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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

• The Inorganic Chemical Manufacturing industry in Canada relies heavily on exports and suffers from a high degree
of import penetration. As manufacturing activity slows, import penetration will decrease, but this will likely be offset
by a lack of demand for exports and revenue will decline. For more detail, please see the Industry Globalization
chapter.

• The industry relies on strong manufacturing activity. As manufacturing industries suffer amid economic uncertainty,
revenue is forecast to decrease in the short term as output prices also fall. For more detail, please see the Current
Performance chapter.

• The industry has applications in several sectors, and as a result, is not reliant on one portion of the economy doing
well. As policies associated with containing COVID-19 (coronavirus) are repealed, the industry should recover
strongly. For more detail, please see the Industry Outlook chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This industry manufactures a variety of basic inorganic chemicals, most of which are mineral based, as opposed to

carbon-based organic chemicals. Inorganic chemicals are used as inputs in several manufacturing and industrial
processes. Key identifiable industry segments include chloralkali and carbon black products. The industry does not
manufacture industrial bleaches (IBISWorld report 32561CA) or chlorine preparations for swimming pools
(IBISWorld report 32599CA).

Major Players Chemtrade

Olin

Main Activities The primary activities of this industry are:

Manufacturing alkalies and chlorine

Manufacturing chemical catalysts

Manufacturing inorganic acids

Manufacturing carbon black

Manufacturing all other basic inorganic chemicals

The major products and services in this industry are:

Alkalites

Other inorganic chemicals

Chemical catalysts

Inorganic acids

Carbon black

Sodium hydroxide
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Supply Chain

SIMILAR INDUSTRIES

Mineral & Phosphate Mining in
Canada

Petrochemical Manufacturing in
Canada

Organic Chemical Manufacturing
in Canada

Fertilizer Manufacturing in Canada

Soap & Cleaning Compound
Manufacturing in Canada

Chemical Product Manufacturing
in Canada

   

   

       

       

RELATED INTERNATIONAL INDUSTRIES

Dye & Pigment Manufacturing in
the US

Inorganic Chemical Manufacturing
in the US

Basic Inorganic Chemical
Manufacturing in Australia

Dye & Pigment Manufacturing in the
UK

Inorganic Basic Chemical
Manufacturing in the UK

     



Inorganic Chemical Manufacturing in Canada April 2021

7 IBISWorld.com

Industry at a Glance
Key Statistics

$4.3bn
Revenue

Annual Growth

2016–2021

-1.9%

Annual Growth

2021–2026

1.6%

Annual Growth

2016–2026

 

$846.7m
Profit

Annual Growth

2016–2021

-3.0%

  Annual Growth

2016–2021

 

19.8%
Profit Margin

Annual Growth

2016–2021

-1.1pp

  Annual Growth

2016–2021

 

92
Businesses

Annual Growth

2016–2021

-0.4%

Annual Growth

2021–2026

-0.2%

Annual Growth

2016–2026

 

3,191
Employment

Annual Growth

2016–2021

-7.7%

Annual Growth

2021–2026

-0.1%

Annual Growth

2016–2026

 

$352.7m
Wages

Annual Growth

2016–2021

-6.0%

Annual Growth

2021–2026

0.3%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

-0.5%
Demand from manufacturing

8.7%
World price of natural gas

2.6pp
Industrial capacity utilization

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Technology Change

Low

MIXED IMPACT

  Life Cycle
Mature   Barriers to Entry

Medium / Increasing

  Competition
Medium / Increasing

NEGATIVE IMPACT

  Revenue Volatility
High   Capital Intensity

High

  Industry Assistance
Low / Steady   Regulation & Policy

Heavy / Increasing

  Industry Globalization
High / Steady

 

Key Trends

 The industry produces a wide variety of chemicals

 As profit and demand have both wavered, activity levels in
the industry have fallen slightly

 Industry exports are expected to shrink

 The industry relies on strong industrial activity for growth

 The industry's markets will likely exhibit varying performance

 The industry has been subject to more regulations over the
past decade

 Tumbling prices of commodities, such as oil and gas, have
damaged industry demand
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High Profit vs. Sector Average

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Volatility

  High Imports

  High Customer Class Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  World price of natural gas
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Executive Summary Positive reaction: Growth in input prices, such as natural gas, will likely
stimulate demand from manufacturing markets

Products manufactured by the Canadian Inorganic Chemical Manufacturing industry are primarily used as
intermediary additives to products, such as detergents, pharmaceuticals, alumina, paints, paper and tires. Given the
types of products manufactured, industry demand is closely linked to the overall performance of the manufacturing
and construction sectors and the wide range of end markets helps to moderate industry volatility. Industry
performance has fluctuated over the five years to 2021. While domestic manufacturing production has risen overall,
some key markets, such as paper manufacturing, have experienced declining demand. Further, a sharp drop in the
price of inputs, such as natural gas, has put downward pressure on product prices. Consequently, IBISWorld
forecasts industry revenue to decrease an annualized 1.9% to $4.3 billion over the five years to 2021. This includes
expected growth of 3.9% in 2021 alone as the economy recovers from the COVID-19 (coronavirus) pandemic, which
severely cut into revenue over 2020 amid crashing manufacturing activity as a result of high levels of economic
uncertainty.

Industrial capacity utilization has declined slightly over the past five years, while, tumbling prices of commodities,
such as oil and gas, have damaged industry demand, as the energy sector and related manufacturing industries are
a key market. As a result, falling prices have prompted declining demand for some industry products. The industry is
also highly globalized, with exports routinely accounting for more than 60.0% of industry revenue. The value of
exports has fallen over the past five years, partially due to the coronavirus pandemic, but exports have experienced
weak performance throughout the period.

The industry is expected to resume growing over the five years to 2026, amid a more favourable economic climate.
Revenue is anticipated to increase an annualized 1.6% to $4.6 billion over the five years to 2026. Consumer
spending is forecast to rise, while forecast growth in input prices, such as natural gas, will likely stimulate demand
from related manufacturing markets. This will also likely place upward pressure on industry prices and benefit profit.
Growth is likely to be slow, however, with residential construction activity forecast to remain cool. However, an
improving economy in the United States is expected to boost demand for exports, benefiting the industry.
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Industry Performance

Key External
Drivers

Demand from manufacturing

Inorganic chemicals are largely intermediate goods that are used by an array of manufacturing industries.
Consequently, IBISWorld expects industry revenue to increase as the manufacturing sector grows. Demand from
the Canadian manufacturing sector is expected to grow in 2021, representing a potential opportunity for the industry.

 

Industrial capacity utilization

As a supplier of several key chemical inputs used in various manufacturing processes, the industry relies on
industrial activity. The industrial capacity utilization represents the percentage of total industrial capacity currently
used and. by proxy, measures industrial production in Canada. As the industrial capacity utilization rate rises,
downstream industry customers will likely become more active and demand more industry products, thereby raising
industry revenue. The industrial capacity utilization rate is expected to grow in 2021.

