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Welcome to this year’s first 
edition of GPCA’s quarterly 
publication Insight. In this 
issue, we provide the latest 
updates from the associa-
tion, including the launch of 
GPCA’s Members Dialogue 
series, progress in Operation 
Clean Sweep®, the start of 
a new plastics awareness 
campaign and the release of 
new reports and publications 
this year. 

We also highlight some of the key trends and developments that 
have shaped the chemical industry in the region in the last quarter 
and focus on the important future priorities for senior industry 
leaders in the region and globally. Among the themes covered in 
the publication are the energy transition, a trend that rapidly 
accelerated over the last year and gaining enormous traction 
at petrochemical companies in the region. We explore the role 
of digital analytics projects and how they can deliver positive 
results. 

On the topic of digital, this edition looks at the capabilities needed 
for petrochemical players to stay ahead of the game in a post-
COVID-19 environment. It further highlights the challenges and 
opportunities on the Chinese market and explains why China will 
lead growth in 2021’s outlook. Lastly, but importantly, we highlight 
Qatar’s upstream expansions and the opportunities they will 
create for the petrochemical sector in the Arabian Gulf.

This edition of Insight provides an exclusive opportunity to 
hear from leading regional and global CEOs on their plans and 
ambition for the future, but also understand their response to the 
COVID pandemic and the unprecedented challenges it created 
for companies over the last 12 months. One of the key interviews 
this month is with Yousef Al-Benyan, Vice Chairman and CEO, 
SABIC, and Chairman, GPCA, who discusses the company’s 
strategy for growth in a post COVID era, his plans for the Asian 
market, and what Saudi Aramco’s acquisition will mean for 
SABIC. 

Bringing in a global perspective is Dr. Ilham Kadri, CEO and 
Chairman of the Executive Committee, Solvay, as she discusses 
the intersection between COVID and sustainability, and how the 
pandemic redefined the meaning of value creation altogether. In 
his first interview for Insight, Dr. Faisal Al-Faqeer, CEO, Sadara, 
highlights his companies’ continuous commitment to sustainabil-
ity through various programs and initiatives and the recognition it 
has received in recent years. 

I hope you enjoy reading this edition and do get in touch with your 
feedback and recommendations.

Dr. Abdulwahab Al Sadoun
Secretary General,
Gulf Petrochemicals and Chemicals Association
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GPCA’s annual Facts and Figures report 
highlighted the impact of the coronavirus 
pandemic on the chemical and petrochemical 
industry in the Arabian Gulf in 2020. Accord-
ing to the report, the GCC chemical industry 
grew by 1.5% in 2020, below the historical 
average, due to the challenging environment 
and slower capacity additions. Capacity 
utilization was estimated at 93%, suggesting 
a healthy state of the industry. 

GCC chemical revenue and profitability were 
already challenged in 2019, ahead of further 
headwinds the following year. 2020 brought 
unprecedented challenges to the chemical 
markets driven by the COVID-19 pandemic, 

including an oil price collapse, supply chain 
disruptions, and a gloomy economic outlook, 
highlighted the report. It added that corporate 
sales are expected to decline by 20% to 24% 
in 2020 reaching about USD 52 billion, levels 
seen more than a decade ago.

The GCC chemical industry contributed 
2.9% to regional GDP in 2019 and supported 
588,200 direct, indirect, and induced jobs. 
With 2020 marred by the COVID-19 pan-
demic and economic recession, global trade 
across many industries has experienced even 
stronger deceleration than in the previous 
year. On a global level this is set to be the 
most influential period since World War 2, the 

report found. GCC chemical export volume is 
estimated to have declined by 15%-20% in 
2020 due to significant demand disruptions 
from end-user industries and markets.

GPCA also notes that despite considerable 
reductions in global investments, there are 
about USD 71 billion of planned and commit-
ted investments for 2020-2024 by the GCC 
chemical industry. However, it remains to be 
seen whether petrochemical companies in 
the region will bring additional capacity on 
stream before demand for chemical products 
completely recovers. 

GPCA has joined peer associations to 
develop a position paper which highlights 
the importance of a modernized and fully 
functioning World Trade Organization (WTO) 
and provides a list of recommendations in 
several key areas.

Since it was founded in 1995, the WTO has 
played a vital role to ensure that trade flows 
as smoothly, predictably, and freely as possi-
ble. As members of the WTO, the GCC states 
are fully invested in ensuring its success.

One of the key areas that the regional down-
stream hydrocarbon industry is supporting 
– and prioritizing – is a multilateral approach 

to trade. However, the WTO faces challenges 
in achieving multilateral commitments from its 
members on further trade liberalization and 
emerging trade rules. To progress forward, 
the chemical industry needs an enabling legal 
framework, and free access to global mar-
kets, which means the removal of tariff and 
non-tariff barriers. 

Furthermore, with the ongoing outbreak of 
the COVID-19 pandemic, countries have 
moved towards deglobalization strategies to 
protect the interests of their local businesses 
and economies. Several WTO members and 
the private sectors are pressing for necessary 

reforms to restore certainty, progress, and 
leadership in the WTO.

GPCA offers recommendations for WTO 
modernization in the following areas: process 
(reform) and substance (negotiations); regu-
latory cooperation on chemical substances 
to prevent barriers to trade; trade agendas to 
support sustainability; improved transparency, 
and effective enforcement of commitments.

The position paper was developed with 
the support of GPCA’s International Trade 
Committee (ITC) and is due to be published in 
both Arabic and English language. 

GPCA NEWS

GPCA report highlights 
COVID-19 impact on GCC 
chemical industry

GPCA position paper 
discusses need for WTO 
modernization 
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The first series of GPCA’s Members Dialogue 
‘Leading in the new reality’ concluded in 
March with the last session on digitalization, 
attracting great interest from attendees. 
The session which took place on 3 March 
addressed the topic ‘Leveraging technolo-
gy post crisis: The compass to guide new 
growth’. It attracted 32 senior industry leaders 
from 19 GPCA member companies. Partici-
pants exchanged knowledge with one anoth-
er about the opportunities and challenges re-
lated to technology and digitalization prior and 
during COVID, and learned about SABIC’s 
digitalization journey led by Murhaf AlMadani, 
VP Corporate Digitalization Program, (SABIC), 
who was a speaker at the members event.

The series, organized in collaboration with 
Boston Consulting Group (BCG), hosted 
four insightful sessions since their launch in 
September 2020, with the first session taking 
place under the topic ‘COVID-19 impact: 
How to lead in a crisis’. This session facilitat-
ed by BCG discussed how to thrive amidst 
COVID and the current economic environ-
ment by capitalizing on short and long-term 
challenges and opportunities. 

It was followed by another session on the 
topic of ‘People priorities for the new reality’ 
which focused on seven key drivers for 
the industry that have arisen as a result of 
the COVID-19 pandemic. Nabil Al Dabal, 
Executive Director, Human Resources, Saudi 
Aramco, the main speaker at the event, 
shared Saudi Aramco’s response efforts to 
the pandemic, in relation to its people and 
workplace safety. 

As part of the series, GPCA members gained 
insight around supply chain priorities post-
COVID at a third session entitled ‘Recovery 
profiles shaping the future landscape’. The 
session discussed the implications of different 
types of recovery scenarios in 2021 on the 
supply chain and logistics sector and shared 
experiences from the group on how they 
managed these disruptions. Mathieu Fried-
berg, CEO, CEVA Logistics, the main speaker 
at the event, shared how global logistics 
firms prepared and responded with agility to 
the supply chain challenges related to the 
COVID-19 crisis, while putting their customer 
first.

The GPCA Member Dialogue series were 
born out of the need to explore new ways of 
working and engaging in a virtual collabora-
tive setting at the height of the coronavirus 
pandemic. As COVID-19 placed the world 
in a completely new context, leaders were 
required to swiftly adapt in order to “Lead in 
the New Reality”. For the first time, busi-
ness leaders had to address the challenges 
confronting them today, so that they could 
adequately plan and prepare for the future. 
GPCA launched its new dialogue series with 
members of the GPCA community to enable 
knowledge sharing and build insight and un-
derstanding into how to lead in the new reality 
‘post COVID’.

These exclusive members-only sessions 
brought forward relevant and timely topics 
and materials in the context of a post-COVID 
environment. They focused on tangible 
recommendations and next steps that leaders 
and CEOs can bring to their business and 
were delivered through interactive facilitated 
panel discussions to members of GPCA. 

GPCA NEWS

Plastic plays an important role in different 
areas of our lives: in our home, in healthcare, 
in automotive, and by preserving our food. 
The irreplaceable role of plastic, particular-
ly in healthcare, was highlighted like never 
before during the coronavirus outbreak, with 
millions of lives being saved thanks to medical 
plastics, PPE, ventilators, even the storage 
and development of a vaccine, enabled by 
chemistry and plastic innovations. In a new 
initiative, GPCA with the support of its mem-

bers launched a plastic awareness campaign 
to help balance the conversation about plastic 
and raise awareness about its contribution 
to sustainability and the value it creates in 
society.

Through the tagline ‘There’s More to Plas-
tics’ the campaign aims to help consumers 
understand the other side of the story, where 
plastic plays a vital role in improving the 
quality of our lives as well as protecting the 

environment when handled responsibly. It also 
aims to raise awareness on the importance 
of recycling. The campaign launched on 18 
March in celebration of Global Recycling Day 
with the hashtags #ThereIsMoreToPlastics 
and #ThinkBeforeYouThrow. The overarching 
message to the public was to handle plastics 
responsibly, value their use, and take respon-
sibility for their recycling and correct disposal. 
To learn more, visit: www.gpca.org.ae/more-
to-plastics

GPCA launches new plastics 
awareness campaign 

GPCA Members Dialogue: 
‘Leading in the new reality’ 
concludes in March
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GPCA NEWS

Major players from across the plastic value 
chain in the Arabian Gulf have adopted 
Operation Clean Sweep® (OCS) in an effort to 
address plastic waste, the Gulf Petrochemi-
cals and Chemicals Association (GPCA), the 
voice of the chemical industry in the Arabian 
Gulf, announced today. 

Operation Clean Sweep®, a global initiative 
practiced in over 60 countries around the 
world, is aimed at eliminating plastic pellet, 
flake and powder loss to the environment. 
The initiative has gained significant momen-
tum since its launch in the Arabian Gulf by 
GPCA in December last year. Today the pro-
gram is available to all plastics value network 
partners, including petrochemical producing 
companies, logistics service providers, ports 

and port authorities, plastic processors, 
environmental service providers, traders and 
sectors involved in the handling of plastic raw 
materials.

GPCA members who have signed the OCS 
pledge, demonstrating their commitment to a 
clean environment, include Sadara Chemical 
Company, S-Chem, Qatar Chemical Compa-
ny (Q-Chem), National Petrochemical Indus-
trial Company (NATPET), Ingenia Polymers 
Corporation, Astra Polymer Compounding 
Company, RSA-TALKE, S.A. TALKE, Alma-
jdouie & de Rijke, Aljabr - TALKE & Co., and 
Alfred Talke Logistic Services.

