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It has always been illogical to claim that as peak oil
demand approaches, this provides a great new opportunity
for lots of cheap refinery feedstocks to meet booming
polymers demand.

A TIMELINE OF THREE OTHER RECENT
MILESTONES IN THE PLASTICS DEBATE
■ In October last year, Andy Clarke, former CEO of ASDA

Firstly, nobody knows what the decline in demand growth
for oil will mean for refinery capacity. How many refineries
will shut down versus how many will stay on line? How
many refineries will realistically continue to operate for the
primary purpose of supplying naphtha to a steam cracker?
But this is a side issue. Much more importantly and much
more immediately, the real heart of the logic vacuum is this:
The same forces that are propelling weaker demand growth
for transportation fuels will not apply to the polymers industry.
The same sustainability forces quite obviously do apply,
as was clearly understood by the senior delegates who
attended the CEFIC Chemicals Convention in Vienna in
October last year.
All the executives I spoke to during the event were in no
doubt that more legislation was on the way to tackle the
pollution being caused by single-use plastics. The mood
was, “We should act now before the legislation happens, if
we are to protect our revenues”.

– one of Britain’s biggest supermarket chains – called
for all supermarket plastic packaging to be replaced
by paper, steel, glass, aluminium and other alternative
materials. He said that investments in making plastics
more recyclable had failed, and so other materials
should be the focus of R&D investment. These
alternatives should be trialled in plastic-free supermarket
aisles, he added.
■ In January 2018, frozen-food supermarket chain Iceland

promised to remove all plastics from its own-brand
goods within five years. Plastics will be replaced by
paper and pulp. This followed a survey where 80% of
5,000 customers polled said they would support the
move. This raises a key point: Whereas restrictions
or outright bans on the use of single-use plastics
obviously threaten the revenues of polymer producers,
they promise to boost the revenues of retailers. How
do polymer producers reconcile this pull of commercial
forces in opposite directions?
■ But most importantly of all, just a day after the Iceland

The discussion was not just about cents and euros,
however. It was also about the role the industry should play
in being a responsible steward of our environment.
But it was, of course, recognised that being a responsible
steward circled back to the threat to revenues. If the
industry had a bad image, public pressure would build on
legislators, said the delegates. This would prompt new
rules and regulations that would undermine the ability to
produce.
This point was underlined only two days after the CEFIC
event finished, with the release of David Attenborough’s
BBC documentary, Blue Planet 2.

announcement came the release of the new EU Plastics
Strategy (legislators are clearly listening to public
opinion). The strategy – the first-ever for plastics across
the bloc – sets a target that all EU plastic packaging
must be recyclable by 2030. There is also talk of a tax
on plastics that would give this target real economic
muscle. Back in 2015, the Commission proposed that
by 2025 at least 55% of all plastics packaging in the EU
should be recycled, up from 30% today. Restrictions
on the use of micro-plastics under 5mm will also be
introduced as part of the strategy. These are the tiny
pieces of polyethylene (PE) that are added to health
and beauty products, such as some cleansers and
toothpastes. Micro-plastics cause major damage to
aquatic life.

The series included images of albatross parents unwittingly
feeding their chicks plastic and mother dolphins potentially
exposing their newborn calves to pollutants through milk
contaminated by digestion of plastics. During the series,
Sir David made an impassioned plea about the need to act
now to protect the oceans from plastic waste.
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of the cost and complexity of separating different layers of
metals and polymers. What adds to the difficulty is that one
package may contain several different grades of polymers.
In some multi-layer applications, there is clearly huge
societal value. Meat, cheese, vegetables and pasta etc.
are wrapped in this way. This improves global food security,
as multi-layer packaging keeps essential foods fresher for
longer.
The plastic rubbish generated by multi-layer packaging of
essential foods is more than offset by the value to society.
So, even if cost-effective recycling remains unviable, we
should just live with this source of rubbish.

