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o United Btates of Lmerica

The Latin Lmerican nations, taken together, have a population
exoeeding 240 million, which may likely toup 600 million by the end of
the century. To Latin american economies, while growing and diversifying
in an overall seunc, find progress and improvement too slow in respect
to their growing population. On brlance the arca has been largely de-
pendent upon agricultural production to earn foreign exchange and to
mpport the loocal cconomies., This has proven inoreasingly unsatisfactory,
and it has been recognised that the aren must diversify into industrial
production to progress.
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Top priorities havo boen in import eubstitution and in the so—called
building block industrios, of which petrochemicals is one. Latin America has
substantial petroleum ~nd natural €ns woalth, although it is not now widely
diciributed, Factors which make widespread potrochemical developmont diffi-
oult in Latin duerioa are the size and location of markets, the location and
cost of petrochemioal foedstooks, a shortegoe of local investment capital, and

difficulty in attracting ovaﬁa: investment capital in sufficient amounts,
[}

There are mnny moens afd sources 9y which potrochemical vonturcs have and wi
ng IW overseas equity onpital, local private and
ivate borrowing, and overscas national and
crga.uimﬂi In many oases a combination of finanoing
e'mes has proven tc be tho most worknble and aont satisfactory means of
ctrusturing projoots. An example given below i the Petroquimica Uniao project,
wilsh is drawing on loeal investmont and finanoing, on overseas multi.ational
invesiorat oapital, and on cverseas private and mltinational borrowing,

In oomsidering the capitcl structures of Latin imerioan petroohemiocal
veniuren, it im vital to consider the effoot of such finanoing on national
ecoounts and availability of investment oopital as well as the effect of the
23%hod on the project alome. The paper analyses sources and problems in this
light.
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Considout&on-eti-&ho -aeed- for..large~scale petrochemical .invesiments in .. . .

Latin America, the role such investments play and will play. in.ihe economic

development of the Latin American Complex, and the means by which swoh -~

neoessary petrochemical projects can be implemented, upccully ho' thcy '

can best be financed, is cn important and/ﬂidly—timly uubjoot in

1969, 3 ;

As not & liitr thie year, "There is a widespread
belief thet duct ofkhighly industrialised
oountries, oan oaly be manufactured there, uhuot developing countries will
produce, in the main, farming produce and raw meterials for export, buying
their requirements of ehenicsla from tho procuda in fmtg oua-qoia from
the industrialised countriu..: .'""ﬁﬁt. v this poIioy hie Beda pﬁﬂd
unrealistic: commodity prices have shown a long-term declining trend, natural
rav materials nre boing progressively roplmd ty synthetics, snd mere
economios uses of neturel raw matepials by the industrial nations all tended
to prevent a satisfactory expansion of export income for the developing or
meinly sgricultural countries." '

Dr., Teron goes on to observe that roimmiterials producing countries must
use a lorge proportion of scerce foreign currency reserves in interest and
capital repayment obligations incurred through acceptance of development aid.

Basically the same problem was siated from a different standpoint by
Br. Crrlos Llercs, President of the lepublic of Colembia, during his ocom-
ference with President Hixzon in Washiagten on June 11, 1959$) vhen he complained
that private capital investment in new industry in Latin ‘merioca by United
States and Curopean firme has become a hinderance rather thaa a help to the
eoonomic health and development of the area: it was olaimed that repatriation
of profits by overseas firms in 1560 was at the rate of five iimes that of
nevw overseas capital influx, thus ocreating a substantial drein en the net
capital aveilable for new investment in the region. While the U.5. Department

1) Pr. Josef Peron, .iecklinghausen, " he 'ole of Chemiocals in the "hird World",
IR 'EXRCOMONICS, pril 1969, Verlag ‘elterchlv GmBH, Nalidurg, ~ "= "~ T

2) 'he New York imes, June 12, 196G, Poge 1. -
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of State ocontestod tho magnitiude of the dispariiy, it was ~dmitted thati net
oapiial withdrawals had indeed exceeded new inputs, and that this situation
in fact had ocourred to a greater or lesser exient for the pasi five years.

Vhat has now been recognized by boih Letin Americans end by their friends
is that while hard-ourrency inputs to Latin ’merica, ir the form of development
loans, private capitel investmenis, and various croedits have stimulated more
rapid development of industry, including petrochemicals, than would have been
possible if these projects had been entirely financed internally, that this
more-rapid raie of industrial development has been achieved ai considerable
cost to the economic integrity of those countries which have received, in one
form or another, large quantities of foreign capital.

If the unfortuante financing aftereffecis mentioned are true for industry
in general, then 'the;y must be cspecielly true of petrechemical investments:
petrochemioals are a highly capital-intensive industry, that is, the ratio
of dollar capital invostmeni to output or sales dollar potentiel is very high.

. There are additional factors which must be weighed in any consideration
of the best means 1o finance petrochomical ventures in Latin America, and,
for thet matter in many other developing economies, .'he most important of
these conocern the profitability of proposed petrochemical ventures. or most
petrochemical schemes oconsidercd for most Latin .merican countrics, omo of
the most diffiocult points to b3 overoome is the inability to teke advantage
of the economies of soale possidle in petréchemim comploxes:

- In most countiries loocl markois cannot support a plant of optimum
eoonomic 8igo; '

- lxports to large consuming markets, the United Jtates and '‘estem
Turope are in mos’ oades out of tho question because of unfavorable
economics in the light of low world priocca for petrochemical
ocommodities;

- 'he cost of feedstoocks in some countries is very high.

Drasil, whilec it enjoys the largost internal market for petrochemical
products of all Leiin ‘merican nations, has nonctheloss some of the most diff-
ioult problems of implementing viablo petrochomical projocis, including
the faot that she must import essentially all of har basic petroleum
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requirements ut a considerable cosi to her hard-currency ‘oreign reserves.

‘he fact that Bracil's petrochemiocal industry hes and is expanding in dynamic

fashion on a sound cconomic basis is a credit to bold and imaginetive planning

on ithe pari of the governmunt which has carned ithe support of the major interna-

ticnal lending organizstione and the confidence of privote overscas capital.
Cloarly, the rate of developmenit of ihe poirochemical industries of Latia

Amorice is destined to increase at greaier rates thean in the past:

- knowm resorvos of petroleum and natural gas in Latin ‘morice are
alrecdy nignificent; ‘

- vast new resarves remain to be discovered;

-~ thc demand for potrochemical derivativea'? plastiocs, paints,

" mynthetic rubber, nitroge: fertilisers, cmd synthotio fiberes

" to namo only a foew, is increacins repidly in overy Latin imericen
comtry; ‘ -

~ *hore is a compelling and notural desire - the part of all Latin imericsn

" ocuntries to utilise natural resouroes and to teiomo indevendent of
importe of industria) goods.

It is vital to ithe economin health and devolorrent of Latin lmerios
‘hat now indus!rial projects, including petrochcuicals, b concoived, fiaenoced,
ard executed in the moot officicnt mannor, and that all neow cepital inpuviss
governmont, private, ~id foreigny be utilizod in the most economical frshiom
posrible. Among other ithings, oans must be found to increase the magnitulde
of local capital invemircnr. as compared with rvoracas iivestment, at the same
“ime providing an econcmic ~imouphere to encourege the continued influx of
noocessary overseas capital and technolegzy. '

The prescni paper reviews the economic ciimate in which current sad
futuro potroohemica) poujocis are and will bo immorsed, desoribes and
analysos the means by which oxisting petrochemical projects were finanoed,
and proposes guidclines for the rational aaal;;si.'. of {inancing mothods fer
future projects, ‘
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The \hy of Latin /mcrica

vaken ac & wholc, Latin /merice represcents at the samec time a
growing and fulure—imbestan: markes-for petrochemicsl products and their
derivetives, cnd a challenge {0 the more devclopcd and morc wealthy nations.

———sihe- 48 aations of Lasin- Amenion identifiod in. Table- I have an aggregate. 1968
population o. 240 million. 7f Latin ‘mcrica meinteins its prescni overall
rote of population incrcase c¢f 3 porcent per yoar, it may look forward with
undoubted dismay to a total population of 340 million in 1930, 460 million in
1990, and to 610 million 30131& by the ond of the preseni ocontury.

Yo feed, clothe, and housc this ropidly incercasing population will
r-oquire CnorMous new inveatment in fertilisors and other fawing mtarialc
and oquimm. bnilding products and other induatrie.l products, many of thom
based or depordent unon peirochemicals. The authors hav: not road of cay
reo@m ostimetes of the total of investod ea.;ital which will be roquired in
this oantury, cither iz new industry in geucral or in chomicals and peiro-
ahaieals, but doubiless tho iotel must run into the many tons of billions
for chemicalse aleno.

The Latin Zaerican Complex is noi rich in tam of por cepite inoomeo
or per cepita GNP, Quito to ihc contr-.ry: averege per capitc incomc for
ell Latin ‘moricer ncumriaé in 1967 was only " 394 (eec 'able 1) pinr capit.
inccmé\aad GIP are inereasing, ih: lattor cuite r&pidly for mos. countrics,
lut the fommor 1ittle or not ri all in many countirics becausc of ihe offcoi
ol pggs;latimz increasca. ‘1 the seme timc overy Latin ‘murican comtry io
giving top nriority t¢ industrial:sation ca tho broadcst scclc possible. Not
ealy‘ are petrochemicals incluced, where thoy are possible at all, but petro-
chemicals themselves Joasti upon the ievolopment of othor medern industries:
‘Automotive (paints snd lacquers, plastics, cushionirg and padding, synthetic
fider upholstery); Building Iredvets (peints, plasiic pipe, docorative panels,
end a host of othor potrochomical-based products); Textilos (syathotic fibers,
mtilnr sidc, finighing agen‘tu) "S0éph and Detergonts; and many others.
As obsorved in 2 provious papar.” peirochemicnls reprasont one of the besic
"huilding blook" industrice, which utilisc local mincral wealth and which
T A NI U por bl 1+ 4hg Dworgiag Tations®, D, Cornumky and

A.E. .ubrahas. Prooeeding of the American Chemical Seocioty,
Atlantic City, Hew Jorsey, Soptember 196S.
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Bolivia
Brasil

Colombia
Costa Rics

%1 Salvador
Guatemala
Hondures

Nicaragus
Panama

Paragusy
Poru

‘meis

Jlllllikfﬁﬁéyﬂaluttauu;ﬂkﬁjn.y.jgiyg,..‘,.l.‘ for Latia Amewt

(millions)

22.7
4.4
84.7
9.0
18.5
1.6
3.8
3.3
3.0
4.8
&)
4.2
1.7
1.3
&1
12.0
a8
9.0

2.2 (vona)

i

(peroent per year)

1.6
2.4
3.0
2.4
3.0
38
3.6
3.4
3.2
3.3
| % 1
33
3.5
%8
0.6
%1
1.4
34

3,0 (wvg,)

(us ao11ar-)

700
149
71
501
M0
408
%4
29
410
»s
m
!it

{wvg.)
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by their very cristence spaim and feed numerous down-strcam industrics. Letin
Americc., much of which is.ni the brink of the "dmaemic break-out stoge' of

P

cconomic development, clearly nceds o divaersified peirochemicals bese now.

