
T
here have been better

years for the Canadian chem-
ical industry than 2001. The
year began with high natural gas
prices that crippled the big

petrochemicals hub in Alberta and ended
with a bona fide recession from its largest
trading partner, the U.S.

According to C&EN estimates, pro-
duction figures for almost all major
chemical products will decline in 2001.
The only products spared will be ethyl-
ene, polyethylene, and toluene, which
are forecast to rise by 6.0%, 13.4%, and
2.8%, respectively.

Ethylene and polyethylene production
is rising mostly because of the new 2.8 bil-
lion-lb-per-year ethylene joint venture be-
tween Dow Chemical and Nova Chemicals
that started up last year in Joffre, Alberta.
Downstream from the plant are a 1.4 bil-
lion-lb Dow polyethylene facility com-
missioned last year and an 850 million-lb
Nova polyethylene plant that started up
in April. BP is starting up an a-olefins unit
downstream from the ethylene complex.

But the gains in production, so far, are
only nominal, according to Vince Smith,
president and chief executive officer of
Dow Canada, who says operating rates in
olefins decreased just as they did in the rest
of the chemical industry in Canada.

“The year started out on a negative note,
with Alberta gas being extremely high rel-
ative to the rest of the world, including the
U.S. Gulf Coast,” Smith says. Before the
Dow/Union Carbide merger in February,
he adds, Union Carbide took its ethylene
glycol plant in Prentiss, Alberta, off-line.
The rest of Dow’s assets were running at
reduced rates. Its Fort Saskatchewan eth-
ylene cracker, for example, was running at
less than 80% of capacity. Production did-
n’t return to normal until July.

Profitability has also suffered. Nova
Chemicals reported a loss for the first nine

months of 2001 of $56 million, compared
with net earnings of $278 million during
the same period last year. The company
said that, while the so-called Alberta ad-
vantage—the 7-cent-per-pound or so cost
advantage that Alberta petrochemical
makers enjoy in ethane feedstock over the
U.S.—came back, the easing feedstock
prices didn’t fully offset erosion in over-
supplied polyethylene markets.

David Podruzny, senior manager of
business economics at the Canadian
Chemical Producers Association, blames
the poor economy. “Sales are down; we’re
not seeing the growth we were expecting,”
he says. “Producers were not able to pass
along the full costs of feedstocks.”

And it is not just olefin makers that are
suffering. Fertilizer maker Agrium has
warned that fourth-quarter profits will miss

analysts’ estimates. The company blamed
the economy and end-market prices. Agri-
um says its outlook for 2002, however, is
positive, citing increased sales to Asia and
low natural gas prices.

With a round of expansions completed
in Alberta, experts worry about further de-
velopment in the province. Between the
Alliance Pipeline, completed late last year,
taking natural gas liquids out of the region
and into U.S. energy markets, and the com-
pleted cracker in Joffre, ethane in Alberta
is tapped.

“There is adequate supply for current
investment,” Podruzny says, “but for the
next round, there is concern that the new
discoveries in Alberta won’t keep up with
demand.”

BEFORE ANOTHER major expansion in
Alberta, Podruzny says, more gas is need-
ed from the north. Alberta chemical mak-
ers want to be involved in various propos-
als for pipelines to bring gas down from
Alaska’s North Slope and Canada’s
Mackenzie Delta. “The best option, from
a purely Alberta petrochemical develop-
ment standpoint, is for the pipeline to be
hubbed in central Alberta, with the liquids
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Production
Slump for most chemicals in Canada in 2001

CHANGE
THOUSANDS OF METRIC TONS 1997 1998 1999 2000 2001a 2000–01
Ammonia 4,779 4,737 4,889 4,888 4,137 –15.4%
Ammonium nitrate 980 1,000 1,052 1,110 1,098 –1.1
Benzene 715 718 806 859 735 –14.4
Butadiene 221 236 228 252 247 –1.9
Chlorine 1,045 989 1,068 1,079 1,055 –2.2
Ethylene 3,272 3,557 3,851 4,069 4,313 6.0

