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Introduction

The intensifying development of western Canada’s fossil fuel resources has
far-reaching implications for our economic and ecological well-being, for
the trajectory of global climate change, and for recognition of the rights and
title of Indigenous peoples. Large corporations play a central role in man-
aging fossil fuel resources, yet the industry’s internal organization and its
evolving relationships to other sectors of society are not well understood,
nor are they easily visible to scholars, students, and citizens. Drawing on a
varied array of empirical research in and around Canada’s carbon-extractive
sector, this volume integrates new knowledge of the modalities of corporate
control within an overarching perspective that problematizes and dissects the
concentrated power of fossil capital.

Our goal is to probe the multifaceted ways in which the organization of
corporate power blocks a transition from fossil capitalism to energy dem-
ocracy. By fossil capitalism we mean a form of capitalism “predicated on the
growing consumption of fossil fuels, and therefore generating a sustained
growth in emissions of carbon dioxide” (Malm 2016, 11). When we speak of
energy democracy, we have in mind a double shift of power, from the energy
of fossil fuels to the power of renewables (decarbonization) and from social
power concentrated in a corporate oligarchy to public, democratic control of
economic decisions (democratization). Corporate control of the production
of energy—most of it currently in the form of fossil fuels—and the reach of
corporate power into other social fields pose the greatest obstacles to address-
ing the ecological and economic challenges that humanity faces today.

Portions of this chapter were previously published in “Fossil Capitalism, Climate
Capitalism, Energy Democracy: The Struggle for Hegemony in an era of Climate
Crisis;” Socialist Studies / Etudes socialistes 14, no. 1 (2020): 1-26. They are reprinted
here by permission of the journal.



In Canada and globally, such a transition is technically feasible, particu-
larly as new energy-storage technologies are refined. Yet the organization of
economic power, concretized in large corporations and extending into polit-
ical and cultural life in complex, multifaceted ways, presents a set of blockages.
To move toward a just transition to energy democracy, we need to understand
how these blockages function as a regime of obstruction, rooted in the political
economy of fossil capitalism and expressed through a panoply of hegem-
onic practices that reach into civil and political society and into Indigenous
communities whose land claims and world views challenge state-mandated
property rights. This book maps the relations and contours of the regime of
obstruction as it operates in contemporary Canada.

Fossil Capital and the Climate Emergency

According to leading climate scientist James Hansen, “Global warming has
reached a level such that we can ascribe with a high degree of confidence a
cause and effect relationship between the greenhouse effect and observed
warming. It is already happening now.” Hansen’s definitive diagnosis was not
made last week, or last year. He offered it in June 1988, before a US Senate
committee (see Shabecoff 1988). In the three ensuing decades, global warming
has become a climate emergency. Rapidly rising carbon emissions from the
burning of fossil fuels have enhanced the greenhouse effect, leading directly
to increased temperatures and melting polar ice caps. The knock-on effects
include sea-level rise, extreme weather (droughts, heat waves, hurricanes,
floods, and cyclones), ocean acidification, losses in biodiversity, and the
spread of diseases once confined to the tropics (United Nations Framework
Convention on Climate Change 2007, 8-9). Certain of these impacts create
feedback effects, further amplifying climate change. For instance, the loss of
ice caps reduces the planet’s reflective capacity, trapping more heat; rising tem-
peratures near the poles thaw permafrost, releasing methane, a greenhouse gas
(GHG) estimated to be eighty-six times more potent a warming agent over a
20-year period than carbon dioxide; droughts and heat waves fuel wildfires
that release CO2 while decreasing forests™ capacities to absorb carbon; and
ocean acidification compromises the marine food chain, reducing the ocean’s
capacity to absorb carbon from the atmosphere.’

Carbon dioxide (CO2) remains in the atmosphere for decades after it is
emitted. These amplifying mechanisms would therefore drive global warming
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for some time even if humanity were to choose a path of rapid decarboniz-
ation, through renewable energy and overall reductions in energy use. Yet
carbon emissions continue to rise—by 2.0 percent globally in 2018, a year
when even emissions from coal, the dirtiest fossil fuel, increased by 1.4 per-
cent.? Thanks to the feedback effects mentioned above, increasing emissions
are pushing the Earth system toward multiple tipping points, beyond which
catastrophic climate change becomes unavoidable (Steffen et al. 2018). The
implications for human lives are dire. We already glimpse them in crop fail-
ures and famine, in deaths from heat waves, wildfires, and extreme storms,
in growing numbers of climate refugees, and in increasing rates of suicide
(Burke et al. 2018; Miller 2018).

If climate science has isolated the primary cause of global warming in
human-induced GHG emissions, Richard Heede (2013) has identified the
leading social forces behind those emissions. Ninety corporations (including
petro-state organizations) have been responsible for the lion’s share of GHG
emissions since the mid-nineteenth century. Indeed, the global ascent of cap-
italism as the dominant way of life has been fuelled by carbon energy, which
enables capital to accumulate on an extended scale but releases CO2 on the
same scale, leading inevitably to climate crisis (Malm 2016).

Capital has always boosted its profitability by appropriating what Jason
Moore (2015) memorably christened “Cheap Nature,” including the buried
sunshine of fossil fuels, which concentrate enormous quantities of energy. For
capital, he argues, nature has been both “tap” and “sink” From cod and beaver
pelts in early colonial Canada to oil and gas in post-World War II Alberta,
business has tapped nature’s bounty. At the same time, nature has been a sink,
absorbing waste. As long as capital claimed only a small part of the planet, these
ecologically destructive tendencies had only local impacts: a ravaged forest
here, a polluted river there. But since the closing decades of the twentieth cen-
tury, with full-fledged globalization and the closing of resource frontiers, the
sink has overflowed with GHGs and other pollutants, and the tap has started
to run dry—not only in declining agricultural productivity gains (portending
the end of “cheap food”) but in depletion of high-grade oil. The latter provokes
recourse to “extreme oil”—tar sands, fracked oil and gas, deepwater drilling—
carrying greater emissions and ecological risk (Pineault 2018). What Allan
Schnaiberg (1980) called the “treadmill of production” spins out of control.

Fossil capital has been deeply implicated in the political and cultural forms
of corporate capitalism. Timothy Mitchell (2011, 18) notes ironically that from

Introduction 5



the 1870s on, the age of democratization coincided with the age of empire:
“the rise of coal produced democracy at some sites and colonial domination
at others” Within the core of the world system, coal mining brought workers
together at a key point in the commodity chain, enhancing their power and
enabling the working class in the Global North to demand concessions that
led to “carbon democracy.” In the Global South, however, colonial domination
became further consolidated with the twentieth-century transition from coal
to oil, as seven oil majors came to control supply, engendering “a geopolitics
of domination in which the US figured prominently” (Williams 2018, 237).

In an astute case study of the United States as epicentre of carbon democ-
racy, Matthew Huber (2013) explores how, after World War I, fossil capital’s
hegemony was cemented in the rise of suburbanized consumerism. Through
the acquisition of cars, single detached houses, and appliances, certain seg-
ments of the working class were “energized, afforded enormous power over
machines, space, and everyday life in navigating the practices of reproduction”
(159). Within this assemblage, the individual comes to experience automobil-
ity as empowering and liberating and the single detached house as a domain
of personal sovereignty. The long-range result has been to constrain politics
within narrow limits “focused on the family, private property, and anticol-
lectivist sentiments” (79)—the stock-in-trade of neoliberalism. Even if the
American Dream is a hoax, however, it continues to carry heavy affective
and ideological ballast and poses a great barrier, psychoculturally, to move-
ments for climate justice. Nor is the dream uniquely American. In Canada,
automobility and suburbanization have also underwritten popular allegiances
to fossil capitalism, although arguably a social-democratic political current,
grounded in a more robust labour movement, has to some extent tempered
the tendency toward atomized individualism.

Canada as Climate Laggard

Although Canada has long been a producer and exporter of fossil fuels, under
the Conservative federal government of Stephen Harper (2006-15) the coun-
try was propelled, according to Harper himself, into the ranks of “energy
superpower” (Taber 2006). This was accomplished in part through extremely
low royalty rates and a host of state subsidies to the oil and gas industry: Can-
ada’s subsidies are the highest per capita among the G7 countries (McSheftrey
2018). With the exception of a few Middle East petro-states and two small
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Caribbean countries, Canada also has the dubious honour of producing the
highest per capita level of carbon emissions in the world (Janssens-Maenhout
et al. 2017). It has been a regular recipient of the Climate Action Network’s
satirical Fossil of the Day awards, earning a “Fossil of the Year” award at
the UN Climate Change Conference in 2009, before garnering a “Lifetime
Unachievement” Fossil award in 2013.

In an apparent reversal of this trend (and having just formed a major-
ity government), at the opening of the December 2015 UN Climate Change
Conference in Paris Justin Trudeau vowed that “Canada will take on a new
leadership role internationally” and declared, “Canada is back, my good
friends. We are here to help.” Yet the actual policy framework barely shifted
at all. By March 2017, Trudeau was reassuring top fossil capitalists assem-
bled in Texas that “no country would find 173 billion barrels of oil in the
ground and just leave them there™ A year later, Canada’s federal government
announced that it would purchase Kinder Morgan’s Trans Mountain Pipeline,
contentiously slated to be twinned by a new pipeline that would triple capacity
to pump bitumen to Burnaby, British Columbia. Meanwhile, in November
2016, the federal government released its Pan-Canadian Framework on Clean
Growth and Climate Change. But as earth scientist David Hughes (2018, 159)
points out, the government’s own projections under the plan will see an overall
decrease in emissions of only 0.7 percent from 2005 levels by 2030 (with oil
and gas emissions increasing by 46.5 percent). Hughes concludes that oil and
gas resources

are non-renewable and finite, and production of oil and gas is the
largest source of Canadian emissions, yet current policy is to extract
them as fast as possible and sell them at rock-bottom prices with
diminishing returns for the Canadian economy. This compromises
emissions-reduction commitments and imposes long-term risks for
Canadian energy security. (165)

Indeed, a climate action plan that mandates major new oil and gas pipe-
lines, which can only serve to massively expand emissions, is fundamentally
incoherent.

Apparent reversals of Canada’s climate-laggard record at the provincial
level are equally dubious. Alberta’s vaunted “cap” on tar sands production,
initiated by an NDP government in 2016, called for a 47.5 percent increase
from 2014 levels before the cap would be reached (Hussey 2017). But, three
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year later, even this cap was swiftly removed, along with all the rest of the
province’s recently enacted climate legislation, by the newly elected United
Conservative Party government of Premier Jason Kenney. Such a shift—from
bad to worse on the climate action front—simply repeats what has been
happening in Ontario, as a Conservative government, elected in June 2018,
eliminates virtually all of the modest climate action reforms introduced in
2016 by the Liberal government of Kathleen Wynne. In fact, incoherent as
it is, the Trudeau government’s national climate plan may be unravelling, as
climate-laggard provinces—notably Saskatchewan, Ontario, and Alberta—
refuse to play ball, evidently preferring legal action to climate action.

The Corporate Mapping Project as Public Sociology and
Action Research

Canada thus presents the interesting case of a climate laggard and, in some
respects, a First World petro-state (Adkin 2016). Although actual jobs in the
fossil-capital sector account for a tiny fraction of the national workforce,
and although state revenues from that sector have plunged in recent years
to negligible levels (Hughes 2018, 164), political and corporate leadership is
solidly behind a slightly modified version of “business as usual,” with carbon
extraction continuing to increase (even as other measures partly mitigate
ever-growing emissions). But the case of Canada is of more than academic
interest. The urgency of the situation, globally, demands not only scholarly
understanding but effective action. As the authors of a recent study of climate
change conclude, if we are to avoid the “Hothouse Earth” scenario of runaway
climate change, “a deep transformation based on a fundamental reorientation
of human values, equity, behavior, institutions, economies, and technologies
is required” (Steffen et al. 2018, 7).

This book features research findings from the first three years (2015-18) of
aseven-year SSHRC-funded partnership that I co-direct with Shannon Daub,
associate director of the British Columbia office of the Canadian Centre for
Policy Alternatives (CCPA).“Mapping the Power of the Carbon-Extractive
Corporate Resource Sector”—also known as the Corporate Mapping Pro-
ject (CMP)—involves six western Canadian universities and several civil
society organizations, including the CCPA, the Parkland Institute, Unifor,
and the Public Accountability Initiative. The partnership is founded in a
shared commitment to advancing reliable knowledge that supports citizen
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action and transparent public policy toward a just transition away from fossil
capitalism.

As researchers with the CMP, contributors to this volume see corporate
power as akey factor in the chasm between climate science and climate action.
The CMP is a case study of the forces that shape Canada’s climate policy, one
that partners social scientists with progressive policy researchers, journalists,
and activist movements (including environmentalism, labour, and Indigenous
leadership). Our approach is centred on a family of techniques that map the
organization of power, socially, economically, politically, and culturally. These
include analyses of the social networks through which power and influence
flow; the commodity chains along which carbon extraction, transport, pro-
cessing, and consumption occur; and the discursive structures that frame
issues and narratives in the struggle to persuade publics, governments, and
communities as to the desirability or inevitability of fossil capitalism as a way
of life. But the project’s scope extends to counter-power, as popular resistance
to the regime of obstruction reveals how corporate power operates while also
pointing toward alternatives.

As a community-university partnership, the CMP combines social science
research with popular education and democratic advocacy in a continuing
program of public sociology and action research. As public sociology, the
CMP brings sociology and kindred disciplines into conversation with com-
munities and movements about the obstacles that corporate power and fossil
capital pose to ecological well-being, economic justice, and democracy. As
action research, the CMP helps to build a transdisciplinary community of
practice capable of monitoring and challenging corporate power and influence
on an ongoing basis. Our efforts have involved:

o exposing and problematizing corporate power in its various
modalities, to various publics

« providing evidence-based ammunition to allies in social justice,
Indigenous, and ecological movements, to bolster their counter-power

« offering policy analyses that propose feasible alternatives for a just
transition from fossil capitalism—evoked in such projects as climate
justice and energy democracy.

As action research, the CMP puts at the centre of its mission the production
of critical knowledge that can inform effective political practice. In mapping
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the carbon-extractive sector’s organization, its political and cultural reach,

and the resistance to its power, we offer a relational analysis attuned to both

political-economic and discursive structures and practices. At the core of

the analysis is the idea that corporate power is wielded through a number of

distinct modalities.

Modalities of Corporate Power

In Organizing the 1%: How Corporate Power Works, ]. P. Sapinski and I argue

that contemporary corporate power is at once economic and hegemonic,

manifesting itself not merely as an economic force grounded in accumula-

tion but also as a political and cultural force. As figure I.1 shows, this power

stretches across the capitalist economy, the state, and civil society, expressing

itself in various modalities within three overlapping spheres (see figure I.1).

ECONOMY

Economic power:

- Strategic control
« Allocative power
- Operational power
« Commodity chains

Corporate power
as accumulation

Corporate power
Political influence: as hegemony

« Lobbying

- Regulatory capture

« Revolving door

- Co-managing dissent
and surveillance

]

« Corporate
community
cohesion

'COYPO(afE. Cultural influence:
organization
ofthe media

CIVIL SOCIETY

«Business activism and
policy-planning network
« Business leadership in
education and research
- Corporate funding of
knowledge-production

and activism
- Media

Figure 1.1 Modalities of corporate power. Source: Carroll and Sapinski (2018, 101).
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In its economic aspect, corporate power is coterminous with the entire
process of capital accumulation, from the labour entailed in extraction,
manufacturing, and transport through to marketing and finance. The popu-
lar imagery of “free” markets obscures the cardinal reality that capitalism is
an economic system in which a dominant class of business owners and top
executives appropriates the wealth created by a subordinate class of wage and
salary earners. The economic surplus that labour generates in production
forms the basis for profit, interest, and rent and for the ultra-high salaries
of CEOs (some of whom earn in excess of $10 million annually).* Capitals
competitive dynamic means that each firm, including large corporations,
must grow or eventually die, as other enterprises overtake it. Thus, most of the
surplus that capital appropriates from labour is reinvested, giving capitalists
power not only within current economic practices but also over the future.
As capital accumulates, giant corporations and massive pools of capital con-
centrate power in the capitalist class’s top tier—those who own and/or control
large corporations. The economic power of corporate capital is reflected in
the economic dependence of workers, communities, and states on corporate
investments to generate jobs and government revenue.

As figure L1 suggests, there are several distinct modalities of economic
power. Operational power is the power of management, flowing through a
chain of command in which the scope of decision making is narrowed as
we move from top management to shop floor. Operational power is also
wielded along commodity chains, from resource extraction through processes
of transport, processing, manufacturing, and distribution. Strategic power,
the power to set business strategies for the company, involves control of the
corporation itself, often by acquiring the largest bloc of shares. This power is
lodged in the board of directors but rooted in the nondemocratic character
of corporate capital. Corporate directors are annually “elected” but by share-
holders only. The majority of those with a stake in the enterprise—workers,
communities, consumers—are thus disenfranchised. Moreover, elections are
typically based not on one vote per person but on one vote per corporate
share owned, thereby enabling large shareholders to wield strategic control,
as Jouke Huijzer and I show in chapter 4. Finally, allocative power stems from
the control of credit, the money-capital on which large corporations depend.
This power, which accrues to financial institutions of all sorts (banks, life
insurers, asset managers, hedge funds), is crucial in expanding or retooling
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operations, launching takeover bids, or coping with cash squeezes during
crises (see Carroll and Sapinski 2018, 39—40).

Figure L1 also depicts the hegemonic face of corporate power, as it extends
into the political and cultural fields of state and civil society. Hegemony can
be defined as rule with the consent of the ruled; hence, hegemonic power
refers to how that consent is secured, organized, and maintained, from the
visceral level of everyday life up to the top tiers of state institutions. Although
capitalists themselves dominate in accumulation, within political and civil
society corporate power is exercised by capital’s organic intellectuals, “dep-
uties” or members of the capitalist class who are entrusted with the activity of
“organising the general system of relationships external to . . . business itself”
(Gramsci 1971, 6). As Giuseppe Vacca (1982) has noted, such intellectuals are
“organic” in a double sense. On one hand, they are “organizers” of an advanced
capitalist way of life, providing leadership within the core institutions of cap-
italist society. On the other hand, their efforts are functionally (organically)
predicated on the dominance of capital in human affairs and serve to repro-
duce that dominance. The agency of corporate capitalists as “business leaders”
and “business activists” promoting the virtues of one or another aspect of
corporate capitalism is an important expression of the organic relationship
between the business of capital accumulation and wider world of politics and
cultural life. However, most organic intellectuals are not major shareholders or
high-level executives but well-placed and highly skilled professionals whose
agency legitimates and facilitates the corporate system, through their involve-
ment in areas such as public relations and media, policy formation, lobbying,
higher education, accounting, and corporate law (Carroll and Shaw 2001).

Such experts can also be found on the directorates of leading corporations,
where they function in an advisory capacity and often help to integrate the
corporate elite by serving on multiple boards. Indeed, as I show in chap-
ter 5, a dense network of interlocking directorates among Canada’s leading
fossil-capital companies pulls together capitalists and organic intellectuals
as an elite within the wider Canadian corporate community (and the even
wider transnational capitalist class). Within this elite, power is centralized,
as top capitalists and their advisors interact frequently, maintaining a sense
of solidarity and common purpose even as they compete over the division
of spoils appropriated from labour and nature. The corporate community’s
cohesiveness is an important modality of hegemony, as it enables corporate
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capital to reach a consensus on long-term goals and vision and, on that basis,
to speak politically with a single voice and thus to lead.

Complementing elite integration is the reach of corporate power into
the public sphere, effectively seeking to dominate the institutions, agendas,
policies, discourses, and values that add up to an entire way of life. Doris
Fuchs and Markus Lederer (2007, 4) have distinguished three forms of such
power. Grounded in the vast resources that corporations control, instrumental
power involves investing those resources in order to exercise influence in
the political process, as in lobbying and campaign or party finance activ-
ities. Structural power, grounded in capitalists’ control of investment, is the
power to set the agenda and make the rules, with the threat of possible capital
withdrawal keeping some options (such as rapid decarbonization that would
threaten immediate profits) off the table. Finally, business wields discursive
power, shaping norms, values, and beliefs through image campaigns that
trumpet corporate social responsibility and “corporate citizenship,” as well
as through the wider promotion of consumer and entertainment culture,
the wellspring of popular desires and concerns. These forms often operate in
conjunction. For instance, in August 2018, Canada’s federal government, after
what was described as extensive “consultation” with industry (a veiled refer-
ence to instrumental power), announced that it was walking back its plan for
a national carbon tax. Environment minister Catherine McKenna explained,
“We don’t want to drive industry out of our country” (an acknowledgement
of structural power) (quoted in Rabson 2018). In this volume, we focus on
the instrumental and discursive forms, although capital’s structural power is
always in the background.

As illustrated in figure L1, corporate reach is a many splendoured thing.
Vis-a-vis civil society, it includes, among other things:

« business leadership exercised by corporate elites as they govern
business councils, industry groups, policy-planning organizations, and
institutions of higher education and research

o selective allocation of funds to business-friendly think tanks, advocacy
groups, political parties, etc.

« public relations (PR) and corporate social responsibility (CSR)

initiatives
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« the framing of news and other media content to privilege business
interests (who as advertisers selectively fund that content)

o the corporate organization of communications media, whose goal of
profit maximization trumps the public interest.

Corporate funding of organizations and activities in civil society is itself
an expression of allocative power reaching into and colonizing the public
sphere. Funds accumulated as capital are selectively directed, often through
private foundations, to initiatives aligned with corporate business, includ-
ing policy-planning groups, political parties, lobbies and industry groups,
universities and research centres, community organizations, and “astroturf”
advocacy groups such as Canada’s Energy Citizens. Corporate power reaches
into the state via such relations and practices as

« intensive and sustained lobbying (in the five years ending in early 2016,
the Canadian Association of Petroleum Producers lobbied the federal
government on nearly a daily basis)

o regulatory capture (for example, Canada’s National Energy Board
rubber-stamped industry proposals for years, leading an investigative
panel to observe in 2017 that “Canadians have serious concerns that
the NEB has been ‘captured’ by the oil and gas industry, with many
Board members who come from the industry that the NEB regulates,
and who—at the very least appear to—have an innate bias toward that
industry” [McCarthy 2017])

o revolving doors, through which business leaders become political
leaders and vice versa.

A final aspect of corporate reach into political society aligns corporations with
the repressive arm of the state, as co-managers of dissent and surveillance.
Although it is business as usual to govern with popular consent, when hegem-
ony fails—when dissent becomes well organized and potentially effective—the
state turns to more repressive strategies of social control.

In the realm of fossil capital, this began to happen under the Harper regime,
as coalitions of Indigenous, environmental, and social justice activists rose up
in opposition to proposed pipelines such as Northern Gateway and Keystone
XL (both first proposed in the mid-2000s). In response, the state mobilized
its security agencies in order to protect “critical infrastructure,” working in
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collaboration with fossil fuel corporations (Crosby and Monaghan 2018).
In 2014, in its Action Plan for Critical Infrastructure, Public Safety Canada
recommended that “private sector stakeholders” be granted special security
clearance “to enable increased sharing of sensitive information” (Public Safety
Canada 2014, 6). Then came Bill C-51, introduced by the Harper govern-
ment in January 2015 (and passed six months later). Otherwise known as the
Anti-terrorism Act, 2015, the bill included “interference with critical infra-
structure” in its definition of activities that undermine the country’s security.
That “critical infrastructure” included pipelines and other oil and gas industry
facilities was clear from a January 2014 RCMP report, “Critical Infrastructure
Intelligence Assessment: Criminal Threats to the Petroleum Industry;,” in
which “violent anti-petroleum extremists” were essentially tagged as terrorists
(Linnitt 2015). Although the Trudeau government’s Bill C-59, introduced in
June 2017 (and passed two years later), softened the language of Bill C-51, it
continues to target “significant or widespread interference with critical infra-
structure” as a threat to national security and to allow authorities to detain or
arrest someone if they have reasonable grounds to believe that doing so “is
necessary to” prevent the occurrence of terrorist activity.’

These various modalities can be placed within an even wider framework
that recognizes that power implies resistance (Barbalet 1985). Resistance can
take different forms, including

« shop-floor struggles of workers against the lash of management

« protests, boycotts, and blockades at key junctures along commodity
chains

o shareholder activism and divestment campaigns, which engage the
power of investors

o calls for the private allocative power of finance to be brought under
public control

« critiques of the concentration of power within old boys’ clubs and
among corporate elites

o demands to remove big money from politics and to end the
institutional corruption that infects practices of business lobbying

« media activism pushing to democratize public communication while
fostering community-based media
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o counterhegemonic projects to transform our way of life—as in the
2015 Leap Manifesto, which proposes to shift from fossil capitalism to
energy democracy.®

Although the Corporate Mapping Project has focused on domination, issues
of resistance (and even transformation) are never far below the surface of
our investigations, and they figure prominently in this collection’s third part.

