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Return to growth expected
for global fertilizer markets

WELCOME

Changing market dynamics and the business landscape will dominate the agenda at the
8th GPCA Fertilizer Convention, which takes place in Bahrain in September

B

ahrain’s Minister of Oil,
H.E. Sheikh Mohamed
bin Khalifa bin Ahmed
Al-Khalifa, will inaugurate
this year’s GPCA Fertilizers
Convention, running from
26-28 September at the Ritz
Carlton, Bahrain.
The convention, now in its
eighth year, will focus on
trends and opportunities for
growth in the region, under
the banner ‘New beginnings:
Return to growth’.
High-level speakers will
offer exclusive insights into
the likely impact of market
changes on fertilizer trade
and highlight the key drivers
behind future growth.
The three-day program
will delve into the topics
of how to create a stable

“This year is set to
be another encouraging one, as GCC
fertilizer capacity is
estimated to reach
42.3 million tons...
Saudi Arabia will
continue to take
the lead”

Between 2006 and 2016, GCC
fertilizer capacity almost doubled, from 19.6 million tons/
year to 37.8 million tons/year.
This year is set to be another
encouraging one, as GCC
fertilizer capacity is estimated
to reach 42.3 million tons/
year. Saudi Arabia will continue to take the lead, raising
its total capacity by almost a
third to 21.5 million tons/year
in 2017 from 16.8 million tons/
year in 2016.
Bahrain's Minister of Oil
Al-Khalifa will open the
fertilizer conference
environment, reinvent global
distribution channels and
link business and innovation,
as well as give delegates a
chance to learn about the
latest technological advances
in the region and globally.
Speakers confirmed include
Khalid Al-Mudaifer, CEO of
Saudi Arabia’s Ma’aden and
Dr. Abdulrahman Jawahery,
President of Bahrain’s GPIC
and Chairman of the GPCA’s
Fertilizer Committee.
Also speaking are Charlotte
Hebebrand, Director General,
IFA, and Peter Huang, CEO,
China National Chemical
Information Center (CNCIC)
Consulting.

Against the backdrop of
increasing food demand
in the region, coupled with
a need for more fertilizer
imports, the convention
will explore themes for
market stabilization, global
and regional megatrends,
specialty fertilizers, resolving
environmental and technical
challenges and competition in
major supply markets.
In line with the GPCA’s drive
to equip a new generation
of aspiring students and
future industry leaders with
the requisite knowledge and
skills to succeed, as well as
enabling access to industry
platforms, a student seminar
will also take place during
the convention, as part of the
GPCA’s Leaders of Tomorrow
initiative.

INSIDE THIS ISSUE

Welcome
to this,
the 41st
edition of
our quarterly GPCA
Insight
newsletter,
packed full as usual of GPCA
and industry news concerning
the GCC and wider chemical
industry.
Most topically, given our September Fertilizer Convention, we
feature interviews with the CEO
of Ma’aden and the head of the
International Fertilizer Association, and also reveal key findings
from GPCA’s ‘2016 GCC Fertilizer Industry Indicators’ report,
which will be launched at the
event in Bahrain.
In other articles, we look at the
importance of human factors
in plant safety, following on
from a recent GPCA workshop
on this topic, and also at the
forthcoming introduction of VAT
in the GCC and the potential
to improve plastics recycling in
the region.
And last, but not least, we bring
you an update on GPCA’s flagship event, the Annual Forum,
taking place this November
in Dubai, where the inaugural
address will be delivered by the
Saudi Arabian Minister of Energy, H.E. Khalid A. Al-Falih.
Dr Abdulwahab Al-Sadoun
Secretary General, GPCA
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NEWS
GCC fertilizers show strong growth
GCC fertilizer capacity surged
by 12% in 2017 posting the
highest growth rate in six years

F

ertilizer production
capacity in the Arabian
Gulf region reached 42.3
million tons/year in 2017, rising
by 12% over the previous year,
according to a new report by
GPCA entitled ‘2016 GCC
Fertilizer Industry Indicators’.
This is the fastest year-on-year
growth rate since 2011, when
capacity grew by a 34%, and
outpaced overall annual growth
of 8%/year over the past decade.
In 2016 the GCC fertilizer industry generated USD 5.2 billion in
sales revenue.

Capacity additions in 2017 are
mainly driven by Saudi Arabia, the
largest fertilizer producer in the
region, with projects like Waad
Al Shamal, a USD 7 billion joint
venture between Ma’aden, SABIC
and Mosaic, coming onstream.
There are plans to invest USD
8 billion in new projects over
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the coming years. By 2025,
regional capacity is expected
to reach 49.8 million tons,
growing at a steady rate of
2%/year. Of the additional
7.4 million tons of fertilizer
capacity to be added between
now and 2025, 95% will come
from Saudi Arabia, growing
the country’s share in regional
fertilizer production to 58%, up
from 51% currently.
GCC fertilizer exports have
been growing at 7.3%/year over
the last decade. These exports
account for about a third of
the chemicals export volume,
with 90% sold in international
markets.
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Al-Judaimi
joins GPCA
Board

A

bdulaziz M. Al-Judaimi,
SVP, Downstream,
Saudi Aramco has
joined the GPCA Board of
Directions with immediate
effect. He replaces Warren
Wilder, VP, Chemicals, Saudi
Aramco, who has also served
as Chairman of the GPCA
Responsible Care Committee.

In 2016, GCC retained its
position as the world’s largest
urea exporter with a market
share of 32% and the second
largest exporter of diammonium
phosphate (DAP) with a share
of 14%.

Al-Judaimi previously served
as acting Business Line Head,
Downstream. Prior to that, he
held similar leadership positions with corporate planning,
chemicals and new business
development.

