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Welcome to the Annual
Forum edition of Insight,
GPCA’s flagship publication designed to deliver to
our members and the
wider chemical industry
compelling news and
analysis from the chemical
industry in the Arabian
Gulf and globally. We have
another content-rich issue
full of in-depth analysis
and exclusive insights from
some of the Forum
speakers and senior industry leaders who have come from over 50
countries around the world to address the theme of ‘Winning
through Strategic Partnerships’ at the 14th Annual GPCA Forum.
The role of partnerships in driving the industry’s competitiveness will be addressed throughout the Forum as part of the panel
discussions, program sessions, seminars, and masterclasses, as
will the themes of collaboration, consolidation, changing macroeconomic shifts, and investing in technology, as well as the impact
of sustainability on the chemical industry. The Annual GPCA
Forum reflects the association’s commitment to advancing the
industry’s agenda and providing a platform for knowledge sharing,
networking, and collaboration, and this year we’ve prepared for
our delegates what we hope will be an unforgettable experience.
This year the Annual GPCA Forum bears witness to an extensive conference program, including an updated networking and
exhibition area, an Innovation and Sustainability Zone, and two of
GPCA’s flagship initiatives – Leaders of Tomorrow, now in its 14th
edition, and the 2nd edition of the GPCA Legacy Initiative and
GPCA Legacy Award “Al-Rowad,” which this year will recognise
one of the greatest chemical industry leaders of our times, the late
H.E. Abdulaziz Al-Zamil, former Minister of Industry and Electricity
of Saudi Arabia, and Chairman of SABIC (1983-1995).
Under our thought leadership umbrella, GPCA is looking forward
to sharing with you a series of home-grown industry reports that
provide a never-before-seen analysis on a variety of hot topics and
emerging global and regional trends with the aim of stimulating
and inspiring discussion between chemical industry players and
stakeholders, including investors, chemical producers, policy
makers, academia, and industry associations. You can read more
about the latest GPCA news and announcements inside these
pages.
I do hope you enjoy reading the issue and wish you a pleasant
time at the Forum in Dubai.
Yours sincerely,
Dr. Abdulwahab Al-Sadoun, Secretary General, GPCA

www.gpca.org.ae
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NEWS
GCC CHEMICAL INVESTMENT
EXCEEDS USD 140 BILLION IN 2019

G

CC chemical-related investment has
exceeded USD 140 billion in the first
10 months of 2019 led by consolidation, joint venture agreements, and an
increased number of M&A deals, according to
estimates by the Gulf Petrochemicals and
Chemicals Association (GPCA).
The multi-billion-dollar investments made
both within the region and internationally in
refining, petrochemicals, distribution, and
storage supported by a wave of partnerships between regional players and
multinational heavyweights, show a strong
year for M&A deals and a renewed drive by
regional producers to consolidate their
business, build critical mass, diversify their
business portfolio, and expand access to
high-growth markets, it says.
The 14th Annual GPCA Forum, on 3–5
December 2019 in Dubai, being held under
the theme ‘Winning Through Strategic

Partnerships’, will discuss the role of
fostering partnerships across the value
chain to increase the chemical industry’s
competitiveness in the GCC and globally.
One large local investor is the recently
reorganized Oman Oil Company (OOC) and
Orpic Group, which pledged to invest USD
28 billion in the next 10 years. Dr. Mohammed bin Hamad al-Rumhi, Oman’s Minister
of Oil and Gas and chairman of OOC, will
deliver the inaugural address at the Forum
and provide an update on the country’s
future plans and the chemical industry’s
strong contribution to regional growth.
Representatives from the largest industry
players including SABIC, Saudi Aramco,
LyondellBasell, ExxonMobil Chemical,
BASF, Oman Oil and Orpic Group, Sipchem,
Ma’aden, Evonik, Total, and others will give
updates on the milestone deals signed this
year and highlight the role of collaboration in

building market leadership and creating
value within industry, the economy, and
society, while meeting future needs.
Dr. Abdulwahab Al-Sadoun, Secretary
General, GPCA, says, “The recent series of
joint ventures, consolidation deals, and
acquisitions demonstrate the role of
partnerships in the industry’s future
strategic direction and continue to build on
the region’s reputation as a reliable,
long-term partner in the global chemical
arena. These developments will result in
greater competitiveness in the regional
chemical industry by enabling it to leverage
economies of scale, accelerate innovation
and establish greater market leadership.”
This year’s speakers include Yousef
Al-Benyan, CEO of SABIC and Chairman of
GPCA; Bob Patel, CEO of LyondellBasell
and President of the International Council of
Chemical Associations; Karen McKee,
President, ExxonMobil Chemical; Saori
Dubourg, Member of the Board at BASF;
and Eelco Hoekstra, Chairman and CEO of
Royal Vopak. ■

H.E. ABDULAZIZ AL-ZAMIL AWARDED
POSTHUMOUSLY WITH GPCA LEGACY AWARD “AL-ROWAD”

T

he Gulf Petrochemicals and Chemicals Association (GPCA) has
announced that H.E. Eng. Abdulaziz
Al-Zamil (1941-2019), Saudi Arabia’s former
Minister of Industry and Electricity, will be
recognized and awarded posthumously with
the GPCA Legacy Award “Al-Rowad.”
Al-Zamil, who passed away in October
this year, will be honored on 4 December in
a special award ceremony at the Annual
Forum in Dubai and bestowed with a trophy
of recognition for his lifetime achievements
and outstanding contributions to the growth
and development of the chemical and
petrochemical industry in the Kingdom of
Saudi Arabia and the wider GCC region.
As one of the most prominent pioneers in
the global and regional chemical industry,
Al-Zamil was best known for becoming the
first CEO and Vice Chairman of SABIC
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(1976-1983), and later Chairman of SABIC
and Minister of Industry and Electricity of
Saudi Arabia (1983-1995), as well as for
encouraging the development of the private
industrial sector and working to expand and
improve access to electricity in the country.
Al-Zamil served as Chairman of Al Zamil
Group, Sahara International Petrochemical
Company, and Al-Anma Bank and was the
recipient of numerous industry awards. He
obtained a bachelor’s degree in Industrial
Engineering and a master’s degree from the
University of Southern California.
Dr. Abdulwahab Al-Sadoun, Secretary
General, GPCA, commented, “H.E. Abdulaziz
Al-Zamil had made tremendous contributions
to the creation and advancement of the
chemical and petrochemical sector in the
region, building the industry from the ground
up and laying the foundations for a globally
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PIONEER: H.E. Eng. Abdulaziz Al-Zamil.
competitive national chemical enterprise. The
chemical community in the region and
globally has been deeply saddened by the
demise of a man who was a true visionary
and a leading pioneer in his field.” ■

www.gpca.org.ae

NEWS
LEADERS OF TOMORROW
RETURNS TO THE ANNUAL FORUM

A

fter 13 successful editions, the 14th
edition of Leaders of Tomorrow,
powered by SABIC, is taking place at
the 14th Annual GPCA Forum in Madinat
Jumeirah, Dubai. This year, with the support of
GPCA member companies, over 150 students
across the GCC region are expected to join
delegates for this inspiring program.
On day zero (3 December), an exclusive
student seminar with knowledge-packed
presentations and interactive sessions has
been organized. This will be facilitated by
industry experts who will provide insights into
the chemical industry, as well as potential
career prospects and important skill sets
needed to succeed. Additionally, on day one (4

December), students have full access to attend
the convention’s sessions and network with top
industry players attending the event.
On day two (5 December), a site visit has
been arranged to the ADNOC Research and
Innovation Center and the Borouge Innovation
Center, where students will be able to
experience first-hand how companies in this
sector operate, and learn more about the work
culture. This will give students the exposure
and hands-on experience they need to grow
their curiosity and motivate themselves to
pursue a career in the chemical industry.
Additionally, the young leaders will have
three days to network with the companies and
top executives attending the Forum.

GCC AGRI-NUTRIENTS INDUSTRY MUST
INNOVATE TO OVERCOME CHALLENGES

S

enior government and industry
leaders gathered recently at Kempinski Hotel Muscat, Oman, to address
the theme of ‘Transformation: A New Era for
the Agri-Nutrients Industry.’
The agri-nutrients industry in the Arabian
Gulf and globally is entering a new phase
characterized by lower market growth,
economic slowdown, and increased consolidation. To enhance its competitive advantage,
the industry must work towards creating value
through innovation and developing improved
and sustainable agri-nutrient products,
speakers agreed at the 10th Fertilizer
Convention held by the Gulf Petrochemicals
and Chemicals Association (GPCA).
Fertilizer demand is projected to grow at a
compound annual growth rate of 1.4%
between now and 2023, falling behind global
GDP and other industries’ growth. Industry
consolidation is at an all-time high led by a rise
in mega-mergers and acquisitions over the last
10 years, with the top 10 fertilizer producers
now controlling 45% of the market.

www.gpca.org.ae

PARTNERS: Strategic partnerships can help overcome current
challenges.

