
CENOVUS ENERGY INC. MERGER WITH HUSKY ENERGY 1
AUTHOR: Braden Istace
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By: Braden Istace

Organization Background

Cenovus Energy Inc. was formed at the end of 2009 when the Encana Corporation split

into two distinct companies (Cenovus Energy Inc, 2020-b). Cenovus Energy was created to

handle oil operations while the Encana Corporation continued to handle natural gas production.

Cenovus has continued its push to be one of the top oil companies in Canada in the safest way

possible. They have oil sand projects in Alberta and natural gas and oil production facilities in

British Columbia and Alberta. They also have 50 per cent ownership in a couple American

refineries (Cenovus Energy Inc, 2020-b). Recently, Cenovus Energy Inc. announced they had

acquired Husky Energy in a $3.8 billion transaction (Gibson, 2020, para. 1). The merger is

expected to help economically in the long run; however, the merger will result in the cut of

approximately 25 per cent of the workforce or about 8600 employees (Gibson, 2020, para. 2).

Large consolidation in the oil and gas industry continues to hurt jobs in Canada and during a

pandemic it can cause a real crisis. If Cenovus Energy Inc. can keep job losses to a minimum it

would help their image and keep valuable jobs in the fossil fuel sector alive in Canada.

Kenton (2018) defines business consolidation as “the combination of several business

units or different companies into a single, larger organization” (para. 1). Kenton says business

consolidation can make companies more efficient and cost effective in the long run. However, he

adds consolidation can be complex and expensive in the short term. Kaiser and Liu (2017) state

consolidation reduces customers for company equipment and negatively affects development,

exploration, and oil production activity (p. 112). Consolidation is not new to the oil and gas
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industry. Pike (2000) identifies how consolidation has been used by American companies to

acquire smaller companies in Canada to increase pipeline capacity and reduce operating costs

(para. 5). Consolidation has pros and cons, but the rate of consolidation has continued to increase

over the past 20 years.

SWOT Matrix

Strengths:

1. Industry leaders and long history of
successful project management

2. More diverse holdings with Husky
Energy’s assets

3. Cutting costs and redundancies in the
long run overall

Weaknesses:

1. Massive job losses throughout the
company

2. Not many posts on social media
3. Expensive and complex in the short

term
4. Can push more companies to

consolidation

Opportunities:

1. Become a leader in the oil and gas
industry

2. Create a solid company culture with
the merged companies

3. Can better adjust to lower oil demand
during the COVID-19 pandemic

Threats:

1. Larger oil company buying out
Cenovus

2. Employees leaving if they don’t enjoy
the new culture or are frustrated with
layoffs

3. Stock prices don’t rise post deal
4. Oil prices/demand doesn’t go back up

after the COVID-19 pandemic is over

Strengths

Cenovus Energy Inc. believes this merger will allow them to be a leader in the oil and gas

industry in Canada for the coming years (Cenovus Energy Inc, 2020-a). Cenovus Energy Inc. is

adding three American refineries (to their existing two), two conventional oil sites (to their
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existing two), two thermal oil sites (to their existing three), three midstream oil sites (to their

existing two) and one more Canadian oil refinery from Husky (Cenovus Energy Inc, 2020, p. 6).

Find something else to start this sentence with will also add Husky’s offshore oil sites in Asia

and Atlantic Canada to their existing portfolio. Husky’s assets will greatly expand Cenovus

Energy Inc.’s producing capacity and allow them to have stronger, diversified assets

internationally.

The cash flow savings of this deal are estimated at $600 million (Cenovus Energy Inc,

2020, p. 3). Husky and Cenovus Energy Inc. were holding serious amounts of debts, so these

savings will be key for a stronger company into the future (Gibson, 2020, para. 11). The savings

come at a great time with the past year being bad for the oil and gas industry. The past year

included oil prices dropping into the negatives at one point (Gibson, 2020, para. 12). Many

experts believe this deal is a good one and could help the recovery of the global oil market

(Gibson, 2020, para. 17).

