
W
hen we think of petro-states, we quickly think of oil-
rich countries such as Algeria or Iran and most Arab
Gulf States, for instance Saudi Arabia. Before starting

research for a paper, I didn’t think that an advanced democratic
country could ever qualify as a petro-state because the
word seemed to have a negative connation to me.
I preferred to consider Canada as a

prosperous nation as opposed to a petro-
state. However, the further I got into my
research, I became increasingly aware
of the dangerous path along which the
Canadian government is heading and
its ramifications for the future of
democracy in respect to the issue of
petro-politics. 
My interested is the relationship

between natural resources, economic
performance, the state’s capacities and
democracy. I am reasearching to analyze the
Canadian context, using Norway’s experience as
a petro-state to add to the discussion, in particular by
examining the decisions that are carrying Canada into becoming
a petro-state. 
Oil is a resource that is considered to be both a blessing and

a curse. A blessing because it brings its country great wealth and
a curse because it hinders democracy. The interesting question
then is, ‘Is oil wealth compatible with democracy?’
The relationship between petro-states and democracy is

complicated. In fact, in leading scholar Michael Ross’s article
entitled ‘Does Oil Hinder Democracy?’ he claims that in the
examination of more than 20 developing countries that depend
on oil exports and revenue, few are governed by a democratic
system and all are subject to multiple tensions. According to
him, oil is predominantly a challenging issue for
democratization. Most of the countries considered to be petro-
states are weak governments, characterized by corrupt elites. 
Democracy thrives when you have information, engagement

and transparency. As one of the world’s emerging petro-state,
Canada is facing increasing challenges to upholding democracy
while continuing to reap the rewards of oil revenue. With so

much focus going into the oil sands industry, Canada’s
environmental policies are falling by the wayside. 
The government is clearly less interested in developing its

climate change policies, and this lack of transparency is
jeopardizing investment in Canada’s energy sector, not to
mention discrediting the federal government when it comes to

investing in issues of national concern to Canadians. 
Investment in higher fossil fuel exports as well
as oil extraction is leaving Canada with depleted
energy supplies, devastated landscapes and
polluted waters. The biggest concern
perhaps is that Canada, a seemingly
prosperous economy, is unable to compete
with states that are on their way to further
investment in the industry of renewable
energy. 
The concentration of investment in

bitumen exports and the growing political
influence of the petroleum sector, both

provincially and federally, is what characterizes
Canada as a petro-state. The oil industry dominates

all areas of public policy. 
According to a February 2013 report by Canadian Centre for

Policy Alternatives, ‘Through a mix of legislative, regulatory,
taxation, lobbying, and related initiatives (including the
demonization and intimidation of contrary voices), both the
federal and Alberta governments have acted to protect the
bitumen industry and expand its reach, thereby locking in a
resource-based future all the more firmly.’ Dramatically put,
anyone voicing opposition on Canada’s energy projects are
labelled as radicals and deemed to be equivalent to ‘enemies of
the state’. 
Canada’s economy marks itself on its high dependence on

oil and heavy investment in its production. Prime Minister
Harper has managed to assert Canada’s emerging role as North
American energy storehouse, labeling it as a petro-state. Bruce
Campbell, executive director of the Canadian Center for Policy
Alternatives (CCPA) defines a petro-state is a country that is
‘dependent on petroleum for 50% or more of export revenues,
25% or more of GDP, and 25% or more of government
revenues.’ In 2011, approximately 116,000 people were
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Protecting Democracy in Petro-states - Joëlle Skaf

‘Federalism
explains why Canada

cannot adopt the Norwegian
approach. A crucial difference
with Norway is that it charges

much higher royalties. The
Canadian government cannot do
that, because of the division of
powers between the federal

and provincial
governments.’



