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CHAPTER I
INTRODUCTION

Statement of the Problem

Gasoline, wax, kerosene, various fuel oils, lubricants,
ete. are all products of the petroleum industry.! The most
important uses of oil are as fuels? and as lubricants3, oil
being the greatest source of the latter. Perhaps the most
colorful--if not the most correct--~definition of petroleum
ig: "Petroleum 1s an outstanding source of fuel, lubricants
and international friction."%

The oil industry in general had its modern beginnings
around the early 1900's; the Canadian oil industry had its
modern beginnings during the latter part of the 1940's. The
Canadian oil industry is only an extension of the oil indus-
try in general.

The most important of the primary indusgtries of Canada
is agriculture; second is the primary mining industries (ex-

tractive operations only), of which the extraction of oil

1Erich W. Zimmermann, World Resources and Industries,
Revised Edition (New York, 1951), p. 498.

21bid., p. 496. 3Ibid., p. 500.

h;k;{. p. 548, citing Joseph S. Davis in his foreword
to Herber %eis, Petroleum and Americen Foreign Poliey.



is a part. In other words, petroleum belongs to the non-
metallic minerals and products industry.5

The problem to be dealt with in this thesis is the growth
of the Canadian oil industry.

For a more detailed statement of what the content of
this thesis will attempt to present, it only seems appro-
priate to quote directly and somewhat extensively from the
introduction made by the 0il and Gas Journal to its special
report on Canadian oil and gas in its August 19, 1957,
issue:

Canada is the land of the future . . . of oil and
gas, unlimited. No other part of the North American
Canéinent offers as much hope for new major oil and
gas reserves as the western Canada sedimentary basin.
In 10 short years, the western provinces of Alberta,
Saskatchewan, Manitoba, and British Columbia have come
to the fore as vital forces in the world's oil traffic.
From a position of defieiency, the dominion has reached
a position of self-sufficiency in this one decade~-a
feat most unusual in the annals of oil.

The discovery of reef oil at Leduc in 1947 was
the explosive beginning of a new era in Canadian his-
tory; 1t is comparable to the changes wrought at
Spindletop in 1901. For in these 10 years, the western
plains have undergone a transformestion. Prosperity
from oil and gas has reached into every phase of
Canadian life. A predominantly agricultural economy
has been catapulted into a new industrial world of oil
and gas exploration, production, refining, pipelining,
and petrochemicals., New towns have sprung from the
very earth, old towns have been completely changed, and
in the cities, gleaming new office buildings, refineries,
and imdustriai plants reflect the new prosperity.

5Cana&a Department of Trade and Commerce, Private and

Public Investment in Canada, 1926-1951 (Ottawa, 1951)
ppn 1"' . ’ ’



But Canada is only on the verge. The next decade
will make the past one seem tame. Before the northern
0il finders lies a vast expanse of untested prospective
0il country--700,000 sq. miles of it. The projected
demand for oil and gas over the next score of years
will stimulate a drilling assualt that will be unpar-
alleled in American oil history. In the next 10 years
alone, Canadians expect to drill 40,000 wells in an
effort to locate 7% billion barrels of new reserves to
add to their present 4 billion. Gas, once a drug on
the market, has suddenly become a new cash crop as
hungry pipelines thrust their way agross the dominion
from east to west and west to east.

Purpose of the Investigation
The purpose of the investigation is to present--chrono-
logically, whenever possible--the growth of the Canadian
o1l industry from the days of earliest disecovery to the
present, with an eye on both historical growth and potential

development.

Importance and Scope of Problem

The Canadian oil industry is important both nationally,
that is, to Canada, and internationally: nationally because
Canada is constantly conscious of the self-sufficiency
problem of mgintaining the domestic demand for domestieally
produced petroleum and petroleum products, while at the same
time maintaining production to supply the current and pro~
Jected domestlec demand; internationally because Canada, in

addition to being one of the world's principal producers

6“Canada: 0il and Gas Unlimited," 01l and Gas Journal,

LV (August 19, 1957), 121.



of petroleum and petroleum products, is looking forward to
the day when--after the problem of self-sufficiency ceases
tc be é threat-~she may become one of the world's principal
exporters of petroleum and petroleum produets, becoming,
perhaps, a rival of the United States.

The scope of the problem ecéers the Canadian oil
industry from its beginnings during the mid-1800's up to
the present time; discoveries, pipelines, major oil-
producing fields, refineries, industry problems and
American influence are a few of the nmore important phases

of the Canadian oil industry that are presented.

Method of Study and Sources Used

The problem was handled by first consulting materisl
found in books, magazine articles, encyclopedia articles,
economic almanacs and public documents, most of which was
derived from the North Texas State College library; however,
a small portion of the material used was obtained from the
National 0il Scouts and Landmen's Assoclation, whieh is
located in Austin, Texas. The material used in the presen-
tation of this study was then selected from these sources.
The material chgsen was then assembled, chronologieally,

for use 1n the presentation of this thesis.

Chapter Content
Chapter II is a study of the Canadisn oil industry up
to 1938, sketching early development and stressing the



development of the fields of Calgary, Fort Norman and Turner
Valley. Chapter III deals with development from 1939 to
1946, discussing the development of the Lloydminster field
and discussing the war-time activity of the Canadian oil
industry, with speecial reference to the Canol Project, a
joint Canadian-American project. Chapter IV is a study of
recent development from 1947 to the present; the Ledue field,
refineries and pipelines, industry problems, American com-

. panies in Canada, and the Athabaska tar sands are some of
the major topiecs ineluded in Chapter IV. Chapter V is a
concluding chapter, high~lighting--in summary-form--the

rore important findings of the entire study.



CHAPTER II
EARLY DEVELOPMENT

Commercial attempts at producing oil were under way
in southwestern Ontario when the oil fields of western
Pennsylvania were on the verge of discovery in the mid-
nineteenth century.? In 1858, in the southwest part of
Ontario, at 0il Springs, Lambton County, the first oil well
on the American continent was dug. That part of Ontario is
still important, production-wise.2

Canada first began commercial oil-shale retorting in
1815 in New Brunswick; the United States, between 1850 and
1860, built, on the eastern seaboard, more than fifty plants
to distill oil from Canadian shale. This, of course, was
before the discovery of oil in the United States in Penn-
sylvania, and this distillation project was abandoned with

the Pennsylvania discovery.3

TLeonard M. Fanning, "Petroleum," Encyclopsedia
Britannica, Vol. XVII (Chicago, 1957)

L 4

26°;M' thg%as and L. c.va. XnawlgséhCaggarativa View
of Dominion Problems Canada, Vol. II of The Lconomic Develop-
ment of the ish Overseas Empire, 3 vols. (London, 1930),
Pe 51"1

3E. 5. Woytinsky and W. S. Woytinsky, World Population
and Production (New York, 1953), p. 893.  —



From 1858, the main centers of oill production moved
westward from Ontario;h from the more populous areas of
eastern Canada to the less populous areas of western Canada,’

In early Canadian petroleum history, oil men spent much
and waited long before getting returns, if any, on their in-
vestments; the prospects were always good, but the returns
were usually frugal.é

From 1914 to 1938, the main body of Canadian petroleum
history is the story of the three fields of Calgary, Fort

Norman and Turner Valley.

Calgary

Présent Canadian oil industry history dates from 191l;
in that year the Dingham well, located on the north bank of
Sheep Creek in Turner Valley, was completed successfully.
Previaus history centers around the Athabaska tar sands in
1788, the Langebin natural gas field in 1885 (forty miles
northwest of Medieine Hat), and the Lineham well at Pincher
Creek in 1902.7

um@w}.eﬁ, OD+ Eﬂ’s II, 5’4‘30

5Ztmmermann, World Resources, p. 518.

