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J.O lntroductfOR 

1.01 ta.lustr1al co-operation 1tetweea ceuatries plays aa important role 

in 4evelopta& kstness relationships. The petr0cheafcals industry wltlt 

its spectacular growtta prtnatlle Int three lfta._ .__a d•tnaat 

industrial sector with significant potential for international co-operation; 

the tiWlustry. as in 1n0st other cases. 4evelope4 ta tbe industrially 

advaacecl countries. ta it• iaitial stages of 4evelo..-t. the companies 

prossessing technology and knov-hov for ~trochemicals industry held a 

close control over the manufacturing technology amt only exploited pro

ducts all over the vod.t under their bran4 names. As research amt deve

lopment and prod~t applications research acquired a decisive role in 

JilO'ffntaining superiority over technology and know-how; the DtOre conventional 

manufactQring plants were set up by established petrochemicals companies 

in developing countries unde• their wholly-owned subsidiaries. In 

sixties major developments took place through investment in joint ~entures 

in Japan and Europe; joint ventures also simultaneously came up in some 

developing countries which offered large potential demand and an industrial 

base as well as infrastructure suitable for production and growth in con

sumption of petrochemicals. The unusually high rate of growth enjoyed by 

this industry for over two decades derived benefit from the joint venture 

provisions and technological support in terms of diversity in product 

design and market promotion and improvements in production techniques. 

J.02 The unprecedented changes witnessed in oil markets during seventies 

introduced uncertainties on availability and prices of the petrochemical5 

raw materials. The control DY local agencies and Government• of the oil 

producing CO\Jntries on production, supply, distribution and pricing of 

crude oil and its products created a new situation \ihich forced the oil 

and chemical companies in the developed countries to recast their 

strategies and policies concerning their overseas business relationships. 

The petrochemicals industry in developed countries threatened by steep 

increase in prices of feedstock& and energy was faced with imminent com

petition from the new production centres in the oil producing countries. 

Although it became apparent that the petrochemicals industry has matured 

and further creation of capacity should be established with great care 

and caution, a number of competing international petrochemical companies 
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estaltl:l.ahect laq• petnchealul• c.,.,laxe• ill M&i•la& seveatiea' 
reeesslonal'J' •ltu'tS. c.upl• vtt• 8ftM capacity atld8" to it• prot.1 .. 

alld the illddtrF •t8'el t• wnt ·....-W •1•• ita :lacept:loa. ftua 

co...-ed th• ntat~t•d.na of t• petroc.heaic•l• ilMluatry duriq a 

periocl of uacertalaty on avatia.tlity and prices of raw material•. 

clepreaaed ...... ..., • .._..,,1,. tight finances aa4 a genel'•l ecoaoaic 
reee•lea. A .. -. .. ef compaaia la the aveloped countries fouatl it 

econ-1cally -.>re attractive to panicipate in the new manufacturia& 

facilities 1a oil produc1n1 countri• amt to iaeon either 1nterMClute 

chemicals for aanufact-.are of product• in their existing plaat evea by 

shutting down their ova plants for production of such intermediates 

or to completely cloae down SOiie of tlteir existilll plants amt illPOrt 

pro.tucte ftYC •rk•t:lns threugh their existing net-..rk. Such operations 

were consideretl more prof :I.table by theta instead of production froa 

their existin& plants. This approach was pursued differently by 

international companies but joint venture mechanisa of co-operation 

for development of nsineas was adopted in practically all new ventures. 

Any exercise ailaecl at pto110ting petrochemicals industries has accordingly 

to take Into consideration the role that joint venture arrangements 

can play in fulfilment of these objectives. 

Co-operation through joint ventures is considered by the petrochemicals 

industry as most flexible instrument of collaboration. An innovative 

approach could bring together partners without any hang up of their 

existing operation• though it will at the same ti• permit complement

arity of their strensths. The failure rate of the industrial joint 

ventures is reportedly unusually higlt which underscores the neecl to 

intimate understanding between partner• on all aepects before a joint 

venture is entered into - auch understanding is facilitated by prior 

long-term business relationships such as co-operation in trading of 

products or repres*Dting interest of the proposed partner etc. lt 

nevertheless take• a long time, some times five to ten years, before 

arpropriate ground work 1• well laid for a aucce••ful joint venture. 

1,04 A manual on the establi•hment of Industrial Joint Venture Agree-

ments in Developing Countrie• (:tJ) 61) wa• published by UltDO in 1971; 

this 118llUal Ht• out the contructual f r81118Wol'k for joint venture 
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ag•e-.enb _. provides •tlaaat•ry aot• .CJa the speclaen elauaea 

la the qt'ftMOt. Anot:u't •bMIJ • prep9rattoa of Qaidellaes-for 

the latat>ll..._t of l...._rlal Jolat ••tuns S. Deftloplfaa Countries 

was uactertaltea ta VlRDO 8M a draft .-11shH ia IKedHtr IM2 is nov 

hln1 fiaa11 .... fteH Cvhteltnes pertalni*I to Joint 'Ventures in 

pecroc"81ed• i•atl'J un ha pnpand ia conadt•ttoa vtth other 

coacemed t.raachea in UWDO as well as •eaefit fro.a the atwlies under

taken la the Tedmol017 aranclt so as to avot• aay duplication of effort. 

1.1 Bacyroun4 

The Second Consultation Meeting on the Petrocheaicals Industry 

organia..t t.y UlClDO twl• in Jll'fte 1911 considere.t lona-tera arrangeme.nts 

f o' the dev•lopment of the petrocheatical induetry in developing 

countries on the basis of a document (ID~.336/2) prepared by UNIDO. 

The participants generally underlined the nee4 to exaaiae the trend 

of restructurin1 taking place in the in4ustry and to relate the need 

for such long-tena arrangements with these trends. It was pointed 

out that long-tera arrangements can cover a variety of subjects but 

the iapleaentation of the lona-tera arrangeaents caa be carried out 

through different collaborative forms such as joint ventures. It was 

recommended that the existing guidelines 011 Industrial Joint Ventures 

should be modified "":> adapt thea for petrochemicals industry and this 

modification should be undertaken in co-operation with experts froa 

various geographical group•• the check list recommended for considera

tion inter alia included:· 

I. Agreement of intent. feasibility studies, organisation including 

ownership and financing of projects. 

2. Provision of feedstocl:s and fuel. 

). Construction of the plant including pr~esses, technologies and 

off-site facilities. 

4. Organizatiott, •nageaent and operation of the plant. 

S. Provision of inf raatructura 

6. Production and pricing policies 

1. Marketing arrangaments including product transportation ancl 

storage facilities. 
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8. Training and personnel development 

9. Technical support 

10. Legal considerations. 

Accordingly the recommendation of the consultation ~elevant to 

joint ventures stated that UNIDO examine the various forms of long

term arrangements for the development of the petrochemical industry 

in developing countries along the parameters (set-out above) and 

update the existing general guidelines for joint ventures. 

This report on Guidelines for Joint Ventures in Petrochemicals 

Industry has been prepared in pursuance of the :nandate given by the 

consultation and this subject is to be considered at the next 

Consultation proposed to be held during the last quarter of 1985. 

Structure of the Petrochemical I~~ustry 

Petrochemicals simply put are the chemicals that are produced 

fro.11 petroleum or petroleum derived feedstocks. These chemicals 

basically cover organic chemicals though inorganic chemicals e.g. 

ammonia are also manufactured in large quantities from petroleum 

raw materials. 

The petrochemicals industry spans a variety of industrial sectors, 

a number of activities and has flexible bounderies upstream and down

stream of it. While the industry can be linked upstream to the oil 

!1roduction and petroleum refining, the downstream may interphase with 

a variety of polymer (plastics and elastomers) processing and fibre 

user industries as well as chemical conversion industries. The 

petrochmeical industry employs complex technologies in terms of process, 

equipment and operation AS well as requires a high level of technical 

support through Research and Development for effici€nt and safe plant 

operation and market development. 

In its primary stage the petro.:hemicals industry covers the 

building blocks e.g. ethylene, propylene (gases), benzene (liquid) 

which are converted through secondary processing stages into inter

mediate chemicals e.g. ethyl benzene, ethylene glycol, acrylonitrile. 

The tertiary processing sector converts the intermediate chemicals 

into usable products e.g. fibres, resins, plastics and elastomers; 

the tertiary and secondary stages can be telescoped into one stage in 

a number of cases. The industry f.s characterised for employing low 
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temperatures, high pressures, exotic materials of construction to 

meet the severe conditions of operation, corrosion or erosion not 

normally encountered in the industry. The basic petrochemicals 

industry, covering all the three stages of production broadly 

identified earlier, is highly capital and technology intensive ~nd 

is susceptible to the economies of scale of operation. 

The petrochemical products are, however, converted into usable 

consumer goods in conversion industries which if so desif'1ed can be 

labour intensive and amenable to being set up in s~aller capacities 

without adversely affecting the advantages of economies of scale of 

production. The petrochemical conversion industry accordingly includes 

production of plastic products, detergents, rubber goods, fabrics 

produced from synthetic blended fibres etc. The development of tech

nologies for production of basic petrochemicals synthetic materials 

was followed by development of appropriate processing technologies 

suitable for transformation of those materials into usable products. 

The processing technologies hitherto used for natural materials were 

inadequate for petrochemical products because of the narrower uses of 

the conventional natural materials. The textile industry as an 

example adapted its cotton spinning system to synthetic fibres, the 

w~aving processes were modified for handling synthetics and major 

developments were made in the dyeing and finishing operations to suit 

the requirements of different synthetic fibres and yarns. 

The petrochemicals industry in the basic ma·iufacture is tech

nologically complex and sophisticated and requires high calibre of 

skills; ho~ever, in the downstream stage represents comparatively simpler 

technologies and skills which can be acquired through intensive training 

of technicians. It would be easier fora cadre of personnel trained 

for downstream industries to acquire the more complex tec:1nologies and 

skills used in the basic manufacture in due course. A number of deve

loping countries may find it convenient to set up downstream industries 

compatible with their infrastructure. In most cases the stages of 

development may be classified as units for manufacture of basic petro

chemicals; intermediate chemicals and polymers and downstream conversion 

industries. It is normally expected that the countries setting up 

basic petrochemicals plants would also establish the units to produce 

intermediate chemicals and polymers and that a developed downstream 

conversion industry exists to process the materials proposed for local 
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consumption. However, establishment of petrochemicals industry 

beginning with the do~'Ilstream conversion industry and integrating it 

upwards in a planned manner can be ac!lieved through stepwise 

independent stages and to bring about its harmonious integration 

with the growth in demand, creation of infrastructure and capabilities 

and availability of finances. 

The approach to a collaboration in setting up petrochemicals plants 

can vary substantially with the manner of development adopted; issues 

which may be of considerable importance for the basic petroche~icals 

industry may not be relevant for the do..mstream conversion units. The 

provisions of a joint venture may therefore vary in scope, content 

and objectives with the type of petrochemical operations covered by it. 

In pursuance of the mandate given to UNIDO, it ~as planned that 

the new guidelines should have the benefit of the experience of existing 

joint ventures arrangements in the retrochemicals industry in various 

regions. This approach is intended to bring out the evolution of the 

joint venture concept in the petrochemicals sector and the impact on 

it of the proc?ss of restructuring that the industry is going through. 

The profile of development of this concept may throw up the likely 

trends for future development. It has been quite apparent that the 

stage of development of petrochemicals industries in various regions 

will vary widely and large variation may exist even within the 

regions identified. However, this approach is the most practical to 

draw any meaningful conclusions from the past experience. 

The regions considered for study by independent consultants are 

the following: 

1. Asia and Far East 

2. J,a tin America 

3. Middle East 

4. Industrial countries - medium sized 

5. Industrial countries - extensive multi-national operations 

In view of limited time, the studies by consultants from each 

region were confined to specified group of countries expected to 

yield most appropriate information relevant for the preparation of 
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the guidelines. The information sought by the consultants was 

expected to be uniform on the pattern of a predesigned format. It 

however, appears that considerations of confidentiality relating to 

business practices contractual obligations as ~ell as provisions 

concerning cor~orate plans did inhibit free access to the required 

information. As far as possible information available within UNIDO 

as well as in literature has been used to fill the gaps in tt.e data 

received. 



Chapter 2 Experience of Developing Countries in Joint Ventures 
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2.0 Experience of Developing Countries in Joint Ventures 

Joint ventures in developing countries are not necessarily limited 

to the international corporation; the successful joint ventures in 

developing countries include those conceived on regional basis as well 

as ones between different sectors within a country. Most developing 

countries surveyed offer specific incentives schemes covering investment 

incentives as well as provide guarantees on specified basic rights to 

attract good partners for a joint venture operation. Some developed 

rountries also encourage investments overseas; this approach is now 

being adopted by more industrially advanced developing countries 

as well. 

The joint ventures in the field of petrochemicals in developing 

countries mainly came about in sixties when production of petrochemicals 

came to be interpreted as an indicator of develop;:ient of a country. The 

recent joint ventures are, however, promoted by the desire of the 

companies from developed countries to get away from recession at home 

and moreover access to markets in developing countries is now possible 

only through local manufacturing plants. The motivations behind the 

formation of joint ventures in developing countries has, therefore, 

gone through a big change. In the early sixties the motivating factors 

were: 

a. Market Oriented 

i. have access to markets in developing countries with large 

potential consumption 

ii. take advantage of the restricted import policies in the 

developing countries and thereby supply a captive market 

from local manufacture 

iii. use the local manufacture to popularise brand name and 

product produced by foreign partner abroad aiming at 

supplies from overseas in case local demand exceeded 

production in future. 

b. Feedstock Oriented 

iv. utilise chemical f~ 0dstocks e.g. chlorine, ethanol available 

locally at incredibly low prices. 
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c. Technology Oriented 

v. have an edge over others in selling technology owned by the 

foreign partner and have access to market research data on 

pattern of penetration of petrochemical materials in deve

loping countries. 

The joint ventures established after the oil producing countries 

took over the control of pricing the crude oil and products derived 

therefrom have possibly been promoted by the following considerations: 

a. Market Oriented 

i. to be able to retain the marketing channels and market share 

held by the foreign partner in the w0rld markets despite the 

likely availability of low priced petrochemical products 

from oil producing countries. 

ii. to retain his contacts with the regular customers of the 

foreign partner as well as to keep market back-up assistance 

and developmental services provided by the foreign partner's 

home office even when the material sold comes from the oil 

producing countries. 

b. Feedstock Oriented 

iii. to have access to low priced hydrocarbon raw materials and 

fuels. 

iv. to be able to obtain intermediate chemicals from the joint 

venture at attractive prices and to sustain further conversion 

into final products in the existing plants of foreign partner 

at locations in developed countries. 

v. to acquire privileged position in regard to availability of 

crude oil from the oil producing country through economic 

ties in field of petrochemical joint ventures. 

Miscellaneous 

vi. to acquire competitive edge in regard to selection of technology 

vii. to take advantage of changed situation in which money to joint 

venture is made available at low rates of interest; it is more 

attractive for multi-national companies to market bulk petro

chemicals produced by oil producing countries instead of manu

facturing these themselves. 
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The experience of the developing countries is available on the 

joint ventures established under the above-mentioned first set of 

expectations of the partners from the developed countries. 'Ille joint 

venture set up under the later set of motivations have gone into 

operation only recently. These ventures, ~owever, do reflect the 

evolution that the joint venture arrangements in the petrochemicals 

industry have come to acquire over the last decade. 

A brief review of the performance of the existing joint ventures 

in various regions is presented hereunder: 

2.1 Asia and Far East (region surveyed: ASEAN) 

The region produces crude oil and gas; the countries producing 

the hydrocarbons have plans to set up the basic petrochemicals manu

facture. The present joint ventures involve shared ownership between 

local and foreign partners cover mainly fabrication and finished pro

duct processing; the scope is now being extended to cover manufacture 

of intermediate and basic building blocks. The backward integration is 

expected to require more inputs of technology and accordingly greater 

participation of foreign investors in local ventures. 

2 .1.1 Major elements of the e:dsting joint ventures surveyed in ASEA.'i'i 

2 .1.2 

region are presented under ta1Jles II.l in the :form of a predesigned 

matrix. 

The main objectives of the Joint Ventures firms is generally to 

manufacture and sell its products in the host country and in other 

nearby country markets; these firms were usually established to serve 

as a base in the region to facilitate market penetration. Most plants 

are of small capacities and sometimes employ older technologies com

pared to the developed countries. As the local regional market is 

becoming important and the ambitions for export are also being given 

the official support and encouragement; th new plants are expected to 

meet the internationally proven efficient concepts used in such 

industries. 



• • II. Profile of Joint Venture Companies in Developing Countries 

II. l 

II.l.l 

II.l.2 

Naior ;;;1cments 

ASE/u'l Region 
(Indonesia, Malaysia, Philippines, 
Singapore and Thailand) 

Basic Considerations: 

Attractive market in ASEAN count
ries, each of the six countries in 
the association is adopting 
policies aime<l at industrial growth, 
export promotion, regional growth 
support and utilisation of human and 
natural resources. 

Agreement within ASEAN countries on 
Preferential Trading. 

Agreement of ASEA.\' member states 
that large projects be set up to 
meet regional requirements. 

Pattern of Development: 

- Joint Ventures cover industries 
mainly in downstreams sector namely: 
finished product processing and 
product fabrication. Downstream 
companies man-..Lfacture final petro
chemical products such as: plastics 
fibres and fertilisers. 

Objectives Set 

Import substitution aimed at meeting the 
requirements of the countries in the 
association. 

Desire of hydro carbon resource rich 
countries to integrate exploration with 
downstream industries. 

- To manufacture and sell its products 
in host country and in other nearby 
country markets; they serve as a base 
in th~ region to facilitate market 
penetration. 

Social impact of employment opportunit~ 
ies, economic and regional development 

Sucessful operations so far accompanied 
with the growth in demand and suitable 
industrial environment, plans for 
manufacture of intermediate chemicals 
and basic raw materials are being 
envolved. 

Inhibitinc fnclors 

- Regional demand still sm;1ll••r tli;1n 
production from a world-sc<ile pL1nl ;i1H: 

exports to neighbouring co~ntril.'h w!ll 
face competition at int•:rnatio11.ll l···Jd 
.with traditional exporting cuunlr iv;.; 

such as USA, l!:urope, Japan and n1iw t:1.._. 
new entrant Middle East. 

- Impact of petrochemicals rr0duc:thin 
programmes launched in the re;!,Jo;1:; nv;;1-;i;. 

which are specifically designed tu c~l~c 
to export markets. 

__J 



• M:ijor Elements 

II.1.3 Internal Structure 

II.1.3.l Ownership pattern: 

- Mostly local partners maintain 
greater share of equity: in cases 
with majority foreign ownership the 
JV performs like a subsidiary of 
the foreign partners. In isolated 
cases with equal foreign and local 
participation also the operation of 
JV as a subsidiary of the foreign 
partner is reported. 

II.l.3.2 Financial Structure 

The JV firms avail of both local 
and foreign short and longterm loans 
from: Commercial banks 

Financial Institutions and 
Investment banks as well as 

the foreign partner and parent 
company. The ASEAN approach the pro
spective lenders as a group; the 
host country in ASEAN can act as a 
representative of the association 
before the project company is formed. 
After incorporation of Project Com
pany. loan negotiations with 
potential financiers as well as any 
additional requirements are the 
responsibility of the project company. 

e 
O~~ecti_yes Set 

Foreign partner generally co11tribute11 
to finance, raw materials, production, 
and technology, training, industrial 
property rights and general management. 

Marketing is the major contribution of 
the local partners since they are more 
familiar with local conditions, 
business practices and customs. 

In cas~ of foreign majority owned firms· 
the foreign partner makes major mark
eting approaches and approving prices 
of products; local partner participation 
is limited to making recommendation. 

Secure maximum amount of concessional 
loans. 

Secure largest possible amount as untied 
loans. 

Minimise direct Covtrnment guarantees. 

In event guarantees are necessary, the 
host country of the project is respons
ible for the guarantees. 

.!!11~ i_~_l_t J~i_r._G~ tors 

- AJditior.al costs incurr,·d t,y .1\' 

;is a result of incr~as,·J ''"'r,.; 
by th~ foreign partJcipanL. 
Oiffercnces in the view (HJL:t "" 

m;1naging and op~r:it.ing lrnsi.1:,·~,s 

do crop up due to diii\!rl.·11c"s 
in l>us iness policies ;ind t lit· 
cultural background of Lhl.! 

parties concerned. 

- None, On Lile conLrary i·cpuL..,L.,i;. 
of tht? foreign va i.-tncr cou lu l>c 

instrumental in negoLlHLlng 
loans and other co1;1po11..:nt:; u: 
financing pac~age succcsstull;. 

r • 

I 

_J 



l:.l.4 

:'-laj or lU\.':ncnts • 
Government Framework: 

Programmes of industrial and economic develop
ment of Governments in •-.11 ASEA.~ cvu~tries 
promote participation by foreign partner in 
joint ventures; specific Governments incentives 
relate to: 

Investment Incentive Schc~es: including 

• reduced rate of income tax and 

• exemption from tariff duties on imported 
equipment and machinery. 

• tax incentives on individuals and 
corporate income. 

• Avoidance of Double Taxation agreements. 

Basic rights and guarantees like 

• gu~rantee against expropriation 

• permission to repatriate capital in its 
original currency. 

employment of foreigners in specific 
positions. 

• permission to convert into foreign 
currency and remit earnings and payments. 

Absence of any specific legislation on 
Joint Ventures. Legal requirements on 
Joint Ventures are incorporated in various 
law!: of the countries concerned under 
corporate and commercial codes, Civil laws 
and foreign investment legislations. 

Objectives Set 
e 

The objectiv~s set out hy the Govern
ments for any inciustry to take advantages 
of its incentives are: 

1) save foreign exchange through the 
establishment of im?ort substitution 
industries. 

ii) Introduce new t~chnology or process 
which may facilitate backward or 
forward integration. 

iii) Promote the utilisation of 
indigenous raw mat"'rials and 
intermediate products and local labour 

and 

iv) Generate foreign exchange through 
promotion of export-oriented indust
ries • 

Foreign investments are encouraged in these 
areas which represent the priority issues. 

l11llil>it i111•. Lll·to1n; 

Assuranc t: t liat th\! i 1: •h' ~ l ;;:c'.; 1 ~ 

by the foreign partn-.!r in 
the country of J•>int v.·nt .. ro: 
is wel 1 secureo 01nd Lhal L;,.: 

Government frara~work wlll 
ontinue to support it to lll•.· 
s.;1m~ extent as it old at Liiv 

time of incorporation. 

...., 

_J 



e 
~~1jor Elements 

II.1.5 General Legal Frame work: 

- Essentially most of the .Joint Ventures are 
limited liability comp~nies with specific 
nature of business. The basi·: documents of 
incorporation are more or less similar in 
different ASEAN countries. 

- Some countries have entered into specific 
Joint Ventures agreements while others have 
Specific Technical Assistance Agreements and 
Licensing Agreements in addition to the 
basic documents of incorporation. 

(A typical content of Articles of Incor
poration; a typical outline of a Joint 
Venture Agreement, a typical outline for a 
Technical Assistance Agreement and that of 
a License Agreement are enclosed) 

II.l.o Implementation of Joint Venture: 

Predominantly implementation of Joint 
Venture project is done by a joint 
effort of the two partners in the ~ompany. 

Foreign partners' selection usually 
determines the technology to be employed. 
Experts from foreign partners also assist 
the project management team of the JV 
company in technical studies, plant <lesign 
and procurement of plant and machinery. 

Evaluation of bids and negotiations with 
selected bidder are usually undertaken 
with involvement of both parties. J::xtent of 
participation of local partner depends 
on his experience and organisational 

e 
Objectives Set 

A venture covered by rro~er nnd 
adequate legal frame work would 
mi~imise the possibilities of differ
ences of opinion on the essentials 
elements of the JV. 

Project to be established on appro
priate technology with projected cost 
and time schedule. Use of the local 
capabilities in design, engineering, 
equipment supply construction to be 
maximised without affecting project 
objectives adversely and interest of 
shareholders. 

~l_i_~ i_~_l_n_g_f_;1c l u rs 

- The 1 aws gov I.! rn ing t l:c .:v .-,. 
gen~'ra1 ly the law" of tli•· liu::.L 

.:ountry. Uncertain it io.:s iii." i:.ill;'. 

out of the inexperh•nt:l! of Ua.• 
forei~n partners relating lo 
legal coverage jn llic country vf 
Lht! JV as well as lack of 
knowledge on the extent of rih~ 
bein~ taken on asp~<.:ts such a::. 
protection of patents and .:.ra<lo.: 
marks. 

Inexperience of local partner 
can delay decisions, on th~ other 
hand decisions taken only by 
foreign partner as in case of 
majority foreign owned f ir:ns ca11 

be potential some of misun~l.!r
standing. Local capabilities, in 
equipm~nt fabrication and 
construction have lead, iu 
an i:w la tt>u case, t.o maintcnanc<! 
problems with equipment. 

--

..... ,__ 
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set-up to undertake responsibilities; 
however, in foreign majori~y owned firms, 
the foreign partners take lead in precont
racting activities as well as in sourcing 
funds specially when equipment supply 
originates from the country of the foreign 
partner. 

In large projects project management teams 
drawn from the two partners in the JV 
invariably execute all the phases like 
engineering, designs, procurement, 
construction, supervision of erection, 
start up of operations and training. 

II.1.7 Operation of Joint Venture firm: 

II.l.7.l Management: 

In majority foreign owned firms, top 
operating positions are normally occupied by 
expatriates. In practically all cases 
board of Directors is composed of 
directors nominated by the parties concerned 
and the numbers usually reflect the 
relative equity interests. There are 
instances of the financial institutions, who 
provided loans, being represented on the 
board. The board is concerned with major 
decision areas e.g policy formulation, long 
term investments, major capital expenditure 
organisational restructuring and hiring of 
senior management personnel. 

- The powers are delegated to middle 
management levels to be able to efficiently 
undertake day to day operations. These powers 
may be exercised by an executive committee 

• 
Objectives Set 

- Longterm policy has to be geared 
towards localisation of management 
in a planned manner. Preference in 
hiring given to peopl~ from the 
area in case qualified personnel 
are available •• 

l~_iibitin_>:\_f actors 

Decision makinp; pn,cess has to 
be well defined and un<lur6Lood 
to ensure correct and quick act iui. 
In cases of some m:1jority for~:.i,;i-. 

owned firm&, the ~xpat.r ic1l1..! 
Manager who cannot take lmjl•)rLint 
decisions takes up dir"!ct !y witl1 
foreign participants wiU101;L 

going through local BoarJ of 
Directors. 

- Local Management take r~sp.msi
b.11 ity of hiring and diomlss in,·. 
local employees whereas foreign 
partner appoints the expatriates. 

_:_J 
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(which can also exercise specific wider 
powers by the board on its behalf) or by 
individuals say General ~tanager. 

11.1.7.2 Training: 

- The joint venture firms arrange training 
for their personnel in house, abroad, 
locally and with the suppliers of 
equipment. In house training is provided 
by local senior st~ff as well as expatriates 
from the foreign partners company, key 
technical and management officers sent to 
foreign partners' plant for on job 
training and management development related 
to business. 

II.l.7.3 Procurement of consumabl~s: 

- The purchase are mainly mad~ on basis of 
best terms and conditions of supply 
available. Long term arrangements with 
foreign partner have also been entered into 
to assure regular supply. While "multi 
channel supply system" is also being 
practised to have access to wider market; 
subsidiary companies order feedstock through 
parent company as well. 

II.l.7.4 Major Operational Problems: 

Frequent electric power interruptions and 
machinery breakdown (mechnical troubles) 
are the two single constraints faced by JVs! 
Maintenance is affected by non-availability 
of spare parts and the lack of skilled 
maintenance crew which has a high turnover. 

• 
Objectives Set 

- Training has b~en a major concern of 
the joint venture fi1ms and continuefi 
to be an im;:iortant co.1;>onent of 
collaboration. Adequate traininh has 
to be provided to ensure safe and 
efficient operation of the plant.· 

Regular uninterrupted SU??lY of feed 
materials at available on attractive 
terms. 

- Operate the plant at highest possible 
on-stream factor. 

l_nhi~itin~ factors 

- None. On the contrary 
promotes b~t ter wi>rk in>'. r~· 1 :1-

tionship between tha ;>nrlnl.!r~. 

- None, foreign partners world
wid~ contacts facilitut~ 
procurement to the best 
advantage of the JV f lrm. 

- Disruption of production proc~~~ 
and adverse impact on product 
quality for reaso?lS beyond the 
cont~ol of JV. Consequ~nt 
increase in cost of manuiacturl.!, 

•'.J' 
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11.1.7.5 Marketing arrangements: 

Products are mostly sold in domestic 
market; some service overseas markets 
in Asia as well. Local market is 
mainly handled by local partners who arc 
familiar with host country market 
environment. World m.'irket prices and the 
production cost are the two main factors 
influencing the product prices. 

A large number of JV firms provide after 
sales service by sending technical 
personnel to customers who encounter 
difficulties in the use or quality of 
product. 

• Obj..::ctivcs Set 

- Market development and access to 
mari<.ets to e11able OiH:ration of the 
plants at maximum throu~bput. 

In hi_~>-~ t i~_p__(~1-~_t_v_£.1> 

- 'i'lw for(!lgn pilrtner ls lliu;,L .ti'l'ru
pr .i.a.teJ.y pli&Ct..!U in lH.U1.!rL:1,,l:i;~ 

exiiorts ;mu in orbani::;int> L1."c1i1a-.: .. • 

back u;> fµr 

i) developin~ local markets 

ii) aftt!r t>al.:!s servk~ :.o the 
customers. 

iii) market research to a::;sc::;::; 
further diversi(icotiun in 
product pattern and quantity. 

_, 

~ 



• 

• 

2 .1.3 

2. l .4 

2 .1.5 
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The basic motivation of local and foreign collaboration in joint 

ventures in the region is firstly to have access to foreign technology 

which is not in the possession of local investors and secondly assure 

joint venture a raw material supply source which may be avai1_able to 

the international petrochemcial firms more readily. The transfer of 

technology, access to alternative sources of raw materials, imparting 

training and management know-how and assisting in securing financing 

are the major contributions of the foreign partner. 

The joint venture are control:cd by either of the two partners 

though more than 60 per cent of the ventures surveyed have majority 

local ownership; the joint ventures with foreign n.ajori ty equity al so 

appear to be satisfied with the collaboration. In the units with high 

capital costs (like olefine plant and fertilizer plant), there is 

significant government participation. 

Practically all joint ventures surveyed availed of tax and non-tax 

incentives offered by Governments for the capital intensive petrochemicals 

industry. Tariff protection has also been enjoyed by these firns to 

shield the joint vent11res from competition by international firms which 

operate world scale sized plants; the notable exception could be 

Singapore which aims to set up petrochemicals complex primarily for 

competition in export markets. 