This highly competitive and consolidated
industry environment presents new challenges
but also opportunities for agri-nutrient
producers in the GCC, stressed speakers at
the Convention.
H.E. Dr. Hamed Said Al-Oufi, Minister of
Agriculture and Fisheries Wealth, Oman,
inaugurated the exhibition and attended the
Convention, held under his patronage.
Opening remarks were made by Dr. Abdulrahman Jawahery, President, GPIC and
Vice-Chairman, GPCA, followed by a welcome
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FUTURE LEADERS: Up to 150 students
will attend the Annual Forum this year.
The eventual objective of the Leaders of
Tomorrow program, with the support of GPCA
members, is to help the next generation of
leaders work on shaping their skill sets, get
hands-on and practical experience, receive
industry exposure, meet with industry leaders,
develop their networking skills, learn the latest
industry trends, and come face to face with
industrial giants. ■
address given by Eng. Isam bin Saud
Al-Zadjali, CEO, Oman Oil Company, and
Chairman, Oman India Fertiliser Company.
The keynote address on Day One was
presented by Samir Al-Abdrabbuh, EVP
– Agri-Nutrients, SABIC, and Vice-Chairman,
Fertilizers Committee, GPCA, while John
Baffes, Senior Economist at the World Bank
(Development Prospects Group) delivered the
keynote address on Day Two.
In his welcome address, Eng. Al Zadjali
highlighted the need for strategic partnerships
and the exchange of experiences among GCC
producers to overcome current challenges.
With the world’s population forecast to reach
9.6 billion by 2050, the role of agri-nutrients
producers in addressing higher food demand
will be particularly important, as will improving
crops and water management, he said.
“The agri-nutrients industry in the GCC must
continue to enhance its competitive position
and remain resilient in the face of future
challenges and disruptions, which can only be
achieved through building home-grown
innovation capabilities, investing in strategic
integration, utilizing cutting-edge technologies,
and developing young indigenous talent–our
region’s greatest asset,” said Dr. Abdulwahab
Al-Sadoun, GPCA Secretary General. ■

GPCA INSIGHT | December 2019 | 5

NEWS
GPCA’S LATEST YEARLY REPORT
ON ‘PULSE OF THE INDUSTRY’

T

he chemical industry is a key sector
for the Gulf Cooperation Council
(GCC) and an integral part of the
region’s economic activity.
The GPCA carries out a yearly report on
the ‘Pulse of the Industry,’ to aid policymakers, producers, and industry leaders in
understanding the current state of the
GCC’s chemical sector. Analysis in the
report is organized into seven sections:
Profile of the GCC Chemical Industry,
Socio-Economic Impact, Trade Development, Global Competitiveness, Investment,
R&D, and Environmental Performance.
The GPCA has worked with 35 full

member companies to collect industry
information, with regional statistical
authorities to collect country information,
with Oxford Economics to understand
issues related to the indirect impact of the
chemical industry, and with peer associations to collect global industry information.
As a result of this collaborative effort it is
possible to deepen understanding and drive
insights into the performance and position
of the GCC chemical industry.
This report is designed to help policymakers, business leaders, and stakeholders in
decision-making that shapes the future of
the regional chemical industry. ■

NEW REPORTS UNVEILED BY GPCA

G

PCA has released several new
reports that give key information,
insights, and data on topics including
China-Saudi relations, the impact of the
chemical industry on the Gulf region, the
outlook for the GCC fertilizer market, and the
ongoing digitalization of the GCC’s chemical
manufacturers.
China-Saudi Relations: Through the
Lens of the Chemical Industry
GPCA published this report that offers
information on the current bilateral relations
between Saudi Arabia and China through
the lens of the chemical industry. Also, this
report discusses the potential impact of the
Belt and Road Initiative (BRI) and highlights
the impacts in different ways, including
trade, investment, joint ventures, and
building research and innovation capabilities. The research and analysis outlined in
this report are aimed at stimulating and
inspiring discussion between chemical
industry players and stakeholders, including investors, chemical producers, policy
makers, academia, and industry
associations.
Beyond Petroleum: The Impact of The
Chemical Industry on The Gulf
This is a GPCA report produced in

www.gpca.org.ae

collaboration with Oxford Economics. The
report offers in-depth information on the
impact of the GCC chemical industry on the
economy. It also highlights the industry’s
activities across the GCC region and
quantifies their total economic impact.
GCC Fertilizer Market Outlook:
Challenges and Opportunities for GCC
Fertilizer Producers
Produced by GPCA with Nexant, the
report offers in-depth information on GCC
fertilizer market challenges and opportunities by highlighting key information and data
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SUSTAINABILITY
AND INNOVATION
ZONES FEATURE
AT THE FORUM
Sustainability and innovation are at the
heart of the global and regional chemical
industry. In line with GPCA’s commitment to
support the regional chemical industry’s
efforts in these fields, for the second year in
a row the Annual Forum will showcase the
forward-thinking initiatives of the industry
through two dedicated zones for sustainability and innovation.
These highly interactive zones will bring
together big thinkers, strategy makers, and
influencers from leading global and regional
chemical companies, technology providers,
research institutes, brand owners, and other
value chain partners to showcase and
discuss their projects, ideas, and solutions,
which will contribute to the future success of
the industry. ■
on industry, market analysis; macroeconomic assumptions; supply, demand and
trade; and specialty fertilizers. The purpose
of this report is to evaluate each GCC
country separately in terms of product
portfolio. Types of fertilizers discussed
include ammonia, urea, DAP, MAP, and
NPK.
The Digital Opportunity for The GCC
Chemical Industry
This report examines how digitalization
can create value in the petrochemical
industry, especially as the economics of the
industry are changing. The report further
discusses the current state of digital
maturity for the GCC petrochemical
industry, the path forward for GCC players,
and how a holistic digital transformation
across all business areas can yield benefits
for an organization. GPCA and McKinsey
jointly conducted McKinsey’s Digital
Quotient Survey across GPCA member
companies to assess the digital maturity of
chemical producers across strategy,
culture, organization, and capabilities. ■
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NEWS
GPCA HOLDS REGULATORS’ ROUNDTABLE IN BAHRAIN

COLLABORATION: Between the industry and regulators.

G

PCA’s advocacy efforts
in the region are
represented through its
regulators’ roundtable workshops, aimed at minimizing the
gap between the industry and
regulatory bodies. Reaching out
to over 325 regulators across the
GCC, the outreach program has

proved its effectiveness, building
a platform for collaboration
between both sectors.
In its latest 4th edition, the
successful event took place in
Al-Manama, Bahrain on 29
August 2019. Attended by 100
delegates representing regional
regulatory bodies, the latest

updates were shared on the
collaboration between the Gulf
Standardization Organization
(GSO) and GPCA to publish the
Global Harmonized System
(GHS) standard document and
pave its implementation plan.
Also, the Dangerous Goods by
Road Transport (DGRT)
taskforce’s updates to implement
the ADR program across the
region and to engineer a
standard document with the GSO
were presented to the audience.
Feedback from the roundtable
discussion reflected the interest
shown by regulators in supporting both initiatives and the

RELEASE OF NEW ETHYLENE STUDY

E

thylene is one of the most
important petrochemical
building blocks, with the
GCC region a leading producer
globally, representing 16% of
worldwide ethylene output.
The primary objective of a
new report from the GPCA is to
provide a comprehensive
overview of the ethylene market
on a global and regional level
and to address key future trends,
challenges, and opportunities for
ethylene market growth in the
GCC and globally.
The report, entitled ‘Ethylene:
A Litmus Test for the Chemical
Industry,’ begins by addressing
what drives ethylene consumption and provides an overview of
the main end-user industries that
drive ethylene demand. The
report provides recent statistics
on growth forecasts for each of
the end-user industries.
Moreover, the report looks at
the global ethylene market and

www.gpca.org.ae

ETHYLENE:
A LITMUS
TEST FOR
THE
CHEMICAL
INDUSTRY
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the GCC’s position within the
global context.
As global feedstock continues
to evolve, the GPCA provides
the historical and future trends
on the ethylene feedstock mix
on a global level, leading to
valuable insights on this topic.
This is followed by competitive
comparisons of ethylene cash
cost between various regions,
including the GCC, and
identifying cost leaders.
In the next chapter, the focus
is on the GCC’s ethylene
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market, looking at historical,
current, and future dynamics.
Historical drivers of ethylene
capacity expansion are
outlined, looking at current and
future production in the region,
understanding feedstock mix,
and outlining future ethylene
projects planned in the GCC.
Overseas expansions by GCC
producers are investigated,
covering regions where these
investments take place, as well
as providing a list of planned
ethylene crackers by GCC
producers. This is followed by a
study of GCC ethylene demand
by derivative, with vital insights
into past and future trends.
Finally, the outlook and
strategic considerations for GCC
ethylene producers are given,
along with the GPCA’s view on
capabilities required to aid future
growth in the GCC region, new
production technologies, and the
ethylene network in the region. ■

necessity to align efforts to
successfully implement both
standards across the GCC
region.
The GPCA Responsible Care
program is the association’s
flagship initiative aimed at
improving the Environment,
Health, Safety, and Security of
the petrochemicals value chain
across the GCC region. ■

GPCA WELCOMES
NEW MEMBERS
Maersk
www.maersk.com
Supply Chain Academy
www.supplychain-academy.net
Kuwait Chemical House
Company
Website address not available
Westports
www.westportsmalaysia.com
Zagros Petrochemical
Company
www.zpcir.com
Tiba Petro
www.tibapetro.com
International Trader
Publications
www.itpweb.com
Toros Tayseb
www.tayseb.com/tr
Den Hartogh
www.denhartogh.com
Bahri
www.bahri.sa
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About GPCA
The Gulf Petrochemicals and Chemicals Association
(GPCA) represents the downstream hydrocarbon industry
in the Arabian Gulf. Established in 2006, the association
voices the common interests of more than 250 member
companies from the chemical and allied industries,
accounting for over 95% of chemical output in the Arabian
Gulf region.
GPCA provides a Member Care program designed to fit
industry needs through a benefit provision system.
Member Care
• GPCA members will benefit from valuable advocacy
and business services that will help them enhance their
health, safety and environmental performance through
programs that follow international standards.
• As part of membership benefits, our members get
access to research and insights as well as an extensive
industry database to help them grasp the upcoming
opportunities in a new information and knowledge
economy.
• GPCA members get exclusive marketing services as
added benefits, allowing them access to GPCA premium
events at discounted rates and great networking
opportunities during members only meetings, as well
as priority ad placements.
Member Benefits
Advocacy and Business Services
• Advocacy support through GPCA initiatives like
Responsible Care, Gulf SQAS and Industry trade.
• CHEMTREC: Emergency support services - coverage
for all manufactured chemical and petrochemical
products, being transported anywhere in the world

Information and Knowledge Economy
• Access to statistics and market analysis and intelligence.
• Access to potential business contacts and information
• Exclusive access to online reports, publications,
abstracts, white paper and journals.
Marketing Benefits
• Free profiling in the GPCA members’ directory
• Privilege to use the “Member of GPCA unit/ logo”
• Exclusive access to GPCA General Assembly meeting
• Member rates for all the GPCA events
• 50% discount on the digital and print advertising
• Reach a global industry audience through GPCA
listings.
www.gpca.org.ae/membership-benefits

How to become a GPCA member
Complete the membership application form on the GPCA
website: www.gpca.org.ae/how-to-become-a-member.
A GPCA representative will contact you once you have
completed the form to assist you further.
Annual membership fees
Full members:

USD 15,000

Associate members
International producers:
Gulf producers: (100 KTA)
Service providers
Business partners

