December 20, 1958 —

Man to Watch in Mexican Petrochemicals

Prospective foreign investors have
long been awaiting a clear statement
of the future roles of government and
private industry in developing Mexi-
co’s embryonic petrochemical industry
(CW, Aug 16, p. 39). This week the
country's new leadership made a tenta-
tive start on the problem, set out to
clean up a bill hastily enacted by the
former government.

But, as Mexico's
three-week-old ad-
ministration begins to
put its house in order,
it 1s discovering that
policy lines must be
made a lot more defi-
nite before much U.S.

chemical capital is
lured south of the
border.

Since the 1941 oil
law was passed, the
¢ unwritten policy had
beeu that basic petro-
chemical raw mate-
rials would be con-
trolled by the gov-
ernment-owned oil
monopoly, Petroleos
Mexicanos (Pemex).
Still a mystery was the
future extent of
Pemex’s participation
in production of fin-
ished products (eg.,
resins, solvents, etc.).
Then, on Nov. 29
of this year—its last
day in office—Presi-
deat Ruiz Cortines’
administration passed
a long, fuzzily worded
“oil law,” which stated that Pemex
was 1o control all production. storing.
and selling of “those (petroleum) de-
rivatives which are susceptible 1o serve
as raw materials for basic industries.”
This left the business community
in confusion, so a “"hill of p;-mcul.m
was hastily thrown together. handed
around the following week
Chemical men were amazed to dis-
cover that the government’s noton of
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basic raw materials—to be produced
under Pemex control—included poly-
ethylene, butadiecne, styrene, am-
monia, polystyrene, acetone and
phenol. “Basic raw malterials” seemed
to be an open-end defimition that

could include anything the govern-
ment wanted.
While specifying government con-

New Pemex chief Roldan: ‘Welcome’ or ‘No Trespassing’?

trol, the law appeared to allow pni-
vate companies to share mvestments
vith Pemex or another government
But it didn’t look as f there

was much room for ULS. companies
Pc(rucht‘ﬂll(.al

agency

0 own or control

pl\mls

More Promising Policy: The new
Pemex president, Pascual Gulierrez
Roldan Deginning to hew oul

more Jdehnte And more promising

policy regarding Pemex's plans.

In his first exclusive interview with
the foreign press, Roldan told CW
that “for the present," Pemex intends
to build (with no equity shareholders)
four plants. They would make poly-
ethylene, butadiene, styrene and an-
hydrous ammonia.

The polyethylene plant would come
first, has been in the
planning stage for
vears. Eventually,
Roldan admits, Pem-
€X may go into “one
or two" other “basic
petrochemicals.”

Foreign Capital:
New foreign capital
— but not foreign
control — would ap-
parently be welcome
for these projects.
For chemical projects
outside of Pemex’s
domain, foreign in-
vestors are welcome,
but might get better
consideration if they
go in with “‘some"
Mexican capital, pri-
vale or government
—if it’s available.

Roldan’s record
may give prospective
investors a somewhat
clearer picture of
what's ahead. Before
taking on his Pemex
job, he headed the
Altos Hornos steel
mill (backed by gov-
ernment and private
capital), which ex.
panded enormously under his guid-
ance. By-product manufacture (begun
under Roldan’s tenure) is epitomized
by the $10-million St Gobain-Mex-
ican fertthzer plant

Roldan has a reputation for handling
labor  skillfully, s International-
minded, and has shown talent in
aftracting foreign Capital, He handled
recently concluded Degotiations with
three New York banks for $20 million




Chemical

to finance production of pipe for
natural gas transmission.

And Lots of Interest: Foreign in-
terest  in Mexico’s petrochemical
future s already perking. A new
Mexican investment company has just
been set up with capital from Ger-
many (Krupp and Siemens) and the
US. (Allen & Co., which controls
Syntex SA). The new combine, called
Intercontinental S.A., will be one of
Mexico's biggest private-investment
ventures. First on its agenda: a $10-
million fertilizer plant in Sonora. And
~nce Pemex really clarifies its policies,

.ercontinental may push into petro-
chemicals.

