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LS: During this talk, I'd like to talk about the events of 1949, and some of
the legislation of that period. In 1949, I'd like to start by discussing
the position of labour in the Province, and the position of farmers, and
more specifically, the Government's attitude toward them. If one reads

some of the publications of the time, various people of the Social Credit
Party are quoted as saying that really the unrest from labour and farmers

(who wanted perhaps a 5% royalty instead of a 1% royalty on surface rights)
were really Communist-inspired. I'd like your comments first of all on the

position of labour and farmers at that time, and particularly the

Government attitude toward them.

ECM: In the labour area, during that period in Alberta we were moving toward a

more industrialized economy. As a result, labour union organization work

became more dominant than it had been in the earlier years. Back in the

Thirties there was very little activity along that line because we simply
didn't have enough industry in Alberta to make it viable for unions to gain
any particular strength. There just wasn't the base.

As we started moving a bit more toward a diversified economy, there was

quite a strong effort on the part of labour to organize more unions in

industries. They of course were urging and pressing the Government for

legislation and for better labour conditions, and all the other natural

interests of organized labour. There was some agitation among them. I

think the idea of it being Communist-inspired was certainly over-played in
the media.

I suppose in most countries and at most times, among labour union movements

there have been militant people, some of them with Communist sympathies,
who have sought to stir up unrest and capitalize on that unrest either to

gain their immediate ends as a labour union, or even in some cases

undoubtedly to advance the overall Communist philosophy of fomenting
discontent as one way of undermining the so-called capitalist system. I
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don't doubt some of that went on, but with the small factor that labour

was, particularly organized labour, in the economy of this Province in
those days, it's not something to which any significance or weight could be

attached.

In the matter of the farm population, and your reference to the unrest

among farmers particularly with respect to oil wells and access roads on

their property, this of course is always a very disturbing thing to

farmers. No farmer wants to have his land torn up by oil rigs and trucks

tearing over his land, tearing down his fences, and all the other

inconveniences that go along with it.

This was the reason that from the early time of oil development in this
Province we had provision for adequate compensation, what we call "right
of entry" legislation. You couldn't prevent the owner of mineral rights
going onto the land to develop the minerals. The right to develop the

minerals went along with the title to the minerals. But we tried to

provide machinery to ensure that the surface owner would be fairly
compensated for any loss of land or damage to crops.

There were at that time two or three movements that sprang up among the

farming people, and one of them was to press for a share of oil royalties
as part of the compensation. We never accepted that. We felt that in
principle it was basically unsound. The oil resources and revenues

belonged to all the people of the Province, and not to any one group more

than to any other group. And we felt it was unsound to accept the concept

that any one group of citizens had a claim on the returns from those

resources, more than any other group.

As far as compensation to the surface owner, we were 100% behind the idea
of his getting not only adequate but generous compensation, but that it

shouldn't be related to royalties. The oil company simply should pay
adequate compensation.

Because of the feeling of farm people, which was not just connected to the

royalty thing but the whole general dissatisfaction with their land being
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disturbed by oil development, there were two or three groups that organized
the farmers, stirred things up, and set themselves up as the farmers'
representatives to fight the Government to get the things which they first
told the farmers they should have and had a right to demand.

But to be factual, I can't recall any case in that area where you could

attribute this to Communist agitation. There were two or three individuals
you'd have to call "exploiters", who were cashing in on the dissatisfaction
and problems of the farm people to make a job and a nice income for

themselves. They'd say, "We're going to form a Farmers' Protective
Organization (or whatever they wanted to call it), and you'll pay so much

as a fee, and then we'll run it for you."

In other words, they were the ones getting the benefit from the fees, and

making a nice rake-off. And in order to foster this kind of thing, in a

number of cases they would get the farmers together and tell them they were

being ill-treated, their rights were being abused, the Government wasn't
looking after them. And the only way to get justice was to organize and

let them fight their battles. And then of course along with it went the

very substantial fee that they paid the association, which is what these

characters were living on!

So it was to their interest to agitate, and exploit the farmers'
grievances, because that's the way they got the larger membership. The
more membership, the more fees, and the more fees, the more rake-off they
took.

There were several of those characters, and we hadn't much sympathy for

them, quite frankly, because we thought they were really ripping off the

farmers under the pretense of being their champions. We tried - and I
think with considerable success - to get over to the farmers that they

didn't need these middlemen who were making a racket out of purporting to

represent farmers in these matters. They could come directly to the

Government, and we'd sit down with them and try to work out improved
methods, better compensation, and so on.
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LS: When it came to having that kind of compensation to farmers, the Social
Credit Government never did tie it to oil royalties, is that correct?

ECM: That's right.

LS: During 1949 there was some talk about the Privy Council in England, and

apparently some talk that appeals regarding constitutional issues should be

retained here in Canada rather than going to the Privy Council. What was

the position of the Federal Government? And more importantly, what was the
position of the Government of Alberta at that time?

