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Petro - Chemicals 
Public versus Private Sector 

NEW D E L H I has been not ic ing the 
keen interest shown by pr ivate 

industrial ists in the pe t rochemica l 
industry. Already three projects 
have been licensed. These are: the 
Rs six-crore project of the Standard 
Vacuum O i l Company to produce 
annually 1 0 0 0 0 0 tons of ethylene, 
propylene, butylene, butadiene, ben-
zene, etc f rom naphtha f r o m its 
Trombay ref inery; the project of 
the P J B Industries in collabora
tion w i t h Continental Carbon of the 
USA to produce annual ly 10.000 
tons of semi-reinforced furnace black 
and h igh medulus furnace black 
from the natural gases of Nahar-
ka t iva ; and the Rs 15-crore project 
of Duncan Bros in col laborat ion 
w i t h Phi l l ips Petroleum of the U S A 
to manufacture 20.000 tons of Cis-4 
poly butadiene annually f rom the 
natural gases of Naharka t iya . 

Over a score of other proposals for 
sett ing up petro-chemical units are 
pending before the Government. 
Anions; them are the proposals of 
A l k a l i & Chemical Corp to produce 
3.500 tons of po ly thy lene ; Nat ional 
Carbon to produce polvethvlene; 
R A Cole to produce polystyrene; 
U n i o n Carbide to produce polyethy
lene, b u t v l alcohol, b u t v l acetate, 
ethvl acetate, acetic acid and ben
zene; and Synthetic Plastics to pro
duce 4.000 tons of polyethylene. 
Recently a famous I t a l i an chemical 
f i rm, Monteca t in i , entered in to 
agreement w i t h four I nd i an parties 
to manufacture petro-chemicals. En. 
t e rpr i s ing Guja ra t i industrial ists 
are pa r t i cu la r ly eager to make a 
beginning in this field on the basis 
of the r i c h o i l and natural gas re
serves in their State. 

Petro-chemical indus t ry came in to 
prominence in th i s coun t ry on ly re
cently after the prospects of the 
indigenous o i l i n d u s t r y became 
b r i g h t I n fact, even i n the most 
industrially--advanced countries, pe
t rochemica l s assumed importance 
only in the las t decade, though i n . 
t h e U S A p roduc t ion o f petro-chemi-
pals began in 1930. The exception-
ally r a p i d , progress made by the 
i ndus t ry in recent years i s Indicated 

by the demand for three major basic 
pe t rochemicals in the Uni ted 
States given in Table 1. 

Table 11 Demand of Petro-Chemicals 

in US 
(In million lbs) 

Product 1955 1961 1965 
(Est) (Est) 

Ethylene 3,000 6,000 7,500 
Propylene 1,400 2,800 3,500 
Butylene 2,550 3,700 4,000 

At present there are 723 basic 
petro-chemical plants outside the 
Communis t countries and 304 new 
plants are under construction. W h y 
is this indust ry becoming so popu-
la r? The reason is that chemicals 
produced f rom petroleum fractions 
and natura l gases (i e petro-chemi-
cals) are much cheaper than chemi
cals produced f rom conventional 
sources l ike the coal-tar, wood dis
t i l l a t i o n or fermentat ion industries. 
Accord ing to an American estimate, 
the petro-chemical indust ry is ten 
times as remunerative as the con
ventional chemical industry. 

The Indian entrepreneur has a 
remarkable capacity to j u m p at the 
latest developments in modern tech
nology and impor t them, particularly 
when it offers the prospects of easy 
money. A n d he has fallen for petro
chemicals, encouraged by the suc
cesses hi the search for oi l in this 
country. A host of applications for 
foreign collaboration in this f ield 
has been mad" to the Government. 
Potential ly, Ind ia is a Good market 
for the petro-chemical industry. 
The T h i r d Five-Year Plan envisages 
consumption of 310 000 tons of 16 
selected chemical intermediates by 
1965-66 Of these conventional sources 
can produce at the most 25 per cent. 
At present there is no petro-chemical 
indust ry in the country. I f no in 
dustry is developed in the T h i r d 
Plan period imports of chemical 
products bY 1965-66 w i l l amount to 
Rs 50 crores a year, at current 
prices. By 1971 the positron w i l l 
become worse. W i t h estimated con-
sumpt ion at 835,000 tons non-petro
chemical sources w i l l be able to 
supply only 18 per cent and the 
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foreign exchange d r a i n w i l l be Rs 
150 crores per year. This is a con
vincing argument for developing the 
petro-chemical industry as rap id ly 
as possible. 

Problem of Product Imbalance 

There is another reason viz that 
development of the petro-chemicals 
w i l l help to solve the problem or sur
plus of motor sp i r i t . Surplus motor 
spir i t can be converted into naphtha 
which can be cracked and made into 
(defines which are the ' bu i ld ing 
blocks' of petro-chemicals. The 
natural gas reserves in the Nahar-
kat iya-Moran and Gujarat fields are 
also ideal raw material for the 
petro-chemical industry. The area 
w i t h i n a radius of 15 miles of Na-
harkat iya is proposed to be made 
the nerve-centre of the gas-based 
industry . As many as 100 petro
chemical units and 500 anci l lary 
units are proposed to be set up in 
Gujarat alone. According to a re
liable estimate, a m i n i m u m of Rs 
300 100 crores w i l l go into this 
industry In the next ten years. 