Weaknesses

The main weakness of the deal is the job losses Cenovus is facing. Curren (2020), the

senior media advisor at Cenovus writes, “the estimate is that the reductions will be

approximately 20 per cent to 25 per cent of the combined workforce, which is about 8600

employees and contractors” ( Gibson, 2020). Gibson (2020) adds many of the job cuts will take

place in Calgary where Cenovus Energy Inc. is headquartered (para. 3). The numbers may not

seem ridiculous, but when you consider 8600 families losing a major source of income

immediately following a pandemic — the serious impact becomes clear.

Cenovus Energy Inc. have released statements and hosted web calls about the layoffs.

However, they have not released a specific social media post addressing the layoffs and who they
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are affecting. I feel a strategic social media post addressing the layoffs, why they are necessary

and how the culture will change would be a great message to key publics.

Opportunities

Cenovus Energy Inc. has a major opportunity to become a clear leader in Canada’s oil

and gas industry. As Laverty (2020) writes, the merger will make Cenovus Energy Inc. the

second largest oil-refiner and the third largest oil producer in Canada (para. 2). He continues

Cenovus will move from producing about 475,000 barrels of oil a day to about 750,000 a day

(Laverty, 2020, para. 2). It becomes clear by adding capacity, Cenovus has a major opportunity

to control the Canadian oil market.

Cenovus Energy Inc. has a major opportunity to create a strong, integrated company

culture. The new Cenovus Energy will have a merged board of directors from both Cenovus

Energy and Husky (Cenovus Energy Inc., 2020, p. 2). Laverty (2020) adds the deal has full

approval from both company boards, which is unusual in company mergers (para. 6). The new

company appears set up to be strong for the future, but they need to survive the layoffs first to

seize the opportunity.

Threats

Major threats to this merger are low oil prices and falling stock prices of both

corporations. Gibson (2020) writes 2020 has brought historically low oil prices (para. 12). Earlier

this year, both Cenovus and Husky lost 60 to 70 per cent of their share value (Gibson, 2020,

para. 15). Cenovus Energy will have to hope for oil prices to come back up to prove to investors

their stock can be a good buy again.

Furthermore, another risk is if the 8600 employees don’t return to the company after the

layoffs (Gibson, 2020, para. 1). If employees get frustrated or if the layoffs go on for too long
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they could decide to leave Cenovus. If their new consolidated workforce ends up not being

enough, this could be disastrous for the company. It could lead to people being hesitant to apply

to the company as they have seen Cenovus employees be mistreated in the past. I believe this is

one of the biggest weaknesses of the deal and could cause long-term damage.

Recommendations

Cenovus Energy needs to make a clear effort to address the layoffs on social media and

deliver the benefits of the deal to a wider audience. They have released news releases and hosted

a teleconference, but they can only be found by navigating to the Cenovus website. I believe

being public with the information on social media would increase public perception of Cenovus

and help reassure employees affected. 20 years ago, Wayne Foo, chief executive of US

Dominion Energy’s Canadian arm said, “The intermediate producer in Canada is an endangered

species” (Pike, 2000). In the 20years since Foo said this, consolidation has only accelerated in

the oil and gas industry. As Cenovus grabs a smaller company, a social media strategy to address

why they are doing the deal is needed. They have only focused on their current publics and if

you are not invested in Cenovus, it is hard to find information on the deal. If their goal is to make

Cenovus appear as a leader in Canadian energy, a transparent social media strategy could be a

great first step.
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Appendix

Cenovus Energy Inc. could benefit from changes to their social media strategy. I believe their

main focus should be on their employees and human-interest stories. While this is a good

strategy overall for social media engagement, I believe they could benefit from being public and

transparent with this deal on social media. It prevents people from having to click off social

media to go find the information which is something publics not already engaged with the

company are unlikely to do.

The following could be some potential social media information, sourced from their

presentation on the merger:
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