Tablo II shows historical end projected valucs for industriel activity
for selected Letin imerican countries. It will be noted ihet the industirial
component ‘of thc'gmas domestic product of nearly 811 Latin imericen coiir.xtries
is growing, in man;- cascs threu;e],y rapidly. Such iacreasing importance of
the industrial component fﬁ‘zﬁ?é’é‘énts surs proot of the progress made to datc
in diversifying thesc eosnomics awey ‘rom traditional depondence upon agricul-
tural production, much of which {coffce, cocca, bznanas, manioc, otc.) is
ooming undor increcain~ competiiion from the doveloping nations of [frica and
Asia, with a resulting decline in world prices and thus national and regicnal
herd currcncy carnings. .

3tulics o-nductoed by ECL..'ﬁ)._o‘bs.exjge thet in the poriod botweon 1964 and
1966 the contribution of irdusiry to *he ovcrall ODP of Laiin America roached
25 percout for the firut timc, inching aheed of egiiculture. FProgress has not
beon the somc for all couniries, however. [t tho prosent time manufacturing
represenis about 36 peicont of GDF in ‘»gentina, 27 porceni of GDP in Drasil
and llexico, but- 10 percent or less for comntries such as Dolivia and Doundor.
0a & broader obéﬁparisma., however, it is inter>sting ito notc that in spiic of
intensive efforts to promote the industriaiicetion of Latin !merice, that area
onjoys barcly morc then 3} porcont of total world industriel production.
Clearly she hes ~ long wey to go. |

‘"he Inter-‘merican lev:lopment Bank, in ite publishod procaedinges) of the
IDB Round Tablo held in Bogota in 1960, takos netc of the problems associated
with stimulating a more vapid rclo of invesiment in the moaufacturing soctors
of Latin Imorican cco.ories, and of the prossing nced for such stimulation.

The reoent histcry of capital inflow to Latin ‘mcrica is presentod im'-
gbles III te IV. .

4) 'moriea lstine y el linposio Intormaciomel sobrc Desarrollo Industrisl,
nCLA, 1967. .-

8) Hultinationel Investment in the Loomomic Dovelopmont and Intcgratien of
Latin merica, Inter-'moricen Develormoni Bank, Hashiagton, D.C.,
Octoder, 1968.
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Latin American Industrial Aotivity
{S3alected countries)

Gross Domestic Product
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Ti will bc noted that in the poriod 1987 < 1985 the Unitod Statos wes tho
origin of 77.55 percont of {otal dircct ovurscas investment in Letin merica,
having commiticd © 2.8¢ billion of a total for the period of  3.63 billion.
'he nations of ''stern Lurope invested most of the remainder, with Japan
having originatcd * 143 million, or 3.9 porceni of ithe toicl.

Turning Lo sources of iatcrnationol cconomic assistance, it is clear
from tho tebles that the Inicremericon Dovelopmeni Banl: and the Yerld Benk,
topcither with the Intemntional‘?iﬂmce-’Gorperaﬁon-,‘-fin-rthc period 1952 -
1967, represanied nearly 00 percent of total intcrnationsl economic rssisi-
cncc, for all purpescs, to Lotin !merien, coveludiag, of coursc, unilaierial
assisioncce from th2 United Jtatos end othors. During the quinquenium, tho
role of tic ''orld Bank declincd in importonce o8 ihatl of the Inter-'merican
Dovelopmant becwne preodominont. The activities of thesc two institutione in
financing petrochemical vontures is discussed in » subsequeni soction.

Uith the rolc of the luropean ilconomic Community in providing cconomio
rasisiance to Latin Jmerice hos boun smell in the pust, it has also boon
incroesing, and at on accelcrating rate. “rom ¢ historical standpoint this
is noi only admircble, bui indced fitting., hilc it is clear why strong
cconomic and other tics romein between meny ‘‘estcrm Duropoon cowntries and

mony of thc devolopirz nciions of Africa and siz, o8 2 rosuli of roceni-past
coonomic and politicnl conncotions, it has largely boon forgotion thei ‘ostern
Juropcen nations oxcrtod very substantial oconomic snd political influencc in
Letin ‘merica throughout the 19th century, and in somo arces well into theo
20th. 'hile the cconomic dominencc of the Unitod Statcse in tho lestorn Hemis-
picro has dulled thcse momories, in fact stirong sociel and ecconomic ties still
remain. In oddition, tho major manufacturing corporations of lestern Turepe,
like thosc of thc Unitcd 3tates, and morc rocently Tepan, are bocoming
inoreasingly active in ccpital investments in Letin .uiicrice through acquisitions,
Joint venturcs and solo ventures in various industrics including chemicals.
Letin /merica tokon as o vwhole has considereable and incroesing potrolewm
and neiural ges rescrvos upon vhich to mount potrochemical industry devd}opment.
The distribution of these natural resources discovercd to date is, howover,
not uniformly distribuicd, o8 will be seon from tcbles and it will be notod from !
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A. Direct Foraign invesiments (Killions of Dollars)

United States 65) 357 479 683 719 2,891
Italy 2 -84 16 18 4 200
W. Gormany 54 52 15 16 i ] 1%9
Jepan L 3Q 3% 20 11 “4 4)
Netherlands 35 - 65 44 - 17
Sweden 20 8 18 8 18 12
Canada - 25 - - - 95
France S - l - - 1
Norway R O S S T |
Total - - 828 562 615 164 eor 3,64
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Peroent
L5208

79.55
512
438
3.
3!" ‘
1.98
0.69
0,19

100,00

Sovroes Inter-Amarican Conmities for the Alliance for Progress (CIAP)

B. Rrternal Pinanoing Pequirements and Availsbilities (Millions of Dellars)

¥
— pe s ueY
Defioit on ocurrent account 446 818 1,410
Amortisation of pudblic and ' ' ,
monetary ssctors 1,92¢ 1,462 1,389
L Imuaaa in resorves ‘ —t =51 wdd
Totdl ) | ' 2,706 2,289 2,800
Availebilities | | L
. Offiolal non componcstorr oapitsl 1,105 1,389 ' 1,400
Various souroes -8 A ;
2/ Projections
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TARLE IV
Bguposs of Econonjo Augisi-nge

A, Intermaticanl zouroen (Millions of Dollars)

- *
e OB g2 e am”
Puropean Economie Co:vunity (EEC) 5. -8 11 1,
Iy’ :»dmericau lavolopment Bank .
(1m3) VA1 240 369 400
tmfiaml nnelcpwnt ‘ . : C e
. Assoeiation (iDA) n 18 8 -
Isternational Finance Corporation . :
(1RC) 3 10 M 20
Indernationa) Bonk for Deaon- o :
"7 sfection and Davelopment ( 410 e 73 230
¥itod Nations: 39 %4 L] %9

nevpeng Allience fox Progress

% U8, mouseer (1)liomc of Dollavs)

%
E

SERE

.&a&asw inte: %1?3?1
Reportelngort Bank

Yoods for Pezoe

soiel Pregrocs Trownt M
Other sovpoeu
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Table V that Venezuela has petroleum reserves of 15.5 billion barrels, or over
50 % of total Latin American established rescrves. Prezil, on the other hand,
whilec it has the most diversified petrochemicals industry in South America
and also the largest internal market for petrochemical products, is oil-poor,
and must import two-thirds of its total requircments.

Intensive mlomtion and ‘development in many partl of Latin America
promise, however, ‘to provide substantial additions to ‘the area's pctroloum
rescrves.... lesuits of developaente.l drilling on tho western rim of the
Amagon Basin in Colombia and Ecusdor have bcen highly encouraging, wd muelt
that substantial acditional rocerves may be developed in that goneral arca in
time. - |

Brazil, whioch ncods 0il and ges, has been cnooursged by recent results-
obtained offshoro Jshie by Potrobres. Vury littlc hes been dono in tho
imagon Besin iimelf, partly beceuse of diffiouli logisiics cnd of the
incomplotc inputs to rationalige thc complcx geologicel profilc Iuch existe,
Fowever many putrolcum goologiabs ar¢ convinood ‘hat cnormous quantitie: of
oil and ges may onc day be discoverud ihore.

‘fgble VI chows the bruakdown of netural gas rosorves in Latin !mrioa,
and that as in the casu of crudc petroloum, Venosusle is by fer the lcading
producer of natrusl gas. Venczuole is striving, through tho aciiviiics of ihe
Instiiuto Vonesolano Pciroquimice (IVP) clonc and in conocri with oversuas
chomical and peirolcum companics, to uiilige this gos for pcirochemioals
production.

A most intcresting situaiion cxists in Dolivia which has today over
85,000 million cubic mcters of proven natural ges rescrves. Work is underwey
to utilize this gas nationally in groster amount for fucl and also to produce
chomicals, although tho local merkcis arc smell and the logistics of moving
finished chemicals difficult. But the intorosting aspcct of tho Dolivian gas
situstion is thet plans arc afoot to oxport up to 300 million cubioc fcet per
day by pipeline to the industrial contcrs of /rgontine and Southern Brasil.
Such ¢ projooct would noi only bencfii thoe economy of Dolivia, but would
provide thc basis for and cxpandcd and, preamably, morc cconomic potrochonica.h
industry in the oonsuming countries, sinco ihe ocost of pipeline t’r"&téportetioa
and amortizotion would be supportod importantly by industrial and fucl
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oustomers.