 

World price of natural gas

Energy is one of the industry's primary production costs. When the cost of natural gas increases, inorganic chemical
producers must either suffer from lower profit or pass the cost on to downstream buyers. As a result, cost increases
harm short-term profitability, but raise revenue in the long term. The world price of natural gas is expected to grow in
2021.

 

Canadian effective exchange rate index

Many industry products are chemical intermediates traded on the world stage. The Canadian effective exchange
rate (CEER) index measures the strength of the Canadian dollar against the currencies of major trading partners. A
lower CEER index means domestically produced goods are more affordable relative to internationally produced
goods, which increases demand for industry exports. The CEER index is expected to increase in 2021, posing a
potential threat to the industry.
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Current
Performance

The Inorganic Chemical Manufacturing industry in Canada produces a
wide variety of chemical goods that are primarily used as inputs by
downstream manufacturers.

Industry products are used in a range of markets, such as automotive manufacturing, oil refining and pulp and paper
manufacturing. The number of potential applications of industry products helps to insulate the industry to some
extent from volatility in any one market, although some markets are invariably linked. While demand from some
manufacturing industries, such as automotive markets, have been strong, declines in pulp and paper manufacturers
worldwide due to falling print media consumption has hampered industry performance over the five years to 2021.
Further, falling prices of inputs, such as natural gas, have put downward pressure on product prices. Moreover, the
COVID-19 (coronavirus) pandemic severely cut into revenue over 2020 amid high levels of economic uncertainty
and suppressed manufacturing activity. Overall, IBISWorld estimates that industry revenue has fallen an annualized
1.9% to $4.3 billion over the five years to 2021. However, industry revenue is expected to grow 3.9% in 2021 alone
as the pandemic recedes and the economy begins to recover.

DOWNSTREAM DEMAND

The industry produces a wide variety of chemicals, with the primary
product segments including chloralkalis (e.g. chlorine, caustic soda),
chemical catalysts, carbon black and other chemicals, such as potassium,
sodium and sulphur.

These have various applications in manufacturing processes. For example, caustic soda, also known as sodium
hydroxide, is used in the production of pulp and paper, textiles, bleach, petroleum products, aluminum and chemical
processing. Pulp and paper manufacturers are the world's largest users of caustic soda; pulp and paper
manufacturers rely on the inorganic chemical in water treatment, de-inking waste paper and in the pulping and
bleaching process. This market has contracted over the past five years, however, due to declining consumption of
print media and environmental efforts to reduce the paper content of consumer packaging. Inorganic chemical
manufacturers also produce carbon black, which is an essential ingredient in the production of tires, moulded
rubber, foam and flooring. The ingredient is also used as a pigment in inks, toners, paints and plastics. Other
chemicals, such as catalysts, are also widely used in a variety of manufacturing industries.

As a result, demand for industry products can be tied to the health of the manufacturing sector in Canada and the
industry's major trading partners, with the United States being the largest. Domestically, demand from Canada's
manufacturing sector has been stagnant over the past five years. Additionally, despite a weak Canadian dollar,
industry exports tumbled. However, consumer spending has grown an annualized 1.1% over the five years to 2021,
driving domestic demand for consumer goods. In addition, the industry has benefited from growth in the auto sector
in the United States, particularly because these manufacturers are concentrated in the Great Lakes region, giving
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them easy access to Canadian exports.

COSTS AND PROFIT

Raw material costs for inorganic chemical manufacturers have been
volatile over the past five years and as cost increases or decreases are
often passed along to consumers, this has had an effect on industry
revenue.

Energy is one of this industry's primary production costs and according to IBISWorld data, the price of electric power
in Canada has risen an annualized 0.8% over the five years to 2021. Meanwhile, prices for inputs, such as crude oil
and natural gas, plummeted in 2015 and 2016. This has benefited industry profit somewhat, though the pandemic
offset this trend. Profit, measured as earnings before interest and taxes, which accounts for 19.8% of industry
revenue in 2021, is down from 20.9% in 2016. However, input volatility also puts downward pressure on selling
prices for industry products, which has moderated growth. The price of natural gas began to recover in 2017, a trend
that is expected to continue, which will likely benefit the industry.

As profit and demand have both wavered during the period, activity levels in the industry have fallen slightly, with the
number of enterprises declining an annualized 0.4% to 92 companies over the five years to 2021. Further, falling
revenue has led to decreased wages, which have fallen an annualized 6.0% to $352.7 million during the same
period.

INTERNATIONAL TRADE

Industry exports are expected to shrink an annualized 6.5% to $3.0 billion
over the five years to 2021.

The industry is highly globalized and exports routinely account for 60.0% or more of industry revenue. As a result,
the industry can be susceptible to changes in demand for industry products or to fluctuations in exchange rates.
Export conditions have improved over the past five years, as a depreciating dollar has made domestic goods more
competitive. However, competition from countries, including Uzbekistan and China, with fewer labour regulations, as
well as the coronavirus pandemic, has resulted in unrealized potential over the past five years.

Despite the depreciating Canadian dollar, imports have grown at a faster rate than exports, increasing an annualized
10.0% to $4.2 billion over the five years to 2021. Uzbekistan, formerly a non-existent player on the import market
that imported less than $1.0 million in industry products over 2016 and none in 2018 or 2019, experienced strong
gains over 2020, a trend that has continued into 2021.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Industrial
capacity

utilization
(%)

2012 5,116 1,670 131 89.0 4,475 4,154 3,006 482 3,968 81.0
2013 5,345 1,468 141 89.0 5,036 4,239 2,950 526 4,055 81.0
2014 4,986 1,445 142 91.0 5,187 3,640 2,639 474 3,985 82.3
2015 5,006 1,550 135 93.0 5,308 4,285 2,756 496 3,477 80.3
2016 4,708 1,711 139 94.0 4,753 4,145 2,610 482 3,174 79.0
2017 5,348 2,055 135 93.0 4,415 3,835 2,447 459 3,961 80.8
2018 4,827 1,714 141 93.0 3,693 3,997 2,855 407 3,685 83.7
2019 4,466 1,538 140 94.0 3,420 3,916 3,423 376 3,973 82.6
2020 4,115 1,094 123 91.0 3,153 2,863 3,901 347 5,154 76.2
2021 4,276 1,433 124 92.0 3,191 2,959 4,197 353 5,514 78.8
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Industry Outlook
Outlook The Inorganic Chemical Manufacturing industry in Canada is expected to

resume its growth pattern over the five years to 2026, as the economy
recovers from the COVID-19 (coronavirus) pandemic.

The industry will likely benefit from growth in consumer spending, which is expected to expand manufacturing output
and increase demand for industry products; industry products are used as intermediaries in the production of a
variety of consumer and industrial products. While some of the industry's markets, such as pulp and paper
producers, will likely continue to struggle, the industry's diverse sales base and heavy involvement in international
trade are expected to help it sustain stable growth. Industry revenue is projected to grow an annualized 1.6% to $4.6
billion over the five years to 2026.

DOWNSTREAM DEMAND

Consumer spending is forecast to increase an annualized 2.4% over the
next five years.

