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When it comes to demonizing our most
important hydrocarbon, environmentalists have
found allies in the peak-oil movement. But the
truth is that oil can — and will — play a key role
in our efforts to create a sustainable energy mix.
And we have more of it than we think
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second, imagine a world

without oil. No more

trains, planes or automo-
biles — too expensive

to run. Internet and other
entertainment? Expect
restrictions due to cost.

Candlelight dinners won’t be romantic. They’ll be common-
place. That’s a world some say is coming unless we switch to clean
energy — fast. Although the exact date keeps getting pushed back,
those people argue that, at some point, oil production will decline,
not due to a lack of demand, but because it just won’t be there to get
out. It’ a theory called peak oil and it’s a legitimate concern. Fossil
fuels are a finite resource. One day the earth will be dry. No more
oil. No more natural gas. No more coal.

But what if there is actually enough fossil fuel lying around to
last up to, say, 800 years, even factoring increased demand from
emerging economies and population growth. If that’s true, and just
as many people believe that idea as they do peak oil, why bother
with alternative energy at all? It’s costly. And judging by the head-
lines, no one wants a wind farm in their backyard. Moreover, we're
in the early stage of an economic recovery that is still quite fragile.
We need cheap conventional oil more than ever.

Both takes look a little ridiculous when laid out on paper, but
that doesn’t stop the usual suspects — devout leftie environmental-
ists, rabid conservative talk-show hosts and their ilk — from declar-
ing the end of the world is nigh, or not. Few occupy the middle
ground. At least, few who make a fuss about it. Usually, though the
fuss finds them. Take Mark Jaccard, a professor of environmental
economics at Simon Fraser University in Vancouver and author of
several well-received books, including Sustainable Fossil Fuels: The
Unusual Suspect in the Quest for Clean and Enduring Energy, which
won the Donner Prize in 2006 for the top book on Canadian public
policy. He believes the world will switch to clean energy, but so
gradually that many won’t notice either the difference or the extra
cost as cheap oil is replaced in our energy mix.

That sounds completely reasonable, yet Jaccard is a lightning
rod for criticism. “You take flak, but it really has been from people
who aren’t really interested in evidence,” says Jaccard, who has ad-
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vised federal and provincial governments
for more than 20 years, starting with Brian
Mulroney in the late 1980s. “They have
a view of the world and they dont really
want to consider counter-stuff to that. Our
cognitive ability is extremely biased by our
self-interest or our wishful thoughts.”

For thinkers like Jaccard, the inconve-
nient truth is that oil, and all fossil fuels
by extension, are necessary because they
are the most cost-effective energy sources
available. And, with the right set of poli-
cies, oil can be a sustainable fuel for de-
cades — if not centuries.

LET’S FACE IT: our depen-

dence on oil as a cheap energy source isn’t
going to disappear overnight. Indeed, it
may only increase in the short term. But
by keeping an eye on the long-term goal
of reducing the amount of carbon that pol-
lutes the atmosphere, our use of fossil fuels
will grow more slowly and there can be an
orderly transition from conventional oil to unconventional oil and
alternative forms of energy. But everybody will have to pay for that
change. There’s no escaping higher energy costs as more expensive
clean energy comes on-stream.

And therein lies the rub for many. Renewable energy costs more
than the cheap crude we've grown accustomed to using. Even
when oil hits US$100 a barrel, as it first did at the start of 2008,
it’s still a more cost-effective fuel than just about everything other
than natural gas and coal — two other fossil fuels. While there are
diverging viewpoints on how much oil there actually is and how
fast we'll use it, BP% Statistical Review of World Energy 2009 states
there is about 1.25 trillion barrels of proven oil reserves, enough
to last 42 years at current growth rates (we used about 84 million
barrels a day in 2008).

Even rosier outlooks apply to the other fossil fuels that make
up our hydrocarbon economy. Coal is cheaper and more plentiful
than oil, particularly in the U.S., which makes it the top fuel of
choice for American power plants and heavy energy users such as
data centres. According to a Greenpeace report, Make IT Green:
Cloud Computing and its Contribution to Climate Change, global tele-
communications and data centres use more energy than all but
four countries (the U.S., China, Russia and Japan. No surprise then
that Apple, Facebook, Microsoft, Yahoo and Google all use coal to
power some of their facilities even though they all say they consider
the environment in their business decisions.

