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THE BIG PICTURE:
What Comes Next?

The Shell
Cracker Site
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n March of 2012, when Royal Dutch Shell
announced that it had chosen Monaca
as its preferred site for a proposed
petrochemical plant, the selection seemed
to affirm the promise of the burgeoning
gas industry. Even as Western Pennsylvania
residents and businesses were just getting
accustomed to the words “Marcellus Shale”
the leaders of the gas industry assured every
one who would listen that the real economic
advantages of the drilling for natural gas
would be the downstream industries
that would follow. Shell’s announcement
confirmed that. And then came the waiting.
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THE CRACKER:

Photo by Mascaro Construction
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t the time Shell made the choice of the Horsehead Corporation site public, analysts of the industry predicted
that it could take two years or more before a final
investment decision was made. As it turned out, those
forecasts were two years too optimistic.
To be fair, business conditions in the oil and gas industry began to
deteriorate almost as soon as the Monaca site selection occurred. In
part, the decline in the industry was because of the shale gas – and
shale oil – that made the location of the plant feasible. Exploration
of the shale formations here and elsewhere in the U.S. created a
surge in supply at the same time that energy conservation was
impacting demand growth. By mid-2014 a glut in oil and natural
gas supply sent prices tumbling, eventually dropping over 70
percent. That stressed the profits of Shell and its competitors. The
shifting dynamics of pricing in oil also weakened the business case
for making polyethylene from gas instead of oil. Turmoil made Shell
deliberate longer. The possibility that Shell could defer its decision
to proceed or cancel the project altogether seemed more likely.
Of course, from the vantage point of early 2017, we know that Shell
did make that final investment decision in June 2016. Hundreds of
workers now swarm the site, which saw enormous transformation
and development even before the green light was official. The
question is no longer will Shell say yes but instead what will happen now that it has. Considering that nearly five years have passed
since the press conference in March 2012, it’s surprising how little
has been said publicly or privately to explain with any specificity
how the development of a world-class petrochemical facility – and
probably a second – will trigger development of other industries.
The company that should have the most to say about what postcracker Pittsburgh should look like isn’t saying much on the subject.
Shell is a publicly-traded company and, as such, is very careful
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about any comments that may be seen as speculating about future
customers or suppliers. Local civic leaders – even those charged
with attracting new industries – find little information is available to
guide business attraction efforts. In the absence of a flow of commercial information, hundreds of businesses are spending lots of
time and effort to ascertain what this new development will mean
for their companies.
It appears the answer to that question is that the Shell project – and
others that may follow – will mean lots of opportunities across lots
of business categories in Western PA. The difficulty in understanding how the new industry will affect anyone’s business is that the
industry is likely to unfold and develop over decades not years.

START AT THE SOURCE
It is perfectly logical to focus the search for what will result from
the development of a petrochemical manufacturing complex on
what kinds of businesses sell to and buy from steam cracker plants.
That focus point overlooks industrial opportunities that might occur
in other industries that are dependent upon ethane as a primary
feedstock. In other words, there are other industries that will find
Western PA attractive for the same reason Shell did.
One industrial concept that comes into play because of the sheer
size of the Marcellus and Utica plays is that of clustering. Often
times when it makes sense for one player in an industrial category
to locate somewhere for a specific strategic advantage – proximity
to customers or abundant supply, for example – it makes even more
sense for multiple players to locate there. The efficiencies in supply
chain and logistics increase as more businesses in the same industry
appear. Talent attraction is improved. A sort of self-fulfilling business attraction cycle occurs. The major downside of such a cluster
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One potential opportunity is for the suppliers of industrial gases and chemicals to build
capacity to serve the cracker(s) in the region. Photo courtesy Air Products Inc.

is that whatever cyclicality is involved in the industry is magnified
(think steel industry circa 1981).

similarity in trajectory of the declines, the charts of which look
almost identical.

