
oxfordbusinessgroup.com

Covid-19
Response
ReportMXJanuary 2022

EVONIK INDUSTRIES DE MÉXICO



Mexico January 20222 OBG Covid-19 Response Report

CONTEXT

Why was the impact of Covid-19 so severe? 

2020 was marked by unprecedented 
declines in global growth figures. IMF 
projections ranged from -4.9% to -3.3% 
throughout the course of the year, largely 
due to partial or total lockdowns involving 
more than half of the global population – 
some 3.9bn people – at the onset of the 
pandemic. By October 2021, as economic 
recovery gained momentum worldwide, 
the IMF revised global growth estimates 
to 5.9% in 2021 and 4.9% in 2022: figures 
that reflect additional fiscal support in 
some large economies and expanded 
vaccination efforts. However, the threat 
of new variants generate uncertainty 
around when the pandemic will be fully 
overcome, while the International Labour 
Organisation assesses that employment 
growth will be insufficient to make up for 
crisis-related job losses until at least 2023.

CONSEQUENCES
Covid-19 quickly spread around the world 
during the first months of 2020. As such, 
policymakers and business leaders across 
all fields have been forced to adapt to a 
constantly evolving socio-economic situation 
and formulate plans to respond effectively to 
challenges. In particular, these plans have been 
twofold: to shore up the economy and protect 
the health of the population. The pandemic 
disrupted global supply chains, closed borders 
and severely restricted the movement of 
people, possibly causing permanent changes 
to consumer behaviour, business processes, 
international travel and value chains. In 
addition to this more tangible, physical 
disruption, the wider business environment 
has been affected by companies, governments 
and individuals operating and consuming in 
entirely different ways, often aided by the 
rapid acceleration of digitalisation initiatives.

The first case of Covid-19 in Mexico was 
confirmed on February 27, 2020 – 15 days 
before the World Health Organisation 
(WHO) officially declared the outbreak a 
pandemic on March 11. The virus spread 
to the rest of the country over the course 
of March 2020, with Mexico City being 
the epicentre throughout the entirety 
of the pandemic. Mexico passed the 
milestone of 2m cases in February 2021 
and became the third country in the world 
to reach 220,000 deaths on May 15, 2021. 
By November of that year, the country’s 
death toll had surpassed 292,000 and the 
total number of cases 3.86m. Although 
vaccination penetration had reached 
nearly 43% of the population, or around 
56m people, and 85% of adults by October 
2021, these figures were lower than the 
rates in neighbouring countries.

MEXICO
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Covid-19 led to severe disruptions across the global 
economy and created barriers to international trade

Covid-19’s high rate of contagion 
caused unpredictable challenges, 
prompting governments to 
implement severe restrictions to 
contain the spread of the virus. 
This led to a sharp slowdown in 
global economic growth and trade. 
As production and consumption 
declined globally, world merchandise 
exports were projected by the WTO 
to have contracted by 11% year-
on-year (y-o-y) from January to 
September 2020. While the trade of 
manufactured goods, fuel and mining 
products contracted markedly, 
exports of agricultural items were 
more resilient, with a y-o-y decline 
of 2% in the third quarter of 2020. 
The disruption to global trade forced 
logistics firms to evaluate costs and 
adapt operations to survive.

Cross-border contamination 
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What was the state of Mexico’s economy before 
the Covid-19 pandemic?

How did Mexico’s economic performance fare in 
comparison to the region?

What are the challenges and opportunities 
faced by the Mexican chemical sector?

How does the chemical industry align expansion 
with ESG principles?

To what extent does the growing sophistication of 
manufacturing necessitate rethinking corporate 
digitalisation strategies?

What nearshoring opportunities exist for Mexico 
as a result of the US’ post-pandemic recovery?

