
1.    You have been engaged by Prhne B诳 iⅡister1Iarper aⅡ d P'eⅡⅡer

Redford as thorjoiⅡ t ecoⅡomk ad￠ ser to consult with them on

strategieo to address the iⅡ Ⅱnediate soCio冖 econoⅡlic,aⅡd probable

poⅡticaI fallou1presented by the。 urrent price dⅡⅡerential for AIberta

oiI as weⅡ  as the new reaⅡ ty-aⅡ abuηdance of natural gasin North

AⅡnerica as a consequence of new technologies a1Ioη闪「iⅡg for the

ecoⅡomk extractoⅡ ofshale gas。 Importa刂ly,the Prime MⅡister and

Premier expect y。 ur recQmmendatio叩 will pfomote sustainabIe grρ wth,

aⅡd coⅡ sequ。ⅡtIy,1Ⅱ ini1nize t廴 e boom亠 andˉbust scmlariosthat have

plagued the AIberta ecoⅡ omy oveF theIast half ceⅡ tury amd that today

are expected to impact1nost Canadiams。

Your recommendations oⅡ strategies should draw upon lessonslearⅡ t

from the cases aⅡ d readings C。 e.,the Course sylIab。 s,duriⅡg⒍mⅡar

social aⅡd econoⅡlic disruptioⅡ s。 YOu should also coⅡsider the roIO of
′
foreign direct iⅡvest■meⅡt(FDI)ii the Canadian economy,and the roIe

of private冖 pubⅡc partⅡershⅡs to f1naⅡ ce aⅡy capital¨ iⅡteⅡsive

strategies。  You1Ⅱight aIso want to coⅡ sider whether the ameⅡ dmeⅡt to

the British North American Act giving the westerⅡ proviⅡ ces comtrol

over their naturaI resources should be renegρ tiated and oⅡ what

grounds。

You may draw fron1other1nateriaIs preseⅡ ted iⅡ the Iecture sⅡ des

and/or other relevaⅡ△￡actual kⅡ owledge aⅡd awareness about the issues

you Inay have。
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A squared-offconcrcte shc11s⒒ s in a frOzen丘eld,a short distancc丘 om IIighway63nortll ofFOrt

卜ΙcMuⅡay。 It was to be thc flrst buⅡ d虹⒎g block ofthe$11,6-bⅡ hon Voyagcur oⅡ sands upgradcr

lAn up卧斌 Cr k a facility that upgrades utuuen Ox“ a heavy ol)into synthctic crudc ol。 ],
whicll was taking shape in zOOB as伍 el脱 c哎 mcgapr句 ect to i硇 ect adrcnalin into叩 Albc⒒a

cconomy伍 at was alrcady Ⅱding hgh on⒒ s good fortlmc。

Energy

A hardccadc latcr,伍e conGrctc she11抵 stⅢ tllcre,but负 。Cbull忆nce kCstful cntllu“ 邓m]is long

gone.Th“ weck,Suncor Energy hc。 ,the(冫 i1sands涯 :iant that oas p盯 mered wim T。 tal sA to

build Ⅴoyagcur,took a$1.5-bi11ion wI△ tedown on the pr叼 cct-now atimmincnt Ⅱsk of

canccllation。

The grcy s1ab has a11the subtlety ofa giant tombstonc.“ It has bccn a deprcssing dcrelict standing

there for years now,” says Waync PⅡ ns,provincia1director for thc Ch吐 stian Labour Association

ofCanada(CLAC),rCprcsenting vast numbers ofol sallds workcrs,wh° once saw Voyageur as

the nextticket on the end1css train of1ong-teΠ n prosperous emplovmcnt·

Thc fodom shc11synbo⒒zes thc ho11owing out ofAlberta’ s hopes and dreams,as⒒ confronts a扭

energy marketthat has tumcd dralnatica11y ag缸 nst⒒。It is a signal ofhow fast Alberta has fallen,

as止 tL】mbles back to、伍e pack ofprovinccs with scvcre丘sGal challengcs.The provincial

gover1me11t hasjust seen$6-bⅢ on wⅡ edof⒒ s revc11ucs as a rcsult ofdcdhing resowGc
incomc-equivalent to the province’ s annual education budget.