ECM: The Government of Alberta favoured retaining the Privy Council as a court

of reference for constitutional issues. We did that because (1) we felt
the Privy Council Judiciary Committee had had years and years of experience
in those issues. They were an old established judicial body to deal with
matters of that kind. And (2), being out of the country altogether, they

were completely divorced from any local political pressures. We felt that

they represented probably the best form of completely impartial tribunal
that you could have to deal with constitutional issues.

The Federal Government on the other hand of course favoured the abolition
of appeals to the Privy Council and retaining it in Canada. This was part

of their nationalistic concerns, and I'm not critical of that. And also

the fact (and again, I don't say this as any reflection on the judicial
structure of Canada) that they preferred to have all these things dealt

with in courts which were under Canadian jurisdiction, or in the case of

the Supreme Court, their own jurisdiction.

LS: Did you have long discussions about that?

ECM: No, it wasn't any major issue. It came up from time to time over quite a

number of years. It was part of the trend toward greater nationalistic
emphasis in Canada.

It's rather interesting that in the discussions that have been going on in
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the present time on amendments to the Constitution and the role of the

Courts in the Constitution that there is today still the advocacy of

separate courts for constitutional issues. Again, trying to get away from

any feeling, first, that courts which hear the normal legal arguments are

not specialists in the field of constitutional law, and second (quite
noticeably in the representations which Provincial Governments have been

making to the Federal Government in the constitutional debates), the fear

that courts which are wholly appointments of the Federal Government cannot

be totally unbiased on constitutional issues where the interests of the

Federal Government versus the Provinces are the matters at stake.

I have never been very impressed with that position myself. I've never

been able to see how justice is any purer because a man comes from

Vancouver Island or Newfoundland. I think the character and capacity and

ability of the individual jurist is the main thing we need to be concerned

about, not what region of the country he comes from. But that view is not

widely held. There is certainly a widely held view that even our Supreme

Court should be representative of various regions of the country, which
implies at least knowledge of, if not bias towards, the sentiments and

aspirations and concerns of those regions.

I readily admit there's a good argument for that. But I confess it bothers

me a little to think that the quality of justice depends on who appoints
the judge and what region of the country he comes from. Maybe, human
nature being what it is, that's a fact of life. But I would like to think

we could get to a stage where our judiciary would be made up of those whose

qualifications and integrity are such that it wouldn't matter whether they

came fro— one part of the country or another - their judgments would be

precisely the same in any case.

LS: I think the greater concern is, who makes the appointment, isn't it?
There's the argument that "if I appoint you, you will be more loyal to my

point of view".

ECM: This is true, but there again, what that is saying in effect is that these

men can be swayed by the fact that somebody appointed them. I'll admit,
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some people can be swayed by the fact of who appointed them. But the last

place where that should be a factor, in my view, is in the judiciary.

LS: But it can happen?

ECM: It can happen.

LS: Another very small thing that seemed to have received some coverage during
that period was insurance bribe allegations - that Members of the House had

been bribed not to oppose a certain Bill to incorporate an insurance
company. The name that came up was the Northland Fire Insurance Bill, and

a man by the name of Lawrence McGee. The allegations were denied, and

there was no inquiry as far as I recall, but do you recall that?

ECM: Frankly, that doesn't even ring a bell at all. That name doesn't mean a

thing to me, and I don't recall the incident. It must have been some very

minor thing.

LS: I think it was fairly minor. Aside from that specific matter, this raises
a larger question. People generally assume that governments are involved
in (or not free of) that kind of thing, with corporations or favours.

During the years that we're talking about, was there anything like that

that happened?

ECM: Not of any significance at all of which I am aware or can recall. We were

very free of that type of thing. I don't doubt that pressure was put on

members of the House, but to the best of my knowledge, nobody ever

succumbed to it or was influenced by it.

This raises a whole question that I'm sure we don't want to get into here,
but this type of thing is one of the reasons why there has been a trend, in
recent years especially, to conflict of interest legislation. And I

suppose there is a role for that, and maybe to some extent it accomplishes
something.
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But it was always my conviction in all the years I was in government (and I

certainly haven't seen anything since that's changed it one iota) that that

is not the real protection for the public. There's no such thing as a

conflict of interest bill or statute setting out codes of ethics that can't
be got around, if people want to get around it.

It may set certain public guidelines and things of that kind, but that's
not where the damage is done. The damage is done by people who

deliberately set out to get around whatever is in the way of attaining some

advantage to themselves. I've certainly never seen a piece of legislation

drafted yet that would be even a significant obstacle to any intelligent
person if they were inclined to get around it to their own advantage.

