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PREFACE

To dream anything that you want to dream that’s the beauty of 
human mind. To do anything you want to do, that’s the strength 
of human will. To trust yourself to test your limits, that’s courage 
to succeed.

We are thankful to our worthy teacher who has imparted us with 
a lot of valuable directions and knowledge. 

We  were  advised  to  work  on  strategic  management  process 
being implemented at PARCO.  This was an opportunity to see 
real world implementation of what we learnt from the class work. 

For the purpose we contacted Mr. Muhammad Babar Mughal ( B. 
Com.,  LLB,  Associate  of  Institute  of  Chartered  secretaries  in 
Pakistan, ICMA inter)  Assistant Accountant PARCO. He has very 
kindly given us his precious time and guided us very nicely. We 
are thank ful to him for his cooperation that he extended to us.

For more specific knowledge we explored the internet and official 
web site of PARCO (www.parco.com.pk) was of great help to us.

Despite of our all efforts, we do believe that there is always a 
room for improvement in the efforts of learner like us. 

We hope that this report will be helpful for the readers, who want 
to Know something about PARCO. 
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HISTORY OF PARCOHISTORY OF PARCO

PAK ARAB REFINERY LTD a Joint  Venture between the countries  of 
Pakistan and Abu Dhabi. PARCO Was incorporated as a public limited 
company  in  1974.  The  share  holding  in  the  Company  is  in  the 
proportion  of  Government  of  Pakistan  (60%)  and  ABU  DHABI 
Petroleum Investment (ADPI). (40%)

The company was established with seed money of RS. 540 million and 
in  the  last  30  years  has  expanded  a  phenomenal  34  times  and 
achieved  an  equity  base  of over  Rs.18  billion  and  an  asset  base 
exceeding Rs.90 billion or just over US$ 1.5 billion in current dollar 
terms. 

With the continued support of Abu Dhabi, PARCO has been able to 
implement a number of energy related infrastructure Projects, which 
have contributed immensely towards complementing the oil logistics 
with the overall national development, Plans. 

MAJOR ACTIVITIESMAJOR ACTIVITIES

PARCO's major activities are: 

• Oil Refining and allied facilities 

• Oil Pipeline systems, storage and allied facilities 

• Marketing 

The first project of the company was completed in 1981, by laying an 
864  KM  16”  diameter  pipeline  from  Karachi  to  Qasba  Gujrat 
(Mehmood Kot). This pipeline is in operation from about 23 years. The 
pipeline was laid as a first phase for the Mid Country Oil Refinery. The 
aim was to transport oil from Karachi to other parts of the country 
with lesser transportation and maintenance cost,  Hence from 1982 
PARCO was in the business of “Transportation”. They received the oil 
of marketing companies and give the facility of transportation from 
Karachi to Mehmood Kot.

PARCO is a fully integrated energy company and considered to be the 
leading player in the industry. PARCO can proudly claim to to be the 
only company in Pakistan involved in refining, pipeline transportation, 
as well as, marketing of petroleum products. They have four terminal 
stations near Kemari (Karachi), Mehmood kot Faisalabad and Machike.

MID-COUNTRY REFINERY (MCR)MID-COUNTRY REFINERY (MCR)

CAPACITY OF THE REFINERY  

For many years after the completion of the pipeline, the dream was to 
actualize the planning for a Mid-Country Refinery at Mahmood Kot, 
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near Multan.  In September 2000, the dream became reality with the 
start-up of the country's largest capacity refinery of 100,000 barrels 
per day, costing US$ 886 million - commissioned well within budget 
and a month ahead of schedule.  The state-of-the-art refinery is based 
on the latest equipment and process technology and also serves as a 
training resource for technologists from the region.  

The PARCO Mid Country Refinery, comprises of a grass root Refinery 
Complex of main Process Units, treatment and recovery units and full 
range of Offsite /Utilities System. It also includes a new residential 
colony that provides housing and other amenities. 

The Refinery capacity is around 4.5 million tons per annum equivalent 
to  a  processing  throughput  of  100,000-barrels/  day  of  a  mixed 
Arabian Light/ Upper Zakum/ crude slate, which is being transported 
to  the  Refinery  site  by  PARCO's  Keamari  to  Mahmood  Kot  (KMK) 
pipeline system from Karachi. 

REFINERY AND INFRASTRUCTURE  

The  Refinery  is  located  at  Mahmood  Kot,  which  is  in  District 
Muzaffargarh.  Multan  city,  only  65KM  from  the  Refinery,  is  well 
connected with a national communications network of rail, road and 
air. The nearest rail link is through Mahmood Kot, which is about five 
kilometers from the Refinery.  

Within a 30 KM radius of the refinery, there are two thermal power 
complexes at Kot Addu and Muzaffargarh having a capacity of 1,500 
and  1,300  MW  respectively,  while  a  762  MW  AES  Fuel  oil  based 
thermal  power  complex  at  Lalpir  is  only  5  kilometers  from  the 
Refinery.  The  River  Indus  is  around  10-15  kilometer  on  the  South 
West side of the Refinery, while the River Chenab is 35 kilometers on 
the North East side of the Refinery. 