ReinventionResilience
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REINVENTIONRESILIENCE

Quarterly real GDP growth in Latin America, 2019-20 (%)
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Sluggish growth in 2019, 
government austerity measures and 
a drop in oil prices in early 2020 had 
all placed Mexico’s economy in a 
weak position prior to the pandemic 
– a scenario further highlighted by 
five straight quarters of economic 
contraction. Although the country 
had managed to attract global 
investment and position itself as 
an international manufacturing 
centre, strict fiscal austerity policies 
and related government decisions 
had a negative impact on private 
investment. Mexico’s position was 
not unlike its regional counterparts, 
as economies across Latin America 
cumulatively grew by less than one 
percent in 2019, reaching their 
lowest growth in seven decades 
during the 2014-20 period. 

Pre-pandemic headwinds

Mexico’s growth was sluggish heading into the 
pandemic due to a slowdown in the global economy
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REINVENTIONRESILIENCE

Source: BASF

In 2019 the global chemical industry 
faced a slowdown driven by lower 
demand and excess capacity. Latin 
America mirrored these trends, 
and its chemical sector entered 
the pandemic facing shrinking 
margins, unutilised capacity and 
sluggish demand. Mexico’s chemical 
industry serves 96% of the country’s 
manufacturing sector, yet only 
has the capacity to meet around 
one-quarter of domestic demand 
due to feedstock scarcity. Pemex, 
the national oil company, has seen 
declining production rates of 
basic petrochemicals and reduced 
indigenous gas supply, all of which 
impact the petrochemical supply 
chain and contribute to a $32bn 
import deficit across Mexico’s 
chemical industry. 

Supply chain bottlenecks

The chemical industry faced weakening 
global demand throughout 2019

Total revenue of the global chemical industry
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Economic growth in Mexico flattened in 2019 
as a result of the global slowdown and lower oil 
revenue. However, the country’s macroeconomic 
fundamentals and position as an export-driven 
manufacturing centre remained intact.

Mexico’s economic performance mirrored that 
of most Latin American economies, which grew 
at their lowest rates in seven decades in the 
years leading up to the pandemic.

In tandem with a sluggish global economy, the 
chemical industry faced a slowdown driven by 
lower demand and excess capacity. Despite this, 
Mexico has the capacity to meet one-quarter 
of local demand due to feedstock scarcity, and 
continues to depend largely on imports.

How does the chemical industry align expansion 
with ESG principles?

To what extent does the growing sophistication of 
manufacturing necessitate rethinking corporate 
digitalisation strategies?

What nearshoring opportunities exist for Mexico 
as a result of the US’ post-pandemic recovery?

ReinventionResilience
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Lorem ipsum dolor sit amet, 
consectetur adipiscing elit. Etiam 
sit amet urna enim. Nullam id lorem 
finibus lectus efficitur imperdiet. 
Maecenas sagittis est mi, sed 
gravida quam efficitur tempus. 
Lorem ipsum dolor sit amet, 
consectetur adipiscing elit. Proin 
vulputate sagittis lectus, mollis 
condimentum tortor hendrerit 
nec. Proin elementum nulla felis, 
ut posuere est scelerisque ac. 
Quisque a efficitur erat. Donec 
aliquam quam vel vestibulum 
bibendum. Maecenas eget dapibus 
tortor, id cursus mauris. Mauris ac 
felis risus. Interdum et malesuada 
fames ac ante ipsum primis in 
faucibus. Vivamus faucibus ut 
libero sed aliquet. Phasellus orci mi, 
posuere eget mi ac, tristique. 

Title

REINVENTIONRESILIENCE

As one of the largest subsectors 
within the global manufacturing 
ecosystem and with a wide presence 
in consumer markets, it is essential 
for the chemical industry to establish 
a predictable supply chain and robust 
transport processes to strengthen 
reliability and planning security 
when moving dangerous goods or 
valuable chemical products. Since 
the pandemic shook value chains 
and drastically changed consumer 
behaviour, it generated high pressure 
for chemical enterprises to manage 
the impact on stocks and flows, 
driving investments and strategies to 
optimise production management to 
match shifting demand and diversify 
supply routes to guarantee the 
availability of consumer goods.

