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Canada is wealthy, politically stable
and socially tolerant or “cool,” as
many people like to define it.

Deep in its rock formations lies the
biggest oil sand deposit in the world,
and that deposit’s energy content is so
great that many geologists claim that
there may be more oil in Alberta than
Saudi Arabia — 180 billion barrels of
proven reserves, according to the latest
statistics. 

The sands have been mined since the
1970s, but it is only in the last few
years, thanks to rising oil prices, that
these deposits have become so valuable,
and comparisons with the Klondike gold
rush of the late 1890s now abound. 

Squeezing oil from rocks is certainly
much more expensive than drilling a
hole in a conventional oilfield, so the
price of crude needs to be above $50 a
barrel to make the venture profitable. It
may be a volatile investment, but
Alberta’s 3.2 million inhabitants are

enjoying the ride for the time being. 
Alberta’s economy is growing faster

than that of any of the other nine
Canadian provinces, and the only region
of the country not exceeding its annual
budget. “If you were to pull Alberta out
in terms of economic growth, the rest of
Canada would suddenly be flat,” states
Alberta Premier Ed Stelmach.

To claim that Alberta’s success is only
the fruit of geological roulette would
not do justice to the history of this
province and the exceptional entrepre-
neurial spirit of its people. “Albertans
have a can-do attitude that does get
things done,” says Iris Evans, the minis-
ter of Employment, Immigration and
Industry. “The legacy of the entrepre-
neurs who have been pioneers in this
province is still palpable in our society.”

Poles, Ukrainians, Russians, Swedes
and Americans settled there when
Alberta became a full province in 1905,
and, when it comes to immigration,

Canada is still one of the most tolerant
countries in the world. Albertans are par-
ticularly proud of their cultural diversity.

“What I see in our society are fewer
class distinctions and more acceptance
of people,” says Evans, who strongly
supports more immigration, aware that
employee shortages are the province’s
number one economic hurdle.

Canada has traditionally been one of
the United States’ closest allies, and
Alberta’s oil sands have strengthened this
already solid relationship, providing a
boost for North America’s energy security.

“U.S. investment in Alberta got our oil
and gas industry off the ground,” says
Stelmach, but the bilateral ties between
these two neighbors goes way beyond
oil. Canada and the U.S. share the
world’s longest undefended border and
the largest bilateral trade — worth $700
billion a year — and Alberta may well be
one of the strongest links. ❖ 

Marco Venditti

Reprinted from the June 4, 2007 issue of Forbes

Alberta
INVESTING IN THE FUTURE

Canada’s new Klondike
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When I travel outside Alberta,
especially abroad, I see that
people have no idea how

much oil there is up here,” says Gordon
Panas, president and chief executive of
Lockerbie and Hole, one of the country’s
largest construction firms, with more
than a century of experience in Alberta. 

Company executives like Panas know
the province’s natural resources like the
back of their hand, but as large discover-
ies become increasingly rare worldwide,
Alberta’s oil sands are attracting the
attention of the international oil industry.

Shell Canada already runs the largest
tar-sand project in the province and is
hoping to increase its production to
500,000 barrels a day from the current
150,000. “A production of global signifi-
cance,” says Clive Mather, the company’s
president and chief executive. 

Although Canada produces 2.6 million
barrels a day, the country hasn’t yet
attained the status of an oil superpower,
mainly because Alberta’s tar sands are
still too expensive, technically challenging
and environmentally tricky to exploit. 

With so much at stake, innovation and
research and development are the names
of the game. Both local companies and
oil multinationals have been investing a
fortune in reducing the cost of extracting
oil from ever deeper deposits, and it
appears to have paid off. Today, it costs
around $10 to produce a barrel of oil
from tar sands, down 300% from the

cost three decades ago. 
“Conventional oil and gas pro-

duction peaked in 2004, and
despite drilling more and more
wells, we’re getting less and less
production,” says Brent Nimeck, the
chief operating officer and co-
founder of Lexington Energy
Services, one of Canada’s fastest-
growing oilfield services companies.
“Now we’re focusing mainly on the
oil sands, which offer tremendous
growth opportunities.”