At Mahmood Kot, the petroleum-marketing companies are operating a 
petroleum product distribution terminal. This terminal, known as Joint 
Installation  of  Marketing  companies  (JIMCO),  is  connected  by  a 
pipeline  with  PARCO's  Mahmood  Kot  Terminal.  From  this  terminal 
HIGH SPEED DIESEL (HSD) produced at the refinery (received from 
Karachi  through  PARCO Pipeline)  is  filled  in  rail  wagons  and  road 
tankers for transportation to various locations in Punjab and NWFP 
provinces. 

Similarly PARCO's Mahmood Kot–Faisalabad–Machike (MFM) Pipeline 
system originates from  PARCO's Mahmood Kot terminal. This Pipeline 
carries  HSD  and  Kerosene  to  Machike,  near  Sheikhupura,via 
Faisalabad. 

CONFIGURATION AND UNIT CAPACITIES  

I.M.S., Baha uddin Zikriya University Multan                                                                      6/28



            
The Refinery is processing Crude Oil of Upper Zakhum from Abu Dhabi 
and Light Arabian Crude from Saudi Arabia. 

The  Refinery  Complex  includes  11  Onsite  Process  Units  besides 
numerous Offsite/Utilities Units and other permanent facilities with 46 
tanks  to  store  Crude  Oil,  intermediate  feeds  stocks  and  finished 
products. 

A  summary  of  the  available  tankage  of  the  Refinery  for  various 
Petroleum Products is detailed below:

PRODUCT STORAGE AT MCR (M.Tons)
Mogas 16,000
HSD 56,000

Kerosene 12,000
JP-1 15,600
FO 34,000

LDO 5,000
LPG 2,000

Crude 203,000

Offsite / Utilities Units 

• Steam, Feed Water and Condensate Handling System 

• Fuel Oil and Gas System. 

• Water Systems. 

• Plant and Instrument Air and Nitrogen System 

• Tankage and Blending System. 

• Product Transfer and Loading System. 

• Flare System 

• Effluent Collection, Treatment and Disposal System. 

• Electrical System. 

• Plant Buildings. 

• Safety and Fire Fighting. 

Other Permanent Facilities and Buildings

• Main Control Building (CR-1) 

• Oil Movement Control Building (CR-2) 

• Blending Control Building (CR-3) 

• Truck Loading Control Building (CR-4) 

• Additive Building 

I.M.S., Baha uddin Zikriya University Multan                                                                      7/28



            
• TEL Blending Building 

• Electrical Sub-Station (220KV Sub-Station and Sub-Stations No. 
1,2,3,4, & 5) 

• Compressors and Pump Houses. 

• Emergency Generator House 

• Internal Road, Pavements and Drainage. 

• Refinery Access Road. 

• Refinery Effluent Disposal Pipeline. 

The Utilities Comprise of the Following 

• Steam, Feed Water and Condensate Handling System 

• Fuel Oil and Fuel Gas System 

• Water Systems 

• Plant, Instrument Air and Nitrogen System 

• Flare System 

MARKETING OF THE PRODUCTS:  

With  the  commencement  of  refinery  operations,  the  company’s 
subsequent  plan  to  market  its  fuel  products,  LPG  and  lubricants 
through  own  and  franchised  PEARL  retail  depots  and  distribution 
facilities. Agreements are already in place with SHELL, CALTEX and 
PSO  for  the  disposal  of  75%  of  all  products  of  the  refinery.  For 
remaining 25% production the company is in an agreement with Total 
of France.
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PARCO’S  RECORD ACHIEVEMENTS & MILESTONES PARCO’S  RECORD ACHIEVEMENTS & MILESTONES 

Commissioning  of  Karachi-Mahmood  Kot  crude  -cum-
product pipeline system

1981

Additional  50,000  tons  of  Storage  facility  at  Korangi  and 
direct  discharge  of  ships  into  PARCO  network  to  ease 
pressure on Keamari Oil Piers (DKF).

1990

Introduction  of  flow  improving  technology  to  increase 
pipeline installed capacity of 2.9 to 4.0 million tons/ annum.

1992

Completion of Bubak and Fazilpur Pumping stations, further 
raising the pumping capacity by 50%.

1994

System UP-gradation/Modernization:
     Telecom & SCADA, Revamping,
     Intelligent Pigging & Pipeline Rehabilitation

1995

Completion  &  Commissioning  of  360  KMs  Pipeline  Ext. 
Project From Mahmood Kot to Sheikupura near Lahore Via 
Faisalabad

1997

Commissioning of PARCO Mid Country Refinery (MCR) with a 
4.5 MT/ p.a capacity

2000-2001

Launching of Marketing Operations of PEARL in partnership 
with SHV & OMV and incorporation of a Joint Venture Co. 
with TOTAL Fina Elf for development of retail outlets.

2000-2001

Under  current  implementation:  White  Oil  Pipeline Project 
(WOPP)

2002-2004

PARCO continued to maintain increasing profitability, liquidity and 
growth trends. 

