UBEST'GREASES

TAKING THE PULSE OF
PorLanD’s LuBES M ARKET

Poland may not be among the first nations
that come to mind when considering the Eu-
ropean market. But in some ways it is among
the continent’s most interesting lubricant
markets.

Itis emblematic of the “new” and expanding
Europe, having joined the European Union in
2004. With a population of 38.5 million, it has
also become a destination for manufacturers
moving factories out of Western Europe in
search of lower labor costs — a trend of par-
ticular interest to lubricant marketers.

Poland also holds a few surprises for those
with impressions based on international
headlines. For one, despite its well-known in-
dustrial heritage, today it features primarily
a service economy. Whether due to the la-
bor turmoil in 1980 that bore the trade union
Solidarity, or the visions of Lech Walesa cap-
turing the presidency from the Gdansk ship-
yards in the early 1990s, images of Poland are
often tied to heavy manufacturing.

In fact, however, services account for an es-
timated 64 percent of national gross domestic
product, while the industrial sector accounts
for just 31 percent. In addition, Poland’s econ-
omy has gone from one of the most robust in
Central Europe to one that suffers from slow
economic growth and high unemployment.

Poland’s lubricant consumption mirrors
this economic profile. Approximately half of
the total lubricant demand of 250,000 metric
tons is consumed in the industrial segment.
Some of the end uses that are largest and re-
quiring the broadest range of products in the
Polish lubricants market are machinery man-
ufacture, iron and steel, coal mining, chemi-

cals, and shipbuilding.
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Poland is served — in large part ~ By Ian Butcher

— by two domestic lubricant com-
panies and a handful of global
players. The leading suppliers
are the Polish companies PKN
Orlen and Grupa Lotos.
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MARKETING MATTERS

Growing Auto FLEET

The country’s vehicle fleet has a range of
ages and makes that create a diverse market
for automotive lubes. Of the vehicles regis-
tered in Poland, about 40 percent are more
than 11 years old, and 20 percent are more
than 15 years old. Vehicles manufactured after
2002 represent less than 15 percent of the to-
tal population. However, in 2005 vehicle pro-
duction was reported at more than 600,000,
an increase of 4 percent from 2004. This in-
crease was observed for all types of vehicles
and lead by a strong internal demand.

Fiat is the leading automotive original
equipment manufacturer (OEM) in Poland,
with more than 46 percent of overall vehi-
cle production. Some models of the brand are
produced in Poland exclusively and then ex-
ported all around Europe. Volkswagen and
Opel follow, accounting for 25 percent and
21 percent of production, respectively.

The combination of old and new vehicles
requires engine oil marketers to find the right
balance between covering top and lower tiers
and avoiding too much product line complex-
ity. The range of OEMs requires the right
coverage of product specifications in any giv-
en package. The OEM lineup also creates in-
roads for some lube marketers. FL Selenia —
an Italian lube marketer with historical links
to Fiat — is active in Poland using the Fiat
lubricant brand.

LocaLs IN THE LEAD

Breaking down the market by supplier, Po-
land is served — in large part — by two domes-
tic lubricant companies and a handful of glob-
al players. The leading suppliers are the Polish
companies PKN Orlen and Grupa Lotos. Lotos
holds the leadership position in all three of the
key market segments: consumer automotive,
commercial automotive, and industrial. Orlen
is strong in commercial and industrial but it
lags in the consumer segment. Orlen and Lo-
tos are the only two domestic base stock re-
finers, and their finished lubricants positions
emanate partly from that status.
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Images of Poland are often
tied to heavy manufacturing.
In fact, services account for
an estimated 64 percent of na-
tional gross domestic product,
while the industrial segment
accounts for just 31 percent.

In contrast, several multinational lubricant
suppliers, none of which have a base stock
position in the country, have strong lubricant
positions in Poland. The list includes Exxon-
Mobil — mostly through the Mobil brand po-
sition — Shell, BP, and Total.

Richard Lucas, managing director of PMR
Consulting, summed up the market thus:
“Poland’s lubricants market — like others in
Eastern Europe and Russia —is rapidly grow-
ing, with plenty of opportunities for high val-
ue-added suppliers who know exactly what
their clients want and understand the com-
petitive landscape” (PMR Consulting, with
offices in Krakow, is Kline’s KnowledgeNet
partner in Poland.)

In both consumer and commercial lubri-
cants, the multinational suppliers have fo-
cused on top-tier synthetic lubricants and
other higher performance products. These
products have found wider acceptance in the
last two to three years due to changes in the
Polish vehicle population. The domestic com-
panies, although having the top-tier products
in their portfolios, have been competing in
the conventional space. **
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