Dr. Abdulwahab Al-Sadoun, Secretary General, GPCA, commented, “Much like any other fertilizer
producing region globally, the
GCC fertilizer industry’s sales
revenue has been affected by
an overall decline in commodity
markets, dropping by an estimated 21% from the year before.
“Nonetheless, the industry has
remained resilient despite volatility in global markets.”

Al-Judaimi delivers a keynote
address at the 11th Annual
GPCA Forum

GPCA reports highlight key issues

F

The GPCA’s 9th Supply Chain
Conference focused on ‘Agile
and efficient GCC supply chains:
The role of technology’, and was
held at the Rosewood, Al Maryah
Island, Abu Dhabi on 2-4 May

2

2017. It explored the benefits
of supply chain digitization in a
complex and changing marketplace, as well as the core capabilities required to embark upon a
digital transformation journey.

change’ describes the running
of the edition of WFE earlier this
year in February and March.
WFE is designed to promote
recycling and raise awareness of
responsible litter disposal.
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our new reports are now
available from GPCA,
covering the proceedings
of its recent Supply Chain Conference and PlastiCon event, its
Waste Free Environment (WFE)
initiative, and the Indian fertilizer
market.
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PlastiCon, held on 9-10 April in
Abu Dhabi, focused on plastic
conversion in the GCC region,
looking at the polymer chain and
how to create future leverage.
The 2017 WFE post-event
report, entitled, ‘Be part of the
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The India Fertilizer Industry
Outlook has been produced by
Nexant and GPCA in time for
the GPCA’s Fertilizer Convention
(see page 1). Ammonia and urea
production is of great importance
in India and the country has a
sizeable production base. It is
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also an important target market
for GCC export-oriented ammonia/urea. The report argues that
development of India’s domestic
ammonia/urea capacity is of high
importance to GCC producers.
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NEWS
Al-Falih headlines Annual Forum
The Saudi energy minister will deliver the inaugural address at the 12th Annual Forum in Dubai
demia, will share insights on
driving strategic partnerships,
diversification, investments
and capitalizing on a new era
of challenges in the global
chemical industry.

Al-Falih makes his third
appearance at the Forum

S

audi Arabia’s Minister
of Energy, Industry and
Mineral Resources, H.E.
Khalid A. Al-Falih, will deliver
the inaugural address at the
12th Annual GPCA Forum, being held from 27–29 November
at the Madinat Jumeirah, Dubai.
Addressing the theme of ‘The
chemical industry in transformation: A new journey begins’,
the Forum is set to attract over
2,000 delegates from some 50
countries. Industry experts,
thought leaders and senior officials from regional government
entities, industry and aca-

Dr. Abdulwahab Al-Sadoun,
Secretary General, GPCA,
comments: “We are honored
to have H.E. Khalid Al-Falih
deliver the inaugural address
at a time when the petrochemical industry in the region is
at the forefront of economic
transformation, job creation
and growth, serving as a key
enabler for Saudi Vision 2030.
“The immense commitment and
support on the part of the Saudi
Arabian energy ministry to driving the National Transformation
Program is truly commendable
and serve as a testament to its
foresight and true leadership.”
He added: “This is the third time
we will receive His Excellency
at the Annual GPCA Forum as

Key speakers
• Yousef Al-Benyan, SABIC
• Hariolf Kottmann,
Clariant
• Neil A. Chapman,
ExxonMobil Chemical
• Bob Patel, LyondellBasell
• Abdulaziz M. Al-Judaimi,
Saudi Aramco
• John Allert, McLaren
• Dr. Markus Steilemann,
Covestro
• Todd D. Karran, NOVA
Chemicals
• Fernando Musa,
Braskem
• Rebecca Liebert,
Honeywell UOP
• Dr. Nahed Taher, Gulf
One Investment Bank
• Ziad S. Al-Labban,
Sadara Chemical

part of an excellent line-up of
speakers comprising global and
regional industry leaders and
senior business executives.”

GPCA pilots Peer Review for RC

G

PCA has launched the
first Responsible Care
Peer Review program in
the GCC region. The initiative
marks a significant step in member companies’ journey towards
transparent performance reporting, says the trade association.
The first pilot review was
performed at SABIC affiliate
Eastern Petrochemical Company (SHARQ) in Jubail in May,
with the support of Khaled Saleh
Al-Kharboush, VP HSE, SABIC,
and his corporate HSE team.

www.gpca.org.ae

اﻟـﺘـﺰاﻣـﻨﺎ ﻧﺤـﻮ اﻻﺳﺘﺪاﻣﺔ

Dr. Abdulwahab Al-Sadoun,
Secretary General of GPCA,
said: “This innovative program will offer GPCA member
companies an opportunity to
be verified by an industry peer
against the guiding principles
of Responsible Care and go
beyond self-assessment, in line
with the industry’s Global Charter commitment.”

The program mirrors the
UK Chemical Industries
Association’s Responsible
Care verification by peer
review in the UK, which in
2013 was recognized during
the CEFIC Responsible Care
Awards.
For 2017, GPCA is planning two additional pilots at
member company facilities,
followed by a proposal to
the GPCA Responsible Care
Committee for review and
endorsement.

