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INTRODUCTION

1. On the recommendation of the Second Consultation on the Petrochemical
industry, UNIDO convened the first Expert Group Meeting on International
Co-operation in this sector, held in Vienna Austria, from

19-21 September 1984.

2. The studies conducted by UNIDO's secretariat on the development

of the petrochemica’ industry since the Second Consultation meeting

in 1981 has indicate that a cortinued growth in demand on petrochemical
products is expected in developing countries which prescnt ar obvious
opportunity for the growth of the industry. This poses great possibilitics
for global co-operation in petrochemicals whetaer between developed

and developing countries or among developing countries. Two studies
were prescnted by the UNIDO secretariat to the September meeting on
international co—oberation; one on the restructuring process

in the industry and the expected growth in demand and the second on
aspects of global co-operatinn in the industry. The participants were
requested to study matters concerned with co-operation at national and

corporate levels.

I. CO’.CLUSIONS AND RECOMMENDATIONS

3. The Expert Group Meeting felt that further work on the following
topics could be considered to further international co~operation in

the petrochemical industry.

{a) The need for updated information may include:
i. the establishment of a data bank on available services;

ii. annual publication of world supply and demand and the
special involvement of chemical associations in this
exercise;

iii. the identification of market potentials at country, regional
and global level;

iv. a directory of capabilities existing in developing
countries.
(b) To increase the awareness of developed and developing countrices
of global opportunities opened in petrochemicals in order to optimize
the use of global resources, through:

i. the organization of meetings to facilitate contacts and
exchange ideas and experiences;

fi. to ascertain ccamonalty of interest and willingness to
co-operate;

ii1, the provision of technical assistance services, and

ve cealiotic preject tormulation taking into account glabai
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(c) To impress upon new producers the need for sound and realistic
project planning and implementation including alternative approaches

to integrated potrochemical complexes.

(d) To investigate relevant techno-legal aspects and longer ters

arrangements, in particular new forms of collaboration and novel instru-

ments for its attainment.

4. Participants strongly indicated their willingness to collaborate
in the North-South co-operation dialogue. To that end and as one

possibility, more frequent contacts were proposed and agreed upon.

II. URGANIZATION OF THE MEETING

5. The first Expert Group Meeting on International Cc-operation on
Petrochemicals, organized by the United Nations Industrial Development
Organization (UNIDO), was convened in Vienna, Austria, from

19-21 Scptember 1984. The list of participants is presented in Annex A.

6. The meeting was opened and chaired by the Chief of the
Chemical Industries Group, Negotiations Branrh, Division of Policy

Co-ordination, UNIDO. He suggested that discrssion on co-operati.n

should focus on:
(a) Areas of co-operation
(b) Needs to be covered
(c) Contributions to be given
(d) Difficulcies to be envisaged

both at compuny and at nationai/international levels,

7. The following agenda was considered by the meeting:

(a) Opportunities opened by the global restructuring of the
petrochemical induscry

(b) Bases for promoting international co-operation
(cy Action required to prepare and implement schemes of
co-operation.
8. In order to facilitate its discussion the meeting agreed to consider
the promotion of interaational co-operation in the petro-hemical indusery

on two levels, names company level and national/international level.




A. COOPERATION AT COMPANY LEVEL

9. Discussion at company level was focussed on main areas of co-operation

in marketing, technical and corporative co-operation.

Marketing ot petrochemicals

10. It was stated that some co-operation forms in develcoped countries
depend overwhelmingly on company to company co-operation and as such
does not compare to co-operation in developing countries where the
government is greatly involved. The example of pipeline grids in

developed countries was quoted for this purpose.

11. Profit motive in such co-operation arrangements was considered as
the driving force for any arrangements in this area. Government
involvement to manage such a co-operation was seen as crucial but also

sometimes problematic in developing countries.