And natural gas is becoming the go-to fuel for companies such
as Encana, which split into two companies earlier this year, and
Royal Dutch Shell. Encana in March announced it will spend an-
other $750 million to more than double its natural gas production
over the next five years. About 75% of the money will be spent on
developing its Haynesville shale land, which straddles to Louisiana-
"Iexas border. Encana believes so much natural gas will be coming
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on-stream that long-term prices will STHigEEE
make margins by having a low-cost manufactir o

Meanwhile, major energy producers continue to see the future
in terms of hydrocarbons. Royal Dutch Shell, which sold its solar
business two years ago, spends 75% of its research and develop-
ment budget on fossil fuels. Most of the rest is spent on biofuel. BP,
which deems itself an environmentally conscious company — an
assertion backed up by the fact that it was one of the first oil giants
to publicly state climate change is a problem — spends just 5% of
its R&D budget on alternative energy.

And why should it spend more? As Robert Riley, BP Trinidad
and Tobago chairman and chief executive officer told an Ameri-
can Chamber of Commerce of Trinidad and Tobago energy
luncheon in late March, “There is gas almost everywhere.” The
same may be true of oil.

HE PEAK-OIL movement was started by Marion
King Hubbert, a geoscientist who worked for decades ago at the
Shell Oil Co. research lab in Houston. In 1956, Hubbert created
the first models to predict that oil production in the U.S. would
peak between 1965 and 1970. He was right. Production peaked in
1970. In 1974, he predicted that peak oil would occur worldwide in
1995 if “current trends continue.” They didn’t.

‘That’s a big problem with peak-oil theory. It assumes that demand
always rises and that big new sources of oil will never be found. Yet
oil consumption dropped during the latest economic downturn, It
also dropped in the late 1970s and early 1980s because of a switch
to more fuel-efficient cars and the shift to electricity and natural gas
for home heating, among other factors. And new supplies are being
found all the time. One of the biggest was off the coast of Brazil
in 2007, where state-owned Petrobas found an il field containing
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up to eight
billion barrels of light
crude, the kind favoured by inter-
national markets. Just last September, BG, the
former exploration arm of British Gas, found another field off
the coast of Brazil thought to contain two billion barrels of recov-
erable oil. A week or so earlier, BP announced a major find in the
Gulf of Mexico that may contain up to four billion barrels, and
Iran announced an even bigger find of 8.8 billion barrels.

Granted, some of these new supplies are more expensive to
get out and they’re sometimes heavier than international markets
prefer, but it shows that governments have been right to largely
ignore peak oil theorists, who still believe we’ll hit peak produc-
tion sometime between now and 2030. Given the varying predic-
tions, the effect of the economy and the race to find new sources of
oil, it seems reasonable to expect that we’ll only know peak oil has
occurred in hindsight.

One more optimistic estimate predicts we’ll run out of oil
sometime before 2150, followed by gas around 2300 and coal
sometime near the 25th century. All told, there’s enough fossil fuel
in aggregate to last about 300 years. Put another way, that’s enough
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to keep the next 10
generations going. And
those estimates don’t factor
in the huge potential of uncon-
ventional gas reserves such as gas
hydrates found in Arctic permafrost
and geopressurized gas that is 10,000 to
25,000 feet below the earth’s surface.
That doesn’t mean efforts to find ways to
make alternative energy systems more cost-effec-
tive should be discontinued. At some point society
will depend more on those supplies than conventional
energy forms. But we also shouldn’t underestimate our
ability to turn heavy oil found in the oil sands of Alberta and
the estimated 1.5 trillion barrels of shale oil in Colorado into a
cost-effective and clean form of energy.

In any case, there isn’t a lot that governments can do if we start
to run out of the cheapest, low-cost forms of conventional energy.
Since the Kyoto protocols were first negotiated in 1997, Canada
has adopted a number of non-compulsory policies designed to
shift businesses and consumers to less polluting technologies and
lifestyles. The Green Plan in 1990. The National Action Program
on Climate Change in 1995. Action Plan 2000. The 2002 Climate
Change Plan for Canada. Project Green in 2005. All have failed.

And fledgling attempts to force energy consumers to cleaner
forms of energy have had mixed success. California, for example,
is trying to implement a cap-and-trade system but the energy in-
dustry and an anti-tax group are challenging it. Alberta was the
first in North America to adopt one, but its weak. Ontario, Que-
bec and the Canadian federal government all say a cap system is
the way to go, even if they differ about the details. Europe, on the
other hand, has a cap-and-trade system in place for all industry,
while most of Asia and the developing world have little restric-
tions. To be effective, emissions reduction has to be a worldwide
effort and consistently applied. That seems unlikely given the vari-
ous failures of Kyoto, but regulations — the bane of commerce
— are necessary if we are to continue using oil in a way that allows
us to wean ourselves off it in an orderly fashion.