Improving logistics

Source: EY

Disrupted supply chains and successive global shocks have led 
to more robust, diversified and digitalised supply chains
 

39.6% 40% 30% 20% 21.7%
average level of transport 
logistics digitalisation 
across all industries

average level of transport 
logistics digitalisation in the 
chemical industry

reduction 
in idle and 
waiting times

reduction in average 
loading and unloading 
times

projected compound annual 
growth rate of the digital logistics 
market from 2020 to 2025

Enhanced supply chain 
visibility

More efficient and 
reinforced resilience

Reduced cost and 
administrative burden

New business-generation 
opportunities

Streamlined choice of 
transport services

Enhanced transport and  
event management

Increased load factors and 
asset optimisation

Lower emissions and more 
circular economy benefits

Benefits from digitalising logistics
EY DigiChem 2020 Survey
Chemical companies in North America  

0 10 20 30 40 50 60 70

Impact over the next three years (%)

Current status of implementation (%)

PRODUCTION & 
QUALITY MANAGEMENT

SUPPLY CHAIN 
PLANNING

CUSTOMER SERVICE

SALES & ORDER 
MANAGEMENT

LOGISTICS & 
DISTRIBUTION

To what extent will operational competitiveness be a�ected 
by digitalisation in the next three years?
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Chemical enterprises expect to capitalise on their 
digital investments to capture new opportunities 

Due to heightened competition, 
the reduction of product life 
cycles, greater demand for product 
customisation, commodity price 
volatility, changing regulatory 
requirements, and evolving supply 
and demand dynamics, chemical 
enterprises are turning to digital 
capabilities to streamline their cost 
structure and real-time decision-
making ability. The adoption of 
technology is being accelerated 
in line with business priorities 
that affect all aspects of the value 
chain, from raw materials to end 
users. Chemical firms will leverage 
technology to extract more value 
from current resources and assets, 
anticipating longer-term trends 
in the consumer markets and 
industries they serve.

The digital shift

12% savings in 
operational 
costs

$45bn-  
  65bn

additional revenue 
that early adopters 
of digital tools 
can capture from 
competitors

30% increase in 
production

90% improvement 
in product 
quality

55% drop in 
unplanned 
shutdowns

3-5% improvement 
in return on 
sales

Potential benefits from digitalisation in the chemical sector

EY DigiChem 2020 Survey
Chemical companies in North America
How would you assess the current status of implementation 
of digitalisation projects in your company?

0 10 20 30 40 50 60 70

>$10bn revenue 

$2.1bn-$10bn revenue

$100m-$2bn revenue

<$100m revenue

Status of implementation (%)

0 10 20 30 40 50 60 70

Distribution & 
services

Agricultural chemistry 
& seeds

Fine chemistry 
& life sciences

Specialty &
 industrial chemicals

Polymers & plastics

Basic chemicals & 
petrochemicals

Business Opportunities through Digitalisation

Digital investments can enable chemical companies to unlock over $200bn of value by reducing costs, which can drop by 
between 15% and 50% through greater use of e-commerce, the digitalisation of processes and the deployment of big data 
to best allocate salespeople or strengthen decision-making. 

Such measures also lead to improved interactions with customers through online sales channels, which offer advanced 
analytics to pre-empt customer churn, identify new leads, foster loyalty and enable upselling. Better engagement can 
increase customer satisfaction by as much as 20-30%, while administrative costs can drop by as much as 60%.

The application of technology to marketing and sales can further aid the chemical industry to improve pricing by 
introducing a price engine that factors in data from plant utilisation, storage levels and real-time customer demand. On 
average, companies can increase their margins by 2-3% of return on sales by shifting from traditional margin management 
to digitally enhanced methods.

Commercial opportunities

Facing margin pressure and growing competition, chemical manufacturers seek digital transformation to not only 
optimise their costs, but upscale their operations and obtain end-to-end visibility across the value chain.

To enhance asset reliability and performance, digitally enabled plants integrate production optimisation, energy efficiency, 
improved waste management and worker safety, all of which contribute to streamline processes and boost productivity. 