12. Considerable pressure or restructuring of the petrochemical industry

in developed couutries is being exerted. On the other hand increased
production in some developing countries at lower production and operational
costs would support acceptable product price levels. Co-operation

between partners, who have market and those who have competitive raw
materials is viable. A proper mechanism is needed to contribute to

the continued development of the industry in developing countries whichhus

come almost to a halt in recent time.

13. Commodities rather than performance petrochemical products were
suggested for co-operation in order to take benefit of ecasy, large scale
shiprents of products produced in large scale plants whereas customer
service oriented products should be done by local producers making opt imum

use wherever possible of complementarity in production.

14. Although local markets have absorbed a large share cof the production
from new perrochemical centers in developing countries some share of

the production had tobe exported to other markets. Since trade flows
between countries were essential to maintain ordrrly markets, trade
barriers were considered as harmful to the development of the industry.

Scveral cases were presented to this effect,

19. Plant services were felt as being most important for saccessful
operat fons on continuous basis. Special attention to marker development
was also considered as essential to sustain development and conrinunnas
operation. Governament regulations and policies in developing countri- o

*hought to have the maost crucial impact on the development of the induers,




16. Governments role in feedstocks was seen important in most countries
to provide a general framework in which companies can operate.
Co-operation in basic petrochemical products was felt to be easier except
in aromatics where procuct ballance might cause difficulties. Balance
problems could also emerge in other basic products particularly when

more ethane is used in crackers.

17. Although a number of new co-operation forms like swaps, long term L
sales arrangements were introduced during this decade in the area of

co-operation in the products, it was felt however that their use is

limited. Saturation of the markets leading to lower price levels was

not seen as being convincing to increase demand in developed countries.

18. The particular requirements in marketing of petrochemicals are
described in table 1 taking into account envisaged contributions and

difficulties.

Technical co-operation

19. Except for some infra-structural problems such as electrical power

and water problems, the operations of petrochemcial complexes in developing
countries have been a great success. Thus the fiows of good experiences
between developed and developing countries could be benefi cial to both

although the benefit to developing countries might be greater.

20. Foreign c-rrency limitations have lead to maintenance problems in
some developing countries. It was thought that centralized warehouses,
standardization, assistance to local producers, creation of producers'’
clubs etc could reduce stocks of maintenance items considerabtly. An

example was given where stocks were reduced by two-thirds.

21. Technical services could be an important iiLem of co-operation where

developed countries’ long experiences could be of immense value. It

was also stated that due to layofis in developed countries many experts

would be available to offer their services to developing countries. .
These experts could be used for training in developing countries. Other

poss bilities include cutside maintenance companies, special services '
companies, extended education abrcad, consulting services, etc. Some

developing countries with rich experience in the field, extending in

some cases over 30 years, are well situated to offer these services

internationally.




Technology

22. The transfer of the latest technological developments to developing
countries was felt to be most important and should be reflected in
contractual arrangements with the proper safeguards to lowering their
cost. In this regard information flows were regarded as crucial. Several

sources where such information was available were quoted.

23. Some developing countries noted that their experiences in training
were often negative leading te situations where they were forced to

hire outside operators due to difficulties in getting proper technical
services. The importance of strong technical background was felt crucial

to successful and safe operations.

24. Some developing countries have been able to create their own technology
and make them internationally available whereby some examples were given.
Although in the field of research and developmert it was felt that a

large vacuum still exists in developing courtries. The nced for

research and development is expected to greatly increase in the future
particularly in the field of product applications because of severe
environmental conditions in most developing ccuntries. Examples of

co~operation in this area were given.

25. Equipment manufacturing infrastructure in some developing countries
was reported to be high offering good opportunity of co-operation.

Close contacts with equipment manufacturers were emphasized.

26. Plant safety was found to be another important area of co-operation
whereby feedback in the form of built-in safety mecasures should primarily

be used. Different forms for safery information flows were recommended

like information exchange, short plant visits, demonstrations, international
conferences of instirutions, asscriations and alike. Proper attitule,
safety schemes and management action with safety a' lits were highly

recommended.