• Has outmatched 100 Leading Listed Companies on all 
significant counts.

• Operational Efficiency and Housekeeping have been held 
comparable to the best anywhere in the world.
  

PARCO was assigned AAA Credit  Rating in 1997-98.  As a  result  of 
continued financial growth of the Company, PARCO has retained its 
"AAA"  (Long  Term)  &  "A1+"  (Short  Term)  Rating  for  the 
seventh  consecutive  year -  a  unique  achievement  among  the 
entire Public and Private Sector companies of the Country.
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INPUTS OF THE OIL REFINERY (MCR)INPUTS OF THE OIL REFINERY (MCR)

CRUDE FEED AT 100%

Arabian Light 
Upper Zakhum 

Murban

Local Crude 

MAJOR PRODUCTS OF PARCOMAJOR PRODUCTS OF PARCO

DEPARTMENT S AT PARCO:  

In PARCO there are nine (9) departments, which are working day and 
night for the progress of the refinery and welfare of employees. There 
also  sub  departments  under  these  main  departments.  The  main 
departments includes:

1. Electric and instrument
2. Process department
3. Personnel and administration
4. Technical services
5. Mechanical and maintenance
6. Utilities and offsite
7. Shipping and excise
8. Health, safety and environment
9. Engineering services

PROCESS AT PARCO  
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PRODUCTS M. Tons '000/Year 

LPG 170 

Mogas/ HOBC 830

Kerosene/Jet Fuel 1 (JP-1) 600 

High Speed Diesel Oil 
(HSD)/
Low Speed Diesel Oil (LDO)

1,560 

Furnace Oil 1,235

Sulphur 28



            
The PARCO has a very sophisticated production process. The PARCO 
has  six  (6)  processing  units  and  tanks  (the  storage  facility.The 
production process includes processing units  of  the serial  numbers 
from A100 to A600. The crude oil comes through the pipelines and 
first it is stored in the tank A-100, where there is the process for the 
separation of different gasses and oil. The output of this processing 
department is “Naphtha”, “Kerosene” and “Diesel”. The residue which 
is left after the process again goes to VDU process plant and from 
there they get the out put of gasoline which goes to tank A-300 for 
diesel  processing,  from  where  they  get  the  final  output  of  diesel 
Naphtha. The residue of the processing unit A-100, goes to processing 
unit or tank A-200, where the process of VBU / GCU happens and after 
that they get the LPG, Naphtha and when we combine them together 
they become the furnace oil, which is the final product of processing 
unit A-200.

The Naphtha, which is leftover in unit A-200, is delivered to 
processing unit A-300,  where it combines with diesel and makes the 
furnace oil. The Naphtha which is left over in the processing unit A-
300 goes to unit A-400 that is the unit of NHT / CCR platform, where 
after the processing they get the gasoline and final product of this 
department is SCP and RON-87. These four processing units are the 
back bone of the whole production department. Now we have two 
other processing units A-500 and A-600, which are the treating unit 
and SRU, these both are not so important, they only work for the 
elimination of sulpher. Fro where a differential advantage of 
environmental friendly fuel originates.

CAPACITY UTILIZATIONCAPACITY UTILIZATION

PARCO is a capital-intensive project like all other oil refineries. Its long 
term planning regarding capacity highly depends on installed process 
unit  capacity and demand pattern.

For such mega and complex project like PARCO there is very less 
flexibility that   installed capacity would increase. Secondly, the plant 
capacity easily serves the customer’s demand with in the installed 
capacity (100,000 BPD). 
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STRATEGIC INTENTIONS:STRATEGIC INTENTIONS:

VISION STATEMENT VISION STATEMENT 

For PARCO to remain among tomorrow's corporate winners, it may not 
only need to have a clear vision but also a passion for translating that 
vision into reality. The big challenge is therefore, not only trying to 
figure  out  what  future  will  be the right  one,  but  also  to  choose a 
future that will give definite competitive advantage to the Company 
over  the long-term.  Therefore,  creating  a  cause for  action besides 
charting a course on how to get there. 

MISSION STATEMENT MISSION STATEMENT 
• To  enhance  and  establish  a  professionally  sound  corporate 

identity. 
• To operate the existing Pipeline System, Mid Country Refinery 

and marketing initiatives in a manner that establishes it  as a 
center of excellence in Pipeline, Refining & Marketing Activities 
in the Country.

• To  embark  upon  Integrated  Investment  Program which  takes
cognizance of the existing bottlenecks and long-term petroleum 
needs of the Country.

• To provide a lead to the indigenous Petroleum Industry in finding 
of solutions to Technical and Managerial problems.

• To  develop  appropriate  Human  Resources  for  undertaking  of 
large Energy Projects in the Country.

