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In December 2019 the UN Economic Commission 
for Latin America and the Caribbean stated that 
the region’s economies cumulatively saw a 
near-zero rate of growth that year, while the pre-
pandemic projection for 2020 was an average 
expansion of 1.3%. The organisation noted that 
the 2014-20 period saw the region’s lowest 
growth rate in seven decades, with deceleration 
witnessed across many sectors. The economic 
slowdown followed the global oil price crash and 
the end of the commodities boom, which gave 
way to political uncertainty; this took its toll on 
the largest economies in the region – most of 
which faced low levels of public investment, 
weak global trade and bearish investor 
sentiment shaped by domestic policies. 

Heading into the Covid-19 pandemic, 
overstretched health care sectors exemplified 
the state of general underinvestment. Latin 
American governments spent an average of 3.7% 
of GDP on public health prior to the crisis – far 
below the OECD average of 6.6%. 
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Pre-Covid-19 Macroeconomic Overview

Part 1: Resilience

Brazil
Latin America’s most populous nation was 
recovering from its 2015-16 recession prior to 
the Covid-19 outbreak, albeit at a slower pace 
than previous recovery periods. Despite having 
one of the region’s strongest health systems, 
Brazil faced limited fiscal space and sluggish 
private consumption prior to the pandemic – 
factors that worsened with the drop in oil prices, 
Covid-19-related restrictions and one of the 
highest infection rates in the world.

Colombia
Before Covid-19 Latin America’s fourth-largest 
economy fared well in terms of GDP growth 
when compared to its neighbours, expanding by 
3.3% in 2019. However, that year Colombia 
struggled with high unemployment levels, which 
fluctuated between 9% and 12.2%, and a rising 
debt profile. A combination of pandemic-related 
expenditure, a high number of Venezuelan 
migrants and lower oil prices are now putting 
pressure on the country’s recovery prospects.

Argentina
The challenging economic situation in Argentina 
preceded the Covid-19 pandemic. The country 
recorded 53.8% inflation at the end of 2019 – 
second only to Venezuela’s hyperinflation – and 
narrowly avoided default on a $65bn debt-
restructuring deal in September 2020. This 
increased the country’s vulnerability to the 
pandemic and constrained its ability to cope 
with long lockdown periods.

Mexico
Sluggish growth in 2019, a volatile political 
climate and the decline of oil prices in early 2020 
placed Mexico’s economy in a challenging 
position prior to the pandemic. Although Mexico 
has managed to attract high levels of foreign 
investment and position itself as a centre for 
global manufacturing, strict fiscal austerity 
policies and certain government decisions have 
had a negative impact on private investment and 
consumption, adding a layer of vulnerability to 
the country’s response to the health crisis.

Graph source: IMFOBG Covid-19 Recovery Roadmap
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Annual ethylene capacity in Latin America, 2020 (tonnes)

The year before the Covid-19 pandemic upended economic 
activity around the world, the global chemical and 
petrochemical industry was already facing a slowdown 
driven by lower-than-expected demand from key markets 
such as China, which left excess capacity. Latin America 
was no exception to this trend after experiencing a 
growth period from 2015 to 2018 that saw the region add 
significant capacity and benefit from cost advantages of 
relatively low oil prices. The top ethylene producers in Latin 
America – namely Brazil, Mexico and Argentina – account 
for 90% of the approximately 7.6m tonnes of annual 
ethylene production capacity in the region. Brazil hosts the 
largest petrochemical producer, Braskem. The company 
produced 3.2m tonnes of ethylene in 2019 out of a capacity 
of 3.95m tonnes, and has operations in Mexico and the US. 

A persistent bottleneck for Latin American producers has 
been feedstock availability, whether naphtha or ethane. 
This is particularly true for Mexico, where Pemex, the 
national oil company, has seen declining production rates 
of basic petrochemicals and reduced indigenous gas supply, 
both of which impacted the petrochemical supply chain. 

As a result, the Braskem-Idesa Petrochemical Complex 
in Mexico began importing gas from the US in February 
2020, although the volume and supplier was not disclosed. 
The complex held an import agreement that allowed it 
bring up to 12,800 barrels per day of ethane to the plant, 
representing nearly 20% of its needs. 