Of course if one or more of the clustering efficiencies can be
spread across multiple industries, there is a counter cyclical
dynamic that emerges. Volatility can be reduced if the business
cycles of the complementary industries dovetail rather than
overlap. This is why the prospect of having the pharmaceutical or
agrichemical industries locate plants in Western PA, in addition
to plastics, was so attractive. It’s why business attraction leaders
across the state are working so hard to see if multiple industries
that are reliant upon ethane emerge in Western PA.

It has been the nature of the plastics and industrial chemicals
business to have boom-and-bust cycles. Finding other industries
that are on different supply-and-demand cycles will prevent relying on one industry’s fate.

A look at petrochemical product pricing since November 1 is
a good example of why the development of counter-cyclical
industries is desirable. According to Platts Global Petrochemical
Indexes, prices for ethylene, low-density polyethylene, toluene,
benzene, and polypropylene – among other plastic chemicals –
have fallen off a cliff since November. Declines for most of these
chemical products have exceeded ten percent and reached as
high as 26 percent over the past 45 days. More remarkable is the

For the first time in a generation, heavy industry is looking at Western PA again because of the same resources Shell likes.
Woody Hydrick is managing principal for Global Location Strategies, a site selection consultancy with a track record of finding
locations for heavy manufacturing around the world. He was in
Pittsburgh on November 14 as part of a tour that included seven
other consultants. Like some of the other consultants, the November visit was the first Hydrick had made to Pittsburgh for professional reasons in many years. He was clear that the Shell project
opened his eyes – and his clients’ – to some of the advantages that
the region has, including cheap energy and an excellent industrial
infrastructure system.
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Hydrick also pointed to the partnerships that were necessary for
the investment decision to be made by Shell – bringing state and
local government, PennDOT, the Corps of Engineers, labor, private
sector investors and civic leaders to work together – as the kind of
collaboration that gets the attention of other heavy industrial users.
“What the region is doing to literally move mountains to prepare
for heavy industry is impressive,” he says. “The simple fact that I
was there looking at Pittsburgh instead of the Gulf says something.”
The question is then, what other heavy industries might be attracted
to Western PA because of the resources being discovered here?
One possibility is additional manufacturers that would be interested
in the ethane for its ethylene potential. Experts in the ethane value
chain see the abundant supply and low price for ethane in the
U.S. as a boon to the industry. They also see an excellent export
opportunity over the next decade, as the growing ethane processing capacity grows by nearly 80 percent by 2020. Excess capacity
will assure low prices for U.S.-made ethylene and polyethylene,
keeping U.S. exports competitive globally. These market dynamics
also set the stage for foreign consumers of ethane and ethylene to
relocate or expand capacity in the Appalachian Basin instead of the
Gulf of Mexico.
“There are synergies and efficiencies to be gained by being close
to one another,” remarks Hydrick. “These can be kind of a base
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hub for the kinds of facilities for ancillary products and industries.”
Ultimately, it is the natural gas that is the source that is important
for the industries that will develop along the Ohio River in all three
states in which the nearby shale gas is found. As recently as 2010,
the plastics industry was forecasting that the U.S. would become a
net importer of plastic resins. Because of the shale gas revolution in
energy, the balance of production is shifting back to the U.S. In fact,
the American Chemical Council is tracking 262 projects that would
turn chemicals into raw plastic materials in the U.S.
It’s useful to look at Shell Chemicals to get an inkling of what
share of those 262 projects might land in Western PA. The
energy giant had a number of reasons why it chose to locate
in Western PA but the reality is that if Shell hadn’t exited the
polyethylene business in 2005, it would have been too costly to
build new capacity here compared to adding capacity at existing
crackers. Many of the chemical manufacturers that are part of
that 262-project pipeline will be handcuffed by being in the Gulf
already. The most likely candidates to attract to the Tri-state for
new chemical manufacturing will be those with little or no presence in an existing petrochemical cluster.
One of the more intriguing possible downstream opportunities
that could result from Shell’s project is the construction of another
cracker at an adjacent site – by Shell Chemicals. While this may
be the kind of absurd rumor that pops up during a long, slow