Dr. Abdulwahab Al-Sadoun, Secretary 
General, GPCA, commented: “Over the 
last decade, GPCA and its members have 

excelled on par with peer associations in 
the adoption and implementation of lead-
ing global programs such as Responsible 
Care® and Gulf-SQAS, which have helped 
to improve the health, safety, security and 
environmental performance at petrochemical 
producers and logistics service providers in 
the region. Building on this success, in just a 
few months we’ve seen adoption of Opera-
tion Clean Sweep® grow steadily across the 
region, which is a testament to plastic value 
chain players’ commitment to sustainable 
pellet containment practices, and in line with 
the region’s sustainability agenda towards 
addressing the plastic waste challenge.”

To learn more, visit: www.gpca.org.ae/oper-
ation-clean-sweep

On the occasion of World Youth Skills day, 
15 July 2020, GPCA launched an exclusive 
Leaders of Tomorrow Alumni network. The 
virtual group served as a platform for knowl-
edge sharing, networking and collaboration 
among members of the various cohorts of the 
GPCA Leaders of Tomorrow program since its 
launch in 2016. The aim was to build a com-
munity and a strong network of future industry 
leaders that will serve as a key pillar for the 
future and growth of the GCC petrochemical 
and chemical industry. Through this group, 
GPCA aimed to strengthen the ties between 

the Leaders of Tomorrow alumni and leading 
petrochemical companies in the region. 

Shortly after the launch of the LoT network, 
GPCA introduced a virtual mentorship pro-
gram for Leaders of Tomorrow alumni through 
a series of structured and impactful interactive 
discussions. The program was piloted on 17 
September 2020 with Ms. Niam Sinno, former 
Associate Client Partner at Korn Ferry, men-
toring the Leaders of Tomorrow participants 
during the following month.

Students enjoyed the opportunity to not only 
gain practical knowledge from the Mentorship 
Program through various interactive educa-
tional tools, but also by being given the free-
dom to choose the topic on which they would 
like to be mentored. Out of three interview 
related topics, the alumni selected ‘The top 
10 things interviewers are looking for’.

Value chain partners join 
global efforts to address 
plastic waste

GPCA launches Leaders of 
Tomorrow Alumni network 
and mentorship program
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GPCA NEWS

Celebrating 10 years of 
GPCA membership
GPCA would like to congratulate our members for being part of the GPCA chemical industry community over the last 10 years. Thank you for 
your support and valuable participation in advancing the chemical industry in the region and being part of the GPCA platform for networking, 
knowledge sharing and best practice exchange. We look forward to a continued partnership.

Abu Dhabi Polymers Co. Ltd. 
(Borouge)

Gulf Petrochemical Industries 
Company (GPIC)

Qatar Chemical Co. Ltd. 
(Q-Chem)

Saudi Aramco

Aldrees Petroleum & Transport 
Services Company

BGN International 
DMCC

Exxon Mobil Chemical 
Company

Integra Petrochemicals Pte Ltd

Methanex Middle East

Qurain Petrochemical Industries 
Company

Sibur

Advanced Petrochemical 
Company                            

NAMA Chemicals

Qatar Fertilizer Co. 
(QAFCO)

Saudi Basic Industries 
Corporation (SABIC)

ALFRED TALKE

Borealis AG
Abu Dhabi

Finolex Industries Limited

Japan Saudi Arabia Methanol 
Co. Inc.

Milliken Europe BVBA

Rakha Al Khaleej Intl. LLC

Stolt-Nielsen Limited

Astra Polymer Compounding 
Co, Ltd.

National Petrochemical Industri-
al Company (NATPET)

Qatar Petrochemicals Compa-
ny Ltd. (QAPCO)

Saudi International Petrochemical 
Company (SIPCHEM)

Almajdouie & De Rijke Limited 
Co.

Chevron Phillips Chemical 
Company LLC

Gulf Chemicals and Industrial 
Oils Company

KPMG Al Fozan & Al Sadhan

Nexant Limited

Reda Chemicals

Supreme Petrochem Ltd.

CHEMANOL

Oman India Fertilizer Co. SAOC 
(Omifco)

Qatar Petroleum 
(QP)

S-Chem

Argus Media

Clariant International Ltd

Helm AG

Lanxess

Nova Chemicals Corporation

Reliance Industries Limited

Tecnon Orbichem Ltd

EQUATE Petrochemical 
Company 

Oman Methanol Company LLC

Qatar Vinyl Company 
(QVC)

TASNEE

AYTB, Al Yusr Industrial 
Contracting Co. Ltd.

Dow Chemicals IMEA GmbH

Honeywell UOP

Lloyd’s Register EMEA

Petrochem Middle East FZE

Royal Commission for Jubail 
& Yanbu

Total Refining & Chemicals

Farabi Petrochemicals 
Company

OQ

Rabigh Refining & Petrochemi-
cal Company (PETRO RABIGH)

A.T. Kearney

BASF Middle East LLC

DP World

IHS Global FZ LLC

LyondellBasell Industries

Qatar Industrial Manufacturing 
Company (QIMC)

Sara Offshore Services Limited

Vinmar International Ltd.

FERTIL

Petrochemical Industries 
Company (PIC)

Saudi Arabian Mining Company 
(Ma’aden)

Albemarle Europe SPRL

Bertschi Chemical Logistics 
DMCC

Equilibrium Engineering 
Consultancy

Ingenia Polymers Co. Ltd.

ICIS

Quincannon Associates DMCC

Shell Chemicals Arabia

Vopak Middle East B.V.

GPCA NEWS
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How has the COVID-19 pandemic 
impacted SABIC and the chemical 
industry as a whole? How did you 
address the challenges, and what 
new challenges do you expect to 
see in 2021?

2020 saw unprecedented levels of chal-
lenge and transformation opportunities for 
SABIC and the industry. Times of disruption 
accelerate evolution throughout value chains 
and hasten the failure of outdated operating 
methods. The pandemic triggered major shifts 
in how we must think, act and build for future 
success.  

The resulting global disorder exposed com-
placency in some industries and inadequate 
contingency plans that struggled to keep up 
with shifting lockdowns and new supply and 
demand dynamics. Our industry pivoted to 
tackle these obstacles and adapt to the work-
force, supply chain and economic disruptions.

For more than five years, we have encour-
aged global players to rethink their operations 
amid increasing competition and the advance 
of digitalization. The advent of the ‘new nor-
mal’ expedited the business and workplace 
trends we identified several years ago – and 
our actions in response have kept us ahead 
of the industry curve. 

We have further embraced innovation and the 
new future of work, while remaining focused 
on our long-term growth ambitions and 

leveraging the strength of our global supply 
chain, operational efficiencies and capital 
discipline. The outcome is that, despite eco-
nomic uncertainty, we are optimally placed 
to counteract short-term challenges and to 
thrive in the long-term.  

Industry prospects for 2021 must be set in 
the context of a projected annual global rise 
in GDP of between 4.5 and 5.0 per cent. 
The development and rollout of vaccines give 
cause for optimism but collectively we must 
remain vigilant and operate as an essential 
industry, maintaining our output levels while 
helping to secure supplies of essential goods. 

The outlook for 2021 also varies between 
market segments. The agricultural sector, 
for example, has withstood the crisis well, 
with demand sustained and production 
largely unhampered by lockdowns and social 
distancing measures. Those industries heavily 
impacted by lockdowns, such as automo-
tive and transportation, may take longer to 
recover.  

The key to success for us all in the Gulf 
region is ultimately to remain agile – and con-
tinue to mobilize our production and supply 
chains to meet market needs as they evolve, 
while also offering our humanitarian support 
to protect the most vulnerable groups in the 
communities where we operate. 

We’ve seen the Circular Economy 
trend accelerate in the last few 
years. How do you anticipate it will 
impact the plastics industry and its 
products, and what is SABIC doing 
to address circularity?

During 2020, I was privileged to chair the 
Business Twenty (B20) – official voice of the 
global business community to the G20 – 
presided over by Saudi Arabia. Sustainability 
was central to this group’s priorities and it 
reinforced why we are right to place this issue 
at the heart of SABIC’s responsible business 
strategy. 

The circular economy needs to be set in the 
broader context of both sustainability and En-
vironmental, Social and Governance (ESG). At 
SABIC, our approach to sustainability aligns 
with the United Nations Sustainable Develop-
ment Goals and our strategy is aligned to the 
goals where we can have the greatest impact. 
We continue to drive for excellence in ESG 
performance and the application of science 
based targets as measures of our success.  

INTERVIEW

Embracing the 
“New normal”
Yousef Al-Benyan, Vice Chairman and CEO, SABIC, and 
Chairman, GPCA, discusses the company’s strategy for 
growth in a post COVID era, his plans for the Asian market, 
and what Saudi Aramco’s acquisition will mean for SABIC
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INTERVIEW

SABIC’s vision for the future is that plastic 
should never end up in the environment, 
landfill or in our oceans and instead be reused 
and remade into new products. This vision 
requires a total transformation of the value 
chain. We have been working with our down-
stream and upstream partners to reinvent and 
pioneer our way towards a circular economy 
for the good of people and the planet. 

Our TRUCIRCLE™ portfolio and services 
play a significant role in helping us achieve 
our vision and close the loop on used plastic. 
This portfolio enables us to showcase circular 
innovations while helping manufacturers to 
produce more sustainable products. 

SABIC will also soon commence construc-
tion of the first commercial unit to produce 
our flagship certified circular polymers in The 
Netherlands. 

SABIC recently announced plans 
to become the largest petrochem-
ical company by the year 2030. 
What will be the key focus areas 
and priorities for SABIC in the near 
future?

Our immediate priority is laser focused on 
delivering our 2021 business plan. The 
operating environment is defined by volatility 
and uncertainty. We must embrace this reality 

“The new normal is 
here to stay – the way 
we do business has 
changed and now is 
the time to adjust and 
underline the petro-
chemical industry’s 
value as an essential 
industry.”

Yousef Al-Benyan
Vice Chairman and CEO, SABIC
Chairman, GPCA 

and be disciplined in our stewardship of the 
business by taking whatever actions required 
to remain competitive and resilient. We will 
continue to exhibit discipline in our capital 
expenditure while investing for growth and 
capability development.

The new relationship with Saudi Aramco 
opens new doors to help us achieve our long-
term aims. This is a naturally complementary 
relationship combining the strength, expertise 
and global reach of both companies and we 
are excited by the opportunities to create 
value through harnessing synergies.

Our transformation journey enabled us to 
mitigate many challenges during 2020 and 
will unlock the opportunities presented by a 
global economic recovery. Digitalization is a 
core part of this effort and is a game changer 
for SABIC. We will continue our drive to 
become a more data driven, intelligent and 
agile company. The differentiating power of 
sustainability and innovation will continue to 
command our focus too. 

We have identified various performance 
levers we can pull over the next five years 
to drive us forward. These include making 
improvements in areas such as the pricing 
of key products, raising yield and reliability in 
our manufacturing, managing our costs and 
working capital.

