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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 Organic 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 International Trade
chapter.

• The industry relies on commodities for inputs, including crude oil and natural gas. As these prices collapse 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 As policies associated with containing COVID-19 (coronavirus) are repealed, the industry should recover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 Operators in this industry manufacture basic organic chemicals (excluding petrochemicals), industrial gases and

synthetic dyes and pigments. Key product groups include gum and wood products, cyclic crudes and intermediates
and ethyl alcohol, along with other basic organic chemicals. These products are predominantly intermediates that
are used as raw material inputs by other manufacturing industries in the production of downstream products.

Major Players The Dow Chemical Company

Main Activities The primary activities of this industry are:

Manufacture ethyl alcohol

Manufacture methanol

Manufacture wood and gum chemicals

Manufacture fatty acids

Manufacture cyclic crudes and other chemical intermediates

Manufacture all other organic chemical products

The major products and services in this industry are:

Ethyl alcohol

Cyclic crudes, intermediate products, gum and wood

Fatty acids

Other organic chemicals

Synthetic organic chemicals
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Supply Chain

SIMILAR INDUSTRIES

Petrochemical Manufacturing in
Canada

Inorganic Chemical Manufacturing
in Canada

Plastic & Resin Manufacturing in
Canada

Synthetic Fibre Manufacturing in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Dye & Pigment Manufacturing in
the US

Organic Chemical Manufacturing
in the US

Activated Carbon Manufacturing Carbon Fiber & Graphene
Manufacturing

Basic Organic Chemical
Manufacturing in Australia

Organic Chemical Material
Manufacturing in China

Coal Product Manufacturing in
China

Petroleum Refining in the UK

Dye & Pigment Manufacturing in
the UK

     

       



Organic Chemical Manufacturing in Canada April 2021

7 IBISWorld.com

Industry at a Glance
Key Statistics

$5.6bn
Revenue

Annual Growth

2016–2021

6.4%

Annual Growth

2021–2026

2.1%

Annual Growth

2016–2026

 

$810.7m
Profit

Annual Growth

2016–2021

3.4%

  Annual Growth

2016–2021

 

14.5%
Profit Margin

Annual Growth

2016–2021

-2.3pp

  Annual Growth

2016–2021

 

128
Businesses

Annual Growth

2016–2021

2.0%

Annual Growth

2021–2026

0.3%

Annual Growth

2016–2026

 

3,207
Employment

Annual Growth

2016–2021

6.3%

Annual Growth

2021–2026

1.7%

Annual Growth

2016–2026

 

$344.7m
Wages

Annual Growth

2016–2021

9.3%

Annual Growth

2021–2026

1.8%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.3%
Consumer spending

2.6pp
Industrial capacity utilization

-1.1%
Value of nonresidential
construction

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Technology Change

Low

  Barriers to Entry
High / Steady   Competition

Low / Steady

MIXED IMPACT

  Life Cycle
Mature

NEGATIVE IMPACT

  Revenue Volatility
Very High   Capital Intensity

High

  Industry Assistance
Low / Steady   Regulation & Policy

Heavy / Increasing

  Industry Globalization
High / Increasing

 

Key Trends

 Demand for industry goods has been fairly steady over the
past five years

 The value of exports has grown significantly

 Trade has a significant influence on the industry

 Export markets are expected to remain vital for operators

 Operators will likely benefit from a greater emphasis on
renewable fuels such as ethanol

 Increasing demand for organic chemicals is expected to
continue to entice new industry participants

 The domestic industry is reliant on global trade, with the
majority of industry trade occurring between Canada and the
United States
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Low Competition

  High Profit vs. Sector Average

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  Very high Volatility

  High Imports

  High Customer Class Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Industrial capacity utilization
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Executive Summary Organic growth: Modest growth in the United States and emerging
economies is expected to translate into greater demand for industry
exports

The Organic Chemical Manufacturing industry in Canada is primarily engaged in the manufacturing of organic
chemicals, including methanol and fatty acids. Many industrial and consumer products, such as dyes, detergents
and paints, use organic chemicals as inputs. Consequently, industry performance is closely tied to consumer
spending and the performance of the manufacturing sector. The industry has benefited from steady economic
growth over much of the five years to 2021, which has stimulated demand from a variety of downstream
manufacturing industries. However, revenue has been highly volatile in response to significant fluctuations in the
prices of upstream raw materials such as crude oil and natural gas, which has been increased by the COVID-19
(coronavirus) pandemic. Overall, industry revenue has risen an annualized 6.4% to $5.6 billion over the five years to
2021, including an expected growth of 6.0% in 2021 alone amid economic recovery from the pandemic. While
revenue is forecast to grow, operating profit, measured as earnings before interest and taxes, is expected to fall to
14.5% of revenue in 2021 due to commodity price volatility.

The domestic industry is also reliant on global trade, with the majority of industry trade occurring between Canada
and the United States. Notably, the value of exports has grown over the past give years, aided by a weak Canadian
dollar. This growth may be overstated, however, as exports reached a historic low in 2016, which may have been
due to fluctuations in the prices of industry goods in international markets in response to commodity price swings
and global economic uncertainty. Additionally, the value of imports from emerging markets, such as China, has
actually grown significantly over the past five years.

Domestic demand is expected to gradually expand over the five years to 2026, as projected increases in Canadian
industrial output, employment and consumer spending will likely drive demand from key downstream markets,
resulting in increased profit. In addition, modest growth in the United States and emerging economies is expected to
translate into greater demand for industry exports, though growth is forecast to be slower than in the previous five
years. Meanwhile, rising domestic crude oil prices will likely put upward pressure on industry prices. IBISWorld
forecasts that industry revenue will increase an annualized 2.1% to $6.2 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the strength of the Canadian dollar against a basket
of foreign currencies. An increase in the CEER index can negatively affect industry exports, as a stronger dollar
makes Canadian products more expensive on the global market, decreasing revenue gained from exports. The
CEER index is expected to increase in 2021, posing a potential threat to the industry.

 

Industrial capacity utilization

Many of the industry's products are chemical intermediates used by a range of manufacturers in the production of
final goods or products. Therefore, as the industrial capacity utilization index increases, demand for organic
chemicals generally rises. The industrial capacity utilization index is expected to increase in 2021.

 

Consumer spending

Although consumers rarely directly purchase organic chemicals, these substances are used to manufacture a
variety of consumer products, such as soap, detergent and plastics. Consequently, higher levels of consumer
spending typically indicate greater demand for consumer staples. This increase will likely also raise demand for
organic chemical inputs, boosting industry revenue. Consumer spending is forecast to rise in 2021, representing a
potential opportunity for this industry.

 

Value of nonresidential construction

Paint manufacturers and construction-related industries are also key industry buyers. The Organic Chemical
Manufacturing industry in Canada produces tar, tar crudes and resin materials related to construction and building
renovations. Therefore, an increase in the value of nonresidential construction commonly leads to an increase in
revenue for the industry. The value of nonresidential construction is expected to decrease in 2021.
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Current
Performance

The Organic Chemical Manufacturing industry in Canada specializes in a
variety of chemical products.

