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What now for Canadian energy?
Alberta’s NDP govern

ment released its 
much anticipated Climate 
Leadership Plan on a 
Sunday afternoon when 
the Edmonton Eskimos 

were playing the Calgary Stampeders in the 
CFL western final. It looked like an attempt 
to bury the story, but it probably wasn’t. 
Premier Rachel Notley had to get the 
Plan out before heading to Prime Minister 
Justin Trudeau’s first First Ministers’ 
Conference in Ottawa the following day. 
Besides, Albertans would have noticed the 
announcement of an economywide carbon 
tax and a death sentence for the province’s 
coal power industry even if Notley had 
rolled it out on Christmas eve during an 
epic snowstorm. 

The Eskimos whupped the Stampeders 
pretty good, but it was nothing compared 
to the thumping Calgarians took in 
the Climate Plan. Already bruised from 
the year long slump in oil prices, the 
corporate and personal tax increases in 
the NDP’s first budget, the crash in capital 
spending plans by oil patch majors, tens 
of thousands of job losses, and this year’s 
defeat of Calgarybased Conservative 
federal and provincial governments, long
swaggering Calgarians must now feel like 
Canada’s biggest losers. 

It will be tempting for Edmontonians 
and other Canadians chronically afflicted 
with Calgary envy, and, in some quarters, 
Calgary loathing, to celebrate Cowtown’s 
comeuppance. But that would be dumb, 
especially for Edmontonians, who will also 
pay an average of several hundred dollars 
a year in carbon taxes on everything under 
Notley’s plan. It would also be dumb for 
Canadians in every other province and 
territory who have benefitted for decades 
from the jobs and wealth generated across 
the country by Alberta’s dynamic carbon
rich economy, and whose governments 

currently subsidize their social programs 
with about $20 billion a year in net tax 
and equalization transfers Ottawa siphons 
from the flow of Alberta oil.

It is perfectly natural for humans who 
live off handouts to redirect some of 
their selfloathing at their benefactors, 
but in nature, most parasitic organisms 
take care not to kill their hosts. Alberta’s 
energy sector has been the milch cow of 
confederation for decades, and but for a 
few occasions when Ottawa squeezed its 
teats too hard, it has been content to share 
its bounty and contribute to their general 
growth and prosperity of the country, 
while growing ever stronger and richer 
itself.

This may be about to end. 
For now, in a grotesque distortion 

of facts and reality, Alberta has become 
public enemy number one, at home and 
abroad, in the fight against climate change. 
To James Hansen, one of the world’s chief 
prosecutors of climate criminals, the oil 
sands are a “carbon bomb” that will destroy 
the planet. No less than President Barack 
Obama, leader of the most powerful 
country on earth, has slammed the door on 
“dirty oil” from Alberta. It doesn’t matter 
that the province produces a millifraction 
of the world’s greenhouse gases; every 
fiction has its villain, and Alberta is the 
Salem witch of our current Gaia fantasy. 

In defiance of this long, slow process 
of stigmatization of the Alberta energy 
industry, the nowdeparted and thoroughly 
demonized Conservative Prime Minister 
Stephen Harper set out a decade ago to 
persuade his country and the world that 
Canada would be an “energy superpower”. 
His evident strategy was that the best 
defence is a good offense, and he gave 
offence to everyone who stood in his 
way, including the “no brainer” in the 
White House and the “radical foreign 
special interest groups” who plugged our 

pipelines with rhetoric and red tape.
Overall, Canada’s energy sector grew 

under Harper, most prolifically in the 
oilsands. But no major pipelines got built, 
big plans for west coast LNG exports went 
nowhere, the coal industry flatlined, the 
defamations worsened and, by the end of 
his time, the prices of almost all energy 
commodities were in the tank.

Canadians threw Harper out for 
many reasons, just as Albertans angrily 
dumped their provincial government for 
innumerable real and imagined sins last 
spring, but you have to think that in both 
cases, part of their voters’ calculation 
was that these Conservative guys were 
responsible for the mess in the energy 
industry.

So, with the superpower stalled, 
Albertan and Canadian voters have chosen 
a very different approach to energy and 
environmental policy. New carbon taxes, 
shuttered coal power plants, subsidized 
renewables, cap and trade schemes and 
much more are all coming or have arrived 
at a jurisdiction near you. Prime Minister 
Trudeau led a huge Canadian delegation 
to the monster Paris climate summit in 
hope of making some progress in healing 
Canada’s wounded brand and buying 
the social licence we need to continue 
competing in the global energy market. 

It is a pivotal moment for not only 
Canada’s oil resource industry, but for our 
entire economy. And it is the theme of 
the Winter 2015 Edition of C2C Journal, 
which includes eight stories and essays 
about what happened to the energy 
sector during the Harper decade, what 
our new governments have signed us up 
for in Paris, and what the future holds for 
Canada in this tumultuous period of the 
Age of Oil.
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for over two decades. She was in Rio in 1997 when Canada’s Maurice Strong, “the 
man who invented climate change”, and a few likeminded global governance 
schemers introduced the “Earth Charter”, a sort of environmental 10 commandments 
for ending capitalism and saving the planet. The Paris Climate Summit was the 
biggest green gabfest yet, McGovern writes, but these things are like soap operas. 
Lots of drama and new episodes every few years, but not much really changes.
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former U.S. president’s historychanging outreach 
to Chinese Communist dictator Mao Zedong in 

1972. Now it seems that only a new NDP government in Alberta with 
an ambitious plan to reduce carbon emissions and a new Liberal prime 
minister in Ottawa with an unequivocal commitment to fighting climate 
change can obtain a “social licence” for Canada’s beleaguered oil industry. 
Given how little licence was obtained during the Harper Conservative era, 
writes Dale Eisler, the new approach is worth a try. 
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It is estimated that there are 3.5 million 
kilometres of pipelines in the world today. This 

vast network has expanded rapidly in recent years, driven by demand 
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by Andrew Pickford

Canada produces far more natural gas than we 
consume, and for decades we have sold all the 
surplus to the United States. But the shale gas 

boom in the U.S. has pummelled prices and demand. New opportunities 
abound for Canadian liquefied natural gas exports to the emerging 
economies of the Pacific, but we’re way behind competitors like Australia 
and the U.S. in building the LNG ports needed to tap those markets. The 
usual Canadian suspects, government regulation and red tape, have a 
lot to do with that, writes Andrew Pickford. Like the Mackenzie Valley 
pipeline debacle of the 1970s, it’s shaping up as another big missed 
opportunity for Canada’s energy sector. 

The problem with one customer ...................21
by Christopher Sands and Jesse N. Barnett

U.S. President Barack Obama said he rejected the 
Keystone XL pipeline because the Alberta oilsands 
crude it would have carried is “dirtier” than other oil 

and because America doesn’t need it. Actually, oil produced in California 
and Alaska and imports from poorly regulated countries generate higher 
upstream emissions than oil sands crude. So that was a “green herring”. 
Obama was on somewhat firmer ground in saying more Canadian imports 
weren’t needed to ensure U.S. energy security. Christopher Sands and 
Jesse Barnett examine the boom in U.S. energy production and decline in 
consumption that slaked America’s thirst for Canadian oil. 

In praise of fossil fuels ...................................24
by Philip Cross

Coal saved the forests. Kerosene saved the whales. 
Fossil fuels made more people richer and healthier 
than at any time in human history. They powered 

technological advances that protect us from lethal weather extremes. 
Burning them also polluted our air and water and may be warming 
our atmosphere and changing the climate. But fossil fuels are equally 
creditable for technological innovations that have dramatically reduced 
ground level pollution in the developed world and will assist adaptation 
to future climate changes, whatever the cause. In light of all this, writes 
Philip Cross, our current mania to “end fossil fuels” may be seen as a 
threat to civilization.

A national climate change program? When 
pigs fly .............................................................26

by Peter Shawn Taylor

C2C Journal wraps up its Winter 2015 edition 
on energy and the environment with a look 

at how Canada will meet the commitments it signed onto at the Paris 
Climate Summit. The short answer is it probably won’t, unless the Trudeau 
government forces the provinces to drastically raise their carbon prices, 
lower their emission targets, and eliminate all their selfserving exemptions. 
If that happens, writes Peter Shawn Taylor, the damage to the economy will 
be exceeded only by the damage to Canadian federalism. 

When carbon was king .....................................9
by Naomi Christensen

Stephen Harper arrived in office in 2006 
vowing to make Canada an “energy superpower”. 
Despite unrelenting pressure from his legions 

of environmental critics, as prime minister he pushed hard to advance 
that objective, especially with the oilsands. In the end he presided over 
substantial growth in several energy sectors including, ironically, solar 
and wind. But as Naomi Christensen writes, the Harper decade that began 
with such optimism and ambition for Canadian energy development 
ended in an energy recession. His successors are blaming him, of course, 
but as with mutineers on a becalmed ship, the crew will eventually come 
for them too if the winds don’t change.

for hydrocarbons used in power generation, transportation, heating and 
cooling, and manufacturing. But in Canada, four big pipelines that could 
increase our energy selfsufficiency and exports have been stalled by 
environmental protests and politics. Without them Canadian energy 
will be landlocked in a continental market that is awash in U.S. oil. The 
economic consequences of that, writes Paul Stanway, should should be 
much more frightening than our present pipeline phobia. .
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by Celeste McGovern

It was the biggest 
en vironmental ex
travaganza of the 

21st century.  Decem
ber's acro  nymstudded 
21st Con ference of 
the Parties (CoP) of 
the United Nations 
Framework Convention 
on Climate Change 
(UNFCCC) was said to 
be the larg est gathering 
of politicians in the 
history of the planet. In 
attendance were more 
than 100 presidents 
and prime ministers and 
scads of lesser leaders 
among the nearly 50,000 UN officials, 
environmentalist NGOs, government 
bureaucrats, business moguls, media 
and green celebrities who support the 
$4 billion a day international climate 
change industry. As they converged on 
Paris, tens of thousands more activists 
demonstrated around the world to 
hail CoP21 as the “last chance” to save 
the earth from global warming.

“Never before has a responsibility 
so great been in the hands of so few,” 
intoned Christiana Figueres, head of 
the UNFCCC, in her opening speech 
at the summit. “The world is looking 
to you. The world is counting on 
you,” added the Marxist daughter and 
sister of a Costa Rican presidential 
dynasty who chose global warming as 
a career because of the extinction of a beloved childhood 
toad. The mission, she solemnly informed the delegates from 
196 countries, was to forge an agreement to curb carbon 
emissions and avert the looming threat of a two degrees 
Celsius warming of the earth’s surface.

Squadrons of private jets and motorcades had delivered 
the delegates and their entourages to the recently 
constructed 160,000squaremeter conference centre 
protected by 120,000 security personnel. Canada’s new 
Prime Minister Justin Trudeau arrived with a delegation 
of more than 300 – twice that of the United States and 
thrice the United Kingdom – at a cost of $770,000 just 
for transportation. It included emissaries from most of the 
provinces: Ontario sent 22 politicians and staffers, and 
Alberta 13, including three security guards, to the recently 
terrorized City of Light.

Just jetting to Paris, summit attendees were estimated to 
have spewed about 300,000 tonnes of carbon dioxide into 
the atmosphere. The UN set up an online carbon offsetting 

site so delegates could 
vol untarily shrink their 
carbon footprint by 
donating to environ
mental causes – a de 
facto indulgence for the 
sin of traveling. It didn’t 
evoke a very Catholic 
response though. By the 
end of the conference 
less than two percent 
of travel emissions 
had been offset with 
donations.

No matter. Carbon 
taxes are for other 
people to pay. The 
planet’s saviours had 
bigger fish to fry. 
“Never have the stakes 

been so high at an international 
conference,” declared French 
president Francois Hollande, whose 
country had been invaded by ISIS two 
weeks earlier, leaving 130 dead and 
368 injured. CoP21, said Hollande, “[is] 
about the future of the planet, the 
future of life.”

Indeed, UN Secretary General Ban 
Kimoon said climate change may 
itself be a root cause of terrorism, 
and U.S. President Barack Obama 
said the climate conference would 
be a “powerful rebuke” to the Paris 
attackers. If nothing else, his speech 
may have terrorized them with its 
apocalyptic images of “submerged 
countries, abandoned cities, fields 
that no longer grow”. So great was his 

resolve to achieve “world confidence in a low carbon future… 
and regularly updated targets” that the president spoke 
for more than twice his sixminute allotment, ignoring five 
timesup buzzers that tried to cut short his oratory. The only 
thing missing, said Politico, “was the orchestra to drown him 
out like a weeping Oscarwinner.”

The show went on. British Prime Minister David Cameron 
confirmed that “the earth is in peril.” Chinese President Xi 
Jinping, showing no ill effects from Beijing’s firstever red 
alert smog warning nor any selfconsciousness about China’s 
grossly underreported emissions, used the phrase “winwin” 
six times and promised China’s CO2 output would peak by 
2030. (Considering the country’s plummeting birth rates 
from decades of forced birth control and looming labour 
shortages, Xi’s “target” is likely unavoidable.) Even Russian 
President Vladimir Putin, reputed climate change heretic and 
eastern European neoimperialist, appeased the gathering 
when he spoke of Russia “contributing actively to addressing 
global warming.”

As 
the 

World 
Burns
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There is that old maxim about choosing 
your battles. Why spoil lunch? Especially 
when it’s a fivecourse spread at the 
summit prepared by Michelin star chefs and 
includes scallops and stuffed celery confit 
with veined spinach cream, freshwater 
caviar, Reblochon au jus scented with myrrh 
and caraway wood plus a citrus compote 
and light cream with praline for dessert.

