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Petrochemicals have grown at hyper speed 
in the Gulf thanks to favorable market conditions 
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Local factors 
•  Abundance of natural resources  
•  Favorable geographic location 
•  Extensive government investment 
•  Low cost labor force 
•  JVs to bring external know-how 
 
Global factors 
•  Strong demand at high prices 
•  Favorable supply chain position 

Source: A.T. Kearney 

Hyper Speed Evolution model 

Evolution towards specialty chemicals is likely to be 
much shorter for chemical firms 
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GCC is in the third wave of growth, prepared to 
play a new role ahead in the petrochemicals industry 
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Wave 1 –  
Oil & Gas capacity 

Wave 2 –  
Bulk chemicals 

Wave 3 –  
Downstream expansion? 

Source: UNCTAD, UNCTADstat, EIU, A.T. Kearney 

Combined GDP of GCC countries, $M USD 
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•  Maintain aggressive growth and support economic 
development through new revenue streams 

•  Foster corporate social responsibility, sustainability, 
and support development of a local talent pool 

•  Maximize value creation along the chemicals chains by 
selecting the right projects and portfolios 

Embracing the next growth wave opens new 
opportunities and challenges for regional players 

Source: A.T. Kearney 
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Opportunities from new growth wave  



New capabilities and operating 
models  ensure success in the new 

downstream segments 

Local vs export decisions determine 
scale and speed in the deployment of 

new chains 

Successful downstream expansion depends 
on how four main challenges are addressed 
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Managing feedstock flexibility 
increases the role of new 

technologies and heavier streams 

Downstream expansion requires to 
balance enhancing existing portfolio 

and investing in new chains 

Source: A.T. Kearney 
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Key challenges for downstream expansion 
1 2 

3 4 



Emerging 

Available technologies and liquid feedstock  
expand the downstream integration options in the GCC 
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Feedstock flexibility 1 
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Source: A.T. Kearney 
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•  Leveraging Methanol to 
reinforce Ethylene and 
Propylene chains 

• More C4s and Aromatics 
with liquid cracking 

• New processes increase 
Petrochemicals volumes 

LPG N
at
ur
al
	  G
as
	  

Steam  
cracker 

A 

C B 

A 

B 

C 

Light olefins 

Aromatics 

Refinery 

FCC Viable 

Proven 

• Monetizing markets 
decoupling 

• Higher yields of GTL 
Naphtha in crackers 



Analysis of downstream opportunities requires 
to assess three elements 

Value chain position: downstream opportunity evaluation 2 

Attractiveness along  
downstream Value Chains 

Potential to capture value 
by GCC player 

Derived demand for 
Polymers and Chemicals 
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Capabilities and resources 
•  Profitability of each stage 

along the value chains 
•  Size and growth forecast 

•  Ability to enter in terms of 
available resources 

•  Impact on downstream 
integration 

•  Match with existing portfolio 

Operations 

Engineering 

Formulation / 
Components 

Raw materials 

Value 
Chain 

Bill  
of 

Materials 

Cost 
&  

Price 
Demand 

9 

Source: A.T. Kearney 



Downstream expansion requires new 
capabilities and operating models 
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Chemicals poles 
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Availability of expertise and capabilities 3 

•  Understanding of client 
applications (end use 
and specifications) 

•  Importance of technical 
support and innovation 

•  Increased role of 
customer collaboration 
(formulation, joint supply 
strategy) 

Source: company / organization websites, A.T. Kearney 

Customer intimacy 

•  Physical proximity 
to client 

•  Access to local 
talent pool 

•  Development of 
infrastructures 

•  Operational 
synergies 

Consolidated and emerging  
clusters in the GCC 

Sedra 



China, India and Africa will offer growth 
opportunities that can be leveraged by GCC players 

Import growth 

Distance to markets vs. GCC downstream maturity 

7% 
15% 9% 8% 

Source: EIU, A.T. Kearney 
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GDP and import annual growth, average 2010-2020, forecast 
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GDP growth 

