University of Windsor

Scholarship at UWindsor

Electronic Theses and Dissertations Theses, Dissertations, and Major Papers

1973

Continentalism versus nationalism : the politics of oil and gas.

Catherine. Fellows
University of Windsor

Follow this and additional works at: https://scholar.uwindsor.ca/etd

Recommended Citation

Fellows, Catherine., "Continentalism versus nationalism : the politics of oil and gas." (1973). Electronic
Theses and Dissertations. 1562.
https://scholar.uwindsor.ca/etd/1562

This online database contains the full-text of PhD dissertations and Masters’ theses of University of Windsor
students from 1954 forward. These documents are made available for personal study and research purposes only,
in accordance with the Canadian Copyright Act and the Creative Commons license—CC BY-NC-ND (Attribution,
Non-Commercial, No Derivative Works). Under this license, works must always be attributed to the copyright holder
(original author), cannot be used for any commercial purposes, and may not be altered. Any other use would
require the permission of the copyright holder. Students may inquire about withdrawing their dissertation and/or
thesis from this database. For additional inquiries, please contact the repository administrator via email
(scholarship@uwindsor.ca) or by telephone at 519-253-3000ext. 3208.


https://scholar.uwindsor.ca/
https://scholar.uwindsor.ca/etd
https://scholar.uwindsor.ca/theses-dissertations-major-papers
https://scholar.uwindsor.ca/etd?utm_source=scholar.uwindsor.ca%2Fetd%2F1562&utm_medium=PDF&utm_campaign=PDFCoverPages
https://scholar.uwindsor.ca/etd/1562?utm_source=scholar.uwindsor.ca%2Fetd%2F1562&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:scholarship@uwindsor.ca




L
- ~

L]

CONTINENTALISM VERSUS NATIONALISM:

B . - THE POLITICS QF OIL AND GAS

/o | TR

+

Submitted to the Department of Political Science
‘ of the'University'og Windsor in partial
fulfililment of the requirements for
' the degree of )
Masters of Arts

L]

ISl

by .
Catherine Eellows-

~J

-~

Faculty of Graduate Studies

1973

\



.
" A -2 .
.
a
. -
A -
- D . a
. o
.
.
D
4 »
. ) .
r -
e '
; . .
v
. o
. . . .
’ . .
) .
.. s
A
.
-

p e e m e i st

.
Y s
XV e A
g™ Aol e B
T
o . '
i ¥
\ . .
N -
, .
B
s : . L}
Jun -
- v
. '
o
P .
IR
"—
.
\
. X .
-
- -

N " 1 -
) g .
E \ e N
- M > .
~ . i
- . .
P . . .
' - Te
.
. ) "
I L}
. . Ve , .
) ' . ' '
. . -
P ;s ) )
’ r ay -
.
v 4 .
~ . - .
- . - = A
- . N
' - *
——— N (1) - l“ N 5 .
. , . ‘ '
< .
H . .
. .
. . . '
. P
a . . .
. -
N .
\_/ . .
. Lo
. / ,
. ) -
« . \ ) .
S .
' hY ’ . .
. , .
.
i 1 .' " a
. . )
- -
. L . .
. ‘ ) .
. .

. v . '@thhérinelFe]ié‘}s 1973 : | - B

- : ' v B ) -

. . x . A .
o I . .
T 5
E . - . zf:f‘
. . L ‘
' i .,,‘;.'—‘ )
: ' Aﬁkﬂ' ‘
1176840 s
. ' . -
\ . ‘ \ o K Y



o

]
.
L]
9

-
v
-
-
.
n

LS




° 7 ABSTRACT . .

s -

// The prlmary pPurpose of thlS thesis- 1s to demonstrate

L] .

that the proposals made by the Canadlan ﬁatronallsts offer
the most effectlve solutlon to the problem of the deter-
mlnatlon of ‘a natlonal energy pollcy for Canada. ThlS

will be done by examlnlng three“pollcy alternatlues o&e\t
alternatxve would be to malntaln the present p01101es. ’ K
The second alternatlve would be to- adopt a contlnentallst
9051t10n, Wlth free energy sharlng 1n energy resources
The thlrd alternatlve would be to adopt a natlonallst ;
_ p031t10n, and a pollcy which would place prlmary emphaSLS
. on the returns to Canada from the exp101tatlon of Canadlan
| enerqgy resoUrces. This comparlson will be made.w1th the

cbject 'of show1ng that the natlonallst proposals offer the

best guldellnes for energy pollcy determlnatlon.

Vo

ii



ACKNOWLEDGEMENTS

I would lake to take this opportunlty to express my
4

'gratltude to a number of people ‘who were of major 1mportance
I

to me in my efforts to complete thls the51s. Flrst I

L4

would . partlcuﬁarly 11ke to thank Dr. Lloyd Brown-John for

‘his constant support and encouragement throughout the Year

in which I rote thlS paper. Hls a551stance and backlng

. was 1hstrumenta1 to the completion of thlS work. I would

.f

also like to thank Dr Ron Seale ‘of the Deoartment of
Geography wlose 1n31stence on deta11 and whose knowledge
of energy matters in general was 1nva1uable Dr. Ron
Wagenburg, Professor R Krause, and Dr. Terry Keenlny51de,

who all gave encouraggkent and-made helpful suggestlons,,

jall*deserve a 51ncere vote of thanks. T

One Ather person made a spe01al contribution to- thlS

LS “

-thesis Mﬂ husband John, whosesunendlng patlence and

.falth dn my ablllty, kept me. go;ng throughout my whole

0’\

Master"k Year, and I -can never thank h1m enough. It is to

“him, w1th my Grandmother, that I dedicate this work.

e

.

iii



-,

ABSTRACT . . . . .
ACRNOWLEDGEMENTS X
LIST OF TABLES -, -
LIST OF_TAE#éé;J'
LIST OF TABLES -

LIST OF CHARTS . .

INTRODUCTION . . .
Chapter S
I Background

II~ Formation o
: 0il and G
III

Ty

v Nationalism

CONCLUSION - “, . . s

TABLE OF CONTENTS

APPENDIX I . , ., .

- 0il and Gas in Canada -

f a
as

“Continentalism

A

APPENDIX T . -, . :fi .
APéENDIX‘II;A.T. .
BIBLIGGRAPHY . . - !,
VITA AUCTORIS. . . ., .

E

-o.-.-'.--.-

APPENDIX IT - . . . . ..
\

National 0il Policy

».'s L - - -
. - - - -« - - - -« =
- o - - . . . - - .
- - - - - - - - - -

'

- - - - - - - - - -
- L] - - - o - - - -
. - - - - . - - L)
. = - - . . - -

iv

e

»
.o i
. . idid
. . v:
L 5
oviE
. Wviii
C.a
.. 15
.. 38
.. 62
. . 90
< . 123

\
. 129
. . iﬂq
. . 159




. Distribution’bylSource - 1925 and 1965 .

III

Iv

VI
VII
VIII-

IX.

XI
XIT
XIIT

X1V

' Canadian Production ~ 1871

{a) Vélue_of Prodﬁcers Sales. .", . .-

(B) Percentages . ., . . e

' Canadian Production, 1980, . . e e e

. LIST OF TaABLES '

- a r - « ' - - - -
v

World Energy Production, Percentage

(B) - Value of Producers Sales by Province. . .

Statement of Estimated Revenue, Expenses
and Retained Earnings, 3

+
L] - - - - - - - - - u

(a) 1971 Ket Cash‘Expendituresiof thei

Petroleum Industry. R

- . ‘e -
» A

(B) Federal and Provincial Income. Taxes

Declared by Corporations, 1970. . ... .

Major Financial'Characteristics 6f'Corponations

in the Petroleum and Natural .Gas Industries by
Control for 1969 ang 1970, . . . .o 0

Provincial 0il Revenwes . . [ [ .. s
S s e

Provincial Revenues as a Percentage of e

Production'Revenpes. RIS I

Subsidiaries and Affiljates of Imperial 0il. .

Subsidiaries ang Affiliates of Shell Canada Ltd.

Subsidiaries ap Affiliates of Gulf 0il Canada
Ltdl - - .. L] I'--.‘ .‘ - l. - - - -

- - - - - - - - -
1

" Subsidiaries and Affiliates of Texaco Canada Ltd.

Production by Province, 1971 . . . * e e,

(A} Canadian Productioh, Export, Impoft and
Consumption, 971 ., . L. .« .

23a-

" 25a

25b

Zéa

' 26b

26¢c

28a.

30a’

30b
33a °
33b

33c
33¢

42a

45a

45b

" 74a



" Table

©XVI

XVIT

XIX,

" All Reporting Corporations = 1968 to 1970.

~ LIST OF TABLES - APPENDIX T

Proportion of Exports to Parents and

Affiliates Abroad, All Reporting Corporations
- 1968 to 1970 . . . . |

-

Dividends Declared and -Net Profits Earned,

Current Savings, All Reporting Corporatiéns:
- 1968 to 1970 . ... . ‘

- - - . - - - L] - - - -

Current Ihternal‘Tfénsactions with Residents

~ of the U.S. &nd Other Foreign Countries, 0il

and Gas Industry - 1968 to 1576, e e e e

LT

Current Transactions \with Parents and

Affiliates Abroad in +S. .and Other Foreign

Countries -.1968 to 1 0N 0 L. .. o a-

U.S. and Other Fo;@@gn;@ou
from All Countries, and:from\ Parents ang
Affiliates, Oil and Gas?ﬂndus_ry - 1970

. ‘ | ‘ X ]

1 ) 0 ’ -
Selected Sources of- Funds ﬁijm Residents of
n

N

* Total,Sales, Exports to the U.S§ and All

-~ 1968 to 1970 ... .-

Countries to Parents and Affiliates Abroad;
Imports from the U.S. and al1l Countries, and

ries,” from Canada,-

. 131
. 132

. 134

. 135

. 136

. 137,
138

to Parents and Affiliates, '0il and Gas Industry

L] - - L) - - L) - - - LAY - L]

.

vi

« 139



@

" Table

XXIV

XXV

Ownership of Refineries o e e .

LIST OF TABLES - APPENDIX II

Capacities of Operating Refineries . . .

Natural Gas Processing Plants in Canada.

- . - .

Ownership of Gas Processing Plants . .o/ '

»

vii

-

141 -

145

152

. 1547



. Chart

II

ITI

LIST OF CHARTS

h +

Selected InfbrmatioﬁlInputs into a
Decis_ionj-_Making Process . , .

Option One - Maintaining the Status Quo-

Option Two - Closer Integration . . .

Option Three - Canada First . e e e .
.
.’1\

PR
u o e
e
R 2
nt
A-"r:"x ’
LT R *
2
LotLe
S
" e -
S
T
M
- . .
~er-
. e
Ll R - ¥
) ’ .
-~
) >
.
"
o —r—— - -."‘\ -

=, s + « 393 .
-« + . 59a
.. . . . 64a

-+« ..90a

.
.
a -
.
. bR
P (et
Fa e
x )
L
'7// .



Py

INTRODUCTION |

quantlty and dlverSLty of 1ts natural resources Withrthe
\t\
development of these natural resources, it was hoped that

this potentlal wealth would be reallzed 1in concrete terms

for Canadians. Encouraged by succe351ve Canadlan govern-.

‘ments, investors at home and from other countrles partic-

ularly the United States 'undertook to extract‘and utilize

-the country's resources, for a*péoglt and to dlscover

and develop- new areas of natural wealth

In terms of the energy resource 1ndustry, ever-
1ncrea31ng capital inputs were requlred and the'intereSt_
of Canadlan entrepreneurs, in raising massive amounts of
capltal‘for resource development lagged behind that of
non-Canadlan busxnessmen. Consequently, a larger and
l;rger sllce of thls resource 1ndustry came under forelgn
economzc control or ownershlp. ThlS forelgn dom;natlon of

Canadlan energy resource 1ndustr1es was hlghllghted By a

crled out agalnst forelgn domlnatlon -of the" Canadlan economy,

_ and 1n partlcular, of the resource 1ndustry -

The mere fact of forelgn, or even Amerlcan, domlnatlon

of the energy resources of Canada 15‘only one aspect of m"

the overall questlon of the dlSpOSlthn of these resources

v . ' > . . -

- : . . LT

N

: resurgence of natlonallst fervour in the mld 1960' s, which

-
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-

in the 1nterests of the country and’ of Canadians. Within

ey

the United States, 1ncreased .costs and decreas1ng known

l

\&r\ reserves of 011 and naqpral gas have forced Amerlca to .

,L-look abroad for supplles ~of- energy resources,-and to

develop alternate sources of - energy for domestic use.
: Whlle Canada 1s close at. hand ‘and has had easily trans-

portable reserves whlch 1t was w1111ng to sell, Canada has

~

been able .to supply at least part of that Amerlcan need.

i NS All of these elements became embroxled in contro-

.versy Wlth the rise of natlonallst sentlment whlch in

» .7

large part centrean ound the ©il and gas segment of the
f r’.r

energy resource 1ndu§try. Two ‘major schools of thought
put forward 1deas to*deal w1th the problem of the utlllzatlon
of oil and gas resqurces. One proposed solutlon expressed
by many Amerlcans and a number~of Canadians, was a formal
or ad hqc contlnental energy pact whlch would Ccreate a
'_North American’ energy grld transcendlng international
"boundarles. The Canadlan natlonallsts, holdlng the tradl-'
tional, view ‘of the vast potent1a1 wea*;h canada mxght
receive from these resources, selzed upon this proposal
.as a further example of American encroachment In thelr
' _turn, the natlonallsts suggested 11m1t1ng or cuttlng off
= ;Amerxcan access to Canadian energy resources. T

n

It is.the purpose of this the31s to explore the

natlonallsm versus contlnentallsm clash ‘and the dlspute
revolving around‘the o;r'andmgas 1ndustry in Canada.
Partlcular emphasls w111 be placed on polltlcal aspects,

especxally Canadlan-hmerlcan relatlons and in Canada,

T } . ' ;T
T. . . .



3
F ' inter-governmental relatlons between the federal and pro-

" - .‘ A . . - L

- .¥incial governments. ' . - o
'; . The oil and gas industry is. partlcularly approprlate
:‘\ o - for study, since it is largely foreign-owned or controlled

='Also, trade bétween Canada and the Unlted States, in oil

] g e i
b

- o mbea®

. and natural gas, has been carried out on a large scale,
which makes these energy resources a key element in con-

t1nenta1 energy pact proposals.'

ThlS the31s Wlll demonstrate that natlonallsm has a

a

= ¥ .
_; - valld place in the manag ent of Canadian energy resources.,
To do:so, this paper wiﬁfmshowthat‘the following state-

ments-are correct:

o

1. The foreign owned and controlled oil and gas
1ndustry represents -an.oligopoly of multinational corpor-
¢ . atlons whose act1v1t1es show more regard for immediate

1 .

;J*'proflt than for- supplylng future and sometlmes present

Canadlan needs.

_ 2, The Canadlan money: markets and 0il and gas
~f . companies based in Canada generate sufficient funds to
et . maintain and expand tﬂe 1ndustry w1thout dependence upon

forelgn capltal

L

3

. - o 3. The oil and gas 1nduFtry is cap1tal ,intensive
o e : and a low level emplox\r N Ma]or long- term 011 and gas
sales to the United States result—;n hrgh levels of proflts
for the companles 1nvolved ‘while creatlng few. 3obs in
Canada. ) _ _ V

4. .Tar concessrons, royalty, land sales and 1easrng

rates in Canada are lower ‘than those in nearly .every other



. e
. 4 s N
nation Qith sizeable oilkand gas interests.;“The return

, to the Canadian economy from the depletion qf these non-

e renewable resources, in 1nternatlona1 terms, is low.

5. Canada lacks a viable natlonal energy policy.

This flve-pOLnt outllnen_lf proven correct, w1ll

-

show that an internally controlled Canadian o0il and gas

_?_h““f‘“*‘*~indn&££xei§ﬁii) necessary; (2) viable; (3) -in Canada's best

economic ;nterests.

To clarify these points it is necessary first to give -

S ‘ : o ' .

a brief explanation of some of the recurring themes which

are of major 1mportance to the understandlng of the e

fOllOWlng work. While all of these terme'wlll be discussed
at some length in the body of'the paper, 'a base of clarific-

ation is included here as a prellmlnary explanatlon.

.

The two ba51c concepts runnlng through the paper deal
with natlonallsm" and contlnentallsm. ’ In terms of the
discussxon natlonallsm" means the be11e£~that forelgn

control of all or’a partlcular segment of the Canadlan

.

economy is a threat to Canadlan economlc and polltlcal

‘-.

lndependence. A corollary belief to thlS is that Canadlan

control of all, or those particular segments of the Canadlan'

economy, 1s‘both possible and-advisahle;

The second term, ”continegtalism; is the bellef that,
' in certain sectors of economy and defense thewhnterests and
welfare of the people of Canada and the United States are
better served by acting in concert than by actlng separately.

A free sharlng of’ goods and resources for the beneflt of all

the people is necessary to maintain the growth and develop-

‘o ) . %

Cl -

4R



5 T
ment of.the ﬁorth American power bloc. A "continentalism
energy pact," either as a package deal or a number of
-arrangements- is the term given to.a varzety of progects.
whlch were put forward in the mid-1960's. a contlnental
.energy pact would‘racilitate the flow of North American
~energy snpplies to meet North American demands; Those
flowe would be unimpeded by tariffs, quotas, emgargoes, or
,any other obstacles to free sharing of energy resources.
‘Since the focus for both the nationalism and contin-
entalism dlscussed in thlS work centres -on the subject of'
energy, this is the next - major term which must be defined.
A distinction should here be made between prlmary and ‘
secondary energy sources. Prlmary sources supply energy !
"dlrectly,'and 1nclude thelf0531l fuels, oil, gas, and coal,

as well " as nuclear- electr1c1ty and hydroelectrlc povex.

-sources for eventual consumption.”'Thus, electricity-
be from prlmary energy sources dlrectlyr as is the case of

nuclear and hydroelectr1c1ty, or may be secondary when )

produced from the prlmary fossil fuels.

In a publlcatlon prepared for the Royal Commission on

Canada s Economic prospects,.tltled Canadian Energy Prospects, ifﬂ

actual and potential energy resources were discussed 1n'
. terms of Canadian consumptlon and _production of "energy"*
or power.. | N ‘
Three of these remaln as mlnor today as they were

' when the report was publlshed‘&n 1957,. The flrst was fire-

- woog, whlch then accounted for less than five per cent of

[
-



as the Passamaquoddy, to create power. To date, it has e

6 .

all energy consumed in Canada, much of that in Québec and

[

New Brunswick. The second energy source is as'yet an

,unexplored one: tidal power. This would utilize the'

) partlcular geographlcal features of Marltlme rivers, such

not been deemed fea51ble. The third minor energy sourcef
in Canada, also speculative, is solar power. While it o
could be used only as a supplementary source of power in

<,

many parts of the world 1nclud1ng Canada, because the sun's y;

‘rays come in at such an oBlique angle, so as to_mlnlmlze

their potentlal power, overall costs-of creating power from
solar enerqgy gre prohlbltlve for the foreseeable future.
Fortunately, since none of these sources seem pro- ' o

mising for Canadlans, there. are-a number of other enerqgy

. resources in Canada avallabIe for mass consumptlon. The -

first of these 15 coal. Like fuelwooq, the use of coal has \

suffered a relatlve decline. Although absolute flgures

.prOJected by the Natlonal Energy Board in’ the analysxs,

Energy Supply and Demand in Canada and Export Demand_for“

Canadlan Energy, 1966 to 1990 estimate that coal productlon

will "1ncrease 51x—fold between 1966 and 1990, "l asg 81gn-
ificant mining operations are undertaken in the western

proyince3$ the.relatave 1mportance of coal as armn’ engrgy

‘resource is on the wane., | o

&.‘ P . - - .' . !_-r-‘-‘_\ .
' Canada, National Energy Board, Energg Supply #ng .

‘Demand in Canada and Export Demand for Canadian Ener .

1966 .to 1990, {Ottawa: Eﬁueen's Printer, I§3§5, pP. Ig N



7 ,
Althgngz the use of coal as a ma]or\energy resource

is diminishing, in comparison with the utilization of other
energy resources, the second of the major power sources,
electrical power, is increasiny in relative and absolute
importance The use of electrical power w1ll Jump from '
supplying fifteen to ~thirty per cent of Canada s power '
-needs between 1966 and 1990. One source of electrical power,
though presently of minor importance, is nuclear power.
Although Canada has had consrderable success wrth .the’ CANDU? .
reactor, .problems in supplying the heavy water needéd’ for

the production of nuclear power, by these reactors, have R

limited 'the expan51on of this potential power rource

—_—— n

There are two sources of enerqgy whlch are suffering
from no lack of utilization._ Petroleum and natural gas
rank first and second respectively in energy consumption
in Canada, and- wrll‘do so for some time. Natural gas Wlll .
have an ever~1ncreasrng share of the Canadian energy market,
.as emphasrs swrngs torthe use of low polluting, "clean" gas.
By 1990 natural gas will supply over thlrty per cent of
Canadian needs. This represents an 1ncrease of about
'fifteen per cent in re51dent1al and’ commerc1a1 sectors, and
.. gas will surpass oil as the main energy resource of the

industrial sector by 1990.

. However, the major single source of enerqy in

CANDU is'a term derived from ggnadian"
"deuterium, ™ or heayy»w@ter, a, modera ng agent in the
nuclear chain reaction

SCanada, National Energy Board op. cit., p. 7.

"f * - 'J



'Canada at‘present is supplied by the 011 rndustry. This
1ndustry prOV1de§9crude oil for reflnlng, and is also now’
producrng synthetic crude from the bitumen of the vast
Athabasca Tar Sands at a profit. The petroleum 1ndustry
was Supplylng fully half of Canada s residential and com-
merc1a1 energy needs in, ;966 .and the Natlonal Energy
Board .report estlmates 011 will remain Canada's largest
single’ energy resource for the rest of the century.
' A flnal general ‘definition in terms of. energy is
that of resources. \Qne term may be used to mean economlc
resources, as with the money supply; phy51cal resources,
 as with manpower, . or natural resources as with agricultural
'products, minerals, water or tlmber. Unless otherwise
'speC1£ied} when used in this paper, "reSOurces“ will-refer;
solely to the’ prlmary energy resources - N
;,' Hav1ng cleared the hurdle of what constitutes_energy;
‘QFesources in Canada; the next-phrase to' be defined will be
| "national energy. policy.f Thls term is meant to descrlbe
the set of.goals and p011c1es established by the governments
1nvolved with compllmentary leglslatlon, Whlch would reflect
the p051t10n of those governments on the development of
Canadlan power resources and the resource industry for the
benefit of ‘the country. as a whole. _ - ' -
W1th these deflnltlons 1n\m1nd research was under-
taken to examine thé p051t10ns and proposals of the con--
tinentalists: and natloiji/sts w1th regard to the oil and

. .
[ e
v “

-+ - - g

"Canada, National ‘Ene Board, op. cit;,rp,'7.
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-

gas .industyy in Canada.' Totfuliy understand the stands T
of both sides,llt was necessary to 1nvest1gate the 1ndustry
1n both natlonal and 1nternat10na1 contexts. The research
required that the avowed stances of the Canadlan and Amerlcan
’ governments be examlned, and compared to thelr leglslatlve |
and dlrect actions. .It was. further hecessary to examlne
present energy supply and demand in Canada and the Unlted
States, and to 1nvest1gate A variety of Cana$1an and American
predlctlons for future supply and demand. Flnally, an
analy31s of all these factors was undertaken in an .effort

to prove or dlsprove the stated hypothe51s that Canadlan

control of energy resources is pract1ca1 and necessary for
-l. L]

' A

'Canada s future. . s ‘

’_{“\.

"\

-

. When undertaklng thlS kind of research that rs, the

examlnatlon of publlshed material, a number of problems ' ":m

ocecur. There is a surfeit of 1nformatlon on. the role o ‘

- pla d publicly by the corporatlons whlch domlnate the

-
A

'industry in Canada and a dearth of 1nformat1on of the o o

"behlnd the scenes"™ motlves and act1v1t1es of those involved
'.‘.

in the dec151on—mak1ng process within the industry. It 1s

very dlfflcult to determane with certalnty how or if a .

-

branch plant in Canada is used by the parent company abroad-

for example, 1f prlces are set in other countrres to apply

”

‘ﬂdlrectly to Canada.

ﬁnlle examining the actions of the Qovernments

" involved, 1t is necessary to contend with public statements
and actions which are contradlctory or confu51ng, .and whlcn
seem to reflect no cons;stent policy by either Canadlan or

, : A \ i
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6

American 1eaders " It is often dlfflcult to sift through
.the 1nformatlon to ascertain one cont:nuous’fféﬁa or direc-
tion taken by elther government ‘ ' ‘
- However, some tentatlve conclu51ons can be made

based ‘on readlly avallable data which have a bearlng on the ;‘:
tOplC under rev1ew Analy51s of flgures avallable dlsproves
fﬁé myth that Canada is dependent upon heavy 1nputs of
dlrect 1nvestment capltal from abroad for 1ts contlnued
growth Indeed expan51on 1n Canada by foreign owned firms
~is largely flnanced by retazned earnings, and from the
Canadlan money.market A recent examination by Professor

' John Warnock of ‘the Unlversity of Saskatchewan, using 1968

‘statistics- from»the U.S. Department of Commerce, showed the

i

folIOW1ng breakdown of Amerlcan 1nvestment funds in Canada-

. U.S. millions
Total U.S. ﬁlrect Investment

) in Canada o . $3,611

Sources: o - ‘ ‘
Retained-«earnings ' 1,027 7
Depreciation and Depletion 864

° Funds from Abroad . 539
Other Sources and Adjustments 53
.New Funds from the U.s. 1275

"1t is. therefore ciéar that 1nvestment funds .from thé Unlted

7
States amount, to less than flve per cent of the ‘total

,American-investment while over half of that 1nvestment
comes from retalned earnlngs and deprec1atlon and depletlon

——funds generated in Canada itself. Even more than that

-

the Unlted States is a direct 1mporter of capital. "In

D e

*P. J. Brossard, Sold American!, (Toronto:) Peter
Martin Associates, 1971), p- 59. o -t

-
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"c°., 1970), p. 120.

- . ' li

1968, the Amermcans took out of Canada $511 mllllon "6 As

a corollary,’ 1t 1s fully'p0551b1e to assume the Canadlan
RN

economy can expandﬁiflnanced by fund§ generated within

Canada.

-~

*In more apec1f1c terms for thlS paper, a. number of

LB A

'1
comments can be’ made on the 0il.and gas 1ndustry itself.

It is well known- that the petroleum and natural gas 1ndustry

.in Canada 1s largely forelgn owned. The 1963 statistics

glven by Karl Lev1tt in Sllent Surrender show that twenty-

51x.per cent of productlon is controlled in Canada, sixty-

two per cent of the productlon 1ndustry is controlled by

-

the Unn;ed States, and the remaining twelve per. cent is

s controlled by other forelgn 1nterests. In terms of revenue

”Qversus employment figures, Canada Yearbook 1370-71 has a

llSt of forty leadlng Canadian’ 1ndustr1es in whlch petroleum
reflnlng alone ranked fourth in- the value of productlon,

whlle standlng thmrty flfth in  employment £a.gures,B and

.exploratlon and extractlon segments of the 1ndustry are

srmllarly capltal 1nten51ve.' In terms of sales "to the United

States as opposed tQo internal use of crude and pentanes,

L

Ollweek the Canadlan industry trade paper, estimated thgt

® Ibid., pps 59-60. . . . et e

’Kari Levitt, Silent Surrenderf(Tdfpnto: fMacmillan

’

: aCanada, Statlstlcs Canada, Canada Yearbook 1970- 71
(Ottawa- Informatlon Canada, 1971}, p. 778.

9Pentanes are partlally.rekaned petroleum products..~;fﬂ

Ll P~
v . : :
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of a total productlon of 1, 690,000 barrels a day, 936,000
barrels went to the United States whlle only 754 000 barrels
went to Canadian reflnerles. o Slnce a large part. of the
proflts from o0il and gas come from the reflnlng arm of the
industry, the United States is recelvlng a larger reflnery
profit from Canadian crude. than Canada. ‘ _!

One final point should be made in defense of the‘
proposal for government 1nvolvement 1n the Oll and gas
1ndustry A In at least Q e 1nstance, the Canadlan govern-

| ment has proved 1tself w 111ng and able to part1c1pate in
-0il and gas exploratlon here the prlvatery ownedplndustry
hagd shown some reluctance to extend operatlons. To foster
exploratlon of the Arctl lslands, the government gave a -

$9 mllllon grant to a co sortaum, in return for forty~f1ve

hich was formed for that

~

.per cent equ1t§ in the Cfmpan§\
.purpose. This 1967 1qvestment 'llustrated the p051t10n

that government 1nvolve$ent in Céh da can be undertaken
realistically, - ﬂ7 ‘7ﬁf '

P

i -

These and many other elements which w111 be further e

- R,

'

»dlscussed and analysed in the bulk of the paper lead to
some very general, basic conclu51ons. ‘Takeovers w1th1n

Canada are - largely flnanced by funds already in the- country. e

T ——— [ M

The ‘0il and gas 1ndustry itself ig' capital intensive, - I

creatlng few jObS whlle reaping huge profits. Greater

’

IDOilweek Vol. 24, No. ﬁ .January 19, 1973, p. 12.

'1A. D. Hunt and" H. W. Woodward in Oil Potential of \
Canada's Arctic Islands, in'J.. D. Holborn (ed. ), Dusters
~and. Gushers {Toront P1tt Publishlng Co., 1968), p. 63,

Al - Lo
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s

proﬁats from the reflnlng of . Canadlan crude are made in the

Unlted SEates than in Canada. Finally, the ‘Cana lan govern-

\

ment has shown -that it .can become an actlve parti
the 011 and gas 1ndustry, when it percelves a ne

AS 4 general conclusion; it seems reasonab, !
thatACanadians, who subsrdlze the forelgn domln tlon and
expansion of thelr 1ndustry, do not recelve a fair /return
from the 011 and gas, 1ndustry in terms of elther jObS or
proflts for themselves or for the country as a whole
ThlS is the major premlse of thls paper, and the major
purpose will" be to show that a fair return should and can
be achleved for Canadlans - o

»

The method of research undertaken for thls paper

1nvolved an _analysis-of the avallable llterature.‘ It has.
_not been p0551ble to acqulre flrst-hand data, and thus
heavy dependence has been placed onusecondary and tertlary

I

sources of 1nformation Gene7a1 background 1nformatlon was

A

first anaiysed, w1th subsequent rev1ews of more spec1flc”//<;\\v

‘_“‘.

. \
.. areas such as productlon proflts, taxatlon, -and ownershlp
““-:e -

flgures‘found in 1ndustry publxcatlons, and in books written

Y

by majcr figures from\the Canadlan .petroleum 1ndustry.

-

- - A second maJor source of 1nformat10n was Canadian and ..