27. Environmental control with low emissions, safe standards, appropriate
engineering measures and references were found increasingly important
in developing countries taking due account of toxicological problems.
Examples quoted from industrializeu countries show that recrofi.ting
cosfs to comply with environmental protection regulation could compel

the shutdown of some plants,

28. Practical requirements, contributions, obstacles and conclusion

on this topic are given in table 1,




Corporative co-operation

29. Concerning joint ventures different views were expressed of their
uscfulness and purpose. 1t was stated that the interests of the parties
often change over time. A number of other factors including government
legislation, ownerchip dilutien, financing questions etc. might change
bringing in substantial risks as compared to other arrangements. However,
all these aspects vary from region to region. Thus multinationals and

larger companies tend to have limited number of joint ventures. It

was suggested that 50/50 shareholding oifer the best chances to collaboration

with equal responsibilities.

3J0. Smaller countries tended to have more optimistic views even for
minority shareholding joint ventures. Many developing countries felt
that joint ventures were successful and dynamic business development
instrument. Also joint venture conditions had been improving recently

in many developing countries.

J1. Ic was found that many possibilities exist in these arrangements
enabling new bases to emerge depending upon the short-term or long-term

expectations of the partners for their co-operation.

32. Concerning the risk it was found that petrochemical companies are
short of risk capital compared to oil companies thus being unable to
take these risks except occasionally. However developing countries
uiffer greacly in this respect. Mutual attraction should be sustained

in most cases where long-term risk balancirg is concerned.

13, Risk question was found extremely difficnlt and a vacuum existed
in deveicping countries to this respect which require the development

of appropriate insurance schemes,

34. Joint ventures were also regarded as optimistic co-opervation forms
between developing and developed countries provided proper polices and
actions are taken. Requirements and conditions are discussed in

table 1.

B. CU-OPERPATION AT NATIONAL/INTERNATIONAL LEVEL

Government policies

19, Government polices regarding incentives, guarantees, protection,
atability, rontinuity, financing terms, aid etec. were considered in
detail and several examples from develoning and developed countries

Wele Tiven,




36. Stability and attractive ircentives, reisonable tariffs, stable policies
were stressed as being crucial factors for sustaining economically viable

joint ventures in developing countries-

37. Information flow was unanimously found as an important basis for
co-operation between North-South where UNIDO's role could and should

be crucial-

38. To implement this target a meet ing was proposed between concributors
to the data bank with representatives from chemical associations,
multinationals and other companies holding data- banks and willing to

contribute. Table | represents an overail view of the items discussed.

Tuternational co-operation

39. Information about factors such as supply and demand, capacities,
export, import, available forms of co-operation, technology, etc. in

the form of data banks was found to be important as basis for informatrion
flows and co-operation between North and South where UNIDO role could

and should be crucial.

40. UNIDO organized meetings and conferences which would help to achieve
the gcals sensitize both North and South to optimize resources and

to draw up real stic programmes for helping developing countries in

their industrial development. An overall view of this topic is presented

in table 1.

41. Exchange of experiences was felt greatly needed in achieving those

targets and avoiding the creation of non-viable projects.

42. Continuous market research was stressed to be of utmost imporrance
through co-operation so as to depict obstacles and to improve ma; ket

condition through mariet developTent and industrial linkages.
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International Co-operation in Petrochemicals

Requirements

Contributions

Difficulties

A. Companv level

1. Commercial

a) Marketing

b) Marketing

services

<) Market
development

Orderly marketing utilizing
different arrangements should
enable smooth flow of products
to customers using the
strengths of attractive product
prices from low cost producers.,
Profitability should be crucial
factor and driving force in
marketing efforts.