Ethane crackers, which are predominant in Mexico and 
Argentina, had cost advantages over naphtha to produce 
ethylene when the price of a barrel of oil hovered around 
the $60-70 range in 2019. However, this advantage and 
higher margins were eroded when oil prices plunged 
during the second quarter of 2020 amid a sharp drop in 
global demand to as low as $10-15 per barrel. Conversely, 
this benefitted users of heavier feeds and raised the 
cost effectiveness of naphtha crackers. In Brazil naphtha 
accounts for 73% of all feedstock. 

Although the Latin American chemical and petrochemical 
industry entered the pandemic facing shrinking margins, 
excess capacity and sluggish global demand, the arrival of 
Covid-19 laid the groundwork for disruptive innovation. 

Part 1: Resilience

Chemical and Petrochemical Industry

Infographic source: IHS MarkitOBG Covid-19 Recovery Roadmap
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Scores on the Logistics Performance Index*, 2018

*Ranks the quality of infrastructure related to trade and transport from 1 to 5

Bolivia 2.15

Guatemala 2.20

El Salvador 2.25

Peru 2.28

Costa Rica 2.49

Uruguay 2.43

Paraguay 2.55

Colombia 2.67

Ecuador 2.72

Argentina 2.77

Mexico 2.85

Brazil 2.93

Chile 3.21

Panama 3.13

2

3.5

In 2019 the combined GDP of the economies of Latin America and 
the Caribbean stood at $5.13trn – more than twice the GDP of the 
whole of Africa, according to the IMF. However, when compared 
to global GDP of $87.55trn that year, the region makes up a 
relatively small share of the world economy. Nonetheless, when 
it comes to the export of agricultural products and certain other 
natural resources, Latin America is a major player in the global 
marketplace, and the logistics of these countries are of strategic 
international importance. The area holds further significance 
for trade since the Panama Canal – one the world’s two most 
important canals – connects the Atlantic and Pacific oceans. 

Two main challenges persist for logistics in Latin America: 
elevated costs and a lack of high-quality infrastructure beyond 
major cities – 60% of roads in the region are not paved, for 
example. Logistics costs are equivalent to roughly 14% of GDP 
in Mexico and 19% in Latin America as a whole; costs can be 
even higher in rural areas due to a lack of comprehensive 
infrastructure. By comparison, logistics costs average 9% of 
GDP in OECD countries. Long before the Covid-19 pandemic, the 
greatest hurdle for the logistics sector was the “last mile”: the 
final step in the delivery process from a distribution facility to the 
end consumer. Last-mile delivery generally accounts for half of 

logistics costs and up to 90% of all problems along the logistics 
chain, stemming from errors in route planning and timing, and 
poor accessibility in certain areas. 

Resolving these inefficiencies will be crucial as e-commerce 
grows; such challenges have become more apparent with 
increasing internet penetration across the region and the 
resulting democratisation of digital consumerism. Greater 
infrastructure investment is one solution; countries in Latin 
America and the Caribbean invested an average of 2.8% of GDP 
per year in infrastructure in the 10 years to 2018 – a figure in line 
with sub-Saharan Africa – of which 2.3% came from the public 
sector and 0.5% from the private sector. This is less than in East 
Asia and the Pacific, where countries invested an average of 5.7% 
of GDP, the Middle East (4.8%) and South Asia (4.3%). 

While Brazil is home to the biggest logistics network in the region, 
followed by Mexico, Costa Rica has posted the strongest growth 
in the past decade due to its increasingly globalised economy and 
expanding trade with countries in other regions, namely Asia. This 
is in addition to Costa Rica’s more international manufacturing 
supply chains, as well as an increase in e-commerce that drove 
logistics demand in the years leading up to the pandemic.

Infographic source: World Bank

Regional Logistics

Part 1: Resilience

OBG Covid-19 Recovery Roadmap
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Demand-side Dynamics 
As the scope and severity of the Covid-19 
pandemic became apparent in early 2020, 
worldwide demand for oil fell from an average of 
100m barrels per day (bpd) to between 15m and 
20m bpd in April of that year. This resulted in a 
sharp decline in demand for end-use, oil-derived 
products across all regions.

While overall demand for petrochemicals 
trended downwards during this period, fortunes 
were mixed across segments. Given the wide 
array of economic activities that depend on 
petrochemicals, demand was irregular across 
value chains in the early months of the health 
crisis. An example of this was when automakers 
in countries from Mexico to Brazil halted 
production in early 2020, when at the same time, 
demand for packaging materials for fast-moving 
consumer goods, food products, and sanitary 
and medical commodities remained resilient. 