While climate change has been 
implicated in horrors as diverse as 
dampened sex drive, domestic abuse, 
potholes, and even the return of smallpox, 
few do climate change as scary as His Royal 
Highness Prince Charles. The “scorching 
of the earth and the rising of the waters…
magnifies every hazard and tension of our 
existence,” he told the CoP. “It threatens 
our ability to feed ourselves; to remain 
healthy and safe from extreme weather; to manage the 
natural resources that support our economies, and to avert 
the humanitarian disaster of mass migration and increasing 
conflict.”

Everyone will have to make sacrifices to bring emissions 
down and prevent the seas from boiling over, but the Prince 
is leading by example. He runs his Aston Martin on wine and 
has converted all of his Jaguars, Audis and Range Rovers to 
run on biofuel made from cooking oil.  Couldn’t we all be so 
selfless?

The latest apocalypse
Prince Charles’ words about “architects of our own 

destruction” on our “increasingly crowded planet” would 

not have been out of place at the 1972 
Stockholm Convention, the first ever UN 
Conference on the Human Environment. 
One of the stars of that event was Indira 
Gandhi, then Prime Minister of India, who 
declared: “It is clear that the environmental 
crisis which is confronting the world will 
profoundly alter the future destiny of our 
planet.”

In 1972 she and many others believed 
pollution was cooling the earth, not 
warming it, however, and would hasten 
another ice age. Theoretically that might 
have solved another apocalyptic scenario 
that was all the rage in those days – 
overpopulation. 

Stanford biologist and “population 
bomb” prophet Paul Ehrlich featured 
prominently at that first global 

environment gabfest. Its main organiser was Maurice Strong 
– the Canadian socialist and oil multimillionaire with 
Rockefeller connections who suggested at the time that 
Canada might have to implement birth restrictions similar to 
China’s onechild policy.

(These views helped inform the ideas of a young Canadian 
fruit fly biologist named David Suzuki, who in 1972 was 
hanging out in hippy communes “getting off” on the idea that 
people are maggots. Time hasn’t mellowed him much. Just 
before CoP21, he said working in oil was the “same thing” as 
keeping slaves.)

Gandhi’s government soon got draconian about 
population control and forcibly sterilized about 10 million 
men in the 70s. That prompted a big political backlash, and 

❝Just jetting 
to Paris, Summit 
attendees were 
estimated to 
have emitted 
about 300,000 
tonnes of 
carbon 
dioxide.~
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since then India has 
focused on  sterilising 
women – with the help 
of international aid. 
Ehrlich’s population 
explosion forecasts 
have long since turned 
out to be grossly 
exaggerated, and his 
credibility suffered a 
nuclear attack in the 
New York Times this year. 
Most demographers 
are talking about 
population implosions 
now, although many 
climate change en
thusiasts are still on 
the same page about 
“crowded earth” as end 
times oldtimers like 
Prince Charles and 
David Attenborough.

As culling humanity 
was impractical for the UN, the herd still had to be fed. 
Strong energetically promoted the redistribution of wealth 
from the developed world to poor nations through a 
centralized global government. In the 1980s, as founding 
director of the UN’s Environment Program (UNEP), he was 
also captivated by the thenfringe idea that the earth was 
warming. The UNEP rounded up the little 
group of meteorologists who believed in 
the theory and created the International 
Panel on Climate Change (IPCC). 

Mo Strong becomes Father Earth
A few years later, Strong masterminded 

the 1992 Earth Summit in Rio de Janeiro. It 
was attended by 105 nations and 20,000 
UNfunded environmentalists. And it 
was there that his ideas for international 
wealth redistribution in the name of 
saving the environment came together 
in “Agenda 21”, a blueprint for global 
governance in the 21st century. This 
achievement cemented his legacy as “the 
man who invented climate change”. It 
also prompted the now defunct Canadian 
conservative newsmagazine Alberta Report 
to publish a scathing cover story about 
Strong, under the sarcastic headline 
“Father Earth”.

The Earth Summit was first of a train 
of evergrowing climate conferences 
charged with implementing Agenda 21 to 
create governmentsupported “sustainable 
development.” They are held almost every 

year – in Kyoto, Montreal, Copenhagen, Durban – each 
attended by marches, protestors in polar bear costumes, 
celebrities, and “fossil awards” for notorious ecolaggards 
such as the former government of Canada under Stephen 
Harper. In Paris the street theatrics were constrained by 
security concerns in the wake of the terrorist attacks so 

Parisians artfully left their shoes in the 
street where they would have stood. 
But the message of the empty Guccis 
was clear: CoP21 must produce legally 
binding emissions controls and fixed 
carbon pricing.  Celebrities including actors 
Leonardo DiCaprio, Robert Redford and 
Sean Penn echoed the demand inside the 
summit. The latter intoned that “the days 
of dreaming have given way to the days of 
doing,” and stumped for reforestation with 
a message of “here come the trees”.

As one of the 6,000 journalists who 
didn’t get one of the 3,000 press passes 
for the conference, I watched all this live
streamed for 12 days. For the most part it 
was excruciatingly boring. But then, I’ve 
never been a fan of soap operas, unlike Yvo 
de Boer, a former Dutch civil servant and 
UN climate chief known for his “trenchant 
views”. De Boer told the Guardian that “the 
CoPs actually remind me a lot of Peyton 
Place and As the World Turns – in the sense 
that every episode is really exciting, but if 
you don’t watch for three years, you haven’t 
missed anything.”

❝The five-
course Summit 
lunch included 
stuffed 
celery confit 
with veined 
spinach cream, 
freshwater 
caviar, 
Reblochon au 
jus scented 
with myrrh 
and caraway 
wood….~
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The gruelling work of NGOs
He’s right about that. Back in 1997, I 

attended one of the more lowkey interim 
Agenda 21 events in Rio de Janeiro as a 
journalist. It was the first fiveyear followup 
to the Earth Summit. I had to step over little 
Rio street kids sleeping on the sidewalk as I 
made my way to the fivestar Sheraton Hotel 
on Ipanema beach where delegates were 
being flown in by helicopter. Maurice Strong, 
flanked by a host of security guards, gave a 
speech or two and there was the mandatory 
tribal dance. James Wolfensohn, then president 
of the World Bank, talked about financing 
sustainable development.

There were a lot of cocktails and hors 
d’oeuvres served on silver platters by the 
pool. It was my first introduction to Canada’s 
Green Party of one leader Elizabeth May, who 
was then with the Sierra Club. She and David Suzuki and a 
little entourage from Canadian NGOs were taking pineapple 
pizzas and cocktails underneath the palm trees courtesy 
of the Canadian International Development Agency. One 
evening, we were chauffeured to the opulent white colonial 
governor’s palace for more cocktails. NGO work can be 
gruelling.

It was at Rio+5 that Strong, Steven Rockefeller, Mikhail 
Gorbachev and a few others including one of Suzuki’s 
children (then a famed child environmentalist), introduced 
their Earth Charter, a mashup of Nineties New Age Sacred 
Earth Aboriginal Spirituality and genderbalanced Marxism 
that summarizes the progressive ideology of Agenda 21. 

PM Trudeau, who may have got this bug during his stint 
with Katimavik, got the tone just right at CoP21 when he 
said in his “Canada’s back” speech: "Indigenous people have 
known for thousands of years how to care for our planet. The 
rest of us have a lot to learn and no time to waste."

The speech earned Trudeau a standing ovation and legions 
of delegates seeking selfies with him, but not everyone was 
clapping. A Guardian columnist insisted Trudeau was all talk 
and no action, and accused him of breaking promises to 
Indigenous peoples, being secretly in bed with big oil, and, 
worst of all, having the same emissions targets as the Harper 
Conservative “gang of apes” who preceded him.

Al Gore’s search for truth
As the climate conference soap continued after Rio, 

new actors entered the drama. Former U.S. vice president 
Al Gore became a star following his lead role in the 2006 
documentary about global warming, An Inconvenient Truth, 
which earned two Academy Awards and $50 million at the 
box office. 

The film featured Gore, backed by a “slide show” of 
graphs and charts and climate porn video clips, saying that 
global warming "is really not a political issue, so much as 
a moral one" – a message conveyed over and over again 
at CoP21. Though riddled with scientific errors, the film 

also won Gore the 2007 Nobel Peace 
Prize. In his famous “Earth has a fever” 
acceptance speech he predicted the 
Arctic ice cap would vanish entirely by 
2013. Inconveniently, satellite photos 
that year showed it had increased by 
920,000 square miles.

The climate change movement is 
built on predictions like Gore’s, and 
more than a few haven’t panned out. 
Not that it changes anything. The 
negligible increase in global mean 
temperatures since 1998 – a.k.a. the 
“lull” – has been dismissed by the 
faithful as a talking point for oil industry 
funded professional climate change 
deniers and their useful idiots in the 
media. When pressed, they speculate the 
missing heat must be going “deep into 

the ocean,” where it will eventually wreak all kinds of new 
climatological havoc.

Few “deniers” reject the idea of global warming outright. 
They just don’t think everything in climatology can be 
explained by computer models. But even this mild scepticism 
is treated as heresy by the believers, who insist there is an 
“overwhelming consensus” and “97 percent of scientists 
agree” the earth is facing catastrophe from manmade 
carbon emissions. As Gore told Congress in 2007, the year of 
his unfortunate polar meltdown prediction, the “science is 
settled”.

At CoP21 there was hardly any science talk – no new 
ideas on how to improve the accuracy of global temperature
taking or how to assess the earth’s optimal temperature. The 
modern Ptolemists are deaf to the new Copernicans: if the 
old science says we need more fuel taxes and subsidies for 
windmills, we don’t need new science. All we need to keep 
the earth at the centre of the green universe are hard targets 
and deadlines for carbon restraints. 

The science is settled, dammit
There was, however, a stalwart band of climate change 

sceptics from the Heartland Institute who hosted a sideline 
event at the summit. They brought in a panel of scientists 
who disputed the data, charged that global warmists had 
politicized and corrupted scientific debate, and asserted that 
liberals who used to be antiestablishment now were the 
establishment and were silencing everyone who opposed 
their agenda. As if to prove their point, green activists 
invaded and shouted down their press conference. 

American climate heretic Marc Morano also premiered 
his new documentary, Climate Hustle, during the CoP at a 
theatre in central Paris. The film is an unapologetic rebuttal 
of settled climate science that vigorously attacks Gore and 
his fellow Agenda 21 summiteers as “Lear jet liberals.” 

Morano’s point, and it’s hardly original, is that the global 
warming cause is a front for a raft of other liberal causes. 
For example, just days before the start of the summit, the 

❝CoPs 
remind me of 
As the World 
Turns – if you 
don’t watch for 
three years, you 
haven’t missed 
anything.~
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Trudeau government announced a doubling of “faststart 
climate financing” for developing countries over the next 
five years. The $2.65 billion will ostensibly be used to help 
poor countries adapt to climate change and transition to 
low carbon economies. But for a clue to how at least some 
of that money will be spent, look no further than the $41 
million Canada gave to a clean technologies initiative in 
Nigeria, where another $3.4 million was tacked on for CUSO 
to provide “guidelines to stakeholders on integrating gender 
perspectives into climate change.” And that cheque was 
written in 2009 by the Harper Conservative government!

In the same spirit of climate multitasking, the UNFCCC 
devotes hundreds of thousands of euros to reporting 
the gender balance of each delegation and to special 
femalesonly workshops for the Women’s Environment 
Development Organization and the Global Gender and 
Climate Alliance.

All the money sloshing around in the layers and layers 
of climate and development bureaucracy creates many 
temptations. Even Mo Strong couldn’t resist. He had to retire 
from a front line role in 2005 when he was caught filching 
$1 million from the UN’s Oil for Food programme meant to 
feed starving Iraqis. He thence retired to be with his friends 
among the Chinese communists in Beijing.

Strong was taken from the earth on November 27, just as 
CoP21 was about to begin. There was a moment of silence 
for him at the summit, recognition that without him none 
of them would have come 
so far, and talk of his “ghost” 
influencing the negotiations. 

Those negotiations 
went long into the night 
during the last days of the 
conference. They were called 
the toughest parleys yet, but 
with a hitherto unseen spirit 
of unity and momentum.  A 
“coalition of high ambition” 
of 100 countries – which did 
not include the big polluters 
China and India – rallied 
to close a deal. Inside the 
conference, activists carried 
long lines of red fabric to 
symbolize their objection 
to “red lines” in the text 
that threatened some of 
their demands. Outside, 
Greenpeace members ab
seiled off the Arc de 
Triomphe to create stirring 
visuals for their next fund 
raising campaign and “Green 
Warriors” from Norway 
handed out condoms to 
warn of the link between 

overpopulation and global warming. As the summit went 
into overtime Friday evening, highlevel negotiators 
huddled behind closed the doors to finalize the text.

At long last, a deal 
Saturday morning, the Paris Agreement was unveiled.  It 

was variously hailed as “universal and ambitious”, “powerful 
yet delicate”, “balanced” yet “robust”, and a “historic turning 
point”.

CoP21 president and French Foreign Minister Laurent 
Fabius delivered the climactic announcement and urged 
delegates to seize the momentum of the day or “Our children 
would not understand this, nor would they forgive us…The 
world is holding its breath,” he pleaded. “It counts on all of 
us.” 

If everything goes according to the plan, the global 
temperature will only increase 1.5 degrees Celsius, down 
from the original goal of 2 degrees above preindustrial 
levels. The Agreement establishes a legally binding 
framework for all countries to set lower emissions targets, 
but does not legally bind countries to meet those targets. 
It also includes a fiveyear review program to try to hold 
signatories to account, with a framework to expand the 
program beyond 2020 in pursuit of an entirely fossil fuel free 
planet.

On Saturday night, Fabius banged his green gavel for the 
last time and declared the Paris Agreement adopted. There 
was a prolonged standing ovation, accompanied by much 

hugging and kissing and 
joyful weeping. 