A1berta has,in the pas1sCCn salVation cOme in dramatic fom∶ h1999,h pu⒒ ed in$2.4-bⅡ hon
in rcsource revenucs。 Two years later,$1o.6~bⅡ 1ion caFnc c1atteⅡ ng h止o a province dhat was

hding a⒒ sc in n引 v砭d gas pHces。

Butthe window appcars to bc rapidly closing on Albcrta’ s dccadc-Iong rt【 n,and its drea1n of

bei丑g th。 cconomiC dⅡ Ver of Canada in thc21st century.It rnay si‘ 罗△扭thc end ofthe Alberta

Advantage that has shifted thc economic balance ofthc country wes11、 i:1`ard。 And if ontano is on

the ropes,and Alberta is wobb1y,who v"111ead the country’ s growth?

A1berta has bccn herc beforc,atthe taⅡ  end ofcnergy-fuc11ed b。。ms伍at rnadc its pcople very
wcalthy,buttaught very lhle about b“ lding st扔 le prospcHty。 Now,⒒ appcars to be ent∝ 血ga
longcr pcⅡ 0d ofmoro profound declinρ ,rdnd9oncc ag缸 n,⒒ is caught Llnprepared.

“
△
’
s alnazing how fast⒒ a111noved,’

’
says David E血 erson,1hc fonmcr fcdera1cabinet mhister

who is now a corporate dircctor and poⅡ cy thinker。 Ḧe wasp剐d of a rccenttask forcc that was

charting a ncw and alnbitious cconomic stratcgy￡ or the province_and he nOw has doubts about

the fate ofthat policy road rnap。

Mr,Emcrson and othcr ccOnonⅡ c obseⅣ ers wcrc startlcd by a cascade ofdevclopments,1ed by

1ast fa11’ s proJeGtions by the Intemationa1Encrgy Agency(IE丿⑴ 伍at伍e United states,the
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province’sm句or markct,will surge to energy sclf-sufflocllcy by2035,prooelled by the
country’ s sha1e oil and gas boom。

As”eU.s.markct becomcs more dauIlting,plans for ol∮pelines to galn acccss to grOw晰
markets1旦 Asia rncct dctc血 ned rcsistance,with ally prospccts￡ or new prQJccts strctChing out a

0e0adC,ifever.The province scα ⒒s fatcd tO face GOlltinuing steep pⅡ 00-iso。unls,ao a captive in
an oⅡ -g11Ittcd North AmeⅡGan1narket.Thcrc is no nationa19ons∞ sus on balancihg° il sands

grow伍 and thc cnviroFlmcnt,an-natur甜 gas pⅡces are in仇 ct征呔for thc foicsc。able futLlre,as
new supply且°°dsthe m驴 ket.

The bottom Ⅱnc∶ Being thc world’ s third-lε rgest storcholsC ofproyen oⅡ  rcscrvcs is not quite so

attractivc when you face a$25to$42disGOunt on every barrel you send into the world。

This new rcoⅡ ty rnay havc0nc positive aspect_a reb狃 ancing ofthc national conversation,as

rcⅡcctcd in1ast wcck’ s rneeting ofthe preⅡⅡcrs ofAlberta and ontano。 Ifthey had mct six

months ago,伍 etone w。uld havc bccn vcry different∶ Ont盯o might havc scoldcd Albe⒒ a about

thc paln ofa pctro-chargcd do11ar;Albcrta cOuld haⅤ c issued a rcJoinder on the oⅡ sands’ g1fts to

伍e national GDP.

