
T
he latin american chemical

industry continued to make
major breakthroughs in 2001,
despite economic uncertainty
in the region as well as an eco-

nomic slowdown in the rest of the world.
Few observers expect Latin America to be
a major global exporter of petrochemicals
anytime soon, but many say the region is
taking significant steps forward.

According to the International Mone-
tary Fund (IMF), Argentina is not expect-
ed to climb out of its long recession this year.
Brazil, Chile, Mexico, and Venezuela are
forecast to have positive gross domestic
product (GDP) growth this year. And all five
major Latin American economies are ex-
pected to grow in 2002. But, IMF has re-
vised its forecasts downward because of the
global economic slowdown.

Chemical trade has been growing
in recent years. In 2000, Brazil,
Mexico, Venezuela, and Chile each
posted gains in chemical sales, ex-
ports, and imports. However, high-
er feedstock prices account for
much of these gains.

In November, at the annual
meeting of the Asociación Petro-
química y Química Latinoameri-
cana, Isaac Plachta, chief executive
officer of Brazil’s Petroflex, a syn-
thetic rubber company, said that,
despite signs that the Latin Amer-
ican industry is turning itself
around, the global economic slow-
down will make it difficult for petro-
chemical producers in the region to sell to
international markets. “We will have to
face a global downturn, which isn’t good
for Latin America,” he added.

Other problems facing Latin American
economies are peculiar to the region. Ar-
gentina’s economic problems are by now
infamous. The country has been in a re-
cession for several years and is now facing

severe debt and possible default. Fears of
devaluation of the peso, which is current-
ly pegged to the dollar, caused a run on
banks until the government limited with-
drawals. To boost trade, Argentina is eas-
ing the value of the peso for exports, link-
ing it to both the dollar and the euro.

Brazil, like other countries in the region,
faces a ripple effect from the situation in
Argentina. The country has also been hit
with an energy crisis. Drought has dried
up the hydroelectric plants that Brazil de-
pends on, and the country had to ration
electricity this year by cutting back indus-
trial production.

BUT THIS HASN’T stopped progress in
Brazil’s chemical industry. Earlier this year,
the Brazilian industrial groups Mariani and

Odebrecht formed a joint venture to buy
a controlling interest in Copene, a 1.2 mil-
lion-metric-ton-per-year cracker in Ca-
maçari. The companies then announced a
merger of their chemical assets with
Copene to form Braskem, which would in-
tegrate Copene with Mariani’s Nitrocar-
bono caprolactam business and Ode-
brecht’s OPP polyolefin and Trikem vinyl

subsidiaries (C&EN, Oct. 29, page 17).
Marcel Batsleer, director superintend-

ent of Polibrasil, a Brazilian polypropylene
joint venture between Brazil’s Suzano
group and Basell, explains that Brazil’s
petrochemical industry has traditionally
had a structure in which Petrobras con-
trolled most of the production upstream
in the petrochemical industry and private
firms were allowed to invest in downstream
plastics and processing plants. Petrobras
is the Brazilian national oil company.

This, Batsleer says, changed, with Petro-
bras pulling out of many firms. As a result,
investment in Brazil slowed down. “We
still have pretty much what we had in the
early 1990s,” he says.

Batsleer says the formation of companies
like Braskem will now be the trend. The
more modern structures, he says, enable de-
cisions to be made more easily, allow for big-
ger companies that are more focused on
petrochemical investment, and provide a
means to circumvent the high tax rates for
exchanges of materials between different
companies, which is still common.

However, Batsleer doesn’t think the
Brazilian chemical industry will complete-

ly change. Ultimately, he says, the
country doesn’t have the advantages
to be a major player in the global mar-
ket. “We will never be a net exporter
of raw materials,” he says.

ANOTHER POSITIVE step for the
Brazilian chemical industry is the
news that the Rio Polimeros proj-
ect will move forward. Rio Po-
limeros, to be located near Rio de
Janeiro, will be Brazil’s fourth eth-
ylene cracker and the first to be
based on an ethane feedstock. It will
use all of its ethylene output for a
515,000-metric-ton-per-year poly-
ethylene complex downstream.

