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How the MENA
region can win
in the future
plastics economy




Plastics occupy a growing presence in the global discussion on
sustainability. The plastics economy of the future will be more circular,’
digital, and decarbonized, an economy in which Middle East and North
Africa (MENA) region countries can play a significant role.

Although virgin plastics (which are newly produced) will remain
dominant for the foreseeable future, the growth of recycled plastics
(previously used) will outpace that of virgin plastics. Today, MENA
countries hold a considerable feedstock advantage in virgin plastics
production. However, they lag behind other countries in access to
quality plastic waste and the development of recycling infrastructure.

Still, MENA countries are well positioned to capture the opportunity
presented by the mismatch between rising demand for recycled plastics
and inadequate supply. In particular, MENA countries possess cost
advantages in chemical plastics recycling. Market demand for recycled
plastics is soaring. Consumers are willing to pay a premium of up to

10 percent for sustainable products, according to a recent Strategy&
survey in the Middle East.2 There is substantial value at stake. For the
countries of the Gulf Cooperation Council (GCC)? alone, we estimate
that every 1 million tons of recycled plastics produced in the GCC
region can generate approximately 1,500 jobs and US$650 million of
direct GDP impact.

To become the leaders of the future plastics economy, MENA
countries will need a dual feedstock advantage: access to quality
plastic waste for recycled plastic production and an advantageous
feedstock for virgin plastic production. To win this opportunity, MENA
countries need to follow the six imperatives on page 7.



A global shortfall of recycled plastics will create a significant market opportunity

Demand for recycled plastic has accelerated, but supply is struggling to keep up. By 2030, we project a global shortage of up to 25 million tons of recycled plastic.

Consumer demand reflects the growing attention on sustainability and the circular economy. Over 500 organizations representing 20 percent of the global plastic packaging
market have committed to reducing virgin plastic use.* Simultaneously, governments are assisting the shift toward recycled plastics by implementing taxes (such as the U.K.
plastic packaging tax), imposing stricter product standards (such as the E.U. restrictions on single-use plastics), and increasing the responsibilities of producers.

The challenge is that the supply of recycled plastics is hampered by constraints in the recycling value chain such as the collection, sorting, and treatment of plastic waste.
Consequently, recycling rates remain low (between 10 and 20 percent), and major consumer brands have been forced to postpone some of their commitments to use
recycled plastics. This mismatch between supply and demand creates a significant market opportunity for potential suppliers.®
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Supply-side winners will develop a dual feedstock advantage

Future supply-side winners will be those that create a “dual feedstock advantage” —access to traditional feedstock for virgin plastic production and access to quality plastic
waste so they can produce recycled plastics. Although virgin plastics will still make up more than 90 percent of production capacity in 2030, recycled plastic production

is expected to grow at nearly twice the rate of virgin plastic production in the same period (a 5 percent compound annual growth rate [CAGR] versus a 3 percent CAGR).6
Winning on both fronts will require countries to integrate existing petrochemical plants with plastic recycling plants and expand existing logistics and shipping infrastructure.
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MENA countries have the potential to lead in recycled plastics

MENA countries are well positioned to capture emerging opportunities in the circular plastics economy. Traditional mechanical recycling remains dominant in the area, but
chemical (or molecular) recycling technology is growing quickly. This type of recycling technology can create valuable end products from mixed and contaminated waste
and hard-to-recycle products. The chemical recycling process is highly energy intensive; utilities account for roughly 60 percent of total production costs.” That confers a
substantial cost advantage on the MENA region, given its cheap, abundant renewable energy.

The MENA region stands to gain considerable socioeconomic benefits from its increased role in plastics recycling. We estimate that for the GCC countries alone, every 1
million tons of recycled plastics produced can generate approximately 1,500 jobs and $650 million of direct GDP impact.
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To capture the opportunity, MENA countries need to increase their access to plastic waste and

increase their plastic recycling capacity™

Despite the advantages MENA countries have, they struggle with limited access to quality plastic waste and with relatively low recycling capacity. In 2021, the MENA region
accounted for roughly 9 percent of global plastic waste production and just over 5 percent of global plastic recycling capacity —well behind China and Organisation for Economic
Co-operation and Development countries. The region must also contend with a growing number of restrictions in the trade of global plastic waste, including import bans in China
and India, the Basel provisions on hazardous waste, and U.N. Environment Assembly Resolution 5/14 to end plastic pollution.

MENA countries need to move quickly to close the gap and position themselves as leaders in plastics recycling. They must act now, as other regions are already building
their recycling industry. For example, the E.U., which accounts for 20 percent of current global plastic waste production, is creating sustainability policies and standards
while accelerating investments in recycling infrastructure, innovation funding, and market discovery.
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MENA countries must follow six imperatives to win in the plastics economy

We have identified six imperatives for success in this specialized economy

MENA countries need to

1 create global closed-loop
supply chains and material
marketplaces. These are vital
in gaining competitive access
to secondary markets, such
as those for mixed plastic and
other inorganic material.

MENA countries need
to acquire recycling
assets and supply
chain capabilities,
especially in large
consumer markets.

—
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MENA countries need to develop
smart, digital capabilities as well
as mission-oriented research,
development, and innovation
capacity for circular technologies,
artificial intelligence, and industrial
biotech, including for feedstock
recycling.

MENA countries need to adopt a
customer-driven sustainability lens
that will enable them to develop
tailored high-value products.
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Chemicals companies working in
partnership with MENA governments
need to invest between $30 billion and
$40 billion over the next two decades to
build world-class recycling infrastructure
at scale, while exploring opportunities
for synergies through integration with
existing infrastructure.

MENA countries need to be proactive in
shaping global and regional standards
and policies that incentivize plastics
recycling and reuse, including enacting
bans and taxes on single-use plastics.
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Strategy&

Strategy& is a global strategy consulting business uniquely positioned to help
deliver your best future: one that is built on differentiation from the inside out
and tailored exactly to you. As part of PwC, every day we’re building the winning
systems that are at the heart of growth. We combine our powerful foresight with
this tangible know-how, technology, and scale to help you create a better, more
transformative strategy from day one.

As the only at-scale strategy business that’s part of a global professional services
network, we embed our strategy capabilities with frontline teams across PwC to
show you where you need to go, the choices you’ll need to make to get there, and
how to get it right.

The result is an authentic strategy process powerful enough to capture possibility,
while pragmatic enough to ensure effective delivery. It’s the strategy that gets

an organization through the changes of today and drives results that redefine
tomorrow. It’s the strategy that turns vision into reality. It’s strategy, made real.
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