Throughout SABIC we are focused on 
improving our organizational effectiveness – 
seeking simplification to raise efficiency and 
building a mindset which is strategic instead 
of operational. We have already taken action 
to optimize our operating model by reorganiz-
ing our agri-nutrients, specialties and metals 
operations into standalone businesses. This 
gives those businesses the opportunity to 
better hone their focus and agility, unlock their 
value creation potential and bring them even 
closer to their customers. 
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Collectively these developments repre-
sent significant change, but the priority of 
protecting and supporting our employees 
remains constant. Alongside resolute EHSS 
commitments, our long-term success will 
depend on providing best in class programs 
which enhance the physical wellbeing and 
mental health of our people while helping 
them to adapt to the future of work. This is 
why we are committed to developing the key 
skills and knowledge of our people to better 
prepare them for the jobs of the future in an 
increasingly digitalized business.

Across the petrochemicals industry, collabo-
ration holds the key to success – something 
which extends right across the spectrum of 
the public, private and government sectors in-
ternationally as the world strives for recovery. 
The new normal is here to stay – the way we 
do business has changed and now is the time 
to adjust and underline the petrochemical 
industry’s value as an essential industry. 

What are your plans for value cre-
ation and collaboration with Saudi 
Aramco? What will the recent 
move mean for SABIC?

Since Saudi Aramco’s acquisition of a 70% 
majority stake in SABIC in June 2020, we 
have been working together to explore areas 

of synergy and collaboration that will max-
imize value for both parties. SABIC is now 
the chemicals arm of Aramco. During 2021 
and beyond, alignment will bring benefits in 
terms of creating additional scale, technology, 
investment potential and growth opportunities 
for SABIC.

At the transaction close we identified six top 
business focus areas - including procure-
ment, sales and marketing, supply chain, 
stream integration, feedstock optimization 
and maintenance – which taken together 
represent around 80% of the total value 
and synergy capture. SABIC’s share of the 
expected annual value creation with Saudi 
Aramco, is predicted to amount to between 
USD1.5 billion to USD1.8 billion by 2025.

We are focused also on strategically trans-
forming our approach to growth optimization, 
joint ventures and the service delivery model 
across SABIC and Aramco – while across our 
corporate functions we are exploring where 
quick wins can be achieved to drive further 
value.

The pace of our progress is encouraging 
and as we move through 2021 you will hear 
more about the synergies and collaboration 
which will create additional value for all of our 
stakeholders.

How do you expect China’s grow-
ing self-sufficiency in chemicals to 
impact your business? And what 
are your plans for the Asian market 
in general?

China is central to our growth strategy. We 
have been present there for 30 years and 
are established as a leading petrochemical 
and engineering plastics products supplier, 
investor and employer. 

Economic activity dropped significantly in Chi-
na during early 2020 amid moves to control 
the pandemic but we expect a recovery in 
2021 with vaccines and government policies 
spurring consumer and investor sentiment. As 
the Chinese economy stabilizes, the country 
will re-embark on its transformation from an 
export and investment-led model to a private 
consumption-led model. 

We are optimistic about the direction China is 
taking. We recognize the opportunity to sup-
port synergies between Saudi Arabia’s Vision 
2030 and China’s Belt and Road Initiative. 

As a trusted partner for sustainable and inclu-
sive development, SABIC can help strengthen 
relationships and drive mutually beneficial 
strategic engagement in China, the Middle 
East and the rest of Asia.  

INTERVIEW
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While China alone represents more than 40% 
of the world’s chemical sales, the Asia region 
as a whole is an important demand driver for 
our industry. Winning here is a goal for almost 
any global company. Chemical companies 
eyeing growth here need to have a robust and 
value-driven strategy which is bespoke to the 
region. 

Before the pandemic, the region was witness-
ing structural changes including increasing 
environmental regulations, industrial slow-
down, and changes in government policies. 
As a result, global players have needed to 
make material changes in their strategies 
to tap the growth in the market. We have 
worked hard to carefully recalibrate our Asia 
operations in order to better meet customers’ 
current and future needs and we are well-
placed for growth throughout the region.  

Ultimately, our success in China and through-
out Asia depends upon our ability to lever-
age our fully-integrated global footprint,  
supply chain excellence and commitments to 
sustainability and innovation. These elements 
strengthen customers’ confidence in our offer 
and enable us to grow commercial relation-
ships founded upon mutual trust.

As the Chairman of GPCA, what 
is your vision for the association 
and how do you plan to maintain 
its role in catalyzing growth for the 
regional industry?

In the 15 years since it was launched, GPCA 
has successfully steered the regional petro-
chemical and chemical industries towards a 
new era of co-ordination and co-operation for 
the collective good of the region. 

The importance of GPCA for leaders in the 
global chemical and related industries has be-
come more acute in the last year. The impact 
of the COVID-19 pandemic has exacerbated 
headwinds that the chemical industry was 
already facing and accelerated disruptors that 
global business had only started to grasp.

A return to sustained growth will require bold 
decisions that fully recognize the dynamics of 
a changed world. When we come together 
with common purpose, we see the ingenuity 
of the chemical industry to not only overcome 
challenges, but to always evolve and come 
out stronger.

In recent years, GCC players have embraced 
bold integration, consolidation and partner-
ship strategies. The fruits of this approach 
have served early adopters well and revealed 
the limitations of those who hesitated or 
delayed. 

GPCA will continue to collaborate closely with 
our members to encourage transformation 
and recovery strategies that are informed by 
data-driven insights, trends and analysis.  We 
will also use our voice to ensure policymakers 
can support the needs of the industry and 
ensure the potential of its future economic 
contribution can be realized.

INTERVIEW
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Qatar Fertiliser Company 

Founded in 1969, QAFCO has evolved steadily over 
the past five decades as a world-class fertilizer 
producer. With 6 world-class plants producing a 
sizable annual capacity of 3.8 million MT of ammonia 
and 5.6 million MT of urea, QAFCO stands proudly as 
the world’s largest single-site exporter of urea with up 
to 14% share of the world supply. 

QAFCO is strongly committed to operating its 
assets safely, efficiently and in an environmentally 
responsible manner and aims to be the largest 
producer of urea in the world by 2030, driving 
towards a greener earth.

qafco.com.qa
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At the beginning of 2020, before 
COVID-19 disrupted business-
es and our lives, you announced 
Solvay’s new purpose which aims 
to reinvent progress. What role do 
you anticipate Solvay’s new pur-
pose to play in the new reality post 
COVID and how did the pandem-
ic-led crisis affect your company’s 
transformation journey?

The COVID crisis has turbo-charged our pur-
pose – to “bond people, ideas and elements 
to reinvent progress”. I like to say we have 
one eye on the telescope, to ensure we are 
well positioned for the long term, and one eye 
on the microscope, concentrating on what we 
can control in the short term. Our relentless 
focus on cost, cash and customers helped 
us achieve a strong financial performance in 
2020 with record cash generation during the 
most critical moments of the crisis.

Looking to the future, as part of our GROW 
strategy and our Solvay ONE Planet sustain-
ability roadmap, our portfolio is aligned with 
major trends that will reshape the post COVID 
world. For instance, we developed platforms 
to enable the circular electric vehicle batter-
ies of the future and the hydrogen (mobility) 
economy. 

To unleash the full potential of the Group, 
we accelerated our transition to a new more 
agile and efficient operating structure. This 
will enable us to work more closely with our 
customers on solutions that will create a more 
sustainable future.

What would you describe as the 
top priorities for the chemical 
industry as it recovers from the 
pandemic? What role will innova-
tion and technology play in a post 
pandemic world, particularly as 
far as advancing the sustainability 
agenda is concerned?

Our world is confronted with significant sus-
tainability challenges and it is clear that these 
issues will need to be addressed with major 
innovations and paradigm shifts. 

The pandemic further highlighted the fact 
that we live in a fragile environment but also 
that science-based innovation can generate 
solutions to major issues. These two points 
naturally lead to revisiting the sustainability 
agenda and the priority we give to it. The 
level of urgency applied during the pandemic 
to the development of tests, vaccines and 
hygiene solutions demonstrated what can be 
done. Applying the same approach to solving 
sustainability issues is not a dream anymore 
but a truly valid option.

The pandemic also highlighted the critical 
role of trusted data and experts. We expect 
scientists to have a bigger impact on public 
policies in the future, leading to a better 
balance between business, societal and 
environmental needs.

Innovation is all about creating value from 
new solutions. The pandemic and, more 
broadly, the sustainability issues that the 
world is dealing with are redefining what 
value really is. It is now clearer than ever that 
just considering the financial component of 
the value generated by future innovations is 
not enough to make the right decisions. We 
have to generate financial value and address 
sustainability issues. In other words, or is 
not an option anymore. This fundamentally 
changes the way companies, academia and 
governments define their innovation priorities 
and investments.

Last but not least, the potential of large-scale 
collaboration on major innovation initiatives 
became even more obvious during the 
pandemic. We expect to see more major 
public-private partnerships aimed at acceler-
ating the economic recovery, while pushing 
the sustainability agenda. A good example is 
what is done today in Europe in the area of 
clean mobility.

Redefining the 
world of chemistry 
Dr. Ilham Kadri, CEO and Chairman of the Executive Committee, 
Solvay, talks to GPCA Insight about the intersection between COVID 
and sustainability, and how the pandemic redefined the meaning of 
value creation altogether. As one of the few women at the helm of 
a multi-national chemical company, she says the key to increasing 
women’s participation in leadership roles is to ensure that the “door 
of education, especially in STEM subjects, is open to every woman 
and girl”.

INTERVIEW
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What are your thoughts on the 
future of chemicals, in particular 
performance and specialty 
chemicals? Do you expect demand 
for these materials to increase in 
the future, and what would be the 
drivers behind this growth?

We have to acknowledge that chemistry or, 
more precisely, the way it was used, has con-
tributed to the environmental problems the 
planet is confronted with. It is also true that 
any viable solution will require (sustainable) 
chemistry-enabled innovations in addition to 
changes in behaviors.

In a nutshell, chemistry is part of the solution:

• Lightweight materials, high performance 
batteries and hydrogen will enable clean 
mobility.

• Surface engineering and colloid science 
will enable long lasting clean surfaces.

• Next generation catalysts will enable the 
cleaner production of existing products.

• Biotechnology and separation science will 
enable low energy production of chemi-
cals.

• Biodegradable polymers will enable 
precise delivery and the reduction of con-
centration of active ingredients in pharma 
and agro applications.

The common theme between all these 
examples is that they refer to highly sophis-
ticated solutions requiring high performance 
chemicals and materials with exceptional 
combinations of properties. We see this as a 
fundamental trend generating major opportu-
nities for companies having a strong scientific 
base and a deep understanding of applica-
tions, as it is the case of Solvay.

With the mobility trend acceler-
ating globally, what role can the 
chemical industry play in moving 
this trend forward? Also, what are 
the key focus areas for Solvay in 
this aspect?