Structure of the Book

In the chapters that follow, we show how these modalities of corporate power
in and around Canada’s fossil-capital sector comprise a regime of obstruction.
The analysis is presented in three parts:

+ “The Organization of Fossil Capital,” through networks and
commodity chains in which a few large corporations dominate the
scene

o “The Struggle for Hearts and Minds,” as corporate power reaches
into political and civil society and into Indigenous communities, via
various instrumental and discursive relations

« “Resistance and Beyond,” as counter-power builds, opening space for
transformative policies and practices that can move toward energy
democracy.

The Organization of Fossil Capital

Part 1 highlights the structure and dynamics of Canada’s fossil-capital sector,
its internal organization and links to national and transnational capitalist
structures and agencies, its extractivist logic of accumulation by dispossession,
and the business strategies that carbon-extractive corporations are adopt-
ing in the current era of decreased fossil fuel prices and increasing risks (to
fossil-capital investors) of stranded assets.

Two chapters focus on the core of fossil capital in Canada and the exer-
cise of operational and strategic power within the accumulation process. In
“Boom, Bust, and Consolidation: Corporate Restructuring in the Alberta Oil
Sands,” Ian Hussey, Eric Pineault, Emma Jackson, and Susan Cake present
comparative case studies of the “oligopolistic bloc” that dominates Canada’s
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tar sands and the wider fossil-capital sector. They show how, amid the wild
swings of the commodity cycle, five companies have pursued accumulation
strategies that reproduce fossil capital by building up and deploying organiz-
ational power over material resources, labour, and spaces of circulation. The
normalization of ramped-up bitumen extraction and the revenue streams
issuing from it have become central to Canada’s regime of obstruction.

>«

James Lawson’s “Lines of Work, Corridors of Power: Extraction, Obstruc-
tion, and Counter-obstruction Along Fossil Fuel Production Networks”
presents a complementary analysis of the corporate strategies and practices
that maintain and enlarge the flow of fossil fuels from the point of extraction
to ports and processing facilities. Lawson focuses on flows of material along
commodity chains, noting that the capacity to block and unblock flows also
underwrites disruptive counter-power. In effect, obstruction cuts both ways:
fossil capital obstructs the political and economic changes that might jeop-
ardize its self-expansion, while anti-pipeline campaigns strive to obstruct the
flow of carbon energy that is the basis for that self-expansion.

Mark Hudson’s “Landscapes of Risk: Financial Representations of Catas-
trophe” shifts the focus to the financial sector and its entwinement with fossil
capital. Hudson interrogates how the climate crisis, an ecological phenom-
enon, gets “digested” into the logic of capital and thereby transfigured from
a lived, heterogeneous, and qualitative phenomenon into a homogeneous,
fictitiously commensurable stream of quantitative values. Moving away from
overt climate change denialism, financial institutions have come to construct
climate change as a set of risk factors manifested in changing commodity
prices, which inspire new financial commodities that recalibrate finance’s
allocative power. The financial industry’s practical responses to climate change
depend on a reliable (or at least credible) means for distilling climate change
mitigation efforts into quanta. The chapter explores financial capital’s early
efforts to produce such numbers and raises questions about the implications
of this digestion for both capitalism and how we conceive of nature.

The final chapters in part 1 offer social network analyses of the organization
of corporate power within fossil capital. In “Who Owns Big Carbon? Map-
ping the Network of Corporate Ownership,” Jouke Huijzer and I take up the
issue of strategic power, charting the patterns of share ownership surrounding
Canada’s carbon-extractive sector. We identify ownership interests—corpor-
ate, personal, institutional—and we map the key ownership relations that tie
corporations in Canada’s fossil-capital sector into networks of national and

Introduction 17



transnational corporate power. These networks include the global carbon
majors that reach into Canada through their subsidiaries, the financial institu-
tions and asset managers that own slices of many companies, and the wealthy
Canadian families that own significant stakes in key firms. The substantial
holdings of Canada’s top five banks create a close symbiosis between fossil
capital and financial capital, giving the latter an interest in the vitality of the
entire sector and in obstructing efforts to wind down fossil capital before
fixed-capital assets are fully valorized.

In “Canada’s Fossil-Capital Elite: A Tangled Web of Corporate Power,’
I map the interlocking directorships through which the directors and top
executives of fossil-capital firms are integrated into a Calgary-centred elite
and the additional interlocks that link that elite into the financial sector and
other segments of corporate capital, both national and transnational. A few
dozen well-connected corporate capitalists and their advisors provide much
of the network’s “inner circle” (Useem 1984), further concentrating corporate
power. The architecture of corporate power resembles an entrenched oli-
garchy. In corporate boardrooms, decisions affecting communities, workers,
and ecologies are made by small, often interlocked groups of men prioritizing
short-term private profit over public and ecological concerns.

The Struggle for Hearts and Minds

Part 2 of this volume focuses on the struggle for hearts and minds: the prac-
tices and relations through which fossil capital strives to secure popular
consent and to co-opt, disorganize, or marginalize dissenting perspectives.
Integral to obstruction, these practices include the reach of corporate power
into Indigenous communities, who have suffered the worst environmental
and health impacts from carbon extraction as part of ongoing colonization,
and whose land claims and collectivist traditions often stand in the way of oil
and gas infrastructure. In many cases, however, these communities face the
dilemma of participating in fossil capitalism or forgoing badly needed income
and jobs (a quandary not unfamiliar to non-Indigenous workers).

In “Fossil Capital’s Reach into Civil Society: The Architecture of Climate
Change Denialism,” Nicolas Graham, Michael Lang, Kevin McCartney, Zoé
Yunker, and I map the Canadian network of fossil-capital corporations whose
boards interlock with key knowledge-producing civil society organizations,
including think tanks, industry associations, business advocacy organiza-
tions, universities, and research institutes. We find a pervasive pattern of
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carbon-sector reach into these domains of civil society, forming a single, con-
nected network that is centred in Alberta yet linked to the corporate elite of
central Canada through hegemonic capitalist organizations, including major
financial companies. The many threads of communication and collabora-
tion in civil society afforded by interlocking governance boards enable the
fossil-capital elite to define, defend, and advance its profit-driven concerns
as “common sense,” in the “public interest.” This structure thus provides the
architecture for a “soft” denial regime that acknowledges climate change while
protecting the continued flow of profit to fossil-fuel and related compan-
ies. What obstructs serious action are corporate interests, expressed in part
through the intricate elite network that reaches from fossil-capital board-
rooms to civil society.

«

In “Our Oil’: Extractive Populism in Canadian Social Media,” Shane Gun-
ster, Robert Neubauer, John Bermingham, and Alicia Massie explore how
the Canadian fossil fuel industry and its proponents are increasingly using
social media to mobilize core constituencies of supporters, to attack indus-
try critics, and to position the sector as a national public good. Their study
analyzes the Facebook posts of seven groups active in the promotional and
advocacy social media infrastructure for the Canadian fossil fuel sector. The
rapid growth of extractivist groups on social media marks a shift away from
advertising campaigns that address the general public toward targeted mobil-
ization that aims to convert passive industry stakeholders into engaged issue
publics. These groups combine conventional pro-capital tropes (such as jobs
versus environment and free market fundamentalism) with more innovative
discourses to construct a coherent, accessible, appealing, and easily shared
set of legitimating narratives and frames. Concurrently, as they circulate the
content of more established commentators, extractivist groups create online
“echo chambers” that further insulate industry supporters from the wider
world. As Ferguson (2018) points out, the proliferation of such echo chambers
accentuates the public sphere’s fragmentation, impeding the public conversa-
tions that are crucial to democracy.

Our next two chapters map the reach of corporate power into the state
and the shaping of public policy. In “Episodes in the New Climate Denialism,”
CMP co-director Shannon Daub, Gwendolyn Blue, Lise Rajewicz, and Zoé
Yunker illustrate the contradictory logic of a policy paradigm that acknow-
ledges fossil capital’s central role in the climate crisis while denying the need
to decarbonize energy systems at a pace commensurate with what we know
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from climate science. As a hegemonic intervention, new denialism advocates
technological and market-based fixes that leave corporate power intact while
creating new profit-making opportunities. In the lead-up to the 2015 Paris
Agreement, when the world’s carbon majors first embraced this perspective,
and in the 2016-17 “climate leadership” efforts in Alberta and British Colum-
bia, when industry submissions to advisory panels underlined the overriding
need for fossil-capital “competitiveness” in climate leadership, we witness the
capture of climate policy by industry and its use in legitimating continued
extraction and burning of carbon. The strategic gambit is to win a measure
of popular support, or “social license” (Thompson and Boutilier 2011), while
neutralizing opposition to pipelines and tar sands expansion. The Trudeau
government’s 2016 announcement of the Pan-Canadian Framework on Clean
Growth and Climate Change, nine days after federal approval of two major
pipeline projects, is a third recent episode in the new denialism and reminds
us that governments are not simply passive conveyors of corporate power but
active participants. The regime of obstruction is, in this sense, a “power bloc”
that takes in core positions of economic and political power, with the capital-
ist class and the state forming a “partnership between two different, separate
forces, linked to each other by many threads, yet each with their own sphere
of concerns” (Miliband 1983, 65).

«

The following chapter, “Doing Things Better Together’: Industry Capture
of Climate Policy in British Columbia,” can be read as a companion piece in
which Shannon Daub, Chuka Ejeckam, Nicolas Graham, and Zoé Yunker
show how corporate reach into key state organizations leads to regulatory cap-
ture and institutional corruption. The mechanisms range from the vast funds
that fossil capital contributed to the BC Liberal Party (in power from 2001 to
2017), through the thousands of lobbying contacts between fossil capital and
BC public officials (averaging fourteen contacts per business day between
2010 and 2016), to the institutional capture of climate leadership as the BC
government and the Canadian Association of Petroleum Producers (CAPP)
co-organized a secret, parallel process, at CAPP’s Calgary offices, in which
leaders from oil and gas companies crafted the actual policy, even as official
public consultations were underway in British Columbia. These examples are
a measure of the chasm between the current regime of obstruction and what
most people would recognize as a functioning democracy. Yet Daub and her
co-authors rightly insist that, however much corporate power has captured
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and corrupted political processes, the state remains a terrain of struggle, and
the outcome of that struggle is indeterminate.

One might say the same about the Alberta-based research universities
that preoccupy Laurie Adkin in “Petro-universities and the Production of
Knowledge for the Post-carbon Future” Here again, the regime of obstruction
operates through a number of mechanisms, sometimes grouped under the
rubric of “corporatization” (see Brownlee, Hurl, and Walby 2018), but does
not go unchallenged. Fossil-capital interests have become entrenched, both
within state agencies that provide funding for university-based research and
within universities themselves. Even state funding of so-called environmental
and clean technology initiatives, such as carbon capture and storage, chiefly
support (and legitimate) fossil capital, rather than pointing toward a future
energy system. In mapping the flows of funding to the Universities of Alberta
and Calgary for energy-related research and development, Adkin illuminates
another aspect of the allocative power that corporations wield vis-a-vis the
state and civil society while demonstrating how the former, through its own
funding bodies, underwrites technological improvements that subsidize the
ongoing accumulation of fossil capital. Corporate-state largesse extends to
research centres and research chairs, many of them endowed by fossil-capital
“partners”

Adkin’s detailed analysis of corporate involvement in university gov-
ernance extends the network analysis in chapter 6, completing a picture of
multifaceted corporate influence in shaping knowledge and technology. Yet
her recounting of the Suzuki affair again points to contested terrain. In April
2018, the University of Alberta’s decision to honour acclaimed environmental
scientist David Suzuki with a doctorate of science was met by shrill protest
from the deans of both the Faculty of Engineering and the School of Business,
as well as from astroturf advocacy groups and CAPP, and by open threats from
fossil capitalists to cancel future donations to the university. Despite the moral
panic, senior administration held fast to their decision, illustrating that it is
still possible for universities to define and serve a public interest distinct from
the private interests of capital but also that this requires principled leadership.

Much less contestation can be found in rural prairie communities depend-
ent on fossil capital, the subjects of Emily Eaton and Simon Enoch’s chapter.
“The Oil Industry Is Us: Hegemonic Community Economic Identity in Sas-
katchewan’s Oil Patch” offers ethnographic insights from small towns where oil
is part of the everyday fabric of life. Drawing on in-depth interviews with the
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residents of three such municipalities, as well as on a content analysis of local
newspapers, Eaton and Enoch show how fossil corporations have instilled
a sense of “psychological identification” as community members embrace
the frames and narratives of the petroleum industry on a range of issues. In
these instances, hegemony is deeply lodged in identity and community, as
the allocative power of corporations to fund local amenities combines with
the discursive power of industry-propagated frames. As communities come
to see their fate as inextricably linked to industry’s fate, they not only turn to
oil companies as the authority through which energy issues are understood,
but they also rise to the defence of those companies against threats posed by
climate-activist outsiders.

Community also figures strongly in Angele Alook, Ian Hussey, and Nicole
Hill's “Indigenous Gendered Experiences of Work in an Oil-Dependent,
Rural Alberta Community” Focusing on the experiences of Indigenous
workers and their families in Wabasca, Alberta, the authors examine how
precarious employment in carbon extraction shapes family and commun-
ity life. Grounding their analysis in a series of “life story” interviews, they
explore the contradiction between the Cree vision of miyo-pimatisiwin—a
holistic understanding of living the good life—and precarious employment
within the boom-and-bust cycle. Their research supports Eaton and Enoch’s
observation that fossil capital gains community support in part by providing
the dominant source of employment. However, companies owned by First
Nations bands and private businesses owned by Indigenous capitalists also
have a stake in the game, often competing with one another for subcontracts
from Big Oil. In addition, the division of labour is highly gendered. Oilfield
work is male dominated, while women’s paid and unpaid care work, even
as it strives to maintain the balance integral to miyo-pimatisiwin, margin-
alizes Indigenous women in the labour market. The study uncovers racist
stereotypes that are internalized by some Indigenous workers and resisted
by others, while also registering concern about the development on reserves
of capitalist class relations, which could divide communities against them-
selves, co-opting them into extralocal relations of ruling. All these elements
comprise a complex articulation of corporate power within Indigenous com-
munities struggling to terminate and recover from a colonialism that is still
very much intact.

In “Between a Rock and a Hard Place: Canada’s Carbon Economy
and Indigenous Ambivalence,” Clifford Atleo offers a nuanced analysis of
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settler colonialism and fossil capitalism in Canada, refusing the roman-
tic (and racist) binary that positions Indigenous peoples on the side of
“pristine nature” Indigenous struggles for self-determination coexist with
capitalism’s powerful capacities to invade “every corner of both the earth
and our imaginations.” Settler capitalism was founded on accumulation
by dispossession (Coulthard 2014), and as their land was stolen many
Indigenous people lost their livelihoods and migrated to urban settings,
where land-based sensibilities may weaken. This has led some, including
some Indigenous leaders, to internalize the logic of neoliberal capitalism.
Within advanced settler colonialism, one version of self-determination now
envisages Indigenous peoples as sovereign participants in a capitalist way of
life, garnering the benefits of resource extraction within “a despiritualized
world understood simply as a business opportunity” (Coburn and Atleo
2016, 190). Unsurprisingly, First Nations bands are often pulled in two dir-
ections. As Atleo notes, in the case of the Trans Mountain Pipeline project,
some First Nations joined the Treaty Alliance Against Tar Sands Expansion
(Meyer 2018), while others chose to sign “mutual benefit agreements” with
the project’s proponent, Kinder Morgan. The struggle for hearts and minds,
ever at hegemony’s core, is no less salient among Indigenous peoples than
among the non-Indigenous.

The chapters by Atleo and by Alook, Hussey, and Hill highlight the deep
settler-colonial legacy that continues to shape the political ecology and
economy of carbon extractivism in Canada and that must be addressed and
remediated in any just transition to a post-carbon world.

Resistance and Beyond

Although this collection centres on the reality of corporate power, we strive
not to reify that power and to consider prospects for the dual shift in power
required for energy democracy—toward the decarbonization of energy and
the democratization of control. Part 3 takes up these issues.

In “From Clean Growth to Climate Justice,” Marc Lee, director of the
Climate Justice Project, presents two alternative pathways for climate
action. “Clean growth,” which has become the mantra of both the federal
government and the environmental mainstream, proposes market-based
measures, chiefly in the form of carbon pricing, designed to shift the full
cost of the damage done by carbon emissions onto those who contribute
directly to them, as producers and consumers, thereby creating a negative
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incentive that will steer the accumulation process toward decarbonization.
As a hegemonic project, clean growth parallels financial capital’s “digestion”
of the climate crisis (see chapter 4). Premised on the fantasy of endless
economic growth, this vision of green capitalism frames climate solutions
as new business opportunities. But it also ignores the contradiction between
economic growth and ecological health, discounts the increasing inequal-
ities that accompany capital accumulation, and underestimates the scale and
scope of the energy transitions actually required to reduce Canada’s carbon
footprint. In contrast to this new, corporate-friendly version of denialism, a
“climate justice” framework combines decarbonization with the integration
of social justice principles into climate change policy. Lee reviews a range
of research findings from the Climate Justice Project, emphasizing how
such integration offers a more inclusive and effective approach that seeks to
achieve deeper changes in living patterns and economic structure.

Complementing Lee’s policy perspective, our final three chapters focus
on the counter-power of social movements as protagonists in the strug-
gle for climate justice and energy democracy. Karena Shaw’s “Flashpoints
of Possibility: What Resistance Reveals About Pathways Toward Energy
Transition” focuses on flashpoints along carbon commodity chains—sites
at which resistance becomes visible in ways that challenge the legitimacy
and power of the fossil fuel industry. It is in this challenge that fossil cap-
ital is exposed as a self-interested actor and its influence is problematized.
Shaw’s reading of one such flashpoint—popular mobilization in 2018 against
the Trans Mountain Pipeline Expansion, as refracted through various news
outlets—distills both the obstacles and the more promising developments
that may prove critical to the future of climate justice. These include, on
the one hand, the hegemonic position of fossil capital in political processes
and news discourse, as well as the framing of political issues and identities
around federal-provincial and interprovincial conflict, and, on the other, the
migration of First Nations claims from the margins to the centre of polit-
ical contention and the evolution of environmentalism beyond single-issue
politics. Perhaps most importantly, the flashpoint reveals the struggle “for
a collective public imagination” of life beyond fossil capital, an imaginary
that needs to be built in tandem with post-fossil alternatives at community,
regional, and national scales.

In “Toward a Typology of Fossil Fuel Flashpoints: The Potential for Coali-
tion Building,” Fiona MacPhail and Paul Bowles also interrogate the roots
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and meaning of flashpoints. With the intention of creating an analytical
framework that could contribute to the building of successful resistance
campaigns, they advance a typology of these episodes of heightened public
contention. The typology identifies three axes of contestation that shape
flashpoints at distinct junctures along fossil-capital commodity chains: the
distributive axis (how are a project’s material benefits to be distributed?),
the procedural axis (has the approval process been fair?), and the ecological
and recognition axis (what are the environmental risks, as well as the risks
to non-capitalist economies?). The successful campaign, which ran from
2010 t0 2016, to put a stop to the construction Enbridge’s Northern Gateway
pipeline illustrates how all three axes of contention can be activated syner-
gistically in a broad oppositional coalition. However, because the underlying
reasons for contestation may differ greatly from one node in a commodity
chain to another, such convergence is not easily achieved. Understanding
the nature of contestation at the local level and how different strands of
opposition can be braided together in coalitions can strengthen strategies of
resistance, thereby contributing to a move toward energy democracy.

As the climate crisis has deepened, campaigns to persuade institutional
investors to divest from fossil capital have proliferated on university campuses
and elsewhere. In our final chapter, “Fossil Fuel Divestment, Non-reformist
Reforms, and Anti-capitalist Strategy,” Emilia Belliveau, James Rowe, and
Jessica Dempsey put divestment into critical conversation with André Gorz’s
concept of a non-reformist reform. Whereas traditional efforts at reform
are constrained by what is possible within a given system, the struggle for
non-reformist reforms is “determined not in terms of what can be, but what
should be” (Gorz 1967, 8). For Gorz, non-reformist reforms are steps along
the path toward system change: they disturb the capitalist status quo in
ways that build popular power. Divestment’s apparently reformist orienta-
tion has evoked a lukewarm reception from anti-capitalist critics, who view
divestment as a co-opted politics that accomplishes no more than a shift in
investment portfolios. Intriguingly, interviews with divestment campaign-
ers across Canada reveal a gap between their anti-capitalist commitments
and the movement’s pragmatic external messaging. The gap may be a pro-
ductive one, however, strategically designed to reach broad publics through
mainstream media that eschew anti-capitalism. To the extent that it opens
conversations that challenge the legitimacy and economic viability of big
carbon as a leading economic sector, while attracting new activists (on
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campuses and off) to climate justice, divestment can serve as a non-reformist
reform. Divestment’s specific targeting of the fossil fuel industry and its cli-
mate obstructionism is a crucial step, but only a step, in the transition to
energy democracy and climate justice.

Indeed, the various policies and campaigns discussed in these four chap-
ters add up to a set of non-reformist reforms, not a full-blown project of
system change. This reflects the political reality of contemporary Canada,
within which capital’s hegemony is intact, even if carbon-extractive cor-
porations are increasingly under critical scrutiny. Corporate control of the
financing and production of energy, along with the legitimation of that control
through the modalities of power that we map in this book, poses the greatest
obstruction to our dealing effectively with the ecological and economic chal-
lenges we face today. Understanding how that power is continually secured
and reproduced—the primary remit of this volume—needs to be conjoined
with coordinated efforts, within the accumulation process, in civil society
and vis-a-vis the state, to “build a politics on the scale necessary to dismantle
fossil capital” (Kinder 2016, 24).

The concept of energy democracy neatly condenses the combination of
energy decarbonization and economic democratization that is so urgently
needed. Energy democracy comprises a bundle of sectorally targeted
non-reformist reforms that push toward even broader democratization and
decolonization of economic, political, and cultural life. In such a transforma-
tion, the various modalities of corporate power we map here would give way
to popular power and participatory planning in production, environmental
stewardship, public communication, and inclusive community development.

C ontemporary struggles for energy democracy offer alternatives, but their
viability depends largely on the extent to which an effective mass political
base can be built. Building such a base will require a clear and thorough
understanding of Canada’s fossil fuel complex and the regime of obstruction
it currently constitutes. The chapters that follow offer intellectual resources
for that socio-political construction project, opening onto broader possible
transformations. In the face of climate crisis, the struggle for a world beyond
fossil capital may be the leading edge of convergent movements to create a
socially and ecologically just world beyond capital itself.

26 Introduction



Notes

1. On Canada’s methane emissions, see Environment and Climate Change Canada
(2017, 9). That methane is estimated to have a global warming potential (GWP)
eighty-six times that of CO2 over a 20-year time horizon was established in 2013
by the Fifth Assessment Report of the United Nations Intergovernmental Panel
on Climate Change: see IPCC (2013, 714, table 8.7). Crucially, this figure factors
in climate—carbon feedback—that is, the effect of changes in climate on the
carbon cycle; if that factor is omitted, the estimated GWP of methane drops to
eighty-four.

2. BP Statistical Review of World Energy 2019, June 2019, https://www.bp.com/
content/dam/bp/business-sites/en/global/corporate/pdfs/energy-economics/
statistical-review/bp-stats-review-2019-full-report.pdf, 2. The rate of growth in
carbon emissions was the largest in seven years.

3. Trudeau was speaking on March 9, 2017, at the CERAWeek Global Energy
Award Dinner, in Houston. See the CBC video clip (posted the following
morning) at https://www.cbc.ca/news/world/trudeau-no-country-would-find-
173-billion-barrels-of-oil-in-the-ground-and-leave-them-there-1.4019321. For his
remarks on the opening day of the Paris talks, see “Canada’s National Statement
at COP 21, November 30, 2015, https://pm.gc.ca/en/news/speeches/2015/11/30/
canadas-national-statement-cop21.

4. According to a report released in 2018 by the CCPA, Canada’s one hundred most
highly paid CEOs earned a record-breaking average of $10.4 million in 2016—an
income 209 times greater than that of the average worker (Macdonald 2018, 4).

