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MINISTRY OF CHEMICALS AND FERTILIZERS
(Department of Chemicals and Petrochemicals)
New Delhi, the 26th April, 2007
Subject : Policy Resolution for Petrochemicals.
1.0 PREAMBLE

No. 25016/1/2003-PC. I1.—The need for better quality of life has been driving human race through ages to come up
with new improved material and create value added commodities, Globally there is a shift in manufacturing from the
metal/conventional material based products to chemicals based products due to conservation of natural resources,
energy efficiency, innovative design and other cost saving measures. Product innovation in the downstream
petrochemical products is the guiding factor in achieving the competitive edge in petrochemicals. The twentieth
century remains witness to the invention of one of the most versatile commodity material in the history of material
science i.e. synthetic polymers also known as plastics. Petrochemicals which comprises of plastics and host of other
chemicals are downstream hydrocarbons derived from crude oil and natural gas. These hydrocarbons are a valuable
resource and constitute vital raw materials for industrial development. The downstream petrochemical products
permeate our daily lives in almost every aspect. The value additions in the petrochemical chain offers immense
possibilities and cater to the needs of textiles and clothing, agriculture, packaging, infrastructure, healthcare,
furniture, automobiles, information technology, power, electronics and telecommunications and a host of other
articles of daily and specialized usages. ' ' “

The economic reforms initiated in 1991 brought about significant changes in
the structure of the domestic petrochemical industry. Delicensing and de-
regulation allowed the market forces to determine investment and growth.
Manufacturing has always been recognized as one of: the main engines for
economic growth, and accordingly, due emphasis is placed on growth of
industry by Government. It is now .established globaily that ethylene (the
main building block for petrochemicals) ‘consumption and polymer
consumption in the downstream plastic articles. have strong correlations with
the growth of Gross Domestic Product (GDP). Polymer consumption has
strong backward and forward linkages and an increase in polymer
consumption has a multiplier effect on the GDP growth. With the growth of
the economy and enhanced allocations for agriculture, irrigation and
infrastructure by the Government, the forward linkages of polymer
consumption will ensure further increase in GDP growth leading to better
quality of life and also an increase in direct and indirect employment
opportunities. Therefore, growth in the petrochemical sector needs to be
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encouraged in order to achieve global competitiveness, world scale operation,
increased value addition and sustainable development.

The world is witnessing a gradual shift in the production and demand for
petrochemicals from the West to East. Availability of abundant cheap raw
material in Middle East and emergence of Asia as the major consumption
centre has witnessed an enhanced investment flow to these regions. India and
China are expected to be the major growth centers in the course of next two
decades. It is, therefore, obvious that India can benefit tremendously from
this global shift in production and demand. This opens up €normous
possibilities of growth. While the economy of China grows at a fast pace and
its domestic demand and growing exports support the growth' of the
petrochemical sector; the Middle-East, because of its feedstock advantage,
has emerged as a major producer and exporter. India has to ensure that it
does not miss the opportunity in the Asian petrochemical boom. As per
projections Brazil, Russia, India and China are identified as the potential
nations in chemical powerhouses.

For attracting investments in Petrochemical complexes assured and abundant
feedstock supply is necessary. Unlike the Middle East, India does not have
feedstock advantage. However, to meet the energy security more crude oil
refining capacities are being planned. Depending on the configuration, these

refineries are likely to have significant naphtha availability. This can be used*

as feedstock for the future olefinic complexes. In case of natural gas,
production seems to have stagnated in the last few years. At present seventy
per cent of the gas is consumed by power and fertilizer industry. The
balance goes to industrial units where it replaces liquid fuels. Gas is also
being supplied on priority basis, to house holds as piped gas or to automobile
sector. The availability of Natural Gas may get eased out provided the
proposed transnational, pipelines and more gas finds materialize. Thus, while
there is a limited availability of Natural Gas as feedstock for Petrochemical
industry there is fikely to be an adequate availability of Naphtha. There is also
a need for development of alternate feedstock, There is a need to expiore the
possibilities of utilizing appropriate technologies for conversion of Gas to Liquid
and conversion of Coal Bed Methane to chemicals. As India does not have the
advantage of having cheaper crude and feedstock like the Middle East and
South East Asia, India has to focus more on value addition in the downstream
value chain namely on production of value added products from polymers.