The crisis has absolutely accelerated progress 
towards clean mobility and chemistry is the 
key to making it happen. In fact, without 
chemistry there would be no hydrogen fuel 
cells and no electric vehicle batteries. 

Solvay is focusing on several clean mobility 
trends. We are strengthening our position 
for the battery market by creating a dedicat-
ed growth platform for electric vehicle (EV) 
batteries. As sustainability is at the core of our 
developments, we also partnered with Veolia 
to create a circular recycling process for met-
als in lithium-ion batteries. In fact, we are the 
only company in the world that has a unique 
chemical refining process that optimizes the 
extraction and purification of critical metals 
and transforms them into high-purity raw 
materials for new batteries.

Green hydrogen will be one of the most 
competitive low carbon solutions for transpor-
tation applications and Solvay has launched 
a platform to help enable this transition. Our 
membrane technology (ion conducting poly-
mer) is a key enabler for the proton exchange 
membrane (PEM) electrolyser and hydrogen 
fuel cell markets, and is crucial for their per-
formance and durability.

We are also a leader in light weighting and 
we’ve been working closely with our custom-
ers to provide solutions for their lightweight 
application challenges. One exciting example 
is our recently announced partnership with 
Vertical Aerospace to develop the composite 
structure of the aircraft for their air-taxi pro-
gram. The aircraft will carry four passengers 
and one pilot for 100 miles.

Last but not least, our chemistry helps create 
tires that reduce CO2 emissions by millions 
of tons over a vehicle’s life. We recently 
announced a partnership with Bridgestone 
and ARLANXEO to launch TECHSYN, which 
combines chemically optimized synthetic 
rubber with tailor-made silica to create tyres 
that achieve better rolling resistance and 30% 
better wear efficiency, reducing fuel consump-
tion and CO2 emissions.

Green hydrogen will be one of the 
most competitive low carbon solu-
tions for transpor tation applications 
and Solvay has launched a platform 
to help enable this transition.

INTERVIEW

www.gpca.org.ae16 | March 2021 | GPCA INSIGHT



What’s the role of leadership in 
addressing the challenges arising 
from the COVID-19 pandemic and 
how did you personally address 
these issues? Particularly, in the 
context of workforce agility, which 
was one of the main imperatives 
for businesses during the pandem-
ic, how did you approach the ‘peo-
ple’ aspect of your organization?

As a leader you need to have emotional 
intelligence and empathy. You need to create 
strong bonds with your people, especially in 
tough times. 

One of the most important focuses for me 
during the crisis was looking after our people, 
while ensuring business strength and con-
tinuity. That’s why we launched the Solvay 
Solidarity Fund, which provides additional 
support to Solvay employees who are going 
through especially hard times due to the pan-
demic. I’m so grateful to our shareholders, 
Executive Committee members and everyone 
who donated to the fund. We raised EUR 15 
million and have so far distributed aid to over 
6,200 people, as well as communities close 
to Solvay operations.

We also introduced an umbrella scheme that 
ensures employees are protected with the 
continuation of their salary and health benefits 
if on medical leave, and 70% of their salary if 
on furlough. We also dedicated a portion of 
the cash generated this year to award a spe-
cial bonus to all non-executive employees.

Focusing on people allows employees to be 
at their best and is essential for business con-
tinuity during a crisis. I truly believe leaders 
who do not have emotional intelligence and 
empathy are going to fail.

Finally, ‘How can we better support 
women to advance in leadership 
positions in the chemical industry 
in particular? And how would you 
describe your journey as a female 
leader who has worked within the 
chemical sector in the region in the 
past?

I often say that my story is used as an an-
ecdote - and if that inspires more women to 
pursue a career in chemistry, then I am happy. 
There are still too few women leaders in our 
industry, but fortunately things are changing. 
There’s no doubt that the more diverse we 
can become, the better our businesses will 
perform.

In my own personal journey, the key was 
education. My grandmother, a cleaning lady 
in Morocco, told me that “in a woman’s life, 
there are two exit doors: the one that leads 
from the father’s house to that of her hus-
band, and the one that leads to the grave.” 
She encouraged me to open the third door of 
education. Inspired by her, I became a doctor 
in polymer physics and chemistry.

Now it’s our job to make sure the door of 
education, especially in STEM subjects, is 
open to every woman and girl. That’s why at 
Solvay we’ve put a particular emphasis on 
supporting women in STEM and we devoted 
our 2020 Solvay Citizen Day to education.

We must also do more to foster the career 
paths of emerging female leaders already 
in the field. At Solvay we’ve committed to 
achieve gender parity in our mid and senior 
management by 2035.

“I often say that my story is used as 
an an ecdote - and if that inspires 
more women to pursue a career in 
chemistry, then I am happy.”

INTERVIEW
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When do you expect markets to 
recover from the fallout of the 
COVID-19 pandemic and what 
would this recovery look like in the 
short to mid-term?

The coronavirus pandemic caused seri-
ous disruptions in the industrial world last 
year, including in global chemical markets. 
Fortunately, thanks to strict health precau-
tions, appropriate lockdowns by the local 
government and the development of effective 
vaccines, the situation is improving globally in 
2021. Chemical markets worldwide should be 

in much better shape by the summer of this 
year. As normal life returns in many countries, 
business as usual should be the order of the 
day, particularly in Europe, North America and 
the Far East. The kingdom of Saudi Arabia 
itself is recovering quite well, and Sadara has 
participated in that recovery.

In your view what was the role 
of the chemical industry in help-
ing the world combat the virus? 
And equally, what are the lessons 
learned?

The chemical and plastic industries have 
always played important roles in the health 
sector, for example, in the production of 
testing tubes, face masks, protective clothing, 
face shields and many medical applications 
and accessories. Clearly, industrial companies 
like Sadara play numerous roles in developing 
and enabling products for many aspects of 
everyday life and for the global economy in 
general.

Sadara and Sipchem have cooper-
ated recently to produce and purify 
ethanol to support the kingdom’s 
efforts against COVID-19. Tell us 
more about this initiative and the 
impact it created.

Since the outbreak of the COVID-19 pan-
demic in 2020, Sadara has worked hard 
to protect the local community in Jubail, 
the Eastern Province and the kingdom at 
large, in keeping with health guidelines set 
forth by the government. Last year, Sadara 
partnered with our peer company, Sipchem, 
to produce high-quality ethanol. Over three 
months, about 100 tons of purified ethanol 
were produced at Sadara and provided for 
free to local manufacturers of hand sanitizers. 
Over 100,000 liters of sanitizers were enabled 
by those manufacturers and provided free 
of charge to the Ministry of Health for use in 
countering the pandemic.

Sadara is the world’s largest 
chemicals complex built in a single 
phase and one of the region’s most 
successful chemical JVs. How 
would you assess the company’s 
journey to date, and what are your 
plans for taking it to new heights 
and expanding into new markets?

Sadara is a unique alliance between two cor-
porate leaders – Saudi Aramco and The Dow 
Chemical Company. Our parent companies 
have been brought together by their shared 
values and by a dedicated vision to create a 
chemical industry game changer. 

INTERVIEW

COVID and 
sustainability: 
Emerging stronger 
Dr. Faisal Al-Faqeer, CEO, Sadara, speaks to GPCA Insight about 
the chemical industry’s contribution to combat the coronavirus 
pandemic over the last 12 months, including the role his compa-
ny played in supporting the healthcare sector in Saudi Arabia. He 
also highlights Sadara’s continuous commitment to sustainability 
through various programs and initiatives and the recognition it has 
received in recent years. 
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We began full commercial operations at our 
chemical complex in Jubail in 2017. The 
following year, we successfully passed the 
60-day Creditors Reliability Test (CRT) on the 
first attempt – an important milestone in our 
growth and proof of the high level of perfor-
mance that Sadara will continue to show the 
world. In 2019, Sadara became the first Saudi 
Aramco joint venture to secure Responsible 
Care® certification, showing our commitment 
to sustainability, safety and the environment. 

And last year we won local content certi-
fication, indicating our commitment to the 
economic diversification and downstream de-
velopment of Saudi Arabia in alignment with 
the kingdom’s Vision 2030. Also, we have 
accepted the Saudi Aramco President’s Joint 
Venture Excellence Award for our company’s 
outstanding asset availability. We intend to 
continue along this road, achieving corporate 
milestones and sustainable growth in service 
to the Kingdom.

You’ve recently adopted Operation 
Clean Sweep®, becoming the first 
GCC company to sign the pledge 
since GPCA championed the 
initiative in the region. Why is the 
program important to Sadara and 
how do you plan to fulfil your com-
mitment to sustainability and the 
environment in the coming years?

Sadara’s commitment to sustainability and 
environmental protection was demonstrated 
from its earliest stages, in the design of its 
facilities and its continual support for the 
community in which it operates. Operation 
Clean Sweep® is one example of this. Sadara 

played a major role in supporting GPCA’s 
OCS certification effort, and we were a leader 
in our region in pledging to implement the 
OCS initiative. 

This national achievement of first-of-its-kind 
certification recognizes Sadara’s enduring 
commitment to sustainability and environmen-
tal protection in its operations regionally and 
internationally. It also results in an increase in 
the company’s operational efficiency due to 
the reduction of waste in production process-
es. Sadara is committed to applying the best 
international environmental standards and 
practices, educating its supply chain partners 
and sharing best management practices in 
environment, safety and sustainability, and will 
continue to show leadership in this area.
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Global Leadership Through 
Business Excellence and 
Diversification.

In these challenging times, Farabi Petrochemicals has 
maintained the highest work standards in the industry. 
We take pride in the fact that our company safely 
commissioned multibillion-dollar projects on time 
while the whole world was hit by the pandemic, 
proving the creativity and commitment capabilities of 
the Farabi team. Recently, Farabi achieved the proud 
milestones of commissioning the new complexes at 
Yanbu and Jubail during the second half of 2020, Farabi 
Yanbu Petrochemical company, and Farabi 
Downstream company.

As a leading producer of LAB globally, Farabi 
Petrochemicals is regarded as a trusted brand with a 
good reputation in and outside Saudi Arabia due to its 
role in the international market. With a diversified 
petrochemical products portfolio, Farabi is built on the 
pillars of sustainability, HSE commitment, 
manufacturing excellence, customer focus, growth, 
and most importantly, its enabled people. Our success 
is built on technical expertise, partnerships, and a 
proven ability to deliver exceptional results. We are 
continually investing in the company and our 
employees, innovating proactively on improving the 
results and processes. 

As a responsible global supplier, Farabi has a strong 
focus on sustainability and has made significant 
initiatives to reduce carbon emission and introduce 
new waste recycling methods, including eco-friendly 
community initiatives and activities. We believe that 
as this world nurtures us, we should nurture it too and 
give something back to the community. Farabi Group 
of companies has responsibility for forming 
community-based projects that focus on health, 
sanitation, environment protection, and skills 
development of the people. We aspire to be the first 

petrochemical company in the Middle East to achieve 
carbon neutrality and aim to produce and move more 
than 700 KT of around 25 grades of petrochemical and 
specialty products during 2021 from its three 
complexes in Jubail and Yanbu. 

