
POLICY OPTIONS
FEBRUARY 2012

65

As much of the developed world struggles with high unemployment and massive
public debt burdens, Canada has a unique and unprecedented opportunity. Across
the country, energy megaprojects involving oil, gas and hydroelectricity, financed by
the private sector, could create more than 1 million jobs over the next two decades.
This would strengthen and diversify our energy markets for long-term growth and
wealth creation, all while maintaining one of the lowest debt-to-GDP ratios in the
world. In this article, Jim Prentice explores this new era of nation-building for
Canada, the challenges we face and positive ways for both governments and
industry to turn those challenges into unprecedented opportunity.

Alors même que le monde développé s’emploie à juguler un chômage élevé et une
colossale dette publique, le Canada se trouve devant une opportunité unique et sans
précédent. Partout au pays, des mégaprojets énergétiques fondés sur le pétrole, le gaz et
l’hydroélectricité et financés par le secteur privé pourraient créer plus d’un million
d’emplois au cours des 20 prochaines années, renforçant et diversifiant nos marchés de
l’énergie. Ils favoriseraient la création de richesse et la croissance du pays à long terme
tout en nous permettant de maintenir l’un des plus faibles ratios dette/PIB au monde.
Jim Prentice examine ici les possibilités de cette nouvelle ère de développement national,
les défis qui en découlent et les moyens d’action que doivent prendre les
gouvernements et l’industrie pour transformer ces défis en source majeure de prospérité.

T he term nation-building is usually associated with
Canada’s first century. It evokes sepia images of men
in stovepipe hats driving in the Last Spike of the

Canadian Pacific Railway, or projects like the Saint Lawrence
Seaway, the TransCanada Highway and the TransCanada
Pipeline. In our second century, other megaprojects like
James Bay, Churchill Falls, the oil sands and Hibernia all put
their own stamp on Canada’s development. 

These transformational infrastructure projects have a
number of common elements. They took years to build and
created massive employment and spinoff benefits during
construction. They were financed with both public- and pri-
vate-sector money, and over the years both sectors more
than recouped their investment as the projects became prof-
itable and stimulated the economies of entire regions. Each
in its day was subject to intense scrutiny and stoked public
debate, as is the nature of developments that change the
fortunes of a nation. 

W e now find ourselves on the threshold of a new era of
nation-building. With Canada’s enormous untapped

resource wealth and planned megaprojects across the coun-
try, we have the means at hand to unlock that potential and
secure new markets for our energy.

Two reports published by CIBC in the past six months
describe a country on the threshold of an infrastructure
“super-cycle” that could be the main driver of our eco-
nomic growth over the next several years. The first,
“Energizing Infrastructure,” found that with the recession-
induced burst of government spending on municipal
infrastructure projects now winding down, energy infra-
structure projects will become a main channel of invest-
ment and job creation in the coming years. As
governments reduce spending to lessen pressure on their
balance sheets, the new fiscal reality has created the impe-
tus for more effective ways to finance infrastructure devel-
opment. New public-private partnerships (P3) will help
ease the burden on government, transferring risks to the
private sector and ushering in the next round of megapro-
jects. The report examined capital investment in the oil
sands and pipelines, power generation, and electricity
transmission and distribution, and concluded that these
projects would create more than 1 million new Canadian
jobs over the next 20 years. 

The second report, “This Infrastructure Spend Has
Legs,” tallied up 28 current and proposed projects in the
energy sector alone that together represent close to $75 bil-
lion in investment. 
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From west to north to east, the list
of projects is truly impressive: Liquid
Natural Gas (LNG) terminals for the
British Columbia coast; the Site C
hydroelectric development on the
Peace River; Enbridge’s Northern
Gateway project and Kinder Morgan’s
proposal to twin its existing Trans
Mountain pipeline through BC; the
North West Upgrader in Alberta,

which will add significant value to the
oil sands bitumen before it leaves the
province; the long-awaited Mackenzie
Valley natural gas pipeline in the
north; the Conawapa hydroelectric
project in Northern Manitoba; the
Romaine hydroelectric project and
Petit-Mécatina complex in Quebec’s
Côte-Nord region; the Lower Churchill
hydroelectric project in Labrador; and
TransCanada’s Keystone XL pipeline.
And these represent only the most
prominent of those 28 current and
proposed projects.

G iven today’s political and fiscal
realities, the private sector must

take the lead in this development.
And the fact that we can do this puts
Canada at a tremendous economic
advantage. While the European Union
works through its debt crisis and while
much of the developed world debates
how much public money to borrow to
create stimulus jobs, Canada stands
alone in its potential to chart a differ-
ent course. These private-sector-fund-
ed energy infrastructure projects will
become a primary focus of investment
and job creation in the coming years.