Mexico’s first big petrochemical
plant may be European-backed. Since
the inauguration of President Lopez
Mateos, an influx of important Euro-
pean businessmen, industrialists and
financiers has been noted. Montecatini
is reported to be keenly interested in
a Mexican petrochemicals venture.
And Oronsio de Nora (Milan), which
built Pennsalt’s Mexican caustic soda
plant earlier this y2ar,*could easily
put up a petrochemical plant.

Terms for Control: But Roldan still
has some obstacles to overcome be-
fore he can expect U.S. companies to
help usher in his heralded petrochemi-
cal boom. “Basic” and “nonbasic”
petrochemicals will have to be de-
‘ed (Roldan promises to issue a list

on). And U.S. companies will want
to know on exactly what financial
terms they will be able to participate.
Several U.S. producers tell CW they
are not interested in going into a
venture unless management decisions
will be in their hands.

A paucity of short-range incenlive
is another barrier to greater invest-
ment in Mexico. The market is still
too small to support the relatively
huge output of a typical US. petro-
chemical unit, For some products.
only batch operations are feasible.

And Roldan still faces strong ele-
ments of “antiforeign” nationalism
that could complicate his plans fo
draw in US, and European capital
Nevertheless, he promises “some big
petrochemical announcements” within
the next couple of months

Shell Decentralizes

Having put more than $130 million
into expansion projects over the past
seven years, Shell Chemical Corp.
management this week decided that
the company's centralized organiza-
tion is outmoded. Starting Jan. 1,
operations will largely be in the hands
of the general managers of tour newly
established divisions ama one pre-
viously constituted division.

President Richard McCurdy tells

_CW each division will be fully inte-

grated, having 1t1s owan sescaich, pro-
duction and marketing erganization.

Overriding reason for the move,
McCurdy explains, is the corporation’s
growth since it was promoted from
divisional to subsidiary status within
the Shell Oil system 13 years ago.
Sales of chemical products have
mounted about sixfold over that pe-
riod, now exceed $200 million/year.
Physical volume of chemicals sold:
more than 1 million short tons/year.
And the company now operates eight
large chemical and rubber plants,
four small alcohol denaturing units.

Top Officers Realigned: But one
reason for the timing of the reorgani-
zation is that one of the three incum-
bent vice-presidents—Leo Steck—has
reached retirement age. Under the new
organizational scheme, there will be
four vice-presidents, all based in cor-
porate headquarters — New York —
and working on matters involving
more than one division or the com-
pany as a whole.

Continuing in vice-presidential rank
will be Cecil Humphreys and George
Monkhouse. Moving up to vice-presi-
dential stature: Bernard Downey, now
general manager of manufacturing
operations, and George Huldrum, Jr.,
now manager of chemical sales.

Carryover division is the ammonia
division, principal ammonia and urea
producer in the Pacific Coast area,
with headquarters at San Francisco
and plants at Shell Point and Ventura,
Calif. Lawrence Roberts—now man-
ager of operations in that division—
will succeed Monkhouse as divisional
manager.

Four New Divisions: |.argest of the

Week

new divisions will be the industrial
chemicals division, to be headed by
Alfred Fleer. It will operate plants
at Norco, La.; Dominguez and Mar-
tinez, Calif.; and parts of the plant
and laboratory at Houston, Tex.

The plastics and resins division,
under Martin Buck, will start out with
only one main product line—Shell's
Epon-brand epoxy resins. It will be
sharing the Houston plant and labora-
tory facilities with the chemicals di-
vision. But this division appears to
have top growth prospects. One indi-
cation: it's in line to take over what-
ever project is eventually chosen for
Shell's nearly 200-acre plant site in
New Jersey, across the Delaware
River from Philadelphia.

The synthetic rubber division will
operate the plant and research labora-
tory at Torrance, Calif., with John
Cunningham as general manager.
Sumner McAllister will head up the
agricultural chemical division, which
will handle the plant at Denver, Colo.