Organic chemicals constitute a variety of products with different properties and the manufacturing process for each
can require specialized technology. Industry operators manufacture acetates, acids, alcohols, hydrocarbons, oils,
fatty acids, gum and wood chemicals, naphtha and many other chemical products. Industry products are used as
raw materials in several manufacturing industries, resulting in a diverse market base for industry operators. For
instance, industry operators supply chemicals to other chemical manufacturers as well as plastics, soap, detergent
and paint manufacturers.

The variety of products and diversity of end markets can help insulate the industry against poor performance from a
given segment, although industry performance is ultimately reliant on consumer spending and industrial activity, as
exports are a significant share of industry revenue. In addition, industry revenue is linked to the prices of crude oil
and natural gas, as many products rely on carbon-based feedstock as inputs. The industry has experienced strong
demand for products domestically, facilitating rising industry participation and contributing to revenue growth
alongside large export growth, though this is largely the product of historically low trade activity over 2016, leading to
weak industry performance to start the period. Overall, industry revenue has risen an annualized 6.4% to reach $5.6
billion over the five years to 2021. IBISWorld estimates revenue will grow 6.0% due to economic recovery from the
COVID-19 (coronavirus) pandemic in 2021 alone.

DOMESTIC DEMAND AND PRICE ENVIRONMENT

Demand for industry goods has been fairly steady over the past five
years, with two of the industry's largest downstream domestic markets
expanding.

This has been in response to increasing consumer spending that has sparked a recovery in the consumer durable
and discretionary goods markets. The industry benefited from growth in demand for staples, such as soaps,
detergents and gasoline, as these products all require organic chemicals as an input. As a result, industry operators
benefited from growth in Canadian consumer spending.

However, commodity prices reaching a bottom in 2016 posed problems for a variety of industries that interact with
the energy sector or depend on its products and services. For example, shrinking prices prompted a sharp decline in
activity in some downstream industrial sectors, with domestic industrial capacity utilization declining in 2016. With
falling activity levels, demand from nonresidential construction, a key downstream market, declined consistently over
the past five years. This has tempered some growth in domestic demand.

The pricing environment for industry goods has been complicated. Operators depend on carbon inputs such as oil
and natural gas, the prices of which experienced dramatic swings over the past few years. Since the industry is
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highly competitive, input price declines are often passed along to consumers in the form of lower prices, diminishing
industry revenue. While many operators have long-term contracts in place to hedge against volatility, swings in the
prices of oil and gas did help contribute to revenue volatility.

IMPORTANCE OF TRADE

Trade has a significant influence on the industry, as global manufacturers
use its chemicals to produce various consumer and industrial products.

Similar to the overall Canadian economy, the United States is the industry's primary trading partner. The United
States is expected to account for 70.6% of industry exports and 54.3% of industry imports in 2021. The lack of tariffs
and general geographic proximity also enables easy shipment of industry chemicals across borders.

The value of exports has grown significantly over the five years to 2021, but this is largely due to a historically low
export value in 2016, inflating growth figures. Exports are forecast to grow an annualized 6.5% to $4.4 billion over
the five years to 2021, but this is below 2017 figures and only slightly above 2015.

The industry also experiences high import penetration, primarily from the United States, due to the diversity of
industry products, the geographic proximity and low trade barriers between the two countries. Similar to exports,
imports were historically low over 2016 and are expected to increase an annualized 6.6% to $7.5 billion over the five
years to 2021.

FLUCTUATING BUT STRONG PROFIT

High profitability and rising revenue encouraged a modest increase in the
number of industry operators over the five years to 2021.

The total number of organic chemical manufacturing players is expected to increase an annualized 2.0% to 128
companies during the period. With greater demand for organic chemicals and a larger number of operators, industry
employment is also expected to increase, rising an annualized 6.3% to 3,207 workers. Wages as a share of revenue
have remained low due to chemical manufacturing's dependence on machinery and capital investments. Wage
growth and input price volatility have contributed to a decrease in profit. Profit, defined as earnings before interest
and taxes, has declined as a share of revenue from 16.8% in 2016 to a forecast 14.5% in 2021.

GOVERNMENT REGULATION

Lastly, the industry benefited from favourable government regulation over
the past decade.

In 2010, the federal government implemented regulations that require 5.0% renewable fuel content in gasoline. In
2011, a similar law was passed mandating a 2.0% renewable fuel content in diesel fuel. Consequently, domestic
demand for ethanol, an organic chemical, experienced steady growth. Notably, some provinces have slightly
different requirements. For instance, British Columbia passed a 2008 law that required a renewable fuel content of
5.0% in gasoline, similar to the federal law, but 4.0% for renewable fuel content in diesel, which is higher than the
federal law. Despite the diversity in the number and type of products produced by this industry, higher federal and
provincial ethanol subsidies have helped boost ethanol production.
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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
(Index)

2012 4,819 1,186 137 122 2,297 3,754 6,379 190 7,444 81.0
2013 5,329 1,232 135 120 2,713 4,132 6,757 212 7,953 81.0
2014 4,979 1,341 135 117 2,967 4,479 7,150 261 7,649 82.3
2015 5,681 1,448 140 117 3,603 4,213 7,477 364 8,945 80.3
2016 4,092 1,128 133 116 2,367 3,207 5,439 221 6,324 79.0
2017 5,759 1,709 150 119 3,543 4,436 6,747 397 8,069 80.8
2018 6,513 2,000 160 124 3,555 4,468 6,963 417 9,008 83.7
2019 5,804 1,634 145 126 3,263 4,006 6,711 352 8,509 82.6
2020 5,272 885 127 125 3,055 4,172 6,648 328 7,749 76.2
2021 5,591 1,459 130 128 3,207 4,400 7,479 345 8,670 78.8
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Industry Outlook
Outlook The Organic Chemical Manufacturing industry in Canada is expected to

continue to expand over the five years to 2026, buoyed by rising domestic
and global demand for chemical products.

Organic chemicals are used across a range of manufacturing industries, meaning rising manufacturing output will
likely lead to greater consumption. Consumers in emerging economies are also expected to continue to increase
demand for products such as soap, detergent and various consumer staples, further driving global demand for
organic chemicals, as industry operators manufacture fatty acids, gum and wood chemicals, perfume materials,
peroxides, ethanol and other chemical products used to manufacture consumer goods.

Increased demand will likely facilitate rising industrial output. Additionally, although demand from manufacturing is
forecast to accelerate relative to the previous reporting period, revenue growth is forecast to slow as the current
period's fast growth is not necessarily indicative of true performance. However, rising renewable fuel usage and
favourable government policies will likely bolster ethanol consumption, assisting with revenue growth for ethanol
manufacturers in this industry. In addition, the industry is expected to benefit from rising input prices, which will be
passed along to consumers in the form of higher prices. Industry revenue is forecast to rise an annualized 2.1% to
reach $6.2 billion over the five years to 2026.

MODEST EXPORT GROWTH

Export markets are expected to remain vital for industry operators.