Ae of June 1969, it was still too carly to 2ssoss thc possible impact of
natural gas discoveries i ip ¢ffshore Trinidad, in tho Oulf of Paria. Thure
ore somc indications that the gas finds thcre may rcpresont a vory substentisl
ficld. If truc, it is concoivablc that they could have an important cffoct en
the thinking regarding Vcnzuelc 9 masa1va cffort for indultrialisation of
the Guayena. S ‘ ”

Turning at last to petrochumioals thomsclves, it will bo suun from
table VII of the /ppondix that petrochemiocal activity has becon inorcasing
in intensity in many parts of Latin ‘mcrice, espocially in Vexico, ‘rgemtina,
Bragil, end Coloabic. In addition to incrcasing aotivity in those countries,
there are plrns for further petrechcmical installctions in Chile and Poru, .
Projocts already in oxietonce or.in the late planning stagc ore identified
in a later scotion of this presentation.

L number of probloms have been citse in the obtaining of capital fer
Latin /merice petrochemiccl vemtutres. These inelude: :
1+ The apn~rent scercity of viable projects.

2, The high cost of ideuntifying, studying and implemonting suitable proj.ots.

3. Lack of projcc. anclysis and menegomont skills in Latin Imerica in the
petrochomicel arce, including okills in project implomentation.,

4. Lock of awarcress on the part of investors in tho induastriclised
cowntries of the potontial opportunities in the Latin imcrican petro-
chemjcal aresa.

5. Time lags in project cvaluation and implomentation.

6. Capital shortago in Latin America.

The first five points notod above are actually all interrelated. It is
tx22 that petrochomice) ventures, boing by nature highly capital intonsive,
and honce very depondent on cconomios of scale, roquirc substenticl merkets.
As Latin ‘merican markuis are often still 1n their infaaqy. meny pot«ntial
Projects havc on further cnalysis fuiled to prove eoonoaically fcasiblen- Chis
condition even tends to intcasify cs, has beon ocourring, the most attractivo
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'Polyvinylohloride — 34,000 .. 1234500 ’
Pomwm- mmv : 11,000 - 98,50
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Bihylene oxide - 39,200
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Bensens and tolusne . 22,600 208, 900
Mm - - 62,050
Bozanethylens &m o 5,000 :mee
Maleio W R 300 44600
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petrochcinicel projects in cach country arc procmpted,

Neverthicicss, on our opinion, mony uxcellent projocts do cxist and the
number will mbst certiinly Brow cs Lotin” Amurican end = usc-markets bxpand
and regioncl intogration of mark:ts bocomes morc a renlity,  In this respeot,
over the coursc of scveral yoars, we have been able to devclop . very longthly
list of vcry promising petirochoms cal projcctes for thc future.

TTTTYMY thén the spporont scorcity of good projects” '‘hc cnswer scoms to lic
partically in the high cost of reliablc project caclvois; the scrious shortrgu
of pcrsoancl in Latin ‘merica for projoct wnclysis, capsble of idontifyin; cad |
detemmining tho forsibility of good projccts, rnd, perhops most importamtly, é
the ~bility ¢ implamept in thosc instoncoes whon o 2ood project is domonstrete”
to exist. 't should bc cdded, that it would be ¢ mistcke to buliove that good
chomical cugincers and industrizl ccononists do not cxist .n Latin 'mecpriee.

“hey wost eertainly do, but arc emall in nwmber in relation to the sotal
potential demond for their survices.

“he matter of implemont..tion is particularly critiosl. Implomatitation,
involving o8 it doos the obi .ining of technology and onpital, roquircs
cifective approaches to thc soursce of thcse footors im the industriclised.
countries. Im order to do ihis, however, it is ncoessory to identify sheso
souroes in o mannoer thet will achieve tangible rosults.

Unfortwnatoly, our cxporionoc hes bcen that project implomentation skills
cre often very werk or entirely lnoking in Latin ‘merice, particularly vhea
it ocomee to Mselling" projcots to foroign investmont sourecs. Selling, in its
moat primitive sensc, involves finding the ocustomor and demonstrating why
the customdr should buy. i.gording the first point, we havc noted that in
mosi instanoces, individuale concomed with implementating potenticl potre- '
chemical projects, in both the pudlic and privato suctors, lock ourrunt,
complete rnd reliablc information on the pertics to ap roach regarding
financing cnd tochnology. l'ollowing the csteblishment of notual contacts, all
too often projects do not come to fruition duc to the foilure to actively
follow-up. Letin ’meriocan cowntrios would be mll-edvited to hmve systens
and proocdurcs in this respoct. S - : .

't moy be argued thet intomationcl investors will eotively and on their
own initintive sock out good projccts, considoring the excellent potential
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opportunitica thet do cxial, 14 ahould be notad, however, that a goneral
cweroncss of the putrochemical opportwnitics in “hc Latin ‘merican countrice
is not widcsprood. Onc limiting factor ir thu rcletively high cost of
idontifying and analyzing opportunitics. It is sruc that the sune involved
ero rolotivoly triviel, zs far cs most large componice are concurned,
ptxrt;cté.lcrly pciroloum compenicn. Nevertheless, ntudy funds for Latin 'morice
muat oompete rgrinet funds for morc rondily wndesiondoble domeastic projects.
Tho high cost of making studice will inerensingly becomc o morc importout
footor s tho nced arices for the menufacture of dommsircea derivatives,
produced in the industrirlised countrien by more modorntc-sised companicu,

‘n edditionnl problum in finmcing iz the sharcctoristic shortago of
orpital in Leotin ‘moricc. ‘this is iruc; for most petrochomical projects
foroign funds are recuirci in quantity. Our oxpcrionce has shown that therc
is considerchly r~re cepitrl in Latin ‘marice thow is cosmonly bolioved,
oven in regions of vory marrinal incomo. Often this capital is invosted in
wnproductive forms cnd tic ecpitel owncrs i’ 1bo onoouraged to consider
petrochemical invcetmant, nrovided the projoots arc perfact}y plonnod,

" finrl problom in th- finaneing ¢f Latin mo~ican petrochemionl projeots
is the charcctoristic timo log in projcot c*;almuon t1d implumentntion,

Thesc logs, of coursc, arc ot just characicrietic of the potrochumicnl field
alone. ‘n oxcollent mnelysic of the time lag pr- lem is given in o recont
article by il !nmatam.s "his srtieic very atl;s illustrates the typical prob-
lomse, Mtcuhrly prablma caeocinted witi: forcign assistvice projocts, which
yosult in greatly increcced mrall pre,jwt coste duc to inflation, devaluantion
and other faotors. Cvorruns at the eoastmt-aa stagc, o prodlem vory
charaotoristic of the petrmhamiq&l iaduury, arc uore often a‘miﬁa‘ with such
dolays rothge than mistakes in agimrmg mam«..

é) s%oieﬂ Mtﬁa. "How to Underfinonce on Gwz‘lm Prejoot"
| ' kuhor/nom t9$. » ﬁ-n.
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Financ JOUrecs

. rether wide verioty of potentinl sources of capital have becn utilised
or exist for the financing of pctrochomical projcets in Letin Amorica. [rom
the stondpoint of cquity capitcl, basic sources includc local public
cntities; local priv-~tc componics or iuvestmont groups; forcign privete
manufeoturing or investme i proups; ond forcign orgonizations and intommational
ngencics, ith rospcct to borrowed funds, available sources include looal
public ontitics; local benks or privote financing institutions: foreign private
londing agoncios ond intcrmctional public londing agencios.

In oxhibit I, ~ swmmcry is given of the principal mcens of finencing
potrocheaieanl prejoéte in doveloping countrice slong with an itcmisntion
of the ~dvontages nnd disndveaioges of cach methed. The table includes all
of the common mcthods ~nd sorves to offcr o vory useful overrll viow of tho
proveiling possibilitics,

In thc past, foruign privatc investmont in the Latin ‘mcricam chemiocal
industry hes buon of comsidcrnble importcnco. This situntion is roeflective
of the historical shortnge of altcmativo enpitnl, and porhaps oqually
importaat, the look of mwoilability of putrochiomiosl tcohnology rad rpprepeiste
moangerial cad tochnical porsonmel. Moroign privntc invostment has offered
the foreign corporate investor - m-ximum degroc of control over this ovorseed
oporctions and the ability to iatcgrate the oversons oporation closcly with
howc country opor:tions. Under dircot foreizm invostmont, the forcign investor
hes boon ablc to meximise returm om investment, although instanocs may Y% cited
shere foreign invostors may hrve done botter in concert with loeal nrtiomals.
llevertholoss, it must bo rocognisod that o stremg projudisc oxiste in fawer
of direct owmcrship on the part of thu typionl forcign manufroturing company.

!1though direct privatc foreign investmant has boon an c:tremcly impertemt
footer im Latin ‘merion (is withess thu majer potrochemion]l commitmeate in
Arasi) of Unfenm uorbide, in particulir) very little is gonerclly knowm en the
‘etails of most private projeots. The obwious roasun for thie lack of infor-
motion 18 the oxtrume reluctcioe of most oporating ocompomios to reveoel
detailed information due to tri:ntion ond ether considerations. Convereatiens
with liew York benking sources ruveal tho following pettern with respeet to
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xhibit I

Zy Local I'iblic atity

.‘mrgt ~fes

1. Locel control ~nd fhirs:ifaum dorticip~tion in project bencfits.

2, Groater obilit to integrotc project with cowntry's dov-
clopment nlone cnd nolicics.

3. Losscned foreign coonomic deminamco.

4. Greatcr contirol over eavironomontol hasards,

Digadvontioges
1. Pesciblc Yimitrtiohs oh ovntlnility of looal eapital.
2. Possidlc scorcity of loorl #"nr@rivl know=how,
3. Pomsiblc difficult in obtcining of forcign tochniozl Mmow-how,
4. Disocouragomont of forcigm invustoent in cesecirtod indusirios.

1. losal control nnd participation in bunefits.

2, Orontor dugroc of fluxibility shen for public operatioms.

3. Consetvetions of scoroo moangerinl rusourecs in the pudlic secter.
4. Lesscned forcign cotmomic domiasmoou.

1. Possiblc limitntions of cvail.blu local capitel.

2, Possidbic sowreity of Jocal Loangurial imowshow, |
3. Pessible diffinulty in obtrining foroigm techaiocl Mmowshow.