6
Leonard M. PFanning, Foreign 0il and the Free World
(New York, 1954), p. 1?5:

7Campbell M. Hunter, "The 0il Fields of Western Canada "
Journal of the Institute af Petroleum, XXIX (March, 1943),

[ ]




Calgary is located in west central Ganada,s some forty
miles south of Calgary.? Only small amounts of oil were
found there.10

Except for Calgary, there was a steady decline in the
production of oil after about 1907. By 1916 it seemed that
the industry would have to be abandoned unless revitalized
by new discoveries. Prospecting and development continued,
however, as all indications of crude oil existing in
commercial amounts seemingly justified systematie oil
programs. The situation was eventually saved by success
in Alberta.’! The success was at Fort Forman, sometimes
referred to as Norman Wells, near the Arctiec Circle in west

central Canada, in 1920, 12

Fort Norman
The first important Fort Norman discovery went to a
depth of 800 feet. The oil company report read:

Well is very encouraging, and while somewhat over~
rated by the press, warrants %he hope that prospecting
of the area will result in suffieient production being
obtained in a few years to warrant the development of
some transpa¥§atien scheme whereby the produetion can
be utilized,

3Fanning, “"Petroleum." 9Hunter, op. cit., p. 75.
10Fanning, "Petroleum.” 1lknowles, op. eit., II, 5u3-4.
1zFamxing, "Petroleum."

13Thomas M. Fraser, "Canada's Big 0il Strike," Scien-
tific American, CXXIV (May 1%, 1921), 385.



The Canadian government was not unaware of the Fort
Norman field, but acted only after news of the first strike
created the possibility of a rush to the district, On
January 2%, 1921, all previous oil and natural-gas ragul&tians
relating to the Borthwest Territories were cancelled, On
February 12, 1921, new regulatiéns went into effect, reserv-
ing for the government three quarters of all discoveries as
crown reserves, The regulations were to the effect that a
person could obtain a permit covering prospectingAef not
more than 2,560 aeres. Two forms of title were provided:
first, to prospect for oil and pas over the designated area
for four years; second, in case of §i$eovefy, a lease cover-
ing éne«quarter of the area at fifty cents an acée for the
first year, and one dollar for the next two years.*k

The Fort Norman wells, which were brought in in 1921,
were little used. They were eventually capped until 1930,
when radium was discovered on the shores of Great Bear
Lake; this brought many aerial prospectors,15

From 1857 to 1924, Canada ranked elevanth among the
eil-produeing countries of the world, produeing 25,561,000

barrels of forty-two gallons each (crude petraleum).16

4prancis Drake, "Immense New 01l Fields Discovered in
fggagetig Region of éanada, Popular Mechanies, XXXVI (July,
1), 49.

15James antagnes, "0il for the Alaska Highway," Seience,
XCVI (October 2, 1942), surplement, 12,

*éIsaac Lippincott, Ressurceg and Industries of
the World (New York, 1932 N p'
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Until 1925, the maximum production of crude o0il in Canada in
any one year amounted to little over 900,000 barrels.17

Turner Valley

In 1924, a field was brought in at Turner Valley,
located in west central Canada,!8

The first drilling took place in the foothills country
around Turner Valley in 1913-191l4; the deeper and more §ro~
ductive zones were not reached until 1924%. The field was
limited, however, and the interest in oil stocks was slight
as compared to mining. Interest in oil stocks never equalled
the interest in mining until the post-World War II dis-
coveries.19

The original drilling in 1913-191hk in Turner Valley
was interrupted by World War I (1914-1918). This is now
considered fortunate, because in those days drilling tech-
nique was not sufficiently advanced to have resulted in very
successful development,20

Turner Valley began to focus publie attention in 192k,
In that year, the Royalite Company brought in its historie
Number 4 well, at a depth of 3740 feet and with a flow of

17Ernest Raymond Iilley, The 0il Industry (New York,
1925), P 23?1

‘aFanning, YPetroleum."

19Grant MacEwan, Between the Red and the Rockies
(Toronto, 1952), p. 231.

20punter, op. cit., p. 75.
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500 barrels of naphtha a day. This well yielded over 900,000
barrels of naphtha, valued at over $3,000,000: a very good
return. Despite many good wells completed, activity slowed
down between 1928 and 1936. In June of 1936, the Turner
Valley Royalties Company brought in the first crude-oil
well at a depth of 6825 feet. Practically all the produc-
tion in Turner Valley prior to 1936 had been "vapourphase
0il"~--~that ig, naphtha derived from "wet gas." Since 1936,
the field has enjoyed continued success, due primarily to
the conservation measures taken to protect it.21

Turner Valley is one of the most remarkable oil fields
in the Western world. Between 1924 and 1936 it produced
8,902,734 barrels of naphtha; by 1943 it had produced
38,815,079 barrels of high-grade crude oil from only 190
wells, the average depth of which exceeded 7500 feet, and
most of which flow under their own gas pressure.22

Most of the Turner Valley oil is refined by the
refineries in or near Calgary; principal refiners are
the Imperial 0il company, the British American 0il Company,
and the McColl-Frontenac 0il Company. These three have
a joint capacity of over 20,000 barrels a day, a conserva-
tive estimate; a less conservative estimate holds that these

three refiners could capacitate over 40,000 barrels a day.23

211pid., pp. 75-82. 221p14.
231pia.
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Wells in Turner have been very costly, between 40,000
and 50,000 pounds. Despite this, the industry flourishes.
This is probably due to the fact that the cost of production
of the oil is very small; all the wells flow. A long life
1s expected from the field: conservation measures protect
it and the decline in production is very gradual.gu

The Turner Valley oil, being of high quality, realizes

a good price, but owing to the distances from the important
eastern Canadian markets, the field is at a disadvantage.25
This has been somewhat overcome recently by the construction
of pipelines to the Great Lakes.

Prom first to last, Turner Valley has enjoyed great
success with the exception of 1925. In that year the yield
was less than 200,000 barrels., During this time develop-
ment became almost impossible because of the limited extent

of sediments in which oil could be found.26

General Development, 1925-1938
Although Canada was the world's third largest importer
of 0il in 1925, natural movement was greatly impaired by
a tariff placed upon certain petroleum products. HNot sub-
ject to duty were oill to be used by mining companies, high
grade gasolline and crude retroleum. All other petroleum

products were subjected to duties of from one-half to

2h1pig, 251pid,
261i11ey, op. cit., p. 237.
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two and one-half cents per gallon or 20 per cent ad valorem.
Therefore, the importation of kerosene and lubricating oils--
which paid the highest duties--was rather insignificant, but
imports of crude oil to be refined in Canada were large.
Fuel oil paid a duty of one-half a cent and was imported in
considerable amounts in spite of the duty. The five refineries
of the Imperial 0il Company refined the bulk of the other
products and more than half of the gasoline used; these
refineries were supplied mainly by imports from the United
States, but also refined oil from Peru and from wells located
in Canada. Consumption, high per capita in all lines, vwas
particularly high in grades of gasoline. Imports from other
sections of the British Empire were given a preference rate,
and as the production within the British Empire was small, com-
paratively, the amount of oil and petreleﬁm products paying
the reduced duty was small,27

In 1927, Canada produced 479,503 barrels of crude oilj
of this, Alberta produced 321,15% barrels, Ontario produced
140,105, and New Brunswick produced 18,244 barrels.28

In 1930, Alberta again produced more oil than the rest
of Canada.29 1In 1930, it was also recognized that the

271p1d., p. 458.

28Knewles ;
op. ¢it., II, 544, citing Canada Year Book
1927-8, . 386, 2B Sber Ih T =

291114,
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competition of the enormous output of the United States was
bound to be a difficult factor for some time, but all in-
dications were that western Canada was capable of becoming
one of the greatest oil producing regions of the wnrld.39

In 1936, the production of petroleum in the Turner
Valley field and other Alberta fields amounted to 1,312,368
barrels; by 19#0, production for this area had increased to
8,362,203 barrels, 31

The 1930 Canadian crude oil output was 1,522,220 barrels
valued at $5,033,820; output in 1931 was 1,544,600 barrels
valued at $%,566,000. The 1931 production was the highest
ever up to that date; this could have been more but was kept
down by conservation pelicies.32 In the first half of 1932,
Canadian production dipped to a reduction of close to fifty
per cent of comparable data for 1931.33 However, this
percentage was lowered when data werein for the entire year,

estimates placing total Canadian output at around 1,077,795

30&‘1" pp. S43-5uk,

31Canada, Department of Trade and Commerce, Canada, 1942
(Ottawa, 1942), p. 66.