This was partially due to an initial spike in 
demand for these products due to stockpiling 

in the first quarter of the year; later, a surge 
in delivery services amid lockdowns and 
social-distancing guidelines, and a focus on 
health and wellness positively contributed 
to petrochemicals’ performance. Demand 
for polyethylene – which is used in such 
products – was therefore robust, while that for 
polyurethanes used in idled industries such as 
construction dropped.

Moreover, the lower prices of crude oil seen in 
April 2020 resulted in lower prices for naphtha, 
a widely used petrochemical produced in Brazil. 
In macroeconomic terms this led to an increase 
in Brazilian naphtha exports. Elevated exports 
compensated for lower domestic demand, even 
as local producer Petrobras cut output in the 
second quarter of the year. While the country 
typically imports naphtha from the US, reduced 
demand freed supply for export to Asian markets 
and China in particular, whose economy had 
begun to restart by late March 2020 after the 
initial lockdown period in January and February. 

Oil use had been rising for decades prior to the pandemic
Consumption by region (%)
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Graph source: Our World in DataOBG Covid-19 Recovery Roadmap



BP

Latin America May 2021

 Part 2: Response

9

Supply-side Dynamics 

Despite the disruption border closures and reduced 
transport connections had on global trade flows, 
chemical and petrochemical supplies were relatively 
unaffected. Supply chains remained largely intact 
across Latin America as the petrochemical industry was 
considered essential by governments in the region. 

Many companies did, however, modify their offerings 
in light of unprecedented demand for products such 
as isopropyl alcohol – used as hand sanitiser – and 
ethanol. These shifts were also adopted by some 
outside the sector. One notable example was makeup 
producer L’Oréal, which used its plants in San Luís 
Potosí and Xochimilco to produce hand sanitisers for 
hospitals in Mexico City and north-central Mexico, 
respectively. Meanwhile, multinational brewery AB 
InBev manufactured 455,000 units of hand sanitiser 
for Latin America through its subsidiaries in Mexico, 
Colombia, Ecuador, Peru, the Dominican Republic and 
Honduras in the early months of the pandemic. 

The immediate impact on the region’s chemical and 
petrochemical industries differed based on companies’ 

clients. In the second quarter of 2020 Brazil’s chemical 
industry was running at around 50-60% capacity, with 
a marked split between suppliers that sold to high-
demand sectors such as pharmaceuticals, sanitation 
and agriculture, and those in low-demand sectors 
such as automotive and aviation. Likewise, in Argentina 
the Chamber of Chemical and Petrochemical Industry 
reported that the sector was operating at around 
55% capacity for basic products and 82% for end-use 
petrochemical products in April 2020. The chamber 
also reported an 8% drop in production between March 
and April 2020. Small and medium-sized enterprises 
were the most severely affected, with a 22% fall in 
production over the same period.

Colombia’s supply dynamic is distinct from other 
markets in the region, as its petrochemical production 
is largely centred on fuel, while other raw materials 
are imported. While the country’s chemical and 
petrochemical industries were impacted by the drop in 
demand from the automotive segment, firms in Mexico 
and Brazil were more severely affected as automotive 
production plays a larger role in those economies. 

Brazil is South America's leading oil producer
Top oil producers, 2019 (000 bpd)

Trinidad & Tobago - 82

Brazil - 2877

Peru - 142

Ecuador - 531

Colombia - 886

Venezuela - 918

Argentina - 620

Infographic source: BPOBG Covid-19 Recovery Roadmap
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Case Study 
In March 2020 many countries in Latin America 
closed their borders to contain the spread of 
Covid-19, which presented significant challenges 
for trade. However, the swift implementation of 
new technology at many border crossings helped 
minimise physical contact when moving goods 
by land, while also facilitating administrative and 
regulatory processes. For maritime transport, a 
2020 review by the UN noted that Latin America 
and the Caribbean witnessed a 21% year-on-year fall 
in merchandise exports during the second quarter 
of the year, as well as a 33% decline in imports. 
Seaports – which serve as the region’s connections 
to global markets – enacted strict sanitation 
controls and vastly reduced capacity; however, liner 
shipping connectivity remained steady during the 
early months of the pandemic and increased in some 
instances due to high demand for food exports. 
Nonetheless, connectivity declined in certain parts 
of the region during the third quarter of 2020. 