USD 5,000
USD 5,000
USD 4,000
USD 2,000

Visit our website to view the full member list and detailed
benefits: www.gpca.org.ae/congulf/complete-directory

For further information on the GPCA membership process, please contact: maha@gpca.org.ae

NEWS
3rd GPCA RESPONSIBLE CARE CONFERENCE
CELEBRATES 10 YEARS OF INDUSTRY ACHIEVEMENTS

T

he 3rd Gulf Petrochemicals and
Chemicals Association (GPCA)
Responsible Care Conference in
Jubail celebrated a decade of excellence by
the chemical and petrochemical industry in
the Arabian Gulf and globally in the field of
health, safety, security, and the environment
(EHS&S) since the Responsible Care
program was adopted in the region.
Held under the patronage of H.R.H.
Prince Saud bin Nayef bin Abdulaziz
Al-Saud, Governor of the Eastern Province,
Saudi Arabia, the event on 14-16 October
attracted 350 industry leaders representing
over 70 companies from nine countries.
As the conference patron, H.R.H. Prince
Saud Al-Saud attended the event where he
met with senior officials, while Yousef
Al-Benyan, Vice-Chairman and CEO, SABIC
and Chairman, GPCA, delivered the keynote
address on the morning of the first day.
In a special recognition ceremony, GPCA

RECOGNITION: GPCA honored Responsible Care champions in Jubail.
honored chemical industry pioneers who
have championed Responsible Care, the
exchange of best practices, collaboration,
and the highest levels of transparency at
leading chemical companies in the region,
thus raising EHS&S quality and standards
across the Arabian Gulf. These included H.E.
Mohamed Al-Mady, President, Military
Industries Corporation Saudi Arabia and
ex-Chairman of the GPCA Board; Dr.
Abdulrahman Jawahery, President, GPIC,

IP AWARENESS WORKSHOP
PROTECTING INNOVATION

T

he 5th edition of the Gulf Petrochemicals and Chemicals Association’s
(GPCA) Intellectual Property (IP)
Awareness workshop was hosted by Oman
Oil and Orpic Group on 18-19 September
2019 in Muscat, Oman.
Held under the theme, ‘Protecting your
Innovation through Technological Growth,’
the workshop provided delegates with a
comprehensive understanding of intellectual property (IP) rights and strategies in
an environment of increased focus on
creating growth through successful
innovation.
It also shed light on the technological
evolution of a chemical company from a
licensee to a licensor and how that
impacts companies’ IP strategies at
every stage.
Opening remarks were delivered by Dr.

www.gpca.org.ae

Moayyed Al-Qurtas, Chairman - R&I
Committee, GPCA, while Zayd Alathari,
Senior Manager and Intellectual Property
Counsel, Legal Affairs, SABIC, delivered
an ‘Introduction to the IP journey’.
Industry leaders, international experts,
government officials, and members of
academia converged for two days of
knowledge sharing, networking, and
meaningful discussions about the
importance of IP protection and opportunities to increase collaboration between
the private and public sector.
The workshop concluded with a
presentation by Sheikha Al-Akhzami,
Acting Director, Innovation and Technology Transfer Center, Sultan Qaboos
University, who discussed ‘Technology
transfer at universities and research
institutions.’ ■
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Bahrain and Vice-Chairman, GPCA; Cal
Dooley, President, American Chemistry
Council; Yasser Abdul Rahim Al-Alabbasi,
General Manager Manufacturing; Tahir Jamal
Qadir and Alan Izzard, ex-Directors of the
GPCA RC Department; Maher Al-Dughaim,
Director of EHS at Chemanol, Saud Arabia;
and Albert Biggs, ex-Director of HSE at
Sipchem, Saudi Arabia.
The program covered topics including
process safety, circular economy, regulatory collaboration, models of excellence,
and Responsible Care beyond the fence in
the form of masterclasses, presentations,
and conference sessions.
Dr. Abdulwahab Al-Sadoun, Secretary
General, GPCA, said, “Today we don’t just
celebrate 10 years of health and safety
excellence, we celebrate the people from
the shop floor to the leaders in the highest
levels of power who continue to work day
and night to make our success possible.” ■

2nd GPCA PRODUCT
STEWARDSHIP
SEMINAR IN OMAN
After a successful launch in 2016, the 2nd
edition of GPCA’s Product Stewardship
seminar was held on 20-21 November in
Muscat, Oman.
The seminar introduced a new series of
topics that continue to demand attention.
Senior industry leaders highlighted and
discussed the growing significance of
product stewardship for the chemical
industry regionally and globally, and what
the changing regulatory landscape means
for reinforcement and action. Presentations and discussions were held on the
foundations of product stewardship in
accordance with the latest code of
practice, sharing findings from a
regulatory perspective, and the case for
implementing the Global Harmonization
System in the GCC region. ■
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INTERVIEW
STRATEGIC INTEGRATION, CONSOLIDATION
AND PARTNERSHIPS KEY TO
UNLOCKING INDUSTRY GROWTH

Y

ousef Al-Benyan, Vice Chairman and CEO, SABIC, and Chairman, GPCA, discusses
industry headwinds, consolidation, partnerships, and the opportunities for growth that
will be unlocked through SABIC’s acquisition by Saudi Aramco.

THE WAY FORWARD: Partnerships
have become the differentiating
factor for success.
Insight: How should the GPCA’s member
companies view the macro-trends that
have impacted the chemicals and
petrochemicals industry during the year,
with economic uncertainty, global
recession fears, and the US-China trade
war creating a growing atmosphere of
uncertainty?
Al-Benyan: The chemical industry is facing
a number of headwinds from a slowdown of
the global economy, trade tensions, and
political uncertainties. The reality for any
business is that uncertainty creates more
challenging environments. The petrochemicals industry is right to be cautious.
SABIC is a global chemicals business
and as a consequence we, like others, are
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exposed to global economic trends and
input cost price fluctuations. We address
this by being diversified geographically, as
not all economies move in perfect synchronicity, and by focusing on producing
products that are innovative, value-adding,
and that address secular trends such as
feeding growing populations, electronics,
sustainability, etc.
We are confident about the long-term
prospects of the industry and so we remain
focused on our growth strategy.
Insight: Industry consolidation is a
natural step as GCC countries and
companies evolve their portfolios for
greater efficiencies and competitiveness,
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and SABIC is no exception to this, just
recently receiving regulatory approval
for the merger of its wholly owned
subsidiaries SADAF and PETROKEMYA.
What are the main integration benefits of
this consolidation?
Al-Benyan: The merging of SADAF and
PETROKEMYA is part of SABIC’s strategic
transformation plan to increase the efficiency and competitiveness of its global
operations. Our aim is to create a more
efficient entity that will increase the
optimization of assets and unlock value
from the synergies between the two
companies’ product streams.
The merger follows the successful
Takamol reorganization project for SABIC
Agri-Nutrients and is designed to deliver
similarly effective and streamlined operations, maintenance, and project execution.
The transformation process is being driven
by structural challenges in the global
marketplace, including volatile feedstock
and energy prices as well as increasingly
strong global competition enabled by
industry consolidation.
We are responding by restructuring our
own businesses, driving cost discipline,
customer focus, and increasing growth.
These steps are essential if we are to make
our vision of becoming the world’s preferred
supplier of chemicals into a reality.
Insight: SABIC is, of course, also itself in
the process of being acquired by Saudi
Aramco. You said at the time of the
official announcement in March that the
potential rewards of the deal were clear
and supported SABIC’s vision to be the
preferred world leader in chemicals. Can
you talk about some of the main benefits
that SABIC will gain from Aramco that
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will help it achieve this vision?
Al-Benyan: The move aligns two major
global companies to address fast-growing
petrochemicals, which is expected to be the
fastest-growing sector of oil demand to
2040. We expect the transaction to unlock
growth opportunities and competitiveness.
It enables more effective growth and
competitiveness by complementing the
strengths and capabilities of both companies. Specifically, Saudi Aramco’s crude oil
and gas availability, downstream assets,
technical capabilities, and ability to invest in
and execute growth projects at a very large
scale, with SABIC’s technical capabilities,
petrochemical assets, channels, and
access to market.
Insight: The Annual GPCA Forum’s
theme this year is ‘Winning through
Strategic Partnerships.’ How do you view
the progress that has been made so far
by the GCC petrochemical and chemical
industries in terms of partnership
initiatives, and what is SABIC doing in
this area? What benefits of scale do such
partnerships bring?
Al-Benyan: Integration, consolidation, and
partnership strategies are essential to
sustaining our growth trajectory and
reshaping the future of the petrochemical
industry in the Middle East. Partnerships
are becoming the differentiating factor for
success.
SABIC has a proud history of forming
smart partnerships that support growth,
from our agreement with our Japanese
partners to found Ar Razi in 1976, up to the
recent ground-breaking ceremony for a new
petrochemical joint venture project with
ExxonMobil in the US Gulf Coast.
As we have found, partnerships can
leverage capital and capability sharing.
They can grant access to new technologies,
increased competitiveness, and create new
growth for shareholders.
Insight: Sustainability is a key factor in
every GPCA member company’s business strategy. Can you give some
examples of successful sustainability
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TRANSFORMATION: Efficiency drive
across SABIC’s global operations.