That's why it has always been my argument that the greatest protection the

public has in matters of that kind is the character and integrity of the

people they elect. If they're really concerned, that's where they ought to

focus their attention - at the time of the election.

LS: How can you even know about the integrity of the people involved?

ECM: It's not easy to know it 1007-. But I think their prospects of protecting

themselves by being careful at the stage of selection, where they put

people in positions of power, is far greater than any hope of protecting
themselves by these methods that are so widely promoted today, usually by

theorists who think that if you get everything spelled out in a statute

that's a real barrier.

It's generally true in democracies that unfortunately people do not pay

nearly enough attention to the character and integrity of people that they

put in positions of authority - in governments or in corporations or

anywhere. And in part this is one of the unfortunate negative results of

the unwise philosophy that you shouldn't mix morals (and particularly any

religious convictions) with business or government. By taking that

attitude, people are inviting a situation where they're passing over one of

the most important things that be there for their own protection.
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That's why I would never quarrel with anybody thinking about a candidate

they're being asked to vote for, that far more important than what he

stands for in economics and legislation is his attitude toward moral

values. What's his attitude toward honesty, truth, integrity? Has he any
spiritual convictions that will stabilize him? Those are the things we

have to look at if we're concerned, if we want protection, as far as it's
possible to have protection. Even there it can't be 100%, because you
can't always tell. Often it's very difficult to tell precisely what a

person's convictions are. But it's not so in many cases.

LS: In another way, you were often in a position to recommend or to make

appointments - choosing people for Cabinet and other government positions.
Did you look at this whole aspect?

ECM: Very definitely. That was one of my criteria for selection of people for

any position that I was responsible for.

LS: I'd like to move on to a Royal Commission that made a report in 1949. The
issue was raised two or three years earlier and seemed to be an ongoing

one, and it was the whole question of child welfare within the Province.
I'm interested in the background to the appointment of the Royal
Commission, and what the charges were against the child welfare system.

ECM: My memory's a little vague on many of the details. We went through a

period when there was a considerable amount of criticism of the child

welfare department, in the area of adoption policy. I guess the biggest
single criticism was that the Province was permitting the adoption of

children outside the Province, and outside the country (to the United
States).

We had what we felt (and I still feel) was a very, very capable child
welfare department, particularly in that field. The man who headed it up

for many years was Charles Hill, and he was one of the unique individuals
whose love for children just overrode everything else - bureaucracy,

legislation, almost anything - which I always thought was an asset. He

wasn't popular with the bureaucrats, and he wasn't popular with a lot of
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people outside. They wanted things done in a precise way, following a

certain code of procedure.

But if Charlie Hill had a kiddie that needed foster parents, it didn't
matter whether they lived in New York or Timbuktu or across the street, his

one ambition was to get that kid in the home where he thought he'd have the

greatest chance of success and development.

As a result of this, and because we had quite a number of applications in

those days for adoptions by people in the United States, a number of

children were adopted out of the country. The investigation under Hill was

excellent; he certainly would never send a child to a home where he

wouldn't have the very best possible opportunity. And if somebody came up

here from the States and wanted to adopt a child, and after investigation
he was satisfied that they were the calibre of people who would love and

care for the child, and had the means to provide for it, he would approve

it. And quite a number of these went out.

This was attacked by some of the local people, who felt this was wrong.

The body that got into this most actively was the lODE, and they had their
U)Hit fed

own study made by Charlotte Witten (who later became Mayor of Ottawa). The

report was quite critical of the department and some of its policies with
respect to adoption.

LS: Along what lines?

ECM: Well, she didn't agree with children going out of the country. I think it
would be fair to summarize it this way. She was one who felt that there

should be a detailed, spelled-out procedure that would be followed, which
was not being followed. There was too much one-man judgment in where the

child would be placed.

And undoubtedly this, to whatever extent it was good or bad, did come from

the fact that this one man who had headed the department for years had done

such a tremendous job with kiddies that he was given a lot of latitude.
And I think from the standpoint of the kids that was the best thing that
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ever happened. But this was not a formal, bureaucratic procedure with all

the social worker investigations that are supposed to be safeguards for the

children.

Charlotte Witten was quite outspoken, an individualistic type of person,

quite a character. She was very aggressive, opinionated, dogmatic - she

knew all the answers. She did a lot of good many times in this country; I
don't want to give a wholly critical picture. But she rubbed everybody in
the welfare department the wrong way, from the Minister (Dr. Cross) on

down. Cross was a very realistic, down-to-earth type of individual, in
addition to being a very excellent medical doctor, which was one reason why

he had a great interest in the welfare of children. He had seen some of

the problems, in his medical practice. And he and his people had

absolutely no sympathy for Charlotte Witten; they felt she was trying to

undermine the Department and make a theoretical approach to a situation
which they felt was working out very well as far as the kids were concerned
- and that was their first and foremost concern.