32yictor Lauriston, "Canada's 0il Output in 1931 Kept
Eggg)bygﬁanservatien,“ 0il and Gas Journal, XXX (January. 28,
b .

33Victar Lauriston, "Slowing Down in Operations in All
Canadian Fields and Decline in 0il Production," 0il and
Gag Jou y XXXI (July 28, 1932), 74,
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parrels.3% The 1933 estimated production of 1,126,100 |
barrels compared with the 1932 revised figures for production
of 1,044,412 barrels represented an increase of 7.8 per
cent.3% Turner Valley continued to be a major factor in
Canadian crude oil production in 1933.36
In 1938, oil production in Canada shot up to 6,870,000
barrels, a 133 per cent increase over the 1937 total of
2,944,000 barrels. Value of the 1938 output was $11,51%,000
as compared with the value of 1937 production of $5,399,353.37
Predictions for the Canadian oil industry during the
1930?5 were hopeful. Several new refineries were com-
pleted or under construction. The Dominion of Canada was
rapidly nearing a goal of selfnsufrieieﬁey as far as its
domestic requirements and demsnds for petroleum products
were concerned. Its importance in world markets was also

raplidly increasing.38

Myictor Lauriston, "Canada's Crude Production Declined
in 1932 Because of Lack of New Wells in West," Qil and Gas
Journal, XXXI (January 26, 1933), 101.

35Victor Lauriston, "Canadian Production Likely to
Continue Gain Begun in iater ¥onths of the Past Year," 0il
and Gas Journal, XXXII (January 25, 1934), 71.

36victor Lauriston, "New Wells Drilled in West Canada
Could Not Offset the Decline in Crude 0il Production," 011
and Gas Journal, XXXII (July 27, 1933), 8.

37wymat Canadian 0il Boom Signifies,"™ Business Week,
(February 18, 1939), p. 47.

38c, 0. Willson, "Expansion in Canadian Refining
Operations Will Supply Domestic and Foreign Reguirem&nts,“
0il and Gas Journal, XXXI (November 3, 1932), &.



CHAPTER III
DEVELOPMENT FROM 1939-1946

Development in the Canadian oil industry from 1939
to 1946 is mainly concerned with the activity at the
Lloydminster field which began in 1939 and with the war-
time activity of the industry--especially the controversial
Canol Project--which lasted from 1939 to 1946.

The significance of the Canadian oil industry in 1939
was due to the fact that production in the last few years
had been altered from a picture of negligibility to one
of increasing output; discoveries during and immediately
prior to 1939 indicated that the rate of gain would be,
if anything, quickened.!

The Canadian oil industry in 1939 was important both
economically and politically. All British Empire fields
produced little more than two per cent of the world's |
total oil production. Britain imported or bought ninety-
five per cent of her own needs. In the event of a war,
it would be an advantage to Britain to have a supply
within her empire.2 Canada satisfied this need.

Inwhat Canadian 0i1 Boom Signifies,” p. W7.
21bid.

16
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Lloydninster
Lloydminster, like Calgary, Fort Norman and Turner
Valley, is located in the west central part of Canadaj

however, these four fields are widely saparated.3
The field at Lloydminster was first discovered in 193k,

but over ten years of exploration elapsed before a really
good well was brought in, in 1944, 1In that year, twelve
wells at Lloydminster produced 6,300 barrels of oil. 1In
1945, twenty more wells were drilled which caused produc-
tion to rise to 44,800 barrels. In the first ten months
of 1947, 617,638 barrels of oil were produced.

Most of the Lloydminster oil is used in the production
of asphalt. The next largest ghare of finished products
i1s composed of diesel, fuel and furnace oils. Only 7 per
cent of Lloydminster production goes for the production of
gasoline.5

War-time Activity
War-time activity in the Canadian oil industry was
speeded up, primarily through governmental loans to oil-

men to encourage more intensive exploration, drilling and

3Fanning, "Petroleum,"”

77‘*“Canad1an 011 Find," Business Week (December 27, 1947),
p. 77.

>Ibia.
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other petroleum activities. War rationing was begun on
July 16, 1941.6

Table I, below, shows oil fields discovered during the
war years, with dates of their discovery.’

TABLE I

CANADIAN OII FIELDS DISCOVERED
DURING THE WAR YEARS OF

1939-1946
Fields of Discovery Date of Discovery
vermiliﬁnt..ttk“ootnniicovt1939
Llcydmin£ter* - * » L] * E ] - * . L J - - » . - » L 19 9
EasSt Taber . v « o o o ¢ o« o o o o o o o « o « 1942
we$t T&b@r * - - - * . - - - * L d L * * - ] » - 19)4'1*
CONTAA o o o o o o o o o o « o o « o s « o o o 1944
NOTth PrincesSs « o o o o « « o o o o o o o « » 194k
Jumpingpgund ** » * - - * » -~ * - - E] L » £l L » 1 9’*&}
SOULh PPINCESSE « o o o « o o » o o « o s + o « 1946

*Renewed activity in 1943 led to intensive development
in 1944 and thereafter.

**A gag~distillate field.

These fields eontributed greatly--along with the fields
of Calgary, Fort Norman and Turner Valley--to the Allied
war effort, especially the Lloydminster field.

Soon after the outbreak of war, a new refinery was
built at Fort Norman producing diesel engine oil and aviation

gasaliae.a Although Fort Normen was an important war-time

6uyse of Gasoline and 0il Throughout Canada Restricted,”
Foreign Commerce Weekly, IV (August 9, 1941), 34,

7maeEwan, opscit., p. 283,
8Mnntagnes, op. cit.
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supplier, especially to the United States,? one of the greatest
petroleum controversies of the war arose there.

The controversy developed around the Canol Project, a
joint American-Canadian undertaking at Fort Norman. The
United States Army had charge of the project which called
for the development of the Fort Norman pool and pipelining
of the oil to Whitehorse, Yukon, for refining. This was in
1942, The project was to be completed in six months but
official opening was not announced until the spring of
194,10 Imperial 0il, Litd. was to produce the oil at Fort
Norman, the United States Army was to construct the 595-
mile, four-inch, above-ground pipeline to Whitehorse, Yukon,
and the Standard 011l Company of California was to construct
and operate the refinery in Whitehorse,'!

Because of the delay in completion, the project was
brought under fire by the Truman Committee. This committee
brought to light that the project was undertaken too
hastily and with no expert advice except from offieials of
Imperial 0il, who themselves doubted the feagibility of the
plan. The Imperial offiecials thought the 0il could be

94011 Boom Grows," Business Week (July 3, 19%3), p. 57.

Q;Q“Qetreat from Canol," Business Week (March 10, 1945),
p. 24,

3;1“Canol Pipeline Opened," Business Week (May 6, 19u4h4),
p. 30.
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flown out much cheaper and much more economically than if a
pipeline was built,12

After coming under congressional fire, the Army rushed
work on the project. The Army attitude indicated that the
project would be completed despite criticism from Congress
and the Petroleum Administration for War. The Truman
Report left the decigion on the completion of the Canol
Project to the Army's judgment.!3

The Army-Washington battle lasted two years, after
which, in 1945, the Canol Project was abandoned. The
project was located inconveniently near the Arctic Circle,
and, as critics put it, good money was only being sent after
bad, Although the Canol Project was inaugurated to help
the defense of Alaska by providing emergency gasoline and
to contribute to the expulsion of the Japanese in the
Aleutian Islands, it did neither, although an outlay of
over one hundred million dollars was represented by the
praject.1#

Canada, in 1939, produced 7,837,503 barrels of oil,
but topped this record with an estimated total of 8,722,215

5 1;2H§ﬂ§§ig. Ealghé "War Bepartmth befends Canol Projeet
esplte Criticism of High Officials," Qil and Gas Journal
XLII (November 25, 19%3%, 20. v 834 ‘ ’

13Henry,9. Ralph, "Truman Report Leaves Decision on
Completing Canol to Army's Judgwent," 0il and Gas Journal,
XLII (January 13, 1944), 28.