GLOBAL ASSETS: The company’s
petchems plant at Geleen, Netherlands.

initiatives implemented by SABIC and/or
the wider industry that have helped to
shift public opinion, and that help the
GCC evolve towards a circular economy?
Al-Benyan: Sustainability is one of the
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foundational elements of SABIC’s strategy.
As an industry leader we recognize that
initiatives such as the circular economy can
be hugely beneficial for both business and
the environment.
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JUBAIL HUB: SABIC spent several years from 2015
integrating its petchems units into one strategic business.
To build a truly circular economy and
meet the needs of our customers and
consumers, the maximum value of the
plastics waste stream needs to be retained
and reused. We recently introduced
TRUCIRCLE; an initiative that encompasses our circular materials and technologies to enable consumer product
manufacturers to address one of the
planet’s most urgent sustainability challenges – the reduction of mixed plastic
waste.
This year, we also moved our Sustainability department into the Technology and
Innovation function, helping to further
accelerate the adoption and development
of new sustainable and circular products.
Our innovations and collaborations across
our customers and partnerships help make
a difference and contribute to deliver better,
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sustainable solutions the world needs, and
to drive the industry forward, helping build a
better world.
Insight: How quickly are plastics
recycling and plastic waste initiatives
progressing? Will this need to be
accelerated, with public opinion so
strongly focused on the industry?
Al-Benyan: Innovative plastics make
modern life possible, but even the most
beneficial product can be harmful if it is
misused or disposed of improperly. Consumers, governments, and the business
community alike are searching for ways to
address this challenge. The global community of companies that produce and use
plastics can and must be part of the solution.
At SABIC we believe circular polymers
are a key to fulfilling the promise of a
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AL-BENYAN: Circular polymers key to
fulfilling promise of a circular economy.
circular economy.
Our collaborations with our upstream
suppliers and key downstream customers
have opened new possibilities to upcycle
mixed plastic waste back to the original
polymer for packaging applications. This is
an example of the circular economy at
work. ■
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A MERGER OF EQUALS: CAPTURING THE
FULL POTENTIAL OF SIPCHEM AND SAHARA
z

z

Together, we are better equipped to
serve existing and future customers,
increasing our agility towards their needs in
the Kingdom and internationally. This
merger of equals will deliver long-term
value not only for our shareholders, but also
our employees, business partners, and
customers.

SALEH BAHAMDAN: Company has taken an agile
approach to the integration of Sipchem and Sahara.

S

aleh Bahamdan, CEO of Sahara International Petrochemical Company (Sipchem) and a
speaker at the GPCA Annual Forum, talks to Insight about the merger of Sipchem and
Sahara, the progress of integration so far, and what lies ahead for this new petrochemical powerhouse.

Insight: Can you remind our readers
what the main reasons were behind the
idea of the merger?
Bahamdan: The benefits of merging the
operations of Sipchem and Sahara have
always been very clear to the management
teams at both companies. The merger will
create an integrated petrochemical leader in
Saudi Arabia that has a stronger operational, commercial, and financial position,
increasing its ability to capture growth
opportunities, leverage existing capabilities
and ensure sustainable operations.
Benefits include:
z Strengthening portfolio and value chain
presence: the transaction will strengthen
the merged entity’s portfolio and value
chain presence by establishing a broader
product portfolio in the attractive and
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fast-growing C1-C2-C3 segments, as well
as through leveraging complementary
local and global partnerships.
z

z

realize value across the product chain.
Driving efficiency and productivity: the
closely located asset footprint in Jubail
can be utilized to increase efficiency and
productivity to drive synergies.
Creating a platform for growth: the
transaction has created a platform for
future growth, through Sipchem’s
enhanced financial position, complementary product portfolios, access to new
markets as well as new technologies.

Increasing scale and resilience of
operations: the merger created the
second-largest private sector chemicals
company by market capitalization.
Furthermore, resilience of operations is
expected to improve through feedstock
and product diversification which will, in
turn, reduce earnings volatility.
Building on competitive advantages and
capabilities: building on the advantages
and capabilities of the two organizations
will enable the combined group to unlock
synergy potential. For example, Sipchem’s marketing function can be further
leveraged to sell Sahara’s products and
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Insight: Please outline the progress to
date since the combination of Sipchem-Sahara, how the integration process
is proceeding, and the main lessons
learned so far.
Bahamdan: The integration is proceeding
according to plan, with the unification of
both companies largely completed. We are
on track to sustain, change, and grow. We
had appointed BCG early in the process to
plan for integration with an Integration
Steering Committee in place to oversee
integration activities from day one. We also
have a dedicated full-time Integration
Management Office in place and operating
with supporting integration teams.
Being proactive in the process has
helped us with clear and effective decision
making, and transparency with stakeholders. For example, we announced the
structure of our future leadership team
three months prior to commencing the
integration, which meant that key team
members were already involved during the
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integration planning and preparation period.
During this transition, we have learned
several lessons. Focus on business
continuity proved very important and led us
to take certain decisions that maximized our
ability to ensure the continuity of our
business since day one. The integration has
not had any impact on our ability to deliver
on promises made to our customers.
The fact that we took an agile approach
also helped immensely. In some cases, it
was important to take decisions and move
forward, rather than investing a lot of time in
analyzing problems and risking indecision.
We needed to be pragmatic to leverage our
existing capabilities and continue to deliver
on our commitments.
Last but certainly not least, one of the key
takeaways from this transaction was that
people are your most important asset. You
can never overinvest in engaging with your
employees. I believe that one of our core
success factors was effective communication during the integration process.
Insight: When is the full integration
process due for completion? What have
been the biggest successes so far in
realizing the companies’ complementary
capabilities and synergies, improved
operational/cost efficiencies, and
increased scale?
Bahamdan: The integration process is
expected to be fully completed by the first
quarter of 2020. We are putting a lot of effort
into combining the systems which is time-consuming, considering the size of both organizations. There are several important focus areas
and we have prioritized our action plans.
It usually takes time to realize full benefits
of business combinations. In our case, we
have already started to notice the immediate
impacts – we have strengthened our sales
and marketing capabilities and optimized our
costs, by making effective use of our
logistical capabilities and integrating
infrastructure and procurement.
Insight: Please share your thoughts on
the overall goal for Sipchem over the
course of the next 1-2 years. Will that
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ROBUST: Merger will improve
operational resilience.

EFFICIENCY: Transaction will drive
efficiency and productivity.

“You can never overinvest
in engaging with your
employees. I believe that
one of our core success
factors was effective
communication during
the integration process.”
include potential acquisitions and joint
ventures to achieve faster growth?
Bahamdan: For the next couple of years,
our goals will be consistent with the logic of
the merger, which is to build a leading
petrochemical company that is well positioned to capture growth opportunities,
leverage existing capabilities, and ensure
sustainable operations.
We intend to focus on completing the
integration from a people, process, and
systems perspective. I want to strengthen
our operational performance and manufacturing capabilities as well as ensure safety
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and reliability of our operations.
My agenda for this year will focus on:
z Driving a manufacturing focus
z Safety enhancement
z Business excellence
z Performance management/reporting
z Integration delivery
Another important milestone will be the full
delivery of our synergy commitment, which
will, in turn, leverage our complementary
capabilities and infrastructure to deep dive
into the now-expanded asset portfolio to
understand potential opportunities for further
growth and securing sustainability.
Insight: What is your view of today’s
complex market conditions, and the
current emerging macroeconomic
headwinds impacting the worldwide
petrochemical sector?
Bahamdan: We recognize that our feedstock advantage will continue to be
challenged by developments in the US
shale gas industry, which continues to
innovate and search for new competitive
solutions in the manufacturing space.
The vast new supplies of natural gas from
largely untapped shale gas resources are
leading to massive capital investments and
expansion in the US chemical industry.
Petrochemical companies worldwide
have been showing resilient margins,
driven by healthy demand, particularly
from emerging markets. We see more
competition on the horizon as many oil
majors have begun to reinvest in or
reconsider their strategy for
petrochemicals.
Also, we should not forget that the
ongoing trade wars amongst the world’s
largest economies and rising protectionism
may limit growth or create shifts in the flow
of international demand and export outlets
for petrochemical products.
All these challenges serve as a validation of
our efforts to merge Sipchem and Sahara to
strengthen our resilience and position us for
future success in this ever-evolving industry.
At Sipchem we believe our excellence can
exist here, there, and everywhere. We look
forward to sharing this journey with you. ■
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Leaders of Tomorrow is an initiative launched by GPCA which aims to build
the local human capital in the region. Supported by GPCA members, the
initiative falls under advocacy, one of the three pillars of GPCA, which aims
to highlight STEM education and bridge the gap between academia and the
industry. Leaders of Tomorrow is considered the first official collective step
where industry stakeholders collaborate in shaping skills and preparing the
future industry leaders with the required skills set.
The initiative consists of a year round program where GPCA member
companies sponsor students to attend the GPCA yearly conferences. Each
conference caters to the participating students by encompassing an element
of the initiative in the form of a seminar, workshop, roundtable and site visit.
The main goals of these activities are to provide the students opportunities
to learn more about industry trends, give an overview of the skill set that are
required to face new challenges and support member companies with the
local talent acquisition process.
For more information please visit: www.gpca.org.ae/leaders/

INTERVIEW
POSITIVE LONG-TERM OUTLOOK
FOR FERTILIZERS FUELS MA’ADEN’S
PHOSPHATE GROWTH PLANS

D

arren Davis, President and CEO, Ma’aden and a speaker at the Annual GPCA Forum, discusses current challenges facing the worldwide fertilizer industry, the company’s rapid phosphate production growth, and its strategic expansion plans.
PRODUCTION GROWTH: Ma’aden’s phosphate mine and
beneficiation plant at Al Jalamid.

“We are well-placed to
serve the globally growing
need for fertilizer products.”
Darren Davis, President and CEO
Insight: The worldwide fertilizer industry
plays an essential role in helping farmers
to feed the global population. The
agricultural sector is in a period of
transition due to climate change, the
circular economy, new technology, and
changing consumer demand. How can
the fertilizer industry adapt to these
changes and seize the opportunities they
offer?
Davis: Fertilizers play an essential role in
boosting crop output and contributing to
stable food supplies around the world, as
the demand for protein-rich food increases
along with the global population growth. As
such, the fertilizer industry’s most pressing
objective is to rise to the challenge of
significantly increasing its production
capacity. Investments in technology,
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innovation, and operational excellence are
important components of what we are doing
at Ma’aden to meet that demand for growth.
We expect to increase our production
capacity from 6 to 9 million metric tons of
phosphate fertilizers by 2025, once our
USD 6-billion ‘Phosphate 3’ project in
Wa’ad Al Shamal in the North West of Saudi
Arabia—which is under construction—is
complete. This mega-project will further
solidify Ma’aden’s and Saudi Arabia’s
position as a major contributor to global
food security by making the Kingdom the
world’s second-largest fertilizer exporter.
Insight: What are the main challenges
facing the fertilizer industry in the Middle
East? And how are companies such as
Ma’aden meeting them?
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Davis: The challenges facing the regional
fertilizer industry are the same as in other
markets around the world. Demand is
impacted by issues like climate change,
drought, and food security.
Where the regional players such as
Ma’aden can make a difference is creating
higher-quality and sustainable products to
keep up with the growing demand and
ensure long-term growth. This shift will not
only enable regional producers to become
more competitive on the international
market but will also drive demand in their
domestic markets.
Our phosphate business has won global
recognition for the sustained growth in our
market share and for product quality that
offers a very low level of impurities,
protecting the environment and human
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INFRASTRUCTURE SUPERHUB: The integrated
chemical and fertilizer facility at Ras Al Khair.