Dow will
up Sadara
ownership

D

ow Chemical, recently
merged with DuPont, is
seeking to take a bigger
share in Sadara Chemical, its
joint venture in Jubail with
Saudi Aramco. The two partners have signed a non-binding
Memorandum of Understanding
that begins the process for Dow
to acquire an additional 15% interest in Sadara, taking its share
to 50% from the current 35%.
Sadara has now completed the
commissioning of all 26 plants
in the complex. The toluene
di-isocyanate (TDI) unit was the
last to be brought onstream.
Andrew Liveris, Dow’s Chairman and CEO, noted that:
“Increasing our equity stake…
is a powerful example of our
strategic partnership with
Saudi Aramco and is yet another
accelerator in Dow’s long-term
growth strategy.”
Saudi Aramco President and
CEO Amin H. Nasser, added
that: “Dow’s larger stake in
Sadara is an endorsement of
the kingdom’s vibrant ecosystem and signals Dow’s confidence in our partnership as a
model of mutually beneficial
foreign direct investment.”

Dow is looking to take a
bigger stake in the Sadara
Chemical mega-complex
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NEWS
Legacy launch at Annual Forum
A new GPCA initiative will seek out and honor the leading pioneers of the Arabian Gulf
chemical industry, inspiring future generations and fostering national pride

L

eading personalities
who played an important part in the creation
and development of the GCC
chemical industry are to be
honored through a new initia-

“It was the
Arabian Gulf
chemical industry
pioneers who laid
the foundation
for a globally
competitive GCC
chemical sector”
GPCA

tive being launched by GPCA
at its Annual Forum in Dubai in
November.

will be recognized for their
achievements and honored as
part of the initiative.

The GPCA Legacy Initiative will
recognize and commemorate
the life and achievements of the
pioneers of the chemical and
petrochemical industry in the
Arabian Gulf region.

Recognizing these individuals, says GPCA, “makes their
achievements known to current
generations, thereby encouraging emulation and fostering
national pride.”

The official launch will take
place during a special gala dinner on Day 1 of the 12th Annual
GPCA Forum. Three chemical industry pioneers will be
honored for their contribution
to fostering a chemical industry
in their respective countries. In
future years, further pioneers

Despite some major challenges, it adds, such as the lack of
adequate infrastructure, worldclass technology and trained
human capital, “it was the
Arabian Gulf chemical industry
pioneers who laid the foundation for a globally competitive
GCC chemical sector.

EQUATE backs PET recycling

E

QUATE Petrochemical
Company has entered a
partnership with Omniya
with the aim to protect the
environment and reduce waste
by promoting recycling of
plastic water bottles in Kuwait.
The joint initiative started at the
beginning of the year by placing
PET recycling containers at
EQUATE’s headquarters and
industrial complex to encourage
all employees to participate in

M
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A dedicated website for the
Legacy Initiative will also be
launched at the meeting.

GPCA makes
board moves

the recycling efforts.
Additionally, EQUATE has
sponsored the purchase of
a truck to pick up recycled
material throughout Kuwait,
as well as 10 recycling bottle
booths that are currently
distributed across the country
to encourage the public to
recycle plastic bottles.
Omniya operates a PET
recycling facility in Kuwait.

EQUATE collection boxes
for PET bottles

Salalah gains funding for ammonia project
uscat’s Salalah Methanol
Company, part of Oman
Oil Company (OOC),
has secured a USD 728 million
project finance facility from a mix
of 12 international, regional and

“They were the first to realize
and explore the potential of
setting up a chemical industry
in the region by challenging the
status quo, by overcoming any
obstacle on the way and illuminating the road for the next
generations to come.”

local banks to fund its ammonia
project. A portion of the facility
will be used to refinance existing
debt while the remaining USD
443 million will be allocated to
building the plant. The ammonia

unit will have a capacity of 1,000
tons/day of anhydrous liquid ammonia. Construction is scheduled
to start during the fourth quarter
of this year and is expected to be
completed in 2020.

Borouge’s Ahmed Omar
Abdullah (right) has become
chairman of the GPCA’s
Plastics Committee,
replacing Dr. Mohammed
Yousef Al-Mulla (left),
QAPCO’s Managing
Director and CEO. Al-Mulla
has assumed the role of
treasurer of the association
and at the same time joined
the GPCA’s Executive
Committee. Both executives
will remain on the GPCA
Board, supporting the
association in advancing its
strategic vision.
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NEWS
Road safety initiative progresses
Regulations for the carriage of dangerous goods by road are being proposed by GPCA
as part of its Gulf SQAS initiative, itself part of its Responsible Care program

G

PCA continues to
progress its efforts to
see the introduction of
common dangerous goods road
transport regulations across the
GCC countries, as part of its Gulf
SQAS initiative that addresses
safety, quality and sustainability
in the chemical sector.

internationally using various
modes. This facilitates trade
and improves safety, health,
environment and security.
Recognizing that ADR is the
most appropriate solution for
the GCC, both from an industry
and government perspective,
GPCA has developed a position

GPCA is advocating for the
adoption of the EU’s ADR
regulations covering the international carriage of dangerous
goods by road, based on the
UN Recommendations on the
Transport of Dangerous Goods
Model Regulations.
Mark Appleyard, Task Force
Leader at GPCA, explains that
adopting ADR would enable the
GCC to align with other transport
regulations such as those for air
and sea. “This in turn makes the
transport of dangerous goods
between countries and continents more efficient for those
involved”, he adds.
The regulations include common standards on packaging,
labelling, documentation,
equipment and training of
those involved in consigning
goods both domestically and

paper that is to be endorsed
by the GPCA Board and then
taken to regulators to gain their
commitment, says Appleyard.
“By working together, GCC
governments and GPCA can
achieve another quantum leap
in standards that will benefit the
economies and societies of the
region,” he says.
Appleyard notes that the
response from industry and in
particular the logistics sector
has been positive. “High-quality logistics service providers
see regulations as a leveler, in
that enforced high standards in
the region support their investment case.”

