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The State of Innovation in the GCC Chemical Industry

In a survey run in 2010 by the GCC Petrochemicals & 
Chemicals Association (GPCA), CEOs and other top 
executives in the GCC petrochemical and chemical 
industry acknowledged that innovation would  play 
an important role in their companies. Intensifying 
competition and expansion in the scope of products 
and the geographical range of its customers require 
the GCC chemical players to drive innovation in 
order to unleash their employees‘ potential in the 
more competitive business landscape. However, 
on their journey to create a more innovative culture, 
they identified several hurdles to innovation, such as 
a lack of an innovation strategy and an inadequate 
innovation infrastructure. For the future, innovation 
was recognized as remaining a top priority for GCC 
petrochemical and chemical companies, with strong 
focus on product and process innovation.

In 2015, GPCA reran the survey among the same 
target group of top executives from their member 
companies, with some additional questions. Overall, 
results across all participants show that:

• For the vast majority of GPCA member companies, 
innovation continues to be a top priority and is 
expected to remain so over the next 10 years. 
In fact, many internal findings indicate that the 
perceived importance of innovation is growing. 

• GPCA member companies “put their money where 
their mouth is” when it comes to innovation. They 
are investing heavily in the innovation capabilities 
and capacity of their companies. 

Executive Summary

• In spite of all this progress, member companies 
cannot afford to be complacent concerning 
innovation. Pure commodity business is still very 
profitable in the Middle East environment, making 
volume expansion of current products often more 
attractive than developing innovative products.  
However there are indications that in the future 
the relative feedstock advantage will begin to 
decrease. So the business value of innovative 
products and their related price premiums will 
become critical for profitability.

• Dramatically increasing the understanding of 
customers and value chains, and leveraging these 
insights through intensifying collaboration and 
cooperation with external partners, will provide 
a big opportunity to deliver more and faster 
innovation. Specifically, this requires a deeper 
understanding of the needs and pain points of the 
downstream value chain and more frequent and 
closer collaboration with customers.

• Both creating an innovation portfolio which is 
more diverse in risk profile and time horizon, and 
a better leveraging of the innovation potential of 
R&D and external technology providers such as 
universities, represent additional opportunities to 
improve innovation performance. Integrating R&D 
more seamlessly into the innovation processes 
would be another opportunity to drive innovation 
performance.
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Innovation - a key priority now 
and in the future  

For the vast majority of GPCA member companies 
participating in the survey, innovation continues to 
be a top priority (79+ %) and is expected to remain 
so over the next 10 years (85+ % cf. Figure 1). 

This is confirmed by the increasing importance 
of innovation strategies which are seen as a key 
factor to drive innovation performance. As in 2010, 
implementing an innovation strategy is judged as the 
most effective way to strengthen innovation  

(cf. Figure 7). In fact, the number of companies having 
an explicit innovation strategy has doubled from 
2010 to 2015 (cf. Figure 2). For nearly all companies 
innovation is seen as necessary and instrumental to 
driving business growth across all relevant aspects 
such as staying competitive, growing the business via 
developing superior products/services, and creating 
new business opportunities by addressing new 
markets or applications.

Figure 1.1

25% Most Important

54%Among my top 3 priorities

21%Somewhat Important
20% Most Important

65%Among my top 3 priorities

15%Somewhat Important

How important is Innovation 
to your company at present?

2015 results
Answered: 24

How important is Innovation 
to your company at present?

2010 results
Answered: 20
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Figure 1.2

Figure 2

39% Most Important 25% Most Important

48%Among my top 3 priorities 60%Among my top 3 priorities

13%Somewhat Important 15%Somewhat Important

17%Not more than an idea yet

38%We seriously consider this

21% Absolutely41% Absolutely 13%No, no need for us8%No, no need for us

13%Not more than an idea yet

49% We seriously consider this

In 10 years, how important will 
Innovation be to your company?

2015 results
Answered: 23

Does your company currently 
have an innovation strategy?

2015 results
Answered: 24

In 10 years, how important will 
Innovation be to your company?

2010 results
Answered: 20

Does your company currently 
have an innovation strategy?

2015 results
Answered: 24
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Investment into innovation continues        

GPCA member companies “put their money where 
their mouth is” when it comes to innovation. They 
are investing heavily in the innovation capabilities 
and capacity of their companies. The number of R&D 
centers in the Middle East increased significantly (from 
10 to14) compared to 2010, and so did the number of 
companies having an explicit innovation strategy (cf. 
Figure 2). Investment in innovation capability is seen 
as paying off, as twice as many companies see no 
relevant obstacles to innovation in their companies in 
2015 compared to 2010 (20% vs.9%, cf. Figure 4).
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Obstacles to (more) innovation

In spite of all the progress, member companies 
cannot afford to be complacent concerning 
innovation. There is plenty of scope to grow 
innovation competence further and to improve the 
return on innovation investment. Only 12% claimed 
to be fully satisfied with the innovation results they 

achieve. However, a large majority was rather satisfied 
and only a few were not satisfied at all (cf. Figure 3). 
So there is a risk that company leadership will become 
complacent and accept the status quo on innovation 
performance.