Thus, in order to take advantage of the global shift in demand and production
for petrochemicals, to channelise substantial investments in this sector to
support the increased demand and to use the growth in this sector as a “force
multiplier” for the overall GDP growth, a National vision in the form of a Policy
document is needed. The Government is committed to taking all necessary
steps to encourage industrial growth and put it on a robust footing, through a
range of policies, and necessary facilitation to boost investments.

r
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This policy document aims to:-

i, increase investments in.the sector, both upstream and downstream
and capture a slice of the resurgent Asian demand in polymers and
downstream processing through additions in capacity and production
by ensuring availability of raw materials at internationally
competitive prices, creating quality infrastructure and other
facilitation to ensure value addition and increase exports.

ii. increase the domestic demand and per capita consumption of
plastics and synthetic fibres.

iif. and to-increase the use of petrochemicals in thrust areas;

iv. increase the competitiveness, polymer absorption capacity and value
addition in the domestic downstream plastic processing industry
through modernization, research and development measures and
freeing it from structural constraints; -

V. facilitating investment in the emerging areas of petrochemicals and
achieve environmentally sustainable growth in the petrochemicai
sector through innovative methods of plastic waste management,
recycling and development of bio-, photo-degradable polymers and
plastics. ,

vi. promote Research and Development in Petrochemicals and promote
Human Resource Development

2.0 PRESENT STATUS OF THE PETROCHEMICAL SECTOR

The upstream petrochemicals manufacturers have commissioned globally

competitive size plants with imported state-of-art technology from the world

' leaders. The upstream petrochemicals industry has also witnessed
consolidation to  remain globally competitive. The downstream plastic

processing industry is highly fragmented and consists of tiny, small and

medium units. Presently there are about 22000 plastic processing units of .

which about 75% are in the smali-scale sector. The small-scale sector,
however, accounts for only about 25% of polymer consumption. The industry
also consumes recycled plastic, which constitutes about 30% of total
consumption. The structural constraints in plastic processing industty relate to
the reservation of articles of plastics for manufacture in small scale sector,
While there are no quantitative restrictions on imports, incentives offered to
remain small have resulted in several sub-optimai size plants operating with
older generation technology. Plastic processed articles which are exported
both to the developed and the developing countries form about 1.2% share in

~the global export market even though it is one of the important foreign

exchange earners for the country, g

Petrochemical Policies ‘
The petrochemical sector is considerably dereguiated. The items which
require ‘compulsory licenses are Hydrocyanic acid and its derivatives,
Isocyanates and Di-isocyanates and Phosgene and its derivatives.
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100% FDI is generally permitted through the automatic route with out any

~ sectoral cap. Specific approvals are required only in case of proposals

requiring compulsory license, foreign investment of more than 25% in equity

‘capital of a company manufacturing items reserved for the small scale sector

and proposals relating to the acquisition of existing shares in an Indian
company.

Petrochemical products are imported freely under Open General Liceﬁce
(OGL). There is no regulatory control on the pricing of petrochemical
products.

3.0 ~ VISION, FUTURE THRUST AREAS AND TARGETS

Keeping in view the potential of the domestic petrochemicai industry and the
growth opportunities provided by the global shift in production -and demand,
the Task Force on Petrochemicals has envisioned the following :

« Development of value added, quality petrochemical products at
globally competitive prices using eco-friendly processes and
‘technologies. :

« Innovation of newer applications and products with focus on
sustainable development.

Petrochemicals have to play a vital role in ;addressing' our basic needs in the

fields of food and water security, shelter, clothing and textiles, health care,
social and physical infrastructure, Information, = Communication and
. Entertainment. : C

The thrust areas for the plastic industry include modern farming through
plasticulture, packaging for processed foods and consumer non-durables,
better performing plastics for automobiles and consumer durables,
infrastructure development through cost effective plastics and innovative

‘products for tele-communications and information technology services sector.