But Alberta Premier Alison Rcdford and ont盯 io’ s prcmie⒈de“ gnatc Kathlccn WyⅡ⒑
cOr1m1Il△1CatCd a sense ofbeing partncrs in pE1丿 in,two rclativcly new leaders saddlcd with

cXCmciating flscal pressurcs,and inmsed wim a dcsircto lem from cach o伍 er’ s troublcs.old

dcbatcs ovcr“ Dutch disease’
’
1bclow]and climate changc have not dis叩 pcarcσ,but伍ey arc

oVershadoWed by a shared flscal dileIlma.

h a Toronto spcech,lPremier Redford]cmphasized,once again,伍 at aIl Canadians have a lot
riding on Albertrs ec。 nomic nture.A1ong-tem struct1ral decline in the energy industrv woul-

touoh cvcry伍ing hm rc要 onal equa1izatio殂 p叼ments tojobs for1mdcremploy。d Workers from
other regions。

This wcck,federal Finance M而 stcr Jim Fl洫 e⒒y exprcsscd∞nccm about伍e impact ofoi1pⅡ ce
WoCs on his own budgct pl饣ⅡⅡⅡng¨ L̈ikc it or not,Canadians’ standard of Ⅱving is directly linkcd

to Alberta’ s success in sclling⒒ s onergy to伍 c rcst ofthc world.

‘
×Danadians have not developed an acutc appreciadon ofthe extcntto which ouF flsGa1situation is

dcpcndcnt on the Albcrta groη 吒h faCtor and the natwal resowcc rcvcnucs,’’1诳r.Emerson says.

He is particularly awarc ofwhat’ s at st^ke,ao pad ofa talc11ted c。 11ection ofpoⅡ cy wOnks w⒒ o
produced a bluepⅡ nt for how Albcrta could get offthe dzz“ ng roller coastcr of⒍ l and gas

cyclcs and propcl itsclftOward sustaihab1c ccononⅡ c growth。
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Thc Pre1nⅡ r’s Council for EGOnon1ic strategy∴。ch盯℃d apa伍 to dive1t rnorc ofthc province’ s

non-rcnewablc oⅡ and gas bounty to such things aβ 油 anced technologies,water renewa1and
o1ean energy.pivcr“丘Gation has always bccn all eⅡ ovC drcam in Albelta。∵Thc encrgy

eGonomy was booming and therc was time and moncy to putthiζ  strategy into placc.

Miohacl Percy,profcssor and past dcan ofthe Univcrsity ofAlbcrta business schoo1.¨ is rnost

alar1ned over负 e transportation bo悦 lenecks that isolE1-c Alberta from key markets,inc1uding the

Un⒒cd statcs.“ The IEA did say that every baJel ofoⅡ  produced in Albcrta Ⅵ注11be r。quired,it
just(lidn’ tsay how we would se11it,’ :he says。

Cap止al rnarkcts,particularly forcign invcstors,ccho this J[i「 ljlstra伍on.Cresccnt Po扭止Encrgy
Corp.,once an energy sector darling,has secn lJ.s。 investors fh11fron135to22pρ r ccnt ofits

sharcholder basc in thc past ycar。 C)i1sands compani。 s say si1nⅡ ar factors havc kcpt thcir stocks

depresscd,oⅥ泛ng in part to a coolness± ona south ofthc border that dates as far back as2009。

‘‘
There has been a loss of勤 ith h伍c cconomics伍at are bcing prcscntcd by thc produccrs
here,’

`r·

P巾elinC problcms te1argely to blamc。
‘‘
Thcy t11ir11【 we have a lot oftrapped ol up hcrc

in Alberta,’
’
∶∶。.‘
‘Theythnk wc’rejust on” c wrong cnd ofthe pi1冫 C· ThCy伍inlc[p五cCl

dⅢhcntiak arc absolLltcly going to maughter us。
”

ofcowse,any econoⅡⅡc fa11out阢ηn1he energy cⅡ sis could,in t订 ne,bc partly balanocd by

some rccovery of1manu阮 tur1ng in Ccntral Callada and d1e grow曲 oξ say,B.C。 and QuebCc
Ⅱ1ining or Newfound1and offshorc cnergy。 PrcFnier Redford talked ofthc potential for valuc-

added a涯;ricu1ttlrc,as we11as water and wind.But manlIfactuong,in particular,still faccs
cOmpctithe challcnges and&aws bene丘 ts阢m the Ⅱl and gas hdustry’ s spinoffs.Ano nonc of
thcse sectors is rcady,or largc cnough,to丘 11thc gap lcft by a stagnant energy scctor.