Figure 3

12% Yes

59% Rather Satisfied

8%No

21%Rather Unsatisfied

Are you satisfied with what your company 
is achieving through innovation?
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Consistent with this, top managers see obstacles 
to increasing innovation performance further 
whether it is in the fringes of their own company (HR 
resources), the education system, or in the quality 
of the infrastructure and institutions in the Middle 
East (cf. Figures 4+5).  Innovation depends on 
the creativity and skills of people to put ideas into 
practice. The chemical industry needs highly qualified 
employees with a strong technological and scientific 
background to support its competitiveness. The 
continual challenge to HR identified by the surveyed 
companies is alarming, and the development of human 
resources needs urgent attention. In accordance with 
international practice, educational curricula need to 

be adapted in order to meet industry’s current and 
anticipated needs. GCC industry, in cooperation 
with educational agencies, should define the human 
resource requirements for the short and long term and 
identify what changes need to be made.

Worthy of note is the fact that the perceived quality 
of the infrastructure and institutions has nevertheless 
improved. The percentage of participants rating this 
quality as low decreased from 33% to 13%. Half of the 
improvement is due to  the top two groups (rating ‘very 
high’ or ‘rather high’ increasing from 28% to 37%), the 
other half to the group ‘rather low’ increasing from 39% 
to 50% (cf. Figure 5).

Figure 4

Figure 5

10%Limited budget

20%Education system

45% HR availability

25%No obstacle

18%Education system

59% HR availability

9%No obstacle

14%Limited budget

50%Rather Low

4% Very High

33% Rather High

13%Low

39%Rather Low

6% Very High

22% Rather High

33%Low

What are the obstacles when creating
an innovation culture with your company?

2015 results
Answered: 20

How do you rate the quality of
infrastructure/institutions in the Middle East 

to successfully drive innovation?
2015 results

Answered: 24

How do you rate the quality of
infrastructure/institutions in the Middle East 

to successfully drive innovation?
2010 results

Answered: 18

What are the obstacles when creating
an innovation culture with your company?

2010 results
Answered: 22
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Figure 6

17% Very Well

29%Somewhat

54%Well

Do you understand the needs and opportunities of the 
downstream industry well enough to offer innovations 

which will be adopted easily by your customers?
2015 Results 
Answered: 24

Dramatically increasing understanding of 
customers and value chains and leveraging these 
insights through intensifying collaboration and 
cooperation with external partners will provide 
a big opportunity to deliver more and faster 
innovation. A good understanding of the innovation 
needs and opportunities of the downstream industry 

Improving innovation performance    

is a key requirement for successfully developing and 
implementing innovation. This is a clear opportunity 
for the (petro)chemical industry in the Middle East to 
improve its innovation performance. Only 17% claim 
to understand very well the needs and opportunities 
in these areas, whereas nearly 85% admit that they do 
not understand them very well (cf. Figure 6).
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As in 2010, implementing an innovation strategy 
is seen as the most effective way to strengthen 
innovation (cf. Figure 7). Collaborating with customers 
has jumped to second place, with nearly 60% of 
participants seeing it as the most effective way to 
strengthen innovation. In 2010, collaboration with 
customers only ranked #5 (cf. Figure 7). This is a 
clear sign that companies in the Middle East have 
understood that they need to look down the  value 
chain beyond the borders of their immediate realm in 
order to drive innovation.

Innovation improvement through strategic alliances, 
particularly joint ventures or collaboration with peer 
companies, is emerging as an effective vehicle 
for improving innovation capabilities.  In the2015 
survey both received higher votes compared with 
2010 results; joint ventures are now ranked 4th 
most important compared with 6th rank in 2010, 
and improvement of collaboration with other GCC 
companies is now ranked 6th compared with 8th in 
2010. 

This means that GPCA members are more open 
and inclined towards an open innovation process, 
rather than doing it all themselves behind closed 
doors. In addition, international joint ventures provide 
opportunities to learn from each other, which in turn 
support more innovation. Nearly 40% of respondents 
identified joint ventures as the most important factor in 
strengthening innovation within their organizations.