5. See Bill C-59, “An Act Respecting National Security Matters,” June 21, 2019
(Royal Assent), https://www.parl.ca/DocumentViewer/en/42-1/bill/C-59/royal-
assent, s. 115 (3) and ss. 146 (1) and (3). The bill is now known as the National
Security Act, SC 2019, c. 13. Compare Bill-51 (now the Anti-terrorism Act, 2015,
SC 2015, ¢. 20), https://parl.ca/DocumentViewer/en/41-2/bill/C-51/royal-assent
https://laws-lois.justice.gc.ca/PDF/2015_20.pdf, s. 2(f) and ss. 17(1) and (2). Note
that the latter two sections of Bill C-51 read “is likely to,” which Bill C-59 then
changed to “is necessary to.”

6. “The Leap Manifesto: A Call for a Canada Based on Caring for the Earth and
One Another;” Leap Manifesto, accessed August 2, 2018, http://leapmanifesto.

org/en/the-leap-manifesto/.
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1 Boom, Bust, and Consolidation

Corporate Restructuring in the Alberta
Oil Sands

lan Hussey, Eric Pineault, Emma Jackson, and
Susan Cake

The Alberta oil sands tend to evoke images of sprawling surface mines worked
by giant rope-and-pulley shovels and larger-than-life trucks, extracting and
transporting a tarlike substance to immense industrial processing facilities.
The oil sands may also conjure up images of tailings ponds and mountains
of caustic sand—the by-products of bitumen extraction—and of billowing
smokestacks that send greenhouse gases rising into the atmosphere, along
with visions of pipelines and trains snaking their way south, east, and west to
refining hubs or to ports elsewhere on the continent. Underlying these images,
however, is another, more abstract one: that of a massive web of economic
power, concentrated in Alberta but linked to policy makers in Ottawa and
to central Canadian elites via Bay Street finance. This hegemonic complex,
an intricate network of both public and private power, has had an enormous
impact on Canadian politics, economics, and society, particularly over the
past two decades. It has been able to exert a defining influence in areas as
diverse as labour regulations and employment, fiscal policy, interprovincial
commerce and international trade, climate and environmental management
(including the protection of water resources), funding for scientific research,
and relations of the colonial state with Indigenous nations.

This chapter was first published as a Corporate Mapping Project report (Edmonton:
Parkland Institute; Vancouver: Canadian Centre for Policy Alternatives, BC Office,
2018). It is reprinted here, in somewhat revised form, by permission of the publishers.
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The early years of the twenty-first century were dominated by concerns
that the world’s supply of oil was running out, which contributed to an upward
spiral in oil prices. Over the course of a ten-year commodity boom—prices
were high from 2004 to 2014—the oil sands grew into an ever more dominant
economic force capable of nourishing and sustaining the hegemonic power
of the fossil fuel industry. Then, in the autumn of 2014, oil prices crashed,
with a barrel of West Texas Intermediate (WTT) losing nearly half its value
in the space of only four months." Yet the key corporations that make up this
hegemonic complex managed to emerge from the crisis relatively intact, with
the oil sands industry ultimately retaining its status as a decisive economic
and political force.

The power of the oil sands industry is grounded in the activities of a
surprisingly small number of firms: five extractive corporations dominate
bitumen production in Canada. Together with two major pipeline companies,
these corporations form the core of this hegemonic complex.* Their strat-
egies of capitalist accumulation are embodied in the fixed capital mentioned
above—in the equipment, physical structures, and other tangible property
bound up in the flow of bitumen from pit to refinery—as well as in the labour
and energy required to mobilize these assets. The accumulation of capital has
sustained the hegemonic power of the oil sands as an economic and political
force, and this power has in turn been exercised to further the accumula-
tion strategies of the major corporate players in the industry. The “Big Five”
are Suncor Energy, Canadian Natural Resources Limited (CNRL), Cenovus
Energy, Imperial Oil, and Husky Energy.?

Of course, the oil sands industry is populated by thousands of businesses,
of all sizes. In 2011, at the height of the oil sands boom, the extractive por-
tion of the Canadian oil and gas sector comprised 7051 firms that actually
employed staff (counting employee-less shell firms the number goes up to
14,415). Of these firms, 6,537 (93 percent) were small businesses with fewer
than fifty employees. Of the remaining 514 firms, 485 were medium-sized busi-
nesses with 50 to 499 employees, while only 29 were large corporations with
500 employees or more. Most of these firms (including roughly two-thirds
of the small ones) operated in the area of “services to oil and gas extraction,”
a category that accounted for 62 percent of the total number of firms with
employees. Conventional oil and gas extractors made up another 25 percent
of the total number, while 10 percent were oil and gas contract drillers. At that

time, firms active in “non-conventional oil extraction” accounted for fewer
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than 1 percent of the total.* Yet it is the investment decisions made by this
handful of firms—firms engaged in extracting hydrocarbons from uncon-
ventional sources such as oil sands and in exploring for new reserves and
developing ways to increase extractive capacity—that determine the overall
growth trajectory of the industry.

The accumulation strategies of the Big Five must be examined in the con-
text of the commodity cycles that mark the development of extractive capital.
Capitalist development is not a linear and progressive process. Accumulation
is, by its very nature, cyclical, and commodity-producing industries are sub-
ject to some of the wildest economic gyrations. Price volatility is a hallmark of
commodity-producing sectors, all the more so given the existence of vast and
deeply rooted financial markets where shipments of basic commodities are
bought and sold and options on future transactions traded. The price dynam-
ics of commodity extraction and circulation drive an investment cycle that is
prone to immense overshoots, which can have dire economic consequences
as the value of fixed capital is destroyed during the inevitable downturns.
These cyclical dynamics lie behind the recent development of the Canadian
oil sands, and an appreciation of their influence is crucial to the analysis
presented in this chapter.

We begin by examining the Big Five’s key assets—both financial and
organizational—with a view to understanding the nature of their oligopolistic
power. The Big Five have, in particular, been developing and implementing
their accumulation strategies in an era of “extreme oil,” and we go on to outline
the industrial, financial, and ecological relations in which bitumen as a com-
modity is enmeshed. We then turn to the cyclical dynamics that undergird the
Big Five’s accumulation strategies, focusing on the three phases of the most
recent commodity cycle—boom (2004-14), bust (2014-16), and restructuring
and consolidation (from 2015 onward). This analysis enables us to offer certain
projections about the future direction of the extreme oil industry in a world
now gripped by climate change.

Mapping the Oligopolistic Core of the Oil Sands Industry

In the period from 1999 to 2016, bitumen’s share of overall oil produc-
tion in Canada grew by 419 percent, with bitumen (refined and unrefined)
accounting in 2016 for roughly 63 percent of the oil produced in the country
(Hughes 2018, 55, figure 50)—a figure that had risen to 64 percent by the

Boom, Bust, and Consolidation 37



following year.s In 2017, Canada’s overall oil production averaged 4.2 million
barrels per day (bbl/d), and bitumen accounted for nearly 2.7 million of
those barrels.® The Big Five alone had the potential to produce even more
than that amount: their combined capacity for bitumen production stood
at 2.86 million bbl/d in 2017 (see table 1.1). This meant that they controlled
79.4 percent of Canada’s total potential capacity for bitumen production,
which stood at 3.6 million bbl/d in 20177 Beyond control over supply, how-
ever, their production capacity also gave them control over an immense
amount of wealth.

Table 1.1. The Big Five’s key economic variables, 2017

Assets
Market
capitalization Total revenue  Number of Bitumen production
(TSX ranking) Net income® employees capacity (bbl/d)
Suncor $89,494,000,000 $32,176,000,000 12,381 1,175,372
$84,375,452,708 (4) $4,458,000,000 (including 54% stake
in Syncrude)®
CNRL $73,867,000,000 $17,669,000,000 9,973 655,500
$55,044,350,036 (9) $4,640,000,000 (including 70% stake
in Athabasca Oil
Sands Project)
Imperial  $41,601,000,000 $29,125,000,000 5,400 501,750
$34,926,986,855 (18) $490,000,000 (including 25% stake
in Syncrude)
Husky $32,927,000,000 $18,946,000,000 5,152 90,000
$19,615,752,388 (34) $786,000,000
Cenovus  $40,933,000,000 $17,314,000,000 2,882 440,800
$16,808,580,856 (40)  $3,366,000,000

Sources: For assets and net income, FP Infomart; for revenue, data available from
Morningstar, Inc,; for market capitalization and ranking, Toronto Stock Exchange (TSX),
“Quoted Market Value,” May 31, 2018; for number of employees and production capacity,
Excel data underlying JWN Energy’s Oilweek 2018 Top 100: An Uneven Recovery report
(prepared by KPMG), June 2018.

2 Total revenue refers to total earnings in a given reporting period, prior to the deduction of
any expenses. Net income is the amount remaining once all expenses (including the cost of
goods sold) have been deducted.

® Early in 2018, Suncor acquired Mocal Energy’s 5 percent share in Syncrude, bringing
Suncor’s total Syncrude stake to 58.74 percent (Canadian Press 2018).
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In 2017, the Big Five had an aggregate revenue of over $115.2 billion (see
table 1.1). Their net income totalled more than $13.7 billion, and the assets
they owned were worth in excess of $278.8 billion. (By way of comparison,
Alberta’s annual gross domestic product is about $325 billion.) As of May 31,
2018, the Big Five represented 7 percent of the total Quoted Market Value of
the Toronto Stock Exchange (TSX), with Suncor, by far the largest of the Big
Five, ranking fourth among all the companies listed on the TSX. Its Quoted
Market Value was $84 billion, such that Suncor alone represented 3 percent
of the TSX total. In 2017, the Big Five’s aggregate gross profit—a measure of
their overall spending capacity—stood at nearly $47 billion. In contrast, the
Government of Alberta’s total income for 2017 was about $45 billion. The Big
Five thus collectively mustered as much spending capacity as the province
from which they derive the vast majority of their profits.

In addition to their strategic control of extractive capacity, the Big Five
also own a significant proportion of the extractable reserves of oil in Canada
(see table 1.2). Bitumen deposits represent 97.4 percent of Canada’s remaining
extractable oil reserves (Hughes 2018, 63, figure 57). The Big Five are thus
positioned to dominate the future development of Canada’s oil sector. In a
very real sense, they are the oil sands.

Table 1.2. The Big Five’s proved reserves, 2017 and 2018

2017 oil 2018 ol 2017 gas 2018 gas

2017 BOE 2018 BOE (bbl) (bbl) (MMcf)  (MMcf)
Suncor 4,720,500,000  4,633,000,000  4,717,000,000  4,633,000,000 21,000 0
CNRL 8,660,666,667  9,678500,000  7,539,000,000  8,579,000,000 6,730,000 6,597,000
Imperial 4,196,166,667  4,101,166,667  4,111,000,000  4,008,000,000 511,000 559,000
Husky 1,169,783,333  1315,883,333 974,100,000  1,101,200,000 1,174,100 1,288,100

Cenovus 5,232,666,667 5,167,166,667  4,881,000,000 4,915,000,000 2,110,000 1,513,000

Source: Daily Oil Bulletin, Top Operators 2018: Two Steps Forward, One Step Back, 13.

Note: BOE = barrels of oil equivalent; bbl = barrels; MMcf = million cubic feet. A “proved”
reserve is one that is considered to be reliably recoverable under current economic and
political conditions.

In terms of their ownership of assets, the Big Five are both vertically and
horizontally integrated within the fossil fuel industry, and therein lies the
basis of their oligopolistic power. Three of the Big Five—Suncor, Imperial,
and Husky—are active from pit to pump: extracting bitumen (upstream),
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upgrading and refining the bitumen, shipping various grades of petroleum
products through commercial circuits across North America (midstream),
and finally selling directly to consumers and businesses through down-
stream assets such as branded gas stations (Petro-Canada, Esso, and Husky,
respectively). Their vertical integration is thus complete. Although Cenovus
and CNRL do not own any downstream assets, they do have significant mid-
stream assets (see table 1.3).

All five firms are horizontally integrated as well, their activities spread
across the full spectrum of the fossil fuel sector. In addition to conventional
oil and gas extraction, the Big Five are all active in the recovery of “unconven-
tional” fossil fuels, including not only bitumen but also wet natural gas from
the Montney Formation (located in northwestern Alberta and northeastern
British Columbia).® Most of the Big Five are also involved in deepwater oil
and/or gas extraction, and Suncor has owned wind farms since 2002. All five
firms are multinationals with subsidiaries operating in Africa, Europe, and
Asia, but, more importantly, all five have significant midstream assets, such
as refineries and storage facilities, in the United States.

This complex integration gives these large corporations strategic and
operational flexibility: they can use their own products as inputs, they
can shift activity from one component of the fossil fuel sector to another
according to market conditions, and, through internal costing procedures,
they can compensate for losses in one of their business operations with
gains in another. This strategy was important during the oil price downturn
from 2014 to 2016, where losses in the upstream segment of the integrated
producers were offset by strong gains in midstream and downstream seg-
ments. Finally, because they are multinationals, and in particular because
a significant amount of their activities span the Canada-US border, they
also adjust their internal costing in response to foreign exchange and
commodity-product spreads in order to mitigate the impact of the price
discount for relatively low-quality Canadian crude. In short, they are able
to minimize their fiscal exposure.

While integration is critical to the economic power of the Big Five, it is
just one aspect of the corporate power at their command. As members of an
oligopolistic core, they can exercise their economic power outward, effectively
exerting control over the myriad of small and medium-sized service firms that
depend on their activities. The Big Five can also combine forces, collaborat-
ing on research and technology development and forming partnerships for

40  Hussey, Pineault, Jackson, and Cake



large-scale projects, as well as lobbying jointly with government regulators
and public officials—thus transforming economic power into political power.

Table 1.3. The Big Five’s sectoral integration, 2017

Midstream  Downstream  Foreign Operations / reserves
operations/ operations/  operations / in sectors other than
Ownership? assets assets assets oil sands
Suncor
Shares principally heldby ~ Refining, Petro- Offshore Norway, Natural gas, conven-

various North American upgrading  (Canada offshore UK, Libya, tional oil, ethanol,
investors and Syria;° refineryin  wind farms
Colorado (US), with
pipeline link to storage
facilities in Wyoming
CNRL
Shares principally heldby ~ Refining, No Offshore UK, offshore  Natural gas, conven-
various North American upgrading (ote d'Ivoire, offshore  tional oil
investors; 9% Royal Dutch South Africa

Shell (the Netherlands)

Imperial

Subsidiary of ExxonMobil Refining, Esso Parent firm has foreign ~ Natural gas, conven-
(US) upgrading assets tional oil, asphalt
Husky

Majority of shares (70%)
owned by Li Ka-Shing

Refining, Husky
upgrading

Offshore China, off-
shore Indonesia; Lima

Asphalt, natural gas,
ethanol

(Hong Kong) Refinery (full owner)
and Toledo Refinery
(50% stake), both in
Ohio (US)¢

Cenovus

Shares principally held by
various North American

investors; 25% ConocoPhil-

lips (US)

Refining, No
upgrading

50% stake in Wood
River Refinery (lllinois)
and in Borger Refinery
(Texas) (US)

Natural gas, conven-
tional oil

2 Information about ownership is taken from Hulshof et al. (2017).

bIn December 2011, Suncor suspended its Syrian operations indefinitely. Its operations in
Libya were suspended in June 2011 owing to the political turmoil that culminated in the
October assassination of Muammar Gaddafi. Operations subsequently resumed but have
remained limited.

¢ Late in 2017, Husky acquired a third US refinery—the Superior Refinery, in Wisconsin. The
following April, a major fire broke out at the refinery, and Husky is now in the process of
rebuilding.
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The Economic Base for Capital Accumulation: Gross Profit

The capacity of these corporations to expand their power can be analyzed
using two variables—gross profit and capital expenditure (capex)—that
together shape the contours of their accumulation strategies. Gross profit
is a measure of a corporation’s current economic power, and it is the foun-
dation of capital accumulation. It is through gross profit that corporations
not only cover their routine expenses but also finance capital expenditures—
that is, long-term investments, whether they involve the maintenance or
upgrading of existing assets or the acquisition of new ones. The nature of
these capital expenditures is the principal signal of the accumulation strat-
egy that a corporation is presently pursuing. In what follows, we examine
the first variable, gross profit, before going on, in a subsequent section, to
consider capex.

Gross profit is the revenue that remains to a company after direct
costs—that is, the cost of goods sold—have been deducted. These are costs,
whether of labour, materials, or energy, that can be traced directly to the
production and sale of a specific item, such as a barrel of oil. Because these
costs are directly linked to production, they will vary with the amount
of output. In 2017, the total revenue of the Big Five stood at a little over
$115.2 billion (see table 1.4, below), and, overall, direct costs consumed
59.5 percent of this revenue, leaving an aggregate gross profit of $46.7 bil-
lion, almost half of which was captured by Suncor. Although, on average,
40.5 percent of the revenue collected by the Big Five was gross profit, this
average hides an important disparity. At the top end, Suncor’s gross profit,
which stood at roughly $21 billion, represented 65.4 percent of its revenue,
while, at the other extreme, a mere 17.5 percent of Imperial’s revenue ended
up as gross profit. Yet, even at this low end, Imperial’s gross profit was
upwards of $5 billion in 2017.°

It is out of gross profit that corporations then cover their indirect costs,
or overhead—that is, what the company must spend simply in order to run
its business. In contrast to direct costs, which vary with production output,
indirect costs tend to be relatively stable, or fixed. They include routine
expenses—such as rent and utilities, office equipment and supplies, and the
salaries paid to administrative staff—that cannot be associated directly with
the manufacture and sale of a specific product. In the case of the Big Five,
indirect costs also include expenses necessary to sustain their oligopolistic
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power within the industry—in particular, the cost of maintaining large and
complex corporate bureaucracies responsible for activities such as informa-
tion gathering, financial strategizing, research and development, company
advertising and public relations, and lobbying. Overhead thus covers the costs
of both vertical and horizontal integration: it represents the costs associated
with maintaining the full depth and breadth of a corporation’s operations. In
2017, overhead expenses amounted to $13 billion, or roughly 12 percent of the
Big Five’s aggregate revenue, $10 billion of which was spent by Suncor alone.
Overall, the ratio of overhead to direct costs for the Big Five was 20 percent
in 2017, which means that for every dollar spent on direct costs, 20 cents were
spent on overhead. But again, this aggregate figure hides a wide disparity, in
this case between Suncor, whose ratio is 92 percent, and Cenovus, whose
ratio is 3 percent.

It is also out of gross profit that corporations cover financial expenses
such as interest on debt, as well as the repayment of loan principal. Debt rep-
resents assets that have already been acquired. When the asset in question
is a tangible, or material, one (such as a major piece of equipment), which
will eventually wear down and need to be upgraded or replaced, the cost
of acquiring it is typically spread out its anticipated lifetime of use and, for
purposes of accounting, itemized as depreciation. Similarly, loans, as well as
expenses related to the acquisition of intangible assets (such as copyrights,
trademarks, and other forms of intellectual property), are amortized—that
is, paid off in installments.” These costs are likewise deducted from gross
profit.

Table 1.4 presents a breakdown of these expenses for each of the Big
Five in 2017. Suncor appears as an outlier, having the highest revenue, the
lowest direct costs by far, and thus the largest gross profit. This gross profit
sustains a strikingly high level of overhead (which reflects a very top-heavy
corporate structure), significant depreciation and amortization expenses,
and a high net income (half of which was transferred to shareholders in the
form of dividends in 2017). Imperial offers a clear contrast to Suncor, with
very high direct costs and a correspondingly modest gross profit, very low
overhead and relatively minor depreciation and amortization expenses, and
a negligible net income.
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Table 1.4. The Big Five’s gross profit, major expenses, and net income
relative to total revenue, 2017

Total Depreciation

revenue Direct Gross Over- and Net

(millions) costs profit head  amortization income
Suncor $32,176 34.56% 65.44% 31.96% 17.41% 13.86%
CNRL $17,669 53.94% 46.06% 2.56% 29.35% 13.57%
Imperial $29,125 82.49% 17.51% 3.07% 7.46% 1.68%
Husky $18,946 67.87% 3213%  7.86% 15.21% 3.97%
Cenovus $17,314 63.71% 36.29% 1.78% 11.72% 19.44%
Total ($) or $115,230 59.50%  40.50%  11.65% 15.51% 9.95%

average (%)

Source: Based on data from Morningstar, Inc.

Finally, gross profit is used to cover taxes and royalty expenses. In 2017,
the Big Five paid roughly $1.6 billion in income taxes and another $3.1 billion
in royalties to various governments (both in Canada and abroad), for a total
of $4.7 billion. After all these expenses have been paid, what remains is net
income, otherwise known as the bottom line. A portion of net income is
then distributed to shareholders in the form of dividends, as well as through
offers of share buybacks—an approach that has several advantages, notably
the reduction of the number of shares outstanding, which increases the value
of those shares. Whereas taxes and royalties represent a transfer of economic
power to the state, dividends and buybacks transform industrial capital into
financial capital available to investors and thus represent a shift of economic
power from the extractive sector to the financial sector. In 2017, the Big Five
returned approximately $4.2 billion to their shareholders in the form of divi-
dends. (Figures for each of the five are provided in table 1.6, below.) They
spent about another $2.0 billion of their income buying back shares from
the market, meaning that the total transfer of value to shareholders in 2017
approached $6.2 billion.

Once funds have been disbursed to shareholders, the remaining portion
of net income is held by a company as “retained earnings”—uncommitted
capital that can be invested in the accumulation of assets, both tangible and
intangible. For the Big Five, retained earnings amounted to $7.3 billion in
2017. These earnings can be used to expand extractive capacity and thus
increase production output, which serves to build economic power, as well
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as to move into new areas of operation, thereby also enhancing strategic
flexibility.

To summarize, in terms of capital accumulation, the higher the gross
profit of these corporations, the larger the possible scale of their extractive
capacity and the broader the possible scope of their business operations (the
two economic foundations of the Big Five’s corporate power). This snapshot
of the Big Five’s deployment of gross profit must, however, be complemented
by an in-depth analysis of their accumulation strategies over the most recent
commodity cycle. As an introduction to the analysis of this commodity cycle,
we will begin by examining the nature of the commodities involved—bitumen
and its upgraded derivatives—as examples of extreme oil.

The Political Economy of Extreme Oil

Over the past decade or so, concerns about “peak oil”—fears that the supply of
oil is running out—have largely waned. As the climate crisis deepens, however,
a world dependent on fossil fuels has been confronted with a new problem:
oil that can be extracted from known reserves but cannot subsequently be
burned. Extractive capitalists have sharpened their knowledge of the location,
scope, and nature of these reserves and of possible ways to unlock their value.
Yet these reserves consist mainly of unconventional sources of hydrocarbons,
notably oil sands and oil shale. Because recovering oil from these sources is
far more energy intensive than conventional oil extraction (and hence more
expensive), their use increases emissions of greenhouse gases, thereby accel-
erating climate change. If the Paris Agreement’s 2°C limit to global warming
is to be met, some 60 percent to 8o percent of global fossil fuel reserves must
therefore remain underground, thereby becoming stranded assets (see Muttitt
2016; Thieroff et al. 2017; see also Hussey and Janzen 2018; Lee 2017).
Reliance on “extreme” oil generates a number of additional problems,
foremost among them the need for new, and potentially conflict-ridden,
industrial development. Accessing unconventional sources of hydrocarbons
entails opening up hitherto undisturbed territories to oil extraction and gen-
erally requires the use of very invasive forms of extraction. This puts new
pressure on ecosystems and communities and provokes new dispossessions
and new environmental conflicts. In addition, the knowledge that the supply
of oil is not in jeopardy—that vast reserves of unconventional forms of oil
exist—creates a cultural and sociopolitical inertia in industrial societies that
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rely heavily on hydrocarbon combustion, dampening the collective will for
transition away from fossil fuels. Finally, in the era of extreme oil, climate
change is no longer a distant possibility but a contemporary fact, one that is
creating extreme weather and related natural events, including catastrophic
fires and unpredictable floods, which come with enormous social and eco-
nomic costs.

In economic terms, the oil we burn and the plastic we eventually dispose of
or recycle have a specifically capitalist use value. The production of fossils fuels
is thus managed so as to maintain a rhythm of hydrocarbon consumption (a
burn rate) that serves to enhance the value of extractive capital. Maintaining
an optimal flow of production depends not only on the state of world markets
for oil, where demand and supply are reflexively managed, but also on the
development of infrastructure to support the extractive chain, from frontier
to corridor to export gateway. The process whereby this capital is valorized is
driven by an imperative of accumulation that attempts to anticipate, manage,
and plan the acceleration of the extractive flow. Management and planning
are necessary in a context in which the amount of fixed capital is large and
the cycle of rotation long, such that investments are slow to yield a return.
The valorization process thus generates an elongated temporal frame that both
conditions demand and locks in the metabolic future of advanced capitalist
societies presently in a state of carbon dependency.