The future growth areas in synthetic fibers are Polyester fibers and yarn,
Polypropylene Filament Yarns (PPFY) and Acrylic fibers. There is also
substantial potential for growth in technica! textiles including performance
fibers.

The vision is to be achieved through promotion of Research and Development
and Human Resource Planning and Development to cater to the needs of the
industry by adopting a mission mode approach.

4.0 PETROCHEMICALS IMPERATIVES

The Indian petrochemical industry has a large and growing domestic market,
low per capita polymer and synthetic fiber consumption, expertise in
specialized products, large availability of trained manpower at relatively lower
wage rates, ability to adapt and assimilate new technology and competent
managerial and technical manpower. However, the downstream
petrochemical industry is hampered by certain constraints to growth and

22319 wid3- &
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investment, which may prevent them from becoming global players. In this
context following issues need to be addressed in order to achieve the desired
objectives. - ‘ .

4.1 Feedstock ,
The Indian petrochemical industry ‘is dependent on naphtha and natural gas
fractions (C2/C3) as feedstock, 60% of the petrochemical complexes use

issue for naphtha, both pricing as well as availability are issues with regard to
the C2/C3 gas fractions. Currently India does not have adequate availability

of gas even though enhanced exploration efforts under the National .

Exploration Licensing- Policy (NELP) are on, future requirements may have to
be met through imports.  In addition, since C2/C3 fractions are not freely
tradable, there is a need to arrive at the judicious mix of naphtha and gas
based cracker plants. Also due weightage need to be given for the utilization

of C2 / C3 fraction in natural gas and propylene derived from refineries for the

manufacture of value added petrochemicals. There is also a need for
development of alternate feedstock from agricultural produce, bio-diesel, etc.
Feasibility of alternate sourcing of petrochemicals from methane extracted
from lean natural gas needs to be explored.

The XI" Five Year Plan has envisaged a 12% growth in industrial sector,
The petrochemical sector needs to aim for a growth rate of 14% to achieve
the overall industrial growth of 12%. To achieve this there is a need for
working out the requirement and availability of feedstock for the upstream
petrochemical industry.

A Standing Committee with representatives from Department of Chemicals &
Petrochemicals, Ministry of Petroleum & Naturai Gas, Ministry of Power,
Department of Fertilizers and Ministry of Textiles will be set-up for
recommending a policy framework for fuli utilization of available feedstock at

internationally competitive prices and suggest measures for expanding the .

availability of feedstock, allocation of feedstock amongst the different
consuming sectors, quick resolution of inter-ministerial issues and suggest

measures to ensure the availability of petrochemical feedstock to future
cracker complexes.

4.2 Tariffs and taxes :
The Indian petrochemicai industry has been witnessing an accelerated

customs duty reduction regime during the last decade, yet the incidence of

taxes viz. Central Excise, VAT continues to be relatively higher compared to,
other Asian countries. There is also a need to remove anomalies in the duty

“a
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long gestation and pay back periods. Accordingly efforts will be made to have
a stable tax regime which will help in attracting investments.

4.3 Infrastructure :

‘The Indian petrochemical industry has been constrained by the lack of
adequate infrastructure. Expensive and poor quality of power, inadequate
water availability, inadequate common effluent treatment facilities, poor road
and transport conditions, congested ports etc. have been identified as the
critical areas affecting the growth of the petrochemicat industry. As per world
industry estimates poor infrastructure is the main constraint for attracting
investments in India. In order to address the issue of quality infrastructures
the following initiatives are being proposed:-

petroleum, Chemical and Petrochemical Investment Regions (PCPIRS)
The Petroleum, Chemicals and Petrochemicals Investment Regions will
promote investment in this sector and make the country an important hub for
both domestic and international markets, as per the PCPIR Policy.

Existing Industries o o

Presently Plastic units are dispersed throughout the country due to incentives
offered in the individual locations. There is a need to. form clusters with
provision of common infrastructure facilities to address the constraints of
common effluent treatment, transport linkages including roads etc., power
supply, water and facilities. For infrastructure related problems of the existing
industry, the Department of Chemicals and Petrochemicals would set up
Facilitation mechanism in consultations with the Concerned Ministries. .