THE BUILDERS GUILD of
WESTERN PENNSYLVANIA
• Helping to promote the union construction
and building trades industry
• Providing a forum for labor
and management to discuss
and implement initiatives of
mutual benefit
• Recruiting men and women
for a challenging and
rewarding career
To learn more about this unique labor/management initiative or about a career in construction,
call the Builders Guild at 412-921-9000 or visit www.buildersguild.org.
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construction cycle, it’s worth noting that the abundant supply of
natural gas in the Appalachian region is more than sufficient to
support three crackers – there have been optimistic estimates of as
many as five – and Shell is among the leading energy companies
moving from oil to gas. Having a separate second polyethylene
plant would increase the supply security for customers while allowing Shell to grab market share.
When asked about the rumor, Shell’s Michael Marr replied, “Shell
is focused on the petrochemical facility being constructed. We will
refrain from commenting on speculative future development.”
In the Watergate era, that would be called a “non-denial” denial.
Still, absent any solid plans for a second cracker, it’s best to consider
the rumor to be just a rumor.
Another part of the chemical process that was thought to offer
potential for downstream manufacturing may also be proving to
be a rumor. As byproducts of the steam cracking process, nitrogen
and sulfur are created. These two basic chemicals are not used
in the manufacturing of plastics but do have application in other
industries, one of which is fertilizers. Agrichemical was thought to
be one of the unrelated industries that would follow the cracker to
the Pittsburgh region but that development seems less likely.
While Shell has said that most of the byproducts from the Beaver
County facility will be consumed within the Shell system, the
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company confirmed that nitrogen- and sulfur-based chemicals
won’t be among those byproducts. The fertilizer market, however,
is oversaturated with supply and not growing significantly. A recent
study for a Japanese firm assessing the feasibility of locating a fertilizer plant in the U.S. found the market to have 150 percent supply
compared to demand. Not ideal conditions for adding capacity.

THE FUTURE IS PLASTICS
(JUST NOT THE NEAR FUTURE)
Since the earliest days of the Marcellus Shale play, the gas industry
took pains to point to the future and beyond the gas itself to foreshadow the economic benefits to the region. The longevity of the
reserves were extolled but mainly the industry supporters talked
about how the rich wet gas would lead to the expansion of the
chemicals and plastics industry in Western PA. As has happened
with the gas industry, the plastics industry has been suffering from
oversupply issues that have changed the playing field, but not the
long-term prospects. Like with chemical manufacturing the plastics
industry is tilting towards domestic investment.
There are aspects of the way plastic manufacturing works that make
a large-scale shift in investment to the Ohio Valley unlikely. Makers
of finished products – bottles, auto components or toys – want to be
located near their customers because of the inefficiency of shipping
light but bulky products. Moreover, although being close to the
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source of supply is a site selection factor, the bulk of
the existing supply for polyethylene is located 1,500
miles to the south of Pittsburgh.
“Remember that the cracker is one of many. Most
of the cracking capacity in the U.S. is on the Gulf
Coast,” points out Gideon Gradman, managing
director for Integrated Energy Advisors. “For this
region, it’s a huge economic opportunity. For the
global plastics industry, it’s important but it isn’t
going to keep anyone up at night.”
Don’t mistake Gradman’s comments for pessimism.
As director of business development for Braskem
America from 2012 to 2015, he was the lead for
Braskem/Odebrecht’s ASCENT cracker that was
proposed for Parkersburg, WV. In that capacity
he led the research for Braskem to determine the
viability of the project, including the supply chain
and downstream opportunities. Because of that
research, Gradman is bullish on the prospects for
Western PA.