To study the question of develop
ing the petro-chemical industry in 
the country and to evolve a plan 
for organising i t du r ing the T h i r d 
and Fourth Plans, the Government of 
India early this year appointed an 
inter-departmental committee under 
the chairmanship of Dr G P Kane, 
Senior Industr ial Adviser to the 
Min i s t ry of Commerce and Industry . 
The terms of reference are, among 
others : 

(a) to assess the types and 
quantities of material whose pro
duction may have to be organised 
in petro-chemical industries; 

l b ) to evolve a suitable pat tern 
for development of the petroche
mical industry in Ind ia on the lines 
of the integrated pat tern of pro
duction of petrochemicals in ad-
vanced countries; and, 

(c) to assess- the extent to which 
aromatics as well as al iphatic raw 
materials may have to be produced 
as petro chemicals du r ing the period 
1961-1971. 



The Kane Committee was to sub
mi t its report w i t h i n four months. 
But the Committee got hogged down 
in a controversy between the O i l 
Min is t ry and the Commerce and In
dustry Minis t ry as to who should 
control the industry. The Oi l 
Min is t ry wanted the public sector to 
have a dominant position in the 
petrochemical complexes producing 
basic chemicals. leaving end-pro
ducts to the private sector. The 
Commerce Min i s t ry expressed re
servations regarding the financial 
and organisational capacity of the 
public sector to take up this indus
try. This controversy which remains 
unresolved to this day is holding up 
the Committee's report. However, 
the Committee is now understood to 
be finalising its report, leaving the 
public versus private sector contro
versy to the Cabinet to decide. 

Not ldeology Alone 

The Oil Minis t ry 's case for the 
public sector is not entirely based 
on the ideology of Malavivaj i . 
Techno-economic considerations fa
vour a close association between oil 
undertakings and the petro-chemical 
industry since, up to a point, opera
tion of an o i l refinery is similar to 
that of a petro-chemical unit . It is 
well known that the manufacture of 
petroleum chemicals involves a num
ber of continuous physical opera
tions such as pumping mixing , dis
t i l l a t ion , extraction, filtration, etc. 
The equipment used for these opera-
l ions is very similar to that in the 
corresponding oil processing opera
t ions This is also borne out by the 
experience in the United States 
which is indicated in the breakdown 
of ownership of new US petro
chemical project- given in Table 
2. 

Thus more and more oi l compa
nies are going in for the produc
tion of basic petro-chemicals leaving 
production of end-products to che
mical companies, The latest trend 
is that some of the giant chemical 
companies like ICI are going back 
to oil refining to strengthen their 

Table 2 : Ownership Breakdown 
Ownership Projects producing 

basic items 
1960 1961 

Oil companies 14 20 
Chemical companies 9 4 
Joint enterprises 4 5 

base, Now, if in India oil companies 
are to enter the petro-chemical i n . 
dustry in a big way, the public 
sector w i l l also have its place. More
over, returns from the petro-chemi
cal industry are proving to be in
creasing!) important for the oil 
companies. For instance, petro-che-
micals accounted for about 10 per 
cent of the total trade of the Royal 
Dutch-Shell Group in I960, There
fore, in the Oi l Ministry 's view, it 
would be unwise to leave the pet
roleum industry to the private see-
tor. To make it a profitable busi
ness proposition, the public sector 
oi l industry must have the basic 
petro-chemical industry which is 
based on i t . 

Expert Opinion 

The Oil Ministry 's case has been 
further strengthened by the recom
mendations of a French expert. Dr 
V E Henny. Dr Henry was recently 
invited by the Government to ad
vise on the petro-chemical industry. 
According to him. the industry 
should develop on an integrated 
basis. Thus the size of the steam-
cracker should be such that the 
quantities of by-products produced 
are utilised economically. For ins 
tance. "the difference between the 
cost of the ethylene, if only poly-
thvlene, l iqu id petroleum gas and 
fuels are made from the steam-
cracker, and the cost of the ethy
lene if all products are used be
cause the steam cracker is part of 
a real complex, is not far from 100 
per cent". Size of the steam-crac
ker should be determined not on 
the; basis of immediate needs but 
on that of projected future demand. 
If this overall approach is adhered 
to, there is no reason why the pet-
ro-chemical industry in this country 
cannot be competitive wi th that in 
other countries. There will also be 
no need to inflate the selling prices 
to attract private capital. 

Dr Henny has suggested that the 
public sector should enter the i n 
tegrated petro-chemical complex. 
For this, he has offered the co-ope
ration of the Institute Francis .du 

of New U S Petro-Chemical Projects 
Projects producing inter

mediates and end-products 
1960 1961 
18 12 
64 46 
9 6 
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Petrole ( I F P ) which he represents. 

Besides the technical end economic 
questions involved in the develop
ment of the petro-chemical industry, 
the socio-political and financial as-
pects of the problem cannot be 
totally ignored. When the Industrial 
Policy Resolution was formulated. 
nobody in this country knew much 
about the petro-chemical industry. 
Hence, no mention of it was made 
in the Resolution, However, the es
sence of the Resolution, as the 
Prime Minister put i t . is that the 
public sector should control the 
"commanding heights" in the eco
nomy. If this principle is to be 
followed, the public sector must have 
a share in the basic petro-chemical 
industry. Hut the public sector has 
heavy odds against i t . Western 
countries are generally not enthu
siastic to aid public sector indus
tries. In this particular case when 
leading western companies are show
ing interest in collaboration with 
private Indian industrialists, these 
countries may be doubly reluctant to 
assist the public sector. The public 
sector can rely only on comparative, 
ly small companies like the IFP and 
E M . Communist countries will also 
not be able to help the public sec
tor as they are only just making a 
beginning in the petro-chemical in
dustry. However, the most import
ant th ing is that time should not 
be lost in the public vs private sec
tor controversy. The Government 
should take a decision on the pro
posals which are pending before it 
on their merits and keeping in view 
the need for integrated development 
of the petro-chemical industry. 
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