








Chemical companies want to produce more advanced
products in Canada. But a pipeline infrastructure is not
currently in place to support exporting those advanced
products in place of the raw materials. While there are
pipelines to move raw bitumen to the United States, the
main pipelines for more advanced oil products run east
—west in the United States and not south from Canada.
The only north-south product pipelines are along the
East Coast and those that flow north from the Gulf of
Mexico. This greatly limits the potential markets for
Canadian chemical producers. Similarly, new pipelines
to the Canadian west coast could help increase access to
Asia—Pacific and other offshore markets for producers at
all levels of the energy value chain.

The problem is not just in Alberta and Western Canada.
While access to off-gases from the oil sands can provide
feedstock for Western Canada’s chemical industry, 35
per cent of Canada’s chemical manufacturing is located
in Ontario. Eastern Canada’s refineries are being closed
and Ontario chemical manufacturers are in urgent
need of adequate and new sources of supply for their
raw materials.

Fortunately, there are a few bright spots. Shale gas is
revitalizing areas where resources had previously been
thought depleted or close to it. Gas from Marcellus shale,
located beneath upstate New York and Pennsylvania for
example, have the potential to provide vast new sources
of supply to refiners and chemical manufacturers in
Ontario. Until recently, there was thought to be only
limited gas supplies in this region. The Horn River will
be able to provide new sources of feedstock to firms
in Alberta and the rest of Western Canada as well as
to provide for new export opportunities. Access to
these new sources of feedstock supply will be vital to
growing the chemical industry, in particular. They are
“game changing” resource opportunities that will help
us to meet North America’s dual challenges of energy
security and climate change.

Another infrastructure issue for manufacturers in many
parts of Canada, particularly in Ontario, is the increasing
cost of electricity, much of which is due to government
policy. Governments must understand the impact on
the manufacturing sector of choosing a policy that will
result in higher electricity costs. For example, the high
feed-in tariffs for wind and solar-power generation in
Ontario will drive up the price of energy for all users.

Choosing how electricity is generated for political reasons
has real, and often negative, consequences on all types
of manufacturing. While the Canadian Chamber of
Commerce is on record as supporting a price on carbon
dioxide emissions—which will almost certainly raise
the price of energy—that price should be applied in
a non-discriminatory fashion to all forms of energy.
Governments should avoid excessive subsidies to
politically preferred forms of energy that hide the true
cost of producing that energy.

There is a great deal of opportunity for the development
of renewable energy in many parts of Canada, but along
with the implementation of a regional energy approach,
there is also a need to invest in a cross-Canada electricity
transmission infrastructure to ensure that green power
can be delivered to market. This requires smart infrastructure
that addresses the intermittent nature of renewable energy
sources. Developing critical power infrastructure will
contribute to meeting renewable energy generation goals
and reducing greenhouse gas emissions.

RECOMMENDATION:

Invest in smart electricity infrastructure and improve

the east-west linkages across Canada.
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POWERING UP CANADIAN PROSPERITY

Need for skilled labour

The energy sector requires a labour force with a broad
range of specialized skills. It is important Canada be able
to attract the best and the brightest with competitive
labour rates. Rapid growth, especially in the oil sands,
and the aging Canadian workforce, has created a highly
competitive labour market that has resulted in shortages
of good people. During the boom in Alberta, it was clear
that the lack of human resources drove up the cost of
labour to unsustainable levels and scared off investors.
As other advanced-processing industries grow out of
the energy sector, the need for skilled labour will increase
even more.

Governments, especially provincial, territorial and regional
governments, can assist in increasing the base of skilled
workers by encouraging related companies to come
together in a cluster to provide a premium work destination

for workers from around the world. (An example of this is
the nuclear engineering cluster east of Toronto.)

Labour is also becoming more mobile, and people will
travel to places with the most opportunities and the highest
quality of life. We must remember Canada is not the only
place in the world that is experiencing a skilled-labour
shortage. We need to ensure that Canada is a preferred
destination for workers.

In many cases, very specialized skills are needed. For
example, nuclearreactor design and construction provides
jobs for nuclear engineers. Encouraging clusters of related
expertise will help keep skilled workers and researchers
in Canada instead of leaving to work in other more
supportive jurisdictions.

To ensure the mobility of labour, we need a cross-Canada
agreement to recognize credentials. The Trade, Investment
and Labour Mobility Agreement between Alberta and British
Columbia that came into effect in 2009 is a good start and we
would encourage all provinces and territories to work toward
a nationwide agreement that includes all Canadians.

RECOMMENDATION:

Encourage the development of energy-sector clusters
and ensure that cluster areas have adequate community
infrastructure (schools, roads, and soon) to support
their growth.

RECOMMENDATION:

Develop a cross-Canada agreement to recognize cre-
dentials for skilled workers.
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Incentives and the investment climate

When companies consider where they will invest,
Canada competes with a number of countries around
the world and, for North American investments, almost
always with the United States. All of the issues raised
by this report are considered by investors when they
compare potential plant sites for new projects.

Most of our energy trade is with the United States.
Diversification of our export markets, especially for
oil and gas, can help ensure diverse long-term access
to markets for Canadian products. For example, while
continuing to build our position in the North American
market, there are opportunities in the Asia—Pacific
region that could increase our customer base and help
to insulate ourselves from sharp drops in demand in the
United States. Similarly, by diversifying the available
Canadian product lines beyond primary resources into
more advanced chemical products, we will be creating
opportunities to move into new markets. Our approach
to markets for the energy industry and its entire value
chain should be unfettered and global.

Governments must commit to develop policies that en-
courage the growth of the primary production of energy
in Canada and that add further value through resource
upgrading and chemical manufacturing. Integrating the
entire value chain into a strategy for sustainable growth
will lead to broader economic diversification.

There are similar manufacturing opportunities in other
parts of the energy sector. Utilities will need to build new
nuclear reactors. Renewable energy producers will need
new machinery. Unfortunately, the manufacturing sector
struggles with both high energy costs—particularly
electricity—and competition from emerging countries.

The investment climate depends on all of the issues
discussed above. Government decisions around
regulations, incentives, skilled labour, infrastructure and
market predictability are all elements that companies
consider when they are investigating where to invest.
It is equally important to recognize that there are many
investments underway and that governments must
ensure that efforts to attract new investments do not
have a negative impact on the existing players.

Governments can make a difference by supporting
business collaboration on energy and energy-related
projects. The magnitude of investment required to start
a new project is much more than many companies, even
the largest, are capable of providing. This is especially
true for small- and medium-sized businesses (SMESs).
Governments can provide assistance in bringing
companies together to jointly create new industries
and projects.

Governments play a key role in providing an attractive

business climate. It is then up to the market-driven
private sector to find the opportunities.

RECOMMENDATION:

Provide advice and assistance to potential investors in
the energy sector—particularly SMEs—to help them
collaborate on large projects.
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POWERING UP CANADIAN PROSPERITY

CONCLUSION

Energy is Canada’s strategic advantage and encouraging the development of the energy
sector and its entire value chain will leverage its vast resource base, providing even greater
benefits for all Canadians. While much of the work will need to be done by the private
sector, there is a role for governments across the country to play. The Canadian Chamber of
Commerce recommends they pursue this role vigorously.

RECOMMENDATION:

The entire energy-sector value chain must be
considered when developing policies, including the
development of an overall national strategy.

For further information, please contact:
Scott Campbell | Director, Environment and Energy Policy | 416.868.6415 (228) | scampbell@chamber.ca
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