Through Internet of Things (IoT) infrastructure, chemical enterprises can enable track-and-trace capabilities and integrate 
predictive analytics to optimise their decision-making. 

Operational opportunities

REINVENTIONRESILIENCE
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The global chemical industry is seeking  
to raise ESG standards further

The chemical industry is doubling 
down on its sustainability 
ambitions. A growing appetite for 
responsible investments, stricter 
compliance standards and more 
climate-conscious consumers are 
necessitating measurable progress 
across industries. Given their large 
presence along the manufacturing 
value chain, chemical companies 
hold large potential to deploy 
climate strategies aimed at 
renewable energy integration, 
CO

2 reduction, better waste 
management and circular economy 
practices. As a result, corporate 
performance should be measured 
on – and rewarded for – adherence 
to strict and comprehensive 
environmental, social and 
governance (ESG) principles.

Shifting consciousness
Target Year Company CO2 Reduction

Comparison 
Year

2025 Air Liquide 30% 2015

2025 Evonik Industries 50% 2008

2025 Covestro 50% 2005

2025 SABIC 25% 2010

2025 Shin-Etsu Chemical 55% 1990

2028 Linde 35% 2018

2028 Lotte Chemical 26% 2013

2030 Braskem 58% 2008

2030 Mitsui Chemicals 25% 2005

2030
LyondellBasell 
Industries

15% 2015

2030 Solvay 26% 2018

2030 Toray Industries 30% 2013

2050 Sumitomo Chemical 57% 2013

2050 Chemours Carbon Negative

2050 Dow Carbon Neutral

2050 DuPont Carbon Neutral

2050 Sinopec Carbon Neutral

2050 Eastman Chemical Carbon Neutral

2050 Mitsubishi Chemical Carbon Neutral

2050 Reliance Industries Carbon Neutral

Environmental Pressure level

Recyclability 4/4

Pollution and emissions 3/4

Hazardous waste 2/4

Raw material consumption 2/4

Social Pressure level

Product quality and safety 4/4

Community relations 3/4

Plant health and safety 2/4

Governance Pressure level

Regulatory requirements 3/4

Board oversight 2/4

Compensation 1/4

Low pressure High pressure

Top ESG pressures for chemical companies Key ESG investment factors
Environmental

• Regulatory breaches and fines
• Commodity/raw material procurement
• Natural resource management
• Hazardous waste and toxic chemical 

disposal/clean-up
• Carbon emissions: measurement and 

reporting
• Climate change risks and opportunities

 
Social factors

• Labour practices and employee relations 
(e.g., living wage disparity, discrimination, 
child labour)

• Health and safety of employees and 
products

• Diversity (e.g., gender, race, etc.)
• Local communities and conflict resolution

 
Governance factors

• Shareholder rights

• Board structure and independence

• Executive compensation

• Accounting standards and independent 
audits

• Business ethics and anti-corruption

Carbon-reduction targets of 20 major chemical companies

REINVENTIONRESILIENCE
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Sources: INEGI; CBRE

An attractive proposition

Nearshoring in Mexico is an 
increasingly popular prospect 
for global firms as a result of a 
shorter supply chain with key 
consumer markets, duty-free 
imports, streamlined import-
export processes and more 
robust intellectual property rights 
protection. Against the backdrop 
of rising wages in China, supply 
problems in the early stages of the 
pandemic exposed the fragility 
of many manufacturers in North 
America, which relied on Asia as 
a source of raw materials and 
outsourced manufacturing. This 
has led to a diversification of 
product sourcing and a shift away 
from long supply chains associated 
with offshoring in favour of 
shortened paths to market. 