health. Through continued expansion and
strategic investments, we were able to
achieve record output levels in 2018 and we
are primed for further growth.
Moreover, Ma’aden is fully committed to
sharing best practices and learning with
regional players, an objective the GPCA
has greatly helped to support through its
events.
Insight: Your presentation at the Annual
GPCA Forum focuses on ‘channels for
local and international growth.’ What is
Ma’aden doing to streamline the supply
chains between its production sites and
consuming markets in emerging
economies?
Davis: When I joined Ma’aden in 2012, we
had only just launched our first phosphate
project. Today, we have the world’s
third-largest phosphate business with a
production of 6 million metric tons of
phosphate fertilizers per year.
One thing that sets Ma’aden apart is our
phosphate industry infrastructure in the
Kingdom. Our phosphate downstream
superhub at Ras Al Khair on the east coast
has a major port, facilitating export operations. It is connected directly to our mines in
Wa’ad Al Shamal via a 1,400 km railway,
streamlining phosphate extraction and
conversion into export-ready fertilizer
products for our customers around the
world.
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As I mentioned, our business strategy is
focused on operational, commercial, and
capital excellence. We are exploring new
ways to use technology to increase
productivity, reduce downtime, and
understand processes better and look to

“The long-term outlook
for fertilizers is positive,
with demand expected to
grow at 1.8% CAGR until 2030.
In order to capture this
growth, we are focused on
consolidating our strong
position in South Asia and
increasing our market share
in Africa and South
and Latin America.”
expand our geographical footprint.
Insight: What are Ma’aden’s plans for
international growth through investment
and acquisitions abroad? Which markets
are currently being focused on in
particular, and where does the company
see the most potential for long-term
return on investment?
Davis: Earlier this year, we completed our
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first international acquisition through the
85% share purchase of Mauritius-based
fertilizer distribution group Meridian, as part
of our goal to build global distribution
channels for fertilizer products and increase
our exposure to African markets.
The long-term outlook for fertilizers is
positive, with demand expected to grow at
1.8% CAGR (Compound Annual Growth
Rate) until 2030. In order to capture this
growth, we are focused on consolidating
our strong position in South Asia and
increasing our market share in Africa and
South and Latin America.
I believe that Ma’aden can increase its
market share and meet the demands of
these markets with our diversified phosphate products.
Insight: Ma’aden is engaged in a large
expansion of its phosphates capacity.
What is the significance of this project in
the company’s overall strategy and the
wider Saudi Arabian economy? What
other expansion projects are being
planned or under consideration?
Davis: Ma’aden is leading Saudi Arabia’s
contribution to achieving global food
security in line with the UN’s Sustainable
Development Goals. Our vision is to
become a globally leading player in
phosphate trade.
Our phosphate business consists of three
mega-projects in Saudi Arabia primed to
meet our long-term goals: Ras Al Khair, a
phosphate and bauxite ore superhub;
Wa’ad Al Shamal – the center of the Saudi
phosphate industry; and Phosphate 3,
under construction and which will expand
existing operations in Wa’ad Al Shamal.
Our mega-projects in the sector will play a
pivotal role in the growth of the Saudi mining
industry and in industrial diversification by
providing significant downstream investment
opportunities.
With the Kingdom’s natural phosphate
deposits in the north of the country, access
to sulfur and natural gas for processing, and
proximity to promising markets in South Asia
and East Africa, we are well-placed to serve
the globally growing need for fertilizer
products. ■
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THE FUTURE OF WORK
RETHINKING THE WORKFORCE MODEL
Technological innovation, the impact of advances in digitalization on companies’
workforces, and the sheer pace of change are bringing about a transformation
of business models to cater to the workforce of the future.

D

igital and technological advances are
evolving faster than ever before and
changing how work gets done, who
does the work, and what work looks like,
according to Matthias Thorns, Deputy
Secretary-General at the International
Organization of Employers (IOE).
Thorns will participate in a masterclass at
the Annual GPCA Forum entitled ‘The
future of work: Rethinking the workforce
model for high-performing companies of
tomorrow,’ alongside participants from
Accenture and Borouge.
Technology is today considered to be one
of the most disruptive megatrends alongside climate change, globalization, and
demographic changes, says Thorns.
“Companies need to understand the impact
of these trends and react to them. Questions which arise with regards to the
fast-moving pace of technological change
are particularly related to the skills challenge: How do companies ensure they have
the skills they need? Skilling and reskilling
become fundamentally important in view of
the fact that the half-life of skills nowadays
is 2.5 years to 5 years,” he says. “In most
instances, companies cannot just wait for
governments to act but need to engage by
rolling out training programs and learning
academies for upskilling, hosting digital
deep dives, and so on. The competitiveness of the company rests in its ability to
ensure it has the right skills at the right time
in the right place.”
The impact of technological innovation on
employment is “huge,” says Thorns. This
includes the way companies organize work,
such as working time, location, who will do
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“The workforce is often
more agile than employers
think, and keen to
participate.”
Matthias Thorns, Deputy
Secretary-General, IOE
the work, and monitoring systems; the
employment status of workers; the evolution
and expansion of skills needed by companies; the coverage of workers in new forms
of work by social protection schemes, and
so on, he says. Companies need to fully
engage their workforce in addressing these
issues at company level, he adds.
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According to the findings of a recent IOE
company survey, a determining factor for
companies is the need to engage employees in the transition, rather than “herding
them through it,” says Thorns.
To succeed, employees can be offered
pathways to professional and personal
improvement–and they should be engaged
in the process of change, rather than
merely being informed that change is
coming, he says. “The workforce is often
more agile than employers think, and keen
to participate in skilling and upskilling. A
study from Accenture, for instance, shows
that more than 65% of workers say it is
important to develop their skills to work with
intelligent machines in the next 3-5 years.”
The survey also showed the need to
“shift the mindset to create an IT culture
that promotes more innovative, responsive,
and meaningful consumer and employee
connections, rather than upgrading to new
techniques, sophisticated tools, and
technologies. Thus, the focus would be to
accompany digitalization with programs to
change employee attitudes and not just
technology, while allowing plenty of time to
do so. Mindsets can take years to change
and not just months,” he says.
Some of the challenges are systemic and
need a comprehensive response, such as
the development of education and training
systems that teach the skills needed in the
labor market, and the modernization of
social protection systems to ensure they
cover workers in different forms of work.
According to an Ernst & Young study,
only 29% of employers in the GCC
countries feel that the education system in
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their country prepares students with the
right technical skills for their job, says
Thorns. “Employers’ federations have a key
role to play in the governance of skill-building systems as well as in the modernization
of labor markets,” he says.
The hunt, meanwhile, for fresh talent is
an older problem, according to Thorns.
Digitalization and technological progress,
and the fact that skill demands are evolving
at ever-faster rates have further exacerbated these challenges.
Part of the solution lies in tapping under-represented populations in the labor market, he
says. Workforce-participation gender gaps
remain wide in the GCC region—over 40% in
Kuwait and Qatar, for example. Nationals and
youth are also widely under-represented in the
private sector in GCC countries, with nationals
holding only 13% of digital jobs in Qatar and
5% in the UAE, says Thorns. A study by
PWC’s Ideation Center and LinkedIn estimates
there are 3.9 million inactive young men and
women in the region who are part of the local
talent pool, he says. “However, the challenge is
not only to win talent but to retain it,” he states.
Staff retention is a major concern for GCC
employers. A special focus needs to be given
to millennials, who in particular expect much
more from their employers, says Thorns.
“Millennials regard jobs as opportunities
for growth, maturation, and development.
They want to be part of a management
culture that values the individual and places
an emphasis on acquiring and improving
skills. Moreover, according to Deloitte, over
60% of millennials think that seven months
of tenure means they are loyal. A Deloitte
survey found that 43% of millennials and
61% of Generation Z globally would leave
their current employment for a new
organization within two years. Catering to
the needs of this new workforce, ensuring
they receive the training they need, and the
organizational structure they prefer, will
become increasingly important,” he says.
The aim with regards to the hunt for talent
is to “create a compelling and meaningful
company culture to differentiate the
organization as an employer and appeal to
younger talent,” Thorns concludes. ■
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REALIZING THE VALUE
OF PLASTICS IN A
MORE SUSTAINABLE
FUTURE FOR ALL
Plastics have garnered a lot of negative attention in recent years, as our ocean pollution
crisis reaches catastrophic levels. Dr. Abdulwahab Al-Sadoun, Secretary General at GPCA,
reflects on the way forward for governments, the industry and individuals at a time when
actions must speak louder than words.

A

ccording to the latest UN report, a
staggering 13 million tons of plastic
waste end up in the ocean every
year and by 2050, the Ellen MacArthur
Foundation estimates that there will be more
plastic than fish in the world’s oceans.

Impact of microplastics

Media reports have emerged recently
raising questions about the negative impact
of microplastics on human health.
Microplastics are tiny particles that are less
than 5 millimetres (mm) in length. They
originate from plastic debris as they begin to
break down into smaller pieces and may
enter water streams in the form of microfibres from clothing or microbeads.
The impact of microplastics on human
health has come under increased scrutiny,
with many media outlets warning of the
dangers of ingesting small plastic particles
that enter natural streams and escape into
our drinking water. Earlier last month, the
World Health Organization (WHO) released
an analysis of their current research, which
concluded that microplastics larger than
150 micrometres are not likely to be
absorbed in the human body and uptake of
smaller particles is expected to be limited.
Let’s take a moment to reflect on the
outcomes of the WHO analysis, which we
hope will clarify some of the myths around
the issue and build much-needed awareness among the public. Significant scientific
research is ongoing around the world to
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determine any negative effects from
plastics and additives on human health and
the environment. At the same time, we
support the call from WHO for further
studies to develop a deeper understanding
of microparticles in water and their potential
impact on human health.
Furthermore, future studies should focus
on the potential impact of microplastics
during human ingestion from a variety of
environmental sources including air, water,
and food.
Research has shown that water treatment
can remove up to 90% of microplastics,
with tertiary treatments such as filtration
proving most effective. Therefore, a
concerted effort should be made by water
authorities and bottling companies to zoom
in on such treatments.