The Agreement will 
now have to be ratified by 
the governments of all the 
signatory nations. Then 
they will have to set new 
national emission targets. 
And then they will have to 
meet those targets, assuming 
their publics will let them 
adopt the drastic fiscal and 
economic policies that will 
enable them to do so. For all 
the hype, the Paris Agreement 
looks and sounds a lot like 
the all the climate deals that 
came before it. Is this the one 
that saves the planet? Beats 
me. All I know for sure is that 
five years from now there 
will be another opulent and 
melodramatic episode of the 
climate change soap opera.

Celeste McGovern is a Canadian 
writer living in Scotland.



When 
Carbon 
was 
King

by Naomi Christensen

Within months of winning his 
first term as prime minister 
in 2006, Stephen Harper 

jetted to London and gave a speech to 
a business audience touting Canada 
as an “emerging energy superpower”. 
He described at length the country’s 
vast reserves and prodigious exports 
of oil, gas, coal, uranium and hydro 
power, highlighting Canada’s lofty 
ranking among global energy 
producers in all these sectors. It 
was a sales pitch Harper would 
repeat often over the next decade 
as his government welcomed global 
energy investors, supported energy 
infrastructure projects, dismantled 
some regulatory impediments to 
resource development, and pushed 
back hard against green political 
opponents – most notably in his successful 2008 election 
campaign against Liberal leader Stephane Dion’s “carbon tax 
on everything”.

Making Canada an “energy superpower” was 
unmistakeably a primary objective of Harper’s time in power. 
He expended a lot of political capital in his efforts to achieve 
it, and ultimately lost the 2015 election to opponents 
promising to make environmental protection one of their 
main objectives. But history will record that during Harper’s 
tenure, Canada’s production and export of energy products 
grew – in some cases quite dramatically. So did investment 
in the energy sector, which fuels the continuing growth 
projected in today’s long term forecasts.

So by most measures, Harper made 
real progress in growing Canada’s energy 
outputs. But his term ended, perhaps not 
coincidentally, with a crash in global 
energy prices, and today the country’s 
future as an energy producing giant 
is far from certain. Any combination 
of a sustained period of low oil and 
gas prices, unresolved infrastructure 
constraints, and the imposition of new 
carbon taxes and regulations could 
dramatically impact future Canadian 
energy production and export capacity. 
Harper’s successors are suggesting that 
Canada’s energy output potential was 
actually constrained by his failure to 
properly balance resource development 
with environmental protection. Time 
will tell if they do any better, but in the 
meantime, what follows is a summary 
of the performance of Canada’s energy 

sectors during the Harper era.

The oilsands boom…
Canadian crude oil production increased 44 percent 

since 2006. Alberta, by far the country’s largest provincial 
petroleum producer, saw its crude production rise by 64 
percent. Oil sands production nearly doubled, from 1.25 
million barrels per day (bpd) in 2006 to 2.22 million bpd in 
2014. Conventional oil production increased just four percent 
over the same time frame, with production of conventional 
heavy crude decreasing 11 percent while light and medium 
crude production grew by 13 percent.  

Exports of Canadian oil rose nearly 60 percent between 
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200714. The increasingly difficult political challenge of 
building new pipeline capacity to transport rising exports 
triggered a 400 percent increase in the amount of crude 
transported by rail since 2006. The Canadian Association of 
Petroleum Producers (CAPP) expects crude by rail transport 
to rise another 224 percent over the next several years, from 
185,000 bpd last year to 600,000 bpd by 2018.

…and the natural gas bust
Although Canada remains one of the top five natural gas 

producers in the world, production has declined by about 
11 percent since 2006 during a prolonged period of excess 
supply and low prices. Harper arrived in office around the 
time the socalled “shale gale” began with the development 
of new fracking technologies that made it possible – and 
economically feasible – to recover large amounts of natural 
gas from “tight” shale formations. The industry took off 
particularly around the huge Bakken field 
in the U.S. Midwest. Though Canada is 
estimated to have the world’s fifth largest 
recoverable reserves, last year only four 
percent of the country’s natural gas was 
produced from shale. This number is 
expected to rise to 28 percent of Canadian 
natural gas production by 2035, but the 
overall production forecast for that year is 
only equal to the volume produced in 2000. 

Canada produces far more natural 
gas than we consume and the surplus is 
exported south. But the shale boom in 
the U.S., which elevated that country to 
the world’s largest natural gas producer 
in 2012, resulted in Canadian natural gas 
exports to the U.S. falling an average of 5 
percent a year since 2007. The domestic industry hopes to 
replace those lost American customers with new ones in the 
AsiaPacific region. But low prices and regulatory hurdles 
have prevented the construction of pipelines and west coast 
liquid natural gas (LNG) terminals needed to access new 
Asian markets. The National Energy Board has received 38 
LNG export facility applications in recent years; construction 
has not started on any projects.

Coal miners’ blues
Canada, and in particular western Canada, is blessed not 

only with oil but also an abundance of the world’s most 
plentiful fossil fuel – coal. Ninety percent of Canada’s coal 
deposits are in B.C., Alberta and Saskatchewan. Canada 
produces a roughly fiftyfifty split between thermal coal, 
mainly used for domestic coal fired electricity generation, 
and metallurgical coal, which is used to make steel. The 
majority of the metallurgical coal we produce is exported; 
Asia is our biggest customer. Like natural gas and other 
commodities, price influences production. Canada’s total coal 
production was relatively steady between 2006 and 2011, 
then dropped 23 percent in two years. Last year, production 
climbed back to traditional levels. 

Fairly or unfairly, coal has become the bete noir of carbon 
fuels among governments seeking to prove their commitment 
to reducing greenhouse gas emissions in the fight against 
climate change. Alberta’s new NDP government has just 
announced an accelerated plan to phase out coal power in 
the province, following the lead of Liberal governments in 
Ontario, and the Obama administration in the U.S. Slower 
growth in Asian economies has also depressed demand for 
Canadian coal, leading to mine shutdowns and significant 
job losses. History may record that the Harper era was the 
last gasp of the Canadian coal industry. 

Out-nuked by Kazakhstan
Canada’s nuclear power production capacity has declined 

by nearly five percent since 2006, due to Quebec’s decision 
to permanently close its Gentilly plant in 2012. All but one 
of Canada’s 19 operating plants – Point Lepreau in New 

Brunswick – are located in Ontario, where 
they provide 50 percent of that province’s 
electricity. By 2020, a further 22 percent 
of Canada’s installed nuclear power 
generating capacity will be removed, when 
Ontario closes its six Pickering reactors. 
According to Natural Resources Canada, 
there are currently no plans to build any 
new nuclear power plants anywhere in the 
country. 

About 15 percent of the uranium mined 
in Canada fuels domestic reactors; the 
remainder is exported to the U.S., Europe 
and Asia. When Harper took office in 2006 
he boasted that Saskatchewan had the 
fourth largest global uranium deposits 
in the world, and Canada was the world’s 

largest producer. But by 2009, Canada had fallen to second 
after it was surpassed by Kazakhstan. Our production 
declined seven percent between 2006 and 2014, but should 
increase in 2015 with the startup of the Cigar Lake mine in 
northern Saskatchewan. But Kazakhstan’s production is also 
slated to rise over the next several years, so it is unclear if 
Canada will reclaim the top spot in uranium production.  

Harper boosted hydro 
When promoting Canada’s energy sectors, Prime Minister 

Harper always made sure to highlight renewables, especially 
hydro power. According to the World Energy Council, in 
2008 only China produced more hydropower than Canada. 
However, in 2011, we were overtaken by Brazil, and dropped 
to third. 

Still, Canada’s hydropower generation increased by about 
10 percent since 2006. This allowed the amount of domestic 
electricity generated by hydro to rise from about 58 to 63 
percent. The majority of Canada’s electricity exports to the 
U.S. consist of hydroelectricity; total electricity exports to the 
U.S. rose 56 percent from nearly 43 million megawatts per 
hour (MWh) in 2006 to 67 million MWh in 2013. President 
Obama evidently did not factor these increased clean energy 
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imports from Canada into his decision to veto the Keystone 
“dirty oil” pipeline.

Canada’s greenest prime minister?
As prime minister, Stephen Harper presided over a 

massive increase in the production of wind and solar 
power in Canada. As 2006 began, there were just 47 wind 
farms in Canada, with the capacity to produce about 580 
megawatts (MW) of power. Today, Canada has 239 wind farms 
with 10,425 MW of capacity, representing a 1,700 percent 
increase on Harper’s watch. His home province of Alberta is 
the country’s third largest wind energy producer. 

Canada ranks 10th globally in terms of installed solar 
power generating capacity after a decade of rapid growth in 
the (still admittedly small) sector. In 2006, we had 20 MW 
capacity; by the end of 2014, there was 1,170 MW, an increase 
of 5,750 percent. However, most of the credit for this goes 
to the Ontario government’s decision to eliminate coalfired 
electricity by implementing incentives for renewable energy. 
The decision is also credited, at least partly, with doubling 
the province’s electricity prices between 200615.

A foreign investment superpower, at least
Harper started his term in office openly criticizing human 

and democratic rights abuses in China, going so far as to 
say that his government would never sell out its principles 
on these issues for the sake of the “almighty [Chinese 
investment] dollar”. He was widely criticized by opposition 
parties and business groups and Chinese government 

officials and eventually relented 
somewhat. Still, after allowing the 
$15 billion takeover of Calgary oil 
giant Nexen by a Chinese state
owned company in 2012, the Harper 
government vowed it would not 
allow further big purchases of 
Canadian resource assets by foreign 
stateowned enterprises. 

Nonetheless, over the span of 
Harper’s reign total foreign direct 
investment (FDI) in Canada, in all 
industries, grew by 68 percent. FDI 
from the U.S. grew the least (36 
percent) while investment from 
the AsiaOceania region increased 
the most (165 percent). In 2006, 
investment in oil and gas extraction 
accounted for 11 percent of total FDI, 
in 2014 it made up 16 percent. 

Total FDI in oil and gas extraction 
more than doubled during the last 
decade, from nearly $50 billion in 
2006, to more than $119 billion last 
year. In 2006, the U.S. accounted for 
80 percent of FDI in this sector; last 
year it made up less than half (48 
percent). European FDI rose from 

$1.6 billion in 2006 to $23 billion in 2014. AsiaOceania, 
which didn’t even register in Statistics Canada FDI reporting 
in 2006, contributed 22 percent of oil and gas extraction 
FDI in 2014. Figures are similar for the mining and oil and 
gas service sectors, where total FDI increased 74 percent; 
investment from the U.S. in these sectors fell from 80 to 
63 percent while AsiaOceania went from negligible to 16 
percent.

This drop in the share of FDI coming into Canada from 
the U.S. for oil and gas extraction projects is unsurprising, 
because U.S. investors now have more domestic energy 
investment opportunities.  U.S. crude oil production grew by 
80 percent since 2008 and shale gas, which accounted for 10 
percent of U.S. natural gas production in 2007, makes up 56 
per cent today. The increased investment in Canada from Asia 
as well as Europe suggests that Harper’s pitch to investors 
outside of North America was successful and timely. 

In terms of renewable energy, Canada’s ranking in the Ernst 
and Young Renewable Energy Investment Attractiveness 
Index improved from eighth in 2008, to sixth in 2015. 
However, our global ranking for clean energy technology 
exports – things like wind and solar as well as equipment to 
reduce pollution in other resource consumption processes – 
dropped from 14th in 2005 to 19th in 2013. 

And then it was over
In 2015, as world oil prices remained stubbornly mired 

below $50 a barrel, Canada’s seven biggest oil producers 
collectively reduced capital spending in this country by 39 
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percent ($12 billion). Canadian majors Cenovus and Canadian 
Natural Resources Ltd. have recently released 2016 budgets 
with capital spending projections that are lower still. While 
the country’s largest oil and gas producer – Suncor – stands 
out with a plan to increase spending by 15 percent next year, 
it is also projecting a 5 percent production decrease, and has 
already shed about 1,200 positions this year. Indeed, Harper’s 
hometown of Calgary is experiencing waves of layoffs not 
seen since the 1980s; CAPP estimates about 35,000 oil 
sector jobs have been lost this year in Alberta alone.

Canada’s new progressive provincial and federal 
governments are blaming the Harper administration for the 
downturn, claiming its neglect of environmental concerns 
cost the country its national and international “social 

licence” needed to win support and approval for new energy 
projects and associated transportation infrastructure. This 
ignores not only the genuine progress that occurred in 
overall energy sector expansion on Harper’s watch, but also 
the global energy supply gluts, depressed prices and tax and 
regulatory disincentives that are increasingly handicapping 
Canadian energy development today. Whatever the future 
holds for the industry, history will show that Canada’s march 
toward energy superpower status stalled with the fall of the 
Harper government.

Naomi Christensen is a policy analyst at a think tank based in 
Calgary. She holds a masters of public policy degree in energy and 
environmental policy. 

by Dale Eisler

A friend, who works for a major oil company in Calgary 
and shall remain nameless, was recently commenting 
on what has befallen the Alberta oil patch. Without 

putting too fine a point on it, he said: “People here are losing 
their shit.” Roughly translated for polite company, he was 
observing that the oil and gas sector was traumatized and in 
a state of profound shock. And for many good reasons. Let’s 
review.

For starters, the global price of oil has plummeted 
by more than 50 percent in the past year, forcing major 

layoffs, downsizing, suspended investments and the demise 
of highercost, lowermargin producers. The epicentre of 
the slowdown in the energy sector might be Alberta, but it 
reached far beyond, briefly dragging the national economy 
into recession. If the economic shockwaves weren’t enough, 
then there were the political tsunamis that struck within six 
months of each other.