In particular, the United States will likely demand more organic chemicals from the industry. IBISWorld projects that
the nation's chemical manufacturing sector will expand over the next five years, with the industrial production index
forecast to rise. The Plastic and Resin Manufacturing industry in the United States (IBISWorld report 32521), a major
downstream export market for organic chemicals, is also projected to grow. Additionally, consumer product
manufacturers in developing markets such as China, Mexico and Brazil are also anticipated to modestly expand in
the coming years, especially as the domestic consumer base in these countries continues to grow. As a result,
exports are projected to increase an annualized 2.0% to $4.9 billion over the five years to 2026.

Meanwhile, rising production of oil and natural gas in the United States will likely provide competition to domestic
production and encourage imports from the United States. However, the Canadian effective exchange rate index is
expected to increase over the five years to 2026, making domestic goods more expensive for foreign consumers.
Consequently, import growth is projected to slow, climbing an annualized 2.6% to $8.5 billion over the five years to
2026.

GOVERNMENT ASSISTANCE

Industry operators will likely benefit from a greater emphasis on
renewable fuels such as ethanol.

Given the increasing focus on environmental sustainability, the government will likely seek to provide various forms
of financial assistance. For example, such incentives were designed to help alleviate Canada's trade deficit for
specific organic chemicals and fuel additives, such as ethanol, through the NextGen Biofuels Fund. This program,
which started in 2007 and continued until 2017, helps industry operators fund up to 40.0% of the project costs
associated with the large-scale production of advanced biofuels and coproducts. In total, the NextGen Biofuels Fund
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is expected to allocate $500.0 million to industry-related projects in the private sector. In addition to these programs,
various provinces, such as Ontario, have offered biofuel tax exemptions. While it is impossible to forecast the exact
form various measures may take, it is likely that similar programs will be started in the near future that will help
stimulate businesses involved in this industry.

According to a 2015 report (latest data available) from the Foreign Agricultural Service of the United States
Department of Agriculture (USDA), Canadian demand for fuel ethanol exceeds its domestic supply. As a result,
nearly 20.0% of the ethanol consumed in Canada is imported from the United States. Given recent programs that
have been put into place to stimulate ethanol production and the recent growth in ethanol output, it is likely that
domestic production will continue to gain pace over the next five years.

INCREASING COMPETITION

Increasing demand for organic chemicals is expected to continue to
entice new industry participants.

Therefore, the number of industry operators is expected to increase an annualized 0.3% to 130 enterprises over the
five years to 2026. Rising participation in the industry is expected to increase industry employment an annualized
1.7% to 3,496 workers. Growth in the number of organic chemical manufacturers will also likely lead to increased
price competition.

Operating profit is expected to grow alongside revenue over the next five years as the domestic and global
economies both begin their recovery from the COVID-19 (coronavirus) pandemic. Operating profit, measured as
earnings before interest and taxes, is forecast to grow from 14.5% of revenue in 2021 to reach 14.7% of revenue in
2026 as macroeconomic conditions continue to improve throughout the period.

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
 (Index)

2021 5,591 1,459 130 128 3,207 4,400 7,479 345 8,670 78.8
2022 5,804 1,509 131 129 3,314 4,566 7,792 357 9,030 80.5
2023 5,902 1,542 132 130 3,359 4,641 7,973 362 9,235 80.7
2024 5,989 1,562 133 131 3,437 4,707 8,129 369 9,411 80.8
2025 6,087 1,592 133 131 3,467 4,782 8,301 373 9,606 81.0
2026 6,194 1,620 132 130 3,496 4,864 8,487 377 9,817 81.1
2027 6,301 1,652 131 130 3,539 4,946 8,674 382 10,029 81.3
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA growth is expected to outpace Canadian GDP growth due to a variety of favourable external
factors

Government incentives and initiatives have propelled industry revenue

Clearly defined market and product segments characterize the industry

The Organic Chemical Manufacturing industry in Canada is in the mature stage of its life cycle. Industry value added
(IVA), which measures an industry's contribution to the overall economy, is expected to increase an annualized
3.7% over the 10 years to 2026. Canada's GDP is anticipated to grow an annualized 1.7% during the same period.
Normally, an IVA growth rate that is greater than GDP growth is an indicator that the industry is in a growth stage.
However, in this instance, it has more to do with external factors such as volatile commodity prices and favourable
government action. These events caused a huge spike in industry revenue over the five years to 2021, causing the
industry's influence on the Canadian economy to be overstated, particularly toward the start of the period.

Further, stable products and steady long-term demand are characteristics of an industry at the cusp of its mature
stage in the life cycle. Organic chemistry is a long-established field and basic product segments are stable.
Additionally, the industry benefits from both stable demand for and complete acceptance of its products from
downstream markets. Organic chemicals are inputs for many industrial products and consumer staples, resulting in
steady long-term demand for industry products. Industry operators invest heavily in research and development and
manufacture a variety of chemical products. However, technological advances are primarily focused on improving
production efficiency and safety.

Over the past decade, a major contributor to industry growth has been a rise in federal and provincial incentives and
subsidies to produce certain organic chemicals, such as ethanol. In 2010, the Canadian government implemented
renewable fuels regulations that required 5.0% of gasoline to include renewable fuel. In 2011, a similar law was
passed mandating a 2.0% renewable fuel content in diesel fuel. While these regulations were passed earlier in the
decade, they vastly increased demand for ethanol and benefited industry operators, such as Greenfield Global Inc.,
over the past five years. Other government incentives, such as the NextGen Biofuels Fund, which aids industry
operators in the funding of advanced biofuel projects, will likely continue to promote ethanol production in Canada.
These federal initiatives in conjunction with other provincial subsidies are expected to propel industry revenue
growth over the 10 years to 2026.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Paint Manufacturing in Canada

Soap & Cleaning Compound Manufacturing in Canada

Inorganic Chemical Manufacturing in Canada

Organic Chemical Manufacturing in Canada

Plastic & Resin Manufacturing in Canada

2nd Tier

Chemical Wholesaling in Canada

Key Selling Industries
1st Tier

Natural Gas Distribution in Canada

Petroleum Refining in Canada

Petrochemical Manufacturing in Canada

Organic Chemical Manufacturing in Canada

2nd Tier

Oil Drilling & Gas Extraction in Canada

Products & Services

  The Organic Chemical Manufacturing industry in Canada produces
carbon-based compounds bonded to hydrogen.

The three main product segments comprise cyclic organic crudes and intermediate products, ethyl alcohol and gum
and wood chemicals. However, due to the diverse nature of chemical products, other organic chemicals account for
the bulk of industry revenue.

ETHYL ALCOHOL

Ethyl alcohol, also known as ethanol, is a high-octane blending
component used by gasoline producers to manufacture high performance
and cleaner burning gasoline fuels.

