
Main conclusions

ðð While an anal y sis of the share prices of firms show that savvy inves tors have
already “priced in” many of the con cerns about oil trans port and access to
out side mar kets, the Fra ser Insti tute’s annual Global Petro leum Sur vey shows
that inves tor con fi dence in Alberta is tak ing a seri ous hit.

ðð The survey’s Policy Perception Index measures the extent of policy-related
investment barriers within each jurisdiction. The higher the score, the more
negative the sentiment on the part of respondents, indicating that they regard the 
jurisdiction in question as relatively unattractive for investment. Alberta’s score
deteriorated from a value of 26.6 in 2014 to 34.2 in 2015, and its global rank as a
desirable location for investment fell to 38th (out of 126) in 2015, down from 16th

(out of 156) in 2014.

ðð Areas such as polit i cal sta bil ity, fis cal terms, uncer tainty con cern ing pro tected
areas, and tax a tion expe ri enced large neg a tive shifts, indi cat ing that more
inves tors are view ing these areas as bar ri ers to invest ment in Alberta.

ðð Dur ing Alberta’s last roy alty review, when inves tors also down graded Alberta’s
rat ings in the Global Petro leum Sur vey, explo ra tion and devel op ment spend ing in 
Alberta declined, while neigh bor ing Sas katch e wan and Brit ish Colum bia saw
increases in invest ment.
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The Fra ser Insti tute recently com -
pleted its 9th annual global sur vey of 
petro leum indus try exec u tives and
man ag ers (Jack son, Green, and
Ramsbottom, 2015). Alberta
remains one of the most favoured
des ti na tions in the world for oil and 
gas devel op ment invest ment. But
new uncer tainty about pol icy direc -
tions has caused the prov ince’s rep -
u ta tion to slide dra mat i cally in less
than a year, and this should raise
red flags for the provincial
government. 

The Fra ser Insti tute sur veyed 439
senior exec u tives in the petro leum
sec tor, obtain ing infor ma tion on
per ceived bar ri ers to invest ment in
126 juris dic tions around the world.
The sur vey was con ducted between
late May and the end of July 2015,
coin cid ing with the after math of the 
Alberta pro vin cial elec tion. Respon -
dents gave their opin ions on 16 dis -
tinct aspects of the busi ness cli mate, 
includ ing fis cal terms, tax a tion, reg -
u la tory costs, data and infra struc -
ture sup port, secu rity and polit i cal
sta bil ity. Within each area respon -
dents ranked the juris dic tion on a
scale from one to five, with the low -
est score indi cat ing the small est per -
ceived bar ri ers to invest ment and
the high est indi cat ing that invest -
ment is out of the ques tion due to
this cri te rion. 

The responses were then com bined
into an over all Pol icy Per cep tion
Index sum ma riz ing the per ceived
bar ri ers to invest ment. Over all, Sas -
katch e wan emerges once again as
the best Cana dian prov ince for
invest ing, fol lowed by Man i toba.
This is unchanged since last year.
What has changed is that Alberta
fell from third place last year to

sev enth this year in Can ada. And in
the global com par i son it fell from
16th out of 156 to 38th out of 126, a
mas sive decline.

What explains this turn about?
Addi tional research sup ported by
the Fra ser Insti tute allows us to rule
out exter nal uncer tainty over the
major pipe line pro jects, and zero in
on the made-in-Alberta fac tors
(Aliakbari and McKitrick, 2015). 

One plau si ble expla na tion as to why 
Alberta has dropped so far in the
reputational rank ings is the refusal
of the US admin is tra tion to approve 
Key stone XL.1 Com bined with the
ongo ing uncer tainty over the
North ern Gate way pipe line and the
Kinder Mor gan twinning pro ject, it
may sim ply be bad luck: due to
forces beyond its con trol Alberta
would have slid in the rank ings any -
way. To exam ine the influ ence of
pipe line-related fac tors, Fra ser
Insti tute Senior Fel low Ross
McKitrick and researcher Elmira
Aliakbari under took an Event Study 
Anal y sis (ESA) to see what effect
they were hav ing on the prof it abil -
ity of Cana dian energy firms.

The ESA method uses stock mar ket
data to test whether a news event
causes a sig nif i cant rise or fall in a
com pany’s mar ket val u a tion. It is a
widely-used method in the field of
finance because of the effi ciency
with which mar kets use infor ma tion 
to adjust their val u a tion of a firm’s
pros pects. If neg a tive news about
bitu men export routes explains the
down turn in Alberta’s invest ment
out look, that should first show up as 
a hit on the stock price of the
affected firms. 

McKitrick and Aliakbari looked at
seven key events in recent years: the 
2011 US deci sion delay ing approval
of Key stone, the 2012 US pres i den -
tial elec tion, the announce ment of
the Kinder-Mor gan twinning pro -
ject and the deci sion of the NDP to
oppose it in the last BC elec tion, the 
2013 BC elec tion out come, the
announce ment of the Energy East
pro ject in 2013, and the 2014 fed -
eral deci sion to approve the North -
ern Gate way pipe line. Each one was
unan tic i pated in the mar ket yet had
poten tially sig nif i cant impli ca tions
for pipe line devel op ment and
returns to oil firms.