First, the unthinkable for Calgary’s energy sector happened 
when Rachel Notley and the provincial New Democrats 
swept to power with a majority government last May. Gone 
was a Progressive Conservative dynasty that ruled for more 
than four decades. Gone with it were the deep political 

12 Volume 9, Issue 4

Canada’s 
Carbon 
Makeover



and financial connections the energy sector 
had into the inner sanctums of government. 
Suddenly, the oil patch found itself on the outs, 
having to not only deal with strangers, but 
strangers with no experience in government 
who also had social democratic proclivities and 
priorities that didn’t necessarily put the oil and 
gas sector at the front of the line. Talk about a 
radical change.

Then, after that staggering lefthook on the 
chin, the oil patch took another punch to the 
solar plexus in October that left it doubled
over, gasping for air and totally disoriented. 
Suddenly it was 1981, the National Energy 
Program, and Prime Minister Trudeau all over 
again. Gone were the federal Conservatives, a 
prime minister and senior cabinet ministers 
from Calgary and Edmonton, replaced by Prime 
Minister Justin Trudeau from Montreal, the son 
of you know who.

To put it a bit more delicately than my 
friend, no wonder Calgarians are losing it. Their 
world has been turned upside down.

Well, here’s a thought. Maybe it isn’t all bad. Maybe the 
price collapse and the political piling on by those who are 
not entirely in the thrall of the energy sector can actually 
turn out to be a good thing. Sure, it sounds like heresy to 
some. But it’s not as if the sector was able to make huge 
strides during a period when its friends were in Ottawa and 
Edmonton, global demand for energy was growing rapidly, 
and the price of oil was through the roof.

When former PM Stephen Harper declared Canada an 
energy superpower in a 2006 speech to a business audience 
in London, it didn’t sound farfetched in the least. As the 
world’s third largest oil producer and with recoverable 
reserves – mostly in the oil sands – of more than 300 billion 
barrels that ranked second globally, Canada could reasonably 
claim to be a major player. But to clearly and truly be a 
superpower, Canada needed to become an energy supplier 
to the world, especially the rapidly growing Asia market. 
That meant breaking free from virtual total dependence on 
the U.S. for our oil exports. It meant building pipelines from 
Alberta to tide water so that Canadian oil, which has been 
stranded in North America, could actually reach the markets 
demanding greater access to energy.

But instead of emerging as a major energy player in 
the global market, and with a Conservative government 
dedicated to achieving that goal, what happened over the 
last nine years? Not much. In fact, you could argue that in 
some ways we’ve regressed.

Today Canadian oil and gas remains landlocked in North 
America. The Keystone XL pipeline to the U.S. Gulf Coast, 
which had been stalled for years, was finally vetoed for good 
by U.S. President Barack Obama in November. The Enbridge 
Northern Gateway pipeline to the northern B.C. coast, after 
years of effort, has received National Energy Board approval 
– with more than 200 conditions – but remains hopelessly 

mired in the thicket of legal challenges 
from First Nations and the elusive search 
for an illdefined “social licence.”

Meanwhile, TransCanada’s Energy East 
proposal, which would convert the existing 
westtoeast gas pipeline to oil and 
displace imported foreign oil that serves 
Central Canada and the Atlantic provinces, 
has run into stiff opposition. Aligned 
against it are the usual environmental 
voices and some First Nations. As well, the 
Ontario and Quebec governments are less 
than enthused and have been withholding 
judgment. Finally there is Kinder Morgan’s 
proposed expansion of the TransMountain 
pipeline to Burnaby, B.C. Even though it 
proposes to use an existing pipeline right
ofway to effectively double its throughput 
capacity, the prospect of oil tanker traffic 
steaming through Burrard Inlet in the heart 
of Vancouver has created strong opposition.

All this lack of progress to get 
Canadian oil to market has happened in spite of efforts 
by the former Conservative government to expedite the 
process. Its sweeping regulatory reform for major resource 
projects, labelled Responsible Resource Development, 
was specifically designed to bring greater certainty to the 
regulatory review process for things like pipelines. It set 
beginningtoend timelines, where none existed before, for 
the federal review process and eliminated duplication with 
parallel and equivalent provincial review processes. It also 
embedded the “polluter pay” principle into environmental 
protection and improved the tanker safety regime. But it 
also realigned, and in some cases removed, environmental 
oversight, limited the scope of interveners eligible to have 
standing in the National Energy Board review process, and 
drastically reduced the number of projects that required a 
full environmental review.

While many of the reforms made good sense, others were 
characterized by opponents as “gutting” the environmental 
review process. Moreover, the reform, which included 
amendments to multiple federal laws, was buried in a budget 
omnibus bill. The effect was to significantly reduce debate 
and parliamentary oversight, adding fuel to the argument 
that RRD was about paving the way for pipeline projects by 
weakening environmental laws.

All this, while the Conservative government was being 
branded a climate change denier and being accorded “Fossil” 
awards internationally for failing to seriously address 
reductions of GHG emissions. Although the government 
took a sectorbysector approach to reducing emissions, 
including the automotive and coal sectors, it failed to deliver 
on a regime to reduce carbon emissions from the oil and 
gas sector, and specifically the oil sands, the fastest growing 
source of Canadian emissions for roughly two decades.

So where does all this leave the industry? Back in 1981, 
or on the cusp of something new and better?

It certainly leaves the industry with the prospect 
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of dealing with federal and provincial 
governments that believe a change in 
approach is necessary. And based on what’s 
happened since those heady days of Canada 
as an “energy superpower”, a change is 
probably not such a bad thing.

Clearly, Trudeau wants to remake Canada’s energy 
image internationally. Like it or not, Canada’s stature on the 
environment has taken a beating in recent years. It has been 
no more evident than in U.S. opposition to the Keystone 
pipeline. It was evident too in Europe, where the European 
Commission invented a socalled Fuel Quality Directive 
that would single out oil sands crude to make it an outlier 
that was an unacceptably highcarbonintensive feedstock 
for refineries in Europe. It didn’t matter that Europe didn’t 
import a barrel of oil sands crude and had no intention to 
do so. What mattered was joining the growing international 
chorus in denouncing the oil sands and Canada’s failure to 
regulate their GHG emissions. (Ultimately, thanks in no small 
part to efforts by the Harper government, the EU backed off 
the idea of singling out oil sands crude.)

Given that perception is often reality, a message 
internationally that Canada is taking action to address 
GHG emissions as part of a new approach on climate 
change should help rehabilitate our image. If the Canadian 
delegation gets through the climate change summit in Paris 
this month without winning another Fossil award from the 
Climate Action Network, that will be no doubt be seen as 
progress.

Trudeau has committed to working with the provinces 
to put a price on carbon as a central policy ingredient to 
reducing carbon emissions. Most of them are already headed 
this direction, led by Alberta, which has dramatically upped 
the ante with its new Climate Leadership Plan. Interestingly 
enough, Premier Rachel Notley was flanked by the province’s 
top oil industry executives and environmental lobbyists 
when she announced a new $30 a tonne price on carbon 
emissions. The idea of pricing pollution as a market 
mechanism for incenting industry and consumers to reduce 
carbon consumption and emissions is hardly a harebrained 
idea. It is embraced by the EcoFiscal Commission, with a 
diverse advisory board that includes former Liberal PM 

Paul Martin, former Reform Party leader 
Preston Manning, University of Calgary 
tax guru Jack Mintz, Suncor CEO Steve 
Williams, and former Ontario NDP premier 
(and exLiberal MP) Bob Rae. Talk about 
strange bedfellows.

Some will argue there’s no reason 
to believe the new Liberal government 
will do anything substantive on climate 
change. After all, the former Chretien 
Liberal government signed onto the 
Kyoto accord and then did nothing other 
than watch GHG emissions grow by the 
year. True, but does anyone really believe 
that a donothing approach on emissions 
for the oil and gas sector dating back to 
the late 1990s is sustainable in 2015? Is 
it reasonable to assume that progress can 
be made on pipeline and other resource 
projects without a change in approach 

and tone at both the federal and provincial level?
There will also be those who say that further regulation of 

the oil and gas sector – which is already heavily regulated – 
will make the sector uncompetitive. But a carbon price would 
ensure that the cost of carbon is fairly distributed across 
the economy, from production through to consumption, 
and therefore not unfairly burden any one sector. For years 
Alberta had a carbon price that was focused exclusively on 
production as a source of revenue for a clean energy fund. 
But the province’s new economywide carbon tax makes 
far more sense if the objective is to reduce emissions right 
across the production spectrum. 

The fear of pricing carbon – a “jobkilling tax on 
everything” as it was often labelled by the Harper 
Conservatives (and still by some of Notley’s conservative 
critics) – seems to be waning. Perhaps that is because the 
emission reduction strategies undertaken to date have 
produced such underwhelming results. Take carbon capture 
and storage, for example. It’s hugely expensive and while 
it does reduce carbon emissions from coalfired power, it’s 
difficult to seriously believe it is anything but a small part of 
a much bigger answer to reducing GHGs. Nor has it brought 
Canada any measurable credit internationally for its efforts.

Like it or not, the time has come for a policy shift that 
has impact, one that can actually make a difference in 
reducing emissions. But just as importantly, it will send a 
signal that Canada is serious about reconciling energy and 
the environment. If that happens, maybe we can rescue the 
idea and image of Canada as an energy superpower, one that 
has its energy and environment priorities aligned.

Who better to do that then the likes of Justin Trudeau and 
Rachel Notley? A shocking thought? Perhaps. But better to 
get over it than wallow in shock, disbelief and denial.

Dale Eisler is a Senior Policy Fellow at the Johnson Shoyama 
Graduate School of Public Policy, University of Regina.

❝No 
wonder 
Calgarians 
are losing 
it. Their 
world has 
been turned 
upside 
down.~

14 Volume 9, Issue 4



by Andrew Pickford

Encana Corp., the Calgarybased oil and gas conglomerate 
descended from the CPR and a governmentowned 
energy company founded by Peter Lougheed, joined 

the capital flight from Alberta last month, announcing it was 
halting investment in a Peace River gas plant to accelerate 
investment in a Texas shale oil play. Encana president and 
CEO Doug Suttles said the decision was provoked by the new 
NDP government’s current review of the province’s oil and 
gas royalty regime. “We need to know the rules of the game 
before we start to play,” said Suttles.

The Encana announcement, like many other capital 
redeployments out of the western Canadian energy sector 
this year, was undoubtedly influenced by factors other than 
royalties, including the NDP government’s corporate tax 
hikes and the new carbon taxes and emission restrictions 
in its Climate Leadership Plan. Low natural gas prices and 
market access issues likely played a role too.

But of all the variables that influence when and where 
private capital is invested in the Canadian natural resource 
sector, it is clear that tax and regulatory policies make a big 
difference. From the failed Mackenzie Valley gas pipeline 
project in the 1970s to the more recent stagnation of the 
Ring of Fire chromite mining megaproject in northern 
Ontario, government policies have long played an outsized 
role in determining Canadian resource industry investment 
flows. 

If the Mackenzie pipeline had gone ahead in the 70s, 
when prices and continental demand were rising, Canada 
would have sold multibillions of dollars’ worth of Arctic 
gas to consumers in the United States. Instead, by the 
time all the land claims and other regulatory obstacles to 
development were (more or less) resolved decades later, the 
market opportunity had passed and there was no business 
case for investing in the Mackenzie pipeline.

The latest and perhaps biggest missed opportunity 
in Canadian resource investment and development also 
involves natural gas. Until recently, foreign and domestic 
investors were lining up to bet billions on the construction 
of new port facilities in British Columbia for the shipment of 
liquefied natural gas from Canada to new markets across the 
AsiaPacific region. Today not a single LNG plant has been 
built on the B.C. coast and the prospects for doing so grow 
dimmer by the day. Excessive government regulation is not 
entirely to blame, but the fact is that gas production and 
LNG export infrastructure are booming in countries like the 
United States and Australia that have gone out of their way 
to seize the global market opportunity.

Why did B.C. miss the LNG boat? Partly because the global 
gas market got a lot more competitive. Only four years after 
the International Energy Agency asked, “Are we entering a 
golden age of gas?”, the Chinese economy has slowed, Japan 
has restarted its nuclear plants, the U.S. shale gas revolution 
has created a North American supply glut, and new LNG 
plants are coming online everywhere but Canada. In 2016, 

All gassed up and nowhere to go
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global LNG producers are expected to add 50 million metric 
tons of new capacity. This is the largest single annual 
capacity increase in history, equivalent to roughly a fifth of 
current global demand.

From a certain perspective, Canada’s failure to join this 
parade looks like genius. LNG prices are weak and the 
economics of new projects will remain challenging for the 
medium term. LNG plants are multibilliondollar ventures 
which cool gas into liquid form at minus 160 degrees Celsius 
before loading it on to purposebuilt tankers for shipment 
overseas. These projects have historically been underwritten 
by longterm supply contracts (2025 years) which link the 
amount paid per million British thermal units (MMBtu) to the 
oil price. In early 2014, the spot price for LNG cargos reached 
nearly $20/MMBtu. It has subsequently fallen to below $7/
MMBtu and could drop to $4/MMBtu. Some analysts expect 
the oversupply (and lower prices) to continue to 2025. 

Did Canada avoid a hazardous plunge into this market 
because its policymakers had better foresight than others? 
Hardly. A Fraser Institute report released this fall, LNG 
Exports From British Columbia: The Cost of Regulatory Delay, 
found that the Canadian LNG regulatory process was simply 
too long and too expensive compared to its peers. Other 
jurisdictions had regulatory structures that were faster and 
cheaper to negotiate. And it’s not like those competitors were 
offering far lower environmental protections than Canada. 
Ten of the 17 new LNG plants now under construction in 
the Pacific region are American or Australian, countries 
with comparable environmental standards. According to the 
Fraser study, Canadian gas producers could have had up to 
72 percent of the AsiaPacific market by 2020 if it had export 
infrastructure in place. Instead it will not have a single LNG 
plant built by then, at a foregone loss to the B.C. economy of 
some $20 billion a year.