H

American government documents, which 1nc1uded annual statls—

tlcal rev1ews, reports of Standlng Commlttees ‘and Cablnet

Commlttees, -and Whlte Papers Lon government policy,

J

Slnce the toplc is one of con51derable current ‘interest,

~a runnlng analy51s was made of. newspaper artlc{es on events

'as they ‘unfolded, from tﬁe\ral;_oﬁ 1972 through the summer

A .
rxu\ ot



fthe 1ndustry; and general analyses of Canadian and the

™ . ; . B ) _._:_—_.. --";‘. 1
14 - . . _;,'.-:"';": ’v }"‘V-- -

M

of 1973. A similar analysis was made of‘CanadLan magaZLnes

. -

for their analyefs‘of these events.. ' e
/"’ - —
#gWﬁyﬁxq the fl"al and laggggg,sourcé”off;nformatlon

was found 1n : varlety ‘of books publlshed to diecuss in

part or whole the 1ndustry 1tself proposed and’ actual

" government pollcy, taxation, pr1cxng and other'aspects of

,

questlon of forelgn ownership w1th1n Canada.

These sources of mater1a1 cover the hxstorlcal

governmental natlonallst cbntinentalist and economic

S

'aspects and orlentatlon of the 1ssue and those 1nvolved

/
The llterature, as used within this paper, will serve to

111ustrate the proposed hypothESlS that natlonallsm has a_

v1ab1e role to play in energy resource” management in Canada

2

. . -4
. - . LT
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" CHAPTER ONE

s+ BACKGROUND - on.' AND GAS IN CANADA '

-

There is an aura of glamour attached to the oil and
gas 1ndustry, wlth overtones of romantic sheikdoms and

Texas millionnaires. There are the eras of the huge trusts

.at the turn of the century, of price flxlng and'monopolles

There are stories of w11dcatters and gedloglsts, of dusters
and gushers, of fortunes won and lost. The hlstory of the
1ndustry is a hlstory of pPeople and power and pOllthS

ThlS hlstory applles as well to Canada as to any other
state wlth a 51gn1f1cant 0il and gas lndustry.-

v

i For one thlng, 011_and gae has a long recorded past

.in -Canada.! More lnteresting,'and perhaps more ironic in

terms of later developments is the establlshment of the

0il 1ndustry ‘itself, While it had’ long been known that

-

there were 1arge deposits - of 011 in Ontarlo S Enniskillen
. Township, . it’ was not until a successful method of convertlng "ﬂ/g'
crude oil into lighting fuel was devxsed that a practical .‘
3 use for the 0il made the establlshment of an extractlng and

-reflnlng industry v1ab1e In a period- notable for-the-

. “Stormes of 0il and gas dlscoverles, -usually at in-
auspicious moments, appear in early-settle;s and explorers
accounts, including the account- of the discovery of the
Athabasca Tar Sands by Peter Pond in 1788. J. C.” Sproule,
"Exploration and JPiscovery™ in J. D. Hilborne (ed.), Dusters
and Gushers (Toronto~ Pitt Publxshlng Go., 1968), p. .

*For further details, see Earle Gray, The Great

Canadian 0il Patch (Toronto: Maclean—Hunter, ¢ PP. 16~
29

SR $15
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rise of self-made men, there were numerous 1nd1v1duals

~ L “_ 16 - o L A &\
w1111ng and eager to turn’ to thls;new dlscovery, and to
' parlay an’ lnvestment and some 1n1t1at1ve 1nto a financial -
emplre A few even succeeded g
The flrst major: attempt to found such an emplre was

extracting bitumen from the many "gum beds" of the”area,

without commercfal success. A slightly different %pﬁroach"
adopted by J. M. ﬁiller, of pumplng crude oil rather than
of mlnlng for bltumen, pProspered where the Trlpp s. method
had failed.. Miller started his efforts in Ennlsklllen in ;

£

1857, and by the next year, the first well successfully !

drilled in North Ameraca came ‘in.? mi .
. The well, at the town of 011 Sprlngs, started a hoom

_ that would set the pattern for 51m11ar 011 and gas rushes

in Canada over(the next century._ The dlscovery of one

producrng‘well brought hordes of 1nd1v1duals, and'later

‘corporatlons, 1nto the area of the flnd The confllct -

between 1ncrea51ng demand for 1and drllllng supplles and

"equlpment, and the shrlnklng supply of these exploratlon »

“.-:-

nece551t1es Taused tremendous rlses in thELI prlces. Every,

avallable or promlslng acre of land was drllled and every -

useable plece of equlpment was utlllzed.- Greed and V1olence

M

-i 3The 1rony of thlS 51tuat10n 11es in the. fact that

- credit for founding the industry on this .continent is

commonly given to ;Colonel' 'Edwin Drake, who brought in a
successful well at T1tusv111e, Pennsylvania- on August 29,
1859 - The Canadlan precedent is largely 1gnored

-

Ry
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, were eommonplace._ Yet a v1ab1e Canadian oil 1ndustry was

‘establlshed in 011 Sprlngs and in the surrounding area."

Howeveri the Ontarlo 1ndustry was not of lastxng

i - 4

importance to theoil - 1ndustry in Canada. The.development o
of a commerc1a11y practlcaf’lncandescent lamp, the fore—a

runner of the modern electrlc light bulb by Thomas Edisen-

. -

in 1879 ellmlnated .most of the need for 111um1nat1ng fuel
The loss to the 01l‘and gas rndustry of ‘this market was
‘.more than compensated for,by the demand for fuel to run -
automobiles. Internal combustion engines to Operate
vehicles were developed in Europe around 1885 and the
'”Unlted States became heavily 1nvolveqﬁ‘n threir manufacture
_by the 1890'5.* Productlon of oil and gas soon lagged be-~

hind demand necessxtatlng”lntense searches for new sources

\

of supplles.

-/

- In Canada, the search was(turned to the prairie
' prov;nces, in partlcular, to Alberta. There, in'1914,

.Canada's flrst major oil field, s was_Struck in Turner Valley,

[+]

'"a llttle southwest of Calgary. In the ensulng boom, over

five hundred companies were formed to exploit the fleld

14 . X . - o7

A‘More than ‘half a million acres.of "land were under 011 leases,

L]

Jband nearly half a million dollars were 1nvested ¢ The-

A Y

“Gray,-op. cit., p..28.

. - : i S
a major‘ oil field is one with over 100 million
barrels of recoverable o0il. Earle ‘Gray, Impact of 0il
{Toronto: - Ryerson, 1969). P. 10

‘®Ibid., p.'lo0. Fom.a more detailed account of the
Calgary E om, see Gray, The Great ._._ . Patch, pp. 55-77.

:_{.,
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; maa51ve ail dep051ts of the field lay below the level of
._thlS orlglnal flnd and it was not untll ‘1936 that the major
reserv01r was tapped ‘

| For all the time.and effort and money inﬂested in'the.
prairies ovef the next thlrty years, no new major flelds

were dlscovered "Canada in 1946, was conSumlng petroleum .
‘at a rate of 221 000 barrelé a day - and . lmportlng 200 000 .
barrels a day at an annual cost of more than half a billion-
dollars in forelgn exchange funds."" Whlle the supplles
. from Turner Valley—dlmlnlshed' Canada faced a heavy .economic

: Burden, and prospects oﬁ rapldly 1ncre381ng 011 prlces.

Many small firms. went bankrupt or faced frnanc1a1 dlsaster

o

Whenlexhaustlve efforts made to find commerc1ally recoverable

oil’ dep051ts proved friuitless, one last effort was made
" before’ the exploratlon pProject’ was abandoned 7/ -
Imperlal 0il comm1551oned a. geologlcal survey of the
*Canadlan west from the Arctic to the Amerxcan border, and ‘
‘from the Pac1flc coast to Hudson 'S Bay.- After analysrng the.
data, Imper1a1 chose an area just southuast of Edmonton,
near the v111age of Leduc, to 51nk a well Tests 1nd1c;ted
“that the: 51te had p0351b111t1es, but the flrst well d1d .
‘not produce a gusher in the. rock level whlch Imper1a1 had
intended to probe. In a flnal attempt, the company authorlzed
drllllng into the lower reglons of the451te on the off

chance that a commerc1a11y recoverable dep031t mlght be found

at a greater depth. ’Three separate tests proved that re-
‘Gray, The Great . . . Patch, pp. 97-98, L
1) ‘ ) ) F ) ;

1



been dlscovered.
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coverable oil dld exlst and 'Leduc No. 1 was brought. in in.

b |

February of 1947. - With the drllllng of Leduc No. 2 several
months later Imperial and the rest of the 1ndustry reallzed

that the most prgllflc fleld in Canada, to that date, had

1
. -

4 -

5 ,
R The oil 1ndustry “in Canada has progressed rapidly

since the Leduc dlscoverles Major flelds-have been gis-

covered throughout the west. “The Athabasca Tar Sands,

. whlch are estlmated to contaln "endugh bltumen . - . to

r . ﬁ !
yleid S e . synthetlc crude 011 almost equal to the entlre

world supply of proved reserxes of conVentlonal crude in
1969,"° ig belng developed ' The 1ndustry also has twe
front1ers to exploref One \is the Arctlc and Arctic Islands-

the other potentzal source lies in the offshore areas of

"the Atlantic, Pacific, and Hudson's Bay.

[

Drllllng is underway in three major ba51ns of these.
frontiers. The potentlal reserves oﬁ the ba51n lhnderlying

Canada s Arctlc archlpelago are vast. J. C Sproule,

\
states that “1t is consefvatlvely estlmated that this basin

should contaln ultlmately recoverable reserves of SO to 100

bllllon barrels of oil and 200 to. 300 T.C. F. Ltrllllon cubic

feet] of gas. "% The second basin lies off‘the west coast

*Further details of this dlscovery may be found in
Gray, The Great ... . Patch, pp. 37-105,

9Gray, Impact’ of. 011 p. 48.

-rs' '3‘;-. .
193, C. Sproule and N. A. Cleland, "The Present and
Future of 0il and Gas in Canada,”™ in Hllborn {ed.) Op. cit.,
po 223 - - "’J- ‘ . A
- v

former operatlons manager for Imper1a1 0Oil in Saskatchewan,
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of Canada,:where'the reserves ultimately expected should
be in the order bf 10 bllllon barrels of 0il and .60 T.C.¥.
of gas. f“ The thlrd major area presently under 1n1t1al
exploration is the Atlantlc coast which may have "an ulti-
mate reserve of 10 billion barrels“12 of oil. Mlnor frontier
reglons also lnclude southwestern Ontario, the interior of

British Columbla, and the Hudsonfs Bay region.

~——._ It must be noted that the question of estimated re-

serves or potentlal reserves is a qpot one. Spronle 's
flgures 1nd1cabe potential reserves of the three major
frontier regions to be between seventy and one hundred
billion barrels of oil, and between two hundred and sixty
and three‘hundred and sixty:trillion cubic feet of narural

gas. The Canadlan Petroleum Assoc1at10n in a report issued

in 1969 pro;ected “ultlmate recoverable 011 reserves for

Canada as being 120 B'bllllon barrels of crude ©il plus

. 19.6 billion barrels of N. G. L. natural gas llqulds "13

F

From these totals, the Assoc1at10n malntalned.that the

\..

Western Sedimentary Ba81n alone contalns "45 billioh

barrels of crude plus 7.5 bllllon barrels of N. G."L."!$S

11, C.: Sproule "and N. A. Cleland, "The Present and

Future of 011 and Gas in Canada," in Hllborn Ted ) og. c1t.,
p. 224, - . . :

12Ibig. . .
1""Cf:mac’ta, National Energy Board Ener Supply ‘and

. _a_gx_zp_y_‘
Demand~in: Canada and Export  Demand for Canadian Ener
1966 to 1990 (Ottawa: gﬁeen s Prlnter, 19395, P. 57.

'“This basin underlles the area.from the Mackenzie
Delta down through Alberta and across the southern half of
Saskatchewan and Manitoba. ‘ -

15Canada, National Energy Beard,-og. citL, p. 57.
: o

b
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ThlS dlsparlty in flgures is frequently seen in dlscu551ons
of o0il and gas potentlals for Canada. The dlsparity is the
_ result of a number of dlfferent methods of calculatlon
One report may estimate reserves in all possible offshore
sites and in all of the lands of the territories. Another
. report might only estlmate potentlal reserves in areas
where .drilling is presently under way. Different groups
. or companies may use dlfrerent geological and geophysical
Survey data as a basis for calculations. Since there has
--not been a ‘major find of commercially recoverable oil or
gas in the North'or'in offshore areas, any eseimates must
be speculative.’ ‘ |

- The 011 and gas 1ndustry 1nvolVes ‘four operatlons.
The first ;sﬁexploratlon.'_Thls~1nvolves geologlcal and.
geophysical surveys, leasing or buying.land-for-drilling,
and sinkihg Wells; In the final phase of exploration, new
qwells are sunk in likely areas in the hopes of dlscoverlng
a new produc1ng source. »Slnce the ratioc of dry wells to
produc1ng‘wells is hlgh thls Segment of the 1ndustry 1n-‘
volves high r;sks. Of a total of 1, 539 exploratory wells
drilled in 1973, 1,026 were dry. $ "Even wells which do
- find deposits of oil Oor gas may be abandoned or operatlons
wmay be suspended where quantltles or locale make the wells

economlcally unfeasible. Even in proven areas, where

successful wells are operatlng,*many dry wells are dug.!’?

“ollweek Vol. 24, No. 1, January 19, 1978, p. 30.

A RS ™ 1972, 319 dry wells werevdrilled in proven areas,
out ‘of a ‘total of 1,812 wells drilled, Oilweek, Vol. 24,
No. 1, Jan. 19, 1973, ps -30.
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Thus; there is a con51derable capital outlay which may yield
llttle'or no capltal ‘returns. Between 1947 and 1971 . . Y
" $7,235.4 mllllon were spent by the petroleum 1ndustry in
exploratlon, of wthh $578.6 m;lllon were spent in 1971.

The second major segment of the oil and gas industry
is productlon, or gettlng it out of the ground. ‘Crude o0il
and natural gas are hydrocarbons,.compounds of hydrogen' Y
and carbon, which ma} exist in a liquid, solid or gaseous- -
state. With the exceptlon of the synthetlc crude made from
the ‘bitumen of the Athabasca Tar Sands, crude and natural
gas come - . from the wells as lquldS or gases respectlvely.

While the thlrd phase of the 1ndustry will not be
dlscussedﬁin this paper in detaxl the transportatlon '
‘aspects are a necessary llnk between the production and re-
fining phase Transportatlon is largely by plpellne. The

large oil and gas companles have cont: ol of pipelines

dlrectly or by subsidiaries.: HoweVer Canadlan—controlled
: : !

"ments of the 1ndustry. K : _ ™~

*

The final segqment of the 1ndustry, proce551ng and : ;' i
_reflnlng, is essential to an understandlng of o0il and gas
in Canada. ”’gce natural gas usually contains impurities.
which must be removed before the gas can be transported by
pPipelines, a 1arge part of gas proce551ng is done in the

fleld Crude 011 processed in Canada is shipped to reflnerles

“ -
-—-—-.______

! %canadian Petroleum Assocxation, 1971 Statistical
: Yearbook 1972, p. 89. - .

AR
-
v
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T5BLE OiIx

, | ‘
Canadian Froduction - 1971

. Source . Ly Daily Production
crudc oil ' ‘1,305,000 bnr?éls
' vatveral pog % 7,873,00C million cubic feet
-S¥nthetic- crvdo . g » 42,575 barrels
condensate 2,L47 ‘barrcls -
" Source . S Apnual_f;oduction : ﬁ!f%;.
pentares nlus ¢ LG,CC5,247 barrels ’
Prorane . . 26,220,192 barrels
butane o 15,543,621 barrels
-snlpﬁur 4,555,000 long tons

[

Source: C'n“d1~n Ieurolevﬁ nsqoc1atlon 1971 Statiéiical
Sieviey, po. 71_50 » ’ S
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via pipelines or tankers. Thereﬂare a number of ways to
assess danadian production The first method 1$ by looking
at the level of productlon for each of the major products
of oil and gas! In ‘its most recent - rev1ew, the 1971
Statlstlcal Yearbook., the Canadian Petroleum Assoc1at10n__,3
reported the\flnal productlon ocutput of the major products -
from hydrocarbons in 1971, They are given 1n Table One.

‘The" second method of assessing oil and gas productlon

. #n Canada is - to examine in comparmson with productlon ;n

other countries. This Second .method translaﬁes the abso—
lute Qutput flgures in Table MNe .into the. relatlve produc-
‘tion rate of Canada vis- a-v1s ‘the rest of the world. One
comparatlve table is glven here: Table TWO._

| A third method of understandlng productxon flgures

is in terms of the monetary value of the goods produced.

- In 1971 the value of producers sales 6f crude and conden— -

]
e

sate, synthetic crude, natural gas, pentanes plus, propane,

butane, and sulphur reached 51, 876 713 000. "The 1argest
&
—_—
19Productlon flgures are given for the ba51c energy

resources which are crude 0il and natural gas, and for the
byproducts. directly derived from proce351ng these fuels.:- -
In the Canadian Petroleum Association's review, these main
byproducts are condensate, perntanes plus, synthetlc crude,
sulphur, pentane, butane and,propane. Synthetic crude is

Pentanes,plus is a mixture- Produced from crude oil
gas or condensate, which contains mainly pentahes. Propane
and’butane and propane-butane mixes are liquified petroleum
gases (LPG's) they are hydrocarbon compounds.,nSulphur is
the only one of these hydrocarbon derivatives which is .not *
liquid. ‘From these byprodycts further. refining is made.

In the next refining stage, petroleum products llke d1ese1
fuel and gasoline are manufactured

¥
‘
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TA

.¥Yorld Energy Productlon,

BLE TvQ .
Percentage Dlstrlbutlon hy Source

1925 and 1965

Unit
1925

ed States Canada
1965 - 1925 1965 1925 1965

(A) As percent of each .Tegions's total energy . productlon*

80lid fuels
liguid fuels
natural gas

electricity-

72.8

21,1

]

5.8
0.4

(B) As percent of world's

-801id fuels
liquid fuels
. natural gas ,

electricity

Source: J.-Uarmstadter, P, D. Teitlebaum, and J. G. Polach

43.5"

70.9
92.6
32.4

28.9: - 0.2 1,5 8.8 . 0.9
36.7 0.3 0.7 91.1 g7.6
33.0 -~ 0.4 o.> 0.7
1.4 0.2 0.7 - 0.1 -
Production ) ,
22,0 . 0.8 0.4 0.1 o,
2Te4 - = 2.8 3.1 2.7
63.2 © 1.3 5,9 1.0
T2l.9 . 13.713.9 - 7 o4

0]

Lner¢ry in the Worild Lconomy ~ A Statistieal Rev1ew

of . 'rends in-Output, Tfrade and Consumption Since

‘Carada agg,n@e United States connrlse the Horth imerican

region. The Nlddle Fast 1s-part of the non- ~Cormunist

. Asian reglon.

~

Mlddle hast

© e
T
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revenueS“came from crude . and condenSatg/ whlie natural gas

«!gales had a value of about one- quarter that of crude and

]

condensate 20 The figures avallable cover only the four

" western Provinces and the territories. The:- net cash expen-

dltures in . this sectlon of the country, by the 1ndustry,

"excludlng ihcome taxes, were $1 602 300,000, A further

expendlture of - $84 000 was made in the rest of Canada. ThlS

-

allows for a profit from western productlon alone of almost

$275, 000 000 without c0n51der1ng proflts from refineries

in the east. ~The most recent 1nformatlon avallable on .

Corporate 1ncome taxes is found in the Corporatlons and

Labour Unlons Returns Act - Report for 1979 (CALURA), put

OUt by Statistics Canada _ These statistics show that for-
eign’ mineral fuel corporatlons in 1970 pald $32 million 1n
federal income taxes while Canadlan-controlled firms paid
one mllllon-dollars.‘ The rate .of taxatlon as-a percentage.
of proflts, in that yeai, ‘was flfteen per cent for forelgn
flrms, and two per cent for Canadlan firms, 2! Since cor-

poratlons are‘able to deduct the previous year s 1osses from

N\
the current year's taxes, the actual amount of ta;e;\patdmhx\\

-—_-_._.__1

an individual f1rm may be less than the normal rate. In

'1970 the ‘net. cash expendltures of the petroleum 1ndustry,

v *!canada, Department of Industry, Trade and. Commerce,

Corporations ang Labour Unions Returns Act - Report for 1970 .

R

(CALURAY) (Ottawa-‘ Informatlon Canada, 1972), P 68.A‘

.
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ﬁnbluding income taxes weré $1,471,899_,000.22 The valﬁe of
Producers sales for the Northwest Tegzztories and the four
western provinqeé aléné was $%,622,§84,000.. Thus, the net
‘profits‘from production appeared to be at least $216J560,OOQ.
. In the case Bf:pricingfih;the ol and gas,indugpry,ff”‘;
apﬁegragces are'deceptiveﬂ‘ Préfits‘are_mare a fefléction
of priéing poligies within the national énd multinaéidnal
cbrporations‘than a~reflectiqq of free enferpfisg capigglisnh
Théﬂp¥9fits of the indﬁstry must be considé;é initerms-og
::érgﬁngréawiPhin_po;poratiqns. The integ#gté 'qil firms,
céntrol all as;;ct; bf‘exploratidﬁ, prqduégion aﬁé refiﬁing..fr
Within individual corpordtipns, Pricing policies can ofteﬂ
Beu"accounting‘f}ptions;" '

In 1ntegfa§ed firms in which producing affilYiates
. sell wholly or largely to Processing or marketing

affiliate or another, to minirize taxes, to avoid
restrictions on transfers of profits, or othef .
reasons. Thus, a petroleum firm may want to con-
centrate profits in pioduc1ng‘affi1iétes because

*with its own refineries, a high_price‘for-crudg 0il
~ #Or minerals puts the~independent'réfine:ies at a

f\\\\_’ disadvantage. On the other hand, if taxes on net

—

et e “ ’ T B . 3 . ’ ‘ .

220?;;&a, St;EEStics Canada, Industrial Corporations -
Financial Statistics, First Quarter, 1971, Vol. 18, No. T,
ppo 158-90 . " o - H

23R. F. Mikesell, et. al., Foreign 'Investnient in the

- Petroleum and Minerals Indust (Baltimore: The JoMns
opkins Press, i§7l§,Jp. 47 o

-~
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T TABLE THREE (B). o
Value of Producers Sales gx_Prov1nce
A ';?{' _”ﬂ (1n thousang dollars)
Provlnce . ” 1971 1947-1971
Alverta ;1,527,562 12,575,714
Saskatchewan 228,768 2,583,714 3
British Columbia 103,222 694,225
Manitoba - 15,445 222,486

Source: Canedian Petroleum A33001at1
Heview. pp, 54<55,

oﬁ,.197l Statistical
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In’ terms of the petroleum and coal products 1ndustry,
which is prlmarlly*lnvolved in crude reflnlhg, the 1970
level of "profitsw. was about $138 000,000, Total revenues

for the 1ndustry that xear were $l 313,000, 2‘_and the amouné

paid. in“taxes was\$7l 600 000 25. This 1ndustry produces
a uarlety of products such as asphalt coke automoblie

ugasollne, diesel and alrplane fuel lubrlcatlng 011 and

petrochemlcal feedstocks from the mlneral fuelsfzs

theraexamininé tﬁe oil and gaS‘industry in térms of -

control by forelgn owners, Canadlan owners, and ownershlp R

‘.“‘.

by other corporations. These statlstics are given in TableA

[y ,-‘ ’ B
Four,. . ’ o : '

-.'waw hen
;The productlon segment is d1v1ded 1nto four categories'lx

petroleum and.gas wells plpellne transportatlon, wholesale
‘and retall of petroleum products, and "other" petroleum and
natural gas industries, In 1970, there were 436 forelgn—

‘controlled corporatlons 1nvolved 1n productlon, 687 Canadian-

3

controlled corporatlons, and 4,090 companles controlled by

orherucorporat;ons. The large proportlon of control by .
' 2"See Table Four for revenue ahd proflt flgures._ "5". _-‘
..2%sée Table Flve.‘ T - ' - | =
2% "Mineral fuels include coal. It was not possible .

to find figures which’ excluded.coal,ln production -and Te=- \f
f1n1ng in the flgures from Statistics Canada.
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'TABLE FGUR

Statement of Eetimeted

w3

devenue,

- BExpenses ang Hetained Earnings

(111 mi;l.l:i.on dollars)

Mineral Fuelé*

v-'v-_

Lo Revenues
Coa, Expenses
3. Net Proflt
4,
5.
6. Adgustments
'7. Bad debts
. wrxtten off
8: baplt&l Cost
" ‘Allowance
9. Amdunts capita-
" lized for:
exploration
end ’
_ dévelopmeqﬁ
i..geological '
and B
L geophysical
Projects
‘land, lease
auuisitions”
and rental
expenséesg
10. Base Profit
* includes coal
Souroe..

-

Financlal btatlst

Retaineq Larnlngs B
Dividends " ST

1970

a

Petroleum ang Coal

1695
1458
237
.;1614 .
Y ;56 B

. 85

118

73.

ics,

pp. 158-93 44*50

First yuarter, 1971,

1313.

..PrOducts'Industrieai

1275

38

' 504

-4



6. Net Gash" Expenditures 1970 - 1,407.0 1,471.8
- * See Table Five’(ﬁ); ‘ ' -
B Source: Canadian Pétroleum ASSOCI&tlon, 1971 Statistical
S ﬁev1ew. DPPo.56=T,

-

"

. i 5 | -265" ) B e
. o " .caBip E&VL (a)
T 1971 Net Lash prendltures of the Petrﬂieum Industny
| L N (1n milliopn dollars) RN
o , . ' o nWestern . "
: S .+ Cemedaana . |
i - | o g e Territogies_e Canadélzv
1. prloratlon ) ’ e - = R
W q “ (a) Geologlcal ang Geophysmcal . 161.,0 189.9 .
~© - (b) Drilling L 174.4 210,3
. - (c) Land aqulsltlons and rentals 'u 194.5 178.3 ,f¢
LT | - T sog.9 578.3
2. Development SRR . 5 L
’ (8) DFilling . .ot 72.5 ., 2.7
(b) Field“Equipment < - L 10644 108.0 -
- .4?£g) Secondary recovery and s " SANAL ' L“,i;»
S preSSure meintenance . L 24.4 ’#- 24.4
”5(@) Natural Gaa}Pl&nts : “-; 'c ‘242,1 _ 248.7
T ((:.-) Other . L | : C . 22.0 7—415' “
N A B 460.4° 4691
: 3”,Operdt1mg Cae . A .
: L . {2) wells including fIOerlnes S e
S . hnd rental facilities . | joy,4 203.4
W . . (b) Nebwil gas Plants - " . 86.5 866
.- (c)'Taxes (excludlng 1ncome taxes)* i 19,3 19.5
(d) Interest expenses L -? 53.2 . 53,2
‘(e) Other | 6 T 38T ._39.6
| L - | 399.0  404.4
4. Royalties o o . 244.3  234.9
‘5. Total o . 1,602.9 1,686.9°
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' TABLE FIVE (B) _ y

Federal and_Provincial Income Taxes B 5 -"

Declared__xkporporatlons, 1970 K
(in million dollars)

e Petroleum ang
' : - Mineral Fuels CoallProducts
1. Foreign control - '
(a)&éorporatiqns with
 assets - 1,000,000-

4,999,999 - o 0.7 0w
(b) Gorporations with g | | .
ggsets - '5,000,00_0+ .. 31.4 ' 70.9

2. Canadien control
"~ (a) corporations with
" aggsets - 1, OOO Q00

4,999,999 . . 0.1 .
~(b) corporations with S - . 9 _
, assets - 5,000,000+ 0.4 -
3. qugr.cbrporations T 0.7 - 0.8
4. Total . o C Vo T

) N .
(2) corporations with ‘ | S

assets - 1,000,000~

ey

4,999,999 - o 0.8 - 0.4
(b) corporetions with . #357 : ' |
~ essets - 5,000,000+ 3.5 - 70,9

Source: Department of Indus%ty, Trade and Commerce,
_ COpporations and Labour Unions Returns Act -
7 Report .for 1970 = Part I, (CALURA) . p.208, ~
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..other Andustrles 1s chlefly composed of companles 1nvolved
| in the wholesale and retail sale of petroleum products.
Foreign- controlled flrms had assets of $4,523 000 000 N
in 1970,. and showed a profit of’'$206, 000 000. canadian~ -
'controlled corporatlons had assets of $687 000, 000 in 1970,
and proflts of $203 000 000, Flrms controlled by other
corporatlons had assets of $237 000,000 1n 1970 and profits
;of $I1,000,000. It is worth nOtlng that the bulk of proflts
| for the foreign~controlled corporations were.made largely
from Petroleum and gas wells. The Canadlan coptrolled firms
. made most of thelr proflts from transportatlon. The profits
of firms controlled by other corgoratlons, in the;main,‘
were made from sales of petﬁpleum products: "
The manufacturing segment of the industrywls d1v1ded
into two categories: reflnlng of betroleum and coal pro-
‘ ducts, and "other" petroleum and natural gas 1ndustr1es..'
'The refining section, as 1llustrated in Table Six, is wholly
controlled by foreign 1nterests - These fourteen forelgn--
'ﬁcontrolled firms have assets of $5 670 000,000 and showed
proflts of $440 000 000 in 1970 In the second category,
the twenty—two forelgn controlled S:rms have assets of
‘$l 787 000;000 and proflts 1n 1970%cf $397, 000,000. The
nlneteen Canadlan-controlled flrms had assets of $1,325, 000
and showed proflts of $70 000 000 o

These’ flgures give overall statistics relevant?’ to

"This paper does not consider pipelines and\tranSq
portatlon statistics in detail, but does: concentrate. on
production and manufacturlng. The figures given in Table
'slx pmit transportatlon and pipeline statlstlcs.

') ._‘k.“.’

~

r
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'this paper. In 1970, there were'.5 »184 companies 1nvolved
in the.productlon and manufacture of.oll'E&d,gas’;n Canada.
These flrms had assets. of $13 559, 000 000 and showed prOfltS
of $916, 000 000 The 430 forelgn—controlled flrms had ,
assets of $ll 026,000,000 and showed profits of $706 000 000

In more . srmple terms, Just over elght per Cent of the com-

pPanies 1nvolved in’the production, manufactﬁrlng and sale

€,

—

of petroleum and coal products 1n Canada are forelgn con-
trolled yet these firms had over elghty per cent of the

assets, and made over seventy-seven per cent of the proflts_

*in 1970. @ T : .

. & . ‘
The federal government report, Foreign Direct Invest-

ment in Cahada, popularly known as the Gray Report, examlned
;some aspects of the foreign ownershlp issue. LIt stated ‘
ﬂthat the petroleum and coal products 1ndustry was 97.9 per

" cent non-re51dent owned and the mineral- fuels 1ndustry was
77.1 per cent non—re51dent owned 28 The report further
pointed out that the latter 1ndustry exports almost twenty-
five per cent of net output.?? 1In the 0il and gas industry,
corporations which were engagedtln exports to parents and
affiliates in 1969 were studied. Of those, one quarter
exported solely Wlthln the mult1nat10na1 to ;hlch they
belonged.?? The total exports' of sub51d1ar1es amounted to .