Bolivia and Paraguay were the most affected by 
border restrictions implemented throughout 2020. 
As the region’s only landlocked countries, they are 
subject to their neighbours’ border policies and 
cannot rely on maritime logistics for trade. In the 
early months of the pandemic, cross-border travel 
restrictions between transit countries and the two 
landlocked nations resulted in delays of up to 40% 
for rail and inland barge services. 

A container shortage at ports in major exporting 
countries around the world lasted into the first 
quarter of 2021. As a result, Latin American buyers 
saw freight rates from Asia double in late 2020, 
although rates between North, Central and South 
America were largely unchanged. Latin America also 
witnessed export delays at some regional ports. 
Brazilian coffee exports were particularly affected 
by the container shortage, causing problems for the 
world’s largest supplier during peak coffee season.

Test of Trade

 Part 2: Response

The region’s liner shipping connectivity remained steady 
during the early months of the pandemic and increased in 
some instances due to high demand for food exports

OBG Covid-19 Recovery Roadmap

Originally established as a Customs broker in 
1978, Grupo Pasar has grown into a logistics 
services provider for international trade. The 
group has expanded its operations to serve 
a wide range of clients and industries both 
domestically and regionally. After more than 
two decades of partnering with global courier 
operators, the firm launched its own brand, 
Pasar Express (PasarEx), which has seen its 
share of the Colombian express delivery market 
grow. Alpasar, a sister company within the 
group, operates in the Zona Franca de Bogotá 
and Zona Franca de Occidente in Mosquera.

Widespread lockdowns caused by the Covid-19 
pandemic initially led to a sharp fall in trade, 
as well as Customs delays. The Latin American 
Association of Express Delivery Companies 
worked rapidly to convince governments 
to classify the logistics sector as essential 
and authorise its operations. Once deemed 
essential, Grupo Pasar sent all administrative 
staff to work from home and increased 

biosecurity measures to protect operational 
workers. E-commerce in Colombia boomed in 
2020, driving high demand for logistics. This 
motivated players to differentiate themselves to 
serve new clients. “Logistics firms need to have 
robust digital and physical infrastructure to 
meet the evolving needs of e-commerce clients 
and customers’ high delivery expectations,” 
Alfredo Castellanos, general manager of Grupo 
Pasar, told OBG. “These investments – although 
costly – boost overall competitiveness and 
translate into higher handling capacity, revenue 
and value added for clients.” 

These efforts have resulted in PasarEx 
becoming the Customs clearance and 
distribution services provider in Colombia 
for one of the world’s largest e-commerce 
companies. Similarly, Alpasar is the Colombian 
logistics operator of a global home appliances 
firm. The group is looking to expand into 
Ecuador, Peru and Argentina, while growing its 
current presence in markets like Costa Rica. 
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Global Recovery Prospects
With chemical and petrochemical demand 
differing by application and geography, the 
industry’s recovery prospects vary substantially. 
An October 2020 report by global consultancy 
McKinsey projected that petrochemical demand 
overall would recover to pre-pandemic levels by 
the end of 2020 in a positive scenario, the first 
quarter of 2022 in a muted scenario and the 
beginning of 2023 in a slow scenario. Given the 
possibly significant economic impact of second 
and third waves of the pandemic around the 
world, including in the Americas and Europe, 
demand recovery may begin in the second 
quarter of 2021 and reach 2019 levels by early 
2022, matching McKinsey’s muted scenario. 

The petrochemical industry was already entering 
a downturn in 2019, with margins at chemical 
firms forecast to be low in 2020-21. While 
Covid-19 brought its own challenges, demand 
for fertilisers, polystyrene disposals and cyanide 
remained strong during the pandemic due to high 
consumption of food products and disposable 
plastics. Indeed, petrochemicals was notably the 

only industry that showed consistent demand 
for oil throughout 2020, as transport and energy 
needs dropped due to weaker economic activity. 
Petrochemicals are forecast to post 3% demand 
growth in 2021 and 4% in 2022, according to 
consultancy IHS Markit – a projection based on a 
recovery in durable propylene-derived products 
and continued high demand for ethylene-derived 
products for packaging. 

As a result of the sharp drop in oil prices in 
early 2020, the petrochemical industry’s value 
pool was expected to remain depressed until at 
least 2023. However, as the industry was already 
experiencing a downcycle prior to the pandemic, 
McKinsey stated that the value pool may not 
return to the levels seen in 2017-18 until 2030. 

