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Abstract:

Petrochemical industry is heavily innovation driven due to its cost-oriented

nature. Innovation is the key for the petrochemical companies to gain high
profitability. There are several applications and approaches of innovation, open

Innovation is one of the state-of-the-art approaches.

Scientific research contributes to the progress and renaissance of the global

petrochemical industry from it begins until now. The global petrochemical
industry faces many challenges such as the lack of availability of low-cost raw
materials, the volatility of oil prices, which affects directly the global
petrochemical market, in addition to exit of some traditional petrochemical
products from competition in the market due to the high cost of the primary raw

materials, which leads to low profit margin.

The study focusses on the important role of the scientific research and

development activities in developing the production technology, and how to
provide alternatives to primary raw materials with competitive prices, which has
contributed to changing the global petrochemical industry landscape. There are
more pressures on international petrochemical companies to develop and improve

product specifications to meet the requirements and desires of consumers.

*Qil Industries Expert, Technical Affairs Dept. OAPEC — Kuwait.
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Abstract

Effect of Oil Prices collapse due to Covid-19 on
Upstream Industry

Eng. Torki Hasan Hemsh *

The spread of the Covid-19 pandemicinthe world since the beginning of 2020 has raised a storm of predictions
claimed that the oil era is over or nearing an end, and that the demand and production have reached their peak.

The spread of Covid-19 had an unprecedented role in restricting movement within countries and abroad,
and the closures followed in a unique historical move. These measures led to a reduction in the demand for
energy, especially in the field of transportation, along with the suspension of many factories and plants. This
caused a decline in demand for oil which led to a marked decrease in prices and contributed to the increase in
oil stocks in some countries of the world that have storage capabilities, especially the United States of America.
These factors formed the main reason behind the agreement of OPEC countries and its allies, or the so-called
(OPEC +) group, on a gradual plan to reduce oil production as part of its efforts to maintain a stable market and
fair prices.

The foresaid factors created many concerns about the future of the petroleum industry, particularly with
the emergence of renewable energies as a potential long-term competitor according to some opinions. Some
emerging warnings were deeply pessimistic, indicating that the petroleum industry is living its final days. But
predictions that are based on numerous variables cannot withstand the facts and figures that tell the story from
the point of view of the facts. Throughout history, the petroleum industry has proven that it is able to recover
its equilibrium much faster than previously thought. The study included a preface about the general picture of
the situation of the petroleum and energy industry in 2020 and how they were impacted by the spread of the
Covid-19 pandemic, with brief examples of some of these effects on some Arab countries.

Then the study was divided into three chapters:

The first chapter examined companies’ budgets and the various influencer on throughout history, the
most important milestones that the petroleum industry has gone through since the 2008 economic crisis, the
relationship between global demand and oil prices, and then the relationship between prices and the volume
of discoveries. The second chapter focused on the impact of Covid-19 pandemic on the petroleum industry in
terms of global oil production rates, and the role of previous health crises on production. It also looked at OPEC
countries’ reduction in production as a result of the pandemic and the extent of this impact on prices. The study
then proceeded to investigate the impact of the pandemic on drilling operations in the Arab countries and the
world, and looked at changes in shale oil production in the United States. Then the study touched on the impact
of the pandemic on renewable energy sources from projects under construction and in terms of the effect on
current assets. In an effort to clarify the impact of the pandemic on the petroleum industry, the study presented
an example of the impact of Covid-19 on the pipeline market. While in the third chapter, the study examined
the topic of peak demand and refuted some of the allegations that the demand for oil had reached its peak in
2020. Then it moved to the major risk indicators of the petroleum industry today.

* Senior Petroleum Expert, - Technical Affairs Department, OAPEC - Kuwait
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