Industry operators benefit from government programs promoting renewable fuel. Currently, the Federal Renewable
Fuel Regulations require an average of 5.0% renewable fuel blended in gasoline across Canada. Diesel fuel
requires an average 2.0% renewable fuel content. Both of these policies were enacted during the current period,
which have driven domestic demand for ethanol. Therefore, this product segment's share of revenue has increased.
Ethly alcohol is expected to account for 24.3% of industry revenue in 2021.

SYNTHETIC ORGANIC CHEMICALS

Synthetic organic chemicals are used for myriad purposes, including as
flavours for foods and perfumes, as well as in processing plastics and
rubbers.

Many of these products are alcohols that are also used in any kind of alcohol application, including in liquors. This
segment's high variety of different markets protect it from volatility and as a result, it has remained steady as a share
of revenue over the past five years. Overall, synthetic organic chemicals represent 21.5% of revenue in 2021.
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CYCLIC CRUDES, INTERMEDIATE PRODUCTS, GUM AND WOOD CHEMICAL MANUFACTURING

Cyclic crudes or intermediates include hydrocarbons derived from refined
petroleum or natural gas.

Major products within this segment include aniline, benzoic acid, phenol and chlorotoluene. The majority of
hydrocarbon organic chemicals are used as material to manufacture other consumer products, such as plastics.
Therefore, this product segment marginally increased over the past five years as manufacturers stepped up
production.

Wood and gum are distilled into chemical products such as tall oil and distillates. Wood and gum products, such as
methanol, are often used in paints and other construction materials. Therefore, this product segment is reliant on the
performance of the construction sector, which has been volatile over the past five years. This entire segment is
expected to account for 6.3% of industry revenue in 2021.

FATTY ACIDS

Fatty acids have a variety of industrial and consumer applications.

For example, fatty acids are used to produce soap, detergent, lubricants, fabric softeners and other related products.
Demand for fatty acids has been stable over the past five years, mostly because it is used to produce consumer
staples. Fatty acids are anticipated to generate 4.5% of industry revenue in 2021.

OTHER ORGANIC CHEMICALS

This category is a catch-all product segment with a variety of organic
chemical products not classified elsewhere.

Therefore, industry operators also produce a variety of other organic chemicals, including accelerators, acid esters,
citric acids, ethyl chloride, alcohols, formaldehyde, lactic acid and other related products. These products are used
widely as inputs for consumer and industrial products, which contributes to stable long-term demand. Other organic
chemicals are expected to account for 43.3% of industry revenue in 2021.

Demand
Determinants

Operators in the Organic Chemical Manufacturing industry in Canada
primarily produce intermediates that are used as raw materials by other
industries for final downstream products (e.g. water bottles, detergents).

Therefore, demand for organic chemicals is connected to the level of activity in the manufacturing sector, which is in
turn reliant on consumer spending, corporate profit and export growth.

For example, the organic chemical ethanol is used in the manufacture of solvents, which are used in the production
of coatings, detergents, cosmetics and toiletries. In addition, acetyl intermediates, also produced by this industry, are
used as starting materials for paints, colourants, adhesives, coatings and other applications. An expansion in
Canadian consumer spending and industrial activity would lead to rising demand for the chemical intermediates
produced by this industry.

Government regulation also influences demand for industry products. The federal government enacted regulations
to promote renewable fuel usage over the past five years. Across the country, gasoline is required to contain 5.0%
of renewable fuels on average, while diesel is required to contain 2.0% of renewable fuels on average. These
policies bolstered demand for ethanol, which is a major industry product segment.

Demand is forecast to fall amid the COVID-19 (coronavirus) pandemic. The industry relies heavily on robust
manufacturing activity, as its products are sold almost exclusively to other manufacturers, largely abroad. As there
are additional logistical hurdles with international trade associated with reducing the spread of the virus that slow the
flow of goods, as well as depressed manufacturing activity, both domestically and in the United States, due to high
levels of economic uncertainty, demand is expected to fall.
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Major Markets

  EXPORTS

The current level of exports is extremely high in the Organic Chemical
Manufacturing industry in Canada, as the export market is expected to
account for 78.7% of total industry revenue in 2021.

The value of exports declined in the years leading up to the reporting period in response to trade uncertainty with the
United States. As the largest international consumer of industry products, the United States is essential to the health
of the industry because of its large population, which uses various organic chemicals as an intermediate chemical
for formaldehyde and acetic acid production, which are commonly used in the building, automotive and
pharmaceutical markets. However, this has largely levelled off and exports to the country are expected to stagnate
during the period, representing 55.6% of revenue in 2021. All other exports are forecast to comprise 23.1% of
revenue in 2021. Overall, industry exports have grown over the five years to 2021, but this is partially due to an
extremely low base in 2016, when exports were at their third-lowest total since 2003.

DOMESTIC MANUFACTURING

Industry goods are used as inputs by a wide range of manufacturing
processes.

For instance, one subsegment of domestic manufacturers is plastic and resin manufacturers, which use organic
chemicals, such as phenols, in the production of plastic laminates. Plastic and resin manufacturers also use other
organic chemicals, such as styrene and organic dyes and pigments, during the production process. Meanwhile,
rubber manufacturers use chemicals produced by this industry as accelerators, antioxidants, inhibitors and
peptizers, which assist the mixing and shaping of rubber. Other organic chemicals function as adhesion promoters,
activators or retardants.

The industry also sells to downstream markets, such as food, beverage and tobacco manufacturers; agricultural
chemical and paint and stain manufacturers; and medical markets. For example, acetyl intermediates produced by
industry operators are used as starting materials for paints, colourants, adhesives, coatings and other applications.
Another industry product, ethyl glycol, is commonly used for antifreeze, polyester fibres, upholstery and carpeting
and other applications. Additionally, other industry products, including alcohol, ether and ethylene oxide, are used as
synthetic detergents and finishing agents for textile and paper manufacturers.

Many of these industries have performed well over the past five years, increasing consumption of industry products
within this market. For example, higher Canadian industrial production has helped to boost demand for rubber
manufacturers, including tire and hose manufacturers. Rising production and a depreciating currency have also
stimulated demand domestically and internationally for plastic and resin products. IBISWorld expects domestic
manufacturing to account for 21.3% of industry revenue in 2021. However, due to exports experiencing slight growth
as a share of revenue over the past five years, this segment has decreased as a share of revenue.
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International Trade Exports in this industry are    High and Increasing

Imports in this industry are    High and Increasing

The Organic Chemical Manufacturing industry in Canada experiences very high levels of international trade due to
the globalized nature of the chemicals sector. Organic chemicals are used widely by manufacturers of a wide variety
of consumer and industrial products and downstream manufacturers are located all across the globe. Similar to the
overall Canadian economy, the United States is the industry's primary trading partner. The United States is expected
to account for over 70.0% of industry exports and nearly 55.0% of industry imports in 2021. The prevalence of trade
between these nations is primarily due to low tariff burdens established by the United States-Mexico-Canada
Agreement, as well as general geographic proximity, which makes it easy to ship and transport chemicals across
borders.