The research ers could find no evi -
dence that any of these seven events 
affected the mar ket val u a tion of the
top 20 Cana dian energy firms. This
likely implies that the mar ket had
priced pipe line uncer tainty into the
firms’ val u a tions a long time ago,
and none of these recent deci sions
changed inves tor per cep tions about
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the pros pects that Alberta oil will
even tu ally get to mar ket.  Sim ply
put, inves tors in the Alberta energy
sec tor are pre pared to play a long
game when it comes to work ing out
options for mov ing oil to cus tom -
ers, and they aren’t spooked by tem -
po rary set backs in the devel op ment
of spe cific pipe lines. 

This brings us back to the Global
Petro leum Sur vey. The neg a tive shift 
in per cep tions was driven by
changed per cep tions on polit i cal
sta bil ity, fis cal terms, pro tected
areas (uncer tainty over access to
devel op ment sites), and tax a tion.
Respon dents were given the oppor -
tu nity to elab o rate on their rank -
ings, and those that did gen er ally
pointed to the roy alty review as the
major area of con cern. As one
respon dent put it, “Gov ern ment
never fails to con duct the
reviews/changes at the most inop -
por tune times with regard to oil
price (either just after or before a
price crash).” 

The Not ley gov ern ment can’t be
blamed for the col lapse in the world 
price of oil. But if that was the only
prob lem, Alberta would not have
fallen so far rel a tive to every one else 
since the rest of the world is also
con tend ing with slump ing rev e -
nues. The issue is the tim ing of a
series of poten tially puni tive rule
changes for an indus try already
grap pling with a global rev e nue
shock (Jack son and Green, 2015).
This is not attrib ut able to exter nal
events; it is a made-in-Alberta
prob lem. 

Sadly, this also appears to be a
replay of the events that unfolded in 
the after math of a roy alty review

ini ti ated by then-Pre mier Ed
Stelmach in 2007 (Alberta Roy alty
Review Panel, 2007). Adver tised as
an attempt to get a “fair share” of
resource rev e nues, the gov ern ment
brought in large increases in the
com bined roy alty and tax rates on
oil sands, con ven tional oil, and nat -
u ral gas pro duc tion. Prior to the

...in a com pet i tive
world, advan tages
can be squan dered

if they are not
care fully man aged.
This is the sec ond

time the global
petro leum sec tor
has sent a sig nal

that Alberta’s
rep u ta tion is at risk.

roy alty review, Alberta was sec ond
amongst Cana dian juris dic tions in
the Fra ser Insti tute sur vey and was
22nd (out of 54) glob ally (Angevine
and Cameron, 2007). Eighty-nine
per cent of respon dents believed the
prov ince’s fis cal terms were either
neu tral or an encour age ment to
invest ment. A year later that frac -
tion had fallen to 47 per cent and in
2009 it bot tomed out at 30 per cent,
with 70 per cent regard ing the prov -
ince’s stance to be a deter rent to
fur ther invest ment (Angevine and
Thomson, 2008; Angevine, Brown,

and Cer van tes, 2009). That same
year Alberta had fallen to 92nd out
of 143 glob ally. 

These were not mere changes in
per cep tion. They were accom pa nied 
by real reduc tions in explo ra tion
activ ity and devel op ment spend ing.
Between 2006 and 2008, spend ing
on explo ra tion and devel op ment in
Alberta fell by 21 per cent (Jack son
and Green, 2015). This was not
attrib ut able to global fac tors. Over
the same inter val, spend ing in
neigh bour ing BC rose by 29 per cent 
and in Sas katch e wan by 67 per cent.
Alberta stood out dur ing this time
as a place where the invest ment
mood was turn ing sour very quickly 
due to inter nal pol icy changes.

The Stelmach gov ern ment reversed
course in 2010 and began a pro cess
of return ing to ear lier roy alty rates
(Green, 2015). The dam age was not
undone imme di ately: it took about
two years for inves tor sen ti ment to
return to sim i lar ear lier lev els. This
is another impor tant les son for the
Alberta gov ern ment. Once the per -
cep tion is cre ated that a juris dic tion 
is becom ing hos tile to a sec tor, it
may take a while to win back trust. 

It remains the case that Alberta is
one of the best places in the world
for oil and gas invest ment. Trou ble
spots like Rus sia, Iran, and Ven e -
zuela have a long way to go before
they will be viewed as being as
inves tor-friendly as Texas, Sas -
katch e wan, or Alberta. But in a
com pet i tive world, advan tages can
be squan dered if they are not care -
fully man aged. This is the sec ond
time the global petro leum sec tor has 
sent a sig nal that Alberta’s rep u ta -
tion is at risk. The Not ley
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gov ern ment would do well to pay
atten tion to the real con se quences
of cre at ing an atmo sphere of fis cal
uncer tainty and hostility to
investment.

Note
1  The Key stone XL pipe line was offi -

cially rejected sub se quent to the writ -
ing of this study.
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