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INTRODUCTION

1»  The Industrial Development Board in May 1978 decided that a consultation
meeting should be convened on the petrochemical industry; UNIDO was therefore
planning to convene the First Consultaticn Meeting on the Petrochemical Industry
in Mexioo City, Mexico from 12 to 16 February 1979. As part of the preparations
for that Meeting, UNIDO, in oo-operation with the Governmeat of Qatar, held

the Regional Preparatory Meeting for the Arab States at Doha from 21 to 24
Octcber 1978.

2. The head of the delegation of Qatar, T. Hadidi, was eleoted Chairman of
the Meeting. The partioipants were as listed in the annex,

3. The Meetirg agreed that the UNIDO team would present the main conoclusions
of the UNIDO World-wide Study of the Peirochemical Industry: 1975 toc 2000.
That presentation would serve as a basis for discussions with the object of
agscertaining the iesues relevant to the first glcbal consultation meeting on
the petrochemical industry.




CONCLUSIONS

4. The Arab countries as a group possess the greater part of the world's
hydrooarbon resources and it is their right to maximize the revenues of this
valuable non-renewable material. Since the market value of a petrochemical
product is, on average, about 10 times the cost of the hydrocarton feedstock.

the production of petrochemioals is the natural and obvious ohoice.

5. Arib countries 4o not oonaider the establishment of a petrochemioal
industry solels as a profit-making undertaking. Socio-eoonomio benefits have

also to be taken into consideration.

6. The Arab countries intend to develop an integrated petrochemical industry

in stages each according to its own structure ari policy, starting with basic and
intermediate products and extending to the end products. The planned production of
petroohemioals in Arab countries represents a very small percentage of the

total world demand. ™his should be compared with the faot that they are

the producers of more than 30 per ocent of the world's supply of hydrooarbons,

the main feedstocks of the industry.

T Joint ventures between Arab oountries for the development of petrochemioal
and down-stream industries should be enoouraged. Co-operation between Arab

countries in the marketing and, whenever possible, in production is desirable.

8. The establishment of regional information, research and development

servioes is essential to support further development of the industry and to I
gradually reduce the dependenoe of the Arab petrochemical industry on

imported teohnology.

9.  Arab countries would be able to finance development of down-stream
industries in other developing countries to satisfy their demand and at the

same time oreate outlets for Arab products. Joint-ventures should be oonsidered
to aohieve that goal.

10. Co-operation of Arab oountries with developed countries was most desirable
in the areas of teohnology and market development. That oo-operation might
take the form of joint-ventures. )



I. THE UNIDO WORLD-WITE STUDY

11, A summary was presented of the oonclusions of the World-wide Study of
the Petrochemioal Industry (1975 to 2000) undertaken by UNIDO on the ourrent
situation and prospects for the years 1985 and 2000. In particular it was
emphasized that a great change in the production cost of petrochemicals,
especially in ethylene, had taken place since the adjustment of oil prioces
late in 1973. For example, there had been a considerable deoline in the
fixed oosts portion of the total manufactured cost of ethylene from 39.5

per cent in 1972 to 19.3 per cent in 1977. On the other hand the variable costs
share, whioh was composed mainly of raw materials and utilities, rose from
44.4 per cent in 1972 to 72.9 per cent in 1977. That would make petrochemiocal
plants in Arab countries with abundant and relatively oheap feedstooks compe-—
titive with plants constructed in the developed countries, even though plant

costs in the former were higher than in the latter.

12. It was also suggested in the Study that if the objeotive set by the
Seoond Jeneral Conference of UNIDO at Lima, Peru, in Maroh 1975 were to be
avtained, the developing world should have as a target a share of 35 per cent
of the world's petrochemical production in the year 2000. Of this 35 per oent,
the Arab oountries, with their abundant hydrooarbon resouroces, should oontri-

bute a sizeable proportion.

13. A summary was also presented of the results to date of that part of the
UNIDO study that would deal with the strategies of the oorporations and states
involved in the petrochemioal industry as regards feedstocks, teohnclogioal
and manufacturing patterns, researoh and development orientations, and trade

and market legislations.

14. The disoussions that followed emphasized the seleotivity of geographioal
manufaoturing spread and sectoral redeployment with their implications for the
developing ocuntries, as well as the increasing reshaping of relationships
between the state and the ocrporations of developed countries. That led to
the oconolusicn that those trends would confliot with the attainment of the

Lima target.
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II. THE CASE FOR ARAB PETROCHEMICALS

15. The participants pointed out that the world-wide consultations launched
by UNIDO were envisaged as a framework within which developing countries
would discuss with developed countries how both groupe would contribute to
world industrial output to achieve the Lima target. The following arguments
were presented to support the case for a significant Arab contribution to the

future world petrochemical output.