Exports

Consequently, the biggest driver in domestic export activity tends to be performance in the United States.
Improvements in downstream the country's consumer and manufacturing markets over much of the five years to
2021 bolstered demand for bound exports, although falling commodity prices, partially influenced by the COVID-19
(coronavirus) pandemic, cut into product selling prices, which likely diminished the value of industry exports. Further,
tempered economic growth in emerging markets during the second half of the reporting period has led to a decline
in industry exports, especially in 2019, when exports declined over 5.0%. However, partially due to steep declines in
exports leading into the period, exports grew an annualized 6.5% to reach $4.4 billion over the five years to 2021.

Imports

Imports have also grown over the past five years and industry operators have experienced high competition from
imports. This has been primarily due to the global recovery of oil and gas markets through the early part of the
period, which encouraged oil and gas production. In addition, a moderate decline in the value of the Canadian
versus the US dollar over the five years to 2021 has further bolstered the competitiveness of organic chemicals
produced in Canada, somewhat slowing this growth. Outside of the United States, the largest importer is China
(12.1% of total imports), which has been steadily expanding its manufacturing capabilities in recent years and its
share of imports has almost doubled over the past five years. The other two largest importers are Germany (6.7%)
and India (6.6%). Overall, industry imports are expected to grow an annualized 6.6% to $7.5 billion over the five
years to 2021, though this figure is inflated due to a historic low in imports over 2016, the base year.
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Business
Locations

  Ontario

Ontario is expected to account for 38.1% of total establishments in the Organic Chemical Manufacturing industry in Canada over
2021. Industry operators benefit from a proximity to key downstream manufacturing markets, such as plastic and resin, rubber
product, paint, stain, detergent and other chemical manufacturers. Ontario is Canada's leading manufacturing province by
revenue, providing ample downstream markets for organic chemical manufacturers. Industry operators in Ontario also benefit from
proximity to export markets, as nearly half of United States and Canada cross-border trade occurs in the province, which has
strong transportation links with surrounding states in the United States such as Michigan, New York and Minnesota.

Quebec

Quebec comprises the second-largest share of industry establishments, at an expected 23.1% in 2021. In addition to its sizable
population, Quebec has abundant natural resources and a vibrant agricultural sector. As a result, many new ethanol and biodiesel
plants are located in the region. Furthermore, many of these manufacturing facilities were built over the past decade. For example,
industry operators Greenfield Global Inc. opened Quebec's first ethanol plant in 2007. Similar to Ontario, Quebec has vital
transportation links, including the Saint Lawrence Seaway and Port of Montreal, which aid industry operators in shipping their
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products to vital export destinations such as the United States.

Alberta and British Columbia

Alberta is expected to account for 17.2% of industry establishments in 2021. Most industry operators in Alberta are located close
to petroleum refineries, which provide feedstock essential in the production of organic chemicals, such as ethyl glycol, isoprene
and acetone. Over the past decade, Alberta has entered a boom in oil and natural gas extraction, which bolstered energy
production in the province's oil sands regions. However, sharply declining oil and gas prices between 2014 and 2016 have
significantly tempered the rate of growth in production.

British Columbia, Canada's third-largest province, is forecast to contain 12.7% of industry establishments in 2021. In addition to its
proximity to oil sands in Alberta, its position on the West Coast permits easy shipping to and from Asia, specifically China, as well
as the Western United States.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Organic Chemical Manufacturing industry in Canada is fragmented, with only the Dow Chemical Company
accounting for more than 5.0% of industry revenue in 2021. The industry encompasses a wide range of products.
However, manufacturers typically specialize in a small number of chemical products, due to the cost of
manufacturing equipment and technology. Therefore, given the diversity of chemical products, it is difficult for
operators to gain a major market share in the industry. However, market share concentration may be high within
product segments. For instance, Greenfield Global Inc. is Canada's largest ethanol producer, while industry operator
Methanex Corporation dominates the domestic methanol market. Market share concentration has fluctuated
somewhat over the five years to 2021, but has generally fallen. This has been partly in response to an increase in
industry participation, in addition to volatility in the prices of various industry products such as ethanol that has
resulted in producers of particular products gaining or losing market share in a given year. IBISWorld expects the
top four operators in this industry to account for 14.9% of industry revenue in 2021.

Key Success
Factors

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

Ability to negotiate successfully with regulator:
Chemical manufacturing is highly regulated and operators must be able to navigate the regulatory landscape.
Operators that fail to do so receive fines and sanctions.

Downstream ownership links:
Industry operators that control operations along the supply chain can benefit from a stable supply of inputs and
greater control over production costs. Both factors bolster profitability.

Having a diverse range of clients:
Chemical manufacturers typically specialize in a few types of chemicals, making them vulnerable to economic cycles
within key markets. Operators that have a diverse group of clients can benefit from a more stable revenue stream.

Access to a highly skilled workforce:
Chemical manufacturing is dependent on skilled chemists, researchers and material engineers. Operators that have
a qualified workforce and carry out successful research and development can boost revenue and profitability.

Degree of globalization in the company:
The chemical sector is highly globalized and trade is an important component of the industry. Operators that can
take advantage of globalization can gain access to new customers and markets, providing a boost to revenue
growth.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 14.5% of revenue in 2021. Industry profitability has
remained relatively over the five years to 2021, as operating costs for
companies vary based on the type of raw materials required for
chemical production. For example, industry operators, such as
Methanex Corporation (Methanex), a leading global manufacturer of
methanol, depend on carbon-based feedstock. Methanex's Canadian
operating facilities manufacture methanol for natural gas. The
COVID-19 (coronavirus) pandemic, also severely cut into normally high
profit, contributing to this volatility.

Moreover, industry profitability is reliant on downstream demand from
industries, such as manufacturing and construction, which can be
cyclical and driven by the health of the overall economy. During periods
of falling demand, organic chemical manufacturers find it hard to pass
higher prices on to consumers. In these circumstances, industry
operators may drop prices to maintain key customers. Overall, industry
profit has declined over the past five years, as it sat at 16.8% of
revenue in 2016.

 

  Wages

IBISWorld expects wages to account for 6.2% of revenue in 2021, a
figure that has increased from 5.4% in 2016. Total industry wages have
increased greatly over the past five years, as industry operators have
had to respond to rising demand by hiring more workers and increasing
production. However, wages as a share of total industry revenue
remain low compared with other manufacturing industries due to the
scale of the production of most chemical operations.
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  Purchases

Similar to the overall chemicals sector, the Organic Chemical
Manufacturing industry in Canada has very high purchase costs.
Purchases include raw hydrocarbons, petrochemicals, hydrogen gas
and oxygen gas and other intermediary products used in the production
process. Purchases are expected to account for 51.6% of revenue in
2021, down from 59.2% in 2016 as oil and natural gas prices have
fallen.

 

  Marketing

Marketing expenses are estimated to account for 1.1% of industry
revenue in 2021, up from 0.4% in 2016.

