
Can Canada remain an ‘energy superpower’? 

 

A decade ago, Canada was being touted by political leaders and media commentators as an 

"energy superpower." Does that description still fit today – and will it be appropriate tomorrow? 

It goes without saying that energy is a key part of the Canadian economy. It represents about 10 

per cent of GDP and one-fifth of exports. Canadian oil production has grown by around 50 per 

cent in volume terms over the past decade – driven by oil sands investment and production – 

although natural-gas production has softened. Canadian exports of oil, natural gas and low-

carbon electricity are very much in demand in the U.S. market. 

But the energy game is changing. Four factors are going to challenge Canada's future status as an 

energy power. 

Factor 1: Ample new sources of oil and natural gas supply. Arguably the most striking story 

of new energy supply is happening not in the traditional Organization of Petroleum Exporting 

Countries countries, but right next door in the United States. U.S. production of both oil and 

natural gas has grown significantly over the past decade. Sophisticated technology – specifically 

the combination of fracking and horizontal drilling – has allowed oil and gas trapped in porous 

rock to be extracted economically. While Canada has grown its share of U.S. oil consumption at 

the expense of OPEC producers, U.S. domestic natural-gas production has slowly crowded out 

Canadian gas exports. And whenever prices creep upward a bit, the U.S. energy industry appears 

able to respond quickly with new and efficient investment, and increased production. 

Factor 2: Structurally weaker prices for oil and gas. Oil prices have recovered after 

collapsing two years ago, but appear to be constrained at around $50 a barrel – half of what they 

were in mid-2014. Natural-gas prices are largely determined regionally; prices in North America 

have been moderated by the structural changes in U.S. gas production. Oil and gas prices may 

improve a bit into 2018. But earnings for many Canadian energy producers have already been hit 

hard, cushioned partially by a floating loonie. 
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Factor 3: Inadequate access to global markets. Thanks to emerging markets, global demand 

for oil and gas is robust and still rising – but Canadian suppliers are unable to take advantage. 

They have little pipeline access to global energy markets, and possible new pipeline projects 

have to run the gauntlet of regulatory approval with many conditions set, and local politics. The 

inability to access global markets has hurt sales prices for Canadian oil and gas producers for 

decades, with significant North American price discounts. Shipping by rail is an alternative, but 

it is more expensive and more dangerous. 

Factor 4: The transition to a low-carbon economy. The low-carbon transition now under way 

represents a fundamental, long-term structural change in how the world will consume and 

produce energy in the decades ahead. The U.S. withdrawal from the Paris climate accord may 

slow the adjustment a bit, but other actors such as the European Union and China are not likely 

to change course. 

Although there is no single pathway to a lower-carbon economy, there are many signs of changes 

to come. Global targets have been set for reductions in greenhouse gas emissions. Carbon pricing 

is in effect, both in Canada and elsewhere. Countries and auto producers have announced their 

intention to shift toward low-emission vehicles, although they still represent a very small share 

of the global market. Electricity producers are eliminating coal and shifting to natural gas as an 

input, as well as developing renewables and reconsidering nuclear as a low-carbon power source. 

What can the Canadian energy sector do to adapt to this coming reality? Energy producers can 

start by setting an ambitious goal – to become the most-efficient low-carbon source of oil and 

gas production, certainly in North America. The sector could continue to build and sell expertise 

across the entire energy value chain. Beyond production and extraction, there is money to be 

made in energy construction and a wide range of specialized energy services, from research to 

finance. A full array of lower-carbon energy management alternatives can continue to be 

developed, including carbon capture and storage, nuclear energy and innovative energy-storage 

options. Public policy should be designed to support all three elements of a low-carbon energy 

strategy. 

Canada could become a "clean-energy superpower" if the low-carbon transition is embraced and 

acted upon. But if we can't adapt, Canada's energy industry will be hard-pressed to maintain its 

stature in the decades ahead. 
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