Where extraction assumes a massive form, as it does in western Canada,
space is likewise configured by the needs of the extractive commodity chain.
The spatial and temporal matrix within which extractive industries operate
further engenders an ensemble of economic linkages, in the form of related
industries, in a process whereby extractive capital draws other sectors of the
economy into its expanding circle of influence. Through these linkages—as
well as through the development of a working class harnessed to, and hence
allied with, fossil capital—extractivism imprints its logic on state priorities
and on an economy vulnerable to reprimarization. Finance capital is also
tied into this logic: its own accumulation process comes to depend on the
expansion of extractive capital, at the same time that it advances this ongoing
development. In a financial sector dominated by institutional investors,
entrusted with managing funds on behalf of others, and by state-sponsored
savings plans, the logic of extractivism effectively mobilizes a broad seg-
ment of society in support of extractive capital accumulation, as pensions
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and savings become dependent on profits generated by the exploitation of
extreme oil (see Pineault 2018).

It is within an era shaped by the political economy of extreme oil that the
Big Five’s accumulation strategies unfold. With this context in mind, let us
now turn to a consideration of the most recent commodity cycle, which began
with a decade-long boom in the fossil fuel industry.

The Commodity Cycle

The second major factor in our analysis of the Big Five’s accumulation strat-
egies is capital expenditure, or capex. A capital expenditure is not an operating
expense but rather an investment in the survival and long-term growth of
a business. Although such expenditures typically involve the acquisition of
tangible assets, they extend to the purchase of intangible assets (such as a
licence or copyright) or to funding research and development. These invest-
ments may aim to strengthen a company’s core business, by augmenting or
improving its existing assets, but they may also represent an entry into new
areas of operation (as when a firm engaged in bitumen extraction expands into
fracking for natural gas). As the most recent commodity cycle moved from
boom to bust to recovery, the Big Five adjusted their accumulation strategies
accordingly, and these shifts are reflected in their capex.

From Boom to Bust

Early in 2004, oil prices, which had hovered around USs30 per barrel for
many years, began a steady climb, with the price of a barrel of WTI reaching
record highs of more than USs130 in June and July 2008. The boom lasted
almost unbroken until the autumn of 2014, and as it progressed, the aggregate
productive capacity of the Big Five surged. In 2005, the Big Five’s cumulative
capacity for the production of bitumen was 1 million bbl/d; by 2009, it stood
at about 1.5 million bbl/d, and, by 2015, it had risen to 2.5 million bbl/d."
As table 1.5 illustrates, this expansion of the extractive capacity of the oil
sands was spurred by substantial capital expenditures. Our analysis begins
in 2009 because that was year in which Cenovus came to exist, when the
Encana Corporation split into an oil company (Cenovus) and a natural gas
company (Encana).
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Table 1.5. The Big Five’s capital expenditures, 2009-17 (in millions $)

2009 2010 2011 2012 2013 2014 2015 2016 2017 Total

Suncor 4246 583 685 6959 6777 6961 6,667 6582 6551 57,426
CNRL 2,985 533 6201 6104 7,067 11,398 4,468 3,797 4,608 52,053
Imperial 2285 3856 3919 5478 6297 5290 2,994 1,073 993 32,185
Husky 2,762 3,852 4800 4,701 5028 5023 3,005 1705 2220 33,096

Cenovus 1,984 2,208 2,792 3,449 3,269 3,058 1,714 1,034 1,670 21,178

Annual 14,262 21,084 24,562 26,691 28,438 31,730 18,848 14,191 16,132 195,938
total

Source: Data from Morningstar, Inc. Figures are in nominal dollars.

Over the period from 2009 to 2014, the aggregate capex of the Big Five
totalled nearly $146.8 billion, the figure rising to a whopping $195.9 billion by
2017. Suncor and CNRL are the largest producers of bitumen among the Big
Five (see table 1.1), and, unsurprisingly, they consistently outspent the others
during the period from 2009 to 2017. Newcomer Cenovus had the lowest
capex of the five firms, spending roughly $11 billion less over these nine years
than the firm with the second-lowest capex, Imperial Oil.

Over the same period, the Big Five paid substantial dividends to their
shareholders, as table 1.6 shows. In the aggregate, the Big Five disbursed $31.76
billion in dividends over the nine years, with one-third of this total coming
from Suncor. Suncor’s annual dividend total increased substantially every
year, even during the downturn. The firm’s consistently large capex through-
out this period clearly paid off for shareholders. Similarly, CNRLs substantial
capex over the nine years resulted in dividend payments in 2017 that were
more than 500 percent higher than those in 2009. The firm’s dividends grew
for the first seven of the nine years and then lost about 40 percent of their
value in 2016, before bouncing back in 2017 to match the 2015 total.

Imperial had the smallest nine-year total, although the company’s dividend
payments rose each year. For a corporation its size, Husky paid out relatively
high dividends until 2016 and 2017, when its dividend payments almost dried
up completely—although Husky still had the second-highest nine-year total
of the Big Five. Cenovus’s annual dividend payments increased steadily over
the first six years but declined significantly in 2015 and then dropped off quite
sharply in 2016. The company’s dividend payments bounced back a bit in 2017,
but the total was still less than half of what it was in 201s.
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Table 1.6. The Big Five’s dividends paid to shareholders, 2009-17 (in millions $)

2009 2010 2011 2012 2013 2014 2015 2016 2017 Total

Suncor 401 611 664 756 1,095 1,490 1,648 1,877 2124 10,666
CNRL 225 302 378 444 523 955 1,251 758 1,252 6,088
Imperial 31356 373 398 407 441 449 492 5% 3,781
Husky 1,020 1,020 495 574 1184 1182 1,203 27 34 6,739
Cenovus 158 601 603 665 732 805 528 166 225 4,483
Annual 2,45 2,890 2,513 2,837 3941 4,873 5079 3320 4,159 31,757
total

Source: Data from Morningstar, Inc. Figures are in nominal dollars.

In short, during the years of the boom, the Big Five flourished financially
and were able to focus on expanding their oil sands operations. The growth
in production was facilitated in part by the development of so-called in situ
methods of extraction that use thermal technologies, such as steam-assisted
gravity drainage (SAGD), to extract bitumen from deeply buried deposits.
As the consistent growth in their capex indicates, the Big Five all made sig-
nificant investments in fixed assets during this period, through which they
could in turn further their capital accumulation—at least as long as oil prices
remained high.

The Immediate Impact of the Downturn

In the autumn of 2014, the price of oil fell by nearly half, with the price of
WTI dropping from over USs100 a barrel in August to under US$60 by the
end of the year, and the aggregate capex of the Big Five quickly followed suit.
Between 2014 and 2015, expenditures dropped by about 40 percent and then
decreased a further 25 percent in 2016, before recovering slightly in 2017. The
one exception to this trend was Suncor, whose capex fell only slightly (see
table 1.5). All the same, the Big Five’s total capex in 2017 was only 50.8 percent
of what it was at the spending peak in 2014.

The abrupt downturn in the oil industry had a devastating impact on
employment: 2015 was the worst year for job losses in Alberta since the 1982
recession—a year in which a staggering 45,000 jobs were lost in the province.
While the loss of 19,600 jobs in 2015 might seem comparatively modest, the
total exceeded the 17,000 jobs lost in Alberta as a result of the 2009 global
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financial crisis (Parkinson 2016). Overall, employment in Alberta’s mining,
quarrying, and oil and gas extraction sector declined precipitously, with the
number of salaried employees falling by 18.7 percent, from 85,487 in 2014
to 69,516 in 2015. The number of salaried employees working in supporting
activities dropped by 38.1 percent, from 34,277 in 2014 to 21,225 in 2015.”

At the same time, there was a slight rise in the number of employees paid
by the hour. In mining and oil and gas extraction, numbers increased by 4.6
percent, from 42,730 in 2014 to 44,678 in 2015, and, in support industries,
by 2.6 percent, from 33,014 in 2014 to 33,875 in 2015.” These increases were,
however, offset by a steady decline in wages. In the mining, quarrying, and oil
and gas extraction sector, the average hourly earnings (including overtime)
for employees paid by the hour dropped by 6.5 percent, from $43.42 in 2014
to $40.61 in 2016. Workers in support industries suffered an even larger cut,
with the average wage falling by 10.8 percent, from $42.54 in 2014 to $37.95 in
2016. Across Canada, spending on support activities for mining and oil and
gas extraction decreased by 38.4 percent from 2014 to 2016, and most of these
cuts were in Alberta.™

The Big Five reacted to the downturn in somewhat different ways, although
all five companies cut costs. In January 2015, Suncor delayed a planned expan-
sion of its MacKay River project (an in situ mining operation) owing to the
decline in prices, and, over the course of the year, the company laid off 12
percent of its workforce (roughly 1,700 employees). It also began using auto-
mated trucks at some of its oil sands mines, a technology that could eventually
replace some eight hundred drivers. At the same time, as table 1.5 shows,
Suncor largely maintained its capex during the bust. The company considered
the downturn an opportunity and made several significant investments. As
part of a larger strategy to focus on its core assets (including its Petro-Canada
stations), Suncor sold its 50 percent share of Pioneer Energy, another gaso-
line retailer, in September 2014. Then, in July 2015, the company traded two
of its six wind farms to TransAlta in exchange for TransAltas stake in the
Poplar Creek co-generation facility (which provides steam and electricity for
oil sands production). Under the terms of the agreement, Suncor will gain
full ownership of the Poplar Creek facility in 2030.

Suncor made its biggest move in 2016, however, when it became the major-
ity shareholder in Syncrude, in which the company already held a 12 percent
share. In February, in a deal worth a total of $6.6 billion, Suncor purchased
Canadian Oil Sands Limited, the owner of a 37 percent share in Syncrude
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stock. Then, in April, Suncor acquired an additional 5 percent share from
Murphy Oil, giving Suncor 54 percent ownership of Syncrude. (Suncor went
on, early in 2018, to acquire another 5 percent of Syncrude by a purchase of
shares from Mocal Energy.) In a second substantial move, made in Septem-
ber 2016, Suncor—one of two principal partners in the Fort Hills Oil Sands
Project—acquired an additional 10 percent from the projects other major
partner, Total E&P Canada, a subsidiary of Paris-based Total SA. Although
Total retained roughly a 29 percent share, this purchase gave Suncor nearly a
51 percent share, making it the majority owner of Fort Hills as well.

Unlike Suncor, CNRL substantially reduced capex during the bust (see
table 1.5), in addition to cutting $2.4 billion (about 28 percent) from its 2015
budget. As a result, CNRL substantially delayed a planned expansion of its
Kirby North Oil Sands Project. The company laid off 5.1 percent of its “perma-
nent” employees in 2015 and 2016, as well as imposing a hiring freeze. It also
cut senior managers’ salaries by 10 percent and reduced the pay of other
salaried employees, although it chose not to cut the hourly wages of oilfield
workers. Like Suncor, however, CNRL saw the downturn as an opportun-
ity, in this case to diversify its assets. In February 2014, CNRL had acquired
liquids-rich natural gas assets from Devon Energy, along with six natural gas
processing plants and related infrastructure. Between 2014 and 2016, CNRL
further acquired about twelve thousand natural gas wells, positioning the
company as Canada’s largest natural gas producer, above Encana. In addition,
CNRL continued with the expansion of its Horizon Oil Sands Project, with
Phase 2B completed in 2016 and Phase 3 in construction.

Imperial Oil slashed its capex in 2015 by more than 40 percent, and in
2017 its total expenditures were more than 8o percent lower than in 2014 (see
table 1.5). In March 2014, Imperial—then in the process of expanding two
existing oil sands projects and seeking regulatory approval for a third—sold
several of its conventional oil assets to Whitecap Resources for $855 million.
During the bust, however, the company delayed the development of Phases 3
and 4 of the Kear] Oil Sands Project and, in 2016, sold 497 Esso-branded gas
stations to five fuel distributors for $2.8 billion. In the face of ongoing debates
about the future of various pipeline proposals, Imperial opted to develop rail
infrastructure. Its Edmonton rail terminal began operating in mid-2015, with
the capacity to ship up to 210,000 barrels per day.

Husky’s reaction to the oil price decline was likewise to cut its capex by 40
percent, from $5 billion in 2014 to $3 billion in 2015 (see table 1.5), while also
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reducing administrative expenses by 41 percent, from $156 million in 2014 to
$92 million in 2015. Over the course of 2015, Husky also cut 22 percent of its
workforce, eliminating about 1,400 jobs. The same year also saw two existing
projects come to fruition. In March 2015, Husky’s Sunrise Energy Project,
located northeast of Fort McMurray, began bitumen production, and, in May,
a heavy oil plant at Rush Lake, Saskatchewan, likewise became operational.
Husky’s planned development of its heavy oil assets in western Saskatch-
ewan continued into 2016. At the start of March, its Edam East plant—a
thermal facility located about 115 kilometres east of Lloydminster, Alberta—
was brought online, soon followed by two more thermal plants in the same
area, the Vawn facility (in May) and the Edam West plant (in June). The
company soon suffered a setback, however, when, on July 20, approximately
225,000 litres of heavy oil leaked out of a Husky pipeline near Maidstone,
Saskatchewan, not far southeast of Lloydminster—much of it ending up in
the North Saskatchewan River, where it polluted the drinking water supply
of 70,000 people. Quite apart from the damage done to its reputation, Husky
was obliged to undertake a clean-up operation and was eventually fined $3.8
million in connection with the spill.

Cenovus reacted to the downturn largely by cost reductions, slashing its
capex by about two-thirds in 2015 and 2016 (see table 1.5). In particular, the
firm scaled back spending on oil sands projects: it suspended a pilot project at
its Grand Rapids facility, put the Christina Lake Phase G expansion on hold,
and deferred development at the Telephone Lake project. It also laid off 25
percent of its workforce in 2014 and 2015, as well as cutting costs through a
salary freeze and reductions to discretionary spending. All the same, in Janu-
ary 2016, Cenovus and Suncor announced a $100-million investment—s$50
million from each over ten years—directed to Vancouver-based Evok Innov-
ations to accelerate the development of “clean” technologies that reduce the
environmental costs of oil sands production, including carbon emissions,
water consumption and pollution, and the disposal of toxic waste in the form
of tailings.

Restructuring and Consolidation

The 2014 downturn was precipitated by a glut in global oil markets, which
proved to be prolonged, extending throughout 2015, 2016, and most of 2017.
The resulting depression of oil prices altered the investment environment and
drove a restructuring of the Alberta oil sands industry. This restructuring
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saw several global oil giants sell their oil sands assets, with the Big Five sub-
sequently acquiring much of this productive capacity. In May 2015, Total SA,
headquartered in France, indefinitely suspended development of the Joslyn
North oil sands mine, an $11-billion project in which it partnered with Suncor,
in addition to selling 10 percent of its stake in the Fort Hills Oil Sands Project
(the share that Suncor acquired). In late 2016, Norway’s Statoil decided to exit
the oil sands altogether, selling its assets to the Athabasca Oil Corporation.
Early in 2017, Netherlands-based Royal Dutch Shell sold most of its Alberta
assets to CNRL (with Shell then acquiring a 9 percent share in CNRL), while
the US-based ConocoPhillips sold most of its Canadian assets to Cenovus
(with ConocoPhillips then becoming Cenovus’s largest single shareholder,
with a 25 percent stake in ownership).

During the downturn, banks and other investors in the United States
seized on the decline in Canadian stock prices to buy up shares in both Suncor
and CNRL (Hulshof at al. 2017). At the same time, the exodus of global oil
giants from direct involvement in the Alberta oil sands (apart from retaining
certain stock holdings) coincided with a continuing shift in the North Amer-
ican investment market toward shale oil basins in the United States, another
unconventional source of hydrocarbons. In 2016, for example, ExxonMobil,
the parent company of Imperial Oil, wrote off 3.5 billion barrels of its oil sands
reserves in its annual accounting. Then, in January 2017, the firm announced
USs5.6 billion in spending to double its shale oil reserves in the Permian Basin
in Texas, thereby adding 3.3 billion barrels to its production capacity. Perhaps
ironically, the sudden upsurge in shale oil production and hence in the global
oil supply was one of the factors centrally responsible for the decline in oil
prices that threatened the financial viability of bitumen production.

Royal Dutch Shell made two major transactions on the heels of the moves
by ExxonMobil, one of Shell’s main competitors. In February 2017, Shell pur-
chased the British oil and gas corporation BG Group for £36 billion (roughly
USss3 billion) in a move to strengthen its presence in liquefied natural gas
(LNG) production and consolidate its portfolio of offshore deepwater wells.
In order to reduce its debt, Shell then made its second major transaction—the
sale of its oil sands assets to CNRL. Shell’s global strategy bets on LNG and
deepwater wells, so it was logical for the firm to divest from the oil sands.
Before the sale to CNRL, oil sands holdings represented nearly 43 percent
of Shell’s global portfolio of proved oil reserves. So the decision to divest
amounted to a major shift in Shell’s strategy.
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Back in Alberta, during the prolonged period in which oil prices remained
below $60 per barrel, developing new extractive facilities in the oil sands was
not economically feasible, although running existing facilities was, as long
as firms controlled production costs. This is precisely the strategy that the
Big Five adopted. CNRL led the oil sands industry in cost-cutting efforts,
reducing its production costs to the low twenty dollars per barrel. Other oil
sands majors—including Syncrude (in which Suncor now owns a majority
stake)—also reduced their costs, to somewhere between the mid-twenty to
low thirty dollars per barrel. The cost reductions came through improvements
to technology and the squeezing down of labour costs. As oil prices gradually
climbed back up, hovering in the range of $60 to $70 per barrel throughout
most of 2018, oil sands majors saw their existing facilities become increasingly
profitable assets, generating stable and predictable returns.

In the years immediately following the downturn, the Big Five were all
very vocal about what this phase of consolidation meant for the future of the
industry. All five downplayed the possibility of any large-scale expansion of
productive capacity through new investments in mining or in situ facilities
in the near term. There would be an expansion of production, but this would
largely be achieved through an increase in the efficiency of current facili-
ties and through realizing the benefits of past investments. The shift from a
booming, high-investment, high-growth, high-innovation environment of
intensive capital accumulation to a more gradual pattern of accumulation
characterized by cost cutting has indeed proved to be permanent (see Hussey
2020). Even before the price war that began in March 2020 precipitated a new
crisis, it was clear that many of the jobs lost during the previous downturn
would never return.

Conclusion: The Big Five and the Future of Extreme Oil in
Alberta

Extreme oil can be defined as hydrocarbons that should have remained in
the ground but were driven into the world economy by the capitalist pres-
sure to extract. During the decade-long boom phase of the commodity cycle
that began in 2004, unconventional sources of hydrocarbons, including oil
sands, were normalized, and northern Alberta became home to the world’s
third-largest reserve of oil. In the years from 2008 to 2014, as the price of a
barrel of WTI peaked at more than USs130 in the summer of 2008, falling
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briefly during the global recession only to rise again to over USs100 early
in 2012, authorities ranging from state regulators to energy-sector agencies
and auditors changed the valuation of oil sands reserves from the status of
risky and marginal assets to that of standard exploitable assets. Crucially, as
the commodity cycle moved from boom to bust and prices dropped to lows
of under USs4o0 a barrel early in 2015, this process of normalization was not
reversed. And when prices slowly began to recover late in 2017, bitumen had
survived as an accepted form of crude oil, and the Alberta oil sands had
retained their symbolic promise of abundance and future prosperity.

During this process of normalization, an oligopolistic bloc of seven large
firms—the Big Five producers plus two pipeline corporations, Enbridge and
TransCanada (now TC Energy)—gradually extended their control over the
flow that transforms deposits of bitumen into barrels of heavy crude that will
eventually become burnable oil. As figure 1.1 illustrates, the capacity to extract
bitumen has exploded over the past decade, through massive investments in
fixed capital and in research that led to the refinement of in situ extractive
technologies, with the pace of this buildup slowing only after 2014. Not only
did the Big Five expand their extractive capacity exponentially, but they also
consolidated their control over the potential flow of bitumen, marginalizing
other corporations in the process.
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Figure 1.1. Growth in the bitumen output of the Big Five
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If the potential output controlled by the Big Five forms the basis of their
oligopolistic power over the resource and its capitalist development, the con-
crete flow of bitumen generates the income that realizes the value locked in the
oil sands. Over the commodity cycle, as the boom turned to bust, the Big Five
were able to maintain their gross profit, out of which they could continue to
repay debt, cover their overhead, and pay out dividends. They did this chiefly
by cutting direct production costs. In the case of Suncor, for example, direct
costs consumed an average of 54 percent of gross revenue in the years from
2008 to 2015 but fell to 37 percent in 2016 and 2017.

As we have argued, gross profit is the key to accumulation strategies: it is
what corporations use to finance past, current, and future investments in fixed
capital. Gross profit also provides the economic means by which the Big Five
can deploy and reproduce their hegemonic power over the market, the state,
and society. The accumulation strategies we have surveyed evolved in reaction
to the phases of the commodity cycle. The boom period is characterized by
an escalation of extractive capacity, coupled with the development of new,
more technologically sophisticated, in situ methods of extraction. The bust
and restructuring phases are marked by a wave of concentration of control
over the resource base itself and over fixed extractive capital, as well as by the
consolidation of ownership and the protection of stock value through share
buybacks.

It is this flexibility with regard to accumulation strategies that sustains
the hegemonic power of the oil sands industry within the Canadian capital-
ist landscape. As long as the bitumen flows, it will generate the gross profit
that forms the material base of this hegemony. In May 2015, the Alberta New
Democratic Party (NDP) came to power with several objectives, including
general commitments to improve the province’s climate policies and to review
royalty rates for various fossil fuels. However, the boom was already becom-
ing a bust before the 2015 election. In this context, and because of stiffening
competition from shale oil producers in the United States, the NDP’s royalty
review resulted in the reduction of some rates. Now, with the United Con-
servative Party firmly ensconced in power, it seems very unlikely that the
generous royalty and tax regime that has existed in Alberta since the late 1990s
will change significantly in the foreseeable future.

With the Big Five gradually increasing production while squeezing costs
and slowing down investment, a significant chunk of Alberta’s (and Canada’s)
carbon budget is currently reserved for a slow-growing, environmentally
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destructive sector with weak fiscal, investment, employment, and innova-
tion benefits. To thrive in the long term, the Big Five, along with the two
pipeline companies, will require fiscal, energy, and climate policies that suit
their needs. To put it bluntly, their survival rests on their ability to capture
and control these policies at both the provincial and federal levels, and that
ability rests on a sustained deployment of corporate power.

Ata time when other jurisdictions are taking steps to transition away from
fossil fuels, Canada’s current policy trajectory would strengthen the country’s
ties to oil and gas production over the next three decades. If the oligopolistic
bloc that controls fossil fuel production is able to continue steering provincial
and federal fiscal, energy, and climate policies, then Canada will not be able
to live up to its Paris Agreement obligations, and its professed commitment
to the future will be shown to be hollow.

Notes

1. West Texas Intermediate is a crude oil that is used as a benchmark in oil pricing,
particularly in North America. In August 2014, WTI was selling at an average
price (in US dollars) of $103.54 a barrel; by December, the price was down to
$57.24 a barrel—a drop of about 45 percent. During the more recent crash, in
the spring of 2020, the price of WTI fell as low as $11.57 a barrel (on April 21),
according to https://oilprice.com/oil-price-charts/ (accessed September 2, 2020),
before recovering to roughly $42 a barrel by the end of the summer.

2. The two corporations that dominate the pipeline industry in Canada are TC
Energy (formerly TransCanada Corporation) and Enbridge. A third company,
US-based Kinder Morgan, sold most of its Canadian assets to the Government
of Canada in 2018, including the existing Trans Mountain Pipeline (in operation
since 1953).

3. On January 4, 2021, Cenovus’s takeover of Husky became finalized, reducing the
Big Five to four.

4. Figures calculated on the basis of data provided in Table 33-10-0025-01
(formerly CANSIM 551-0001), “Businesses by Industry and Employment,
December 2011, Statistics Canada, https://wwwiso.statcan.gc.ca/t1/tbli/en/tv.
action?pid=3310002501&pickMembers%;5Bo%5D=3.1. The following industry
classifications were used in the analysis: “Conventional oil and gas extraction,”
“Non-conventional oil extraction,” “Oil and gas contract drilling,” and “Services
to oil and gas extraction.”

5. Inits raw state, bitumen is a thick, tarlike substance that must be partially

processed in order to meet pipeline specifications. In some cases, bitumen can
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10.

11.

12.

13.
14.

be diluted with lighter hydrocarbons to produce a heavy “sour” crude oil (that
is, one with a relatively high sulphur content) and then sold directly to high-
conversion refineries, which are able to convert it into petroleum products
such as gasoline or lubricants. In other cases, however, bitumen must be
further upgraded into relatively sweet synthetic crudes before it can be sold to
refineries. (Crude oil is considered “sweet” if its sulphur content is less than o.5
percent.)