This trend is expected to increase demand for products, stimulating demand for various industry goods from
consumer goods manufacturers. Further, the industry relies on strong industrial activity for growth and increasing
crude oil prices will likely stimulate demand from a variety of related manufacturing industries. This will also likely
result in expanded investment in related infrastructure. Consequently, the value nonresidential construction is
forecast to rise an annualized 3.3% over the five years to 2026, boosting demand for industry goods. Demand from
manufacturing is also forecast resume growth over the next five years, providing solid operational footing.

However, the industry's markets will likely exhibit varying performance. For example, pulp and paper production, one
of the largest users of inorganic chemicals, are expected to continue to struggle with digitization and environmentally
focused efforts to reduce the use of paper in consumer packaging. In addition, the domestic construction sector is
expected to remain cool over the coming years due to high existing household debt burdens, which will likely cut into
demand for new housing. Slow growth in housing starts will likely temper demand for chemicals used in the
construction sector, such as pigments and coatings used in paint production. Nevertheless, the industry benefits
from the wide range of uses for its products, which helps it mitigate declines in any one market. Steady, albeit slow-
growing, demand is expected to encourage industry activity, causing the number of establishments to shrink more
slowly compared with the previous period. The number of industry establishments is projected to shrink an
annualized 0.3% to 122 facilities over the five years to 2026.

IMPROVING INTERNATIONAL TRADE

In addition to its diversity of domestic markets, the industry's heavy
involvement in international trade will likely help maintain stable growth.

Since industry products are frequently transported internationally among chemical manufacturers for processing
before being sold to customers, most of the industry's production and most of Canada's consumption of inorganic
chemicals is affected by international trade. As a result, the industry will likely benefit from growth in United States
manufacturing and construction markets. In addition, an overall acceleration of demand for consumer goods in the
United States, the industry's main export market, will likely drive demand for chemical inputs in these products. The
value of industry exports is projected to increase an annualized 1.6% to $3.2 billion over the five years to 2026.
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Meanwhile, improved performance in domestic markets alongside an appreciating currency will also likely stimulate
demand for imports, which are forecast to rise an annualized 1.9% to $4.6 billion over the five years to 2026.

PROFIT AND REGULATORY BURDENS

Industry operators are subject to extensive federal and provincial
regulations that govern discharges of material into the environment,
including the emission of air and water pollutants.

Industry participants are also subject to regulations governing the manufacturing, storage, handling and disposal of
hazardous substances, waste and other toxic materials. The industry has been subject to more regulations over the
past decade, which are only expected to strengthen moving forward. As environmental concerns continue to gain
prominence, compliance costs could increase for the industry over the next five years, limiting profit gains. In
addition, wage costs are expected to rise due to required investments in research and development, particularly
related to efforts to increase the environmental friendliness of the industry's chemicals and production methods.
Industry wages forecast to rise an annualized 0.3% to $357.3 million over the five years to 2026. As a result of these
trends, profit is anticipated to grow as wages remain low while the industry recovers from the pandemic.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Industrial
capacity

utilization  (%)
2021 4,276 1,433 124 92.0 3,191 2,959 4,197 353 5,514 78.8
2022 4,415 1,482 124 92.0 3,213 3,054 4,342 357 5,704 80.5
2023 4,502 1,527 124 92.0 3,208 3,112 4,444 358 5,834 80.7
2024 4,560 1,555 124 92.0 3,197 3,151 4,514 358 5,923 80.8
2025 4,592 1,572 123 91.0 3,180 3,171 4,558 357 5,978 81.0
2026 4,631 1,587 122 91.0 3,178 3,197 4,609 357 6,043 81.1
2027 4,681 1,609 121 90.0 3,188 3,230 4,672 359 6,123 81.3
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry products are required by a range of downstream manufacturers

The number of companies in this industry is generally stable

Technological advancements are mostly related to efficiency, not innovation

The Inorganic Chemical Manufacturing industry in Canada is in a mature stage of its life cycle. Industry value added
(IVA), which measures an industry's contribution to the overall economy, is expected to fall an annualized 0.8% over
the 10 years to 2026, while Canadian GDP is expected to grow at an average rate of 1.7% during the same period.
Typically, industry performance that falls behind the overall economy is often indicative of a declining industry;
however, this industry is highly globalized and subject to global supply and demand conditions. These conditions
help to determine prices and are often not related to the overall health of the domestic economy.

Fairly stable industry products, together with clearly defined product segments and user industries, indicate that this
industry is in the mature stage of its life cycle. Despite newer technologies permitting for more efficiency in the
production process, there is a dearth in significant new products that would contribute to the development of new
industry markets. Additionally, the manufacturing sector has dominated key buying markets and because of an
absence of new buyers, this trend is anticipated to continue over the five years to 2026. Finally, the number of
inorganic chemical manufacturers is expected to remain relatively stable over the next 10 years and stable
participation is a sign of a mature industry.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Generic Pharmaceutical Manufacturing in Canada

Fertilizer Manufacturing in Canada

Paint Manufacturing in Canada

Paperboard Mills in Canada

Glass Product Manufacturing in Canada

Chemical Product Manufacturing in Canada

Pesticide Manufacturing in Canada

Plastic Film, Sheet & Bag Manufacturing in Canada

Soap & Cleaning Compound Manufacturing in Canada

2nd Tier

Lawn & Outdoor Equipment Stores in Canada

Chemical Wholesaling in Canada

Laboratory Supply Wholesaling in Canada

Home Improvement Stores in Canada

Key Selling Industries
1st Tier

Mineral & Phosphate Mining in Canada

Organic Chemical Manufacturing in Canada

Industrial Machinery & Equipment Wholesaling in
Canada

2nd Tier

Metal Tank Manufacturing in Canada

Electric Power Transmission in Canada

Mining, Oil & Gas Machinery Manufacturing in Canada

Products & Services

  CHEMICAL CATALYSTS

Catalysts produced by the Canadian Inorganic Chemical Manufacturing
industry are chemical substances that change the rate of a chemical
reaction.

Catalysts that increase speed of a reaction are called positive catalysts, while those that slow reactions down are
called inhibitors. Emission control catalysts have become increasingly important to this segment over the five years
to 2021, as they reduce emissions from cars and power plants. Automobile catalysts are often produced using
platinum or palladium. Other uses include reducing dioxin from waste incinerators and emissions from chemical and
paint factories. Demand for chemical catalysts has increased over the five years to 2021 due to the growing concern
regarding climate change and a resultant desire to minimize emissions. IBISWorld expects chemical catalysts to
generate 12.6% of industry revenue in 2021.

INORGANIC ACIDS

Inorganic acids include sulphuric acid, hydrochloric acid and nitric acid.

These are often used in the chemical industry to produce other chemical products, such as fertilizers, plastics,
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synthetic textiles, paints, dyes and solvents. Acids are also used as industrial cleaning agents, especially by the iron
and steelmaking industry to remove oxidation, rust and scaling from metal sheets and containers. Hydrochloric acid
is used to produce organic compounds, such as polyvinyl chloride. It can also be used in oil production by injecting
the acid into rock formations to create an oil well. Inorganic acids are expected to account for 9.1% of industry
revenue in 2021, which has grown over the past five years as oil production has grown.