General Contractor

“One way to think about this is there are really
two periods of economic opportunity,” he
explains. “First is the facility construction. There
will be thousands of workers. That’s literally like
having a small town show up on a job site every
day for four years, so you have all the services
and suppliers needed to support that activity. The
second phase is what will happen after there is a
resin producer in the region.”
Gradman thinks the economic multiplier for
construction is being overlooked. He agrees with
the comparison to the impact of the upstream
development of the natural gas play, pointing out
that the construction will be a boon to truck sales,
food services, small equipment sales and rentals,
repair shops of all types and even services like
banking and healthcare.

PLAN.
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Of course it is the second phase of the development of the polyethylene capacity that holds the
most promise. Bill Carteaux, president and CEO
of the Plastics Industry Association (PLASTICS),
dispels the notion that the plastics industry won’t
be among the businesses attracted to the region.
“Yes, the plastics industry tends to locate close
to customers but that is on a regional basis,”
Carteaux remarks. “Anecdotally at least, large
companies that use a lot of resin are already saying that having a cracker in that area would make
them look more closely at locating there.”
Carteaux refers to his members as the companies
that turn “pellets into products,” pointing out that
the majority are businesses that process pellets
into material that finished product fabricators use.
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These include the categories of converters and
compounders, which add color or other properties
and convert the pellets into forms like film or sheet
that can be molded, formed or extruded. There are
thousands of these businesses within a 400-mile
radius of Monaca (and Dilles Bottom). Most are
small but there are a number that are large enough
volume producers that the location of their supply
is important.
“I have one member that will use five billion
pounds of resin in a year. You can imagine the
shipping expense,” Carteaux explains. “Large
converters on the packaging side will look at
locating near that [Shell] plant. Processors that
make film and film-related products go through
tons and tons of plastic resin.”
PLASTICS is also tracking projects that have
been announced and Carteaux’s evidence is
not entirely anecdotal. According to PLASTICS,
more than 600 projects have been announced
in 40 U.S. states by processors. More than 40
projects have been proposed in states with high
concentrations of processors, like Michigan, Ohio
and Indiana. Texas is the site of about 40 projects.
Carteaux says the number of projects announced
in Pennsylvania is approaching 20.
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A PROVEN TEAM.
A DIFFERENT APPROACH.
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from a broad range of
professionals across our
organization. In a partnership,
focused on your strategic business
objectives, we deliver intelligent,
best-in-class solutions that add
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advantage for your enterprise
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commercial real
estate services firm in
North America.
www.avisonyoung.com

4 PPG Place| Suite 300 | Pittsburgh, PA 15222 | T 412.944.2130

After the processing companies, attracting other
large plastics companies will be a matter of being
in the right place when they feel the need to
build. This will include companies that are based
overseas, where feedstock prices are higher.
Flemming Bjoernslev is the former CEO of
Lanxess and now a senior advisor to the North
American chemicals industry. He was a panelist
at the Urban Land Institute’s “Emerging Trends in
Real Estate” event on December 7 and spoke for
a few minutes about the impact of Shell’s plant.
Bjoernslev also pointed to the plastics industry
as being the prime candidate for downstream
development after Shell’s polyethylene facility
becomes operational. When asked further about
the prediction, Bjoernslev clarified his comments.
“It’s an intriguing question because that’s what
this region wants to know and what the chemical
industry also wants to know. But the people who
will be driving the activity and decisions won’t
be sitting in Pittsburgh,” he notes. “If a plastics
manufacturer that uses polyethylene as a raw
material looks at where to put the next factory,
the next capacity, it will look at where the supply
is, where the cheap energy is, but also where its
customers are. I have no proof of who that might
be but my assumption is that the rationale will be
the same as Shell’s.”
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The map illustrates the size of the opportunity for Shell. Some 17,400 petrochemical manufacturers are located within 400 miles of the Monaca site.
Photo by Pittsburgh Regional Alliance.