National Energy Board, “2017 Estimated Production of Canadian Crude Oil
and Equivalent (b/d),” table now archived by the Canada Energy Regulator,
available at https://www.cer-rec.gc.ca/nrg/sttstc/crdIndptrlmprdct/stt/archive/
stmtdprdctnrchv-eng.html.

Calculated from Excel data underlying JWN Energy’s Oilweek 2018 Top 100:

An Uneven Recovery report (prepared by KPMG), June 2018. In addition, with
a collective capacity for bitumen upgrading of 1.23 million bbl/d, the Big Five
controlled almost 96 percent of the total capacity for upgrading.

Conventional “dry” natural gas is basically methane (although it does contain
certain impurities that need to be removed). Natural gas is called “wet” when,
in addition to methane, it contains NGLs, or natural gas liquids—that is,
hydrocarbons such as butane, propane, and ethane. While these additional
ingredients have their own uses, they lower the methane content of the

gas. Note also that, properly speaking, “unconventional” refers not to the
hydrocarbons themselves but to the context and location in which they occur
and, by extension, the methods required for their extraction.

Here and below, financial data were obtained through Morningstar, Inc.
Depreciation and amortization are not expenses per se but are rather accounting
manoeuvres that serve to spread costs out over a number of years (rather than
assigning these costs only to the year in which a purchase was made). Doing so
serves to free up a proportion of gross profit each year for other uses, while also
allowing for ongoing annual reductions in taxable income.

Calculated from Excel data underlying JWN Energy’s Oilweek 2018 Top 100
report.

Table 14-10-0202-01 (formerly CANSIM 281-0024), “Employment by

Industry, Annual,” Statistics Canada, https://wwwi1so.statcan.gc.ca/t1/tbli/en/
tv.action?pid=1410020201.

Ibid.

Table 14-10-0206-01 (formerly CANSIM 281-0030), “Average Hourly Earnings
for Employees Paid by the Hour, by Industry, Annual,” Statistics Canada, https://

WWW150.statcan.gc.ca/t1/tbli/en/tv.action?pid=1410020601.
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2 Lines of Work, Corridors of Power

Extraction, Obstruction, and
Counter-obstruction Along Fossil Fuel
Production Networks

James Lawson

Bring in the workers and bring up the rails

We're gonna lay down the tracks and tear up the trails
Open her heart, let the life blood flow

Gotta get on our way, cause were moving too slow.

Gordon Lightfoot, “Canadian Railroad Trilogy”

The above lines come from a venerable contribution to English-Canadian
national mythology, a song commissioned by the CBC to celebrate the coun-
try’s centennial. Aired in a CBC Radio broadcast on January 1, 1967, Lightfoot’s
ballad drew on an already well-established theme in Canadian historiography:
the central role of mercantile and railway interests in the westward expansion
of the Canadian nation following Confederation (Creighton 1956; Naylor
1972).

In these lines, Lightfoot metaphorically links the settlement of the land
(and the ability to speed across it) to the flow of blood and, by extension, to
blood sacrifice. But the song goes on to invoke a second image of flow, which
falls at a triumphant climax in the music just before the closing refrain: “We
have opened up the soil / with our teardrops and our toil” Here, Lightfoot
speaks of the hard labour of navvies required for this victory over the land,
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a flow of sweat and tears that presumably justifies the sacrifice. While all
but erasing the Indigenous presence, Lightfoot’s song nonetheless offers two
provocative proposals: that violence is central to settler relations with the land
and that resource extraction and transport express that violence.

Metaphors of flow also proliferate in the rhetoric of resource politics, nota-
bly in images of the obstruction and release of flows. The present volume, for
example, highlights flow obstructions: corporate power obstructs the flow of
democracy and, by locking investments of fixed capital into fossil fuel pro-
jects, also blocks the flow of funds into green-energy infrastructure. Yet, for
the western Canadian fossil fuel industry and its allies, those same projects
release massive positive flows of profit and jobs. For them, protest and regu-
lation merely obstruct flows of profit from existing and potential investments
in fossil fuels (see Workman and McCormack 2015, 32).

At the same time, the obstruction of flow can be understood in more
generative terms. In This Changes Everything, for example, Naomi Klein
offers her vision of “Blockadia”—a global archipelago of resistance against the
fossil fuel industry that includes many “resource hot spots” in Canada (2014,
298). In Canada, many of Blockadia’s more radical denizens are Indigen-
ous peoples fighting to retain sovereignty over their traditional lands and to
restore relations of reciprocity and stewardship. In the face of an icy-hearted
world-gone-windigo, Indigenous activists obstruct its arterial corridors—
pipelines, rails, and roads. But stilling this monster’s heart is also a generative
act: it makes a greener, more democratic and communitarian world possible.
Similar arguments have been made about the potential of Indigenous block-
ades and occupations to generate a sense of solidarity and political energy
in ongoing struggles for Indigenous sovereignty (Belanger and Lackenbauer
2014; Napoleon 2010).

This chapter explores material flows in relationship to power and violence
in resource extraction. Beyond the product-in-transformation, the flows at
stake include the resources and energy needed for extraction and transporta-
tion, the labour force, the wastes released, and materially embodied networks
of communication. Flows run to and from nodes of production via transpor-
tation and communication infrastructure. These flows do more than supply
and relieve individual nodes: they link any one node to others, as well as to the
chain’s or network’s surroundings, and therefore form part of the architecture
that binds together the chain or network itself. As this chapter will argue, the
geography of contestation depends on this underlying geography of flow.
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This proposal stands on solid precedents in macroeconomics and in the
sociology of work. Interest in the materiality of flow and in diagnosing the
macroeconomic consequences of flow imbalances can be traced back at least
to the physiocratic model of circulation presented in Fran¢ois Quesnay’s Tab-
leau économique, first published in 1758. Quesnay wrote from the assumption
that, in material terms, agriculture rather than labour was the source of all
wealth, a claim that both reflected the low-growth dynamic of the manufac-
ture of his age and appeared to justify the wealth of the landed aristocracy.
Here, the highlight is his interest in tracing the circulation of wealth—an
interest that influenced many others. It was an interest that led him to call
for laisser-faire—the free movement of goods and wealth—a call that drew
attention to the manifold flow obstructions.

Flows of physical materials and goods arguably require more attention to
physical and geographic conditions. In volume 2 of Capital, Marx’s attention
to the materiality of capital flows is particularly evident in his account, in
chapter 8, of fixed capital as distinct from circulating capital. It is also evi-
dent in his reflections on the application of his reproduction schemas in the
context of “social production”—a future collective economy without mar-
kets—and not merely in capitalist production (see Marx [1978] 1992, 434, 470).
Although the practicalities of transport are largely absent from his analysis,
Wassily Leontief’s input-output modelling—extensions of Marx’s reproduc-
tion schemas—emphasize the problems of balance and imbalance in relation
to material flows (see, especially, Leontief 1936, 1937; see also Harvey 2013,
320-21).

Some macroeconomic theorists, notably John Maynard Keynes (1936)
and Michal Kalecki (1939), have focused instead on flows of income and
capital, particularly in the context of national economies. While still depend-
ent on material infrastructure, such flows are relatively abstract, and their
movements are largely independent of spatial constraints.’ Especially in the
decades since the publication of Nicholas Georgescu-Roegen’s The Entropy
Law and the Economic Process (1971), however, other analysts have con-
tinued to focus on flows of physical materials, stressing the need to achieve
balance and proportionality among such flows, particularly in the face of
the depletion of natural resources (see, for example, Daly and Cobb 1989;
Brown 2001). The macroeconomic consequences of material imbalances in
relation to resource requirements and industrial waste form a core theme in
Marina Fischer-Kowalski’s materials flow analyses (Fischer-Kowalski 1998;
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Fischer-Kowalski and Hiittler 1998), as well as in late Soviet centralized eco-
nomic planning.

It is only with yet other authors, however, that we see sustained attention to
the fixed geographies associated with the transportation of specific materials
and with the coordination of material flows. Some of these analysts work in
the Canadian staples tradition (for example, Drache 1996; Watkins 2006),
while others focus on the logistics of supply-chain management (for example,
Bonacich and Wilson 2008; Trace 2001). These approaches attend to the prac-
tical orchestration of material flows, especially in relation to transportation
and communication infrastructure, which in turn directs attention to the
implications should this orchestration fail and disruptions of flow occur. Some
of the more radical logistics literature (see Cowen 2010; Alimahomed-Wilson
and Ness 2018) explores the political significance of the obstruction of flows
and the political and security issues associated with maintaining “free” flows.

The Trans Mountain Expansion Project

As I write, tropes of flow obstruction and release are proliferating around
“pipeline politics” in western Canada, in connection with the transportation of
both diluted bitumen and liquefied natural gas (LNG). In early February 2020,
protests erupted across the country in response to the RCMP’s heavily armed
clearance of blockades on unceded Wet'suweten territory in north-central
British Columbia so that construction of the Coastal GasLink pipeline could
continue (Canadian Press 2020a)—a sequence of flow-disrupting political
actions that requires separate analysis. Following the 2016 demise of another
highly contested project, Enbridge’s proposed Northern Gateway pipeline,
bitumen politics soon came to centre on the Trans Mountain Expansion pro-
ject. The expansion would roughly triple the quantity of bitumen already
flowing along the existing Trans Mountain pipeline from Edmonton, Alberta,
to a storage and loading terminal in Burnaby, British Columbia. From there,
tankers would take the diluted bitumen past a sensitive, island-studded coast-
line and then out to sea. New but uncertain Asian markets have been the
project’s main advertised objective, although the ongoing role of American
markets may be understated.

Since its initial public announcement, in February 2012, the Trans Moun-
tain project has survived multiple challenges, including abandonment by the
original proponent, US-based Kinder Morgan, and purchase by the Canadian
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government at a cost of about $4.5 billion in 2018. Several First Nations along
both the coast and the project corridor have asserted their rights and inter-
ests against it. Environmental groups with varied agendas on the coast and
along its interior route have targeted the project as a local menace and as a
signal contributor to climate change. Stoutly supported at the outset by the
Conservative federal government of Stephen Harper, the project nonetheless
met with opposition across a broad section of the political spectrum in coastal
British Columbia. Yet, despite public criticism, the project passed review by
the National Energy Board and was approved by Justin Trudeau’s Liberal gov-
ernment in late November 2016 (at the same time that the Northern Gateway
project was scuttled).

But controversy surrounding the project had only begun. First Nations,
both on the coast and along the pipeline corridor, asserted their rights and
interests against the project, at the same time that environmental groups raised
alarms about potential spills and targeted the project as a signal contributor
to climate change. During the provincial election campaign in May 2017, the
BC New Democratic Party (NDP) government, under the leadership of John
Horgan, promised that it would insist on further research and investment in
spill cleanup capacity before allowing the project to proceed. The government
further argued in court—ultimately unsuccessfully—that the province had a
constitutional right to regulate the transport of bitumen within its borders in
the interests of the local environment.>

By the spring of 2018, delays were driving up costs, prompting Kinder
Morgan to announce, in April, that it would withdraw funding for the project
at the end of May unless an agreement could be reached that would allow
construction to proceed. On May 29, 2018, Ottawa announced a buyout to
ensure that the pipeline would be built—“an investment in Canada’s future,’
according to Minister of Finance Bill Morneau, who declined to estimate
what the eventual cost would be to the Canadian public (Harris 2018; see also
Tencer 2018). At the time, Kinder Morgan’s own estimate of the total cost of
construction was $7.4 billion—a cost that, by February 2020, had escalated
to a projected $12.6 billion (Kapelos and Tasker 2020).

In the meanwhile, lawsuits had been filed both by BC First Nations and by
environmental groups in response to the governments November 2016 deci-
sion to approve the project. On August 30, 2018, the Federal Court of Appeal
upheld these challenges, ruling that the federal government’s process of con-
sultation had been inadequate (see Bellrichard 2018) and its environmental
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assessment incomplete. The government was thus obliged to undertake a
supplementary round of consultations as well as to address the environmental
shortcomings. The government complied, and the Trans Mountain project was
subsequently reapproved, in June 2019. A new challenge was then brought,
by a number of the original First Nations applicants, again on the grounds of
inadequate consultation.* On February 4, 2020, however, the Federal Court of
Appeal rejected this new challenge (Canadian Press 2020b), thereby closing
down one avenue of opposition.

The project has, however, enjoyed the support of successive govern-
ments in Alberta. In the spring of 2018, Rachel Notley’s NDP government,
in an ongoing effort to avoid alienating business interests, threatened to cut
oil and gas deliveries to British Columbia unless the latter permitted con-
struction of the pipeline to proceed (Morgan 2018). This threat was backed
by her government’s passage of legislation empowering the province to
place restrictions on its exports—legislation not formally proclaimed until
May 2019, after mid-April provincial elections brought the United Con-
servative Party (UCP) government of Jason Kenney to power. BC holds
Alberta’s law to be unconstitutional (Williams 2019).* Kenney also repealed
the Notley government’s climate legislation (which had previously been
criticized as insufficiently robust) and, in December 2019, established the
UCP’s $30-million Canadian Energy Centre (popularly described as its “war
room”) to counter environmentalist and Indigenous criticism of Alberta’s
fossil fuel industry (Anderson 2019).

Even if the hour may thus be too late for those who would stop the Trans
Mountain Expansion, the struggle is far from over. Major international invest-
ors have for the most part withdrawn their investments in oil sands projects,
while scientific reports continue to stress the need for a radical and rapid
transition away from fossil fuels, as well as Canada’s unacceptably high levels
of per capita carbon emissions. In this arena of struggle, flows and possible
obstructions to flow have a direct bearing not only on contending themes
of profit, protest, and transition but also on the strategies adopted by the
contending parties.

Flow and Infraction

With respect to the flow of bitumen, at least three broad categories of strategy
exist, but only one depends on the industrial geography of production. The first
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is divestment: persuading investors to withdraw funding for bitumen-related
projects, including pipeline construction, and for fossil fuel extraction more
generally (see Rowe, Dempsey, and Gibbs 2016, as well as chapter 17 in this
volume). Debating the moral legitimacy of such projects may engage the
values of specific territorially bound populations, but otherwise this strategy
requires little geographic analysis. For this reason, it is bracketed here.

Another type of strategy concerns conflicts among jurisdictions, as an
extractive chain or network passes through a jurisdiction’s territory and thus
becomes the object of its governance. In Canada, one obvious subtype involves
conflict among legally constituted state jurisdictions. Examples are BC’s two
recent legal challenges (discussed above) regarding jurisdiction over the flow
of bitumen within and across provinces, specifically in relation to the con-
stitutional division of powers. A second subtype involves conflicts between
state jurisdictions and Indigenous authority. In BC, a province in which most
First Nations never negotiated treaties with the Canadian state, jurisdictional
claims flow from the recognition of Aboriginal title.’ Regardless of subtype,
however, legal strategies founded on competing claims to authority over
the space occupied by an extractive chain or network are only tangentially
connected to how the struggle proceeds on the ground. Consequently, such
strategies are also bracketed here.

A third anti-pipeline strategy type, material obstruction, appears to be
growing in its frequency of application. Here, the operations of the extractive
chain or network itself become the terrain of struggle, not merely its rationale
or objective. One such corridor ends at the mouth of the Fraser River, in sub-
urban Vancouver. Although the expansion would alter this part of its route,
the existing Trans Mountain Pipeline corridor crosses parkland and upscale
neighbourhoods on Burnaby Mountain before terminating at a seaside stor-
age facility, where tankers are then loaded. Anti-pipeline protests in this area
began in the late fall of 2017, with protesters and land defenders clustering
around a trailer parked near the entrance to the construction site—the ori-
gins of what came to be called “Camp Cloud” On March 10, 2018, a large
Indigenous-led demonstration that included activists from resource struggles
across North America marked the beginning of an organized direct-action
campaign. That day, protesters and land defenders constructed a traditional
Coast Salish “watch house” near the trailer and lit a sacred fire that would be
kept burning continuously. In defiance of a March court injunction ordering
protesters to stay away from the construction site, the campaign—punctuated
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by arrests and charges of criminal contempt—continued until August, when
the BC Supreme Court issued a second injunction ordering protesters to
dismantle Camp Cloud.

The Tsleil-Waututh Nation, whose lands lie adjacent to the terminus, has
provided important leadership in this campaign, working alongside other
Vancouver-area First Nations. Their efforts have been joined by First Nations
elsewhere along BC’s coastlines and in the interior. Echoing the obstruction
strategy of the long-standing Unistoten Camp in central British Columbia
(see Unistoten Camp 2017), the Tiny House Warrior movement of the Sec-
wepemc Nation, whose lands lie in south-central BC, has undertaken the
construction of a series of small houses intended to prevent the Trans Moun-
tain Pipeline corridor from crossing unceded Secwepemc territory.® First
Nations with analogous stakes have in the past obstructed transportation
corridors such as those associated with the Keystone XL, Enbridge Northern
Gateway, and Energy East pipelines. The resulting networks have generated a
dense environment for mutual support and strategic exchange not only among
First Nations but also between Indigenous communities and non-Indigenous
environmental groups.

Environmental organizations have long appreciated First Nations’ vested
interest in safeguarding the integrity of their traditional lands, as well as their
superior legal leverage, and authority in resource matters. However frustrating
and limited “Aboriginal rights” can be for Indigenous peoples under Canadian
constitutional rulings, this difference in leverage can become important for
interactions between environmental movements and First Nations. Most BC
First Nations retain rights and duties to the land, even under settler consti-
tutional and common law, that settler environmentalists do not have and
that many other First Nations in Canada appear to have ceded in the eyes of
Canadian law.” Freehold tenure is not a constitutional right like Aboriginal
and treaty rights, for example; in many parts of the country, freehold tenure
specifically excludes subsurface resources, while Aboriginal title does not.
Recent settler court decisions have attached growing significance to those
rights, though not without limitation, especially since the 1997 Supreme Court
ruling on Delgamuukw. Supplementary decisions then followed, including the
2004 Haida Nation and Taku River Tlingit cases, as well as the 2014 Tsilhqot’in
case. The Haida case established that both federal and provincial governments
had obligations to consult that could not be delegated to third parties. The
Tsilhqot’in decision included a statement from the courts that rejected the
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doctrine of terra nullius in Canadian law (see para. 69), notwithstanding its
practical application over decades in government policy.

These facts co-exist with extensive and expensive procedural delays and
obstacles, as well as judicial limitations on the practical meaning of Aboriginal
rights. The Taku River Tlingit ruling established a major limitation on the
duty to consult in Canadian law, namely that it did not extend to a duty to
reach agreement. These court decisions have also never questioned Crown
sovereignty claims in relation to Indigenous sovereignty (for example Tsilh-
qot’in 2014, para. 69—70). Moreover, inequalities in real power have privileged
government and industry interests in eliminating these rights through forced
negotiation. These practical limitations have driven some First Nations to
negotiate an end to their Aboriginal title, typically in exchange for money
and benefits compensation and some more conventional land rights. Tensions
have emerged in many communities between Indian Act councils willing to
sign such agreements and traditional leaderships. Still, in tactical terms, the
existence of this jurisprudence can still link the second obstruction strategy
type to the third, particularly prior to the opening of such negotiations.

Some earlier environmental campaigns rested on admirably respectful
relations. But in response to Indigenous objections to notably disrespect-
ful or ill-informed relations, many environmental organizations have had to
make important adjustments in their approach. As the March 10, 2018, Trans
Mountain protest suggests, this situation may be changing (see, for example,
Berman 2018), with environmentalists now often seeking to signal heightened
deference to Indigenous leadership, procedures, and conceptions of justice.
Locally grounded actions, such as blockades, bring people together, both lit-
erally and figuratively, it may be that strategies involving material obstruction
have helped to foster this growing sense of collaboration.

Toward a Strategic Geography of Obstruction

As suggested earlier, resource-extractive operations most closely resemble
chains or networks and, as such, are geographically distinctive. Although they
occupy only very small amounts of land, thereby limiting the area directly
under corporate control, such chains frequently traverse broad expanses of
territory, cutting across national and other jurisdictional boundaries. Their
configuration on the land tends to be relatively linear, consisting of con-
centrated nodes of activity connected by sometimes lengthy transportation
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corridors along which flow people, equipment, and the product itself. For
opponents, this structural linearity invites targeted intervention tactics that
can produce cascading effects both upstream and downstream.

The fact that an intervention could, in theory, occur anywhere along the
chain inevitably raises the question of why strategic actions take place where
they do. Why, for example, did protests against the Trans Mountain pipeline
centre on the Burnaby terminus rather than upstream at Fort McMurray
or somewhere else? Similarly, why were protests against the Petronas LNG
project centred almost exclusively on the proposed terminal at Lelu Island,
not far south of Prince Rupert? After all, protests against clearcutting—such
as the 1990s “War in the Woods” in Clayoquot Sound—typically focused on
the site of extraction, namely, the forests themselves, rather than on sawmills
or lumberyards. So why, in the case of oil and gas, do coastal terminals seem
to be the preferred targets? More generally, what determines the locations
along a given resource-extractive chain that will emerge as sites of protest?

One factor is, of course, the location of those whose livelihoods, lands, and
lifeways are most immediately under threat. The Trans Mountain protests at
Burnaby were, for example, spearheaded by local Coast Salish peoples, while
Lelu Island is the traditional territory of the Gitwilgyoots, a Lax Kw’alaams
tribe, who were joined in their struggle against Petronas by both commercial
and sport fishers.® Similarly, Clayoquot Sound is the traditional home of two
Nuu-chah-nulth bands, as well as a popular tourist and recreation site. In
other words, struggles may simply break out in places where local residents
have reasons for opposition.

Another possible factor is the degree to which the concerns surrounding a
project focus on a particular site. The Petronas project met with little oppos-
ition, for instance, until alarms were raised about the potential environmental
and economic impacts of a LNG terminal specifically at Lelu Island—located,
as itis, in the ecologically sensitive Skeena River estuary so vital to the salmon
fishery. In contrast, logging-road protests typically emphasized the impact of
the logging industry on the forest overall. Similarly, in addition to local con-
cerns, pipeline protests often address issues that extend far beyond the route
of the pipeline itself. Moreover, despite relentless stress on the environmental
degradation wrought at or near sites of bitumen extraction, only limited,
symbolic, and generally non-confrontational actions, such as the former Tar
Sands Healing Walk (Leahy 2014), have taken place at such sites. For the most
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part, then, sites of protest seem only loosely related to the geographic scope
of the concern.

A third possible factor is the influence of precedent. One thinks of iconic
sites of protest such as the logging roads of the 1980s and 1990s or the coal
mine entrances at which striking workers assembled. The possibility that a
“trend-setting” site will emerge surely deserves investigation, yet clearly not
all issues generate such a shared site of protest.

While such factors may shed light on which protest sites become popu-
lar, recent comparisons across chains suggest an additional line of inquiry.
Resource-extractive chains or networks may become vulnerable to interven-
tion at specific points owing to the particularities of the work process. Timothy
Mitchell (2011) compares coal to conventional oil from the standpoint of the
relative effectiveness of coal miners and oil workers in making demands for
reform. Given that miners worked directly at the site of extraction, producing
the coal itself, striking coal miners could easily obstruct coal flows and subse-
quently release them—a power of obstruction, he argues, that placed miners
at the vanguard of organized labour and of democratic struggle. In contrast,
the flow of oil is not so easily interrupted, and the production process is also
more complex. As Mitchell (2011, 144) observes, oil has to be “recovered from
beneath the ground, stored in tanks, processed in treatment plants, pumped
into pipelines, loaded onto tankers and transported across oceans.”

Mitchell also points out that British coal served nearby markets, with the
result that the buyers could press directly for settlements when strikes broke
out. Oil, by contrast, generally has offshore customers (and sometimes foreign
owners as well): threats to extractive flows thus require greater transnational,
transcultural, and translingual coordination. Finally, work processes favoured
organizing by coal miners but not by oil riggers. Room-and-pillar coal mining
required intense worker collaboration underground, where workers were
hidden from managerial oversight. In addition, miners and their families
tended to cluster in homes near the pits, creating intergenerational com-
munities of support. By contrast, conventional oil crews form anew with each
project, with workers often housed in temporary camps, and operate above
ground under eagle-eyed supervisors.

These patterns are, of course, imperfect: not all coal miners struck success-
fully, while some oil and gas workers have (Nore and Turner 1981; Wanderley,
Mokrani, and Guimaraes 2012). But these examples do suggest that certain
flashpoints emerge and prove effective because of the manner in which the
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work process is organized, as well as the capacity of managers and/or the state
to exercise surveillance.