“By working
together, GCC
governments and
GPCA can achieve
another quantum
leap in standards”
Mark Appleyard
Task Force Leader,
GPCA

On Gulf SQAS itself, says Appleyard, “the standards of those
companies being Gulf SQAS
assessed are improving rapidly
and there is an ambitious plan
to develop the scheme further
and continue the momentum. If
the scheme were rolled out as
a statutory minimum standard
across all sectors, and also those
involved in chemical supply
chains that are not GPCA members, then there would be far
reaching improvement in safety
in the region.”

Orpic wins
awards

O

man’s Orpic has won
five top awards at
the 8th Asia’s Best
Employer Brand Awards 2017,
held in Singapore in August.
The company was honored
in the following categories:
Diversity Impact, Excellence
in Training and Development:
Best Results Based Training
Award; Best Leadership
Development Program for
Workers; Excellence in Training
and Development; and Best
Education Management
Programs.

Export targets
exceeded

B

ahrain’s fertilizer producer
GPIC has exceeded its
export targets in the first
half of the year, according to
President Dr. Abdulrahman
Jawahery. He said that all
export operations are on track,
with 613,000 tons of ammonia,
urea and methanol already produced, which is 6% over what
had been planned. Jawahery
added that GPIC has achieved
26 million man hours without a
lost time accident, “which once
again confirms the company’s
safety procedures”.

Young leaders learn about supply chain careers and practice
Selected students from across the GCC
region participated in May in a special
student seminar as part of GPCA’s
Leaders of Tomorrow program during
the 9th GPCA Supply Chain Conference
in Abu Dhabi.
The students learned about and discussed what it takes to build a career in

6
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the GCC supply chain sector.
Timothy Williams, Senior Advisor at
consultancy McKinsey & Co, and Saleh
Al Suwaiti, GM Procurement at TASNEE,
led the proceedings, which also included
a role-play exercise called Oil Game 2.0,
designed to create a real-life experience
of the supply chain for the students.

www.gpca.org.ae
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INTERVIEW

Ma’aden plans further growth
Saudi Arabia’s Ma’aden is already a major producer of fertilizers for world
markets and has ambitious plans to expand further in the near future

A

n industry goliath, Saudi Arabian
Mining Company (Ma’aden) has
grown into one of the world’s most
successful phosphate fertilizer producers
over the past two decades as it extracts
and adds value to the Kingdom’s extensive
natural resources.
With the goal of becoming a world-class
diversified mining and minerals company,
Ma’aden continues to invest billions of dollars in showcase projects in the phosphate
and precious metals – particularly gold and
aluminum – sectors.
Much of Ma’aden’s growth and expansion
has occurred in the past six years, during
which time the ambitious company has
been led by President and CEO Eng. Khalid

bin Saleh Al-Mudaifer. The visionary executive answers GPCA Insight’s questions on
Ma’aden’s impressive success to date and
the firm’s plans to conquer new markets as
it embarks on the next phase of its journey.
How does Ma’aden see itself within
the global fertilizer industry and how
does this align with the ambitious goals
of the Saudi Vision 2030 development
strategy?
Ma’aden is very closely aligned with the
goals of Saudi Vision 2030 to diversify
the Kingdom’s economy and increase the
contribution of mining to national GDP and
employment. Our phosphate business continues to expand in markets such as India,
East Africa and Brazil.

With Ma’aden Phosphate Company (MPC)
producing since 2012, the Ma’aden Wa’ad
Al Shamal Phosphate Company (MWSPC)
coming online this year and our recently announced third phosphate project scheduled
for 2024, we are building a position that will
place the Kingdom among the world’s top
three fertilizer exporters.
As you state above, MWSPC came online
during the third quarter, so how does
Ma’aden intend to capitalize on the many
sales/commercial opportunities such a
mammoth project creates?
As the global population and economy are
growing and driving the need for more food
production, Wa’ad Al Shamal will play an
important role in meeting global demands

The phosphate facilities of MWSPC are now running and will ramp up to full capacity of 3 million tons/year in due course
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INTERVIEW
for phosphate fertilizers. In August, we
delivered our first shipment of DAP and as
the project climbs to full capacity of 3 million tons/year, we are confident it will serve
many new markets.

Key markets in South Asia and Latin
America, and new markets like Africa will
lead to an annual growth rate of around
1.5% from 2017 until 2021. For example,
we see that the potential for fertilizer
demand on existing arable land in East
Africa could double.

The future of Wa’ad Al Shamal is bright; it
will bring new value to our shareholders,
reliable and high quality product to our customers, and will contribute to sustainable
economic development in its surrounding
communities in the Northern Province of
the Kingdom.
As you reminded us earlier, Ma’aden will
build a similar-sized project to Wa’ad Al
Shamal in the next few years, what details can you share about the scale, cost
and capacity of this exciting initiative?
Our third phosphate project is currently
progressing through feasibility studies.
We have announced that production will
be phased in by 2024, and we will watch
the market indicators closely to ensure
we time the project to best serve growing
global fertilizer demand. The project is
likely to have a similar annual capacity to
Wa’ad Al Shamal.
Does Ma’aden intend to invite foreign
partners to participate in this project,
given Mosaic Company has a share in
Waad Al Shamal, and what is Ma’aden’s
view on such future joint ventures/alliances with international players?
I have often said that no company on
its own could have built the position
that Ma’aden has built. In each of our
businesses, our strategy has been to
collaborate with the best, so Ma’aden
and the Kingdom may benefit from their
expertise. We are lucky to be partnered
with both Mosaic and SABIC in our
phosphate business.
These two partners have brought a depth
of experience, technical knowledge and
project management skills that have
enhanced tremendously our projects and
greatly benefited our own Ma’aden teams.
Our strategy will continue to include
strategic partnering across all of our
businesses.
A lot of fertilizer producers have started
to invest and/or explore the potential

www.gpca.org.ae

In fact, the application of fertilizers in
a number of underdeveloped markets
will support near-term growth. Longer
term, the markets will respond to the
increasing crop yields required to feed an
increasingly wealthy and growing global
population.