 

  Depreciation

The industry is highly capital intensive. Chemical manufacturing is
reliant on automated processes and computerized technology.
Therefore, operators invest heavily in machinery, laboratories and other
related capital expenditures. Capital expenses increased over the past
five years, but has done so in line with revenue. Depreciation is
expected to account for 5.4% of revenue in 2021, which has
experienced some volatility but ultimately remained stagnant over the
past five years.
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  Rent

Industry operators have expenses related to plants and warehouses, as
some operators lease their facilities rather than owning them. Rent in
this industry is primarily related to such costs, although in some cases,
operators also rent equipment. Rent is estimated to account for 2.3% of
industry revenue in 2021.

 

  Utilities

Manufacturers have extensive energy requirements to operate industry
machinery and produce chemical products. Utilities are estimated to
account for 4.9% of industry revenue in 2021.

 

  Other Costs

Other costs include transportation costs, interest and bank charges,
capital expenditures, repair and maintenance work, warehouse
expenses and business and consulting services. Other industry
expenses, such as administrative fees and legal and accounting
services, are also included in this category. Other costs are expected to
account for 14.0% of revenue in 2021, up from 8.0% in 2016.

 



Organic Chemical Manufacturing in Canada April 2021

27 IBISWorld.com

Basis of
Competition

Competition in this industry is    Low and the trend is Steady

  Operators in the Organic Chemical Manufacturing industry in Canada
experience minimal external competition because organic chemical
manufacturers supply specialized products that cannot be easily
replaced.

However, industry operators nevertheless compete on price, customer service, product quality and customer reach.
Chemical products are commoditized, making price the most important basis of competition. Therefore, a stable
supply of raw material is vital for the success of industry operators. Operators that can supply a stable and low-cost
supply of crude oil, sugarcane and other raw materials have a competitive advantage in the industry. In this regard,
domestic operators have what is called the Alberta advantage because of the ability to obtain conventional
feedstock at a lower cost than in other areas, such as the Gulf Coast in the United States.

In addition, customer reach and company reputation, including service and product quality and the ability to pay
suppliers, are necessary to be competitive. Regulation compliance is also an important basis of competition.
Adhering to government regulations will likely avoid increasing operating costs by limiting financial and litigation
costs.

Industry operators also experience high competition from imported chemical products, often from developing
economies with large-scale and low-cost production. For example, while the United States represents the largest
share of imports, its share has been falling in recent years as imports from countries such as Spain have grown
dramatically. Currently, imports bound for the United States are not subject to tariffs due to the United States-
Mexico-Canada Agreement. Therefore, industry operators must ensure that the pricing and product quality can
compete with manufacturers in the United States.

The level of competition is expected to grow amid the COVID-19 (coronavirus) pandemic. The high levels of
economic uncertainty is expected to cut into manufacturing activity, both within Canada and abroad. As
manufacturing industries comprise a strong majority of the downstream market for the industry, this will result in
fewer revenue opportunities. Consequently, industry players must compete more fiercely for the remaining market
for industry products.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady

  The Organic Chemical Manufacturing industry in Canada
has moderate barriers to entry. One significant barrier is
the highly capital-intensive nature of the industry. Further,
in addition to acquiring, maintaining and updating
specialized technical equipment, companies must have
access to competitively priced raw materials such as oil.
Moreover, chemical manufacturing is highly technical and
industry operators must be able to attract skilled chemists,
engineers and production technicians and they will need
to compete with other companies in this industry and
other comparable manufacturing industries or research
institutions for these workers. In particular, research
scientists are needed to conduct research and
development, which is vital to the long-term success of
operators in the industry. Furthermore, industry operators
must set aside resources for research and development,
as incorporating new technologies and establishing
efficient processing techniques is essential. Lastly,
chemical manufacturing can be dangerous and is subject
to considerable government regulation, which further
contributes to start-up costs and barriers to entry.

Barriers to Entry Checklist

Competition Low  

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 Increasing

  The Organic Chemical Manufacturing industry in Canada is highly globalized. Industry products are used by consumers
and businesses across the world and international trade accounts for a significant portion of revenue and domestic
demand. For instance, industry operator Methanex Corporation is a multinational methanol manufacturer that supplies
products to all major international market. The company's global headquarters are located in Vancouver, while its
Canadian manufacturing facility is located in Medicine Hat, AB, although the company maintains facilities across the
world and the majority of its production capacity is not located in Canada.



Organic Chemical Manufacturing in Canada April 2021

28 IBISWorld.com

International trade is also prominent in this industry. Exports historically account for more than 70.0% of industry revenue,
while imports are also entering the country in huge quantities historically, accounting for more than 75.0% of domestic
demand. While most industry trade occurs between Canada and the United States, rising manufacturing activity in rapidly
expanding economies, such as China, helped increase demand for organic chemicals over the five years to 2021.
Additionally, imports have been increasing from developing nations and decreasing from the United States.

This high level of globalization is expected to cause additional revenue losses for the industry amid the COVID-19
(coronavirus) pandemic. The Organic Chemical Manufacturing industry in Canada is heavily reliant on commodities for
inputs, of which some need to be imported, as well as for revenue opportunities. While trade has continued, there are
additional logistical hurdles to clear associated with reducing the spread of the virus.
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Major Companies

Major Players Dow Chemical Company

Market Share: 6.4%

  In 2017, the Dow Chemical Company and DuPont Inc. finalized a merger to create DowDuPont Inc. (DowDuPont),
after being announced in 2015. However, on April 1, 2019, the materials science division, the only industry-relevant
segment, separated from DowDuPont and again became the Dow Chemical Company (Dow Chemical). The
company's headquarters is located in Midland, MI. Overall, Dow Chemical generated $51.6 billion in revenue over
2020 (latest data available) with 35,700 employees. The company has 106 manufacturing sites across 31 countries.

The company manufactures a range of organic chemicals such as wood and gum chemicals, ethylene, propylene
and others that are used in building and construction; consumer goods; electronics; packaging; and transportation.
Prior to the merger, Dow Chemical's plastic business, which uses industry products during production, was included
in its performance plastics segment. This was included in the packaging and specialty plastics segment after the
separation. Dow Chemical maintains six domestic production facilities, employing an estimated 1,500 workers
combined. According to its website, the facility in Red Deer, AB, features more than 120 employees and
manufactures ethylene glycol, a chemical used in the production of polyester fibres and antifreeze. Canada has
generally provided a less expensive operating environment for industry operators compared with the United States
because of the abundance of natural resources available at a low cost. Dow Chemical has taken advantage of this
over the past few decades by investing heavily in its Canadian operations and increasing its domestic presence.

Financial performance

IBISWorld estimates that Dow Chemical's industry-relevant revenue is forecast to increase an annualized 1.1% to
$357.5 million over the five years to 2021. The company produces a large variety of chemicals, but does need to
purchase a variety of raw materials for production including, acetone, electric power, natural gas and wood pulp.
Natural gas and electric power can be volatile, as can wood pulp prices due to difficulties in the domestic timber
industry. This can leave the company exposed to price fluctuations, although Dow Chemical's size can act as a
hedge against these changes by enabling it to take advantage of economies of scale and scope. However, the
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company's exposure to outside price changes is evident by the volatility in industry-relevant profit during the period.
The company's operating profit, defined as earnings before interest and taxes, is expected to grow an annualized
2.9% to $15.9 million over the five years to 2021.