A LACK OF OIL isnta major issue in the short term.

The real trick is making it part of a sustainable energy mix that
helps create a cleaner planet in the long run. Jaccard, for one,
believes the former can help the fuel the latter. He says that if
we deal with the climate issue, peak-oil concerns go away. “The
climate issue is what economist call an externality, and the mar-
kets don't take care of it,” says Jaccard. “The atmosphere is not a
commodity that we trade, it’s priceless.” Yet we have to puta price
on it, or more precisely, a price on carbon emissions, something
that Jaccard says can be politically unpalatable. Just ask Stephane
Dion about the folly of trying to convince Canadians that a car-
bon tax is a good idea. Even many environmentalists believe that
we can reduce our emissions by voluntarily cutting
back on our pursuit of comfort. But “this is tanta-
mount to believing we don’t need fines for speeding
in school zones since we would all restrain ourselves
voluntarily,” Jaccard says.

Whether or not you believe in climate change, no
one can deny that humanity has some effect on the
earth. But rather than develop yet another wishy-washy
environmental policy, Jaccard says Canada could de-
mand that new oil sands projects cannot be started un-
less the extra CO, emissions in the production process
are captured and store. Norway implemented such a
regulation a decade ago and oil companies there now
bury CO, under the North Sea. Canada could also in-
troduce emissions standards to wean vehicles off gaso-
line and onto renewable energy, and implement stan-
dards for new buildings and some industrial processes.

In a perfect world, revenue from a carbon tax or
cap system would be returned to industry as an incen-
tive for them to build more environmentally friendly
energy plants and products. But any move by govern-
ment will cause controversy. The Liberal party in British Colum-
bia implemented a carbon tax (albeit one that is offset by tax cuts)
in 2008. That effort continues to be denounced by the opposition
NDP. A year earlier, the B.C. government also announced it would
implement a policy requiring all new energy generation projects
in the province to effectively have zero emissions through the use
of carbon offsets. The combination of a tax and policy changes has
had a profound effect, says Jaccard. “In B.C. we’re doing nothing
but renewables now — river hydro, wind and biomass — and those
things are gradually driving up our electricity price, but nobody
seems to notice.”

While the extra cost of renewables is an obvious drawback, par-
ticularly from an optics point of view, a less obvious one is land use.
“Renewables are a low-density, dispersed and intermittent form
of energy and so that can have quite an impact on the land base,
even more than an oil sands project believe it or not,” says Jaccard.
“There’s no such thing as clean energy. Every form of energy has
its impacts and its risks.”

For governments, a switch to cleaner energy sometimes means
trading off local aesthetic interests for the greater good. Wind tur-
bines chew up birds, are blights on the landscape to some and may
cause something called Wind Turbine Syndrome, the effects of

which include sleep problems, headaches and dizziness. Solar fields
and run-of-the-river hydro systems also use up a lot of land. So-
lar has higher start-up costs than fossil fuels and only works when
the sun in shining, while river hydro is particularly egregious to
some because they appear to sully often picturesque waterways. In
B.C. there has been a backlash from environmentalists and anglers
because river hydro systems are seen to be affecting the annual
salmon runs. “Even though these projects don’t affect any of that,
there’s the perceptual challenge because it seems like they’re being
put everywhere,’ says Jaccard.

Of course, fossil-fuel plants are opposed, as well. In the east, op-
position to new natural gas plants to help wean Southern Ontario
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off coal is rampant. The proposed $365-million York Energy Cen-
tre in Holland Landing is being opposed because it will be sited
on six acres of prime farmland. And Oakville council is blocking
construction of a 900-megawatt plant by extending an interim de-
velopment freeze on the proposed site.

While technology and policy innovation can help us figure out
our challenges — be they related to continuing to develop hydro-
carbon resources or adapting to cleaner forms of energy — we’ll
continue to struggle until everybody gives a little bit. But one thing
is clear: Our future includes fossil fuels. And the 300-year supply
the earth has seems to give the world plenty of time to switch gears
in the long run.

Which may be the best way to proceed. Clean and low-cost en-
ergy may not be the panacea it would seem to be. For one thing, it
would free people to consume as much as they wherever they want.
As Jaccard points out in Sustainable Fossil Fuels, that “could intensify
the pressure on valued ecosystems and the depletion of other non-
renewable resources.” Better to make “sustainable” the key word
in this debate. After all, oil isn’t the enemy itself. The issue is how
wisely we use our resources. And the better we get at building our
energy mix, the better positioned we’ll be to use fossil fuels — when
and where we need it — for generations to come. FP
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