
2016 has been an uncertain year, but European  
businesspeople can take comfort in the clearer future for 
the chloralkali market. 

The biggest mercury chloralkali cell room in Europe –  
at INOVYN’s Martorell, Spain site – is now expected by 
market players to close; however sources expect  
polyvinyl chloride (PVC) production at the plant to  
continue using imported feedstocks.

Another major European producer – Ercros –  
announced earlier this year that it will close its  
remaining mercury cells in Spain, while Spolana  
announced that it will close its chloralkali plant in the 
Czech Republic.

Two of Europe’s smaller chloralkali plants – at  
Hydrochem Italia’s site at Pieve Vergonte in Italy and 
Elnosa’s plant in Lourizan, Spain – will also be  
converted if approval is received from the respective 
local authorities, according to company sources  
in November.

Overall, only about 214,000 dmt/year (dry metric  
tonnes/year) of caustic soda capacity in Europe has an  
uncertain future, with indications that about  
three-quarters of this figure is likely to be converted to 
membrane technology. This leaves only about 2.4% of 
the remaining mercury capacity in limbo.

With the future of most of Europe’s capacity decided, 
the question now becomes: Will the phasing-out  
process tighten Europe’s chloralkali and downstream 
PVC markets?

The short-term signs in 2016 have not been encouraging. 
Driven partly by lower running rates at KEM ONE’s plant 
at Lavera, France – where operating rates were reduced 
as a result of a mercury conversion due to start in late 
November – caustic soda export prices to Turkey have 
spiked by 26% since September, to above $500/dmt 
CFR (cost & freight) in many cases. 

France has been the largest single caustic soda  
exporter to Turkey in 2016, moving ahead of Egypt, 
which was the largest exporter in 2015. KEM ONE’s 
mercury-based caustic soda output at Lavera is  
estimated at slightly below 150,000 dmt/year. 

This suggests that markets in the region where  
anticipated shutdowns are taking place could be heavily 
affected, at least in the short term.

However, it must be remembered that average  
capacity utilisation rates in Europe are below their  
expected maximum level, averaging about 80% over the 
past three years according to figures from Euro Chlor. 
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MERCURY CELL PHASE-OUT IMPACT OVERRATED  
ON CAUSTIC, UNDERRATED ON PVC

By Chris Barker  DECEMBER 2016

Producing caustic soda and chlorine using mercury  
cells was declared outside BAT* in 2013, with the legal  
deadline for the phasing out of capacity in Europe set 
for December 2017. Mercury cell production currently 
makes up almost 20% of chloralkali production  
in Europe. 
*best available techniques

Remaining mercury chlorakali capacity 2016

Caustic soda FOB Med spot price 2016
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In 2006-2007, rates were 83.5-85.5%, which suggests 
that European capacity utilisation could be increased. 
This is because, after several closures and upgrades, 
plants in 2016 are, on average, newer than they were 
10 years ago. 

Of the just under 2m tonnes of active mercury-based 
European caustic soda capacity, there is expected to be 
a net loss of 863,000 tonnes. This equates to a deficit 
of approximately 690,000 dmt/year of production after 
2017, assuming average European capacity utilisation 
rates of 80% for currently active plants.

However, increasing running rates in the remaining  
European capacity to 85% would account for all but 
about 100,000 dmt/year of the missing material. With 
Europe still a net exporter of caustic soda by 500,000-
600,000 dmt/year, according to Euro Chlor figures, this 
deficit could be accounted for by reduced exports.

This is also in line with market views, with one European 
producer noting that due to low running rates, any  
shortage of product as a result of capacity closures, 
could be absorbed by other plants because of some 
redundant capacity in Europe.

“As compared to 2014-15, no more than, and probably 
less than 300,000 dmt/year of caustic soda will vanish. 
The break-even operating rate – before imports become 
a necessity will be 85% from 2018 onwards,” it said.

Another producer put the expected average running 
rates for membrane cell plants for the first three years at 
95%, meaning that brand new plants could also take up 
a significant portion of the extra load. 

Production at the plants scheduled to close in Spain is 
expected to remain active until the deadline, with Flix 

Source: Eurochlor figures 2006-2016.

Chloralkali average utilisation 2006-2008

Chloralkali average utilisation 2014-2016

Scenarios for post-2017 production

Net caustic soda deficit vs 2016
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and Vila-seca confirmed to remain in operation until 
December 2017. 

However, the European caustic soda market is likely to 
see some unavoidable short-term disruption due to plant 
closures after 2017, particularly in heavily affected  
countries like Spain. 

The balance in the region will partially depend on the 
availability of product from the US. Tightness caused by 
US force majeure declarations in Q3-Q4 2016  
demonstrate that production issues across the Atlantic 
can severely affect the market, even with European  
producers operating at full production. 

PVC impact

A far lower percentage of European PVC capacity is 
expected to be impacted by the mercury cell closures in 
comparison to caustic soda capacity. 