“The rule of thumb is if there is a company downstream using
polyethylene pellets as a raw material and it’s within 400 or 500
miles, it won’t relocate unless it is looking to expand and it’s
landlocked,” explains Jeff Logan, president of the Pennsylvania
Chemical Industry Council. “Then it would look at moving close
to Shell’s plant.”
There is no shortage of companies downstream from polyethylene manufacturing within the proximity Logan describes.
According to data gathered by the Allegheny Conference on
Community Development, there are 8,147 companies in the
business of plastic converting or compounding within 400 miles
of Beaver County. These kinds of plastics businesses, along with
other plastics-related chemical companies, will be the end user
of Shell’s products (although Shell will not likely be shipping
directly to any of them).

28 www.mbawpa.org

Likewise, there is an established supply chain for the plastics
industry within 400 miles. Unlike with downstream polyethylene
users, suppliers to Shell or other crackers can gain a significant
advantage by being closer to the plants. Logan doesn’t believe
that alone will spark an influx of suppliers to the region.
“Since there is already so much existing industry around this
region, the opportunity is really in strengthening the supply
chain for expansion or optimization,” he says.
Here again, however, Gradman disagrees with the focus on the
last step of the supply chain. Drawing another parallel to the
gas exploration, Gradman believes the foundation of a new
industry here will draw companies to locate offices in Western
PA in the same way that the supply chain for drilling was drawn to
Southpointe or the I-70 corridor. That includes plastics research
and development departments, testing companies, additive and
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CONTRACT BONDS

catalyst manufacturers, industrial maintenance
contractors, industrial parts companies, and businesses in the ethylene chain.

COMMERCIAL BONDS
SMALL BUSINESS BONDS

“Everybody from Houston in the gas industry now
has a Pittsburgh office,” he notes. “I expect the
same thing will happen in this industry.”
Gradman also sees potential for firms that aren’t
necessarily downstream from Shell or other
polyethylene suppliers but are plastics companies
with products that are in the supply chain for other
industries that are thriving in Pittsburgh.
“There is an opportunity for smaller plastic component manufacturers that want to be close to
other industries – like robotics or healthcare – that
are growing in Pittsburgh,” he says.

You need consistent capacity and underwriting. You
want consistent service. Liberty Mutual Surety™
provides both. We listen. We respond. We work with
you and your agent to build ﬂexible, responsible
bonding solutions. We’re proud to be a leading
surety in the United States, thanks to the strength of
our relationships.
Learn more at libertymutualsurety.com.

THE OBSTACLES THAT REMAIN
In 2014, the Southwest Pennsylvania Commission
received a grant to study the site location and
mobility needs of the emerging industries in the
region so that areas of strength and weakness could
be identified and improved. The site location study
focused on finding properties with characteristics
that met six priorities:
•

A minimum site size of 50 available acres
(with larger sites preferable depending on
the intended downstream use)

•

Interstate access within 15 minutes

•

Rail access on site or within a quarter mile of
active rail

•

Direct site access to a river

•

Prior use as heavy industrial and/or petrochemical site

•

Existing zoning that allows or promotes
industrial use

Liberty Mutual Surety™
Christopher Pavone
One North Shore Center
12 Federal St., Suite 310
Pittsburgh, PA 15212
412-995-6988