1. Hoxiown oemtrel cad participation in damcfite Wy the fercign iavester.
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2. Botter opportunity by forcign inveator to intcgrote now operation
with investor's overall oporations.

3. Groator willingnees of foreign invcator to invest,

4. Conmsc 'vation of capitnl cnd mcnngcrie.l rosourcos of the dovcloping

Oountryc
5. lbility of privatc - forcign investor to utilize intcrnationcl
information rcsources. - . .
Disodva 8

1+ Vulnoroble position of forcign investor with Governmont smd public,
2, Lack of full utilization of local menegeriel know-how.

3. Lnok of full utiliz: .’ciaa on loocel aarketing know-how,

4. Grcector foreign dominence of local coonomy.

5. Look of intorest in smeller projcots.

1. Optimal utilisation of foa!eim cnd looanl nmal m.m.

2 Improvod markcting position of vonturu,

3s Tmproved position with Covormment rnd publioe.

4. New vonture obtains {mtorantioned hfm“ rosources of private-
foreign operator.

5. Grector employoe morale,’

1. E&lmamm m!ataWhmgm
ia vontures involving public emtities.

2, Losaencd opportumity of privatc - forcign invester to intograte
operntions with overell intomationad opesrations.

3 Possiblec prodlems of scangerisl coutyol.
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Debt Fin-ncing
By Public - Loccl Entity

. Avontoges
1. Greater ability to intograte project ith country's development
plans and policius.

2. Lossoned forciem cconomic domincncc.

Disadvantoges
1. Possible limitcotiouns cf cvailoble local capital.

2. Possiblu lrck of ~voiability of poersoanel skilled in
enalysis of potrochoricnl projects,

1. Greater dogreo of floxibility then for public eperetions.

2. Lessencd foreign cconomic dominancc.

1. Possidlc limit~tioas of cvailablc loenl enpital.
2. Poceiblc lank of cvallability of porsoancl troiadd in
of petrochemical »rojoets.

. Bty

1. Consorvation of fircncinl resources of doveloping comatry,

2. Oreater dogree of floxibility than for public oporatiems.

3. Opportunity to utilise managerial, intormational morketing asd
technionl know-how of lending ontity.

{. Oreater dogreo of foreign voonomic dominonoc.
2. Possible disadvantagoous limitations on how funds are to de spent.
3. Possidlo lack of intorost in smollor projoet.




1. Comsorvction of finrnoi-l resources of duvuloping country.
2, Opportunity to utilise projoct cnalysis skills of lcnding ngoney.

1. Possiblc limitetion that funds must bo epont in donor country
ond on undcsireblc tomms (cAditionedity, ote.)
- & Opester foreign veonomio dominanoc,
3o Possiblo limited nvriledility of funds.

1+ Grontor ablity vo intogrotc projuct with rogicanl dovelopaent plems.
& Comscevetion oF finmcisd roseuwrcos of developing comtey,

b Lossened foreign sommomio dominanoc,

Y. lessor floxidiity thon for private lender.

5 Mesivic linited avriledllity of funds.
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private Lrtin -mcricen petrochumical invesiment by U.S. chomical componics:

1. U.S. chomicel companics gunoratce on the average cbout 60 to 70 percont
of totel / Latin ‘nericy projcect capitcl rcquirements cither locelly
through reteined cornings or roaisc the nocessery capital through
ostoblished U. . money sourocs.

2. The romeining orpitel roquircemont, ospeciclly the working onpital
roquiromcnts orc reised locelly by the Lotin imericen subsidiory
cither intomationclly or through loo~l banking ost-blishmonts.

‘The ability to roise this loezl copitel is groatly dcepondont upon
the strongth of tho gurrcntocs givon by the U.d. porent teo the
obligntions of thc locil subsidi-rics.

3. Diffiocult to oxpatrictc capitel in subsidiori.s is readily available

- for roinvcstment, but ncw dollar investucnt is quitc sonsitive to
the ovoilebility of-".5. govermmont surmtuai.

Peblic omership il tinanpinu hcs aleo buen rn imporssmt fnotor in the
Latin ‘merican petmohe-ieai ficld Dublic owmcrship, of ooursc, prévides
for loorl control and maximum partigipation in tho bonefits of the prejoct.
'I¢ farther minimises foroign domimation of tho developing country's coonomys
a Letin moriocn, public omorship is to somc oxtint o nctural outgrewth of
tho historionl tondomoy toward gmmt mﬂhip of the petreloum industyy.

Publiocally finameud cnd controlled pre:eotl moy suffor from the probloms
of imsufficieat loocl onpital rescurcos, soarcity of local managericl skills
ced the possiblo difficulty in odtoining potrechomion] techmolegys The grewth
of intoructiomal sources of loagetorm borrovings -nd other leoag-tcim #ourccs
of nom-oQuity funds hrve to some oxtont holped partially to selvo the orpital
awnilability prodlos. In addition, an incrcasing number of basic potrechemicnl
processes hov. booeme aveilnblc through procces uagincoriag componies ca o
“Swa-kay” basie thws holping partiully to solve the technology prodles. .8
the Letin ‘merioon petrochomical industry W. howowor, damond for
ssderu tcchmology will incrvesc, ospucinlly for more sophisticated produsts,
inoluling complex firet, svoond cnd subsoquont gomorntion dowastreom
derivetivue. Obtaining this techmnology may prov. far morc @iffioult,

Leend privrte finonoing of petrochemionl projocts offers maay of ¥he
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advantages of publically financed and coutrolled projects, particularly with
respect to the maintenance of local control. DPrivete projects are probably
more {lexible in nature then public projects, however the latter are more
amenable to incorporation into the developing countries overall development
plea. Doth loenl privote znd public projects shere common problems with
regard to the obicining of techuical know-how and management.

The basic sources of borrowed funds heve been noted above. Doth
public and privaie sources of borrowed funds in Latin ‘merica for petro-
chemieal projects sufier from problems of capital scarcity. Use of these
sources, however, 1o the extent theat they are available, tends to make the
borrowing countiy less depeandent on outside cepital sources. .)s petrochemical
projects are characterisiicelly highly co.pitai intensive, local borrowing
must often be used in conjunction with foreign sources of borrowed capital,

Dorrowing from foreign sources, as noted, creates & possibility of
increased foreign economic domination. ‘the utilization of these ifunds may,
in addition, be based upon the purchase of a specific suppliers equipment

. Or process or the purciase of equipment or services in o specific country, in

both situations not necessarily on the most advantageous terms to the borrower
in the developing country. NeVerthclese, on increasing amount of borrowed
funds will be made available in the f‘utm through this route. Spocia.l note
should be made of the graving activitiep of 1ntomatiom.1 privatc investment
groups in‘terested in La.tn; "merican petrochemioa.l opera.t:lons, plul the
increasing number of proceaa engineering cempanies and equipment suppliers
roady to advance funds in conj\mction with avaproprmte tie-in arrangememn. )

~ Upon considerable reflection the conclusion is reached that as of today
ro truly ideal method does exiat to finanoce Latin ‘merican petroohonioal |
projects, a method which will uatisfv the nquimenta of all iatcmtod
parties. In our opinion, bosed upon our o‘bur‘vatiem ef ‘the past decade, the
local-foreign joint venture involving e uido veriety of local end foreign
groups represenis either ihe most workrble compromise, or rt least ‘he most
likely future trend. The 1ooalf-foreign' joint mtm, on one hand, preserves
locel independence, and on the other hand, provides the oritical foreign
capital end techuology contribution. ‘n nlmost equally impertant factor is
that the joint venturc combinee looal managerial and mkotmg talent, with
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intemetional rcsources in thesc scme areas. ‘

It is most pertinant to mention at this point the most valuable analysis
of the principal sources of financing of potrochemical ventures made by

UNID0 in ocomnection with thc Tohcran Fetrochemicerl Conference of 1964.7)

This study reverled that as of 1963, there was on appre:imately cven
distribution of existing and planned petrochemical projects in Latin .merice
between ownership based upon wholly, owned forcign capitel, joint loocal-foreign
ventures, privaie locally owned and statc owmed and/or controlled ventures.
The highly suitable nature of the joint venturc route was notod, as well as

a world-wide recent shift in the joint venture dircction.

Our experience in the anelysis of Letin American petrochemial projects
sinoe 1963 tends to confirm the above findings partioularly with respect to
the grovwing importance of joint vontures in Latin /merican petrochemical
projeots. Of ¢ sample of 18 projects in Latin ’‘meriocs investigatod,

14 involved some form of a joint looal-oreign partnership. The remaining
projects fell into cither an acquisition of an existing venturc or a direct
foreign lavestment catagory. . partioulery significent snd encouraging
observation s that a large proportion of the projects involved North ‘merioon
manufacturing cmpanics, traditionally inclined, ce o whole toward wholly
owmed and eautrollod operations. In addition, in many of these projects tho
foreign company indlcated ot loast.an initial and realistic willingnces %o
acoept possidle partnorship with public cntities and also o ressonsble degrec
of flexibility with rospect to their degree of control.