Market services are available
to limited extent in developing
countries whereas developed
countries have accumulated
abundant services for customers'
applications and other needs.
Often the requirements in
developing countries are much
harder compared with those in
similar applications in
developed countries.

Potentialities in advantageously
positioned developing countries
could and should be utilized in
international markets through
trade-offs in products vs. raw
materials or other swaps in
different product patterns.

Depending on region, these vary
from purely company to company
arrangements to government parti-
cipation in different forms.
Complementarity in production is
key tool in progressive and
successful co-operation utilizing
the strengths of production
elsewhere supplemented by one's
own capabilities.

Efforts to support the build-up
of tailor-made service facilities
and appropriate training should
be undertaken also by the techno-
logy holders. Marketing servir~s
are needed at all! levels but
especially so at dewnstream
processing industries level,

An inhouse tcam backed up by
laboratory and a man running
customers' needs is a necessity.

Long~term arrangements, like joint

ventures, co-operation arrange-
ments, government to government
Oor company to company arrange-
ments could prove to be suitable
tools.

Lack of awarencss of the world
situation leads to overcapacity/
overproduction. Stiff barricrs

inhibit marketing of petrochemicals.

Social obligations are often

difficult te overcome in restructur-
ing process. Unawareness of oppor-
tunicies through co-operation still

persists.

Profits pose less interest in
government arrangements though
considered imporcant.

Lack of awareness and initiatives

prelude gaining momentum in many
necessary situations,

Lack of information of suitable

partners and hindrances like legal,
duties, barriers, etc. substantially

limit genuine possibiliries,

11




Requirements

Contributions

Difficulties

d)

2.
a)

b)

Market
information

Feedstocks

Raw material

Basic
petrochemicals

Gradual and sustained growth of
the market could support market-
ing sharing at companies level.

Orderly supply of products is a
necessity for successful
development.

Comprehensive information of
market development is a pre-
requisite to a balanced,
continuous market development
and to successful plant
investment.

Utilization of advantageously
priced feedstocks to sustain
the profitability of the
petrochemical industry is

very important. These include
flared gas, gas liquids, heavy
petroleum fractions and also
new renewable feedstocks.

Due to the fluctuation in feed-
stock availability in some
basic petrochemicals, certain
amount of restructuring will

be needed to sustain balances
in the market place in most
basic petrochemicals.

Concentration on a limited number
of products and developing their
marketing taking due consideration
of the dominant role of the market
place itseif and its regional
needs.

Co-operation and information on
mutual interests keep market in
nceded equilib ium.

Co-operation between companies
and appropriate associations will
provide most of the information
needed.

Coverrment contribution is essen-
tial. Arrangements may include
bilateral arrangements, counter-
trade, barter and other direct

or indirect forms of co-operation.
Also companies are more involved
in direct arrangements.

Least-cost producers having
access to advantageous feedstocks
can provide regional and global
supplies at competitive prices.

Unawarcness of the complexity of
the market factors, false
expectations, different culture,
government policies, etc. some~-
times inhibit successful co-
operation.

Building of overcapacities leading
to oversupply situations disturb
delicately achieved market balance.

Future co-cperation in this field
remains very difficult and in most
cases unsolved. Difficulties might
be envisaged in the compilation

of such kind of confidential
information.

Present situation of relatively
wide abundance of fendstocks will
limit possibilities of co-operation
in the near term. Shortage of hard
currency is a major constraint for
many countries cr companies to
undertake co-operation.

Due to overcapacities there is
lictle room for co-operation in
basics in mnst cases except in
propylen.



Requirements

Contributions

Difficulties

Restructuring is also necessary
in intaermediates, with due
account of the newcomers in

the downstream industry.

c) Intermediates

d) End-petrochemicals Restructuring due to overcapaci-
ties in main end-petrochemicals
makes the petrochemical industry
healthier and more competitive.

Co-operation in the build-up of
global capacities is crucial for
the successful and profitable
operations, utilization of
latest technologies should

be the focus of special
attention and co-operation in
developing countries.