$569, 000, 000 in 1969, or 13;@ per cent of total sales. The

[ =

2%Canada,. Foreian Direct Inv;stment in ada (Ottawa:
InforTi;ign Canada, ) . s
Ibid., p. 161. . - IT

191bid., p. 171. S

s~ LY ..
. .
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Gray report also noted that the mlneral fuels™ Endustrynr:M‘
'léported 56.1 per cent of total output, whlch was the thlrd
highest import rate of the thirty-eight industries llsted 3L
Further StatlStlcS avallable from the Department of

Industry, Trade and Commerce in its Stat15t1ca1 Supplement

to "Forergn—Owned Sub51dlar1es in Canada, 1964-1969" expand

on‘thls theme. 32 Among the flgures, the Statlstlcal

Supplement _pointed out that in 1970 the gas and oil 1ndﬁstry

exported 65 7 per cent of total exports to parents or
afflllates, and receives 84,3 per cent of its total 1mports
from parent or afflllate firms. The industry recelved
$32,000,000 from abroad, andg paid out $219,000,000 to forelgn
1nterests in 1970-—near1y 13 per cent of its total revenues
in that Year. The oil ang gas industry had a current N

- accounts balance of $121,600,000 W1th U.S. parents and
afflllates in 1970- and a current. accounts balance of .
$676 +600,000 with other forelgn Parents and affiliates. 1In

1197Q the industry recelved $l70 700 060 in funds of whlch

", $24,600,000 came from the Unlted States (14.4 per cent),

prlmarlly in capltal not pPaid by parents or' affiliates. of
the total.fundlng, %70,900,000 or 41.5 per cent was raised

' from withln Canada, Primarily through bonds and debentures,

,and short —-term loans.

- A final point to be made about the financial aspect

of the oil and gas industry revolves around returns to\the

.3'Canada, Foreign Direct Investment in‘Canada,(Ottawa:;
- Information Canada, 1972y, p. 157, -

*2These statistics are given in Table Six.

[

. L
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country from the explorpatlon of Canadlan energy fuels.

e

Return fall under four major headlngs.' 1a%d sales. léasing;

-royaltres- and 1ncome taxes.; An analysrs of‘the fofir

. _ e
provinces most actlvely 1nvolved 1n energy fuels, British-
Columbla, Alberta, Saskatchewan and Manltoba, well 1llus— o

. trates the Canadlan plcture. Total returns to these pra—‘
1 B £

v1nces were $2 732 069 000 from leasrng,,land sales and

w

royaltles. 3 Thls represents a, rate of 5.0 per cent return .

compared to the value of,producers Sales. As has been

-

_ted $33 000 000 was pald in federal “and provrnc1al

, 1ncome tax ~in 1970, which represents a taxation rate of
3 _-_““—____‘_ - ! * ' . . . .
two per cent on Canadlanwcontrolled flrms, and fifteen‘per-

“, Y

" dent orr forelgn-controlled companres..“- The .amount of taxes
" ) paid by the mineral fuels industry as a wholeuas 4. 6 per ‘;i\\\\\
‘ cent of proflts and only 1. 9,per cent of revenues, . The
petroleum and coal products 1ndustry, whlch is wholly
‘forelgn -controlled; paid $729100 000 in federal and pro—
vincial income taxes, which is a rate of 52.2 per cent of
‘base profits, but only 5.5 per cent of total revenues.i5
- These statlstlcs glve an overall picture of the oil

and gas 1ndustry in Canada, from productlon and manufacturlng

to revenues, expenses and taxatlon. Another perspectxve on

33For frgures on returns to the western provinces
from royalties, land sales and leases, see Table Seven.
For percentage breakdowns, see Table Elght

- "See Table_Flve. - - ‘ ‘ o Do

5It must be noted that the petroleum and coal products
industry does not Pay royalties, or for land sales and
- leases which are pald for by the 6il and gas wel‘s 1ndustry.

a
|
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oy . . -
A . TABLL, EIGHT
Provincial iigvenues as a Percentage of Production Revenue# -
o e w1971 194721971
Alverta = _ ,, : - 5.8%. - - 6.?1‘%_ ST
Saskatchewan ’ ;*“,_-j . 19.1 {-" ‘7.1
British. Columbia - oo 2.1 . 21,7 -
- benitoba ... b 36.0. ~ -7 22,0
' " ’ oo } : '
Western Provinces . 7=-"5'Z"-'ﬂ 5.0 L.

* To compare provincial revénueg fromkbil and -gas .
exploitation to the refenuesjreceivedffrom t@é salé;bf
those productﬁ}py‘the_industqy‘invblves a rather large
Jump ‘in -logic. Provincial'revenues come from fixed
rates on land leases, land sales and royalties on the
wellhead price of crude.and natural gas. Production. - *
revenues are depéndent-uponfmarkét:prices which mey ,vary -

- widely. This Table is included merely to show , through
one method,. the differences\bgtﬁeeﬁ the returns .to the
0il and gas industry and to the four WGstern-pfovinces-
from the development of petrdleﬁm and'ngtqral gas in the
west. B S - |

T

. SR :
Source: Tables Threg“(Aﬁ,(B) and Tabl9_Sevenq

-



" 31

the . 1ndustry may be gained by an examlnatlon of the corpor—
ations which runm the 1ndustry. They fall into two ba51c i
_categorles: integratead firms, and lndependents. Integrated
"firms have interestg in all aspects of the industry--

' exploratlon, extractloncrproductlon and reflning Indepen-
dents concentrate thelr interests in exploratlon and/or
production. Since almost all oil reflnerles are foreign- . _
- controlled, the only 1ntegrated oil firms are non-Canadlan.
There is a far greater part1c1pat10n of Canadian 1nterests_
in' other segments of the oil 1ndustry, and a great many of5
the 1ndependents are Canadlan In the natural gas lndustry,
there is a'hlgher proportion of frrms controlled in Canada
which proce551ng interests, The corporatlon with the
largest number of' gas proce551ng plants is PanCanadlan
Petroleums Ltd., a sub51d1ary of a company controlled by

the Canadlan Pac1flcaRa11way Company. ' |

In more spec1f1c terms, there are over four hundred

flrms llsted in the Financial Post Survey of Qils, 1973

' many with a numher of wholly Or’ partly-owned sub51d1ar1es
and affili. Zs. However, the Flnanc{al Post llStS only

Sixteen companles 1nvolved in 011 ref;nlng at thlrty—elght

1

plants. The Post report also shows that ¢ only f1fty-four

flrms are 1nvolved in gas proce551ng at one hundred and -
b

seventy-51x plants. Of the oil reflnerles, only one is
operated by a Canadlan—controlled company, while twenty-

five are operated by n1ne Amerlcan—controlled flrms, and
I
elght are operated by three flrms/controlled in EurOpe.J

/
The final four are operated by tqree British. flrms. In

f . ‘ : ©

. .

. . - \ . '

-y .

. . o
: - / o
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terms of the natural gas industry, one hundred and 51xteen
plants are operated by thirty-one Amer1can~qgntrolled flrms.
Thlrty—nlne gas pProcessing plants are operated by eleven

Canadlan—controlled firms. Fifteen of the rest are operated

by six European companies, and two are operatedLby separate
b

-/mffsh~controlled Cor':poratlorls. S P - -

// _ Of all of these firms, only four have 51zeab1e 1nter-

i

ests in all aspects of the 011 and gas 1ndustry. These are

Imperlal 0il, Shell Canada Ltd., Gulf 011 and Texaco Canada

- These companles are the “Ma]ors of the Canadlan o11 and -

gas 1ndustry. "In 1969 they accounted for 35 per cent of

all the oil produced and 70 per cent of all the reflned

_‘petrolegn products manufactured and sold in Canada. All

of these ‘companies are sub51d1ar1es of foreign corporatlons,

three of whlch are Amerlcan, and one European controlléd

\The largest by far is Imper1a1 011 whlch is 69.8

_./per cent owned by Standard 0il of New Jersey. The orlglnal

.company was Canadlan founded 1n London Ontarlo, 1n 1880,

-

by 51xteen 1ndependent petroleum refiners who hoped- to

‘“establlsh a v1able 1ndustry which could compete on a par wlth

- !

<

. flerce with the burgeonlng Standard 0il Company which

'J. D. Rockefeller had promoted to.a near monopoly position

in the. Uj;ted States, and which already owned three Canadlan

firms by he late 1890 s. When the Canadlan owners of

S B

36The full breakdown of these statlstlcs may, be found

(Appendix ” II) ¢+ PP~ ’ Tables twenty-four and (twentyﬂ .
flve. T y ~

*’Gray, The Great . . . Patch, p. .257.

Bl

e
Y
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B

the qrow1ng Amerlcan companleJ Competition was partlcularly
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kImperlal 0il were unablf to flnd erpansron capltal from

British or Canadlan money markets they were forced to sell
. to Standard whlch bought controlling 1nterest in 1898.
The next year, the other three Canadian based‘flrms con- .

trolled by Standard were 1ncorporated 1nto Imper1a1

In the early Years of the oil and gas 1ndustry, Imperlal

made several major dlscoverles. The Norman Wells, Stlll

was brought ihfin’1920; and a subSidiary“Gf“Imperial; the

Royallte Dll Cpmpany made the flrst.ﬂlscovery -of maJor
n “-.
recovEr e gas de9051ts at Turner Valley, where Imperial

\ . . .
ltself largely fina;lced t_he 1936 01; Strlkes. T
L /

;.-f However, the blggest flnd came 1n 1947 when Imperlal _
brought in Leduc No. l.. Suhsequently, 1nvestment in explor-

’atronaand capltal expendrtures helped make Imperlal the-

largest company in Canada., Nlnety years after°1ts foundlng '
’ it was . . .  the largest of all flrms in Canada ‘
-, in terms of ‘total sales (almost '$1.5 billion in e
'196@), fifth largest in assets ($1.4 billion) and’ PR
foukth largest’ in earnipgs ($100 - million). JIt .
' accounted’ for: 15 per cent of Canada's oil pro- ° :
duction and more than a quartegﬁof“the total sales v
of refrned petroleum products.

el
[w]

Even.as a sub31d1ary, Imperlal 011 has its, ,own éphere
of 1nf1uence and ownershlp. Table Nlne 1llustrates the .
example of -Imperial as an 1ndustr1a1 glant w1th1h Canada

. Wthh is 1tself a subsrdlary. All of the 1nterests held by :
Imperlal in Canada help to make it the twentleth largest .’
011 company in the world '

With its assets and 1nterests in so many reqions and

3'Gfay, The Great e . Patch, p. 258.

<
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. TABLE NINE _ .
Subgidiaries. and Affiliutes of Imperial 0il

-

Source: Statistics Canada, Inter—borponate Ownershlp
Statistica, 1969, pp.504-5 - i_‘é.wy

R

Neme of Company : o . Perceﬁtage
_ o Lo _ _ . " of Ownership
Adanms, V. H., Ltd. ' ' L 98.9
Allied Heat and Fuel Ltds. ¢ . 10040
Atlas.Supply Co. (Canada) Ltd. - °100.0-
| Bouryue Bros. Ltee, : , X 90.0
Building Products (canada) Ltd, = - 100.0
Champlain 0il Products Itds . 100.0 .
Devonian Natural Gas Lo.-"ﬁ . 7 “98,0
Hell ruel (1965) Ltd. . o, 99.2
Home 0il Distributers Ltd, \ . 100.0
Imperial 0il Developments Ltd. : . 99.9
Imper1a1“01l Enterprises Ltd. | ' . 100.0
Imperial Pipe Line Co. Ltd. , . . 100.0 - -
Interprovincial Pipe Line Co. R 33.3
liaple Leaf Petroleum Ltd, n R '99.4 A
tiongeau et wobert Cie Ltee. . f o | | 99,8
Montreal ‘Pipe Line Co. Ltd ‘ ' 32.0
Risku Products Plpe:Llne Co. L%d. ‘,_f: ,”.f99.4'
Nottingham Gas-Co. Ltd, - ‘y_'%é;A.E ; 35.3
Ovel Netural Gas Co. Ltd. .. . 99,8
?oli-Twine'@orp.thd. i . © 100,0 .
Polybottle Ltd, | | S .+ 100.0 |
Rainﬁbw Pipe Line Co. Ltd, B | 0 33.3
Redwater Water Disposal Co. Ltdo L } ‘ ;ff44;9
bervacar Ltd, --.‘:‘ o B 70.Q, ‘
" 5t. Lawrence Tankers -I.td° o 50.0 .
Syncrude Canada Ltd., e " 30.0
Tecumseh Gas Storage  Ltd, _‘ L “'9 .50, 0
‘Winnipeg Pipe Line Co. Ltd, A 1 100.0

ks

4 -
..
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" DABLE TEN

Subsidiaries and Affilintes of Shell Canada Itd.

Neme of Company

Anglo Canadisn 0il Co. (1955) Ltd.
Beaver Service Centres Ltd.

City Gas Corr, Ltda.

Cohen and Sons Fuels Ltd,
Commercial'ﬁolidslPipe Line Co.
Deep Sea ankers Ltd;

,-Laurentlan Heating Inc.-

MoQﬁgch Propane Ltd,

North Star 0il Ltd. S
Peace River 0il Pipe Line Co. Ltd.
Peigan 0il (Canada) Ltd,

Shell Canadian Tankers (1964) 1ta. -

Sun canadlan Pipe Line Co. Ltd, . -

- Trans-Northern Pipe Llne Lo.“

Young Drllllng Co. btd
MOntreal Plpe Llne Co. Ltd.

»

=]
o

Percentage

*of Ownership

98.0
98,5
"100.0
100,0
100.0
99.6
80.0
98.4

. 100.0°

12.5

' 100.0

100.0°
45.0
33.3 .

- 99.5
16,0 -

‘Soufce::statistics Caneda, inter-borporate Ownershlp v

w Statistics,‘l969? ps 335°

» g *
-
o .« .
- EC
. ' L4
-7 ’ T
. * -3
.. r
LW, -t . 2
Ey
!!.
[=]
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- . -
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S . TABLE LLLVLN

Y

Sub51dlar1es and Afilllates of Gulf il banada Ltd.

Name of Company

- Alberta Gas Trunk ‘Line Ltd.
Albertamupderground Storage Ltd,

B. A bhaw1n1gan Ltd.

Brltlsh Aumerican (as Utll%tles Ltd.
British American (Quebec) Ltd.
British American. fankers Ltd.
.'canadlan Helium Ltd.

Lgnadlan Resins “and Chemicals Ltd,
Cansulex Ltd,

College Bay Corp. Ltd.

Crystal 041 Ltd,

Daval Petroleum Ltd,

'FlashrPétrqleumsﬁ(lSSG) Ltd. - T
Y Gulf Alberta ripe XLime Co. Ltd,

Gulf Canada Home Ccomfort Ltd.

 Gulf 0il Canada Uperations Ltd,

Gulf Saskatchewan Pipe Line Lta.

. Ideal. Petroleum (1959) Ltd.
McArthur Chemical Co. Ltd,
Montreal Pipe Line Co. Ltd.
National Petroleum Ltd. ‘
Peace Rivermoii'Pipe Line Co. Ltd.
Perkins Glue 'Co. of Canada Ltd.
Producers Pipe Lines Ltgd.

Purity 99 0il Ltd.

Redwater Water Dlsposal Co. of Canada Lta.

Rimbey Pipe Llne Co. Lta.
Royalite 0il Lo. Ltd,
Saskatoon Pipe Line Co. Ltd.
Sentlnel Heating Seryice Ltd,

A Wt
et o, el

‘Percentage
. of Ownershlp

11.1
40.0
100.0
100.0

100,0

100.0
33.3

- 100,0

36.3

100.0

100.0
100.0
100,0
100.0
100.0
100.0
100,0
100,0
100,0
16.0
100.0
12,5
100.0
20.5
100.0
5.9 -
40.0 .
98,0
96.9

.100.0
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~ TABLE LLLVLN — Lontinued,

bhaw1nlgan Chemicals Ltd.
St. Lawrence Fuel Inc.
Superior 77 Ltd.
Superior Propane Ltd,

Trans-Northern Fipe Llne Co. Ltd.

Venport Tankers Ltd.

Western G. ii. C. Truck Centre Ltd,

:;Hestern Tire und Auto Supply Ltd.

Source: Statistics Canada,

Statistics, 1969,

-

100,0
100,0
100.0
100,0

3343

100.0

51.0
lO0.0‘

“ggter—borporate.Ownershlp
“pp. 441-2, :
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- TABLE OWELVE . ,
Subsidiaries and- affiliates of Texaco Canada Ltd.

Name of mepany , - -', .o Perqéntage
' _ ' o of Uwnership

Federated Pipe Lines Ltd. ) 50.0
- Great Eastern 0il Import ¢o. Ltd. o 47.8
Heney, Jonn and son Ltd, : ' 100,0
Independent Pipe Line Co. Ltd° _ : ] : 100.0
Prima Uil Co. Ltd. | 100.-0
Public Fuel Transmission aystems Ltd. 50,0
luontreal Plpe Line Co.. Ltd. : 16.0
Regent Refining (cCznada) Ltd. o 70;0
Rogers Elias Co. Ltd. L 100.0

T. & L. Fuels itd. - 1000 @ -
Tex—Park Ltd. S 50,0
Tolhurst (il Ltd. . an . 100,0
Tolhurst Petroleum Ltd. " o 100.0
Trans—Northern Pipe Line Co. Ltd. 33.3

Sburce: Statistics'Canadé, Inter-Corporate Ownership
Statisties, 1969, P. 512, '
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l ..
economic acets of Canada, Imperial exempllfles the extent
/

of \ownership which may be obtained, w1th1n Canada, by

'subjldlarles .of forelgn corporatlons. Imper1a1 alone

a, and and over one quarter of all sales of reflned petro-
leum products. Wlth over 7,000 outlets, Imper1a1 is Canada's
large t retaller of petroleun products. It is alsc diver-
51f1eﬂ, hav1ng interests in a range of goods from plastlc

»

bottles\to boiler turbines.
=Imper1al though the largest, is by no means the only
major 011 company in’ Canada._ The second largest 1s Shell’
011-Canada. Shell first. entered the Canadlan scene in
1912 bnaldlng storage fac111t1es for crude from the East
Indles under the aeqgis of. 1ts wholly-owned sub51d1ary——
-Shell 011 Company of B.C. Some refining was begun_in 1932
- at Vancouver and Hontreal but Shell's American—based
lelSlonKundertook all'. explorataon Unable to find oil in
quantity, and “faced w1th’the'loss'of‘its properties in the
Far East after the second World-ﬂar, Shell was forced'to
cut back many of 1ts operatlons.' Consequently, it was
dec1ded to cease operations in Canada, in'favour of
Venezuelan exploration. Leases dropped by Shell in 1946
covered the 51te of the Redwater field brought in two years

later by Imper1a1

-\;_ et - ®
Pl

S0 In 1950, Shell was back in operatlon in Canada Its
-premature abandonment of the field forced the company to
make heavy cap1ta1 outlays to become competltlve w1th the

other major flrms. The company became active in petro-

[

-

W
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chemicals in the east, matketing.in the west,nand in explora~
tion,_primariiy offshore drilling. ' Shell purchased North
Star.Oil.Ltd. in 1960 and North Star s subsidiary, Cree

Oils of Canada, Ltd. Next, ShelI purchased one of Canada's
-largest 1ndependents, Canadlan 0il Companies Ltd., which

had been founded in Petrolma, Ontario 1n‘1901 Through'
thése purchases, Shell Canada, Ltd. retrieved its position

as one of the majors in Canaga. The company ds'B? per cent
owned byliggli PetroieunﬂN V.%?% and its. sub51d1ar1es, and
about 20 per cent of the shares are publlcly he;d |

[

The thlrd largest of the majors is also foreign con- .
'trolled "It is based on the Brltlsh Amerzcan 0il’ Company,
(B A ), founded in 1906, 1n Toronto This company was
actlve in refining, pipelines, andfxploratlon in the years
prior to World War Two, and even maintained an Amerlcan
subsidiary. Just after the war, the Gulf 0il Corporation
.acquired about twenty per cent 1nterest in B.A. Then Gulf
acqu1red control of B.A. in 1956 by felling its Canadian
sub51d1ary, Canadian Gulf Oii Co. to B.A.-for over eight
million shares of B.A. ‘Added to_the‘snares Gulf already
owned in B.A.,‘this gave it complete control.”*® 1In a

séries of moves, the Gulf—controlled‘corporation began

expansion with the purchase of control of American Explora-

-

*9g5hell Petroleum N.V. is a company incorporated in
the Netherlands. "N.V.". stands for Naamoloze Vennootschap,
which is Dutch for Limited: Company., -

“°J. M. Freéman, Bl%gest Sellout in HistoE% - Foreigg
Ownership of Alberta's O1 Gas Indust an e 01
Sands lAlEerta New Democratlc Party, I§33;, p- 17. -
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tions Ltd; in 1962 (Purity Service Stations) Superlor
Propane Ltd. in 1962; .and control of the Royallte 0il
Company in 1964, By 1969, the company 'Was 69 per ‘cent
owned by Gulf and acknowledged the arrangement by changlng

h

its name to Gulf 0il Canada. The third takeover was com-
pleted. - )

. The flnal company con51dered one of the majors is
Texaco Canada Ltd. fThe orlglns of the present company dgte
back to 1873 with the McColl and Anderson partnershlp in
Toronto. A merger w1th Frontenac 0il Reflnerles Ltd. in
1927 created McColl-Frontenac 011 Company, whlch had
Canadlan and West Indies sub51d1ar1es. 1

‘Unable to raise the cap1tal needed for growth during
the. Depre551on the_company began selllng-shares to the
Texas 0il Corporation, later known as Texaco, ‘in 1936. By .
1938, Texaco had acquireqd sufficient shares of the company‘
to elect its own people to the board of dlrectors. In ‘
1948 Texaco became the maJority stockholder, a posltlon
reached by purchases and exchanges of shares in a manner
51m11ar te the B A, takeover. By 1969, Texaco of New York
had acquired 68 per cent ownershlp of Texaco Canada, and
full ownershlpqof Texaco Exploratlons, a company with major

.011 reserves in Western Canada, and which operates much of

‘the gas proce551ng plants of Texaco Canada.*

‘h\j Canada may be found in Gray, The Gregt . . . Patch, Pp.
e 5

57-280, and in Freeman,. Op. cit., pp. 10-19.
. - - { -

i
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.hinged was mohey, Canadlan companles have . con51stently
been»unable to raise suff1c1eﬁt capital for- the growth and
expan51on whlch would keep them competltlve. To remaln in
operatlon thelr only alternatlve has been to selil to

?

another oijil company which would Eé:fide that capitai. The

multlnatlonal -firms have usually
fled 1nterests in enough countrles .that a lean perlod in.

one areq would not cripple overall operatlons Canadian

3

i companles, partlcularly durlng the Depre551on and pPrior to:

! o
LLeduc did not have those buffers to fall back on. They

'could _not ralse the capltal for expansion in a field which

"

appeared ‘to have high rlsks and llttle future potent1a1

It is for these reasons that the Canadlan oil and gas

flndustry has become dominated by non- Canadlans. The poten-

tial for the groetb—of ‘the. 1ndustry at Athabasca, in the

Arctic and through offshore drllllng could be _vast. ' The

largely forelgn—owned 1ndustry Pays low taxatlon rates, and

returns from land sales, leases and royaltles are not

great. The 1mp11cat10ns of these factors, "and the p0551b1e

a

approaches which can be taken to manage the 1ndustry and
energy resources will be the topics of d15cuss;on of the
rest of the paper. These issues, as Wlll be shown, could

‘be of incalculable 1mportance for the future of Canada,

d suff1c1ently diversi- .
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' CHAPTER Two ' |
FORMATION OF A NATIONAL oL POLICY - oIy, Ale GAS .

-

Proposed solution mus't take into consideration the diversity'

Qf"rightsl interests, ang Priorities of the government

groupg;gnd individuals

coﬂferned in the ultimate disposition:

of energy resources.*. B

Thomas Burton, Natural Resource Poligy. in Canada - Issues and

Perspectives (Torontos: McClellangd and Stewart, 1972); "
Canada;'Nat16nal Energy Board, Enerqg: Supply and Demand angd
Export Demand for Canadian Energy, 1966 to £§95 (Ottawa: —

- Queen's Printer, 19697; Department .of ExternaIéﬁffairs,

International Pers ectives, Autumn; 1972, Oilweek, Vol. 24,

No, 1, January R ¢ The Windsor-Star, January ang
February, 1973; and The Globe and Mail, January, 1973.

38

*The main Sources of informatibn-for this chapter were
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.

policy. Thus, the whole top1c of energy resourte management

must be discussed,” w1th\eppha51s for\the purposes of this

paper,‘on 011 and gas. -;L;szx ‘

-

The flrst problem in understandfng “the overall issue
of a natlonal energy policy is determlnlng what would ‘con-
_stltute such a polle in Caqada.- The establishment of
pollcy requires utlllzlng a decrslon-maklng process. Those
determlnlng policy must review the ‘Situation on which pollcy
is to be mﬂae, selectmone or more optlons from the alter-
natlves avallable on the basis of the objectlves and
prlorltles of the dec1510n—makers. Then, they must detern‘
mine the pollcy to be adopted and develop programmes to .
‘carry out the policy.! There is a wide varlety of decision-

— :

making_models. One *  -put forward by the Econdmic Counc11

;of Canada in its Eighth Annual Review, dlscussed the :

dec151on~mak1ng process as a three—level system. The' report

offered a 31mp11f1ed chart to explain the system of decision-

b

government . - o R
. 1 . . i

making (Chart One). A complete system for*thEﬂfédefal* -

&
-
¥

would provide for 1nflows of information relating
to.the objectives, policies, and programmes of
provincial and municipal governments, and foreign® -
governments and organazatlons - . .. as well as '
access to information’ from private groups. o LI

- - -

- The key- features ofy Chart One involve three centres
R

“of attentlon Flrst, there must be choices of alternatives -

'Canada, Economic Council of Canada, Elghth Annual
Review - Desiqn for Decision-Making - An Application to
\Human Resources Policy Ottawa: Information Cana a,
p 63, el : -

52 - 2Ibid., pp. 64-65.
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Selected Information . Inputs into |
‘ a lecigion-iaking Process -
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=y e output . E ~ Priorities /ZQZ Objectives
= distribution ;» Among Goals S I
Models and Cnooaing _ Stfg%egie;a
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[ . Policy '
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Analysis and“' ' , Choosing Tacticg 3
= prermental 77| ~Among | P77 777 (Programmes )
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- ~
3 on-going ’
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‘ feedback
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avallable at the leévels of objectlves, pdlicies and pro-
' . .

' grammes. Second, each level must have, analytical inform-

r"k

ation available“to it, so that dec151ons made at each level‘ N

<

can be based on the fullest degree of 1nformat10n relevant

'.to each Judgement : Third .a continual rev1ew and access

. "to feedback must be'avallable to all three 1evels so- that

- rogative of the federal gbvefhment but as a "set of common

-

T “*Thomas Burtqg, op. cit., p. 18. ) ' P ) _ ﬁ?”‘

Quebec, Nova Scotia. and New Brunsw1ck

&

N
reassessments and changes may be made, based on the 1mp1e—

mentatlons of each stage of the dec1szon—mak1ng process.

S

To begln an analys;s of dec1sron-mak1ng 1n energy

K

résource management -a cautzonary note must bé. made,
National pqlrcy must be regarded not as the sole pre—

8 2 ¢

..“
B

\
national gpals and objectlves for .energy resources '

.-

A
Plannlng and management for the country as a whole.““‘

As in so many areas, ‘the federal gOVernment has llmlted

"

“direct Jurlsdlctlon over energy resources.‘ The‘role of the

-

provxnc1al governments and other groups Ls’therefore of

major 1mportance o ;'3 i-'wf

The prov1nc1a1 governments, under Sectron 109 of the

Brltxsh North Amerlca Act, were g1ven full control over

mlneral resources found w1th1n thelr bougdarles.‘ At the
-tlme og Confedenatlon, these rlghts belonged to Ontario,

In 1871 British

Rev1ew -“De51gn for Deeisi
Human Resources POllC :

.- - ' " - =

-.. B ) PO
i .



) ’ﬁ%\In 1873 Prince Edward Island was also granted thls juris-

:dlctlon on- becomlng a provrnce. HQWever, the federal govern-
ment retained mlneral rlghts in Manltoha, Saskatchewan and
Alberta as they’ entered Confederatlon. It was not until

.f'1930 that these prov;nces acqulred the rlghts and powers

enumerated in Sectlon 109, ’~*~

' The full rights of 'the provinces_over mineral resources
. oL ll > - ’ - * Y
.are still restricted‘BYEhertainAother claims. The Hudson's

’Bay Company, whlch sold Rupert s Land to the federal govern-

-~
\ -

ment in 1869 retalned some. of its land and control in-.
. cluding control over sub-surface minerals, on 7.5 million
‘,;acres of land or about five per cent of its former terrl-‘
htorles - The Canadlan Pacific Rallway (C P R.), was granted
A N thenty -five. mllllon acres of land as ‘a rlght-of*way for the
rallway, and soocn retalned mineral rights on the land

Todax, the C.P.R. has 9.5 mllllon/acres of land under oil

and gas leases in. Alberta alone. A f1na1 non—federal control
lles in the hands of owners ot\land homesteaded and- pur—J
chased prior to Confederatlon. Although the total of these
- 'free—hold lands under full private control is not exten31ve,
| 1t is another element curtailing Jurlsdlctlon by the federal
- government.
Control by Ottawa extends to all federal “Crown lands
.- to the Yukon and the Northwest Terrltorles The land titles
to Indlan reserve lands, except in British Columbla, and to
Nailonal Parks lands are also held by the federal government

' The 1967 Advisory Oplnlon of the Supreme Court of Canada,

‘on a referral case concernlng ownershlp and jurlsdlctlon
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-~ over the resources of the subsoil and Seabed off the west

Al

coast, putl by the Federal government stated that ownershlp

and ]urlsdlctlon over mlneral resources 11es with the

federal goyernment.

Therefore,rone must be aware that any pollcy has "to
take into consideration the fact that constltutlonal and
legal jurlsdlctlon over enerqgy resources lles w1th two

levels of government two private groups (the Canadian

Pac1f1c Rallway and the Hudson s Bay Company), as well as

a number of 1nd1v1duals. To further complicate the 1ssue
of who is entltled to be a dec151on-maker, or have a part
in the de0151on-mak1ng~process, eaeh government has estab-

lished a number of departments, boards and agenc1es to

handle energy resources within spec1f1ed areas of control.