Lexington Energy has developed a
mobile nitrogen generation unit, which is
able to extract the gas directly from air
and supply it on location, dramatically
cutting the costs of transporting it in liq-
uid form. “We designed a system that is
unique in North America and probably in
the whole world,” says Nimeck, whose
company is publicly traded on the Over
the Counter Bulletin Board (OTCBB).

“Our emphasis has always been on
tackling difficult projects,” says Panas of
Lockerbie and Hole. “There are some of
the world’s largest cranes operating over
here, and some of the equipment is just
mind-boggling.” 

Alberta’s oil sands are not a business
for the fainthearted, but the rewards
seem to justify the effort. Gibson Energy,
a subsidiary of Hunting PLC, was already
in Alberta in 1953 selling crude oil on
behalf of Anglo American Oils, and
today it is the country’s premier mid-
stream company. “Oil price is quite
volatile at the moment, and I think it will

continue to be so over the next 18
months,” says Terry Gomke, the compa-
ny’s president and chief executive. 

Because Gibson Energy owns the oil
while moving it across North America,
linking upstream producers with down-
stream refiners, the company is particu-
larly exposed to price risks. But Gomke
has no doubt that Gibson’s future will
remain in Alberta.

“I think that in five years the compa-
ny will be much larger, even more
diverse and will continue to be a major
player in the Athabasca region, even
when the oil is gone,” he says, confi-
dent that in the meantime the industry
can provide a long period of sustainable
growth and plenty of opportunities for
diversification. ❖ Marco Venditti
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Treasure in the sands
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The impact of Alberta’s oil and gas
industry is rapidly changing the
landscape of Edmonton, its capital.

Its business district is bustling with con-
struction cranes, and new town houses
keep popping up along the North
Saskatchewan River. At least $87 billion
in capital investments are on their way to
Alberta in the next decade, and
Edmonton is gearing up to absorb the
biggest chunk. 

While Edmonton’s economic growth is
the highest in Canadian history, many
people are asking if the current boom is
sustainable. Within a generation the
province’s conventional oil reserves will
probably run out and, while the oil sands
deposits will last much longer, only con-
tinued high prices will make these worth
exploiting. So is there a plan B? 

“Clearly we have to work at diversify-
ing the city’s economy, notwithstanding
the fact that energy is going to be a
main factor for a long period of time,”
says Allan E. Scott, president and chief
executive of the Edmonton Economic
Development Corporation (EEDC), a 
nonprofit organization wholly owned by
the city of Edmonton. 

The main objectives of the EEDC are to
promote next-growth industries such as

tourism, or knowledge-based sectors like
health care and education, taking advan-
tage of the fact that the city has an ideal
corporate tax structure and is among the
lowest-cost centers in the country for
doing business. “Although the economy
has heated up lately, setting up an office
here is still much cheaper than in any
other major city in Canada,” says Scott. 

Business clusters in the Greater
Edmonton area have also been success-
fully implemented, especially in the fields
of food processing, life sciences, forestry
and nanotechnology, all of which require
specialized manufacturing. 

Last, but certainly not least,
Edmonton’s cultural industry deserves to
be showcased. The city currently holds
more than 30 festivals annually, focusing
on music, theater, dance, food and pop-
ular culture. As recognition, Edmonton
has been selected as the 2007 Cultural
Capital of Canada.

“I always felt that one way to attract
people to Edmonton was through arts
and culture,” says Stephen Mandel,
mayor of Edmonton. “Many
Edmontonians are concerned that we are
not as well known as other Canadian
cities such as Calgary, but we have to go
about building our business and our
strength as we move forward, as well as
promoting ourselves in an effective
way.” ❖ Marco Venditti

Capital of culture 
and business acumen

Repercussions from a government
decision in 2006 to tax income trusts

are aggravating the sector, which had
mushroomed to a market value of more
than $183 billion.