•  Phased deployment: 
start supplying GCC, then 
select chains and scale 
for global expansions 

•  Leverage partnerships 
and JVs in the third wave 
in both local and global 
expansion 

•  Export of downstream 
derivatives to IND, China 
(despite more balanced 
position) and Africa 



As an example, paints & coatings could be 
expanded, but there are challenges to overcome 
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Source: A.T. Kearney 

Four challenges: Paints & Coatings in GCC 

•  Exposure to volatility of main 
monomers (e.g., SM, MPG) 

•  Some components still fully 
imported (e.g. IPA, Epoxy / ECH) 

•  Fill gaps in local monomers 
and resins 

•  Continue growth in 
industrial (e.g. Sigma / PPG 
PMC) and deco formulations 

•  Formulation knowledge 
available: JVs (e.g. SIR/Ashland); 
direct presence (e.g., Jotum,  
Hempel) 

•  Technical assistance to be further 
developed in some segments 

•  Integrated capacities in the 
supply to the GCC 

•  Potential to export resins to 
neighbouring markets 
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Petrochemicals players have a key role in each 
of the four stages in downstream development 
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Virtuous loop to 
enable Hyper Speed 

downstream 
development 

Source: A.T. Kearney 

Downstream development 4-step approach 

Ingredients 
Setting the right 
ecosystem 

Initiators   
Supporting  
creation of  

the business 

Innovators 
Developing 
competitive 
advantage 

Incubators 
Supporting  

growth 

Collaboration of 
chemical players  
and governments 



Having the right ecosystem in place is critical 
to develop downstream industries 
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•  Ensure favorable 
economic conditions 
•  Secure infrastructure 

•  Support chemical  
poles development 

•  Establish local market 
intelligence and insights 

•  Foster knowledge 
creation  

•  Ensure availability  
of right products 

•  Develop local            
talent pool 

•  Support chemical  
poles development 

Ingredients 

Source: A.T. Kearney 
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Downstream ecosystem 
Role of chemical companies Role of government 

Converters and downstream 
industries 

New derivatives 

Existing chains 

Functional chemicals 

Chemical  
poles 



Chemical players can leverage a broad 
spectrum of actions to spark growth 
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Initiation 

Source: A.T. Kearney 
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Initiators for opportunities in downstream 

Capital investment 
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1) FDI = foreign direct investment 

Attracting FDI(1) from 
the global client base 

Investment through  
M&A or JV 

Facilitating greenfield 
entrepreneurship 

Encouraging 
Intrapreneurship 

Vertical collaboration  
with end-market player 



Incubators fasten development of entrepreneurs 
through support of resources and services 
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Start-up 

Self-sustained  
company 

•  Journey to self-sustainability  
of the downstream player can 
be supported by: 
-  Stable product mix 
-  Coaching for profitable 

growth 
-  Enhanced technical and 

sales support 
-  Best practices availability 

and improvement support 

Incubation 
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Need for incubators  

Source: A.T. Kearney 

Start-up 

Self-sustained company 



Establishing a culture of innovation is the only 
sustainable long-term competitive advantage 
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Innovation 

Source: A.T. Kearney 
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Collaborative innovation 

Existing chemical  
value chains 

•  Ensure joint culture / cross-
company innovation 

•  Collaborate along the value chain 

•  Allow access to best technology 
and know-how 

•  Stimulate knowledge transfer 

Downstream players 



What can GCC chemicals manufacturers do 
now to accelerate the third wave of growth? 
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•  The 4-I approach (ingredients, initiation, incubation, innovation) 
supports this thinking 

The 4-I approach 
supports this thinking 

Source: A.T. Kearney 

Conclusions 

•  Refining and chemicals GCC players will lead the third wave, 
collaborating with other global players and local governments 

It is time to think 
about your role 
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•  Flexible long term planning, selection of downstream portfolios 
and new capabilities and operating models will be required 

This position is not 
reached easily 

•  Third wave of growth with a new role ahead for petrochemical 
and chemical players to tap increased profit potential 

GCC in ideal position 
to expand downstream 