Filtering some 500 sites from Pittsburgh Prospector
and PA Site Search systems, the task force found
26 that met some of the criteria above. Given that
not all downstream or supply chain users would
require all six characteristics to make a positive
decision, this group of sites is an adequate inventory of options for at least some of the businesses
that would be attracted to the opportunities that
Shell and PTT plants represent; however, many of
the sites would still require infrastructure investment to improve their competitiveness.
The bad news that fell out of the study was that
only three sites emerged that met all of the
criteria and one of those – the Horsehead site
in Monaca – was already off the market. The
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others were the sites owned by C. J. Betters in Aliquippa (BetTech I and II, Aliquippa Industrial Park) and the Mon Valley
Industrial Park.
There are efforts underway to identify other sites - perhaps sites
that simply weren’t on the market in 2014 and 2015 – and to
make public and private investments to make the 26 sites more
attractive. Little can be done to improve any site’s proximity to
infrastructure, however, and so other land opportunities must be
found to expand the inventory. One category of industrial site
offers promise as potential heavy manufacturing locations.
Former coal-fired power plants are located on rivers and nearly
all have rail access on or near the plant. Current emission standards and environmental regulations have forced most of these
plants to be shuttered and the emergence of smaller gas-fired
combined cycle power plants means that the generating capacity
of the coal-fired plants will be replaced. Roughly eight such coalfired plants are within the 14-county Southwestern PA footprint,
meaning that the inventory of heavy manufacturing sites could
triple within the decade if an intentional program of repurposing
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these plants was undertaken. The proposed PTT project in Dilles
Bottom is located on a former First Energy plant site. For several
reasons, these sites are generally accepted as industrial sites by
the communities that surround them. New industrial use could
be made of an existing brownfield, much as Shell is doing with
the toxic Horsehead Corp. zinc plant in Monaca.
For private developers looking for help to create new sites
there are at least two significant options. One is the Power of
32 Site Development Fund, a patient low-interest loan source
spearheaded by the Allegheny Conference on Community
Development and managed by Callay Capital. The Power of 32
fund seeks developers with sites in a 32-county footprint in the
Tri-state area. With about $49 million in funding commitments,
Power of 32 has done one deal in West Virginia and is reviewing
others that are proposed.
The Commonwealth of Pennsylvania created a $75 million fund
that is generally intended to aid in the development of sites as
a response to the petrochemical and energy industries expansion. One legitimate concern about such a fund is the criteria for

The heart of the facility will be the multiple polyethylene
units, which will require tens of millions in ongoing maintenance and upgrading. Illustration courtesy Shell Chemicals.
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distribution and selection of projects. Few, if any, public funds
are administered without political considerations. And with 40
percent of the state’s voters located in the metropolitan Philadelphia area, it would be naïve to expect that more of the funds
would be directed to the western part of the state, even if the
opportunity lies mainly in the west.
That political was one of the reasons Katie Klaber formed the
Tri-State Infrastructure Council, a one-year, privately-sponsored
project to identify gaps in the infrastructure and transportation
systems and make recommendations for fixing them.
“I saw how quickly Philadelphia had mobilized its efforts to
promote Philly as the best place for investment,” Klaber recalls.
She says after the gap analysis her group will make suggestions
for how any infrastructure funding should be allocated. “In the
spring, we’ll set three to five priorities that but for improvements
will mean that the Tri-state area won’t get some of the downstream development.”
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a significant employment opportunity that the industry is trying
to promote. The regional skills marketing being done by the
Allegheny Conference to help meet the projected workforce
gap in Pittsburgh during the same time period dovetails with the
promotion efforts of the petrochemical industry.
Projects like the crackers in development are magnets for such
recruiting. These positions pay $60,000 per year and up. Many
of the 600 permanent jobs at the Shell facility will fall into this
category, making that plant a catalyst for a larger wave of workers. Like with the inventory of sites, the ability to attract a larger
wave of workers will be a key to the development of an industry
in Western PA, not just the staffing of a plant. One optimistic
conclusion that can be drawn from Shell’s final investment decision (and PTT’s should it be made soon) is that the petrochemical
industry is confident that workforce attraction and plant site
development will happen. That confidence may prove to be the
most important long-term benefit of the Shell project.

Adequate workforce is the other major concern of the petrochemical industry that will be difficult to predict and control.

