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ABSTRACT

The ethylene based petrochemical industry is one of the industries
under the Natural Gas and Related Industries Development Project to which
investors give special atténtion and interest because of the Government's
encouragement and promotiocn, coupled with the sizable demand for the products
in the domestic market and the comparative advantage of using naturai gas

as raw materials.

According to the study on the management of the ethylene based
petrochemical industry tHatnis ccurrently being-premeted and now onstream,
the result reveals that most of them.devise their management technigues along
the line of 'an adniktlire \of the | trdditional, model | and human relations model.
Individually, they have divergent approaches to their actural application
j.e. two of them devise their management techniques along the line of the
traditional model while the=other four favour the human relations model.
Very few devise their techniques along the line of the human resources model
and this approach is éEEEn\inAcertain cases only. However, all companies
believe that the human relations model is the most appropriate and have a
strong tendency to gear the existing and future development towards this

direction.



Factors the largely affect the current operation and management of

the ethylene based petrochemical industry can be identified as follows:-

1. fThe Government's promotion and incentives for investment. This
factor does not only encourage investment, but also influences the financing
planning of the enterprise, its size of investment, the proportion of the
and “foreign stockholderé,the debt-equity zatio, degree of liquidity and rate
of return on investment, The low cost of production as a result of the
exemption or special reduction on import tax or commercial tax on machines,
equipment and raw materials‘has increased its competitiveness in the market.
It gnables them to set thedir price effectively against other competitors,
Besides, in certain circumstances, it also helps to control the level of

demand and.supply and reduge the level of cempetitivesness in the market.

2. Raw material supply: ' The development of natural gas and its
downstream related industries naturally leads to the production of raw
materials and intermediates for utilization in the ethylene based petrochemical
industry. It therefoxeé effects the plans of some industrialists who wish

to increase production by using ethylene as the primary raw material.

3. Technology. @ This dynamic ‘£actor influences various aspects of
operation i.e. production, marketing, financing and management .of.-.the

industry.

problems and difficulties faced by ethylene based petrochemical

industry under our study are as follows:

1. The fluctuation of their prices and the shortage of the principle
raw material which must be imported,
2. The unreliability of the Natural Gas and Related Industries

Development Project in producing the domestic source of raw material,



3. Their limited export markets due to incompetitive price.

4. Management problems i.e. unacceptable planning; delegation of
authority, promotion training and development of manpower, personnel
supervision and contfolling.

5. The problem of technology transfer which stems from the
limitation in using the productioh process license as well as the shortage

of materials, machineries, equipment and pérsonnel.

The following reéccrmmendations are made on the basis of the above

mentioned problems:

1. To counter with the problem of raw materials supply, the
Government should suppoxt the development of petrochemical industries that
will furnish sufficient supply of raw materials for the ethylene based
petrochemical industry. The Government' should give particular attention
to the Natural Gas and Related industries Development Project and formulate
a firm policy as scon as possible to give maximum assurance to the private
sector and ensure that they can plan and woik in accordance with the overall

targets and cbjectives more effectively and without relay.

2. AltHough market expansion of MHis industry is difficult, the
_problem_can be solved by encouraging the develogment of industries which
serve as ‘the springboard for further development of thislindustry e.d.
the downstream plastic industries which not only market their finished

products abroad but also form a direct link to this industxry's future

expansion in absorbing their output.

3. Management Problems. The management should apply the principle
of human relations model and human resources model and adapt them according
to the situation by allowing staff paxticipation, effective communication
for better understanding and planning for staff recruitment and training.

Supervision is required in necessary circumstances and within a certain



2

limit only.

4. The problem of technology transfer can be solved by disseminating
technological knowledge among operators ., selecting the appropriate technology
or considering joint venture with foreign companies, in which case, they may
consider the service of the consultant company or apply for membership in

the International Technology Transfer Centre.

The problem of basic technology transfer may not be solved by an
individual firm itself, hut tegether, they could form an institute or
association to jointly gackle the problem. The Government can also help
to solve the problem by upgrading the standard of education and increasing
the fields of study to meéet the reguired technology in the country.
Government agencies whose sc¢ope of work is relevant to the technology may
be improved so that it can deal directly with the appraisal and screening
of the technology which is increasingly £lowing into the country. A
government agency should also be established to give advice on the source

of technology, purchasing contract and appropriate technology transfer.
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