Production from world-scale plants
should be utilized with different
forms of co-operation at different
levels. Some co-operation is
possible even in oversupply pro-
ducts in very absorbing markets.
Co-operation within the industry
regarding capacity build-up at
government level is needed.

An increase in co-operation is
foreseen due to the emergence of
new producers in developing
countries and due to new polymer
producers in other developed
countries.

Production from new producers
will enable healthy development
of the polymer industry posing
greater opportunities at
different levels both at
government and at company
level.

Contributions in services as
well as in applications are very
much needed.

The captive use of aromatic basics
inhibits co~operation in these
products leading to balance problems.
Shortage of capital is a major
constraint in the esta®'ishment of
the basic petrochemica. industries

in developing countries.

Lack of adequate infrastructure
inhibits development.

Capital shortages will preclud:
many smaller countries from
starting polymer production,

-{I-

The differing needs and fast
development in applications sers
lim{tations for the industry in
developing countries.



Requirements

Contributions

Difficulties

3. Technical
(a) Plant operations

(b) Maintenance
Spare parts

Successful plant operations
necessitate that management consider a
number of variables incluaing
couts, utilization rate, opti-
mazation of variable costs,
equipment monitoring, catalyst,
performance and continuous plant
improvement. High utilization
rates will be regarded as crucial.

Successful operations need a wide
epectrum of experiences of a number
of situations, working rules,
materials, corrosion, safety, etc.

Appropriate policies should be
chosen taking into account the
services, quantities of parts
ve. plant utility and needed
safety precautions.

Adequate continuous training
efforts with preventive and
predictive maintenance methods
should create skilled mainten-
ance personnel.

Adequacy of spare part should be
guararteed by necessary supplies
with minimum stocks.

To achieve maximum output at
minimum cost requires good
training facilities, technical
assistance and co-operation up to
extra-regional visits transplanted
into a right organization.

Exchange of experiences between
developed and developing countries
in both ways prove very useful.

Awareness of maintenance require-
ments needs special focusing in
the capital tied-~up/deliveries
ability. 1In this context new
inter-industry approaches and
standardization is required in
the delivery of spare parts from
centralized warehouses on the
spot or similar arrangements of
extreme co-operation and local
production. Training and output
from developed countries with
longer experience including pre-
ventive maintenance tools with
non~destructive and turn-around
testing methods, in countries
lacking these experiences, could
significantly support activities
in this field in developing
countries,

Utility problems have cauwed
sametimes [(requent and long time
stopages together with lack of
appropriate equipment

parts.

Unuawareness of opportunities,
cost minimization, imagina-
tive optimism and secrecy
requirements are somewhat
hindering exchange of
experiences,

Unawareness of possibilities,
lack of training and even
lack of foreign exchange in
the abcence of adequate pro-
cedures have lead to
problems on some occasions.

The heavy cost burdens involved
in maintenance problems, lack
of spare parts, etc. lead to
loss of production and of
customers and severely
inter(ere with success(ul
business development and

need special measures and
consideration,



Requirements

Difficulties

(c) 1echnical services

(d) Training and
manpower development

(e) Sarety

For the production to be both cost-
effective and in accordance with
etipulated specifications con-
tinuous support of technical
services/less available backup
regsources is absolutely necess-
ary at high level including
support activities in catalyats,
equipments, additives, inhibi-
tors, improvements in systems
and processes, etc.

Need for comprehensive multigkills
training with a variety of train-
ing tools, continuously programmed
schemes, is mandatory to achieve
full-scale benefits taking into
account different vlant parameters
in extreme conditions, safety
measures in operations as well

as human safety.

Protection of people and assets is
of crucial importance to success-~
ful operations in the petrochemical
industry posing severe hazards in
many forms. Highly skilled and
motivated operators up to top
management action is continuously
needed to minimize losses through
hazards.

