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OPINION

Canada, don’t make the same mistake with
LNG that Australia did

MARK OGGE
SPECIAL TO THE GLOBE AND MAIL
PUBLISHED YESTERDAY
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Tanker carrying LNG Canada's first export of liquefied natural gas to Asia, June 30. In Canada, Alberta and
B.C. produce 98 per cent of Canada’s nafural gas.
ROBIN ROWLAND/THE GLOBE AND MAIL

Mark Ogge is principal adviser at The Australia Institute, a public policy think

tank in Canberra.

For decades, the populous eastern states of Australia had an abundant supply of
low-cost gas. That all changed in 2015 when a few corporations started exporting
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prices. The result was a tripling of wholesale gas prices in the country, and a huge
transfer of wealth from Australian households and businesses to the handful of
gas corporations to which we had given control of our resources.

The gas corporations convinced our governments that if they were allowed to
develop the vast onshore reserves in the state of Queensland for export, we would
experience enormous economic benefits, while gas prices would remain low.

None of it was true. Instead, large areas of our beautiful country have been
transformed into industrial gas fields and we now have expensive gas, rolling gas
shortage fears and few economic benefits.

It appears Canada may be making the same mistake.

Prior to 2015, the wholesale price of gas in the country was under $4 a gigajoule
(all figures in Australian dollars unless otherwise noted). Gas producers couldn’t
ramp up prices because of the laws of supply and demand; we had an ample
supply of low-cost gas for the limited domestic market.

LNG Canada starts exports to Asia and explores pathways to expansion

But the opening of gas export terminals meant the Australian market was now a
small part of the huge global market, where gas prices were three times higher
than at home. Gas exporters were able to force Australians to compete with Asian
customers who were prepared to pay much more than the long-term price in
Australia.

Not only that, these projects were approved on the basis that producers would
only ship out gas from onshore fields developed specifically for export. However,
the liquefied natural gas producers overestimated, or perhaps overstated, their
export reserves. They began exporting domestic gas as well, further tightening at-
home supply, driving up prices and risking, or arguably engineering, potential
domestic shortages.

Because producers target gas that is easier to extract at a cheaper price, they have
exhausted vast quantities of Australia’s lower-cost gas — they export the
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equivalent of two years’ worth of our total domestic gas consumption every year,
leaving Australians with the remaining, more expensive gas.

Norway’s Marinvest Energy pitches LNG project in Quebec

The tripling of wholesale gas prices to more than $12 a gigajoule happened within
a few years of the country venturing into LNG exports, something Canada has just
begun to do. Then, during the 2022 global energy crisis, our exposure to global gas
prices, as a result of LNG exports, led Australian gas prices to triple a second time
to around $50 a gigajoule. LNG producers exported large volumes of uncontracted
gas to the global spot market, while throttling supply to the domestic market.

This has devastated gas-dependent manufacturing businesses and driven up both
gas and electricity prices for households, while LNG exporters made enormous
windfall profits.

Gas prices have also risen in the United States — the world’s largest exporter of LNG
—where U.S. households paid 52 per cent more for natural gas between 2016 and
2023, as LNG exports surged, according to data from the U.S. Energy Information
Administration. In fact, residential gas prices reached their highest level in states
such as West Virginia and Ohio, where gas is produced.

In Canada, Alberta and B.C. produce 98 per cent of Canada’s natural gas. Natural
gas accounts for 41 per cent of Canada’s total energy supply, with two-thirds of
Canadians using it in 7.6 million end-use locations across the country. British
Columbians, for example, have been paying approximately C$2 per gigajoule for
domestically-produced gas.

Petronas mulls LNG Canada expansion as competition looms from Alaska

LNG exports exposed Australians to high global gas prices, allowed gas producers
to price gouge us for our own gas, and have drained us of our low-cost gas
reserves. As Canadian LNG reaches international markets, I fear people in Canada
will start paying world market prices to buy gas for manufacturing, heating and
cooking — just like we do in Australia.

The Australian example provides another warning. Gas price increases as a result
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of LNG exports have also driven up electricity prices within the country. In 2022,
the global gas price shock led to sharp increases in the cost of gas-fired electricity
generation, which was a major factor in the unprecedented suspension of the
National Electricity Market.

In Canada’s case, to the extent that LNG is powered by electricity rather than gas,
the venture will require an enormous new capacity of electricity generation — and
someone will have to pay to build it. Australia’s experience suggests it is unlikely
to be the LNG industry that pays.

Canadians should be aware of how they, too, will be affected by LNG exports.

Don’t make the same mistake Australia did.
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