1h“Retreat,fram Canol," p. 24,
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barrels in 1940.15 The record is one of growth after 1940,
In 1941, production jumped to 10,101,149 barrels, and
according to estimates, reached a new high of 10,359,267
barrels of crude petroleum (including natural gasoline) in
1942,16  Although Canada produced over 10,000,000 barrels in
both 1941 and 1942, she produced less than one fifth of the
world's yearly production and only 15 per cent of her own
domestic requirements.17

Turner Valley production dropped in 1944, but this drop
was partially offset by other fields in Alberta and by
Fort Norman wells in the Northwest Territories. Although
the Canol Project at Fort Naréan was a failure in regards
to its intended purpose, the wells at Fort Norman were
helped in their development by the construction of the
pipeline from Fort Norman to Whitehorse, Yukon.18

From 1914 to 1944, Alberta produced over 75,000,000
barrels of oil, valued at about 120,000,000, 19

There was a steady decline in Canadian production

from 1942 to 1945, although in 1945 the decrease was not

15victor Lauriston, "Annual Review: Turner Valley Ex-
tensions Glve Canada Record Production,” 0il and Gas Journal,
XXXIX (January 30, 1941), 158. ~

16victor Lauriston, “Canadian Production at Peak,"
0il and Gas Journal, XLI (January 28, 1943), 169.

17Canada, Department of Trade and Commerce, Canada,
1946 (Ottawa, 1946), unnumbered pages between p. 92 and p. 93.

181bid., p. 93.
191bid., unnumbered pages between p. 92 and p. 93.
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as great as the decrease of the preceding year.ge Fort
Norman production dropped rapidly in 1945 because of the
closing of the Whitehorse refinery and of the pipeline from
Fort Norman to Whitehorse due to the cessation of the war.2!

As of 1946, Canada produced o0il from wells in Alberta
(most of the oil came from Alberta), the Northwest Terri-
tories, Ontario and New Brunswick. Until 1946 Canada's oil
production was closely bound up with the story of Turner
Valley in southern Alberta.22

Canadian crude oil production declined slightly in
1943 to 10,048,199 barrels.?3 Petroleum production varied
for a number of years prior to 1947 between 7,000,000
barrels and 10,000,000 barrels. The principal field was
Turner Valley in Alberta, which produced nearly 90 per cent
of Canada's oil in 1947,24

201p14. 211bid., p. 93.
221pid., unnumbered pages between p. 92 and p. 93.

23victor Lauriston, "Canadian Fields: Drilling Activity
Shifts to Outlying Areas," 0il and Ges Journal, XLII (January
27, 1944), 197,

2“Gharle$ Clay, Stephen Butler Leacock and Griffith
Taylor, "Canada (Mineral Production)," Encyclopaedia
Britannica, Vol. IV (Chicago, 1957).



RECENT DEVELOPMENT, 1947-PRESENT

CHAPTER IV

Sinece 1947, the history of Canadian petroleum develop-

ment has been spectacular; that year gave rise to the

ecurrent Canadian oil boom.

For example, of the 129 oil

wells drilled between January 1, 1947, apd September 30,

1947, only fifteen of them were dry holes.l Canadian
output expanded elevenfold between 1946 and 1953.2 Table II,
below, shows Canadian erude oil production between 1947

and 1953.3
TABLE II
CANADIAN CRUDE OIL PRODUCTION,
1947-1953
Year Barrels Per Day
191*7 * » * - £ ] - - * » * - » E - - L] - - . L] * 20,0@0
19"1‘8 * ® & ® % & e 8 * $ =2 ' e &2 = & 5 = =2 5 & 32,500
191*9 » - . » » * » - * » * - » L ] L - * L4 - L * 5?,600
195@ L L - » - - » - »* » * » » - - - * - * L 3 - 78’“’00
1951 2 8 % & € 5 & & 8 B ¥ * & s s & B e = & @ 130’ 500
’952 « ® 8 8 & ¥ 8 5 & 5 & % & & 2 s s s s = s ?6?,299
1953 » - - L 2 - - L » - » E - L ] - * . - * - - L ] 221 ,600
TuCanadian 0il Find," p. 77.
2nCanadian Output ,100 Per Cent Since 1946," 0il

and Gas Journal, LII

3Fanning, Foreign 0il, p. 325.
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tpecenber 21, 1953), 220.
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As the above table indicates, Canadian oill growth has
been steadily climbing since 1947, with no set-backs in
production. In 1948, Canada possessed 1 per cent of the
world's estimated reserves of petraleum.h All this progress
has been made possible by new discoveries, the outstanding

of which was at Leduc in 1947,

Ledue

The first tangible evidence of Canada's great petroleum
possibilities was given when a discovery well was drilled
at Leéuc,5 about twenty miles southwest of Edmonten,é
Alberta, in 1947, by the Imperial 0il Company, an affiliate
of the Standard Oil Company (New Jersey).’? This discovery
began the western Canada boom,8 where, by the end of 1947,
there were thirty wells, all producing excellent 0il.9

The conditions in the Leduc field resemble those of

the West Texas basin area., This whole sedimentary area

YThe National Indestrial Conference Board, The Economic
~ Almanac 1253»%?5&, edited by Frederick W. Jones (New York,
19547, 38, citing the Bureau of Mines which "calculated
percentages on basis of previously published data. Before
calculating the percentages, the Bureau modified the estimates
according to later data.™ :
SFanning, "Petroleum."
6Clay, Leacock and Taylor, op. cit.

7Fanning, "Petroleum,"

annning, Foreign 0il, p. 176.

9Clay, Leacock and Taylor, op. cit.
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stretches aeross the Prairie Provinces to the Arctie Ocean,
covering about 475,000 square miles. It is all prospective
oil territory.’o

The Leduec extensions of Woodbend, Armena, Pincher Creek
and Redwater were brought in in 1948.11 Leduc and its
Redwater extension are both shallow (6,000 feet deep) but
the potential area is vast.12 Other fields discovered
soon after these include Excelsior, Stettler, Campbell,
and Joseph Lake.!3 In 1950, the fields of Heart's Hill,
in Saskatchewan, and Acheson-Stony Plains, eight miles
west of Edmonton, were discovered. And in 1951, after
over thirty years of unsuccessful exploration, a major
field was discovered in British Columbia along the Alaska
highway. 1%

Alberta produced approximately 20,000 barrels of oil
per day in 19#7;15 in 1949, Alberta produced 55,000 barrels
a day with many of the wells stopped.16

10woytinsky and Woytinsky, op. cit., p. 887.
11MacEwan, op. ¢it., p. 231.
12Woytinsky and Woytinsky, op. cit., p. 887.

13Mark Olson, "1950, Canada's Big Development Year,"
World 0il, CXXXI (December, 1950), 221.

1“&bytinsky‘and Woytinsky, op. eit., p. 887,
15MacEwan, op. cit., p. 283.

16"?resperity for the Prairies,” Eeonomist, CLVII (July 9,
1949), 81.