Contributions
Limited resources force companies
to endeavour t0 use more

skilled, trained workers, tech-

nical services companies and
consulting companies. Co-

operation with developed

countries would be useful since

they have longer experience and good
idle people at hands. Using long-term
training sbroad has proven useful

in some cases. Examples of new forms
of centralized services might prove
usable,

Besides a variety of traditional
training tools, like simulators,
pilot plants, on the training etc.,
sending operators and engineers
abroad for longer periods uf time has
been used. Training responsibil-
ity should i .clude these
arrangements well in advance. A
number of ongoing specialized con-
ferences provide dissemination of
useful experiences for newcomers,
Contractual arrangement play an
important role in succeasful
training input.

Safety should be taken into account
from the very beginning of the
planning process of the plant.
sign-phase (built-in safety) can
best physically protect plant,
Appropriate training schemes, check-
ing lists, rules and attitudes of
the operating personnel provide

good background for safety planning

including sharing international
experlences through co-operation,

De-

Lack of skilled and ex-
perienced personnel i{s the
most important single factor
to meet inadequacies. Other
problems concentrate on the
availability of these people
to producers in developing
countries from developed
countries,

Secrecy questions pose ever
increasing problems in train-
ing arrangements, Increasing
loss of trained personnel

inhibit its appropriate implementation

in many ways like shortened
local training courses or
insufficiently tailored
training echemes. Also some
companies in developed
countries have ceased to offer
this type of services.

Short sighted attitudes often
preclude successful safety-
oriented operations. Savings
and lack of time, auditing
etc. lead to inefficient
Preparedness in safery ques-
tions,

1
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Requirements

Contributions

Difficulties

"+ Environmental
aspects

" »chnology

Plant effluents should be con-
sidered carefully to meet the re-
quirements of local standards, if
any, taking into account toxi-
cological problems. The specifi-
cations should include emission
limits to be met in the per-
formance tests.

Fast changing technology with
striking recent process inven-
tions in the petrochemical
field sets high action-oriented
demands for both old and new-
comers in the industry to keep
themselves ahreast of the latest
developments, improvements

and innovations achieving the
profitability vantage pointa
offered by the inventors,
contractore, licensors and other
technology holders.

Elaboration of comprehensive schemes
for environmental protection taking
into account measures like specialized
consulting companies, licensors, inter-
national co-operation, conferences,

retrofitting, etc,

Contractual terms play vital role
in the transfer process of techno-
logy taking into account the di-
vergencies of the improvement of
old technologies and new techno-
logies, Different spheres of co-
operation and collaboration like
meetings, conferences, exchange
of information and the like of the
actual implementation of new
technology and improvements would
keep those participating cognizent
of the developments and together
with own efforts would produce,
strength and open up new pnssi-
bilities., The achievement of
strength prerequisites strong
techrnical and analytical back-
ground,

Because of long lead-times
strenuous efforts are needed to
bring up any new commercial pro-
cess technologies,

Unawareness of dangerous
properties, long-time
impact of many petro-
chemicals, substantial
cost of retrofitting

and other measures,
scarcity of location para-
meters etc, make it dif-
ficult to carry out
preventive and successful
pollution abatement mrasurrs.

All technology is not avail-
able to everybody in this
field cince some owners try to
utilize it in the form of
sold products,

Secrecy requirements pre-~
clude sometimes the delivery
of technology to some
countries or geographical
areas from the technology
holdere,

Lack of resources inhibit
the development of new pro-
cess ts=chnologies or com-
mercialization of  inventions
in a number ot cases,
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Difficultics

RN efforts should be used in several
=+ including (a) new process deve-
iopment (b) technical backup operations

te) applied research in productrs

ipplicaticns (d) new equipment design

and (e) environmental protection and

safety in the petrochemical industry,

The efforts should be geared to
incorporate technological progress,
to maintain high level of operations
and continuously improve profitabi-
tity, products quality and find out
new products.

