.

The quantities of freight flowing through pipelines and carried on waterways is not relevant in
Hungary. The degree of harmonization of the railway network with the international network system
is very low, at the same time there are significant initiatives for harmonization and following the
international standards. Both national and international organizations should make more efforts to
make the general use of international standards more customary as well as to take initiatives for

harmonizing the different logistics and transportation procedures.

The globalization of the market is evaluated as an opportunity for themarket of the industry. Due to
the enlarged market the diffrent satkeholders would be able to enjoy a bigger market-share, at the

same time because of the firm entry barriers the chances for substitutability are limited.
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The mid-term decrease of the number of the potential service-providers may result in a close

competition, which will have a positive impact on the standards of services.

It should be taken into consideration that the industry of chemical logistics needs substantial Human

Resource Development, the challenges in demography demand immediate actions in particular.
The initiatives for standardization on international security in the field of logistics have already been

launched, the standards are elaborated such as the system of REACH and ADR, however their

adaptation on national level is not complete in Hungary. This requires a unified action.

SWOT-Analysis Page 33/35