- A number of reasons may be citod for the tronds noted above. Ome pessibdil-
ity is an increasing awarcness by the moro knowledgeable intervatismal
corporations of the public relations, managerial and marketing advanteges of
pertnership with Latin ‘merican commercial intercsts, llistorically, many
Nordh Amorican and Duropean operations in Latin /merioa have boen im the
extractive induetries - petrolewm, ocoppor, eto. - and have boen oricatated
toward ultimate markoto outside of Latin ‘merieca. The markets for petre-

7) United Rutienl Centor for Industrial Bavelemt ""’iawoing of Petrochemical
Veaturos in Developing Countries".Jtud n Potrochemioal (Prosented at
the United ilations Interregional Con arence on, ) pvolopmant of the
Potroche:'or) Industries in Developing Countrios, ‘'cherem, Ires, :

16 - 30 Movember 19G4), Unitod Jations, llow York, 1966, Vol.II,PP.933~953.
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ciumicals, however, cre almost catirely within Latin ‘merica cnd hence
meangerial and public relations factors arc of somcwhat greater significence.
‘nother possible vxplanation is that an inercasing fecling of social
responsibility cxists on the pert of international busincss. ‘These commendablc
attitudee may bc somewhat related to increasing pressure by Latin Imerican
rovernmonts dircoted toward the mcintenancoe of local ownership and control,
. puralled pressurc is that cxertod by Latin Americen industry, rapidly
growing in mensgoricl ~nd technical sophistication.
In mony Latin lserican countrics, as is well-rucogniged, control of
petrochemical focdstocks rcst in Siate oil onterprises, such as PUTOBIAS
in Drasil end PIM'I! in lloxico. In those insicances, o strong pressure cen be
oxorted in the dircotion of international joint venture arrangomonts in
cituations involving rotonticl manufacturc of second.nry and tortiary down-
strcom petrochemicel derivatives,
One fcotor worthy of mention is the growing intorest of chemiocal
companios in Latin /morican opcrations. Horth Amoricon chomical compenics,
facing inoreasingly maturc cnd saturated U.S. markets and governmental
rectrictions on West Nuropcan investment, have been motivatod in greater
numbof toward Latin ‘merican oporntions. lListorically, chemical companies,
particulorly North ‘fmoricoa chemical coapenies, have boen more inolined toward
Joint venture arrangomcnts or othor forms of partnership, bdoth domestically
and intermationzlly, then is the ooso with potroleum companios. ,
Future Latin mericen pctrochemical ventures will most cortainly be
characterizoed by thc inoreasing involvement of public finunoing organisations
and privatc basically internetional sourecs of capital. ‘t present, tho Inter-
/mericon Development: Bank appoars to have made the larzest total investment in
Latin ‘morican petrochomical oporations among the various intormational public
sgencios. To deto, the Bank has madc loans on 6 projects that may bo classificd
o8 boing potrochomiocal in nature. These loans involve 5 countrios and total
. 40,745,000, PFor compnrison purposes, the Jank in its 7 ycars of 2ctive
cporations (1961 - 1968) has authorised 498 loans of all typos totalling about
8 2.0 billion of whioh 109 loans totalling about 5 540 million werc in the |
induntrial .eotor.B) - o : ;

8) "'c‘ivitiea 1961 - 1968" Inter-inorican Dovclomn‘b Bmk, Mashington,D.C.,
1965, 9 Ivid.
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~ summary of petrochemical projecte finan-ad by the Inter-‘merican
Development Dank is givan in Table I, Inspecnon of this tcoble revecls thet
the largest single proaect financed wae 2 % 54 million planned expansion of
the Horon fertilizer complex of the Iustltuto Venezolana de Petrocuimica (1VP).
In this instance, the Benk hes cuthorized o total commitment in two separate
loans to IV of ' 16,2 million. ,
In contrast, the smellest projec‘t f‘.inancod by the Inter-imerican
Development Dank in the petrochemical area his been & * 3.2 million carbon
black plant located in i‘exico. The Lank in thie connection loaned . 520,000,
In addition to the various projects shown in “able .. the Bank has mede
indiroot contrib\ruonl to the dwolopmnt of the Letin ‘merican petrochemical
mdnltry throu@m H;s industrie.l oredit and proinvestmcnt study programs. Wor
o:mple, ational inanciera., Seis din liexico has received * 13 million in
partial-support of a credit program calling for invesiments in a wide range of
products including foodstuffs and severages, textiles, metal products, non-
metallic ores, mechines and chemizals.. Tunds have also bee- made available
by the Dank in the various countries of Latin America to finance project
studies in ‘a wide variety of areas, inoluding potrechuioa.ll.g)
Pinancing by the International Bank for ileconstruction and Tevelopment
. of Latin /mericen petrochemical ventures hae to date been limited to a modest
'Mﬂmabcr of projecta. .En the ea.rly 1960'., the Internctional Finance Corporeation
‘made an investment of appronimntaly 4,0 miilion in -viilisantes Sinteticos,
- 8ela (FERTISL),  venture to. menufacture ammonia and derivatives in Peru., Of
the total IFC investment, elightly'more then one - half was subsequently
placed with investment houses in France, 3witzerland and the U.3. .
““he IFC has nlso played a role in the Petroquimice ‘rgetins 3... (PAB)
venture in Argentina, also organised in the early 1960's. In this instence,
the YPC purchased : 3.0 million of 10 year debentures that .were found to b
wmarketable to the investiment mmity. The 1/°C inveetment represented
nppmim’uly 4.0 /5 of the total project capitalisation. ‘e a deiciled
-+ -disquseion .of the /5L projeet finemcing is available from the United ilatioms
1964 study, the reader {a seferred to this study for fuller deteile. 10)

9) Inid.
10) op. cit.
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TABLE VIIX
Selscted Latin American Petroohemioal Operations
Argontina
1. Cabot Argentina, 8.i., Campans~Carbon black, 13,000 tons/ys
8.  Cardooolor Industirias Quimicas, Campana-Alcohols, Ketones amd Acetates
3. Camo, 8.4,1.C., Buernos Aires - Formaldshyde, 13 million 1b/yr; urea
6.6 willion lb/,?s methanol 50 tons/day.
& wperial 8.A.1.C., Loronso - Carbondisulfide, 14,000 teaa/yr' yr; poly-
lene, 14,000 tona/yr.
$. Dwenor, lio foscoro - Phemol, 8,000 tona/yr; methanol, 10.000 teu/yr.
6. Blestroe! ior, 8.A., Rosario - Amonia, 20,000 tons/yr.
7. Pebricacionss Mlitares, Ric Teroorc - Ammonia and nitric aoid.
8. Intustrias Petroquiaices Mi&n Koppers, 8.4., La Plata ~ Bthylens,

13,000 tons/yr; polyothylens, 6,900 tons/yr.

9. Noasanto Andes, 8.A., Mendosa - Vinyl and polyvinyl chloride, 35,000 tons/yr.

10, Voasemto Avgemtina, 8,4.1.C., Sarate - pelmq1 mem. 000 tone/ywy
polystyress, 6,000 tona/yr; ;Luuaim. 1,800 + &

11, Petrequinico hw:r S.A. (PM8A), Sen Lovenso - 32,000 vona/yy;
- o e ct-gM. 20,00 120 Hu;. 11,300
oy r prodwots 11,300 tona/ye.

12. Petroguiaiea Felwmrica, la Plats - Polyesters 2.000 Sonsfyw,

1. Dow Quimica Argentime 3.A., Debia Dlamen - Dilyylens oxide and derivetives
and progylenc emide and desivetives.

2. Union de Mapresss Fetroquintess ingemtinas, 8.4, L Plste = Biiylens cmide,
Propylene cxidu, ving] saleride i pelyviml shiecite,

3. Elestroohlor, B.A., Rosaric - Trichloreetiylens and cevben Sotvashioride. i
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TiBIL VIII - Continued

Brasil

Byls tions

1. Adesivos Lestiobiios Brasii - Amerios (ALBAS/A) Cubatao ~ Methanol,
. Vormaldelyydo ard Symthoatic resins. ,

2. Bakol Comercio ¢ Industrial S.A., Sao Paulo - Sty-ens, 10,000 tons/yr.

3. Ois. Brasileira de Es: ireao, Cubatao - B‘tyrem, 16,000 tonc/yr.
Tolusne. -

4. Cia. Brasilei~: de Plastioos “»ppers, Sac Paulo - Polystyrene 8,400 ton3/yr.
5. Cia. Bresileira Rhodiaceta, Santa ‘ndve - Polyamid resins 3,000 tons/yr.

6. Cia, do Covbonos Coloidais, Mataripe - Cavbon black 15,000 tona/yr.

7. Oia, Daodoro Incusirisl, Sao Paulo - Urea and formaldehyde, 4,500 tona/yr.

8. Oia. Petroquinica Branilaeira (COPEBM), f20 Paulo - Carbon black
27,000 tous/yr. |

9. Ois. Potroquirioa Naoional (copwm a0 Paulo - Polyethyleme 4,000 tons/yr.
10. Cia. Quimica Thodie Brasiloira, Campinas - Isopropylalochol 4,000 ton-/yr.
11. Clorquim 8.A., Castanodo Sul — Carbon tetrachlox *ide 1,800 tons/yr.

12, Dentaria Brosileira Industria e mz-cio, Rua Tito - Aorylio resins
15 tons/yr.

13, Blekiros do llerdcsto, Ruoife ~ Ootylelociol 3,300 tons/yr. #nd butanol
330 tomm/yr.

14. "abrioa do Borrocha Sintetica (PABOR), Rlo de Jomeiro - Synthetic rubber
40,000 tone/yr; busedione 33,000 tons)m otyrens 12,000 tons/yr.

15. Wbrioca Indra S.4, -~ Indusirias Quimices, Diadema - polyvinyl chloride
“plactisionn 1,500 tons/yr; phtbalio ma:.« A 200 tonsfyr.

16. Fongre Prodwotos Quizicos B.A.,.Sac:Paulo - Benzene chloride 1,300 ton-/m
go,]%;iw:‘t/wﬂa’ce 1.800 tona/yx; bensens dichloride 350 tou/m D.D.T.
’ tona/yr.

17. Geon do Brasil Industrial ¢ Comercia, S Puulo ~ POWI mm
12,000 tons/yr.

18. Industries Quimicas de Frodutos Ptalicos 8.A., fao Paulo - Phthalio an~
hydride 1,800 to* »/yr.

19. Industriss Quimicas Electro-Cloro, Sante indre - Polyot!qlm 1,500 tons/yr.
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20,
21,

22,

23,

2.
2.
26,

T
28,

T8, virz .. Continued

Industria~ Quimiser lcie:. S.dey 8ao Paulo - Maleio anhydride
720 tona/yr,

Industrias Quimiocas Taubate 8.4., 8a0 Paulo - Polyvinyl acetate .
675 tons/yr,

Potroloo Brouileiro 8.4, (PETR(BR ), Oubateo - Ammonia 27,000 tone/yry
8B, rubber 40,000; amnoniwm nitrate 77,0001 nitric aeid 95,% Ritpo-
ganous fertiliser 102,000; ethylene 13,000; sarbon black, progylens,
bensers, o ;

Duque de Caxtas, Rio do Janeiro - Putclicus = 33,000 tonayyr.
Petrolatos Zileo Lid., Rio do Janoirc - Meilanol and fornaldehyde
9,000 tons/yr, o

Qimica Inducirial Brasileirs 8.4,y Sao Paulo - Phencl 3,000 Sona/yr.
ReZinaria e Evploracao de Feircleo "Unimo" 8.A., Capuavs -~ Benseme,
Sotrar:r, sulfu:s, ardnla; mothanol, higher alechols, aocetylens, vingl
derivatives, oayion black, nolvents,

UnZon Carhids co Brasil, Cubatao « Polyethylene 10,000 tone/ys,

VidropYas Compai':ia Invgsinial de Plasticos, Sao Panlo - Polyesters
1,200 tor~/yr, : ; - ‘

Projoa&oﬁ Operations - Proisetn approved by Grupo Executivo da Industria

MMMM.&%J;I%M..& ; ~

1, Ultrafertil, Cubatoo - Niirogonous fortilizers.