Each prov1nc1al government has a department which deals

- -

with natural resources and some have more than one., Twa -
also have separate 0il and Gas Conservatlon Boards. A

number of other departments exert 1nf1uence over lnternal

" SFor more detalled information, see H. C. Hodgson,
Digest of Mineral Laws of Canada (Ottawa: Queen's Printer,
1967), pp. 1-4, and Jean-Luc Pepin, "The Federal GOVernment
and the 0il Industry" in J. 'D. Hilborn (ed.), Dusters and
Gushers (Toronto. Pitt Publlshlng Company, 1968) pPp. 93-98,

*As of 1968 relevant prov1nc1a1 departments were
as follows: Brltlsh Columbia, -the Department of Mines and
Petroleum Resources; Albert ’ the Department of Mines and
Minerals, the A1l erta Enerd; Resources Board; Saskatchewan

"the Department o -Mineral Resources; Manltoba the Department

of Mineral and Natural Resources; Ontarlo, the Department
of. Mines, the Pepartment "of' Energy and Resources Management
the. Ontarlo Energy Board; Quebec, Department of Natural
Resources; New Brunswick, ﬁpartment of Natural Resources-
Nova Scotia, Department of ines;- Prince Edward Island,
Department of Industry and Natural Resources; Newfoundland
Department of Mlnes, Agrlculture and . ResourCes
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’ TABI:L THIRTREN .
Productlon by PrOV1nce, 1971
(ﬂn percentages) DTN

¢ e A

- - - 0.2
’ syhthetic' "~ @ .- R
 crude B —e. - ’
lcondensate ) -
pentanes pluspf, o
propane'- e Co-
Houtans
. sulphur - - - -
. natural gas " trace
liguid®
hydrocarbons‘ " 0.16
(barrelq/day)

-J- N

[ “Bratisn 'Albé_'z_-té Hanitoba
-Columbia - IR

rl

5.3 746 1.
- . iooo -
41"?02 . ‘4 6707 -
2.-4 - 96.7 -—
LI 2.0 : 9506 - -
- . / 9805_ ) ) -
13.0 2.5 -

4.69 . 78.46  o0.93

llguld hydrocarbons are.rcrude, éynthetic‘crude,
condensate, pentanes plus, propane, butane

Source: Ganadian Petroleum A53001atlon, 1971 Statistical

xtevn.em

bhn. 72-89
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TABLE THIRTEEN ~. Continued -
Saskatchewan (Untario yuebec New - -Cdanada

_ Brunswick. . ‘
13.6 0,2 - - = trace . 100.0 g

- - - 100.0 ©
trace ¢ - . = 99.9

‘Lj Form

S08 L - el - 99,9 _
3.3 - v L - ©100.0 -
2.4 ~ . - .=~ w00
19 - - - B .99.0 a
3.4 . . 0.6 ‘trace . trace "~ 99.8

15.56 0.16 - trace .j  trace 99,96

$?
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provincial energy.resource management dec151on—making,'such
4s a Department of the Env1ronment. All of these boards
and departments enact numerous pieces of legislation dealing
wrth\such matters as 1ea51ng, land sales, royalties and ,
dr1111ng and m1n1ng regulatlons

Beyond this, the federal government,pasnhas been
stated, has some jurisdiction within' the provinces, as
well as jurisdiction over the terrltorles and offshore
areas Within this Jurlsélctlon, 1t ‘has set up boards and
agencres of its own to enact 1eglslat10n of the federal
‘goyernment for resource_management The departments and
boards w1th dlrect ‘control are the Department of Energy,
.Mlnes and . Resources,_the Department of Indlan Affairs and
Northern Development, the National Energy Board, the Atomlc
Energy Control Board and the Domlnlon Coal Board A
number of other departments have somé controls over energy
developmentt including the Department of National Revenue,
and the Department of Finance.

r

It 1s thus clear that the question of who makes energy
resource management dec151ons at present is hlghly complex
It is a matter of concern for eleven governments, and many
agenc1es wrthln those governments. A national energy policy
1nvolves reconc111ng hundreds of Acts and . regulatlons, as
-'well as governments and 1nd1v1dual groups w1th some control : i
over energy resources.

The determlnatlon of a natlonal energy policy must

-be made on the premlse that such a pOllcy is. based upon e

"a need for{a’natlonal set of goals and obJectlves as dis- oo
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tinct from federal or provincial ones."? fThisg need 1s
grounded in the belief that the problem of managing energy
resources is of national relevance. There are many
‘arguments in favour of such a-belief. Thomas Burton main-
‘tains that this belief is valid for tfiree major reasons.
The first is that the problems o;}resource use and environ-
mental con51deratlons are international 1n scope, and Canada
should have one voice w1th other nations fac1ng such prob-~
lems.' The second factor lies 1n the v1ew that continued
prosperlty and economic growth is founded on the explomta-
tion of natural, lncludlng enerqgy, resources, and it is of.
natlonal concern that these resources be managed so as to
ensure contlnued overall growth for the whole country.
The third point, made by Burton, 1s the hellef that these
questlons deserve a natlonal pollcy Sane we have already
‘reached a stage where problems of resource management ‘and
environmental concerns transcend ﬁederal and provincial -
areas of-controla They are becoming-natters‘of,national

interest. ®

The question of a national energy pollcy becomes even
more critical with the realization that Canada is heav1ly
dependent upon non-renewable energy resources—--the fossil
fuels of o0il, natural gas, and coal-—used in primary and

i

'secondary stages of energy creatlon. The National Energy

Board gives some statistics on .energy consumption rates,

"Burton, op. cit., p. 18.
®Ibid., pp. 18-19. : .



actualiand,estimated, for 1966 and 1990, which illustrate:

the point.?

‘" % Energy Demand

. Industrgal Transportation*

1966 1990 . 1966 1990 -

Oil . 534 3406 27.0° 24.8 . 990 100.0
Natural Gas ~ 22.3  35.4 21.0 34.1 - -
_— /
Coal - v5.0 - -~ 28.8  10.8 . _ trace -
‘Electricity 13.7 29.4 30.3. 23.1 - -
' *This re;%;t did not take into account rapid transit systems

which, are projected for the future, or the subway systems
of Montreal and Toronto. - :

In a further biéakdown,_tﬁe Board‘s report showed sources
of electricity supplies in Canada to be as follows:!?

11966 1990

" Hydro F v © 0 82.08 . 44.0%
:Nuciear' : - . - 32.0
Coal : o ~lo.o  17.0
0il . 2.0 3.0
Natural Gas . -, 3.0 3.0
Industrial'thermal 3.0 - 1.0

'This table illustraté§ that of the electricity supply in .

- 1966 fifteen pef.cent.was met by non-renewable fossil fuels,

and that, in 1990, twenty-three per cent of electricity in

Canada would be furnished by those fuels,

’Canada, National Enerqgy Board, Energy Supply and
Demand in Canada, 1966 to. 1990, and Export Demand for Energy
(Ottawa: Queen's Printer.-l969), Pp. 23, 34, 43]

l°Canada,'NatiOna'1'.Energy Board, op. cit., p. 70.

-,



Canadlan Productlon, Export,

45a -

TABLE. FUURfELN (A)

1.
2.
3.
4.

(]

Crude 0il and Petroleum

Eyuivalent Products
: . barrels/day . barrels/day
Froduction®  1,584,1712 1,396,079
Export - 750,811° 36,945
Tnport 669,109% - 155,978

Consumption 1,502,469 - 1,515,112

8 includes crude, condensate, pentanes plus,

? includes crude, condensate and pentanes plus

Seuree:

butane mixes

-~

Import and Consuhﬁtion, 1971

Natural Gas

mef/day

- 7,072,867

2,504,841

4,568,026

end propane/

export to the United btates of crude and equivalent

. . . \'

P

HeVleW. Ppo 83’ 100—103’ 89. o

Canadian Petréleum Association, 1971 Statistical
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~ TABLE FOURYEEN (B)
Percentages

‘Crude 0il & Petroleum HNatural

" S ¥ Equivalents Products - Gas
1. exports as a . :
percentage of _ . g
_ Pbroduction ' 47.4 2,6 35,4
. 2, imports as a . - T K *%5%5.

percentage of ,

cqnsumptién‘ o 445 . 103 -
3+ production as a

percentage of.

consumption , : i'105,4 92,1 154,.8

Source: Table Fourteen (1)
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This heavy‘dependence On non-renewable resources is
not a severe problem whlle exploration contlnues to flnd‘
new reserves equal to or in' excess of those depleted
'annually. This was true of Canada until 1971, when extrac—
tlbn hegan to outstrip the discovery of new reserves of oil
and gas. Other countrles are in an even more tenuous_
-position. '"The rate of increase in the level of consumptlon
of 0il in the United States between 1967 and 1970 was, in

each year, greater than the discovery of new reserves,"i?

rate than they are being found.

This raises another ma]or factor to be considered in
an examination of pollcy determlnants. The main desmre of
' the United States in acquiring Canadlan energy supplles

,w111 be dlscussed in the next chapter on contlnentallsm.

However, several relevant points should be made here; The.
United States appears to be depletlng non-renewable energy
reserves faster than they are belng replaced by domestic

dlscoverles. The country is already heavily dependent upon
foreign supplles "In 1970, the U.S. imported 25 per cent’

of its total-cil needs.. That will rise to an estimated 35
Lt %\ .

' Per cent in 1973, and to 45 per cent in 1975."'% venezuela,
: -
:

/-~ ''Burton, op. g . p. S8. -
//' '2This does not. necessarlly mean that such reserves
cannot be found. Widespread speculation in the United
States that oil companies are dellberately causing an
artificial €nergy crisis by minimal exploration has al-

-Yu.s. Newsiand World Report, February 19, 1973,
p. 31 )
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whlch supplled twenty -s8ix per cent of. the 011 1mported into

the United States, and: whlch raﬁks as its largest 51ngle

J,supplier, is facing steadlly decreaSLng productlon Canada,
‘the United States' second largest suppller at twenty- two

per cent!" has been marked as a rellable source to help

supply the demands of the Amerlcan energy market

In ltS 1972 annual rev1ew, Ollweek gave flgures Whlch

-

showed that Canadian exports of crude and pentanes plus

PEN

increased from twenty .per cent of productlon in 1960, to /(/ “

)

around flfty—flve per cent of production in 1972, Exports f

f

are expected to rise to fifty-seven per cent of producﬂion
in 1973.'5 1n 1971, Canada exported 35.4 per cént/ofjlts
productlon of natural gas to the Unlted States as well

‘ If. the pPressure to supply Amerlcan markets came only -
from the Unlted States, the questlon of Amerlcan shortages-
mlght not have as much 1mpact ‘on Canadlan supplles as it
dces now, .However, the demands from the United States are.
Supported by Canadlan 1nterest5. Even the National Energy

Board empha51ses the 1mportance of Amerlcan needs when it

makes its supply analySLS

can be used in Canada.

Al ) B
- '“y.S. News ang World - Report, February 19 1973,
p. 44,

150ilweek, Vol. 24, No. 1, Jan."19, 1973, p. 12.
'$1bid.
’National Energy Board, op. cit., p. 47.

1y
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Given an 0il and gas industry primarily owned by

-foreign interests, most of which are Amerlcan, and the

—.-

demands of the Amerlcan market for,energy resources,
A
Canadlans have adopted three differen ways of looking at

the issue of energy résource’ management The first falls

¢

under Burton's headlng, technologital'man, exemplified P

by Jean—Luc Pepln. As Hlnlster'bf Trade in 1970 he

-+ stated that‘ It would be crazy to sit on it. In maybe

'Ecologlcal man wou%? express needs for more cahtlonary

25 to 50 years,_we 11 be heatlng ounselves from the rays of
the sun and we" 11 klck ourselves in the pants for not

capltallzlng on what we' had when gas and 011 were current -

- . . - " ' t : - -
commodltles nls | L ‘ :

The . second p051tlon is one which might be held by
those ~approaching the issue of energy management as
\/
ecologlcal man. Such an 1nd1v1dual would malntaln that

the creatlon of the James Bay Hydro -electric Pro;ect or

‘the Mackenzie Valley Plpellne would create ecologlcal havoc

for people, wlldllfe and natural cycles which would cause

1rrevocab1e personal and env1ronmental damage, not worth

v s
L3 ;.

whatever financial or energy returns might be achleved

LI

Caa g
&
-,
P

approaches to 1arge scale power, and energy resource trans—'
portation progects; He. would d,mand far greater empha31s
upon the quallty of 11fe as it. mlght be affected by resource

exploitation.

‘The third position is one wﬁichlwould be held by

®The Globe and Mail, "Calculating U.s. need,"
September 14, 1970, ' - L ’

“

et
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Tcﬁéyvinistic man.‘ Such a person would hold that 1f the
resources 11e in Canada, they should be used to supply
Canadlan needs, not forelgn demands "Chauvinistic man"
is exemplified by the natlonallsts 1n the oil and gas Lﬂ_,
. debate. Some call for 1mmed1ate;natlonallzatlon of the 0il
" and gas 1ndustry. Some advocate that all future 0il and
gas development be undertaken by a Crown Corporatlon. Some
)merely 1n51st upon greater returns to Canadlans through
higher levels of taxatlon, and hlgher rates for land sales;
leasestlﬁﬁﬂ royalties. These three schools of thought, and
the groups Whlqh have adopted them, have an. impact upon’
the determlnatlon of energy resource policy in Canada.
All of theserfactors -may be anaﬂysed according to

the outllne set forth in Chart One. 'On the first level-of‘
the~pollcy making~sy§ten,‘that of settlng pollcy objectlves,
goal indicators are utilized to dellver 1nformat10n on . _
which goal prlorltles pay- be determlned In terms of energy
resource manacgk ent, goal output 1nd1cators would lnclude
Natlonal Energ Board Statlstlcs Canada and the Canadlan;
Petroleum Assoc1at10n analyses of the pPresent energy supply,-
demand consumptlon, 1mport and export rates as well as
_progectlons “for the future. ‘8zal distribution’ 1nd1cators '

would 1nc1ude analyses and projections by the Alberta 0i1l

and Gas Conservatlon Board, as well as other provincial‘
1nd1c1es of cons tion, supply and demand. Goalfdistribuu N

L

supply and dem d, as, well as reports from groups like petro-

leum enginee , and Pollutlon Probe.,Indians’andmlnuits

—

o
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The latter groups could furnish‘information on thelpersonal

~

F

and env1ronmenta1 effects created by present and pro]ected

sf~—~—-—Jenergy exp101tatlon schemes._

' From these goal 1nd1cators, a number of prlorltles
d '

can be determlned Such goals might include 1mmed1ate'

.

economlc returns dong term economlc returns, minikal

env1ronmental damage, and long-‘and short term energy returns

i

, for Canadlans, and malntenance of frlendly relatlons w1th
Q. C- e :
R the Unlted States._ If the goal prlorltles chosen were 0

~ short term economic returns and the maintenance . of\frlendly . g
. relatlons w1€h the United States, a pol;cy objectlve of,

sales of all energy reserves surplus to progected Canadlan

]

demands. mlght be selected

If the goal prbrlty of creatlng minimum ecologlcal o z
damage was chosen, a pollcy objectlve of fore901ng schemes

' ) llke the James Bay Progect and'the Mackenzle Valley Plpe-
- r....t

llne would be adopted Instead prOJects Wthh 1nvolved
fthe- least degree of danger to,the environment’, and perhaps-'
a»move towards developlng alternate sources of energy which

C b would offer less onv1ronmental damuge mlght be promoted

Even.an empha51s upon greater use. of natural gas, a low

L

alr pollutant. mlght be a scheme w1th more eco&oglcal smfﬁl
. iy

guards. ‘ ' --f N ."' ‘ ' ; ' ﬁ ‘ S T,

Slnce there 1s such a. hlgh degree of Amerlcan ownér-
Shlp of the Oll and gas 1ﬂdustry,\and since there are ever-
' 1ncreasxng demands from the Unlted States on Canadlan L . ‘ B
‘-u - energy supp11es, the questlon of the determlnatlon of a

T "natronal energy @ollcy may be v1ewed in part, as a problem

-~ -
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of CanadlanwAmerlcan relatlons For this reason, - thlS paper
will concentrate on examlnlng energy resource management

in terms of - the three pollcy optlons proposed by the

Department of External Affalrs report Canada-U S RelatlonSr.

Options for the Future. ’Publlshed in a spec1al edltlon of

Internatlonal Perspectlves in October, 1972 the.report

p01nted out the 1mportance of the Amerlcan relatlonshlp to
Canada.? It empha31sed "the grow1ng ‘and W1de1y felt concern
[in.Canada] about the extent of economlc and cultﬁral
~ _dependenc/,upon the Unlted States and the 1mpflcatlons for h
Canadlan 1ndependence After examlnlng the hlstorlcal :
trends in Canadlan—Amerlcan relatlons, the paper points
'out that today "the oyerrldlng 1ssue in the Canadlan—Unlted
fStates relationshlp for most Canadlans is economlc 1ndepend—
:ence."20 . \'? ’q.'hr' i l} : /

: - - ' ' ‘

From its analy51s of the nature of the pPresent .
'relatlonshlp between Canada and the United States, three
-options for the future were offered 21

fi.; We can seek to malntain more or less our present
relationship,with the United States with a minimum‘of policy
adjnstments;‘ | o . _
2. he can move dei;he;ately toward closer lntegratlon
w1th the-United States; N /' N
" 3. We can pursue a comprehen51ve,_long ~term strategy
'to develop and strengthen the Canadian economy and other

19Canada, Depa:tment of External A!falrs op.-cit,, P.

2°Ibid., p. 1. . . . )
' *lipid., p. 13:-° - . o S ;

-
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aspects of our nat10na1 life and in the process to reduce’

—a

‘the present Canadlan vulnerablllty. ) w

N b

In terms of Canadlan American relatlons, the options S

\

and thelr results, could: be simplified as follows:

Option One - Malntalnlng the status(;uo -——— closer

»

integration

Option Two - Cooperatlon--———+ 1nteract10n ——=—
assimilation = :
Option Three - Cooperatlon-Canada First —-——-- C-C
dlssoc1at10n ———— 1ncreased Canadlan 1ndependence

\

From these th}ons, as they relate to possible energy
policy, three main strategles mlght be adopted Option
One, to be dlscussed in this chapter; inVvolves malntalnlng
present - patterns, with an empha51s upon pragmatlc reactions
to changlng events, leav1ng the door open on other opt}ons
if they become needed. ' ‘Option Twokgwhlch 1nvolves A
del&berate move towards closer 1ntegrat10n w1th thé Unlted
States, would involve. the adoptlng of some form of con—_
tlnental energy pact which will be discussed ih Chapter°
Three. -Option Three, whlch 1nvolves dellberate moves to

decrease Canadlan vulnerablllty in its relatlonshlp w1th

the United States, could be adopted by the 1mp1ementat10n

of one or more of the nationalist proposals to be dlscussed

Y
.The first optaon was generally rejected 1n the p051tlon
paper because there would be a rlsk that "in pursuing .a.

purely pgagmatlc course, ‘Wwe may flnd ourselves drawn mor

. closely into the U.S. orbit.X 122 15 terms of energy pollcyy
}

however thls is precrsely the pollcy berng hgﬁed upon at

L

nada, Department pﬁeExternal'Affairs, op. cit;,' o

af

e
” \ FEy

$
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‘present.'_In effect Canada's lack of a comprehen51ve"
7 —*r,".' -

A %wnatlonal energy pollcy is its pOlle. Unless a concerted
effort is” hade Lo adopt an alternatlve pollcy, this pollcy

by default wrll rema&h Canada's method of handllng enerqgy
v ® ‘.-‘ resources w1th1n Canada,\and those 901ng to the United
:u“. States.l-a ’ L . .. .
Ca The.pollcy paper ofmthe Department of External Affalrs
- ) - N

%  pginted out the advantages of such a pollcy. Flrst it

"%} would nOtfllmlt the adoptlon of ‘another pollcy 1f the

‘N \d; ’ % -.,-
t
51tuat10n seemed to warrant a change. Second Jif optlmlstlc

o e assumptlonsrabout Aﬂerlcan pollcy ahd trade relationships
“ " - Wlth thehrest of the world are reallzed Canada mlght be
3f". able to pursue thlS pol;cy w1th oonsxderable success for

i ) ‘some time 1nto the future. o f\ih o,

e . ® id

‘q . The blggest problem Canada faces in pursuing Optlon'

g Lo One is that it is baged upon the bellef in a’ spec1a1 ;
o . relatlonshlp" \L;“D/Zrants Canada favoured treatment in’ the

L

Unlted States. A brief'exam;nationpof Canada's relations
with'the Uni¥ed States in the field-of energy resoUrces,'
1nd1cates that' if Canada has a spe01al relatlonshlp, it *mL,
has not been well served by its spec1a1 status
As has been noted Canada. has sent an- ever 1ncrea51ng

.percentage of raw energy resources, prlmarlly crude oil and
7natural gas rto the United States. Voluntary 1mport quotas

v ' S ‘were adopted\L the United States in 1955, and were replaced

- by mandator; controls whlch offered Exemptlons +o any

country exportlng overland by plpellne or rall. Canada;.

v1rtually the only country in a position te ship such -
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exports,lwas thqs exempted from these controls.“This
exemptlon was removed in March, 1970, and a quota of 395,000
barrels a day of Canadian crude was imposed., ??

The 1mp051t10n of this quota occurred within a few
months of two other energy events in the United States

One was the publlcatlon of the "Shultz Report" in February,
~

:1970 zu The other was the beglnnlng of negotlatlons for a

major sale of natural gas to the Unlted States, started ¢

}

~formally in September, 1970. . . RN

The publlc approach of the "pragmaklc" Canadian govern-
ment is worthy of note.- In December, 1969 J. J. Greene,.
then Mlnlster of Energy, Mlnes and Resources, dellwered a
speech in Washington, in whlch he advocated a contrnental
energy pact so that "people w111 beneflt and both countrles
will benefit,,irrespectlve of where the 1mag1nary border
w25,

In May, after the 1mp051t10n of the quota, Greene

deliyered‘another speech in the Unlted States, thlS tlme_”

-in Denver. After discussing Canadlan attitudes toward the

Vietnam war, race riots, and campus\unrest' Greene moved

A

on to discuss the quotas. He commented that "the. Canadlan

public is interpréting thlS as a pressure play, to squeeze

Canada into some form-: og energy deal whlch .would not be to

23The 1969 dally average: exports to the U.S. of crude -
and pentanes plus had been 549,700 barrels a day. G

. hxl 2"Thls report will be discussed 1n detail in Chapter
Three, :

' h" S Laxer, "The Greene-ing: of Canada” in A. Rotstein
and G. Lax (ed.), Independené¢e - The Canadian Challenge

(Toronto: Cémmittee For an Independent Canada, 1972}, "p.

TJ139.-;3
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¢ the Canadian advantage."2?% He further noted, referring to

both gas and oil negotlatlons, that"Canadlan gas would be

available to supplement Unlted States supplies only if our -
5\
petroreum industry as ‘a whole recelves the 1ncent1ves of

progre551ve growth and assured stability of access to export

markets for oid and ‘gas liquids."?’
The Denver speech was w1dely regarded 1n Canada as
an adoptlon of a natlonallst stance by the Canadian govern-

ment. However, the second quote from the speech clearly
/ .

‘indicates that the 1ntent of the governMent was to acquire

:the greatest 90551ble access to: Amerlcan markets for Canadian

0il and gas suppllesﬂ—the contlnentallst de51re. .Whatever“

the lntent of the speech ‘the effect within the United

States was minimal. The gas sale was completed without the -

I._\\

oil ggotas bflng lifted. Even the 13, 000 man .years of jobs,
touted by Greene as an lmportant beneflt of the deal to-
“Canadians actually meant only that 13,000 men would be

employed for one year on constructlon of a plpellne to Shlp
Canadlan ‘'gas to the Unlted States for the twenty years

r

encOmpassed in the sale. v . -

If suoh\events wefe isolated, or- even marked the )
N »
- end of an era, 1t mlght be p0351b1e to prove that this ad

-

hoc response by the Canadlan government would not be detrl—.

v -\

mental to Canada. More recent events have not Lllustrated .

267, Laxer, "The Greene- -ing of Canada" in A. Rotstein S
and G. Lax. {ed.), Independence - The Canadlan Challenge,

p. 139, .

271bid., p. 140.
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much less willingness on the part of the: Canadlan‘govern-'
me % to adopt a pOllCY 1ncreas¢ng energy exports. Public
remarks are contradlctory and confu51ng.

On a radlo “hotllne programme, "Cross Country

Checkup,”™ on February:4 1973, the present'MinEster of -

Energqgy, Mines and Resources, Donald Macdonald commented on '

the issue of energy sales. He said that "Canadi is. not

'lnterested in pooling resources with the Unlted States .in

a contlnental energy policy . . . Canada has reached a
point where it may not export any more gas and may not in.
the future increase,its oil exports."ZB Irohically,
Macdonald had stated in the Commons not a month before,
that "At the present tlme we have no intention of J.mposz.ng1
a form of regulatlon or export control « « . in short terms
at least there is apparently no problem in contlnulng supplles
for reflnery feedstocks A

All of these quotes pose a number of largelv ‘unanswer-

able questions. Are they a reflectlon on one story for

Parllament and a. dlfferent tale for mass consumptlon? Is

Jit thus a matter of political expedlency, to cover all

Jp0551b111t1es by maklng these kinds of remarks? Are

Macdonald s two commeénts a reflectlonﬁof changlng publlc

reactlon to grow1ng Amerlcan demands on Canadlan energy

‘supplles° Whlch of these two- remarks represents the position

- of the federal government or of Macdonald’ .Indeed, do either?

L ——

¥ L

28fhe . Wlndsor«Star "No joint energy plan," February:
5, 1973. — T o PR

29The WLndsor Star, "Fuel fears blamed on u.s."
January 9, 1973. ‘

o . )
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On the assumption that actions speak 1ouder than words

one mlght take note of the fact that Canada contlnued its

™
negotiations on ‘the trade and sale of energy resources

during ‘the time period in which. Hacdonald made his two -
_—
) ~
remarks. Negotlatlons contlnued on 1nd1v1dual energy resource

)

" sales to the United States. The American interpretation of

|

Canada's attitude was reflected in some comments made before

the U.S. Senate Interior Committee, by G. A. Lincoln,

Director of the Office of EmergencY Preparedness.. He stated

that "in bilateral talks of recent years, the Canadians have

apparently shown llttle 1nc11natlon to dlscuss energy issues
between our -two countrles within ‘a common energy framework w30
He" further went oﬁlto say that "We had forthrlght and

-LI'
frlendly dmscussxo%s with Canada .- - . and a fair degree of

"understanding."ﬁl. aAll Amerlcans appearing before the-

Commlttee appeared to feel that negotlatlons contlnued to
go smoothly, and . that, although a contlnental energy pact
dld not’ seem to be part of Canada s pollcy planning for the

future, there was a hlgh levél“of accord for spec1f1c energy

w

sales, )
One final comment’ on recent Carmradian reactlons to N '_.t
‘ P
situations as they arise wlll fufther illustrate the trend
to ensuring large sales of 011 to the Unlted States. Fuel

shortages in the Unlted States during the w1nter of 1972—

1973 flnally led to ea31ng 011 1mport quotas 1mposed in

a0 , "Canada—U S. hold secret energy

talks On regular ba51s,” January 12 1973
,"Ibld., January 12, 1973,
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March, 1970. In-January,”19§3, tﬁé"qhéta was raised to
. 675,000 barrels of crude a day, and was 1ater raised
qurther. Rather more than a4 month aftern the Senate hearings
were begun, the Canadlan government through the Natlonal
Energy Board, announced that American export requests for
_Alberta crude would be reduced in March by 3. 7 per cent.

A second look at .the Board s dec151on reveals that
it was not as much a response to natlonallsts as the head—
'llnes made it appear. The American request was for the .,-
export of Qll in March at 1evels of more than one hundred
thousand barrels a day over February‘levels The Natlonal.
Energy Board, in fact;/authorlzed an 1ncrease in exports
at a level flfty/thousand barrels a day more than the
February levels. Any analysis of the situation therefore,
depends on whlch 51de of the energy fence the analyst sits.
All of these factors lead to the tentatlve conclu51on that
the status quo policy is pelng maintained.’

From aid of these'elements, a chart modelled‘on Chart
One can be drawn up to 1ilustrate ‘Option One-—malntalnlng
the statuys quo._ This chart Chart Two, moves from the goal
,lndlcators previously- dlscussed through goal prlorltles
" to pollcy objectlves empha5121ng economlc returns, safe
_Canadlan supplles for Canadian markets », and markets in the
Unlted States for surplus. After analy51ng the scope of
these policy obiectives policy alternatlves“such as
assurlng the greatest beneflts to consumers and to producers
leads’ to a strategy of ‘short term and long term sales of"

energy resources,to the United States Further analysis of

-
1



DA
'these'strategies allows-fcr the determination of programne'
alternatives. Such alternatives an from engaging only in-
‘short term gas and oil sales, only long‘term gas and oil
sales to the 1mposition of export quotas. . The tactic
finally chosen, the line w1th Option One, would be one ofl
u51ng ad hoc responses to situations as they arlse, leaving
the door open on any tactical alternative. Throughout‘the
modellruns a constant.stream of feedback, whlch can affect
the whole model and any of the levels of the model. Many
:other factors may enter into any of the levels or categorles.
.Chart Two is not- meant to be all- 1nclu51ve but is de51gned
to show how Optlon One mlght become pollcy on the basis of
the dec1510n-mak1ng model

A general overview of this Chapter leads to several
general concluslons and p01nts ocut some facts pertlnent
/to the issue of determining energy policy. First, there is
a wide variety of groups w1th legal rights over the disposi-
'gtion of energy resources, 1nclud1ng eleven governments.
These groups must be reconciled befdre any natlonai" pollcy
;for the benefit of 'all Canadians might be achleved

~Second, there are at least ‘three separate sets of
bellefs motlvatlng those who show an lnterest 1n energy
’ “resource management . Technologlcal man feels sure we can
lalways obtaln energy as we need it, and Canadlan 1nterests

]

requested Ecologlcal man feels sufficient concer

t

would ‘Best be served by selllng all our surplus as it
;Vﬁgz not

been expressed for the personal and env1ronmental damage

: resultlng from moves to create as much energy as p0551ble
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" as soon as possible. He advocates & much hlgher level of

'plannlng and concern for social and enV1ronmenta1 costs.

Nationalistic Man belleves that Canadians are not rece1v1ng

sufficient returns from the exp101tatlon of thelr country s

energy resources. He would advocate much more government -

control and part1c1patlon in resource management

Thlrd since Amerlcan needs are belng met in part by
Canadlan supplles, and the Unlted States is 1nterested 1n
the greatest possible access toe Canadian supplles, the
dlscu551on of a national energy pollcy may be regarded as -

@ study in Canadian-American relatlons. Therefore, the

S
p051tlon paper of the Department of External Affalrs on

.Canada- United States relatlons w1ll be used as the ba51s

for dlscu551ng policy Optlons. The first. optlon}lles in

malntaining the status quo. The second would be adopted by

those equgslng contlnental energy pact propecsals. The

third would be advocated by the natlonallst

The first of'these options, malntalnlng the atatus

_ggg, is 1n fact the one presently being followed by the

Canadian government3 o.pollcy whlch has developed for lack

of a policy. Option One as 1t applles to energy resource

.Mmanagement, has led to- 1ncrea51ng rellance by the United-
‘States on Canadian supplies. Such a pOlle, pursyed over

a long perlod of tlme, could amount to a defacLQ contlnental

energy pact and’ 1ncreased 1ntegratlon of the Canadlan

‘economy into that of the United. States.

All of these elements point out the complex1ty of

the problem of ach1ev1ng a “natlonal" energy policy for-the

R o
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:chapters will discuss Optlon Two a

alternatlves in the search for the best final pollcy ch01ce.