2.1.6 Joint venture rel~tionships in ASEAN do not necessarily require 

2. l. 7 

formal, written agreements as is evident from a number of successful 

joint ventures without such an agret-ment. There are, however, other 

governing documents such as articles of incorporation and technical 

assistance agreements which govern the responsibilities and relation

ships between local and foreign partner. Some ventures covered by 

the survey indicate that successful joint ventures warronl that the 

partners are compatible and understand each oth'!r which is more 

import~nt than any legal document. 

Implementation of joint venture projects are normally undertaken 

through the joint venture firms who as corporate entities are 

ultimately responsible to their respective shareholders. However, 

in the majority foreign owned firms, it is the foreign partner who 

-1 
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takes the lead in precontracting and contracting activities parti~ularly 

since the foreign partners have the technological background and the 

network for procurement and securing financing. In the majority local 

o~'T\ed firms, on the other hand, the local partner takes the lead in 

implementation, although often taking the advice and utilising the 

knowledge of the foreign partners particularly in technical aspects. 

Management and direction of joint venture operati.~:.ns are normally 

channelled through the Bl~ard of Directors, the body which sets policies, 

makes major decisions and is directly responsible to shareholders. 

There is an isolated single instance in survey where decisions in a 

majority foreign-owned firm are taken up directly by the local general 

manager with the parent company abroad without routing through the Board. 

The composition of the Board of Directors broadly represents the relative 

share of the equity contributions of the partners. 

The survey categ"ricaJly brings out that the joint venture approach 

of implementing projects is working successfully in the ASEAN pt.:trochc

mical industry. The problems and disadvantages of the joint ventures 

(mentioned in the matrix presentation) notwithstanding, ~here is no othPr 

form of collaboration considered suitable by the firms surveyed. 

2 .2 ta tin Amt>rlca 

The region includes important crude oil and gas producers namely 

Venezuela, Mexico, Brazil (with its developing reserves). It offers 

a long experience of joint ventures as well as intense activity in 

field of petrochemicals industry. The countries within the region 

having access to hydrocarbon feedstocks have established ba~ic 

petrochemicals industries while the ones with smaJ ler demand have con

centrated on production of intermediate chemicals and finished products. 

The small countries in the region seldom have any competition as the 

markets are small and one plant per product is adequate. The larger 

countries with own hydrocarbon resources have established plants of the 

capacities comparable to those in developed countries employing modern 

technologies. 

--1 
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~I. Profil~ of Joint Venture Companies in Developing Countries 

II. 2 

II.2.1 

II.2.2 

Major Elements 

Latin America 
(Argentina, Brazil, Chile, Mexico, 
Venezuela) 

Basic Considerations: 

Substantial and dynamically growing 
market of the region. Policies of 
individual countries promoted esta
blishment of petrochemical manufacture 
in a coordinated manner e.g.allocat
ion of specific manufacture to member 
countries of Andean Pact Group with 
access to markets of the countries 
covered by the Pact. 

Utilisation of hydrocarbon resources 
available in some of the countries in 
the region. 

Regional free trade system approved 
by ::he ~a.tin American countries 
(ALADI) which permits preferential 
trade concessions and opportunity for 
access to the entire Latin American 
market. 

- Smaller countries in region with less 
~evelope~ petrochemicals industry 
have access to large markets in the 
region on ~referential basis. 

Pattern of Development: 

- JV c.ov.:r basic and secondary petro
chemical sectors in most of the coun
tries. The capacities of plants in 

Objectives Set 

Import substitution in the concerned 
countries and to m~et needs of the 
countries in the r~gion under mnrket 
preferential trade arrangements. 

- Desire of the countries with rich 
hydrocarbon resources to undertake 
production of high value petrochemicals. 

- Develope export markets required to 
maintain the operation of plants at 
economic production levels. 

- Promote participation of local private 
capital in relatively high risk 
investment areas. 

Socio-economic impact on the develop
ment and industrialisation process. 

Provide suitable production base 
consistent with te.:hno-econot.11c environ
ment 

Inhibiting factors 

- Foreign partner has to ta~~ int~ 
account tht.• inclenticlty of l:i~; 

longtt.•rm interest a;1d tlw poiltcrn 
of development that the JV wi 11 
follow. 

- A view on longterm plnns, Jiv~rb!
fication and approach to future 
devclopr.wnts m.1y hm,1~ to be 
reflected in the philosophy and 
structure of the JV. 

- World capa~ity plants throw up 
large quantities, fro~ some <lreab, 
for exports more so after the 

·~ 0 
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countries with large markets are 
world scale units. Variety of models 
of participation by government 
companies, and/or private sector and/ 
or forei3~ partner are in successful 
operation. 

The pattern varies with size of local 
market and the complexity of operation 
involved. Large complexes with clear 
corporate distinction between prod
uction of basic building blocks and 
secondary production plants and in
volving different ty~es and forms of 
JV arrangements have been set up and 
are operating. 

II.2.3 Internal Structure: 

II.2.3.l Ownership pattern: 

Successful models mostly constitute 
greater share of equity by lo~al part
n~rs (government agencies, private 
either or both); case of majority or 
equal foreign ownership, though few, 
exist. The policies of the majority 
foreign owned companies are influenced 
largely by the foreign partner. A 
thre~ par::y joint venture system inclu
ding a private investor who m:iy be an 
industrial corporation, financial or 
holding groups with an government 
agency specifically identified for 
for this industry and a foreign 

• 
Objectives Set 

Develope uses of petrochemical 
products with the help of the technical 
know~edge of the foreign partner. 

Gbtain know-how on rr~rket develcpment 
and market service for sale of 
products. 

- Contribution of foreign partner mainly 
includes, finance, technology, know-how 
on production and marketing, training 
and industrial property rights. 

- Raw materials and marketing of product 
both locally and abroad are the major 
contributions of the local partners who 
are more farr.iliar with requirements for 
local sales and business practices as 
well as the r~quirements for exports to 
the preferential trade regions. Some 
countries have well established comp
anies to undertake exports. 

-~-, 

I 

Inhi~iting fa_c..!:_9rs 

recession;1ry trends in tli<-• It·,·;, l 
cons11mpt ion and stagnant J..-u.;,nJ. 

- Long gestation periou in s.1m,· 
projl'ClS in the initiil pl·rinds. 

- In iso1att.>d case:; th<' ;iolili,·al 
situation inhibited <-'stabi isl1ia..-nL 
of petrochemicals pL:nts ins;ii L<' u; 
subs::anti.1 l hydrocarb,.m re sou re.::> 
and a fairly well developed 
domestic market in the Collntry. 

- Local private investors pref er 
government enterprises as minor!Ly 
partners t•> provide intern.'.11 supj>urt 
with central government auLh,irit.iL·:.. 
regarding pricing pol icie::;, forci1;r1 
competition protection etc. 

- Impact of the evolving ownership 
patterns like dilution of the e~ulty 
of foreign partner in ventures 
established prior to the government 
policy statements in this re~ard 
and the holding company concept 
where a company in second~ry 
petrochemical units c.in 

r ~ 
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partner has been very successful. Simi
larly a clearly identified sector of 
industry reserved for the Government 
leaving the remaining for private sector 
has also proved useful. 

11.2.3.2 Financial Structure: 

The ground rules for the participation of 
local and foreign capital are well 
defined. Foreign partner normally 
capitalises the equity·corresponding to 
production technology supplied and his 
other technological inputs. 

The firms avail of both local and foreign 
short term and long term loans e.g • 

• Syndicated bank loans including, if 
required, foreign banks to cover pur
chase of foreign equipment • 

• Su??liers credit to finance purchases 
from capital goods suppliers of the 
concerned country • 

• National financing institutions which 
in a particular case also has an 
investment arm to temporarily parti
cipate in equity formation of new 
ventures. (for exam?le 15 year 
rep:lyment including 5 year grace 
pe~iod, 9% of annual interest on foreign 
component and 64 a1.nual rat:e on local 
component) 

Lead in chalking out financing pro?0sals 
is invariably taken by local partner. 

• 
O!>jectivl.!s Set 

- In isolated foreign majority owned 
firms the market decisions and actual 
marketing activity is performeG solely 
by the foreign partner. 

- Secure maximum amount of loans from 
developmental banks and other con
cessional sources. 

Secure maximum amount of untied loans: 

Guarantees by the host country as well 
as the donor country as required. 

Inhib_~ti•:•s factors 

purchase shares of tlw'Motb1.•r t:r.i~' 

to a certain proporation ;:rnd l )i,.,,.~ 

compani~s can he represented at ti;v 
board through a holdin~ company wLL!a 
a significant position. 

Little direct assistarh'.(! ol LLi..: 
foreign partner in devd upin 1; Lh<.: 
financing package. Association uf 
a foreign partner in .1 jo:. ~ v..:·iot•n·a.: 
could be an added assuranc-.· to the! 
financing bodies of the economic 
soundness of the investment proposal. 

t».;. 
r-.:i 
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Government FrameworK: 

Establishment of well defined frame work 
and regulations system for the Joint 
Venture structure, area of action and 
protection through estaol1shment of import 
licenses to competitive products. The 
main incentives offered by governments of 
the region are: 

Investment incentive schemes covering: 

deferment of corporate taxes 

• exemption from import duties on imported 
equipment required for plants. 

• tax diferment benefits on profits 
invested in new petrochemical venture. 

• dif erment of fi.ture income tax for a 
period of time after start-up. 

• export certificates which can be applied 
against corporate taxes. 

Basic rights and guarantees like: 

• guarantee on foreign exchange to convert 
profits (and eventually capital) for 
remittance abroad. 

• guarantee of no increase in the appli
cable corporate ~ax rate for a period 
of (say 10) years 

• free convertaoility and fixed exchange 
rates during periods of foreign invest
ment influx. 

• 
Objectives Set 

- Governments in tl1e concerned coun
tries took lead in promotion; ANCOM 
concept of common mnrket and joint 
prograonming of industrial dcvclo.,ment 
in selected areas considered most 
dynamic and with higher imj1ac t on 
participating country's economy 
petrochemicals industries received 
high priority in industrial program
ming.Well defined but flexible ground' 
rules for establish:r.ent oi joint 
ventures right at the beginning of 
development of petrochemicals industry 
and mostly commo:1 elements in majority 
of joint ventures. 

- Specific rulings and policies defined 
for the petrochemical industry, inte
grat~d policy with individual functions 
identified and assigned as well as 
active parti,:ipation by the regulc.rity 
and financing agencies of the Govern
ment at every stage of the petroche
micals projects. Consequentially the 
firms planned: 

• import substitution, development of 
export markets to s?read the mark~t. 
area with better possibility of 
stablised production • 

• promote production of petrochemi
cals from raw materials available 

Inh ~~~-t~l?_f_a ct_~ 

- Incn•ased and in some case:-. ! e;1,i i :i,.·. 
participation of the local :•;1n11,·r~ .• 
can f.1cilitate a nehoti.Jtc,I wili.
drawal of foreign partnl.!rs in c:1s.· 
of clash of interests ln runninh ~:;L' 

joint venture. 

- Petrocliemical indust1·y in l.:itln 
Americ:i is p.1ssi11y, throui~h LLL' !-'cdi'.•' 

of conso] idation of its p:-esl:l1L 

position through efficicn~y •mJ 
product divcrsif lcation n;id .in L !ii~ 

pro,:css Jocal partner is playl;1 1: L!.v 

crucial role. 

Financial eris.is in some r1.:~:io:1;-; 

brought all development:.; lo p<.!Lro
ch~micals field to virtually a 
st.'.indstill with fall in cloml!sl le 
deir .. 1r.d and pressure on pr ic~!::;, l ;"-' 
problems of return on inv<..?i>tr.;.:nt 
and financial requiremcnti:; 0:· !iv:1.c: 

projects have been faced. 

r..;.. 

"" 

_J 



-

11.2.S 

• 
Mnjor Elements 

Supply of petrochemical raw materials 
and fuels at attractive discounted 
prices (upto 30k), attractive reduced 
transfer prices for basic and inter
mediate petrochemicals at below 
international prices whereas the final 
product prices were 20% or more higher 
than the international prices. 

Import of feedstocks and intermediates 
not available locally 
duties. 

General Legal Framework; 

In m~st cases the governments of the 
concerned countries ?articipate through 
specific companies nominated for this 
purpose. In some countries purchase of 
license is mainly used to acquire techno
logy and keep joint venture free of such 
linkages. Foreign partners, however, 
have technical assistance agreements 
with annual fee for such assistance being 
a percentage of sales. 

- Presence of foreign technology partners 
h.:is also been tied in a mrrr.ber of import
ant project~ in joint ventures through 
mostly a minority equity participation 
as well as by a longterm technical 
assis~ance agreement giving joi.nt venture 
the access to technological improvements 
as well as rapid response trouble shoot
fog. 

Tl"le part:i.ers in such ventures vary from 
case to case and with the countries but 
the variations are between Government 
throug~ ils specified agency,local private 

• 
Objectives Set 

locally includin~ non-petroleum 
based feedstocks. 

- Settinh up petrochemicals core 
units in accordance with the plans 
developed by national bodies. 

A great degree of flexibility in 
establishment of joint ventures is 
provided to promott:! the petrochemicals 
industry; Presence of Government 
agencies in the joint venture as well 
as well defined laws and r~gulations 
in a number of countr~es relating 
specifically to setting up thin inJ
ustry is intended to assure the fvreign 
parters of the support at Governme~tal 
level to the ventures. 

- Government interv(•ntion through lts 
established agencies for assigning 
product selling prices as a result of 
inflationary economy and incredse in 
the input costs is designed to ?rovide 
a fair return to this industry. 
Appropriate mechanism in fixing transfer 
prices for intermediates such as ethy
lene, benzene etc. have helped the 
integrated development of industry 
though under distinctly seperate owner
ship. 

1~~0.JLJ.::~~~:-; 

- Law governing pt:.tru,..:ht}m.L ... ·.J l ! 1;,.:\J:·.L • ·,: 

litdts t!quity participation ;,y 
foreir,n r>artiier. JoinL vvnL11r._.,; 
established l>efor\i! ;lrom1il;.:;iti•il• .. 1 
law even if wnnt.ing r.o llilutl' l'• 1 l1~ty 
can not do so due to r1J·~._.~,si1111.1rv 

trends and cannot div ... rslfy Ju._. L0 

non-confor11dty of itr> .:ori,.iraL,• 
structure with the prevail lni.; 1.1•,y. 

Re>'.ulation1> permit th.1t •ii l ;mp••rt.11.·. 
d1J.:isio1u; t!.g. thos•, rl•l.:1t 1111·. l-' 
selection of technology, l'.:1hin~eri;;,•, 

company to supply ba1>ic enginec.:r i.n,; 
and overall concept of proj~ct 
implementation be taken by actlv~ 
participation of the local partn~= 
either private or public s~ct0r. 

r ~ ._, 
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group and one or more foreign companies. 
Depending upon the composition, the 
joint venture technical assistance and 
other ag4~~ments are entered into; 
contents of a typical joint venture 
agreement are enclosed. 

11.2. 6 - Implementation of Joint Venture: 

A project management team is organised in 
most cases very early in pr0ject 
developm~nt. Upon promotion of the 
joint venture and selection of techno
logy through the selection of foreign 
partner, the experience of foreign 
partner in putting up similar plants 
was utilis~d to maximum extent in 
selection of engineering contractor, dur
ing development of basic and detailed 
engineering ,Procurement, erection and 
start up. Overall supervision of the 
project is provided by the technical 
personnel assigned by each partner; in 
most cases foreign partner is better 
placed to provide such support. 

In some cases selection of inadequate 
technologies and plant designs resulted 
in difficulties in operation of plants 
at designeJ capacities. Inspite of 
supervision exercised by the partners 
having long exper]cnce in project 
management in such cases the independent 
p1:ojcct management team could not make 
use of the expertise and capabilities. 

e 
Objectives Set 

- D.::velopment and maximum use of local 
capabilities in selection of technolo
gie~·, ;>roject corception and joint 
ven•.ure definition. 

Implementation of the project by pooling 
best resources of the partners in joint 
venture and if required acquiring ser
vices of ind~pendent professional 
managerial staff. 

Maximise procurement of equipment and 
materials from local sources. 

Acquisition of experience and know-how 
in various facets of project implement
ation and management of p1:cjects. 

Inhibiting factors 

A few cases of deviation from projl'-L 
schedule an<l buJg~t were at tr l!rntc-: '-'' 
disagrt!ement of joint vc:1ture p.irln<·•:·. 

·on investment policie.; and particijl:,:. ;'" 

- Foreit;n partner may be placc<l ln a 
situation wh~nd.n all d.:,:i:-.lons on 
project conception, loc:ition anJ ~;,,,;: .. ·
times even tcc!mology may alr•!aJy i;;iv .. 
been lilkcn before formation of Lhc 
joint venture. 

Transfer of technology and kthlW how 
related to process will include 
techniques of m~chanical design, f~~~i

cation, of plant equipmen~, tr~cliun 
techniques and methods of t~sting and 
control of plant and machin.;!ry by 
local fabricators and contractors. 

r • 
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Clear identification of management 
responsibility to one of the ?artners 
produced the results. Formation of a 
technical committee of experienr.ed pro
fessionals from parent companies to 
help Project Manager has also been use
ful tool. In large p~ojects procure
ment of plant and equipment from local 
fabricators was maximised. 

II.2. 7 Operation of Joint Venture firm: 

II.2. 7.l :!aqagement: 

In practically all cases final manage
ment decisions rest with the Board of 
Directors where the partners have a 
represencatior in proportion to the 
shares owned by them. President or 
Managing Director of the jo:!.nt venture 
is the Chief Exec.utive Officer fully 
empowered by the Board to run the com
pany and take day to day decisions. CEO 
is normally nominated by the largest 
shareholder an~ ratified by a Board 
conensus. In very few cases the CEO 
was nominated by the foreign partner. 
Board in some cases delegates specific 
powers to an Executive Committee to help 
CEO in coatingent and special aspects. 
Local majority partici?ation is 
reflected in the management structure 
though no voting previleges 

• 
Objectives Set 

The policy generally involves both 
Government and local private sector 
in the developmental plans; the 
emphasis accordingly is on uti:isation 
of management capabilities available 
locally and creation of such cadres on 
a longterm basis. 

Participation of Government through 
identified agencies to help evolve the 
mana~emcnt structure consistent with 
noitional policies and regulations. 

Develope management techniques and 
procedures specific to the industry 
taking advantage of the facilities and 
exnP.riPnce nf the fnr<:i:;rn joint venture 
partner of similar industries. 

Inhibiting fa..:tors 

- In cas<,! of confli<.:cs ber:w~!l'll l'i•l:1:'-' 

petrochemicals joint ventures •rnd 
clients, the Governmenc int.:rvvncs 
as arbitor. 

- In cases where top man.1genwnt i:-. 
appointed by G0verrn11ent, Llic cb.in;',L'~. 

in C.overnrncnc can result in chan1'.,vs 
in top positions of Lhe joint 
venture. 

- In countries with well dev.,lop1.•d 
m:inagC!m.:!nt cnpnbiliti-.!s, tl.l' :>l!l..,,l:~;.,, 

cf Lh~ for~i~\ll partnet· pohl'i1..'b~i'1i; 
best production technology is no~ 
adequate but also the flex' '>.i.l Hy .... 
his approach to the lo~6Ldrm 
objectives of the joi~t ventur~ and 
the foreign partners approoch in 
reaching these objecti.ves. 

,:f 
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• 
Major Elements 

to any particular partner have been 
reported;the CEO rebponds to the Board 
of Directors. 

In tlWljority for~ign owned companies, 
the foreign partner appointed more key 
personnel in the joint venture in 
addition to CEO. The overall responsi
bility in some such ventures rested in 
the hands of foreign partner. 

In cases where CEO is proposed by the 
local partner; a key technical officer 
a technical director is appointed by the 
foreign partner. 

Joint Ventures are reported in some 
cases to have contracted specific mana
gement and administrative services with 
the local parent company when such 
experience was available. 

- The B~ard of Directors generally 
direct all cor?orate policies and the 
m.lnagement structure; the pricing and 
distribution policies are also est.lblish
ed by the Board on the recommendations 
of the CEO. In the Joint Ventures 
where Government have significant parti
cipation; the top management in some 
cases is appointed by them. 

II.2.7.2 Training: 

The joint venture firms by and large 
provide for extensive training for 
project and plant personnel of 

... 9 
Objectives Set 

Appro?riate training of personnel 
assigned to th~ plant and considered 
adequate to understand all aspects 

lnhil>it:inc facLors 

In principle none; in most cases 
promotes better underi.;tandir.g i.lr.;,>1:1', 

partners. In cases where the 

r , 

_J 



• 
M.ijor I-:lc:nen.ts 

different disciplines e.g.operations, 
maintenance, technical services, quality 
control. The training is provided 
abroad for i<.ey operation personnel; 
during design, engineering ana ~onstru-
c t ion for the concerned categories and 
under the supervision of trained i<.ey 
personnel and the expatriates from the 
foreign partner for the middle level 
supervisory staff and for operators of 
all categories. The continuity of 
training is also maintained through 
on-going technical assistance contracts 
signed by the joint venture with the 
foreign partner which provides an access 
to the operating experiences of the 
foreign partners plants to the operating 
personnel of the joint venture. 

Training of personnel has also been a 
priority in the strategy of foreign 
majority joint ventures who have maint
ained about 10% of total payroll as 
ex?atri~tes from parent company to provide 
perpetual training opportunities on job. 

II.2.7~3 Procurement of Consumables; 

The purchases are made by the joint 
venture on the rules of purchase adopted 
by the company. Longterm supply 
arrangement exist only in some cases of 
11\Ajority foreign owned companies. In 
majority case the companies have an 
independent supply sources. 

9 
O.bJectives Set 

of complex technologies ar.d 
equipment employed in manufacture. 
Training is the most important 
comporent of the collaboration. 

- In plant training and on job 
experience is planned as a regular 
activity. 

Develope its own sol;rccs of reglllar and 
reliable supply of feed materials and 
auxiliaries. 

Obtain satisfactory supply arrangements 
for materials classified as proprietory 
or available from a single source. 

I nh i l: l_£_1J:JL!.i~!:!: .or~~ 

for..iign p.1rtner is unwU l in~~ to 
go along with local partne.-s in the 
plans of modi(ications, div~rhi
fication ilnd expansions; lli<· i1i,.,·,·;1: ... 
particiµati•m of local pann--·rs )11 
dily to day functions ot' •~v.·11 •l•·· 
comrlex opl.!rations of pclr,1l'l1.!1:;;v;,J:, 
plants an.I with extens:ivi.'! u·;J.iilv•; 
pcn;onni.?l, the local part1wrh ;1r·· i:1 
a position t:o ne~oti:1t•~ w:il hdr;1w;;; , : 
the foreign partner if iL comus to 
it. 

- for._•i1::n partnt~ri> and suppl l•·rs •>l 
technolog:,· have to make av.iiLlb1·· 
specifications and composition 
adequate to purchase materi:1l s f r(••n 
unti~d supply sources - disclosur~ 
of these details in some cases ~"'Y 

not be liked by the foreign part:kr:. 

r • 
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II.2. 7.4 

II.2. 7.5 

• 
Major Elements 

Raw materials not available locally 
are permitted for import from most 
suitable source. 

Major Operational Problems: 

The joint venture mechanism has, by 
and large, been used successfully to 
operate the complex petrochemical 
plants efficiently. Cases of 
inadeGuate planning in use of olefine 
building blocks in downstream units 
because of inordinate Gelays in 
com?letion of part of some of the 
proj~cts have been reported. Inade
quate selection of technology, plant 
design and difficulties in operation 
were ultimately rectified through 
joint venture arrangements and employ
ing services of expatriates from the 
foreign partners. 

Marketing arrangements: 

Practi,~ally all tToint Ventures have 
their own marketing channels and sa~es 
organisations without any participatjon 
of the parent companies. The prefer
ential ~~rket arrangements in the region 
enaole companies access to the markets 
in other countries mainly through local 
representatives in each of the countries 
these are mostly chemical industries 
with concurrent interests. 

• Objectives Set 

- I~?ort of m~terials not avaiiablc 
locally is freely permitted by regu
lating authorities; in some cou.1tries 
without any import duty. 

Provide for participation ln various 
facets of project irn~lementation 
and pre-conunissionin~ to import know
how relating to plant operations. 

Use Technical Assistance of foreign 
partner to ensur~ safe and efficient 
plant operations. 

Development of local market and 
replacement of imports by local 
materials. 

In hi l?_i_!._!.EJl__G~ c_L .'~ 

Participation of local stu(f in 
large numb~rs at all levels fuay 
require confidence buildin1·. uf the 
for~i~n partner specially fur 
operation of complex t~~hnolo~ics 
applied in production of l;;•1>h: 

pet rocheml.ca ls. 

- Foreign partner need t0 g~t nstiur
ance that joint ventur.? will be l.'u:i 
by professionals with a<lcc;11aLI.! 
fh:xibility to c!ischargc ddy Lo ,; .. y 
.functions of op<!ration::;, r...:dntaL~::o~•·

and labour relations. Such 
confidence is all the more n._,c<-!tis;1i::; 
in view of participation by Gov~rn
ment in these ventures. 

- Non participation of the par~nt 
companies in marketing, m.1rk'-'l dvvL·
lopmc?llt and m;1rkct Ei~~rvic~·l'i. 

- Virtual exclusion of local p•1rt1~;.·r 

from the marketing activity in .:a~._. 

'-' ...:; 
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• 
~fajor Elements 

The majority foreign owned companies 
in some cases undertake the complete 
roar~eting activity themselves with the 
help of their principals. 

Most Governments provide significant 
incentives for export of industrial 
products. In some cases Government 
owned international trading companies 
have he:ped petrochemical producers 
and undertook responsibility to market 
excess production in international 
markets, even absorbing marketing 
costs whenever necessary. 

After Sales Services are provided in 
some cases for local markets in 
case of S?ecialised products of 
complexity and variety in application. 

For customers abroad or in within 
Latin American countries no special 
after sales services are provided but 
these products are marketed through 
local technical sales organisations 
or a local chemical producer. 

9 
Objectives Set 

After Sales Servi~c to the local 
industry to establish a sound basis 
of production. 

Development and access to overseas 
markets thr~ugh independent 
arrangements. 

Supply materials in the r~gion in 
accordance with the regional plans 
and agreements. 

lnbfo.i.t i~~ foctor_s 

of majority fore.ign own<.'<l ventur"''· 

ExporL marketlng by Gov1.>rn:i1e11~ t:.id.i;1 .. · 
agl•nc.i.l's accordinF, to the poli.-lv.-; 
and strategies outside the p11rvi.:w ,,:
Joint Venturi.', 

Producers prt:'fl·r to .com;)~~t~· <Ill 

prices and not so much on uervl.::~~. 

After Sales technical Services arc 
virtually non-existant. 

<.,., 
0 
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2.2.1 The major elements of the existing joint ventures in the 

countries surveyed are present in predesigned matrix in Table 1:.2. 

2. 2 .2 Most joint venture firms have access to the markets within the 

2.2.3 

region because of the formalised arrangements for preferential imports 

from the member countries of the regional free trade system. The 

ventures in countries with large petrochemicals production are estab

lished to develope exports in addition to supplying the local require

ments. These plants employ modern technologies, operate efficiently, 

have access to R + D support and in some countries their operations 

are greatly assisted by regulatory agencies and official corporations 

of the Government which have a very important role in generating 

propitous milieu for the development of petrochemicals industry with 

regard to raw material availability, domestic market protection, 

selling price regulation, export market deve1opment, technology 

development etc. It is therefore a logical consequence that petro

chemicals industry consolidated in such countries for more rapidly 

and effectively as ~ell as made a significant contribution towards 

the important aspects of technology adoption and new technology 

creation. 

The key element provided by the foreibn partner to a joint venture 

is a permanent link to technology improvements, access to his in-house 

technical information and long proven experience on trouble shooting. 

These services are also being obtained through separate technical 

assistance agreements between the joint venture and foreign partner. 

If these services are non-existent or inadequate or in case the foreign 

partner is unwilling to be integral part of new developments or diver

sification programmes launched by joint venture, then there i.s 1 i Ltle 

justification for the foreign partner to have a share in the joint 

venture. The local partners in countries i=.irveyed emphasise that it 

is important for the local partner to select the foreign technology 

partner not only on the basis of the merits of the production tech

nology that he may bring to the joint venture but consideration should 

be given to his philosophy and policies regarding a long-term collaboration 

with the local partners. 



2.2.S 

2. ~ .6 

2. 2. 7 

2.2.8 

2.2.9 

already developed capabilities for such industrial administration. In 

cases where such capabilities do not exist. the .1drr.inistration maybe 

assigned to the foreign partner - possibly under fixed term contract. 

The role of the governments in developing countries is of vital 

importance for the success or failure of the petro·:hemical joint 

venture <luc to the inherent inf]t:xjbiJity of the industry to the drastic 

changes in the macro-economical milieu. The well defined ground rules 

and pn-rr1:on•c•1ce of those ground rult>s in time as well as a certain 

degree of flexibility and adaptation to the rr.~cro-econ(•:c,ical l·hangcs 

arc fo,ylHtant prt:conditil'11S for the (·CL""•nc•mic survival of petrod1(·mical 

jnint v~nture jn d~veloping countries. 

prc·duc..:d by a n1)r.-controversia.l l)rg;;nization e.g. a natic•nal coir.p<-:ny 

al .. ,;iys faciliu.tcs the establishra:·nt of joint v,'ntures for prcducth•n 

of ch0mical inter~~Jiates as there is an i~~licit support and active 

intErt'St of t:.e gcvernm.::nts {'1 subsequent processing industries. 

The rr,~:,r;..t't ing of the pctrocli.::i'·1icals ;:iroduced by a gh·~·n joint ventHre, 

...-ithin or outside the d.::ve1op1ng country .. .-here it operatPs, will nor;r:;illy 

rest with the pr0d1Jcing jL>int vc,nture as its S?ecifi.c rcspor:sibility. 

During initial period of export either the gcvern~~nt tra~ing org~nization 

or the international trading channels may be of help. fhe actions taken 

at the guvern~ental level are even more important to secure a more per

manent access to exp.nt markt'tS such as the M.A.LC-Al.ADI rn'1rk ... t prcft:rt:-nti.11 

arrangr!fl'ents or the A~COM Cl)mmon market approach developc·d .,.ithin Latin 

America. 