LONG TERM GOALS OF PARCOLONG TERM GOALS OF PARCO
• Progressive corporate out look
• Aggressive pursuit of technical excellence
• Reliability of service
• Consistency in performance
• Organized and systematic development
• Provide the environment friendly products & processes
• Utilization of the maximum capacity utilization
• Increasing the employee’s morale and efficiency
• Completion of 817 KM white oil pipeline (achieved)
• Sell 25% of the oil products by its own
• Follow safety measures
• Open 450 outlets in 15 years
• Utilize the plant capacity to 100 %
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Some of these objectives are explained below;

Progressive Corporate Out Look

PARCO has a definite goal to give an impression of continually 
improving organization. They believe in continuous improvement.

Aggressive Pursuit to Technical Excellence

PARCO management is always encouraging its employees to adapt to 
the latest technical skills. For the practical application of this goal 
they sent their employees for the completion of different courses.

Reliability of Service

PARCO  is  very  much  concerned  to  be  more  reliable  in  providing 
excellent services to the customers; on time delivery of the products 
to the Oil Marketing Companies (OMC’s) with an intention to develop 
long  term  relations  with  them,  creating  value  for  the  ultimate 
consumers.

Consistency in Performance

PARCO  not  only  believes  in  quality  but  also  wants  to  be  more 
consistent in delivering this quality to the customers. Their goal is to 
be more consistent so that customers perceive them as a producer of 
quality products.

SITUATION ANALYSISSITUATION ANALYSIS

To analyze the environment as whole, we use the technique of “PEST 
analysis”  and  for  the  specific  analysis  of  company  “VALUE  CHAIN 
ANALYSIS”,  “SWOT  ANALYSIS”,  ”CRITICAL  SUCCESS  FACTORS”  and 
“FINANCIAL ANALYSIS” is used.

PEST ANALYSISPEST ANALYSIS

PEST  ANALYSIS  is  used  to  assess  what  environmental  factor  is 
effecting the organization, which of them are most important and how 
will they effect. PEST ANALYSIS is an indicator of political, economical, 
social and technical influences on the performance of organization. 
We see the PEST ANALYSIS of PARCO in detail.

POLITICAL AND LEGAL FACTORS   

INDUSTRIAL LAWS.  

There are industrial laws for the protection of labor rights. In Parco 
there  is  labor  union  and  these  laws  will  be  directly  affecting  the 
practices in the company for the determination of salaries and other 
fringe benefits.
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FOREIGN TRADE   

Rules and regulations regarding the import and export of the products 
will  also  be  directly  affecting  the  company  policy.  Company  is 
involved in import of petroleum products. So if government brings any 
change in foreign policy, it is necessary for the organization to cope 
with those changes. 

ECONOMIC FACTORS.  

INTEREST RATES

Company is financed by heavy debt. So any change in interest rate 
would be affecting company profitability positively or negatively.

INFLATION 

During inflation prices of products go high. Sale of petroleum products 
also effect during the inflation.

DISPOSABLE INCOME.

High  disposable  income  of  people  results  in  high  consumption 
similarly  low disposable income reducing  the spending the people. 
Hence affects the company’s sale.

FOREIGN EXCHANGE 

With the production of capacity of 4.5 million ton per annum, 100000 
BPD, the refinery will  reduce the import of petroleum products and 
streamline transportation logistics savings US$100 million per year in 
foreign exchange.

SOCIAL FACTORS.  

Social  issues  are  becoming  more  and  more  important  for  the 
organizations around the world. PARCO is no exception. They have 
taking following steps to comply with social issues.

PARCO is an Environment Friendly Project.

They have initiated for the certification of ISO-14000. For this purpose 
a pipeline of about 5 km has been laid for the disposable of treated 
refinery effluent which eventually discharges of the river INDUS.

PARCO project has also brought significant socio-economics benefits 
for the under developed region of Punjab particularly in the district of 
Muzaffargarh, D.G.Khan, Multan and Layyah. Nearly 10000 people got 
employment opportunity during the construction.
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TECHNOLOGICAL FACTORS  

In this ever-changing world of business, only those will survive who 
has got the latest technology and complete knowledge of the same. 
PARCO is very good in both technology and its use. 

STATE OF ART TECHNOLOGY

PARCO  has  got  state  of  the  art  technology  and  the  same  is  a 
competitive advantage for the company. The total cost of the project 
is about US$886Millions and this heavy investment is made to ensure 
that the latest technology is adopted. This state of Art technology is 
fully  integrated  across  the  refinery  gives  a  user-friendly  man– 
machine interface.

INTEGRATED PROJECT MANAGEMENT TEAM

In  order  to  optimize  project  management  cost  and  to  ensure  the 
transfer of much needed skills to Pakistani professionals in the filed of 
managing the large projects, PARCO management used its foresight 
to initiate the concept of integrated project management team. The 
function  of  this  body  is  to  co-ordinate  the  implementation  of  this 
massive investment ia an effective manner.

VALUE CHAIN ANALYSISVALUE CHAIN ANALYSIS

Value  chain  analysis  is  widely  used  to  determine  where  cost 
improvements  could  be  made  or  value  creation  improved.  This 
process involves the analysis  of all  activities starting from the raw 
material provisions to the distribution of final product. That is why it is 
necessary to understand the complete procedure of production and 
distribution.  