. ’ o
l'maxlmum beneflt of Canada and Canadlans. The -

_next tWO
I

nd Optlon Three as other

1
-y
.
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CHAPTER THREE - | :

CONTINENTALISM' - A
a ~ i R '

]
)

The second policy optlon outlzned in the External

Affalrs Department p031t10n paper on Canadlan-Amerlcan
relatlons suggests\\h anada mrght move dellberateLy

, _towards closer 1ntegratlon Wlth the Unlted-States. In

;terms of energy pollcy, this would mean the adoption of a:

o Contlnentéi_Energy Pact. . . (/j“\ o S
e - LT . . ) ' L " .
N _ Therl is no single deflnltlon of

what would constltute_

such a pact. ,A,yery broad deflnltlon would descrlbe the

L3

J(?}\|dea1 as one of free xrade in energy resources,,ad&oss the
‘o
Canadlan*Amerlcan border, w1th mo tarlff or quota restric-

tions. The pact could either be a comprehen51ve package
deallng with all‘energy resources, or a serles of arrange—-

, ments, each one - deallng with a SpelelC resource, i.e. 01lf

o ) ‘ .
~g4s, electr1c1ty, coal, o AR b

.

A Cont1nenta1 Energy Pact would beneflt both countrles

and the people of both countrles. it would ensure Canadlan

.

producers unllmlted access to Amerlcan markets, and assure

: - )
., .'d@ stable source of supply for the Unrted Stages. In general
,economlc terms it would move Canada and the Unlted 'States

. towards closer integration. _ o y S

Before dlsq3551ng the valldlty of these points, this'

paper w111 outline the reasons why the contlnentallst pro—

posal developed A brief historical outline reveals that

~ ' 5 ¢ ) " . . - . B
o ; 62 . - e
v 4 - -
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'there has long been trade and cooperatlon between Canada

€, : -
and the Unlted States 1n energy resources._ électricity is

one example..

and‘ISOS, One of these was an -American sub51d1ary, and the

'other two came - under .the control of the Ontarlo Hydro- °

,Electrlc Power Comm1531on (Ontarlo Hydro) in 1917 and 1927,

Most of the 1n1t1a1 output of these plants went to the

‘

_ Unlted States under long term bulk contracts. Ontario

\

Hydro was crea%ed in 1903 to ensure prov1nc1a1 electrical

energy needs ‘would be met To- further protect the Canadian

\

<o

market the federal government enacted leglslatlon to regulate .

gas and electr1c1ty exports and to requxre annual 11cences

for approved . exports.
[

Present electr1q1ty trade is carried on under a .

,general equlchange ba51s--equ1va1ent exchanges. Electricity

"from eastern Canada comes frém Québec, through Ontario;

_from Ontarlo, and from New Brunsw1ck- This goes to. New York

and the New England States. "Iﬁ the west, exchanges are

-carrled betweeh~ all Provinces and border states, prlmarlly

) Montana and Washlngton. Canada is a net exporter of elec—

trlClty 1mport1ng at a rate of 73.1 per cent of exports, and

the exchange rate has been steady, although the amounts

exported represent a very small amount of the electr1c1ty

'generated by elther Canada or the Unlted States. The only

'ﬁ'restrlctlons appeared durlng the time the: Amerlcans entered

erld War Two,. when the United States cut back on some

(

¥
1)
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'For more details see J. T. Wlller, Forelgn Trade in
Gas_and Electricit in North America (New - Yor Praeger .
- Publishers, 1970}, pp. 1-43. R e : )
[ - . . . - 3

1971) , p:-55. L -

Y -0 o . 64 % -
: ’ e v . &\“u. .
exports to ensure domestlc supply for wart;me productlon.'
Other cooperative energy Sharing arrangements have’
been made. One example was the CANOL- (for Canadlan 011)

pro;ect undertaken by. both governments durlng the Second .

,World War. It was undertaken when,

In 1942, after the chaos of Pearil Harbour, President __
Roosevelt expressed congérn about the vulnerability
of a sea route to Alaska, and America sQught a
source of o0il that coulglnot be overrun (as the
Dutch East Indies had b n) or sheiled (as  the
Carrlbean installations" were) , 2

* The fears which prompted the Amerlcan government to 1nst1-

tute a pr0]ect of llttle beneflt to the war effort under-~
lined the empha51s upon safe sources of supply, Whlch would

become 1ncréhslngly 1mportant to the Unlted States in the

next quarter century. . o \\ J

Gas and 011 sales have also been carrled out for

\

many Years. The first exports of natural gas from Canada

to the Unlted States were made in 18923 and burgeoned after

-

World War -Two, as dld 0il exports after Leduc. Export
3

patterns indicate an ever lncrea51ng demaﬁ% by Americans on
Canadlan reserves oﬁ 011 and gas and a continued. willing-
ness on the part of producers to medt those demands. It/ﬁ'

may well be that all that would be required to_have a

f

4H\\\ﬂg. Lotz, Northern Realities'(chicago: Follett,

\
i

B 3M111;;?\3E3:cit., P- xvii.
.- ' T .

Vi
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Contlnental Energy Pact would be merely to contlnue present
011 and gas sale trends. However, that would leave out of
the calculatlons the per51stent and 1ncrea51ng Pressure

put on Canada for the adoptlon of such an arrangement for-

mally.
Much of the pressure for this pact comes from the
Unlted States : Increa51ngly '“-an importer of natural
- resources” ——energy,-mlneral and timber : products, the

. American dependence on these resources has prompted an
intense search .for rellable sources of supply.L U. S.
Pre51dent Truman authorized the establlshment .0f a Minerals
Pollcy Comm1551on to lnvestlgate the whole issue. Its

report was 1ssued in 1952 under the title Resources for

Freedom. Known as the Paley Report, it advocated ‘inter-
dependence between the United States and resource rlch

countrles. The UnltndHStates would receive raw materlals

o

‘and in exchange, wouid sell manufactured goods to those

countrles made dependent bytheavy Amerlcan 1nvestment

American aims were summed up in this statement.
The -over-all objective of a Natiocnal Materials
Policy for the United States should be to endure
an adequate and dependable flow of materlals at
the lowest cost consistent with national securlty
and with the welfare of friendly nations,®

"American moves to take ‘over sections of the Canadian

economy, partlcularly resource 1ndustr1es, seems to fall

in line w1th the. recommendatlons of 'the Paley Report. . There

‘ “"By 1956-60 the United States was importing over
half of all its requ1red metals." : J. Laxer, The Energy
Poker Game (Toronto: New Press, 1970 P. 25

*Ibid., p. 26.

vy
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is no proof that the takeovers were undertaken at the.

1nstlgatlon of the American- federal government to meet

.w1th the alms of the. Report. The takeovers represent an

'1nterest1ng coincidence. oOver n&netg per, cent of the oil

-~

refining in Canada is/goréign—owned, and United States

intereésts own "about eighty per cent of the o0il and gas,

‘wells industry, eighty—five per cent of the primary metals:

smelting industry, sixty per-cent,of all m1n1hg enterprlse59

and nlnety per cent of the- rubber 1ndustry e " The only .
major natural resource remalnlng under Canadlan control is
water, wh1ch is largely managed by prov1nc1a1 governmentw
controlled publlc utllltles companles and sub51d1arles. |
In terms of: Amerlcan shortages and Canadlan supply,
the Paley Report expressed the bellef that, —of the twenty~
nine commodltles already in short supply, Canada could

probably supply most of the demand for twelve. "These were

- iron ore, nlckel,ytungsten, cppper,. lead, zinc, aluminum,\:

tltanlum, fluospar, and asbestos n7 The lmportance of

Canada as a supplier to the United States of raw materrals

' was clear in 1952, and has become increasingly more ev1dent

oh Regaining Control of Canada's Economy (Toronto: McClelland
and Stewart, 1 ¢ P. ‘ ‘ . . ,

B
Some other factors have contributed to the;de51re for_

a secure Canadlan market. The 1nstab111ty of Mlddle East
& b
oil supplles was underllned by the dLsruptlon of American.

-

s'1‘ Burton, Natural ReSource POlle 1n Canada (Toronto-
McClelland and Stewart, 1972), p. 81. '

*
- )

’W. ‘H. Pope, The Elephant and the Mouse - X Handbook
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Imports during the. 1956 Suez crisis. Concern for Amerlcan .
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dependence upon forelgn supplles of crude, and- COnoern for:

polltlpal support ‘of 1ndependent domestlc oil- lnterestb ”
oo
howeveér . . o expen51ve they might be, led to the 1mp051t10n
: : »

of vo% tary import controls in 1955, from whlch.Canada

|

was eﬁempt and mandatory controls.-in 1959 from which

. ’ : ) [
Canada was agaln exempteZ.-\It is from this date that the
most marked change in Am

crude begani .

‘ -

rican import patterns in'Canadian

In 1955 Cdnadian crude had accounted for only 8.3
per cent of American imports with Venezuela at

51 per cent and the Middle East at 30.2 per cent.
By 1967 the figures were Canada, 30.2 per cent;
Venezuela, 39.6 per cent; and the Mlddle East
13.7 per cent.®

The cuts in Venezuelan supplies occurred for two

reasons. Thelr relative overall production has been dlmln—

ishing, and th81r ablllty to QIOVlde cruﬁe hds thus de-

- Creased. An earlier reason was’ the effort made by ‘The

Venezuelan gouegnment to "impose a higher level of -taxation

~

on’ the Amer1can-oWned 011 companles. Between 1957 and 1966,

the rate of capltal 1nvestment in Venezuelan oil dropped

elghty flve per cent i

Another maJor factor lies in.the Middle East. In

the 1967 "Six Day War," Unlted States supplies from the area

WEI’E

agaln threatened underllnlng Amerlcan fears of the

®

[ vulnerablllty of ‘their p051t10n while dependent upon those

- States - An EValuatlon New-York: Praeger Publishers,

aJ Laxer, op. cit., p. 28, _Q? -

e
L3 [ -
L]

9E H. Shaffer, The 011 Import Programme of the United

p. 213.

——
"
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-suppiies.- The second problem for the Amerlcans rests with
the Organlzatlon of Petroleum Exportlng Countrles (0 P.E.C. )
formed in Baghdad in 1960. It was Set up by the govern-
(mentssof the o0il exportlng states of the Middle East and
Venezuela to counter a .Series of prlce cuts 1mp1emented by-
the lnternatlonal 0il oompanles From 1ts inception,

O0.P.E.C. has taken an 1ncrea51ngly hard liné with the 01l -

companies, Several months after 1ts foundlng, a government-

app01nted dlrector of the Arabian Amerlcan 011 Company
(Aramco), publlcly accused the company of swrndllng the
Arab states out - of nearly three bllllon dollars.‘ It was

the first comment of its kind ever made by an Arab oil

expert, and carrled a. great deal of welght 1n the Arab 011

exporting states

L

Next, Kuwait granted. the first o0il concession rn the
_Mlddle East for ten years, Departlng from the “flfty- .
flfty rqle"’° the conce551on, glven to' the Royal Dutch/ !
Shell group, granted Kuwalt a twenty per cent share in the )
operatlng company formed to exp101t the Oll, as weli as d‘
.full returns under the "fifty-fifty rule."!! ot
’ The O.P.B.C. countries have never looked back from

the 1960 foundlng of the organlzatlon \\;h3§”have consis-.

tently pushed for bigger returns from the companles exploiting

} . - /"‘ )

!%Under this rdle "Payments ‘to the host governments,
including royalties, are made up by an income tax of 50 per
cent of profits reckoned at posted prices on all o0il sold."”

J. E, Hartshorn, 0il Companies and. .Governments -~ An Account
of the 0il Ipdustry in 1ts Politica Environment London:
Faber and FaBer, 15325, p.'§3

'!For more details see Hartshorn, op. cit., pp. 17- .
29. - ' f




: 69
the oil reserves.of their countrles. Formed when a glut of
. cheap 011 on" world markets cut deeply 1nto their. proflts,
the O P. E C. countrles have succeeded in pushlng up their
own returns as well as world qflces in oil. By 1973 they
were receiving "55 per cent of the proflts plus 2 5 per
cent . royaltles plus an annual 2.5 per cent 1ncrease on .
posted oil prlces to offset 1nflat10n until 1975, ~Th§§ .
amounts to dbout $10 billion a year"12 '
) The Middle East States negotlate from strength
know1ng that they ,produce about flfty flve per cent 'of the
world's crude outside the U.S.S.R. and the United States;
. and- further, that they have flfty-four per cent of the
world's reserves, mostly in Saudi Arabia, The-oilfthey
produce has the added_advantage of being reletEVelx\Eheap."
,These factors giye a major role-to the O.P.E.C. countries.
They now produce eighty-seven per cent of the world's
_exports of oil .and will contipue, into the forseeable
future, to domlnate the 1nternatlonal 0il ‘scene. - .
In terms of the Amerlcan market the xmportant role.

' of the 0.P.E. C. countrles.mustmbe considered - The Unlted

States now imports about one-quarter of the petroleum it

'21he . Globe and Mall "Large l0-year increase forecast
in world‘yetroleum prlces " March 14, 1973,

'370 understand this factor, oy :
tion in these over-simplified terms.‘L- Ku 3 x

produces 10,000 barrels of ©il a day; an Alber 2 Y1l pro- - N

- duces 150 barrels of 0il a day; and a Texas well produces \\\v“\“s.
10 barrels of oil- dally. Even’'without the differences in R
wages that further raise North American costs, it:is clear ~‘“*%&'~"
that the return from basic extraction is far hjigher in the““
Middle East than in North America. Thus, crude. from the.s

Middle East can be. kept at lower prices. = Q:_

-
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consumes} Its,energy needs are expected to double by 1985,
at whlch time 1t hasg been estimated that Amerlca w1ll have

to import 51xty five per cent of the energy consumed in’

« D -

the Unlted States, 'Even if the most optimistic assess-—

ment of the potentlals of the Alaska North Slope and off-

shore reserves' are reallied they’ would not ‘increase American

;reserves by more than about eight per cent, The develop-

ment of the fast- -breeder nuclear reactor,, whlch it was

hoped would contribute 51gn1f1cant1y to American supplies .

*

by the tufn of the century, has, not proceeded as well as

expected Amerlcan gas supplles ¢ould be depleted by 1986;

'petroleum reserves oould be depleted shortly after that

Ly

:?ylronmentallsts have serlously 1mpeded the utlllzatlon

‘-81tuatdbn ln whlch the Unlted States finds 1tse1f

bf existing American energy supplies such as coal. They

have also succeeded in haltlng or delaylng plpellne con-
r -
structlon and offshore exploratlon. Forna country whlch

consumes one third of the world's energy to serve the de—

mands _of six per cent of the world’s population, these

.

factors 1llustrate to some extent the serlousness of the \

*

J’

' The ba51c Amerlcan export picture shows preseﬁt
‘-r

energy trade relatlonshlps ~ The 0.P.E, c. countrles supply

- the Amerlcans with. the ,bulk of their oil 1mports. Venezuela

rémalns ‘the Unlted States largest single supplier of crude,

f
. /,_\

trlbutlng twenty-six per cent of imports in 1972 How-

EVer, srnce production levels have suffered a relatlve

1% The Windsor Star, "The U.S. must find more oil,
December L, 1972, -
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décline; Veneiuela qu"fanks a poor third iﬂ_aﬁﬁual outphﬁ,

behind Saudi Arabia and Iran. The féctor;cent;a; to this
paper, is‘ that Canada ﬁow rahks the éecond—la;gést single
supplier of American imports. Tﬁé growing reliance oﬁf

Fanadian suppliés} up to twenty—fwo ber cent of American.
imporé consumptionAin‘1972, from S;S‘per cent of import L

consumption in 1955, show tﬁe rate of iﬁcreage.of emphasiEL‘
upon Canadian crudé. - - : ,' A'l *
In‘an.overéll contex;!.thegefore, one should bear in

mind that these factors are dﬁportant. The world export

markets for crude are dominated by the O.P.E.C. suﬁplie;s,

banded together to aggreésiVely pursue a programme of

acquir;ngfﬁigh returns from oifl production. The United

. States is entering élperiod,wheré domestic supplies of

energy resources are running out. 1Its dependence upon
forejign supplies could increase from twenty-five to sixty:‘
five pef cent of consumption by 1985. Production capacity

in venezuela, once Américé's largest supélier, has declined
andqalte:nate sources must be found. 1In terms.of the Canadian
oil'apd gas indﬁstry, over ﬁalf of the ciﬁée ?nd penténes
p{?ducéd in Canada are expofted to the United éﬁa;es; £his
amounts té‘almost a éuarter of.Améfican‘imports. Tﬁe search.

for new, secure sources, whjch comprised the‘underlying

fheme of the Shultz Report (to be discussed now) is assuming

.a high level of immediacy in Washing£bn.

. Concern over the American domestic situation/ind the

bfoad international picture prompted the'autﬁorization, by

' President Nixon, of a Cabinet task force, to make an analysis
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of the petroleum supply and demand markets as they relate.
to the Unlted States. In February, 1970 the task force

1ssued ltS Report, The 011 Import Questlon - A Report on

)

o : : the Relatlonshlp of 011 Imports to the National Securlty,
‘ under the name of 1ts Chalrman Secretary of Labour, George
Shultz. The Report also 1ncluded a mlnorlt§ report by
three members of the commlttee Secretary of Commerce,
. Maurice Stans, the thlrman of the Federal Power Comm1551on
,John Nassikas, and the Secretary.of thetInteriqr, Walter
.Hickel. - : : - . .
’ .The emphasis of the Report rested on the issue’of
national security. . The main Bbjectives'of the study were
to "(a) Protect essentlal demand against- foreign supply
1nterrupt10nsr. [and] (b) prevent severe weakenlng of
. our national economy . "ls
Actlng under the near phoblC concern of the U, S
" for an absolutely safe source of oil for natlonal security, " le
the Report recognized a number of p0851ble~rlsks which: could
threaten petroleum supplies to a dependent Amerlca. These

were that- -

(1) War mlght p0551bly 1ncrease our petroleum ,
requirements. beyond the ability or willingness
of forelgn.sources to supply us.

(2) In a prolonged conventlonat war, the enemy
might. 51nk the tankers needed to import-oil
or to carry it to market from domestic pro-
duction sources such as Alaska. : v

¢ IsUm.ted States, Cabinet ‘Task Force(on 0il Import
-Control, George Shultz (Chairman), The 0il Import Question -

- A Repgrt on the Relatlonshlp of Oil Imports to the NAational-
Security (Washin ton: U.S. Government Printin fflce I§70)
: ‘IX g g o0 ’ ’

. - P 8, .
o '~ .'Burton, o op. cit., Pe, 73.
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(3) Logal or regional rev&ﬁution, hostiI{iies or
' guerilla activities might physically interrupt
. foreign production or transportation. '

(4) Exporting countries might be taken over by
‘radical governments unwilling to do business
with us or our allies. = - : ‘

(5) ‘Communist countries might "induce exporting
countries to deny their oil to the West,

(6) A group of exporting countries might act in - i
concert to-deny their oil to us,-as occurred
, briefly in the wake of the Arab-Israeli war
in 1967. :

(7) ﬁxporting countries might take over the asset
: of American or European companies. ' :
(8). Exporting countries‘might form an effective

' cartel raising oil prices substantially.!’

Coupling this with the conviction that the United States

wWwald no longer be able to look at petroleum security in |
terms of self—sufficienqy,'but rather in tefms.of reliability'
of supplies from_ available soufées, the\Report briefly
analysed major potential sources.

'.Canada was_disﬁu;sed:fi}sﬁ under, this-categpry. Ex-
émining'four posgible casés Ef future qutputs‘ét different’}‘
price 'rates for 1980, the CommitLee made“an analfsisﬁ}out-.
lined in Table Fifteen. The_possibilitieé‘run ffoﬁ(é?k
;roduction rate of over six million ba:relgfof c;udg'agday
and exports 6f‘over five million barrels, to a¥production

rate of'three_and 4 half million barrels a day and exports

‘to the United States of one and a half million barrels.. The '

ot

figures rahge from thé~most‘op5imistiq to the méé§ pessi-

'mistié'prodUCtion'forecasts made by the National: Energy

}7shultz, op. cit., p.-3%.

S
-
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Board, and the Alberta 0Oil and Gas Conservation Board.
‘While commenting on the uncertainties of the Canadian
'éstimaﬁes, the Repert pointed. out that through the systematic

develdpment of the Athabaséa Tar Sands, "Continental self=

“sufficiency bécomes a possibility."!®
1L tity. ¥

. This_continental emphasis was repeated Ehroughopt the

-?Report. There were three genérql.reaspns'for_é Canadian
crude preference. ‘The first was that increased volumes of
supply could be assured, particularly if crude from the

Middle East an8 eastern hemisphere generally‘ﬁaé'put under

intermediate or high tariffs. " The second was that there
was security of deliVeries, since'“The risk of politicall
.insﬁabiiity or-;nimosif; is generally_concedea to be very
low in Canada - . . [and ] the risk of bhysﬁcal'interiuption

or diversion of Ca%?dian oil to other export markets in an
emergency is also minimal.”!? The third was that there
S - |

lcould be harmonized energy policies. Provided that Canadian -

[

Vulnerability ‘to an interruption of oil imports was minim-

Xa

ized by the construction of ‘a trans-Canadian oil pipeline,?°.

1B§hul£§, op. cit., p..45.
'91bid., p. 94.

2%The Americans have expressed two interests in a
trans-Canada pipeline. _The first is.one of concern that
Canada might be cut off from foreign supplies in an emer-
gency and would divert supplies from the United States to
Canadian east coast markets.:.  The second interest- in the
pipeline is the hope that such a system would help supply
the American east coast. However, this would depend on an
expansion’ rather than extension of the line. - Shipments
through the main oil pipeline, the Interprovincial, are
made at virtually full capacity. To shi to either the
CLanadian or American east coast, or both, capacity would

have to be greatly increased. o :
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© ATABLE FIFIEeN - Continued

_:?centa ebove “that at Edmonton css
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All these prices are maxlmum netback prlcea. At
present Canedian o0il actually sells for about 50 cents
ger barrel below the price'of comparable U+S. crude 1n the
Chicago market. Thls anomaly'apparently results from
- intra-Canadian price competitlon with imports in the
Ottawa River Valley and the fact that Canadian prices did . ,f_‘
not follow the 20.cent 1ncrease in U.S. o0il last February,
The prlce dlfferential would not be expected to persist at
lower U.s. prlces- thus a drop in the South Louisiansa -
‘wellhead .price to 32.50 should produce a drop of no more -
than 30 cents in the prlcaéof Capadian oil. '

4 1.0 iub/d from: tar sands, 2. 5 from known areas, 2.0 from
new areas and 0.5 .NGL; Canadian source oil assumed to
pre-empt one—half of Eastern Canadian market, ,

2 No tar sands productlon, 2.5 hilb/d from known areas, 2 0

from new areas and 0.5 NGL; Canadian source 0il assumed to '
pre-empt one-half of bastern Canadian market.

No tar sands productlon, 1.7 Mab/d from known areas, 1.3
from new areas, 0.5 NGL, and 100% penetration of Lastern
Canadlan market by Canadian cruue. , r .

* Netback prlclng or a “baslng-p01nt system“ is a method

of calculatlng prices on the cost of shlpplng at
stanuardizad.frelght“*étes~ahd 1nsurance costs, from a
specified location, the "basing point" to the point at T
which the commodity iq dellvered, regardless ‘of the actual
origin of the’ shipmenta.- One such base point, used for
manylyears, was the American Gulf Coast. -

SOuggéE  United States, Cabinet Task Force on 0il Import
o Control, George Shultz (chairman), The 0il Import
wuestion ~ A Report on the Relatlonshlp of 0il
‘ Imports to the National Secur_gx; Pe 45.
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preferrential arrangements could be made. .. These, however{

-

would be "dependent upon the deveI—pment of comnon or
harmon;zed United States-Canadlan p011c1es wrth respect to
pipeline and other modes of transportation, access to natural
gas, and other related energy matters."“j |

L

The viability of such a cont1nenta1 enerqgy scheme is

‘mentioned repeatedly. The Report notes that, "in any com- -
putatipn; it is necessary to recognlze that the economles

: of‘Canada and the Unlted States are unusually closely 1nter-

. coupled."?? In more spec1f1c terms, the Report p01nts out

that "the economlc 1nfrastructure of the Unlted States is

and can be far ‘more integrated w1th Canada and perhaps

Mexlco ‘than with the economy of any other Latin American =~

: - . .
country; and the possibilities for mutually,beneficial

coordination of energy policies is greater."?2?

One other factor is of considerable interest in
creating a preference for Canada as a suppller This'restS;
with a questlon of 1nternat10na1 balance of payments. : -
There is partlcular dlfflculty when the Unxted States buys

large amounts of Middle East 011 supplles.
[~ ]
1f the Unlted States imports half its oil by 1980
the net drain will be $16 billion a year. By
- .end of the decade the Arab 5tates would have
accumulated $210 billion from their oil sales and
even assumlng a spihtacular growth in their internal ..
economies that wou absorb $100 illion of that,
the surplus would amount to $110 billion. 2% .

L

*?Shultz, op. cit., p. 291.
231b1d., p. 98.

*The Globe and Mail, (U.S. opts. for short—term
securlty with o1l prlce controls decxslon,' Harph 8, 1973.
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. These states have nelther the populatlon nor the land space
to use up the bulk of the American dollars received for

their crude. It would not.be phy51cally pOSSlble, under

oil. Alsoj“there is no guarantee that the dollars the Arab
states received would be Spent to purchase American goods
or serv1ces It is also pPossible that some of the money

could ' be spent in areas hardly in ‘accord w1th Amerlcan

-

-.forelgn pollcy objectlves, as in the.purchase of arms angd

war materlals for the Arab fight. .against Israel.” "
-Canada, as a sourcefof supply, would be preferable,
with good reason. In ana1y51ng the balance of payments
effects of dealing Wlth Canada the Report empha51ses that
the draln on the Amerlcan dollar is, in fact, very small.
Dlscu531ng net outflows in the balance of. p J'nts context;
the Report states that e ‘ ? |

71% of the dollars which U. S. companies brought’
into Canada in order to finance their expanded
capacity returns to the United States in the
same year . . . [and] for United States and
Canadian-owned companies, 71% of the gross out-
flow onzgurrent accounts returns to the United

1

”In,moré‘simpla'terms Seventy-one cents of every dollar
spent by Amerlcan 1nterests in Canada returns to the Unlted
‘States within one year. The returns may be made in mer-
chandise 1mports from bparents or aff;llutes,, dividends
pald 1n the Unlted States, and payments on Amerlcan-secured

" bank - loans, bonds and debentures 26 This follows up the =

-

’SShultz, op c1t., p. 297, §
. G,
‘ 26See Appendlx I, pp. _ L et

-
3 -
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set of criteria 1aid down by the authors of the report in
“,.-'.."h.."

flndlng source countries where "the net balance of payments

“outflow would be 1ess than .the purchase price of Oll.

because .

]

(1) many exporters are American flrms whose profits
represent a dollar lnflow,

(2) all exporting companies purchase some Amerlcan
oilfield equlpment-

{3) exporting companles spehd a portaon of their
+ . dollar earnlngs falrly promptly on American -
goods and serv;ces, and, ) o
-3 .
. {4) exportlng countries also spend a portlon of
~ their dollar earnings-in third countries which

then- make 1ncreased purchases of American goods
and ser ices.?’? i v

This emphasis on Canada as a favourable and reliable
Q‘, .

source of supply, partlcularly 1n the context of a con-

tinental energy pact, was further underlined in the minority"

report. In its conclu51on, it states that :

The United States ould work diligently w1th

Canada to -reach a= tinental enerxgy policy that
¢ assures our mutual security. Such _a policy .
should cover energy broadly, and sq“\ld deal
not. only with.oil, ‘but natural gas, coal, and._

. hydro-electric and nuclear sources. Pending agree-
- ment on such a palicy; which may take several years
to negotiate, Canada and the United States should

develop an éffective mechanism to permit an orderly

growth of imports of oil and natural gas from
Canada..

f 7 Prov1ded that Canada was to take a cooperatlve stand,
the Report proposed openlng up the: Amerlcan market to eVer-

3
increasing supplles of Canadlan crude. "Beginning w1th a

level of 615,000 barrels ‘a day e e Canadiah,cnpde‘would
27Shultz, op. ci (‘ﬁ 4 - | RN
, R . Cit.,"b. 43. )

*°1bid., p. 362.

.t
T ol
5 ,.L,'.u Do
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be 1mported at a rate of 2 mllllon b@rrels a day by 1975."2% = -

About two—thlrds of Canadlan productlon for 1975 is repre—_

-sented by the- latter flgure, whlle the 1980 pro;ectlons 2
found in Table Fifteen call for flve-51xths of Canadian -
,?r,productlon to. go to the- Uplted States, leav1ng Canada de-
. Lu‘-

'pendent on’ east coast 1mports for half the oil it would

consume. .
Before.dischssiag the pros and cons qf'this policy,

it ‘must be pointed out that this- leon administration report T

1s by no means the only proposal calllng for a oontlnental

energy pact “In 1965 one such-paper Canada and the Unlted

States - Pr1nc1p1es for Partnershlp ‘(the Merchant—Heeney

Ry

n

Report) was publlshed in Ottawa. The Canadlan author,

) Arnold Heeney, was _ the successor to General A, G. L.

g McNaughton as the Chalrman of ‘tHe Canadian’ d1v1510n of the
Internat10na1 J01nt Commlsszon. The report advocated the
adoption of a contlnental energy scheme for the mutual

-1

benefit of both countrles The report underllned the

~

1mportance of ensuring the national integrity of both
countrxes, and the guarantee that the pact as it was nego- -
'tlated, d1d not make the resources of one country the "publlc
Vut111t1es of the other. The two authors polnted to success-
'ful energy projects such as sharing in electr1c1ty, and the’

"agreement for cooperatlve development of the water resources

of the Columbia River Ba51n n30 ag models of "energy pact

| 293, Laxer, "The Greene-lng of Canada," in A. Rotstein
and G. Lax (eds.), Independence - The Canadian Challenge :
- (Toronto: - Committee for an Independent Canada, 1972), p. 144,

%A. Heeney ‘and L. T. Merchant, Canada and the United .

States - Pr1nc1Eles for Partnershlg (Ottawa‘ Queen's Printer,
v Pe ‘ : ' _ ) '
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arrangements.

A 1
At least one other major group in Canada has long

advocated closer 1nteract10n between the two countries on

energy Sharlng. The 011 and gas 1ndustry in Canada wants a

Lo

cooperatlve energy pollcy, since the Amerlcan market offers
the industry- a qulcﬂ and handsome proflt Perhaps 1ron1ca11y,
the most vehement advocates of contlnentallsm within the
1ndustry, are not the big multlnatlonals, but are 1argely
-the Canadian 1ndependents .This is understandable 1f it is
realized that the Canadlan -owned” segment of the 1ndustry K
is concentrated in exploratlon and ‘extraction, whlle refining
is almost totally carried out by forelgn—owned corporatlons.
Thus, the Canadlans make their proflts from the sale of

crude at the wellhead. Their blggest source of potent1a1
,profits, and thelr 1argest markets are in the Unlted States.
The 1ndependents want markets expanded hot cut off or |

»

restricted. The larxge multlnatlonals, wlth mllllons 1n-‘

L

vested -in capital equlpment in reflnerles, have at'least

e

4 _ some 1nterest in ensurlng a ready source_of_supply to meet
the needs'of those reflnerles. In reflnerles west of the
Ottawa valley, as a marketlng reglon for crude, Canadlan

productlon”offers the only source of supply.

