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Concerning reorganization of our country s petrochemical complexes from the perspective of the
competitive factors

The bulk of the manufacturing process can be divided into three stages; olefin, monomer, and
polymer. These plastics are the most commonly manufactured products in the petrochemical
industry. When we think about the international competitiveness of the petrochemical industry,
first, we must judge plant economics based on the following three points; economy of scale,
economy of integration, and economy of range.

While the capacity of olefin plants established after 1990 in East Asia and the Middle East were
about 800,000 tons, most of our country s olefin plants are outdated and their production
capacity is, at best, 500,000 tons. It is clear that the competitiveness of our olefin plants islower in
the economy of scale. This is also true for monomer and polymer facilities. Furthermore,
considering the easy access to crude oil in the Middle Eastern plants, the competitiveness of our
plantsis lower in the economy of integration.

Next, a plant using naphtha can produce more varied chemical goods than a plant using ethane.
Therefore, our naphtha plans are more competitive than the Middle Eastern ethane plants in the
economy of range. But, Japan s economy of range has been overcome by overseas plant’s economy
of integration and economy of scale.

When we think about the international competitiveness of the petrochemical industry, we must
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consider the location of the petrochemical complex. In the United States, most of the
petrochemical complexes are conveniently located in Texas and Louisiana and linked mostly by
pipe, which can be useful to the domestic petrochemical industry, which can be described as" the
economy of network". On the contrary, our petrochemical complexes are too distantly located and
can not all be connected by pipe. But our complexes are isolated and this diminishes
competitiveness of our industry. Until 2004, our resin market was protected by a high tariff, but,
now we can import cheaper petrochemical products made in East Asian and Middle Eastern plants.

Domestic petrochemical production capacity should be reduced and investment in bigger
overseas plants should be increased. At present, to benefit the national economy, we should
decrease the domestic petrochemical production capacity, and expand imports from favorable
overseas plants.
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(1) (94.10.1)
) (97.10.1)
(1) LDPE HDPE PP
(i) 65% ( )35% (95.6.1)
-( )PP ( ) (99.6.1)
(ii) (96.5.24)
- () 65% 35% (98.11.1)
-------- 100% (03.6.2)
(iii) (02.4.1)
() (03.10.1)
) PE
(i) HDPE (97.8.7)
(ii) 50% 42% 8% (03.9.1)
) PP
(i) ( ) (95.7.1)
(ii) ( )PP (97.7.1)
(iii) (02.4.1)
(iv) ( )50% 50%( 32.5% (
)17.5%) ( ) (99.6.1)
(v) (01.4.2)
(vi) 65%  35% (03.10.1)
(4) PVC
(i) 40% 30% 30% (95.7.1)
() 71% 14.5% 14.5% (00.3)
iy  37% ( )37% 26% (96.1.9)
() 68% 16% 16% (00.3)
(iii) 60% 40% (00.4.1)
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[A] 4 [B] +B8] [B./C]
I F L | 759 720 8,316 8.7%| 3HE-3%
RYITFL > 3689 1,075 4,764 22.6%| 6HE-9H
R)yZF7oE L | 2833 469 3,302 14.2% 4HE-5¢
RKYRXFL U 1044 503 1,547 32.5% 6HhE-9%
e — )L #AE| 2340 3,481 5,821 59.8%| 8hE- 1044
IFLIH1)a—)L| 1,066 787 1,853 425% 3HE-3
BETLI2ILEE| 1450 2,318 3,768 61.5% 4HE-64
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