VALUE CHAIN ANALYSIS OF PARCO

All  these  activities  are  broadly  categorized  into  two  main  heads, 
which are Primary activities and Support activities.

PRIMARY ACTIVITIES

The  primary  activities  of  organization  are  grouped  into  five  main 
areas:  inbound  logistics,  operations,  outbound  logistics,  marketing 
and sales and marketing.

INBOUND LOGISTICS

PARCO  inbound  logistics  system  has  natural  advantage  over  its 
competitors. 1000 km long pipeline network ensures the smooth and 
sage transportation of crude oil to the refinery.
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OPERATIONS

PARCO’S mid country refinery is largest in Pakistan and its refinery 
capacity is 100,000 BPD. It operational efficiency is out of question 
and it is far better than the competitors. 

OUTBOUND LOGISTICS

Presently firm is distributing its finished products to OMC’S which take 
the product from the refinery. So in this way company has major role 
to play, but in future the company has the plan to lay white pipeline 
for the transportation of refined oil, which will again give company a 
competitive edge over its competitors.

MARKETING AND SALES

In this particular activity of value chain the firm is not getting any 
competitive  advantage.  They  have  shown  no  marketing  effort  to 
promote and market their products.

SERVICES

Company is providing pipeline services to its customers and they also 
provide  services  for  road  transportation.  They  have  their  own 
distribution network with the name of PEARL PARCO.

SUPPORTIVE ACTIVITIES

Supporting activities are there to compliment the primary activities of 
the firm. Firm’s Human resources and infrastructure are contributing 
to get competitive advantages over competitors.

SWOT ANALYSISSWOT ANALYSIS

STRENGTHS STRENGTHS 

Government Ownership:

Government ownership is of significant advantage to the company as 
many of the bureau cratic channels may be directly accessed.

Pipeline Network

The refined petroleum products transport logistics is based on road 
and  rail  and  the  existing  pipeline  network.  The  surface  transport 
mode is potentially hazardous to other traffic, human lives and the 
environment  besides  wear  and  tear  of  road  surfaces.  PARCO's 
pipeline  network is  a  safer  and more cost  effective  alternative  for 
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both crude and product transportation.  With the completion of the 
White  Oil  Pipeline  scheduled  in  November  2004,  a  more 
comprehensive,  safer,  cost  effective,  demand  responsive  and  eco-
friendly pipeline network will be available to thm.

PEARL - The better quality brand

PEARL  as  a  brand  name  symbolizes  purity,  value  and  quality 
assurance.  Athey have initiated orderly marketing with the promotion 
of lubricants and LPG under the PEARL brand individualized with a 
special logotype and graphic symbol.  Distribution for the lubricants is 
being developed nationally through dealer outlets while PEARL Gas is 
being  co-marketed  to  industrial  users  and  households  in  the  less 
accessible and remote areas with  SHV of  Holland,  who have been 
allocated 25% of the total LPG production of the refinery

Strength is People

The 1,600 employees (including 750 technical  staff  members)  that 
operate the Mid-Country Refinery around the clock, that manage the 
1,228 km cross-country pipeline network efficiently, and that engage 
in  the  support  functions  of  Finance,  Human  Resources,  Planning, 
Projects,  Administration  and  Marketing  that  keep  the  organization 
moving  are  the  critical  asset  and  strength  of  PARCO.  The 
organization  culture  allows  individuals  to  release  their  creative 
energies and achieve success.  The environment for the employees is 
supportive and represents a good breeding ground for professional 
and protection of their interests and those of all stakeholders.  

The Mid-Country Refinery has a purpose built living space for all the 
Parcorians  that  help  run  the  refinery.  The  accommodation  ranges 
from bachelor  to  4  bed-roomed  family  dwellings,  complete  with  a 
school,  sports,  and  recreation  centres  and  areas  like,  a  club,  a 
hospital and a shopping centre and grocery and meat markets.  All 
the necessities of home and some even more like a satellite signal 
receiving capability, internet facility and a computer centre for kids 
and  technicians.  This  adds  to  the  motivation  and  commitment  of 
people at PARCO.

Strategic Asset

The Mid-Country Refinery and its location are both extremely sensible 
and strategic in more ways than one.  Besides the close proximity to 
high  consumption  centres  of  the  country's  middle  and  northern 
region,  the  location  mitigates  security  concerns  that  arise  from 
concentration of refining capacity at one location.  

Transfer of Technology
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PARCO's  Mid-Country  Refinery  is  the  country's  latest,  largest  and 
most  complex  refinery.  Accordingly  it  needs  a  common  and 
consistent  man/machine  interface  with  the  operator  to  control  the 
critical processes involved in refining.  The primary control centre is 
the  Main  Control  Room  with  a  microprocessor-based  Distributed 
Control  System.  In  addition,  three  subsidiary  control  rooms 
collectively  manage  eleven  On-site  Process  Units  and  eleven  Off-
site/utilities besides other specific areas of the refinery.  All working to 
ensure optimum control of quality in the refining process at Pakistan's 
largest and most complex refinery.  

Environmental Friendliness.