In countries with large pctrorh~mical production, the priffiC mover is 

the curnmt consolirfation of its prcsr,nt position through efficfrncy <ind 

product diversjfic:iltion and jt js ho:-re that the local partner js starting 

to play a crucial role. 

rhe reprcsi:·ntat:i.ve pt•troclh'mic;~l joint V€·nt11res l)j'i·rat:in~ in L1tin 

.\;r:erica and \rndertnkt·n for stir\'12Y ••.:re cstablisl-1ed in mid-shties or (·;uly 

sevc-nti<'s. Their cxr1minat:fon clearly suggf>st that the joint v<·nture mcide 

of constituting C(•mp.inies to d(·velop, b11ild ;;nd l~pE-rate pt'lrnch.:.···frals 

p1;rnts 1.:Hi ,~(·;\.•ri:-tratvd its 1;':.1:f1i1n(·~.s in 1·1.'i~>'oli1hting the ;:•t·trc•1-l11•pi1;il 

<c· ~ iv i Ly in t 11 c r q; i •.•n • 
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2.3 Middle East 

The region is the .:entre of attention of companies from developed countries 

particularly since the national governments there took over the control on 

production and pricing of crude oil in 1973. An unprecedented investment boom 

in the region followed; the national governments alive to the new situation 

undertook significant investments in building from nothing the modern infra

structure and facilities necessary for setting up technologically complex industrial 

plants. The middle east offered completely different set of conditions to those 

in other places; virtually new cities with supporting services were created in 

desert areas for setting up petrochemical plants through joint ventures. A 

C•)nstruction boom was witnessed in the region. The middle east offered a variety 

of attractive incentives to get good partners in the joint venture projects and 

the middle east of today is the outcome of the joint venture business. Large 

i ternational petrochemical companies and the construction companies are among 

the important collaborations in the petrochemicals development schemes launched 

in the region. 

2.3.l The results of the survey of the countries in the region relevant for 

2.3.2 

2.3.3 

petrochemicals industry are presented under table 5.3 in the form of a pre

designed f!latrix. 

The joint venture' s are designed to manufacture and sell most of its 

products in export markets; the local demand mostly small is not a material factor 

to the joint venture. The plants employ the up-to-date concepts in capacity, 

technolo~y, construction methods and operations. As the products are destined 

for exports and availability of local technicians is limited; the plants are 

conceived to employ minimum manpower. 

The local companies through the joint venture have access to know-how, 

technology, technical back up and the industrial management experience of the 

foreign partner. The facilities of the foreign partner for training local staff 

as well as the marketing experience is also an important consideration for the 

joint ventures' in the region. All joint ventures look to foreign partners to 

supply expertise and experience in constructing and operating large petrochemicals 

complexes and in marketing their products. 

2.3.4 An important incentive for a foreign partner in a joint venture in the 

region i.s the low requirement of capital as equity and whereas the equity 

contribution at this low level is equally contributed by the local and the 
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II. ?r0file of Joint Venture Companies in Developing Countries 

11.3 

II.3.1 

Xajor Elements 

XIDDLE EAST 
(Saudi Arabia, Qatar, Kuwait, Egypt) 

Basic Considerations: 

Utilisation of oil field gases, which 
have been flared all alvng, for 
production of high value products namely: 
petrochemicals including fertilisers. 

Positive steps taken by the con.:erned 
countries in the region to set up the 
infrastructure required for establishment 
of high technology manufacturing units. 

~ost attractive price and assured 
availability of the main raw materials 
ethane rich gas separated from associated/ 
non-associated gases. 

Cooperation in high technology areas and 
consequential relationship could provide 
a d~sirable channel far access to crude 
oil supply arrangements with respective 
countries. 

In some countries like those with 
significant local demand, production of 
second generation petroche~ical products 
based on imported intermediates. 

Objectives Set 

Pursue national objective of laying 
basic infrast:ructure of th~ economy 
and expansion of hydrocarbon based 
industries to create national economy 
with less dependence on oil as a 
single source of wealth. 

To reduce reliance of the country on 
export of crude oil. 

- To manufacture ar•d market products 
within the ho~t country and each 
partner undertake res?onsibility for 
export of defined quantities. 

To establish first generation basic 
petrochemicals projects as first 
priority to effectively use the hydro
carbon f eedstocks from associate gas 
and thereafter promote ger.eration of 
downstream projects. 

To cooperate in suitabl~ joint ven
tures abroad. 

~ational policy encourages setting 
up capital intensive in~ustries 
employing minimum manpower. 

Inhibiting factor~ 

.. 
Nat ionu l or l~e;~iona 1 <h•m;rnd l:;; l 11-

adequa t.e to "bsorb tlll! p rudl1c L lun 
from proposed joint v~nLur~s. 

Joint venture product ion m;iin1 y 
aimeJ .1t export market:>: 111 ll1.· 
current situ;llion of ov~r,:;1p.H:~~:: 

in the industry anrl w.itl1 n1:l1:!,. r , : 
plants in develo;.>c•i wor!J citL .. :
closeJ down or operating :it. ri ... ,;,,._ .. _. 

tht"oughput.o, th~ for..:i~n j0j11t 

venture partner must sec a l1.i;~i .• ·r 
return in pro11ose<l ;.>roJ11,'. t !on v L
a-vis his maximised procuc t :hm [ ~-. .. 
ex.l.sting facilities elsl:' wl.crc. 

Relat:ivt!ly new tmvir.:mm.!nt w i L!; nu 
his try of high teclmo lo~;y pl.1n:.. 
Oj)eration over a suffjcit>n;;ly ;.i11;·, 

period. Accordingly th~ n~cc~s~ty 
of creating an industrial c1i l.i.:1J~-v 
for operating the units .. 'mployi:.;·. 
complex technologies wriich is ~ 
long process. 

Recent development in crud~ oil 
demand and supply situ:..:.: il>n wi; .. i. 
consequential cutb~ck in i>ruJucL!u 
in a number of countries ilav"' 
affected the production of 
co-product associateJ gas. One ~1 

\,,.., ._, 
I 
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II.3.2 

--------------------------

.., 
Major Elements 

Pattern of Development: 

The important joint ventures relate to 
first generat1on basic petrochemicals 
complexes. The pattern employed for first 
time in 1974 in Qatar made great impact 
when a number of agreements were con
cluded by Saudi Arabia in 1979 and 
immediately thereafter in modified 
form for manufacture of basic petrochemi
cals in large complexes. With the 
completion of these projects successfully 
the modicum of joint venture arrange
ments are now being used to set U? 
second generation petrochemicals projects. 

In some countries the second generation 
petrochemical manufacture is being set up 
in the first instance based on imported 
basic chemicals. The plans envisage 
backward integration later on. 

• 
Objectives Set 

Two distantly different patterns have 
been used to achi~ve the objective set 
i.e. countries with small local demand 
but with very large quantities of gas 
being flared have embarked on 
ambitions plans to produce large 
quantities of basic and intermediate 
petrochemicals for export. On the 
other hand in potentially large con
sumption area as well as more 
conservative oil ?roducing countries 
developmental plans have been under 
consh1cration fur a longLime and 
app~ar to be settling down for manu
facture of second generation materials. 
Forward integration in the first case 
and the backw.1.rd integration in the 
second case are the objectives set for 
the joint ventures. 

Inhih il ini,'. foc.£_<_1_n; 

the basic attractions in pro;;:<1L-'-":: 
of joint ventures for prudt.t·t.;..,,-, "'
j)etro-cli.·micals may a;lpc;:i r t,) ''" 
moving to the borders <>f t1nccrL.;i ••: 

L.1.rp,e t-',<IS finds in Can.-,da and ;.; .. ,-: :: 
S1..•a oil fields provid1..:.> .1lt<.:n1.i: "\•: 

to international c0i11panlt•:; 1.1!.o ;;;-1..· 

foreif!,n joint ventur.., parLn ... •rs .i,h; 

bcnce puts them furth•:r j 11 .1 

st1onger bar/!,aining position. 

Western industrialiscc countri1:s 
and Japan feel threatened by ti•c: 
anticipated flow of pctrochcmic;d » 

from Xiddle East into ti.1...:~r 111;1r:,,·L: .. 

Prices of b::1sic buil<lln;.•, b1,,ci<.s v.;-.. 

ethylene and propylene a·cl! •1:u..:L 
higher in the developed ~conoml~~. 

Compared to the corresponding 1>r ic~·. 
of Middle East products low price:~ 

coupled with l3rgc quantitJes 
r.ave led major companies to restru
cture their strategi~~. 

\.,J 
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• 
Xajor Elements 

rr.3.3 Internal Structure: 

II.3.~.l Ownership pattern: 

In practically nll recent ventures the 
local and foreign partner hold equal 
equity; in earlier joint venture colla
borations. however. the major capital is 
put in by the local partner. The 
countries planning to develop second 
generation petrochemicals manufacture 
propose to buy technology and as far as 
possible entirely keep the local 
ownership. There are instances of 
minority equity holding by foreign part
ners principally meant to have access 
of the market of the foreign partner "'ho 
is usually also a consumer of the 
materials. Joint ventures between two or 
more arab states are mostly ~qual equity 
participati~ns with well defi~ed roles. 
Whereas in the joint ventures i•l 
petrochemicals joint ventures abroad the 
arab state participates as a minority 
equity partner. 

II.3.3.2 Financial Structure: 

'l'he joint ventures mair.ly rely on the soft 
loans arranged by the Governments of .wst 
countries through specialitied cred5. 
institutions like Industrial Devel•,prnent 
Fund. These institutions give botn medium 
and long ter::i financing requirements of 
industrial projects in private or public 

e 
Objectives Set Inhibiting factors 

Participation of fu•eign c~~ital both 
in public and private sectors is 
designed to ensure that the ventures are 
professionally designed, set up and opera
ted and managed and that their pi"'oducts 
in excess of local <l<.•man<l wi 11 find 
rece1Jtive international mark.:!ts. 
Technology, operating experienc~ and 
marketing are the ~~jor contributions of 
the foreign partner. 

Local partners arrange and ensure supply 
of raw materials, infrastructure, local 
and some overseas mar~eting (in recent 
joint ventures). 

Provide soft loans t<) the industrial 
sector of the economy both in the pri
vate and public sector. Long term 
loans from commercial banks are avail
able to cover the working capital needs 
cf the joint venture projects. 

Ex;1eri<'nc:e of on1y one joint v~·::~t.;·, 

operating for thL' last 3 Y'-''1r~ i~ 

available, the others are ju:;~ 

going into production. 

More amh1tious projects with~;:·;~.
fie.int export tnrgets .1n.! s<•t·i~~:.;. 

greater Jnvc.lv.~mcnt ot tl:e t'ut·L'l;·:i 

partn~r as well as gr ... ater 
c!ep~·ndt?nct! on his te.::hnlc1 l, •;;;111:i;'.v

ment nnd international mar~~t 
e..;:per it!nC<-". 

Countries with more consl.!rva:.. iv<.· 
appron..:h ."Ire sti1.l un<lecickcl o;• t:". 
pat tern of owner ship tbmr;;li p fl.! t vr
r ing 'Jutright purchase of tt!d:no~u;;:: 

and managing the projects 
themselves. 

Forei~n partner has n v~ry litt1v 
role in arranging the f in:rn.: in1~ 
package. Tr.1..~ package is also qui.LL' 
flexible and untied. 

In certain case tha forei.gn 
partner overstated the cost of iii::. 
technology to take maxi:r.un: credit 

...,, 

"' 
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• 
Major Elements 

sector thro\;gh loans and equity parti
cipation. 

The local promoter company undertakes the 
action and the negotiations for the 
financing arrangements with local fin
ancing bodies. 

Government Framework: 

In pursuance of its ambitious plans to 
construct la~ge scale petrochemicals 
industries the Governments in some of 
these countries offered specific incentives 
for the foreign joint venture partners 
like: 

Investment incentives Schemes covering 

• Exemption from import duties on all 
mechinery, equipment, tools, instru
ments, spare parts, raw materials, 
(priw~ry and semi manufactured) and 
packaging materials. 

• Entitlement of land for the manufact
uring facilities and for housing at 
nominal rent• 

• Intlustrial development fund loans are 
are available to private sector at 
a nominal service fee • 

• Product protection by limiting or 
prohibiting imports of com?etitive 
products and I or raising import duties 

• Objectives Set 

The Governments stip1:lat~ participation 
by the foreign partner and the d~signa
ted Government compa~y in order for the 
joint venture to tnke advantage of the · 
investment incentives. 

The Government policy also envisages 
that most of the stoc~ held by Government 
owned company will be turned over to 
local citizens as well as those from 
other S?ecified neighbouring countries 
in the region in due course. 

Introduce new technologies and concepts 
aimed at earliest l~ilisation of feed
stocks available locally. 

lnh ii>._i~.J~1l:_l~~!.c_~>.r ~ 

for sctti1w, .it off a!;ain:;t lib 
equity contributions. 

Government fram!O!work w;1s J":;i;·,11l'li 
to attract good joint V.:!ntur'-' 
µartncrs. Tli.J fort•ig11 :x1n111. .. r:, an,; 
the local authorities .inv;;r Ldily 
spend long time and protra~ted 
discussion to quantitify t°!•t! 
impact of these policies and con
cessions on the o('eration and 
profitability of the proposed ju.int 
venture. 

...... 
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II.3.5 

.. 
Major Elements 

. on the imports of competitive products. 

• exemption from duties and oth~~ taxes 
on all exports of locally manufactured 
products. 

• Tax holding for a long period after 
the commencement of production. 

• Provision of utilities at subsidised 
rates. 

Basic rights and guarantees e.g • 

• Guaranteed freedom of movement of 
capital in and out of the country • 

• employment of foreigners where 
required. 

General Legal Framework: 

All the joint ventures are limited 
liability com?anies with specifieJ 
nature of business. 

After s~lection of the foreign partner 
on criteria fixed by the }ocal partner, a 
task force or an executive :ommittee 
compri~ing of the two p<n·t~,·~-..·s examines 
all facets of the project as well as 
drafts the joint venture agreement covering 
financing,applicable rules and regulations. 

In most cases seperate agreements were 
set out for Technology and know-how, 
~.arketing, Technical assistance and manage
ment as well as training. 

• 
Object:!.ves Set 

Promote export of materials utilising 
the experience and knowledge cf the 
foreign partner. 

- TI1e Government policy promotl.!s foreign 
investment in joint venture petroche
micals projects and have accordingly 
undertaken at each location a 
comprehensive progra;;une of creation of 
elaborate infrastructure. 

Fl~xible approach greatly helped to 
create interest with reputable inter
national companies who could supply 
the expertise and experience in 
constructing and operating large petro
chemicals complexes nnd in marketing 
their products. 

Legal frame work designec to provide 
confide~ce to the foreign joint venture 
partners for operations in the 
concerned country. 

Inr1il>1tin1~ fact_£.rs 

Thi.! a14reementi;; are governed by tl.v 
local laws; the reconciliation 0~ 
the requirements and th'~ c:ov..,r:i;'.•' 
required according to th~ laws of 
the foreign µartners' cot1nt r~1 wltL 
the local law8 took a consi<lcrablc 
t imc. The d lsc 11ss ion::; on l I 1.., 

p1:",1jL!cts •H.·,·~irdln»,ly lo.-.;, ) t'J ! 
years to reach a stage of cone l•;J L.,: 
the joint venture agrcerr.en::::;. 

In some other countries th~ j0~~t 
v·~nt11re partner soughc: speci<il 
regulations to cover the ?~oj~ct~. 
(Though th~se were not acc1.~.:h!J 
to by th~ host country) 

·~ 
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• Major Elem\!nts 

r:.3.6 Implementation of Joint Venture: 

U.3. 7 

The im?lementation of the project is the 
responsibility of the executive committee 
or task force comprising of equal repre
sentative of the partners in the joint 
venture until the joint venture company is 
formc<l which then performs all t 11e 
functi~nG. The technology selec:ed on 
recommendation of joint venture can be 
acquired by a central local body which 
sublicenses c~ the joint venture as ~ell 
as others · . .iho m<iy set up plants sub
sequently. The technical back up is 
mainly provided by the foreign partner 
whereas commercial and legal aspects are 
assigned to the set up organized within 
joint venture. The precise participation 
of the local partner depends u?on the 
availability of experienced personnel in 
the organisation. Large projects in 
the region, for the first time in the 
worldwide construction history, employed 
modular concept in fabrication, trans
portation and erection. 

The engineering design, supply of equip
ment and construction were entirely 
handled by the contractor selected. 

Operation of Joint Venture Firm: 

II.J.7.1 Management: 

In practically all recent j~Jnt ventures 
surveyed the top management positions 
dealing with coroprate policies, 

e 
Objectives Set 

Achieve project implernentntion in 
shortest possible time takin;.: into cor.
si<leration the local conditions anc 
the limited availability of skilled 
technicia:'ls and labours. 

- Joint venture personnel specially the 
experienced personnel f rorn the foreign 
partner monitor the project implc
menta tion anJ follow the project 
schedules. 

- Acquire management techniques specific 
to this industry. 

In!d.bit in~ foe to rs 

New ;md untented conc(.•pts n····d l •.l 

be employed for St!tting lip li1e:,c 

comp lex uni ts if recou rsc h;i~.; ;;., L 

been taken to brinK large bkll le~ 
technicians from outside. 

- In number of proj1.•ct sitl.!h tho..' 
infrastruclurc ha~ be,~n i>ui l t 
spccHically for the in<lu:.trLil 
complex. The industri:i! cuitur .... 
would take t imc to est:ibl i>;li l (1 

·an extent that it can be cn!~eJ 
upon to assist the induntrial 
requi=ements. 

The situation in the r~gion is 
changing fast. Fixed period nrn1.:.i;~·
ment assignments to the foreign 

i.,.J 

~ 
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ll.3.7.2 

• Major El..-ments 

administration are held by the locals; 
the travel is composed of e~ual directors' 
from the partners. The technical posi
tions are usually filled by the personnel 
from the foreign partner. The locals do 
occupy independent supervisory positions 
or as an understudy. 

In some earlier joint venture agreements 
the foreign partner was specifically 
assigned the responsibility for technicol 
management of the complex for a certain 
period after start-up. 

The management tasks are shared by both 
partners in more recent joint v~ntures. 

Training: 

Training is arranged by the foreign part
ner in his own plants or plants of his 
other licensees. The local companies also 
arrange training of their personnel in 
third p4rty plants on payment. 

Key technical and management ?ersonnel are 
provided training abroad for periods 
exceeding one year. 1'he operating 
personnel have been trained in the training 
centres maintained by each venture and 
thereafter sent abroad for specialised on 
the job training. In all cases large 
number of trainees mostly in hundreds have 
been trained for long periods ranging upto 
3 years. 

• Objectiv(•s Set 

Pursue long term µolicy oi inducting 
local personnel ::hough no limitation 
on utilisation of ex?atriates from the 
foreign ~artner in th~ conduct of the 
venture. 

Training is an important component of 
::he joint venture. 

- Xovel methods of construction employed 
and the concept of minimum manpower in 
construction, operation nnc maintenance 
of plants required extended and compre
hensive training programmes design~d to 
meet the specific needs and requirements. 

- Perpetual training at plnnt site to 
inculcate industrial culture suitable 
for such high technology industries. 

Inh 1_!>J_t~-r~~·~ 

p•1rt:-..::r: are giving iway to J•>i:~t 
mnnagemcnt of the co~?l~x~~. 
Greiner management control rl'J.1L~::,· 
to policit!s and corpor;it'~ pi.-in., ~:,;, 
be expected. As yet. ''>:pt.•rit.·1:..:,· 
in the rcglon is r11tl.t.n· J ir.d tl'd. 

A number of large mult.:in,1t.iu•1.d 
p~trochemicals produc .. ·rs lwv,· 
rt'duced their training c,;_.n:;rt::. Lu 

small facilities an<l in :· . .,r.1e c<1s·.:~; 
even diMbanded the trainin~ 
facilitius in order to aft~..::. 
savings in the industry highly 
pressed to cut costs and rl'~u~~ 

losses, Training rl'ljuin·a1l·n:.:; .. : 
joint vt-ntur.;is can re;>i~~l.i~~nt Li>:< 

for which adequ.ite iacil.i.L ks 1:;;iy 

not be available. 

... 
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:.;.:.3.7.3 

:r.:.3.7.4 

II.3.7.5 

• X.:ijor Elements 

Procurement of Consu~~bles: 

The p~r~hascs are made by the joint 
venture with major guidance of and in 
accordance with the ?roccdures agreed with 
the foreign ?artn.~r. Long term arrant;e
ments with foreign sup?li~rs have also 
beer. entered into and in some cases like 
catalysts and S?eciality chemicals 
purchases are rr~de usi~g ?Urchase 
channels of the foreign partner. 

~jor Operational ?rob:ems: 

The infrastructl•re has been planned in 
professional manner; in more recent 
projects infrastructure was completed in 
about five years before the projects were 
launched. The earlier projects also 
laid emphasis on infrastructure develop
ment in stages. 

There are no reported operational diffi
culties. In some projects a large numoer 
oi expatriates from develo?ed and 
develo?ing countries are reported to he 
workin6. 

Marketing Arrangements: 

The recent joint ventures learned from the 
?e_rfor:r.ar.ce of t~e earlier ones to :;.i:uit 
the sco?e of the ve~ture to proc!uction 
only. The ~4rketing is the res?onsibility 
of each partner with the share of local 
~artner fluctuating 

• Ob,ectivcs Set 

Dcvelo?c relia~le sources of supply · 
with acceptabl.::! c;u:1lity of m.1teria}s 
reGuire~ for sustained O?eration of 
?roj .:ct s. 

Enter into long term arrangements for 
supply of proprietary con~umables. 

Plant o?erations at maximt;m through?ut 
and at designed efficiencies. 

No limitations on maintenance S?ares 
anc! inputs for preventive actions 
against possible operational u?sets. 

Mar~eting is the most crucial fall out 
of the joint venture. Ac~uirc market
ing experience through :narketing of 
imported materials before production 
com.'Tlences. 

Inl1i'o~t int; factors 

De::;irc of the joint v"'r.t1a-.~ L•' 
c!~vt'lope al L~rnativ~ s0-.r.:c:, .• :." 
to 'produce the consumable~ !uc~:;; 
at a later stage. 

Fluct1.oations in the pr-o<liic~i"n ,,; 
crude oi; could af!'cct Lh<-· ;iv.;.~

abil ity of ~than. rich i~~ 
::hereby upsett1.1;.; ell~ ;iruuli•~:;,;..,;. 

p~~ns. 'l'hP ~rude oil p,ro .. !liLt~u~·. 
programme& arli! fixi!<l witl.01.t 
taking into account the ir.ip;ic:; .,;; 
petrochemicals industry. 

Foreign partner is .:.:cillc:d 11:;,in 

to train the pcrson1'l.:!l of :.:i•:;u 
partner in all aspects of 
tr..'iri<ating of product• and L~;..,r~

after he h.-..s to meet his 

... -

I 
I 



• 
Xajor Elements 

according to the sales: he can mak~. 7he 
foreihn partner unaert~~es marketing ~pto 
a maximum portion of the total pr.eduction. 
::::.n the earlier ventures the entire mark
eting including that withi~ ~he husc 
country was the res?onsibilit":- of the 
foreign partner. The local par ... ~er is 
developing his marl\.eting U!twork, exper
ience and w~rketing services and 
technical support. 

e 
Objective::. Set 

Develoµe market through ~ro~uct deve
l0?ment set up a~d back facilities at 
various locations. 

Develope distribution centre for local 
markets and exports. 

Inhibitin8 fnctotH 

e~~roachm~nt in the expur~ 
markets which are very con;jll.!tiu:.· ... 

·-
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2.3.5 

2.3.6 

2.3.7 

- 43 -

foreign partner; the rEmaininz capital is pn)vided by local financing 

organizations such as industrial development fund as a soft loan. The Board 

of Directors of the joint venture is accordingly composed of equal number 6f 

directors from each partner. The chairman of the Board is mostly the 

representative of thelocal partner but other senior management positions e.g. 

the President, Vice President or managers are sharedbet1.0een the partners in 

consideration of the requirem12nts of the job. 

All joint ventures have availed of - and in fact came into existence 

-1 

takjng into account that - statutes for protection and .::mr:our.:Jgement of n'ltional 

industries provide tax and non-tax investment incentiVf'S as wel 1 :is ,1dequate 

C('Elillit tt'.i..:·nts on basic r i&hts <ind guarantees. 

The local ascnr:ics promoting the joint ventures ~eJ~cted the forci~n 

partners nssessed on a preset critt:,ria and through close scrutiny of their 

technical capability, marketing txperience <lnd willingness to cooperate as 

full and f'q11al partners. The ilterim agreements with sc:lccted cornpdni<·s "'nabled 

setting up a task force of equal memebrs drawn from the two partnl·rs to finalise 

1 icl'l1Sl'.S, feedstock agreements, joint venture agref:'.ment etc. The formaU on of 

joint venture thereafter was only a formality as all the ground ~ork was r0mpll'r, 

by the two partners before formation of the v~nture. The implementation of the 

projl'ct is taken up by the company under the policy guidelines of the Board of 

Directors and with leading participation of ~he foreign partner and his 

expertise. There has been a substantial change in the approach; whereas the fi1s 

jl•int venture in petrochemicals in the region re]ied completely on the 

foreign partner with regard to the project construction and operation; the )3ter 

v._.ntures have the local partners involved in the entire process. 

Tl1e technologically important joint ventures in the region are in the 

petrnchPmicals sector. These have demonstrat,,d that a flexible and pragmatic 

;1pprodch has enabled some co1lntri.es in the reglon to achkve what w,15 considered 

by some as impossible. It l1as though taken a long time to enter into colla

borative arrangements in most cases not Jess than seven years. This approach 

h.1s po:rmitted joint ventures to adopt ne~cr concepts of modular <lesi8ns for s11ch 

Jarge capacity plants successfully which en.1bled setting up the compJcxes withJn 

tight time schedules. The international companies faced and solved problems 

enco11ntered for the first time at such a scale. 
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The petroch'-'mical joint ventur.::s h;ive been a success so far. The 

experience of their operation is either just not available because the plants 

have gone into operation only recently or is rather short and li~ited. The 

joint ventures are now facing the issues of operation and marketing •.•hichover 

a long term will determine the performance in totality of the joint ventures 

in the region. 

The region h;:is a developeJ petrochemic.Jls industry both at the b:isic and 

d01 .. rnstream stages. The industry is planned to meet the local or the r.•giunal 

ceeds. The crude and gasfrom North-Sea has pnJvided some countries with a unique 

opportunity for a sustained s11pply of hy1lrocarbLm rciw mat•:rinls; S••;ne other 

countries l1ave long term supply agr'-'i:·ments with Lnge product.'rs such as t:SSR. 

Access to r:1w material availability appears to have strengthened the position 

of the corrt:sponding companies to acquire and c0ntrol the ind11t;lry in the 

region.As the countries in this catt0 gory are Jlledi1.om sized and liave l.i.mited 

financial resources to offer, they are mainly interested in participating in 

equity of the joint ventures only and the main financing is covered tlirough 

bnattral aid or suppliers credit JS well as loans from developr.1••nt;il b:111ks. 

These companies, however, enjoy Vf,ry high u-.,,dibility level b1°cause of tlwir 

performance in home countries so far; their participation in joint vent11res 

accordingly helps arrangem~nts for the financing. 

Such countries have come to Jcquire an important role in the joint 

venture arrangments for the petroch'-'micals industry. The process of 

restructing taking place within the region has promoted new joint venture 

arrangements for the existing industry. The companies processing know-how 

in the field of ptlroch~micals - this covers mainly the downstrcRm conversion 

sector industries - hdve formed joh1t venturt'S in developing countri.es; their 

appronrh, intention and performance have made them quite popular. Major 

el f>nwnts of the joint ventures in which companies fr1)ffi such countries are 

involved either in their region or in developing countries are pre:;e:nted unrlt:r 

a pre designed matrix under tables II.4. 

The foreign companies in joint venture from the region do not stipulate 

any restrictions in regard to the markets to be covered. The joint ventures 

within the region as well as Lliose in developing countries cater to loral 
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II. Profila of Joint Venture Com2anies in Developed Countries 
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Major Elements 

Nordic Countries 
(Finland, Norway + Sweden) 

Basic Considerations: 

Within the region the joint ventures 
are promoted to have access to the 
demand in the different countries 
and only commercial considerations 
guide the decisions. 

The mar~ets of the region are quite 
open and there are no written pre
ferential sources of supply but pro
duction by joint venture within the 
region with financial participation 
of a constituent country will be 
incentive enough for it to buy from 
the Joint Venture. 

Joint Ventures in develo?ing count
ries cover technology and raw 
materials availability as prime 
considerations. 

Pattern of Development: 

The joint ventures within the region 
cover basic petrochemicals industries 
as well as the downstream ir.clud:i.ng 
secondary and tertiary processing 
sectors. 

Xew industrial activity is mainly in 
countries with access to recent oil and 
~as finds. Si~ilarly countries with 
long-terhl arrangements for supply of 
feedstoc~s with countries nearby 
are ~eginning to control joint ventures 
in the region. 

Objectives Set 

Im?ort substitution designed to meet 
the demand of the countries in the 
region. 

New found hydrocarbon resources in the 
region are being ?lanned for use as 
feedstocks for high valued chemicals 
by the resp~ctive countries. 

Manufacture and sell products in t~e 
countries of the Joint Venture partners. 

Of~er technologies available from 
Nordic countries on competitive terrus. 

Plan production prograr..mes to meet the 
der.~nd within the region. In cases of 
chemicals where the. overseas cemand is 
assured and the competition is not 
severe to upset projections, ex?orts 
may be resorted to. 

!he joint ventures in developing count
ries foresee significant exports by 
taking advantage of raw material avail
ability and pricing. 

Inhibiting Factors 

Demand of indivjclu.aJ cou;1tric•:, 
and that of the rei\ion is ri.1t 

l~rge enough t~) permit S•~ttin1-, 

up units of world scRlc .::1p.'.lclli._.!,. 

The regional joint ventures c;o ;-,:,t 

plan to compete on export mnr~~ts. 

Strong conpetition in t~e field o~ 

technology sale from oth~r d~v~
loped countries. 

The capacity existing in the 
countries in the region ln 
last decade is adequate for the 
local demand. Ir. is only the 
countries with oil and gas pro
duction facilities thnt have 
possi~ilities of significant 
growth besed on exports ~s well 
as local markets. 

~
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Xaior Elements 

7;i..; join~ v~;1tu.res i~1 ~~veloping 

countries cover the downstream 
secondary or tertiary sectors. 

::.4.3 Internal Structure: 

:r.~.J.l Ownership Pattern: 

w 

The ownership oi the companies in the 
region is held entirely by Government 
at the basic manufacture level but in 
some c3ses the private sector holds 
small equity in partnership with the 
Government. The downstream units · 
have been ~ainly in the private 
sector however, Governments are now 
penetrating in the downstream operat
ion with the intention of vertical 
integration and restricting main 
specialization and strength to one 
product. 

The joint ventures in developing 
countries correspond to the owner
ship rules in the host country e.g. 
Saudi Arabia, Mexico. 