Flow analysis may also suggest why sites that are divorced from the sites
of immediate concern can still prove useful to protesters and land defenders
(as we will see in the discussion of logistics below). The material flows that
allow a geographically dispersed work process to succeed necessarily mediate
power both upstream and downstream; intervention on the part of fossil fuel
opponents can “piggyback” on this existing power (see also Bernstein and
Cashore 2007; Cashore, Auld, and Newsom 2004; Lawson 2009). Much like
coal miners, Indigenous and environmental protesters can focus not only on
sites associated with specific grievances but also on those least vulnerable to
corporate or police surveillance—that is, on sites where protesters enjoy an
organizational advantage.

In sum, a clear understanding of the production process and the relations
of power associated with it is important not merely in connection with cor-
porate concerns, such as the maximization of efficiency or profit (the focus of
much mainstream supply-chain research), or with respect to the implications
for public concerns such as climate change or damage to local ecosystems.
Above all, these processes and power dynamics need to be understood in the
context of the struggle itself, with a view to assessing the strategic potential
of disrupting them. Disruption may involve labour relations or relations with
interests external to the chain or network. As a strategic terrain, each chain or
network thus exhibits a distinctive logic for contention, just as the configura-
tion of a chessboard shapes the playing of the game. The logic underlying the
terrain may determine where conflicts or tensions are apt to arise, and, with
careful analysis, contenders may also be able to identify especially advanta-
geous sites.

Accordingly, in what follows, I focus on analyzing flows of material along
resource chains or networks. Again, these flows require study not merely
because they pose an important environmental policy problem in their own
right. They demand attention because of the potential of their obstruction or
diversion to alter the balance of power in policy debates.

Reading Power Through Chain and Network Literatures

That the technical and economic aspects of material flows, flow obstruction,
and other work relations simultaneously entail power relations is not a new
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claim (see Braverman 1974; Rueschemeyer 1986; Cleaver [1979] 2000). But
it does suggest a principle for selective reading of existing chain or network
research (on which see Bair 2005; Lawson 2009). Each of the following frame-
works emphasizes distinctive features about chains or networks; a limited
subset emphasizes different dimensions of chain or network power.

Terence Hopkins and Immanuel Wallerstein’s (1986) commodity-chain
analysis and the global production network (GPN) literature (Henderson et al.
2002; Hess and Yeung 2006) consider power in labour relations, together with
interfirm exchanges and transfers. Hopkins and Wallerstein relate levels of
extra-economic coercion to the locations of particular nodes in the commod-
ity chain within the capitalist world system. For Jeftrey Henderson, Martin
Hess, and their colleagues, a GPN is a site for (among other things) producing
and transferring economic value. This suggests a specifically Marxist reading
of GPN power, since value in that tradition implies labour exploitation.

Supply-chain management and global commodity chain (GCC) analy-
ses emphasize power as governance, in a specific era of outsourcing and
offshoring, rising interfirm managerial authority, and integrated communi-
cations technologies (Gerefli 1994; Lambert 2001). Initially attuned to the
chain leadership of particular firms at particular nodes (Gerefti 1994), authors
concerned with GCCs later contributed to global value chain (GVC) analysis
(Gerethi, Humphrey, and Sturgeon 2005). This hybrid approach drew spe-
cial attention to the location of monopoly rents (including resource rents) in
explaining interfirm governance relations as well as differentiated experiences
of globalization (see, for example, Kaplinsky 1998).

GPN and GVC analyses both consider two interpenetrating flow types:
material flows for production (labour and material inputs, including energy
sources and catalytic materials); and abstract flows (value and rents) that pass
through the material flows, providing for profitable production and growth.

Like supply-chain management research, logistics research, both business
oriented (Lambert 2001) and critical (Cowen 2010), emphasizes material flow
and its governance. As we have seen, one governance practice, stockpiling,
historically served several purposes. First, rates and rhythms of work varied
between nodes, with conditions at one node creating knock-on effects for its
neighbours. Second, means, rhythms, and rates of transport varied between
nodes and among different flow types. Third, strikes and accidental interrup-
tions at one node necessarily created pressures on efficiency and profitability
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elsewhere. Finally, stockpiles provided convenient sites for public and private
governance, such as quality control, inventory, and taxation.

The logistics revolution of the late twentieth century, including num-
erically controlled monitoring, just-in-time (JIT) systems, and intermodal
containerization, dramatically enhanced profitability (see Lambert 2001;
Bonacich and Wilson 2008, chap. 1). It diminished the practical day-to-day
value of large stockpiles and generally accelerated the passage of goods and
therefore the turnover time. Yet this made flow efficiency and thus profit-
ability all the more vulnerable to unanticipated interruptions. Accordingly,
supply-chain management increasingly required enhanced managerial con-
trol over potentially disruptive forces, such as migrant labour and workers at
border operations (Walia 2010; Cowen 2010).

Implications of Frontier Extraction

Beyond these insights from chain and network literatures, at least three addi-
tional points concern the special circumstances of frontier extractive sites.
First, much chain or network literature either neglects fixed-capital formation
or assumes that such capital already exists. The same applies to management’s
prior need to establish the very possibility of extracting useful materials prof-
itably. But frontier locations often require both kinds of investment before
production can begin or a labour force, with its day-to-day needs, can move
in and take root.

Fossil fuel extraction tends to be relatively capital intensive and high cost
wherever it occurs. This has become all the more true as fossil fuels have
grown scarcer and harder to extract, requiring sophisticated technology, and
as extraction revives in the Global North (Kellogg 2015). Frontier locations
increase this expense. Longer distances and more challenging terrain typically
add to per-unit transportation costs, while distance from population centres
makes it more difficult to attract and maintain a work force. As Andreas
Malm (2016) noted, the historical shift from water-powered rural mills to
coal-powered urban factories occurred partly because densely populated areas
offered independent capitalist producers an abundant supply of workers in
need of employment.

The expense associated with frontier extraction also has certain implica-
tions with respect to the exercise of state power. The sheer size of the capital
investments needed to set up extractive operations in remote locations tends
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to privilege large, multinational corporations and to encourage monopoly or
oligopoly ownership. This situation may then require state intervention in the
form of oversight and regulation. At the same time, increased expenses on the
frontier, including above-average wage rates to address the high cost of living,
may also stimulate state subsidy or other forms of publicly funded support.®

Consideration of cost notwithstanding, waves of extractive capital
accumulation, at least on northern resource frontiers, typically display three
distinct stages:

1. Technological innovations, geological surveys, and engineering
research: these initial activities demonstrate that, with the right
combination of technology and technique, hard-to-reach resour-
ces can in fact be profitably exploited.

2. Investments of fixed capital in the construction of infrastructure
needed for specific nodes of production and social reproduction
along the chain or for the transportation and communication
corridors that connect nodes.

3. Routine extraction, processing, and transport of the resource.

Several observations can be made about these stages. First, temporal gaps
between the stages can open possibilities for disruption. For instance, although
extractive operations often use the same transportation network (such as a
river system or railway) both to bring equipment, labour, and supplies to
the extraction site and to bring out the resulting product (such as timber or
wheat) this was not the case for Alberta bitumen. There, the outbound product
(created at stage 3) was to be shipped through pipelines, rather than along the
same highway used for inbound capital equipment and workers—and, since
there was no immediate need for the pipelines, their construction (stage 2) was
planned for later. With so much capital already tied up in the infrastructure
built at the extraction sites, however, companies became vulnerable to tac-
tics aimed at further delaying pipeline construction. Opponents found this
to be an effective means of disruption: the delay prevented companies from
bringing their product to market, while, in the meanwhile, costs of materials
and labour continued to rise.

In addition, time lags at one node can delay (or accelerate) the realization
of fixed-capital investments already complete at other nodes. Eric Pineault
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and David Murray (2016) draw special attention to such asymmetric time
lags in fixed-capital investments for the Energy East bitumen pipeline pro-
posal. Extractive and upgrading nodes were built up first. Pressure then rose
to complete the remaining capital investments, chiefly relating to pipeline
capacity, to ensure the profitability of extractive and upgrading investments
already complete or underway. This only encouraged industry opponents to
delay the pipelines.

A second point about stage differentiation concerns the integration of
chain or network governance. Briefly, chains vary both in the degree of inte-
gration of the stages (and their component elements) into single business
plans and in the number of firms involved in any such plans. Breaking up
responsibility for planning the different stages may impair chain coherence,
but it also may have its uses. Bankruptcy sales or sales at a loss may lessen the
burden on firms operating at later stages to realize the full value that others
built up in early stages. For now, however, the central strategic point is that
both time lags and divisions in leadership across the stages do emerge and
have real consequences.

A final point concerns the impact of frontier extractive sites on the spatial
configuration of a resource chain or network. The earliest GPN literature
rightly argued that the complexity of much contemporary production suggests
a “network” rather than a “chain” (Henderson et al. 2002). But, in contrast
to the nodes in urban manufacturing networks, frontier extractive sites are
spatially distant from other nodes, and the often lengthy connecting corridors
between them tend to privilege a certain linearity. As a result, the overall pat-
tern of the infrastructure on the landscape more closely resembles a chain than
a network. Moreover, because constructing transportation and communica-
tion corridors over long distances and/or rugged terrain is expensive and can
be technically difficult, these corridors tend to be relatively few in number
(although they may multiply if the resource is extensive and/or extraction
prolonged or if multiple destinations become important to profitability).

Flow Imbalance as a Generator and Object of Power
Relations

What, then, can be said about flow obstruction and release as expressions of
power in fossil fuel extractive chains? This section zeroes in on underlying
imperatives to establish and maintain proportionality among related material
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flows over a period of time, if capitalist production is to be sustained profitably.
Here, proportionality refers to a set ratio between different material inputs
relative to a given quantity of output. A variation in the quantity of output
generally requires a proportional change in the quantity of all the inputs, not
merely a change in the quantity of some of them. In a linked series or chain of
production processes, balance refers to the changes required elsewhere along
the chain when such a variation occurs at one point or node in the chain.

In capitalist production, flow proportionality depends on the specific
materials and labour that particular production steps require of one another,
as well as on the value and rents that those materials bear. One imperative
that drives proportionality is based on simple chemistry and physics, as these
operate under given technological and organizational conditions. Producing a
given volume and type of concrete, for example, will require the combination
of specific quantities of lime, gravel, and other materials, and in a specific
number of cement mixers of a certain size. A second imperative that becomes
important along a chain that is not vertically integrated rests on the principle
(however compromised) of equal exchange in market prices and, as some
argue, underlying value flows. Thus, for a set combination of cement mixers,
lime, gravel, and other materials, plus the needed type and size of work force,
a general understanding will emerge in the cement trade about how much
money will typically have to flow out to the providers of these various inputs
and about how much income the resulting stretch of sidewalks or of founda-
tion walls will yield.

In places and periods of relative stability, these relationships can be worked
out arithmetically, in ledgers and work plans, with a reasonable degree of pre-
dictability. But the reasons that balance and proportionality stand in the ratios
that they do are specific, enduring physical and societal conditions, which in
turn compel particular spatio-temporal patterns for operations (Harvey 2013,
267-86; Lawson 2011).

Particular resource chains or networks could hardly internalize such equi-
libria and proportions fully, given the importance of fuel and other resources
to the wider economy. Outside supplements to (or deductions from) their
flows are integral to their operation and require integrated analysis: examples
include taxes and tax credits, private-sector transfer pricing, and fiat pricing
for royalties. These “articulations” (see Wolpe 1980) may arise as unintended
side effects of routine activities or as expressions of the interest that wider
capitalist networks, civil-societal initiatives, and political forces have in a chain
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or network’s activities. But even given the possibility of sustaining internal
disproportions through such articulations, certain workable patterns are likely
necessary to sustain overall chain or network activity.

These patterns matter, and not only for workable production arrangements.
It is against the imperatives of balance, proportionality, and symmetry that the
introduction of imbalance, disproportion, and asymmetry may acquire dis-
ruptive strategic significance. Such disruptions may arise spontaneously from
structural contradiction or incoherence or as the consequences (intended or
unintended) of intentional acts. Flow imbalance is an important indicator and
generator of social inequalities, hierarchical control, and ecological domina-
tion, but the introduction of disruptive imbalance can foreshadow or directly
trigger democratizing, emancipatory, and pro-ecological counter-power.

Taking the foregoing observations into account, a strategic and
power-sensitive research agenda should consider at least three contexts for
flow balance and imbalance, obstruction and release.

Within the Ordinary Extractive Stage of Existing Chains or
Networks

Power relations and capacities (economic and political) can arise from flow
imbalances along established extractive chains or networks. The patterns, as
well as chain or network vulnerability to them, are likely to vary by case. They
arise spatially, most clearly from the arrangement of the physical environment
and built infrastructure established in the two previous stages, and temporally,
from such routine work rhythms as turnover times and volumes, daily and
seasonal rhythms, capital depreciation rates, and rates of material flows. This
type of variation is crucial to the differences in capitalist and labour organizing
for conventional oil, coal, and water power (see above).

Dysfunctional bottlenecks and shortfalls arise organically from incompat-
ible rates and rhythms of material flow at the various nodes and entrepéts, and
along different transportation corridors. (As we will see below, these are also
a concern during fixed-capital formation.) Stockpiling is a simple mechanism
responding to this diversity, whether planned or arising organically from
routine operations. Supply management reflects more intentional, sophis-
ticated responses. JIT supply-chain management is still more sophisticated
intervention in flow rates and rhythms, to reduce the unprofitable stock-
piling of value-bearing materials. However, the added vulnerability of JIT
management to unexpected interruptions (intended or accidental) encourages

78 Lawson



costly investment in heightened managerial control and policing of potential
disruptions.

Often, managerial intervention at just one point in the chain can also
resolve imbalances, whether through modification of existing machinery and
reorganization (or “debottlenecking”: see Suncor 2014) or through targeted
“patches” of capital intensification through the application of higher technol-
ogy (see Samuel 1977). Either technique extends the useful life of older nodes
or corridors. But intentionally introducing technological or organizational
heterogeneity into the chain or network may then introduce fresh imbalances
with socioeconomic and political consequences. High-tech innovation rents
may emerge at the “patches,” empowering the firms based there and shifting
overall interfirm power relations (see Gerefti, Humphrey, and Sturgeon 2005).
New “high-tech” workers at such patches may lack solidarity with surrounding
“low-tech” workers at other locations. Patterns of outsourcing versus vertical
integration might change, as new leading firms assess the optimal institutional
arrangements for their newfound power. That in turn would alter the institu-
tional bases for supply-chain management.

Between Major Stages in Chain or Network Life

The latter points suggest larger patterns of unevenness that implicate earlier
chain or network stages. First, as is well known, resource-extractive invest-
ment, like capital investment generally, commonly comes in distinct waves
rather than incrementally; the global commodities boom of the early 2000s
is an example. Second, as mentioned above, resource-investment waves often
exhibit at least three stages: research establishing a new pattern of profitable
resource extraction; fixed-capital investment in a definite series of production
sites and corridors; and routine extraction.

Thinking of resource-extractive chains in terms of multi-stage waves has

certain implications:

o Degrees of stage separation: More profound time lags between
stages generally heighten the risk profile for returns on early-stage
investments within a given wave. Higher risks can increase pressures
for state or other collective action as well as for disruptive strategic
interventions.

o Political-economic asymmetries within and between the stages: Each
stage requires appropriate financing, material inputs, and labour
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force and therefore exhibits distinct levels of capital, labour, rent, and
land intensity. Each generates distinctive products (in broad terms,
geological and engineering services, fixed-capital assemblages, and
resource commodities, respectively) and distinct degrees of product
commodification.

Each stage may therefore display distinct business and political
salience, and the combination of stages may form a distinct pattern
for a particular chain or network. GVC research has already
recommended competitive positioning at rent-rich nodes (Kaplinsky
1998). But some fossil fuel chains or networks are also relatively job
rich at particular stages and job poor in others, as with fixed capital
and ordinary extraction stages for bitumen steam-assisted gravity
drainage (SAGD)), relative to the equivalent stages in bitumen strip
mining. Governments pressed for job creation therefore likely derive
disproportionate benefits from stimulating job-intensive stages. This
could force growth at one stage out of rational alignment with the
others.

Variations in the mode by which products from one stage become inputs
for the next: Are these sold on open markets, transferred between
tightly related firms at nominal rates, or simply forwarded between
subunits within a single firm or firm alliance (see Gerefli, Humphrey;,
and Sturgeon 2005)? Are pipelines and other transportation corridors
common carriers or (at the limit), as monopoly services for the

firms that own them, based at the extractive or upgrading sites? To
what extent does the common-carrier pattern coincide with separate
corridor ownership?

Between Nodes and Corridors During Research and Fixed-Capital
Construction

The fixed-capital infrastructures for resource extraction, transportation,
upgrading, storage, and so on, are rarely built simultaneously or even in a
tightly coordinated sequence governed by a single business plan or several
closely linked ones.

Undoubtedly, practical construction considerations and business com-
petence play roles in the coherence or incoherence of sequencing, as does
whether transportation infrastructure is organized as a monopolized asset,
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as a single common carrier, or as multiple competing lines. Some variation
may also involve corporate responses to regulation. For instance, deliberately
presenting construction to regulators in separate stages and/or by separate
proponents can block consideration of full life-cycle analysis and cumulative
effects (Princen 2002) or ensure that project sections come before the most
sympathetic regulatory venues (Pralle 2006; Jang 2017). Outsourcing sections
of the whole chain’s fixed-capital construction can similarly distance firms
from upstream or downstream responsibilities while maintaining control over
profitability and lead-firm authority over the wider chain (Princen 2002). All
such strategies must be measured against the transaction costs involved in
breaking up chain authority (see Hopkins and Wallerstein 1986). Finally, all of
the above factors have implications for managerial and strategic exercises of
power: they are factors that affect the potential threats to the expected return
on invested fixed capital by further disrupting the construction sequence, just
as they affect measures to police and prevent such disruptions.

Some of these sociopolitical patterns are arguably evident in the history
of Alberta bitumen, which has exhibited marked waves of investment and,
within them, discrete research, fixed-capital formation, and extractive stages.
For example, in the mid- to late 1990s, Premier Ralph Klein’s Progressive Con-
servative government stimulated fixed-capital and consumer-fund investment
at Alberta bitumen-extractive sites through deregulation, reduced resource
royalties, and other policies. The purpose of these initiatives was ostensibly
to restart the provincial economy and especially to increase jobs, not to pre-
pare for a defined foreseeable level of long-term demand for the final chain
product, bitumen. Many of the private actors implicated in this stage had
similarly little at stake in the extractive stage to follow. Alberta also had the
most direct jurisdiction over specific nodes of the final extractive chain, those
directly connected with resource-bearing lands. Interprovincial and inter-
national trade—and, thus, transport of saleable bitumen—was more clearly
federal. Finally, unlike some other resource-extractive chains, outbound trans-
portation for the bitumen required separate infrastructure from inbound
transportation for inputs in fixed-capital construction—respectively, pipelines
and rail versus (overburdened) highways and airports.

Extractive capacity therefore arguably moved well ahead of pipeline cap-
acity (and consumer-fund capacity in the extractive region). That capacity also
built up according to imperatives that did not line up with final demand for
the saleable bitumen, either in overall quantities or at the (mainly American)
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end of existing and anticipated pipeline corridors. All of this arguably height-
ened the stakes for any further pipeline delays. It opened the door to critics of
pipeline obstruction, and indeed for much broader elite demands to accelerate
and expand pipeline construction.

Conclusion

Many environmental critiques of modern capitalist relations with non-human
(or extra-human) nature stress the functional and physical linearity of
material flows. Matter necessary for production is drawn from hinterlands
into social production, and transformed matter is then ejected elsewhere,
either post-production or post-consumption, for non-human nature to
metabolize. Both radical critiques, such as Foster’s (2009, 161-200) elabora-
tion on Marx’s theory of “metabolic rift,” and more reform-minded life-cycle
analyses (Brown 2001) stress the interdependent dangers of resource depletion
and “waste” disposal.

A kind of balance or proportionality to material flows, on the one hand,
and value and rent flows, on the other, is nonetheless essential to extractive
and disposal activities, as it is for the economic system as a whole. In part,
flow balance and proportionality are physically and unavoidably determined
(as with chemical transformations); in part, they are the product of manag-
erial orchestration, including the obstruction and release of flows. Whether
disruptions or imbalance emerge organically from structural contradictions
and incoherence or are deliberately provoked as strategic interventions (also
often in the form of obstruction or release), they merit our attention.

Regimes of obstruction are institutionalized modes of blocking depar-
tures from fossil fuel use and from corporate power. This chapter grounds an
understanding of the foundations of these regimes in the complex processes
that extract, refine, and transport carbon-based fuels. It also highlights the
potential vulnerabilities of these regimes presented by certain characteristics
of these processes, and it seeks to understand the possibilities and conditions
of counter-obstruction that arise on the strength of those vulnerabilities.
Interventions from actors detached from core chain operations may be more
effective, and flashpoints of contention over chain or network power may
be more transformative at points where corporate power is weakest and
counter-powers are strongest, or at points where policy concerns (such as
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visible pollution) are most acute, or at points associated with broader pat-
terns of protest.

But this chapter has suggested another explanatory factor that may be
at work: the balances and imbalances, the blockages and bottlenecks, and
the intentional or inadvertent obstruction and release of production flows.
Actors situated within the chain—management and labour—as well as those
located outside it may piggyback their purposes on flow processes that ori-
ginate within the chain.

This analysis does not mean that contention over fossil fuels reduces to
the conditions along these material corridors. Nor does it argue for studying
these chains or networks in isolation from wider economic patterns. Rather,
it emphasizes the explanatory potential of flow asymmetries, blockages, or
bottlenecks in fuel-extractive work processes with respect to power relations,
and it draws attention both to their rhythms and syncopations and to their
geography.

Corporate interests profit from long-term investments in current energy
systems, and they use their power to manage further expansion and to block
a just and green transition. But that power is not absolute: it is founded on a
complex capitalist production process that is not perfectly under corporate
control. The power to block and unblock flows is simultaneously a basis for
disruptive counter-power, which can be mobilized to release and accelerate

a just and green transition.

Notes

1. Today, such flows—not only of money but also of information—operate without
temporal constraints as well: they proceed at the speed of light, indifferent to
time zones or national boundaries. Manuel Castells’s (1996) “space of flows”
accordingly centres on global telecommunications networks that allow for
instantaneous transmission and transaction.

2. The issue of constitutional jurisdiction arose in relation to the Horgan
government’s proposed amendment to BC’s Environmental Management Act
that would require shippers of heavy oil to obtain a “hazardous substance
permit” (see British Columbia 2018, esp. Backgrounder 1). The province
argued that such an amendment was justified under ss. 92(13) and 92(16) of
the Constitution Act, 1867, which, respectively, grant provinces authority over
property and civil rights within a province and over matters of a merely local or

private nature. In a May 2019 ruling, the BC Court of Appeal (2019 BCCA 181)
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rejected the province’s argument on the grounds that the proposed amendment
would contravene federal authority under s. 92(10)(a) of the Constitution Act,
which exempts lines of shipping and transport that extend beyond provincial
borders from a province’s jurisdiction over “local works and undertakings” See
Reference re Environmental Management Act (British Columbia), 2019 BCCA
181, https://www.canlii.org/en/bc/beca/doc/2019/2019bccai81/2019bccai8u.
html, para. 105. The province appealed the ruling, but, in a decision handed
down in January 2020, the Supreme Court of Canada (2020 SCC 1) concurred
with the BC court and dismissed the appeal —much to the disappointment of
environmentalists (Boynton and Zussman 2020).

3. The applicants in this second case, Coldwater First Nation v. Canada (Attorney
General), 2020 FCA 34, were the Coldwater Indian Band, the Squamish Nation,
the Tsleil-Waututh Nation, and the Tselxwéyeqw Tribe of the St6:16 Nation. In
the 2018 case, Tsleil-Waututh Nation v. Canada (Attorney General), 2018 FCA
153, the applicants also included the Upper Nicola Band and the Stkemlupsemc
Te Secwepemc Nation, as well as the Raincoast Conservation Foundation, the
Living Oceans Society, the City of Vancouver, and the City of Burnaby.

4. 'The BC government argues that the Alberta legislation (rather tendentiously
titled the Preserving Canada’s Economic Prosperity Act) attempts to regulate
interprovincial trade and commerce, thereby contravening federal jurisdiction
under s. 91(2) of the Constitution Act, and that the legislation cannot be
justified under s. 92A—the section that grants provinces jurisdiction in matters
concerning non-renewable resources. Although s. 92A(2) specifically allows
provinces to pass laws governing the export of such resources, it also stipulates
that such laws cannot be applied in a discriminatory manner. On September
24, 2019, the Federal Court granted BC ‘s request for an injunction prohibiting
the Alberta government from issuing orders under the law, pending the court’s
decision on its constitutional status. See British Columbia (Attorney General)

v. Alberta (Attorney General), 2019 FC 1195, https://www.canlii.org/en/ca/fct/
doc/2019/2019fc1195/2019fc1195.html.