“Strong fundamentals
in our industry will help
demand absorb capacity
growth in the mid-term”
Eng. Khalid bin Saleh
Al-Mudaifer
President and CEO,
Ma’aden
of markets for specialty fertilizers such
as NPs and micronutrients, so are such
tailor-made crop nutrients of interest to
Ma’aden and does the company have
any plans to invest in such plants?
Yes, we do. While we grow, the need to
diversify our suite of products becomes
stronger. As a major phosphate fertilizer
producer, we need to increase our exposure
to a larger share of phosphate fertilizer
products in order to diversify our product
portfolio, meet the demands of farmers,
and mitigate our risk exposure.
With major foreign rivals such as OCP
investing billions in new production facilities, is there a danger of overcapacity
in the DAP and MAP markets, and how
would Ma’aden react to such oversupply
in the short and/or medium terms?
The phosphate industry is currently
witnessing short-term overcapacity as
new capacities are concentrated over
the next 3-4 years, and all are export-
oriented. We believe there will be a
market balancing around 2021 and this
is why we are contemplating our third
project in the 2024 timeframe.

Many fertilizer manufacturers have found
2017 to be a challenging year due to
softening prices, so how does Ma’aden
expect the second half of 2017 to play
out, and what are its views on the regional and global market conditions for
2018 and beyond?
The phosphate market struggled during
2016 and although we saw a significant
improvement of average DAP prices in
the first quarter of 2017, this trend did not
continue in the following quarter. During
the second quarter, demand and prices
were lower as some key markets were out
of season, South American demand was
flat, and the Indian GST tax program had
an impact.
We expect the downward pressure on
near-term prices to continue as additional
supplies are delivered from both Wa’ad Al
Shamal and Morocco. However, we believe
that strong fundamentals in our industry will
help the demand to absorb this capacity
growth in the mid-term.
Finally, how would you sum up Ma’aden’s
role in the regional and international
fertilizer markets?
In only a few short years, Ma’aden phosphate fertilizers have helped many farmers
around the world to increase their yields
by building the best in class, customer-
oriented value chain – from our mines in the
north of the Kingdom, to ships loaded at
Ras al Khair.
We will continue to work hard to deliver
value and to meet the expectations of all
our stakeholders.
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Fertilizers face growing
market imbalance
The global fertilizer industry faces a period of
moderate growth at a time when major new
capacities are coming onstream, says Charlotte
Hebebrand, Director General of IFA

1.8% to 253 million tons of nutrients. Close
to 100 new production units and expansion
projects are expected to come onstream in
2016 and 2017, adding 19 million tons/year
in incremental capacity for primary products,
ammonia, phosphoric acid and potash.

Getty Images

Hebebrand, who is making a keynote address
at this year’s 8th annual GPCA Fertilizer Convention, says that region-wise, Latin America,
South Asia and East Asia would account
for almost three-fourths of the anticipated
increase in fertilizer demand in the next five
years. In relative terms, Africa, Eastern Europe and Central Asia are seen as the fastest
growing markets. In contrast, little growth, if
any, is expected in Western Europe, North
America, Northeast Asia and China.

South Asia, East Asia and Latin America will account for almost three quarters of
increased fertilizer demand in the next five years.

T

he fertilizer market is facing an
increase in capacity this year with
new plants coming onstream, while
demand is seen expanding only moderately
in 2017, notes Charlotte Hebebrand, Director General of the Paris-based International
Fertilizer Association (IFA).
Uneven global nutrient demand, soft
economic prospects, low crop prices and
volatile energy prices were preponderant in
2016 and it is possible that this uncertainty
in fertilizer markets could prevail for the
next three years, she explains.
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Over the next five years, IFA anticipates world
fertilizer demand will increase by 1.5%/year
to reach 199 million tons of nutrients, of which
112 million tons is nitrogen, 48 million tons is
phosphates and 38 million tons is potash.
Demand is expected to expand faster for potash (2.1%/year) than phosphates (1.5%/year)
and nitrogen (1.2%/year), reflecting improvements in nitrogen use efficiency and the need
to rebalance fertilization in many regions.
In 2017, according to IFA, global nutrient
demand for all uses is estimated to grow by

“In terms of supply/demand prospects,
there is a growing imbalance between
increasing potential supply and moderate
demand growth. Quite significant new
capacity additions, driven by investment
decisions made four to eight years ago, are
coming onstream. New capacity additions
in nitrogen and potash segments are likely
to increase supply/demand imbalances
in the short term, notably in 2017-2018.
No improvement is expected before 2019.
Supply is expected to be ample, if not
abundant, at least until up 2021, leading to
rising market competition,” she says.
Apart from oversupply, Hebebrand also
believes that the main issues affecting
the fertilizer market are a more stringent
regulatory environment, increasingly volatile
energy prices, competing uses of feedstock
and rising trade barriers. She explains that
uncertainties will still prevail about future
Chinese export levels, with 2016 Chinese
exports of urea and DAP accounting for
18% and 42% of global trade respectively.
In general, the industry will most likely
continue to face a supply-driven market with
potentially growing structural imbalances.
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In response, IFA anticipates that producers
could actively seek new outlets for their
products, diversify their product ranges, propose new services (agronomic advice, etc.)
and pursue further consolidation, following
the Agrium and PotashCorp mega-merger
expected to close by the end of Q4 2017.
IFA is planning to focus on regulation in
the next three years and has begun to
track and monitor some national policies
which have a significant impact on fertilizer
demand, namely fertilizer subsidies and
nutrient management regulations. Fertilizer
production, distribution and utilization is
mostly regulated at the national or regional
levels and IFA’s sister associations, such as
GPCA and AFA (Arab Fertilizer Association),
are at the forefront.
Turning to the Middle East, Hebebrand notes
that anticipated growth in demand remains
modest (1.7%/year) in the next five years,
and year-on-year variations remain highly
influenced by rainfall. The evolution of the
political situation can also affect the region.
On the supply side, the region remains an
important player in all three nutrient segments, with a particularly noteworthy expansion of capacity in the phosphate sector.
Another area that IFA is working on is environmental and regulatory issues facing the
industry at the moment. The key concerns
expressed both by UN agencies and national policymakers, as well as by environmental NGOs continue to revolve around
nutrient losses to the environment following
fertilizer application.
The industry has seen a particular focus on
fertilizer run-off leading to excess nutrient
loads in water bodies and eutrophication
(the excess growth of algae and phytoplankton) although fertilizer run-off is not
the only source of nutrients to water. Given
the conclusion of the Paris Agreement, IFA