On the supply side, producers in all regions are 
unlikely to invest in new facilities in the short 
term – putting plans to expand capacity on hold 
during the first half of the decade. However, 
in the medium term, the underlying market 
fundamentals of the petrochemical industry 

– especially in the Asia-Pacific region – are sufficiently robust that healthy growth is forecast for 
the decade as a whole: in February 2021 Precedence Research, a Canadian market research firm, 
projected a compound annual growth rate of 5.1% between 2021 and 2030. 

In all, a report on the chemical industry by credit ratings agency Moody’s, published in December 
2020, noted a stable outlook for 2021. While it pointed to ongoing challenges for recovery, it also 
cited expectations that business conditions would improve after the first quarter of 2021, with 
growth in Asia serving as the backbone of the rebound for producers around the globe. The report 
cited stable to robust demand for food and beverages, pharmaceuticals, and home and personal 
products in 2020, while industrial activities that suffered a greater fall over the course of the year – 
such as construction – recovered more quickly than expected by the end of 2020. 

$729bn 
2030F$452.9bn

2020

Infographic source: Precedence Research

61%

Value of the global petrochemical industry

OBG Covid-19 Recovery Roadmap
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Recovery in Latin America 
Latin America was among the hardest-hit regions 
in 2020 in terms of chemical production, and while 
the petrochemical industry was more resilient, it 
nonetheless experienced structural headwinds. 
Brazil’s ongoing battle with the virus has dampened 
domestic petrochemical demand, which has only 
been partially offset by an increase in demand from 
China and a resulting rise in exports to the world’s 
second-largest economy. Exports beyond the 
region, specifically to Asia and Europe, could serve 
as a central driver of the local industry’s recovery, 
especially if vaccine programmes accelerate and 
consumer confidence rebounds in key purchasing 
markets in those regions. 

In Mexico low levels of domestic feedstock remain a 
challenge for petrochemical production. President 
Andrés Manuel López Obrador said in July 2020 
that he aims to halt the export of heavy crude oil 
and achieve complete self-sufficiency in refined oil 
products by 2023, yet any increase from the current 
low production base of Pemex, the national oil 
company, is likely to be gradual. The country cannot 
reduce its imports of polythene – which account for 
60% of the total in Mexico – unless production ramps 

up at Braskem-Idesa’s Etileno XXI cracker in the state 
of Veracruz. However, this would require a more 
regular supply of oil from Pemex.

Meanwhile, chemical and petrochemical production 
in Argentina was 7% higher in the January-September 
period of 2020 than in the same period of 2019, 
according to the country’s Chamber of the Chemical 
and Petrochemical Industry. Exports, however, 
fell by 18% year-on-year. The growth in output is 
attributable to strong domestic demand within 
certain value chains that call for chemical and 
petrochemical products, which would also account 
for the sharp drop in exports. Looking ahead, as 
the production of chemicals and petrochemicals 
accounts for around 20% of industrial activity in 
Argentina, producers could facilitate wider economic 
growth by generating jobs and exporting value-
added products to bring in more foreign currency. 

Less foreign exchange volatility would likely cement 
growth prospects for 2021, creating more stability 
for polymer imports compared to 2020. That year the 
currencies of Argentina, Brazil, Colombia and Mexico 
all saw sharp depreciation against the US dollar.
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strongest rebound in chemical production in 2021
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Case Study 

Pochteca is a Mexico-based firm with an 
international footprint focused on the sale and 
responsible distribution of chemicals and 
industrial solutions to a variety of customers 
across the Americas. 

Given that the chemical industry was deemed 
essential during the Covid-19 pandemic in the 
countries in which Pochteca has operations, 
the company’s plants and commercial branches 
were permitted to continue to operate 
throughout the lockdown periods. Operations 
continued alongside the implementation of 
strict safety measures, including the universal 
use of personal protective equipment. 
Moreover, throughout the pandemic Pochteca 
worked with the surrounding communities and 
donated sanitising chemicals for use in 
essential facilities such as hospitals, transport 
systems and schools. All employees considered 

vulnerable to Covid-19 were sent home a few 
weeks before government restrictions were 
implemented, while office personnel and sales 
staff were transitioned to remote work. 

“The main trends that emerged from the 
pandemic were digitalisation and ICT tools that 
enhance mobility, remote work, and customer 
and supplier communications,” Eugenio 
Manzano, executive director of Pochteca, told 
OBG. “This has been key to maintaining 
business continuity. There is also a shift 
towards healthy and green products, not only 
in food, but in industrial products as well.”