26

Most estimates consider the reserves of Alberta to be
around 500 million barrels;17 however, in 19k§, the Imperial
0il Company estimated that Alberta contalined crude oil
reserves ct’é&é,OOQ,GOO barrels. Less conservative estimates
put the reserves at one billion barrels.18

Canada became the most active oil-producing region in
the world in 1948, next to the United States and Venezuela
(exclusive of U. S. S. R. for which no data wereavailable).!9
(See Appendix A, Table VI, which shows a comparison of

countries in regards to oil reserves.,)

Refineries and_Pipelinex

Within a few years after Laduﬁ; éevergl additional
fields had been found by United States and Canadian eoﬁpanies.
Intense exploration work was done 1n-Alberta, British |
Columbia, Saskatchewan and Vanitoba. In addition to the
above mentioned fields, the flelds of Big Valley, Flint,
Wizard Lake and Golden Spike were brought in. All these
fields are widely scattered in a vast area which is remote
from the populated centers of Canada and the United States.

.. Pipelines were built to connect these diséeverias with

17}%&@%, op. 5&09 P* 283'

18uprosperity for the Prairies," p. 81.

YYucanada," World 0il, CAXIX (July 15, 1949), 66.
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existing Canadian refineries in the east; new refineries were
built in the Prairie Provinces and on Canada'‘s western coast
and in northwest ﬂhitedetates.se Continued rises in pro-
duction merited a vast program of pipeline and refinery
construction. In 1952, the Interprovineial pipeline was
completed from Edmonton to Superior, Wisconsin. The first
two sections-~-the twenty-inch pipeline from Edmonton to
Regina and the sixteen-inch pipeline from Regina to Gretna--
were completed in 1950; by the spring of 1951 they were in
full operation, with a daily capacity of 95,000 barrels.

This pipeline is over 1,150 miles long.21 Although most of
the oil ultimately arrives at the Imperial 0il Company's

big refinery at Sarnia, Ontario,2? it must be shipped from
Superior to Sarnia across the Great Lakes by lake tankers.23
The only problem is that during the winter months when the
Great Lakes are frozen over, the flow of oil by lake tanker
1s interrupted.2% However, the terminus of the line in
Superior can hold, or rather store, 1.8 million barrels, as

much as the entire line helds.25

agﬁbytinsky and Woytinsky, op. e¢it., p. 912.
2101ay, Leacock and Taylor, op. cit.
22Fann1ng, ¥Petroleum.®

EBClay, Leacoek and Taylor, op. ecit.
24Fapning, "Petroleum.®

25Woytinsky and Woytinsky, op. eit., p. 902.
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The need for the expansion of the Interprovineial
pipeline was made evident soon after its completion. Pumping
stations were added and some one hundred miles of the central

section were ;eopeé‘aé In 1953, it was announced that the
Interprovinecial pipeline would be extended from Superior
to Sarnia at a cost of $75,000,000.27

Other pipelines were built to transport petroleum from

growing Canadian refineries to eastern Canadian'markets,za
The second most important pipeline in Canada is the

Trans-Mountain pipeline, which extends westward from
Edmonton to the border and on to Puget Sound.29
Of course, refinery runs greatly increased between 1939

and 1952, Table III shows this increase,30

TABLE III

ESTIMATED CANADIAN REFINERY RUNS, 1939-1952,
(IN THOUSANDS OF BARRELS)

Cenada: 1939 {1946 [1947 [1948 |1949 [1950 [1951 |1952

Total 123 | 195 214 | 239 265] 299 349 379
American Companies | ... | 138| 150} 172} 191| 210 236 | 2k1

261bid., p. 912. 27ranning, "Petroleum.®

28yoytinsky and Woytinsky, op. eit., p. 912.

293, H. LaBorde, "Canadian Oil Development and Its Im-
portance to Amerieca,” The Commereial and Financial Chroniele,
CLXXXIII (May 10, 1956), 2241. ‘ '

3Cranning, Foreign 0il, p. 201.
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The 1946 figure of 195,000 barrels as compared with the
1952 figure of 379,000 barrels (refinery runs) clearly shows
the growth of refining.

In 1993, there were thirty-nine refineries in Canada,
most of which were located in the western provinces. Ag of
- that date, total Canadian crude capacity amounted to 475,000
barrels dally, Canada rarking second to the United States
~&s to the number of refineries. The United Stetes had 352
refineries.3' All evidence indicates that these companies
do most of the refining in Canada: the Imperial 0il Company,
the British Ameriean 0il Company, the MecColl-Frontenac 0il
Company and Excelsior and Busky 0il and Refining, Limited.32
Canada still imports much crude oil for refining. (See
Appendix A, Table VII, which shows Canadian imports of

petroleum for refining.)

Industry Problems
Climate and geography in Canada present transportation
problems to the Canadian oil industry, principally in the
form of rugged terrain and freezing winter weather. Pipe-
line construction is halte@ during the most severe winter
months, and, as stated before, shipment of erude oil by

lake tankers on the (Gresat lLakes also comes to a standstill.

311pid., p. 209.

; 32npefinery Surge," 0il and Gas Journal, L (May 5, 1952),
161.
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Another problem is that of how fast the Prairie Provinces
should be developed. Local markets, such as Alberta, Bas-
katchewan and Manitoba do not consume much o0il and are there~-
fore limited.33

In 1940, the practice of price discrimination--often
eharged against the oil industry--~was said to be in evidence
within the Canadian petroleum industry. Although there were
severel producers within the industry, price policies were
set by the Imperial Cil Company. Thls company discriminated
between gasoline and fuel oil buyers, between wholesalers
and retailers, between different regions and even between
different localities within the same region. British
Columbia is a good example: Competition from other areas
in Canada was barred because of long freight hauls to the
coast; United States competition was somewhat barred by a
tariff, but more specifically because of arrangements be-
tween the Imperial 0il Company and its United States
affiliate. As of 1940, the Union 0il Company had not
operated its refinery since 1926 because of an arrangement
with Imperial 0il to buy gasoline and fuel o0il at consider-~
ably low priees.3“

5 33Wa1t§r H. Voskull, Minerals in World History (New York,
1955), p. 163.

3N ,
Lloyd G. Reynolds, The ggntrol of Competition in
Canada (Cambridge, 19#0): pp. 6=7T,
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The impaet of the petroleum industry on eoal, iron and
steel industrialism presents another problem. After activity
in the oil industry became intense, prairie people began to
think of a possible industrial develapment.BS 0il was a
major tool in the industrialization of Canada.

0il, along with other non-ferrous metals, has acutely
bombarded the coal and steel industrial structure in Canadaj
this was accomplished with the help of transcontinental
railroads which opened up vast areas for exploration. A
conflict has developed between the provinces, with their
emphasis on the new industrialism of oil, minerals and hydro-
electric power, and the federation with its political and
economic emphasis on the old industrialism of coal and iron,
protectionism and rigid debts.36

Harold A. Innis, in his Essays in Canadian Fconomie
History, says:

The results have been evident in the financial and
labour problems of the iron and steel, coal mining, and
railroad industries, of federal debts, and of inter-
provinelal and international constitutional stalemates.
The disequilibrium which marked the extensive inter-
vention of the federal governrent in the construction
of transcontinental railways to overcome the handicaps
involved in the absence of an iron and steel industry
enormously stimulated the production of minerals and
hydro-electric power and the use of oil. It strengthened

the position of provineces with mineral resources in a
progressively industrial civilization and weakened the

35MacEwan, op. eit., p. 231.

36§areld A, Innis, in Canadian Economic History



32

position of provinces in which wheat production has been
stimulated. The dead hand of an cld industrial system
is particularly menaeing to new industrialism. In . . .
Canada . . . fas in/ . . . the United States, labour and
caplital have organized defences against new competitors.
Although oil has reinforced the coal and iron indus-
trialism at some points in Canada, it has subjected it to
obsolescence at others, espeecially in encroaching upon the
position of coal in transportation in the densely populated
regiens.33
Many of the Canadlan petroleum industry problems pre-
sent themselves to other countries as problems, not just to
Canada. For instance, one current problem facing the United
States petroleum industry is this: Joined by United States
coal interests, swmall producers and many companies not en-
gaged in foreign operations express fears that middle-east
0il imports, combined with South Ameriean imports and Canadian
pipelining of crude oil into the United States whiech began
in 1953, threaten the domestic industry. Control on imports
by a quota system or by the imposition of a tariff are pro-
posals for alleviating these fears.3? |
0il men in Canada face a variety of import and exchange
regulations. One of the more important of these regulations
is the Dominion's Austerity Act of October, 1947. This aet

was effected for two reasons: (1) to curb the depletion of

Canada's short supply of American dollars; and, (2) because

371b14. 381pid., p. 317.