Plastic Parks ' :

Government will evolve the feasibility of setting up of dedicated Plastic Parks
to promote a cluster approach in the areas of development of plastic
applications and plastic recycling. These would mainly benefit the downstream
petrochemical sector in the areas of technology development, best practices,

market development and recycling of plastic waste. Plastics Industry is a

major foreign exchange earner. TO enhance exports Plastic gxport Parks

would be considered to be developed as an integral part of the PCPIR. In

order to boost export of value added petrochemical products the existing

petrochemicals export promotion bodies will be involved in formuiating
~ appropriate strategies in Market Access Initiatives and market development
' assistance. ' ‘

. 4.4 Technology and Research and Development
The upstream petrochemical products are technology intensive for which the
. technologies are imported from the global licensors. while the new Indian
petrochei'nical complexes are based on state-of-the-art technologies, there are
still some old units which need to upgrade technology in terms of conversion
efficiency, energy economies, product qualities and newer applications. The
entire downstream plastic processing and fabrication industry needs major
technological upgradation in the areas of scales of operation, core processing

machineries, downstream finishing equipments, tools, moulds and innovations

—
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in end products to meet the emerging global and domestic market demands.
Currently the expenditure on Research and Development in this sector is less
than 1% of industry turnover. Promotion of Research and Technology
development in the petrochemical sector is envisaged to be carried out in a
mission mode, to strengthen and co-ordinate development of technology in
areas of comparative advantage. .

New advancements have also taken place in performance plastics, engineering
polymers and specialty plastics. There are also developments in advance
composite materials in the field of additives, master-batches, alloys, blends,
compounds, composites and high grade reinforcement materials such as glass
and carbon fibers which also requires attention for technology development. -

New developments in the field of bic and photodegradable plastics and _
replacement of additives and master batches by materials with lesser adverse :
impact on environment are taking place all over the world.

Research and Development efforts to modernize and upgrade the existing
manufacturing process, improve the quality of existing product, making it safe
for environment and human health. The areas could cover pipes used in
irrigation, drinking water, infrastructure, construction and other emerging
areas. ' '

National Programme on Petrochentical Development

A National Programme -on Petrochemical Development is proposed to be
formulated to improve the existing petrochemical technology and research, in
the country and to promote the development of new applications of polymers
and plastics. -The major components of this programme would be as follows:

Petrochemical Research and Development Fund :

A new scheme of Petrochemical Research and Development Fund (PRDF}
which would cater to the projects of R&D, waste management, recycling and
development of biopolymers and biodegradable polymers is proposed to be
formulated. The scheme will take into account the existing initiatives of the
Government on Technology Development and Technology Leadership India
and work out mechanism to dovetail with the existing schemes or suggest
'sector specific new initiatives. Special focus will be given to ‘supporting

research and development in new and emerging areas of petrochemicals ; .
technology. The fund would be managed and controlled by the Department of 4 R
Chemicals & Petrochemicals. Recommendations to the Department for the |
allocation of funds to industrial units and projects from this fund would be ‘o L

made by the proposed Plastic Development Council.

Plastic Development Council

Plastic Development Council under the Schedule 19 (4) of the IDR Act, 1951
will be set up. This body will be an advisory body with members from i
industry, academia, and the Government. This will work for a sustained |
development of plastics processing sector. :
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Centres of Excellence in Polymer Technology
Centres of Excellence will be set up in existing educational and research
institutions working in the field of polymers viz. National Chemical Laboratory,
Indian Institute of Chemical Technology, Indian Institutes of Technology,
National Institutes of Technology and others. The focus areas will include:
e Updating products for new uses, extending the cycle for existing
products through modification . R
« Innovative product technology and product design changes.
Improvements in the production process to make it more efficient
Recycling . process technology, innovative collection, segregation,
cleaning and development of recycled products
« Development of biopolymers and biodegradable polymers
Product developments using engineering polymers/ compounds /blends
/alloys
Industrial spent water treatment for recycling.
Other emerging areas in the field of Petrochemicals