It is likely these customer preferences will 
remain after the pandemic. To this end, 
Pochteca is constantly developing new 
products and services that align with this 
emphasis on health and the environment.

PRE-SALE AND  
POST-SALE TECHNICAL  
SUPPORT

PAPER 
Supplying the 
packaging industry  
and graphic arts

FOOD 
Additives, functional 
ingredients and process 
support for the food industry

LUBRICANTS
Products for the manufacturing 
sector aimed at extending the 
life of equipment and increasing 
production line productivity

Food

Environmental 
services and
solutions

Chemicals

Coatings

PRODUCT 
LINES

CHEMICALS
Generic 
inorganic 
and speciality 
chemicals 
for industrial 
processes

SOLVENTS & BLENDS 
Blends, solvents and raw 
materials for the automotive, 
printing and coatings industries, 
as well as other manufacturers

OBG Covid-19 Recovery Roadmap
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Near-term Opportunities

The recession experienced in Latin America during 
2020 was significantly more severe than in other 
regions, with a GDP contraction of 7%, compared to 
the average decline of 2.2% for emerging markets and 
developing economies globally. The region’s economic 
rebound in 2021 is forecast to be more muted than in 
other regions as well, with growth of 4.6%. This is less 
than both the advanced economies average of 5.1% and 
the emerging economies average of 6.7%, per the IMF.

The economic reality of the pandemic had a direct 
impact on logistics demand across Latin America, 
with the level of imports particularly affected. In 
2021 the logistics sector will play a leading role in 
ensuring vaccine rollouts are timely and effective. Many 
countries in the region have been among the hardest 
hit by the virus worldwide in terms of deaths, and 
given the lack of substantial local vaccine production 
capacity, logistics operations must involve proper ultra-
cold storage handling and efficient last-mile distribution 
in both rural and urban areas. The need to vaccinate 
some 500m people across the region will place a 
burden on logistics capacity, and will be a stress test 

for transparency, efficiency and collaboration. Mexico, 
Costa Rica and Chile were the first in Latin America to 
launch vaccination campaigns in December 2020. 

Looking ahead, recovery in the logistics sector is 
expected to be strong as the global economy ramps 
back up in 2021. Estimates by Allied Market Research 
put the value of the Latin American logistics market 
at $784.6bn in 2027, up from $542.4bn in 2019, for a 
compound annual growth rate of 6.2%. 

Regional logistics growth will largely stem from 
sustained e-commerce demand, which was spurred by 
lockdowns and social distancing during the pandemic, 
the sharp increase in internet penetration in recent 
years and the ongoing digitalisation of payments. 
This will, in turn, boost the need for efficient last-
mile services. Large consumer markets such as Brazil, 
Mexico, Colombia and Peru now have significantly 
more capacity to handle e-commerce-related logistics 
activities than they did before the pandemic, which 
provides a solid foundation for a consumer-led surge as 
economic fundamentals become stronger. 

Graph source: EBANX Beyond Borders 2020
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2025

Air Liquide 
30% vs 2015

Covestro 
50% vs 2005

Evonik Industries 
50% vs 2008

SABIC 
25% vs 2010

Shin-Etsu Chemical 
55% vs 1990

2028
Linde 

35% vs 2018
Lotte Chemical 

26% vs 2013

2030

Braskem 
58% vs 2008

LyondellBasell Industries 
15% vs 2015

Mitsui Chemicals 
25% vs 2005

Solvay 
26% vs 2018

Toray Industries 
30% vs 2013

2050

Sumitomo Chemical  

57% vs 2013
Chemours 

Carbon negative

Dow
DuPont
Sinopec

Eastman Chemical
Mitsubishi Chemical
Reliance Industries

Carbon neutral
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Environmental Considerations 

Table source: Chemical & Engineering News

Carbon-reduction targets of 20 major chemical companiesMaintaining high production levels while reducing carbon 
emissions is a central challenge for the chemical and 
petrochemical industry, given the sophisticated technology, 
required upgrades and higher costs associated with reducing 
emissions. However, in line with the broader global trend towards 
carbon-neutral policies, many firms in the sector are likely to 
establish a goal of net-zero emissions by 2050. 