2,  Union Cabide do 3rasil, Cubatao - Cthylere, sociylens, beamene, polp-
ethylene, vinyl shlorice, ‘

3+  Petroquimica Uniao, Capuava - Olefinas ond aromaiios,

4. Fioibs, fratu - Aorylonitidle amd ameylis fibrog, S

5. * Paskin, Cemaca™i - fmmonium mlfate, aocione, mlfusie adid, setiyl
nethaorylate, '

6. Cia, Brasilei.a de Istireno, Cubatac - Styreme monomer,

7. Petroquisa, Duque d~ Caxiag .. Synthetio lavex, |

8. Petroquisa, Salvador - Ammonia and uvea,

9. Prosint, Rio de Janeizo - Mathanol,

0. Rhodia, Compinas - Adipio setd, nitpio acid, ‘ammsonta,

Alba, Cubatao - Mothanol
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12. COiquine, Canacari - Phthalic anhydride.
13. Bletrotenc, Santo Andre ~ Polystyrons.

Alla
Ssiadiac Ouexaticns

Mefineris Chileus de Potroloos y Petvoquinion 8.4., Bambiago =
Alizhatio solveats, aromatie molvemts, alditives, N

Alvomos Oolosbience (LBODOL), Camtagens = Nitvapeasud et lisesw
Amoniaco dol Caribe (ANDOAR), Gartagams - Asmonis )00 tony/dey; wree
150 vona/day. |
Oarbogquinios 8.4., Bogote - Mithalic amhypdride 1,000 Some/ye.
Bupross 0o '™ 08, . 3o = Bylfer )0 senflay;
eﬁmﬂm 1%./n l::’u‘rhbuumnﬁr’

+  Iniustris Colosbiana de Pertilisantes, Desvencebormeje - Mmenie,
| wmmcaien aitrate, nitrte asid, wee. "
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TABLEB VIII - Continued
El_Salxader
Esining Samatieny
1. Pertioa 8.4, mn‘*ﬁ = Sulfupia ““g feriilisers,
Bamise

lo  Osre Molima-Foms, iaxieoc City - Lube oil sdditives 1 millien Ib./yw.
& Bertvedos del Btilenc 8.4., Reynosa - Blylens giyecl 18 tone/day;

otl.amolamines 5.4 tons per day.
3. Pertilisantes del Bajic, S.A. Snlemmnse -~ Ures 360 sonsy/dey.
4. Pertilisantes del IBIN0, 8.i., Miastitlen - Lamoniwn nitente, wea, nitele

oid ter M
3. Pertilisantes do Czoidente, 6.A., Cuadalajess - Ammoniun sulfate

36,000 tons yr1 calctum supsrpiscaphate 36,000 tong/yw.
Goon de lextoo 8.2., Mexico City - Polyviayl ehioride and sesias,
Malosasburce 5.4., sante Clare - Casbon tetsashloride 4,000 teanfye.
Mexicans de Pemo! B.J., s’ g0 « iMenol 1 tonn/tey.

Negromex 8.4., Salanamca - Oarbon blauk 4C tome/dey.

Petroleos luxicanos, Coateascnlees - icwionia 200 Vomey/dey.
Fetonlecs ihsioarcs, - Selfwr 13.190 ye; toteutnw 11,008 Sennyy
Petreleos Nex Hinotitlen - 65,000 tenn/yw; Solumne
mmm 72,000 i ascnia 200 Vene/Gay; sasbons |
dioxide 250 tone/dry. ' |
Petrolecs Nexicamcs, Salenancs - Ammonta 200 Sone/dey. - ~- |
Polyrey Led., Baymoss - Polysthylens 30 tons/day. %

|

Poly: imtoa 8,4., Moxzioo Ot &2 800 toma/ye; WI
;o?f oneyye. ’ ty=gy
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TABLS VIII - Continued

17. Salioilatos de Favico S.A., Mexico Ci‘y - Bensoio acid 1,000 tons/ye.
18. Sintesis Organioa, lerico City - Phthalic anhydride 5,000 tons/yr.
19. Tetrastilo S.A., Coatscoaleos - Teiracibyl lead 16,500 tona/yr.

*

1. Corporecion de Resonstruscion y Fomento, Ouso - Amacnium nitvete
70,000 tona/yx.

2. PFertilisantec Uinteticos 8,4, w aamoniwe
suifate 20,000 im}m weonbum aitsote 32,500

1. “ederetion Chemicals Ltd., Point Lisct - Ammonia, amsoniua sulfate,
wes.

2 Yerase m Léd., Pointe-d-Pievwe - Opolchoxane, di-ischuliylems,
mﬁn | .n;-. Wkﬂ seotraner, benssnc, Solusns, naphthotie

| Eiiﬁh?mim&hﬁm(m);m mﬁﬂa&m

smoniws nitreie 49,800 tone/yr; ammonivm sulfate 79,800 wee
ﬁ.ﬁt yr, polystiylens, polyvinyl chloride, synthetic Fubber,
~ﬁ& &,

2. Negroven Dozeo, 8.)., Noron - Oarbon blask 3,000 Sona/yr.




/0. 34/12 y
page 36

TABLE VIII ~ Continued

Eradagiad Ovecetions

1.  Quimicn Venooco, Valoneia - mxm 15,000 tone/yr.

[ N Corporesion Vewnsolana de Petrolec ( 81 Teblasc - m
5,600 barrola/Aoy; busane 3,400 e iq
24430 harrolr/day, ethylene 10.5 il ouhic ¢ day.

Uniear Potroquinioa, ummammvpmmso.mwm

3.

4  Oolombo-Veaegolano de Nitrogeno (COVENITRO), La Tebiase - Asmenia
330,000 tou/rrz wrea 440,000 tons/yr, '

2

Veneswolnn 1al de Mitrogeno (NITROVEY), la Teblase = dememis
300,000 tone/yr, wrea 500,000 iao/;(-r h

6. Mﬁmm, la Teblasc - Ammonte, epemntics,
benasne, olweno, xylens

T M, izam mm




I, "iG. 34/12
poge 37

OB IX

latin American pgmw projects with support

o,

2,300,000 10,220,000

198 . o Gslemante

Bupansien of fertiliser 16,000,000 94,000, 000

aw I'P)  ccmplex ot Noven

Y Denk has also granted OBPO 6 leans totalling 3 39.9 sillien %o grovide svedit
«.um:'m‘q’mm. isolwiing petrochenical ventures to wiilise ethyleme

Jamanl g'tﬂm 1961~1968" Inter-Amsrican Dovelopment Bank, Washiagton, B.0.,
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'ore recently, the "™ has participeted in the finoneins of the
l'etroquimien Uniao project in Uregil. In this project, Ti"C is takiug both
an equity positiow mid = position oe- o long~termereditor, * 2.4 million and
;245 million respectivoly. ‘his project is also disoussed in some detail in
& sudbooquent section.

Sttt ot inoreumg importance cre the activiﬁn of privete investment
‘companies and groups in Latin ‘merice. n increcsing number of such orgenisa~
tions oxist ranging from long-cetablished organizations, such as the Chase
'niernstionel investment Corporatiom, {CI), to relatively new orgonigae
tions, such as the 'del: ‘nvestment Compeny, 3... B
Mliough CIIG has yet to complete on implemented petrochemicel project,
* deteiled lesoription of its mctivities is important. Conversations with
GiIC officincle revenl thet comsiderable attention is nov being paid to th
petrochemical arce end that 2 keen interest uiat: in potantial petrochemiocal
investaents, particularly in Latin acrina, ‘The aotivitics of CIT" oem be
sumarised as follows:

1. '"he fincacing of privatu seotor projecis ia developing countries
on both a londing and cquity basis.
"m“ia‘ oounnel on the dosign and tnplmtatieu of private
ssoter projeocts. -

3. The arranging of tlic overall project imvestmeant nackege, including
the placement of portions of the obligations of tho entorprisc with

' privnte overseas investors and with various governmontel agencies

end intornational fincncing organisations.

CICC appears quite floxible in its investmont policios. inch petomtial
PEOjoct is examined on its merits and implemented prejects very greatly ia
finencicl characteristios. ™he mxwiag, however, doscribes the semeral
sppreoach:

1. 'rojects mwot bo well-conceived and basod on sownd ecenemdos.
romciers of now projccis arc requested to furnish enswors to a
very oomprebansive ten itom ohooklist encemposeing such impertamt
areas as menrgomont, merkets, production factors and project.
coonomias. ! oopy of this checklist is previded through the
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oourtesy of CiIC os Dxhibit Y. . : poneral, projects bosed upon possibly
ophemeral tariff and trxction crronroments ore not well-reccived.

CICC's perticination in any project is gonerally limitod to the

% 500,000 to © 2 to , 3 million rangc. ‘“hc lower limit, which is

quite ime.toria.ly to potrochomicnl projects, hao beun ceteblished to
oonserve managuri-l time and oxponsc. The upper level roprosonts the

| hrirc to meintrin propor portfolio diversificetion with rospect to

projects, indusiry scotors and oowntries. In pituations, partioularly
petrochemiocal projoots, vhore capital roouirements are obwioualy larger
thoa tho upper levcl, UICC oot us an agont in obtoaining additiemal

In general, prospective Wﬂti aust yiold ¢ minime 15 - 20 pcroent
retum on invostuont based upon discounted onsh flow caloulations.