ALKALITES

Chlorine is used in commercial chemistry, pharmaceutical chemistry and
crop protection chemistry.

It is used as a raw material in the production of nearly 15,000 products, including detergents, disinfectants, water
treatment products, plastics, pharmaceuticals and agricultural chemicals such as insecticides. Chlorine also is used
in the production of organic chemical products, including vinyl chloride monomer, glycols and ethylene dichloride.
Demand for chlorine was stable over the past five years due to the chemical's importance to a wide variety of
products.

Potassium, sodium and other alkali products include sodium carbonate, sodium bicarbonate, potassium hydroxide
(caustic potash) and potassium carbonate. Caustic potash can be used to manufacture biodiesel, soaps and in
applications similar to caustic soda. However, caustic potash is more expensive to produce than caustic soda.
Sodium carbonate is used as a water softener, reducing the amount of calcium and magnesium in water. Sodium
bicarbonate, also known as baking soda, has many uses in cooking, hygiene, cleaning and medicine. Over the past
five years, demand for these products slightly declined, as the downstream paper pulp and hydrogen manufacturing
industries contracted. The alkalites segment is estimated to account for 15.6% of industry revenue in 2021.

SODIUM HYDROXIDE

Caustic soda, also known as sodium hydroxide, is produced using the
chloralkali process, which separates sodium chloride into chlorine and
sodium hydroxide.

Caustic soda's share of revenue has fluctuated over the past five years due to volatile demand for end users, the
aluminum and pulp and paper manufacturing industries and the decline of paper manufacturing in particular has
diminished demand for this product. Sodium hydroxide is expected to represent 12.3% of industry revenue in 2021.

CARBON BLACK

Carbon black, also known as acetylene black, channel black, furnace
black, lamp black or thermal black, is produced from heavy petroleum
products, such as tar.

Carbon black is an essential ingredient in the production of tires, moulded rubber, foam and flooring. It is also used
as a pigment in inks, toners, paints and plastics. Nearly 90.0% of carbon black is used in rubber applications and
most of the remainder is used as a pigment. Most carbon black varieties used in rubber applications are relatively
low cost. Higher-quality carbon black varieties are used in inks, paints, plastics, coatings and other nonrubber
applications. Demand for carbon black increased over the past five years as automobile and tire manufacturers
ramped up production, although declining prices of crude oil and its related products has put downward pressure on
product prices. Carbon black is expected to account for 6.0% of industry revenue in 2021.

OTHER INORGANIC CHEMICALS

This category includes various inorganic chemicals, such as compounds
of aluminum, ammonium, chromium, magnesium, potassium, sodium and
sulphur.

Key products include ammonium chloride, calcium carbide, chloride, hydrogen peroxide, phosphorous compounds
and titanium dioxide. Titanium dioxide is a white powder pigment used in paints, coatings, plastics, papers, inks,
fibres, food and cosmetics. This segment's revenue contribution has grown since 2016. Rising consumer
expenditure over the past five years has helped lead to an expansion in manufacturing output. Other inorganic
chemicals are expected to account for 44.5% of industry revenue in 2021.

Demand Demand for the Inorganic Chemical Manufacturing industry in Canada
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Determinants depends on numerous factors, including the level of industrial production
and raw material prices.

Most inorganic chemicals are intermediates used by downstream manufacturers. For example, chlorine is used in
detergents, plastics and pharmaceuticals, while caustic soda is used in aluminum manufacturing. Another industry
product, carbon black, is used in the production of tires, foam and flooring. Therefore, demand for any of these
manufacturers directly affects demand for inorganic chemicals.

Similarly, the industrial production rate helps determine demand for inorganic chemicals. When industrial production
rises, so does demand for industry products, which are used as input goods by various manufacturing industries.
Further, the industry is heavily involved in international trade and industry demand is affected by the level of
industrial production of its major trading partners, such as the United States. Consequently, the relative strength of
the domestic currency compared with major trading partners can help to affect import and export levels. A lower
exchange rate index means domestically produced goods are relatively less expensive relative to internationally
produced goods, which increases demand for industry exports.

Demand is forecast to fall amid the COVID-19 (coronavirus) pandemic. High levels of economic uncertainty has cut
into the manufacturing sector and decreased revenue there, which has resulted in falling demand for industry
products.

Major Markets

  EXPORTS

The majority of products from the Inorganic Chemical Manufacturing
industry in Canada are destined for export markets, with exports
accounting for an estimated 69.2% of industry revenue in 2021.

The total value of exports has fallen over the five years to 2021, which has resulted in a decrease in the share of
revenue over the past five years. This has come despite a depreciating dollar over the past five years, as import
penetration from countries with fewer labour laws has grown.

CHEMICAL MANUFACTURERS

The chemical manufacturing sector is the primary market for this industry,
as most inorganic chemicals are used to produce other chemical
products.

Chemical catalysts are used to change the rate of chemical reactions and are applicable at all stages of the
manufacturing process. Other industry products have more specific applications in chemical manufacturing. For
example, titanium dioxide is used to manufacture paints, coatings, inks and other chemical dyes; chlorine is used to
manufacturing polyvinyl chloride (PVC).

The chemical manufacturing sector's share of industry revenue has remained relatively stable over the past five
years. Demand for some products, such as titanium dioxide and other chemicals used to manufacture dyes, has
benefited from industrial recovery in both Canada and the industry's largest export market, the United States.
Demand for acids, which are commonly used to produce fertilizers and PVC, exhibited similar behaviour.
Conversely, demand for chemical catalysts that reduce pollutants has steadily increased over the past five years.
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IBISWorld expects chemical manufacturers to generate 8.9% of revenue in 2021, taking into account exports as a
share of industry revenue.

OTHER MANUFACTURERS

This market segment includes petroleum refining, paper manufacturing,
tire and rubber manufacturing, glass manufacturing and other
manufacturing industries.

Over the past five years, total demand from other manufacturing sectors slightly increased over the past five years,
though different markets within the sector have exhibited varying performance. For example, petroleum markets
have been hurt by historically low oil prices, while pulp and paper markets have declined in response to falling
consumption of print media. However, the automobile sector has experienced strong growth during the same period.
Other downstream manufacturing sectors include iron, steel and other metal industries, synthetic textile
manufacturers and food producers. This market segment is expected to generate 16.7% of revenue in 2021.

OTHER

Industry products are also used by a range of other industries.

For example, the construction sector is another major market for this industry. This sector requires chemical
products, such as PVC, paints, dyes, acids and other miscellaneous chemical products. PVC, paints and dyes are
used to construct and paint houses and buildings. Acids are often used as industrial cleaning agents, which this
industry uses to clean machinery and equipment. The residential construction market for industry products is
expected to contract domestically over the five years to 2026 as mortgage rates rise and households cope with debt
levels that are already historically high. United States residential construction markets are also forecast to slow,
although not to the same extent as domestic markets. Overall, this segment is expected to represent 5.2% of
revenue in 2021.
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International Trade Exports in this industry are    High and Decreasing

Imports in this industry are    High and Increasing

The Inorganic Chemical Manufacturing industry in Canada is highly globalized, with exports as a share of revenue
routinely higher than 60.0% over most of the past decade. A weak Canadian dollar was expected to benefit industry
exports over the five years to 2021 by making domestic goods more competitive in international markets. However,
declining input prices has put downward pressure on the value of industry goods, which resulted in a decline when
combined with the COVID-19 (coronavirus) pandemic. Overall, exports are expected to fall an annualized 6.5% to
$3.0 billion over the five years to 2021. The largest trade partner is the United States, which accounts for 78.4% of
exports in 2021. The United States is followed by Romania (2.4%), Australia (2.4%) and Japan (2.2%).