We need not look too far to observe the damage man has heaped on 
mother earth.  The pioneering introduction of unleaded gasoline by 
PARCO in 2001 was a full four years ahead of the World Bank target of 
2005.  This was made possible across the indigenous refining industry 
because of the leadership provided by PARCO.  The use of unleaded 
or  lead-free  gasoline  will  guard  against  the  effects  of  lead  in  the 
atmosphere and secure a healthier future for coming generations.

New Wave Of Energy

Today,  Liquefied  Petroleum  Gas  (LPG)  increasingly  meets  the  fuel 
needs of a larger segment of  the population,  as well  as, industry.  
With a significant increase in the production of LPG by PARCO, about 
450 tons daily, doubled the availability of this fuel alternative to piped 
Sui  gas.  The  new  supplies  of  LPG  from  PARCO  have  particularly 
contributed to an improvement in the quality-of-life of the people in 
the hilly and remote areas of the country, where wood, a dwindling 
and scarce resource, was the primary fuel source

International Partnerships

As a model joint venture, PARCO is a firm believer in partnerships.  
TOTAL headquartered in France, SHV Energy of Holland and OMV of 
Austria represents some of the key strategic alliances that allow co-
marketing of fuel like motor gasoline, diesel, LPG and lubricants.  25% 
of PARCO's LPG production is marketed as PEARL Gas by SHV, while 
PARCO is marketing PEARL Lubes made by OMV Austria along with 
locally blended Lubricants as well.  

PARCO has entered into a strategic marketing alliance with Total Fina 
Elf.  TOTAL is one of the world's largest petroleum companies and a 
leading global player in the oil business.  The synergy and fit seems 
natural  with  TOTAL  bringing  with  it  a  history  and  track  record  of 
international experience and particular expertise in the downstream 
marketing of fuels.  At present, TOTAL PARCO has 65 petrol stations 
with 30-35 new stations being added every year for the next 15 years 
across the country.  
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White Oil Pipeline

The White Oil  Pipeline is  also a major  strategic significance to the 
company.  The half-a-billion dollar,  817 kilometer,  26 inch diameter 
dedicated refined product pipeline will make the transport of up to 12 
million  tons  refined  petroleum products  to  up-country  destinations 
even more efficient, cost effective and environmentally friendly.  The 
Pak-Arab Pipeline Company, with a 51% equity holding by PARCO, is 
expected  to  commission  this  project  in  November  2004.  The 
remaining 49% equity is shared by Shell (26%), PSO (12%) and Caltex 
(11%).  PARCO will contribute its unique first hand pipeline operations 
and management experience to help make the venture a success.  

Financial Strength

PARCO's financial position is strong and it is determined to continue 
to meet high standards, as may be depicted by the triple A (AAA) and 
A+ credit  rating,  which  has been awarded by PACRA,  a  renowned 
credit rating agency, for a seventh consecutive year.

PARCO'S GROWTH STRATEGY   

PARCO  does  not  wait  for  opportunities;  it  makes  them.  PARCO 
believes that we should not only ask for what fruits we are getting, 
but what seeds we are planting. 

PARCO  has  adopted  a  modular  growth  strategy  in  which  the 
investments  are  staggered  and  Project  implementation  is 
synchronized in such a manner that completion of one Project marks 
the  beginning  of  the  new  Project.  This  strategy  has  the  following 
distinct advantages: 

• Existing investments are prudently recycled for each successive 
investment.
  

• Each  investment  supplements  new  investment through 
cash flow support and rationalisation of taxes in high cash out 
flow  periods.
  

• Management of Debt in a manner that Company remains 
optimally  leveraged for  taking  loans  at  attractive  rates.
  

• Easier management of growth by  learning from the lessons 
learnt on past projects by adopting a professional approach 
and control  of  the Projects  and Investments  in  a  transparent 
manner.  

• Avoiding over-extending available resources. 

OPPORTUNITIESOPPORTUNITIES
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Growing Demand:

Over all demand of the petroleum products is increasing at the rate of 
about ten percent in Pakistan. This is a substantial opportunity to 
grow.

I.M.S., Baha uddin Zikriya University Multan                                                                      20/28



            

Export Market

Development in Afganistan coupled with the upcoming pipeline 
network to Peshawar is creating another opportunity to export. Even 
other markets of SAFTA countries are open.

WEAKNESSESWEAKNESSES

Little Promotional Activity

Although PARCO is involved chiefly in B to B transaction, yet to create 
awareness about the products and offerings they must make alliance 
with their strategic business partners for promotion of their products 
and create a market position for them.

Under Utilization of Capacity:

The project’s capacity utilization is dwindling around 80% last year it 
achieved on the average 90%. This needs efforts to improve.

Volatile and Inflammable Nature of The Products:

It is a threat to all the companies in the industry, which should be 
adequately covered as per industrial standards.

Deregulated Furnace oil market

OMC have an edge over PARCO due to negotiable price of Furnace oil. 
The Raw material used by PARCO produces excessive Furnace oil; 
which is stored in huge storage available to the company; But the 
scenario enhances the bargaining power of the oil marketing 
companies, and they dictate their own price. Other wise PARCO will 
be constrained to hold the inventory creating huge inventory carrying 
cost to the disadvantage of PARCO.

