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T3 RNAL AFFAIRS = AFFAIRESERTERIEURES
in dcrober L¥80:  "0f1 prtcing policy should translate Caradz

r=lurzve :Lrenr'n in oil and o:her energy in:o a competitive advan.d e £O°C
tanadian {ndustries through_prices that are below those prevailing in

_other industrial countries”. "Lt was on this basis that che iaduscry
:omsicted Sb billion of investments between 1974 and 1Y&U.

Ally;his L“anhcd with the lemorandum of kgreemenn on Znergy Pricing

and Taxation ¢{ {4DA) between the Governments of Canada and &lber:a

(Seprember, LY81; in which no mention was made of the 854 price cap on
Canadfan oil prices. The MOA did fix gas prices at 653 ot the eneryy
»ﬂuivalbnc price of oLL, at Torontu, but tc also added new taxes and othzr,
chiacges on both oll and gus, while coutinuing a regulated prlulng regize

for oil. The wocldwide recession of 1982 resulted. in eaergy prices

tailing elsevhece {n the worid while Canadlian prices continded to
{ncrease. R

" As a cesult, the ofl based industry lost the {eedstock price
advantage thar [t had enjoyed reliative to Lts iuternational cocpetiticn,

-while che advantage that the gas sector enjoyed was greacly reduced $cow

tive icvel anticipated when the invesiments were commicted. =

The Industry Task Force Lhat reported to government in Februacy iysi
aiade sevecal Ecrﬂmdhndﬂttbﬂﬂ on enecygy pricing and taxation changes
dissipned Lo make Ganadian pxx»ln5 more warket responsivw and to reduce

.upt conz taxation. ‘The 5overnanL response of June iY8« did not implezment

uuch rucommcndactons.

When tne prqvt<ions ol the Wesceen Accord of Macch 198> are fully
imnl¢m9ntcd nost of the lnduslfy B rucuu&;ndatlnns on cnecgy issues wil
Lave ann ‘cc.

Provincial:
} :Wos: nt :hu new pncroch;mlunl inves::un: by the industcy has beea
lucaced in Alber:a, based on that provinue s large reserves of natural

PUS.

Pecrochenicals were iduencitied by Albercta as a sector that would help

‘jlt achieve ptovnncial goals of iconvamic Diversiticacion, L.e. co become

less dupenden: upon the sale ot unprocessed resources bo:h renewable

k\abrluul:ure, aud non—reucuablc woil dﬂd gas).

'no‘onher incentives were pruvided to the LnduSch' in facc, the
p:nviuci L "scepping out” pnlxcy that required new plants to locate de\
{roa large wmetropolitan areas vesulted in significant ;apl:al cost
puralties. ‘lhese additinual cosis plus the freight eost penalty in havias
Lo serve cﬁpor: warkets (row laadlocked Alberta were expected, by

Ccoapanies inVes:ing in dlherta. o be ottsec by a4 teedstock cust

Jivantage. .us: at Lhis Jdletlke was lost tn Y52 buc is expecced to
Tstuen b ~ng lnte,lgbu s worid gncrgy rrlc;s inLlUJae. ’



