
                                                                                     

 
 
 

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION  
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria 

Tel: (+43-1) 26026-0 · www.unido.org · unido@unido.org 

 

 

 

 

OCCASION 

 

This publication has been made available to the public on the occasion of the 50
th

 anniversary of the 

United Nations Industrial Development Organisation. 

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCLAIMER 

 

This document has been produced without formal United Nations editing. The designations 

employed and the presentation of the material in this document do not imply the expression of any 

opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development 

Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its 

authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or 

degree of development. Designations such as  “developed”, “industrialized” and “developing” are 

intended for statistical convenience and do not necessarily express a judgment about the stage 

reached by a particular country or area in the development process. Mention of firm names or 

commercial products does not constitute an endorsement by UNIDO. 

 

 

 

FAIR USE POLICY 

 

Any part of this publication may be quoted and referenced for educational and research purposes 

without additional permission from UNIDO. However, those who make use of quoting and 

referencing this publication are requested to follow the Fair Use Policy of giving due credit to 

UNIDO. 

 

 

CONTACT 

 

Please contact publications@unido.org for further information concerning UNIDO publications. 

 

For more information about UNIDO, please visit us at www.unido.org  

mailto:publications@unido.org
http://www.unido.org/


' 

I ~0 It - Eri~El~i;~l:lel> I 
United Nations Industrial IRveloprnent Organization 

Thir~ Consultation on the Petrochemical Industry 

Vienna, Austria, 2-6 December 1985 

ISSUE N0.1 

LONG TERM ARRANGE>tEN'TS FUR 

ID/iG.448/2 
20 September 1985 

ORIGINAL: ENGLISH 

THE DEVELOPMENT OF THE PETROCHEMICAL INDUSTRY 1 ... QC~ . 
IN DEVELOPING COUN'mIES 

Issue Paper• 

Prepared by the 

UNIDO secretariat 

• This document has been reproduced without formal editing. 

v.85-31103 



- 2 -

I. BACIGROUND 

II. WORLD SUPPLY OF AND DP.HAND FOR PITROCHIMICALS 

III. SURVIY AND ANALYSIS or JOINT VINTURI ARRM«lDIBNTS 
l.N THB PBTROCHBMICAL INDUSTRY 

IV. C<>-OPIRATION Ml>NO DIVllDPING COUNTRIES TO PJD«>TI 

THI DIVILOPMllft' or PITROCHBMICAL INDUSTRY 

v. POSSIBILITIIS or GIDBAL CO-OPIRATION IN PITROCHBMICALS 

VI. THI ISSUBS 

, 



- 3 -

1. '11le Second Conaultation of the Petrochellical Industry. held in Iatanbul. 

Turkey. 22-26 .June 1981. ~ that UNIDO Secretariat: (a) exainea the 

various fol"llll of long-tera errancement• for the development of the 

petrocheaical industry in the developing com1triea and adapt the existing 

general guidelines on joint venturea; and (b). in co-operation with the 

parties concerned. develop a progr&me of co-operation 8110ng developing 

countries !t 

2. '11le •eminar on the petrochemical industry jointly organized by UNIDO. the 

Organization of Petroleum lxporting Countries (OPIC) and the OPIC Fund for 

International Development also emphasized the need to exa11ine exi•ting 

co-operation arrangement• with a view to foraulating guidelines for such 

c!'.l-operationa. ·g/ To tbie end an Advisory Panel of Bxperts fonted by that 

seainar, convened three separate meetings. An additional meeting was 

organi?.ed between llellbers of the Advisory Panel and representatives of the 

petrochemical industry in the developed countries. ~/ 

3. '11le activities undertaken in pursuit of the rec01111eDdationa pertaining to 

this issue have been divided and 1rouped under four different headings in this 

paper, namely: 

a. world supply of and dmand for petrocheaicals; 

b. eurvey and analysis of joint venture arrangements in the petrochemical 

industry; 