We are talking about more than 1
million jobs when they are most need-
ed and a network of pipelines and ports
that will diversify our oil and gas mar-
kets beyond the United States, adding
value to our energy exports and increas-
ing hydroelectric capacity to green

North America’s energy production —
all while maintaining one of the lowest
debt-to-GDP ratios in the world.

This is Canada’s 21st century
nation-building opportunity, right on
our doorstep.

Nation-building projects through-
out history have all had their share of
controversy and challenge, and today’s
projects are no exception. We can, how-

ever, turn these challenges into tremen-
dous opportunities. In this, the federal
and provincial governments as well as
the private sector all have work to do.

And governments do have a sig-
nificant role to play.

Governments must support develop-
ment with the use of innovative public policy
tools. We need governments to support
development through continued innova-
tion. Good examples are the federal loan
guarantee for Lower Churchill that will
reduce the cost of the project without sig-
nificant impact on current deficits and,
in the case of the North West Upgrader,
the tolling arrangements and the provin-
cial commitment to process its own roy-
alty share.

Governments must help secure access
to export markets. The viability of many
of these projects depends on access to
energy markets, which is under threat.
Increasing protectionism and other
forms of political pressure are chal-
lenging access to the US for both our
oil and hydroelectricity. 

The US is a massive market for
hydroelectricity. Right now New
England produces 55 percent of its elec-
tricity from coal plants (contributing
significantly to greenhouse gases) and
only 13 percent from hydro and renew-
ables. With existing and planned new
capacity, eastern Canada will have far
more hydropower than our domestic
market can consume. It would appear
to be a match made in heaven. 

But some US jurisdictions are try-
ing to nurture their renewable indus-
tries by setting renewable portfolio
standards that shut out Canadian
hydro. We need our governments to
help persuade the various US states and
the US federal government that shut-
ting out the most abundant source of
clean energy in North America in order
to protect local clean energy compa-

nies is short-sighted. And
that when Canadian hydro
development grows, the US
economy is a direct benefi-
ciary — with regard to jobs
and investment opportuni-
ties, and in the knowledge
that there is a secure, reli-

able, affordable and environmentally
responsible source of energy for US
homes and businesses. 

H aving to rely on only one cus-
tomer for our energy exports

not only leaves Canada vulnerable to
such political forces, but is also cost-
ly. Last year, at $50 billion, crude oil
was Canada’s single most valuable
export commodity. Our grand total
of $91 billion in energy exports made
up nearly one-quarter of all Canadian
exports in 2010. But right now, both
our crude oil and natural gas sell at a
discount to international prices
because we have essentially one cus-
tomer for our exports. This while
China’s middle class is expanding so
rapidly that it will soon be larger
than the entire population of the US.
While the US will always be our pri-
mary energy customer, incremental
demand is Asian: governments must
focus on both ensuring US access and
expanding access to Asian markets.

Governments must reduce regulatory
impediments. Over the decades, Canada
has evolved into a country where it is
often far too difficult to get things built.
This is often due to well-meaning but
cumbersome multiple layers of bureau-
cratic regulations. Governments can
help — not by ignoring the need for
appropriate environmental and other
regulatory review — but by streamlin-
ing, expediting and accelerating various
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We are talking about more than 1 million jobs when they are
most needed and a network of pipelines and ports that will
diversify our oil and gas markets beyond the United States,
adding value to our energy exports and increasing hydro-
electric capacity to green North America’s energy production.
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regulatory approval processes for
megaprojects. Governments can also
help by fulfilling their special relation-
ship with First Nations, for whom jobs
and economic opportunities are espe-
cially important, and facilitating the
necessary agreements.

Finally, governments must look beyond
regional interests. The benefits of these
megaprojects flow to the whole nation,
not just the specific location of a deposit,

plant, refinery, extraction process or
dam. These megaprojects involve
Canadians across the country through
direct employment as well as jobs in the
development, manufacture and supply
of equipment and other goods and serv-
ices sourced from every region — more
so now than ever. Improved transporta-
tion, mobility and technology have
increased the ability for people and
enterprises in all regions of Canada to
benefit, and that will only increase. 

Our Constitution gives ownership of
energy resources to the provinces, and
dealings among them have not always
been perfect. To fully take advantage of
these national opportunities, we need
provincial governments as well as the
federal government to recognize that
together the whole is, indeed, greater
than the sum of its parts, and that we
need to work much more closely and
cooperatively together. There have been
renewed calls for greater cooperation
among the provinces. And I believe that
it is time for the provinces of
Newfoundland and Labrador, Quebec
and Ontario to sit down and sort out
how best to develop and transmit eastern
Canada’s great hydropower resources.

As for the private sector, its key role
is the funding and investment needed
to build these projects. But it has other
roles to play to address some of the
challenges and to build public support.