Mexico’s position as a manufacturing centre
has been strengthened by the USMCA

USMCA 
Implemented in 2020 the US-Mexico-Canada Agreement (USMCA) heavily incentivises businesses based in the US to 
take advantage of manufacturing in Mexico, enabling these businesses to gain access to numerous markets that Mexico 
has entered into free trade agreements with and benefitting from duty-free imports. Mexico has 12 multilateral trade 
agreements that provide preferential trade access to over 40 countries, making it one of the most open countries in the 

world for international trade. To further strengthen manufacturing and exporting potential, the USMCA 
rules of origin require the North America-produced content of a vehicle to be 75%, up from 62.5%, 

and requires 70% of a vehicle’s steel and aluminium to originate in North America.

IP Protection 
Intellectual property (IP) is critical to the US economy, as industries that rely 
on IP contributed roughly 30% of US employment and 52% of merchandise 

exports in 2014 – a trend that has only grown over the years. Much of 
the US-China foreign policy challenges are centred on IP protections, 

becoming a significant hurdle for multinationals with manufacturing in 
China. Due to the passage of the USMCA, US companies are afforded 

much stronger IP protection in Mexico than before. 

Cost of Labour 
Labour costs remain low in Mexico compared not only to the US, but also its 

biggest manufacturing competitor, China, where minimum monthly wages 
have steadily risen over the years. Between 2019 and 2020 manufacturing 

labour costs per hour in China increased from $5.78 to $6.50, whereas Mexico 
experienced a much smaller rise, from $4.66 to $4.82. Similarly, Mexico captures 

greater productivity with a 48-hour workweek compared to the usual 40-hour 
workweek before overtime pay is considered. These factors have driven multinational 

corporations to look at Mexico as an attractive nearshore outsourcing partner.  

Principal
Drivers of 
Nearshoring

projected increase in general 
industrial production in 2021

projected increase in vehicle 
production and exports  
in 2021

projected increase in production 
value of the auto industry, 
equivalent to $97bn

projected increase in 
sales by auto industry i 
n 2021

6.8% 12% 24% 11%

Mexico’s industrial production index

Demand for industrial real estate in H1 2020
142 Companies = 1.4m sq metres
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Economic growth in Mexico flattened in 2019 
as a result of the global slowdown and lower oil 
revenue. However, the country’s macroeconomic 
fundamentals and position as an export-driven 
manufacturing centre remained intact.

Mexico’s economic performance mirrored that 
of most Latin American economies, which grew 
at their lowest rates in seven decades in the 
years leading up to the pandemic.

In tandem with a sluggish global economy, the 
chemical industry faced a slowdown driven by 
lower demand and excess capacity. Despite this, 
Mexico has the capacity to meet one-quarter 
of local demand due to feedstock scarcity, and 
continues to depend largely on imports

Chemical companies are increasingly turning to 
digital capabilities to reduce costs, make better 
and quicker decisions, and build stronger, more 
flexible customer relationships.

The chemical industry has developed stricter 
regulatory compliance standards and measurable 
climate-related strategies aimed at renewable 
energy integration, CO2 reduction, waste 
management and circular economy practices.

Amid compromised long supply chains from 
China and the introduction of the US-Mexico-
Canada Agreement, Mexico has become the ideal 
nearshoring destination for the US market.

ReinventionResilience
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6 Key Takeaways

January 2022

5

2

6

31

4 Mexico is well positioned to benefit from 
supply chain realignment in the post-pandemic 
context, as well as closer integration with the 
North American market through the US-
Mexico-Canada Agreement.

New patterns of demand have shaped the 
outlook for the chemical industry’s recovery, with 
environmental and operational sustainability a 
key focus along the entire value chain.

The ability to adapt to rapidly shifting market 
conditions has become the hallmark of a 
successful business in the chemical industry 
during and following the pandemic.

Broad ESG concerns, especially among 
consumers, as well as the prospect of stricter 
government environmental regulation, have 
bolstered ESG practices in the sector.

Digitalisation has become paramount in the 
sector, becoming relevant at every part of the 
value chain. Investment in digital technologies 
allows for both efficiency savings as well as 
operational upscaling.

Mexico entered the Covid-19 pandemic with a 
stagnant economy, although its manufacturing 
sector remained dynamic and crucial to global 
supply chains in the chemical industry.
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