• 
Ob 4 ec~ivcs Se~ 

3as ic and Gowns~ rc.s.;~1 in Gust r ie3 have 
matured and therefore tech~ology 
exports are being pursued vigorously. 

Achieve vertical integration through 
joint venture arrangements. 

Lead partner or the foreign partner, 
as the case !11.'.lY be, provicies tech-:iology, 
training, industrial property rights 
and management. Assist~nce in O?erat
ions and marketing is also provide~, 
the extent varies according to 
situation in host country. 

Inhibirlng Fnctors 

Most joint venture cornpnnle5 in 
the region .md M i<lclle East have 
mj nj.1;ium possible ;n.1nag~.1~.:·nt i.;1.•t 

up and the main proC(!SS u:;ics 
only. They depend o~ supp:y o~ 
utilitit.'s and infr.:istrur.tl;re 
from the central facil iti.e;; ;rn~ 

contract out support jobs ll~c 
r.1.'.lintcnancl;!, d.iily accounting, 
book~eeping etc. Cons~Guently 
dependance on the industrial 
environment and concl;!rn on its 
reliability. 

Most companies ~dopt flexible 
policies and therefore do not 
anticipate and have not so far 
encountered any prob1.ems in 
reconciliation of views into :::~e 
joint venture partners on policie~ 
and programmes of the venture. 

J-
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Xajor E:cr.:ents • 
11.4.3.2 Financial Structure: 

U.4.4 

~ost companies from the region 
belonging to smali countries have 
limited resources and therefore 
prefer to participate in the equity 
only. 7he ioans have in practically· 
all cases been covered by bilateral 
aid arranger:lents,international 
lending organizations, deveiopment 
ban~s and the supplies cre~it. All 

·these sources are sensitive to the 
credibility level of the host 
country in addition to the view 
on normal business risk. 

Government Framework: 

Government framework assuned greater 
importance in the region for the deve
lo?ment initiated after spectacular 
finds of and access to oil and gas. 
Within the region the incentives 
offered are rather indirect e.g. 

• Investment incentives in form of 
tax credits, exemption of R+D expen
diture or attractive schemes on 
transportation etc. if the industries 
are located in specifie~ regions or 
zones of the country • 

• Basic rights and guarantees on repat
riation of profits and capital are 
subject to approvals of the concerned 
Governments. 

::.r. developing countries the framework of 
:•ost cou:i.tries a;iply as set out under 
~espective region. 

Objectives Set • 
Secure loans under host co~ntry 
bilateral arrangements with donours. 

Secure maximum amount of soft and 
untied loans 

Secure co:nrnercial loans with the 
assistance of the lead partner if 
required. 

Save foreign currency through pro
duction from local feeclstocks of the 
materials be~ng import~d. 

Apply technologies and processes to 
facilitate backward or forward 
integration. 

Promote integratej use of rr~terials and 
feedstocks available in the region for 
benefit of appropriate production pro
grammes. 

InhiblLing FacLors 

Mainly sm;1ll countril~S :md r.i·,. 
unable to offer soft loan ~~~~
ages to make tuchilology sa:~ ~~~ 
equipment supply compctitiv~. 
However reputation of the 
companies in the regi0n is ~ 
very positive factor in arr.m;·.
ing loans. 

There are no special direct 
incentives offered by the Govu~~
ment to promote joint venturing. 
Commercial considerLJtions an(: 
the identicity of l~tercst oi 
various partners in the regio~ 
are the main driving forces • 

._, 
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::.4.5 

II.4.6 

Major E1.ew~nts 

There are no S?Cciiic legislations 
for _:;oint ventures whic~ have to 
be covered under the existing 
framework. 

General Legal Framework: 

• 

Joint venture for:nation is the 
outcome of the precess of restructur
ing. Normal corn.~erical laws of the 
country apply to such inte~rations. 
The fallouts of restructuring are in 
the form of 

• Agree~ents covering research and 
development and technology back up. 

• Agreements covering technical 
assistance. · 

• Management services agreement. 

The joir.t ventures in developing 
cou~tries are governed by the legal 
framework of the host countries. 

Implementation of Joint Ventures: 

The regional joint ventures do not 
reqJire any significant implementation 
effort. 

The joir.t ventures in developing cou
ntries are implemented according to 
to the procedures and the pattern 
adopted by those countries. 

The companies from the region emphasise 
their flexi~le approach in this regard 
aimed at mutual beneficial collaboration. 

• Objectives Set 

Commercial considerations of restruc
turing ?revail. Regional level joint 
ventures encouraged because of better 
degree of understanding and confidence 
in the a??licable legal framework of 
the neighbouring countries. 

In the developing countries ap?ropriate 
legal coverage in various contractual 
committtr.ents. 

Project services hired from the most 
competitive and experienced sources. 

Xo limitations on source for purchase 
of equipment. 

Project management services can be run 
by local ~artners with guidance from 
collaborators. 

Inhi~itlng Factors 

The laws of the country in whl.ci1 
Joint Venture is located apply. 

A proper understanding of LJ·,.:? 
legal framewor~ is a Lime con
suming and expensive pr0cess for 
companies ?romoting joint vcnturcti 
in the downstream sec.tor. 

Assurance of quality and on ti.::-.t..::..:; 
completion of works if awarded to 
new entrants. 

Lack of adequate experience i~ 
project implementation in some 
developing countries. 

_., 
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• • Major Ele· ·~nts Objectives Set 

:.:..4.7 Operation of Joint Venture Firm: 

Ii.4.7.l Management: 

In the joint ventures within the 
region all top management ?OSitions 
continue to be occupied by the local 
nationa~s anct professionals. The 
board of directors is nominated in 
proportion to the equity holdings. 
The board meets very often possibly 
once a month to review performance 
and decide on policy ~~tters. The 
Xanaging Director called "daily 
manager" is responsible for day to 
day operations and performance budget. 

In the joint ventures in developing 
countries the a?proach is also to 
employ local staff if ~ualif icd and 
experienced personnel arP- available. 
Support is mainly given in technical 
fields. 

:.:..4.7.2 Training: 

The joint ventures in developed cou
ntries only require short term orien
tation and training periodically. How
ever the ventures in developing countries 
are covered by extensive training 
spread over long periods. 

Practically all :oint ventures have in
plant training departments engaged with 
regular training program.~es designed to 
meet the needs of different cadres in 
the plant. 

All joint ventures have fo~rr.al contractual 
access to the expert:isc and fa.~ilities of 
the pro~oting partner. 

All joint ventures are pursued 
with the objective of using local 
hu~.an resources to the maximum extent. 
The policy clearly sets out :::1e r.:..;n.-:.ge
ment development programme to enable 
senior local staff to step into ma~age
ment positions in due cours~ of further 
experience and exp.· qure is requ i.red. 

Preference at all levels is given to the 
local personnel in case Gualified candi
dates are available. 

Training is an important input of the 
?romoting partner. Areas cover operat
ion, technical services and research 
and development; the precise scope 
varies with the infrastructure at the 
plant. 

All Nordic countries contacted empha
sized their strong support for continu
ous back-up for training in all their 
joint venture arrangements. 

·-~-, 

Inhibiting Factors 

Participation by two p;irtncrs 
requires well identified ~ro
cedures, powers and rcs~onslbi
lities. Commur.ication b,•twcen 
the pdrtncrs on al1 is3ues 
relating to performance and 
uperation irrespective ~iose 
personnel occupy crucial posi
tion, ls most im;iort<;nt . .i.n a"v~:

loping CC\untries manag>!mcnt capa
bilities of local ::>ta[1- l•ave to 
be developed for the type of 
technologies to be employed, 
products to be ha1.c:1,~d and the 
management responsibilities 
for such complex operations. 

It is expensive to maintain 
training departments and 
facilities in most devcioped 
countries; these are being 
cut to minimum because o:: 
increased competition and rc6~:t
ant economies being enfo~cc~ oy a 
number of companies. Contim:atiur: 
of 3uch facilities have to be 
supported by the sufficient needs 
of joint ventures. 

j 
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Major Elements -
::J:.4. 7 .3 Procure:r,ent of Consumables: 

Purchases ior ~oint ventures are made 
by the purchase department in 
Consultation and on advice of O?erations. 
7here is no interference from the 
~romoting ~artner but for the advice on 
?urchase of critical and more so?histi
cated lte:ns. 

There is a practice in the nordic 
countr~es to <le?cnd upon an independent 
central organization which only stores 
anG SU??lies items such as valves, 
instruments, pi?CS and other consumables 
which can be bulked for a number of 
plants up to a distance of say 400 kms. 

::.4.7.4 ~ajor Operational Problems: 

Joint venture in developed countries have 
improved the performance levels compared 
to prior records. In the new ventures 
in developing countries no specific 
O?erational shortcomings have been 
re?orted. 

r:.4.7.5 Mar~cting arrangements: 

The joint ventures have in house marketing 
arrange;nents. ~!arketing services .:ind 
product developmenta covering improvements 
and new products form a very important 
com?onent. 

Some joint ventures in developing countries 
utilize tte home off ice set up of the 
foreign partner. 

O~ject:i.v .. ·s Set • 
It.1de11enl!ent purc11ase arr<1ngl~rr.ents for 
the ~oint venture established with the 
guidance and help from the promoting 
partner. 

Ensure uninterrupted supp~y of t~e 
~~terials of specified quality. 

Devise strategy for storage and 
sequence of purchase. 

Provide appropriate back up in 
operations, technical services and 
trouble shooting to the joint venture. 
In most case tl1c joint venture have 
access to the expertise in the fie:ds 
of safety; quality control and environ
mental control. 

Im?rove competic:;."e position in the 
market through well or5~ni~~d sales, 
after sales services and improved 
product quality and end uses. 

Xeet the local demand in developing 
countries and ex?lore export ~arkets. 

]_1'..!_1_~i_rJ~ 

Technicai ::;upport of t.;,_, i'r,):;.,,~ .; .. ·, 
part:ner may be n(~Ccs::;ary ln :•rl.
curemenc of speciaLisl!<l ;:~~•t'-~rld:~-.. 
The support could be cons;.,: • .:r;;~,: y 
more in case of the venture::; in 
developing countries compared L0 

those in the developed ones. 

The utilities supplied to joint 
ventures from independ~nt 
pro~ucers have to b~ Jcpcndablc. 
The infrastructure has to tc 
adequ.:itc for the sr11ooth OiH~r;:.::io•• 

of complex technological units. 

The back up services arc quite 
responsive to the net!ds of ti1c 
customers in the region. How~v~r, 

in the devclo?ing countr:i.cs t!-.c 
need for dependable rr4rkct 
development set up is of ut~ost 
importance. 

V' 
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fn ~asic p~tr0cl1.mirals s~ct0r strictly r~strict 0rcr3ti0ns to 0~crdtion of 

prL>•:ess pL>nts .md 1.:0;1u·ntr.,te en inpL'rt substitution by use of h'cal 

r_,.,; F,;1U·r1;;ls. Th~~ir stL1t.·t,y is 1~:linly ;;i;~.:d at lL'<':>l m.1rket unless i.nl.t'I-

:_.nd the pn•thct ;>ppli.cath'n knc;;-lww in their possl'ssi0n on C••mrc·titive td·1.s. 

the F·•rti··ir:,ti.)n hy ti:v"~ <'l'•'·~·:,pi0s is ir,,_·re l~i;t:ll1'd Ly th'ir 1.
1c·sjre to 

•'Xff:ndit11re nn resf'arch ;md deveJoprnPnt and cost of transportatjon on r:iw 

n:.>ferLils :rnd protl11cts sp.-·l'ially if t.he joint v.-·nture is locitl·d in !-P•'rifh·d 

regions of the country. 

J, .ve a :'•-'f·.'1Ltle t r;iining <lep;;rfrr . ..:nt. In «r~dit ion to ~il•<"fl tr:i ining r .. r • :wh 

,,,,,,lc•yc·-.~ llll"l'l~ ;ire ori•:nL1tl<'l1 pr•l1~r:;1·1r::cs 1Jn1!.:rt.1ki:n pt'l'i<'>di1·ally. Tn the l1i1_J1ly 

.,.,-,i1<.'tjtiv~ :-;it1:;iti0n facing tl~e inchi~;;try · .. ·l;u1 r~,1st int•:rn:ltional rc>1rop~<ni.:·s 

J,:,ve C('l1Si1.h-r;1bly n·du.:1:d .·ot;1ffing on tr;dning G1Tartr;;• nts. Tliis is ;;n ir'i'""rL«nt 

L1.-il:ity off,_·l'(·d to jt:•int v.-nt.un·s by cr•<T•<•·111ics frnm this r.:,gion. 
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and in dev~~0ping countries and are making important in roads in developing 

countries further in the dcwnstream sector as well as in m1nufact~re of inter-

mediate chemicals. 

A nun;l;er of companies in the ind1_1strialised countries with or without 

operating petrochemicals plants have the right to license and possess or have 

access to know-how , techn1_,logy and experience for r.ianufacture of a variety of 

p~trochemicals. A representative sample survey of a few c0mpanie~ in CSA, UK 

;rnd lt:lly ""as undl·rt.1ken to 0btain their views on the joint ventures ns a 

potential means of co]laboriltion to set up p~trochemicals ~lants. These views 

;:He .indicative of the <•ppro;wh and ontluok of a poll·ntial for~ign partr.er 

f1«>m inJu~lrialised countri'-'S tu the joint VL'nture. 

}!ost com~'211ies r<>gard the cq11ali ty L1f the two partners in the joint ventures 

in lh·v•,loping LL'tmlries as ficticious ;is the d.::ve1oping CL11mtri•'S h,1ve 2n unfair 

<ind inilin•ct control OV(er the profitabi1 ity of the business. As an ex;Jiiple 

feedstock pricing in most developing countries is the result of a political 

d·~cision rnking which has a d2wrntating deterioraticin on the p1-,):;p.:;·cts of 

i;«1wration of funds. Th,'se C(1n1p.'1nies hrjng out the fact th,~t since variable 

costs of energy and fLeJstock account for 80 percent of all the costs fnc11rred in 

rn;inlJf,,,·ture of basic petrod1u1wal s; they <lre no lunger .,..-] 11 ing to risk f·xpc,s11re 

to suC'h irnpcntant p0ram1;ter of busi1wss equati,m as in sixties when fe(·dstocks 

represented only 20 percent of the cost in the costs of manufacture. This 

un~1·£tainity is not limited to developing countries only; the same happened to 

the ethylene plants planned in Alberta where with the cl1ange in political 

;;pprnach the policy on feedstock prices underwent a change and the plants ~~re 

S"me C<'lf•p;;nics lirive mentinnPd c;is._.,s nf suc<":essful joint ventures with 

comp::inies from ol her deveJ oped c1)1ml Ties in idt'nt i fi.ed specific fields; tlwse 

joint venturf's are aimed at combining the strenghts of the two firms fn 

production; rest."arch ;;nd de:velopment and illarketing to acquire a dominating 

m11l L in;it ional role in the p;irticular product. 

How(·v»r, they contend t!J;~t dl.v1~rgence in inciustrial mentality of two gro11ps 

of co11nlries provides an additional source of problems. Moreover, a newly 

r~::;t::-ibl ished Joint venture petrochemical company in a typical developing country 
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fa~es a wl1ole host of difficulties ranging from inadequacies in 

infractructure and ~arke:. absorption of products to the absence of 

skilled work force and vagaries of government regulations. 

It has to be appreciated, according to one company, that a lot of 

effort and f11n1{s are absorbed in the development of new technologies 

and unless one could see reasonable prospects of satisfactory re~ards one 

greatly diminishes the incentives for that ccmpany to make the m0st 

advilnced technologies avail~ble. Bureaucratic limitations fixed on the 

quantum of royalty for the prl)ucSS•'S as well as short duration s.:>crecy 

provisions in the .JgH·.:·ments do not help elfrit the best tl·chnologies. 

L:nlt>ss the joint venture is ;1s~ured of i:he opportunities to grow ;:md 

.:·ntlor 1ww bu"i.nt'"03 and production cap::icities in due coui-se, the fjxed 

c1Jsts t1~rd to escal.:ite 1::;iki11?, lhe joint \'enture company un.:11a1i1d itivP. 

Some companies are inclined to co-operate in joint ventures in 

lhe <lL".vnslr.:::am and Si,WCiality products wi.th dc\'eloping Cl1untries. fhey, 

lww...,ver, bel icve that relatively m•,dest markets for tlwse produ,:ts in 

n,;st developing CGuntries i'rP<:'.~lJde viable h11siness opportunities. 

Xost c~mpani~s are very cautious about setting up joint ventures in 

dcvell)ping countries, they would prefer to license technology and provide 

S•!rviccs in nll L1cets of sett.ing up plants, operations, trouble shooUng, 

training, safety, administrative support etc. They contend that the 

measure of cm~mercfal success are different in companies and the perception 

of the p11hl ic entities. A govt:'.rnment ag(,ncy can put its capital as a 

sunk cost in a project and is under no compelling obligation to recover 

that investm.~nt which is governed by a host of policy considerations. On 

the other hand su.~h an approach Js inconceivable for a profit or.icntcd 

c0mpany. It is because of these considerations that many projects whose 

b~sic economics do nut satisfy the established criterJa still get 

implPmc·nte•i. 

A •_'nmp;~ny with long experience in rr.;1111_1facture of petrncJ11,rnicals 

around the ·,.;nrld believes th::lt in joint Vl'ntures,not only in those 

with developing collntries, the initial unity of purpose nnd vision tends 

to weaken ns borne out by their expcric~cc in Europe. The risks will 

be ~ven greater ~1ere divergence in pol ftical, cultural, historic and 

--1 



• 

• 

' I - .)4 -

2. 5.6 ~!ost compani..:-s suggest that at current prices of petroch1:mi.cal 

?. • 5. 7 

2.5.8 

2.5.9 

2. 5 .10 

products, they make more money on marketing the product in tht.'ir own 

network than frL)ffi a fully L'wned industrial plant. This activity they 

like to see Pxpanded and would welcorae the opportunity of entering 

into marketing agreements to surplus producers of developing countries. 

The joint v<"·nture arrang<,nents recently entered into in oil 

producing countries, according to the apprt.'ciation of these companies, 

are a multilayerc1 approach somewhat different than cnnventiL'nal 

type j~iint ventures. It includes a numbt'r of ;1dJiti.onal agreu1••·nts for 

supply of fe(,<lstocks, utilities, infrastructure facj] itie::; <ind L'i)li-

g"lti01:s in ri-·sp~°'ct to internation<Jl !'arket in8. The realistic opportunity 

cost r.~Litl•d pricing uf fec•dstocks as • .. ;ell as avail:ihility of \-.·ur·k ing 

c:ipital at attractive terms r,,.·12re n1ajur incentivt's. 

"-'1nity p<Hticipat ion in developing ccuntri1-:·s relates to the Cl'"1ph·xities 

of overst•;rn r..:·mitt;rnct:s and r.:patrL~tion of funds that are norm;illy 

s11bj~·ct to exc•·sslve regulations and restrict·Lms. This is clcsi>ly 

linked to con;pany's percf-ption of politi.1-al stability affecting b11si1~css 

1•nvircmmv11t with pol Hical changes usu0lly causing irH·p;:irable disarray 

in the rules of the g<1Cie. 

The companies suggest that they can make real contribution to the 

rlevt>l "l'r10·nt process in the tldrd world petrochemfr'1ls through rn:1k ing 

them aware of the rni.stakes they committed in the past so th<lt the new

c.-·rn•~rs t:dn avoid th~·m. If the newcomers use the inform<Jtf•Jll ;md knowli>dge 

that these coi<1panil's have acquired c'.·er long period of successful opt:rat i0ns 

jn ~wtrochr-micals, they will save a Jot tJf r;1or.cy. On the contr;uy they 

bel i·~·;e that if cl•:veJppjng countries go about bus:iness the \o.'3Y (·nginP•·ring 

and consult~ncy comp~nies suggest they should do, they incvit<Jbly run 

the serin11s rl,>k of putUng their f"ioney down the drain. 

A 11 compan ics aclcluce the <Jrgument that the successf:1l joint vt,nt11re 

shonld be b;;sed on du:;nnstration of the cornrriercfnl vfability of the 

cntf·r1irise to be takL•n up jointly. They pojnt out that in many ln!;;tancls 

the governments of developing countries for a variety of good and not so 

good reasons dPcJde to go ahead with a particular project and decide Lo go 

----1 
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ahead with a particular project and then invite the internation~l 

collaborati0ns. Many of these projects, according to the col!lpanies, 

we ;ld not have been judged by the s.tme companies as possessing 

sufficient economic prospects if they had been involved in Lhe initial 

evaluation. In this connection the current debt crisis affecting many 

developing countries can be largely traced back to liberal l~nding 

p1-actices by the banks to finance projects whose business soundness \.·ere 

often not conclusively established. In view of these lessons and con-

~;.::·qucntial substantial rl'duction in credit flc...-s, tl·cse COi<ipanies contend, 

t'1e multinational c~)r:ipan ies c;;nnot be realist ica] ly ex pee t ed to s11h:-:; tit u te 

for b:-rnks. !11.:cordingly they admit that a potent f.:_,rm of incentive for 

the joint v~nture Kould be the pr0visf0n of low interest bearing leans 

to the companies to facilitate the diffic~lt task of arranging the 

financial package of the proj~ct • 

l 
I 
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The opinion of multinational petrochemical companies in industrial 

countries is prc·dominantly in favour of supply of license, services and 

expatriate assistrtnce to developing countries instead of a conventional 

joint venture col Jaborative arrangement. Ho\;ever, having regard to 

nppropriate fncentives and understanding as well as appreciation of the 

politico-economic situation in a country, the r.1ul tination;;il companies 

....-oitld serh>usly ct1nsi<.1<·r an l'PPl'rt11nity for t>nt•~ring into jL1int venture 

for projects which l'ass the a•-cepted criteria of te..!mo-ecun•:>rnic viability. 

The rkvel<)pi1;g l::•_'1int ries by anJ large consider joint venture as an 

fr;p•ffl<int vd1i.cle to d.:,ve1op, b1dld and •)f'l'rate petroclwr.iical plants as 

this system has a ~roven record of he]plng to establish and conso1id~te the 

basjc, intt'roe•:·Jiate as well as do,.,·nstream pel rcchemical incbstries in 

~0vcloping ccuntrf Ps in different regions. 

The scope of joint ventures in pctroc~cmicals s~ctor is depenJent 

upon a numbt:·r of factors as .,,.ell as on the degree of technological com

ph·x i ty of the plant cuvered by the collaboration. The external factors 

sui·h as the le:vel of industrial c::<perience of the 1.kvelnping <L1untry as 

.,,..,,11 as the policies of the guvl'Jn:1ents of the countries of the partnPrs 

h:ive a profound inf11wnce on the scope of the j1)int vu1t11re ;is '.-'ell. The 

divL'rsity of this ind11stry can necessitate the joint venture to take h;ick

up assitance from the uvt..'rseas partner if such services are not available 

indigPnously; the illustration below will signify the extent of the wide 

range of assistance that an efficient operation of a petrochemical joint 

vc,nt·ure rr;1y reqid re: 

a. research .inri dcveJopr.ient effort needed to StJstilin s1dtrihility of the 

product for end uses specific to the markets, 

b. perfurmance evaJ11ation of the proces~ws •·mploycd to niAintcd.n and 

Improve their economic levels of uperations. 

c. t.,.~hnical back·-up needed to s11pport the needs of the convr:rsion 

fnrl11slry covPrfng the cHverse sectors of the industry - a f:f'rvh:e 

on continuing basis. 

The structure of the petrnchemfrals industry and the indisputable 

111 .. ~d of the dcvf'loping countries to depc~nct upon the industrial cnuntri.cs 

for transfer of technology nnd continued technical support suggest joint 

vu1t11re ilS ;m important fnstri1mt:>nt of co-opcrilt:!on. Mnst c111npanies in 

-1 
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industrial countries do realise that these collaborative agreements provide 

them an opportunity to maintain impetus of innovation and act as an important 

lifeline LH surviv;_il of their manufa..:turing eco1wmies. The failure rate of 

the joint venture according to the studies available on this area of business 

understanding is abnormally high. In the more recent large petrochemical 

projects as well, the joint ventures ~hich fall through in the very 

early stages of project fonnulation is higher than 50 per cent. This 

chapter accordingly looks into various factors applicable to petrochemicals 

industry which may help in the creation of a succes~ful joint venture. 

3. 1 Mdj<>r F1 l'_r::e_nt_s of_Tx_i_sl_in_g ___ ~t1_c_ce:~_s_fo_l __ J_o_int __ V•"_I~tu_rc_~: 

The furmatJon nf a jnjnt venture <ind impleml·ntat i"n of the project 

1111ckrtak1'11 by the V•'nture norm;i11 y fol11)WS the cycle indicated in fig. I. 

Tn tl1e case of petn,chcmicals industry - m;-iinly the basic and intl·rn.cdiate 

ch1"1TJical sectors - the de:velopmcnt requirPs significant support fr.,m inlwuse, 

Jocal or cutside rt:'Sl'arch cind d.:v•.'lopment set up ;rnd 1!csign, •'nr,ineering 

and consu 1 tancy organi zaUL'llS. rhe project concepU on covering ident if :".cat Jon 

of opp0rtunity, market survey as well as preliminary project studies aimed 

at lo•·king at financial analysis as \..'ell as d1~fJning the project mL1re pre

dsely r<!f.p1ire ('XPl'rienced technical :iclvise, facil iti.:s to he able to 

charact.,rJse and cv.ilu;ite feec!stocks and prepare est ir1ales of capital 

Cl)sts. Quite often preliminary data un procE,ss and project from experienced 

1 icensurs may be absolutely necessary to make any meaningful ;111,·dysis. 'i'he 

seJ ei.:tiun of process technology ;is well as the type and forms of col 1 aburatiun 

nost suitable for the joint venture also require specJ<Ilised experience. 

There may be different ways of going about a joint vi:nture projPct but 

the corporate pa1tnPrs to a joint venture Jn all cases ~hould hold the 

same intentinns as a couple planning to wed: each .1pprcciatin& the con

tribution of the other as v<lluable. The new venture could join forces 

to penetrate markets, learn new teLhnoJogies, share risks, take advantage 

of the concessions to Maximise profits etc. But as in marriages diffic11lties 

serious enough to pull apart the collaborations often are cnco11nt..:rcd. The 

successful joint Vt::nture have therefore to go thro11gh b;isic exrerc ises 

;lir~ed ;1t better 1ir,.-ierst;inding of the environment and nf each oth•crs position 

such as: 

I 
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Selection of 

Technology and Collaboration 

7 
Project conception identification 
~arket survey, project formulation 
studies, project definition and 
preliminary project work 

( 
Screen Investment 

Options 

• 
Selection of Joint Venture i 

Partner 

~ 
: Detailed Project I 

Studies 

'\ 
Back up Formulation of 

Research and Development Joint Venture Company, 

and 

Engineering and Consultancy 

Services 

~ 
~ 

Project 

Project ImplementatioP / 
I 

Establishment of plantsi 

, I 
... ~ 

Plant operations 

Joint Venture 

Agreements 

',. 
CIO 

Fig. I: Joint Venture Project Activity Cycle 
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The b3sic principle for a go1Jd collaborative arrangeE1ent is to achieve 

complete 11nd.:rstanding of the position of each otter through free and 

fra•1k <iisclosures on purpose, l1Jng-term goals and op.:rating strategies 

of the parties. A significant observation during the regional surveys 

n.>vL•aled ti.at the most :::.uccc,,;.;ful joint ventures Wt~re entered into by 

local firms which were representing their collaborator for a long time 

in pr1,rnol ing his C(w1;11erci3l jnt<:>rcsts; the jmplication being that long 

ast:L1ciatiun established Lhe trust and confidence necpssary for a joint 

venture p;;rtnership. 

The pl;mning for csL1blishing a joint venture h;1s not only to 1:.Jver 

3 j1_1int cv.1J11ati•Jl1 of the project proposal, strategy for hiph·.niL·ntation 

and operation, application of skills, policies on pricing and costing 

etc. but al~;o the cx.1rninatiL>n of plethora of legal ;rnd g('Ven1n1ental 

laws and ri1les that govern the husinc~,;s operations Jn the country of 

jojnt vt·nture. The compliml'ntarity of irnmediate and Jong-term intPrest 

of the parties in the jojnt vi::ntrue operations h<Js to be .,_-..,11 defined 

il!1d <l('Ct:pt•'d. 

The cycle of rnajor activities tint a j1._dnt vent\lre project nay go 

thr,;ugh is (lepit'ted under fi.g. I; it is emphAsfsecl by Pl<)St comp;_rn_ies 

from dcvt>Juped and dC'Jeloping countries that development of those 

activitiPs by both partners to the joint venture at the earliest stage 

specially including scoping and fcnsibi.lity studies would be most 

helpful in concluding a joint venture with a good Jong-term working 

relationship. 

rliis i'h.1:;e of '..'nrk rL'ccivcd the highest con;;idcration in r·~cently 

imp1 l'nwntc·d pet rochunicnl joint Vtentures in which the joint V•'11lllre 

partner was ~wlected on consideration nf teclmical c;1pabn ity, r1arkt>ting 

experience and attitlJde on co-oprration in joint venture as free and 

c-q1_1al p~1rt11er and jntPrim ;1~reernents signed. An f'Xt>c11tive committl•e 

set up witli cq11al rnP111lH·rs from each sfde undertook special t;isks P,g, 

st11dy of 1 ic,··n:,ed tc·rhnnlogies, fc>'.clstock ,1grec,ment, jnint venture 

agrL'<·ment :rnd comnis;;inned fe;isihil ity studies. The committee was 

authorbed lo conduct all ncgotiatfons and choose mnst suitable 

J ic1.·11sc nnd suc:cc·ssf11l contractor. To f(~concile the objectives of 

-1 
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each partner and contributions each made the negotiations stretched our 

number of years resolving many complex issues. Sound foundation of joint 

venture like in marriage is based on complete understanding, confidence in 

and respect for each other. 

Businessmen by making are suspicious and such feelings are aggravated 

by lack of co~mnunication or unilRteral acUon by one partner even though it 

is in the best int<'rest of the venture. A fJ exible and broadtT>inded approach 

by both partners will further strengthen the b11sir.ess op<,ratiens. The 

identification of the partner to the aspirations and expections of the joint 

V<:nture in line with the corporate pLrns and the evolving t::nvirc·.mcnt is 

rr.1•st rfosirable. Schemes and plans of the jl)int venture though sui.table 

from the national considerations should pilss the test on profitability 

criteria specified under the joint venture; similarly foreign partner in 

t:be joint v<=-nture has to overcome the t Emptat ion of 1n:-1king the interests 

and aspirations of the joint venture subservient to those of his parent 

curnpany. 

