v 4. DECLASSIFIZD = REFLASS ‘.,b
EXTERNAL AFFAIRS = AFFAIRES EXTER

lbersa nas done nocthg to mudlfy the ptovxnutal tcval:y chargas on
petrbcheuical tccds:ocks :o help Lts induszry. Provincial royalcies cn
oil and gas represent about 304 oE the well—head prices oE cthese
')ua:eria's. Recencly Alberca anncunced assls:ance to Alberca Gas gthylene
(AUR) thac uill ex:cnd to that compdny the advancages of wichin Alber:a
PEY pr;ciny anoyLd by other Alberta producers and help overcome the
‘n:hanc prlriug problems :hat resulted tn a chree aon:h shutdcun in 195_.

e) ‘Other factors

) Lven when the devalnplng caunttles rich in otil aund gas enter chc
worldwide pu::ochemtcal mereLplage in a siknittcan: uay, Canada will have
an advantage iu ‘being tebdtdhd 4s a secure, dlversified soucrce of supply
to other Mounc:tcs. Cannda s reputation as having a stable 4nd creliable
‘business cavicoument {s certaidly a large advantage in teras of
iuterndc‘onal markecing. This repucacxun is based un uandda s hlstotiu
puthLCﬂl s.abxltcy and matuce Lntra;cruc:urg.

EVOLVING ENVIRONMENT

1984 was the thira year in a row ln uhich the industry showed before tax
losses axceedtng 200 million., Once :ha anes:menc has been made, however, a
company will opera:u as, lonb as ic is makinb some ‘contribucion to its fixed
-usca even it ic . is not uovertug l:s EuLl coscs., ‘Ln the case of AGE, the
Lchylunb Pua:omgrs have take oc pay contracts that dictace that they concinue

* to operate even Lf they ace losing money.

.

SuVLtL nvcrLdpnrlty s:lll u!LsLs in chc world and uncil demand improves,

’aL'oalng tuc price Lnuteases, profitabilicy in the Canadian Lndus:rv will

atinue to be unau:lsfac:ory. Lt is expected that it will be cthe late LY8u's
- hetoge horlc iupply/demand COEEﬂ mure into balanca.

The U. Culf COast £s uwow the ﬂinxmum cost producer and price setter on
pccruchtmigals- Decon:rol ot nacural gas pricing in 'the U.S. ia 1953 oay
result {n iacreases in petrocnemical teedstock costs in'che U.S. pucting
upward pressure on pecrochemical prices.. The flrs: half of LY8Y, however, has
shuwu no sign of ;his}hgppening;;

New capacxcy will be :equlred uorldwide by the lace l950 s and with che
correct investment clxnace aud .ecdecouk priciab,yaome of this fnvestment
coula coae to Canada. htnce it takes 3-4 years be:ueen the decision to build
and planc s:artup, these lnvestnenn decistons aust be taken soon. Unless
existing, prouu«vts are protitnhle cnuv are unlikely to comait to
adﬂltloual .urhe Ldpltal anes:munns. B

Pur the ,as bdaud SECCUC, thLh already repre:;n:s :he ma jor part of the

exis:;ng Ladus:ry and has che pncential fut further growth,
macket tesponsxve priang anu the uptront fiscal bucrden.

the key issues ace

The Alberta border
price noncept, s applicd, prevents gas prices (coun ad justing 2o teticet

incernationai vonditions. Hven within Alberta where contrace prices have Heen
negotiated, tnp basis for the coatrace price is ofcen the inflexible bourder