Development of Bio-degradable Polymers

In view of the growing environmental concerns arising due to the non-
degradabitity of plastics, particularly carry bags, there is an urgent need to
develop biodegradable polymers. Biodegradable polymers have also been
identified as one of the core research areas under the New Millennium
Initiative Technology Leadership India (NMITLI), in the Ministry of Science and
Technology. The proposed PRDF would also fund projects for the development
of biodegradable polymers. '

4.5 Development of Piastics Applications in Thrust Areas
Plastics- are light in weight and save energy in the manufacturing and
transportation. It also provides cost effective substitutes for the conventional
and natural materials. Plastics can replace high value metals or wood in
various applications. It can be used in carrying potable water, plasticulture,
construction, etc. Engineering plastics have the potential for substituting
metals in high performance applications and are used in electronics,
telecommunications, automobiles, consumer durables, and infrastructure and
‘transportation sector for specific industrial applications. In the construction
industry also there is a wide scope for using plastic products like door /
window frames and insulation panels.. In the transportation sector, the use of
- ' geotextiles, geosynthetics and polymer-modified bitumen is highly
recommended. In respect of plasticulture there is a need to establish a linkage
between the National Committee on Plasticulture Applications in Horticulture
- (NCPAH) and the proposed Plastic Development Council (PDC) which may be
' . responsible for over all coordination, monitoring, technology support and
quality control in the field of plasticulture. Some countries like China have
made it mandatory to use a certain percentage of plastic products in various
sectors. The feasibility of increasing usage of plastics-in agriculture and other
sector will be examined. The policy woyld aim at encouraging,. promoting and
expanding the usage of synthetic fibres rather than replacing usage of natural
fibre with synthetic fibre. It is proposed to set up an Inter-Ministerial Expert
Committee under the Departmerit of Chemicals and Petrochemicals, which will
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100k into the requirement of making the use of plastics in thrust areas and
make recommendations to the concerned Ministries., This Expert Committee
will be serviced by the Plastic Development Council.

4.6 Plastic processing industry

The plastic processing industry is fragmented largely due to the incentives
given to small-scale industries (SSI) and reservation of items exclusively for
. the SSI sector. Prior to the 1990s the domestic plastic processing industry
was generally insulated from overseas competition due to restricted imports.
However, with the removal of the. quantitative restrictions in 2001-02, the
industry has been exposed to international competition and is made to look
into different aspects of competitiveness including optimum scale of
production, technology and quality. The larger units in the downstream sector
have gone in for technological upgradation. However, the units in the small-
scale sector have lagged behind.

In the small-scale sector the economics of technology upgradation runs
counter to the fixed investment ceiling in plant and machinery. Exposing the
- plastic processing industry to international competition, while reserving many
of these items in the SSI sector are, therefore, needs re-consideration.
Through a process of consultation with the stakeholders the items reserved for
SSI will be reviewed. :

- Quality of .the Plastic products and development of brand image in plastic
products are essential to sustain the export of value added plastic products.
Steps will be taken to augment the existing Testing centers and promotion of
new testing centers -in the public private partnership to act as Certifying
agency for testing of plastic products and raw materials to meet the
international as well as BIS standards. o

4.7 Human Resource Development .

The increased demand of petrochemical products and the use of advanced
technology bring the issues of quantity and quality of manpower into focus.
Even though greater automation would somewhat reduce the gap in the
quantity of manpower, quality issues will continue to remain important. In
order to meet the requirements of skilled manpower, there is need to support
and augment the training programmes of organizations and institutions
engaged in this field. '

Emphasis will also be laid on low end skills development in addition to high
end manpower development. The Government will consider extending support
for introduction of suitable course curricula, in consultations and partnership
with user industries, in Industrial Training Institutes etc.

Existing institutions will be encouraged to network and synergistically
cooperate amongst themselves. In addition, the private sector would also be
encouraged to set up training institutes in plastic engineering and technoiogy.
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Efforts will be made for providing technically trained manpower in the North
Eastern Region.