The m•1l tinational petrochr·mkal cunipanies f Pel thnt the joint vn1t11·ce 

companies in developing countries are prone to government interference on 

the issues whf(h directly affect the profitability of the venture. This 

concern thn11gh existing even earlier has assumed greater jmportance with 

changed situation of the industrial sector in the world in the last de~ade; 

processing margins or assunmce on a minimum retun1 on investment an~ no 

longer the &atlsfactory form of coverage. The negotiations (U]Minating 

into final joint venture agru:ments must inter-al ia th1'ff'fore sperify 

the mutually acet.>ptc~d appn>ach in re8ard to 

• Corpor;:ite objPclives setting out clecirly the act.ivities .:rnd inv~·stmvnt 

policy • 

• Prices of r~w materials and transfer prices. 

Policy on cnpital incre;:ises - options on shares or other forms of 

ownership. 
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• Policy on dividends and repatriation of the profits abroad • 

• Policy on financial disciplines e.g. borrowing • 

• Policy on marketing and pricing products. 

A typical example revealed during the survey is of an agreement between the 

joint venture partners on supply of petrochemical raw materials at a rebate of 30% 

while the manufacturer joint venture was permitted to retain product prices at 20% 

above the international prices. Involvereent by the government in such schemes in an 

indirect m.1nner not only del'lonstrates the Col!Ilnittment of the goven•1r;ents to the 

develorm~nt of this industry but also can help convince the foreign partner about the 

ClH1t inll i ty of the present scheme. 

3.2 Put~ntial ar~as of conflict: 

Most joint ventt1res in petroch~micals industry vie:wcd from the aspirations of 

docve1oping co1rntries are ce:ntred around technology transfer. The developing 

countries t'xpect the foreign partner to consider, the n"w pl.1nt as an extension of his 

original business activities and that his partici.pat· ion in the new pl ant wi 11 'iden 

his markets. The joint v0ntures operating for a considerable period as well as those 

re1:.:-ntly t•stablio:hed do t11row light on the ilspt:cts which brought up differences 

lwtwice:1 the part1wrs; Cl:rtain reports <'lbo11t problems dPveloping in the re1:e11tly 

implemented joint ventures have been listed to enable partners to take appropriate 

r.a;asures wl1ile lc'.Stah1ishing the joint vent11re so that the::;e conflicts can be n·duu•d. 

a. 

It appears that in more than one case of the joint venture surveyed the 

diversification pl,qns proposed by tl1e Jocal partner faced reluctilnce on support or an 

011t ric,ht rebuttal from the foreign partner on the promi.se that the proposed 

divcrsiffration f,qlls outside the technological realm or market interest of the 

for0ign partner. These real problems have been solved tl1rough negotiated buying out 

of Lhe fordgn part1wr as the local partner had acquired sufficJent experience to run 

the C(•mpany and to manJge the technological requirements of the diversificat.ion scheme 

independently. 

It hns also been pointed out d11rJng the survey that due to restrictive policies 

;1,Jopted by some developing countries, the expan~don as weJ 1 as divers i ficrit Jons pJ rrns 

of the joint venture were held up unless the capital base was restructured according 

to more r~ccnt regulations. Such joint ventures virtually stagnated and co11ld not 



• 

I 

- 62 -

maintain the advantaseous position in the country they attained when 

established. 

The disproportionate management rights and the financial b<~nefits 

acquired by a partner because of his long valuable experience of the industry 

or a dllini 1:mt status in local environment has created problems mainly in the 

majority foreign own£,d companies. The local or the foreign partner as the 

case may be must fc,~l involved in the management of the venture as well as in 

activities stwh as marketing and purchase. 

The valuation of the technicai assistance provided by the foreign part11~r 

to the joint veuture has been one of the minor jrrit;mts which could be c.1sHy 

rc:rnovr>d by a more positive and acc•>1;m1oriating attitude. 

Diff~rences between partners have been reported to be have developed over 

the interpretation of the access to joint venture of the improvements. 'fhis 

as~ect is of significance mostly in the basic and interrnediRte ch~mfcals 

~anufacturing stage. Developing cou11tries with extensive research and 

devPlop1'1ent supporting facilities dre more likely to face this diffici.1lty • 

.\ clear understanding on this could be reached in the early stages of forn111thm 

of the joint venture. 

d. 

It f_s reportC'd that i.n one of tl1e potc:ntfal ly promising regions for 

establishmPnt of joint venture petrocli~mical projects the requirements which 

would need lo be met before a joint venture can now obtain a license to invest 

are undergoing profound change; the expected stip11lations include 

i. local ownership to the extent of 51 percent 

ii, a minimum sped.fled limit on capital 

iii. a minimllm period (say 10 years) experir·nce .in relevant business 

sector, 

These change tend to create a cl {mate of s11spf.cion which i.s unhe~lthy for 

the jofnt venture operations, It is not very material who has a percentage 

hig!ir-r in a·,;1wr~;l1ip h11t what fol 1cws .1s a <:'•·n~;r-rl'-'"1we co1Jld d:11;1,q;c the 
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confidence created so far. 

In other cases the responsibility of the foreign partner to the debt 

liability of the local partner is stated to be being judged with adverse impact 

on foreign partner. The examination of the local rules, regulations and legal 

instruments even as it is a long dr ... •wn procedure; the multinational companies 

m::i.y get exposed to cPrnmercial disputes which are judged contrilry to the original 

apprec fat ion of the bws of the 1 and. 

3. 3 ~-•J_t_~-v~1_ti_~>_1~ s -~--~-h-~- pa_r_!:_n_er_:; __ o_f __ e_x_i_s_~-~:1g __ ~_r_t::;'l__n_&_~·-rr,_e_n_t_s_:_ 

The foregoing review of the situation clr:arly brings out the fact that 

the v:dsting joi.nt ·v•'nttire:; p·-~rti-lining to the perh1ds before .:rnd :ifter the 

~.::ventics - sit,nifh'd by un•~xpc-cued ch;ingc:s in crurl1~ oil prices and supply 

situalitlll -- ;He design<'d to combine the strengths of partners to enter new 

markets and Flaxirnisc profits. The motivations can be grouped and presented as 

under: 

a. Hu::;t pdrt_n_e_~ (1wstly from dL ,eloping countries) 

i. 

i.i. 

iii. 

iv. 

v. 

vi. 

~ . v _.. J • 

Access to technology, know·-how and £:xperience of the furt•ign partner. 

,\ccPss to know l!UW on produl.'t, product_applic:1tion and prod1.11:t 

d•:Vt' 1 upment. 

Access to technicjt1os for market development, market s1!rvice5 ;ind mn1-ket 

resecirch. 

Posslbili.ty of cnr:1bining resl.'arch and development to acquire a 

domi.nating role in world market in p;uticu]ar product. (V;ilid fnr joint 

vo.·nture bl.'twccn two comp«1.i.cs in developed countriios), 

Pruducing high value <idded products thus divr·rsifying outp11t with high 

technology in~ustries. 

THsplacing in.purls and entering inlPrn.1tiorrnl <>xport nnrkPt'l. 

f."tabl if>hing fod11slrial bAse ,for further dev;•Jopm•'nt of industr:i'"s 

employing co1nplex te>chnnlogies while at t:ie same time derjving 

substantial economic benefits from national angle by way of creating 

cnploynmnt, skills and improvement in social cnvironmPnt. 

vU i. RqJUtnt ion of foreign part1wr f:ici 1 itntcs t. id.ng up 1 oans and f in;inc ing 
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i. Access to new markets 

ii. Access to low priced raw materials, low cost on operating personnPl. 

iii. Possibilities of attractive investment abroad during recession in home 

markets. 

iv. Availabilit; of attractive investment inc.:-ntives as well as financing 

sch(·i'lPS. 

v. Possibility of establishing the industrial base and its ~se as a 

springhoard for further b11sincss activity on preferential bnsis. 

vi. Acq11iring .:ldvant:igt'ous position in selling U~cirnology as well as 

techniral bac~-up s~rvices. 

vii. S111:.:-cssf11l joint v••nture could be a refercnr-e for other ilcvcl,)ping 

countries. 

viii. Co~plcmcnt3rity of existing operations to acq11ire decisive competitive 

acJvanL:t);e in a prod•1ct in multiniit:ion.11 op.:·rations. {Valid fur joint 

\•·11ture b.-.tween two cornp:mi1•s in developed 1:01.1 11tri•?s). 

The r·~structuring 1Jf the pctrcchcmicals ind11stry which conmencl;d in 

sevr,nti•~s f;;vourPd the 1 oc.-,t ion of the indn:o:try cJ osPr to the t~o11rc;_•s of 

cheap and secured availability of fce<l~tocks :u1d .,.,.,,rgy. The last f•"w years 

have witm·ssedfurther finds of large q11:rntitiPs of cn:de oil and/or gas 

in rliffl·H~nt p:uts ofthe world. The multi.national joint ventnre p~utm·rs 

l1ave accordingly more options available now for manufacture of bulk petro

chemicals. A clear indication is the growing trend of the mutlinational 

Cr!1npanies t:o(a)get away from bulk production of a varlety of petrocl1emical 

products (b) concentrate t11eir rnanufacturlng progr~mme and activities to 

selected few petrochemical products (c) restrict new activities to high 

y,1l11e spec.hlity products ;ind (d) integrate i:·urrent activitit-s with selected 

d01.·nstrcarn ope-rations, est:a.!JJ1shing direct contact with the consumer. 

It would appear that petrochemical industry is either following its 

traditinnal restrictive approach in tcrrns of the new speciality high val11e 

prodncts or is pursing manufacture of bulk pi:>trochcmicals through joint 

V(:ntt1res at or clo::-;er to the centres of feC'dstock avaiJnhi lily. 

The .'tppr~ds.11 of existing jo:Jnt v.·nt11res ln pclr")1·l111ri!c.11s st·ctor 1·l1:;irly 

hring 011t the ~;iisni ficant h:pi11:t tli.-,t r;ov1:rrn•;1·nt pnl il'i1·s h:1ve r~1 l'i••ll!-d r;1t1·d 



' 

- 65 -

over the c-stab 1 ishm•:nt .md successful performance of the joint venture 

co;npaniPs. In practically all cases the supply and pricing of petroch,-:mic.als 

raw materials is directly or indirectly controlled by the government; these have 

since in some cases even acquired a. politically sensitive international 

status. Hm,;ever, jn all cases - whereever .:ipp] icable - the assurance frl•m the 

goverm;ent on uninhibited supply of feedstock and an attractive and stable price 

are the basic pre-requisites for any joint venture aimed at either domestic or 

rxport markets. It is by and large recognised that the government policies have 

a profound affect on joint vrntures located both in developing or developed 

rou11trics - h(",,·t:vPr, in the r;ise of tln~ fon,;er it is more cnd1'.al as the 

govt·Cmn<:-nts in d.::veloping co11ntries exercise a much greater role in creating a 

cuns~nfal industrial environment. 

The ru 1 es, 1 aws and leg is 1 at ions setting out the po 1 icy of g<)VC rn;1wnt s are 

put 011t difrerently by most countries; specific decrees were issued for the 

iWtrodw1nh~als jndttstry in !-Uddle East; an important r.mltinational co,npany L.1id 

dc>wn pn'condjtion that a specific legislation be issued covering co:wessions 

required by him fe1· setting up the petrochcniicals complex hefore fin;1lising the 

c.J.:.al - which ultimcitely fell throueh. In other countries provisions rn:1de in 

the prevalent lPeal instruments cover the needs of petrochemicals industry. 

Broadly must of the rrq11irements are being covered in most countries u~Jcr the 

folluwing lcgis]atinns in one form or other. 

i. Indust::ial Policy - a regulatory mechanism dei;i&m'd to provide the 

company a fr~mcwork according to which governmfnts expect the industrial 

develo~ment to take place. 

ii. Foreign Investment tegislation - sets out policy which governs the 

forPign economic participatlon in different forms of collaboration ur 

£·x1:lusively foreign owned investment projects. 

iii. Rest ric live trade pr al: t ices regul atJ.ons - provide the vt·nt11re partners 

with the idea of degree of frC'edom that the busin12ss activity is 

expected to enjoy under such specific legal stipulations. 

iv. Financfol rules: g;imut of rules and regubti.ons affi:·cting the finnncial 

position of the business venture such as corporate taxes, excess profits 

tax, income tax etc. 

v. Pol id.es on rrli&ing funds and loans - guid1~l ines as well as spPcHic 

i11:,;t ri1ct {c1ns un T;1islng L1nds for i:;c••l ing the 1wcds nf r:ipit:ll for 

i n cl• 1 :·· t r i :1 l v" n t • 1 r, • s :rn d t he •,>c) r k i 11 g .- .i p i t a 1 • 

-1 
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vi. Irr1port Policy - a cor.iprehensive statcml•nt on incentives provided on 

import of capital goods, machinery and spare parts as well as 

protection given to indigenous manufacturers of petrochemicals against 

import of sjmiJar prL~ducts from world markets - a mechanbm to help 

growth of industry in its infancy. 

vii. Export Policy - setsout gvVl'rnraent support in promoting exports of 

specified products, incentives offered and possibilities of 

preferential conncrcial J.:;i.lj110s with certain Cl•untrics. 

i\par·t frnm the po lie ll·S dcsii.;ned to cni:our;1gc investm.:nts in industries 

fr::mcd by lhe g•JV~·rm~l'nts, the ap~'fQ1·iation and confidt-nce of the b1.1-;in•'ss in 

thc»~c poJ ici<'s is ,-.SSl'ntL:~l to prcmote furtlwr investment activity. The prior 

partiripation of a foreign business house in the host country even in a s~all 

way greatly ilssists in involvement in large investm~nt pl.'trochcmicals projects; 

the continuity of such policies uvi:·r a J.~ng ti::-,e instils gn'ater confi,fonce with 

the forPign bysincss. 

3. 5 Future of Joint Vt!ntures: 

Con:plc·1n•:ntnrity of Jong term cor:<rwrcial interests: I'he d.::velnpm.-,nts in 

the pt;tn.>chcrnic;.ds indu~try d1ir.ing the last dl•c;ide have introduc»d a new s;_'nse 

of uncl.'rtainity and s11spicion Jn the petrochemicals cnmp;1nies. The new sitlli'lti.on 

11f'•~essitated recasting their co:nm.~l·cial strategies and as a con~;eciuence the 

joint ventures establ h;J,ed so far h;id to be n:ass•_•ssed in the cont.:,xt of new 

sit11atJon. A m11nber of mutlination;ils deliberately decided to shed specific 

inVl'Stnwnts in some n·gions while in others acquisitions i.·ere made such as 

D11 Ponts' ,1cquisitfon of Conoco, Hunte1Hsion joining forces with lkrcuJcs, ICI 

she~ding its Polyethylene business, Dows' diversification aiming at preduminRnt 

profits from spccL1lity chemicrils and corporate plnns of Fnion Carbide to dispose 

of its polymer man11facturfng pl~nts In diffrrent p4rts of the world nre just a 

few PX;H11plcs of the complPx process which is t;iking a new unknown and an 

ind~ffnite shape. 

SPme cnl']p;inics f;uggest tl1ilt their corporate level :1pprl•rjatf.on is t;t>tting 

aro1Jnd to thevir:w that the long tL:rm identicity of the p~rt111:rs to a jdnt 

VPntllre Js virtually i.mpossible. Tn most casf's wh~t started as ri comp I i.m• nt<iry 
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role of the joint vt:nture to that of the con":iercial int.:n'st of the foreign 

partner changed into a completely Jiver~ent business 0utlook. These views are 

support"'d in a way by the .experience available from some developing countries 

..,here some repondents point out to the restrictive attitude of the foreign 

pdrtners to giving improvements to the joint ve~ture whereas the local partners' 

desire to providein joint venture agreements a possibility of take over by the 

local partner after a specified period. Both approaches emanate frL•l the desire 

of each of the partners to retain dominating position in cert;iin m.'.n-·.ets 

independent of the other partner. The current situation has made the problhn 

on identification of l,)ng term compJer.ientarity of commt'rcial inter.-sts of joint 

v~nture part11(:rs lc_v.-n mcffe difficult. The succL"-;!:'ful experi.:·nce from Middle 

East however, sligge~ts that given t.'-'L•dwi LI from hoth sides, it is possible to 

define and ~1sree upon suit-:ible basis. It is quitP. n•-'tic»able that the joint 

v211tures fon,:ed by c.-•1:1p:rnies in 'kV•'l '-'Ped countries ~<re based on a clear 1 (l!lg 

tc·rm str:ite:isy of l11)th 1':Jrt1wrs ....-hich d•_·mc•nstr<1t.:s :Jdvantagl·s in :1u:ess to '":trk•:t 

and profits to both partners thro11gh joint efforts. 

Invisible busin(·Ss risk: .J•)int ventures, .'.lccnr.J.ing to s .. JrPc CL~1·tpanics, 

in wost developing cnuntries represents a business risk whtch may not he 

cc•EGH·nsurate with <idvant;:iges that may accrue frcm the collabl>rati,111. Thc:3e 

risks b.:dng tl:o~;e 1."l1ich originate from the practices and :1cti.:.1ns c .. r.,pletely 

outside the control of the joint venture m:rn01g··~11?nt. The <l•"grce of risk is 

.igain a measure 1~:1scd on the cxpP.rit'nce and apprec i:lth)n by the concerned 

c•;mpany of the cultural, economic, gu-15r.,pl~ical and political 1:nvir1··nr:;-.'nt in 

the co11ntry. 

An :lpprupriate mechanism which c.1n ndequately C•)ver the foreign partner 

ag:linst such risks has to be devised. It is believed that mnst companies in 

the developed countries both engineering and consulting companies as well as 

manufact11ring units are cc•vered by s•.1itab]e insurance cover against fault, 

d('ff·•:ts and 111:iJoper;1tion. It is possibly concE-lvabJe that s11ch extra

urdinary business dsks are also covered by a systc·m of insurnnce up to ;in 

agrt:cd .-imo1;nt; this or any other form of ;:issunrnce will greatly cre'1te the 

needed confidence in the foreign partner. 

It t1as be1:n poi.ntt:d out th~t tl11-~ conv1!ntional joint Vf'nt11re cono·pt 

!'lay have outlived as <tn instrument of co-operation. B11t inr:orporation of 

such provisfon ina suil<ible form would rightly U!flect the f'.V0lution th<tt 

a joint venture h;is to go through. 

I 
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·rechno-legal aspects: The und~rstanding of the legal instruo~nts 

applicable to a joint venture is a time consuming ex<"rcise undertakten 

before the agrec-m.::nts are entered into. Despite such understanding it is 

only the actual case studies under the particular legal fram•~work i.;hich could 

generate the necessary confidence in the foreign partner. In some recent 

cases of differences of opinion, the decisions of the courts have gone 

against theoriginal perception of the foreign partner - in one case a 

court is reported to have ordt'n~d a foreign partner in a joint v1.;nture to accL·p• 

responsibility for some of its local affiliates' debts though it was 

previo11sly assumed that the limited liahility vehicle protected the 

fureign shareholder from such action. 

The tw0 part;wrs t1) the joint venture have to strive to jojntly un·-~.:>r

stdnd the implications and int1:1pretation of the techno-legal aspects to 

prornote the un<l~rstilndi"g and conf iJcnce for the successful joint venture. 
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4. PL•tential Areas of Joint Ventures in Petrochemicals 

- --------- ----------~---------- -------------------

The joint ventures in petrochemicals industry have a successful record 

of ope rat ions in the basic manufacture as .,..ell as in the downstream conven>ion 

sector. Most developing countries have, beginning with small capacities and 

relatively simpler processes, entered the petrochemical industry about 15 to 20 

years hack in a very nodlc'st v:ay. The per capita cons11mption of these products in 

must developing countries is less tl1an 5 per cent of the corresponding con~umption 

lev1•ls in the industrial countril•s. The developing countries in general ,rnd 

those with large population more particularly represent a large growth pot.~nL ial. 

As bro•11~ht out in the foregoing write-up the profile of di.cvelopi:1•cnt will v..iry 

widl'ly in diffr'rt>nt regions and countries therein, hewever, tht?re are int.~rl'Sting 

pussibilities devel0ping fur a j11int venture coll;iboration between Nurth-Suuth 

:rnd bet· .. 1c.:n S1•ut:h-South. The P"lent ial areris of joint ""'nture co1 l;-ihoraUun 

between ~urth-Sorth may continue to be confined to co-opPrrition in resrJrch and 

1kve1q,;:il'!1t .:is .,.,,11 as i1L'ldeving a strong"'r r,·,;uketing position in the intl'r

n:itinnal opl'rati,•ns - both situations not quite dqit·ndent on ;.;ny goven· .. :·.ental 

Lncouragern~nt; however, tl1e number of factors affecting the collaboration with 

the So11th are quite large and which mainly are outside the cc•ntrol of the 

prm::ot:l•rs cl1·p•·nding upon the govcn11,H·nt.::1l controls. 

4.1 GcvLrncwnt Polfries ;1imed at ent:•)llr<lfjing joint V('.ntures: In vractically all 

dLveloping countries lhe Jnd11~trial development prograrn~es are greatly 

jnf1uenced by the govenm•.'.nt po] jcies. The 11111Jsual growth wHnessed in the 

pelrnclJi:'mic;ils industry in some d.~veloping co11nlries in Latin America is 

directly attributed to governr.ient policies designed spec L11ly for the 

petrochemicals industry; in most cases the manufacturing facilities were 

s11pported by local tPchniral re~;e;uch institutes of high compet('nce which 

lielped <lstdmilation of the technnJogkal aspects. Developments in Middle 

East are the direct rPsult of gGvernment policies designed speci.11ly for the 

dl'.v.~lopr:ient of jH·trPd1t,mic;1ls 1n1Justry. The guvernmr~ntal i;ncour;ig.:,rnent ;it the 

regfon<1l level Jn identify.ing projects w;is respnnsible fnr the estab] isli!'1wnt of 

pl'trochf'mfcill cunv,~rsion units in the ASE,\N region, the co-opPration is 1ww 

being extended further. 

The rPlt.:v;1nce of pPtrol'lwrnical niaterfnls in the ;:in.,1s of developrnr·nt 

dirt>ctly related to priority sectors uf growth in a country's economy such as 

Jn<lu~trial grm¥th, food production, water m:rnap,P;;1r-nt, health programmes, 

hnlJ<;lnp, Ptc. have ind11c0d the pro;:11.i11~;1f:jon .,f nat ion;il pn1 j,~ lt'.S hy the 
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governments listing out petrochemicals manufacture under priority development 

programmes in many developing countries. The policy guidelines issued by the 

governments while recognising the development priority accorded to a particular 

sector does impose adherence to rules and regulations designed to suit the 

socio-economic fabric as well as the compatibility with cultural background. 

The applicable rules and regulations have to be interpretted by the joint 

venture parties in the context of the other favourable factors prevailing in 

a particular country which will have influence on the manufacturing programme 

pr1)posed. This in fact is the situation as is t:vident fr•Jm the spate of joint 

vent11re proposals being mooted in countries such as China and Tndia. 

It is also to be reco;_;nis•:d that the dcvelopi;1g countries would be concerned 

alHJllt iss11cs such as: {i) that t1>chnology enployed is appn•pri;ite and the 

country is not being used as a Jumping or exper[m~ntal ground, (ii) that the 

fondgn im·('Stm.:-nt lws only the well accepted c•x::c;ercial motives associnted 

with manufncture as the objectives nt1d that the cnllabor;~tion wnl not be used 

to ~ike the project dependent on some other industry or business interest 01,,ned 

by the collaborator, (iii) that know-how and tPchnology will in due course be 

absorbL!d by the new curnpany nnd that transfer of knowledge to lncal nationals is 

.in its pl;;nned progr:1n1me. 

A noti_c(!<lble change jn the CUliVentional joint v,_·ntt1re p;1ck;1ge u~:ually brought 

in by the foreign partner to the petrochemicals projects relates to the serio11s 

Ji1nitntions on financial obligations of the foreign partner. The foreign partner 

"'''uld like to be an eq11al partner in the joint vc·nture with the local partner 

but at the same time wish to keep the direct financi;il stake to the minimum -

one of the important criteria adopted in all joint ventures entered into in 

MJdd1e East. The reputation of the foreign partner could be used by the 

joint VPnture to r;dse loans. The usunl 1)olicy considerations by the governr.1'"nts 

applicable to joint v~ntures relates to: 

L dghts and obUg3tfons of the parties 

Ji. registration - scales and sUlildards uf registrat1un fees 

iii. labour manag~ment 

iv. limitations on liability (rt>str!cted to capital contr!b11tions) 

v. a11trnwmy (or degree of) jn dP.cision making i.n m;inrq:;cment ;ind C<'ntrol 

of operations 

vi. transf~r of profits rmd rep;:itrirttf.on r!ghts 

vii. \"agr's anci sal;iry of l0c'1l and non-local staff. 
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The governments of the developing countries generally consid~r joint 

ventures as an attractive form of collaboration as it brings with it the 

equity capital, advanced technology and management skills and can be an 

opportunity to establish a sound long lasting business relationship for the 

benefit of further industrialization schemes. The foreign partners in the 

petrochemicals industry joint ventures are proposing compensation trade or 

buy-back arrangements as a part of joint venture collaboration to undo the 

shortcoming on the financing front as well as generate greater confidence with 

the govern~ent of the developing country. Such arrangements more appropriately 

applied to large projects could involve a trading group in the financing 

sch0rne of the joint venture • 

~.2 ~orth-South Co-operation: Practically all joint venture projects in developing 

countries have been set up in collaboration with the established coJT1panies in 

4.2.1 

Lhe devPlo;ied countriC's. The n1;:ij1Jr .'.lre;1s of co-operation off,"ring potential for 

joint vr·nturing in petrQc11l:micals are pt«'sc-nted h(·fe1rnder three heads: technical, 

cormnercial (market and raw m.:iterials) and of curporate nature. The joint venturl's 

~Jstly cover all three types of co-operations but the relative Jniportance of each 

could vary and Jwnce the s..,parate pn·sentation of cunceptual appr11ach in <::ach 

tyµe which could ultimately influence altitudes and relationships Jn the joint 

ventures. In order to suit the req1iire1,1cnts of the partnprs, j.~dnt ventures 

have bPen entered into f)r one of types of co-operi1tion with the other Lwo 

being so insignificant that these are covered by isolated clauses in the former 

agreement. 

TL'chnical Ori.ented Aspects: The tecl-.nologics for most petrochemical products 

l-'2re developed by nmlt:In:ttional comp;rnfes i.n the industr.fal countries. The 

research and development as well as product applirRtions dev~Jopment play a 

very hnport;rnt part i.n thi.s industry. Some proolucts th(lugh b.-·ing 1narket.ed for 

over 20 ye<lrs are still the exclusi.ve preserve of a couple of rompanies who 

111an11fact1Jre and market these themsl'lves or through their subsjdiaries around 

the worJd, The tel'.lrnology for the manufacture of pelrocht:·micals are mostly 

licensed around the world by cumpanjes in the industrial countries. Availability 

of technology and its application Jn the env.lronrnE,nt and to meet the needs of Lhe 

l1ost co•mtry represent the rnost :i.mportant eh·ments of colJaboratJnn. 

I 
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The long operating experience of the companies in the developed countries 

both in successful plant operations and maintenance as well as their access to 

proven and highly developed safety practices and environmental control techniques 

provide attractive opportunities for long term collaboration through joint 

ventures. 

The more conventic'nal petrocheraical technologies have since matured and in 

some cases been adopted by the engineering companies for licensing, the techno

logical improVU' •'nts will continue to play an important role in co,;1pet it iveness 

of the O!J•: r:i l h~ns. The industry is a 1 rr·ady in grips with .:.·1w rgy co1,.;erva t ion 

and iu1prL'VL·nt<•11ls in so,r;e proccsst:>s have riade even the recent techn,,],)6ies 

less ~ittractive. The industry ;:;•cn"raJly beli12ve" ti~:1t there may nnt be any n1.··w 

bulk petf,_Jt:11"111ic.il i)rt•d11cts put into the r.,,1rket b11t the imnr<)\'t'CJi•11t in prL•cesS•'S 

as well as in prlHJuct characteristics 11~·-'Y be v.:ry significant. The tcclrnoJogicil 

c0-uper:Hion with the ind11':'trial CL11_111trit•s will continue to occupy :1n important 

place in the joint v.-ntures. 

:-l:irket Ori1•nted ASjJ(•cts: The rn:1rkPt research, market d..,velopmr:nt ;rnd m;irketing 

of petrot:!H~mi.·,11s is e;-;pected to contim;e to remain the major factur on 

which the viability and the future growth of the in1!11stry is going to dcp1··11d 

upun. A 11uic·ber of co1mtries are in the process of building rPl iab1e hasis and 

tools for dl'D:rnd forPcating and the cdpabilities for c·xtir.dnati11n of rliffer1-nt 

production ;i1.>Jr'1s appropriate for the dl'!·:nnd projectiuns are bPing 1levPl<1ped 

in few selected countries only • 

The ha~dc Jnforrp;1t.ion on rnarkL•t response to various g1·;Hfr.s of p1,1tl•rials 

for the area spt>c.ific outlets is not rr·adily available; the int<'rnRtic•nal 

cumraniC's who have well et;tcibUslwd tlliirket networks do have accPss to the 

bnr;Jc 1• .. irkf~t inforrnat ion h:1:;.~d on their operations in these count rivs. The 

1:,;irketing ;1ct ivilil's <iccorcHngly provide ;m opp1nt11nity for cPr1bj11ing the 

k1wwlcdge :111d strategie3 of the parlnc:rs for the s11ccC'SS of venture. In a 

nt1mb1'r of countries cov•:red by survey:; in different regions the m;.irketing wi.thin 

the country is done by joint venture relying greatly on the contncts and know

lc-dge of the lncal cnndH Ions of the loral partner. The conu•pts ns well as the 

ted-.nical b.1ck-11p is <;upported by the .-.xperiuwe of the fon~Jgn p,irtner. This 

r1rea of co--opr·ration wiJ 1 continue to asE1n,ie grt'alt·.·r at tent ion as the con~;11111pt ion 

of pctrochemkals increases in the d1~v<dop.ing countries. Thls is an aspect in 

which tl1e partners may have the idl'ntical outlook of 1'1:1ximising market pi:·nc-

t r.1t i•~'11, ill1·r1·;1si11g r·:.:tc11t of t•·:1rkt·t, 11sing c'<_ist effc .. tivl' prr•d11C'f~> :ind the 

l'r11fit r!t.•tiv .. • n1n11ing th1·1:'l11;h ;1Jl th»st' tdr:;,.ts. 
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The raw materials, as already pointed out, represent a significant cost 

corip0nent in the TP.anufacture of petrochemicals. It is therefore cornmen:ially a 

very powerful linkage bet~cen the partners. In the context of North-South 

co-vperation the relevant raw niaterfal& could include: 

Hydrocarbons - both gases and liquids 

Building blocks e.g. ethylene, propylene 

Inter~ediate chemica!s e.g. vinyl chloride, acetone cynohydrin, 

ac ryl on it riJ e 

The transp._!rlation of elliylene or LNG OVt:'.r long distances in rt>frigL•r:ited 

tankers has been succ(':;sfnlly handled and supplied on c<>n;:wrcially attr<Jctive 

terns as fcedsto.:ks to petr.·1d1r'.mical plants. Likewise a variety of interLL'(!iate 

chcmic1ls or even 1:n1de clwndcaJs (t~.g. ;iJcc•hols) tr0nspnrted over long 

distances by tankers h;;ve been found to be Pronomically more attractive than 

pro1liH::tjon frum i::xisting plants in the ckvelnped countries. The devt?1uping 

1.:l'untries with ar!v;rntages on feedstock avai1abjJity do have access to a p::..,·erful 

tool for co-opL'L1tion wjth companies from dt>veloped co11ntries which co111d lt~ad 

to joint ventures similar to tl1e ones witne!;SL'd recently in Midd1e E.1st. 