Speculation

It’s also important to note that the current
discourse about microplastics and the
subsequent new research released by WHO
drive home a key issue surrounding the
larger debate on plastics, namely that for
decades, speculation—not facts—have
influenced public opinion, helped to inform
government legislation, and even enacted
bans deemed to be detrimental to the
economy, job creation, and business
growth. Time and time again we’ve read
media reports, deprived of any scientific
evidence, that single out plastic as the main
culprit in the waste-management crisis we
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all face today. This has helped to shape a
rather negative image about the material
that lacks balance and fails to address the
real issue at stake, which fundamentally lies
in a lack of awareness about the true
benefits of plastics as a resource that
continues to play a major role in making our
lives safer and more sustainable.
Plastic is a valuable material that is
essential to modern life. Due to its light weight
and anti-rust properties, it has enabled
weight- and, thus, emission reductions from
vehicles and aircraft by up to 30%. It also
reduces fuel consumption by 10%. Plastic
packaging advances sustainability as it helps
to keep food fresher for longer, reducing food
waste by a third globally. Polymers have
excellent insulation properties, which make
them the material of choice for achieving
net-zero-energy green buildings.

Value of plastics not recognized

Despite their sustainable properties, 95% of
plastic packaging material value, which is
equivalent to USD 80–120 billion annually,
is lost to the economy after its first life, while
32% of plastic packaging escapes collection systems. At the same time, the use of
plastics has increased 20-fold in the past
half-century and is expected to double
again in the next 20 years. The core of the
problem lies in the fact that the value of
plastics is not fully recognized after its first
use, and with a rise in plastics production,
waste management infrastructure has not
been able to keep pace. GPCA is keen to
raise awareness about this issue through
intelligent discussions with our industry
peers, government, media, and the wider
public. Plastic can be recycled and given a
new life, thus preserving its value and
preventing its loss and leakage in the
environment.
The move to more sustainable plastic
solutions has seen brand owners make
changes to their packaging, creating an
opportunity for the chemical industry to
work together to find solutions, eliminate
waste, and move towards a circular
economy—an innovative new concept built
on the notion that plastics do not end up in
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“It is our duty as an industry to support the governments in
developing the right policies for environmental protection.”
our oceans and landfills, but rather create
an effective after-use economy.
With this in mind, GPCA alongside some of
its members and value-chain partners formed
the coalition CIRCLE (Coalition of Innovation
in Recycling towards a Closed Loop
Economy) in the UAE in April this year and
signed a pledge with the Ministry of Climate
Change and Environment (MOCCAE) to
develop a circular-economy model to combat
the issue of plastic and packaging waste
pollution by improving collection in the
Emirates.
The initiative is an example of a regional
collaborative effort to address plastic waste
through effective cooperation, innovation, and
informed decision-making among governmental authorities and value chain partners.
Governments in the GCC and around the
world should start to enforce legislation that
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supports the plastics circular economy, to be
a driving force in the efforts to enhance
plastics sustainability, and it is our duty as
an industry to support the governments in
developing the right policies for environmental protection, which are backed by solid
scientific evidence.
Individuals for their part and members of
our society can all take part in protecting our
planet by choosing to use reusable and
recyclable products over single-use items,
irrespective of the material from which they
are made. It’s only through informed
decisions, collaboration, and responsible
behaviour that we can make a difference at
a time when our actions must speak louder
than our words.

Dr. Abdulwahab Al-Sadoun,
Secretary General, GPCA ■
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FEATURE
GCC CHEMICAL SECTOR
THE ECONOMIC IMPACT
Regional and global megatrends are shaping wider growth and diversification,
while also creating new threats and opportunities for the GCC’s chemical industry

T

he chemical sector in the GCC region
creates huge value for all the Gulf
economies, with regional and global
megatrends shaping wider growth and
encouraging diversification strategies, while
also creating both new threats and
opportunities.
Hamilton Galloway, head of consultancy/
Americas at Oxford Economics and Scott
Livermore, managing director/macroconsulting at Oxford Economics are both
participating in the ‘Economic Impact
Assessment of the GCC chemical industry’
masterclass session on day zero at the
Annual GPCA Forum.
According to Galloway and Livermore,
Oxford Economics has identified five key
global megatrends that will provide
threats and opportunities to the GCC
chemical industry:
z Diversification of the GCC economies
away from oil—this is focused on sectors
such as tourism, as well as oil-related
sectors such as chemicals. Rising
competitive pressures will provide
impetus for diversification in the Middle
East, with the GCC chemical industry
expected to move further down the
supply chain and away from its focus on
basic chemicals. This is, for example,
emphasized in Saudi Arabia’s 2030
Vision goals.
z The US shale gas boom led to a near
five-fold increase in chemical-related
construction between 2010-2015, and
levels have picked up further recently as
chemical firms continue to take advantage of lower feedstock costs. With US
production expected to increase considerably over the next five years as new
plants open, the chemical industry in the
GCC will face increased competition in its
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traditional export markets.
Rising middle classes and a shift to a
consumer-driven economy in China are
key opportunities for the GCC chemical
industry, as it attempts to produce higher
value-added chemical products. With an
additional 100 million Chinese households set to be earning more than USD
35,000 by 2025, GCC chemical firms can
position themselves to capture a larger
share of this market.
Feedstock will be the largest growing source
of oil demand—driven by rising plastics
usage, according to a recent IEA analysis.
While the GCC chemical industry could
benefit from this, mounting environmental
concerns around plastics usage may
dampen demand more than anticipated.
GCC countries are getting serious about
sustainability. UAE Vision 2021 includes
targets on waste treatment, renewable
energy, and water recycling, while Saudi
Vision 2030 seeks to increase the
efficiency of waste management and
establish comprehensive recycling
projects. GCC chemical firms appear to
be making ground in adjusting towards a
circular economy.

USD 81.6-billion contribution in Gulf

In 2018, the chemical industry’s economic
impact in the Gulf region was substantial,
according to Oxford Economics. “We
estimate its total annual contribution to
regional GDP was USD 81.6 billion,
sustained through a combination of its
direct, indirect (supply chain), and induced
(wage-related) economic channels. This
total impact, which exceeds the annual GDP
of Doha, equates to almost 5% of the
region’s total GDP in 2018,” says Galloway.
The GCC chemical industry supported a
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total of 620,000 jobs, both directly and
through its “multiplier channels,” in 2018, he
says. This is larger than the population of
Manama, the largest city in Bahrain.
The Gulf region’s chemical sector invested
an estimated USD 488 million in research
and development in 2018, according to
Oxford Economics. R&D spending generates long-term benefits: the chemical
sector’s research boosts the region’s
economy through the development of new
technology, processes, and products that
enhance efficiency and productivity.

Economic impact on every sector

Every sector of the Gulf economy benefits
from the existence of the chemical industry,
says Livermore. “When all channels of impact
are accounted for, manufacturing generates
the largest proportion of the industry’s total
annual GDP contribution (USD 49.9 billion),
followed by mining and quarrying (including
oil and gas extraction), and wholesale and
retail trade, which respectively generate USD
13.9 billion and USD 6.6 billion. The remainder of this economic impact is spread across
the rest of the economy, with financial
services and transportation also playing
important roles,” he says.
According to Oxford Economics’ forecast
model, the overall economic outlook for the
six GCC countries is as follows:
z UAE: While the non-oil economy lost
momentum through 2019, there are
reasons to be positive. Expo 2020 is
expected to boost non-oil activities by as
much as 1.5% of UAE’s GDP. Policy is
also supportive: both Abu Dhabi and
Dubai are implementing fiscal packages,
while the recent interest rate cut by the
US Federal Reserve should support
private sector credit growth, it says.
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Saudi Arabia: Steep oil production cuts
and a modest acceleration in the non-oil
sector will see GDP growth slow to 0.5%
this year from 2.4% in 2018. Saudi Arabia
is aggressively pursuing a diversification
strategy encapsulated in Vision 2030:
budget spending will be complemented
by the private sector stimulus announced
in late 2017. This will support non-oil
growth in the short- and medium-term,
but whether it can make inroads into the
stubbornly high unemployment rate
remains to be seen.
Qatar: Oxford Economics is maintaining
its below-consensus GDP growth
forecasts for Qatar at 1.3% for 2019 and
2.5% in 2020, as the blockade continues
to hurt its economy. The pace of growth
should improve in the medium term, amid
ongoing investment ahead of World Cup
2022 and a ramp-up in gas production.
Kuwait: GDP growth, much influenced by
OPEC+ production agreements, is
expected to pick up next year when the
current oil production agreements expire.
Kuwait has made efforts to implement
reforms and has risen in the latest World
Bank Doing Business ranking, but further
structural and institutional reform is
needed to encourage diversification and
modernization and support non-oil growth.
Oman: Amid continued oil output
constraints, forecasts for Oman’s GDP
growth are only 1.3% this year and 1.7%
in 2020, with the outlook for its non-oil
sector also looking far from promising.
Tourism is the bright spot, showing a
significantly higher number of visitors
than last year, aided by the opening of
the new Muscat airport terminal in 2018.
But domestic demand remains under
pressure, with the real estate market
facing persistent headwinds.
Bahrain: GDP growth is forecast to slow
from 1.8% last year to 1.6% this year (the
lowest for almost 25 years), weighed down
by multi-year fiscal consolidation measures
aimed at addressing wide and persistent
government deficits—and with only a
modest contribution from the oil sector.
Globally, the US-China trade war and
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The GCC chemical industry’s economic footprint across the region,
by channel of impact, 2018
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The GCC chemical industry’s total GDP contribution by industry, 2018, USD billion1