Existing and/or new methods should
be widelv used in the implementa-
tion of petrochemical industries in
developing countries, taking into
account mutual benefits, shared
risks, and other factors like
government framework. The main

goal being the equitable utilizatjon
21 available resources like capital,
Taw marerials, manpower, management,

technology and markets for the conti-

nuous and halanced development of
the petrochemical industry,

Gradually to establish R&D activi-
ties according to the policy and
resources of the enterorise,
Finding local, regiona! and
international co-operation in
working groups, universities etc.
combined wirh own research
efforts would greatly contribute
to create successful resulcs.,
Government incentives could play
a very important role. Linkages
to equipment manufacturers in
implementing process, chemical
and other innovations are most
often crucial. Achieveable goal
could be as single as possible,
using process design, equipment
supply from local and/or inter-
national sources., Joint efforts
in order to alleviate resource
drain and to divide the risk
burden are widely used and recom-
mendable.

Co-operation in utilization of
appropriate vantage rases through
selective option of suirable touls
like licensing, different types of
joint ventures, equity participa-
tion, uncdertaking of management
arrangements, trade arrangements
of alrcady operating or future
plants and other similar short

or long term arrangements can
take a varicty of forms depending
on the case, country or region

and the frecdom of a tion and

degree of commitment of the partners

cencerneds Principally, in this

R&D undertakings require long
gestation periods of time,
often substantial resources,
especially in the process
design experienced and
v..1ified laboratories to
yicld desired resules. This
demand leads into substantive
infrastructure requirements.,
Co-operation due to secrecy
and patent problems in jeint
efforts is difficule, but
with diligent and hard work
will be possible to overcome.
Contractual arrangements in
these cases lead to difficult
negotiations, )

A number of difficulties,

such as disincentives,
barriers and other restrictive
measures would greatly inhibit
successful joint venture.
Unstability in appropriate
geographical are.s or countrics
would substantially limit nr
exclude co-operation possibi-
lities, Mature markets in
developed countries was scen
as an inhibiting factor in
some casces where competitive
capacity already existed,
Different risk passibilitics
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Joint ventures present a special
type of joint action. In that
sense, close co-operation,
mutuality of benefits, political
stability or possible guarantees
might, amongst other require-
ments, be needed in order to
enhance the use of this long-
term commitment in the petro-
chemical appraisal.

process all contributions are
important to one extent or another,
One should also emphasize the role
of government incentives, local

tax exemptions, exchange rules

of the central banks and other
advantages which would allow the
young venture to overcome its first
difficult years., Facilitation of
insurance arrangements on particular
ventures would help to give guaran-
tees against risks involved.

Petrochemical production means
long-term commitments, thus being
necessary for the countries which
like to be involved to create stable
political and economic conditions.
Suitable government framework with
incentives will attract partners
including measures and provisions
for risk management.

Considerable buffer capacity and
business flexibility is needed in
the long-term joint venture commit-
ment. Different forms of arrange-
ments like complementarities in
production, services, raw materials,
running of the plants management,
etc., can provide zuijtable conditions
vnhancing joint venture commitment.

mainly fear of loss of equity
capital, where creditworthiness
is low, prevents joint venture
realisation,

Balancing of interest on the

iung-term might prove to be

very difficult pending upon

a variety of changes and

other measures in the partners'

business commitment including

differences of their expecta-~

tions. The same applies to

political changes. Even some

sudden minor changes in a

tight business competition

might lead to irreversible

and irreconcilable business !