16. It was first stated that the Arab oountries were over-extracting oil,
their main, non-renewable source of wealth, to satisfy the needs of the
consuming countries; by doing so, those countries were obliged to flare most
of the associated gas. Therefore, the only alternative left to a lower rate
of extraction was to up-grade an increasing part of their hydrocarbons through

the development of petrochemical indu~tries.

17. It was noted that the current and projected petrochemical production by Arab
oountries until the end of the century, represented a marginal part of

total world production. Thus, the marketing of future Arab production of
petrochemicals called for a different response than, for example, the

attitude adopted so far by the EEC partners in the Arab-European Dialogue.

In this oonnection, Arab countries found it diffioult to aooept the EEC

argument that the markets were saturated when the developed couniries were

actively investing in new plants mostly loocated in selected developed countries.

18. The time factor was important; the earlier the Arab countries started,
the better it would be for them. Delays in starting petroohemioal produotion
would mean paying higher investment costs; on the other hand, immediate

project implementation would enable new producers to approach

export markets upon their full reoovery, whioh was expected in the early 1980=s.
Furthermore, to put new plants on-stream at their full capaoity usually took
a few years. The Arab and other developing oountries, therefore, nesded to
speed up the establishing of petroohemical industries. 1In addition, as oil
and gas prices were expected to inorease during the forthooming years, tie

Arab oountries would find themselves in an inoreasingly competitive position.

19. It was stressed that for the Arab region, whioh was basically oil and
ge8 produoing, the petrochemical industry was a main sector through whioh the
Arab oountries oould oontribute efforts to the attainment of the Lima target.
It was in that seotor and others, suoh as the fertilizer industry, that the
Arab oountries oould, and must oontribute to the aohievement of the Lima

objectives.




20. The Meeting pointed out that in praotioe the Arab oountries ocould and
would promote their new projects following different time sohedules.

Although the Arab countries were determined to achieve the full integrated
development uf the industry (that is enoompassing basic, intermediate and end-
products), it was stated that some of them would start by setting up facilities
to prcduoe basic and intermediate petrochemioal products.
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III. PRODUCTION OF PETROCHEMICALS

21. Varbus aspeots related to the production of petrochemicals in Arab
countries were discussed. It was pointed out that although cperaticnal )
problems were expected they would not be muoh different from those already

enoountered and solved during the development of the Arab petroleum refining
and fertilizer industries.

22. The question of oomparative loocation wag algo oonsidered and it was
pointed out that although freight, special design and the higher cost of
construction contributed to higher investment oosts in the developing
countries, those factors were more than oompensated for by the seoure and
direct oontrol of the feedstook at relatively low cost.

23. The production of the existing Arab plants and projected plants woeuld,
at the outset, be mainly basic and intermediate products. However, down-

stream extension and diversifioation of production were to be expeoted.




IV. CO-OPERATION BETWEEN ARAB COUNTRIES

24. 1t was suggested that the Arab oil and gas produoing ocountries should
enocourage, through joint ventures, oomplementary down-stream operations

in other more populated Arab countries.

25. It was pointed out that Arab regional oo-operation in marketing and,

wherever possible, in produotion was most desirable.

26. The Meeting stressed the necessity of estallishing regional centres for
information and teohnologioal research and development to provide techniocal
support for the Arab petrochemical industry.

27. A suggestion .as made to enoourage a mutually beneficial exchange
between Arab oountries of their experiences in the rea of contraoting with
foreign partners.

28. It was further suggested that existing regional Arab organizations
involved in petrochemical activities should assume a dominant role in the
implementation of the above proposal and should maximize the utilization
of exiting data. The partiocipants expressed the wish that UNIDO should
oontribute tc that effort.




V. CO-OPERATION BETWExN DIEVELOPING COUNTRIES

29. It had been stressed that oo-operation between Arab oil-produocing
oountries and other third world oountries was fundamental to the promotion
of petrochemioal manufaoture in the developing oountries as a means of
achieving the Lima target. The way to promote petrochemical—

based trade between those two groups of oountries might be to enter into suoch
a relationship through industrial promotion, inoluding joint ventures, on
the basis of regional oomparative advantages and regional rationalized
specialization,
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30, The Meeting felt that co-operation between petrochemical producers in the

Arab area would help them to overcome market obstacles,

31s It was stressed that oredit facilities were being needed inoreasingly
to finance petrochemical exports. Therefore, the existing Arab finanoial
institutions should be involwved.

32, The Meeting emphasized that the markets of developing oountries, including
Arab ones, should be developed for Arab petroohemioals through the establishmens
of down-gtream industries.

33, It was felt that although ocertain joint venture agreements provided for
marketing, the national partners had to be involved in marketing in order
to be able, at a later stage, to themselves market their produotion.