!/ Report on Second Consultation on the Petrochemical Industry 

ID/WG/7/Rev.l para.3 

21 Report on OPBC/UNIDO/OPBC Fund Sellinar on Co-operation aon• 

Developinf Countrie. in Petrochemical Induatrie., pafe 8 
31 T~'A --~- 1C .......... , r-a ...... 
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c. co-operation 81k>Dg developing countries to promote the development of 

the petrochemical industry; and 

d. possibilities for global co-operation in petrocbeaicals 

4. In order to collect accurate aa well rs independent infoniation to enable 

i~!~r-alia realistic projections for future supply of and deaaad for 

petrochemicals, a comprehensive data base bu been compiled by UNIDO 

Secretariat. The first draft of this data beae coven 25 ll&jor petrochemical 

products with a geographic coverage of some 110 countries in the fo~ of 

statistical ti.lie series starting in 1970. Thia data base is subject to 

continuous expansion, revision and up-dating.It is currently structured on a 

country as well as on a product basis and will be i:l.:orporated in a 

computerized data 11&11agement systea. 

5. The infol'Jl&tion contained in the data base bu already proven 

indispensable in the preparation of various background, policy and iHue 

papers in addition to providing valuable support for the purpoae of project 

f o~lation in technical assistance activities. In a broader aenae, the data 

base can be perceived 88 a valuable support of i\ll work deployed with the 

objective of promoting the eatablisllllent of petrocheaical industry in the 

developin• countries. 

6. The Expert Group meetinga such 88 t.he Advisory Panel on Petrochemicals 

and lxper~ Group on International Co-operation in this sector, convened after 

the Second Consultation on the Petrochalical Industry to assist in 

i•plaenting its recic•endationa, recoOJized the value a-id relevr.nce of the 

data b88e and have emphaaized the necessity of continuing this effort. 

t 

' 
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III. ~Y!!~f-~~ ana!f!i!_of_j~!nt=!~ntu~-~~~n!!_in_!~~ 

~!r~i~l_indlJ!!!f 

7. In order to provide substantive and original inputs for the preparation 

of guidelines on joint ventures in the petrochemical industry, some 50 

individual cases were studied. The objective of the survey, on the basis of 

case studies~ was to adequately reflect the actual experience ella.Dating from 

operating joint venture arrangements. The infonl8tion thus obtained ia treated 

as confidential, which although fully preserved in the guidelir.es 

nevertheless, convey the salient features of the joint ventures. The document 

containa a synopsis of views expressed by those reaponaible for existing joint 

ventures on a regional basis. The findings of the survey are represented in a 

11atrix fo~, including the identification of a set of objectives, problem 

areas, role of governllellt, conditions for success for joint ventures etc. The 

requirements for the creation of joint ventures in general, and for those 

between the developing countries in particular, are closely ex1111ined. 

8. The basic 11ethodology employed in drawing-up the guidelines rests on the 

potential of deducing lle8Dingful conclusiona from past experiences. This 

approach ia also intended to enable a better understanding of the evolution of 

the joint venture concept in the petrocheaical industry and its interaction 

with the current process of reatructuring. Likely trends for future pattern of 

international Joint ventura. aigbt equally be construed frcm the evaluation in 

respect to exiatin1 arran1ementa. The various component• of Joint ventur:e 

agreements e.g. financin1, technology, market, organization, feedatoclu·, 

infrastructure, plannin1, technical assistance, trainin1, R and D and finally 

le1al considerationa have also been delt with from the technical, C01111ercial 

and corporate perspectives. 
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rv. ~~=~~!i2~-~_._~!!l~i~~!ri~_!g_er290t! 

!~!-~~!!!Q29ent_~f_!~-~!r~i~1-i~U!!rr 

9. Accurate and reliable information ia a basic prerequisite to all for11a of 

co-operation between developing countries in the petrochellical industry. To 

thia effect, a comprehensive inforlllltion gathering and evaluation effort baa 

been launched by the UNIDO Secretariat on three fronts: 

a. a data base on the supply and dell8lld for 25 major petrocheaical 

products starting with 1970 ti.lie aeries covering same 110 countries; 

b. a directory of technological capabilities of the developing countries 

in the petrochemical industry; and 

c. a survey of new process technologies having a direct bearing on the 

petrochemical industries of developing coui;tries. 