.
.’\ -~

. The 1ndustry as"a whole, however, tends to a continen-

tallst approach.’ One example will 111ustrate the general
industry attltude. James A, Nlelson 15 Pre51dent of Husky
01}, an-ihtegrated/jiﬁrolved in exploratlon, extractlon

. and reéfining) Canadian oil company, w1th.Amer1can subsidiar-"

ies. He stated the bellef that a cooperative effort to
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ensure the optimum- development of all energy resources in y
Canada and the Unlted States remains a de91rable objective, "3?
Nielson further felt that a contlnental energy pact had been
mlsunderstood by the publlc as an attempt by Amerlcans to
get control of Canadlan resources Instead - he malntalned
such a pact would help the Unlted States out of its present
energy dlfflcultles whlle allowing for the deve10pment of
resources, which couiq not be economlﬁally brought into
productlon for the small domestic market. This pollcy would'\
. .use massive 011 sales to the United States to finance fur-
ther development of the oil 1ndustry. .

Some individuals have also entered into the dlscu551on
on the side of contlnentallsm. Ohe Amerlcan Senator Frank
+ Moss of Utah, long advocated such a policy, in which he °
also inéludeg access to Canada's water shpplles Respondlng
to the External’ Affairs Department® [ p051t10n paper on .
Canadlan—Amerlcan relatlons Canadlan economlst Harry
Johnson, a long-time advocate of closer economlc 1ntegrat10n, v
also supports a contlnentallst p051t10n He firmly states".
that‘ "Option Two, dellberate closer 1ntegratlon with the
Unlted States is what Canada should do in 1ts .OWn economic
interests."32 ” - ‘
| These are the main themes and Supporters of g contln-
entai-energy scheme, The remalnder of this chapter will . be

concerned w1th a discussion of the benef1c1a1 and detri-

*'The Globe and Mail, "Joint Canada-U.S. effort thought
still desirable on energy policies," February 28, 1$¥

32Harry C. Johnson, “The Advantages of Integration,™
1n-Internat10na1 Perspectives, January/Februaqy, 1973, p. 1lo0.

.
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mental effects which would result from the 7?plementation

A

of such a policy. -

-
\

To begin with, the American government has’ made it
qulte clear that it is prepared to use harsh’ methods to

achleve its 011 supply desires. A threat by the Venezuelan

government to ta}e actlon to ensure greater internal returnS'

from oil companles operatlng within Venezuela led to a
-51gn1f1cant cut—back in oil purchases. In the Canadian
context, oil 1mport quotas wh1ch cut exports to the Unlted’
States in half, were 1mplemented by the Nixon admlnlstratlon
after the publlcatlon of the Shultz report and just prior
to the start of formal negotlatlons on a major sale of
Canadlanagas to the United- States This move was w1de1y’
1nterpreted as an effort to blackmall the Canadlan govern—
ment, but did not hinder the subsequent gas sale. |

The present American government clearly ‘favours a

continental energy pact. Some of the reasons are of impor-

tance to Canadians considering this issue. The main premise

is that a reliable source of oil is in the national interest .

of the United States. Nowhere does the Report state that

a continental eﬂergy arrangement {s in the best 1nterests

of Canada, for National - securlty reasons. Instead there

~

is an assumptlon that what is good for Amerlca must be good

for Canada.

-

The .Report states that "our producxng friends - Canada

and Venezuela - may be affected detrlmentally by import res—

trlctlons limiting thelr opportunltles to sell in our. )

)
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markets, "33 HoweVer the REport does not consider that
“their’ frlends may be affected. detrlmentally by a mass1ve

T

export draIE\on their oil. supplles. The Report further

states that

nations who lack. adequate indigenous petroleum
resources. At .the same time one may question the
-, fairness of burdenlng the U.S. consumers with the

cost of restrlctlons malntalned for the benefit of
other oountrles.

o -
The United States w1ll offer moral support to energy de-
-f1c1ent countries, but will sub$1dlze the energy demands of .
;thelr friends and alljes at their ‘own expense, If Canadian
oil §upplles run out through ma551ve drains to the United
'States, and this could happen more quickly under a con—:
;tlnental scheme in whlch the Unlted States is usxng flve—
51xths of productlon in Canada from 1980 onwards, there is
no guarantee that the Unlted States Wlll help Canada find

1

New supplies or alternate sources of -supply.

Canadahls preferred as a Source over other nations
because of the p0581b111ty that those .other natlons mlght
limit Amerlcan access to. foreign 0il supplies. The Report
dlscusses such. potent1a1 threats as natlonallzatlop, and

“the demand for higher royaltles .and higher taxation rates

by. exportlng countrles. Canadlan spec1a1 status is

effective only whlle the Canadlan government does not ralsel

royalty and taxation rates, or natlonallze all or part of

¢
1
.

”Shultz, op c1t., p. 6.

Ibld., pp. 6- 7 - - r‘ v



83 .. R

. - . . T
the 0il and gas industry. The Report maintains that Canada

will not cut off oil supplies to the United States "in an

\

emergency." Canada has specxal status only so long as 1ts
pOll01eS ensure contlnuous and 1ncrea51ng supplies of energy

resources, particularly. 011 to the Unlted States.rf'.' -%“-

1

!
In spec1f1c terms of natlonallzatlén in an area of !
i

such critical importance as oil, John Foster Dulles, during
the 1956 Suez\crisis, made the followlng commentS‘

The Unlted States should not acqu1esce in the
- rights of nationalization that would affect
any other- facilities in our economic 1nterests
'+« . and nationalization of this king of an
--° asset impressed w1th_1nternatlonal interest
goes far beyond compéensation or shareholders
alone, and. should call for 1nternat10nal 1nter— ;
vention. 3?3 .

...E -

Times may have changed since the Dulles. speech.. Hdwevép

the Shultz Report clearly emph351zes the 1mportance of oil

to the natlonal securlty of the United States, and a gxo-

' e

'nounced fear of any threat of nationalization. The possi-

blllty of Amerlcan 1ntervegt10n for reasons which the United

{

States considers in 1ts oWa national, securlty lnterests
‘ i

_.cdnnot entlrely be . dlsmlssed
The Unlted‘States might- be prépared to act in such a

wey in another country, outside immediate phy51ca% reach.

" How much more likely would America ‘be to move agalnst a

country with whlch it shares over three thousand miles of

. undefended border? While Stlll a very unllkely occurrence:

during present circumstances, consider the alterea circum-

-

*’Laxer, The Energy Poker Game, §¥i33; \

.
L _uw
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stances of a formal continental ehergy pact If the Unlted
States was t? grow heavily dependent' upon Canadian energy
resources, with total free access, | it would regard those
~dresources as '?*5- own. Any attempt to llmlt or cut off

such resources would be strenuously reSLSted by the United
States. The adoptloP of a contlnental e€nerqgy policy could
well preclude any attempt by a future Canadian government‘

to restrlct the movement of Canadlan oil 1nto the United

) States, or an attempt to natlonallze the o0il and ‘gas lndustry.

It would t1e continental demands for 011 and gas to Canadlan

natlonal economic p011c1es, and even ‘to domestic fiscal ang

monetary pOllCleS. One of the major problems’iﬁherent in
the exten51on of continentalism into the Canadian energy

.sector is that it is virtually 1rrever51b1e.

The Unlted States recelves seventy—one cents of every in-

l\v/—'/
.vestment dollar spent in Canada within one year. It hés\w

. .already been noted that most af. the capital for expanSLOn

T

by Amerlcan companles 1n Canada was acqulred in Canada.

Expansion by the 011 and\gas 1ndustry could mean increased -

.

investment in exploration and develépment,;and“in'the pur;'

chase of more 1ndependent Canadian’ panies as subsidiaries A

Fd

of the forelgn-dwned multlnatlonals. It has also been noted .
_ that the 011_and—gas~1ndustfy_exports over sxxty-frve per
”“cent of 1ts output to parents and afflllates, and makes

almost elghty five per cent of 1ts 1mports from’ these flrms.

\“ -
v These factors lead to several conc1u31ons. 'In very

¢ -

[

e -
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broad terms, the Unlted States gets all of the crude that

Canada can,supply. surplus to immediate. needs. The United

“’n

States also gets a constant return of seventy-one cents on

every 1nvestment dollar‘W1tth one vear. Increased sales

-nwould flnance the expansion of the Amerlcan-contro11ed oil

and gas industry, enabling it to flnd' produoe‘and?export

0il and gas more rapldly, in larger amounts. Thls expansmon‘
would further increase American control of the Canadlan
economy. The multlnatlonals also benefit w1th lncreased
productlon, sales, exporta, and imports w1th1n themselves.

) What'would then be the economic beneflts to Canada?
There would be immediate f1nanc1al returns to the corpora- .

tlons, whlch would be reflected in corporate tax returns to

‘the federal and prov1nc1al governments, There would be

"greater royalty returns because of the increase in produc-

P
TN

tlon. These returns to Canada would rise in proportion to f‘
/

,increaSed sales; prov1ded always that Canada dld not raise

:royalty or taxation rates natlonallze the 1ndustry, or other—‘

wise threaten the natlonal securlty interests of the

Unlted States. Whlle lncreased production would create -

some new JOhS, it has already been pointed out that the -

resource sector is a very low-level employer, and the unem- -

ployment picture would not significantly brlghten.- a .
Indeed it could become worse. The Americans, through

the Shultz Report, have quite clearly stated their 1nterest

in raw energy resources. They are not.lnterested in pur-

chasing products manufactured in Canada from those resources.

The manufacturing of products from_raw,materials‘would be

K . . .
e

E] . LS
H 14

= .

X .
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done in the Unlted States, severely limiting the posslbilltles

of using Canadlan resources w1th1n Canada in manufacturlng,

to create new jobs and offer greater proflts from sales and

oy
exports of. those products. In ‘addition to making Canada "a L EE

Py -

-
[cd

Canada w1ll become a country that will always have a-high
level of unemployment built into its economlc structure."?® " -
One of the final comments to' be made on the Shultz

Report should be a brief examlnatlon of Table Fifteen. This -
Table lllusirates production, export‘and 1mport rates for

1980. It is con51stent in only one flgure. Candda will
consume twoihllllon barre}s of crude a day.‘ This is regard-

o

1ess of the rate of productlon, the- needs of the Canadlan

a

economy to expand, or the demands of a grow1ng populatlon.
And, the United States will take all excePs production. )
One other comment should be made on: SpElelC contin~-
entallst proposals.: The Merchant—Heeney Report advocates -«
the adoptlon of a contlnental energy pollcy for the mutual
benefit of both countrles, as was achieved in the Columbla
Raver Treaty. The Columbla River Treaty has been an energf
and economic‘fallnre tor Canada. There ane no energy.re—hf,
turns for-éanada guaranteed by the Treaty. 1In g;ét*—thé/
terms of the Treaty specat;cally prohibit damming of the )
Frase; River te create hydro—electrlclty in British' Columbla.

Thousands of acres of land .on the Canadlan side were flooded

‘to build storage dams in Canada whlch.would pre%ent seasonalp

|

*“Laxer, "The Greené~ing of Canada,” in A. Rotstein
and G. Lax (eds.)’, op. c1t., p. 146. ' -



- constructlon by Canada of dams costlng $410 6 milinon, .The:

energy. The American section of the Columbia Rlver Basin N

for flood control under threat of payment for damagest”

‘some facts about present trends emerge:“ Canada exports

University of Toronto Press, ¢+ PP. -240. ™~
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floodlng in the Unlted States.; Canada was\to recervee$274 8.

mllllon, with a further $70 mllllon to be pald for Ehe \\\\ffe

—_— "s

money, if 1nvested 1nHCanada_atra“S$_per—cent—antgrest raté

4____ k]

"~ .- for’ a proflt of $52 mllllon was 1nvested ihathe Unlted : ' %‘

’ I — ——

T ﬁ"‘""gts'ﬁme
ptates iiiiiriEEE£§§t—rate of 4% Per cent.,’ ng?:bf'tha‘co S
1ncludéd escalator’ payments to counter the rlse in costs

\*‘
due to 1nflatlon, o the coSts to Canada from the perman\%t

loss of resources, or for flndlng élternate sources of o \ﬂﬂ

is under . American eontrol' while the Canadian side of the A
v £
Ba51n is under joint Canadlan—Amerlcan control The Treaty :
L . M
1tse1f cannot be abrogated for Sthy years upon ten years] =Rt

wrltten notlce, and. even ‘then Canada retalns respon51b111ty

—

\
If the Columbla Rlver Treaty is to serve as an example of e

the beneflts }o Canada from a cont1nenta1 energy pact, it

.
.

seems to be unthinkable that\a Ganadlan government would

advocate such a pollcy. - RN

A number of flnal p01nts should be made in spec1f1c

terms of energy export and lmport Flrst U. J.'T“

will beneflt, and both countrles w111 heneflt.

If.ue _
S
assume only that traeﬁ patterns continue along present llnes,

*’Por a more detailed account see L.‘Higglns, "The : LN
Alienation of Resources,;" in.I. Lumsden (ed. ), Close the k
49th Parallel - The Americanization of Canada (Toronto,

N ~ T &
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, crude and equivalents;§° natural gas and electr1c1ty to the
o ) ~ s .

\ ‘Enited States. Canada imports COai and electr1c1ty from
the Unlted States.' Exports of crude oil and equxvalents in

~

gas re 35.4 per cent of produdtlon.‘ 'In‘1966, Canada.

H\\\\\\\exported 97 mllllon kilowatt hours of electr1c1ty to the

Unlted States{ whlle 1mport1ng 3,218 million kllowatt
e c—~ ,__\"."
40 Of.the fln energy resource, coal, Canada is an

. \___.

- ~ . importer, -getting 18 8@3 779 short tons from the Unlted

.

terms of energy resource
\\\\\pts of coal. Since

ones it depends upon least. ' N % |
2;\\\\ ' In‘specific terms-of oil and gas, Canada imports crude
a equmvalents at a level just below that of its exports

of those products. All 1mports come from Venezuela and the

S . B .
i . -
v o .

a!Thls 1ncludes crude,!pentanes pius, and propane
butane mixes. N : : .

.-
‘2, ‘ . g ',‘ o e al
\’ . R o

s

'_’9See Table Fourteen‘B. It should a1s0 be noted that '

: Canada imported 44.5 per bent of crude and equlvalent consumed
y in Canada that year. ™~

\\

~

- ‘“Canada, Nat10na1 Energy Board, Energy Suppdy and \
Demand in Canada and Export Demand. for Canadian Ener L
1966 to I§§U (Ottawa: .Queen’s Prlnter, I§5§$, P- 153

“‘Canada, Department of Energy, Hlnes and Resources,

Canadlan ‘Minerals Yearbaok 1970 (Ottawa:\ Information
cana a' I} p. R i

' - ‘\.
H

.'\\ L . .
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'Carrlbean Afrlca and thevnlddle East aAll ekperts go to
',the United States. Canada exported 26.62 millidﬁ barrels
of petroleum products from reflnerles in 1970, but meorted
70 15 million barrels of reflned petroleum products that

year. Most of these 1mports COme from Venezuela and the ~
4

West Indles, while v1rtually all of the exports go to the

United, %Fates.

All of these factprs lead_to-one final eonclusion.'
The adoption of a.gLntinentalténergyscheme, while un-~
doubtedly-in the bestjintereSts of the United States, would\

., have a severely detrlmental effect on Canada 1n both

(

flnanc1al and energy terms. The dlsadvantages to Canada far

outweigh the advantages from the 1mp1ementat10n of such a

‘concept.

[

ThlS paper has already dlscussed ~and. rejected the
adoptlon of an energy pollcy based on Option One or Option
Two of the p081t10n paper on Canadlan—Amerlcan relations.»

The, . next chapter will deal w1th Optlon Three——cooperatlon f'-
i

Wlth a primary focus on Canadlan needs and demands. The

alternatlves, unider the general headlng, nat10nai1st,

-

remaln the only p0351b1e alternatlves in energy pollcy

maklng for Canada-



" CHAPTER FOUR

NATIONABISM

The thlrd pollcy optlon in Canadlan—Amerlqan relatlons

‘proposed by the External Affairs Department was to pursue

.

a comprehensrve, long-term strategy to develop and strengthen
the Canadlan econcmy and other aspects of our natlonal life,

and in the process to reduce the present Canadlaﬂ vulner-

'ablllty.

: o,
In terms of energy resource management, the adoptlon

of Optron Three would involve some move towards 1mp1ement1ng
a more natlonglrst stancé in energy matters. The option,
also called the "Canada First" optlon in thlS paper, would
1nvolve the 1mp1ementat10n of a policy to ensure greater,

lastlng returns 1n Canada from the explortatlon of Canadian

~ -

energy resources, - v ’

Present energy policy consrsts of four elements. The
first rs the estabilshment of government departments and
hoards to handle energy resources. These have been noted in

Chapter one, and include. the Dominion. Coal Board, established

"1n 1947 the Atomic Energy Control Board, 1946; and the

Natlonal Energy Board,’ 1959 All- of these boards come under N

“the ]urlsdlctlon of the Department of Energy,*Mlnes and

. Resources.' o ' o '

The Natlonal Energy Board is of particular 1mportance

to thls paper, srnce 1t is the only board conperned with oil
SR " - 90
| _ SERN
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' and gas. i ‘ : - f

191

The Board is empowered to advise the Minister of
Energy, Mines and Resources on matters over which
the Parliament of Canada has jurisdiction relating
to the exploration for production, recovery, o
transmission,‘transportation, sale purchase, etc., .

of energy and sources of energy within and outside
of Canada. . . .

The Board has the authority to contrpl the con-
struction of interprovincial pPipelines, for the
transportation of hydrocarbons and international
power lines, to fix tolls charged by ‘the pipe

Y -

line companies and to .control the export and import

of natural gas and the export of electricity.?! -

- There are also a number of other Departments, including the

Department of Indian Affairs and ﬁérthern Development and

N 5 . .I-ﬁ:-l" . . . .
the Department .of Finance, with direéct and indirect control

. over energy resources. I ' .

o

The second of the elements of energy policy in

Canada was the adoption of the National Oil Policy in 1961.2

The subjéct_of the announced policy

was to seek cooperation of the oil industry in
achieving a series of target levels of oil pro-
duction, including natural gas, liquids, by the
increased use of Canadian crude in markets west
of the Ottawa Valley and by the expansion of
export sales.’f . -

.

o . . | e
The policy was adopted to ensure the viability of a Canddian.:-
L . , _ SR

N R '/ o ‘u

. 'E. C. Hodgson, Digest of Mineral Laws of Canada
(Ottawa: Queen's Printer, 1967), p. 8.

“The National 0il Policy was introduced to counter

- possible effects of the imposition of restrictive quotas

on oil imports, and because of falling production rates by
Canadian industry. Between 1954-1957, production fell

from 72 per cent to 51 pPer cent of potential output. dee

%. R. Plotnick, "Canada's"National 0il Policies: how are ‘
they working out?"” Canadian Business, Vol. 37, No. 4, April,

1964, P- 52. . . ’ ‘\.&_,

3. L. Pepin, -"The Federal Government and the 0il

¥

-inddstry," in J. D. Hilborn (ed.), Dusters and Gushers,

(Toronto: Pitt Publishing Co., 1968), p. 97.
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oi} industry by:providing_it with exclusive access to re-
finery markets, particularly in Ontario, and by a110w1ng
'the industry to 1pcrease sales to the Unlted States to help_
meet Amer;can déﬁékds. The pollcy 1nvolves two regulatlonsw
outllned 1n two Orders~1n—Counc1l. They required firms to
report pertinent commercial transactions to the National
IEnergy Board, and authorized the establishmentrof-a fixed
‘duty value on inported gasoline by the Minister of National
"Revenue. Underlying the whole policy is a belief in govern-
 ment 1ndustry cooperatlon. a gentleman 's agreement " to
work to achleve the aims of the National 0il Policy. |

The third element results from the lmplementatlom
~of that pollcy. The 1ndustry has con51stently met target
1evels for shlpments to reflnerles, and export sales, but
the recent empha51s has been on maxi lzlng exports to the
United States} To ensure adequate C. ude supplles were
'sent to Ontarlo reflnerles, cut off from access to offshore
shipment by the Pollcy, the federal government, through the
'Natlonal Energy Board, 1mposed export restrictions early
in 1973 . _ ™~

Prime Minister Trudeau, in an 1nterv1ew w1th the in-

dustry trade paper, Oilweek, commented on the situation.

He stated.that'

,

The ‘controls were put on to deal with a short run
situation during the winter just. finished [1972—
1973) but at the same time the National Energy .-

. Board (with concurrence of the Alberta Energy
Resources Conservation Board) concluded that,
over the long run, if we continued exports at a

. high level, we are going to have difficulty

supplying the Canadlan market, so the controls

I
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will remain on."“

energy supplles, but must 1mpose restrlctlons to protect
the domestlc market It is clear.that the 011 and gas
L4

1ndustry, under ltS gentleman S agreement w1th the _govern- ' .

.demands. These government actions” point out that the
Natlonal 0il Pollcy is no longer an adequate lnstrument for
.managlng Canada's oil and gas resources.

This leads to Ehe second sxgnlflcant factor in.Tru-
deau’: s remarks. The fallure of the Nat10na1 0il Policy -
alone to effectlvely manage oil and gas resources necesé)-
tates the formulatlon afta 1mplementatlon of 4 new national
0il pollcy, or . 1n broader terms, of a natlonal enerqgy pollcy.
' With this in mind, Prime Mlnrster Trudeau and Donald
Macdonald called for a rev1ew of the whole issue of emerqy
resources management. ThlS would be undertaken in two parts.
lThe first would be a serles of talks between the federal and
prov1nc1a1 governments, leadlng to a federal prov1nc1al
conference on energy in late fall, 1973 Or early in 1974

The second would be hearlngs held by the National Energy

‘Board opén to all 1nd;v1duals and 1nterested groups, where-

.

*Oilweek, Vol. 24, No. 9, April 16; 1973, pp. 12-13.
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by submissions’ on énergy management from a wide variety of
public sources, could be-made to the government.

As conceived b& the government; there are four baslc
approaches to gnergy management open to publlc dlscu551on.

They are: (1) maxlmum energy development (2) optlmum

.environment consideration, (3) ultimate conservatlon option,

and (4) contlnulng the kind of development conducted so’ far.®

Industry reactlon ‘to the call for publlctplscuss1on

" ,n ~_‘,;_, L

of the issue of energy resource management was swift and
to the point. G. Barry Kay, editor of Ollweek commented

that the public, w?ich generally ranges from the
-rabid negativism outspoken env1ronmentallsts
through the gamut to the . 'man-in-the-street, ' who |
thinks it would be well ‘to ‘keep all. Alberta gas !
and ©0il in the province, will be advising the
government on matters ranging from oil export con-
trols to ownership" of East Coast offshore gas.*®

To ensure that the- 1ndustry was . treated falrly in the

‘“hearlngs, Mr. -Kay advocated a policy of attemptlng “to

o

educate one of the world's least 1nformed publlcs and 2
consumer press almost rad1ca1 1n opposxtlon to 1ts activi-
t1es."7 It is evident that the 1ndustry perceives the ‘-' -

press and publlc as threatening forces, determlned to 11m1t

- -
VA e

northern development and stop the 1ndustry from selllng ~

abroad w1thout sound reasons. ' Acknowledglng the 1ndustry é—

,dlrect access . to government Mr. Kay st111 felt wary of. the

inputs of a publlc unlnformed on the 1ndustry, and industry's

actions and goals. '

' 50i1week, Vol. 24, No. 9, April 16, 1973, p. 12.
*Ibid., p. 3, ‘
7Ibid.

e
M
Ik



95 o
/N . . .
The views and proposals of thlS "unenlightened"

public w111 be the subject of thls chapter. The groups and -
1nd1v1duals, who are percelved by the oil and gas lndustry
as forces dlsruptlve to 1ts prospects for prosperity, can
be descrlbed under: the general heading of the natlonallsts.‘
While there are many. optlons proposed by the natlonal—

ists, they are all concerned w1th acqulrlng greater returns
for Canada from the exploltatlon of Canadian energy.

' Env1ronmentallsts empha51se greater social and
ecological bengfits -Others are concerned with ensurlng'

~

Canadlan needs are, and always will be, met by domestid'
‘~supp11es.. They form a loosely—knlt opp051t1on to the
Canadian and Amerlcan contlnentalfsts. It is ‘the overali
purpose of this paper to demonstrate that a natlonallst
approach to energy resource management is in the best

rlnterests of Canada and the Canadian people, and that

natlonallst optlons are a v1ab1e solutlon to the questlon'

-

of energy management

The first factor to note is that there 1s no 51ng1e
nationalist proposal. Not only do- dlfferent groups advocate
different solutions, .but many of the groups offer piece- -
mea1.501utions\ The second factor-to note is the effort
tgken by the Canadlan government to. pubLacly adopt a more .
natlonallst .stand on 011 and gas management In early 1973,
the Canadlan government‘1n51sted on emphasizing thé?in—
dependent role of Canada in energy negotiations in Washlngton

 Mr, Macdonald appearlng before the .Commons Resource
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Committee on March 8, 1973, state@,that current énergy-
:alks were stalemated because "u. S . suggestions that Canada
consult with Washlngton before Canadlan 0il policy is 4hanged7'

'are unacceptable - « + The Canadian government does not
intend to share- 1ts pollcy—maklng respons:.blllty.'fB .The"
Canadlans also rejected two other proposals made by the

'Amerlcans The purpose of 'the negotlatlons was to have "

Canada sﬁpply additional oil to the American mldwest while

the Unlted States would undertake to supply Montreal and

Canadlan east coast reflnerles, 1f forelgn oil imports were.

cut\off or reduced. The first proposal rejected by

-Canadlan OfflClalS was that Canada agree to supply to the-

. United States*a specific multlple of Amerlcan 0il shipments

- o Canadian eastern markets. The second Amerlcan proposal,
also rejected was that Canada would pay for the malntenance'
of large unused capa01ty of pipelines from the west to the
- United States, whlch would be used only in an emergency.
-While these may seem 1lke_m1nor poxnts in the whole context
of energy policy determlnatlon they do show that the govern-- ;
ment is pub11CIY\respond1ng to the natlonalist pressure to |
adopt & stand protectlng Canadian 1nterests.‘ : \
The nationalist v01ces have been raised, primarily \
w1th1n the last ten Years, to decry trends an,energy arrange—-
ments between government and industry, and between Canada
and the United States. As already noted, the‘hatlonal 0il

4
1P011cy was adopted just over ten years ago. Public-(non-

BThe Wlndsor Star, "Mlnlster stands firm on Canada—
first policies, March-9, 1973. \ LT
\\;
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0 1ndustry) comments tended to folloy two llnes. One was in

pralse of Canadian actlons, and r#celved general acceptance 3

q,
. dlsmlssahle as raving of the 1eft—w1ng 1dlot fringe regard—

The other was couched in such tefms that it seemed eas1ly
less of the valldlty of th' arguments made. One such
revrew was made by J M. Freeman who - referred to the Soc1a1-
Credlt Premier of Alberta, Ernest Manning, as ‘"Ernie Ben -
Manning, botentate of an American oil kingdom'"‘°
The rise of concern 1n Canada, be 1nn1ng 1n the mld-
- . 1960 S, over the extent of control of th Canadlan economy '
"by the United States led to a rise in concern over the
‘whole questlon of energy management. Such concern ‘was, in
' part fostered by Amerlcan attrtudes toward Canadlan re-
sources. - The proposal of the North Amerlcan Water and Power
. Alllance (NAWAPA) scheme in 1964 is a key -example. A plan
. to build a five hundred mlle long reserv01r down the Rocky
. -+ Mountain Trench and to draln northern fresh water supplles

to the Unlted States to meet Amerlcan water needs, the NAWAPA

—t

scheme 111ustrated the belief, held by at least some

amer;cans, that Canadlan resources were theirs for the taklng. !
5., .

. The-wlde coverage of Kar1 Levitt's Silent Surrender

- : -

One example is the work of A. J. Plotnick, who wrote
. extensively for ganuuign Journals in the 1960° S, and who

. . wrote Petrple Canadian Markets and U.S. Trade i

(Seatt e: Unlver51ty of Washington Press,

oy p. Freeman, Bl%gest Sellout in History - Forelgn‘
ip. of Alberta's O1l and Gas Industr and the 011
rta New Democratic Party, . 0}, P. oL 2

qhe proposal went so far :as to,come under investi-
.. gation of the U.S: Senate, under’ the: aegis of Senator Frank

Moss of Utah, and h;s Special Subcommittee on Western Water
Deve10pment-ﬁ’ [ , - ;

- ’
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in 1970 further underlined the control of Canada's economy
by the United States, and the resulting‘danger to'Canadian

indebendence. 'Ms. Levitt noted a statement by Henry Fowler

B, s, Secretary of the Treasury in 1965, in which he said

2t

the United States would assist the [Amerlcan .
multinational ] corporation in bringing pressure
to bear on these [host] governments to 'forego.

voluntarlly as a matter of national policy the

exercise of extremés of- natlonallsmi ‘even, though
within the bounds of soverelgnty. ‘ e ,
Thus concern about the wide control of the economy by the

United States, and the power of the American multlnatlonal

: corporatlon, partlcularly in terms of non-renewable energy

resources, became an issue of 1ncrea51ng public’ debate in

s
-~

The debate revolved around five separate nationalist.

. Policy proposals. They are: {1} maximum consideration for .

environmental'safeguards- (2) 51 per cent Canadlan‘owner-

ship; . (3) greater returns to Canada from the present 1ndustry

Morganlzatlon- (4) Crown Corporatlons and government manage—

”ment of energy resources; and (5) immediate natlonallzatlon

of the 011 and gas industry.

However, before di cu531ng these proposals in’ detail,

' this paper will examine/ the phllosophlcal bases from which
Canadians regard thel economy, and whrch can largely in=-

fluence the ssi 111ty of the adoption of some of the’
At ii,‘ po

natlonallst proposaﬁs. These bellefs were outlined in .

T

‘12Rari Levytt, Silent Surrender - The Multlnatlonal

- Corpbration in Canada (Tofont Macmillan, 0., .p.

-

/
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.D. W. Carr's, Recoverlng Canada S Nationhood.* :Thelauthor
'notes that the .pervasive bellef in_ these economlc trulsms
. have severely hampered a- growth in Canadlan national initia-
tlve. “This has resulted rn a wldespread general belief
’ that Canadlans cannot manage the Canadian economy effectlvely
themselves. =~ - L ‘ T

Carr's flrst theory is "the case of the per51stent
staple. Thls 1s a theory, developed in the 1930'5, that
the only potentlal for Canada’ ﬁ_economy lies in developing
raw materlals and resources.' This is an economic_conditionr
which .is._ w1de1y regarded by economists as the first stage
in industrial devélopment. The proponents of this theory,
however, regard thlS as the first, last and only stage of
.Canada s\development The theory lgnores the high’ level
ﬁof industrlallzatlon in prlmary and secondary manufacturlng
whlch ex1kts in Canada. The theory also points up Canadlan '
"failures" to develop thelr econamy by comparlng Canadlan
developmeht unfavoarably to present Amerlcan and European
developmenta It fails to note that the economy of a much

younger natlon cannot be compared at a par with natlons

whose industrial- bases have existed for decades or centurles

~D. W. Carr, Recovering Canada's Nationhood (0ttawa-
Canada Publlshlng Co., 1971j).