Mining and quarring, 13.9
Trade, repair,
hotel &
restaurants,
6.6

Financial intermediation,
real estate, business
activities, 5.3

Other,
2.4

Educ, health,
1.3

Manufacturing, 49.9
1) This includes all three channels of impact, direct indirect and induced. Source: Oxford Economics

concerns about a worldwide recession are
key concerns highlighted by Oxford Economics’ recent Global Risk Survey. But the
chemical sector provides goods to a range of
sectors further down the supply chain, and
some of these are impacted by factors that
GCC-based firms should keep in mind.
“The global auto market, a key consumer of chemicals, is currently suffering
its worst slump since the global financial
crisis. In part this reflects reduced buyer
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confidence, disruptions in Europe and
China from new emission standards, and
profitability pressures as manufacturers
gear up for new technologies.
“However, the auto market’s weakness
also reflects lower demand growth following
several years of new car sales outpacing
consumer spending, as cheap financing (e.g.
in the US) and government tax cuts (e.g. in
China from 2016 to 2018) encouraged new
vehicle purchases,” says Livermore. ■
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Waste Free Environment (WFE) is an annual
environmental and educational initiative that
falls under GPCA’s broader advocacy pillar. The
campaign aims to promote responsible litter
disposal and educate youth on waste
management and consumption. Since its
inception in 2013 and with the support of GPCA
members, the campaign evolved into a global
educational awareness and community
campaign taking place in 10 countries across
five continents: Europe, Asia, North America,
Australia and Africa.
Between 2018 and 2019, the campaign was held
in 13 countries, 20 cities with a total of 18,824
participants across the globe engaging in
educational visits, community events,
walkathons, office and school activities,
clean-ups and competitions.
In 2016, the campaign was awarded “Best CSR
Initiative of the Year” at the ITP Oil and Gas and
Refining and Petrochemical Awards, Middle
East.
For more information visit
www.wastefreeenvironment.com

For WFE sponsorship opportunities or participation, get in touch with aastha@gpca.org.ae

FEATURE
SAUDI ARAMCO IPO VALUES COMPANY
AT USD 1.62-1.72 TRILLION
Company is planning to list a 1.5% stake on Tadawul stock exchange at SR30-32/share

S

audi Aramco said on 17 November
that it would list a 1.5% stake, or 3
billion shares, on the Tadawul (Riyadh)
stock exchange in its initial public offering
(IPO). The Saudi government set the IPO
price range at 30–32 Saudi riyal per share,
valuing the IPO at SR90–96 billion (USD
24.3–25.9 billion) and giving the whole
company a market value of between USD
1.62 trillion and USD 1.72 trillion. This is
below the USD 2 trillion for which Crown
Prince Mohammed bin Salman was originally
hoping and reportedly just below the midpoint
of the range of values given by 16 banks
involved in or commenting on the listing. The
range is said to run from USD 1.1 trillion up to
USD 2.5 trillion, with a midpoint of USD 1.75
trillion. The final price of the shares will be
determined on 5 December.
At the top end of the range, the IPO
would be just larger than that of the
Chinese e-commerce giant Alibaba’s record
USD 25-billion New York stock market
debut in 2014. At the bottom end, it would
be just below it. Aramco has not yet named
any cornerstone investors in the deal or
formally disclosed the listing date. According to local reports, the shares could begin
trading on 11 December.
Saudi officials have reportedly been
disappointed by the lukewarm reception
given to the IPO by many foreign institutions, especially in western and other
industrialized countries. The listing was
reportedly pared back to 1.5% from the
much-touted 2% or more level originally
expected, because of poor international
demand. The Financial Times reported on
17 November that Aramco had canceled
plans for IPO roadshows in the US,
Canada, Europe, and Japan, and would
market the issue only in Saudi Arabia, the
UAE, Bahrain, Kuwait, and Oman. Saudi
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NASSER: “Saudi Aramco’s vision is to be the world’s preeminent integrated energy and chemicals company, providing
shareholders with long-term value creation.”

officials have been told by their advisers
that the bottom end of the price range is still
higher than most investors outside the
Middle East are willing to pay.
However, despite doubts outside the
Middle East, the IPO is expected to be a
huge hit among Saudi individual investors
who are being offered up to 0.5% of the
company. In fact, the size of the IPO could
be even bigger if there is enough demand
to activate a 15% “greenshoe” over-allotment option.
Retail investors had until 28 November
to sign up for the IPO, with institutional
investors able to subscribe up until 4
December. Riyadh was chosen for the
listing after initial hopes for a 5% IPO on
domestic and international bourses were
dashed amid a debate over valuation and
the appropriate venue for a foreign listing.
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London, New York, and Tokyo were all
considered. Plans for an international
placing are now officially on hold. Analysts
note, however, that Saudi Arabia could still
use more Aramco bond issues or the
option, clearly stated in the IPO prospectus,
of selling tranches of Aramco shares to
foreign governments or government-owned
entities, to raise additional funds from
Aramco.
The day on which the Aramco launch
price will be finally determined, 5 December, is also the date of the start of an OPEC
meeting in Vienna, at which cartel members
are expected to consider possible cuts in oil
production. Analysts say the Saudi
approach at this meeting will be an indicator
of how Aramco will be managed as a
publicly listed, rather than government-owned, company. Saudi Arabia is
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IN DEMAND: The final price of Aramco’s shares will be determined on 5 December.

estimated to need a Brent crude price of
USD 80–84/bbl to balance its budget and
staunch the continuing drain on its foreign
currency reserves.
Saudi Aramco’s 658-page IPO prospectus was published on 9 November. The
prospectus states that the Saudi government will be subject to a statutory lockup
period that prevents it disposing of any
more shares for six months after the listing.
Aramco itself will also be unable to issue
any shares during this period. There is also
a contractual lockup clause in the underwriting agreement that prevents any more
share sales by the government or the
company for 12 months. The government,
however, retains the right to sell shares to
any foreign government, or government-related entities, and foreign strategic investors affiliated with a foreign government
during this period.
Aramco has said that the IPO timetable
was delayed because the company began
a process to acquire a 70% stake in Sabic,
as part of its plan to expand downstream.
The government and its advisers and
Aramco itself have held talks with Arabian
Gulf, Asian, and other sovereign wealth
funds and wealthy Saudi individuals to
secure cornerstone investors for the IPO.
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The Russia-China Investment Fund is
working to attract Chinese investors for the
planned IPO, according to the Russian
Direct Investment sovereign wealth fund.
Russia Direct says it will not make a
significant investment.
Chinese government-related entities,
including Sinopec, are reportedly considering investing up to USD 10 billion in the
issue. However, Tsutomu Sugimori,
president of JXTG Holdings, the largest
Japanese refiner, said recently that
Japanese companies were unlikely to invest
because of transparency concerns. The
Canadian Pension Plan Investment Board
(CPPIB), a crown corporation, and Norway’s
sovereign wealth fund have also stated they
will not participate.
According to the prospectus, risks for
investors include potential terrorist
attacks and the potential for encountering antitrust legislation, as well as the
right of the Saudi government to decide
maximum crude output and direct
Aramco to carry out projects outside its
core business. Aramco’s facilities were
hit by drone attacks on 14 September,
which temporarily knocked out 50% of its
and 5% of global oil production.
The prospectus notes that worldwide oil
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demand may peak within the next 20 years,
which suggests a change of opinion in the
kingdom, which has formerly dismissed the
notion. In support of this view, the prospectus cites an IHS Markit report that forecasts
demand for crude oil, condensate, and
NGLs to peak in 2035 before leveling off
and then declining after 2040.
Meanwhile, in another move designed to
enhance Aramco’s attractions, the Saudi
government has amended the fiscal regime
under which the company operates. As of 1
January 2020, the royalty rate on Aramco’s
oil and condensate production has been
reduced to 15% from 20% on a Brent crude
price of up to USD 70/bbl. However, the
marginal royalty on prices of USD 70–100/
bbl has been increased from 40% to 45%
and on prices above USD 100/bbl, from
50% to 80%.

Reduced downstream tax rate

The government has also reduced the tax
rate on Aramco’s downstream business
from a 50–85% tiered range to the
general Saudi corporate tax rate of 20%,
on condition that Aramco consolidates its
downstream business under a separate,
wholly owned subsidiary by the end of
2024. In addition, the period for which the
company will not be obliged to pay
royalties on condensate production has
been extended for 10 years after 1
January 2023.
Announcing the IPO on 3 November,
Aramco CEO Amin Nasser said, “Saudi
Aramco’s vision is to be the world’s
preeminent integrated energy and chemicals company. Over the last three years, we
were responsible for one in every eight
barrels of crude oil produced globally and
our proved liquids reserves, at the end of
2018, were five times larger than the
combined liquid reserves of the five major
IOCs …. Our mission is to provide our
shareholders with long-term value creation
through crude oil price cycles by maintaining our preeminence in oil and gas
production, capturing additional value
across the hydrocarbon value chain, and
profitably growing our portfolio.” ■
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Adnoc in strategic partnerships
drive focused on Asia
The Abu Dhabi National Oil Co. (ADNOC) has formed significant new strategic partnerships
and made substantial investments as it continues to implement its 2030 growth strategy.
EXPANSION: ADNOC is focused on strategically
expanding its downstream business both
domestically and internationally.

A

DNOC has recently embarked on
several significant expansions of its
downstream business, domestically
as well as internationally, including plans to
grow its refining capabilities and petrochemical production. It is focused particularly on
market expansion in China and the rest of
Asia, where demand for petchems and
plastics is forecast to double by 2040,
according to IHS Markit.
At the center of ADNOC’s downstream
strategy is a USD 45-billion investment plan
aimed at creating the world’s largest
integrated refining and petchem complex at
Ruwais, Abu Dhabi, which will triple its
production of petchems to 14.4 million
metric tons/year (MMt/y) by 2025.
ADNOC is also focused on diversifying
its product portfolio and expanding its
international activities as it “optimizes its
performance and stretches the dollar from
every barrel of oil it produces,” the company
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stated earlier this year.
That statement was made at the signing
in July of a strategic framework agreement
with China National Offshore Oil Corp.
(CNOOC) covering the upstream and
downstream sectors. The companies
agreed to analyze a potential partnership to
develop integrated refining and petchem
assets in China; cooperate in CNOOC’s
existing refining assets; and pursue a
broader partnership and joint investment
across the downstream value chain.
ADNOC followed the agreement days
later with the signing of a partnership
framework agreement with Wanhua
Chemical Group to explore opportunities in
the downstream sector through joint
ventures (JVs) in the UAE and China. The
JV in the UAE would focus on producing
petchem derivatives at Adnoc’s complex at
Ruwais.
The China JV, meanwhile, would explore
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investment opportunities in the production
of petchems and derivatives at Wanhua’s
Yantai, China, complex. The JVs would
enable increased feedstock supplies from
ADNOC to Wanhua, the companies said.
ADNOC also signed a broad framework
agreement in November with Rongsheng
Petrochemical to explore domestic and
international growth opportunities that will
support ADNOC’s 2030 growth strategy.
The companies will explore opportunities
to increase the volume and range of refined
product sales from ADNOC to Rongsheng,
as well as ADNOC’s participation as
Rongsheng’s strategic partner in refinery
and petrochemical opportunities. This could
include an investment in Rongsheng’s
planned production complex at Zhoushan,
China, they said. Rongsheng will also
explore potential investments in ADNOC’s
downstream industrial ecosystem at
Ruwais, and the potential for ADNOC to
supply liquefied natural gas (LNG) to
Rongsheng for use in China.
Rongsheng’s investment at Zhoushan is
through Zhejiang Petroleum & Chemical
Co. (ZPC). ZPC is building a 1.4-MMt/y
steam cracker, 5.2-MMt/y aromatics
complex, and 400,000-b/d refinery.
Construction is due for completion in 2020.
Rongsheng has a 51% stake in the project
and Saudi Aramco holds a 9% share.
Outside China, ADNOC signed a
strategic framework agreement in July with
Indonesia’s PT Pertamina to evaluate
collaboration opportunities in the upstream,
midstream, and downstream sectors. The
scope of projects under consideration
includes refining and petrochemicals, LNG,
and liquefied petroleum gas. Specific
options for key collaboration areas are
expected to be put forward for agreement
by the end of this year. ■
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Crude oil-to-chemicals: a gamechanger
for the chemical industry
Because of its sheer scale and the volume of products that can potentially
be produced, crude oil-to-chemicals (COTC) technology could be one of the
most important trends ever to impact the global chemical industry.
Mark Thomas, Chemical Week