Although innovation through international collaboration 
can happen within one organization in different 
countries, it is rarely carried out within a single 
organization. Networks of companies help access 
internal and external resources to create more 
innovation. Over the past few years networks between 
various organizations have become more important, 
and GCC petrochemical industry is not an exception. 
As mentioned above, respondents to the 2015 survey 
seek improvement of collaboration with other GCC 
companies in their quest to strengthen innovation 
capabilities, and about a quarter of all respondents 
identified this as the most important factor. The move 
towards creation of alliances could help regional 
companies to accomplish their goals together, rather 
than individually. 

Figure 7
Ranking of the 3 best ways to strengthen Innovation in your company 
(Rank: 1 to 3 with 1 being best)
Average Rank

2.2 

2.1 

1.9 

1.9 

1.8 

1.7 

1.6 

1.4 

Acquisitions 

Increase the company’s innovation budget 

Improve collaboration among companies in the GCC 

Quickly build up an excellent research center in the GCC 

Joint ventures 

Establish collaboration with intonation institute 

Improve collaboration with customers 

Implement an Innovation strategy 
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The petrochemical industry is one of the most science-
driven of the manufacturing sector. However, GPCA 
members have not fully exploited the potential for 
innovation in closer cooperation with academia. 
About 2/3 of the companies rate the intensity of their 
cooperation with universities on new developments 
for process, products and applications as rather 
low or even low (cf. Figure 8). At the same time, 
collaboration with international institutes is ranked as 
the most important factor for building their innovation 
capabilities by nearly half (43%) of respondents.

It would require more research to fully understand 
all the reasons behind this low level of engagement 
of GPCA  member companies with universities. But 
typically this reflects the assessment of companies that 
the results of university research are too academic and 
too far removed from commercial exploitation to be of 
interest to them. However, universities across the world 
are creating knowledge and are making inventions all 
the time, in many fields that may be relevant for the 
(petro)chemical industry sooner or later. In order to 
open this treasure chest, GPCA member companies 
have to engage much more intensively with universities 
to identify potential opportunities and to invest time 
and money to help develop those with the highest 
commercial potential. 

Figure 8

8% Very High

25% Rather High

29%Low

38%Rather Low

How would you assess the intensity with which your 
company is cooperating with universities on new 

developments for process, products or applications?
2015 Results 
Answered: 24
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Other opportunities to drive innovation 
performance include 

(1) Creating an innovation portfolio which is more 
diverse in risk profile and time horizon 

(2) Better leveraging the innovation potential of 
R&D and external technology providers such as 
universities 

(3) Integrating R&D more seamlessly into 
innovation processes

In spite of being typically risk averse and reluctant viz-
a-viz change, Top Management and Manufacturing 
are seen as the key drivers and owners of innovation. 
Marketing and R&D, who are more open to change in 
general, share rank #3 (cf. Figure 9).  This probably 
reflects the strong role operational excellence plays 
in delivering short term cost and profit targets in the 
petrochemical industry. However focus on incremental 
improvements such as cost saving carries the risk that 
more radical innovations may disrupt an established 
business unexpectedly, catching the incumbent 
companies unprepared (e.g. Kodak). 

Table 9
Who is responsible for delivering innovation?

43% 

52% 

57% 

70% 

83% 

Sales  

R&D 

Marketing 

Manufacturing 

Top Management  
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This trend towards more short term, incremental 
innovation projects is further fuelled by using business 
results as the key performance indicator (KPI) to 
assess innovation (cf. Figure 10). This is obviously 
correct in the long run but carries the risk that there are 
no KPIs which can be used to manage and improve 
the innovation process as it develops but before it 
delivers any business result. Business results are 
end results measurements which tell management in 
hindsight whether they did the right things or not. This 

focus on the business end results further encourages 
running short term innovation projects, as the critical 
KPI can be assessed relatively quickly and these 
projects carry a lower risk. 

So it is critical for GPCA companies to put more focus 
on KPIs that measure the process of innovation as it 
happens. This will allow them to maximize the business 
results delivered by innovation.

Figure 10
Where and how do you measure the effect of your company’s innovation efforts? Please choose one or several 
and specify the most important performance indicator

27% 

32% 

36% 

41% 

41% 

55% 

77% 

Time-to-Market  

‘Quality’ of networks/partnerships/collaborations 

Innovation competence of the company  

Resources allocated to innovation activities  

‘Quality’ of innovation processes employed in your company 

Quality’ of innovation portfolio/pipeline  

Business Results  
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Figure 11
Ranking of importance of competencies for company’s success in the next 10 years
(Notes 1-8 with 1 being most important)

1.6

2.2

2.6

2.7

2.9

3.1

Marketing and Sales Excellence  

Supply chain management  

Corporate portfolio management  

R&D  

Procurement/ sourcing  

Finance  

The importance of identifying key competency areas 
to direct innovation efforts remains critical. As in 2010, 
we asked leading executives how they assess the 
importance of different competencies for the overall 
success of their companies. The results show that 
more than half of the surveyed executives consider 
marketing and sales to be the top critical factor to the 
success - similar to results received in 2010. 