39?anning y "Petroleum,"
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of an unfavorable balance of trade which existed between
Canada and the United States. Under this act, imports are
limited to those goods not readily obtained or produced in
Canada; these even are restricted by tariffs and quotas.
Only certain necessary items are tariff- and quota-frae.ko
The Dominion's Tariff Item 848 permits the entry of
some equipment without duty or sales tax. Nonconsumable
goods and required but unavailable main equipment are the
only things--in practice--to which exemptions from duty
apply. This tariff item lists as duty free
e o« » all machinery and apparatus and parts thereof
(ineluding motive power and rope) and drilling mud for
use in exploratory, or discovery work in conneetion with,
and development, depletion and produection of petroleum
or natural gas wells; seamless, lap-welded and electrie
welded iron or steel casing, tubing and drill yige for
use in conneetion with natural gas or oil wells.*!
Despite Dominion regulations, more than ninety per cent
of equipment and materials needed in the drilling and pro-
duction of oil and gas are permitted to enter duty-free.
Foreign exchange is readily available for payment of goods
admitted through customs. 011l operators are little bothered
by regulations, as all red-tape and technicalities may be

referred by the oil men to their Canadian bankers. 2

hoﬁeil Williams, "Operators in Canada Face Variety of
Import and Exehange Regulations,™ 0il and Gas Journal, XLVII
(December 2, 19#8%, W,

¥11p1d.

hg“ﬁanadian Exchange Regulations Favorable to 0il In-
dustry,” World 0il, CXXIX (December, 1949), 312.
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Most o1l operators in Canada belong to the Canadian
Petroleum Assoclation, the largest oil association in Canada.
Ninety-seven per cent of Canadian demand for crude cll and
petroleum products is produced or refined by members of this

asaaaiatien.h3

American Companies in Canada

The Canadian government, since the beginning of the
eurrent oil-boom in Canada, has encouraged partieipation
by American companies, primarily because of the need of out-
side capital to carry development to desired goals. The
progress made by the Canadian oil industry in recent years
eould come only as the result of feverish activity and vast
expenditures. The Canadien government enacted laws and i
formulated regulations which attracted both domestic and
foreign investment, thus promising a favorable politieal
and economiec elimate. Nearly every large American company

joined in the rush for oil, leasing great tracts of land,

operating jointly (in some cases) and drilling wildecat wells.hh
Of the five hundred identifiable companies operating

in Canada, approximately two-thirds of them are wholly or

4
3R~ W. Diamond, Jr., "These Groups Direct Petroleum
Activity in Western Canada," 0il and Gas Journal, LIV

(August 15, 1955), 167.

) thnnning, Foreign 011, pp. 183-184,
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partly American owned.'S Every important American company
is engaged in an intensive search for Canadian 011,46

Some of the American oil companies that have joined in
the Canadian oil "rush" include the Conorada group (Amerada,
Continental and Ohio 0il), the J. Paul Getty interests,
Phillips Petroleum, Sinclair and Union 0il of California.4?
Others are Texaco, Gulf 0il, Cities Service, Standard of
California and Socony-Vacuum.*8 Imperial 0il, a Canadian
company and one of the largest operating in Canada, 1s
70 per cent owned by Standard 01l of New Jersey.%9 American
share in Canadian production of crude petroleum was estimated

at 29 per cent in 1947.50

The Athabaska Tar Sands
It has been estimated that the Athabaska tar sands,
located between the Hudson Bay and the Peace River district,
may contain reserves that could possibly be several times
the total proven oil reserves of the world. Development

of these sands 1s slow, since compared with producing

451bid., pp. 241-242,

4Y6woytinsky and Woytinsky, op. eit., p. 887.
47Fanning, Foreign 0il, p. 241.  481pid., p. 177.
“9;Q;Q;iep. 176. See Appendix A, Table VIII, for a

detailed table showing American companies, their Canadian
affiliates or holdings and the acreage that they control.

50Leonard M. Fanning, Americsn 0il Operations Abroad
(New York, 1947), p. 76. ’
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petroleum from buried oil, the prcéess is economiecally
prohibitive.5‘ The oil is in the form of a film of bitumen
around each grain of sand, and although both the Dominion
and the provinelal governments have tried‘ta separate the
oil from the sand, no separation process that is anywhere
near economic has been found. 2 These tar sands sre but
one of the challenges with which science taunts its ad-
herents.’3 These vast deposits of tar sands eomprise one
of the best potential sources of oil in Canade. The
Dominion Bureau of Mines estimates that these sands hold
over 100 billion barrels of oil. The United States Bureau
of Mines places its estimate at 250 billion barrels. More
modest estimates indicate that perhaps 27.5 billion barrels
of 0il eould be recovered from all tar sands in the Western
Hem;sphere.5h

From time immemorial, Indians have used the pitech from
the Athabaska tar sands to caulk their canoes. The first
white men in the area in 1778 found oil even bubbling to the
surface, and were amazed to see the sanés stretehing for
‘miles. In 1941, a limited but yet uneconomical success was

evidenced In an attempt to extract lubricating oil and

5 Fanning, Foreign 0il, pp. 182-183.
‘52”Prasperity for the Prairies,” pp. 81-82.

531bid.
5hWeytinsky and Woytinsky, op. eit., pp. 891-892.
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gasoline from the sands. The sands do produce asphalt of a
high quality, which has been used extensively for paving.
The process used by the plant which extraets lubricating oil
and gasoline from the sands took eleven years to be developed
by American engineers. It is thought that perhaps synthetie
rubber may be obtained, along with diesel fuels and coke,
from these bituminous sands.5?

The areal extent of these sands 1s estimated at over
10,000 square miles, but at the present time, only about
twenty square wiles are workable. This twenty square-mile
area is expected to yield 500,000,000 barrels of oil. The
world's need for oll could well be supplied by this one.

area for twenty or thirty years.55

It has been guggested that the Athabaska tar-sands
nay be regarded as an intermediary ancestor of crude
petroleum, and that, had heat and pressure conditions
been present, the tar would have been converted into
what we now term crude petroleum. In other words, the
tar represents a transitional 1link between the raw
material and crude oil.

General Activity
Most of the important Canadian discoveries are due to

seismographic exploration; surface geology never accounted

55Hontagnas, op. ¢it.
Séﬁnntar, op. cit., pp. 82-83.

57 1b1d.
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for the discovery of any large reserves of crude oil in
Canada, 58

In the seven years preceding 1953: (1) oil production
soared from 21,000 barrels per day to 250,000 barrels per
day; (2) pipeline mileage was increased from 400 miles to
4,000 miles; (3) natural gas reserves increased one and
one-half trillion cubic feet per year; (4) twenty-four
operating oil companies became 250; (5) oil investments
grew from one million dollars a month to one million dollars
a day; (6) refining capacity was tripled; and, (7) crude
reserves increased 4,000 per cent. And in 1953, oil sur-
passed gold as Canada's leading mineral in product value.
Canada was 7.8 per cent self-sufficient in petroleum in
1947; nearly 50 per cent by the early 1950's.’9

Because of great reserves, Canada's petroleum activity
shoul@ be measured in terms of area under exploration, rigs
running, wells drilled and geophysical crews in the field.
Because of inadequate outlets for its oil, the Dominion's
production is no indicator of its ability to produce.
Canada operates today at one-half her maximum oil ability;
production is supplying 60 per cent of demand, yet demand
is increasing 300 per cent .60

58Fanning, Foreign 0il, p. 181.