With product offerings ranging from LAB, normal 
paraffin, specialty oils, solvents, alkylates, sulfonates, 
and multiple streams of specialty downstream 
products, we remain to live our values, Excellence, 
Teamwork, Trust, and Respect. Our overall strategy is 
to invest our resources in projects that can deliver 
long-term effects and help us achieve results well 
beyond our cost of capital. We ensure continuous 
operational excellence and commitment to capital 
discipline. Farabi has consistently demonstrated 
global competitiveness in the LAB business through 
significant but responsible business growth over the 
last two decades by quadrupling its product output 
from its manufacturing complexes at Jubail and Yanbu. 

At Farabi, we offer exceptional value through total 
delivery solutions and guarantee strategic supply 
commitment. There is no question that our most 
important asset at Farabi Petrochemicals is our 
international clients/partners' trust and confidence. 
The cornerstone of our philosophy is to strengthen our 
achievements and cultivate them even further through 
engagement in product development to cope with our 
clients' increasing demands and provide solutions for 
them. 

Our inclusion and diversity efforts are comprehensive. 
We intend to develop a premier global competitive 
workforce that values unique perspectives and 
encourages personal growth. Every member of the 
Farabi team is treated with respect, and constant 
efforts are made to improve their quality of life. We at 
Farabi are focused on value-added growth, and we 
achieve that through our unparalleled track record of 
operational excellence and exceptional portfolio of 
high-quality assets.

Adding Value  Through Chemistry..
Mr. Mohammed Z. Al-Wadaey
CEO of Farabi Group

www.farabipc.com

Farabi Petrochemicals

Farabi Petrochemicals Group, located in the 
Kingdom of Saudi Arabia (KSA) is a global major 
in Linear Alkyl Benzene (LAB) & N-Paraffin 
business. 

Farabi Group Comprises of Farabi 
Petrochemicals company (FPC), Farabi Yanbu 
Petrochemicals Company (FYPC), Farabi 
Downstream company (FDC), HADAF 
International Energy Company (HADAF) and 
Farabi Marketing company (FMC), located at 
Jubail and Yanbu Industrial cities of KSA.

Farabi today operates two world scale Normal 
Paraffin plants, and 3 world scale LAB plants, 
in addition to its specialty oils and specialty 
chemicals plants at Yanbu & Jubail. 

Farabi is the largest N-Paraffin and the second 
largest LAB Producer in the world today. With 
its surplus N-Paraffin capacity and excellent 
raw material integration with Saudi Aramco 
Refineries, Farabi is evaluating its next wave 

of growth including LAB expansion. This will 
be subject to Final Investment Decision (FID) by 
the Shareholders.

With the Commissioning of its new complexes 
at Yanbu & Jubail in 2020, Farabi today has a 
broad portfolio of around 1 million tons per year 
of Petrochemical intermediates, Specialty 
Surfactants and downstream derivatives for 
Home & Laundry care, Personal care, Fuel 
treatment & corrosion inhibition chemicals, 
Metal working fluids, lubes, Mining, Power 
Generation & Transmission fluids, Solar energy 
and Heat transfer fluids, Oil field and other 
Specialty chemicals for industrial applications.

Farabi’s range of Products provide the Business 
a Global Leadership Position in LAB, N-Paraffins 
and Strategic diversification into various 
specialty surfactants & chemicals, aimed at 
import substitution in the region.

@farabipc.com
@farabipc.com
@farabipc.com
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The energy transition accelerates

Oil demand fell by 10% in 2020, and down-
stream margins—not to mention all our econ-
omies and personal lives—were shocked by 
the coronavirus pandemic. One of the more 
remarkable and perhaps enduring outcomes 
of 2020 is that green issues were not set 
aside but increased prominence. Indeed, we 
believe 2020 will be a pivot point for acceler-
ating the energy transition—the decarboniza-
tion of energy consumption.

While little energy decarbonization has 
occurred over the past 30 years, we see five 
forces converging that will increase the pace 
of change within refined product markets1.

• Follow the money: Investment funding 
is flowing away from oil and to renew-
ables and related industries as investors 
to reevaluate medium-term oil demand 
prospects and climate risks. Larry Fink, 
the CEO of the largest asset management 
company Blackrock, stated in his 2020 
letter to CEOS, “We know that climate 
risk is investment risk. But we also believe 
the climate transition presents a historic 
investment opportunity.”

• Green economics: Decades of poli-
cy support and successful technology 
innovation has made it less expensive to 
go green now than ever before. Following 
cost reductions in solar and wind power, 
“E-day”—when EVs are cost-competitive 

with oil-powered vehicles even if subsidies 
wane—will likely take place within the next 

five years due to lower battery costs.

• Government green policies: During 
economic downturns, longer-term 
concerns tend to get set aside. That was 
not the case for the environment in 2020. 
The European Union, China, Japan, and 
others increased—not decreased—their 
commitments to address climate change 
by announcing net-zero emissions 
targets. Currently, over 100 countries 
and two-thirds of global GHG emissions 
are covered by these commitments and 
earlier targets (e.g. 2030) are being added 
with increasing specificity.

ANALYSIS

The downstream starts on path 
to net zero
By Kurt Barrow, VP of Oil Markets, Midstream, and Downstream at IHS Markit

1Primary energy demand increased 63% from 1990 to 2019 and while fossil fuel’s share remained remarkably steady at about 80%.
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“Net-zero” announcements accelerated in 2020
China, # 1 GHG emitter, set a 2060 net zero target at the end of 2020; Biden, as a candidate, proposed a
2050 US target
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• Corporate net-zero commitments: 
2020 was also a historic year for corpo-
rate net-zero announcements. In oil, the 
six European IOCs are at the fore with 
net-zero commitments. Across econo-
mies, companies will increasingly pressure 
suppliers within their supply chains, in-
cluding fuels and petrochemical suppliers, 
to have a plan to reduce carbon.

• Societal shifts and the pandemic: The 
pace and magnitude of change created 
by the pandemic have demonstrated 
what is possible in a crisis. They have 
highlighted our global interconnect-
edness and human fragility. While an 
immediate health crisis is very different 
from a slow-moving environmental trend, 
these two global-scale events are being 
linked to press for an ambitious climate 
response.

As a result of these forces, the future energy 
markets will look very different than the past.

Mobility changes

Changes in mobility are at the heart of a suc-
cessful oil transition. With increasing demand 
to move people and goods in every major 
transportation sector, the end-use sectors 
are undergoing massive shifts as they adapt 
to decarbonization mandates. Some sectors 
and applications will electrify, but others will 
require low-carbon liquid fuels, hydrogen, or 
other fuels, but will address in earnest this de-
cade. Incorporating the accelerating transition 
into our rivalry scenario (base case) reduces 
oil demand by about 3 million B/D in 2030 
versus our prior outlook.

Reinventing refining towards a 
net-zero goal

In addition to emission reduction from the 
end-use sectors (Scope 3), some companies 
are beginning to craft strategies that more 
completely address energy transition in refin-
ing and downstream value chains (Scopes 1 
and 2). 

Advanced biofuels and petrochemicals inte-
gration are central to many strategies being 
deployed.

Biofuels and biointegration

Biofuels are one solution to decarbonize 
liquid fuels. California and Western European 
markets now have significant incentives for 
low carbon renewable fuels, and a wave of 
renewable diesel investment has followed. 
While these pathways have one-third to half 
of the carbon intensity per barrel, they gener-
ally rely on niche waste/by-product feedstock 
with limited scalability and a step change 
is needed to achieve a much greater scale. 
Still, we foresee a convergence of agricultural 
feedstocks, chemicals, fuels, and biomass, 
including opportunities to capture CO2 
streams and generate green-gas products 
from large integrated manufacturing sites. 

Petrochemicals integration

While not specifically a “decarbonization” 
approach, the transition is creating diver-
gent demand trends between refined and 
petrochemicals products. Unlike peaking oil 
demand, base olefins plus aromatics demand 
is forecast to increase by 65% by 2040 in 
rivalry.2 

Additionally, natural gas liquids (NGLs) have 
contributed notably to the global oil feedstock 
supply—55% currently—but growth will ebb 
as oil production declines and gas produc-
tion growth slows. As a result, petrochemical 
feedstock buyers will be confronted with 
shrinking supplies from both traditional sourc-
es—straight-run naphtha from refineries and 
NGLs from oil and gas fields.

This will drive refiners and integrated opera-
tors to “go deeper into the crude oil barrel” 
to find feedstocks.  Which technology are 
employed, where these plants are built, what 
they will cost and how the feedstock eco-
nomics will change for the whole market is a 
focus of IHS Markit at present.34  

Sustainable hydrogen and waste 
recycle

Hydrogen has again attracted attention as a 
potential zero carbon fuel for certain applica-
tions. For example, we initially see a path for 
heavy duty road and rail transport in deep de-
carbonization markets like California, Japan, 
and Europe.

The primary challenge is the cost to manu-
facture and distribute sustainable hydrogen 
(e.g., from renewable power into a water 
electrolyzer or natural gas reforming with 
CCUS). Today, both of those routes at world-
scale are estimated at 3-5 times current fuels, 
including prevailing carbon credit purchases. 
Incentives, scale and innovation may reduce 
the cost, or they may not. The few European 
refinery electrolyzer projects are in the 10-40 
MW range, making the overall site emissions 
reduction modest. Similar to biointegration, 
the opportunities to integrate waste as a 
supplemental feedstock – including recycled 
plastics waste – is an inspiring concept. How-
ever, it is early days for these technologies 
and costs are currently high. Still, these types 
of projects could create meaningful decar-
bonization for the oil downstream.

Feedstock implications

The exact path and pace of the energy 
industry’s transition is uncertain but acceler-
ating. The prospect of falling refinery runs is 
heightening feedstock supply concerns and 
spurred an intense discussion on risk mitiga-
tion strategies. Petrochemical producers need 
to consider revisiting and testing their strategy 
to address these climate-related feedstock 
challenges.

ANALYSIS

One of the more remarkable and 
perhaps enduring outcomes of 2020 
is that green issues were not set 
aside but increased prominence.

2IHS Markit Plastics Sustainability Study
3IHS Markit From Fuels to Chemicals multiclient 
4IHS Markit Process Economics Program: Crude Oil to Chemicals and 
Oxidative Coupling of Methane
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CapEx matters. In 2019 the global value of 
capital portfolios amounted to USD 11.9 tril-
lion, accounting for 14% of the world’s GDP. 
The next 10 years will see the Middle East 
execute nearly USD 4 billion of capital proj-
ects, around half of which will be committed 
to the energy and chemicals sector: new gas 
finds such as the Jafurah unconventional gas 
field in Saudi Arabia, and Qatar’s North Field 
expansion, will unleash a wave of new builds. 

The COVID-19 pandemic may have slowed or 
even paused the progress of capital projects, 
but activity is expected to revive. To recoup 
lost time and funds it will be important to 
deliver projects on time and to budget. But 
if past performance is any indicator of future 
success, few projects will achieve that goal.