Price Boost Benefits

In sizing wp the company-by-com-
pany impact of last week's federal
and state decisions on natural gas
pricing policies, chemical industry
management can be sure of at least
two effects:

e Both the US. Supreme Court’s
reversal of the “Memphis case” deci-
sion and the Texas Railroad Com-
mission’s approval of a 55% increase
in wholesale gas rates in the Houston
arca will lead to generally higher
costs for users of natural gas through-
out the country.

e With natural gas producers and
pipeline companies now confident of
higher returns on sales of their prod-
uct, there will be a new spurt in all
phases of the natural gas industry—
exploration, production, pipeline con-
struction. It follows that there should
then be greater availability of natural
gas for fuel and feedstock use in
many areas; and that there will be
an enhanced market for various
chemical products used in natural gas

operations—e.g., safety odoramt addi-
tives. pipe coatings, plastic pipe.
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rl Hombre a Cbservar en los Petroquimicos Mexicanos

—————— - — el A, — —

Los poslbles lnverslonistas extranjeros nan esperado des-
de nace mucho tiempo una declaracidn clara de los futuros papeles
del goblerno y la industria privada en el desarrollo de la em-
crionaria industria petroquimica de Wéxico (Chnem. "eek Ago. 16, -
p. 39). Lsta semana, 10s nuevos directores del pals han hecho un
arranque tentavivo sobre el problema, con intencidn de aclarar -
Uil proyecio de ley apuradamente promulgado por el gobierno ante-
rior.

Pero, conforme la administracidn de México, de tres sema-
nas de edad, empleza a poner la casa en orden, estd descubriendo
que las lineas de politica deberdn hacerse bastante mds definidas
antes de que mucno capital de los L.U.A. sea atraido al sur de la
frontera.

Desde que se aprobd la ley del petrdleo de 1941, la poli-
tica no escrita na sido que las materias primas petroguimicas se-
rian controladas por el monopolio petrolero en manos del gobler-
no, Petrdleos Meslcancs (Pemex). !ra todavia un misterio la ex-
tenslon futura de la participacicn de Femex en la produccidn de
prouuctos teruinados (v. gr. resinas, solventes, etc.)

Y entonces, el 29 de Noviewobre de este allo -su dltimo dia
en el poder- la administracidn del Presidente huiz Cortines apro-

DO una larga y obscuramente fraseada ley del petrdleo’” wue esta-

DleCe Que lemex controlaria toda la produccidn, almacenamiento y
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venta de ''a.uellos derivados (del petlroleo) g4e son susceptibles
de servir como materlas prisas para industrias basicas".

540 deJo a la cumanidad de hombres de negoclos en confu-
si6n, asi que apuradamente se recopilé un "bill of particulars"”
(prednbulos del proyecto de ley) y se past de mano en mano duran-
e la semanz sigulente.

Los lnteresados en actividades guimicas se sorprendleron
al descubrir que la ldea del goblerno de 1o gue eran materias -
primas basicas -para ser producidas bajo control de Pemex- in-
cluia polietileno, butadleno, estireno, amoniaco, poliestireno,
acetona y fenol. 'Materlas primas bdsicas” parecia ser una de-
finicidn tan amplia (open-end) gue podfa incluir todo 1o que el
zoblerno quislera.

Aungue especifica control del goblerno, parece que la -
ley permitia a las empresas privadas el compartir intereses con
Pemex O alguna otra dependencia del gobiermo. Fero no parecla
gue nublera mucho espaclo para que las compalilas americanas po-
seyeran O controlaran plantas petroquimicas.

Unag Politica peis prometedora: £1 nuevo presidente de Pe-
mez, Pascual Cutiérrez Holdan, estd empezando & elaborar una po-
litica mas definida -y més prometedora- acerca de 1os planes de
Pemex.

Ln sU priuoera eatrevista exclusiva con la prensa extran-
Jera, lolddn dijo a "Cnemical "eek' gue "por el momento' Pemex
intenta coustruir (sin otros accionistas a igualdad) (with no -
equlty sharehclders) cuatro plantas. in ellas no fadbricarian -

polietilenco, butadleno, estireno y amonlaco anhidro.




la planta de polietileno serfa la primerz, y ha estado
en la etapa de planeacidn durante afios. Eventualmente, admite
noldan, Pemex podria eatrar en “"uno o dos' otros "petroguimicos
basicos was'.