59Frank J. Gardner, "Canadian Oil Grows Up," 0il and Gas
Journal, LIII (July 5, 195%), 88.

60raBorde, op. cit., p. 2241.
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The government policy of reserving leased lands which
it later sells at auction, permits many to enter fields
discovered by others; participations and farmouts are
frequent.®1

Since 19#7, Western Canadian requirements have amounted
to over two billion dollars in investment, by more than
250 companies.62

Canada was in its eighth year of the world's biggest
current oil boom in 1954 and was still progressing.®3 By
that year, Canada's dependence upon foreign oil had been
reduced to 50 per cent of requirements; in 1942, dependency
had been 92,2 per cent., 6%

After 1949, self-sufficiency was rapidly becoming
realizable. Improved transportation and refinery facilities,
not to mention improvements in drilling technique, was
bringing export of gas and oil closer to actuality. Before
1949, the industry was complete within itself, that is,
refining, transportation and distribution were more closely

balanced with preduction.65

61ncanada's Expansion Has Been Spectacular,” 0il and Gas
Journal, LIII (December 21, 1953), 312.

62Charles M. Short, "Canada and Petroleum," Banking,
XLVIII (December, 1955), 45. See Appendix B for a more
detailed account of investment in the Canadian mining in-
dustry, of which petroleum is a part.

63Fanning, Foreign 0il, p. 176. 5u;bid.,,p. 186.

65"Canada Approaches Petroleum Independence," World 011,
CXXIX (December, 1949), 285,
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Cenada does export some oil, as shown by the table below
which shows Canadian exports to the United States,66

TABLE IV

EXPORT OF CANADIAN CRUDE OIL TO UNITED STATES
(DAILY AVERAGE, BARRELS)

e et e e e

Importing States 1956 First 4 Months, 1957
California 15,050 33,380
Washington 52,970 77,860
Montana 360 210
North Dakota 2,690 « e e s
Minnesota~-Wisconsin 42,080 574930
Michigan 4,870 54210
Miscellaneous 90 30

Total 118,110 179,620

This table indicates that 1957 was another growth year
for Canada, not only export-wise, but also production-wise,
since Canada's position is to first meet domestiec require-

ments.57

6george Weber, "Canadian Refining Has Growing Pains,"
011 and Gas Journal, LV (August 19, 1957), 137.

67393 Appendix A, Figure 1, for a map showing ecrude
movements into and from Canada. See also Appendix A
Table IX, which shows crude movements to Canadian refineries.



CHAPTER V
CORCLUSION

The story of Canadian oil has been centered almost
entirely around the history of western Canadian (Alberta)
flelds. All but a small percentage of the proven crude
reserves in Canada are found in Alberta.! Primarily because
of the important post~World War II discoveries, Canada has
emerged today as a major potential oil souree.2 Canada
has become one of the world's prinecipal producers of crude
petroleum, espeeially in the Western Hemisphere; its ter-
ritory promizes of new discoveries as the search for oil
continues. Canada's output of oil continues to grow by
leaps and bounds,3

Canadien development, especially recently, has been
reminiscent of the California gold-rush days. Extraor~
dinary activity has resulted in Canada, especially in
Western Canada, and more speeifically, in Alberta.* For
example, Tgble V, below shows how the fields of Leduec-Woodbend

'Gilbert M. Wilson, "1951 in Canada," World Oil,
CXXXIII (December, 1951}, 249, I

EFanning, "Petroleum."

3Wwoytinsky and Woytinsky, op. eit., p. 899.
%1bid., p. 902.

L1
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and Redwater, located in Alberta, have grown since their

discovery in 1947 and 1948, respectively.’

TABLE V

GROWTH OF LEDUC-WOODBEND
AND REDWATER FIELDS

Smmm—————— eSS = =
1948 1949 1950

Number of Producing Wells:

Leduc-Woodbend 151 351 519

Redwater 1 278 733
Output, in Millions of

Barrels:
Ledue~Woodbend - L, 7 Z.? 10.6
Redwater 0.0k .8 10.7

This ocutput could have been much more but was limited
by inadequate transportation and storage facilities. Both
of these fields operate on a proration basis, and allowable

quotas have been cut many times.6

Summary
Efforts were being made to produce commercial oil in
Canada long before Drake drilled the well in Pennsylvania
which touched off the United States industry. Activity was
intensified after both World War I and World War II, but

S1bid., citing World 01l (July 15, 1951), p. 150.
61pid.
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resulted in no major discoveries. In the three decades before
19&7, over 125 million dollars were spent in oil activity in
Canada. In 1947, the Leduc field was discovered which set
off the current Canadian oil boom. Since that date over 600
million dollars have been invested in Canadian oil, with an
additional 200 million dollars being invested in pipeline
transportation. The end of investments is nowhere in sight.7

The Canadian oil industry is now approaching a second
period of activity, that is, one of ealm organized planning
and development. Canada first experienced periods of boom
and bust and bonanza, but that initial period of wild
enthusiasm is giving way to a more mature approach to prcb-
lems such as competition and constructive planning. The

pericd of growing pains and speculative storms is over,S

Outlook
The outlook is for new capital and a strengthened
economy, along with an increase in employment and rich
provinelal treasuries. Exploration, development and markets
loom large in Canada. It is hoped that, through free enter-
prise and competition, Canada will eventually rival the
0il industry of the United States; however, the immediate

problem is one of self-sufficiency. Growth continues in

7Panning, Foreign 0il, pp. 22-23.

8Gardner, op. ¢it., p. 88.
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refineries, pipelines and markets.9 Future growth will depend
more and more upon the oil fields in western Canada, espe-
cially in Alberta, and upon the tar sands of Athabaska.10

Canada is second only to the United States in per capita
consumption of petroleum and petroleum products. Total
Canadian demand for petroleum and by-products 1s growing far
more rapidly than production.l! At the rate Canada's pro-
duction is climbing, along with demand, will it ever reach
a point where it threatens the balance of the Canadian
economy?12 It has been recommended that the lack of petro-
leum products in eastern Canada be filled by the western
surplus, but this is difficult because of the physical
conditions of transportation.l13

Will Canada become self-sustaining, on balance, very
soon? This depends upon whether or not Canadian oil will
be permitted to enter the mid-western markets of the United
States in larger quantities than in the past. In exchange,
Canada must take in United States oll and other foreign oil
on the east coast, and on the west coast (British Columbia)
at less cost than Canadian oil. %

91pid., p. 89. 10gunter, op. ¢it., p. 83.
11%Canada Approaches Petroleum Independence," p. 285,
12%Canada,” World 011, CXXIX (July 15, 1949), 66.
13ncanada Approaches Petroleum Independence," p. 286
1pid., 285.
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Canadians would like to see the United States and Canada
pooling their oil resources, whereby the eastern portion of
Canada would receive most of its oil from the United States
and the Middle East; the Pacific Northwest would use western
Canadian o011.15

However, Canadian crude cannot be asgsured of more than
a limited market in the United States due to opposition
that would certainly arise from American producers. The
inflow of Canadian oil would have effects on proration
rates and price structures in the United States.16

Whether or not Canada will eventually supply the United
States with petroleum depends on Canadian polieles of oil
production and development; also upon the United States
import need and the foreign sources from which United States
needs are to be obtained.17

One of the most important roles that the Canadian oil
industry is playing todsy has been stated by Leonard M.
Fanning, in his Foreign 0il and the Free World.

The importance of Canada's arrival--if you will--
lies not merely in its great oil potentiality. Its
strategic location is tremendously vital. A great new,

and in all probability enormous, source of oil has
been found in the North American continent. Over and

15vBringing Prairie 0il to Varket," Business Week
(October 11, 1952), p. 94,

‘6“Canada Approaches Petroleum Independence,” p. 285,

17Voskuil, op. cit., pp. 163-16k.
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above economic pressures, the conditions of the Free

World gefence conceivably might speed Canada's develop-

ment.,1

National defense certainly plays an important role in
the Canadian oil policy formulation. A security threat to
the United States or to Canada would apply with equal force
to the other., Should overseas supplies of oll be placed in
jeopardy, the oil resources of Canada and the United States

might have to be pooled.9

18Fanaing, Foreign 0il, p. 188.
19Voskuil, op. cit., p. 164.