The project’s partners—Brazil-
ian industrial groups Suzano (33.3%) and
Unipar (33.3%), Petrobras (16.7%), and
Brazilian development bank BNDES
(16.7%)—put up 40% of the $1 billion
needed for the complex. The rest of the fi-
nancing will come from a $200 million
U.S. Eximbank loan, a $300 million 
BNDES loan, and $183 million in com-
mercial bank facilities.
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“The closing of the loan agree-
ments is a tremendous achievement
for all parties involved,” says Olivier
Serra, who worked on the financing
for BNPParibas, which has been the
financial manager for the project. To
get the loans, he says, the partners
had to secure guarantees from con-
tractors on construction, make a
feedstock supply agreement with
Petrobras on the ethane, and get
sales contracts lined up for Rio
Polimeros’ output. Rio Polimeros
secured the financing after three
years of work, he says.

NOT ALL of the output of Rio
Polimeros will be ethylene-based.
For example, Polibrasil will also get
the propylene by-product from the
cracker for its nearby polypropyl-
ene plant. This feedstock will re-
place the propylene that Polibrasil
gets by truck. Construction on Rio
Polimeros will begin by 2002 and is
expected to be completed by the
end of 2004.

Despite Argentina’s economic
problems, one major project—Pro-
fertil, a 50-50 joint venture between
Canada’s Agrium and Repsol YPF—was
running at full capacity in Bahia Blanca by
the beginning of the year, after starting up
in August 2000.

The $705 million project makes 3,250
metric tons per day of urea and 2,050 met-
ric tons per day of ammonia and uses nat-
ural gas as the feedstock. “We chose a scale
that made us competitive not only in the
local and regional markets, but also in the

world market,” says Arnoldo Girotti, gen-
eral manager of Profertil.

Venezuela also has a major project on
the drawing board, an integrated ethylene
joint venture between ExxonMobil and
Petróleos de Venezuela (PDVSA) to be lo-
cated in Jose. Eduardo Praselj, vice presi-
dent of petrochemicals for PDVSA, said
recently that the project was still on track.
However, that was before Venezuela signed

into law new regulations requiring
more government control over pe-
troleum investment in the country.

But Praselj previously has said
that modernization of business
practices will be a key for future suc-
cess for his country. “There is raw
material availability in the country
and infrastructure needed for ex-
portation,” he said, “Petrochemi-
cal investment is feasible if there
are attractive raw materials and
conditions for investment.”

Mexico has had some problems
with tight government control—
through state oil company Pemex—
over its petroleum industry for
years. Its reign over ethylene feed-
stocks is attributed with causing
huge trade deficits in chemicals for
the country, despite its abundance
of petroleum resources.

However, the new administra-
tion of Mexico’s President Vicente
Fox Quesada has pledged to reform
the petroleum and petrochemical
industry. The country says it needs
$1 billion in investment to revital-
ize the sector and that it would en-
tertain the notion of using private

investment to help get there.
Overall, the outlook for the Latin Amer-

ican chemical industry remains positive.
The projects in the works are expected to
be profitable. In most countries, the in-
dustry is reorganizing on more modern
business models. And economic growth in
the region is expected to be positive and,
for the most part, higher than global
norms. ■
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Petrochemicals
Brazil’s production outpaces other Latin countries

THOUSANDS OF
METRIC TONS ARGENTINA BRAZIL MEXICO VENEZUELA

Acrylonitrile na 87 124 na
Benzene 109 924 386 20
Cumene na 138 308 na
Ethylene 286 2,634 116 479
Ethylene oxide na 256 na 66
Propylene na 1,349 33 116
Styrene 112 405 143 na
p-Xylene 54 140 na na

na = not available. 
SOURCE: Asociación Petroquímica y Química Latinoamericana

Chemical sales
Chile saw a big jump

SALES EXPORTS IMPORTS
$ BILLIONS (U.S.) 1999 2000 1999 2000 1999 2000
Brazil $36.2 $42.6 $3.4 $4.0 $9.8 $10.6
Mexico 12.7 13.2 3.0 3.6 7.7 8.9
Venezuela 2.6 3.1 0.9 1.3 1.5 1.7
Chile 1.5 2.8 0.8 1.0 1.1 1.6

NOTE: Trade figures do not include pharmaceuticals or photographic
materials. SOURCES: Country chemical industry associations