We analyzed over 900 projects across 12 dif-
ferent industries. The projects in our dataset 
reported cost overruns of 71% and schedule 
delays of 61%. Petrochemicals projects were 
no exception; the four largest US Gulf Coast 
projects we examined all came in with 40% 
delays and 30% cost overruns. When almost 
every other industry has improved produc-
tivity—for example, U.S. agriculture has 
improved productivity by a factor of 15 over 
60 years, and large numbers of petrochem-
ical plants operate beyond their name-plate 
capacity—why have capital projects failed to 
realize similar improvements?

Each of these projects is generally a one-off 
event, leading to owners and contractors 
being unaware of—or perhaps unwilling to 
consider—the project data that could enable 
the incremental improvements that yield 
benefits in operations. While there has been 
an increase in the amounts of data available, 
an increase in the ease of its analysis, and 
more software available to improve project 
management and delivery, digital has left 
capital projects behind.

We confirmed the potential value that could 
be unlocked through digital intervention 
in an assessment conducted with 2,400 
companies. Four ‘constellations’ identified 
themselves: digital twins; 3-D printing, mod-
ularization and robotics; artificial intelligence 
and analytics; and supply chain optimization 
and marketplaces. We take a look here at 
four potential solutions that span three of 
these constellations, that demonstrate how 
digitally-driven capex analytics could indeed 
transform the projects launching in the next 
five years. 

Benchmarks across cost, time, and 
productivity for a 3D project view

The first, Westney Capital Analytics, a 
boutique consultancy acquired by McKinsey 
in 2018, operates in supply chain optimi-
zation and market places, and has built a 

database of petrochemicals capital projects 
from across the world. The team employs 
in-house researchers who use published data 
supplemented with satellite imagery to refresh 
its insights, and monitor a range of production 
sites to understand timings between different 
phases. They also review supply and demand 
indicators for the contractor market, knowing 
that periods of intense activity lead inevita-
bly to lower contractor productivity. These 
insights feed into an assessment logic that 
includes 75 different measures across cost, 
time, and productivity—benchmarks if you 
will—that allow us to analyze projects at every 
stage of the life cycle.

This three-dimensional availability of informa-
tion helps to even-up the knowledge imbal-
ance between owner and contractor. More 
importantly, insights trigger critical decisions; 
a contractor proposal above the benchmark 
may be an opportunity renegotiate, while a 
proposal below may risk overruns or change 
orders. 

Better schedule creation saves 
time and money

Moving to the constellation, ‘data analytics 
and artificial intelligence,’ an example of a 
solution toolkit is offered by London-based 
nPlan. This technology addresses the chal-
lenge of schedule creation. They understand 

ANALYSIS

The capital projects conundrum
By Richard Verity, Partner and Steffen Fuchs, Senior Partner – McKinsey & Company
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that schedules tend to be built by owners 
using the relatively narrow experiences of their 
teams. Long cycle times between the be-
ginning and ends of projects compound the 
problem, as learnings rarely feedback to the 
original authors of the schedule or to those 
creating schedules for the future. 

nPlan has created a database of schedules 
and added artificial intelligence to analyze 
project execution. Inputting a new sched-
ule allows us to identify the criticality and 
uncertainty of particular tasks, predict the 
duration of different phases, and calculate the 
probability of meeting particular end-dates. 
These more precise estimations of time con-
vert quickly into money saved. nPlan targets 
a 10% reduction in contingency budgets and 
a 30% reduction in claims. Its long-term aim 
is to make risk quantification a standard for 
project delivery, and could go a step further 
and make this approach a de facto standard 
of assurance for share-holders and financiers, 
as much as for the schedule’s immediate 
customers.  

The digital advantage

The value of digital twins was already ap-
parent before the arrival of the COVID-19 
pandemic and its effects on how we work. 

Intuitively, we knew that a combination of 
2D/3D/4D CAD, GIS, satellite imagery, and 
laser scans could improve both the quality 
of design and also execution against design. 
The new requirement to employ engineers 
who could not be deployed on site has ac-
celerated adoption of digital twin technology. 
The Canadian company, Veerum, provides an 
example of a technology that combines digital 
twin visualization with a scheduling capability, 
allowing owners to monitor progress of the 
construction site through updates made to 
the digital twin. It can also become an infor-
mation repository as objects are linked to their 
technical data sheets. 

The Digital Control Tower from McKinsey 
is the fourth tool that can transform capital 
project excellence. The Control Tower is more 
than another piece of project management 
software. As well as containing the master 
schedule that offers a single source of truth 
for milestones, critical path, installation vol-
umes, head-counts, and automated report-
ing, its clever architecture and performance 
measures allows users to perform root-cause 
analysis: if a high-level KPI disappoints, you 
can trace the cause of the problem(s) to the 
lowest level of detail. 

Planning for success

Despite many examples to the contrary cap-
ital projects can deliver outstanding results, 
as seen at the MEGlobal’s Ethylene Glycol 
plant in Freeport Texas. On any number of 
measures the project outperformed its peers: 
it achieved pipe installation productivity of 
roughly twice the US Gulf Coast average; its 
weld rejection rate was over 20 times better 
than peers; and the project was completed 
eight months ahead of benchmarks for similar 
plants. 

The results were achieved thanks to the key 
stakeholders fully understanding their roles 
and execution requirements; accountability 
was clear across all parties and the project 
was executed with jointly agreed discipline. 
The high-level path of construction was 
created by setting achievable goals based 
on previous projects, and performance was 
assessed daily so that corrections could be 
made immediately, rather than waiting for a 
weekly review to identify problems.

We believe that with the right investment in 
digital analytics projects in the Middle East 
can deliver similar results.
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The future is more uncertain than ever before. 
For the petrochemical and chemical sector, 
the economic environment through 2020 
driven by the demand shock caused by the 
COVID-19 crisis and supply-side of oil price 
decline had caused value chains to slow and 
even shutdown. By many indications, we can 
expect a long and drawn out recovery over 
the next 12-24 months as depressed global 
economic activity recovers. However, there 
are three areas of immediate priority where 
players can focus to build resilience and 
catalyze change in their business models and 
ways of working, which are:

1. Identify value patterns and sustain value 
creation – Delivering expected Total 
Shareholder Return targets by rapidly ad-
justing portfolios, products and operations 
to market dynamics

2. Build the bionic organization – Evolving 
the fundamental process with employees, 
suppliers, and customers to embrace 
digital capabilities at the core of petro-
chemical operations

3. Enable the future workforce – Rapidly 
upskilling and reskilling employees on an 
ongoing basis

The importance of being able to take agile ac-
tion can be highlighted through 2020, where 
we observed a notable difference between 
the top 10% of performers experiencing an 
average increase of 50% in the stock price in 
the first five months of 2020, and the bottom 
10% experienced an average decrease of 
25% in stock price. Why such a large spread? 
It is partly driven by specific chemicals 
sub-sector market dynamics, some that are 
hit harder than others, however, the rest is 
shaped by the purposeful actions those top 
companies have taken over the past decades 
in shaping their business models and ways 
of working in dynamic environments. The 
moment is now to move forward and invest 
in the next generation of strategic actions to 
shape and prepare petrochemical organiza-
tions to lead the new reality.

Identify value patterns and sustain 
value creation

As a first step, petrochemical companies 
should consider reprioritizing their strategic 
agenda, projects, and product portfolio to 
ensure they are aligned with the new market 
realities. Examples of this include strategic 
M&A opportunities – which can be especially 
effective in industrial clusters where there is 
an opportunity to integrate infrastructure and 
services and realize cost synergies. It could 
also include the option to sell off, mothball, or 
decommission unprofitable assets. We have 
seen this for example with LyondellBasell ac-
quiring 50% of Sasol’s Lake Charles Chemical 
Project while it was in distress in 2020.

On a more operational level, petrochemical 
players need to sharpen their ability to take 
tactical, strategic decisions in dynamically 
managing production plans in response to 
volatile market conditions. Optimizing for end 
to end contribution margin of products based 
on scenario planning to maximize profits and 
minimize losses in response to the market 
and operating environment. 

ANALYSIS

The catalyst for change
By James Brimm, CEO Advisor, SIPCHEM, Shelly Trench, Managing Director and Partner, BCG, and 
Hasan Alkabeer, Partner, BCG
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Not only will this require the right analytical 
tools and capabilities, but equally as import-
ant is the right decision steering mechanisms 
that will allow the company leadership to 
make agile and bold decisions in a timely 
manner, as windows for such opportunities 
will be short in duration.

Operational excellence will accelerate in focus 
for many players, driven by the adoption of 
digital tools supporting further cost compet-
itiveness and margin optimization. This will 
expand into areas of operational resilience in 
inventory and logistics as well as manage-
ment of supply risk for materials. We can 
also expect a more rigorous focus on liquidity 
management, given the expected volatility in 
market dynamics. 

We also expect that companies will invest 
in new models to maintain and gain market 
share and competitiveness, including inno-
vative market access strategies, advanced 
pricing mechanisms, introducing new 
business activities (e.g., Trading) and digital 
opportunities.

Finally, to truly sustain value creation for the 
long-term, petrochemical players will need to 
address and embrace sustainability, climate 
change, and the circular economy by estab-
lishing a dedicated taskforce to understand 
how those opportunities and risk factors into 
their overarching strategic roadmap. Having 
a well articulated sustainability strategy will be 
table-stakes for players seeking to compete 
in the long term.

Build the bionic organization

The current crisis has compressed the time-
line to our digital future from a period of five to 
10 years into a period of approximately one 
to three years. This has created an opportu-
nity for companies to accelerate their digital 
agendas, with surveys in 2020 showing 83% 
of companies planning to accelerate digital 
transformations post crisis.

However, these digital agendas are far more 
complex than traditional IT projects and 
demand that they include not only new digital 
technologies but also a digitally savvy organi-
zation. In the future, the human and the tech 
will converge in the future to what we term 
the bionic organization.

Building a bionic organization means 
designing the technology and the human 
organization around one another to real-
ize transformation in operation outcomes, 
customer experiences and relationships, and 
new offers and businesses. A holistic view on 
migrating to a digital organization. Exhibit 1 
below illustrates the key elements of a bionic 
organization leveraging technology: data and 
digital platforms, human: organization, talent 
and ways of working, and outcomes to deliver 
of the strategy and purpose. 

Human: 
Org, Talent, 
Ways of 
working

Technology: 
Data and 

Digital Platform

Personalized customer 
experiences & 
relationshipsBionic 

Operations
New offers, 
services & 

business models

Data 
& AI

Modular
Technology

Digital
Talent

Dynamic 
Platform

Organizations

Strategy 
and Purpose

Outcomes

Exhibit 1: Bionic organization elements (BCG)
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Bionic companies have shown to outperform 
their less digitally-savvy peers in dimensions 
of earnings, innovation and value by up to 
1.5-1.8x. This is achieved through investment 
in technology with more than 15% of OPEX 
driven into tech in digital, having dedicated 
staff with digital profiles that work on digital 
topics, and scaling up digital pilots to enter-
prise-level solutions. 