employed in Alberta’s upstream energy sector, which includes
oil sands, conventional oil, gas and mining. In 2011, the energy
sector accounted for 27.6% of Alberta’s GDP.
While democratic petro-states such as Venezuela and Nigeria

have experienced dramatic hardships when it comes to
managing oil and democracy, Norway and Canada seem to be
prospering. The basic assumption is that advanced democracies
have the right institutions and are transparent and thus able to
avoid succumbing to the resource curse. In fact, currently only
one petro-state has managed to escape the resource curse and
that is Norway. 
The main argument of my research paper will be that

governments who charge higher rents are better able to provide
public services, support other economic sectors, and put aside
savings that can be used to even-out the boom and bust cycle.
This is how an advanced democracy like Norway has been
developing itself as a successful petro-state. 
Federalism explains why Canada cannot adopt the

Norwegian approach. A crucial difference is that Norway
charges much higher royalties. The Canadian government
cannot do that, because of the division of powers between the
federal and provincial governments. In Canada, jurisdiction over
resources is allocated to the provinces, yet the monetary policy
remains at the federal level. 
Prime Minister Harper may argue that Canada’s immense

size makes it possible to have areas of industrial development
with lots of room left over for natural capital, however there
seems to be a lack of clarification as to what exactly economic
sectors he intends to develop other than the oil industry. The
problem with Canada’s reputation as a petro-state is not the
mere exploitation of oil, but the focus on it to the exclusion of
additional opportunities including additional and alternative
energy sources. 
Furthermore, the oil industry is protected by measures such

as federal subsidies and below-market royalty rates. The CCPA’s
February 2013 report explains that federal subsidies, or federal
tax law ‘provides an Accelerated Capital Cost Allowance that
permits bitumen producers to write-off costs for new projects
and expansions against federal and provincial taxes until all
capital costs are paid off. By comparison, conventional
petroleum companies are permitted to write-off only 25% of
capital costs per year. Between 2007 and 2011, the federal
government estimates this tax measure alone provided the
bitumen industry with a federal subsidy of $1.5 billion per year.’ 
Unlike Norway, Canada is quite dependent on its resource

revenues for government funding. About 40% of Canada’s
resource revenues go to Ottawa, and about one third of Alberta's
bills are paid by oil and gas revenues. According to Terry Karl, a
prominent scholar on the issue of the Canadian petro-state,
these differences explain why Alberta’s tax rates are so low—the

lowest personal taxes in Canada—and why its governance is
more top down and corporation-oriented. 
Although the resource is owned by the province of Alberta

and oil companies are required to pay royalties for the extraction
and depletion of the natural resource, Alberta has one of the
lowest royalty rates in the world. It charges only 1% on oil
revenues until capital costs are recovered. Most recently, in
2007, a proposed modest increase in provincial royalties was
inevitably turned down, leaving the federal government with no
option but to abandon the idea.
Norway distinguishes itself by being a successful petro-state.

In Canada, climate change is at the bottom of the government’s
economic agenda whereas Norway is a leader on climate change
issues. Canada withdrew from Kyoto and its Copenhagen
commitments are much weaker and will most likely not be met.
Rapid development of the oil sands takes precedence over
climate concerns, while Norway met its Kyoto commitments
and has thorough environmental regulations governing the
exploitation and transportation of oil and gas. 
Because of the division of power, Canadian environmental

regulation is in the hands of the provinces. Unfortunately,
Alberta’s environment department lacks the necessary
resources to implement and enforce regulations. On the issue
of the management of oil, Norway adheres to its ‘ten oil
commandments’, whereas Alberta struggles to reach a
consensus with the federal government about how to
management resources. 
Norway has public ownership and control of all aspects of oil

production and distribution while Alberta maintains an ‘open
door’ policy to multinational oil companies. In contast, to
Norway, the private sector dominates in Alberta and the federal
government provides subsidies and tax breaks to encourage
resource exploitation. Because Norway charges higher royalty
rates, the state has a better handle on the appropriation and
distribution of oil revenue. 