including how COTC could disrupt markets
and trade flows; be cost-competitive
against existing producers; the various
possible configurations, products, and
levels of capital expenditure; and how
existing producers could mitigate the risk
posed by these new technologies. Taking
part are: Richard Charlesworth, executive
director/oil, midstream, downstream, and
chemicals at IHS Markit; Ahmed Al-Khowaiter, chief technology officer at Saudi
Aramco; Dr. Fahad Al-Khodairi, corporate
fellow/polymer specialty technology and
innovation at SABIC; and Juhan Roberts,
vice president/basic chemicals at ExxonMobil Chemical.
For COTC projects to be successful, the
technology and configuration choices to
ensure operational reliability and availability
are critical, according to IHS Markit’s latest
Process Economic Program (PEP) analysis.
Finding an outlet for the large amount of
chemicals produced is also a critical
competitive factor.
Several projects are currently following a
path of configuring a refinery to produce
maximum volumes of chemicals, instead of
transportation fuels as in a conventional

C

OTC technology could more than
double the profitability derived from a
single barrel of crude oil, according
to recent scenario analysis from IHS Markit.
The results of the study, released earlier
this year, significantly exceeded expectations, according to Don Bari, vice president/
chemical technology at IHS Markit. “While
the technology is still new, in my 40 years in
the industry, I haven’t witnessed any
technology that has the potential to unlock
such value and truly revolutionize the
refining and chemical industries as this
COTC technology. At the same time, it does
so in a manner that is less carbon-intensive,” he said.
The technology is already having a
significant impact on the chemical industry.
One COTC plant began operating in China
earlier this year, with others following close
behind, also in China and in Brunei, and
front-end engineering and design under
way by a joint venture (JV) between Saudi
Aramco and SABIC for another in Saudi
Arabia that could start up by 2025.
A masterclass on day zero of the Annual
GPCA Forum will focus on aspects

refinery. Four are by Chinese companies in
China and Brunei, with the fifth being the
Aramco-SABIC JV at Yanbu, Saudi Arabia.
All these refinery-based COTC projects will
be able to convert 40–60% per barrel of oil
to chemicals, says IHS Markit.
The plant already operating is Hengli
Petrochemical’s COTC refinery-para-xylene
complex at Dalian, China. Hengli
announced in May that it had achieved
full-line trial production. The complex is
expected to produce 4.34 MMt/y of
p-xylene, in addition to 3.9 MMt/y of other
chemicals. The total chemical conversion
per barrel of oil is estimated to be 42%.
The first phase of Zhejiang Petroleum
and Chemical’s COTC refinery-p-xylene
project in Zhejiang Province, China, is close
to completion with several units in initial trial
operation. Full operation is expected before
the end of this year, with Phase 1 expected
to produce 4.0 MMt/y of p-xylene, 1.5
MMt/y of benzene, 1.4 MMt/y of ethylene,
and other downstream petrochemicals. The
total chemical conversion per barrel of oil is
about 45%. Phase 2 of the project is also
underway and when complete will be of a
similar scale to Phase 1 but including two

COTC projects update
Project

Refinery capacity P-Xylene capacity
(MMTPA)
(MMTPA)

Olefin capacity
(MMTPA)

Estimated chemical
conversion/bbl of oil (%)

Estimated investment
(USD Bn)

Start of
operations

Hengli Petrochemical

20

4.3

1.5

42

11.4

Q2 2019

Zhejiang Petroleum and Chemical Phase 1

20

4

1.4

45

12

Q4 2019

Hengyi (Brunei) PMB

8

1.5

0.5

>40

Zhejiang Petroleum and Chemical Phase 2

20

4.8

1.2

50

3.45
12

2020
2021

Shenghong Refinery and Integrated Petchem

16

2.8

1.1

60

11

Q2 2021

Aramco/SABIC JV - Yanbu

20

0

3

45

20

2025-26

Source: IHS Markit
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Maximizing chemicals from crude

Aramco and SABIC’s Yanbu project is being
driven by Aramco’s push to better monetize
its oil assets. With the forecast gradual
slowdown and eventual decline of fuel
demand by 2030–35, Aramco has a strong
incentive to convert a higher percentage per
barrel of oil to higher-value chemicals,
especially light olefins production.
Aramco’s Al-Khowaiter stated earlier this
year that “maximizing the output of
high-value chemicals products from our
future crude-oil processing projects is one
of the key objectives in our downstream
technology strategy.”
At Yanbu the companies aim to refine 20
MMt/y of light crude to produce 9 MMt/y of
chemicals including 3.3 MMt/y of ethylene.
The COTC project, if it does proceed to
sanction, will add the equivalent in terms of
ethylene capacity of two world-scale steam
crackers. The plant is expected to be
operational within 7-8 years, though it will
initially only utilize part of its capability to
convert the crude using dual cracker trains,
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Crude oil to chemicals doubles potential net margins of top quartile
Eurasian refineries
15.0
Crude oil to chemicals net margin
Net margin, $/bbl

world-scale steam crackers compared with
one for the first phase. The total chemical
conversion is forecast to then rise to 50%.
Hengyi Industries’ PMB project in Brunei
is expected to start up COTC plants in
2020. When it does, the three plants
combined will add 9.8 MMt/y of p-xylene
capacity, as well as 3.4 MMt/y of ethylene.
Scheduled to follow in 2021 is Shenghong Petrochemical Group’s refining and
petchem facility in Jiangsu Province, China,
with a planned oil refining capacity of 16
MMt/y, with 2.8 MMt/y of p-xylene and 1.1
MMt/y of ethylene capacity.
The unprecedented scale of these plants
will change the industry’s structure, said
Sanjay Sharma, vice president/Middle East
and India at IHS Markit, speaking at IHS
Markit’s recent 7th Annual Asia Chemical
Conference held in Singapore. China’s
crude-to-p-xylene plants will allow some
polyethylene terephthalate and polyester
producers to integrate backward and further
blur the line between refiners and petchem
producers, he said.
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according to IHS Markit’s Europe/Middle
East Light Olefins Monthly Report.
Abdulrahman Al-Fageeh, SABIC
executive vice president/petrochemicals,
spoke to Chemical Week about the
project’s progress at the recent K 2019
plastics fair in Düsseldorf, Germany.
Fageeh said the potential project forms part
of SABIC’s ambitions for global growth,
wherever it can find advantaged feedstocks. “All these projects, including the
COTC, during the design and development
phase, go through a gating procedure until
a final investment decision is made. During
that time, we will look at all the economics
and some of the projects go ahead and
others get refined. The COTC project would
employ unique and complex technology.
This is the first time that we are developing
a petrochemicals project based on this
process and the technologies need to be
demonstrated and evaluated,” he said. He
added that “nothing is going to change until
we go through a [final] gate, and when we
reach that gate and make the proper
analysis for the economics, we can either
move or rescope the project, or do something else with it.”
Aramco is currently working with its
technology partners to develop at least
three new technologies using differing
processes aimed at converting up to 80%
per barrel of oil to basic chemicals and
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petchems. If its collaboration with companies such as McDermott, Chevron Lummus
Global, CB&I, TechnipFMC, and Axens—in
combination with its own proprietary
technologies—achieves this, a COTC plant
receiving 20 MMt/y of oil could produce up
to 16 MMt/y of chemicals, says IHS Markit.
Whereas a world-scale, integrated
refining and petrochemical facility typically
earns about $8.50/bbl of oil, a facility
employing Aramco’s COTC design could
achieve plant net margins of approximately
$17/bbl, according to Bari and PEP study
co-author Michael Arné, executive director/
emerging technologies research.
“This process is both transformative in
terms of its potential, and timely, as refiners
face declining future demand for gasoline
and fuel production due to carbon emission
mandates, greater vehicle fuel efficiency,
and an increasing penetration of electric
vehicles,” said Bari. “The objective is to
shift the product slate derived from a barrel
of oil to a range of 60% to 80% chemical
production and nonfuel products, up from
the traditional range of 10% to 15% or so, in
order to significantly increase the value of
crude oil reserves and provide demand
security in Aramco’s case. This transformative COTC technology goes beyond even
the most highly integrated sites today that
are pushing 30-40% chemicals production
with traditional approaches,” Bari said. ■
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PROGRESS
THROUGH
PARTNERSHIP
& LEADERSHIP
The first Middle Eastern company to benefit from USbased shale gas, we are part of Kuwait’s first international
joint venture (DOW & PIC), and the first Kuwaiti
petrochemical company to establish and complete an
industrial complex in the United States.
Through our best business and operational practices,
EQUATE Group has progressed globally in various
fields, including but not limited to superior customer
service, global safety records and a global commitment
to sustainability. EQUATE continues to make progress
through leadership and partnership.

www.equate.com

@EQUATEofficial