APPERDIX A

TABLE VI
WORLD PETROLEUM RESERVES IN PRINCIPAL AREAS™
Country Reserves
(In Billions
of Barrels)
canada L 2 * L ] - - - . * - . » » - * » » - * - L d - L 1 E 2"

Middle East

Saudi Arabia L £ d - - -~ - . - L * - » » - - * - » ?G.t"

Kmit . - » L 3 - - » E » L 3 - - » - » » » » - L] - 1 5.0 ’

Iraq - -» » E ] » » E d - L 3 - . » - - * L 3 - - * - - - 8.?

Irm . . - - » - > - E 3 - » - - > . » - L3 ¥ » - - 13'6
South America

Venezuela . . . e s s o o . o » « 9.5

* LJ * » - *
eglm‘bia - Ld - - - * - [ 3 > L] L] . L3 - » L - * » . 0 > t"

United States
Tems - - » . > - E » - » L 4 * » - - L d > * » - * 13 6
c&lifemia - L ] L 3 L ] - . » - * t ] [ 2 - -* * L ] . . » - 3.7
Louisiana and Ok1lahoma « « « « » « o o o » 2« o o 3,6

U‘S.S-ﬁ- 5 e 5 32 8 % & & ® W & 5 s 2 & . » P s @ 5-5

Gearge L. Merton, "The Stake of American Companies in

C&nadian 011 " Th Ma azine ﬁz,wall 8treet and Business
Analyst February 9, 1952),
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TABLE VII
CANADIAN IMPORTS OF PETROLEUM CRUDE

FOR REFINING*

762
5%
968
707
017
732

3
L
¥
y
¥
¥
y

020
75
1
1
781
757
033

000 Gallons
58

1y
29
24
2,
2,
2

2,
3,

wdian Almanae

» L4 » L d - - - - L R d L d - L] » L L4 L - * » -
- . - * - - * - - - L 3 . L d - Ld » * - » » -
» * - L] » . L d - » L] L * » - . » - - - - *
L3 Ld - » * . » - L3 » - - » - L4 » L4 - L] - L d
- » - - . . - * - » - L - - * - - » - Ld .
- - » - - » * * - » - - - - - * Ld - L4 - *
» » L4 * * - b4 * - . - » * . L Ld - - » L d -
Ld * - - - L] » - . - » * * . - » * - - » .
L » » L d - . » L - * » - L4 » - - - . - - .
. - . . » - L] L 3 - - - Ll - L] - » L4 » . » >
- * - & » - » L4 » . - L] * » » . - L4 £ d » - £
- - - - - - - - - L d - - » . - - » » L - *
- - - - L d L d - » . » » » . * - L] - - * » L

*The Dominion Bureau of Statisties
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Fig. 1--Crude movements in Canadal

Imports are shown on the map by broken lines. Exports,
along with crude for internal consumption, are shown by solid
lines. Figures located above the lines represent barrels per
day in 1956. Figures below the lines represent estimated
barrels per day for 1957,2 The current crude capacity for
Cenada is 700,000 barrels, but by 1961, this is expected to
rise to over one million barrels. The prediction for Canada
is increasing demand for petroleum and petroleum products

for the next twenty to twenty-five years.3

Yucanadian Refining Has Growing Pains,™ p. 137.

21pid.
31bid., p. 135.
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APPENDIX B

Following is a direct and somewhat extensive account of
investment in Canada in the mining industry, of which petro-
Jeum is a part, for the early 1950's.

As of mid-1950 /the mining industry/ provided em-
ployment for over 70,000 persons /in Canada/, or about
one and one~-half per cent of the number of civili&ns
employed in Canada. The gross value of mineral pro-
duction in 1950 is estimated at over one billion
dollars, or about 23 per cent of the total output of
primary industries. The industry contributed about
3.4 per cent of total national income in the same year.

Imports of primary products in this field were
gquite important, particularly coal and crude oil. 1In
1950 imports amounted to million and were respon-
gible for about 33 per cent of the total domestic
supply of minerals, oil and quarry products. On the
whole, imports of the minerals have been rising in
recent years. For example, even though increasing
quantities of crude oil are produced in Alberta and
shipped to other parts of the country, the Canadian
refining industry continues to be based to an important
extent on imported petroleum.

Exports of minerals in raw form were less impor-
tant than imports, the former amounting to %157 million
or 15 per cent of the total value of mineral production.

ize and Growth of Industry. In 1950 there were
more %ﬁiﬁ Tyl plants turning out non-metallic minerals,
petroleum and coal products. The industry produced a
total of close to $900 million worth of commodities in
that year and employed some 45,000 people. It contrib-
uted 5 per cent to the net value of all manufacturing
production in the same year. About one-half of the
firms in the field were incorporated companies doing
98 per cent of the industry's business. Canadian

1Canada,'ﬁepartmant of Trade and Commerce, Private and
Public Investment in Canada, 1926-1951, p. 32.
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producers met over three-quarters of domestic require-
ments, the remainder being imported chiefly from the
United States. Exports have been running at less than
8 per cent of production. . . .

The industry has grown substantially in the last
decade. Some of this growth has been associated with
the Alberta o0il and natural gas development which has
come very much to the fore in the post-war period. In
terns of employment and putput the industry has grown
about as much as the average manufacturing industry,
but in terms of expenditures in plant and equipment
it has spent a considerably larger amount than most
other industries. . . . Further, about 50 new medium-
sized and large companies have come into existence
since the beginning of 1946 and these have provided
jobs for close to 2,000 people.

;gveatmegt b indust . FNew firms coming into
operation, modern zation and replacement of existing
plant and equipment that had been allowed to run
down during the war period, and further expansion and
diversification, particularly in the building material
supplying 1ndus%r1aa, have beern important factors in
the post war period. In more recent years construction
of new oil refining capacity has become an increasingly
important factor. New investment averaged %47 million
per year. If to this is added the annual average
maintenance and repair outlay of about $26 million, the
industry spent a total of $73 million yearly in the
post-war period on the expansion and maintenance of its
plant and equipment . . . petroleum and coal products
industries were the more important element in investment
of this industrial group. ‘

The large post-war investment outlays in the in-
dustry, exelusive of the petroleum and coal sector,
reflae% the heavy demands made by the post-war con-
struction program. In Quebec, Ontario and Alberta
annual expenditures of over a million dollars per
project were made to expand capacity of cement making
plants. Sums of one million dollars were spent in im-
proving brick yards, asbestos production facilities
and optical and abrasive plants. Even larger capital
outlays have been made in the perlod to expand the
capacity of existing o0il refineries and to build new
ones., Annual expenditures of up to $10 million or
more have been made on individual establishments in
Quabe;, Ogta§ig and Albertai tment in thi dust

rend of Investment. Investment in s industry
appears to follow cTnse%y the patterns of investment
by all manufacturing industries. All five turning
points of the two investment series coincide. A large
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proportion of non-metallic minerals and petroleum and
coal products 1s sold to other businesses or to govern-
ments and individuals for capital projects. Thus the
demand for products of the industry is closely tied
in with fluctuations of total private and public in-
vestment in Canada. ‘ ‘ ’

Amplitudes of Investment Fluctuations. Except
for the latter part of the thirties, investment by
the industry has fluctuated more substantially than
investment of manufacturing as a whole. . . . ‘

It is noteworthy that investment in the industry
rose substantially in the post-war period, although
neither profits in the industry nor prices of the
commodities it turned out rose as significantly as
the corresponding items in most other groups of man-
ufacturing.2

zghiga ] pp- 67"‘680
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