She says that in addition to closely following key UN processes and initiatives, IFA
participates in a range of multi-stakeholder
platforms that target directly environmental
issues, like the GPNM (Global Partnership on
Nutrient Management), and the GPA (Global
Programme of Action for the Protection of the
Marine Environment from land-based activities) and puts a lot of emphasis on profiling
the fertilizer industry’s efforts and emphasizing the importance of scientific precision.

“In terms of supply/
demand prospects,
there is a growing
imbalance between
increasing potential
supply and moderate
demand growth”
Charlotte Hebebrand
Director General, IFA

expects an increased focus on greenhouse
gases emitted both during fertilizer application and production, but there will also be
opportunities to profile the importance of
fertilizers in terms of carbon sequestration.
“It is essential for the industry to continue
proactively addressing these issues and to
demonstrate our commitment to helping
to feed a growing global population while
reducing our environmental footprint. We
can do so by driving knowledge sharing,
promoting and implementing good fertilizer management practices and actively
engage in partnerships with farmers,
policymakers and other stakeholders,”
Hebebrand adds.

WORLD FERTILIZER CONSUMPTION, MILLION TONS
Nutrient

2015

2016p

2017f

Nitrogen N

108.9

111

112.4

Phosphorus P2O5

41.3

42.7

43.3

Potassium K2O

32.6

33.1

33.9

TOTAL

182.8

186.8

189.6

*SOURCE: P. Heffer, IFA, November 2016. p, provisional; f, forecast
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IFA is also working with the UN on the
implementation of its SDGs (Sustainable
Development Goals) at key UN meetings,
such as the High Level Political Forum or
the Climate Change Conferences (COPs).
Hebebrand says that the SDGs present
a unique opportunity and a multitude
of possible actions that can contribute
to enhance the overall reputation of the
industry and help consolidate its image of a
forward-looking, responsible sector.
IFA is also continuing to promote its “4Rs
principles” of using the right nutrient source
at the right rate, right time and right place
and has co-published earlier this year a
“Nutrient Management Handbook”, with the
World Farmers Organization (WFO) and the
Global Alliance for Climate Smart Agriculture (GACSA). The handbook, designed for
farmers and extension trainers, is currently
being translated into Chinese and Spanish
and it is a practical guide to the 4Rs in their
outreach to farmers and the extension community. IFA is also continuing its national
seminars on nutrient management, with an
event planned in Russia later this year.
Hebebrand also stressed the importance of
engaging with young people within the industry. IFA’s Young Professionals Initiative,
which was created in response to former
IFA Chairman Dr. Jawahery’s prescient
request, has provided a great opportunity
to convene men and women in their late
twenties and early thirties who are excited
to be serving a higher purpose.
“It’s important for our industry to promote
a good understanding of plant nutrition
with students at all levels. In this regard,
I really applaud that GPCA usually invites
university students to its conferences. We
must also “meet” young people where they
are naturally working and “hanging out”: on
social media.”
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Are you ready for VAT?
The GCC states are introducing value-added tax (VAT). Chemical producers
will need to register for VAT and prepare for impacts on pricing and cash flows

W

ith declining state revenues
because of the low oil price, GCC
states have agreed to implement
a unified value-added tax (VAT) on goods
and services sold in the region from the
beginning of 2018.
Says consultancy KPMG: “In a region that
has not relied historically on tax revenue, the
introduction of VAT stands to transform the
GCC’s economy.” In February 2016, IMF said
that by putting in place a simple VAT system,
even at a low single-digit rate, GCC countries
could raise up to 2% of their GDP.
A Unified Agreement on VAT in the GCC was
published in April this year after several years
of negotiations. The UAE has indicated it will
bring in the tax from the start or 2018, and
Bahrain in mid-2018 – other states have until
the end of the year to do so.
The tax rate is being set initially at 5%, at
which level it is expected to raise between
1.2% to 1.6% of GDP in each country in
the first year, says Monica Malik, the chief
economist of Abu Dhabi Commercial Bank
(ADCB).
The UAE and Saudi Arabia are likely to see
the greatest revenue generation of about
1.5% to 1.6% of GDP. Analysts expect to see
revenue from VAT increasing in the second
year onwards as the administrative efficiencies of VAT collection improve.
However, the imposition of the tax is
expected to moderate consumer spending
and also boost inflation. The exact impact is
hard to see, as GCC countries have not yet
published their individual VAT laws and there
is scope for some differences in VAT classifications across the region’s states.
Assessment of the specific impacts on
GCC chemical producers and downstream
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converters is thus also difficult. It seems
that exports will not be affected by VAT
imposition as they will be zero rated,
meaning that USD 65.2 billion of GCC
chemical revenues will not be affected, out
of a total of USD 79.7 billion, using 2015
figures from GPCA.
However, the industry’s domestic GCC
chemical sales of USD 14.5 billion will
presumably attract VAT at 5%, equating to a
revenue of USD 725 million to be paid by the
industry to governments. Equally, chemical
imports of USD 21.6 billion will also attract
the 5% tax, raising USD 1.08 billion.