SEPARATING THE BAD FROM THE GOOD
APPLICATIONS
A lot of the debate heard among polymer producers
focuses on the single-use applications that may disappear
because of their low societal value.
Take disposable paper and plastic coffee cups as an
example. Would our lives be really that much worse if we
had to buy a re-usable cup and remember to take it with us
every time we visit an espresso bar? This is truly a firstworld problem.
The scale of the environmental gain from this type of ban
would be big. In the UK alone, 7m coffee cups a day are
used – 2.5bn a year – with only 1% recycled because of
the cost of recycling. It may be impossible to raise the
recyclability of disposable cups much beyond 1%. So why
not just ban them?
What about multi-layer food packaging, though? Multilayer packaging might always be un-recyclable because

What about sweets and crisps that are also wrapped in
multi-layer films, however? If economic recycling is again
impossible, shouldn’t multi-layer packaging for these
applications be banned?
This would mean crisps (potato chips in America) and
sweets would have to be made locally in smaller batches,
as shelf-life would be significantly reduced. Costs would, as
a result, go up.
Dieticians and other health professionals might be happy at
an effective tax on bad nutrition. But how would the general
public and so the lawmakers respond?
Multi-layer packaging seems to therefore be a combination
of the good and the bad, with plenty of grey area in
between.
Next in line are the disposable plastic applications that are,
without doubt, of huge societal value. What if, for example,
no economic way can be found to recycle disposable
syringes and pill bottles? What if efforts to make syringes
and bottles from alternative materials also fail? Do we just
ban them? Of course not.

ICIS CONSULTANTS SUPPORTING YOUR BUSINESS DECISIONS
ICIS consultants enable businesses to address specific, long term challenges through providing
robust proprietary data, on-the-ground expertise, and strategic insight across global petrochemical,
energy and fertilizers industries.
From research and due diligence, to investment analysis and portfolio optimization, our team of
experienced consultants will work alongside your business to identify challenges, mitigate risks,
and help you meet your growth objectives.

Enquire about our services
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A NEW POLYMERS PRODUCTION CHAIN
Many polymer producers see part of the answer as
investing heavily in R&D to make disposable plastics more
recyclable.
They are working hard with plastic converters and retailers
to produce new grades of polymers and new packaging
designs that are a) cheap enough to produce, b) of the
right design to achieve the same, or close enough to the
same, packaging performances as in the past and c) most
importantly of all, capable of being recycled.
Some if this work might fail. It could always remain
impossible to cost-effectively recycle certain types of plastic
packaging.
What if, though, one or more of the various technologies
being developed to turn plastics into transportation fuels –
and possibly, also eventually naphtha – prove viable?
If these technologies work commercially, it will not matter
if there is a failure to make disposable coffee cups
economically recyclable. The cups will instead be fed
into these plants to make fuels and naphtha. In so doing,
the polymers industry will have protected these types of
applications from commercial extinction.
How could this create a new polymers value chain?

■ For every tonne of scrap plastic that arrives at these

sites, real-time commercial decisions will be made on the
maximum value for each tonne.
■ Decisions will be made on whether it is better to burn

a tonne of plastic for electricity generation, process the
plastic into fuels or naphtha or send it to the adjacent
recycling plant. (This will of course mirror what happens
today at refineries and steam crackers, where real-time
decisions are made about whether a refinery stream makes
better sense as a fuel product or a cracker feed.)

■ Hundreds of integrated electricity generation, recycling

and plastics-into-fuels-and-naphtha sites will be built.

■ Going a step further: On the same site, or close enough

■ These complexes will be small in scale because of the

to the same site to make commercial sense, will be a steam
cracker. The cracker will be fed by naphtha produced by
the plant that breaks down plastic into naphtha.

high cost of moving scrap plastic long distances.

Stay up-to-date on the latest developments
in the global and regional plastic
markets with ICIS News
ICIS News editors around the world are reporting the
breaking news stories that impact chemical markets,
influence commodity prices, and affect your daily
business decisions. Be the first to find out market
moves, deals, announcements, new data and analysis
– all via one online subscription.