5. Historically, governments in British Columbia refused to abide by the Royal
Proclamation of 1763 and, by extension, to recognize the existence of Aboriginal
title. Despite the constitutional affirmation of Aboriginal rights and title
(Constitution Act, 1982, s. 35), it has taken a series of Supreme Court rulings—
notably its landmark decision in Delgamuukw v. British Columbia, [1997] 3 SCR
1010—to establish the existence of Aboriginal title in BC, as well as to oblige
government (both federal and provincial) to consult adequately with First
Nations before encroaching on their territory. Neither government nor industry
have welcomed these developments, preferring to devise ways to persuade BC

First Nations to “extinguish” their rights: see Lukacs and Pasternak (2020).
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6. See “Tiny House Warriors,” Secwepemculecw Assembly, 2017, https://www.
secwepemculecw.org/tiny-house-warriors. According to a news release
dated July 11, 2018, three such tiny houses had been constructed over the past
ten months. “Tiny House Warriors Reclaim Land, Block Trans Mountain
Expansion Pipeline Route,” Secwepemculecw Assembly, 2018, https://www.
secwepemculecw.org/.

7. 'The written versions of many historic treaties (those dating to the eighteenth
and nineteenth centuries) differ sharply from what was agreed upon orally at
the time the treaties were negotiated, notably on the question of land cession.
Other treaty texts also retain significant resource rights, relative to government
implementation practices, even before the orally agreed terms are considered.
Examples include protections for ongoing use of non-reserve lands in the 1850s
Robinson treaties. Governments since the treaties have notoriously violated and
ignored such texts. But for some Indigenous leaders and allies, the texts and
underlying oral terms have formed the basis for tactical litigation.

8. For an analysis of the protest against the Petronas project, see chapter 16 in this
volume. On the multiple concerns that culminated in the proponent’s decision
to cancel the project, see Leach (2017); Lee (2017).

9. 'This often-observed high cost of inputs for frontier production sits in suggestive
tension with Jason Moore’s (2015) arguments about the frontier as a source of

“cheap” labour, resources, energy, and food for the wider economy.
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3 Landscapes of Risk

Financial Representations of Catastrophe

Mark Hudson

In late June 2017, the Financial Stability Board’s Task Force on Climate-Related
Financial Disclosures (TCFD), led by billionaire Michael Bloomberg, founder
and CEO of the financial services and data firm Bloomberg LP, released its
final report (TCFD 2017). A week later, another financial heavy hitter, Mark
Carney—governor of the Bank of England and chair of the Financial Stability
Board at the time—presented the report to heads of state at the G2o summit
in Hamburg. The report, which was given a considerable amount of space in
the mainstream business press, recommended that companies reveal their
climate-based risks to investors, in order that consideration of such risks
might become a standard part of investment decisions. This has been a goal
of climate campaigners for some time—particularly those operating through
shareholder activism. On the surface, such disclosure could result in a signifi-
cant revaluation of firms and their share prices, by making visible what the
TCEFED report calls the “material risks” of climate change. As one member of
the task force put it, by shedding light on “the fact that climate-related risks
and opportunities can be material, and increasingly will be material,” the
report aimed to make these risks “clear and comparable—that is what the
investment community wants” (McCarthy 2017).

Disclosure such as this is supposed to make markets work more efficiently.
However, acts of revelation often simultaneously serve to obscure, as any
decent magician will tell you. While recognizing that a significant shift has
occurred in corporate practice and discourse relating to climate change, in
what follows I lay out how the modes of revealing climate change currently
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being developed by financial firms have the potential both to dramatically
change the public understanding and the politics of climate change as an
environmental problem and to serve to obstruct a robust, democratic political
response to the threat of climate catastrophe.

From Denial to Risk Management: Two Fronts of the
Corporate Response

Gone are the days when CEOs of major companies or even politicians could
publicly deny that climate change is happening or that human activities are the
main driver. Even the most notorious agents of climate denial such as Exxon,
which obscured what it knew about the connection between its main product
and climate change, and which funded the “merchants of doubt” (Oreskes
and Conway 2010) in their campaign to sow uncertainty over climate science,
can no longer simply say “It's not happening” or even “We don’t know if it’s
happening” Forced to acknowledge that climate change is real and human
induced, Exxon publicly endorsed the Paris Agreement and said that it would
support a carbon tax. Clearly, what Exxon says and what Exxon does are far
from identical. While acknowledging climate change, the corporation remains
wedded to a business model that, if it is allowed to continue, will put us well
over the 2°C “safe” average global warming threshold. Its demand projections
and planning models assume that we will overshoot. Research from the Cor-
porate Mapping Project has unearthed the emergence of a “new denialism”
along these lines, describing a shift from good old head-in-the-sand denial
that there is a problem or that we are in any way responsible to a public
acknowledgement of the problem, its severity, and its genesis in human activ-
ity, all the while working the back channels to ensure that no action is taken
that would actually address the problem. That is, the denial concerns not the
science but what the science implies for policy (Klein and Daub 2016).
Corporate and government inaction aside, acknowledgement of anthropo-
genic climate change is widespread among political and economic elites
globally. It features prominently at elite policy gatherings like the World
Economic Forum in Davos, Switzerland. Of course, this consensus on the
reality and significance of climate change has emerged within the param-
eters of another one: that any steps taken toward adaptation and mitigation
must occur within current social relations; that is, they must not seriously
threaten the conditions for accumulation, and while steps are sure to result in
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winners and losers across sectors, they will take place within existing relations
of property and power. Now that political, industrial, and financial elites have
decided that they cannot ignore the unpalatable mess of climate change that
they have created (Heede 2014), they are asking how they might attempt to
digest it, without causing too much internal damage and, preferably, while
getting some joy out of it. In addition to the strategies being worked out by
networks of capitalists to obstruct political action on climate change, there is
increasing effort to make the biophysical and meteorological effects of climate
change comprehensible and actionable (commensurable and exchangeable)
to market actors.

So there is a two-front class-based response to climate change, intended
to manage the implications of climate change for profitability and accumu-
lation. They align with the two primary ways that capitalists, as a class, must
understand and treat nature. The first of these, as Mann and Wainwright
(2018) indicate, is as a collection of resources. That is, it is a storehouse of
raw materials that can be put to use in the creation of commodities and, in
turn, value. In this vein, we see corporations scrambling, through the new
denialism, to maintain their access to the fossil fuel storehouse. The second
way that nature is apprehended, however, is as an element of uncertainty, risk,
and hazard to the production of value. Forests, for example, are increasingly
seen as ticking time bombs of value destruction given their (increasingly cat-
astrophic) tendency to catch on fire. Where once there was timber, now there
is fuel. Oceanfront once contributed to property value; we may now be at a
point where the menace of storm surges and flooding detracts more than the
view adds (Luscombe 2017). While some parts of the business lobby are busy
staving off any genuine political action that might reduce their ease of access
to fossil fuel resources and to the atmosphere, the financial industry has for
some time been becoming attuned to the potential threat to profit (and per-
haps to accumulation overall) posed by climate change itself. This latter front
began to develop with the growing realization among particularly exposed or
sensitive elements of capital that, in fact, real economic costs—discussed as
“material risks”—were starting to emerge that are related to climate change.
In what follows, I attempt to trace the contours of this second front and to
consider its implications for the status of nature and for climate justice. Is
this transformation of how we see, understand, and act on the problem of
climate change a successful “mainstreaming” of climate action, or is it another
obstruction on the pathway to just and sustainable societies?

Landscapes of Risk 93



One of the ways we can think about how climate change presents risks
for profitability is through the concept of “negative value” This is a concept
put forward by Jason Moore (20153, 2015b) to talk about the possibility that
rather than providing appropriable value to capital through the provision of
“free work,” reorganizations of socioecological arrangements can sometimes
actually inhibit accumulation. Moore (2015a, 98) defines negative value (in
contrast to surplus value) as “the emergence of historical natures that are
increasingly hostile to capital accumulation” In the case of climate change,
Moore describes how “capitalism’s wastes are now overflowing the sinks, and
spilling out over the ledgers of capital” (279).

While Moore argues, I think correctly, that the obstacles to accumulation
presented by climate change are unavoidable by capital as a whole because
they act to directly increase the costs of production (see Risky Business Pro-
ject 2014), the distribution of negative value among firms (that is, when and
where disasters or changes in weather patterns that have cost implications
occur) has become the subject of competitive manoeuvring such as efforts to
“climate proof” businesses against weather-related supply-chain disruptions
or to socialize their costs. Many of the forms taken by capital’s response to
climate change, which we will sample below, can be understood as efforts to
diversify and spread risk or to transfer the costs of climate change (its negative
value) onto other parties.

The redistribution of negative value from climate change certainly involves
political action. Firms, industries, and associations lobby and backroom deal
to reduce political risk by minimizing or displacing costs of regulation. They
also, through image management, attempt to maintain or gain market share
by greening their corporate images.

It also involves market action—reallocating capital, changing asset mixes
and investment portfolios, managing supply chains, and creating new com-
modities, all of which depend on the creation of credible (not to be confused
with accurate) information that firms and investors can act on. This infor-
mation must eventually take the form of a number, for the simple reason that
in order to be of use to market-based actors, it has to be related to a price.
The work that goes into the creation of this information I call the work of
digestion. It involves the transformation of place-bound, relational, qualita-
tively heterogeneous effects and phenomena (like wildland fires, or melting
arctic sea ice, or drought) into seemingly unbound, isolated, homogeneous
quantities that eventually find their way into prices and, through those, into
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new allocations of social labour and new relationships between humans and
extra-human nature. I believe digestion to be an apt metaphor for this because
it involves a diverse, qualitatively heterogeneous range of things (think apples
and oranges) being inserted at one end and, at the other, the production of
what looks and feels like a fairly homogeneous quantity: a substance varying
largely by some commensurable unit, like weight or volume. It may in fact
vary in quality from others of its kind, but we would rather not look closely
enough to find out.

In order to get a solid handle on what I mean by digestion, and on how
capital is working to translate the messiness of climate change into an order
it can handle, we can look at the products of digestion—primarily new kinds
of commodities and tools for modifying the value of existing commodities.
The most obvious of these are carbon emissions allowances, or offsets. A
great deal of ingenuity goes into translating a landscape into separable units
of potential carbon sequestration: what is bought and sold as a credit for a
tonne of carbon either sequestered or never emitted is in fact a set of modified
ecological and social relations, and it requires some intricate accounting and
a few fairly heroic assumptions to transform these relations into a tonne of
carbon not emitted (or its equivalent in other greenhouse gases, expressed
as “CO2¢”). However, while carbon credits get a lot of attention, they are
as yet a boutique kind of commodity for which governments and firms are
struggling to make and maintain markets. Other products of digestive work
have broader consequences, potentially affecting every commodity price and
every investment decision.

Climate Change Risk Indexes

One of the functions of digestion is to provide better information to investors
and traders. From the perspective of capital, the key questions with regard to
climate change are these: What is going to happen to the price of wheat, rice,
natural gas, or herring, or the value of land, factories, or real estate, as climate
change destabilizes the biological and biophysical conditions of production?
How can investors or firms make informed decisions about assets and com-
modities in the face of this destabilization? Is there a way to turn “climate
change” into a number that can modify my net present value calculations?
This is the practical dimension through which climate change is a problem
for capital.
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The “problem” of climate change can, however, be constructed in a number
of ways. One of these—certainly one that is plausible—is to construct it as a
form of “catastrophe risk” (see Cooper 2008, 82; Haller 2002). In this frame-
work, we are confronted with the dilemma of having to take action in the face
of irreducible uncertainty. Having a very strong suspicion that something
really terrible is going on, combined with an inability to calculate its likeli-
hood, or to “pinpoint the precise when, where and how of the coming havoc”
(Cooper 2008, 83), leaves us in a bind, with no calculable basis for action,
but also with the sense (in some cases very well empirically grounded) that
terrible things will occur in the absence of action. For that portion of human-
ity with the most grounded, experiential, or proximate sense of impending,
irreversible disaster (pick a small island state whose coastlines are shrink-
ing, for example), this kind of framework makes sense and impels a moral
requirement to act even in the absence of certainty. Capital, however, has a
hard time operating within this framework. Incalculability is just one more
limit to overcome. As such, firms reject this construction of climate change in
favour of the much more comfortable framework of risk management. Here,
morality exits the picture, crowded out by the fetish of numbers. Likelihoods
are calculated—partly through the hive mind of insurance and investment
markets and partly through increasingly sophisticated modelling techniques,
often developed at the outset in universities and then made proprietary and
dispensed on a (hefty) fee-for-service basis.

For example, there are a number of efforts to do a coarse-grain,
nation-by-nation quantification of climate change risk. This form of digestion
attempts to take the multiple forms of material transformations and “vulner-
abilities” faced by a particular territory and relate them quantitatively to those
faced by all others. All of these rely to some extent on the notion that risk is
a product of vulnerability and “readiness” or “resilience” The Notre Dame
Global Adaptation Initiative, for example—a project housed at the University
of Notre Dame—defines its ND-GAIN Country Index as a “measurement tool
that helps governments, businesses and communities examine risks exacer-
bated by climate change, such as over-crowding, food insecurity, inadequate
infrastructure, and civil conflicts” The index assigns countries scores in two
broad categories: their vulnerability to climate change and their readiness to
adapt to it. Each of these scores is based on forty-five indicators related to food,
water, human habitat, ecosystem services, economy, governance, and social
readiness. These indicators, of course, embed all sorts of political presumptions

96 Hudson



about what makes for a “ready” or “resilient” state—things like control over
corruption, business climate, educational attainment, or the debt-to-GDP
ratio. ND-GAIN, for example, uses the World Bank’s “Ease of Doing Business”
index as the economic component of its “readiness” indicator. This is an index
of how easy it is to start and profitably operate a business in any given country:
a country with high levels of investor protection and low levels of regulation
and taxation is deemed more “ready” than a country in which regulations (pos-
sibly including environmental ones) or licensing processes make setting up and
running business operations more risky and difficult. Index scores can be used
as intended by the project as a basis for identifying priority locations for cli-
mate change adaptation but equally for discounting investments in low-scoring
nations. As of 2017, Canada ranked thirteenth out of 181 countries on the global
list. Norway was the front-runner, with Somalia coming last.?

Readiness

A country's ND-GAIN index score is composed of a vulnerability score and a readiness score.
Readiness measures a country’s ability to leverage investments and convert them to adaptation actions.
ND-GAIN measures overall readiness by considering three components — economic readiness,

governance readiness and social readiness.

| ND-GAIN COUNTRY INDEX ~ ND-GAIN MATRIX | READINESS | VULNERABILITY J worse. [N Y I I Brter

Figure 3.1. The ND-GAIN Country Index. Source: University of Notre Dame,
https://gain.nd.edu/our-work/country-index/.
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Other platforms offering the same sort of information are presented
more explicitly as tools for investment and corporate risk management in
the face of climate change. Investment bank HSBC, for example, developed
a climate change scorecard for nations in 2009 (updated in 2011 and again
in 2013), which is not too dissimilar from the ND-GAIN: ranking nations
(but not actually producing a risk coefficient) according to their exposure
(how likely any country is to be adversely effected by climate change) and
their sensitivity to climate change (how economically significant any such
effects are), as well as on two indicators of resilience, “adaptive potential”
and “adaptive capacity”

One interesting aspect of the HSBC research is that, like the ND-GAIN
Country Index, while it provides what appears to be neutral information on
the state of the world, it simultaneously produces a list of appropriate man-
agerial targets through which governments and multilateral development
institutions might influence the investment ratings of a country. Thus, the
numbers and their means of generation become active, orienting managerial
attention, rather than simply being passive reflections of an existing state of
affairs. Education, for example, becomes a way of reducing one’s exposure to
adverse climate effects. In a particularly ironic twist, increasing a country’s
GDP per capita (a very good predictor of a country’s contribution to climate
change) improves its risk ranking, so the more a nation exacerbates the over-
all problem, the less vulnerable it is. The debt-to-GDP ratio is also included,
so the very political process of minimizing debt—which frequently means
imposition of austerity and in some cases pressure to increase production of
natural resources, including fossil fuels—here translates numerically into a
reduction in climate change vulnerability. In short, there should be no false
hopes that these kinds of rankings will serve as a device through which finan-
cial markets discipline states or firms into taking action to reduce emissions.
The rankings actually reflect a nation’s ability to insulate commodity values
from climate change and thus provide only a very rough estimate of predicted
negative value.

While the exercise undertaken by HSBC produces only a ranking and
not a specific set of national risk coeflicients, it is an early effort to make
the uncertain effects of climate change visible to banks and investors and
integral to investment algorithms. Private firms such as Risk Management
Solutions (RMS) and Verisk Maplecroft (a subsidiary of Verisk Analytics)
offer tailor-made quantifications of risk to supply chains, operations, and
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investments around the world, promising to make the complex field of
environmental, social, and political risks—including those arising from
climate change—transparent to investors. Four Twenty Seven, which inte-
grates the data from ND-GAIN into its analytics, similarly helps its clients to
“reduce risks, identify new opportunities, and build resilience in the face of
climate change”? In addition to gathering market intelligence, the firm offers
made-to-order climate risk scores for specific companies based on the precise
location of their corporate facilities and on the sectors or industries in which
a particular company is active, thereby enabling investors to factor climate
change into their portfolio management and investment decisions. In order to
enhance its own risk assessment toolkit, Moody’s purchased a majority stake
in Four Twenty Seven in July 2019.

Apart from mapping the physical risks of climate change for the benefit of
investors, effort is also going into calculating political risk. For example, the
global asset management company Schroders provides fund managers with
analyses of “Carbon Value at Risk” (Carbon VaR), a process that assumes
governments will eventually impose (in some form) a $100/ton price of carbon
and then provides an estimate of the cost implications of this for any particu-
lar firm. This representation translates climate change directly into expected
future profit and therefore shareholder value. Climate change is indeed made
visible as a material risk, but the implications for action by the firm remain
open. One such action would be to minimize exposure in the event of the
“worst-case” scenario (from the firms’ perspective), in which governments
actually act to keep us below a 2°C average global warming. The other, of
which we see much greater evidence, is to realistically assess what govern-
ments are doing, rather than saying, about establishing a meaningful carbon
price and intervening aggressively through lobbying and campaign funding to
minimize the likelihood of any political action that would avoid catastrophic
global warming but also trigger potentially large losses in value in the short
and medium term.

We are thus witnessing the rise of a small, privatized, scientific industry
whose purpose is to produce and sell a visible climate risk landscape, which
then becomes the salient aspect of climate change for investors, banks, and
firms. What is produced and made visible through this work is a geography
of negative and positive value, altered according to changing climate pat-
terns and distributions of disruptive events. Each qualitative form of havoc
is made commensurable with every other, and the damage done to lives
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both human and otherwise, to specific communities, to landscapes and eco-
systems, becomes identical (in the gaze of capital and, in turn, policy makers,
civil-society organizations, NGOs, and the rest of us) with risks to value—
always mediated through price and already-existing value. This means, of
course, that flood damage to a wealthy Florida neighbourhood is “worse”—
ceteris paribus—than that done to a Dhaka slum. The possibility that we may
lose 50 percent of animal species in “biodiversity hotspots” (Watts 2018) is in
itself insignificant post-digestion. What matters is how this might transform
the landscape of risk and the existing or potential future value of an asset
under current projections of warming. Climate change is seen not as an exis-
tential threat for particular people, plants, animals, towns, nations, or ways
of life but, first and foremost, as an optimization problem. However, as we
will see, the numbers generated only ever have an uncertain and probabilistic
relationship to the realities they purport to represent. We should be clear that
these are representations, whose job is to be credible enough to create value
for their producers. They are not climate change. They are a view of climate
change as seen through a lens that filters everything but value.

Insurance and Reinsurance

The first group to have recognized climate change as a form of negative value
was probably the insurance industry—and its insurers, the reinsurance indus-
try. Insurance has been positioned as an important tool for climate adaptation,
particularly for low-income nations or governments without the financial
wherewithal to cope with the aftermath of disasters, enabling them to trans-
fer risk and access funds in greater volumes and more quickly than through
other forms of lending or relief (Grove 2010, 541). The insurance industry
has considerable expertise in converting various forms of tragedy, disaster,
and catastrophe into streams of numbers, and their profitability rests on their
ability to do so with a reasonable degree of accuracy. This goes back perhaps
as far as the fourteenth century, and certainly as far as the seventeenth, as
merchants and lenders were trying to quantify and insure against the risks of
getting cargo across the ocean (Martin 1876, 6).

Thanks to this long expertise, the insurance industry has been at the
forefront of the attempt to quantify the likely impacts of climate change, par-
ticularly as they relate to weather-related property damage and casualties.
Reinsurers, who are ultimately holding the bag in the event that the insurers
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find themselves overexposed, have been attempting to grapple with climate
change (as far as it impacts their bottom line) for longer than most other
industries and for longer than many governments (Johnson 2011, 2). Since
1980, average insured losses worldwide from extreme weather have doubled
each decade, hitting US$50 billion by 2013 (Reguly 2013). Much of this is due
to a significant increase in the value and quantity of exposed settlements and
infrastructure (McAneney 2014), but a changing climate and increased inci-
dence of natural disasters are also playing an important part (Thomas, Albert,
and Hepburn 2014). With regard to Hurricane Harvey, for example—an event
that JPMorgan estimated would result in $10 billion to $20 billion in insured
losses (Keoun 2017)—climate change researchers suggested that the prob-
ability of such an intensity of rainfall in the Houston area was increased by a
factor of three on account of global warming (van Oldenborgh et al. 2017, 10).

So one would imagine that the (re)insurance industry is in a particularly
sensitive place with regard to the “material risks” of climate change. The indus-
try’s public pronouncements would support this view. In an early attempt to
draw the attention of insurance executives to the threat to profitability, for
example, a 2006 report from specialty insurer Lloyd’s declared that “so far,
the industry has not taken changing catastrophe trends seriously enough.
Climate change is likely to bring us all an even more uncertain future. If we
do not take action now to understand the risks and their impact, the changing
climate could kill us” (Lloyd’s 360 Risk Project 2006, 3).

Despite this dire early warning, the extent to which (re)insurers are inte-
grating climate change into their corporate practices is unclear. In a study
of the reinsurance market, Leigh Johnson (2011, 53) concluded that, “by and
large, firms have not developed formal or informal methods for integrating
climate change impacts into their underwriting and pricing decisions.” She
attributes this in part to the uncertainties that plague the process of digestion.
The implications of climate change, at least in 2010, when Johnson was writ-
ing, were understood to be uncertain as well as small relative to other sources
of variation and uncertainty. Catastrophe models are made up of modules
that aim to predict not only the likelihood of a hazard but also how it will
interact with the built environment, and with the financial value of elements
within that environment, so uncertainties are stacked. As a result, the public
commitment to integrate climate change into pricing and underwriting was
not reflected in actual practice (Johnson 2011). Since then, the quantifying
practice of “probabilistic event attribution” has advanced considerably, to
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the point that litigators are interested in their use in assigning specific blame
for specific, climate-related harms (Dzieza 2018; for a more skeptical view,
see Lusk 2017). Climate models have improved in their degree of resolution.
Nonetheless, (re)insurers and the catastrophe-modelling firms upon which
many of them rely still find themselves facing considerable challenges because
probabilities assigned to weather events—to their severity, their combination,
and the likely property damage associated with them—are no longer stable,
and different climate models vary considerably in their forecasts. They realize
that the models based on historic data underestimate the costs they will likely
have to pay out now or in the future, so they are trying to turn from historical
to predictive modelling, relying on processes of “expert elicitation.” The latter
involves asking a handful of climate scientists for their best guesses as to the
tuture of, for example, hurricane frequency and severity over the next five
years and using those as a basis for modelling. That may be a step forward
but leaves (re)insurers stuck with another source of uncertainty. The Geneva
Association (a think tank for insurers and reinsurers) puts it this way:

The lack of historical and observational data and the existence of com-
peting theories formalized in competing forecasting models, leads to a
multitude of different answers for the return periods of certain extreme
events in today’s transient environment. Unfortunately, it is difficult to
assign confidence or the probability of one answer being better than
the other, a situation which can be described as ambiguity. (Geneva
Association 2013, 17)

It should also be noted that the prices of insurance products, as a reflection of
the “costs” of climate change, involve only the costs of damage to insured prop-
erty and life. For the developed world, it is estimated that about 40 percent
of the property value at risk is actually insured. For a region like South Asia,
it is more like 8 percent. The distribution of insurance coverage worldwide
is profoundly unequal. In 2017, the United States accounted for 50 percent
of total losses, which was unusually large, but even on a long-term average
basis, it makes up 32 percent of the total. While the media were riveted to
the flooding of Houston that year, 2,700 people died in flooding in a heavy
South Asian monsoon, the economic losses from which were estimated at
$3.5 billion. With only a tiny fraction of that insured, the disaster will hardly
appear on the ledgers of (re)insurers. (Munich RE 2018). This non-alignment
of insured costs and actual harm is further illustrated by the fact that only one
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of the top forty most deadly catastrophes also ranks among the forty most
costly (Johnson 2011, 20).