THREATSTHREATS

Competition

There are four oil refineries competing directly, namely;

• Attock oil Refienery

• Dhodak Oil Refinery 

• National Refinery Limited (NRL)

• Pakistan Oil Refinery Ltd., Karachi

Besides completion comes from the imported/ smuggled gasoline.
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Substitute Product:

CNG is greatly being promoted by the government hundreds of CNG 
stations are in place and other hundreds are being developed thises 
poses a grete thret to the company’s local sales of gasoline.

Rising Input Costs:

As the company mostly relies on the imported crude oil and in the 
recent  past  great  fluctuations  are  seen  in  international  oil  prices 
which are on the hike it creates a lot of uncertainty. And hence is a 
threat.

Governmental Regulations:

Oil  sector  is  greatly  regulated  by  the  government  in  Pakistan.  Oil 
advisory committee apparently is independent but is being dictated 
by the government for sale price of POL. This is also a threat for the 
industry.

Uncertain Political and Economic Conditions

Country is facing uncertain economic and political situation, oil prices 
(input  &  out  put)  both  are  not  stable.  More  over  current 
unemployment  inflationary  trends  coupled  with  unstable  Monetary 
policy is also adding to it.

FINANCIAL ANALYSISFINANCIAL ANALYSIS

The summary of the capital structure of PARCO is given under:

(Rs. in millions)

INITIAL  
(1981)

PRESENT  (2003)

Authorized Capital 1,500 15,000

Paid-up-Capital 540 11,605

GOP           60% 324 6,963

ADPI          40% 216 4,642

Reserves 1 6,500

Long Term Loan 1,115 37,533

Debt:Equity Ratio 67:33 60:40
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The growth potential at PARCO is phenomenal as alresdy explained 
above.  To  meet  their  financial  needs  they  have arrangement  with 
NBP, City Bank and others. PARCO had invested in Special US Dollar 
bonds to hedge its US$ loan liability, income of which is linked with 
LlBOR while it has Rupee borrowings, interest of which is linked with 
T-Bills. The variable elements in the two transactions expose PARCO 
to interest rate risk. PARCO has therefore entered into Interest Rate 
Coupon  Swap  arrangement  with  National  Bank  of  Pakistan  and 
Citibank on a notional amount of Rs. 4.4 billion (equivalent to US$ 80 
million).

They have sufficient financial  strengths and hence are undertaking 
development projects.

            CRITICAL SUCCESS FACTORS (CSF) IN THECRITICAL SUCCESS FACTORS (CSF) IN THE      
INDUSTRY:INDUSTRY:

Refinery Location:

• It is being rated as a CSF on following grounds:

• Close to patrocamical demand centers; as demand of the 
norther region represents 60% of the country’s total demend.

• National security point of view.

Pipeline Network

It  ensures  stream-lined  movement  of  crude  oil  and  final  products, 
reducing transportation cost. It is PARCO’s discrete are of competitive 
advantage

Human Resourde and Utilities supplies

These are available abundantly in the adjoining areas. Well trained 
and efficient work force is a CSF for the industry and hence for the 
company.

Growing Market

Growing market of the final products is also a CSF coupled with few 
suppliers. Reliance on import and oil & gas exploration potential in the 
country creates an opportunity

Technology :

An oil  refinery must  have the latest  technology to  compete in the 
market efficiently and affectively. PARCO has an integrated system of 
wide spread technology in following areas

• Product technology
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• Process technology

• Information technology

The product and process technologies are based on Japanese system 
which  have  been  completed  with  the  consultative  services  of  two 
Japanese  companies  namely,  JGC  Corporation  and  Marubeni 
Corporation.

The  whole  plant  is  ful;ly  computerized.  As  far  as  information 
technology  is  concerned,  the  various  application  soft  wares,  for 
administration purpose employed in the administration section, which 
were developed bu Pakistani company ORA-Tech systems.

EXISTING STRATEGIES:EXISTING STRATEGIES:

CORPORATE LEVEL STRATEGIESCORPORATE LEVEL STRATEGIES

FORWARD INTEGRATION AND EXPANSION

PARCO  is  the  first  ever  refinery  in  Pakistan  involved  in  refining, 
pipeline distribution and marketing of its products. In this way they 
have integrated their business down stream.

FUTURE PROJECTS   

Port Qasim to Korangi Pipeline Project

It is being developed to integrate the two ports of Keamari and Port 
Qasim with  PARCO's  up-country  pumping facilities  through Korangi 
pumping stations,  protect  country  strategic assets  through optimal 
utilisation of ports for receiving and handling products/Crude. 

Faisalabad to Kharian Pipeline

To transport petroleum products from Faisalabad to Kharian. Approx 
distance – 190 km. 

Faisalabad to Sahiwal Pipeline

To transport petroleum products from Faisalabad to Sahiwal.Approx 
distance – 90 km. 