34, It was observed that while ocompetition might be acceptable in the final
analysis, restrictive market practices were not because they were meant to
obstruct the export of industrial products of developing countries,
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Annex

LIST OF PARTICIPANTS

Algeria

M. Benkanoun

Sous-Directeur de la petrochimie au ministdre de 1'energie et des industries
petrochimiques

80 avenue Ahmed-Ghermoul

Algiers

Iraq

S, Yassen

Under-Secretary of the Ministry of Industry
Ministry of Industry and Kinerals

Baghdad

Kuwait

A.M. Ghoniem

Olefins Project Manager and Planning and Development Manager
Petrochemical Industries Company (PIC)

P.0, Box 1084

Kuweit

A. Albinali

Planner (Projects)

Petrochemical Industries Company (PIC)
P.0. Box 1084

Kuwait

Lib rab Jamahir

A. larbad

General Director of Planning
National 0il Company

P.0. Box 2655

Tripoli
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Morocoo

M.A. Assila

Conseiller A 1'Ambassade du Maroc A Doha
P.0O. Box 3242

Doha

Qatar
T. Hadidi

Senior Petroleum Expert and Member of the Board of Directors

Qatar General Petroleum Corporation
P.0. Box 3212
Doha

AM. Al-Phani

Industrial Development Technical Centre
P.0. Box 2599
Doha

N.E.ACA. Orabi

Vice-Chairman Qatar Petrochemioal Company and Consultant and Nanager
Refining, Gas Prooessing and Petrochemicals Department

Qatar General Petroleunm Corporation
P.O. Box 3212
Doha

M.Y. Shana'a

Petrochemical Expert

Industrial Development Technical Centre
P.0. Box 2599

Doha

AsHe Al-Ansari

Public Relations Manager

Qatar General Petroleum Corporation
P.0. Box 3212

Doha

E.N, Almotawa

Head, Sales Seotion, Narketing Department
Qatar General Petroleum Corporation

P.O. Box 3212

Doha

uo Assaf .

Economic Researcher

Offioe of the Ninister of Pinance and Petrolewn
POOO Box 3373

Doha

F.R. Shurayh
Head of Research Section

Refining, Gas Prooessing and Petrochemicals Department
Qatar General Petroleum Corporation

P.0. Box 3212

Doha

-




-15 =

S.M. Elgabaly

Petrochemical Engineer

Refining, Gas Processing and Petrochemicals Department
Qatar General Petroleum Corperation

P.O. Box 3212

Doha

A.H. Rasheed

Accountant

Industrial Develocpment Technical Centre
P.O. Box 2599

Doha

R. Sleiman

Petrochemical Engineer

Industrial Development Technical Centre
P.O. Box 2599

Doha

W.NM, Shtweh

Petrochemical Engineer

industrial Development Technical Centre
P.O. Box 2599

Doha

M. Alnoimy

Third Seoretary

Ninistry of Foreign Affairs
Doha

Saudt prebis

M.I. Al-Qurtas

Project Cc-crdinator

Saudi Besic Industries Corporation (SABIO)
P.0. Box 5101

Riyadh

A. Nojaidi
Head cf Marketing Diviasion

Saudi Basic Industries Corporation (SABIC)
P.O. Box 5101

Riyadh

ITunisis

M. Ben Abdallah

Directeur Genersl adjoint de l'entreprise Tunisisenne d'Activités petrolidres
11, avenue Khereddine Pacha

Tunis

United Arsd Emirates

AcA.L. El-Husseiny

Senior Economist

Abu Dhabi Naticnal Oil Company
P.O. Box 898

Abu Dhabi




- 16 -

Representatives of organizations
APICORP

H. Abd-El-Aziz
Economic Expert
P.O. Box 448
Dhahran

Saudi Arabia

M. Layous

Senior Projects Executive
P.O. Box 448

Dhahran

Saudi Arabia

Arab Monetag Fund

K.M., El-Imam
Assistant President
P.O. Box 2818

Abu Dhabi

Economic Commission for Western Asia

T. Al'Khudayri
Regional Industrial Adviser
Beirut

Lebanon

Quif Organisation for Industrial Consulting (P.O. Box 5114, Doha, Qatar):

A. Alkhalaf Ali
Secretary (eneral

r.r. Ghobrial
Expert

R. Maudgal
Expert

A.B. Alnaid
Secoretary General Assistant

M. Shaikh Ali
Adviser

N.A. Borham

Manager ,
Petroleun Industrialisation Department
P.O. Box 20501

Kuwait

Kuwait

sation of Petrol 4t [

P. Al-Chalabi

Deputy Secretary General
93 Obere Donaustrasse
Vienna

Austria
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