The example of insurance suggests that the business of digestion is very
much incomplete and plagued by huge uncertainty. While the (re)insurers
are publicly proclaiming the need for and their commitment to improved
risk modelling, and while they have remained profitable so far despite the
ballooning costs, the best valuations of even the most straightforward effects
of climate change remain ambiguous. Nonetheless, (re)insurers have a clear
material interest in calculating the distributions of “negative value” threatened
by climate change and so are active participants in the process of digestion.
Riddled with problems though it is, the representation of climate change’s
consequences as value at risk is becoming a widely used frame for the politics
of climate change.

Cat Bonds

(Re)insurers are not the only ones trying to turn a profit off of the quantifi-
cation of climate change. Catastrophes and extreme weather have burst the
boundaries of insurance markets and made the leap into global bond markets.
The global pool of capital operative in insurance and reinsurance is about
$350 billion to $400 billion. That sounds like a lot, but one Hurricane Katrina
costs about $60 billion, so a few of those in a year can seriously strain, or
even break, the market’s capacity to adequately spread risk. Hence the more
recent turn to getting financial and bond markets to shoulder some of this
risk by designing new financial instruments based on insurance, known as
insurance-linked securities. In terms of climate change risk, the key instru-
ment is the catastrophe bond, or “cat bond” for short. Cat bond issuance is
about $28 billion to date, though the rate of growth has not been steady. The
market originated in the 1990s, grew very quickly in the early 2000s until
2007, collapsed in 2008-9, grew steadily if not spectacularly until 2014, and
then dropped moderately until 2017.

Cat bonds work as follows. If you have, say, $200 million lying around
looking for a decent return, you can opt to make a bet that a particular event—
in this case, a catastrophe of some kind—is not going to happen in a particular
place over a particular period of time. If indeed it does not happen, you get
a pretty good return—38 or 9 percent. If it does happen, you lose a portion or
the entire amount invested, which goes to whoever issued the bond (usually
an insurer) in order to help them cover their losses. The triggers vary among
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bonds: it could be an actual weather event, or an indemnity amount, or a
mortality index, or an industry loss. As an example, you might bet that a
named storm on the eastern seaboard of the United States is not going to
surpass a certain storm surge high-water mark. If during the relevant window
of time a storm surge does go over the threshold, the bond issuer uses your
money to pay off claims. If not, you are sitting on a healthy return, based on
the premiums paid by the insured (plus an additional return on the prin-
ciple, which is usually invested during the relevant period of the bet). Of
course, constructing these offerings requires a substantial amount of digestive
labour—transforming a possible future weather disaster into a price-bearing
commodity that can be bought and sold. Companies such as RMS and AIR
(Applied Insurance Research, another Verisk company) provide the risk
analyses that form the bases of cat bond offerings. Through this work, the
catastrophic consequences of climate change appear to be financially tamed.
Havoc gives way to the orderly world of probability and price.

The risk analyses that form the substance of the bonds are in some ways
very sophisticated, and each bond circular provides an incredible amount of
detail to potential investors about how measuring gets done (for example, what
kinds of gauges are used to measure the height of the storm surge, and where
they are located, and how they work) and about the simulation modelling
that predicts the indemnity. However, as sophisticated and as high-resolution
as the models are, the translation of disaster into value still occurs through
the classic definition of risk as the probability of a hazard multiplied by the
consequences—in dollar terms, of course. The first part of that equation, the
actual probability of the trigger events themselves, remains rooted in historical
data—data that, as we have seen, are unlikely to have much actual predictive
value as climate change sets in. This may help to explain the frequent disclaim-
ers in bond circulars about the irreducible uncertainties involved.

Is digestion a technique of revelation or obstruction? Here I want to avoid
decrying the “violence of abstraction” or presenting a blanket critique of
reductionism through modelling, because abstraction and reductionism are
key aspects of how humans think. We categorize the world in order to make
sense of it, and we must abstract from specificity in order to discern patterns.
These general abstractions then form the basis for explorations of their differ-
ent, historically and spatially specific, forms, as well as the fuzziness of their
boundaries. Rather than critiquing abstraction and representation, we need to
pay attention to who creates our abstractions and for what purpose, whether
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they misrepresent the world, and whether they are used to remake something
in the image of the abstraction. We need to ask, do our models of the world
become models for the world? Moore (2017, 182-83), looking at cartography’s
role in empire, has (after Donna Haraway) called this capitalism’s “God trick,”
namely, “to re-present the world in ‘objective’ form. This trick accomplished
two big things: it concealed capital’s desire for domination under the guise
of objectivity, and in the same breath, it enabled the practical tasks of world
domination.” Part of capital’s response to climate change has been to engage
in a new round of cartography and representation. What do the new maps
reveal, and what do they hide?

Leigh Johnson (2011, 98) asks the crucial question of “whether model
output can be rendered in terms other than the expected loss of exchange
value” If it cannot, it is a technique of obstruction, since it allows the politics
of climate change to occur only in the register of the market, at the level of
the firm or the individual responding to changes in relative values and prices.
Given the uses to which modelling has been put—notably, not attempting
to minimize the aggregate production of “negative value” but positioning
firms strategically within its distribution over time and space—its outputs are
forced to speak in the language of exchange value. Importantly, this realization
should move us away from targeting the modellers, the scientists, and the
“experts” who generate the numbers as the problematic and powerful actors
and force us to recognize that they produce what a market-based system
demands. They are (highly paid) workers producing a product whose gener-
ation is driven by the systemic requirements of capitalism. (Re)insurers and
investors, who are increasingly positioned as the key actors in any kind of
transition to low-carbon economies, can only speak the language of price. In
this way, taking the metaphor of digestion one step further, we might speak
of “autocoprophagia”* This might be more apt because not only does capital
dedicate energy through the social allocation of labour to producing what I am
here comparing to feces, but it also goes one better and consumes it, closing
the circle. Capital must produce streams of numbers, turning qualities into
quantities to represent risk, hazard, and opportunity, and then treat those
same uncertain quantities as real and credible enough to consume—to plug
into calculations and algorithms that in turn condition the pricing of real
assets and commodities and that therefore condition landscapes, socio-natural
relations, and the fortunes of human and non-human lives.
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The work that goes into turning qualities into quantities not only cre-
ates a passive representation. In some cases (as with insurance products
or carbon credits) it actively produces new commodities, instead of just
enabling their production. The numbers so created form, for example, the
actual substance of the financial commodities generated as capital’s primary
market-based responses to climate change. Johnson (2013, 35) points in this
direction when she claims that “a bond does not become a tradable com-
modity or income stream unless and until it has been modeled and assigned
an expected loss” In the case of capital’s digestion of climate change, actual,
specific, and differentiated forms of danger (in this case, the capacity of
weather to destroy value) must be transformed by labour into exchangeable
packets of risk—a transformation that Brett Christophers (2016) argues is
constitutive of the commodity. That is, it is the translation of physical or
political risk into exchangeable, abstract risk that allows the commodity to
bear value.

The generation of these abstractions is part of a historical progression
rather than a complete novelty or a sudden break. Cartography, account-
ing, botany, and zoology, among other forms of intellectual and abstracting
labour, made aspects of the world—land, labour, energy, species—more
easily available, or available at all, for appropriation and for capitalization
(Moore 2015a). According to Christian Parenti (2015), this is what makes
analysis of the state so important to understanding the metabolic relations
of capitalism. States are, in his view, “crucial membranes” in this relation-
ship because they are responsible for delivering to capital the use values of
extra-human nature. While states do indeed serve this function, it is increas-
ingly also undertaken by private consulting firms, as discussed above.

As climate change is digested, it is depicted as a map of values (both
negative and surplus) unevenly scattered over time and place, and each cap-
italist’s primary interest is in placing him or herself strategically within that
matrix. Indeed, the very characteristic of the catastrophe risk mentioned
above, that “no mass of information will help us pinpoint the precise when,
where, and how of the coming havoc” (Cooper 2008, 83), is precisely the
basis of an insurance market in which actors bet on and hedge against the
uncertainty of when, where, and upon whom disasters will fall. Capital,
in the face of the increasing certainty of large-scale damages from climate
change, chooses not to maximally preclude the source of harm, or do what
can be done to spare human and non-human life from catastrophes we know
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will result (by leaving fossil fuels in the ground, for example), but to place
itself advantageously within the “havoc” to come, minimizing costs relative
to competitors and finding new spaces for valorization.

How does this change the policy environment around climate change?
What happens to our understanding of the problem? At issue is not the act of
quantification itself. It is the open question of whether capital’s way of seeing
climate change becomes the way that we all see climate change—whether the
models’ output, expressed as expected exchange value, dominates our view
of both the problem and our responses to it. While the claim made in favour
of this is that it makes climate change “visible,” we need to bear in mind
that climate change is already visible to billions of people. People see and
experience it through water scarcity, rising sea levels, storm surges, wildfires,
and typhoons. I'm sure that non-human life experiences it as well, though I
cannot say how. It is only capital that cannot see these things until they are
translated into value terms. The rest of us already get it. The much more basic
mathematics of the carbon budget inform us that we must begin a rapid
process of transition to zero carbon economies, which involves leaving fossil
fuels in the ground. Failure to do so will mean that the suffering already
being experienced bodily in many different ways will be hugely amplified.
However, through digestion—a supposed act of revelation—the complex
entanglements of social and “natural” relations that actually make up the
world we live in are, in their qualitative dimension, lost. The actual conse-
quences of climate change for human and non-human life—hunger, thirst,
sickness, extinction, homelessness, death—are obscured, replaced with
streams of expected value expressed ultimately as price. Human suffering,
species loss, the erasure of particular kinds of landscapes in favour of others,
all of this vanishes under the streams of numbers that are the only actionable
information markets can handle, since they are the among the abstractions
upon which exchange rests. Representations of the world and the construc-
tion of problems (Is the problem the floods, or threats to supply chains?)
always suggest a specific politics and therefore limit or preclude others. It
is only if we move the politics of climate change and transition out of the
exclusive register of the market that it might be guided by principles like
justice, democracy, or survival understood as non-commensurable with

other “values”

Landscapes of Risk 107



Notes

1. “Our Work,” ND-GAIN, University of Notre Dame, n.d., accessed November 6,
2019, https://gain.nd.edu/our-work/.

2. “Rankings,” ND-GAIN, University of Notre Dame, n.d., accessed November
6, 2019, https://gain.nd.edu/our-work/country-index/rankings/ (scores are for
2017). Canada ranked sixth on the “vulnerability” scale, but it was in eighteenth
place in terms of “readiness.” For information about methodology, including
the indicators used, see the “Technical Document,” https://gain.nd.edu/
assets/254377/nd_gain_technical_document_2015.pdf.

3. Home page, Four Twenty Seven, n.d., accessed November 6, 2019, http://427mt.
com/.

4. Inasmuch as one can be thankful for having knowledge of this phenomenon, I'm
indebted to Jeff Masuda for introducing me to it and suggesting its metaphorical
uses. For those of you who have been spared up until now, coprophagia is the

consumption of feces.
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4  Who Owns Big Carbon?
Mapping the Network of Corporate Ownership

William K. Carroll and Jouke Huijzer

Advocates for continued expansion of fossil fuel production tend to represent
the carbon-extractive sector as a “black box,” out of which flows what Matthew
Huber (2013) aptly describes as the lifeblood for our consumer-capitalist ways.
In addition to powering our cars and homes with the “buried sunshine” of
carbon energy, the black box, these advocates claim, provides jobs and income
for legions of workers. According to this narrative, all Canadians benefit from
the production and consumption of fossil fuels. Yet the carbon-extractive
sector is actually a complex of corporations, each owned by specific moneyed
interests who claim the profits and are the central beneficiaries of sectoral
activity. In this chapter, we look inside the black box to identify the invest-
ors who own substantial share blocs in Canada’s leading carbon-extractive
companies and who have the most compelling stake in continuing to expand
fossil fuel production. Aided by a network analysis of ownership relations, we
offer several views of the powerful interests that dominate carbon-extractive
activities in Canada.

In mapping who owns and controls Canada’s fossil-capital sector we
identify which agents have both an inferest in the sector’s continued growth
and the economic power to shape the future of that sector. This in turn raises

This chapter was first published as a Corporate Mapping Project report (Vancouver:
Canadian Centre for Policy Alternatives, BC Office, 2018), under the title “Who Owns
Canada’s Fossil-Fuel Sector? Mapping the Network of Ownership and Control” It is
reprinted here, with minor revisions, by permission of the publisher.
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the question of how ownership of corporate shares confers economic power
upon certain agents. As mentioned in this volume’s introduction, the par-
celling of share ownership offering limited liability to investors is integral
to corporate capitalism and to its structure of economic power. Each share
is a title to part ownership in the company, entitling its owner to a por-
tion of profit (as dividends) and a vote at the annual general meeting, at
which the board of directors is elected and key policy proposals (including
mergers and acquisitions and shareholder resolutions) are put to the vote.
Who owns those shares is thus of great consequence. Although most cor-
porations are not listed on stock exchanges—their shares are privately held
either by persons, states, or other corporations—the shares of many of the
largest corporations are publicly traded and thus distributed among multiple
owners, including wealthy individuals, other corporations, small sharehold-
ers, and institutional investors. The last category, whose shareholdings have
increased with the financialization of capitalism (Durand 2017), includes
banks and life insurance companies, pension funds, asset managers, and
hedge funds.

According to some scholars, the dispersal of corporate shares among
many investors dilutes the power of capital owners, leaving salaried man-
agers in charge. In their classic analysis of the “managerial revolution” in
the largest US-based corporations, Adolf Berle and Gardiner Means (1932)
discerned such a trend, portending a separation of owners of capital (mostly
small investors) from actual controllers of capital, namely, professional man-
agers. In the 1950s, Rolf Dahrendorf (1959) and other sociologists argued
that this separation of corporate ownership and control had brought about
a “decomposition of capital,” as the owners of capital no longer controlled
corporate business. Yet scholars soon demonstrated that there was (and
still is) reason to question the validity of these accounts (Scott 1997). For
the vast majority of corporations in Canada and elsewhere, whose shares
are not listed on stock exchanges, one owner or a few associated investors
wield absolute strategic power over the corporation. But what of the largest
corporations, most of which issue shares that are publicly listed on stock
exchanges? In these cases, it is typical for the wealthiest of investors to amass
strategic blocs of shares. By holding, say, 10 percent or more of a company’s
shares an investor can (if the rest of the share capital is scattered among
many small investors) control a corporation whose capital is many times
greater than the value of the shares held. This further concentrates corporate
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power in the hands of people and corporations that assemble such blocs.
Strategic control refers to the ability to control the composition of the board
of directors based on ownership of such blocs.

In Canada, beginning with John Porter’s research based on data from
1960 (1965, 591-95), studies have consistently shown that most publicly traded
corporations are controlled by individuals, families, and other corporations
(Niosi 1978; Morck, Strangeland, and Yeung 2000; Carroll 2004). As William
Burgess (2002, 249) noted, “the Canadian corporate network is character-
ized by the large degree of majority or strong minority control, and by the
incorporation of many firms within larger corporate groups,” whether the
controlling interest be a family or another corporation. In a study of corporate
ownership and control in Canada conducted more than a decade ago, Yoser
Gadhoum (2006, 180) reported that, among 1,120 Canadian-controlled cor-
porations whose shares were publicly listed on stock exchanges at the time,
56.17 percent were ultimately controlled by wealthy families, while only 17.79
percent were without a clearly identifiable controlling interest.

Economic Concentration and Foreign Control

Economic concentration and the foreign control of Canadian corporations
are key issues in understanding who owns Canada’s carbon-extractive sector.
Overall, the Canadian economy is dominated by a relative few giant corpora-
tions, into which the lion’s share of capital has been concentrated. Economist
Jordan Brennan (2012, 19, figure 5) found that in the half-century after 1960,
the share of total net business profits in Canada claimed by the sixty largest
firms listed on the Toronto Stock Exchange grew from 35 percent to an aston-
ishing 60 percent. In 2000, slightly more than one million Canada-based
firms reported under the Corporations Returns Act. Of these, just 1,434 (0.139
percent) were large enterprises (revenue greater than $75 million), yet they
claimed 45.69 percent of all corporate operating revenue. By 2017, the total
number of corporations had grown to 1.8 million, of which large enterprises,
now numbering 2,979, constituted only 0.165 percent but garnered 48.86
percent of revenue.’ Concentration in the oil and gas sector is especially pro-
nounced, as we show below.

A related concern is whether ownership and control is lodged within
Canada or in foreign domains (and if the latter, where). In Canadian studies,
a pivotal issue has been the role of foreign-based centres of strategic control
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in structuring corporate power within Canada. Concern about high levels of
foreign control in key sectors, including oil and gas, goes back to the 1956-57
Royal Commission on Canada’s Economic Prospects, and although levels have
fallen since then, the issue retains salience. Kari Levitt (1970) identified high
levels of foreign control as a threat to Canada’s economic sovereignty, the seeds
of what she projected would be a bitter “harvest of lengthening dependency”
But a large body of research has pointed to the success of Canadian capitalists
in maintaining their own positions and even expanding internationally (Niosi
1981; Carroll 1986; Klassen 2014; Kellogg 2015). In an era of capitalist globaliz-
ation, each local capitalist class cedes some control of its home market but as
quid pro quo is able to accumulate capital more effectively outside that market,
in a multilateral cross-penetration of capital (Carroll and Klassen 2010). One
indisputable fact in all this is the strong alignment of foreign ownership with
economic concentration. As of 2017, 0.615 percent of all corporations based in
Canada were foreign controlled (down from 0.751 percent in 2000), but these
firms earned 27.54 percent of all corporate revenues (down from 29.72 percent
in 2000). Foreign control is concentrated among the Canadian subsidiaries of
giant transnational corporations, which themselves tend to be big compan-
ies. In 2017, among large enterprises (with revenues exceeding $75 million),
foreign-controlled firms comprised 39.07 percent of companies and 41.52
percent of revenue.> Similarly, as of 2015, foreign-controlled firms operating
specifically in oil and gas extraction and in supporting industries accounted
for 39.5 percent of revenue and 44.3 percent of assets, with enterprises based
in the United States (39.0 percent) and the European Union (24.3 percent)
together owning a majority of all assets under foreign control.?

In this chapter, we focus on the investors that own substantial share blocs
in the leading carbon-extractive companies in Canada. The analysis offers sev-
eral views of the powerful interests that dominate carbon-extractive activities
in Canada. This chapter has four objectives:

o to identify who owns the lion’s share of the carbon-extractive sector and
to track trends in overall ownership over a recent five-year period

« to provide an overview of the mechanisms through which significant
shareholders—corporate, personal, institutional—wield strategic
control over individual corporations in the sector
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o to map, more closely, the key ownership relations that tie the largest
corporations in the sector into a national and transnational network of
corporate power

« to take up the implications for our understanding of corporate power
in Canada’s carbon-capital sector.

Who Owns the Largest Players in the Sector?

To identify the ownership interests that dominate in Canada’s carbon-extractive
sector, we selected 103 carbon-extractive firms that numbered among the lar-
gest fifty in Canada at some point between 2010 and 2015 and identified their
shareholders in each year. (For details on our methods, see the appendix at the
end of this chapter.) Longitudinal analysis is of value here because Canada’s
carbon sector has been in the throes of ongoing capital restructuring. After
the financial crisis of 2008, oil prices were subject to tremendous fluctuations,
reaching a peak in 2011 and then crashing to unexpected lows in 2014 before
a partial recovery. As a consequence, companies saw much of their revenues
vaporize, and some struggled to keep their businesses afloat.

We identified a total of 1,061 owners with substantial holdings in one or
more of the companies within the window under examination, with the total
number of identified owners in any given year varying from 459 in 2010 to 595
in 2015. To determine how large a share of total annual sectoral revenue each
owning interest claimed in a given year, we first aggregated the annual rev-
enues of all the carbon-extractive companies in our sample and calculated the
percentage of total sectoral revenue that each carbon-extractive firm claimed.
For each owner, we then multiplied the percentage of shares that the owner
held in each carbon-extractive company by that firm’s percentage share of
total sectoral revenue. Summing these values for each owner, we determined
what percentage of the entire sector’s revenue each owning interest claimed.*
If, for example, a company is responsible for 4 percent of the sectoral revenue,
and 5 percent of its shares are owned by one owner, such as Royal Bank of
Canada (RBC), that stake gives the owner 0.2 percent (that is, 5 percent of 4
percent) of sectoral revenue overall. As can be seen in table 4.1, in 2015, RBC’s
holdings in the companies in our sample gave it a 3.83 percent share in the
total sectoral revenue that year.
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Table 4.1. Leading owners of Canada’s oil and gas sector

2010 2011 2012
Control Share Control Share Control  Share
Top 10 owners 28.0 26.1 31.0 26.8 28.1 25.6
Top 25 owners 43.0 40.9 49.0 44.4 45.8 423
Top 50 owners 522 49.9 58.5 53.9 55.9 523
Largest owners Rank Share Rank Share Rank Share
Exxon Mobil Corporation 1 6.59 1 4.9 1 6.98
Royal Bank of Canada 3 2.97 3 3.21 2 3.23
Desmarais Family Residuary Trust 4 2.6 4 3.04 5 2.31
Blackrock Inc. 2 3.72 2 3.75 14 1.16
Capital Group Companies Inc. 7 2.07 8 2.17 7 2.1
Toronto-Dominion Bank 8 1.96 1 1.74 10 1.87
FMR LLC 6 2.17 9 213 8 1.94
Royal Dutch Shell PLC 9 174 7 227 6 2.15
Bank of Montreal 5 2.26 10 1.91 1 1.85
CK Hutchison Holdings Ltd. — — 6 2.59 4 2.45
Bank of Nova Scotia - 10 - 171 - 12 - 1.63 12 176 ------------
L.F. Investments Ltd. — — 5 2.72 3 2.56
CIBC 14 113 16 1.21 13 1.52
Korea National Oil Corporation 12 1.5 13 137 9 1.88
Province of Québec 13 1.23 15 1.24 17 0.97
Jarislowsky Fraser Ltd. 1 1.56 14 135 15 1.12
Franklin Resources Inc. 28 0.51 23 0.66 19 0.83
Keevil Holding Corporation 15 1 18 1.05 18 0.95
Sentgraf Enterprises Ltd. 24 0.6 28 0.57 16 1.07
Trencap LP 16 0.81 19 0.86 21 0.8
Spectra Energy Corporation 19 0.69 17 114 20 0.81
Wellington Management Group LLP 20 0.66 21 0.73 25 0.59
People’s Republic of China 18 0.75 20 0.78 22 071
Invesco Ltd. 25 0.58 27 0.59 23 0.66
Government of Canada 22 062 25 061 24 06
Concerned Parents and Teachers of 21 0.66 24 0.62 26 0.59
Wycocomagh and Area
Norway 31 0.42 32 0.43 31 0.51
Goldring Capital Corporation 17 0.77 22 0.71 28 0.55
Chevron Corporation — — — — 27 0.57
Manulife Financial Corporation 33 0.39 33 0.43 40 0.33
Vanguard Group Inc. 240 0.01 84 0.12 65 0.17



2013 2014 2015
Control  Share Control Share Control Share
20.6 27.1 28.4 26 27.8 25.6
48.3 44.7 46.8 43 44.6 40.7
57.3 53.8 56.0 52.2 53.6 49.7
Rank Share Rank Share Rank Share
1 6.99 1 7.03 1 6.92
2 3.41 2 3.47 2 3.83
7 2.19 3 234 4 2.26
3 3.23 13 136 12 1.44
9 2.05 10 1.96 3 2.90
8 2.06 5 2.31 5 2.22
10 1.9 7 2.1 8 1.86
6 2.21 8 2.08 9 1.66
1 1.9 9 2.07 7 1.91
5 2.4 6 224 6 2.07
----- 1-2 1.79 1 1.88 10 146
4 2.52 4 234 — —
14 1.49 12 1.52 1 1.45
13 15 16 1.02 147 0.05
18 0.94 17 0.97 13 1.26
23 071 24 0.65 2 0.64
16 1.05 14 1.22 14 1.04
19 0.8 23 0.67 19 0.88
15 1.07 21 0.74