The only mercury-based PVC capacity expected to be 
discontinued in the short term is Oltchims’ plant in  
Valcea, Romania. It has been idle since 2009.

All the additional PVC capacity based on mercury-pro-
duced chlorine is likely to be converted before the 2017 
deadline.  

Several major companies – Ercros, Spolana and 
INOVYN – will shut down their mercury cell chloralkali 
production but will import ethylene dichloride (EDC) 
and/or vinyl chloride monomer (VCM) as feedstocks to 
run their PVC production, in a shift away from the usual 
European practice of integrated production.

This is likely to significantly reduce the availability of 
PVC feedstocks in Europe. Europe is currently a net 
exporter of EDC, with an overall capacity of around 10m 
tonnes/year. Capacity utilisation is also relatively high 
compared to that of chlorine/caustic soda production.

Analysis by ICIS Consulting suggests that the European 
EDC market will become structurally short as a result of 
mercury cell production being phased out after 2017.  
The global market is also relatively tight with few new 
major projects planned. 

Ciaran Healy, Analyst, ICIS Supply and Demand 
Database 

As a result of the closure of co-located chlorine 
plants using mercury cells, European ethylene 
dichloride (EDC) capacity is expected to fall. The 
precise extent of this fall will be determined by how 
many of the affected producers continue to operate 
their oxychlorination based EDC plants using the  
by-product hydrochloric acid (HCl) from the  
cracking of imported EDC.

While various producers will be able to increase  
operating rates to offset some of this decline in  
capacity, a significant fall in regional production is 
likely. We expect operating rates to jump by around 
two percentage points from 2017 to 2018.

We expect Europe’s overall EDC balance to change 
dramatically, moving from net exports of around 
250,000 tonnes in 2015 and 2016 to net imports of 
approximately 175,000 tonnes in 2018 and 2019. 
This scenario assumes that those producers, who 
are able to, will continue to operate their  
oxychlorination plants and that European PVC  
production will not fall significantly.

This transition from a net exporting to a net import-
ing position means that some EDC that is currently 
being exported from Europe to other regions will 
probably now move within Europe instead, and that 
some material will need to be sourced from else-
where in the world. The most likely candidates for 
these sources are the US Gulf and the Middle East. 

US producers have an enviable cost position,  
large capacities and are favourably located to 
access markets in western Europe. Their operating 
rates are already strong, however, with relatively 
limited room for increased production and some 
expectation of increased domestic consumption  
of EDC.

Middle Eastern producers also have a strong cost 
position and, although capacity here is smaller,  
operating rates in the region are currently lower than 
in the US. A number of producers in the  
Middle East also currently export significant  
portions of their output in the form of EDC or VCM.
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The one major bright side with regards to availability in 
Europe is Dow’s 255,000 tonne/year EDC plant at  
Schkopau, Germany. It no longer has an associated 
PVC plant following the closure of production by INEOS 
at the same site in 2015. 

With its strategic location on the Elbe river system, this 
plant could contribute to supplying the Spolana plant. 
However, some volumes may already be committed 
elsewhere, with Dow said to be supplying EDC and 
VCM to at least one European producer on a long-term 
basis.

Company sources at Dow have not commented on 
whether it will be involved with supplying feedstocks to 
the Czech plant. 

Shipping and customs costs limit the potential to import 
feedstocks from other locations, with no open arbitrage 
existing for standard priced cargoes between Europe 
and the US since February this year, according to ICIS 
pricing data. A small quantity was, however, exported 
from the US to Spain, according to US customs data. 

High Asian prices and demand also limit the potential for 
exports to Europe. 

All in all, feedstock availability is likely to be a significant 
bottleneck for PVC production, and EDC/VCM spot and 
contract prices could rise as players adjust to a tighter 
market.  

While the short-term outlook for PVC production is 
more stable than that of caustic soda as little capacity is 
expected to close, in the long term, feedstock shortness 
could pose a significant threat to continuing production 
at locations which do not have an operating EDC/VCM 
plant.

European sources have been sceptical about the  
long-term viability of PVC production based on  
external feedstock sources. It is regarded as a  
short-term stopgap measure. Indeed, the long-term plan 
at some sites may be to eventually restart feedstock 
production or PVC production using other methods. 

Czech company Spolana, for example, is currently 
evaluating the use of different technologies to produce 
PVC as an alternative to bought-in EDC at its Czech 
Republic site. However, with scant details on the plans 
of European companies, there is still significant  
uncertainty in the market going forward. 

Summary

While the risk of tightness in the European caustic soda 
market may be overrated – with the most likely scenario 
being that exports will be reduced to manage the  
reduction in supply – the threat to feedstock supply in 
the PVC market presents a greater long-term risk  
despite the lack of immediate capacity closures. 

Contributing editor: Ciaran Healy
(With thanks to Nigel Davis for help with editing).
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