The industry also imports a significant amount of industry products, with imports estimated to satisfy 76.1% of
domestic demand in 2021. This share has experienced some volatility the past five years despite a depreciation in
the domestic currency that has made imported goods less competitive compared with domestic goods, but has
remained very high. Overall, the value of imports has increased an annualized 10.0% to $4.2 billion over the five
years to 2021. The United States accounts for the largest share of imports, representing 39.7% of imports in 2021,
followed by Australia (15.8%), Kazakhstan (12.7%) and Uzbekistan (9.4%). Australia, in particular, has grown as a
share of imports over the past five years, with the value of Australian imports rising an annualized 12.0% over the
five years to 2021.
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Business
Locations

  Establishments in the Inorganic Chemical Manufacturing industry in Canada are largely concentrated in Ontario and Quebec and
generally follow population distribution. Ontario accounts for 34.3% of establishments in 2021 and is the most densely
concentrated region for this industry. Ontario is Canada's most populous province and accounts for the largest share of domestic
manufacturing activity. In addition to taking advantage of well-established manufacturing infrastructure, inorganic chemical
producers also prefer to be located close to manufacturing hubs because many manufacturers purchase industry products.
Moreover, the province's proximity to the Great Lakes permits the region easy access to the industry's largest trading partner, the
United States. Operators that establish facilities in this area incur lower transportation costs due to their proximity to key domestic
and international markets. Many of the industry's largest operators have facilities in Ontario and the industry's largest company,
Chemtrade Logistics Income Fund, is headquartered in Ontario.

As the country's second-largest manufacturing province, Quebec also holds a large share of industry establishments, with 27.0%
of establishments in 2021. The province also has a significant share of the domestic population and access to the Atlantic Ocean,
giving it easy access to international markets and its location close to the Great Lakes is also a selling point for operators. The
only other provinces with a significant share of industry locations are Alberta, accounting for 17.5% of establishments, as well as
British Columbia, with 10.9% of establishments. Alberta produces the majority of domestic natural gas and crude oil, which are
inputs for some operators and locating in these provinces can minimize transportation costs. Meanwhile, British Columbia has
access to the Pacific Ocean, benefiting operators seeking to export to Asia or the west coast of the United States.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Inorganic Chemical Manufacturing industry in Canada has a low level of market share concentration, with the
four largest operators in the industry expected to generate under 25.0% of industry revenue in 2021. The majority of
industry operators are fairly small, with over 60.0% of industry operators employing fewer than 20 workers,
according to Statistics Canada. The industry is primarily characterized by smaller operators that produce a small
number of products and given the wide array of products the industry manufactures, this helps to bring down the
overall market share concentration of the industry. While some operators may dominate a particular segment, few
manufacture enough types of products to control a substantial share of the entire industry. The industry has
experienced some consolidation over the five years to 2021, with major player Chemtrade Logistics Income Fund
(Chemtrade Logistics) pursuing several acquisitions across North America that have more than doubled its revenue.
These include the acquisition of Canexus Corporation in 2017, which added four facilities to the company's
operations. While the industry is likely to maintain a low level of market share over the five years to 2026, continued
consolidation activity and any further acquisitive behaviour on the part of Chemtrade Logistics will likely result in the
concentration rising over the next five years.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Having contracts that are favourable to purchaser:
Access to competitively priced raw materials is vital to remaining competitive.

Economies of scale:
Reducing average costs by spreading fixed costs over larger production volumes permits inorganic chemical
manufacturers to be more competitive. These lower per-unit costs enable manufacturers to widen profit without
raising prices.

Access to the latest-available and most-efficient technology and techniques:
With a high level of competition within the industry and increased exposure to international competition, adequate
technology that lowers manufacturing costs is essential for competing with other Canadian manufacturers and
imports.

Must comply with government regulations:
Since the industry is highly regulated, compliance with the regulatory backdrop is essential to avoiding financial
penalties and litigation costs.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 19.8% of revenue in 2021. Profit varies depending on a
company's scale of operations; larger companies benefit from lower
operating expenses established through economies of scale.
Furthermore, a company's product mix can also influence profitability.
Profit decreased from 20.9% of revenue in 2016 as the industry is
recovering from the COVID-19 (coronavirus) pandemic.

 

  Wages

This industry employs many high-skilled chemists, engineers and
technicians, resulting in high average wages However, wages have
decreased as a percentage of revenue because of increased
automation. Wages are expected to account for 8.2% of industry
revenue in 2021, down from 10.2% in 2016.
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  Purchases

Purchases make up the industry's largest expense, averaging 43.9% of
total revenue in 2021. Similar to other manufacturers, companies are
vulnerable to changes in the cost of input materials, given that they
form the largest component of expenses. The main raw materials
industry operators require include salt, glass and other chemicals.
Companies manage price risk by entering into sales contracts, which
generally consider price fluctuations. Despite these measures,
operators remain susceptible to market price variations between
contracts, which can be long term or short term. Purchases' share of
industry revenue has fluctuated over the five years to 2021 as the
prices of various inputs have changed, although overall purchase costs
have fallen.

 

  Marketing

Marketing costs are expected to account for 0.9% of revenue in 2021.
This industry generally has low marketing costs, as most downstream
customers are other chemical or manufacturing industries. As a result,
most customers are familiar with this industry's operators and products,
limiting the need for marketing.

 

  Depreciation

Depreciation costs include equipment, machinery, facilities, vehicles
and other capital investments. Government regulations on hazardous
materials caused depreciation costs to increase over the past five years
as industry operators have had to invest in equipment to dispose of
hazardous materials. Additionally, operators have made larger up-front
investments in manufacturing automation to decrease their long-term
spending on labour. Small-scale manufacturers have also ramped up
its operations to achieve greater operating efficiency, resulting in
growing depreciation costs over the past five years. IBISWorld expects
depreciation to account for 5.5% of revenue in 2021.
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  Rent

Rent is expected to account for 1.6% of industry revenue in 2021. Rent
is typically a small cost for this industry, as most operators prefer to
directly own the property and equipment used for their operations.

 

  Utilities

Utility costs are anticipated to account for 7.2% of industry revenue in
2021. Since inorganic chemical production requires large amounts of
energy, utility costs claim a relatively sizeable portion of industry
revenue compared with the manufacturing sector as a whole.