FIND OUT MORE AND
REQUEST A FREE TRIAL
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SUSTAINABILITY REPLACES GLOBALISATION
These new integrated sites will have to be “local for
local,” because the cost of collecting and transporting
plastic waste long distance will be both economically and
environmentally unviable.
China has just demonstrated this latter point with its ban on
imports of plastic waste from the West.
Other developing countries have become targets for
exports of the West’s plastic waste. But these alternative
markets will never be big enough to replace China. Further,
they seem likely to eventually ban imports of scrap plastic
for the same environmental reasons that led to the China
ban.

The new local-for-local integrated sites described above
could make each region and country much more selfsufficient in polymers. This would make the export-focused
investment model redundant – for example, building a big
new steam cracker-to-PE complex in the US, with most of
the output destined for exports.
This underlines the argument that sustainability will replace
globalisation as the biggest value driver for the polymers
industry.
Is this just “theoretical nonsense”? Probably not. Events will
not, of course, turn out exactly as described above, but do
not underestimate the pace and scale of change as a result
of the rise of sustainability.
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LLDPE SCENARIO BY JOHN RICHARDSON
How much might European polymers demand be damaged
by the new EU Plastics Strategy? Nobody has a clue, of
course. But what is clear is that the EU directive that all
plastics packaging must be recyclable by 2030 is a major
threat to revenues.
LOST EU 28 LLDPE SALES VERSUS ICIS SUPPLY &
DEMAND DATABASE BASE CASE
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What follows is, therefore, an initial attempt to quantify
what the effect could be on revenues for just one polymer –
linear low density polyethylene (LLDPE).
The base case in the chart above, from our ICIS Supply
and Demand Database, assumes that LLDPE demand in
the EU 28 countries will increase from around 4.5m tonnes
in 2018 to 5.6m tonnes in 2030.
This would represent an average annual demand growth
of 2%. This would result from a multiple of growth over
forecasts for gross domestic product (GDP) demand growth
at an annual average of 0.98.
Keeping to the same GDP growth forecasts as in our base
(an average of again 2%), the alternative scenario on the
same chart lowers the multiple over GDP to an average of
just 0.40. The multiples during each individual year decline
as the 2030 deadline approaches.
We then took these lower multiples to calculate revised
percentages for annual demand growth, which were next
used to forecast reduced levels of consumption growth.
Again on an annual average basis, demand increases by
just 0.81% under this alternative scenario.
The end-result of this downside scenario is LLDPE

More alarmingly, the chart above shows that the cumulative
loss of sales in 2018-2025 would total approximately 5m
tonnes under our downside versus our base case.
The monthly average ICIS pricing assessment for C4

ICIS SUPPLY & DEMAND
DATABASE
An end-to-end perspective of the
global petrochemical markets,
covering 160 countries and over 100
products
Subscribe to ICIS Supply and Demand Databse and
gain access to:
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monomer-derivative
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LLDPE film grade in January 2018 was €1,125/tonne FD
NWE.
Using this January price, this would therefore result in
lost sales of some €6bn in our downside demand growth
scenario versus our base case in 2018-2030.
For more detailed scenario work on how the plastics ban
could affect your business, contact our ICIS Consulting
team.
It doesn’t have to be like this. European polymer producers
that build sustainability into their business models and work
to redesign end-use plastics applications to make their
products more sustainable can protect their revenues.

New transformative tools to optimise your business needs
Petrochemicals Analytics Solutions
n Pre-empt competition and ensure security

of stock with real-time plant disruption
information

n Spot opportunities and support your

strategic decisions

n Gain new context and negotiating tools in

addition to ICIS price assessments

Request a demo

JOIN THE ICIS NETWORKING DISCUSSION AT AFPM IPC
25th March, 3pm in San Antonio
A snapshot of the uncertainty in the petrochemicals markets and what is in store for 2018
2017 was a tumultuous year in the petrochemical industry amid growing capacities from North America’s shale boom,
increasing environmental regulations in China rippling through the global marketplace and storms such as Hurricane
Harvey wreaking havoc on supply and demand.
Register for your free place and find out how these factors are affecting the 2018 marketplace and how ICIS data,
analytics and consulting can help you navigate these turbulent waters.
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