10. The second meeting of the Advisory Panel on Petrocheaicals identified the 

opportunities for co-operation &110ng developing countries. For this purpose, a 

systea was designed where all individual elements inherent in this 

co-operation were identified. The Panel then focused its attention on the aain 

factors and conditions for the successful contribution of that particular 

eleaent to the overall and effective partnership among developing countries in 

prOllOting their petrocheaical industries~/. 

11. In addition to the specific factors thus identified aa influencing the 

opportunities for co-operation among developing countries in this industry, 

the Advisory Panel also considered the 118ke-up of a general environment 

conducive to such arrangements. They underlined the i11PQrtance of adequate 

channels of communication between the petrochemical entitie. of the developing 

countries, since infol"ll8tion was jud~ed crucial in fostering the desired 

co-operation. 

41 Report on Second MeP.ting of the Advisory Panel on 

Petroche11icels, Annex 2 
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12. The second area exerting an appreciable influence on co-operation 

concernes the need to undertake subatnntial efforts for confiden~-e building 

and promoting autual good-will among bwsinesa partners. The reliability to 

honour ~itmenta baaed on competence and experience has to be convincingly 

demonstrated. 

13. Socio-economic stability and preparedness for continued co-operation in 

conjunction with an ability to adapt to evolving circumstances was considered 

another llBjor element for successful business fol'lllltiona. 

14. Finally, the availability of sufficient capital funds was recognized, 88 

a precondition for initiating 118DY joint activities 8110ng the developing 

countries in the petroclv.-ical sector. The Panel concluded that, regrettably, 

sound business propositions, involvjng South-South co-operation, increasingly 

encounter difficulties in aecurinl adequate packages from the established. 

sources of funds. 

15. On the reca•endation of the Second Consultation on the Petrochemical 

Industry, the first expert group meeting on international co-operation in this 

sector was convened by UNIDO, in Vienna from i9 to 21 September 1984. 

The deliberationa of the experts were orcanized around three 11ain 

headings: 

a. opportunitiea opened by the clobal restructuring of the petrochemical 

induatry 

b. ba.ia for the promotion of international co-operation 

c. activitiea required to prepare and implement sch81188 of international 

co-operation 
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16. It was agree<' ..:'W>Dg the experts that the .:lifficult adjustment process 

facing the world petrochemical industry, necessitates, !!!te!: ~U!h cloee 

co-operation, up-to-date infol'9Btion syste1111, cross-sectoral coordination, 

realistic supply and delland projections, rational investment decisions, 

availab iii ty of technology, know-how and services, at global, regional and 

national levels. 

17. Thia could be best achieved by elaborating packag~type systems applied 

regionally. Education of both developed and developing countries to increase 

their awareness of global possibilities in the sector, would also greatly 

assist in hanlonizing the global petrochellical operations in the utilization 

of available resources in a rational, economic and realistic manner. 

18. The experts also concurred that government policies, especially in 

developing countries, provide an important frwwork for busineea evaluation 

and ultimately project profitability. Legialation pertaining to joint 

ventures, foreign invest8eDt, capital repatriation, fiacal incentives, tariff 

structure, pricing policy etc. are all crucial in attracting foreign 

participation in the petrochemical industry. · 

19. Up-to-date information about factors auch as aupply and delland, 

capacities, export and import potential, technology i11Provementa, national 

policies, interaectoral lin1<ages etc. were considered another indispenaible 

basia for international co-operation and where lJNIDO could play a leading role 

in the proviaion of such data. 