Many of the trusts are resource-based,
particularly those in oil and gas, such as
Provident Energy Trust, which has its
headquarters in Calgary. Provident was
formed by a conversion in 2001 from
Founders Energy Ltd. and has grown to
$872 million in value.

Last year’s announcement by federal
Finance Minister Jim Flaherty has
changed the landscape for all trusts by
increasing the cost of capital, leaving
them at a disadvantage relative to the
master limited partnership (MLP), a trust-
like structure in the U.S.

“What the government fails to realize
is that if we fail to dilute this U.S. cost of
capital advantage, particularly in strate-
gic assets like some of our midstream
assets, they are going to fall into foreign

hands,” says Provident President and
Chief Executive Thomas Buchanan. “The
tax of the energy trusts in particular
does not make a lot of sense.”

Under an income trust structure, trusts
pay little tax, with the bulk of earnings
distributed to trust unit owners, who then
pay tax on the distributions as income. 

Flaherty argued that the structure was
costing the Canadian treasury $436 mil-
lion a year in lost taxes. Opponents of
the move — including the Calgary-based
Canadian Coalition of Energy Trusts,
which sprung up to oppose the policy —
have lobbied hard to change the govern-
ment’s mind, but to no avail.

Buchanan says that Provident, which
owns an MLP in the U.S., has more flexi-
bility than most trusts and is considering
its options.

“Having three business units puts us in
an enviable position because we have a
lot more flexibility than a pure upstream
or pure midstream trust might have,”
says Buchanan. ❖ Geoffrey Scotton, senior
business writer with the Calgary Herald

Battling to be competitive
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CGI, one of Canada’s largest IT and
business service firms, values prox-
imity to its customers as one of the

most important aspects of the business.
“Our strategy is local first and global

thereafter,” says Michael Roach, the
company’s president and chief executive,
who believes that IT sector clients want
to buy services mainly from companies
that operate in their own community. To
offer this, CGI is present in 16 countries
with a network of more than 100 offices
around the world. 

Founded by Serge Godin in Québec in
1976, CGI today employs more than
25,000 professionals, providing end-to-
end services and a wide range of IT solu-
tions for a diverse client list such as Bell
Canada, Bombardier Aerospace and
Cirque du Soleil®. 

“My desire when I started the compa-
ny was to serve, watch our clients suc-
ceed and get a pat on the back for being
a part of it,” says Godin. But CGI has
achieved much more than that over the

past three decades. The company’s rev-
enues amounted to $3 billion in 2006. In
the same year CGI signed global deals
worth close to $4 billion, which
increased the company’s contract back-
log to more than $10 billion. 

In the future, CGI wants to strengthen
its presence in the U.S., which already
accounts for more than a third of the
company’s income. Canada is currently
CGI’s biggest market, and the western
provinces in particular, including Alberta,
have provided some interesting contracts
and acquisitions in recent years. 

“Our commitment in Alberta is divided
between two business units, dealing
mainly with the public sector in
Edmonton and the oil and gas industry
in Calgary,” says Bob Morrin, the Irish-
born regional vice president of the office
in Calgary. 

CGI entered Alberta’s market in the
1990s through the acquisition of Systems
West Consultants and has supported 
the transformation of the province’s 

business environment ever since. 
Two emblematic contracts in this key

market demonstrate CGI’s private and
public sector client focus in the province.
The first, in the private sector, is a pro-
duction accounting solution for the
upstream oil and gas industry. CGI’s
unique partnership approach facilitated
the creation of a consortium of usually
competitive oil and gas production com-
panies. Together, they are developing an
innovative solution that will meet the
needs of the original members as well as
those of the industry in the long term.

The other, in the public sector, is the
Calgary Health Region’s health informa-
tion exchange. This electronic health
record (EHR) platform is one step in a
process that will ultimately give the
province’s citizens and health care
providers online access to consistent and
current health information. The goal is
increased quality and productivity in the
entire health system.

“It is one of the most progressive EHRs
in the country as it provides a common
infrastructure for sharing data and infor-
mation,” says Morrin. ❖ Marco Venditti

Private and public commitment 
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