The rate of roturn is obviously subject .o consideratica of the
{avestaent risk involved, an wcll as prospects for the growth of the
entorprise, tho opportunity for oopitcl gaine and such “fall-out®

o8 possible cornercinl banking business oad public relations valuos.

it is prohadly a fair statemcat to say thet CliG's investmont eritoria
tende t0 be morv genorous thaa that of the typical privato U.8., cheminal
sasufacturer for which & 25 peroent rotum is prodobly dcsired.
l1though there is no set ule, CIIC anticipetos that about 60 to 70
poroont of tho toial irvestmomt nackage will bo put up by tho overeecas
isvestors (CIIC plus invoe‘ors obtained Wy CIIC)., The romaining
iavesteent is provided Wy the tuchnical spomeor, the local iavestor(s)
and possibly govoramcntal suppori. An inportont requircment is thet
both the techniocal sponsor sad tho local investor have & signifiommt
fiamoial imvestmont in the project. This rogquirement is 4o inswrv
that the techmionl sponsor nnd the lcoal imveetor have o sufficient
intorest oad financial iavolvemont in tho project in erder to imsurc

a keen levol of aotive rosponsidility with respoct to the success or
the prejoct, Investaent ~t the level of . 500,000 would do considered
inadoquate in a potreocheminal project on tho part of the tochnical
spensor and the looal iavestor.
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1. The Compan; to be Minmnocd
a) Desorive the (proposcd) company, its capital struciure, location and
nature of mejor nctivitics. Civo diographical notus of promotors,
principel stockholders, dircctors, management cad bank reforoncos.
If going concorn, sulmit currcnt belance shuets, camings statoments,
finammoial history.

2, The Creject to be Minenced ,

a) Noscribe the projoct: Is it en oxpomeion, modomisation or a now
undortaking” taic and dosoribe ocosts of plant and oguipmont. Desorive
produots, thoir coonomio justifiontion and ocomtridutions te the hest
oowmtry, i.0., vhet will make it woloome in the heet cowmtrr? (U411
it gemornto dollar income, sove foreign oxchmage; utilisc loecl rew
acterials or loocl lober”)

3. ilrnngemont
a) Mato whet oxporicnced ocorpeorate oatity will coastruct and “perate the
plant, 448 oo motence -nd forvign experience.
b) ihat looal indepenient professicncl seivices will be used (laagers,
sootvntants, onzineors, markoting axperts, ote.)?

4. “.om Motorinls amd ober
a) List row matorinle, sonrce and cost. Iay they bde freely isporved”
b) ‘Mot aro 1abor requivemsmis: Loocal wd cxpatriate, skilled end wmakilled?
Lhat provision for training cad odveneing loocal laber'
% Haskote
a) State projected demerd and selos for moxt five yeare. 'Mat is the
statistical brsic of the projeotions’ Acre ingoris or caperts arc part
of the market show guantitics and value by vouatry,
V) Whes de the cemputition, demostic and foroign?
6) Are there import resirictions, duties, or other govermment regulations
sihich mey affect salus cither in the hest country or expert markets?
Doos the compeay h-ve long-tore snles contraote?
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6. Operations and Minancial lesults
o) Jubmit:

1. 'rojootions of output, ooats, rovonwcs, {oxce and profits for ot
least the first throec yonrs of opcrations or for the period forecign
debt will bde outstomding. 3tctc construction and start-up time,
(Cost itoms should includc raw moterials, labor, power,
edministrotive exponsc, scles oxponsc, depreciation nnd texce. )

2.Cash flou stotomont, showing source ond disposition of fads during
construction and for poriod corrosponding with a) above.

B) that provision is scde for ovorruns in oonstruction and stort-up costs®

7. Coverument wvironmont
e) ‘hat rele will govermment have in tho projuct”
%) ihat iacentives will it offer: .Mat is goveramont pelicy regrrding
repatriction of profits, dividends, inturost and copitel, antrance
end residence of forvign tochaioiams .nd othor frotore which may offcot
the preject? ‘

3. Toaxation ;
State the offective ratc of tamation, giviag deteils of cach tax, its
ratc "ad sy tox profevencus,

9. Capitel Ttogquiromcnts rad Plnaméial Plan
o in dotail by souroc amd ourrcacy how minimum capital necds will be
mot; inoludc working onpital und intorcst during censtruction. State
offorte, if any, mode to reise the roquired nopital omd appronches mod-
to potential leadore and iavesters.

« Indcpcndont Studice
If indepondent tochaionl, ocost, market ‘or othor nm« have teen nodo,
sulnit theto} tfmmmw‘tnnhmw-ﬁuhm
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5. '8 CTIC projccts nrc¢ dircetod toward the objuctive of stimulating
privute invosiment, investment is not mede in projccts subjuct to
governmuntcl control, although governmentcl perticipotion on o winority
basies is possiblc.,

6. Ci1C doos not cstoblish n sct retio boiween debt and cquity in any
projuct. The brounkdown beticen debi and cquity for any projuct is
¢ function of thc conditions of the project and the investment
renlitics, often a function of thc short-run invcstment climatc.
it mey bc said, howcver, that somc dogroc of equity participation is
cosonticrl -8 participation on 2 dcbt Lasis alonc would not bo coonomi=-
crl oonsidoring .3, toxation policy snd the cost of moncy. Somc
dibt is aleo dusirable in ordor to ~llow 2 cash flow, during the carly
yooars of the projuct, aufficicnt to cover the mein oloments of
semagericl oxpnso. The fine doteils of th invostmant package are
quite dependont upon the neturc of sevornl prospoctive participants.
Insurence cempanics, for oxrmplo, arc quite possive ~ad conscrvative
investors duc to tradition and lognl restrictiems. U.3. imsureacc
ocomponics have gonorclly limited their overscos investment t0 hotel
ond land dcals rrther thon imdustrinl projcets. Under those oireum-
stances, the proforence is towerd woll-scoured and guarsatoed dedt
obligntions, ‘vtual funds, with nn invostment polioy of growth cad
copital zppreciction, “ro for morv ~ggressivc.

Te Due %o o policy of purtfalio revolvmeat, CI7C cims for o liquidation
of 1te oquity position in ¢ pcriod of five to tun yunrs. Liguidetion
allows CTIC to obicin ~ capital gein with respect to U.J. tox law and,
of coursc, promotcc loocal centrel and pertioipetion.

3. Votiag control in the now caturprisc is not roquired, howover, a offert
1o mndc to obtrin . rolc in the mmgument of the ventwro.

Tt is tamertont to note frem ronvurentions with <77¢ officiale, that investawnt
oriterin "or Lotin ‘moricam potrochemionl tnvosiments 40 not &iffer signifiomily
frea potrechemionl investacnts in other parte of the world or frem imvestmonts
i othar copital intuneive indusirics, suol 9 the stoel iadustry, for oxraplec.
e felloving points, howevor, ~ppoar t0 Lo signifiomt.
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1. Latin ‘morioan potrochemicel projocts arc cxpceted to be sound,
perhaps soundor than projccte in thc U.3. The potential market
sige must be sufficicnt to support economical production. I!larkct
prospocis must be boscd upon o very reclistic zppraiscl of
_opportunities in downstrcam petrochemiceal derivatives, including o
vory 'critical approech to prospccts bascd upon future rcgional
integretion.

2. mra U3 or Luropcan investors crc operating through Latin merican
subsidiarics, the obligetions of local subsidiarics arc cxpected to
be sufficicatly protected by the parcnt compraics.

3. Perfqmaacc gucrantous are importent, porticulrrly rugording the
prollems projcet overruns. Ideally ovorruns which arc vory common
ia poetrochumiocnl projcots, should bc reflcotcd in on oquity positionm.

Aleo potontirlly vory signifiommt wrc tho activit.cs of ‘doela Investment
Compemy, 3.4. This compony, founded in 1954, pools thc resourcos of over
%90 otk ‘moriccn, RBurcpcen and Joponose bamks, mcnufacturing corporctions
and investaunt companics, with the objoctive of investiing in Lotin moricam
induetry. To date, dela's investmonts in poutrochemiosnls hoa boon limited.
}a oquity investacnt of ~ 200,000 has buon madc in Compamhic do Industrias
Quimicns do Nerdestc 3.’. (CIWINE)., '"his compony, o BuW priva.c veaturc,
is ommstructing o phihalic ahydride plwnt at Comacori in the Dresilisa
liortheast, a lecation cligidlc for the vory cdveatagoous SUNIIE benefite.

‘dele 18 nleo fmvolwed in o Lorderlince potrochamiocal preojuct, iolimores
Centroomoriowmos J.. . (TOLIC284), ia this oamc, 24cle hea andc an invostowmt
of 3 167,000 in » polyviay) chlorids ploat at ilamegua, ‘ficafgun. e plent
will wtilisu ‘mportcd momenor,

12 espuoially significnt riosat ameaplc of the rotivitiue of n privale
inteoraationa! growp ia the ocsc of Jemproir “ndustriel ot igricslec Vemtures
1'Tatrenger (CI'V3), o growp that hos played on leporemmt part in the
Bresilton Pesrequinio. Unio wrejeet. ‘e CI'V. growp, “rench ia origia
1o sgplying 30 poront of the totnl oquity, All on 2 dedt Wats. The
oamtridution is sigrificeptly tied 10 the purchase of couipnent 'l Setvicws
in Prenos.
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In conoluding eonsilderation of the cotivitios of privatc investment groups,
o fow fincl ouscrvations, from the point of vicw of doveloping country project
initiators arc in ordur. These crgenizotions elearly will grow in importonce
in the future cs major sources of projoet finds on gonerally roensoncble tcams,
In addition to finenecing, thcac sourccs will provide important contributions
Yo projcet moncgemont and kiow-how, Core will have to be taken to aveid
weraibly undesireble tic-in avrangementt o tho purchasing of oquipmeny ond
services, A choioo will hove 1o W madc hotween such organisations as
tdoley which offer a very trond ringe of potontinl co-investors (through ite
widely distributed owrnership) and (X706 which ofTors - nerrowcr, but porhans
muve irdividunlly toilored invostmont protaging sonebility, |

Pinod montion, iu coancotinn vith finanoie) sources, should be modc of the
growing opporiunity in Letin ‘morica Cor tho reinvosimant of rotoined
coppinge from petre-hordoc) rcrwress detcniion of carnings has seprescnted
enc of the mest imyortemt cources of finenoing of the lorth Jacricen chomionl
fufustry, the olenul~ cxarple being thet ¢f E.T1s du Pont, Jetained coarninge
of{v* ney efvantngcs, vot the Lcast o vhish ‘s the indenplonce of the venturc
freo the esairel of artorand lincnecing apgenisbions,

Trlomtumalc’ ry et dnel vermingdy 28 o rigmificont sourec of funde fer the
fiarneing o, doveloping cwntry iicehemieonl vomivveer orn not bo listed ia
PRI R Iy i Jlew of fta prescdune apriiecbilite to batin ‘meviea. Yelle
srazrive 1 prafootsy Purt me sulc ondeder Gades, coohinel w'th o grewing
Lotin ‘meriom sooncag, r7 4 orer wp the 3088 . itlew of this sowde,
hWopctully 4a thoe pear Fu’ure,
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t'e prescnt hara scvers) ccsc profilos which, toguthor, illustrate the
various points modc in tho proevious discussion. ‘irest we desoride Lricfly o
projuct in vhich Tntcromor lwecrniol wes not invelved, Petroquimicn Unine,
beocusc it illustrates ‘het fon be ~ohioved through - combination of

coreoful pleaning cnc fficiunt cxucution. The othor onsc profilus oxe

drowm from our oWy cxparionce over the prat 8ix yoors. ( ¢ preject sucovoded,
end onc romcins to s finclly imploncai-ted.