Supply chain competency was rated as the second 
most important factor for success. As mentioned in our 
previous survey, innovation can happen anywhere in 
the organization, including innovation in marketing for 
existing products or new approaches in supply chain 
management. The question remains how to turn this 
awareness into clear action to drive innovation in these 
key competency areas. 

Consistent with the member companies’ short term 
innovation focus, R&D as the owner of long term 
innovation projects ranks low vs. other functions in 
being responsible for delivering innovation or being a 
critical competence for company success in the future 
(cf. Figures 9+11). This relatively low ranking of R&D 
competence is unchanged vs. 2010 when R&D also 
occupied rank #4 after Marketing/Sales, SCM and 
Portfolio Management. This is further confirmed by the 
finding that cooperation with universities on more long 
term, high potential innovation leads is not leveraged 
to its full potential. 

GPCA_The_State_of_Innovation_GCC_Chemical_Industry.indd   17 11.03.15   14:50



18

The State of Innovation in the GCC Chemical Industry

Shifting focus of innovation activities 

Although product innovation continues to top the 
list, its relative importance has decreased vs. 2010 
whereas innovation in marketing and organizational 
areas is increasing. Innovation in the process area 
is virtually unchanged. For the next 10 years, most 

companies continue to see innovation in products as 
having the biggest potential, followed by innovation 
in process, marketing and organizational areas (cf. 
Figures 12+13).

Figure 12

23%Marketing

30% Products

27% Processes

20%Organization

17%Marketing

37% Products

28% Processes

18%Organization

Describe in % the current 
importance of the respective innovation 

activities for your company
2015 results

Answered: 22

Describe in % the current 
importanceof the respective innovation 

activities for your company
2010 results

Answered: 20
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Figure 13

 
 

19%Marketing

36% Products

30% Processes

15%Organization

12%Marketing

39% Products

31% Processes

18%Organization

Describe in % where you see the
biggest potential for innovation in

your company in the next 10 years
2015 results

Answered: 22

Describe in % where you see the
biggest potential for innovation in

your company in the next 10 years
2010 results

Answered: 20
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About this survey

This survey provides a snapshot of the current 
situation concerning innovation in the GPCA member 
companies, based on a questionnaire answered by 
key executives from 24 member companies in the 
Middle East region. Further it relates to a previous 
GPCA survey in 2010, using the same methodology.  
This report provides findings and conclusions from the 
new data available. In addition it offers interpretations 
and insights in a bigger context by relating these 
findings to the previous survey. 
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Disclaimer
The sample of the survey comprises the leading 
petrochemical and chemical companies from all 
GCC countries. More than 70% of GPCA full member 
companies participated in the survey. Hence the 
survey reflects a relatively complete picture of 
executives’ views of innovation in the segment of 
leading GCC petrochemical and chemical companies. 
However the results of this survey cannot automatically 
be applied beyond this, i.e. to small and medium-sized 
chemical companies in the GCC region.
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The Gulf Petrochemicals and Chemicals Association (GPCA) represents the downstream hydrocarbon industry 
in the Arabian Gulf. Established in 2006, the association voices the common interests of more than 240 member 
companies from the chemical and allied industries, accounting for over 95% of chemical output in the Gulf region. 
The industry makes up the second largest manufacturing sector in the region, producing up to $US 102 billion 
worth of products a year.

The association supports the region’s petrochemical and chemical industry through advocacy, networking 
and thought leadership initiatives that help member companies to connect, to share and advance knowledge, 
to contribute to international dialogue, and to become prime influencers in shaping the future of the global 
petrochemicals industry. 

Committed to providing a regional platform for stakeholders from across the industry, the GPCA manages six 
working committees - Plastics, Supply Chain, Fertilizers, International Trade, Research and Innovation and 
Responsible Care - and organizes six world-class events each year. The association also publishes an annual 
report, regular newsletters and reports.

For more information, please visit www.gpca.org.ae

Gulf Petrochemicals & Chemicals Association (GPCA) 
PO Box 123055 
1601, 1602
Vision Tower, Business Bay
Dubai, United Arab Emirates 
T +971 4 451 0666
F +971 4 451 0777
Email: info@gpca.org.ae
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