“Businesses need to take
into consideration the
impact of VAT on their
transactions and start
planning”
PwC consultancy
Producers buying locally or importing raw
materials or intermediates will thus see their
input prices rise in absolute terms, but they
will be able to claim back this VAT when they
sell their finished products, effectively paying
tax only on the value they have added during
their manufacturing process.
For industrial producers, including petrochemicals, there are a number of issues to
be addressed. They face several challenges
and will need to prioritise the efficiency of
their VAT implementation and how they
address cash flow implications.
In particular, says consultancy PwC,
consideration should be given to the
following: pricing impact on end consumers; cash flow efficiencies; cross-border
transactions within the GCC; associated
reporting and documentation requirements

Warning: 5%
value-added
tax ahead
(including imports and exports); and
invoicing requirements.
According to PwC, businesses operating across the GCC should activate VAT
implementation plans immediately, if they are
not already substantially underway. “There
is a relatively short time frame in which to
consider the implications of the introduction
of VAT and to make the necessary changes.
Businesses need to take into consideration
the impact of VAT on their transactions and
start planning so they to have the right technical systems in place.”
These should cover financial aspects, tax
governance and compliance, training, and
other areas needed in order to comply with
the VAT requirements.
In practice, petrochemical companies need
to be aware of several specific issues,
says KPMG. These include supply chains,
contracts, pricing and treasury function.
For example, cash costs may arise if the
company’s supply chain is not structured
efficiently, and indirect tax costs may arise if
the wrong party acts as importer of record.
Contracts may need to be reviewed to help
ensure compatibility with VAT, and clauses
on, for example, tax, pricing and changes in
law may need to be changed or added.
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GCC recycling has
potential to grow
GCC states have one of the lowest plastic recycling
rates in the developed world. However, the potential
and will are there to improve the situation
John Baker ICIS

P

lastics recycling is still at an early
stage in the GCC countries, despite
the fact that they are major global
producers of commodity polymers used in
packaging and bottling, and that per capita
polymer consumption in the region is one of
the highest globally, at 40kg.
The region currently lacks the infrastructure to collect and sort post-consumer
plastics waste, with most plastics scrap
being either landfilled locally or exported as
mixed shredded waste to China or India for
sorting and recycling.
There is also a lack of awareness among
the public of the need to avoid plastics
litter and instead sort materials for collection ready for recycling. In a recent
survey by GPCA (see below), a third of
respondents said they never segregated
their waste be-fore disposing of it. This
suggests that there is plenty of opportunity to increase recycling rates and take
advantage of business opportunities in the
recycling area.

“Only 38% of GCC
residents have
an informed view
of recyclable and
degradable plastics”
GPCA Plastics Perception Survey
GPCA believes a multifaceted approach
is needed to address the challenges of increasing plastics recycling. To this end, legislation has to be framed aimed at resource
recovery through recycling. Collaboration
between industry, environmental groups
and governments has to be increased, to
proactively manage the end-of-life issues
with plastics; and education of the public
to appreciate the benefits of plastics has to

The incentive to improve the situation is
there, as recycling significant volumes of
plastic waste could not only reduce the
need for virgin materials, thus saving oil,
but also reduce carbon dioxide emissions.
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GPCA recently commissioned a study
on public attitudes in the GCC region to
plastic waste. This revealed that only 38%
of GCC residents have an informed view of
recyclable and degradable plastics. This,
it concludes, signals the need to incorporate more information on this important
subject in the education systems across
the region.
Some 48% of the 4,076 respondents supported the practice of recycling plastics into
new products, rather than resorting to conventional waste disposal. The survey further
revealed that the majority of respondents
expect government authorities and plastic
manufacturers to take the lead in reducing the environmental impact caused by
unmindful littering.
The respondents expect the GCC authorities to promote more recycling in the region
as well as running more educational and
awareness campaigns.
One way forward, and a way the petrochemical industry can become involved, has been
suggested by Theo Jan Simons of McKinsey
& Company, who spoke at the GPCA PlastiCon event in Abu Dhabi in April. He believes
that an integrated virgin and recycled polymer production facility may offer significant
advantages in the GCC region.

PERCEPTION
OFamong
PLASTICS
AMONG
GCC
Perception of plastics
GCC residents
- October
2016RESIDENTS
Most expect government authorities to take leading role and also manufactures to take the lead in reducing impact of
increased littering
• Residents in Qatar and Oman, more likely to believe that government authorities should lead
• Perceived responsibility of government grows stronger with age, and is notably higher among expats
Kuwait

The low recycling levels in the GCC can
be judged from one estimate that shows
that Saudi Arabia recycles only 10% of
its PET bottles, the most widely recycled
packaging form. This could be increased
to 20% by 2020 with some targeted further
investment.

be stepped up, so people understand the
need to reduce, re-use, recycle and recover
polymer materials.

44%
37%

Bahrain

Qatar

52%
41%

60%
37%
United Arab Emirates

Manufacturers,
who produce
plastic products

Government
authorities, who
are in charge of
regulations

36%

48%

?

52%
37%

Saudi Arabia

45%
34%

Oman

In your opinion, which of the following groups of stakeholders should lead in
terms of protecting the environment from impact of increased littering or
unmindful disposal of plastic material? Please select up to top 3 stakeholders.