Corporate Oriented Aspects: During the initial stages of the petr11rhemical 

industry d.:veJop:ni:,nt progr;11.11nes, the d.:vL'l•)ping co1mtrif's have usunl ly relied 

hc:.1vi ly on the joint v<·nture arrang(·l'JE·nts wh irh provide the mnnag.-»nL·nt P<Ht i

c ipation by the foreign partner as well. Such arrangements included 

1 icense: covering technology and know-how 

share in the capital 

management participation 

Over a period of nu1~er of years the management pnsscd into the hands of 

local nationals who acquired riclequate skills to act as the nomi1H'l'S of the 

-1 

foreign parlner. The petr1)chr.·micals conipanies recognise the nePd for co-operation 

at the corpl>rate level but during the current peri.od of financial strain that 

the industry js passing tl1ro11gh, they are ~hy of undertnking any avoid;ible 

cipital risks. It is to he apprPciated th:1t the policies and stralegJes of 

practically all large chemical companies Jn the world have undergone a major 

ch,inge at the corporate level. The future arrangcrrients have to take into 

acrount the new situation. Prnctf.cally all multfnation::il petrochemical 

companies surveyed would be willing t:o take on the opportunity of providing 
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management services but draw a distinc':ion that while oil producing companks 

wurk on large risk capital margins and can therefore operate even in disturbed 

areas, the situation is very different for the petrochemicals projects where 

profits are small and consequently protection of capital is a prerequisite 

for their economic survival. 

There thus appears to be a need to follow an innovative approach in pYo

vidJng the needed protection to the partners from the developed countries - the 

dcvell)ping countries could consider it hypothetic;:il but the uncertainty 

surrounding his investment in addition to his normal business risk are the 

sourc,;s of prine cc•nC('rn of the companies \•ho are today the l'1ost experh,nced 

as well ;is h<iVe the technology and know-how for manufa,.<,ire of petroclwmicals. 

Suggestions have been maJe that t11e large percentage (say 75 per cent) of the 

eq11ity capit;il of the fureign partner may be covered by the insurance bnnd of 

the like <Fnount endorsed by the governr1wnt of the develcping c0t111lry - such 

1mconv~,ntion;il solutions, it ;cippears, may meet the misgivings of the investors 

from developed cnunlries about likelihood of instability and the consequent 

risk posed to their investments fn developing cc~ntries. Co-operation at 

corporate levels will req0ire developing confidence between the partners about 

the security and stability surrounding the venture. 

South--South Co-PperatJon: Sume developing countries set up petroclh:rnir:al plants 

in late fifties and early sixties; a number of these units established as 

joint ventures have since been handed over to the local mana&ernents which have 

acquired skills associated with running these technologies. Apart from the 

R + D required for efficient plant operations, applied and basic resf'<irch is 

also being undertaken in some advanced developing countries. Relatively 

sLnpl•'r tecl111ologles such as those fc,· m:irn1facture of ;mi] J.ne, nHro chloro 

benzenes, ar:rylates, ABS polymers, are knL' n to have been developed rind used 

in some commercial plants. There is a disti.nct trPnd in some developing 

Cl)U11lries towards development of teclrnologiPs more particularly in the sectors 

whf.·rein the absnrption and a~similation of technology was taken up since about 

a decade - this includes the manufacture of organic chemicals and the polymers. 

The potential areas of co-operation hetween developing countries through jolnt 

v1:nt:ure operations are also de·ilt with under Lhe broad heads of: tech.deal, 

commercial (market and raw materials) and of cDrporate nature. 



4. 3. 1 

I 

I~, 3, 2 

- 15 -

r~·1_1':1i1.1l Ori12ntcd Asr«cts: Tl>l·re arc isolclli:'.d L'~::li•.ples L)f jl'int Vl'!1tur1··s 

u~ing technologies Jeveloped in the South; processing industry for c·•~vrrsion 

of r(:lrl'Cht·rnicals prcducts into usable pH'ducts such as producth•n of 

detergents, plastic products, rubber gocds is more appropriately undertak~n 

in dt:vPh,pi•1g c,,untries using teclii1l)Jogies and techniques .:-mployc·d in othc'r 

developing countries where such manufacture has bef·n establisht>d, The 

simi10rity ;.lf the s•xio-;.'C;.'ll•lmic envirvn.1'ent in r~ost devcl1,ping countries 

provides additi1.•1nl mutual b•·nefits for South-South co-operation; this 

similarity in outlook will be manifest in aspects such as the design of 

1111ils in a 1:.11'1!1l•f to withsL;nd IJilCl·rta:intics Of FO'.>.:·r LH- 111:1xic.is-fng c1r1pluy,'<1·nt 

in"t1:;·.' of grc1t(-r '~"P' 11l't0 nce 1)n r·achines in lr,;1di11g r;,w matL·rj,1Js or prv1~·.1:t 

h.;ndl in~; L'hc;c .--,•u1d be typical :;orial b1·11vfits that the dt·\"t·1t'l'ing 1:c•1rntri.0 s 

r.;y '-"ish to der ivP. fr""'l tlH~ in1~11::,t rial i·;:it fun i•J'<'C•'·~;s, 

L'hc po::;sibi1 itj1·s of j1°int \'<·:1tun:s <'i:.plo)ying c1_•i1ventiun.1l teclrnul,·r.;ics 

f1:>r ;.,;_,,·,u f.,,. ti_; re of :'·l't'(•i'!f];, ry ret r.•dil·i1ii ral products d0\'t'.10i"l0 1l in ,~, \'o'l •'l' i:1g 

.'1part frnm the procc::~s te.-hnology the oth1:r te1·lrniL"al ;,:-p•..:ts !·111Jding '";t 

ii11 1'•-•l(illlt f'Ct1•nti.1l for CO-<.•[>t•L1lh10 lc.1dJng to co1Ji1boratinn in f1Jftn of 

j •) i n t \- c· n t 11 ro:· ,; ;i r c b .~. ; ; c d u n th c •.,· •: .i 1 th of op'-' r a t i n g r· x p" r i i: n i: c , x i ::, f i 11 g \' i t h i n 

t he tk v •· 1 1 • p i n g c 1) u n t r i P s ;111 d t h i s i n r 1 u <.Ji:. s : 

Tr ;J in j n g in r 1 .; Ii t (' j) IC r .1 t j t 111 s 

in 11:;dnu'.nanr:e practi.ccs 

in quRlity control 

in ~~rety sy~t~ms 

Tr,.: Ii;; i cal sc rv ices 

In plant R + D b~rk-up 

Pl:n111ing nn1l projc-ct t''ll)~ine•·ring 

J'Lc-sc .1.-tivjfJ,5 form <in :ir-.p0rt.:i11t h1put for s11c1'<'·~·sflll pl;mt l"l·rf1J1-.: .. 1nce 

:1nd 1.·n111d be ob;dinPd tl1r1.'1.1;)l collaboration \dth 1)tlwr 1lcv.-·luping CL'>intrf,•s; 

it is a u>1,:1·.•n P",l•'tice in llie :in1l11'.:'try to take t:hise SPrvic.-.s frum ;i1-.:r·ptnble 

ckvt>h•ping cuuntric~; (;Vt:n :in sorc,e joint v1.·11turcs hctv.·r,,n Nurth-·South since it 

i.> ;·, ll'h (l•,":qcr-r .-.rid providrs i:,r.-·:iler 11ppurtnnit i1"S for lc:irnin8• 

Cc:·1:c .. vr1· ia] Ori1·nlc·d As!Kcts: Tl:e co--upr·ration in :narkt'l ing and fd'.¥ c;.-ilcrial 

~-11ppl i1•s cP1ild prc~;vnt i1'1iJOrLmt ;1v1-;11.1r·s for t:L111:iborat ion, 'l'hc J;.1sic 

liyr1r-.·••:.H1'"ll r.1• . .; r;·<1 .. ri:i1.s :;re i!V-'lil.1hl1? In fln> rLvPln1ii11r, '''"''ilriis in 1:11;:.l' 

-1 



• 
4.3.3 

- 76 -

quantities 3nd the recent experience has demonstrated that the exploitation 

of these resources is economically viable according to the internationaly 

accE-pted norms of profitability. The possibilities of co-operation could 

include equity participation by the developing countries co-operating in the 

marketing and raw material supply arrangements in the ventures for conversion 

of hydrocarbon raw materials into an intermediate stage or to semi-finished 

goods and in the venture duw11stream located in the other participating 

countries. Programmes of similar nature launched in ASEAN region have per 

p•·rfotmed well In different industrial sectors including petrochL·micals. 

l'he c>mall <lL'fT~rnd in each p;1rticipi1ti.ng country have even supportL'd large 

;;orld :;ca le units to be estahl ished on a co-operative basis. In the curu•nt 

inlr,rnalion:il ·;it11at.ion pL'rtaining to the petrocht:'!'dcals industry, tlds type 

of South-Snuth co-•J['•?rat ion is a sound base for pn.>i:;,1ting n:.-1nufactnre of 

p•~tr•JCh•'micals in the d('velop.ing countr ics. The probluns confront in~ 

dcveJoping cou11tries which co11ld inhibit such co-1_.•p.:ratilin are u~=,urilly 

tL1ce;;ble to (i) shorl<ige of c;~,_1ital; (ii) 1>1ck of de;1r directfon nn 

gruwth of this sector; (iii) ]_;-,ck of appreciation of the impact that devc

lnpm(·nts in this sector will have on their eco1]l)rny; nnd (iv) 1.1ck of prior 

~·x.v(·ri.:·nce on such co]Jaborations. The surveys have brought out the fact 

th;;t such co-opt,ratiims in Latb1 ,\r:1erka through J\T.ALC--i\T,ADI rn;irket prefrx-

ent iill arrang1'1:1ents or the A~lCOM cu;:m1on market approach as al so the ASEAN 

regi · •n cn-·o1•erat i_ve a rr:rnger~it-nts have been beneficial to the j nd ividual 

countries as well as to the regiuns, In a number of cases small cou11trfes 

were facPd with uneconomic plant operations because of limited local market 

but could continue oper<itions efficf.f?lltly when the preferenl ial acc1>ss to the 

regJunill n.1rkets came ab<Jt1t. The success of these Arrcingernents is dt>~ionstrat ive 

of the lhJssibility of sucCL'SS Jn other regions of the developing countries. 

Corporate Oril'nted Aspects: In most 1!eveloplng countries the p,ovc.-nmcnts play 

nn i11;purtrint role Jn sett.Ing down the e11idel ines on the pattern of rlcv0l opm12nt 

of .industries - lhi.s Js all the more relevant for c;ipit.11 intensive -industries 

in which large public funds in the form of shares or loilns are Involved. The 

co-operation at corporate level Js accordingly dependent greatly on the govern

rn .. ntal pol icy guldeJ in•'S, The companies from developing count ri•'S prossc•ssing 

the .n._1tHgcmvnt r>xpcrience of running petrochem:lcal s business nre wcl l s11itcd 

to have a m;n1agcmcnt assistance oriented co-oper;itfon in the overAll joint 

V(·nture arrangcmc:nts. It is known that such man;igr":nent Assistance of a s:lgni

fk;rnt n<-lturc h;1s b•'Pn the subject of co-operiltion in inJustries s11r'.h as 
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cement manufacture or production of simple items such as plastic pipes, 

films etc. but no significant management assistance co-operation between 

developing countries in the major petrochemical projects has been reported. 

The potentialities of such co-operation do exist as successf11l examples 

of corporate level assistance in gas processing plants, petroleum refining 

industries are available between the developi11g countries. It is noticeable 

tlwt a number ot dc,relc•pjng countries arc encouraging their local companies 

to enter into joint ventures abroad; the corporate oriented ca-operation 

could be more oeaningful for other developing countries where these 

<:•)np;ini.es set up the ventures. 

-~l 
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The developing CL~untries have, of date, been trying to accelerate thPir 

inJustrial devel0pm0 nt to utilise the res .. ~urces available for the b.::nefit of 

their t..:Lin,mies while displacing imports and creating employ;:nent. The concepts 

of ~n~ll and merlium scale operations designed to create e~1ployment with 

minimum capital investn~ent as well as adaptation of the industries to the 

envirvn•nents in r1'r.1ote areas in the developing countries have since <leGons

tratcd their socic--econ<)tnic viability. In the field of chemicals, poly!71ers, 

dyu:; and even p•!stfr i.des the sriall s .. :ale in.lustries l1ave started to play an 

i.rniiort~mt role; the enterpr .. ·ncurship ht1S acquired a wide base which ;wgurs 

W"eJ 1. for the fntu1 e inv1:·~;trnent pc, tent ial. 

The List ,~(·c;1de h;is also witne,-sed the d.,veJPping countrit.·s putting 

fL'J'i.';ird their views to the international conu::11nity to adopt ue;1~~ures ;md 

polfrics v.'hich will ln•lp in .whievjng the a"pirations and clai::is of the 

i!cv1'l•>ping c0untrics in ind11:ot rial d(·V(']u 1w;ent. A nuv.lwr of opp•:.r·tlln.ily 

st11rlies on the country and regional level industrial rleveJopEK·nt schei'll'S as 

welJ as those rvlating to intra-regional industrial proj<·cts unc.h·rscore the 

L1ct tLit co--up1-rat iun bet· ..... 0 en developing c01111l.1 i1•s can grt';itly hL'lp the p:ice 

of indnstrial activity in most dcvl•loping l"Ountries. 

The petrrH:hl.'rnicals :i.ndustriC's in the dm.-n:Jtri';im sectt)r are >l:n1.'1uble to 

being SL't up in the !:>mall scale sector, the developing collntries could t;:ike 

advantage uf the expcri('nce existing In oth~r developing countries In this 

f.leld. Novel methods of .injection moulding by hand operated riachines, srna] 1 

l·xlrudes or s;nnll c;ipacity det<::rg···nt 1r.anufacturc using su]funatt!d alkylnte 

h~we bP•.•n used to create Jarge crnplyrn~~nt poti>ntial. These f'xperif•nces 

available n1ainly within the developing co1111trics could be an important fa,·tur 

Jn the prn~totion of joint W'.ntur.-·s ;iniong dPvelnping countrjcs. The surv.·ys 

cnr.1lu<:ted also bring n11t the fact that petrochemical m.1ll'rL1ls which ra1rnot 

be produced cronom1ccil ly to meet the demand of one country, 111ay be vLibJ e to 

m;inufacture :if the req1_dn·ments of a few cnnntrics in the n·.ginn are cuv('rcd 

by it 1 ike thH•e cotJntries prL)duC"ing tyres could set up, on a joint venture 

h;1sls, the plants to produce tyre cord, carbon bl;ick and clwmic;!ls such as 

nnti o:dcl<ints. The c1'.nnr•mic ;1dv.1ntagcs d'-'rived thro11gh co-nperati_on br:twcr·n 

Ji.;velopfng co._1ntrics in regions s•ich <JS Latin 1\rnerica and ASEAN coutdcs arc 

lH·r;inning to be nppreciatr>d by other devt>loping countries, Tl~e petrocl1f·mi1·0ls 

b11·dncss )11 rcci·n~ r lr1cs h:is ;iC<j1dn·d a 1:1:·1~"lY internal lunal ch:1r;ict .. r -
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its requir.:-ments of raw materials, the target markets and econu1:1ics of 

produclion are dependent on factors originating beyond the national boundaries. 

The co-operation between developing countries can to a large extent provide 

a greater degree of assurance on these aspects and help in creating a 

favourable investment climate. The past experience, though rather limited, 

of the petrochemical projects conceived on the basis of co-operation 

bet~een developing countries has been encouraging and in some cases new 

projects of bigger magnitude and greatt>r cc•!Tltnittments are being furmulated on 

the similar concepts. 

Jn view of the lctrge potentialities of pro~oting joint v~ntures arran~e

;:;L·nts <J,,1u1~g d..:velvping countries to 1°st;1b1ish petn;.~hernif':il pL1nts, the 

factors that ''i:':l'rge fr11m the Purvey as ftll1tl.li'1•.'11L1l rc·ciuir:ing gr1?ater att•:nti•_•n 

are briefly discussed herein. 

5.1 /n,ar•·nc:;s of Capabilities: The. developing countries which ha·;c acq11ired the 

c.1p;1bilities in pelrochl,mica1s sector have been so involvPd with tlwir own 

plans and projects as well as associated technology deve1op~ent program~es 

tlrnt they h;n:e not dcvoli'd any effurt to bring it to the attention of L'thrr 

dcvc]opfng c0untries. This situation orfzinates frum the basic concept followed 

by 1:1,.~sc co11ntries and that is of d'"ve1opment of pFlroch• :nical in1h1stry 

ir;:c1xirnL;ing t1·chn1Jln:.;y transfer ;rn,Jparticipation of lou1l .1i;,..ncies. 

The activities of petrochemical companies in the developing countries 

have also been in,1inly confin1~<l to loc:il market, the:y have neither the opportunity 

rwr fi11;111ci;il standing to organise cun1mercial operations on regional or inter

n.1tional level. Some developing countries have enacted spPcific legisl;itfons 

to l'ncourage lo1·al comp.:1nies to set up joint vent1Jres ovt'rSP.1s; these efforts 

h;1ve y.ieJced sii:'cessful joint ventun's ev•~n in projPcts employfng compJi;x 

t1,chnologics s11ch as polyt•ster and nylon filrn1Pnt yarns. 

The fact r•.>i"d.ins that the companies in developing countries did not 

anticipate to compete Jn the international sphere of industrf.11 C'oJlaborations; 

they cannot match their countf'rparts in industrial countries in techn.ici1l and 

cornmL,rcL'll cxperff.•nce. There has tl1erefore been V('.fY little l'ffort m.1rle to 

publicize the addevcments of the cleveloplng countries in a manner to rench 

other developing countries who may need to follow similar rlevel()vmt?nt pattr>rn. 

l 
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The most spectacular developcent of capabilities developed in the developing 

countries and u~ed both by the developed and developing countries has been 

of the engineering and consultancy services for hydrocarbon processing 

industries. This singular development has been central to absorption of 

tedrnolo!:',y, [abrication of equipment and creation of a cadre of skilled 

CL'I1struction personnel. The developing countries which could crc;ite s11ch 

rervices Juring the last decade are today on the threshold 0f developing 

their own technologies. 

The n1ain p1-..:ib1em facing anew enll'rant from a developing ,~nunlry iuto the 

fi'-'l.d of pt>trod1emicals is to find out what car:1bilities ,•xist 1-:ithJn the 

ckv('luping 1:oulllri(·S in the partic11lar product line of his int.;rest. Te.'.lrni1';-1l 

literature on the subjeet would j1:varL1bly 1 ist all the L'•_•r·1'·•ni(:s jn the 

indi.strial countries who l1;ive c'xperi.~nce and possess l-no',.;-huw for ;_my parti-

1'1ilar product. H1,w<:ver, a cc;r:plcte list of c.)n~panics in the (!ev.-l1)ping 

•:•:•untries is not avaiL1ble <t111.l in SC'l:H~ caSl'S it is ll•)t ~cssjble to ce;~piJe 

one on cump.1rable basis to the ones from the industrial cuuntrfes. 

The 1':1p:1bilitics of the 1lev0]1Jping colintri•'S !'lay be pr<'scntcd 1_1nder 

the fullowing heads: 

l. Process and T1~ehnology 

2. PruccRs Design 

3. Engineering Design anc! Eq11ipment Supply 

I~. Plant Operation, Mainten;rnce and Corr,1sion Control 

5. PLrnt Safety :md Enviro1w1ental Control 

6. ResParch and D~velopment 

7. Product DPsign and Development 

Sime '-'r al.I the:>e :;,:rvi.ces could be available to otlwr develuping Ct!imtrics 

f,_,r i.-'t·nt if icd products ns an cxan1pJ e the complete r<inse of lhc:.:e c1p;1b i 1 i ties 

·.,wre m3.-Je availnble for the South-South joint venture in syntltetic yarn 

r1anuf::1cture hut the joint venture in prnductJon of PVC irrigation p1pes 

rt·'luin:d only a l i_rnited range of cap;-ibiJ ities. 

The inain j,;sue to be faced Jn prumotiu.i of the joint venture betwven 

ncveloping countries is the ava.llabil.ity of a data bank whic.h could be usPd 

for fovest fg;it fog the poL~dbJJ ities of joint Vf!ntures with d1~veloping 

('•.Juntrks. There i.s thlls a gap in inform.:it ion on the c;1;1abiJ it !es of the 

---1 



) 

' 

J ' .1.: ·- \ l 
: ! t• ~ t ~) ! ii 

, :. r:. ~, 

,1:;1·1 \' ·. 
r : : ,_ ··:· · 

; ' •! t l y 

~ 1 1_' r . 1 ' ! i I •. f t •• r· ,,_. \.) ~-

i I 

~ . ) I,. 

r '· 
1 

11 

1' 

'' y '· 

... 
- . ' 1 \' 

·tr i 1'~. 

'l ·f '~ : ; f '. 

i [ ·; 

'' 

"' '' 

1~1j1it:.s }11 -~l-..·1·:1.'~1i:;·.~ 

. 
c' 

: ~ ~- \'w' I • ' l I. 

'·;• 

1 ' 

: 1 1 ,.. . ~.I_ I • ~ ' ~. ! ' ~ 1 j ; . \' I I · .. ; ' ~; 1 ' f 

~1 \ ' i \ 'J . l' 1 ! • ; • '~ :.; 

'' f ~ ~ ,, ' -y t •, l 

··'.j 

;t I • •..; ,. 
t 1 f '" 1 '· t I 1. ' f' 1 \ ~ • 

'1 

··! 

ii .\ . 

; I 

. ' 
'I 

r·11l 

:._,. 

'I 

1, 

. r 1 ·) 'l 

I " 

t . I 

r • " 

·1..: I •1 

: i 1 ' ' ~ ; 11 

r, 

; ; I ~ • .,, ,. ' i 1 

Ii ·•1 :1' .: 

·I : I 

'· •I ·..::. 

1 
j ! : I\ i1 

: ( '~ . 

.,;\ 

' . ~ r 1. \ • 

.) ., 

t ~ • ' l ·, 1 I ' 

I I '. 

·t 

1 ., 

t. 

•.'~ ,,\ .. :11·(_-,·1l·:_:; ul t:1,2 1IL ... L'lt-'t'·t..·1] ,_,,1J 1_~1_\:1_'!,,~)i1i;~~ l1 1 .1.:L1·I1.·~~ ·,..,.,:ill1 .1!:1J ... d 

I (, 

i i 

: f h ( 

i ~ ') i 1 r. i r . ~.; 1·. -; .• , 

'J 
I\; 'i i 1· • l • ! :. : ' 1l 1, l r I 

,' 1 
/1' '! 

' I 

;! 

r 1 

: r. t' 

',, y 

: l r I 

11 s. 

·Ii''.·; ,,,,j I f , f !) 1 'i) i. < ::~ i 1 : j 1 ,j 

ti! ,., : 1 i ·I j,· 'r ', I 1 • r f :1. 

,I 'I i1· 1 1'._j t.i1 f. I • ', 1 ' ~ '-~ 

! . 1 1 i 1 i I ~..; r: . , : '.-; 1 i: ,.) r- t J I . ('. 1 , t (: -1 f , r , , . , ,. , . : i 1 / , ~ , , ~: ; : 1 , i 

1 r ; . I i 1 • :1 r, ·) l i 1 ~ 1 J k · ( 1 ' 1 • I •_; f ~, t • ,. :-. i 11 i 1 i t l • '~; I If '; .' f: '1 I t 1: I ; t? 

. 
I •,I' ·I I h, 

'1 

--1 



).2 :"' -; t [, - -.1 l ly I '.:c .. I ' -- -...' : ;-;; I l. s r I..' r c ~: t_ i cc ~-. t r' 

ti:r ~-.. ~·:~ 1.Jri:.:-

1·, .• , ::.y 

1 ; ' 

! ! 

f' 

i .~1 d t: 1 r1_'"11_· t ,. r. 

') 1·f1-~· ':!·1.C ,_,f t. 1·'~:·.1 1 ~ i. ~ 

l' l, '.• •· ~ ~ · , , , 1 1 r· ; , •; • ,- : , · r l 1 • ·. ·1 1 , , -~ 

;.j r l :1 i I 
1

: •· i r 

,-. t .; I 

' I -. • .j 1,; 

_, 
·' i .~ 

' " 
- ,-,, 

i. . ~ : • : .! I 1 · ; i • i i_ . · -, ~ ; : 1 I r -. 1 ....: I· , i • l 1 I '· .1 t · ~ ~ , • ' 

( lli 1 1f ty ( f i ' f r I) g I ' I l 1 1 , . r: t_l r ; i I. j l '• 1 • 

i i j ! • , . ! l 1, 1 •'.\ 1 I , l:) I~ I If l ~ j i; ·,y 1'l
0 

' f 1' I 11J 1 

i. 

~ v' 

;1 

. , I I y 

·••:I_ 

., , '•l !ff" i I•.:• 

-1 i ~ 

i I ! ,-, 1 y' 

•l ·d ! ( 

~~ 1 • : , , i 1 r t y 

,,1·1·, r i1.;; { ,1 I '1-. I\ I 1 t i \, :1 • 

,,-, h ·,c! 11 ,_ · .• ·, 1 r r,,, i 1 i Ly 

,,, 
;•J ·:, 

'!) 

l ~ ! .. r, !) j P 

. -: I 

·! •1 . 

:11' ' : I . I • .' ~ '-'. 

r f ,;,.,,_,i·,·.r 1if. : ... : ~11· (lf ;v-~;-ig f11r·1 t~ 

. I 

,, !.; '.j 1-. 11 :1 

-, I ;,f • ·!1 J ! (' I 1 ,·.· -.v 

'I I Y 

l' l; .':' 1 y I' I I I ,j 

, 'r i' 1• 

i I y l ! I~) i l j f y I l f 

i) r !-, , l 1 l . • • ~ l • ; 1 1 L .. , 1 I 1 : 1 1 ~; 

... I ' j ' ~ I ( , } ( \ j \ ~ l ' : ; 1 ~-.; t : ; I ~ 1 ' 1 ~ ' o i i ' k ( : ~ :i l ) i I ' ' ' ) t 11 j • t ( t: r l ~-; (If ( ' in ! ! 

' i ; : 1 \ ' I I ~ ! f . I ~ ' : I . I . ' · 1 ' ) ' : rf :; I I : } J d '.'; '. r i I l y I I r l J r· I \' i .' ',•; 

•(t' l'il il~1J,r1·Jy ,., 11 ·'ill. f_1) :'1'11l~i··~~1 1 'f_l1J1,ll: ~1:1r·:1I i'.../I' ··;1 r·,: :;~· , r:1·:.-; 



) . L l 

') 

• 

·- :·. J -

\>l' j ,) r :1 t 

t ,. r fn :1 ' · . ..,· ,, n it is r \ r 

t .• ' '. . l '\ 1 ( t ~ 

; . 

j ,,,_ 

t ' 

l· 

·-1.'-.; ,l .. ·r.: r ! I ::s 

ii 

i. l. ; 1 

'! 
0

i •. 1 l t' 1 ::1 i 1 it 

,•r '; I•' ; ' ·1 '' f 

- I r·y • I :1 ·~ • ! t .. • ! ,. ' '. ' • ~ l ' ~ \ : ,'I~ ,·;' . .I 

i. 

i ; • 

" . )' t ') q ,., i I_ ~l 1 
: : I , 1 

, , ! , ; , I ~' ', ... ,1 1_,. "11'1_) 

\ i 1 , I 

!"' ' I.' 

.' 1, 

- il i I_~ j :1 f_; :l' 

') I.·,,' ,f' 

I ( 1 ') I )f ') 1 -, "! t: 

1 • 1 
>I I ly '' f f 

1 
l' 

'\ •: ' t '· 'f 

! (L\ 

.. ~ 
',: ', 1 1 • ( I·• ;1 i ! : :. 1 ! , : ·-~ ! '' t. · r , l I_ l 1 1 · '. ."_) 

:.· j, .11 

" ' 
·t 

:··I 1 y I •l 

•,I 

:,: '.l '>i r. 

·' 1 

;;·· 1,1 r ii•; 

it ··...::. 

.1c L 

: 'l f. ·r ( · • .: 1' • 1 • f 1.y : 1 t i 1 f · · .. I i 1 :f ,_, 1 ' 

·:: I '.11:.. l, I k I) f : l t ' ~- · r , , g ' .. , ' r i. ',. ·r 

1 • .•• ... j 1 ii . ':i 

.. -.. ,. ) '- , ) r l 1 ~ .• l ( :· .. f ,• i 111·· l 1, :·I: it 1
f i:·,11 

i '-~ , 1. i 1 · j 1 : I j · ·1 !l J · 1 f I i Ly • 

.d,:f1 l • ' 4_ ! \ ( 1 '. : ~ i 

i11i 1 ft i1 .:) 1~-r 1·r·1··· i:·:1 1•1 t'i!r, i11:~ ,;.!l~ r1) 1'. 1·1 

1 • '( if I ;j I< r I• ~, r. ,_. ·~ 

c·,, I I \' f I { '·! • 

.'l I :1' j ',;) 

'•'11 :1·11 ', •.; f. •) . " i I.;! 

i) f.~ • ·~ I' 1 ! ''i;:J 

. ,,j 

· 1.'. · :-.. f r :J ;11:11· l :; :1 1. 

• I ' i ; j 1 ) ; i ~ \ ! .'~ I 1 f i 1 t t ., 

, ' 
l! \1 

1 y • 

] ! 1 r. j' i t ':.; 1 j. l ' .. : I~ 

'· ·l 

· .,?, ·- c rv .. r·1, "l 

;\..·' ,j J .f 

j'I •' ,. 'i1 

1,; I ' ·;I r. · '· i i I r ' • : ~ . ~ . ... 1 ! • 1 , l f , ·1 l •. ) '. • r t ~ , ·· , ... i r) t l • i .. , 1 , 1 • 

II f l L ,_, '/ . 

r f 1 r I' I 1 ',') ', j, 'Tl ,f li(l \'.I j 1 : : ~) j ) j f_ j II f I 'If i !; ·I 1 it'.',; 

.. Ii' 
t ! I '~ ' '·· 1 .. 'i (' 

: '~ 

-, 

;t 

, I f ~ 



) 

ti 

; i/. 