Deficit Despite Oil Boom
Rent accumulated in Alberta is among the lowest in the world.
Canada’s reliance on boom-and-bust cycles as a source of
government funding, without an efficient national energy
savings plan on the side, means that booming provincial
governments make it a habit to overspend. Alberta’s savings
fund is small and ineffective and therefore unable to stabilize
revenues. Consequently, as of 2012, Alberta has run up a deficit
of approximately $4 billion. 
Norway’s economy is not dependent on the boom and bust

cycle, but rather on the more stable international financial
returns to government reserves from its national savings fund.
Most importantly, oil wealth in Norway, due to equitable labour
relations, progressive taxes and a generous social welfare
system, is equitably distributed amongst the population and
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regions of the country. Notably, Norway has the lowest levels of
income inequality in the world. 
When measuring economic activity, the GDP in Canada has

risen from $600 billion per year in the 1990s to $1.7 trillion in
2012. While the numbers might show an increase in Canada’s
wealth, in fact little of that money stayed in Canada and what
remained was allocated to a small percentage of the population.
Not only is there a lack of transparency in the allocation of that
money, income inequality also increased and there has been a
reduction in social program spending as a result of the growing
interprovincial disparity in income and fiscal capacity with
Alberta isolating itself from the rest of the country. 
Another significant difference between Norway and Canada

is savings. Norway has a savings fund—Sovereign Wealth
Fund—which is worth about $656bn for a population of under
5 million people. Alberta’s Heritage Trust Fund, on the other
hand, is worth a relatively measly $16.6bn, for a population of
close to 4 million people. Governments who charge higher rents
are better able to provide public services, support other
economic sectors, and put aside savings that can be used to
even-out the boom-and-bust cycle. A country, such as Norway,
that diverts its resource revenue to a savings fund, is necessarily
compelled to use its tax-base for government funding.
Consequently, citizens pay higher taxes, but the politicians
represent those who pay the bills (the citizens), rather than the
interests of oil-producing corporations to the detriment of the
public sector and democracy. 
Because of Canada’s governance system, it cannot approach

the issue as well as Norway. Alternatives remain to be
considered nonetheless. For instance, as suggested by the
Pembina Institute, the government should decrease the
subsidies to the oil and gas industries and invest some of that
money on developing clean energies; this would create more
jobs and promote a healthier economy and a cleaner
environment. Another possibility would be to get Alberta to raise
taxes yet still remain the country’s province with the lowest tax
rate. 
Perhaps, the most effective solution for Canada is to

transition to a low-carbon model and invest in a national energy
plan. By creating a strong Federal Savings Fund, reducing
carbon subsidies and increasing taxes in Alberta, the country
would be making a good start in managing the oil industry. 
Until that is achieved, oil and democracy will continue to

collide and dependency on oil wealth will only increase while
climate change and other environmental issues will continue to
be disregarded. It seems that, with the exception of Norway, an
advanced democracy, such as Canada, is not immune to the
pitfalls of oil wealth. 
The Canadian government’s enthusiasm for oil wealth has

highlighted the tensions between resource management and
democratic rule, evidenced in its low tolerance for activism and

its efforts to silence opposition. It is no wonder then that there
is currently an ongoing lawsuit against the federal government
by advocacy group ForestEthics to contest the restriction of
public input on energy projects. 
High dependence on oil revenues and the uncertain long-

term prospects of oil demand is a calculated risk that petro-
states are willing to take to maintain short-term revenue flows,
domestic security and entitlements to their population.  
Fundamentally, in comparison to Norway, undoing these

petro-states tendencies in Canada rests completely at the
provincial level and currently, it is my belief that the current
government will continue to lead the country on this dangerous
path with only oil on its mind. 0

Reprint from ISLAND TIDES, April 3, 2014, Page 3

© Island Tides Publishing Ltd. This article may be reproduced with the following attribution, in its entirety, and notification to Island Tides Publishing Ltd.
‘This article was published (April 3, 2014) in ‘Island Tides’, an independent, regional newspaper distributing 

on the Canadian Gulf Islands, on Vancouver Island and, via the internet, worldwide.’.’
Island Tides Publishing Ltd, Box 55, Pender Island, BC V0N 2M0 • 1-250-216-2267 • islandtides@islandtides.com • www.islandtides.com