57%
37%
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Human factors are
integral to plant safety
Safety is a prime
concern of all process
plant operators.
Companies must
take human factors
into account when
designing safety
management systems
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Heidi Finch ICIS

B

arrier Management Systems (BMS) are
gaining in importance and are increasingly being used to ensure the safety
of chemical and other process plants.
The concept refers to the process of
“identifying, implementing, supporting and
assuring the range of controls or barriers
which are needed to protect against risk of
major losses,” says Professor Ron McLeod,
Human Factors Consultant at Ron McLeod.
Raising awareness of human factors in
safety management is of key importance
and a GPCA workshop was held earlier this

year to provide a forum in which to share
knowledge and experience from other
industries and other parts of the world.
McLeod, as a specialist in the field, was a
key speaker at the workshop.
It is, however, not enough to have BMS and
safety procedures in place without thinking
also about the “human factors”. Chemical
producers in the GCC region need to recognize that employees across all levels of
the organization play a key role in determining the success or failure of its performance
and whether it can achieve operational
excellence or not.
Humans not only identify, implement,
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‘Safety first’ is the prime
concern of all chemical
plant operators

FEATURE
 erform and maintain, but also test the limits
p
of the safety barriers that have been put
in place, even in a world that is becoming
increasingly automated, explains McLeod.

degree that we want, which means that
something must be disconnected,” says
Wendy Schram, Dow Chemical Operational Excellence Specialist in a case study article for the industry forum on Operational
Excellence in Refining and Petrochemicals,
organised by IQPC.

He points to major incidents in the oil and
chemical industry over many years that
show how important it is to have robust
and effective barriers in place to avoid
such unwanted events occurring again,
says McLeod.
The Baker enquiry that investigated safety
management at BP, following the explosion
at its Texas City oil refinery in 2005, “shook
up” many industries and led them to look
more closely at process safety and to clearly distinguish process safety from personal
safety, he adds.
Process safety refers to incidents that occur rarely, but have very major consequences; personal safety refers to accidents or
incidents that occur much more frequently,
usually to individuals, but whose consequences are relatively minor, with limited
long-term impact.
It is important that organizations have
safety management systems in place that
address both process and personal safety
risks. Process safety usually relies more
heavily on BMS, explains McLeod.
To be considered as full “barriers”, controls
need to meet at least three criteria:
First, barriers - such as systems to trigger
alarms in a storage tank and systems to independently shut-off pumps if the level is too
high – must be independent and not both rely
on the same people, data or systems.
Second, barriers need to be “effective”, so
that each individual barrier must be able to
stop the incident on its own, when required.

“An alarm is not a
barrier... it needs a
competent person acting
on it”
Professor Ron McLeod
Human Factors Consultant,
Ron McLeod Ltd

while alarms often form part of a barrier
system, they still need the human element
to respond to them.
“An alarm is not a barrier – the alarm itself
is one element of the barrier, but it needs
a competent person acting on it,” notes
McLeod. It is the combination of the alarm,
plus the correct and timely operator response that forms the barrier.
This highlights the importance of human
factors in barrier management and how it
is prudent and necessary to have multiple
layers of barriers in place - or “defences
in depth” - to protect against unwanted
incidents, even though the barriers should
function independently and effectively.
This is why it is most important for companies to learn from incidents, to understand
what barriers were in place and how and
why they were defeated.

And third, barriers must be able to be
audited or checked regularly to see how
effective they are. Being able to assess
whether barriers are actually in place and
fully functional, says McLeod, is key to any
BMS process.

Dow Chemical is one company that has
focused on safety procedure and performance in terms of the human factor and
has identified this as an integral part of
operational excellence.

Understanding the difference between
barriers and safeguards is also pivotal to
having a robust and effective safety strategy in place. It is important to recognize that,

“We have systems in place that are
supposed to build compliance to our
procedure management. However, the
compliance isn’t always executed to the
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Schram believes it is important to change
focus. “We had to figure out a different way
of doing things, having different templates,
tools and requirements and processes in
place to facilitate this shift in focus.”
Schram adds that it was not only about
changing our requirements to be more
human focused, but it was also about “adding in additional pieces of best practice
and systems in place that were designed
specifically to encourage the behavior we
wanted to see.”
Schram says that it is all about “shifting from the compliance mindset to the
performance mindset, and the behavioral
science component was really the heart
behind that.”
It is peoples’ inherent behaviors and experiences that affect their actions and their
decision-making and this is what needs to
be addressed in order to have an effective
safety strategy in place, states DuPont
Sustainable Solutions’ in its “Human Factor
Safety Operations” document.
“The notion of a two-track mind, one part
logical and rational, the other intuitive and
automatic, is not new. Its systematic application to the practice of safety, however, is
new and could hold the answer to some of
our biggest challenges,” it adds.
But, while most safety practices are
based on logic and rationale, much of
human behaviour is instinctive and based
on “a gut feeling”. It also highlights how
humans’ “at-risk behavior” is often linked
to experience and the benefits of an anticipated outcome, which leads humans to
underestimate and ignore the risky nature
of their actions.
“To effectively influence behaviors, you
must employ images, emotions, personal
stories and experiential techniques that
connect with your workforce and subsequently move them,” says DuPont.

September 2017 | GPCA INSIGHT

15

If the list is too long to remember, don't forget one name:

Your gateway to petrochemicals and chemicals industry in GCC.
GPCA HQ

P.O.Box: 123055, 1601 Level 16, Vision Tower, Business Bay
Dubai, United Arab Emirates
Tel: +9714 4510666 | Email: info@gpca.org.ae
www.gpca.org.ae