 

  Other Costs

Other expenses include maintenance, research and development,
administrative, communication and distribution costs. Research and
development matched overall revenue trends over the past five years
and is expected to account for the bulk of other costs. Other costs are
expected to account for 13.0% of revenue in 2021.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  INTERNAL COMPETITION

The Inorganic Chemical Manufacturing industry in Canada experiences a
moderate level of competition, with operators competing on several
factors, including price, reputation and innovation.

Since chemicals are a global commodity market, prices are largely determined by global chemical prices in response
to changes in the balance of demand and supply. Other variables that influence price include raw material costs
(e.g. natural glass, salt, electric power), the degree of integration and scale of production and the level and source of
competition. The United States Gulf Coast is a price setter on the global stage for several industry products,
including chloralkalies. According to industry player Olin Corporation, nearly 75.0% of North American chloralkali
capacity is located in the Gulf Coast region.
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Company reputation, which is based on service and product quality and ability to pay suppliers, is a factor in industry
competition, as is complying with regulations, especially considering the regulatory environment has become stricter.
Adhering to domestic and foreign government regulations will avoid increasing operating costs by limiting financial
and litigation costs. Operators also compete on research and development capabilities. Industry operators that can
afford to hire top research personnel and invest resources into research and development can obtain unique
technological advantages. As a result, research and development capabilities and access to technology are also
basis of competition for industry operators.

EXTERNAL COMPETITION

Numerous industry products experience competitive pressure from
substitute products.

For example, soda ash manufacturers are increasingly competing against manufacturers of glass substitutes (e.g.
plastic or recycled glass). Reflecting the global and commodity nature of many industry products, participants also
compete with imported chemicals. In addition, the industry generates substantial revenue from exports and therefore
competes with foreign manufacturers in other international markets.

The industry's level of competition is expected to grow amid the COVID-19 (coronavirus) pandemic. The market for
industry products is forecast to shrink as manufacturing and construction activity wanes amid the high levels of
economic uncertainty. As a result, there will be fewer revenue opportunities and industry operators will be forced to
compete more fiercely for those chances.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing

  Barriers to entry in the Inorganic Chemical Manufacturing
industry in Canada are moderate and include substantial
capital requirements, access to distribution networks and
skilled labour. Establishing a brand name also presents a
barrier for some new entrants. Potential operators must
be able to competitively price products, which typically
requires larger-scale production facilities that permit
operators to achieve economies of scale, although this
will likely require substantial capital outlay. Given the
homogeneity of many industry products, price is a key
differentiating factor among operators. At the same time,
the distribution and network relationships established by
existing major players are additional barriers to entry for
potential operators. These larger businesses have
established relationships with major wholesalers,
distributors, suppliers and customers. Therefore, they are
able to produce and distribute goods at lower costs than
new entrants.

Additionally, companies seeking entry into the industry
require a workforce that is specialized in inorganic
chemical production. Since specialized labour demands
higher wages, industry players incur higher operating
costs and must compete for talented workers. The
production of inorganic chemicals requires various lengthy
and expensive processes; as a result, health, safety,
security and environment regulations further hinder entry
into the industry. However, there is still room in the
industry for new entrants, especially those with a product
or geographic niche.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Steady

  Globalization within the Inorganic Chemical Manufacturing industry in Canada is high. While the industry's largest
operator, Chemtrade Logistics Income Fund, is headquartered in Ontario, it operates across North America and the
majority of its production facilities are located in the United States. Further, the industry's other largest operator, Olin
Corporation, is headquartered abroad and has substantial manufacturing capacity located outside of Canada, with only a
single domestic location. In addition, the industry engages in a high degree of international trade. Nearly 70.0% of
industry revenue is typically generated through exports and imports satisfy a comparable level of domestic demand. The
industry's level of globalization is expected to remain high over the five years to 2026.
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This high level of globalization is expected to cause further revenue losses within the industry amid the COVID-19
(coronavirus) pandemic. This industry has a large reliance on trade and as there are logistical issues with international
trade associated with slowing the spread of the virus, as well as broken supply chains as the virus was spreading in
different countries at different paces.
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Major Companies

Major Players Chemtrade Logistics Income Fund

Market Share: 10.1%

  Chemtrade Logistics Income Fund (Chemtrade Logistics) was established in 2001 in Ontario and is headquartered
in Toronto. Chemtrade Logistics operates 65 manufacturing locations, principally in the United States and Canada,
though the company does maintain a presence in Brazil. Additionally, the company has three sales offices and its
corporate office in Canada, with another sales office and a corporate office in the United States. Chemtrade
Logistics is one of the largest North American suppliers of inorganic coagulants for water treatment, sulphuric acid,
sodium chlorate and chloralkali products and many other chemicals. The company generated $1.4 billion in total
revenue in 2020 (latest data available).

Chemtrade operates with three primary business segments, including sulphur products and performance chemicals,
water solutions and specialty chemicals and electrochemicals, all three of which produce industry-relevant products.
Of the company's 65 manufacturing locations, 19 are located in Canada. Most of these locations are in the western
part of the country, though Chemtrade Logistics has a presence across Canada.

Financial performance

The company's industry-relevant revenue has expanded an annualized 5.7% to $430.1 million over the five years to
2021. Chemtrade Logistics has expanded significantly over the past five years through a range of acquisitions which
has been the primary driver of industry performance. This has kept the company growing, despite a strong decline in
company results over 2020 due to the COVID-19 (coronavirus) pandemic. The largest of its expansion efforts was in
2017, when the company acquired Canexus Corporation for $935.9 million, which added four chemical plants
producing sodium chlorate and chloralkali products to the company's operations. This has increased manufacturing
capacity and has led to a jump in operating profit due to economies of scale. Operating profit, measured as earnings
before interest and taxes, is expected to increase an annualized 3.3% to $20.5 million over the five years to 2021.
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Chemtrade Logistics Income Fund (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 326.3 N/C 17.3 N/C
2017 429.4 31.6 43.7 152.6
2018 466.4 8.6 16.6 -62.0
2019 448.1 -3.9 19.8 19.3
2020 403.3 -10.0 1.2 -93.9
2021 430.1 6.6 20.5 1,608.3

Source: Annual Report and IBISWorld
Note: *Estimates

Olin Corporation

Market Share: 6.9%

  Founded in 1892, Olin Corporation (Olin) employs 8,000 workers. Headquartered in Clayton, MO, the company is
the largest worldwide producer of chlor-alkalli and bleach. Olin generated $7.7 billion in global revenue over 2020
(latest data available). In addition to its inorganic chemicals business, the company also manufactures Winchester
ammunition, one of the largest small-calibre ammunition producers in the world. Olin has one facility in Canada, but
manufactures its products across 23 different facilities in eight different countries, though most of its production
comes in the United States.

The company operates in three business segments, which include Chloralkali Products and Vinyl; Epoxy and
Winchester. However, Winchester produces ammunition and only the chloralkali segment manufactures chemicals
in Canada. The company has begun to invest in capacity and product upgrades in bleach and hydrochloric acid over
the five years to 2021. For example, in 2015, the company acquired the chlorine business of the Dow Chemical
Company for close to $5.0 billion, significantly increasing its chlorine production capacity. However, it has not made
any industry-relevant Canadian acquisitions over the past five years and participates in this industry through its
facility in Becancour, QC.