 
Dow Chemical Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 338.7 N/C 13.8 N/C
2017 399.9 18.1 -11.8 N/C
2018 453.5 13.4 26.9 N/C
2019 402.0 -11.4 -16.1 N/C
2020 364.2 -9.4 12.2 N/C
2021 357.5 -1.8 15.9 30.2

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

Other Companies The Organic Chemical Manufacturing industry in Canada is fragmented, so market share concentration is low. The
industry comprises diverse operators such as multinational petroleum companies, regional energy companies,
chemical conglomerates and other businesses. Given that the industry has a variety of different product segments, it
is difficult for individual companies to gain significant market share.

Methanex Corporation

  Market Share: 4.8%
  Vancouver-based Methanex Corporation (Methanex), founded in 1992, is a global methanol producer that has nine

production facilities and an estimated 1,300 employees worldwide. Methanol is a basic chemical building block,
essential to the production of formaldehyde, acetic acid and other chemical intermediates, which are commonly
used in a variety of products ranging from windshield washer fluid to recyclable plastic bottles. Methanol can also be
used to produce renewable fuels, such as biodiesel, as well as a blending component for gasoline.

Methanex participates in this industry through its Medicine Hat, AB, manufacturing facility, which reopened in 2011
after closing in 2002. The production facility has more than 125 employees and an annual production capacity of
almost 600,000.0 tonnes of methanol. Outside of Canada, Methanex has manufacturing facilities located in Chile,
New Zealand, Trinidad, Egypt and the United States. The company recently increased its production base in North
America by relocating two methanol plants from Chile to the United States. Methanex opened its first facility in
Geismar, LA, in January 2015. Later that year, the company announced the opening of a second methanol plant in
Louisiana. Overall, Methanex is expected to generate $270.6 million in revenue over 2021.

Greenfield Global Inc.

  Market Share: 3.5%
  Headquartered in Toronto, Greenfield Global Inc. (Greenfield) is Canada's largest ethanol producer. Greenfield is a

private company and therefore, discloses limited financial information. Relevant to this industry, Greenfield has six
manufacturing plants located in Ontario and Quebec, with over 650.0 million litres in total capacity of ethanol and
other industrial alcohol products. The construction of most of these facilities was partly funded by government
subsidies. For example, Greenfield received $18.0 million in federal assistance from Canada's Ethanol Expansion
program to develop Quebec's first ethanol plant. Recently, Greenfield expanded by extending its operations to a new
production facility in Ireland, which is not industry relevant.

In addition to ethanol, Greenfield produces ethyl alcohol, denatured ethanol, neutral grain spirits and other industrial
forms of alcohol through its Commercial Alcohols subsidiary. Industrial alcohols are commonly found in other base
chemicals, paints, solvents, inks, detergents, pharmaceuticals, hospital disinfectants and food flavourings. Overall,
the company has a diversified product offering, generating 45.0% of its gross profit, defined as earnings before
interest and taxes, from bulk industrial alcohol, 35.0% from fuel ethanol and 20.0% from packaged industrial alcohol.
However, the company has a variety of revenue-generating operations outside the scope of this industry. For
example, the company sells distillers' grains to agricultural markets. Moreover, Greenfield Energy Solutions, a
division of Greenfield, supplies compressed natural gas to companies across Ontario that are not connected to the
natural gas pipeline grid. Overall, Greenfield Global is expected to generate $193.3 million in industry-relevant
revenue over 2021.

Pound-Maker Agventures Ltd.

  Market Share: 0.1%
  Pound-Maker Agventures Ltd. (Pound-Maker) is the wholly owned subsidiary of Pound-Maker Investments Ltd.

Pound-Maker was established in 1970 in Lanigan, SK, by local farmers that sought an alternative market for grain.
While it originally was founded as a feedlot with 50 local area farmers as shareholders, it steadily expanded. In
1991, the company expanded the size of its feedlot and constructed a 10.0 million-litre ethanol plant. According to
the company's website, the ethanol produced is sold entirely in Saskatchewan. Further, the company has steadily
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expanded its ethanol production capabilities and yearly production is now greater than 15.0 million litres. Since the
company's only industry-relevant product is ethanol, its revenue in any given year is entirely reliant upon movements
in the price of ethanol and overall production levels. Pound-Maker is forecast to generate $8.3 million in industry-
relevant revenue over 2021.



Organic Chemical Manufacturing in Canada April 2021

32 IBISWorld.com

Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Organic Chemical Manufacturing industry in Canada
has a high level of capital intensity. Chemical
manufacturing requires considerable capital investments,
including facility construction costs, highly specialized
machinery costs, research and development laboratories
and other expenditures. The industry's extensive reliance
on machinery has limited overall employment levels and
the majority of industry operators have fewer than 50
employees. However, while operators do not have a huge
number of workers, they are reliant on highly skilled labour,
such as trained research scientists and materials
engineers. Therefore, industry employees command high
average wages. Industry operators are expected to spend
$0.88 on capital investments for every $1.00 spent on
labour in 2021.
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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.

Technological innovation has recently and is expected to continue to affect the
Organic Chemical Manufacturing industry in Canada.

Many industry operators have invested in and implemented digital technologies to add additional value for their consumers.
For example, chemical producers are increasingly installing sensors featuring the Internet of Things capabilities at
consumers sites, with the goal of tracking product performance and functionality, ultimately culminating in more substantive
relationships with clients.

The level of technology change is    Low

  The Organic Chemical Manufacturing industry in Canada experienced minimal
technology change over the five years to 2021, with most technological
development being aimed at increasing the efficiency of the production
process and the manufacturing assets of the participant.

However, in recent years, numerous systems changes have occurred as an increasing number of global players seek to
divest themselves of underperforming operations and cut back on capital expenditure as a means of competing in an
increasingly tough operating environment. The nature of technology and systems employed is closely related to product
type. For example, the intermediate acetone is co-produced with phenol. On a global scale, two-thirds of acetone is made
as a coproduct of phenol via cumene oxidation.
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Revenue
Volatility

The level of volatility is    Very High

  Operators in the Organic Chemical Manufacturing industry in Canada
experienced high to very high revenue volatility over the five years to 2021,
with an average oscillation of 27.5%.

Demand for industry products, such as acetic acid and vinyl acetate monomer, are highly sensitive to domestic and global
economic cycles. Further, industry revenue is closely linked to the cost of raw materials such as crude oil and natural gas,
although there can be a lag between the time of a price shock and the related swing in industry revenue. Huge swings in
the prices of crude oil and natural gas have helped lead to high levels of revenue volatility over the reporting period.

Industry revenue is also closely linked to trade conditions, as the majority of industry goods are exports destined for foreign
markets, with the United States making up over two-thirds of export demand. Manufacturing output in the United States has
gradually increased over the past five years, which has helped to lead to stable demand for industry products. Further, a
depreciation in the domestic currency has also assisted export levels by making domestic goods relatively more affordable
abroad.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Increasing

The Organic Chemical Manufacturing industry in Canada is heavily regulated
by federal and provincial governments.