'3The United States has existed, as a natlon, twice
as long as ‘Canada, and European natlons have been developlng
even longer. Their potential for industrial development
has been gieater merely because of the advantage of a longer
growth period Canada has had greater experience of high
mass consumption than any nation other than the United
-States. Canada's expectations of the benefits which should
- accrue to a country from industrialization are thus geared
to the American standard of output

A
a’



The second theory revolves around the “anachronlsm of
v geography, whlch‘holds that Canada s geographlcal makeup ﬁ
| “and great dlstances hlnder Canadlan development in relatlon
to the Unlted States-» It ‘ignores the technologlcal advances
of hlghways, rallways, pPipelines ang alrllnes which have
cut- Canadlan dlstances into manageable_proportlons, at
relatlvely modefate costs. . Thls theory also 1gnores the
fact that Canadlan transportatlon and. communlcatlons systems
run east-weSt as does Canadian cap1ta1 1n ‘an economy Whlch
has developed jrom coast to coast. | ‘
A The thlrd belief is in the overpowerlng neighbour."
‘Thls is the view that if Canada, by .its actions, offends
the Unlted States, ‘the ﬁmérlcans will somehow “Pounce on
Canada. f Carr p01nts out that this theory is so w1de1y
ru.hheid partlcuiarly*ln government that it has never been

- T

tested In. fact the Unrted States ‘need never make an

-

overt threat 51nce Canadlans con51stent1y percelve the
threat, and try to aVDId anythlng 11ke a confrontatlon.
Carr ‘quotes’ some comments by Abe Rotsteln, before ‘the Wahn
,CommlttEe Tw in which he said that, proponents of thlS
theory Seem unaware that thls phllosophy is deSLgned for

a’ natlon that Has-lost its will to preserve its soverelgnty,

"that belleves there" are no means to re51st forelgn domina~ —
IR

-

'*rhe. Wahn Committee was a Commlttee chalred by’ Ian- -
Wahn for the Commons Standlng'conmlttee on External Affairs - .
and Natlonal Defense, which examined a variety of aspects .
. of Canada's relationships with the United States.” Their N
. report, The Eleventh Annual Report of -the - Standin i
on External ' :
13707 = : - .
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'"walter Gordon, A Ch01ce for Canada —'Inde endence oo
" or Colonial Status (Toront3 HcCIeIIand and Stewart 1966),
‘P. 82 _ _ ) o .
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: tion,“ls Carr also notes some comments by John Holmes,

who had seventeen years experlence in External Affalrs.
Holmes said that “Canada exists and will EXLSt by suffer-
ance of the United States, nle Thus, .this belief reinforced
by the attltudes and subsequent actlons of Canadian govern-
ment offlclals, contlnues. Based on a v1ew of “United
States greatness, this p051t10n falls to come to grlps
with an Amerlca Whlch falled to subdue the 1ndependent
aetlons of Cuba under Castro, or of North Vletnam. or to
deal with the dls:uptlon of the Amerlcan economy or the
”Amerlcan way of llfe durlng the past decade ‘ ¢

The fourth bellef examlned by Cayrr is that of 'the
lack of Canadlan abllltles " ThlS belief does not account
 for the ;eal and on901ng accompllshments of Canadians and
their developments in fields ranglng from the Allouette

satelllte to advanced mlnl—submarlnes and snowmoblles

What may be more 1mportant this belief rar acknowledges

| the dlfflcultles faced by Canadlan entrepreneurs w1th1n

their own country. Some’ forelgn—owned multlnatlonals
1

recelve 1mmense tax’ breaks. Shell Canada° whlch took over

Canadian 011 Companles in. 1962 was, paying no 1ncome taxes
in.1965 17 Carr, .in a later sectlon of his book noted that’ N

more than half of the federal - ‘grants pald to
industry in the three flscal years 1965-66 to

15Carr, op. cit., p. 25.

.'{



kU

¥

.1ntegrat10n. It is exemplified by Arnold Heeney, who

102 i i

a
1y
1968 69 totalllng $358 million in all, was paid
- to flrms owned by non-residents - - Beyond these
- grants-the Canadian federal gove nment had made
large contributions by loans and cap1ta1 invest-
ments . . . to assist non-resident owned enter- .
prises to get established.!® t. . g

The theory also fails to note deliberate phasing out of
reseatch and development programmes in sub51d¢ar1es of

foreignrowned" corporatlons, as in the gptomotlve 1ndustry

. Carr's final tradition theory is that of "inevitable

sa1d that "Year by year, Amerlcan 1nf1uence becomes more%
pervasive 1n every phase of Canadlan 11fe.1 Reason tells us
that it cannot be otherwise."!? While 1nfluent1a1 people
in Canadlan government and bu51ness malntaln thls theory,

little effort. w111 be made to recover Canada-s natlonhood -

In an 1ndustr1allzed developed natlon llke Canada, there

»

s no. "reason™ to assume that Canada must 1nev1tably become

‘-\
1

part of the Amerlcan emplre. If Canadlans shook,off the’
1nflueace of these trad1t10na1 bellefs in their country s

1nab111ty to act 1ndependently, Canada could ‘reverse - the

1

contlnentallst trend.??

- v

'ﬂ~~ For the purposes of thls paper, these bellefs should

be - borne in mind. Their 1nf1uence on Canadlan moves to

-ensure greater returns from the development of the Canadxan

“economy, and in partlcular Canadian energy resources; can

'®carr, Oop- cit-Q‘P-_53~ ..
lslbid-; Pn 31'

>°For a detailed examination of these theorles, see
Car;, op. cit., pp. 15-33. .

-
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only be counteréd by beliefs which have ‘a more realistic

basis in both Canadian and American-bositions today.

. . . . . \ .
- The nationalists are already believers in a counter—

~

_ philosophy.‘ Their.proposals reflect: the rejection of a

view that Canada cannot protect its own 1nterests, or
receive greater returns from the development of . its natural
rifourcest They have discussed the problem of resource
management in general terms and in soecifics.’ From all of
.the propd:als put forward by the natiomAlistg, five main
themes emerge. - o *Q )

B The first of these is an emphas;s upon the soc1al and
env1ronmental 1mpact of resource exp101tat10n The agi-
tatlon for greater care in these areas is found in both
Canada and the Unlted States. It reflects a concern for -
the nation and its people Wthh outwelghs either profit or
@oncerns for ma551ve enerqgy return. ) |

Three main headlngs can be . seen under this proposal
The f1rst is the desire to have energy progects which place.
flrst priority on the impact on the people rn‘the_reglon
in which.the project will be built. ‘he James Bay Power .
Project is a prime example of agitation:i; defence of the
oeople.of the area. The_l;dlanﬁand Inuit people of the
-dnga&a sought court injunctions to delay or halt construc;
tion on.the project.ﬂ Their claim was that constructlon

would destroy lands ‘on which they depend for the/contlnua—

tlon of thelr way of life. “"The native peoples say the

- prgject, whlch involves the dammlng of three rivers and the

flooding of more than three thousand mlles of.tlmberland,

*

.
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threatens their way of life and the ecology of their landsg."?2!
Furﬁher égitation among native peoples in the Ter;itogies
led to court hearing on aboriginal,righfs. The heariné;
beguh.inufellowkhife in the‘éu@mer of 1973, was "an attempt

by 7,000 treaty Indians of‘the.Nortﬁwest Tefritorieg to
formally declare a legal interest iﬁ 40,000 squ&re miles
of the résource-riph Mackenzie Valley:."22 These actions
’are‘désigned to ensure a voice‘for'the pebpleé of the area

‘\\\\\\; in resource development, and to ghar&n;se them returns

from Eésou:gg\exploitation. R .
gy ]

Other groﬁBE‘Emphgsize the eéologicai aﬁd‘enéirOHQi B
mental damage which éould‘result from i%}ig}anhed resource .
projectsi Again,’a good example is James Eaf. 'Présentations
were made ﬁo the Jaﬁes Bay‘injunétion‘hearing by a ﬁumber -
of interested pa;tie%. The engineering opponents to6 the -
p;oject.ﬁenaexemplified by E. Shinnarland, presidentfbf.a‘
* Toronto-based engineef@pg firm. He said that he
‘ had never seeﬁ suéﬁ'a'shoft timé‘as 30 months

< . between initial field work and full scale -
operations . . . [and that | because of planning

-

21The Windsor Star) "Power project delay could hurt,”
March 21, 1973 ‘ o - -

, 220j1week, Vol. 24,.No‘§f24, July 30, 1973. The attitude
of the'lawyers for the federd government was first, that '
, the presiding Judge, Northwest Territories Justice William
Morrow, did not have the authority to hear the case. When
pProceedings continued, the government 1{W¥¢¥5 made their
second -move. They withdrew from the case, claiming that
the treaty signed by the Mackenzie Valley Indians was - ‘
legally binding, even though the claimants declared that the
implications of the terms of the treaty were not. understood -
by the Indians at the time that they signed., The decision }
handed down by Justice Morrow, early in Septémber;-1973, was
that the Indians were entitled to file claims on the land. -
The federal government indicated that this preliminary
judgemert would be appealed. o . .
' : - - S

{
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<
schedules all dlmen51ons ‘of the powerhOUSe
facilities: in the first of ~four Jmajor dams

planned wouldlbe irreversible by ‘thé end of
1973.

. \
In a later presentation, Dr; P. Dansereau, Dlrector of the

University of Quebec s ecologlcal research centre felt "the
'James Bay hydroelectrlc—power project should be stopped -
because current technology is incapaple of measurlng or IQ
predlctlng what damage 1t will do to, the regions ecology."2"
Slmllar env1ronmental obJectlons have been made about the
Mackenzie Valley plpefine the trans-Alaska plpellne-tanker
route, and offshore: drllllng. The 1mportance placed by the
federal government on these considerations is reflected in
its policy propo;als Oﬂb of the themes Suggested for public
d15cussxon leading to a final determlnatlon of a nat10na1
energy pollcy is "optimum environmental consxderatlon.
The thrrd headlng under this general procosal appro-

aches the question from the posztlon of energy conservatlon.

The Pdllution Probe hdndbook edlted by Donald Chant,

' L

emphaslzes that, 'for hls own surv1val ~man must realize
that there are restraints on h;s own activities."25

' Approachlng the problem with a view +o technology "comhined
with ecology, the Pollution Probe group, among other thlngs

has called for a planned populatlon, use of smaller cars,
3 T

i

R TR

Bay hydro pro;ect,' March 7 nwﬁﬁl,

25pD. A. Chant (ed. ), Pollution Probe (Toronto: New
ress, 1972), p. 218 T 8

_/ o X

( v

EE s

" 230pe Wlndsor ar, "James Bay project under attack,”f':
January 51__l§7§*__"£gi__ " _ -

- *“The Windsor Star, "Ec§;g§ist suggests halt to James,
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banning the internal combustion engine, and a reexamination
. )
of personal values to cut down on energy waste.

The second of the proposals made by the n tionalists

calls for 51 per cent ownership of the oil and gas 1ndustry.-

" This klnd of proposal has been made by groups llke the
Commlttee for an Independent Canada for some tlme. Walter
‘Gordon in a 5peech prior to the publication by the federal

government'ot Foreign Direct investment in Canada (the
/r-.l

a Gray Report), spoke about such a poIitE.puHe said "The

government . . . .should announce clearly and forthrlghtly,
that within a stated perlod of years, perhaps five (or
even tén), all 1arge Canadian companies must.become 51 per
cent owned by Canadians."?€® The Gordon pfoposal suggested
that the repatriation of industries in Canada under foreign |
ownershlp or control might beg1n with corporatlons with ‘
assets of $500 million or more, and’ work down through smaller
companies over a period of from ten to flfteen years. '

This proposal, or simila;:_ one‘s, ;J*s. often made 'in

Ny %

- conjunction with several other schem.es(.27 One is for-gov—
ernment screenlng and restrlctlons on forelgn takeovers.
Another is for the boards of dlrectors and Senlor officials

- of companies incorporated in Canada to be, in majority,

" %*W.,G. Gordon, “A Choice for Canada®™ in A. Rotsteln
- and G. Lax {ed. ), Independence - The* Canadian Challenge
tee for an Independent Canada, 1972), p. _74.

27Donald Deacon, -a Liberal member of the Ontario
Leglslature, called far 75 per cent Canadian ownership in
fifteen years. _D."Godfrey and M. Watkins (eds.), Gordon to

Watkins to You '~ A Documentary:" The Battléffor ControI of
our Econcmy Toronto, New_Ptess, ‘

l\j . - r"/ . ) . 5

e
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Canadian citizens. -
The key element of these proposals is for orinate
ownership of. the economy. This leads to a question of
whether changing American .or other forelgn owners for
Canadians would make the industry more concerned'With
purely Canadlan 1nterests. The Gray Report analysing
dlfferent ways of acquiring Canadlan control ggrough joint
ventures, maJority control 51 per cent ownershlp, and

company dlrectors control, contlnually repeats that such

moves are 1argely "symbolic." When the Eleventh Annual

Report of the Standlng Committee on External Affalrs and

National Defense, The Wahn Report .was publlshed advoc-

ating 51 per cent ownershlp of all corporatlons in Canada,
the Canadlan-bu51n€ss community was swift tohdeny'the
-practicality of the proposal.

The experlence of the oil and gas 1ndustry, particu-~
~larly the Canadlan 1ndependents, has’ clearly indicated that
corporate 1nterests in expan51on and proflts are more
important than nationalist considerations. Many companies
have both a majority of Canadian directors,land majority
: Canadian ownership; However; the industry, through 1ts
actions, has glven no 1nd1cat10n that it is more concerned
with Canadlan 1nterests under Canadlan control than under
‘forelgn control % There seems little reason to assume that
a government move to put free enterprise. control of energy
1ndustr1es into Canadian hands would result in management

: p011c1es more beneficial to Canadian interests.

The third policy proposal toncerns itself directly

T
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with returns, without touching'on‘eitherfownership or coh-
trol. Returns would be.energy'and/or financial. Such‘a
pollcy would prohlblt any scheme comparable to the Columbla
River Treaty, which gave no energyireturns to Canada, and
was a financial loss. |

The major empha51s of thlS proposal, however, is
f1nanc1a1 returns. Table Seven showed that returns in the

A

four western provinces from land sales, leases and royaltles
'ﬁe;%;only 5.7 per cent of productlon revenues in 1971. ThlS'
ranged from a low of 2. 1.per cent in Brltlsh Columbla to a
high of 36 0 per cent in Manitoba. 1In 1970, . the federal
and provincial taxation rate on oil and gas production
companies was 2 per cent of revenoes,‘and was“15 per cent
on refinery companies. Depletion and other allowances may .
lower government returns even more. Mel Hurtlg, commenting
on this aspect of taxatlon, noted that the Hudson s Bay
0il and Gas Company "in 1968 on declared net earnings of
$26,810,000 paid only . . . $20,000 in taxes. That amounts
to a tax ‘rate of .007 per cent n28 }

The 0.P.E.C. countrles charge a tax rate of fifty-
flVe per cent of proflts plus a further 2 5 per cent royal-'
ties, and charge &n annual 1ncrease of 2.5 per cent on
posted 0il prices to offset 1nflatlon The effective flat

'rate of royaltles in Alberta natural gas is 163-per cent of

the wellhead prlce, and is expected to rise' to around

o 2%y, H EOpe, The Elephant and . the Mouse - A Handbook
on Regainin -Cbntrol of Canada's Econo ('oronto‘ McClelland
and Stewart;‘lBIl r P- o T U _

. FER
3 . .

i
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twentyeflve per cent‘bf the end of 1973. since royalties
in the 0 P.E.C. countries have always been 1ncluded 1n‘the
general tax rate, the returns to the host countrles are
actually 57.5 per cent .not 1nclud1ng the escalator clause

Land lea51ng and sales ‘also reflect thewleg‘rates
prevalent in Canada. Amerlcan 01l companies pa;3;$900
million for leases on the Alaska North Slope and3$603 mllllon
for offshore drllllng in the Santa Barbara Channel . In
Canada‘"the cost of holdlng an oil permit for 12 years>in
either the (Canadian) north or offshore is only about Ei an
acre t . . Thereaare no other costs for holding acreage,’
apart from a $250 f111ng fee 29 In a comparison of royalty
rates, the Amerlcan-based companles have an- effectlve rate
of 20 per cent ‘on the North Slope and 16 per éent in Off-
shore areas. The Canadlan federal government charges a
f£lat rate of five oertoeot for the first three years, and

. _ i : ’
ten per cent thereafter. -

Applying these rates to a spec1flc srtuatlon, the
Mackenzie Valley Plpelln?‘ls worthy of note. 1In 1ts first
three years of operations, the plpellne, with a capac1ty of
| 4.5 bllllon cubic feet of ‘natural gas. a day, transported at

‘a wellhead prrce of 30 cents-a thousand cublc feet, would

yleld $144 million to the Alaska government and only $36

[ I
Lot H Vs L R
The question of Ieasing and-‘rental policies has re-
.\‘ ) ‘ : \

29The Globe and Ma11 "Study cites oil firm lease
r.lpOf.f Fi n Ma]'.'c . ’ ’ ’ 7

million to.the Canadian government.30

LY

~ *°All these figures are from the article cited above.

LA
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céntly come under considerable fire. Debate has grown up -

N -
around ’ . . b

——

the Canadian system of” leasing wh;ch allows oil

companies to bid for workwpermlts ‘on lands under.

federal jurisdiction . . .¥Thé costs of holding Lo

a work permit for 12 years-is only $1 an acre. ) . SN
There is also a further 21 Year lease renewal’ ‘
provided for.?

“.Although.no new_leases have heeneissued under theBe terms
: i L A .
for oGer'e year, around eighty per cent of the potential

petroleunm producing areas (827 million acres) under feﬂeral
3urlsdlct10n are controlled through the leases.

If oil is found, the Ieases allow for the federal
governnent to clalm half the oil, and 1mpose royaltles on
the half retalned by the 1ndustry. in an edltorlal_ln The .

Globe and Mall.ln-early spring, 1973' it was noted that,

“there have been hlnts-—lncredlbly--that Canada's half

-~ :
mlght be left with the 011 companles n32

-
¥

While most natlonallsts 1nterested in greater finan-

cial returns concentrate on these rates another questlon'

" has arisen.

-

The Alberta Energy, Resources Conservation Board

.* said last summer that Canadian gas was selllng in
the United States at prices 10 to. 20 ‘cents a thousand
cubic feet too low, compared with' alternative fuels,
On the basis of 1972 exports of 101’ trillioh cubic
feet. of gas, the average’ underpricing would mean

an annual loss to° the Canadlan e?bnomy of $151 5 o
million. 3?3 . Lo

B
~d
-~ .

*!The Windsor Star, "Arctic oil lease changes studied,"
March 22, 1973, ' - -

*2The Globe and Mail, "The. great givea&ay,"'narch 22,
. 1973, . . ' T

33The Windsor Star, "Energy Board Frowns on higher gas
prlces," March . 14 1973, . o Ly

[
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The National Energy Board made no move to increase gas"’

o

prices, and some comment was generated in Parliament-when - -
- A g

the'Board was 1ate'in‘submitting‘a full report on\ther
matter to the Cabinet. The anrd mgintained that it had,
. been working with the industry to.raise gas prices without
causing a Canada-U.é; confrdntation,’t.wihislis even more
crrtical-because gas pricing and exports revolQéQaround

long term sales. The major 1970 sale of 6.3 ‘trillion feet

K:Ef natural gas, about $2 bllllon worth was to be made over

: \ ) ‘\\ ‘
* The natlonallsts concerned ‘with this proposal call

flfteen to twenty years. -

-

for hfﬁher returns from all sectors of the industry. ”'

Taxatlon returns, when deductlons have been made, are S0

. low that in some cases they are non-exlstent. ‘Royalty and
lea51ng rates are lower than in- any other 011 country in

n . ”- LY 7

the world. The National Energy Board is authorizing the

sale of under-priced gas to the Unlted States. The real"

-beneflts appear to be gonng to the oil 1ndustry, whose'
'revenues re up twenty-six per cent for_the first half of . -
1973 and over 1972 income rates;35 Government moves to

- ) - X \;—‘\ -
guarantee higher returns are a nationalist alternative for

resource management . )
Another alternative, the fourth, is to"develop the
oil and gaé,industry, and energy resources in genéral;

unde7PCrown Corporations. ' One current. example is PanArctic

f

. I'Phe wWindsor Star,. “Energy Board Frowns on higher
'gas prlces,'gharch 14,7 T973.

f .

’5011week Vol. 24 No. 23, July 23, 1973, p. 6.

-
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Olls, forty—flve per cent owned by the federal government.
This company has leases on forty—81x million acresjof land -
in the Arctic Archlpelago.- The area is generally regarded
by the industry as having the highest riekrof'any.expior—
ation region in Canada.‘ Many.companies, which. had explor-
atlon ieases in the islands, farmed then out to PanArctlc
for a return on any profltst__Thls of fers returns to prlvate
1ndustry, wrthout requlrlng much cap1ta1 outlay. B
The corporation was set up as an’ 1ndependent company.

It was not establlshed to play any role in a Canadian energy
pOlle. Even more, the government's posrtlon on PanArctlc
has been to allow it to operate as a prlvate bu51ness. . This
allows companles like PanqCanadlan Petroleums to operate

. as'if it had 33 per cent 6wnersh1p rather than 1ts actual

18 per cent ownershlp 1n the consortlum. The prlme concern
© of the government seems to be - to flnd 1arge, opmmerCLally

_ recoverable de9051ts of- 0il and gas, in the shortest.

‘ p0351ble time, to justify the constructlon of a Mackenzre |
uValley plpellne. "With this plpellne, the governnent hopesf
to cash in on the North Slope 0il rush.3® e
., The government has asked for no energy.supply returns{
There is no 1nd1catron that PanArctic will ensure Canadlan
.‘energy needs are met. Further, the Canadian taxpayer is

heav11y subsrdlzlng this consortium, which has already

.commltted a large portron of its returns to prrvate 1ndustry.

3¢p. Deutscher, 'Panarctlc 0115 Ltd.: The Government
and the Energy Business;" 1n Canadran Forum, June/July,
1973, pp. 32-34. ‘

n
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There are several factors to be considered in the -

- .

question of ownership by Crown Corporations. The example

(&1

'o% PanArctlc 0il seems to 1ndlcate that the major 1nterest
_“of the government is to ensure the growth of the industry
. and the dlscovery of new proven reserves There is 1itt1e d -
indication that ~such growth w111 result in secure 1nexpen51ve~ﬂr
supplles of oil and gasito Canada, or proportlonally higher T .
ﬁfflnanc1al rewards, partlcularly after costs are deducted
.The benefits from thlS kind of corporatlon may not really
be of 51gn1f1cant beneflt to Canadlans. |
If the Crbwn Corporatlon 1s de51gned to exploit

resexves in new areas, it must be noted .that most 1ands

> med potent1a1 51tes are already under lease to prlvate

e

i -ustry. If the Crown Corporatlon is the 1nstrument used
to regain’ control of the o0il and gas 1ndustry, then the
'example of supplylng funds but 1eav1ng effectlve control
in 1ndustry hands must be avoided. . | t
In fact, a series of Crown Cof%Orations'night bé"
developed - Eric. Klerans, dlSCuSSlng mlnlng in general,
suggggted setting up one Crown Corporatlon to carry out
mlnlng, and’ another to undertake expioratlon.- Under such a.

proposal leases would be taken over by the Crown Corporatlon,

2

when.prlvate lndustry s leases ran out.: Eventually, the |
'Crown Corporatlons, all the m;nlng (or o0il and gas 1ndustry),
and all of the- proflts would accrue to the publlc.

‘The only"” alternative natlonallst proposal would be to
natlonallze the o0il and gas 1ndustry at one txme The pro-

ponents of this theory are a small but vocal group, many of

-y

° -
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whom were act1Ve in the left—w1ng, 'Waffle' arm’ oﬁ the Ne

Democratlc Party. Two of these spokesmenfarg/lim&s Laxer

‘ J .
and Mel Watkins. - Laxer has been particularly actlve in - )

dlscu551ons of energy management clearly favourlng the

natlonallst solutlon In The® Energy Poker‘Game, he puts

T -

forward his "soc1allst' proposal .
= 4
Only publlc ownershlp and publlc control of the
resource industries can break us out of’the
pattern of dependency and comparative under-
development that has been endemic to Ganada. h
- ‘Repatriation of the Camadian economy should
begin at the door--the. resource sector.
Public ownership of the resource industries - ,
. would place the key sector of Qur economy -
in the hands of the people. It would give- . L
. Canadians the opportunity to master the skills
necessary to run-our economy .and to develop it
quantltatlvely in the 1nterests of human well:
‘ belng in Canada.?? )

Thls proposal can perhaps be " hest dlscussed by
anewerlng questlons commonly proposed -about such a solutlon.
The frrst.mlght be "How do you ‘find people competent to" ryn
the industry°;r A brlef glance at the present 1ndustry f~
shows that there are many ahle and skllled Canadlans already

1
active in energy resource 1ndustr1es, who could manage a

J
government d1rected operatlon There are many U 1ver31t1es

Y

in Canada wlth flne schools offerlng knowledge and\tralnlng

- in a. number of 1mportant areas, from petroleum engiheerlng

Rty

to geologlcal and geophyslcal surveys, and bu51ness manéﬁe—

ment. There already are people 1n Canada fully quallfled to - f

} > ;

- . . ’ i
operate such a national’ corporatlon. ' i .

3. Laxer The Energy Poker Game (Toronto-f‘Qew Press, -
‘-1970). Pp. 48. ) , \'

2 . o ' \
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s o i\ second questlon would be, "How would You guarantee - -

.that a Crown Cq;poratlon would care more for Canada, and.e
returns to Canadlars than for proflts?' The answer of
course, is that such a guarantee cannot be made. However,
with resource management directed by a government whose

. Primary aim is to stay in offlce, there is a better p0351b1—
llty for control of the oil and gas 1ndustry in the public
lnterest than if the' industry is- left in the hands of
private bu31nessmen. It is: p0551ble for the electorate to
" replace a Canadlanmgovernment Qt least every flve years,
1f the publlc feels the government is not actlng in 1ts

:‘best 1nterests. There is no 51m11ar public control over

- -

prlvate management _ . . _
A thlrdpcommon questlon 1s "How are you‘BOLng to pay'.
Jfor such a t:keover?" Thls can ‘be answered in several
-waYs.‘ First, Canadlans already pay for most of the take-
overs of 1ndustry 1n Canada by forelgn flrms . There must

* ¢

therefore be sufflcient funds 1n Canada to flnance take—.

" overs. As Karij Levitt p01nted out in Sllent Surrender:

In 1964 . . . groséxlnvestment expenditures by
American branch Plants and subsidiaries in Canada
were reported to be at\least $2,557 million. of ® .
this amount, however, o $126 millien (5 per '
cent) originated dlrectlyxf om United States
Sources. Internal financing 3 ounted to $2,008

(78 per cent), while a further\$423 million (17

per cent), ‘was mobilized by’ Canada 's financial
instituticns,?® .

. . Table 22 (Appendix I) illustrates the specific case

f;h of the oil and ga§ industry, which, in 1970, received $24.6

RIPS

. PK. Levitt, op. cit., p. 11. : o Gl

&
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millibn from the United States, prlmarlly through loans and
advances from parents and private 1nterests. The 1ndustry
recelved $75.1 mllllon from prlvate Canadian 1nterests,
primarily through long term debts. From the total new in-
vestment of $170.7 million, Canadlan private concerns con-
tributed 41.5 per cenéaln the 011 and gas 1ndustry) excl-
u51ve of internal corporatlon f1nanc1ng, whlle only -14. 4
Per cent came dlrectly from the United States. Table 22
. also 1nd1cates that the mrneral fueis 1ndustry had retalned
earnlngs in 1%70 of $614° mllllon.. ThlS .would be the prlme——ﬁ—f
source of internal fundlng, and although this latter flgure
alsoilncludes the coal 1ndustry, it is clear that the o1l
and gas 1ndustry s potent1a1 for expans1on ‘is only financed
in a minor way by new American funds.

‘The’ second way of’ answerlng this questron is to say -
that takeovers may be undertaken by f1x1ng a compensatlon
rate 1ssu1ng nLtes in‘the .amount’ of the rate to the private
industry, and paying off the notes from protits. A-third '
propoaal'might'be to pay for the takeover, at least in part,
through Canadian investment'funds, as through the_Canada '
Development Corooratron. “Canadians have always tended to
Save money, and now have one of the hrghest rates of sav1ngs -
in the world."?? A government pub11c1ty campaign, promotlng
'beneflts from 1nvest1ng in the Canada Development Corporatlon

for the purposes of a takeover of the o0il and gas 1ndustry,_‘

35Sc:.ence Council of Canada, 'Innovatlon in a Cold
Climate: Impediments to Innovation,® in A. Rotstein and

G. Lax (ed ), o E° cit., p. 123.

P -
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might channel some: private funds into a plan to finance

the takeover.' \

A fourth question mlght be, "Won't natlonallzlng the

011 and gas 1ndustry cause a depre551on, or seriously lower
“Canada's standard of 11v1ng?"' The latter.effect might be
benef1c1al to Canada, cuttlng it free from the American -
standards of exce531ve demand forxr non-essentlal goods.
However there is no reason that the country would neces-

. sarlly suffer flnancxally. All of the prOfltS would accrue

1 to the publlc. No funds would go to forelgn parent flrms
ﬂ?m and the . relnvestment of proflts could be made with an ‘eye ‘to ,
long-term benefits for the country as a whole. With only
_reasonable'success in the flrst Years of operation-.the
people of Canada could be far ahead of the position that
they are now'in.vis-a;uis the oil and gas industry.

A final question reiterates a polnt made earlier by

. Oilweek. It would be "What makes you thlnk the man—ln-
the-street is competent to ranage energy resources?” .
-Several comments might be made. Finst,-there is no.reason
‘to suppose that the”only peopie competent to manage the
industry are already in the industry. . ‘Second, past and
present trends indicate &hat the Primary concern of the
prlvately-controlled industry is the beneflts to the in-

-&dustry, from energy exp101tatlon. Canadlans as a whole are

., at least 1nterested in more Canadlan—orlented returns 1n .
the form of adequate supplies for national needs at a.

reasonable cost. Canadlans have no reason to be concerned

with 1ndustry profits, since they receive a minor amount of

)
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those profits. And private citlzens ‘would be exce551vely
concerned 1f American demands 81phoned of f needed 011 and
gas for Canada, or led to exhorbltant prlce hikes.