Financial performance

Olin's industry-relevant revenue has fallen an annualized 0.8% to reach $293.9 million over the five years to 2021.
Part of this decline comes from currency fluctuations, as the company reports revenue in US dollars and the
exchange rate has grown over the past five years, but revenue has largely stagnated in US dollars, as well. Capacity
has been limited at Olin's only industry-relevant facility, which has also hampered revenue amid volatile commodity
prices, as well as the COVID-19 (coronavirus) pandemic. As a result, operating profit, which is measured as
earnings before interest and taxes, is forecast to shrink an annualized 9.9% to reach $3.6 million over the five years
to 2021.

 
Olin Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 305.5 N/C 6.1 N/C
2017 349.1 14.3 16.6 172.1
2018 397.5 13.9 37.5 125.9
2019 349.1 -12.2 10.2 -72.8
2020 305.0 -12.6 -39.6 N/C
2021 293.9 -3.6 3.6 N/C

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)

Other Companies PeroxyChem LLC

  Market Share: 2.2%
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  PeroxyChem LLC (PeroxyChem) manufactures peroxygen and is involved in other adjacent chemistries as well. The
company's headquarters is in Philadelphia and employs 550 workers worldwide. PeroxyChem participates in the
domestic industry through its hydrogen peroxide plant, which is located in Prince George, BC. The facility is one of
three hydrogen peroxide-specific plants operated by PeroxyChem, with the other two being located in the United
States. The company is private and does not release any financial information. However, IBISWorld estimates that
PeroxyChem will generate $34.5 million in industry-relevant revenue in 2021.

Superior Plus Corporation

  Superior Plus Corporation (Superior Plus) participates in the industry through its specialty chemicals business, which
operates as ERCO Worldwide Inc. (ERCO). Superior Plus employs 4,300 workers. ERCO, which employs nearly
600 people in Canada and the United States, is headquartered in Etobicke, ON. Each of Superior Plus' three energy
distribution business segments are based in different locations, two of which are in Canada. The company
manufactures sodium chlorate, chlor-alkali and chlorine dioxide generators. ERCO operates seven facilities in
Canada and an additional three worldwide. IBISWorld expects the company to generate $137.3 million in industry-
relevant revenue in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Inorganic Chemical Manufacturing industry in Canada
has a high level of capital intensity. The industry spends an
estimated $0.67 on capital for every $1.00 spent on labour
in 2021, a rate that has grown over the past five years as
employment and wages fell much more quickly than
revenue. Successful facilities require significant capital
outlay on infrastructure and the advanced equipment and
machinery required to produce industry products. Further,
due to the hazardous nature of industry production,
operators must have the requisite infrastructure and
machinery to contain and dispose of industry waste
byproducts, which requires further capital expenditures.

However, the industry also relies a great deal on labour.
Industry operators must employ skilled scientists and
chemical engineers with the expertise to manufacture
industry goods. These types of employees typically
command high average wages. In addition to employing
these workers in the manufacturing process, operators
must also spend heavily on research and development to
devise new production techniques and new goods. As a
result, the industry has high labour costs that help to bring
down the overall level of capital intensity in the industry.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

Unlikely A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Low Innovation
Concentration

Unlikely A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

Very Low Ease of Entry Very
Unlikely

A qualitative measure of barriers to entry. Fewer
barriers to entry increases the likelihood that
new entrants can disrupt incumbents by putting
new technologies to use.

Very Low Rate of Entry Very
Unlikely

Annualized growth in the number of enterprises
in the industry, ranked against all other
industries. A greater intensity of companies
entering an industry increases the pool of
potential disruptors.

High Market
Concentration

Likely A ranked measure of the largest core market for
the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  The industry is experiencing a low level of both the rate of new patents and the concentration of patents in the industry.
This creates an environment where the threat of new technologies driving disruption is low.

There are both significant barriers to entry and a low rate of new entrants in this industry. This combination of factors
dampens the threat of innovative players disrupting the industry structure.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

The Inorganic Chemical Manufacturing industry in Canada experiences
minimal disruption as industry products have a variety of downstream markets
that do not experience disruption as well.

Furthermore, there is no one downstream market that garners a significant share of total products. Thus, if one product is
significant disrupted, it will likely only minimally affect the industry. However, some companies in the industry endure more
risk of disruption than other if they are only producing a few products.

The level of technology change is    Low

  The nature of the technology and systems employed by the Inorganic
Chemical Manufacturing industry in Canada is closely related to the type of
product being manufactured.

For example, chlorine and caustic soda are coproduced in a fixed ratio of nearly one tonne of chloride for each 1.1 tonne of
sodium hydroxide from the electrolysis of a brine solution, primarily using salt and electricity. Producers of other chloralkali
products use three different technologies, including diaphragm cell technology, membrane cell technology and mercury cell
amalgam technology.

Soda ash producers use the Solvay process to manufacture soda ash. The process requires raw materials, such as
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limestone and salt. Soda ash is used in the manufacture of glass and by the pulp and paper industries. Environmental
concerns have changed some production processes. For example, although sulphuric acid was traditionally manufactured
from sulphur via catalytic oxidation, recent environmental concerns regarding sulphur emissions have led to sulphuric acid
being produced by venting sulphur dioxide from metal production. Increased sulphuric acid production as a result of this
new process has led to a fall in its price.

There does not appear to have been significant technological change in the nature of industry products over the five years
to 2021, although operators are always seeking methods to decrease production costs and expand the efficiency of the
production process.

Revenue
Volatility

The level of volatility is    High

  The Inorganic Chemical Manufacturing industry in Canada has a moderate to
high level of revenue volatility.

It is closely linked to the level of demand from various industrial customers, many of which are subject to fluctuations in
demand due the business cycle and other cyclical forces. The wide variety of potential applications for industry products
means there are many potential markets for industry products, which can mitigate against potential declines in any single
market. The industry derives a significant amount of its revenue from exports. As a result, the relative value of the domestic
currency compared with major trading partners can also affect revenue volatility.

Further fluctuations in raw material costs also contribute to volatility, since these are often factored into final product prices.
Input price volatility has played a hand in slow industry performance over the five years to 2021, as the prices of natural gas
and crude oil have fallen sharply.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Increasing

The Inorganic Chemical Manufacturing industry in Canada is heavily regulated
by all levels of the government (i.e. federal and provincial).

The industry is subject to air and water quality standards, which are regulated by Environment Canada. Industry companies
are further subject to the Canadian Environmental Protection Act of 1999 (CEPA), which is the primary federal regulation
for protecting the environment and human health. The CEPA, among other, oversees the Domestic Substances List, a list
of chemical and biotechnical substances approved for use domestically. The CEPA requires that chemical manufacturers or
importers notify the federal government of a new substance prior to its introduction or new activities involving approved new
substances. This regulation could possibly delay the introduction of a new substance or product.