Saskatchewan,tllc Other cconom忆 &加erin thc We莎 ,必 ano伍cr cOmmodty-rcliant pro说 nce,
much Ⅱke Alberta。

To somc cxte酞,the sense ofvrgcncy is mdercut becausc the eConomic signals are still
contradictory.Out in the fleld,therc is Ⅱttlc eⅤ idcnce yct of a slowdown.In2012,the CLAC

rcpresented Fnore than10,000wofkersin thc Wood13uffal0rcgion wherc most ofthc oil sands is

locatcd.That was a ncw rccord,surpβ ssing the prcvious peak of8,600in2008.CLAC cxpcctsto

add a furthcr15pcr cent in2013。 Worker shortages are ac刂 tc cnough that NIr。 PⅡns sugg。 sts a

reporter℃ut dow11伍e pen and plck up a wrench.”

But e1scwhere,the signs ofa downtum have alroady appcared∶ Talismεm Energy Inc.is s1ashing

its offlce expcnditurcs this ycar by somc20per cent.Atleast some ofthat Ⅵ吐ll comeJ巳om
cuttingjobs,and rurllours ofimpcnding work forcc ctIts at o伍 er∞mpallies abound h Calgary.

And nOw,the CLAC’ s Mr.PⅡ ns acknowlcdges th献 thc sp。 ctrc° fVoyagcuris an onⅡnous onc.



‘
飞
’
s not altogc伍cr doom ⅢⅡ gloom,but⒒

’
s ccrt缸 nly a w盯碰ng”狨 a slow4own in the industry

in general isn’ t out ofth0cquation.”

What’s morc,Albe⒒ r§ track rcoord in managhg⒒ s bolIts of cconom忆 whplash k not
promising,In the past,when a boom wOu1d end,!here wou1d bc a rcso1vc that hard-hcadcd

reaⅡ sln would asscrtitsclfthe ncxt timc around。 It~never did.¨ ¨

。̈.reaⅡty h⒒ homein Octobe△ he says,、 vhen the noIⅡ lally nat differential beh〃 ccn thc pⅡce of
West Texas i11teⅡ nediate cmde and WOstcm Canadian heavy oⅡ  suddenly soared,slashing the

per barrel revcnuc ofAlberta producers.‘ 叮t crashcd in thc last9o days al△ d no one saw it

cOming'’

Thc resLI⒒ is a scvere cco卩 om忆 challenge,wⅡch,he says,might珏nally force Alberta to face
facts.‘:I sce uⅡ s蚀s an。 pporlunity.Wc were gc仗 ing so丘 and our cntit1ements wcrc gctting big.

Wc wcre fat,saucy and a″ ogant an-we had to hav。 ol1r ch缸n yanked。
”

Mr。 Emerson,who ran a Wcster11Camadian b砥 in thc stOIuIˉtossed1980s,also hopes for a ncw
rcalisn△ but he kmOws ingrE1Lined behaviol】rs arc hard to overGo1r11LC.And吐Ⅱs timc,Albcrta is

facing a1argc stmcturd a苟 t【stment as well as a cyclical downtum。 There跽 哎Ⅲ umct。 makc伍c
pol忆y movcs_and s∞H丘ces_to buⅡ d a post-hydrocarboh cconomy,hc bc1忆 ves,but“wc are a
Ⅱttle late in thc gme,and wc w。 re hot prepared】 or the changes toking place.”

1.  Dutch D沁ease oΙarch7山 lccturc)

>   L1economics,the】 Dutch disease is the apparcnt rclationship bctwccn th0increase in

exp1o讯 ation ofnatura1resρ
llI1ρρ。and a dccline in the rnanufacturlng s。 ctor:

> The mechanism诣 伍at an increase in revenues】 om natWalres。 wccs(or in且 ows of、
forc1gn aldJ wi11make a gIven nation、 cuⅡency strongcr comparcd to th钝 ofother nations

01a匝 fest in an exchange ratΘ ,resulting in the nators。伍er exports becomhg more
cxpcnsivc for othcr coun“ cs to buy,m犭刂king the manufactunng sector1css compctitive。

>  While⒒ Ⅱ1ost oRen rcfcrs to nⅢ ural resourcc discovery,⒒ can also rcfer to"any
devclopment伍狨rcsul“ in a!町 gc inⅡow offorcign四盯mcy,including a sharp surgC in
natural rcsource pⅡ。es,forc瑚彐△assistance,and Iorcign direct investmcnt’

’。

The tcIⅡ I was coincd in1977by饧纟Eco刀 o劂泌矽to dcscHbe the dccⅡnc ofthe rnanufactunng
sector in the Nctherlands aRcr the discovcry ofa largc natural gas fleld in1959.