The industry 9051t10n that individuals and groups
from ougside the industry are 1ncompetent to discuss manage—
ment -and d15p051t10n of energy resources is also debateable.
Many groups out51de the 011 and gas 1ndustry have developed
knowledge and skills in a varlety of areas related to the
'management of energy resources, Englneerlng and ecological
organizations are two such grouos. The ordinary citizen,
who -’ does.not have special competence in the complexities
Surrounding energy management has 1nterests in his own
present and future welfare entltllng him to v01ce an oprnlon
"and éxpress priority preferences Where the 0il and gasvln—
dustry was government managed the 1nd1v1dual Canadian would
be accorded the right, at least in public, to express his
oplnlons and have them heard : 7 | |

All of the flve natlonallst proposals have adherents
and opposition. Two, ensurlng social and environmental
safeguards, and'guaranteeing greater rétdrns from energy
resonrce expioitation, are particularly- important to most
- nationalists. One reason they are important is that they
could be emphasised in any proposed national energy policy
without serlously dlsruptlng the present structure of the 011
and g s industry, Serious efforts by government and the
prlvate sector to devehsp energy resources in a manner whlch
protects anadlan soc1ai and ecolog1ca1 enLlronments, and

e

ensures greater returns to Canadlans from enerqgy productlon

v
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are key concerns of most nationalists. o
‘The main'bone of.contention lies in hoﬁ to guarantee
- this’protection, and these returns.' Those uho emphasize
.env1ronmental protectlon, or energy or financial returns,.
- are largely 1nterested in the results rather than in the
mechanics of acquiring the results. If effectlve legis-
lation could be wrltten and enacted, many supporters of

- these goals would be satlsfled with .government-industry

‘cooperatlon.

¥

Other natlonallsts feaa that only usxng gentlemen S
agreements would be ineffective.. They de51re more_dlrect:
government actions to realize these goélé\,,aéEé, again,
there is a d1v1510n on terms of the mechanics. The drvision
11es in the degree of government involvement. Those
1nterested in limited government involvement believe that
leglslatlon requiring majority Canadlan ownershlp, 1eav1ng

ni"fhequdﬁstry 1n private hands, would sufflce._ Whlle it has
" not beenmdemonstrated that the Canadlan segments of the 011
-and gas 1ndustrvzhave acted more natlonallstlcally than |
the foreign controlled sector, this does not necessarlly
mean that .an entire 1ndustry controlled by Canadlans would
‘not be more concerned with returns to Canada. Tnere could
‘also be great psychologlcal benefits from the kndwledged
. that Canadians, who are largely aware of the extent-of foreign
contrcl in their country, have-in'factjregained some of‘the
" control over their economic affairsT This proposal, unfor-
tunately, offers no guarantees other than the maintenarice of‘

a free enterprise economy.
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For some nationalists, the maintenance of free enter-

e

,prise interests in the critical ergy resource sector of

/
the economy is less 1mportant than ensuring Canadlan control

through direct government intervention. while the option’
' of establishing Crown Corporations and nationalizing the oil
and gas .industry have the same results in the 1ong run, the

 difference in approach is of cr1t1cal lmportance. National-

1 . f

1zat10n though faster, cannot be regarded as a v1ab1e
optlon for Canada at the present time. There ;s no Canadian

'natlonal political party interested 1n u51ng the tool of

/
natlonallzatlon, or in proposing the use of’such a method

as an_element of gartﬁ positions put before'the electorate.

The use of Crown Corporatlons has alréady been accepted by

el

political partles. Thls 'is a more V1ab1e alternatlve than

natlonallzataon,at thls;tlme.

" -

Government‘p011c1es to this date have largely been
geared'to ﬁiotecting and strengthening the foreign-
controlhed oil ana gas industry. Depletion allowances,.
other'tax—wrlteoffs, very 1low leasxng, land sale and royalty
rates, and export and foreign sale p011c1es have all been
de51gned to encourage th; growth of the 1ndustry. Govern-
ment pollc1es resultlng in expandlng proflts and markets
have ensured hlgh returns to the industry, but llmlted re-
turns to the Canadian public. r

Only direct government actlon llmltrng sales abroad
in the ‘®early Sprlng of 1973, guaranteed supplles to the
domestic'market. The demands of Canadian producers are

L

.quantitatively higher than ever before and industry actiOns
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have indicated that only government intervention will pro-

tect Ehe'intetests of the Canadian consumer. If demands on_'ﬂv

Canadian éroducers increase, as?they'show every indication
| of doing,3furthef’goverpment action will be required.‘®"
Such actigns cannot<be ggtenéions of past policies.

Crown Corporatidns; iikq Panartic 0Oils, have not ihdic;tédL
by their actions a priﬁary interest in protecting or en-

O KR ’ o~ | . -
_xiéhiﬁg the country at largé.; Thé”%parch{for-markets“forl-
massive supplies of energy resources abroad? hqve~resulted

in the ﬁQ#sibilitj‘of 9c§;city for domestic markets.
Domestic-QarketS'musf be-ﬁroﬁecgéd; éovernment intervention
C_aépears neéesséry'to'ensure-such'ﬁiotectioh.

© " As Thomas ﬁurton'héé maintained, enexrgy resource
manageﬁént is very much a matter of national interest. It
is the responsibilit& of the gbyernment to act in the
national interest.. Only the nationalist voices raised in
the eﬁérgy resource_manage@ent debate emphasize the nati§nal
inte;est, the welfare of_the couhtfy ana all Canadians, over

private or non-Canadian interests. Only through im@lementing
1 B . o -

their aims, social. and environmental protection and energy

"%Annual. production rates, and the rate of export to
the United States for oil and gas have been increasing
rapidly since 1960. In 1960, exports to the United States
totalled 114,300 barrels daily, out of a total Canadian
production of 524,000 barrels a day (b/d). While final
figures are not yet in, the estimated 1972 figures given in
the Canadian oil and gas trade magazine, Oilweek, show that

exports to the United States amounted to 936,000 b/d out of
" a total Canadian production of 1,690,000 b/d. Further ,
projections for 1973 estimate American imports of 1,055,000
'b/d from a total Canadian production of 1,850,000 b/A. These
figures reflect a rise from around twenty per cent in 1960

to around fifty-five per cent in 1972 to an estimated fifty-
seven per . cent in 1973 in terms of the American share of
-.Hganadian'ﬁfﬁﬁdbtion; Oilweek, Vol. 24, No. 1, January 19,

19737 p.. 1277 '
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and financial returns, can the national.interest of Canada

be guaranteed into the future.




CHAPTER FIVE

CONCLUSIONS

‘'The .determination of a national energy policy in
¢ 1

.1 Canada is a Gordion Knot of difficulties. It requlres\/,/‘

T

3

_-that an accord be reached between the federal government

andJ Yen prov1nc1a1 governments, each with 'its own inter-
ests and priorities. .These.governments-must first agree
that a "national" policy is necessary. Then they nmust

present, d19cuss, analyse and select one or more pollcy

;optlons from the broad assortment offered'by a variety of

groups, each withfits'apparent own econonic, philosophical
or strategic axe to grind. It is apparent that the contra-
dictory elements of at least some of the optlons mean that’

one Qr more groups will flnd their proposals largely -

reéjected by any statement of a long range policy of the

federal government.

A 1ayman examining thls 51tuat10n faces a number of

‘problems 1n comprehendlng these dlfflcultles. In the flrst

place, most of the negotlatlons carrled out on 1nternat10nal
energy matters, between Canada and the United States take

place behind closed doors.t It is very diffjcult to assdess

lthe tenor of the dlscu551ons or p051t10ns taken, except

through examinations of carefully worded public statements

and after-the -fact analy315. It is possible to speculate

‘on what the representatlvesrof both sides are saying, but

<

123



. 128 .c.s\"”
rarely is anythlng dlscovered other than the general phlloso-
»\;phy held by either government. Specific demands and bargain-

ing points usually remain obscure. . |

_The analyst'also,facesfthe pProblem of separating fact
from emot10nal flctlon or wishful thinking. To-stress the
'p01nts they are making, ma&% commentators on the 1ssue of
enerqgy resource managenment” in government, 1ndustry and the
private sector, use "facts" which support thelr own p01nt
+of view, and language which clouds 1ssues. There is an
atmosphere full of 1nnuendoes {threats and counterthreats,h

'and it is often d1ff1cult to 51ft out; the realltles of the

overall Situation.
o

. One is often left groplng through the dark or at
. least the dusk in trylng to determine the relevant facts,
‘and assess: the. inputs whlch are being made into the develop—
ment of thlS pollc§!h§ those actively 1nvolved in the debate.

Some broad policy optlons can be outllned but these 11m1t—_

ations sometlmes necessmtate the use of speculatlve ana1y31s,"

which must be acknowledged Within these 11m1tat10ns three 5
general policy optlons can be determined. S

—
The flrst optlon 1nvolves the malntenance of the |
status ELEb Such an option can contlnue past actions?by
‘ the government of Canada to encourage growth and expan;aon
within the oil and gas industry, and to seek the w1dest
‘access for Canad;an supplles to Amerlcan markets _ Very
'recent trends, 51nce the sprlng of 1973 1ndicate that there

may be a move to adopt a policy more geared to serv1ng

Canadian needs than meeting Amerlcan demands, However,

AN
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- unless a concerted effort is made by the?geﬁeral govern- -
ment to adopt a national energy bolicy which-mékes the
1nterests of Canada and its peoples the flirst prlorlty, a
- de facto Cont1nental Energy Pact mlght well develop.
. I~
American efforts to tie Canada into a long-terqueal'for
hydro, gas and oil sales, if shccessful, would lead to a
‘separate Canédian'resource .sector in name only;
__Theesecond option would be to formally adopt a Con-
tinental Energy Pact, which is the second policy proposal.
There _are many proponents of. such a scheme 1nc1ud1ng the
Canadlan and foreign-owned sectors of the eil and gas
1ndustry, and the American government This pact, if
adopted formally, or through ad hoc actions of the” Canadlan
government would certalnly lead to closer economic 1nte—
gratlon. and weaken Canadlan 1ndependence of actlon
A number of p0551b111t1es would result from the
\

adoption of contlnentalism in energy resources.
The energy dea)l involves .an essential attack on
Canadian independence in- two ways: flrst as a -
source. of supply for American strategic resources,
we can never be allowed political freedom to
-deviate from any significant world pPolicy; second,
as American’ resource producing corporations within
Canada tighten thelr grip on our economy, and build
ever-widening t1es with the United States, the
manufacturing sector of .our economy would be
throttled as well

- There are several verj real results, héwever, whlch
unerllne the detrlmental effects to Canada from the adoption

of the contyhentallst policy. The financial rkturns are

1. Laxer, "The Greene-lng of Canada, in A. Rotsteln /

and G. Lax (eds.), Independence - The Canadian Challenge ‘/
(Toronto: Committee or an I ependent Canada, ¢ P. 1454

| /

E]
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‘low, as in most raw material trade. The Unlted States is
1nterested only 1ﬁ\\nergy resources, and no 1nterest has.
been expressed in manufactured products whlch glve hlgher i
returns to Canada, if only through corporate taxes. - The

f1nanc1al returns. largely would accrue to the producxng -

1ndustry,<wh1ch 1tse1f g1ves Ilttle f1nanc1a1 returns to

‘Canada. This pollcy is also geared to a flat rate of con—

sumptlon of energy résources whlle allow1ng for all excess

productlon to be used 1n the Unlted States. . Although free'h

trade means energy sharlng both ways across the border, .

Canada has 11tt1e need for Amerlcan energy resources. The

energy beneflts go to the United States 3 The flnancral

‘benefits go to the 1argely forelgn-owned resource 1ndustry.

—m

Even w1th1n those reallstlc but narrow terms, there 1s no

'reason for Canada to adopt such a pollcy option if. beneflttlng 3

'-elther the country or its peoples are - the prlorltles of
;the Canadlan government. ' R S
It is thereforerclear.that,‘in the'besthinterests
of Canada and‘the Canadian people, an alternativeioption
" must be chosen A more natlonallst stand must be espoused -
and 1ncorporated into energy pollcy dec151on-mak1ng. \Ina
COD]“DCthn with this, trad1t10na1 bellefs in the lnablllty
of Canadlans to actjlndependently to- run" thelr own economy
must ‘be reJected where they clearly do not c01nc1de with
.Canadran economlc realities, : ‘
Two alms should-be empha512ed hy the Canadlan govern-

ment to ensure maxlmum beneflts to the country. The soc1a1

and ecological costs" from energy exp101tatlon must be care-

_(

f__/

-

P
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fully cons;dered with a v1ew to mlnlmlzlng damage ‘to the°
Canadian env1ronment Also, much greater effortsﬁto ensure
returns to Canada in terms of flnanclal beneflts and
adequate energy supplles must be made-- a prlmary goal
prlorlty. _
| The adoptlon of a natlonallst p031t10n on.energy man—
agement, the thlrd optlon, empha51zes these aims. The
mechanics of guaranteelng ‘the reallzatlon of these a;ms
1nvolves three proposed pollc1es. The government could

move to requlre majorlty Canadlan ownershlp of the industry.
However, there is llttle tanglble indication that an exchange
of forelgn bu51nessmen wlth Canadlan bu51nessmen would
,result 'in a shift of empha51s from 1ndustry returns to

'n

,returns to the countryras a‘whole.

Alternatively, the government would become dlrectly -
_lnvolved in energy resource management One method would \
involve, natlonallzlng the o0il andg gas lndustry, bringing it
wholly under governmentjcontrol at one- tlme The blggest
7 barrlér to-the 1mplementat10n _of such a pollcy in real
polltlcal terms, is that no polltlcal party formally adopts
such a p051t10n or declares 1tself interested in natlonal—
'1zatlon. '
Another method would be to establlsh a Crown Corpora-~ -

rtron, or several such ~corporations to directly mahage all o
.aspects of.energy development, w;th a view to ach1ev1ng the
L two major goals of the natlonallsts. Eventually, a de'ggggg
natlonallzatlon would result_/;énere are a number of reasons’

why thls alternatlve mlght he.successfully implemented. It .
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would be politically possible. It has been done before, and -

examples '0f good and bad management already exist to set’

-guldellnes for future management pollcles. Also;\carrled

'out over tlme these Crown Corporatlons would probably

make 1ess costIY'mlstakes and would learn by actlon, how

‘to effectlvely manage a quantltatlvely expandlng productlon

capac1ty, as 1arge segments of the energy resource 1ndustry

came under government control : L”

The proposed hypothe51s of ‘this paper has been that
natlonallsmh has a v1ab1e role to play 1n energy resource

management 1n Canada._ It is only w1th1n the sphere of

[

natlonallst proposals,\tha* a major empha51s on’ ensurlng

falr returns to Canada and 1ts peoples from energy exp101-

_ tatlon is made By adoptlng the natlonallst optlon in

-

developlng ‘a natlonal energy pollcy, the Canadlan govern-

ment can ensure these returns are made. With. the comblned

L

‘aams of protectlng the social: -and ecolog1ca1 env1ronment
v .

of the country, and requiring returns in monetary supply

'terms perhaps through the tool of effectlve Crown Corpor—_

atlons, such a pOllCY can be madé a reallty into the future,
. The adoption’ of the nat10na11st optlon is essentlal

in energy management If energy exp101tatlon 1s to serve

by ‘the adoptlon of a Natlo AR Ry Pollcy. The natlonallst

ion. for Canada.

. B . . . . . Y
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Source for Appendix I: Department of Industry, Trade and
-Commerce, Statlstlcal Supplement to “Forelgn—0wned
bub31d1ar1es in canada, 1964 to 1969.",

Table XVI. p. 16.
XVII.- P. 33. .
XVIII. p. 37.

XIXo Pé 380 ' - .
X—Ko P. 440 ‘r-l '
X4I. p. 60, '

XLIT. * ps 60,
A4III. pp. 62-3.
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- CTABLE TWENTY-TWO
Sélected Sources of Funds from Residents of U. S. and Other
fFofelgn bountrles, fromycCanada and from. A1l Countries, 011
and Gas Industry = 1970
(in million dollars)

Country | Bank Loens - ILoans & Short Term
' L Advances Loans
. . e bj Yarents '
u. s, LN Aalist 13.5 0 -
. Other Forelgn ' ‘ | | '
bountrles 9.0 - . 9.4 o -
Canade’ . _=8.0 ~5.17 26,8

411 Countries -10.5 X762 2b.8
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PABLL PwisNTY—1

W0 = Continueg
———r_fluea

/o

Bonds & Other Long Paid*in:Capital Paid in " Total

Debentures  rerii iebt by Parents and ' Capital
Affiliatesf byvOthers ‘ )
~15,2 12.4 ~2.7 28,2 24.6
= . 5503 605 -5-’2 7501
4009 6-7 2-8 ‘ : 7.4 '7009
25.7 744 6.6 - -30.3 170.7
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{\#\f

TABLE'TMEHTY—FOUR'

v Lapac1tles of” Operating Refineries

Name of Companyl

' 2]

Golden Eagle
’ ™
Gulf 0il

:_‘Iﬂperié1
| Texaco -
Irving - o
‘ ) /-“-—.\
B.P. i
- Golden %gglgjs
Guit ¢

Imperial

'Petrofina.

Y ) o

e

| (barrela/day) }
Locatlon Capacity

. liewEoundlend " .
Holyroed 13,000
Nova Scotia = o

. Point Tupper - 87,000
Dartmouth’ 64,300
Hﬂlifai. 16,000
New: Brunswick

" $t. John 50,000
‘uuebec'_ s
Ville p° Anaou 75,000
St. Romaulqd’ 100,000

_ilontreal Eigt" 75,000
lontreal East 106,000

" Pte. Aux Trembles 60,000

+

H

Source of

* Crude

Venezuela

Venezuela,
Mid-East,

'Nigeria

Venezuela

Venezuela

Mld—EaBt

Venezuela,'

Mid-East

Trinidad,
L ]

. Mid-East

Venezuela,

Libya.

Venezuelsa,

" '‘Mid-East,

Nigeria

- Venezuela

7 ‘Venezueig,
bMid-East

7



‘Impepial

. Shell .

'fshell

sun Oil
Texaco (rtegent )
Imperial

sgéli L
N

-

nontreal EBast 100,000
fﬁk ”i '
montreal Xast 66,000
9utario |
Cakville 38,000
Clarkson | 61,500
; ) il A i K
Sarnia - 126,800
. Gekville 40,000
sarnia U 6b[060
Sarnia - 33,000

.

+5t.’ Boniface

142

. Labuk LWRNTY-FOUR - Continued

o o &
ianitoba Q// C e
Winnipeg % 22,000

- v d&‘

R

LR

" Port. Gredit . - '40.000 .

26,5000
) . -wan,;Alberta

7

Venezuela

'Venezuela,_

Mid-East

Saskatche-. -
wan,Alberta

Saskatche-

. wan,Alberta,

-
sSaskatche~

'“wan,Albepta'
' lianitoba,

‘Ontario .

- Saskatche-

war, Alberta -

‘Saskatche—.

'waﬁ;ﬂlberta

’ *

Saskatche- -

wan,Alberta .
Fanitoba .

Saskaﬁpﬁg— '
wan,Alberta

k)

,,,,'A,I_\Rw -

Sagkatgche-

wanjAlberta '

Manitoba

r .

Saskatcheé

™



. Husky 0il

‘LSheil

' Gulf

. .:t_.-(

Consumers Coope-. 5
rativeﬁﬂefineries

b

"

Northern retro-
leum .

- Imperial

Gulf

T

Imperial
Inperieal .

-

.- Texaco
T

- Chevron Canads

- Gulf :
.Imperial
--

— e A - —

Kamssck: -

" Reginu

Alberta

Edmonton

Lloydminster .

Calgary

Ldmonton

| 3Bdhden'.'
‘Ldmontbn

gBurnaby A

Port hoody

1

KaMlooﬁs

Ioco -

32,5000

2. 1,200
32,000 °

*80,000 .

7,5000

20,000

39,000

5,000

120,000

18,000
£

32,000

20,500

33,000

.Sagkgtgge—

wan, - Alberta

4

Saskatche-_

Swan' b -

Saskatche- )

wan,Alberta
- .
Alberta
Albertar
Alberta
Alberta
Alberta
Alberta

Alberta,

 British

Columbia
~ Alberta,
British

Columbia

British
Columbia.

Alberta,

.« British

‘o "
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L -
LT
J .

Pacific Petro-

- leums - Taylor 19,100
Shell. =+ Burnaby 20,500
Union ¢il - trince George B,OOD
g . _gogtgwgqﬁ iqu;tgrles 3
Imperial. Norman Wells . 2,800

\

~ Yhere is ulso a synthetlc crude plant at the. Athabasca

T&r Sands. .

f

Source: Whe Financial Post sSurvey of 0ils, 1973,

Columbia

Alberta,
British
Columbia_

' Alberta;

British
Columbia

British
Columbia

Northwest

Territories.

p.:32.
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lﬂﬁhh ITWENLY-FIVE

Natural Gas Proce381ng Plants in banada ,

Fields served

o--—-._—-.-..___—_

‘Beaver Lake
Boundary Lake

. Boundary Lake
Clarke Lake, aspache
Others (see note A)

Alberta o
Acneson e
Ac¢heson Y :

alderson (oufileld)
Legal, destlock -
Bassano
‘Bigoray .
. Bigstone
© Black Butte; aden

_ Bqnnié Glen, tlen rark,
Wizard Leke L
Boundary Luke south
Brazeau River

Srazeau Sou
Burnt Tiuber
Creek, Hunter Walley,
" Calling Laxg

_ Carbon

1

Operator

'Amoco Canada

" Amoco-

Gas Trunk Line of B.C.
Imperial 0il

. Westcoast Transmissions

Pacific Petroleuns

EAR

PanCanzdian Petfbleum
Canadian Natural Gas

,quulds

PanCanadlan

. Cansdian Industrial

Gas and 0il
Pancanadian
AIDOCO '

Amoco

canadian-iiontana Gag
Texaco'txploration
Imperial

~ Hudson's -Bay wil and Gas
. - Tenneco
,ulldhorse':

Shell Canada

Sun 011  R —.

Cansdian W

tern Nétural

Bégun

1972

1971
1961
1964,
1965
1957

1968

1954
1968

1958
1970
1971
196

1961 .

1964
1961

1969

1970
1970 <~

1969
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. TABLE TWENPY-FIVE - continued

.Laroline

taroline, Carrington,-
Haruwattan hast, Swidre,

Carson Creek, Carson
North

carstairs, crossfield

varstains, rliton
Ccossford |
vessford

Cessforg.

Cessford :
Cessford ﬂoxth

cessford lorth -
- ' "-.w_‘..‘-

Chigwell . o

bhlgwell Lasgt

Cochrane (locatlonsﬂ)

Coleman ,
Connorsviile»

Countess (2 piunts)'

Countess'
Crossfield
Crossfield

Last Urossfieldl
Ldson

Ellerslie (locations*)

kmpress (locations*)
Empress (l%cations*)
tnchant. -

‘Eyuity, Ghost Pine
Ferrier o
. rerrier

~Ferrier South
Eerrybank«

"Figure Lake

Gas _
Altana Exploration

inobil (il

Home vil

B.P.0.G. Operatlons
iujerada -

canex Gas"~
Hudson's Bay
T§§‘Hydrodarq§ns
Chevron'standard_
Fracana 0il and Gas
Imperial ' |

- Tees Hydrécarbons'

Alberta Netural Gas
sSaratoga Processing
Kihg Resources
FanCanadian-

~ Sun 0il

Uanadian'Occidentél
“King ﬂesources
Amoco.f

Hudson's Bay"

Lome Petroleum”
bome ‘
Pa01f10 Betroleum
_.Sun Ull o
Lobil uil

 Amerada

Atlantic chhileld
Seafort Fetroleum
Pantanadien -

Petrofina Canada

1958
1967

1962
1960

1965

1960
1958

1958 - .

1960
19§0
1965
1961
1961

1970

1961
1964
1970-2

1960

1961

11966

1968

1965 2

1962
1971
1964

1960

1968
1969
1967

1969

1972

L1971 -
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1ABLE TJLNTY-FIVL = Continued

Ghost Plne Rowley

\brumheller, U11QL_

Gilby. (2 plants})
Gilby: N

Gilby -~ -

Gilby = - L
Gilby, mmedicine Hiver

Gilby North. . . : ., .
.-Gold Creek

Greencourt
Harmgftan—ﬁlkton
Harmaétan4hlkton,
Harmattan Last,
Harmattan South
Hartell '
Homeglen—ﬁimbey,
Westerose, ﬂesterose

. South, Hussar .

Hussar, Countess

\\ﬂﬂussar, rnosebud

Innisfall

- Judy Creek

Judy Creek, bwan Hills,
Virginia Hills .
Jumplng round, Jumping
Pound south, oarcee
haybob . T

Svutit (2 plants)

eséler
Keystone, Bemblna

Laé La Biche

’

Petrofina

Imperial

(aybob south, Fox/treek -

Gulf 0il canada
Canadian Homestead
Hudson's, Bay

* Gulf

Texuco Eiploration‘
Total Petroleum
Atlantic nrichfield
Chevron standard
Atlantic Richfield:

e

.Canadian. Superior

Home (@il
sun il

LR

Tenneco 
PanCanadian
Pancanadian-
Shell
Impepial

shell . 1
Pac;fic:Petroleum

' Chevron Standard

,Hudson's~Bay
Hudson's Bay
Cenadian Industrial .

.ratlon.
‘Sun 0il
imperial-

) Lanadlan Asnland prlo— -

1967
1964
1964-7

1960

1960
1963
1972
1963

1970 .

1966

1965 .
1972

1959
1959

11960

1960
1968

o

\u 'Y LAY
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v PABLE T ubNTY—FIVE = Continued

Lone Fine Ufeek.
narten Hills

Marten Hills sSouth
mikwan Horth

hinnehik, Buck Lake
‘hiorinville, St. hAlbert-
" Big lake, Campbell~
Nemao, westlock, Hevis
Nevis (See noteso
Okotoks

Ulds

Uyen

raddle River

rarflesh
Pembinﬁ,‘Keystone

(2 plants)

(9 plants)

Pembing

Pewbina

-'Pembiné'

Pincher Creek, iocokout

‘Butte

Prevo :

Princess

‘Princess

P}ovosf .

~ Provost '

Provost -

ﬁrovost,'gastor-'

- wuirk Ufeek :

Hainbow Lake

Rdlnbow Lake

dalnler l =y

 redwater
.Rétlaw

Ricinus

ey

- YAmoco

"Hudson's Bay

Amoco

Home (Qil
Ceja Corporation
CanDel 0il

" Chevron Standard

Gulf e

 Texas Gulf

Amerada
Hudson's . Bay

-canada-bltles Serv1ce

fanuanadlan
banada—CJtles Jervice
anCO

Golisd (01l and Gas

Texaco prloratlon

Gulf

Kerr-l.cGee Corporations’
" Chevron Standard

‘Chieftan Lac Gas
- Dbalex retroleums

Doine

vome
Imperial .
Aquitaine

Imperial

PanCanadian
Imperial.
liome ©il -

o‘\l
-

RO
‘-b‘,l

1966,
1969
- 1969
1971
1961

1959
1956
1959

1964
1959
1966
1970

‘1966
19626

1968
. 1958

1957
1860
1959
1959

. 1959

1964
11957
1960
1971
1968
1969
" 1970

~ 1956
i 1964
1972

i
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TABLE TthTY-FIVE"f continued

Savanna Creek ' Saratoge Proce331ng 1962"
Sedilia - Canex Gus : 1960
Sibbald : . Sun 0il- S 1961
Simonette - shell , 1969
South Lone Pine Creek . Canadiun ouperlor /' 1971
btrachan, H1c1nus Lreek Aqultalne 1971
" Strachan S ‘ Gulf ' ‘ . 1971
Strathmore - Encansdian - - 1964
Sturgeon Lake seuth . Hudson! s Bay . .1969

‘ Swalwell.. S Gulf ‘ 1971
Sylven Lake — - ’ ‘Chevron Standard 1964
Sylvan Lake, liesperéd, - | _

_ Lanaway, hedicine . niver Hudson's Bay b 1965
Three Hills creek . imoco . .. . 1960
Turner‘Valley//” ' Western Decalta 1933
Ukalta ;,ff o ‘Eanuanadian_ ' | . 1970
Verger S : : s PanCangdian .72 71965
Virginia Hills q Snell | 1971 -
Vulean, nittle Bow, - o _

‘Long Coulee . ’ vome S I 1968’
varwick R Provident desources

- o Uanagement . - 1970
waskahigun ' 1; . . Amoco S ‘ - 1970
- hdterton, Ldbtle dlver,. L S Ce
Carbondale . ' shell - <" 'i~;*”; . 1972
e Jayne-Rosedale SO P&ﬁCanadiah T L1961
ddyne—gosedaie- : . _“Tenneco .337' ‘ '; . TI1959'
#éyné—ﬂosedale._ : ) Eancénqqign_ 7 1964
wildeat 1ills < . ., Petrofina . . T 1961

" Willesden Green ., Texaco :xploration 195
Wilson cre.k ‘ ‘. ' imerada PR h 1367
Wimborne = . ' mobil 1965

',wlndfall Pine Creek . JAmoco | ﬁ 1959

Jlndfdll Pine Creek . 'Pexas Gulf - S S

R
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TaBLE TWLNBY—FIVL - bontlnued

W1nter1ng Hllls, Hussar,

fields

-1 R

* These plants process pipeline ga9,.
’ o . e &‘.‘r‘l.' . .

ote A -

. . Kobos- Townsend, Halfway, ngnway, Jedney-nubbles,“

-, Note B -

‘Hote ¢ =

Note I -~

3leu Lake _ - Pancenadian ; 1966
vood river | o Canex . 1970 ,
- Worsley Shell E _ 1962
Saskatchewan.

Coleville (oee note ¢) baskatchewan Power Corp.. 1959
-Doliard ' -Marathon- 0il . 1964

kast Centaur, uentaur Saskatchewan Power 1960

milton Saskatchewan Power .1963

Similey , . Smiley Gas Conservation . - 1967

Steelman (See note D) ° Dome 1968
iiest Gull Loke' Clobil 0i1 . 1968
Gntario D
'Beéhér__ Iwmperial ' s - 1965
‘Corunna , ~ Impérial - ~ 1961

sarnia & - ome o 1970 -

Seckeffon Imperial '_. ' 1961

. Boutnwestern Untario -

Union Gas .. = - 3ys0

- ac
.

Begy, Blueoerxy, Buick breek Fort S, John, Gundy,

Laprlse Lreek, siontney, Nig Creek, Red Creek,

Rlbel, onyder Creek, Stoddart. . _ .
iAlso btettler, Fenn, Blg Valley, Erskine,-Hackett;
nlch Yenn ‘Vest, Lllve, alix. . : . '
misU'bmlley, mllton, North Hoosier, sibbald, Huskyf
Grattle, Lewar Lake, Calmano, Loverna, Golden .
Lagle, Hoosier, . - )

AlsowPlnto, Northgate, dlllmar, Alameda, Glen kEwen,

3 ._..‘, e

v



151

/ . |
TABLE TWLiTY-FIVL - Continued

Carnduff, Workman, sherwbon, le?;e, Hastings,
Nottingham, Alida, . /

!
i
- ; -
F .

Source: The Kinancial Post survéy of Oils, 1973.

| PP. 33-4,
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