The industry has experienced more regulations over the past decade. For example, the Canadian federal government
launched the Chemicals Management Plan in 2006, which was renewed in 2011. The next phase, which is expected to
assess the health and ecological risks associated with nearly 1,600 substances, began in 2016. The plan provides the
chemicals sector with monitoring, surveillance, research and policy management. Environment Canada and Health Canada
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work together to oversee the plan.

Industry
Assistance

The level of industry assistance is    Low and the trend is Steady

The level of assistance for companies in the Inorganic Chemical
Manufacturing industry in Canada is low.

Tariffs on imports are low; imports coming from the United States incur no tariffs or duties under the United States-Mexico-
Canada Agreement. Most imports coming from other countries also do not incur a tariff, which limits the protection domestic
manufacturers receive from foreign competition.

The industry receives additional support from industry trade associations, including the Chemical Institute of Canada and
the Chemistry Industry Association of Canada. The Chemistry Industry Association of Canada serves in an advocacy role
and has over 200 member companies from the chemicals sectors, including manufacturing. The organization was
established in 1962 and changed its name from the Canadian Chemical Producers' Association in 2009.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of the
COVID-19 (coronavirus) pandemic, including the deferment of income taxes owed between March 18, 2020 and August 31,
2020 as well as customs payments between March 27, 2020 and June 30, 2020. The Canada Emergency Wage Subsidy
will also support up to 75.0% of an employee's wages, up to $847.00 weekly, for employers that experienced a decrease in
gross revenues of at least 15.0% in March and 30.0% in both April and May. That program will be in place until June 5,
2021.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Industrial
capacity

utilization (%)
2012 5,116 1,670 131 89.0 4,475 4,154 3,006 482 3,968 81.0
2013 5,345 1,468 141 89.0 5,036 4,239 2,950 526 4,055 81.0
2014 4,986 1,445 142 91.0 5,187 3,640 2,639 474 3,985 82.3
2015 5,006 1,550 135 93.0 5,308 4,285 2,756 496 3,477 80.3
2016 4,708 1,711 139 94.0 4,753 4,145 2,610 482 3,174 79.0
2017 5,348 2,055 135 93.0 4,415 3,835 2,447 459 3,961 80.8
2018 4,827 1,714 141 93.0 3,693 3,997 2,855 407 3,685 83.7
2019 4,466 1,538 140 94.0 3,420 3,916 3,423 376 3,973 82.6
2020 4,115 1,094 123 91.0 3,153 2,863 3,901 347 5,154 76.2
2021 4,276 1,433 124 92.0 3,191 2,959 4,197 353 5,514 78.8
2022 4,415 1,482 124 92.0 3,213 3,054 4,342 357 5,704 80.5
2023 4,502 1,527 124 92.0 3,208 3,112 4,444 358 5,834 80.7
2024 4,560 1,555 124 92.0 3,197 3,151 4,514 358 5,923 80.8
2025 4,592 1,572 123 91.0 3,180 3,171 4,558 357 5,978 81.0
2026 4,631 1,587 122 91.0 3,178 3,197 4,609 357 6,043 81.1

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Industrial
capacity

utilization (%)
2012 3.26 32.5 2.34 -2.20 2.73 -15.8 -2.60 5.86 27.7 -0.34
2013 4.48 -12.1 7.63 0.00 12.5 2.05 -1.88 9.04 2.22 0.00
2014 -6.73 -1.63 0.70 2.24 2.99 -14.1 -10.5 -9.84 -1.74 1.54
2015 0.40 7.26 -4.93 2.19 2.33 17.7 4.43 4.61 -12.8 -2.41
2016 -5.94 10.4 2.96 1.07 -10.5 -3.27 -5.30 -2.93 -8.72 -1.59
2017 13.6 20.1 -2.88 -1.07 -7.12 -7.50 -6.27 -4.66 24.8 2.31
2018 -9.75 -16.6 4.44 0.00 -16.4 4.24 16.7 -11.3 -6.96 3.52
2019 -7.49 -10.3 -0.71 1.07 -7.40 -2.05 19.9 -7.67 7.82 -1.29
2020 -7.86 -28.9 -12.2 -3.20 -7.81 -26.9 14.0 -7.82 29.7 -7.71
2021 3.91 31.0 0.81 1.09 1.20 3.35 7.58 1.73 7.00 3.41
2022 3.25 3.39 0.00 0.00 0.68 3.21 3.46 1.19 3.44 2.13
2023 1.97 3.00 0.00 0.00 -0.16 1.91 2.34 0.28 2.29 0.19
2024 1.28 1.86 0.00 0.00 -0.35 1.24 1.56 -0.03 1.52 0.18
2025 0.69 1.08 -0.81 -1.09 -0.54 0.65 0.97 -0.28 0.93 0.18
2026 0.84 0.95 -0.82 0.00 -0.07 0.79 1.11 0.14 1.08 0.18

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2012 32.6 75.8 81.2 1,143 9.43 34.2 107,777
2013 27.5 72.7 79.3 1,061 9.84 35.7 104,428
2014 29.0 66.2 73.0 961 9.51 36.5 91,421
2015 31.0 79.3 85.6 943 9.91 39.3 93,463
2016 36.3 82.3 88.0 991 10.2 34.2 101,325
2017 38.4 61.8 71.7 1,211 8.59 32.7 104,009
2018 35.5 77.5 82.8 1,307 8.44 26.2 110,290
2019 34.4 86.2 87.7 1,306 8.42 24.4 109,971
2020 26.6 75.7 69.6 1,305 8.43 25.6 109,959
2021 33.5 76.1 69.2 1,340 8.25 25.7 110,530
2022 33.6 76.1 69.2 1,374 8.08 25.9 111,080
2023 33.9 76.2 69.1 1,403 7.95 25.9 111,565
2024 34.1 76.2 69.1 1,426 7.85 25.8 111,917
2025 34.2 76.2 69.1 1,444 7.77 25.9 112,201
2026 34.3 76.3 69.0 1,457 7.72 26.0 112,429

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Chemistry Industry Association of Canada
http://www.canadianchemistry.ca

The Chemical Institute of Canada
http://www.chemistry.ca

National Association of Chemical Distributors
http://www.nacd.com

Statistics Canada
http://www.statcan.gc.ca

Industry Jargon ALKALIES
Soluble salts obtained from the ashes of plants and consisting largely of potassium or sodium carbonate.

CARBON BLACK
Various colloidal black substances that consist wholly or principally of carbon that is usually obtained as soot and
used especially in tires and as pigments.

SODA ASH
Commercial anhydrous sodium carbonate that is obtained as a grey white powder or lumps.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
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than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.



IBISWorld helps you find the industry
information you need – fast.

With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
info@ibisworld.com to learn more.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
with regard to the completeness or accuracy of the data or information contained herein, and it accepts no
responsibility and disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage
whatsoever suffered or incurred by any other person resulting from the use of, or reliance upon, the data or
information contained herein. Copyright in this publication is owned by IBISWorld Inc. The publication is sold on
the basis that the purchaser agrees not to copy the material contained within it for other than the purchasers own
purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
or opinions prepared for any other person – it is agreed that it will be sourced to: IBISWorld Inc.

Copyright 2021 IBISWorld Inc.
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