
I am beginning to think that both the Northern Gateway and
Trans Mountain double pipelines are unnecessary.

Both are intended to make it possible to export
unprocessed tar sands bitumen from Canada’s west coast to
international markets (Asia and California), where crude oil
prices are much higher than they are in the central US.

The price difference for crude oil between international
markets (based on ‘Brent’ prices) and central US markets
(based on ‘West Texas Intermediate’ prices) has for years
been $15 per barrel or more, or say 10-20%. And, because
the diluted bitumen requires ‘upgrading’ before it’s really
equivalent to crude oil, a further reduction is applied in its
WTI price, say another 15%.

So, Alberta tar sands bitumen producers, limited to
central North American markets, net up to 30% less per
barrel than they would like. And they would also like to
obtain the higher price (‘netback’) for all the bitumen they
sell in North America. And they would also like to double or
triple their bitumen production (based on potential tar
sands reserves) as soon as possible, just in case markets
collapse, or someone discovers a cheaper source of oil.

That’s what’s behind the push to ‘diversify Canada’s
energy export markets’. And that’s what’s behind the push
to pipe oil over the Rockies.

There are, in fact, hardly any oil pipelines over (or
through) the Rockies to the west coast. There’s the 60-year-
old Trans Mountain, which runs from Edmonton to
Burnaby. There are a couple of small pipelines close to the
Mexican border, where the mountains aren’t so high. That’s
it. 

Pumping crude oil all the way up-and-over (plus the
congealing cold in winter) takes a lot of pressure and a lot of
energy. That’s why more lines along that route do not exist.

And so the US west coast crude oil market has always had
to import oil at Brent prices. Similarly, for reasons of
distance, the US and Canadian east coast crude oil markets,
and the US Gulf of Mexico coast, all import oil at Brent
prices.

Canada, in fact, imports foreign oil as far inland as Sarnia.

A Canadian National Strategy
To access international markets, tar sands producers
propose pipelines to the west coast, and tankers from there,
as the most obvious, and simplest, solution. This would
make tar sands bitumen available throughout the Pacific
and Asia.

Dilbit spills, however, would be inevitable, on both land
and BC’s rugged and stormy coast. The environmental
damage would be incalculable; dilbit doesn’t clean up.

This strategy would see Canada exporting bitumen from
the west coast, and continuing to import crude oil through
the east coast. The Prime Minister says it is in Canada’s
‘national interest’, and appears ready to force it upon the
provinces. 

An alternative has already been recognized by the
pipeline companies. It would see Alberta bitumen pumped
eastward through existing pipelines, displacing imported
crude. It would necessitate development of additional
upgrading facilities, either in Alberta or in eastern Canada,
to convert the dilbit into synthetic crude for refining in
Canada. The higher price, though, could finance the capital
cost, and support the resultant Canadian employment.

TransCanada Pipelines anticipates converting its
underutilized natural gas pipeline across Canada to
transport oil; Enbridge has started reversing its Montreal-
Sarnia crude oil line. The capital cost saving (compared to
building new pipelines through BC) would be significant,
and the environmental costs and hazards, particularly in BC,
drastically reduced.

The synthetic crude would displace foreign crude oil
currently imported through the east coast. It could be
marketed in eastern Canada at the same Brent price as
imported crude is now. Canada would become self-sufficient
in crude oil supplies, and save the Brent cost of imported
crude.

Neither the Northern Gateway nor the doubling of the
Trans Mountain pipeline would be necessary. No tankers
would need to visit Canada’s west coast. Domestic oil prices
would be stabilized across Canada at international levels,
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which was one of the oil companies’s original objectives.
Alternative Routes To Export Dilbit

In the US, additional pipeline capacity under construction
by Enbridge south of Cushing, Oklahoma could facilitate
access for Canadian tar sands dilbit to the Gulf of Mexico
coast, its refineries, and international destinations. Enbridge
could also reverse the flow of its pipeline which presently
carries imported crude from a deep-sea terminal at
Portland, Maine to Montreal, making it possible to export
dilbit to international destinations through Portland. This
would provide access to further potential markets for

increased tar sands exports.
There is, of course, no Canadian national strategy at the

moment, and the Prime Minister appears most reluctant to
assume the leadership that the situation demands. In fact,
his approach defines the current government clearly as
preferring oil and pipeline company profits over critical
environmental values.

Given the environmental risks of these pipelines and the
resultant west coast tanker routes, this is the economics of
extreme ignorance. 0
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