In August the Economist Intelligence Unit published a 
report titled “Canadian LNG: Late to the Party?” It focused 
on the current “window” of opportunity for LNG investments, 
and concluded that with world prices as depressed as they 
are, the window has now closed. The EIU predicted the next 
one may not open until 2025. 

B.C. LNG plants are subject to regulation by both the 
National Energy Board and the provincial government. The 

latter also sets royalties on 
gas. Generally speaking, the 
higher the price, the higher 
the royalty taxes collected 
by government. So, if B.C. 
was shipping more gas into 
the current global market, 
it might collect less “rent” 
now compared to later, 
if prices are higher. But 
there’s a price to be paid 
for arriving late to the party 
too, according to the Fraser 
report: “Annual export 
revenues lost due to delay 

[of LNG projects] would have equated to between 2 and 
9.5 percent of B.C. GDP in 2014, depending on assumptions 
about export volumes and prices.” 

Australia bet very big, and very early, on AsiaPacific LNG 
exports. It shipped its first load from the prolific gas fields of 
Western Australia in 1989. Last year the country produced 
9 percent of global LNG and earned $14.1billion from its 
exports. Three new major projects worth almost $100 billion 
that are currently under construction in Western Australia 
will more than double the country’s liquefaction capacity by 
2017. 

Ironically, Western Australia lost another big LNG plant 
to its neighbour, Australia’s Northern Territory, because the 
latter offered a more attractive regulatory and investment 
climate. In 2008 Tokyobased Inpex, majority owner of the 
giant Ichthys offshore gas field in Western Australia, scrapped 
plans to build another LNG plant there because of regulatory 
delays, and instead built an 890kilometre, 42inch subsea 
pipeline to a new plant at Darwin, in the Northern Territory. 
At completion, on November 5, 2015, it became the fifth 
longest subsea pipeline in the world and the longest in the 
southern hemisphere.

This story illustrates not only the sensitivity of capital to 
regulation, but also the influence of technology in locating 
new plants. In the next window for new LNG investments, 
Canada may have to compete for capital with floating 
LNG plants that are currently in development by Petronas, 
a Malaysian company behind one of B.C.’s longdelayed 
onshore LNG projects. Floating gas plants could benefit from 
fewer regulatory hurdles and cheaper labour costs. It is clear 
that efficient and competitive regulatory systems will be key 
to attracting new LNG investments, now and in the future. 

The B.C. Ministry of Natural Gas currently lists 21 LNG 
project proposals. Many have been approved by regulators, 
but by the time the approvals finally came through, global 
market conditions had changed, and now none of the 
projects’ proponents are willing to go ahead. U.S. energy 
economist Ken Medlock told a Canadian Energy Research 
Institute conference earlier this year that no new B.C. LNG 
exports are likely before 2040. Others are more hopeful for 
nearterm progress on at least a couple of B.C. plants, but 
meanwhile, other jurisdictions are forging ahead. Last April, 
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prior to a trade mission to India, Western Australia Premier 
Colin Barnett confidently predicted even more international 
LNG market share for his state: “We have got Japan absolutely 
mature [and] China approaching maturity,” he said. “India is 
the next big frontier for Western Australia”. 

It is not all bad news for Canada. The long-term demand 
outlook is positive for a Pacific-based jurisdiction such as B.C. 
The November International Energy Agency World Energy 
Outlook report notes that Asia accounts for almost half of 
the rise in global gas demand and 75 percent of the increase 
in imports through to 2040. The lessons learned from failing 
to attract new LNG projects to B.C. in the current cycle may 

lead to a more business friendly, streamlined regulatory 
process before the next wave of investment.

Meanwhile, on the other side of the country in the 
Maritimes, a number of smaller LNG proposals have cleared 
the approval processes. The Bear Head project in Nova Scotia 
plans to use a new technology which requires lower capital 
costs. So B.C. may soon find itself competing with a Canadian 
jurisdiction along with all the rest. 

Andrew Pickford is an energy analyst with experience in Canada 
and Australia.

by Paul Stanway

October 15, 2005: An en thus-
iastic crowd gathered in 
Terrace, British Columbia to 

hear Calgary-based pipeline giant 
Enbridge announce that, after years 
of consultation and research, the port of Kitimat has emerged 
victorious in what has been an intense competition between 
northwest B.C. communities to become the terminus for the 

company’s Northern Gateway crude oil pipeline.
"Certainly this is great news for Kitimat, and Terrace, 

and the region," said Kitimat Mayor Richard Wozney. "This 
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will add to our reputation as being an energy hub and a 
petrochemical centre. We hope they will get through all of 
their regulatory approvals, start construction in 2008 and be 
in operation in 2010."

Fast forward a decade and not a single section of Northern 
Gateway pipe has been laid. Indeed, rather than communities 
competing for the benefits of hosting critical pipeline 
infrastructure, the very idea of accommodating oil pipelines 
has become political poison in B.C. and across Canada.

Until quite recently pipelines were the unseen, 
unremarkable face of the energy industry, quietly moving 
billions of barrels of oil around North America with a 99.99 
percent safety record. Yet since Stephen Harper declared in 
2006 that Canada was on the verge of becoming an energy 
superpower by exporting our oil resources to the world, we 
haven’t completed a single new oil export pipeline. Not even 
to the United States – the market for about 97 percent of our 
existing oil exports.

It hasn’t been for lack of effort. 
There are currently four major projects 
in various stages of development that 
would expand the market for Canadian 
oil: Northern Gateway, Keystone XL, 
Trans Mountain and Energy East. They 
have differing goals, but all face such 
stiff opposition that at this point 
the completion of any one of them 
would be a major victory for Canada’s 
embattled oil industry.

So what, exactly, are these projects?

Northern Gateway
This $7.9 billion pipeline would carry 

around 525,000 barrels per day (bpd) 
of heavy oil from Edmonton to Kitimat. 
The public review of Gateway – 180 
days of hearings, 80 expert witnesses 
and 30,000 pages of evidence – was 
the most exhaustive in Canadian 
pipeline history. In all, the review took 
almost four years to complete and 
cost Enbridge and its partners half a 
billion dollars. Final approval last year 
came with a staggering 209 conditions, 
including further consultations with 
First Nations.

Court challenges by eight 
First Nations, four environmental 
organizations and one labour union were heard in Vancouver 
this fall. The fate of the project is now in the hands of a 
trio of Federal Appeal Court judges who have reserved their 
decision on whether to uphold or quash the government’s 
approval of the project.

Trans Mountain
The other pipeline project to the Pacific involves twinning 

the existing Trans Mountain Pipeline from Edmonton 

to Burnaby at a cost of $5.4 billion. Owned by American 
company Kinder Morgan, the pipeline has been in operation 
since 1953 and currently provides the only West Coast 
access for Canadian oil products, including being the major 
transporter of gasoline to the Interior and Lower Mainland 
of B.C.

With its longestablished rightof way, Trans Mountain 
seemed to face less regulatory obstacles than Gateway, 
and originally attracted less opposition. That’s changed 
over the past couple of years as it became clear the project 
would mean some significant rerouting through suburban 
Vancouver and perhaps tunneling under the Burnaby 
Mountain conservation area.

National Energy Board (NEB) hearings into the project 
are set to begin in Calgary on December 17. The first round 
of public hearings in B.C. begins January 18 in Burnaby. We 
can expect a reprise of the Gateway experience – emotional 
pleas to protect B.C. and the planet from the evils of fossil 

fuel, dire warnings of environmental 
catastrophe, and a daily parade of noisy, 
colourful protest.

The media will eat it up. It’s a contest 
for public opinion that no company can 
win, with emotion trumping science 
and engineering. And even if the NEB 
panel can sort through the bluster and 
recommends approval, this time the 
final decision will be made by Justin 
Trudeau’s cabinet.

Keystone XL
TransCanada’s $8 billion, 1,900 

kilometre KXL Project was planned 
to run from Hardisty, Alberta to Steele 
City, Nebraska. It would have given both 
Canadian and American oil producers 
increased access to the large refining 
markets of the American Midwest and 
along the U.S. Gulf Coast. 

There was a great deal of support 
for KXL in the U.S., from unions, 
businesses and a majority of Americans 
who saw it as a boon for the economy 
and a boost for energy security. But 
as a crossborder pipeline, KXL also 
needed support from the Obama 
administration. At first that didn’t 
appear to be an insurmountable hurdle: 

on March 1, 2013 the U.S. Department of State released a 
Draft Supplementary Environmental Impact Statement 
on KXL that affirmed there would be no significant 
environmental impacts along the route and its operations 
would not influence global greenhouse emissions in any 
meaningful way.  

Nevertheless, in November President Obama finally 
rejected KXL. Although the rejection was presented as 
primarily an environmental decision, to save Americans 

❝With Keystone 
vetoed by 
Obama, Northern 
Gateway killed by 
Trudeau’s tanker 
ban, and Trans 
Mountain about 
to flayed in public 
hearings, Energy 
East seems the 
last, best hope 
for Canadian oil 
exports.~
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and the planet from Alberta’s “dirty oil” (NAFTA allows 
restrictions of trade based on environmental concerns), the 
President also said the pipeline “did not serve the national 
interests” of the United States. More on that in a moment. 

Energy East
Perhaps the most potentially transformational of all 

the current major projects involving Canadian pipelines is 
TransCanada’s Energy East, a 4,600kilometre line that would 
carry oil from Alberta and Saskatchewan to refineries in 
Eastern Canada and export terminals on the Atlantic. The 
project could replace the more than 600,000 bpd of oil that 
Canada imports each year at a cost of $8 billion, while at the 
same time providing 500,000 bpd for export. 

Stephen Harper called KXL a “nobrainer”, but in truth it’s 
Energy East that deserves the label. What’s not to like about 
a pipeline that would supply Canadian crude for Canadian 
refineries, open new international markets for a struggling 
Canadian oil industry, and save us billions of dollars each 
year in foreign exchange?

Well a lot, apparently. Familiar green lobbies are lining 
up to oppose Energy East on environmental grounds, First 
Nations once again look set to use the project as political 
leverage, and the governments of Ontario and Quebec are 
demanding more tangible economic benefits to offset 
alleged environmental risk.

On the plus side Alberta, Saskatchewan and New 
Brunswick are supportive, and during the federal election 
campaign the Liberals 
seemed at least interested 
– although how Energy East 
could be reconciled with 
Prime Minister Trudeau’s 
impending national carbon 
reduction plan remains to 
be seen.

(There are two other 
more marginal proposals 
to move oil to the Pacific 
through northern B.C. 
which have generated 
media interest by claiming 
they can deliver the “social 
licence” that has eluded 
other proposals. Both 
require the construction of 
hugely expensive refineries 
at remote northern B.C. 
locations, yet neither have 
been able to get the signed 
contracts from producers 
and shippers that would 
allow them to move 
forward on financing and 
they are not, as yet, being 
taken seriously within the 
oil industry.)

Which of these projects might actually get 
built?

With Obama’s stake through the heart of KXL, the 
Trudeau government promising to ban oil tanker traffic on 
B.C.’s northern coast (which would effectively kill Northern 
Gateway and any other northern B.C. pipe dream), and Trans 
Mountain about to flayed in public hearings, Energy East 
seems the last, best hope for getting more Canadian oil to 
tidewater. 

It does not require U.S. approval, much of the route 
follows an existing rightofway, and it will provide jobs 
for Eastern Canadians. Perhaps most importantly, it would 
validate the Trudeau government’s message that it can 
succeed where the Harper government failed in advancing 
“responsible and sustainable” resource development.  

However, recent history suggests caution. The NEB has 
just begun its review of the project and the regulatory 
process will undoubtedly be long and grueling. As usual, the 
opposition will be vocal and aggressive, and final approval 
will rely more on political will than science and engineering.

As grim as all that sounds, the Canadian pipeline industry 
is by no means doomed. 

“We’re at the worst combined commodity cycle that I’ve 
seen in my career… yet our assets are performing exceedingly 
well,” TransCanada CEO Russ Girling recently told investors. 
TransCanada expects over the next three years to undertake 
projects worth a whopping US$36.7 billion – mostly bite
sized expansions and additions to its existing network 

that don’t face the same 
opposition as large projects 
such as KXL. Enbridge has 
adopted a similar strategy. 

To understand why, it’s 
important to understand that 
there’s really no such thing as 
a “Canadian” pipeline system. 
Our energy infrastructure 
is part of a continental web 
that we share with the U.S. 
Oil and gas flow both ways. 
Canadian pipeline companies 
operate in the U.S., and 
U.S. pipelines operate in 
Canada. They serve what has 
traditionally been a single, 
highly integrated energy 
market.

Upwards of 97 percent 
of Canada’s oil production – 
averaging around 3 million 
barrels per day – is exported 
to the U.S., most of it via 
Enbridge or TransCanada 
pipelines. Enbridge alone 
delivers an astonishing 15 
percent of all U.S. crude 
oil imports. This huge and 
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valuable trade in energy between our 
two countries is so tightly integrated 
it’s not going to fade away – but it is 
undergoing significant change.

In recent years the development of 
new “unconventional” oil sources – like 
Alberta’s oil sands and in particular 
vast shale oil deposits in the U.S. – 
has prompted a dramatic “rewiring” of 
the continental pipeline system, with 
thousands of kilometres of new pipe 
being laid. Canadian companies have 
been a big part of this, building new 
capacity on both sides of the border.

In fact, while President Obama has 
been complaining about KXL and its 
potential impact on the global climate, 
his country has almost doubled its 
production of oil over the past half 
dozen years and added over 19,000 
kilometres of oil pipeline since 2010. 
All of that has occurred with almost 
no political or environmental protest 
south of the border. 

Call it hypocrisy if you want, but U.S. 
energy policy reflects market reality, 
and right now the reality is that the 
Americans are producing so much of their own oil they 
don’t need increased imports from Canada. As Obama said in 
nixing XL, it’s just not in their “national interest”. He killed XL 
because he could afford to – which left him free to enhance 
his green credentials in advance of the UN Climate talks in 
Paris, at Canada’s expense. 

