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On Monday, Canada’s Advisory Council on Economic Growth, 
headed by the CEO / Managing Director of McKinsey & Co. 
Dominic Barton, published its second report, titled “The Path to 
Prosperity”. This report matters for three reasons, the first being 
that the scope and scale of the Council’s remit is to generate and 
catalyze ideas that will more than double Canada’s current 
projected growth trajectory; a trajectory set by Prime Minister 
Trudeau. The Council’s suggested initiatives are intended to 
provide both a near-term boost in incomes for all Canadians and a 
foundation for sustained inclusive growth over the next 15 years. 
The second reason this report matters is because so many of the 
recommendations from the first report are currently being 
implemented, most notably the establishment of a Canadian 
Infrastructure Bank. Lastly, this report is likely to set the direction for 
major parts of the 2017 Federal Budget, which has already been 
nicknamed “the innovation budget” and is likely to drop in the last 
week of February 2017. The question being asked by Oil & Gas 
Sustainability Ltd.’s clients is “what does this all mean for Canada’s 
energy industry?”.  

1. A sector-based approach to prosperity includes, but does not 
prioritize, Canada’s energy industry.  

 “The Path to Prosperity” report recommends: 

I. Unlocking innovation to drive productivity and help new 
companies scale up more rapidly, including five sub-
recommendations to improve the innovation ecosystem. 

II. Accelerating the building of a highly skilled and resilient 
Canadian workforce by establishing a “FutureSkills Lab”. 

III. Unleashing the growth potential of key sectors, such as the ag-
food sector. 

Taken as a whole, these three recommendations share common 
properties; they re-imagine the role of government (specifically, as a 
convener/catalyst and as an investor), and they push for flexibility so 
that Canada can keep pace with a fast-changing world. While all 
three recommendations will impact Canada’s energy industry, a 
focus on recommendation III, “unleashing the growth potential of 
key sectors”, is worthwhile. 
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In its first report, the Council focused on Canada-wide 
economic growth levers, and this second report drills 
down into policy suggestions for key high-potential 
sectors. High-potential sectors are identified in terms of 
their economic prospects and their strengths relative to 
global opportunities; ag-food, advanced manufacturing, 
energy and renewables, and health and life-sciences are 
identified as key sectors (see Figure 1). The Council 
concludes that much of the potential in these sectors is 
untapped, held back due to policies (e.g. excessive 
regulations) and other barriers to growth (e.g. shortages 
in skilled labour and inadequate physical infrastructure). 
The Council recommends that the government, in 
concert with the private sector, take a targeted 
approach to removing growth obstacles to unleash the 
significant potential of key sectors. This would include 
setting bold and ambitious sector aspirations and 
tapping into the new policy vehicles.  

It is worth noting that “energy and renewables” is one 
high-potential sector. The language around this sector 
points to the Council bundling most forms of energy 
production into a single category. Some in the upstream 
oil and gas sector are worried this bundling signals that 
upstream oil and gas production, once a key driver of 
jobs and prosperity in Canada, is losing its special place 
in the hearts and minds of the Council and of Canadians. 
This may well be true, as Canada’s energy sector 
strengths include much more than producing oil and 
gas, i.e.: 

− Top-4 producer globally for hydro-electricity 
production, LNG, and oil reserves.   

− 430 public energy companies with combined assets 
over $495 billion. 

− Strong capacity for innovation (e.g. COSIA).   

Simultaneously, there is also tremendous opportunity for 
most forms of energy produced in Canada: 
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− Global energy consumption is projected to grow by 30% 
between now and 2040. 

− Cleantech is needed to meet climate challenges/targets. 
− Proximity to USA provides opportunities to strengthen 

North American energy integration. 
 

In this report, the Council suggests piloting the new 
“removing growth obstacles” approach first in the ag-food 
sector, targeting a potential 8% global market share in 
agricultural products by 2027 (from 5.7% today; a $11 billion 
CAD increase in the sector).  
 
2. Canada’s energy and renewables sector (which includes 
oil and gas) is likely the next target for sectoral growth.  
 
Achieving new levels of competitiveness in Canada’s oil and 
gas sector requires a “removing obstacles” approach to 
growth, which the Council notes can only be pursued 
through deep, structured, meaningful collaboration between 
high-potential sectors and governments. While the Council 
recommends piloting this approach first in the ag-food 
sector, it suggests replicating it in five to seven other high-
potential sectors. The energy and renewables sector is likely 
to be the next targeted high-potential sector due to its 
incumbent strengths (the three bullets in the previous 
column) and due to its massive contribution to Canada’s 
GDP. The rub is, for this growth platform to be meaningful 
to Canada’s oil and gas sector, upstream producers will 
increasingly need to understand how they fit into Canada’s 
energy and renewables sector (as opposed to the other way) 
so that the right obstacles are removed to encourage growth 
in hydrocarbon production. This is no small feat; capital 
obligations, debt structure, cash-flow models, risk/return 
profiles, physical infrastructure needs, and net present value 
returns are very different for an oil company versus a wind-
electricity company. Opportunities for growth will abound as 
the government removes obstacles. To capitalize on this, the 
oil and gas industry must get used to being one part of 
Canada’s energy and renewables sector.   
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Figure 1  
 

Priority Sectors identified in  
“The Path to Prosperity” 
 
 
 
 
 
Source: Economist Intelligence Unit; IHS 
Global Insight; McKinsey Global Institute 
analysis; Bank of Canada; NRCan; IEA  