Capltal ExXtranjero: aparentemente, nuevo capital extran-
Jero -perc no control extranjero- seria bvlenvenldo para estos -
proyectos. Para otros proyectos guimicos fuera del dominio de
Pemes, 108 1lnversionistas extrangeros son bienvenldos, pero po-
drian obtener negor consideracion si se asocian con "algun'" ca-
pital mexicano, privado ¢ del goblerno -si 1o nay alsponible.

£l récord de holddn puede dar a los poslbles inversio-
nistas un cuadro algo mas claro de lo yue hay en el futuro. An-
tes de tomar su trabajo en Pemex, dirigié la fabrica de aceros
de Altos Hornos (soportada por el gzoblerno y por capital privado),
la que se expandio enormemente bajo su direccidn. La munufactu-
Ira de subproductos (iniclada bago su mando) se resume en la ln-
dustria de fertilizantes de ¢ 10 m.llones (dllares) formada en-
tre (capital) mexlcano y ©t. Gobaln.

loldan tiene ouena reputacion en el manejo de la clase
cbrera, tiene uia mente orientada internacicnalmente, y ha mos-
trado talento en atraer cupliul extranjero.

L1 mane d las negoclacicnes reclentemente concluidas con
tres bancos de Nueva York por ¢ 20 millones para flnanclar la -
produccidn de tuberia pare transmision de gas natural.

Y un grau loteres: =1 Interés extranjero en el futuro pe-
troquindco de Kéxico se estd despertando. Se ha forwado recien-

temente una compafiia luversionista mesicuna con capltal de Alena-

nia (Krupp y clemens) y los Istados Unldos (Allen & Co. Gue con-
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irola a “yntex, Y. A.). La nueva coanovinacién denominada lntercon-
tinental, ©. A. sera una de las mayores empresas privadas inter-
slonlstas en México. Lo primero en su agenda: una planta de fer-
tilizantes en ‘cnora por ¢ 10 millones (dolares). Y una vez que
Pemex realmente aclare su politica lutercontinental podria inte-
resarse en petroguimicos.

la primera planta petroquimica grande de México posible-
mente serd financlada por (capital) europec. Desde la tonma de -
posesion del Presidente LOpez Mateos se ha notado un influjo de
iombres de negoclios, industriales y lluancleros europeocs lmpor-
tantes. e ha reportado que Montecatini tiene profundo interés
en una empresa petroquimica mexicana. Y Orcnzio de Mora (Mildn)
gue construyo la planta de sosa cdustica de Pennsalt Mexicana a
principlos de este afo, fdacilmente podria erizir una planta pe-
troguimica.

“Condic s para el control: :in embargo, iloldén tiene
Ggue vencer todavia varios cbstaculos auntes de gue pueda esperar
Gue las compallas americanas den su ayuda al pregonado auge pe-
troguimico. Teudrdn que definirse cuales son 108 petroquimicos
‘vasicos  y 'mo basicos" (roldan ha gometido publicar pronto una
lista). Y las companias americanas querrdn saber exactamente en
qué condiclones fiuancieras podrén participar.

varios lndustriales americanos han dicho a Chemical Veek
Gue no estan lnteresad.us en participar en una empresa a menos -
gue las declisiones administrativas estéu en sus manos.

Lo Talla de incentivos a corto plazo (al capital corres-

poundiente) es oblra de las barreras para mayores inversiones en

Méxlco. [l mercado todavia es muy pequelio para sostener la pro-




ducclon relativamente glgantesca de una unidad petroguimica ame-
ricana tipica.

aru alguncs productos s6lo son poslbles las operaciones
intermitentes.

Y holddn todavia se enfrenta a fuertes elementos de na-
cionalismo "anti-extranjero" que podria complicar sus planes de
atraer capltales anericancs y eurcpeos. Sin embargo, ha prometl-
do "algunas importantes declaraciones relativas a petroguimica"

dentro del proximo par de mneses.

ie de la fotografia:

[l nuevo gefe de Pemex Holdan: ;Bienvenidos' o Prohibi-

.do0 el Paso'”?
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