2.   Additional infoIⅡ Iauon/assumptions                                       
·

I. Callada’ s cred⒒ rating is AAA;that of犰 e Un⒒ed statcs,AA。

Ⅱ。Assume cuⅡcI1tly tllc Canadan$and伍 c AmcⅡ can$arc at par。

IⅡ。Note Albcrta has thc lowcst pcrsonalincOmc tax rate in Canada prompung sornc

擢抖璃髁摞黯器:i胛乱‰ :i∶∶;:∶∶∶lI∶ i∶∶∶滞
茁和v舶呷
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IV.Canada presently has lower corporate tax rates than in thc LTnitcd Statcs.

?.  Referencing the a饣 刀ε幽泅刀/勿r,〃@DjJ纟 I托d悦srI/御s纟 (Auto Case,,

explaiⅡ,in sh0rt paragraph format:

a)  What possible changes could have occurred withiⅡ  the automotive

sector ifthe Reciproc⒒ y Agreement of1911had bOeⅡ  ratined?

b)  Whatc0anges did occur Ⅵ庄thin the automobⅡ e industry as the
result of The Robb Budget?

【Each subsectioⅡ 沁worth?%marks.Each reIevaⅡ t aⅡd accurate
point w⒒l be given a l/zp0iⅡ t。 l

3。  Multiple-choice IEach correCt aⅡ swer、 worth%mark。 l

Please circle your aⅡ swer choice。

1.h伍 e1asttwo decades ofthe枷 entie曲 ∞ntury,there was lcss than1mi11丨 on tons
of Ⅱckel discovered血 Callada.Dwing whch deGade,wcre thc m苟 or血ckel

discovenes rnadc in Canada?

a
·

b
·

p

Thc1950s;

Thc1890s;

Thc1940s;

The1920s;or

Thc1980s。
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2. hopoly’ existsA‘

whcn there is a single stlpphcr of a good or s⒂砬cc and

substitutes fOr伍 at good or seⅣ忆c;

whcn thcrc is a sing1e buyer of a good or sg阝 砬cc

thcrc盯 c no Ⅴiablc

and there is n0 other

su⒒ablO buycrs;            `

whcn a buyer or se11er has better infoⅡ nation about 伍e technology

employcd to produce a good or dc1iver a s∞ 刂ce;

whcI△ therc are many scllcrs producing highly differentiated goods or

deli、

`cⅡ
ng11igh1y df免 reⅡiated serv忆es;or

when thcrc are few suppⅡ crs ofa good or scrvice。

The pcⅡod1955-80was refeⅡ ed to,as the‘ buoyaI△ t ycars’ in Relent1ess Chan黑e.

Dunng this peⅡod, the flnancial cond⒒ ion ofhoo∶

improv9d for伍e pⅡcc of血 ckcl more tha1a doub1ed and its m苟 or ⅡckCl-

ore di忠 covcry in Thompson,⒈压allit。ba was in production;

was ncgatiVcly impactcd by long and cOstly stnkcs alnlost every thrce

yc已rs bccause it foilcd to rcncgotiate a contract wid△ its Canadian unions;

in particukr,伍 c1Jn⒒ed Stcclworkers ofAmcⅡ ca,w⒒ hout a s饭ke;

detehorated duc to its s廴罗1i丘cantinventory and debt carylng costs;

hvroved for伍 cp五 ce of rⅡckel rnore伍an tnp1ed,wOrldw记 e dcmand for

血ckel was哎 an d1-time Ⅱgh,and伍crc were sti11fcw glob破 produccrs;or

was negatively impactcd duc to伍 c fact hco’ s markct sharc dccreascd-y

appro蛀m触cly50%despite伍 e quadruplhg of伍 e pⅡ ce of“cke1.