Historically, however, the overall digital 
revolution has not been fully leveraged in the 
chemical and petrochemical industry, perhaps 
reflecting the conservative nature of this 
industry. We find the industry lagging behind 
in maturity relative to other industries such as 
financial institutions. That said, the post crisis 
environment has accelerated that trajectory 
and is driving maturity of the industry from 
‘digital starters’ to ‘digital performers’. There 
are several examples of chemical and petro-
chemical players that have invested in digital 
across the entire value chain, and we expect 
this to continue rapidly.

Succeeding along the digital transformation 
journey will require companies to invest along 
the dimensions shown in Exhibit 1. where the 
level of preparedness along those dimensions 
has been demonstrated to be a key 

success factor between organization that 
have succeeded in their transformations and 
those that have not. This involves companies 
being focused to harness data and digital 
platforms to deliver on objectives and effec-
tively generate insights for the organization. 
Human and technology skills will reinforce 
each other and establish a more flexible, 
adaptive, data-driven, and digital organiza-
tion. Technological application, in this case, 
becomes the basis of core value-creating 
processes, with the use of data and analytics 
transforming decisions across the business 
and support functions, bringing with it a dra-
matic shift in skill sets.

Enable the future workforce

This skill sets shift demands the upskilling of 
staff at an unprecedented scale and speed 
while requiring the establishment of an effec-
tive, sustained learning ecosystem. After all, 
in the future, not only will companies be com-
peting for talent, but they will also compete 
at the pace of learning and how fast they can 
absorb change and build capabilities.

In a bionic company context, digital learning 
will need to take place at all levels, with senior 
leaders needing a digital vision to lead the 
organization and senior managers needing 

digital fundamentals to build a digitalization 
agenda. Beyond that, there is great impor-
tance in skills such as solid communication 
and analytical skills, complex problem-solving 
skills, and leadership.

Some steps to achieve these goals can 
include (a) creating a strategic workforce plan 
and complementing it with strategic skills 
mapping, (b) launching targeted upskilling 
programs and offering new ways of learning, 
(c) establishing an enterprise-wide upskilling 
culture and (d) extending upskilling efforts 
to the wider society to invest in upskilling of 
future recruits. 

Successfully achieving this will also be predi-
cated on an organization with foundations in a 
performance-driven culture and accountability 
ecosystem.

Conclusion

The new normal is upon us, and the chemical 
and petrochemical industry will need to rise 
to the challenge of delivering on the large 
change opportunity ahead. The crisis has 
driven us to re-think our operating models 
and take big steps forward, but as they say 
‘never waste a crisis’ - instead, accelerate out 
of it with decisive and bold strategic moves. 

ANALYSIS
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The expansion of oil and gas production 
capacity, as well as new refineries, in the Mid-
east Gulf will underpin new petrochemicals 
capacity, buoyed by the recent improvement 
in ties between Qatar and the rest of the 
region. Oil and gas companies in the region 
are channeling their investments downstream 
into petrochemicals, as they attempt to 
maximize the value of every barrel of crude 
produced. The long-term strategy would still 
be export-oriented to key markets in Asia, but 
leveraging on relationships within the wider 
Gulf and also looking for opportunities to 
diversify in growing markets. 

Petrochemical capacity expansion projects 
are underway across the Middle East, driven 
by three key factors — diversification of skills 
and knowledge; job creation; and the move 
to replace oil demand as it shifts away from 
transportation fuels. This will be increasing-
ly important to ensuring the market for the 
region’s hydrocarbon resources.

Qatar gas drive

Qatar is planning to boost natural gas pro-
duction from its best-known resource, the 
giant North Field. In February, state-owned 
QP gave the green light to a USD 28.25 billion 
programme — including drilling, offshore plat-
forms, onshore production facilities, pipelines 
and storage tanks — to expand LNG produc-
tion capacity to 110mn t/yr from 77mn t/yr. 

First gas from the expansion is expected in 
2025 and full capacity by 2027, just as QP 
starts a second-phase expansion, taking 
capacity to 126mn t/yr. Along with LNG, 
each new production train will provide large 
volumes of condensate and ethane to feed 
a potential boom in Qatari petrochemicals 
production. 

To take advantage of the gas expansion, 
Qatar has plans for the region’s only new 
ethane-based petrochemicals project, at Ras 
Laffan. The USD 5 billion project, developed 

jointly with CPChem — a joint venture be-
tween Chevron and US independent Phillips 
66 — will include a 1.9mn t/yr cracker, and 
two high-density PE units with a combined 
capacity of 1.68mn t/yr, as well as an ethylene 
glycol plant.

Once realized, the QP-CPChem project can 
optimize the use of ethane produced from 
the North Field LNG expansion project. This 
proposed project is targeting gas production 
capacity of 4.6bn ft³/d (47.7bn m³/yr) and is 
expected to add about 1mn b/d of oil equiv-
alent to Qatar’s output. The QP-CPChem 
joint venture is estimated to increase Qatar’s 
polyethylene (PE) production by around 80pc 
when it starts up. Qatar currently markets PE 
produced by domestic firms Qapco, Qatofin 
and Q-Chem.

With its abundant feedstock, Qatar is likely 
to leverage on its existing partnership with 
CPChem as it builds its domestic footprint 
further downstream. Qatar petrochemical 
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Qatar upstream expansions 
underline Gulf petrochemical 
opportunities
By Adal Mirza, Middle East Senior Correspondent, Argus, and Muhamad Fadhil, Vice-President, 
Petrochemicals, Argus
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companies have utilized CPChem’s tech-
nology for PE production for a number of 
years, allowing them to bring the best of both 
worlds: advantaged feedstock cost and ac-
cess coupled with world-class petrochemical 
technology.

The expansion plan is reminiscent of the 
boom in Qatar’s downstream industry in 
2000, when the Gulf nation expanded rapidly 
into PE, becoming a major participant almost 
overnight, with the strong support of its inter-
national partners. 

Any cracker or petrochemical joint ventures 
will expand the footprint of CPChem in 
the Mideast Gulf, where both are present. 
CPChem also operates two joint ventures in 
Saudi Arabia — Saudi Chevron Phillips (SCP) 
and Jubail Chevron Phillips (JCP).

Together with CPChem, Qatar is also eyeing 
longer-term investments for petrochemical ex-
pansions in the Americas, with plans for new 
capital expenditure likely to be revisited. 

QP-Muntajat consolidation

The increased focus on petrochemicals 
follows last year’s decision by QP to integrate 
petrochemical marketer Muntajat into its 
operations — part of efforts to strengthen Qa-
tar’s global position in the downstream sector. 
The integration combines the commercial and 
financial capabilities of QP and Muntajat and 
leverages on shared customer relationships. 
QP will also be able to tap into the Muntajat 
international presence in petrochemicals to 
increase its market share. On its part, the new 
downstream arm of QP will be able to utilize 
crossovers in the feedstock space to reach 
out to newer customers. 

Qatar chose the consolidation route in recent 
years to pool its resources. As a smaller, 
export-oriented Gulf nation, Qatar needed 
to move quickly and find the best use for its 
advantaged feedstock and petrochemical 
output. QP announced the integration of 
petrochemical firm SEEF into its operations 
in April last year, while Qatar Vinyl merged its 
operations with Qapco in 2017. 

These integrations in Qatar follow a wave 
of similar tie-ups between state-owned oil 
companies and their petrochemical affiliates 
in the Middle East. Oman in 2019 integrated 
state-owned oil company OOC, refiner Orpic 
and its other energy firms. In Saudi Arabia, 
Sipchem, a producer of methanol, polymers 
and acetic acid, merged its operations with 
fellow Jubail-based Sahara Petrochemicals, a 
supplier of PP. And the Saudi Aramco acquisi-
tion of a majority stake in Sabic, the region’s 
largest, is part of a wider drive to expand its 
downstream operations.

Petrochemical spillovers in Qatar

In the short term, Qatar’s petrochemical 
industry will receive a boost in 2021 as 
Gulf nations leverage on improved ties and 
connectivity, re-establishing decades-long 
partnerships and commercial channels. PE 
and PP producers in Saudi Arabia are already 
looking to sell more resins to customers in 
Qatar, starting this year, benefiting from the 
duty advantage between Gulf nations. The 
COVID-19 pandemic limited polymer cargo 
movements in January, but volumes slowly 
picked up from mid-February after restrictions 
were gradually lifted. Polymers typically move 
by road on an intra-Gulf Co-operation Council 
(GCC) basis and take around a week to reach 
customers from point to point. 

QP, as an integrated producer, is expected 
to ramp up exports across the GCC and 
re-establish its regional position as a key 
producer of petrochemicals. Olefins and PE 
production in Qatar will reach 6.04mn t/yr 
in 2021, Argus data indicate, enabling the 
Gulf nation to become a key exporter of the 
polymer to Asia, Europe and the Americas. 
Other than PE, Qatar is also a major marketer 
of petrochemical products such as methanol, 
MTBE and linear alkylbenzene (LAB) within 
the GCC region and globally. 

Further downstream, the positive spillover will 
also benefit film and bottle manufacturers, 
a major downstream segment of polymers. 
Saudi and UAE-based fast-moving con-
sumer goods (FMCGs) manufacturers are 

increasingly looking to restart plastic finished 
product exports to Qatar as part of a regional 
growth strategy in light of a more challenging 
environment during the pandemic. LAB, used 
in the manufacture of detergents, is another 
downstream growth segment targeted by 
regional FMCGs companies. 

New opportunities for co-operation

QP loaded a 712,000 bl condensate cargo at 
Ras Laffan on 3 March, destined for Dubai-
based trading firm Enoc’s Jebel Ali splitter in 
the UAE. It was the first commercial energy 
trade between Qatar and the UAE since the 
improvement of Gulf relations in early January.

Established in 1999, the Jebel Ali refinery can 
process 210,000 b/d of condensate, which 
yields refined products such as naphtha, 
reformate, jet fuel, diesel oil, fuel oil and LPG. 
Without its regular supply channels, Enoc 
needed to be more creative in sourcing feed-
stock, even importing from the US to maintain 
operations.

The rapid expansion of Qatar’s LNG produc-
tion could resurrect one of the region’s long-
held ambitions, the creation of a GCC-wide 
gas grid. There is only one gas connection 
between the Gulf neighbors at present — the 
2bn ft³/d Dolphin pipeline that runs under the 
sea from Qatar to the UAE and then to Oman. 
Amid improved relations expanding capacity 
might be possible, with the addition of new 
connections a likelihood. 

While Qatar has worked on its expansion 
plans, Saudi Arabia has put on hold its 
ambitious USD 110 billion scheme to develop 
gas from the Jafurah onshore unconventional 
basin, suspending its first phase in December. 
Abu Dhabi too has delayed some of its sour 
gas field developments. 