\: l 

t) ,1, 

c • 

~ ' I •..,,.: 

~''·'rt i q 

~, __ ,::11.·t~~ .·':~l f.._·c,~··l\ '-·s 

J:l i j t t• i \ ' . ' •; •..., l J1_ :I 

L ! it: l~ c i-, l i _ ! l; • · s t t '~ ''; •: :1 I. 

:, ·It C. ;Jf 

!~\·r f,_·1 ti·r ~11 · .. ~!':::t 

j l. 1 ; j () : i~ '.·~ 

.·1i~.l ~~ ··f.·!·1·,·~ i·. :1·~ ·:·.·,l~ l, ·1~ti .·;1·, .·I :~'t1 

t 1 ·=· ,. ,,_ 
1
·c ,. I,, ,·,f ,.,. 11 ' f', ~ f i. I I !1 • 

•' 1 · i ·j r1 : ; i 1 ·.) r tJ t ., ;• .,.I 

. \ 1
• ; .1t r -. ..; 

·,j . ~; ( J l' ' ; . ; j t ~ '1 t 1 l I_ l) 

r I . t ',[ 

·\",_ 
1' i ,·. ,') ( ' ' I'\ t f ; ' '-) f_ •.) t t, l' i"t"""}. 

l; ,· 1 I~ I '\ j i' • ' ' ' j I l_~ ' ( 

,-
'JI : I' r •. :t ' ' t \. t •I • 1 r1' 

r 11 ·...;; .. •; 1· '· t q ~- , I' .1 · J.' 1 i 

•Ii I r'1' i:;l .l , I .,: •.·r ; 1 

1; ') : , !: •. •? ':i · ··' · - i_ r y. ,·1 :. 

,J 

i i.:1 

•1 

t I 

· r I . , r 

:,1, 

. ' I' 

r, .. , .. r 

•: (ii y I °I 

,j 

r 

,- ,. 

.! 

y . ,[ I.·.,. 

'' s 

' -~ 

! 1.1· (1 I "t '.1 ,j ,.(: \" 1' 1 ( '~ 1. j ~ ; 1 1 ·; ', i 1 ii y 

I. •) 

•' "1! 'Ir,·: 

I;, 

in ,til 

'i ]1 

,..j l.1J '.' 11 Ly "I · 1 1 • 

•I , , 1 . i I ·. ('. . i r r : 1.; ~ t · 

" ! I\ 

'I :o 

1l•:. 

; t ·_; 

"L 

' t . I ~ f : . j I i ~ ! r ( · , r .,. , 11 

r.~,-,s j,1 1.1pf i 1 ····~:"1 

111 d l· ... ·,,·I· it l i 1 

i ' I ' ( ( ' ' ,. i ; ! I l ~ . : ,·1 i.l' r t. u 1. il·,1,~ 1·):1i J1~ii1g t·:·.,·1 1·l •. ,(' i11 t1 '-' 11. lr.!1 lr·r 

1_' !1 ;. r 

, l i l rj·1 " 
r r·. 

"' ' 

' I 

i.11 i. 

t '~ i L . 1 1 · r. • 

I Ji i :-; 

:·· ' '11 j I 

,• ! I,', I' 1 \; ; : ! ,'~ f 1·11 ~ 

~ i r i , •-; . r l .! i l l .... 1 ~;. ; ' : I ~ t ; ~ , I l (• • 

11,p I '' \ } 1 i ; 1 f i I_ j t ' ~; (I f' 

,::( 

:··I. i 1
tt'• 

( ,, ! ~. ' • j t ' ·- ~ 

' , ...... 1 '', ' d 

I 11 r ~-; i :-) 1 ... , :· ... i, 1 y ; . ~I_' ,_ j > 

,, 1 1' j f f I.' t I) I 1; i' i ( ! , 1 l \• i i. 1 ! : J t . , l ~I 1 I 1 , I ~ ' J : Ii\ 1 i I . I 1. l '' ! ) 

I If 

,. ,_,.~; i'f ·1·,i;tfr·i 1 1:,~ 1.·1:,·ri1•\1f~ 111 l·,,·l_J1• :I '1.'-i 

i 11 j ~ I' i f" 11 . rt· rl [ ) .1,, 



., 

'). 1. 3 

i. •_t, .• i ·: .. >c . ) i 

· 1. ,'r;1 IS i S :1 

r ! ~: i. r--1 ! I .• '.I I' ..... 

" 

•- j_ t 1) l I~ • 

l ,, 

il 

- :-: ) -

' . ' :. 1 i •. il ', i ~ ; I I l l ~ ! 1.. 

t I f · ~ 

[! '. : ~' ·-: 

.... l ··1.1 

,' 

r 

·: j , ::. r ~~. ,- 'J ._ ' .. ~ 

: , I , : :, 1 j ,: ' , ,J 

' j r l \ · , , 
1

) 1 I_~ 

It~ r 
' 

--1 

"1.' ':d 

i 1 J 

r 

lit ,·.·. T, ·.1 :-i 

,,. r 

''1'1 

, , r 

fl'( :1. 1, , . I 

I< I I 
,, i 1 •• 

Io ! v 

:i ,. 

':-

1·1.' L \ i ; , -~ 1_ 

' ' I <' 

,;1 ·; I 

l , I 1, 

i J . '~ ,,, 

1. ·,! l) ' ' ,~ r , ',:, r ~ , , -~ , , i i t If ;1: {-: ;j 

I )I~ L. I \ i ' ,·11 "\ 1, 'It lit 1·r"·· 

: 't_ \) f i ! :!/ ,:I,' 

! ,•; ·1{ '' l' 
:I :if_,) 

•.,· L _' ! I i .' j t j /J I ' 1; ! i. l L '. ' ~ ' i. ; ! f ·~ 

.·. ·,rl I! 1' , , ,, . r :, 
j r1' I I i·. ') • l r I.(_'> 

··...:: 

i '~I •'>I i ' ·~: 

' ' ' I - { j ) ! f • ;. -~ i t) j · ' j : I t \' I · ! l ; J' , '~; 1 
• 

' 1'.1'. ·1 L!'t.' I lj 

·.,i I,) 

t I : 1.! 1 . i · ~ l ~-; 1 > f 1 : : {~ 1 i ·, l l . 1 l 1 '·1 l , 1 t i ·.,· e 1 1 r ; . ,_,, 1 · 

','• l, ,, <:', 

11 •.; .y ' '' l 

l t ~. 

l I 1: , l I ' " ! I 'I ::i 1) i 11• _;,, r '1l. '.' 1l! ;r ,. ' r , , . i Ly r u 

" ! l ,, r I I .,I ''I 1· ,r_ ',, 

' " 

' ' ·, ! . j ' 1 
• ( • I ' ' 1 l j 1 ~ ·, 1 ! · 1 

i ~ • , I i ·.. 1 • · i r r : · • . : , , 1 i i f : l I ' y ~, i ! J ~' j. 1 I I j •. rl i i) 

,' I' 1 I•; •,il I ' ' .' ~ I•.• I J . ·' _, I ~: 

:i i' ''I i i ' I•' r r '', 1 , Ii I' j, ,,1 ic, :; 
1 i ii. <) 11 ti• t .j .ifl ;1 C' .. i~ r· ( : \' ; • f (I'<·~ .jf Jjf :-; ,·1 ,. , r • ,,! , i' I I I 'I_ 

i; ('1 

(' .. r ·, , ·· ~ ; r , ~ , . 

, ~ l 1 • l • I ) f , , r i I ' I 1 

' ' ) ' 

\ r ! 

Ii I 
: ' 

·l ... ' cl 

. ~ r 1 :, i r l i 1 r ! ,n (· t ... I I,,); I I. 

! I 1 r ! , 1 1 ( , \.J 1 ~ 1 i r f , · r ... :, :: , .. :1 1 l., ~ I 1 i f) ,, 

: f 11 



) . '~ . 

) 

'j ' I~ ' ). 

, 1 r, 
• 1 ~ i de 

L~.,_' ( 1 !i:lr,)l_ ,_. r 

.) 1 t \ ... :t t . 1 r. ~. 

; rl i ,_, r. "' i : l *2 

, , .. ,,.,,\ · ~ : L 11 · ~: ~ ·. • ~ L. h ,~,_) 1 1 .1~~1..· r .1 li1 ,n . 
r;;' rl i_1 

' ' t 'l 1 t I. i j ') 1 t ; 1 ''I ,•' i ·.1 l l 1 \" ,·.1 1 : ·it -~ .. · T i l" r , ·; l 

,,- .·.: j, :1 .! 11 

i' :•.1' ~ I : I t' I'.! 

\ •.' : ·) i: ·l 

: ' l' ,., '.f ,. '1 l )' 

.! ' '- ! ,. - t ~- 1_11 

" . " ·.:il '1 ·; ·· 'S t t) I 1 ,1_• 

'· 

l . . , r 

,_. 

t' 

. i ,· .~. 1 s ·t f :. 1.·; 

· r. 1 • ~ • ·'• ~ ·, f · ! : . 1 , r 3 • " i, 

'(_;J_ 1, ") !( ,, 

.; f I J I \ • 1, ', 

,, L :-.l 

•t ;. •"; 1 '" . "' r.: : .' !( 

( ! 1 :; ,',·,, : '' ;: \ :1 l ·: t " .. ; d '· 

... , . r ! ~ '• "l • J ~ •• •• r 

; f \ ; f ' ~ _; 

,_,r 
•' 

q i 11 I' 

•\ 

r l i 'l 

I 1 I' 

-, ' ) ~ I t 

.. 1 , l 1 ~) , I ; , 

( . ~ .. .' I ) I 

· 1 . I , . r )' , "r ,, i l 

' I' 

r. J ". l ~ .-·}; f I 

r \ 1 ,. i :· ! · 1· •• 1 L f 1_' 

l ,)f ,l r.. • .• i l '. 

i Ii, 

';i I I ·.•i j, · 1.11 

·I: 

' :~ I 

'Ii I :~ ' i i_ y 

' 1 ' i , • ) I i ~ i ' 1J1 ' I ~ ) ; -. '· I ! ') ' 

' \ ' '!' ;1 t: • 

t 1: \ > 1 · r ( r I j r \I f ;i 1 l f ! '~I. 

11/I. I 1!f i'.•I 

'r'i 1 '"''Ji 

.r 

11 

:1 I •J 11 .. 1 • 

i I ·~ r . 
I 1•; ' 1 ' ·~ ' '. t f 1 I;.' I 

I i:·· 

') l , '. 
1

. r I, f i r ,.., I. i_' 

1·1 , l i t1 I. :J 1· 1_1 r t 1, i ·; :•,i_ J y. 

I ; , i1 

1' 

'l 

(', i 1 t_ l ~ ~~ ( .i: • I I 1 1 , _·, • ~:, • r ! f i 1 · , 1 1 • 1,· l r ! 1 1 .! 

1 ''. i f_ i '> 1 : 1 f I . i I ~_j ,-, 11,,,-1_ 

. 
·1 

1
,: · r r, ! 11 L r. _. r 

I J •' t i \ · Jl ) 11 '· ry 

; ) \ ~ ' ;,~ t T ' I ' 
1 

' f f I ' • . ' ; I '! 1 ~-; i I t- ! • l 1··11 

i I \ • ( l ~ ') ,, r , , 11 ' . i. t i :1 ·'. i i- r, 

j '~ I ~ ! ~ I' ( I I I ' 'I I i .'-: 

, ii { ~-; ~ ' / ',•, t ' i 1 . I i : I r i ' '; i ; " l \' r ( ~ I_' f \ I i ' 

,-1 • 
1111 s 

I ' ' ·-
I tJ 

',. 

1 f 

. ,,. 

l 

y 

... ~ . 
I r ; , ~; 







llUMMI Of STNCWIDS 
AEFEMNCI MATEl'tlAL moe 

,fMtf 11111 150 TEST CHART No. 2) 
, ·c-~·.Tf;:·t',-, 



. avo:t~;·duf.tl1!atioa but assist in s~ttiPg up 'industries in a complttDentary 

~net 011 eeonoiaitally viable ba&ls • will lay · .. ~ · S()Und basis f \)t regional 

co-operation. The regional coUabotations sp~iaUJ for. setting up new 

plailt!ii or on policies and incentives have to be ar:tange.t at the level of the 

gove~ats ef the concerned countries;. Sueh arrangements a~ governmental 

level require not only the economic and social aspects to be taken into 

account but also the political blessing. th.ere is a trend towards regional 

tC)'-Qperaticm as demonstrated in Latin America ml Southeast Asia. In both 

cases. however, a satisfactory mechanism of planning. monitoring and control 

is a prerequisite for success of the system. These are important ~ince 

regiemal pJ:eferrential trade arrangement and location of specified projects 

in ).~~nUfied countries set up to meet the demand of products in the group 

of ~~trlitries would also involve an agreement on corporate taxes, import 

duties. export incentive and a host of associated administrative measures 

which should be aimed at preventing abuse of these concessions. Such 

preventive measures raust continue to enjoy the confidence and pai..ronage from 

the concerned countries to enable the regional co-operative schemes to 

operate under the basis of stable commercial considerations. 

The experience shows that once the regional co-operation plans function, 

they soon form the basis of a sound base for further growth since all 

inf orrnation on the regional basis becomes available regularly and combined 

experience and knowledge of the countries is used to plan industries in 

most optimum manner. 

International co-operation aimed at promoting industrialisation; The inter

national petrochemicals industry is passing through a difficult period of 

stagnating demand, oversupply and pressure on prof its. With this situation 

revailing it is most essential that new capacities should be created with a 

very careful consideration of its impact on demand supply balan.ce within the 

region and the forecasts on the international supply situation. The appreciation 

is rather difficult to make as some companies in the industrial countries st.ill 

plan to establish new more efficient petrochemical plants. There are important 

developments taking place in the industrial countries aimed at r~structuring 

their operations to make them economically more viable,. 

It could thus be desirable that global and regionwise demand supply 

situation should form a basis of striving to arrive at an understanding of the 

trends that future growth of this industry should take for the manufacture of 



bulk pro'1ucts.. ·The setting up of petrochemical ·c0mpleJtes recentl7 in m~dle 

east have clearly cleuioilstrat:etl that suchmanufac\utiil holds potential fot optimum 

use uf tbe existing plants in developed couritries., The developed and developing 

countries have le come together to help the industry so that the future ;lants 

do not face the problems faced by tlte existing industry hecause of creating 

capa~ities in seventies. 

The international environment affects the profitability of new plants 

in the developing countries.. While the prices of feedstocks have increased 

consistently after 1974 • the prices of petrochemical products in the 

international market have dropped to lower than half. The new plants have 

a difficult task to justify their economic viabil Hy at current prices more 

so when the major cost component is raw materials and fuel costs .. The last 

five years have demonstrated that current level of prices does not cov~r the 

costs of event the established producers in some products. The co-operation 

at the international level accordingly assumes the great importance at this 

juncture in the history or the petrochemicals industry. 
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1.'h~ project concepts ant.l inve~tment O.ppottu"ities considered suitable 

fot" develeping into a j9int venture bave been initated in diff e.rent 

pLojects either by the potential local or foreign partner to a stage of 

evoking the _positive an4 fi...- intere•t of parties fer serious further: 

investigations. Upon initial underst-anding of each others position and 

appreciation of the environment und~r which the project has to 

materialise, the "agreement ef intent•• is in'ltaribly entered into.. As 

briefly mentioned in the foregoing chapters the feasibility reports form 

the detailed examination of all the aspects of the project namely; 

Proc2ss
1 

Feedstocks and Fuels1 :Protiuct Mix, Infrastructure. site and 

location, Implementation plans. Resources, Investment Costs, Profitability 

Analysis, Techno-economic evaluation, Cost Benefit analysis etc. The 

Organisation options including alternative scenario on ownership and 

financing packages are examined. While th~se and various other analysis 

form a basis for entering into a joint venture collaboration; it appears 

from the examination of joint venture agreements pertaining to 

petrochemicals industry that certain important industry specific 

provisions should meet the agreement and there should be a identicity of 

understanding of the partners foT a successful joint venture. A 

conceptional framework of these aspects listed helow is presented herein 

which may serve as a guide for inclusion in a suitable manner in the 

contractual arrangements: 

i. Technology, access to improvements. 

ii. Market, market development and market services 

iii. Organisation, management and operation. 

iv. Provision of teedstocks and fuel 

v. Provision of infrastructure. 

vi. Planning and project implementation. 

vii. Technical assistance. 

viii. Training and personnel development 

ix. Research and Development 

x. Legal considerations. 

These aspects are briefly dealt with below to bring out the re1eva~t 

issues which may require specific attention. 

-~ 
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'tedmology, access to improve•ents: The tel'lll technology could be an 

all inclusive concept u:eaning access to all information and know how 

applicable to design. engineering. procurement of equipment and 

construction of the plant based 011 the prekess technoloa being bought bf 

the joint venture.. The know how of the licensor on operation. 

maintenance. safety and environmerital regulatory measures are transfered 

through manu8ls and procedures specifically prepared for the plant to be 

built by Ot' for the joint venture. 

The immedilJte task of a joint v:enture company is to build a plant 

based on the kr1ow-how frOl!l the licensor using the process technology 

seleeted by the joint venture while it is not uncommon to come across the 

concepts of suitable or appropriate technologies being sugtested specially 

by the !icensors for the developing countries, care should be exercised to 

•tuard against being dumped with outdated or internationally uncompetitive 

technology .. 

It is a good practice to plan for absorption and assimilation of 

technology by the company right at the beginning. A technologically 

intensive industry such as petrochemicals can not be operated vithuut a 

proper technological back up. The learning curve is directly proportional 

to the knowlP.dge and capability of personnel in the joint venture; the 

joint venture should accordingly organise a technological group 

immediately on its inception. 

Most joint ventures do not have a full fledged developed research and 

development set up to undertake applied research on th~ processes employed 

in the petrochemicals industries. They have accordingly to depend upon 

the foreign collaborator for improvements in process, technology, 

equipment or such ocher aspects of the unit which result in improving its 

performance. Improvements have an important contribution in the 

petrochemical technotgies; the licensors of the otiginal know-how are 

therefore usually unwilling to undertake an open ended committment - there 

are instances of classification of improvements under two categories 

name.ly one ·which could be made avai table under the collaboration 

arrangements already existing and the others for which separate agreements 

will be needed 
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Technology and improvements fora the most important <'Onsideration in 

all joint venture petrochemical units in developing or devel()ped 

countries. ln case of the former the l0cal partner looks upto the foreign 

partner. being more experinced, for maintaining upto date position in this 

regard; while in the later case the cooperation in techno!ogical status of 

each partner as well as joint efforts in the research and devele>pment set 

up give the joint venture a dominating position in the market. 

It can be suitably included in the joint venture agr•~ement or a 

separate license agreement could covec know how, access t•> patented and 

non patented information as well as improvements and technical services 

related to process. 

Harket, market development and market services: The basL motivation 

for all joint ventures is the possibility of gaining access to new 

markets. Marketing of petrochemicals is an imaginative technical activity 

requiring intimate knowledge of marketing techniques. M0st mutlinational 

petrochemicals companies have a well developed marketing network in 

different regions of the world with a comprehensive feedback system of 

analysising the market response and the data on market penetration with 

supporting marketing services. Some of th~se companies are the onl) 

source of market information relating to a number of developing countries. 

An effective marketing arrangement by the joint venture needs not 

only access to local, regional and international market information but 

also must be able to undertake an aggressive market dev·~lopment compaign 

sup?orted appropriately with technical marketing servic~s ~nd central 

products application facilities. In most cases the joint ventures will 

take time and must acquire its own experience before such extensive 

back-up is developed in an appropriate cost effective manner. 

The nature, type and extent of market related support from the 

foreign collaborator in a joint venture will depend on the nature of 

petrochemicals industry covered e.g. in the case of a "down stream 

industry the scope may be Hmited to speHHc prodoct formulations and 

utilisation while in a large complex producing basic petroclh1rnica1s the 

scope could be very ~xtensive 1:0\ering the .:Jdvisory t:.er1Jicf'S 011 the 



establishment of downatreate induStrie.s in aclditfoa to the product related 

technical back-up. 'l'he assistance neede4by the joint ventures in 

developing countries in this fie!d woul~ b~ more than that by the joint 

ventures in devetoped countries where established facilities are usually 

available already and the user of petrochemicals pr~ucts have a long 

experience in processing these materials as well. 

In the export tndrkets the experience and the marketing channels of 

the foreign partner are ve-cy valuable to joint v~nture. Large 

petrochemicals complexes in middle east have been planned with the option 

to the joint venture to use the marketing channels of the foreign partner 

for large exports. 

A suitable provision in the joint venture agreement can ,·over this 

aspect or a subsidiary agreement can be executed putting together all the 

services provided by the foreign partner. 

Organisation, management and Operation: The joint ventures in 

developing countries are normally incorporated as a limited company with a 

board of directors as an apex body constituted in numbers representing the 

relative equity holding of the partners, the directors are nominated by 

the respective partner. In most cases the chairman of the board of 

directors is a local national while the positions in the management cadre 

are occupied on basis of competent personnel available locally 

sup~lemented to the extent considered necessary by the partners by the 

expatriates. Foreign partners usually desire to retain key technical and 

commercial positions during the initial period to make sure that the plant 

is set up and operated according to their concept and philosophy. 

In relatively more developed developing countries the management 

postions are mainly held by the local nationals in a manner and style 

acceptable to both the partners. It has, however, taken a considerable 

time for these countries to reach t.his stage. Regular management 

development programmeG are planned by the joint ventures to remain in tune 

with the management techniques of the foreign partner. In such countries 

the management pattern adopted is consistent with that generally 

prevailing in other industries 
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The joir.t ventures betweea eompanief from two developed countries 

normally maintain each others traditional 11tanagement pattern. however. the 

organisational set up at corporate level and of the policy making bodies 

nornially adopt the systems and practices brought in by the foreign (lead) 

partner. 

In most developing countries the management systems are assimilated 

into the local patterns and practices and employed. Any type of system is 

ultimattly structured to take complete advantage of the knowledge and 

experien~e that the foreign partner brings with him. 

Tile general appreciation of (he operations of joint venture from all 

the regions reveals very satisfactory working of the ventures. Most 

companies from industrial countries point out to the adverse impact of 

restrictive government policies enacted after the joint ventures went into 

operation and to which the ventures were expected to conform to if they 

wanted fcrther diversification or expansions in the business. The 

multinational companies in petroclemicals do bring out the weakness of a 

joint venture cooperation as has ~e~n practised largely so far and would 

like it to be strengthened to pro~ect their interests further probably on 

the patterns adopted recently in middle east. It is noteworthy that these 

companies have no other alternative forms of collaboration to suggest 

which will protect their interests better than a joint venture. In fact a 

large number of these ~om~anies are exploring investment possibilities in 

a number of developing countries e.g. China, South East Asia, India and 

Middle East. Understanding, mutual trust and confidence and flexibility in 

attitudes have greatly contributed to successful operations of the joidt 

ventures. It is with this back ground that there has been a spate of 

joint ventures in China - around 200 joint ventures running into an 

investment of close to a bi.I lion US dollars over a period of 5 years -

where a special law on joint ventures were promulgated in 1979 and conveys 

a flexible approach on the part of the government • 

• 4 Provision of feedstocks and fuel: Tile principal feedstocks and fuel 

represent over 70% of the cost of manufacture in most petrochemical 

products. A clear understanding on their continued a~ailability and 

prices duty approved by the agencies or governments that exercise control 

ov~r these is necessary before undertaking negotiations on a joint vPntur~. 

I I 
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'lbe process of restructuring that the petrochemicals industry has 

been witnessing bas brought out a distinct econ('mically viable possibility 

of producing petrochemicals near the source of availability of hydrocarbon 

feedstocks. Ule availability of feedstock fer petrochemicals plants not 

only requires extensive pl~nning for collection of oil field gases but 

also their processing to produce the quality of f eedstocks required by the 

petrochemicals industry. 'nle locations in middle east where petrochemical 

plants have come up took a few years to install the facilities for 

production of feedstocks; at one of the location the facilities installed 

before setting up the petroch11micals complex have actually proved to be 

inadequate and new gas gathering facilities are being established. The 

local organisation promoting the petrochemicals complex has to ensure that 

adequate reliable and ~ell design~d facilities are installec in a manner 

that will have the confidence of th~ joint venture. 

The pricing of hydrocarbons, feedstocks and fuels has been one of the 

issues which according to multinational petrochemical companies introduce 

an unequal partnership in joint ventures in most developing countries 

where the governmi:nts exercise absolute control over the prices and can 

change these without regard to the impact on profitability of joint 

venture. A nllmber of models are available from the survey; in one region 

the concerned countries give the joint ventures a deliberate advantage by 

fixing the prices at a certain percentage lower than the international 

prices while in middle east where large quantities of gas were being 

flared low prices were specially offered to attract good foreign partners 

for joint venture collaborations. In still other developing countries the 

governments offer differtnt package of export incentives including reduced 

price on the feedstocks and futls to the extent and in quantiti~s these 

are used to manufacture the products exported. Principle of opportunity 

cost as well as pricing baseJ on heat value have also been used to fix the 

prices though the later is disputed as an arbitary manner which does not 

reflect the desirable objective of development of the petrochemicals 

industry. 

The agreements on supply of feedstocks and fuels as well the pricing 

formula applicable could be suitably incorporated in the main joint 

venture agreement or covered by a separate agreement. In most recent 
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agreements ~ntered into for the COlllplexes in middle east. separate 

feedstock and fuels agreements have been signed. 'nle advantage of a 

separate agreement is mainly that all details on supply, conditions 

applicable, physical charateristics. and other criteria applicable can be 

covered in the main document without any Hmitation!t. 

Provision of Infrastructure: Industries employing complex 

technologies do require a minimum level of infrastructure developed for 

their efficient operation. Petrochemicals even in the level of downstream 

industries, which are technologically less complicated, require 

interaction with an infrastructure suitable for its performance 

objectives; the requirement of developed infrastructure increases sharply 

to support a basic petroch~micals manufacture. Reports of plants not 

operating because of lack of infrstructure in some developing countries 

are kncwn; it is interesting that the creation of infrastructure for the 

petrochemicals complex in middle east took more than 5 years to complete 

including facilities such as shopping centres, housing, entertainment, 

roads, port etc. These facilities assume greater importance when the 

industry is planned for international business operations. Most of the 

infrastructure facilities cater not only to basic petrochemicals complex 

but also to the expected growth of secondary and tertiary se<..L1r units 

that always t~nd to be established near large petrochemj;als complexes. 

A growing concern about the safety and environmental protection in 

most developing countries is placing the additional requirement on the 

agencies charged with infrastructural development to plan and provide 

facilities such as a developed fire fighting centre, hospitals, first aid 

facilities centres, a central effluent treatment and safe disposal system, 

laying down the guidelines to be followed for solid and air pollutants 

etc. Disaster planning is very much a part of the detailed planning to 

meet any emergencies. Petrochemicals industry requires a modern 

inf rastructual support which needs to be available for a joint venture to 

operate without any strains and undue financial burdens to meet emergent 

situations. In most locations where petrochemicals complexes are 

established in developing countries, statutory bodies are constituted by 

the governments for planning and setting up the needed infrastructure. 
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Some developing countries prepare detail plans for providing 

facilities such as i:-eliable construction power, roads, construction wateY: 

supply, access to workshops, communication facilities etc. to prepare the 

proposed site for establishment of such industries. Most countries have 

focussed their attention on the environmental imbalance created by the 

petrochemicals industry; plans by the infrastructure developmental 

agencies to create a suitable green belt around the petrochemical 

complexes as proposed by environment conservation experts are being given 

serious consideration. Instances of some plants being threatened a 

c to sure for non··conf ormity with the environment protect ion leg is 1 at ions are 

available and accordingly steps should be taken in time to assure the 

joint venture partners uf provision of an infrastructure developed in 

accordance with requirements and applicable legislations. 

Planning and project implementation: Having identified an investment 

opportunity for manufacture of petrochemicals promotors from the country 

where the joint venture is to be located can either start looking for 

joint vP.nture partners or in cas~s where the country has access to prior 

experience undertake initial identification of the plans itself. It is, 

however, a good practice that the joint venture partners together develop 

the final plans of the complex, review the techno econ?mic studies 

available on the project, undertake preparation of feasibility studies, 

evaluation of technologies and finalise the schemes for process units, 

offsites as well as administrative and personnel needs of the proposed 

venture. 'nlis arrangement has been followed in middle east and is being 

adopted in China with success. lhe agreement of intent signed with the 

joint venture partner after selection ~~d agreement on the profile of the 

project is the instrument which enables the partners to develop the 

project jointly until the signing of the joint venture agreements - this 

way the project is launched wel 1 and "well begun is half done". The 

planning stage in fact includes reaching agreement on all the elements 

such ~s feedstocks, infrastructure, pricing policies, procedures for 

project implementation, organisation, ownership structure, financing 

plans, marketing arrangements, training, technical assistance and so oni -

it is therefore an important phase in which the foundation of joint 

venture is laid. In most ventures this has been the longest time 

consuming activity during which difficult issues are faced and resolved at 

hfghest levels of decision m~king. 
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The implementation of the project based on the tecl\nE)logies selectetl 

involves designs. engineering. procurement, construction and 

commissioning. The partners decide on the contracting methods to be 

adopted for the engineering and consultanc7 services and the method of 

procurement of equipment and materials as well as construction to enable 

complE'tion of the project within the project schedules. The project 

management functions by the joint venture covering inter disciplinary 

actions namely process, project, scheduling. cost ~ontrol and financing 

have to be responsive and effective. These are mainly technical 

activities requiring application of established procedures and methods to 

control cost and time as well as take decisions based on earlier 

expe¥ience to give the project the shape in line with the concept agreed 

to between the pa~tners. The foreign partners invariably bring their 

proven systems for these functions which have to be adopted for the project. 

The partners jointly agree to the process of decision w~king on all financial 

aspects such as procurement of equipment. construction contracts which would 

otherwise follow the procurement and construction procedures as well as the 

schedules established already. 

The procurement of equipment both purchased locally and from overseas 

is usually well defined in the agreement; separate supply agreements are also 

entered into in some cases. In case of lump sum supply arrangement all 

equipment is listed in the supply agreement otherwf.se the procedure for pro

curement, responsibility for placement Of orders and its coordination foY. 

approval, inspection. certification, shipping and receipt is defined in 

details. Similarly procedures applicable for award of contracts and spelt out 

clearly. 