Hydrochloric acid, 100% 141 149 161 155 137 –11.6
Nitric acid 1,008 935 1,007 1,074 1,036 –3.5
Polyethyleneb 2,190 2,283 2,482 2,644 2,997 13.4
Polystyrenec 181 180 200 203 183 –9.9
Propylene 860 1,038 999 934 915 –2.0
Sodium chlorate 1,038 1,012 1,048 1,107 1,084 –2.1

Sodium hydroxide 1,081 1,015 1,076 1,094 1,075 –1.7
Sulfuric acid 4,100 4,333 4,183 3,804 3,673 –3.4
Toluene 321 222 262 218 224 2.8
Urea 3,470 3,714 3,832 3,887 3,381 –13.0
Xylenes 362 308 253 312 252 –19.2

a C&EN estimates. b Includes low-, linear low-, and high-density resins. c Includes acrylonitrile-butadiene-
styrene resins. SOURCE: Statistics Canada
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being stripped there and supplied to petro-
chemicals,” he maintains.

Smith says such a plan would make the
pipeline more profitable in the long run. “Al-
berta offers an advantage: the potential to
optimize infrastructure,” he says. But the
pipeline remains a dream for now. The U.S.
Department of Energy says 2007 is the ear-
liest that such a pipeline can be completed.

Alberta’s oil sands might deliver petro-
chemical feeds sooner. “Associated with
the synthetic crude will be off-gases and
petrochemical feeds,” Podruzny says.

But the light olefins derived from the
sands are usually butane and propane, not
ethane, making Dow less than enthusiastic
about the idea. “We’re not very interested
in the oil sands. We don’t see it as a signifi-
cant opportunity for a feed for a cracker,”
Smith says. He concedes, however, that the
oil sands could provide enough propylene to
support a polypropylene unit.

After Alberta, Podruzny says, the next
big center for chemical investment will be
Quebec, noting a series of plants being built
by joint ventures of the Quebec-govern-
ment-owned company Société Générale
de Financement du Québec (SGF).

The company recently announced it
would form a venture with Shell Chemical
to build a 95,000-metric-ton-per-year
polytrimethylene terephthalate (PTT)
plant on the Coastal Petrochemical site in
East Montreal. The plant is slated for com-
pletion in fall 2003. Shell backed out of
plans to build its first commercial-scale
PTT plant in Altamira, Mexico.

Upstream, SGF also has a joint venture
with Interquisa Canada, a subsidiary of
Spain’s Cepsa, to build a 500,000-metric-
ton purified terephthalic acid plant in
Montreal, scheduled to come onstream
next year. To feed that plant, the company
has formed a joint venture with Coastal to
reopen a 350,000-metric-ton-per-year p-
xylene unit that was shut down in 1998.

Podruzny says that just as the projects
in Alberta take advantage of a cheap sup-
ply of ethane, the projects in Montreal use
the area’s extensive refining capacity. 

EXPANSIONS IN Ontario, also rich in in-
dustrial infrastructure, have been slower.
“The general slowdown in the economy
has dampened excitement about major
new investments in the short term,” Po-
druzny says.

Dow has plans to build its first com-
mercial-scale ethylene-styrene copolymer
plant in Sarnia but has yet to move for-
ward. “We still have the market develop-
ment plant operating,” Smith says. “It has
been an ongoing project. We’re still trying
to develop the market.” Imperial Oil is
completing an improvement project that
will boost production at its polyethylene
unit in Sarnia by 15%.

No one expects the stagnation in the
Canadian chemical industry to last forev-
er. The fortunes of Canada are very much
tied to its largest trading partner: the U.S.
Some 80% of Canadian chemical exports,
Podruzny says, are to the U.S. And Smith
says, “We hope that by the third quarter of
next year, we will have some upturn in
North America.” ■
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SHIPMENTS
No overall trend among major
segments
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PRICES
Organics outpace other chemical
sectors in Canada
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