Both have long-term ambitions of achieving 
self-sufficiency in gas, but in the shorter term 
importing gas from Qatar would help meet 
rising demand and provide greater flexibility in 
the wider Mideast Gulf energy system.
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Nearly a year after the World Health Orga-
nization declared COVID-19 a pandemic 
on 11 March 2020, we are seeing a new oil 
paradigm. 

Over the past year, we have witnessed the 
global economy weaken, crude oil demand 
slump and prices severely hit. Brent crude 
went as low as USD 21 a barrel and for the 
first time in history, WTI prices went nega-
tive. The impact caused by the COVID-19 
pandemic has weighed heavily on the stability 
of the oil industry, and by extension the petro-
chemicals and chemicals sector. 

Crude thoughts 

Oil prices started to recover this year, but 
most oil states in the Gulf are still unable to 
balance their budgets, needing an oil price of 
USD 70-80 a barrel to breakeven (and in the 
case of Bahrain and Oman, more than USD 
90 a barrel), leading to a decline in fiscal and 
export revenues across the GCC. 

The region has long vowed to diversify its 
economy away from oil, developing new 
reforms and vision strategies, and employing 
the best strategy consultant’s money could 
buy to help them do it. 

To search for new sources of non-oil revenue, 
Saudi Arabia and the United Arab Emirates 
have even introduced a new value-added tax 
(VAT). Just last year, Saudi Arabia announced 
it would triple its tax from 5% to 15%, to 
support the government as oil revenues 
plummeted. 

We have seen oil slumps before and watched 
as oil producers scrambled and the geo-
politics of OPEC+ play out. The supply and 
demand levers are pulled, prices begin their 
inevitable rebound, and all is well in the world 
again. However, the old ways of solving an oil 
slump will not work in the long term, as we 
are witnessing a structural shift and a new 
oil paradigm emerge. It will be another year 
of big changes in energy policies around the 
world, as countries move away from carbon 
to clean energy sources. 

An existential crisis 

For decades, the GCC region has enjoyed an 
oil wealth unknown to the rest of the world. 
The success of the oil market even helped the 
region build a vibrant chemical industry, driven 
by favorable conditions, abundance of natural 
resources, and access to burgeoning Asian 
markets. 

And while the GCC region continues to aspire 
to extract greater value from its hydrocarbon 
resources, in the form of chemicals, it does 
not come without its own set of challenges. 
Regional chemical producers are faced with 
the increasing pressure of the powerhouse 
that is China, and its rise in self-sufficiency. 
China, the GCC region’s largest chemical 
export partner, has had a long drive towards 
increasing its independence from imports. 
The speed of which is only being accelerated 
via government policy support. 

While we can hope for less volatility in the oil 
market after such a dramatic 2020, it does 
pose an almost existential identity crisis for 
GCC oil producers that has been a long time 

A new oil paradigm and the rise 
of China 
By Elan Habib, Director of Market Development, ICIS 
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coming. Regional producers will try to find 
solace in chemical markets, but then, the big-
gest question becomes – can it compensate 
for oil revenues? 

The China challenge 

According to ICIS analysts, the performance 
of the polyolefin market in China exceeded 
expectations in 2020, owing to a combina-
tion of rising domestic demand, supported 
by stimulus policies, and effective control 
over the spread of the coronavirus across 
the country. China’s apparent consumption 
in 2020 surged at double-digit rates of 10% 
year on year for PE and 12% for PP. 

While demand will possibly grow at a reduced 
pace this year, China will continue to add 
massive amounts of new capacity, which is 
indicative of the potential for a rapid decline 
in the volume intake from foreign suppliers, 
including GCC producers. According to 
the planned start-up dates for new PE and 
PP plants in China, the country’s effective 
polyolefin capacity will increase by over 8.4m 
tonnes/year in 2021. 

Accordingly, imports are expected to reduce 
year-on-year, particularly for HDPE (minus 
6%) and by double-digit rates for PP. China’s 
commitment to increase self-sufficiency on 
petrochemical supply will be particularly effec-
tive for PP over the next few years. Following 
large scale investments, China’s self-sufficien-
cy rate for PP is estimated to approach 90% 
in 2021. 

China’s import reductions, owing to rising 
self-sufficiency in key chemicals, will pose 
a threat to GCC producers who have been 
exporting significant volumes to the country. 
GCC producers may need to consider new 
export markets, even in the short term, as this 
trend is only expected to continue. 

Saudi Arabia, the largest chemical producer in 
the region, accounting for more than 70% of 
the GCC region’s chemicals output, will have 
varying degrees of exposure of its product 
portfolio to China. While Saudi Arabia may be 
diversified enough in PE and PP exports, it 

is heavily reliant on China for ethylene glycol 
(EG), paraxylene (PX), and styrene exports – 
posing a high dependency risk on its export 
flows for these commodities.    

All eyes on China – 2021 outlook   

Asia petrochemical markets weathered the 
pandemic induced storm comparatively well 
as recovery started early in China. 

For 2021, ICIS expects that downstream con-
sumption in the packaging sector could re-
main steadfast, after having shown significant 
resilience during the coronavirus pandemic. 
Similarly, Asia’s construction sector will likely 
recover at a faster pace in 2021 as countries 
resume infrastructure activities. China, the 
largest construction market in the world, will 
lead the regional recovery as it implements 
major infrastructure projects. Asia’s automo-
tive industry is also set to grow in 2021, with 
China leading the way.   

Demand in Asia’s packaging sec-
tor will stay resilient in 2021 

The packaging sector is often regarded as 
one of the more resilient sectors in times of 
crisis, given that governments usually take 
active steps to ensure continuity in food pro-
duction and related value chains. Even when 
activity in the automotive and construction 
sectors came to a halt during the height of 
the pandemic, downstream consumption in 
the packaging sector held relatively steady. 

Demand for packaging is set to be driven by 
polyethylene (PE) and polypropylene (PP), 
which are likely to continue to grow robustly. 
The spread of the coronavirus pandemic has 
not only led to greater demand for food pack-
aging in 2020 but has also given rise to newer 
demand segments that may remain strong in 
2021, as the world continues to combat the 
virus. Demand for single-use PE sheets in hy-
giene and personal care applications, as well 
as protective equipment, are some of the new 
growth areas for PE. Demand for PP in hy-
giene and medical applications is also poised 
for expansion in 2021. Polystyrene (PS) is 
also set to contribute significantly to growth in 
packaging in 2021, with demand for the com-
modity expected to strengthen. Polyethylene 
terephthalate (PET) resin demand is expected 
to be healthy in 2021. More so, if the Olympic 
Games go on as scheduled in 2021, it will 
signal a boost for PET resin demand for bot-
tled beverage packaging.    

Outside of the pandemic induced demand, 
risks may appear in the form of changing 
regulations over single-use plastics, including 
containers and plastic bags. For example, 
China is looking to restrict or ban single-use 
plastics bags in shopping malls and super-
markets in provincial capitals this year.  

While sentiment is generally optimistic fol-
lowing promising vaccine developments, the 
tourism sector is unlikely to see a full recovery 
in the first six months of 2021. However, 
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e-commerce and online retail sales could 
continue to drive demand in the packaging 
sector, especially in China, as online retail 
sales soar.  

Asia’s construction sector will 
recover at a faster pace in 2021 

The construction market is a key consumer of 
chemicals, driving demand for a wide variety 
of chemicals, resins, and derivative products 
such as plastic pipes, insulation, paints and 
coatings, adhesives, and synthetic fibres. 

China, the largest construction market in 
the world, will lead the regional recovery as 
the fast-tracked implementation of major 
infrastructure projects, that were severely 
weighed down by the coronavirus pandemic, 
continue in 2021. China is expected to spend 
yuan (CNY) 10tr on advanced infrastructure 
projects by 2025. The slate of new projects 
includes high-speed railways, new energy 
vehicle charging stations, big data, and 
fifth-generation wireless networks, and is ex-
pected to drive more than CNY17tr in related 
spending. 

The polyvinyl chloride (PVC) market, a key 
construction-linked chemical market, is 
expected to see a steady recovery in 2021. 
Demand in northeast Asia is expected to 
grow by 6% in 2021, primarily driven by high 
construction activity and real estate invest-
ment growth in China. Consumption in the 
Asia Pacific region is expected to grow by 
close to 9% in 2021, with India, Malaysia 

and Vietnam being the main drivers. China’s 
polyethylene (PE) pipe construction demand 
is also expected to be stable in 2021, after 
bouncing back strongly from the pandemic in 
May-July of 2020. 

Asian import prices for both phthalic anhy-
dride (PA) and maleic anhydride (MA) have 
both risen by 65-70% since September 
2020, propelled first by the dramatic rebound 
of demand from the unsaturated polyester 
resins (UPR) and alkyd resin sectors in China, 
then in more recent times by a similar uptick 
in southeast Asia. Both UPR and alkyd resins 
have wide usages in the construction sector 
as ingredients used in the manufacture of var-
ious construction materials like quartz stones 
and piping. 

The growth rate of new construction projects 
is expected to remain in the positive zone in 
the coming year, many UPR and alkyd resins 
makers are still ramping up operations to 
build stocks, and this also means that they 
will keep their offtake of PA and MA cargoes, 
cementing a rosy demand outlook for the MA 
and PA sector for early 2021. 

Similarly, Asian epoxy resins prices gained 
nearly 50% between September and Novem-
ber 2020, as supply tightened on an unex-
pected plant outage, at a time when demand 
from the construction sector was picking up 
in pace. Epoxy resins are ingredients used 
in the manufacturing of wind turbine blades, 
besides being typically used as adhesives 
on metals, coatings, as well as materials for 

construction. In this regard, demand for ep-
oxy resins is expected to remain firm in China, 
where the wind energy sector development is 
well on track. With government subsidies for 
installation of waterborne windmills expected 
to run through 2021, market players expect 
this to keep demand for epoxy supported.   

China to drive the automotive 
sector in 2021 

China is the world’s largest automotive market 
and its strong recovery from the pandemic 
and robust economic performance is expect-
ed to be sustained throughout 2021. This will 
help drive up demand for various petrochem-
icals in Asia. Additional tailwinds such as the 
widespread availability of the coronavirus 
vaccine and the new U.S. administration, are 
also expected to bolster market sentiment 
and lead to a buoyant first half (H1) 2021 in 
Asia. 

The key petrochemicals that will see rising 
demand due to the growth in the automotive 
industry include:   

• Styrene butadiene rubber (SBR)
• Acrylonitrile butadiene styrene (ABS)
• Polymethyl methacrylate (PMMA)
• Maleic anhydride (MA) and
• Phthalic anhydride (PA) 

Pointing to the future  

There are fundamental changes in store for 
GCC producers, across the hydrocarbon 
value chain. The pillars of oil demand have 
undergone a transition, and the downstream 
petrochemical producers face their own set of 
challenges, heavily exposed to an export mar-
ket that is becoming increasingly self-reliant. 

To ensure long-term economic viability, a 
whole new growth model will need to emerge 
from the region. This will be the defining 
challenge for the Gulf and its producers, in 
restructuring the region’s economies and 
dependencies in an entirely new way. 
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