Given the high volume of greenhouse gases released by chemical 
and petrochemical companies, reducing carbon output will be 
difficult to attain by cutting emissions alone. As such, carbon 
capture is likely to form an important part of the industry’s 
sustainability drive over the coming decades, with oil giants 
ExxonMobil and PetroChina set to be the first to roll out carbon-
capture technology in their chemical divisions. Likewise, in 
Latin America the technology is being led by major regional oil 
companies such as Brazil’s Petrobras. 

In this vein, Eastman Chemical – a global materials company 
active in Latin America – has launched two carbon-reduction 
initiatives: carbon renewal technology and polyester renewable 
technology. Both are part of the so-called circular economy, 
where advanced recycling aims to eliminate waste and pollution 
through the continual use of resources.

At the same time, companies in the chemical and petrochemical 
industry are increasing their focus on environmental, social 
and governance (ESG) policies, as firms understand the 
growing importance of ESG when it comes to securing external 
financing, boosting sales or conducting other interactions with 
stakeholders. Companies are striving to more ethically source raw 
materials and improve the recyclability of certain products. For 
the latter, a number of multinational players, including BASF, Shell 
and BP, have invested in recycling technologies for plastic waste. 

In Latin America ESG has grown in importance across all 
economic activities. As the oil and gas sector is the most 
advanced in this regard due to its environmental impact, there 
is an expectation that chemical and petrochemical companies 
will follow its lead due to the highly integrated nature of the two 
industries’ value chains. The Colombian state oil firm, Ecopetrol, 
for example, has a TESG policy that incorporates technological 
innovation alongside the other three considerations. The 
company intends to reduce its greenhouse gas emissions by 20% 
before 2030, as well as fund social infrastructure such as schools, 
hospitals and sport facilities in the areas where it operates. 

The post-Covid-19 economic recovery period in 2021 presents a 
strategic opportunity to drive the ESG agenda forwards. 

OBG Covid-19 Recovery Roadmap
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Technology and Innovation
As part of the shift towards more 
environmentally friendly practices, many 
chemical firms are introducing new technology 
into their processes to reduce costs and 
use resources in a more efficient manner. 
Advanced robotics, internet-of-things (IoT) 
devices, artificial intelligence (AI) and big data 
are expected to become commonplace across 
industrial facilities in Latin America in the 
coming years. Large multinational firms typically 
have the most financial capacity to lead this 
charge, and as with many industries, innovation 
in chemicals and petrochemicals is strongly tied 
to inter-organisational collaboration. An example 
of this is Siemens and BASF’s joint project to use 
advanced technology to reduce CO2 emissions. 

Braskem-Idesa has entered into a partnership 
with polyethylene recycling firm Alcamare to add 
a resin to their plastic products that contains 
PEAD or PEBD material to allow all of them to be 
recycled. Moreover, the firm’s Etileno XXI plant 
in Veracruz, Mexico has prioritised innovative 
practices along the value chain, including using 
Honeywell’s Intelligent Wearables. The devices 
allow employees to connect with remote experts 
in real time and provide visual displays to help 
them more effectively complete tasks. Braskem 
already uses machine-learning predictive 
maintenance and drones in its Brazilian plants, 
and in 2019 the company committed to the 
complete digital transformation of its 41 plants 
across Brazil, Mexico, the US and Germany.

Andino Holdings is a US multinational based 
in Houston with a presence in Colombia, 
Ecuador, Mexico, Peru, Trinidad and Tobago, 
and Venezuela. The firm specialises in the 
sourcing, transport, storage and distribution 
of petrochemical products, such as methanol, 
ethanol, lubricants, sulphuric acid, caustic 
soda, vegetable oils, drilling fluids and biofuels.

The Covid-19 pandemic has had a significant 
impact on the chemical commodities 
industry. Andino was able to adapt swiftly 
to the new reality in its corporate offices 
by shifting employees to remote work with 
minimal disruption, while on the operational 
side, the firm’s business model has proved 
relatively resilient compared to other 
players in the region that immediately faced 
declining demand from the region’s main 
consumer market – the US. Buying and 
selling patterns have now shifted to what 
is seemingly a permanent state of alert. As 

such, the ability to respond swiftly to market 
demands is crucial to maintaining sales and 
customer satisfaction. Andino’s operations 
across sourcing, ocean transport, storage 
and distribution have opened many doors, 
especially with producers and customers in 
South America who have fewer resources and 
operate on tighter deadlines. 