PATIENT RETURNS

Some of the workforce problem is structural. Throughout the
petrochemical industry, key positions in plants are staffed by
workers with technical skills that are nearing the end of their
careers. These positions monitor and maintain the plants themselves and the education needed is a two-year technical degree.
But like with many careers, these kinds of technical jobs have not
been adequately recruited for a generation, leaving the average
age of process technicians and industrial machine mechanics at
58. Industry estimates are that 29,000 such workers will retire
by 2025 and 5,000 new positions will be created. That offers

At this time next year roughly 1,000 workers will be reporting
to the Shell jobsite daily as the construction of the plant heats
up. Within two years that number will swell by five or six times.
There will be significant commercial opportunities that arise just
from the economic multiplier of that many well-paid construction
workers. Restaurants and stores will see sales swell. Hotel rooms
will fill up. Companies selling tools and construction consumables will have some great years. And the activity will have an
immeasurable impact on other corners of the economy that will
be less noticeable.

White low-density polyethylene pellets similar to
what will be produced by Shell Chemicals in Monaca.
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“During the upstream [natural gas] development one of the frustrating things was seeing progress happening that never made
the front page of the paper or moved a politician,” recalls Klaber,
who headed the Marcellus Shale Coalition at that time. “You
didn’t see the engineering company that hired more people
instead of staying the same size or the law firm that added more
lawyers who practiced oil and gas law.”
It’s what comes after these next four or five years that will make
this seemingly endless dance with the petrochemical industry
seem worth the wait. But it’s worth noting that the waiting isn’t
going to end at that point. It’s clear that there will be as much
economic benefit from being home to a couple of steam crackers in the 2030s as will be derived in the 2020s. For those looking
to find the dark cloud in the silver lining, contracts for work just
let still include provisions for an agreement to build the scope
of work and an agreement about what happens if Shell changes
its mind about completing the project. This is a company that
walked away from an $8 billion Alaskan capital investment when
it was $7 billion into it.
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industry have a long horizon. The experience with Shell’s due
diligence at the Horsehead site (which isn’t completely done yet)
should provide guidance about how others in the industry will
evaluate and respond to the existence of petrochemical capacity
located on the Ohio.
In one of its public communications about the decision to defer
plans for its cracker in Parkersburg, Braskem noted that “We’re
not building a plant; we’re building an industry.” The former
takes years. The latter takes decades. It took 30 years to transform Pittsburgh’s economy from depending on one industry to
being a hotbed for many. Landing Shell’s cracker was an important win for Western PA. It’s going to take time to see how that
win plays out. BG

The differences between an oil exploration project in the Arctic
and an ethane-to-polyethylene manufacturing facility are nightand-day, however. What is being hatched along the Ohio River
is the start of a new industry’s investment in an old industry’s
graveyard. Underpinning this development is still the surprising
abundance of natural gas that has several other compelling uses
that aren’t going away soon. For businesses in
that footprint, the challenge is to make plans
with the same patience and long horizon as
the petrochemical industry.
It has been a long winter for the petrochemical industry that doesn’t have a clear end
in sight but the outlook for basic chemicals
– one of which is ethylene – is improving.
The American Chemical Council forecasts
3.5 percent growth in basic chemical sales in
2017, which should mark the beginning of a
recovery. At least one observer sees Shell’s
investments as part of the next wave.

The right environment
for business growth.
•Route 30 Corridor
•Signaled Intersection
•At the Gateway to the Commercial District
•Request for Proposals Coming in First Quarter 2017

“Shell is coming with three polyethylene plants
when it sold all of its polyethylene capital in
2005,” notes Bjoernslev. “That shows they are
confident of making a return on investment
from this facility.”
Pittsburgh’s business community should also
be confident about the return on the investments they will make to respond to the new
industries coming to Western PA. But like with
retirement investing, businesses should exercise patience in counting those returns. It’s
clear that the supply and demand dynamics
of the chemicals industry at the moment don’t
favor manufacturers, so looking for a headlong
rush of industrial capacity relocation to the Tristate area is foolish. At the same time, history
shows that the decisions in the petrochemical
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