4. Wllich ccOnoⅡ 1ic rnodcl bcst dcscobcs 伍c Canadian economy today∶

a free rnarket economy;

a lnerc缸 1tⅡ e economy;

a cap"alist cconomy;

am1xcd ccOnolny;or

an agranan cconomy.

d.

C.

3.

a
·
 
 
b
·

σ

C.

e
·
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5, where a cr。 wn corporation is uscd as a 
‘
rcgulatory tool’ , it is gcnera11y、 vhen

there cxists⊥

a naturalrnonopoly;

a sensiuvc indust迎允

an enforccFnent nccd to achcve pⅡ lic policy ouCc山 cs;

(Φ,tb)and(c);or

fb)and(c).

]∶∶》:rec芟 芟⒒ves营 me虞苁 (ll;∶ )、狰 rc莒:t:rs奄 o whic⒖ of烛 c苍o;|OwΞ ng∶

C‘

甘:i∶ ,

奄皈ep瞰 c级asc辆 y AI攮 cl∶ic笾、萑】 ;妣vCs莨 ors of a co麟 ro姒 i燕gs￡a良ci蕊飞《∶J迄辶芷l锇嫂;a猊

愈rms;

thc inflo、vs of invcsmcnt into Canada to acquirc a lasting managcmctlt

intcrestin a company other than that of伍 e investor,∶

thc OutⅡ ows ofinvestment by Canadians to acquire a lasting rnanagcmcnt

intcrcstin a company o伍cr than that ofthe investor,;

thc nct in且ows of invcstment into Camada to acquire a lasting

management interest in a GOmpany other than伍 at ofthc invcstor;∝

∶香rcd吒冫畜:舌讠l蛋 E》isc1os恿废扌c町冫fΞnfo数ηa钺 (》ζ受尹之黾了eζ犭u贲『C芨媲￠∶n茏 f0r Ca稔 掖姓玄蔽n锇珥胥s.

7. VFhich ofthe fo11o哂 吐ng is a reason vvhy nations cngage in international tradc?

Rcsourccs arc incompletc1y dis臼 Hbutcd across the globc。

Thc G1imato and teⅡ缸n ofa st乩 e。

The skⅡ1s sct ofits labour forcc.

Thc advantagcs of spccia⒒ za伍on.     ~

All ofthc above。

ofthc fo1lo、吐ng are b洫 crs to tradc?

currcncy devaluation;

local co刂 cnt rcq“ rernents;

corporate incor11e taXes;

all ofthc above;or

(θ and【b)abovC.

C。

h

a
·

堑
隘

♀
e
·

8.

I· ore|gn6。
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9. Ⅵ△忆h ofthe fo11owhg st狨emcllts on犰e competithe presst】 res fachg Eaton’ s
aacr shupsons becalme Scars part1△ cr is iⅡ correct based on thc facts in thc case?

a.    Due to thc largc capita1investlment in。 nevv store location,si1npso∶ 1s-

sears reduced the threat ofnew ret· all entrants by oarefu11y ana1yzing the

potential growth ofconstIrncr activity∮ or any pa"icular且 CW storc;

b。    si1npsons-scars in。rcased thc cOmpetitivc ova1Ey、 v⒒hin thc rctall space by

ce tlrough its proflt-shanng plan;

)ompctitive Ⅱva1ry within the retaⅡ  spac。 by
roVcTnents,such as instal1血 ent salcs; 

灬

)barg脏ning power ofcustomers in thc retaIl

spacc,and cOnsequently,reduced phces on appⅡ anoes and fumiture;or

e.  simpsonsscars incrcascd thc competitive r扦 aLry within thc ret缸 l sp∞ e

through its utiliZation ofan effloent,central姒 9d merch弭 d五ng system。

10.  ⅣVhich bcst descⅡ bcs thc“ hFational exubcrance” dcmonstratcd in the CNR Casc?

a。     i11ogical cxubcrance;

b。    unfettcrcd eXuberance;

c.    incompetcncy;
d,冖    lack ofaccountability;or

I:I∶∶∶]【·oganCe.
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