20. UNIDO waa equally requested to organize additional meetinlfa of the 

responsible aaoagera of the industry frOll both •rou1>9 of countries in order to 

senaitize thea to the 118DY opportunities for international co-operation that 

exist but remain largely untapped. Exchange of experience was also felt in 

great need in pr0110ting schelle9 of co-operation and in avoiding the creation 

of non-viable petrocheaical projects. 

21. One ujor illpedi11ent to the continued expansion of the •ector in 

developing countries wu, u expreaaed by a r.onsen•ue, wide-spread 

inadequacies in 11arket research and development. To rt!lledy this situation 

would, apart from d011eStic i11Plicationa, also rf...-ove a serious obstacle in the 

way of regional or internatio~1al co-operation. 



- 9 -

VI. ~ .i.••lle! 

22. Long-tena arrenaements f'or the development of the petrochemical industry 

in developina countries obviously ~s an extremely large and varied 

field of activities. The conatituent elements corresponding to this 

umbrella-definition have been individually identified and discussed by three 

meetings of the Advisory Panel on Petrochemical• and the Finat Expert Group 

Meeting on international co-operation in this sector. 

23. 'l\ft> components, ~ly an analysis of joint venture arrangements and the 

creation of a petrochemical data b•e have been i11Plemented by UNII><> 

aecretariat, to be reported to the Consultation. 

Additional work done by the secretariat and to be presented to the 

Consultation aa background documents concerns: 

- A global evaluation of the petrochemical industry and the new 

opportunities available in its future develoP9e0t; 

- A COllPrehenaive .. rket analysis of the industry indicating trends with 

respect to trade and pricing policies, non-traditional fof'll8 of trade 

including buy-back and countertrade and their influence on the industry; 

- A •pecial study on the develoP119Dtal and legal aapects involved in 

gaining access to technology i11prove11ents. 

Among the other question• con•idered within the fr&11eWOrk of long-tera 

arranaement• by the fir•t expert group meeting, preli•inary investigations 

relate to research and development in the indU8try and 11eaaures neceHary to 

promote down-•trea11 operationa in the petrochellical indU8triea of developing 

count::-iea. These two queationa are being presented aa •eparate lHuea to the 

Third Conaultation on the Petrochemical Induatry. 
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24. In addition, several i11POrtant questions like fi.;.,ucing, marketing, 

technology transfer, training, operational aspects etc. also warrant a closer 

scrutiny. In view of the li•ited resources at the disposLl of the 

organization, a selective approach in tackling the aore relevant aspects of 

problea areas inhibiting the develo&>llellt of the industry in developing 

countries is necessary. 

25. To this effect, the Consultation is invited to consider some of theae 

questions conaidered i11p<>rtant which could be further developed by the UJUOO 

Secretariat. They could be grouped aa follONB: 

a. Activities related to the creation of a ceutral data base on the 

petrochemical industry in UNIDO: data acquisition; organization of 

data, interaction with national and regional data centres, forms of 

data services, etc. 

b. Activities related to confidence building lle88ures: Organization of 

workshops/se11inant/meetin&a/training progr811118a, etc. to exchange 

experience in all fields related to the petrochellical induatry, 

establishment of regional associations, tecbnolo., clubs, etc. 

d. Activities related to in-depth anal)'8is of opportunities for 

South/South co-operations in petrochellical induatrlett such as re1ional 

survey of -rkets, resources, existing f~ra of industrial 

co-operation, availability of financinf, etc., 

e. Studies related to analysis/,Uidelinea for goverrment policies, 

facilities, pro1r8111188 etc. conducive to the develop11ent of 

petrochellical induatriea and 

d. Activities related to gaining a better understandinl of 88rket 

development, 1181"ketin1 strate1iea, market servicea, .. rket 

intelli1ence, etc. 

The future development ot petrochemical industry in developinl countries 

will be facilitated by the profreaa achieved in the8e vital fields, which have 

been somewhat ne1 .. ected in tbe past. Obviouly the other activities of UNIDO 

aimed at the pr0110tion of the induatry will t>. continued. 

.. 