Welcome to the world of global energy politics. So as 
a major energy producer, what’s in our national interest? 
What’s Canada’s market reality? 

While the Americans may not want or need more 
Canadian oil, according to the International Energy Agency 
global oil demand will climb by 1.8 million barrels a day over 
the coming year, and will keep on growing as consumption 
increases in the developing world. Clearly there are other 
customers for the oil we produce.

The Canadian Association of Petroleum Producers 
(CAPP) estimates that domestic production could increase 
43 percent by 2030, although that projection was 
made before Alberta’s new NDP government released 
its “Climate Leadership Plan” setting a hard cap on 
oilsands emissions, among other limitations to future oil 
development. 

CAPP’s production forecast is also qualified by its 
prediction that without new transportation infrastructure, 
by about 2020 we will have run out of capacity to move 
more oil. Even oil by rail, which has grown exponentially 
over the last decade, won’t solve the problem of accessing 
new overseas markets. In other words, we’ll be cut off from 
the international customers who would buy our increased 
production, and stuck with the one customer that doesn’t 

want or need more Canadian oil.
This looming crisis in market access 

has some in the industry already 
starting to pull back from Canada. 
Shell recently announced it was 
halting development of its Carmon 
Creek oilsands project, citing the lack 
of pipeline capacity. Around that time, 
according to a December 2 report in 
the Financial Post, Shell and three other 
oilsands majors were negotiating a 
“secret deal” with the NDP government 
and environmental groups whereby 
they would support the new Climate 
Plan in return for some pipeline 
expansion. 

That would make sense. Creating 
the pipeline capacity to export our oil 
beyond North America and get better 
prices for it would be in Canada’s 
national interest. As study after 
study has shown, oil production and 
oil exports create wealth, jobs, and 
revenue for all levels of government 

that pay for health care, education, and all the other social 
programs we love so much.

For the past decade we’ve had a federal government that 
understood this, yet still haven’t managed to build a pipeline 
that would give us access to global markets and global prices 
for our most valuable export. And now Canada’s new Liberal 
government has promised more regulatory restrictions and 
opportunities for provinces, First Nations and lobby groups 
to oppose pipeline projects.

Under the circumstances the odds against getting 
any export pipelines built seem higher than ever. But 
hope springs eternal, and as companies like Enbridge and 
TransCanada clearly understand, being the major foreign 
supplier of oil to the world’s largest economy is hardly the 
worst situation to be in. It’s a great place to start.

The fact that we can’t or won’t do more to advance 
our own national interest is not the fault of our neighbor. 
The shackles we place on the pipeline industry are mostly 
stamped “Made In Canada.”

❝Without new 
pipelines, by 
about 2020 we’ll 
be cut off from 
the international 
customers who 
would buy our 
increased oil 
production, and 
stuck with the 
one customer 
that doesn’t want 
or need more 
Canadian oil.~

Paul Stanway is a veteran columnist, editor, and author of several 
books on Canadian history. He has worked as a communications 
consultant for major corporations (including Enbridge on the 
Northern Gateway Project), and from 2007 to 2010 served as Com-
munications Director for former Alberta Premier Ed Stelmach.
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by Christopher Sands and Jesse N. Barnett

Former Prime Minister Stephen Harper's 
ambition for Canada to become an 
energy superpower followed the 

logic of expanding supply. It presumed that 
demand would be sufficient for this new 
production, particularly in Canada's major 
export market, the United States. It must be 
of some regret to him that things did not 
work out as he had planned.

Some historians pondering Harper’s 
legacy will be tempted to consign his failure 
to hubris and remember the whole episode 
solely as a cautionary tale. It would be a 
mistake for Canadians, especially newly 
elected Prime Minister Justin Trudeau, to do 
so in this case.

If Canada did not achieve energy 
superpower status on Harper's watch, the 
reasons must include dramatic changes in 
the U.S. energy market that, in combination, 
lowered demand for Canadian energy 
imports. For Canada to pursue its potential 
as an energy superpower – or at least 
as an energy great power – it needs to 
develop a path that adjusts to U.S. market 
conditions, and reduces dependence and 
risk by obtaining access to additional 
markets around the world. This essay 
will examine four main reasons Harper’s 
energy superpower dream fizzled, in 
hope of offering a better path to future 
policymakers.

Reduced U.S. consumption
First, Canadian petroleum supplies have 

become less important to the United States 
in the face of stagnating U.S. petroleum 
consumption.  While U.S. consumption of 
crude oil and petroleum had grown on 
average at around 1.2 percent per year 
between 1981 and 2004, since 2005, U.S. 
demand growth has actually reversed, 
shrinking by just over 0.8 percent per year 
on average. Compared to its peak in 2005, 
today’s U.S. economy uses almost 620 
million less barrels of oil per year – a decline 
of over eight percent. 

Most of this decline can be attributed to 

The Problem With One Customer
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two factors, neither of which 
are significantly influenced 
by Canadian policy. First, the 
North American automotive 
fleet has grown – albeit 
somewhat begrudgingly – 
more fuel efficient. Spurred by 
both consumer demands and 
government incentives, the 
Big Three auto manufacturers 
and their competitors have 
made vehicles lighter and 
more aerodynamic, and 
improved propulsion systems 
by developing more efficient 
engines, transmissions, 
turbochargers, and batteries. 
While average adjusted fuel 
economy had declined by 12 
percent between 1988 and 
2004 as the American dalliance with the SUV blossomed into 
true love, these technological advances helped to reverse 
this trend, with average adjusted fuel economy increasing 
by 22 percent between 2004 and 2015. Given that American 
motor vehicles account for 44 percent of the country’s oil 
consumption and 10 percent of world’s, these efficiency 
improvements are significant, and account for roughly 25 
percent of the decline in U.S. petroleum consumption. 

While improvements in fuel economy have had a 
significant impact on U.S. petroleum consumption, a 
second and far more significant factor (accounting for 
approximately 75 percent of the decline) is the decline in 
driving. Many have laid responsibility for this at the feet 
of the Great Recession. The logic of this claim is relatively 
straightforward: in response to a decrease in purchasing 
power, drivers choose to cut back on recreational travel, or 
switch to cheaper alternatives such as public transportation. 
Although some driving will occur regardless of the price of 
gas or the state of the economy (for example, commuting to 
work or school), at least 15 percent is discretionary and thus 
vulnerable to cuts.

The recession does not account for everything, however. 
For one thing, the start of the decline in per capita vehicle 
miles travelled precedes the Great Recession by almost 
four years. In fact, per capita miles traveled has declined 
every year since 2004, dropping from around 10,100 miles 
in 2004, to roughly 9,400 miles in 2013. According to the 
U.S. Department of Transportation, this is not due to a 
single event, but rather to an underlying trend of “changing 
demographics, saturated highways, and a rising preference 
for compact, mixeduse neighborhoods”. In sum, not only 
are Americans driving less than they once did, but they are 
doing so in vehicles that are more efficient. 

Increased U.S. oil production
Second, and worse still for Canadian aspirations, this 

reduction in demand has been accompanied by surging 

production from American oil fields.  Although it is still a 
technology in its infancy, horizontal drilling and shale 
fracking have fundamentally altered the U.S. energy market, 
with production growing from five million barrels per day in 
2008 to 8.71 million barrels per day in 2014. While prices 
for oil and natural gas averaged in real terms around USD 
79.56 per barrel and USD 4.70 per million BTU respectively 
between 2004 and 2014, a perfect storm of resurgent 
U.S. production, declining emerging market demand, and 
fortuitous geopolitical developments have seen prices for 
both commodities tumble to roughly half of what they were 
a year ago. 

Although much has been made of the winnowing effect of 
the current low price environment on U.S. energy companies, 
their misfortune is by no means beneficial to Canadian 
aspirations. Indeed, most U.S. firms that survive the price 
trough are expected to become more competitive in the 
future as they have only just begun to ascend the fracking 
technology learning curve. Data from the EIA shows that the 
output of shale producers per unit of capital has increased 
by almost 500 percent between 2010 and 2015. Furthermore, 
compared to Canadian oil sands production, U.S. shale 
production is often cheaper.  Marginal production costs in 
the two countries average $90 and $73 respectively, which 
suggests that the current oil glut will likely hurt Canadian 
producers more than their American counterparts. Add in the 
longstanding U.S. ban on crude oil exports (which forces a 
significant share of production to be sold domestically at 
submarket rates), and it’s clear why Canadian producers 
face an uphill battle in their attempts to further expand 
their presence in American markets.

The shift from coal to gas and renewables
Third, Canadian energy ambitions have also been stymied 

by growing importance of natural gas and renewables in 
American electricity generation. For Canadian natural gas 
production, the story is in many ways similar to the plight 
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of the country’s oil firms: both sectors face stiff and growing 
competition from the U.S., and both must contend with a 
low price environment. While the U.S. produced a little over 
59 billion cubic feet of natural gas per day in 2009, by 2014 
that would rise to 74.9 billion cubic feet, an increase of 26 
percent. Conversely, Canadian exports of natural gas to the 
U.S. have seen consistent decline, dropping by more than 19 
percent from just under 9 billion cubic feet per day to 7.2 
billion cubic feet per day over the same period. 

Canadian natural gas producers may take some long
term comfort in the fact that U.S. consumption of gas, 
unlike oil, has been increasing as the Americans transition 
from coal to gaspowered electrical generation. This 
year, gas surpassed coal for the first time in its share of 
U.S. power generation. The transition has largely been 
prompted by growing concerns over the environmental 
impact of coal, expressed through regulatory requirements 
and tariffs imposed on American power producers. Because 
of natural gas’ superior emissions profile and low cost, it 
has emerged as a favorite of utilities and decision makers 
alike. But it’s more bad news for Canada, because natural 
gas increasingly competes with other noncoal fuels 
for power generation, most notably hydro. Given that 
19 percent of American hydropower is imported from 
Canadian producers, the relative decline of hydropower at 
the hands of natural gas will likely displace yet another 
category of Canadian energy imports.

Environmental activism goes local
A final spoiler has been the rise of locallysituated 

environmental activism. Although environmental activism 
and criticism of the energy industry is by no means new to 
the U.S., President Obama’s rejection of a presidential permit 
for the Keystone XL Pipeline represents the emergence of a 
new form of environmental activism. Rather than attempt to 
achieve conventional victories in the form of modifications 
to comprehensive energy policies, many activist groups 
turned to a different tactic. While the U.S. energy industry has, 
by most accounts, won the permission – if not the blessing 
– of policymakers to exploit the opportunities afforded 
by the shale and natural gas revolution, the industry still 
relies upon a number of key pieces of infrastructure, such 
as pipelines, railways, and shipping terminals. Environmental 
groups have turned these local bottlenecks into chokepoints, 
using their importance to obtain asymmetrical leverage over 
the industry as a whole.

Beyond the super market
What distinguishes a superpower over a great or middle 

power in the international system is the capacity to change 
the system (or aspects of it) unilaterally. Through its energy 
renaissance, the U.S. has demonstrated that it is in fact an 
energy superpower still. 

Harper can hardly be faulted for failing to foresee the U.S. 
energy revolution coming. Few people did. If there was an 
oversight on his part, it was in considering supply and not 
demand. That may be folly, but it is not hubris.

In contrast, the Obama administration’s rejection of the 
Keystone XL pipeline was an example of folly and hubris. 
Folly, because the company can refile for a permit any 
time, making this action transitory and a poor basis for a 
presidential legacy on the environment. Folly, because the 
U.S. administration’s claims about the climate impact of the 
pipeline and the climate significance of rejecting the permit 
are exaggerated. And folly because the ritual sacrifice of 
some Canadian oil imports has been greatly exceeded by 
the dramatic increase in domestic U.S. fossil fuel production 
and consumption during the Obama years.

And hubris, because Obama’s treatment of Canadian 
energy will fuel efforts to build new energy infrastructure, 
from pipelines to powerlines, that will secure access for 
Canadian energy exports to markets beyond the U.S. Reliance 
on the U.S. market was always a risk for Canada, which needs 
global market access via routes to the sea for its oil and LNG 
exports in addition to pipeline and powerline connections 
to U.S. markets in order to get the best prices for its energy 
resources in all markets.

By taking Canadian energy for granted, and treating the 
largest U.S. foreign energy supplier shabbily, the enduring 
legacy of the Obama administration may be that it pushes 
the Trudeau government and those that come after to 
strive to realize the Harper vision, and make Canada a true 
global energy superpower before the end of this century. 

Christopher Sands is Senior Research Professor and Director of the 
Center for Canadian Studies at the Johns Hopkins University School 
of Advanced International Studies, the G. Robert Ross Distinguished 
Visiting Professor in the College of Business and Economics at 
Western Washington University, and a Senior Fellow of the Hudson 
Institute.

Jesse N. Barnett is studying international economics in the Energy, 
Resources and Environment Program at the Johns Hopkins Univer-
sity School of Advanced International Studies.
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by Philip Cross

Despite its triumphal denouement, the Paris Climate 
Change Summit is unlikely to result in a fundamental 
shift in fossil fuel consumption patterns. The 

commitments made are mostly aspirational and non
binding, as they must be to avoid outright rejection by the 
Republicancontrolled U.S. Senate and the Communist
controlled Chinese dictatorship. More importantly, energy 
consumption patterns change slowly, reflecting the large 
investments in existing infrastructure of energy production 
and consumption, and the efficiency of fossil fuels which 
make them dominant in areas such as transportation. Given 
the critical role fossil fuels play in economic growth, gradual 
change is probably the best outcome.