Take the lead on the environment.
In today’s low-carbon world, energy
leadership and environmental leader-
ship are two sides of the same coin.
Canada will either be an environmen-
tal leader or have other jurisdictions
dictate its environmental policies. 

Alberta Premier Alison Redford
has echoed this perspective. She said
recently that “environmental sus-
tainability is our most important

shared outcome...Greening our ener-
gy is also critical on a global scale.
More than ever, consumers are
demanding environmentally respon-
sible products. In refashioning
Canada as an energy leader, we must
fill their requirements.”

We do have examples with which
to work, to highlight and to build on.
One is the North West Upgrader near
Edmonton, which, when built, will
refine about 150,000 barrels of bitu-
men a day, adding significant value to
the product before it leaves Alberta.

Importantly from an environmental
perspective, half the output from the
upgrader will be ultra-low sulphur
diesel fuel, helping to green up the
operations of customers in agriculture,
transportation and other industries.
The upgrading process itself will be a
world first — the first to combine gasi-
fication technology with carbon cap-
ture and storage technology to capture
1.2 million tonnes of CO2 per project

phase. The captured car-
bon, with its high purity,
will be used for enhanced
oil recovery before it is
sequestered in the ground. 

We need to see more
projects like the North West
Upgrader — projects with

world-leading technology that are
delivering on the promise of a sustain-
able oil sands industry. The sooner the
private sector can bring these projects
with their advanced environmental
technologies to fruition, the better. 

Continue to prove our efforts. As we
improve our environmental record, we
have to prove it to the world. Neither
industry nor the federal or provincial
governments can defend themselves
without credible, science-based data.
Industry needs to get out in front of its
critics by setting tougher targets and
benchmarks with respect to the impact

Energy for nation-building in the 21st century

New England produces 55 percent of its electricity from coal
plants (contributing significantly to greenhouse gases) and only
13 percent from hydro and renewables. With existing and
planned new capacity, eastern Canada will have far more
hydropower than our domestic market can consume. It would
appear to be a match made in heaven. 
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FIGURE 1. ENERGY INFRASTRUCTURE INVESTMENTS, 1998 TO 2009

Statistics Canada and CIBC World Markets, “This Infrastructure Spend Has Legs,” November 17, 2011.
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on water, air and land; making the
investments to meet those targets; and
having the data to prove its successes. 

Continue to communicate our
actions at home and abroad. We must
do right by the environment and we
must prove that we are doing so. But
it will not do much good for our mar-
kets and reputation if we do not then
communicate it. We need to let more
people know about the technological
innovations under development in
the oil sands that reduce the stress on
the environment. Industry can high-
light existing remediation successes
and investments in renewables such
as wind. And the fact that these envi-
ronmental innovations and new
technologies are themselves being
exported and used to help improve
the environmental sustainability of
energy production processes else-
where is good news. 

We should also highlight that
Canada is one of the world’s greenest
energy producers due to the amount
of hydroelectricity we already gener-
ate. And, looking forward, Canada

has an estimated 25,000 megawatts of
hydroelectricity that could be devel-
oped over the next 25 years. The
Lower Churchill development, when
completed, will displace more than
16 megatonnes of CO2 annually,
which is the equivalent of taking 3.2
million cars off the road. 

S ince much of this hydropower will
be exported to the US, it will sub-

stantially “green up” the continent’s
electricity system. As noted, a signifi-
cant amount of electricity in North
America is generated at coal-burning
power plants, the single largest con-
tributor to greenhouse gas in North
America. Reducing emissions from
these plants is a top priority for both
countries, and Canada’s 25,000
megawatts of undeveloped hydro
capacity offers a clean, reliable and
affordable solution — a strong posi-
tive message to send to the world.

If we are smart about this, govern-
ments and the private sector working
together can unlock Canada’s vast
untapped resource potential. 

This slate of energy infrastructure
projects across the country gives
Canada a unique position in the world
today. In a climate of global economic
uncertainty, we in Canada don’t need
to borrow money from our grandchil-
dren to create temporary jobs when we
can harness private-sector capital —
without adding to deficit spending or
public debt — to create permanent jobs
and long-term prosperity. We can create
more than a million jobs and strength-
en and diversify our energy markets for
long-term growth and wealth creation
as a clean energy superpower, all while
still maintaining one of the lowest
debt-to-GDP ratios in the world.

The 21st century’s nation-building
opportunity for Canada is here, now
— a historic opportunity that we sim-
ply cannot afford to lose.

Jim Prentice is senior executive vice presi-
dent and vice chairman of CIBC. He was
elected to Parliament from 2004 until
2010, serving variously as minister of
Industry, Environment and Indian and
Northern Affairs.
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