In recognition of the pioneering role of the Central Institute of Plastics
Engineering and Technology (CIPET), it will be further strengthened and
expanded. '

4.8 Plastics and environment _ ‘
A policy that aims to increase the per capita consumption of plastics must also
devote attention to issues relating to plastic waste disposal and its effect on
environment. Plastic conserves natural reserves like wood, metals etc.
Plastics are recyclable per se and not harmful to the environment. The
_ _ presence of carbon and hydrogen in the polymer chains makes it a source for
N energy recovery. There is need to develop awareness on recyclable properties
of plastics and eliminate its littering. Promotion of recycling technology for
used plastics may be promoted as a parallel industry. The recycled plastics
industries have already made a mark by providing employment in the
manufacture of varied consumer products. Research projects are aiso
underway. to generate fuel from recycled plastic. Due ‘emphasis will be given
to this area. To address environmental problems concerted efforts by the
Government, industry and non-government organizations are required for
bringing awareness about the proper disposal of plastic waste and for
developing suitable mechanisms for systematic waste collection, recycling and

promote recycled products in the non-critical applications. ‘

4.9 Initiatives on Waste Management

The Department of Chemicals and Petrochemicals will promote Plastic Waste
Management through the polymer/plastic industry, Indian Centre for Plastics
in the Environment and other organizations working in this area. Plastic
industry will be encouraged to take up community awareness Program on safe
use of plastics through continuous and voluntary information, education and
communication (IEC) campaigns with a view to achieve visible results.

For curtailing the indiscriminate littering of spent plastic packaging, efforts will

be made to evolve mechanism for industry contribution to the recovery and

“recycling of the post consumer spent packages. Encouragement for the use of
- recycled plastic products in non-critical services will be given priority.

Urban Local Bodies would be supported and their capability will be
= “strengthened so that they can effectively deal with issues relating to plastic
waste management. An Incentive Scheme for urban local bodies which
contribute significantly towards plastic waste management/ recycling would be
formulated with the Ministry of Urban Development being the nodal agency.

The policy of restrictions on import of plastic waste/scrap will be reviewed in
consultation with the Ministry of Environment & Forest and Department of
Commerce. ' o S : T
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4.10 Competition, Market Dominance and Monopoly

It is the avowed policy of this Government to discourage and oppose. the
emergence of any monopoly. This Government believes that privatization
should increase competition, not decrease it. The National Policy on
Petrochemicals contains policy measures to provide level playing field, reduce
barriers to entry, increased competitiveness by encouraging to bring in
- investments in modern technology and development of infrastructure thereby

enhancing competition and restricting any monopohstlc or ohgopollstlc_

tendenc;es

4.11 Modernization of Synthetic Fibre Industry

The synthetic fibre industry is fragmented and most of the plants are of sub-
optimal size with outdated technologies., The Government will encourage
technology upgradation of synthetic fiber industry.

Thrust will be given for the development of high performance yarn used in the
manufacture of technical textiles. These fibres are used in the geo-textiles for
road construction, fire retardant textiles in public places, air bags for
passenger cars and non woven disposables in health care. These application
areas need encouragement in investment and creation of awareness.
Formulation of quality standards for technlcal textile fibre and textiles is also
desired. .

4.12 Promotional Issues

National Awards for Technology Innovatlon

A scheme of national awards for technology innovation in various fields of the
petrochemical and downstream plastic processing industry is proposed to be
formulated. Under this scheme the Government would institutionalize awards
for outstanding contributions made in technology innovation. The selection
for awards would be made by a Committee of eminent persons.

Industrial Trade Fairs and Exhibitions

The Government would actively support the marketing and organization of
major exhibitions and events in order to create awareness on the use and
disposal of plastics. The proposed Plastic Development Council would also
promote such events with the help of ITPO and other organizations.

The Department of Chemicals & Petrochemicals would actively undertake the
holding of seminars, workshops, industry meets, publication of promotional
literature and other such measures as may be warranted to promote
investment and new applications in petrochemicals. The industry associations
would be associated with the organization of these events.
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