The provisions covering the understandings reached on planning and 

project irnplemente.tion can be incorporated in the joint venture agreement 

suitably. In cases where joint venture agreement comprises of a number of sep• 

arate parts; a separate agreement on procurement services and supply of 

equipment is also possible. 
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Technical Assistance: Successful joint ventures take full advantage of 

the technological support in form of technical assistance from the foreign 

partner. Assistance of specialised nature is planned and taken during 

various phases of the project and ~ommercial operations thereafter; such 

assistance being in addition to the regular manning of management and 

other positions in the organisation by the personnel from the foreign 

.partner. 

Special assitance from the foreign partner are usually sought under 

the categories of (1) Project implementation-project management assistance, 

(2) Plant operations, maintenance, technical services and quality control, 

(3) Marketing, market develop1nent a:1d products application. Each of these 

categories is a specialised service and the foreign partner may not be in 

position to provide from his parent company all the expertise but may be 

in a position to assist in tapping the right sources. Most multinational 

companies have reduced their staffing to minimmn necei;st1ry in the econ1,,my 

<irive aimed at improving their performance; it is therefore helpful if 

the joint venture agreements list out the categories of expert technical 

assistance needed along with the duration and periods of assignment. 

In addition to technical assignments of personnel, the corporate 

assistance provi.ded by the f ore:fgn partner from the service departments of 

its parent company is very valuable. In some joint venture even after 

their successful operations extending over long periods, technical 

assistance agreement valid for specific period {say 5 years each time 

depending up local regulations) are always being operated upon to seek, 

on payment, technical services in operations, trouble shooting, product 

improvement and exchange of technical staff members to the facilities 

of the other partner as full time on job staff - which keeps the partners 

well informed of the activities of the joint venture in all fields as 

well as helps maintain understanding and confidence. 

A number of developing ~ountrl.es may not find it possible to set up 

back-up technical support in fields such ':iS corrosion control, preventive 

mainten<1nce planning and scheduling, plant efficiency studies and trouble 

shooting etc. These process and engineering oriented technical analysis 

require a multidisciplinary approach and access to data bank on experience, 



- 99 -

case studies. current. practices etc. Such services in lllOSt cases may be 

more appropriately drawn from the set-up at home office of the foreign 

partner at least for such perioo until reliable and well equipped facilities 

are created by the joint venture. 

Technical assistance from the foreign (or lead} partner is not 

restricted to the joint ventures in developing countries only. Most 

joint ventures between companies from industrial countries include tech

nical assistance aimed at process modifications, imorovements and product 

development. 

The technical assistance usually forms part of the ioint venture 

aRreement with a separate supplementary agreement sometimes executed in 

pursuance of the main a~reeemnt settin~ out the detail of the assistance. 

obligatory and optional part of it. terms applicable. system of payment~ etc. 

6.8 Training and personnel development: Training of personnel who will ultimately 

run the .ioint venture is a complex activity requiring experienced persons 

to plan and execute the programme to the satisfaction of the concerned 

parties - dealing with people and making them acquire a desired J evel of 

knowledge. skills and industry specific culture is in itself a difficult 

task and in the petrochemcials industry it is not only the efficient and 

desirable levels of operation and management that is at stake but the 

safety and security aspects associAted with it will make even an experienced 

industrial person to tread the path very carefully. Mistakes in operation 

of petrochemical plants can just not be made as these can lead to disastrous 

consequenr.es like Flixborough (U.K.) in 1974 and now Bhopal (India) in 1984. 

It ls not only adequate to train personnel but implement regular 

rotational training programmes to keep the knowledge, experience and 

emergency responses of these personnel up-to-date. 

The training function begins right at the conception of the project. 

It is not uncofll!Ilon :-o come across spechl training schemes launched to 

train good welders, fitt~rs, riggers and other skilled petsonnel required 

during the project implementation. 
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The operational training programmes usually dra-'ll up with the 

assistance of the foreign partner are designed to train personnel in 

similar process industries on process control along with theoretical 

instructions on the che~ical reactions, properties and characterition, 

safety systems, hazards posed etc. The writin~ of the operation, main

tenance and quality control manuals by the respective technicians 

themselves, based on the typical ones obtained from the foreign collaborator 

supplying the technology, provide a desireable exposure to understand 

the intricacies of the technology and process. The training of operators 

and supervisors on simulators is proving invaluable and is now be!ng 

applied for most complex petrochemical technologies. The basic requirement 
• of designing the training programmes for each category of personnel and 

implementation is drawn up with the assistance of foreign partner taking 

advantage of his experit?nce and aiming at imparting thorough but job 

specific knowledge in the best manner. On job industrial management 

programmes for senior technical personnel are arranged at the plants of 

the foreign partner or his associates. 

A number of multinational petrochemcial companies are stated to 

have considerably reduced their outfit on training department ~nich at 

one ti.me were organized to accept batches of tra:i.nees from overseas 

and run well established training programmes. Limitations on this score 

are likely but on the other hand a number of developing countries nave 

since acquired oore than 10 years of successful operating experience for 

most of the petroche!!lical plants. Most jof.nt ventures using complex 

petrochemical technologies will necessarily have an in-house training 

de;>artment which will be the nodal pofot for all activHfos in this Held. 

All joint ventures will need to give serious consideration to policy 

and programmes it would pursue for the personnel development. Invariably 

all develop:f.ng or developed countries for different reasons do monitor 

employment of fercd to local personnel at various levels by capital 

intensive industries such as petrochemicals. The Jegree of react.Ions to 

these situations varies considerably at different places but it is more 

or less a common approach by all countries that the industries must follow 

a progressive personnel development policies which should be applied to 
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encourage the local talent. At the lower levels the unions and 

associations in due cour~e insist on an acceptable personnel deve-

lopment policies. 

The joint venture partners have to make provision for a carefully 

planned programme for training and personnel development in the agreement. 

6.9 Research and Development: The unprecedented growth witnessed by the 

petrochemicals industry so far is the outcome of the research and 

development support that the industry received to meet the consumer 

needs better than the conventional niaterials. Improvements in the 

quality of products such as polymers, fibres etc. and their conversion 

into products vith better performance and consumer appeal were the 

major strategies employed to develop a market which sustaint:d "'· growth 

rate not encountered earlier by other industries. 

However the brisk increase in prices of the fee<lstocks completely 

upset the advantage that petrochemical products enjoyed for decades. The 

industry established on a pattern of research and development fo1.ir.d it 

rather difficult to prov:f.de lmmediate response. The development of thinner 

but equally strong plastic film as well as the appearance of better quality 

engi.neering plastics or stronger fibres usable in place of steel tyrecord 

even in radial tyres are some of the ex:1mples of the research and develop

ment effort being put in by the industry to adjust itself to the new 

situation. 

The fact remains that research and development played an important 

role fo the performance of petrochemicals so far and is being looked up 

to agai.n for adjustm.::nt of the industry to the present environment. The 

research and development effort can be classified under three categories 

namely: 
i. Product oriented research including products application 

rt':search. 

ii. Research b2ck-up for efficient, safe and on-sp(L. operation 

of plants. 

iii. Research aimed at improvements in existing processes and 

basic research. 
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The operati0ns of joint ventures have to be sup~orted by research 

and development in either or all the three above-mentioned categories. 

In the initial stages the joint venture may heavily draw upon the 

facilities available with the parent company of the foreign partner to 

support its operations. Successful joint ventures have maintained tech

nical exchange and continue to draw upon the R + D support from the foreign 

partners home country facilities even after a number of years of its own 

operating experience. The first two categories of R + D approach to a 

petrochemicals operation are normally required right from the time of 

commencement of commercial production. Creation of these facilities 

even in a small and modest way is dependent upon the tradition and avail

ability of qualified and experienced personnel in the environment of the 

joint venture. 

All ,joint venture agreements have to make an appropriate provision 

for research and development co-operation and back-up in accordance with 

the objectives and plans of the joint venture cor:ipany. A collaboration 

in research and development would usually benefit joint venture more 

but in the long term the work at the joint venture could be organised in 

a manner complimentary to the research programmes and objectives of the 

foreign partner to the benefit of both partners as well as the joint 

venture. In case of unusual importance of the res;.:arch and development 

collaborative programmes, separate agreements on it are also entered with 

in the overall provisions in the main joint venture agreement. 

6.10 Legal Considerations: The joint venture agreements will make provisions for 

various clauses of the legal nc.ture such as: 

Force Majeure 

Pate.it infringement 

Liability 

Arbitration 

Applicable laws 

Conf identfality 

Assignment 

Duration and Termination 

Effective date. 
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A ~umber of alternative texts of these mainly legal clauses are 

available and can be examined for their suitability to a specific joint 

ventvre. '11lese clauses though have reportedly been agreed upon in 

different joint ventures without any difficulty possibly bec~use joint 

ventures are conceived on the premise of confidence and understanding 

between the partners which is possibly not necessary to that level in 

other types of collaborative arrangements. It is not the intention to 

discuss and elaborate these aspects in this document which may form 

the subject of a separate study on preparation of draft agreerr~nts 

applicable to joint ventures in petrochemicals. 

~ 
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I' 
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7. Approac.)l to Joint Venture Agreeme~: 

The important elements of collaboration for petrochemicals industry 

frora the point of view of the host country partner are technology, marketing, 

technical assistance, training and research and development. T11e access to 

all these technical and commercial experiences is obtained from experienced 

manufacturing and marketing companies. Most well known technologies for 

production cf major petrochemical products are licensed by producing companies 

with long experience or through their associated engineering-consulting 

companies. In cases when some well known eugineering companies also license 

prov\.'n technologi.es independently by themselves, they usually are in a 

positi<1n to offer other services as well through specific arrangements with 

one of their earlier licensees who is a producing company with worldwide 

r.iarketing operations; cases of joint venture companies taking a lict:nse from 

an engineering company {e.g. ethylene cracker technology) but taking the 

assistance from the foreign partner in joint venture for all other services 

are also "Working well. The joint ventures could accordingly have a variety 

of options open but these mainly get 1 frdted upon selection of the partner(s) 

in the joint venture. 

7 .1 :angle and multil'le agreerr,ents: The type and nat1ne of agreem~nts entered 

into for industrial collaborative arrangements depends largely on the regulatory 

mechanism applicable for setting up such industries in the host country. A 

number of countries are known to have specific rules governing joint ventuces -

in force mainly to encourage setting up industries through these collaborative 

guidelines. In such situations tlle joint venture agreement can be all inclnsive 

self contained with supplementary a6reements covering specific asp~cts e.g. 

training, technical assistance, .:esearch and development etc. defining the 

details of the intentions, inputs, type of assistance, duration, costs, 

responsibilities etc. On the other hand in a number of imvortant regions 

there are no specific joint venture rules and regulations. In such situations ~ 

the joint ventures are established within the framework of the industrial 

guidelines e.g. incorporation of the company within stipulations on equity 

and rules on corporate set-up, foreign participation in accordance with the 

respective rules, management structure in accordance with laws governing 

companies and so on. In st1ch situations the joint venture arrangements are 

covered by a series of agreements covering well deH.ned activities e.g.-

license and technology, technical assistance, etc. Both systems are working 

well in successful joint ventures in different regions. 
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The type of contractual arrangements are also known to vary with the 

kind of tax laws prevailing in the host country where the joint venture 

is located. The rate of tax applicable on license and know-how fees, 

income from design and engineering services, income derived by providing 

services such as training. expert technical assistance, research facilities 

can be asEessed for taxation differently than when ~ssessed under an 

integrated agreement providing a~l the elements under one umbrella. Although 

the joint venture company may wish to have a simple agreement covering the 

totality of the collaborative arrangements as a single coordinating and 

control document with less chances of any ambiguity and providing best 

protection, the financial benefits derived by separating the services because 

of financial laws, rules and regulations may ultimately prevail. The agree

ments normally entered into by joint ventures are as under: 

• 

• 

• 

• 

Joint Venture Agreement (typical contents Annex 1) 

License and Know-how Agreement (typical contents Annex 2) 

Equipment Supply Agreement 

Engineering and Services Agreement 

Technical Assistance Agreement (typical contents Annex 3) 

Training and Manpower Development Agreement 

Research and Development Assistance Agreement 

Marketing and Market Assistance Agreement 

Management Services Agreement 

The number and types of agreements to be entered can be r,1odi~ied by 

mutual understanding of the joint venture partners and it is possible to 

transfer the coverage of one of the above·-ment toned. agreement to another 

without reducing or adversely affecting the scope and content of the 

original version. 

7.2 Model text of some typical provisions in joint venture agreements: All large 

petrochemical projects do require approvals of governments in developing 

countries in some form. The company laws require incorporation of the co1t1pany; 

typical contents of basic documents of incorporation and by-laws are indicated 

in Annex 4 which broadly cover the type of information included; these do· vary 

in different countries with their level t>f industrial activity and the indust

rial acthity and the industrial framework, They,. however,. l!o include sped fie 

stipulations on ownership, management and transfer tJf stock and ina nqJltber of 

cases these govern the operations of the Joint venture companies, 

I I 
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It is recognised that the preparation of draft model joint venture 

agreements could be the matter of a separate independent work. However• the 

major provisions in joint venture agreements which could be important for a 

long-term relationship among the joint venture partners is given in Annex l. 

The articles on management generally define the voting rights and control 

over the company; they also provide stipulations on management of the pro

duction facilities by the technically knowledgeable partner, normally the 

foreign partner, for a specific period of time. The companies are set-up 

usually with limited liabilities and could also be managed by specified 

numbers of members from the partners in joint venture and can be appointed 

for an ~greed period of time (number of years). The managing committee in 

this case an executive body is expected to carry out the decisions of the 

meeting of Boards of Directors and exercises th~ control over operative 

management withi.n the limits of its delegated powers. A typical text could 

be as under: 

"while •••••••••• {foreign partner) recognises the basic 

management principles set out in Articles •••••• ; the ••••.••••• 

(foreign partner) however deems it essential for the success of 

Project that, durir~ the company's first ••••• (number) years of 

commercial operations, ••••••••• (foreign partner) shall be 

entrust~d with the authority and the re~ponsibility for plant 

management through a Plant Manager to be designated by •••••••• 

(foreign partner) with the assistance of other •••••••• (parent 

company of foreign partner) technicians as provided in (under) 

the Technical Assistance Agreement (provision) ref erred to in 

Article •••••• tt. 

The laws relating to company affairs require specified procedure for 

appointment of auditors for checking on performance of the company and 

submission of their report to the shareholders. The partners agree upon 

the procedure within the limitations of the laws and make a suitable 

provision. 

The roles and lfabilities of the partners in joint venture are also 

usually well defined; typical provision 0n these could be as underi 

"Major Role of Parties Hereto 

During the continuance of this Joint Venture Agreement. the 

patties heretoshail carry out their respective roles as 

described. hereunders 
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Role of Local Partner(s): 

a. To exercise best efforts om assisting the company to 

obtain necessary permits and licenses frOftl the authorities 

concerned in the •••••••••• (host country) for the estab

lishment and operation of the company. 

b. To provide the company with capable management personnel. 

c. To assist the company in the selection and acquisition 9f 

plant sites suitable for plant buildings. living quarters 

and other necessary facilities. 

d. To otherwise assist the company and to co-operate with 

••••••••• (foreign partner) and the other parties for the 

success of the Project and the company. 

Role of Foreign Partner: 

a. To obtain for the company from •••••••• (third party •hich 

could be the parent company of foreign partner) an 

exclusive license for the use of ••••••••• (third party's) 

technology in the production of •••••••••••• (Product) 

under the most favourable terms and conditions possible 

upon the exercise of its best efforts, in relation to 

existing licenses as of the execution of this Agreement; 

b. 

c. 

and to unqualifiedly obtain such license under most favoured 

licensee arrangement with respect to all concurrent or 

future licenses or amendments of prior licenses; 

To provide assistance on technical matters and guarantee 

the process, plant capacity, unit consumption of raw 

materials, the quality of end products and during the 

period required for guarantee test runs to produce the 

guaranteed quantity and quality of the products envisioned 

by the Project, in accordance with the Technical Assistance 

Agreement to be entered into between the comapny and 

(foreign partner) as provided under Article ••••• ; 

...... 

To dispatch to the company technical personnel who·shall 

be responsible for the supervision of the plant construction 

of the company, in accordance with the Plant Construction 

Contract to be entered into between the company and 

............... (foreign partners), 

d,. to,ptovide, f(lr a peria4 of "~' leiaJ ,, •.,•(number) years 

after plant &tart-up, technical advisory staff toassiet the 

company in the operations and mdntenanee of the Plant in 

accordance with the Technical Assistance Agreement,, 
I I I 
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To make available to the company advice on technical 

service for nnrketing of ••••••• (product) and training 

for the company's personnel for such technical service 

in accordance with the Technical Assistance Agreement. 

To undertake the training of local personnel of the 

company on plant design and construction, operations 

and maintenance in accordance with the Technical 

Assistance Agreement. 

To co--operate with the Local Partners to make the 

company successful in its operations • 

.-.......... (foreign partner) will exert his best 

efforts to undertake the marketing of the Company's 

products for exports. • ••••••••• (foreign partner) 

will submit a marketing programme as may be required 

by •••••••• (investment incentives regulating agency) 

to assist the company in the development of its export 

market." 

It is quite common for joint ventures companies to enter into a separate 

Technical Assistance Agreement in addition to a joint venture Agreement. The 

main joint venture Agreement. however. usually provides general feature of 

the technical assistance io the f ollowfog manner: 

" Technical Assistance 

a. For the success of the operation of the Plant usi.ng 

•••••••• (foreign partner') approved standards and 

quality controls, •••••••• (foreign partner) agrees to 

render all the necessary technical assistance for the 

establishment and operation of the Plant of the Company 

under the terms. conditions and guarantees set forth in 

the Technical Assistance Agreement to be executed between 

••••••••••• (foreign partner) and the Company. 

b. • ........... (fore~gn partner) shall also make available to 

the company any and all information which ••••••• (foreign 

partner) and/or the Company &hall consider as necessary for 

the manageiaent of the Project<iaaccordance with the said 

teclmical Assistance Agreement. 

c., Wfth:f.ii· ,.,, •• (num~er) monthe front the date of this Agreement, 

th« ~mp'EJ11f·~sfut1J ~cut:-e the Technical Assistance Agreement' 

with •••••••••••••• (foreign partner) under terms and 
I 
I" 
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conditions mutually agreed upon between the company 

and ••••••••••• (foreign partner); provided that the 

coming into effect of such Technical Assistance Agree

ment ~hall be subject, among others. to: (i) the per

formance by •••••••••• (foreign partner) of its obligations 

under this Agreement• including the remittance of its 

investment in the company, and the ~xecution and perform

ance by •••••••••• (third party) of a License Agreement 

acceptable to the Company, and (ii) the company's being 

able to procure the necessary financing for the purpose." 

Arbitration clause is usually incorporated in the joint venture agreement 

including the language, place and rules govern fog the proceedings. In some 

cases the arbitration proceedings are to be conducted in the host country, however 

a more common provision stipulates proceedings in the host country if foreign 

partner initiates arbitration proceedings and in the country of foreign partner 

if local partner initiates. This scheme is designed not only to be more 

equitable to both parties but also encourages both parties to resolve matter 

without going to the arbitration. In still some other joint venture agreements 

the proceedings are to be conducted in a third country such as Switzerland. 

Most joint ventures are covered by arbitration in accordance with the Rules of 

Conciliation and Arbitration of the International Chamber of Commerce. A usual 

clause on i.t is as given below: 

" Arbitrat:f.on 

a. Any dispute, controversy, vr difficulty which may arise out 

of,in relation to or in connection with this Agreenient 

shall be settled amicably thruugh mutual consultation between 

and among the parties hereto, and for which the parties 

hereto will exert utmost efforts. 

b. In the event that such dispute, controversy and/or difficulty 

cannot be settled through mutual consultations as provided 

herein, the following rules shall be applied. 

i. All such disputes, controversies or difficulties shall 

be settled through arbitration. 

it. All arb.ttration proceedings sh.all be conducted in English 

lAnguage at .......... (location) in accordance with the 

lules of CCitciiial.ion and ArbiitaUon of the Internatfon~]):: 
Chambet of Cotnmer-te,' M -c>ne 0,r more arbitrators appointed·'' 

in accordance with the said Rules.n 
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The duration of a joint venture agreement can be as long as the partie& 

or their successors continue to hold any share of the stock; the termination 

apart from on account of the identified defaults by either party could also 

result because of government withholding approvals or new legislations not 

acceptable to the foreign partner. There may also be a deliberate provision 

in some agreements for fade-out of the foreign equity after a certain period 

in a defined gradt•al manner as well as the possible buy-out formulae by loeal 

partners. Tlle duration as well as termination provisions vary greatly with the 

objectives set for the joint venture and the stipulations under the lo~al laws 

and regulations, however, a typical clause is given below: 

n 

a. 

b. 

Duration and Termination 

This agreement shall continue in effect as long as all the 

parties hereto or their successors in interest hold any 

share of stock in the company, unless sooner terminated as 

provided for hereunder. 

Any party hereto shall have the right to terminate this 

Agreement by giving the other parties written notice to 

that effect upon the occurance of any of the following 

events: 

i. When the required •••••••••• (host country) government 

approvals mentioned in Article ••••••• (number) shall 

not have been obtained within •••••••• (number) months 

from the date of this Agreement. 

ii. When the Technical Assistance Agreewent is not signed 

within •••••••• (number) months from the date of this 

Agreement. 

iii. When the License Agreement with •••••••••••• (owner of 

know-how and technology) is not signed within ••••••• 

(number) months from the date of the Agreement. 

iv.. When the business is terminated by decision of the 

required majority of the shareholders of the company. 

c.. Vpon default of any party in the performance of any oblig

atfcnts to be perf.;n[ed by·such party, the otberpatty·my 

giv~ notice in,;writjng to t.JJ• ,,rty in d~fa~l~,. speciJyillg 
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the thing or matter in default. Unless such default is 

retnedied within •..••••• {mm.her) months fol lowing the 

giving of !='1ch notice, or if such remedy cannot be 

completed within such six (6) months period, or if 

such action for the rem~dy thereof cannot be undertaken 

promptly upon receipt of such notice and diligently 

prosecuted thereafter, the party giving such notice may 

give further written notice to such other defaulting 

party, notifying termination of this Agreement, in which 

event this Agreen:t:nt shall terminate on the date 

spE'cifi.::d ln sue:h further r.L~tice. Such ri$ht of tc-nni

nat ion shall be exercised in addition to, and not in 

subst::itutfon of• any otht-r remedies that may be available 

to tte party sarving such notice. Any termination in the 

exercise of such right s1':1ll not rel ii::ve any of the 

parties hereto from any obligation accrrued to the date 

of ~uch t1?rn1Ltation or relieve the party in default from 

liability and damages to the other parties for breach 

cf this Agre~ment. Waiver by any party of a prior single 

default or succession of default shall not deprive such 

party of the right to t<;ri1iinate this Agreement or to have 

recourse to arbitratfon or from filing suit in the 

t.vent of further def;;ult ." 

The governing laws of the joint venture Agreements could be the la~s 

of the host country the host country. Tile other important articles 

include those on transfer of stock or subsequent shnre Assignment and 

BuTden of Taxe$. The transfer of stock usually spt-cifies that existing 

shareholders are given the right of first refusal for a specified period 

of time say 60 days. 'J11is provision is also usually contained in the 

Articles of Incorporation. A typical stipulation is shown belo~, although 

the specified period ~herein to grant the right of first refusal may not 

be contained in other agreements. 

, 
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" Subsequent Share Assignment. 

For a period of ••••• (number) years after the 

format ion of the company. or upon public listing of the 

company. which ever occurs first 1 if any of the 

sh~reholders desires to sell 1 assign or transfer any or all 

of its shares in the company 1 such sale, assignment or 

transfer shall be effected subject to the provisions of the 

Articles of Incorp~ration of the Company prescribing that 

the other sharehclders shall he given the right of first 

refusal y,·ith •••••••• (numb.:r) days from re-ceipt of written 

notice to acquire such shares to the extent fet forth in 

said ,ht ic les0
• 

The hnp<tct of taxes is noru:auy rai<r~n up 'i>y the JOint venture co1;;pany 

even if the local laws and rules tend to tax the services supplied by the 

foreign partner. It \J~ually states th."it the joint venture cor:<pany s.hal 1 

bear all taxe~, duties and levies imposed by the host country government 

in connection with any activity and business of the co;:-.;:c.r.y. 

All joint ventures Agreeffients will provide a typical cla~se covering 

the force majeure conditions which may excuse the invove<l p3rty in non 

perfor~Ance of its obligation~ as illustrated under: 

a. If the implementation of this Agreement and/or 

performance of any of the obligations of any and/or all of 

the parties herein is prevented, suspended, developed, 

restricted and for interferred with by reason of force 

majeure, such as but not limited to Acts of Cod, typhoon, 

storms,tidal waves, earthquakes, floods, fires, accidents, 

E!pide-:nics, strike, dots, civil C.1)mmotions, sabotage, 

insurrection, rebel Hon, hostilitie& betwer:11 nations, war, 

embargoes, act:ions by either or both of the •••• (host 

country) and ••••• (country of foreign partner) 

governments, their subdivhiont, ins:trumentalities, 

entities and/or agi;-ncies, •••••• (ro1t country) and/or 
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••••••• (country of foreign partner) laws, decrees, orders, 

rules and/or regulations and such other similar 

contingencies beyond the reasonable control of the party of 

parties concerned, the party or parties so affected shall, 

upon prompt written notice to the other party or parties, 

be excused from the performance of its p3rt or parts of 

this Agreement but only to the extent of such prevention, 

suspension, delay, restriction and/or interference. 

b. In all such cases, the party so affected shall, 

however, exert its best efforts to avoid, remove and/or 

forestall su..-h cause or causes of non--perf ormance and to 

remedy and complete performance with utmost dispatch". 

The grant of license for use of information and to practice the 

process covered by patents and know how is normally the sub5ect of a 

separate agreement beLween the joint venture and the licensor who could be 

the foreign partn~rhimself or a separate entity. The technical 

assistance agreed to be supplied by the foreign partner is the subject of 

a Technical Assistance Agreement. These agreements could be inter-

connected with cross references to ensure completeness. In event of the 

foreign partner bringing to the joint venture the industrial property rights 

through patents, know how, trade marks, the mechanism of transfer, training 

of pers~nnel, technical assistance, rights and obligations of partners, 

maintenance of confidentiality, price and payment schedule of the technology 

transfer etc are provided for in license agreement (technology transfer 

agreement) between the joint venture company and the concerned partner. These 

agreements normally take effect simultaneously with the other documents 

constituting the joint venture company. Tl1e 111ajor contents of a typkal 

license agreement and that of a typical Technical Assistance Agreement are 

given in Annexes 2 and j respectively. 
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Annex l 

''!fajor Contents of a Joint Venture Agreement0 

l. Preamble 

2. Formation of the Company 

3. Primary Objectives of the Company 

4. Initial Capital and Shares 

s. Increase of Subscription and Issuance of Shares 

6. Subsequent Share Assignm.::Tlt 

7. Man.:igen;.ent 

s. Board of Directors 
~-

9. Meeting of Shareholders 

10. Major Roles of Parties Hereto 

11. Technical Assistance 

12. Procurement of Financing 

13. Accounting and Financial Matters 

14. Organisational Expenses 

15. Burden of Taxes 

16. Force Majeure 

17. Maintenance of Secrecy 

18. Assignment 

19. Arbitration 

20. Duration and Termination 

21. Effective Date 

22. Governing Law 

23. Notice 

24. Entire Agreement 

25. Original Text 
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"Major Contents of License Agreement" 

Definition 

Description of the Plant and the Process 

Obligations of the Licensor 

3.1 Grant of Patent Rights and License 
3.2 Improvements in the Process 

Annex 2 

3.l Supply of Technical Documentation <>41 Related Se1-vices 
3.4 Additional Services to be provided against additional fee 
3.5 Performance Guarantees of the Process 
3.6 Penalties 
3.7 Zxpanding capacity of the Plant 
3.8 Liability Limitations 

Obligations of the Licensee 

4.1 Provisions of Basic Design D;<ite for the Plant 
4.2 Improvements in the Process 
4. 3 Appointment of the Contractor 
4.4 Secrecy and Confidential1ty 

Co-ordination of the Work 

S.l Process Design 
5.2 Detailed Enginr•ering 
5.3 Procurement 
S.4 Construction of the Plant 
5.5 Start-up 
5.6 ticensor's Personnel 

Training of Licensee's Personnel 

Patent Infringement 

Contract Price and Terms of Payment 

Duration of the Agreement 

9.1 Effective Date 
9.2 Duration of the Agreement 
9.3 Rights on Wxpiry of the Agreement 
9.4 Obligations on Expiry of the Agreement 
9.4 Termination 

General Conditions 

10.1 Bank Guarantees 
10.2 Insurance: 
10.J taxes and Levies 
10.4 Arbitration 
10.S Force Majeure 

I I 
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Miscellaneous Provisions 

ll. l 
ll.2 
11.3 
11.4 
11.5 
11.6 
11. 7 
11.8 
11.9 

Assignment 
General Provisions 
Governing Law 
l.anguage 
Standards and Codes 
Local Laws and Regulations 
Notices 
Approvals 
National Security 

(Annex 2 continuation) 
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Annex ) 

·~ajor Contents of a Technical Assistance Agreement." 

1. Preamble 

2. Definitions 

3. Licenses Covered 

4. Supply of Information 

5. Technical Assistance and Visits 

6. 

7. 

8. 

9. 

10. 

ll. 

12., 

13. 

14. 

15. 

16. 

11. 

5.1 Home Office Support 
-Experts 
-Facilities 

5.2 Wisits to Plant Site 
5.3 Loan c•f Facilities to Joint Venture 
5.4 Visits by Personnel of Joint Venture 
5.5 Unforseen Situations: 

Technical Matters 
Emergencies 

Expenses 

Payments and Payment Terms 

Secrecy 

Patent Immunity and Trademarks 

Term and Termination 

Most Favoured Nation Clause 

Arbitration 

Use of Information 

Force Majeure 

Assignability 

Notices 

effective Date 

-i 
·~ 
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Annex 4 

Major Contents of Articles of Incorporation and By-Laws 

Articles of Incorpor~ 

I. Name of the Corporation 

2. Purposes 

3. 

4. 

s. 
6. 

1. 

3. 

9. 

10. 

II. 

I. 

2 .. 

3 .. 

4. 

.s .. 
6. 

1. 

8. 

9. 

Domicile 

Life of Corporation 

Names. Nationalities and Residences of Incorporators 

Number, Names and Residences of Directors 

Capital Stock, Common and Pref erred 

dividends 
dissolution 
redemption 
conversion 

- voting rights 
consent to corporate acts 

Subscribed Capital Stock 

Paid-up Capital 

Designation of Treasurer 

Transfer of Stock 

Office 

Board of Directors 

Officers 

Certificates of Stock 

Transfer of Shares of Stock 

Fiscal Year, Dividends and Accounts 

Stockholders Meeting 

Corporation Seal 

Amendments 
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