The history of economic development is the history 
of the amount of energy brought under human control. 
Economic historians have observed the close relationship 
between economic growth and energy consumption as we 
put more energy to work for us. American economist Deirdre 
McCloskey called the surge in energy use that began around 
1800 “the Great Enrichment.” The benefits to mankind have 
been enormous, extending life expectancy, increasing food 
output to sustain burgeoning populations, and lifting the 
standard of living for most people to levels not even royalty 
could aspire to just a few centuries ago. 

The late Italian economic historian Carlo Cipolla 
attributed both the Agricultural Revolution thousands of 
years ago and the Industrial Revolution starting in the 
late 18th century to people harnessing energy power. In 

the Agricultural Revolution, humans evolved from hunters 
and gatherers to cultivate and tame the energy in plants 
and animals, even if most plants and animals are not very 
efficient converters of energy. Fire, wind and water also 
increased the energy at the disposal of humans. Over time, 
people became more efficient at using all these energy 
sources, through rudimentary farm tools, irrigation, fireplaces, 
waterpowered mills and sailing boats.

Fossil fuelled industrialization
Fossil fuels played a negligible role in supplying energy 

until the Industrial Revolution. While everything on the 
planet is a possible source of energy, fossil fuels proved 
especially efficient and convenient in meeting the energy 
demands of industrialization. In Cipolla’s words, the Industrial 
Revolution “can be regarded as the process whereby the 
large scale exploitation of new sources of energy by means 
of inanimate converters was set on foot.” Coal was the first 
widespread source of inanimate energy, rising from 10 
percent of Britain’s energy supply in 1560 to 60 percent 
by 1750, in the process ending Britain’s deforestation. This 
began a cumulative process, where a rising supply of energy 
stimulated more economic growth, which boosted education 
that led to the discovery of new sources of energy, notably 
other fossil fuels.

The first commercial use of fossil fuels was kerosene to 
generate light and end our perpetual plunge into darkness 
after sundown. (This stopped the widespread slaughter of 
whales, whose oil until then was the main source of indoor 
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light.) The U.S.pioneered the exploitation 
of oil in the 19th century, a mantle it is 
reclaiming today thanks to innovative 
technologies to develop shale deposits. By 
1860, the oil age had begun in earnest due 
to the development of drilling technology 
in Pennsylvania. 

Alternative sources of energy besides 
fossil fuels have been developed. Hydro 
electricity production took off in the late 
19th century after Edison invented the 
incandescent lamp. By the middle of the 
20th century, man had mastered nuclear 
fission. But most renewable energy sources, 
notably solar and wind power, remain a 
negligible source of energy, reflecting their high cost and 
intermittent nature which limits them to mostly a backup 
role in energy production. Biofuels and biomass appear even 
less promising alternative energy sources, since they require 
valuable farmland that will be needed to feed the projected 
10 billion human inhabitants of earth.

Fossil fuels remain the main source of our greater 
command of energy power. In 1850, they accounted for only 
five percent of energy. Today they represent 87 percent of 
global energy supply, the same as a decade ago. In his 2014 
book The Moral Case for Fossil Fuels, Alex Epstein defines 
energy as “the capacity to do work.” Today that capacity is 
enormous. The average American’s machine energy use is 
186,000 calories per day, the equivalent to having 93 human 
beings at your service for transportation, cooking or doing 
chores around the home. The International Energy Agency 
foresees fossil fuels continuing to supply 75 percent of all 
our energy in 2040. Although the Paris Climate Agreement 
was hailed as the beginning of the end of fossil fuels, the 
end will likely be a long time coming.

From coal to oil to gas 
Our overall dependence on fossil fuels has changed little 

in recent decades. What has shifted is the mix of fossil fuels 
North Americans consume. First, oil gradually displaced coal 
in home heating. Once flared off as an unwanted byproduct 
of oil production, natural gas is rapidly replacing coal in 
electricity generating plants. These trends will continue as 
regulations in both the U.S. and Canada shut down power 
plants fuelled by coal. Ontario has closed all its coalburning 
power plants, while Alberta recently announced it will 
accelerate the phase out of coal power generation to allow 
oilsands production to survive even as carbon emissions 
are curtailed. Exporting liquefied natural gas from British 
Columbia to China would help China reduce its dependence 
on coalfired plants.

Oil is the dominant energy source today because it is a 
cheap, reliable and portable source of energy. The portability 
of oil means you can ship it long distances by pipeline, and 
then carry it around in an aircraft or in your vehicle. Its 
portability explains why it remains the dominant source 
for transportation, supplying 93 percent of the fuel used 

by automobiles, planes, boats, and 
railcars. 

Stephen Chu, President Barack 
Obama’s secretary of energy and 
a Nobel physicist, conceded in 
2010 that oil would remain the 
world’s dominant fuel “because 
oil is an ideal transportation 
fuel.” A gallon of gasoline has 
the energy content of 31,000 
calories. Gasoline is very efficient, 
delivering 85 percent of its energy 
to the engine. Chu pointed out that 
to match the energy in a gasoline 
tank, a car would have to have 

a battery with eight times more the space and weight of 
gasoline. Gas engines are the inefficient process in vehicle 
transport, converting only about 15 percent of their energy 
to propulsion (the rest is lost as heat).  As with agriculture, 
we have and will continue to sharply increase the efficiency 
in using inanimate energy. Just as the technical efficiency 
of steam rose from five percent for the Watt steam engine 
in the 18th century to 40 percent for steam turbines after 
the Second World War, the efficiency of other fossil fuel 
applications has and continues to grow. That should be our 
objective, rather than to abandon them.

While oil dominates transportation use, it is also 
widely used in industry and home heating, the other two 
major sources of energy demand in our society. Coal and 
manufacturing have always been closely linked; in ancient 
times, coal was used in furnaces to make metal ores. Large 
power plants were built in the late 19th century to fuel the 
growing manufacturing sector. Having power generated 
outside the factory allowed factories to be reconfigured for 
moving assembly lines, substantially raising manufacturing 
productivity.

However, the impact of oil on manufacturing goes well 
beyond a source of power. Oil pervades our manufactured 
goods; your car has more oil embedded in its materials than 
in its gas tank, including materials in the paint, plastic, seats, 
and tires. More generally, oil is a key ingredient in everything 
from our clothes to our furniture and technological goods. 
Oil is pervasive because it can be transformed into so many 
other materials and because it is abundant and relatively 
cheap.

The myth of peak oil
The public debate about fossil fuels for many years 

has been based on the implicit assumption that we were 
running out. According to this line of thought, we need 
carbon taxes and renewable energy sources to wean 
ourselves off a diminishing resource. In places like Alberta, 
it was the justification for creating public trust funds with 
energy revenues as a hedge against depletion. This narrative 
based on assumed shortages has not adjusted to the reality 
of the growing supply of oil and gas resulting mostly from 
technical advances in extraction. It is reflected in the sharp 
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drop in prices starting in late 2014 that shows every sign of 
being ‘lower for longer.’ Epstein celebrates the abundance of 
fossil fuels, and likens a carbon tax on the resource that has 
done the most to improve our standard of living to “taxing 
fruit and vegetables. Why would you do it?”

Of course there are environmental objections to fossil 
fuels. Some, like major spills and blowouts and petroleum 
train derailments and highdensity local automotive and 
industrial air pollution, are legitimate. Some are trivial, like 
a few dead ducks in an oilsands tailing pond. And some are 
hypothetical, such as global concerns about climate change. 
None of them justify limiting fossil fuels at all costs. As 
Epstein notes, human development is not making a safe 
climate more dangerous, but is making a dangerous climate 
safer for humans. Today’s poor are the most vulnerable to 
environmental disasters; their best protection is economic 
growth to increase the resources they can deploy to 
counter severe weather events. Socalled “global prioritizer” 
Bjorn Lomborg estimates that cutting carbon emissions 
significantly would cost the global economy $1 trillion a 
year, money that could be better spent improving lives in 
myriad other ways.

There are two ways of 
thinking about the dominance 
of fossil fuels since the 
Industrial Revolution. One is 
Cipolla’s idea that this era was 
a shortterm expedient after 
we found a onetime source 
of cheap ‘stored sunlight’ 
and used it profligately: 
“For millions and millions of 
years wealth was stored and 
cumulated. Then, someone 
in the family discovered 
the hoard – and started to 
dissipate it. We are now 
living through this fabulous 
dissipation.” In this view, the 
current generation adds little 
to fossil fuel production via 
better technology, such as the 
shale drilling revolution, but 
is simply squandering a rich 
inheritance from our ancestors.

A more optimistic view is 
that the supply of fossil fuels 
is virtually inexhaustible. 
After all, the current slump in 
oil prices has been driven by 
technological innovation, the 
very opposite of the shortage 
envisioned by proponents of 
‘peak oil.’ Emissions from fossil 
fuels will diminish as we learn 
to use them more efficiently, 
instead of the great waste 

currently embedded in the technology of car engines, power 
generation and home heating. As the renowned energy 
economist Daniel Yergin concludes in The Quest, the most 
important resource in the energy field is human creativity, 
“and that resource base is growing.” It is impossible to predict 
the energy sources technology will allow us to develop in 
the future or how they will boost the efficient use of energy, 
any more than it was possible a few years ago to predict the 
shale revolution in oil and gas. 

Yergin also promulgates the “law of long lead times”, which 
holds that weaning ourselves off fossil fuels would be a much 
more difficult process than many pretend. Long lead times 
reflect the considerable capital embedded in the existing 
energy infrastructure built upon fossil fuels. Commercial 
buildings, industrial plants and homes are constructed with 
a 60year planning horizon. Power plants are also planned 
for a life span of several decades, while a new oil field may 
require a decade between exploration and first production. 
Even the automobile fleet changes only slowly; at the 
current rate of 1.8 million new vehicle purchases a year in 
Canada, it will take 18.3 years to replace the existing stock 
of 33 million vehicles on the road. Yergin concludes that 

“history demonstrates that 
energy transition takes a 
long time. It took almost a 
century before oil overtook 
coal as the number one 
energy source.” 

Complex issues like 
longterm trends in energy 
use do not fit easily 
into modern political 
soundbites. But the reality 
is that fossil fuels will 
be part of our economy 
for decades to come, no 
matter how many wands 
are waved in Paris. Our 
economic, energy and 
environmental policies 
should be grounded in 
this reality. Attempts 
at revolutionary breaks 
with our fossil fuelbased 
civilization are doomed 
to fail; only gradual 
disengagement is possible, 
building on the successes 
of fossil fuels and not a 
blanket condemnation of 
their shortcomings.

Ottawa-based commentator 
and consultant Philip Cross 
maintains an economics 
website called InsidetheNum-
bers.org.
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A national climate change program? 
When pigs fly
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by Peter Shawn Taylor

“Canada is back, my good friends,” Prime Minister 
Justin Trudeau declared in Paris at the United 
Nations conference on climate change. “And we 

are here to help.” Donning the mantle of national leader 
in the fight against global warming and loudly promoting 
the concept of pricing carbon earned Canada’s new leader 
widespread acclaim on the world stage. He should be 
careful with his boasts, however. In placing himself at the 
head of Canada’s carbon pricing parade, Trudeau was in fact 
promoting a national emissions reduction target left to him 
by his predecessor, taking credit for the independent actions 
of other levels of government, and making commitments he 
is powerless to deliver himself or force upon others. There 
will be plenty of economic and political upheaval across the 
country as this parade gathers speed. But barring a dramatic 
invasion of provincial jurisdiction, Trudeau will be irrelevant 
to the entire process, however hard he waves his baton.

Canada is a highlydecentralized country with plenty 
of scope for provincial innovation on policies of national 

importance. Whether you consider this to be evidence of 
a messy “patchwork quilt” (as advocates of national social 
programs complain) or an elegant “national tapestry,” 
(according to fans of provincial autonomy) all the action 
on carbon pricing in Canada to date has occurred at the 
provincial level. 

In 2008 British Columbia established a carbon tax broadly 
applied to all forms of fossil fuel consumption. This year the 
tax will bring in $1.3 billion. All money earned is returned to 
taxpayers through various tax reductions in what is known 
as “revenue recycling”. The tax started off at $10 per tonne of 
carbon dioxide emissions and has been capped at $30/tonne 
since 2013. 

An alternative to taxing carbon directly is a capandtrade 
system. This sets a maximum amount of carbon emissions 
provincially and sells permits up to this amount to industrial 
and commercial emitters. These permits can then be traded, 
establishing a market price on carbon emissions. In 2014 
Quebec linked to California through the Western Climate 
Change Initiative and began crossborder trading in carbon 
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emission permits. The current price is approximately $15/
tonne. Ontario and Manitoba have recently announced their 
intention to join this program as well. 

Alberta, which in 2007 became the first province to levy 
a carbon tax on large emitters, this fall adopted a hybrid 
system with an economywide carbon price starting at $20/
tonne in 2017 and rising to $30/tonne the following year. 
While the Alberta scheme allocates emissions rights and 
allows for some trading within the province, most emitters 
will likely pay the set carbon levy, causing it to operate like a 
tax. It is thus distinct from the other two systems.

Eventually all provinces can be expected to establish 
their own system: either some sort of tax that involves a 
governmentmandated price on carbon, or capandtrade, 
which sets emissions targets and allows the price to be 
determined through the market. Regardless, it is a process 
occurring independent of any action or direction on the part 
of Ottawa. 

This is as it should be, according to Canada’s Ecofiscal 
Commission. “The provinces are all very different in energy 
use, economic structure and emissions 
profiles and so it makes sense for 
the provinces to take charge,” says 
Chris Ragan, chair of the bluechip 
carbon pricing advocacy group that 
includes former Prime Minister Paul 
Martin, former Reform Party leader 
Preston Manning and numerous other 
luminaries from Canadian economics 
and politics. “The number one thing the 
federal government can do right now 
is not get involved in carbon pricing,” 
Ragan argues. He’s looking forward 
to a “national tapestry of provincial 
policies” on climate change.