The industry’s rebound will continue to 
depend on the severity of additional waves 
of the pandemic and the rollout of vaccines 
across the region. Yet recent shifts in global 
supply chains have the potential to benefit 
the industry in Latin America, particularly the 
China+1 policy. “While the outlook for 2021 is 
still largely uncertain, there are some positive 
takeaways from the pandemic, showcasing 
how flexible the chemical industry can be to 
changing demands,” Peter Staartjes, CEO of 
Andino Holdings, told OBG. “In that regard, the 
keyword going forwards will be optionality.”

Case Study 

Advanced robotics, internet-of-things devices, artificial 
intelligence and big data are expected to become commonplace 
across industrial facilities in Latin America in the coming years
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Political 
effectiveness 

Foreign 
investment 

policy

Foreign trade 
& exchange 

controls 

Labour 
market

Infrastructure
Technological 

readiness
Average

Chile 8.4 9.6 8.7 6.7 7.3 6.9 7.9

Costa Rica 6.1 7.8 8.7 7.3 4.8 6.3 6.8

Mexico 4.2 7.8 9.6 6.1 5.8 5.5 6.5

Colombia 5.2 7.3 7.3 6.3 5.3 5.8 6.2

Brazil 4.5 7.8 7.3 5.5 5.0 6.1 6.0

Peru 4.5 7.8 8.2 5.4 5.3 4.1 5.9

Dominican 
Republic 

4.2 6.4 8.2 5.0 5.8 3.3 5.5

Argentina 4.5 5.1 4.2 5.6 5.5 5.8 5.1

Ecuador 4.2 6.0 6.9 5.1 5.5 3.3 5.1

9-107-8 8-95-6 6-73-4 4-5

Accelerated digitalisation has been one of the 
most disruptive and transformative forces 
brought on by the pandemic. This trend will 
almost certainly continue for the foreseeable 
future, particularly within the logistics sector, 
helping to boost efficiency along the entire 
value chain. While smart logistics technologies 
have been implemented in a number of 
countries across Latin America, there is much 
room for improvement. Such tools have typically 
been adopted by large organisations that either 
run sprawling logistics networks or have highly 
centralised operations in one or more locations. 

For instance, in 2019 Mexican brewing company 
Grupo Modelo implemented six projects to 
boost the efficiency of product movement and 
cut costs using technology. These include an 
automated cyclical inventory system to improve 
stock control and financial reporting at 250 
distribution centres, and a yard management 
system to reduce the time it takes to load and 
unload trucks at plants and distribution centres. 
Meanwhile, Peru’s largest seaport, the Port of 

Callao, launched a smart port project at the end 
of 2019 with financing from the Inter-American 
Development Bank. The initiative intends to 
facilitate digital transformation at Callao using 
AI, IoT, blockchain, big data and other tools that 
can help to improve competitiveness. 

While efforts that began before the 
pandemic continue, looking further ahead 
the transformation of the logistics sector will 
centre on operations beyond multinational 
players and core infrastructure nexuses. 
Given that the last mile of the logistics chain 
remains the most inefficient in terms of both 
time and costs, digital transformation can be 
best leveraged at this stage of distribution. 
The challenge, however, is efficiently delivering 
goods to end users in rural areas where physical 
infrastructure is not on a par with large cities. 
One possible solution is satellite-based drones. 
Drones can deliver to remote areas that are 
often difficult to reach by road, saving time and 
vehicle maintenance costs, though their use 
may be constrained by package weight and size.

Readiness to enter supply chains (scores out of 10 on business environment rankings)
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Logistics supply chains held up well despite 
border closures at various times throughout 
2020, and the trade and distribution of goods 
went largely uninterrupted for end consumers.

Technology and innovation will prove to be 
critical growth drivers for both petrochemicals 
and logistics due to a broader need to boost 
efficiency and productivity savings.

Although demand for oil-derived products fell 
with the onset of the pandemic, chemical and 
petrochemical production varied substantially 
during 2020, reflecting the different realities of 
client industries further along the value chain. 

Emphasis on environmental, social and 
governance policies is becoming a dominant 
corporate narrative in the petrochemical 
industry, with many of the world’s largest 
chemical companies committing to net-zero 
carbon emissions by 2050.

Additional investment in infrastructure is 
needed for more complete and efficient 
logistics operations, particularly regarding last-
mile delivery, which accounts for the majority 
of costs and errors in the supply chain.

Latin America was disproportionately affected 
by the Covid-19 pandemic compared to other 
regions, both economically and in terms of 
certain countries’ overall death tolls.
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