‘“hie projcet wes oritinrlly concuived morc than fiwe yuare agot  Seodoy

it in boiag _rolomantod. he formatien of l'vtreguimica Unito marks e
begiraing of “hat should w1l heoome ihc 1arguet potrochemieals cemplox in
Lotin Mmortes's'!) Mo infviel invostwont for this cemplex vill be about

7t million do)lcre, hut addition~] wemturcs Yy othere t0 wtilise the predwetion
of the acther frollity chould uvontunlly owell the total investment of Unian
cad 148 oustomcre o suwverr] hundreds of wtlltone,

e Potrequimics Uniao ocumplox 17 to B loested ns the site of

Tofimaris Mieo'es Cepurre xfinery. One of thc 1oter prossatntions will dond
with the plaan of Putroquimicn imino in deteil, but it is purtinemt here to
give m outline of the soapc of the peojuct,

“ho initinl oemp'ox *4ll produec 700,000 sutric tons por yoob of preducts
for its o uwso "ad for 'c" 2 to cuntomers.

e profilo of the produsts is ~a followe:

e SRR -
11) *Netreguinior Posndrt (nt:mon Lenendos®,
(740 @ Jmeare, 31 Jonuary 1965) pp "ﬁ'




1D/w8. 34/12
prec 46

- Jthyluno 137,000 tons
- Proprlens ' 100,000
= Putodiuaw 31,000
= iydrogon | 4,000
- L 96,000 *
- Tophian 19,000 *
- Jenson. 10,000 ¢
= Optho-xylens 88,000 *»
= Pogn-ylone 16,00¢ =
- Jelvente 43,000 "
- ‘yamrtic rusiducs 60,000

I 1o owious 2ok » hest of posseshemioenl dorivatives oo W andn fven
His output, Wt ws will ot go iate them hese.

OF she total nitir) cxpitnl veguirement for thi. pesjost, ., 0 ailiiem,
guity onpital reprueonts © 24 millien of the total, vith the remnining
4.9 sillion hawing duen Faised 8 dubt copital, o anjor part of it tied i
With oumittonnte S0 purehase awquignent and cagiscoring Sueviess in Jurepe.

‘“he ocapital sirvetuse of Netroguintor Unies, 20 it 10 prescatly etoustured,
weslis down 8 follows:

a—g—r—
Puireguinn s.aﬁ) % 60 mildton (29 )
4o See Noments®) 60 millten (B3 %
Cine Serwtlcisn do ) ( N
Prptieipacces 5.6 sillten (13 0)
Oespevedion Al (v %)

sotal onuity cepital 3 54,0 wiliten

a) Tetrochenioal swinidingy of Potsolews 3.1
b) Walter Nercirr Sallcs growp
o) Purt Igel grewp '
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”wﬁ millien
2‘5 ]

] : L
“05 million

70.5 atllion

It will bo scom thet the projoct ie modoratcly lovirrgod, with the
oquity reproscating M porcont of ho totrl copitcl imputs, wnd dcui finemeing
66 porosnt. It is further interesting to note kot 57.5 poreent of the toted
faput, that offured Wy 7 VR, commite noguisition of oguipment and agineovring
ia Preamec. mmummummm
mmm wwu)

4) loator of Pranch fincoeing pecl, Dongu de lerms lergeet
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Fin-neing » pctrochumicerd ventur by o comncay hoving ta cxieting
oporetion in - Latin ‘mericen country is in eamc woys mde casicr, ef.co n
reoord of suocceuesful cpurrticna in the cowrtry mckes dobt oapital ofton
easicr to reise, nnd brocuse, in most ccecs, roirined loenl crmings o
availrhlo to suppert o~ portion of thr ncu invootmcat, (In \vis comc w must
dic-aige drtos, produrts, Sasuwitn, ond count:y to provide mmonymity of the
ecarcay invelved: hoorusc of the senll numbor of cxisting pcirochomiocal
cpernticns in the ores to do othoridsc vEPOs. th¢ tden.ity of the projoet),

Ocera Ghomior] ‘atornstionc) (C57) buil, ive origin:l plont in Son
Podro in 1950 it 2 oost of : I million. ‘is Joint venture poartacr, Chemr
3an Podre S.... ocemtriiuicd &0 | of ‘he oquity, most of thc money haviag be.a
tarrsind, Per OCI, r rodopnicernised ovopgone cromicn) company, thie wns its
-3t veature in Letin ‘aciics. Hoppily, it wos o good onu: Wy 1963, as the
feevlt of cmoourcging the Jovelopaat of dowmsiroom indwstrios, the plrmt wne
rold out, sl uxeoss comittiontia ixrc boing homor.d YWy importe to sughont
S el lemy Uith the maitet eontinuing tu grow, it wos clerrly post time to
ocusidor bu'idine mow orpiotiy. ¢ wes ducided thorefore to doulle $he
sty of the oxiztiae picr t cad, at the swe -imay to include facilitice
for the produeting o8 2000 {we ;o yerr of . civter groduct, demend for whieh
W iag sctiefic oy oth re tascash anporie,

agincering tiwlica o' c d Lhat the totrdl ocest of ‘he now plent would
be 2t millian, Y e.dliem g ghep srviown wrparicics wuld hawy indiontid,
Hil), 07 orleul- tiens wre frworcblo, and 1t wre ducided to procood.

01, hewing ~nother ;rojoet wide. oy el iwrhore, rl Alrely hewing
oTiticd r magor pat of it arpital to 3aa Pedro, dctomined to tmwoet itsulf
only } & million V0 Whe projouet, on th. condition thet it oould dervew that
Wt cad thot 1te nartior Chenr would put wp o ectahing 1.3 million, anking
T lenl of . 7.3 aillten, ar 33 . of the rumired invuetucat capital. In
odditdon, 0T, L., the loon! operiing oompeny in Sen Pedro, hod ~ecwmalatud
© 32 million in retrined sammings, -ad it vas mutuclly agreed by tho partacre
0 ceawnrk this fund for the new projoct. ‘‘hus the aveiloble internanl
invosiront oapit l for the projcet wos - 10.5 million, or %0 € of the total
motnt roquired.
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/s the result of comversantions with S\pnm eround the wrld,
equipment loams of ° 7.2 million were negotiated. .'n additional } 1.5 milliom
of equipment-purchase locas frem ‘lorth /mericc wes turned down because of
wfavorable terws. ™hus by lnte 1964, only . 3.). milliom of the required
tavestaent remained to be raised. |

- majer intermetional investaent bank was coataotod, rad sxpressed interest
in providing the remaiaing amount, but prefferred taking half as oguity
oapital. Thie osulc not Do worked out to the sctisfaotion of ths three parties,
ad the negotiations wre temperarily sdjourmed. 'n the meantisme, & reo-
netesmment of the engineering cost study suggested that the totrl project
cost wild actually b slightly over @ 22 million, bectuse of increcses
ia the prices of staialess stesl, special equipnsat, and Peocess-cenirel
oquipment .

Tegotiations wore recpaned with the Wamk in 1965, but ~fter s number
of wootiags, the sitwation still had not Yeen resclved. ' sudsoription
hrough 1ocal brmbs ia 3em Pedre wa considered, Wit Sejected. Iy this t4me,
howwer, the retained camnings of OC!, 3., hes risem 10 7 4.6 nillien, and
Chemn cspecially was preseing for seme sert of rotien:' either invest the
oalings or pry them out. ia the end OCI ~rrenged for am ioow of Mebemtures,
nd 0% last the go-rdecd we given for cemstrwstion of the plamt.




ln opportunity hns existed in n nejor s..atin ‘mericon country for the
moaufaoture of an important second generstion potroqhnwal derivative of the
aronatic type., "This product possesses important mcrkets in the pharme~
ceutioal field, plus other uses. ‘o ourpent production of this product
exists and imports are costly. ™here is 890d rav mnteriel position because
of the fincl events of the previous ocse

! emall project promotion group has rttempted to implement the

ersaauity. One major intornational conglemerste type organisetion, with
chemical interests, closely allied to this product, has turicd dowm the
opportunity due to doubts about the country m.d the curremt wrld-vide
cepital situation and four thet owm Process mey mot be competitive (an alter-
RAtive precess exists). The preject premetien TOW 18 oontinuing its efferts
md now has = inftinl comhitaent from an mmmmtﬂ OONpERY.

The estimeted total investmcnt ia this preject is rdout § 0.0 siliten.
Of this figure, spproximately 2% pevoent or 9.0 sdllien will bo mrised
loeally. "he loosl investment wil) % provided about 50 veroent VW » leesl
muﬁ-m&-!ﬂscm. Nt the remataing © 15.0 willien,
about ° 10.0 million will Lo provided by the venture acpital ommpeny .nd the
renainder will be obtatned 0103 other oversens Sources.




11.574 66

2,057 219 98,331 325,191

46,95 35,z

4,128 421
10v,212 272,
18,6% 1071

87

810 74

4,404 597 336,276 1,257,986,560
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