undertakings., @
)
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B. National/
Internatioinal

level

1. Government
Eolicies

Government policies provide an impor-
tant framework on international co-
operation varying essentially from
country to country and from region to
region. Rules, regulations and
specific laws, if any, have to be
carefully evaluated according to
planned co-operation programmes and
projects. In most basic and inter-
mediate petrochemical projects, at
least in small! and medium size
developing countries, government is
directly involved through government
smpanies, umbrella arrangements,
financing, licenses, etc. In the
case of multinationals or indepen-
dent companies, government involve-
ment might be very licttle, if any,
except in cases when aid is involved.
Rules, laws etc. take a variety of
forms including specific requirements
to be met in order to get the permis-
sion to proceed with & project. The
basic rcquirement is that the money
invested must be paid back by the
venture, whatever the conditions.
Thus certain guarantees or pre-
conditions are to be provided.
In downstream opcrations normal
private business-orientation is more
commonly used, however, within the
umbrella framework of particular
country. Policies should supporr
industrial development taking into
account the needs and resources,
balance of the country and the
region. In this context linkages to

other industrics do plav a crucial role,

Government contribution is applied
through stable and/or chainging
legislation, like laws pertaining
to joint ventures, investments,
taxation, etc. An important role
in this context is played by
incentives, exemptions, tariff
structure, cxchange controls,
capital repatriation rules,
patents, trademark, property,
royalty and other relevant
legislation., Stability of the
umbrclla system created by legis-
lation is of crucial importance
for business evaluation, so are
other favourable parameters

which indicate project profita-
bility. Regional co-operation
would greatly hely in harmoni-
zing the different rules and

laws customerizing the business
community in a certain area,
Package arrangements, especially
for financing to alleviate short--
ages would greatly enhance
investment alacrity. Since the
market might, at the beginning,
be too competitive for an
industry in its infancy certain
protective measures are often
needed.

The main difficulry, most
obviously lies in the esta-
blishment of equitable and
attractive umbrella system
including incentives,
flexible enough, and stable
conditions for the long-term
arrangements like joint
ventures. At incipient
stages the new complexes
require often protection
whereby there i{s a tendency
to cxaggerate the needed
measures. Ensurance cf smooth
production continuity in
cyclical market conditions
which currently prevail might
be difficult. Generally
speaking, companies might
experience many kinds of
difficulties in huge number
of variables involved,

but to alleviate fears,

this seldomly occurs in
practice.
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co-operation

- 2. International

Huge tasks facing the world petro-
chemical industry necessitate
amongst other things, close
co-operation, good information
systcms with updated data bases,
cross-sectoral co-ordination of
activities, balanced supply and
demand and capacities, availa-
bility of know-how, technology
and services, adequate financing
facilities, to name the most
important ones, at global,
regional and national levels.
This could be best achieved by
elaborating package-type systems
applied regionally. Long-term
arrangements would also play

a crucial role in enabling
companies to use clear formulas
of operation in trade and speci-
fic models for construction of
plants for different demands in
contractual arrangements.

Education of both developing
countries and developed countries
to increase rheir awareness of
global possibilities in petro-
chemicals, also education of
new producers, ia this context,
would greatly help in harmoni-
zing the global petrochemical
operations in the utilization
of available resources in a
right, sensible and realistic
way.

In this very difficult taks all
contribution is needed. UNIDO's
role would be scen to gather
information, keep up-to-date

data bases and data bank, provice
information through mectings

and conferences for guidance.

Petrochemical associations, by
providing regional and coun.ry
data would greatly help this

work and also avoid additjional
work from each countries.

Tools which would be available
after laborious work on different
long-term arrangements in different
aspects are urgently needed in
the education process for
equitable negotiations and
approval.,

Envisaged difficulties lie
mainly in the adjustment
process needed occasionally
in the cyclicalities of the
world economy and its impact
on petrochemical demand,

A number of other worries
lJike financing difficulcics,
trade barriers, availabilicy
of technology, inadequacy

of training etc. might from
time to time worsen, in some
geographical areas, smooth
development of the petro-
chemical industry. The
shortsightedness to see

the importance of hurdles

in linkaged industries

can also be seen as a major
threat for successful
development,