Trudeau’s Medicare 
prescription for climate change

Prime Minister Trudeau seems 
content to follow this advice. In a 
speech to the Calgary Petroleum Club 
last February, he explicitly referenced 
Canada’s decentralized health care 
system as his model for carbon pricing. His election platform 
also promised to let the provinces take the lead. So aside 
from his enthusiastic cheerleading, Trudeau is actually 
following the same handsoff policy of his predecessor. 
B.C.’s carbon tax and Quebec’s capandtrade system both 
sprang into existence on former Prime Minister Stephen 
Harper’s watch. And Canada’s official submission to the Paris 
conference − a commitment to lower national emissions to 
30 percent below 2005 levels by 2030 delivered with such 
flair by Trudeau, is another gift from the Harper era. Whatever 
“panCanadian framework” on climate change is established 
at a muchanticipated federalprovincial meeting expected 
this coming March, it will inevitably consist of preexisting 
provincial initiatives developed without input from the 

federal government. 
How this provincial patchwork/tapestry will affect the 

Canadian economy remains uncertain. Current carbon prices 
don’t appear to pose a major threat. “At $15 to $30 per tonne, 
there will be more or less no impact on the economy,” says 
Nicholas Rivers, Canada Research Chair in Climate and Energy 
Policy at the University of Ottawa, who has done extensive 
economic modeling on various carbon pricing scenarios. 
Ragan concurs, arguing that strict revenue recycling can 
ensure consumers and businesses are left no worse off by 
having to pay to burn carbon. Even Ross McKitrick, CBE Chair 
in Sustainable Commerce at University of Guelph and one 
of the world’s most cogent critics of current climate change 
science and policy, agrees today’s carbon prices present 
little risk to economic activity. B.C.’s carbon tax has raised 
gas prices by 7 cents a litre, he notes, but the economy has 
survived much bigger price shocks in the past. 

Of greater concern for McKitrick is the thick layer of 
regulation that currently constrains economic activity in 
the name lowering greenhouse gas emissions. It is the 

cause of blocked or delayed pipelines, 
forced coal power plant closures, hard 
emission caps and much else that 
harms investment, jobs, economic 
growth, and government revenues. 
Then there’s the economic damage 
inflicted by government funded or 
mandated energy efficiency programs, 
most of which are massive money 
losers. A U.S. program to encourage 
low income households to insulate 
their homes, for example, boasts a 
10 percent rate of return and costs 
taxpayers about $500/tonne of carbon 
emissions saved. McKitrick’s research 
suggests biofuel initiatives, such as 
blending ethanol in gasoline, cost at 
least $400/tonne. To ensure a modest 
carbon price really has a benign impact 
on growth, he says it will be necessary 
to “repeal all these other inefficient 
command and control regulations.”

But just as low carbon prices alone 
may have little or no impact on economic growth, they will 
likely have little or no impact on carbon emissions. “You need 
to distinguish between modest carbon prices from the sort 
of things we will need to do to reach ambitious targets on 
emissions,” says Rivers. Along with Trudeau’s recycled pledge 
to cut emissions by 30 percent within 15 years, the Paris 
agreement also commits signatory nations to limiting the 
overall growth in global temperatures to no more than 2ºC. 
“To do these things, we’re going to need carbon prices that 
are a lot higher than $30 a tonne,” Rivers observes. Meeting 
these goals will inevitably require carbon prices in the triple 
digits. 

The International Energy Agency pegs the world carbon 
price necessary to hit a 2ºC maximum at $135/tonne by 

❝Aside from 
his climate 
cheerleading, 
Justin Trudeau 
is actually 
following the 
same handsoff 
policy of Stephen 
Harper.~



Volume 9, Issue 4  29 

2030 in current dollars. Rivers’ calculations show even a 
$100/tonne carbon tax could cost the Canadian economy 
up to one percent of GDP. “Some sectors will become 
economically unviable” at this price point, he notes. “There 
will be significant structural change.” Industries facing an 
existential crisis include coal, cement, petroleum refining, 
heavy chemicals and certain aspects of agriculture. It’s 
possible Canadian oil and gas extraction could survive, he 
allows, although this depends on world prices. 

The Paris Climate Agreement, with the unconditional 
support of Canada’s Environment minister Catherine 
McKenna, set a substantially more aggressive 1.5ºC global 
temperature target as its ultimate goal. For that, a carbon 
price closer to $300/tonne would likely be necessary. Such 
a scenario is uncharted territory with entirely unpredictable 
(though obviously terrifying) consequences. “We have no 
experience with a tax anywhere near that size,” says Rivers. 

McKitrick has a pretty good idea what would happen. 
“Given that it’s unlikely China, India or even the U.S. will ever 
adopt a carbon price of $100/tonne or more, the resulting 
capital flight out of the Canadian economy would be 
devastating,” he says. “Our entire tax base would flee.” 

In signing the Paris agreement, Trudeau has committed 
Canada to a plan that requires aggressive decarbonization 
of the national economy. To do this will require carbon 
prices many, many times higher than those currently in 
existence or planned at the provincial level – prices that 
will shutter key components of the Canadian economy and 
cause considerable economic hardship, particularly in oil
producing provinces such as Alberta and Saskatchewan. 
Proponents of the threat posed by global warming argue this 
sort of dislocation is necessary to turn back the tide of carbon 
emissions and shift the economy onto a new energy track. 
No doubt. But how exactly will Ottawa ensure it happens?

Next up, Canada’s own climate summit  
The March meeting with the premiers should prove 

a fascinating test of Trudeau’s powers of persuasion – or 
deflection. If he is intent on keeping Canada to its ambitious 
Paris targets, he’ll need the provinces to agree to do more – 
much more – on carbon pricing and emissions curtailment. 
But despite the provinces’ firstmover status, they’ve already 
demonstrated a keen sense of politicallymotivated caution 
when it comes to protecting vulnerable sectors and avoiding 
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exposing voters to economic pain, 
even at low carbon prices, all of which 
suggests a looming clash of visions 
over climate change.  

Consider the inner workings of 
Quebec’s capandtrade system. While 
it sets a maximum limit to emissions 
in the province, the province has 
left plenty of room for its famous 
preference for picking winners and 
cultivating corporate champions. A 
long list of sectors are to be given 
their emissions permits for free. This 
giveaway includes politicallysensitive 
industries such as aluminum, cement, 
mining, pulp & paper, gypsum and agri
food. California has an equivalent list of protected sectors, 
including wineries, fruit packing, guided missiles and space 
vehicles. Ontario will doubtless have its own separate list of 
sheltered industries once it joins Quebec and California. This 
banquet of free permits distorts the efficiency arguments for 
carbon pricing and undermines the proper functioning of the 
carbon market.

“Capandtrade is like a milk marketing board for 
fossil fuels,” McKitrick snaps. He cites Europe’s emissions 
trading system as evidence for how a liberal application 
of free permits by jurisdictions worried about putting their 
economies at a competitive disadvantage can permanently 
derail such schemes. The current market price of carbon in 
Europe is just $12/tonne. 

B.C.’s carbon tax, often praised as a textbook example 
of a “revenue neutral” carbon pricing system, has also 
been undermined by political meddling and concerns 
over economic impacts. Initially all tax revenue was to be 
recycled into personal and corporate tax reductions, thus 
insulating consumers and businesses from the hardship of 
higher energy prices. Since Christy Clark became premier, 
however, carbon tax revenue has been directed to various 
boutique tax credits for such things as home renovations and 
children’s fitness programs. Certain segments of agriculture 
have been given permanent exemptions. And the biggest 
business tax reductions now go to the film industry, that oft
favoured recipient of unjustified goodies from taxpayers. 

In 2013 B.C. halted any further increase in its carbon tax 
due to the “small negative impact” of the tax on provincial 
GDP. “Increasing the carbon tax beyond the current $30/
tonne would have a stronger negative impact on economic 
growth,” a provincial assessment states. This demonstrates a 
“provincial pain threshold” for carbon price that’s far below 
what will be necessary to fulfill Trudeau’s Parisian pledges, 
says McKitrick. “B.C. is a very green province and if $30/
tonne is as much as they are willing to tolerate, then the idea 
any government can hit people with a $100/tonne tax and 
maintain their popularity seems pretty farfetched.” 

It bears mentioning that many provinces have discussed 
emission or carbon price targets that appear every bit as 
ambitious as what Trudeau signed up for in Paris. The Alberta 

Climate Leadership Panel chaired 
by economist Andrew Leach, which 
provides the template for the Notley 
government’s new policy, contemplates 
a $100/tonne carbon levy by 2030. 
A similar B.C. advisory group says the 
province needs to increase its carbon 
tax to $350/tonne by 2050 if the 
province is to meet its obligations 
under provincial legislation. And this 
September, Quebec announced the very 
aggressive emissions reductions target 
of a 37.5 percent reduction by 2030 
from a 1990 base. Meeting this goal 
will require a dramatic curtailment in 
provincial emissions permits, free or 

otherwise.
As much as the provinces may appear to be lining 

up behind Trudeau on the climate change file, however, 
remember these are still early days. Despite the frothy 
idealism in Paris, the development of carbon pricing policies 
in Canada has not yet reached full flower. More importantly, 
there have been no obvious quarrels between provinces or 
substantial pushback from voters. But this sort of conflict 
is inevitable over time, says Tracy Snoddon, an economist 
at Wilfred Laurier University who specializes in federal
provincial relations. “Once we start to see large differences 
in carbon prices between provinces, they’re going to start 
acting more like competitors than colleagues,” she says. This 
competition will be most notable between those provinces 
that choose a carbon tax and the group involved in the 
burgeoning capandtrade system. If, based on European 
experience, emissions trading prices are kept low by 
protectionism, industrial policy giveaways and other forms 
of political meddling, this could lead to dramatic shifts 
in regional economic mix. Whoever offers an exemption 
to the cement industry, for example, can expect to gain at 
the expense of provinces that don’t. As Alberta’s Leach 
Report explains: “imposing policies in Alberta that are more 
stringent than what we have suggested is not tenable until 
our peer and competitor jurisdictions adopt policies that 
would have a comparable impact on their industrial sectors.” 
No province will be so eager to fight climate change that it’ll 
allow others to benefit at their expense. All politics is local, 
even when it concerns global warming.

Another Trudeau, another NEP?
Further, having staked out their primacy in a brand new 

policy field, the provinces will be in no mood to take orders 
from Ottawa, particularly if federal direction affects the 
provinces unequally − which is inevitable. With different 
systems in operation across the country, any national plan 
will require convergence on either price or emissions 
targets. A collegial response to any federal request in this 
regard seems highly doubtful. One shudders to imagine the 
reaction from Quebec City if the prime minister suggested a 
doubling of their emissions permit prices to match the $30/
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tonne in effect in Alberta and B.C. The same response can be 
expected from any attempt to allocate emissions reduction 
targets across the country on a proportional basis, since this 
would increase the hardship on oilproducing provinces. 
On the other hand, why would Ontario accept a per capita 
emissions target that hits morepopulous provinces harder? 
(Avoiding entrapment in any crosscountry initiative is the 
real reason behind Alberta’s distinctive hybrid approach 
since it defies easy linkage with other jurisdictions.) Trudeau 
could try to impose a national standard on price or emissions 
by fiat, but that would be politically toxic; and uncomfortably 
reminiscent of his fathers’ reviled National Energy Program. 

Those comparisons may soon be invoked in Alberta if 
Trudeau’s government makes good on its promise to expand 
the mandate of the National Energy Board to include 
upstream emissions from oil extraction in its pipeline 
permitting process. Such a move could make it even harder 
to get pipelines approved, and would be widely seen as 
singling out the already struggling Alberta energy sector for 
federal carbon punishment. 

Finally and crucially, says Snoddon, “Ottawa lacks access 
to the billions of dollars of carbon revenue that will soon 
be flowing to the provinces.” The Leach Report estimates 
Alberta’s revenues from a carbon levy at $3 billion in 
2018. Quebec expects to make $2.5 billion by 2020 selling 
permits. This is money that won’t be available to the federal 
government to bribe recalcitrant provinces into going 
along with any national plan. With Ottawa’s fiscal situation 
already deteriorating due to a panoply of Liberal promises 
in other areas such as infrastructure, traditional chequebook 
federalism won’t be an option for the climate change file. 
On carbon pricing, the fiscal imbalance now heavily favours 
the provinces. It’s a dramatic reversal from the standard 

model of Canadian federalprovincial relations (excepting, of 
course, the Harper era) in which Ottawa is dominant and the 
provinces take orders.  

To fulfill his global pledges Trudeau will ultimately 
have to rely on the goodwill and cooperative instincts of 
the premiers. Good luck with that. While the prime minister 
cites Medicare as his model for a coordinated national 
climate change policy, health care is a benefit appreciated 
by all Canadians and creates no major tensions between 
the provinces, who benefit from massive transfers of federal 
cash. Carbon pricing, on the other hand, disadvantages all 
consumers and puts provinces in direct competition with 
one another for jobs and economic growth. For this reason 
the appropriate analogy is not Medicare, but rather those 
many intractable problems that perpetually plague Canadian 
federalism, such as internal trade, security regulation and 
harmonized tax policy. If the premiers still can’t agree to 
allow beer to cross provincial borders – and Quebec fought 
a rearguard action against buttercoloured margarine 
for decades – is it realistic to believe they’ll all join hands 
and allow Ottawa to set rules on carbon that could wreak 
economic havoc and/or put their provinces at a competitive 
disadvantage? The March meeting will tell the tale. 

Whatever happens on climate change in Canada, it will 
occur because the provinces make it happen. And that means 
they must see it to be in their own selfinterest. Ottawa 
won’t be running this show. The prime minister may think 
he’s leading the parade, but he should check behind him 
every once in a while to make sure it’s still there. 

Peter Shawn Taylor is editor-at-large of Maclean’s. He lives in 
Waterloo and is married to Tracy Snoddon.
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