Mahmood Kot to Peshawar Pipeline

To transport petroleum products from Mehmood Kot to Peshawar. 
Approx distance – 430 km.

JOINT VENTURE (INTEGRATION)
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PARCO  has  three  different  joint  ventures  with  the  marketing 
companies:

1. OMV  Pearl  Lubricants:  PARCO  has  an  agreement  with 
Austrian Company OMV. For marketing of Lubricant in Pakistan 
under the brand name PEARL LUBRICANTS.

2. SHV Peal Gas: In order to self market under the brand name of 
Pearl Gas, PARCO  has entered into a technical service and 
support agreement with a Dutch company. SHV, who is selling 
255 of the LPG produced at PARCO; The remaining 755 have 
already  been  allotted  to  existing  licensed  LPG  marketing 
companies.

3. TOTAL –  PARCO: PARCO has made joint venture with Total of 
France. PARCO is marketing its products in Bulk through retail 
marketing networks.  Now the company will  serve 75% of the 
refinery products to the existing OMC’S namely Caltax, PSO and 
Shell and retains 25% of it products to be marketed through the 
TOTAL PARCO retail out lets.

CONCENTRIC DIVERSIFICATION:

Mid country Refinery PARCO is also producing 150,000 MT of LPG per 
annum, as a by-product. In this way mid country refinery has enabled 
PARCO to diversify into market of LPG. 

BUSINESS LEVEL STRATEGIES:BUSINESS LEVEL STRATEGIES:

DIFFERENTIATION

PARCO has positioned itself as a producer of high quality products. 
PARCO charges premium prices of its products. Customer perceived 
the products of the PARCO as more refined, clear and higher quality. 
More  over  OMC’s  like  PSO are  capitalizing  on  PARCO’s  differential 
advantage of producing Lead free petrol. So, PARCO has successfully 
implemented its differentiation strategy.

COST ADVANTAGE

The  Pipeline  network  in  the  value  chain  is  reducing  costs  of 
production; hence PARCO is also successfully implementing its Cost 
Advantage strategy.

OPERATION LEVEL STRATEGIES

TOTAL  QUALITY  MANAGEMENT;  PARCO  management  believes  to 
continue that success and exploit high competitive advantages in a 
rapidly  changing  environment.  They  are  ready  to  re-engineer 
themselves by adopting to the TQM approach with the dynamics of 
continual change.
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PROPOSED STRATEGIES:PROPOSED STRATEGIES:

Now when the industry has been fully matured in Pakistan and the 
competition in terms of access to final consumer is very high, where 
as  the  market  is  not  saturated,  the  companies  usually  face  the 
competition  from  each  other,  emphasizing  on  differentiation  and 
services marketing.

Although they have tackled the problems very well  there is always 
room  for  the  improvement  to  cope  with  the  ever-changing  world 
environment. Some proposed strategies are as follows:
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MARKET DEVELOPMENT:MARKET DEVELOPMENT:

They need to  promote their  products  through out  the country and 
explore export market, especially for LPG and Furnace oil.

BACKWARD INTEGRATION:BACKWARD INTEGRATION:

If we look at the oil & gas exploration scenario in Pakistan we feel that 
there is a lot of potential unexplored. Only a few companies are in the 
field e.g.

• Oil and Gas Development Company Limited (OGDCL)

• Pakistan Petroleum Limited (PPL)

• Pakistan Oil Fields Ltd.

Due to this un-explored potential Pakistan and eventually PARCO has 
to  rely  on  import  of  crude  oil.  In  our  opinion,  in  presence  of  its 
financial strength, growing market and scarcity of raw material within 
Pakistan coupled with  high prices,  PARCO has to  further  backward 
integrate and indulge in the field of oil  exploration.  In this respect 
they may adopt joint venture strategies. In case they succeed, they 
will be fully back ward integrated and least financial risks will be there 
for them. The crude oil market is highly unstable and there is a rising 
trend in crude oil  international prices.  If  they have their own input 
(through  supply  channels)  their  will  be  able  to  generate  greater 
profits.

CONCLUSIONCONCLUSION

PARCO is a billion dollar sophisticated state of the art refinery. The 
company’s  strengths  ret  on  human  resource,  including  competent 
management,  well-defined  and  implemented  policies  and  strategic 
decision involving joint ventures and oil transportation facilities. Due 
to their hard work they are achieving AAA & + ratings for the last 
seven (7) years.

PARCO  has  expanded  through  forward  as  well  as  backward 
integration  through  ventures  and  alliances.  Fort  the  purpose  they 
have developed pipeline network from Karachi to PARCO destinations. 
The  managerial  decision  in  developing  pipeline  resulted  in  many 
advantages including cost saving in value system worth millions.

As far as forward integration with OMC’s (Oil marketing companies) is 
concerned, it improved on company’s capacity utilization.

PARCO is to improve in marketing of its products particularly for LPG 
and Furnace oil.
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Our  proposed  backward  integration  to  become a  source  of  inland 
crude oil extraction may enhance its capabilities of profit generation 
and expansion many fold.
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