Industry operators are subject to air and water quality standards, which are regulated by Environment Canada (EC).
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 others, 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 plan provides the chemicals sector
with monitoring, surveillance, research and policy management. EC and Health Canada collaborate to oversee the plan.
Further, the government has taken action to address the amount of renewable fuel that must be added to gasoline and
diesel fuel. This is of interest to industry operators, particularly those involved in producing ethanol, which is added to
gasoline and diesel fuel to increase renewable fuel usage.

Industry
Assistance

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



Organic Chemical Manufacturing in Canada April 2021

35 IBISWorld.com

Given the scope and scale of the Organic Chemical Manufacturing industry in
Canada, organic chemical manufacturers receive minimal government
assistance.

However, industry operators involved in the production of ethanol have benefited from a variety of government regulations
and initiatives.

For example, Environment Canada announced its Renewable Fuels Regulations in September 2010, which required that
gasoline fuel producers and all imports of gasoline products must attain an average renewable fuel content of 5.0% of the
volume of gasoline. In addition, the Canadian government has provided other forms of financial assistance for ethanol
producers, such as Natural Resources Canada's ecoENERGY Innovation Initiative, which offers per-litre operating
incentives to biofuel manufacturers. Incentive rates range from $0.10 per litre for renewable alternatives to gasoline to
$0.26 per litre for renewable alternatives to diesel. The program started in 2008 and ran through 2017. The Quebec
government released a proposal to ban new gas cars by 2035. Regulations pertaining to the increased use of industry
products are expected to drive future industry growth.

Furthermore, industry operators receive indirect assistance from trade associations. For example, the Chemistry Industry
Association of Canada (CIAC) has over 50 members companies from the chemicals sectors, including manufacturing. The
CIAC works with federal and provincial Canadian governments to promote industry interests in a variety of areas, including
energy transportation, taxation and trade. The CIAC also sets voluntary safety standards and all CIAC member companies
must participate in the Safety and Health Analysis, Recognition and Exchange network, to discuss workplace health
practices.

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
(Index)

2012 4,819 1,186 137 122 2,297 3,754 6,379 190 7,444 81.0
2013 5,329 1,232 135 120 2,713 4,132 6,757 212 7,953 81.0
2014 4,979 1,341 135 117 2,967 4,479 7,150 261 7,649 82.3
2015 5,681 1,448 140 117 3,603 4,213 7,477 364 8,945 80.3
2016 4,092 1,128 133 116 2,367 3,207 5,439 221 6,324 79.0
2017 5,759 1,709 150 119 3,543 4,436 6,747 397 8,069 80.8
2018 6,513 2,000 160 124 3,555 4,468 6,963 417 9,008 83.7
2019 5,804 1,634 145 126 3,263 4,006 6,711 352 8,509 82.6
2020 5,272 885 127 125 3,055 4,172 6,648 328 7,749 76.2
2021 5,591 1,459 130 128 3,207 4,400 7,479 345 8,670 78.8
2022 5,804 1,509 131 129 3,314 4,566 7,792 357 9,030 80.5
2023 5,902 1,542 132 130 3,359 4,641 7,973 362 9,235 80.7
2024 5,989 1,562 133 131 3,437 4,707 8,129 369 9,411 80.8
2025 6,087 1,592 133 131 3,467 4,782 8,301 373 9,606 81.0
2026 6,194 1,620 132 130 3,496 4,864 8,487 377 9,817 81.1

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Industrial
capacity

utilization (%)
2012 -11.7 -19.0 -3.53 -1.62 0.21 -6.55 -1.81 -2.83 -6.20 -0.34
2013 10.6 3.85 -1.46 -1.64 18.1 10.1 5.91 11.7 6.84 0.00
2014 -6.58 8.85 0.00 -2.50 9.36 8.38 5.81 23.3 -3.82 1.54
2015 14.1 7.97 3.70 0.00 21.4 -5.94 4.57 39.6 16.9 -2.41
2016 -28.0 -22.1 -5.00 -0.86 -34.3 -23.9 -27.3 -39.4 -29.3 -1.59
2017 40.7 51.5 12.8 2.58 49.7 38.3 24.0 80.0 27.6 2.31
2018 13.1 17.0 6.66 4.20 0.33 0.71 3.20 5.06 11.6 3.52
2019 -10.9 -18.3 -9.38 1.61 -8.22 -10.4 -3.63 -15.6 -5.54 -1.29
2020 -9.17 -45.9 -12.4 -0.80 -6.38 4.14 -0.93 -6.93 -8.94 -7.71
2021 6.04 64.9 2.36 2.40 4.97 5.47 12.5 5.18 11.9 3.41
2022 3.81 3.37 0.76 0.78 3.33 3.78 4.19 3.42 4.16 2.13
2023 1.67 2.22 0.76 0.77 1.35 1.62 2.32 1.43 2.26 0.19
2024 1.47 1.26 0.75 0.76 2.32 1.43 1.95 2.15 1.91 0.18
2025 1.63 1.91 0.00 0.00 0.87 1.58 2.11 1.00 2.07 0.18
2026 1.76 1.79 -0.76 -0.77 0.83 1.72 2.24 1.04 2.20 0.18

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 24.6 85.7 77.9 2,098 3.93 16.8 82,499
2013 23.1 85.0 77.5 1,964 3.97 20.1 77,995
2014 26.9 93.5 90.0 1,678 5.24 22.0 87,900
2015 25.5 83.6 74.2 1,577 6.41 25.7 101,082
2016 27.6 86.0 78.4 1,729 5.39 17.8 93,198
2017 29.7 83.6 77.0 1,626 6.89 23.6 112,052
2018 30.7 77.3 68.6 1,832 6.40 22.2 117,328
2019 28.2 78.9 69.0 1,779 6.07 22.5 107,907
2020 16.8 85.8 79.1 1,726 6.22 24.1 107,267
2021 26.1 86.3 78.7 1,743 6.17 24.7 107,484
2022 26.0 86.3 78.7 1,751 6.14 25.3 107,574
2023 26.1 86.3 78.6 1,757 6.13 25.4 107,651
2024 26.1 86.4 78.6 1,743 6.17 25.8 107,477
2025 26.1 86.4 78.6 1,756 6.13 26.1 107,615
2026 26.2 86.5 78.5 1,772 6.09 26.5 107,838

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Chemical Institute of Canada
http://www.cheminst.ca

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

Industry Jargon ETHYL ALCOHOL
Also called ethanol, pure alcohol, grain alcohol or drinking alcohol, ethyl alcohol is a volatile, flammable and
colorless liquid.

FEEDSTOCK
Raw material supplied to a machine or processing plant.

VINYL ACETATE MONOMER (VAM)
A colorless, liquid organic compound with a pungent odor. It is the precursor to polyvinyl acetate, an important
polymer within the Organic Chemical Manufacturing industry.

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
than 40%.
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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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