So they certainly didn't cooperate with her in her study, any more than was

absolutely necessary. This of course rubbed Charlotte Witten the wrong

way, and I think it probably contributed to some of her criticisms. There

were some statements made in her report which were challenged. In fact, at

one time there was even consideration of laying charges against her. There

was a libel suit initiated by the Minister of Health against a Calgary
paper for publishing some state*ents which came out of this thing, and that

was successful -he won the suit. The media of course were all on

Charlotte Witten's side, because this was something sensational, a chance
to attack the Government.

After the whole hassle of the lODE study and the Charlotte Witten report,

we did have a Commission take a look at the whole thing.

LS: What were the results of that?

ECM: They made some recommendations for changes, quite a number of which were

implemented. Some were not. I think in balance, when the whole thing was
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o"er, certainly there was something gained from the studies that were

made. It was one of those typical cases which you run into sometimes. You

had a very human, practical approach to a problem (and it wasn't a big
thing; the numbers involved in those days were not that large) handled by a

man and staff dedicated to a particular objective, but who were not

professionally-oriented operators - which rubbed the professional social
worker the wrong way.

It's something parallel to what you see today in some of the day care

complaints. I know it's very unfair to generalize in things of this kind,
but I think we'd have to admit that in the field of caring for children in
day care it ranges all the way from some who are exploiters of children and

parents (single parents especially) to others, particularly women who had
raised families of their own and who love children, who take the kids and

love them and look after them just as if they were their own children.
They may do it in their home, or a place that hasn't got the required

square footage of floor space for the kids to play in, and all the rest of

it. But it's still as good as, or better than, many of the homes they come

from, and they get personal attention and a lot of love and care. That's
one way.

That is not acceptable to the professional people in the field of day
care. They want professionally trained social workers. And they're
concerned about how many square feet of space there is for each child and

whether the number of calories in the food is precisely what it ought to be

(and I'm not minimizing the importance of those things). But that

attitude, that approach to the care of children, is totally different and

incompatible in many respects with the non-professional approach. Again,
not that there's any merit in it being "non-professional", but it comes

from the care of kiddies by women who just naturally have a motherly
instinct for them and love them.

In a sense, this is what arose in the whole child welfare thing. It was

the conflict between the sophisticated, highly-trained professional social
worker's approach to the thing, as compared with the far less professional
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approach by people who, when the children's interest was at stake, would go
to bat for them day or night, anywhere, any time.

LS: Just before leaving this whole thing, and to clarify the role of Charlotte
Witten - did she come to Alberta, talk to people here?

ECM: Oh yes, the lODE decided to have this study done, and they selected

Charlotte Witten and brought her to Alberta to do a study on the Alberta

child welfare system for the lODE.

LS: Did you meet her at that time?

ECM: Oh yes, I knew her well.

LS: You also related earlier a story where you met her later on in Ottawa.

ECM: Well, when she became Mayor of Ottawa years afterward, there was some

function when the Premiers were all in Ottawa and the City put on a dinner
for us. She presented each of the Premiers with a replica of the key to

the city of Ottawa. And when she gave me mine, she said she was

particularly happy to present the key to the City of Ottawa to a Premier
who at one time had tried his best to give her a key to one of the best

jails they had in Alberta!

LS: Was it serious in terms of trying to lay charges against her?

ECM: Yes, there was serious consideration given to laying charges. There again,
certainly we didn't care - Charlotte Witten was entitled to her own

opinions. Nobody was quarreling with that. But what the child welfare

department was concerned with was what the effect of all this was going to

be on the future operations of the department. Should some of the

accusations that were made against the department be permitted to go

unchallenged because of the possible long-range adverse effect? This was

really the concern, but it was decided that there was probably less to be

gained by proceeding than not.
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LS: I'd like to move now to some pieces of legislation in 1949.

ECM: There were a number of pieces of legislation in the first Session of that

year that were quite significant, although they didn't introduce totally

new policy.

There was an Act to Supplement Legislation of Canada Relating to the

Marketing of Agricultural Products in Provincial International Trade and

Providing for the Appointment of a Marketing Board. This arose because of

the grey area between federal and provincial jurisdiction in the field of
marketing agricultural products. It was a further step to set up the

machinery which would enable the Provincial Governments to cooperate with
the Federal Government in marketing legislation. It went beyond the

boundary of the Province.

LS: You mean like grain boards?

ECM: Yes. The major clause of the amendment said, "Upon the enactment of the
Parliament of Canada of any statute the object of which is to improve the

methods and practices involved in the marketing of agriculture products in
Canada and in export trade, to make further provision in connection

therewith the Lieutenant-Governor may from time to time...." and it goes on

to spell out things that could be done within the Province to coordinate
provincial marketing efforts with the Federal Government in these products.

This has been one of those long-standing grey areas in the BNA Act where

the Federal Government has jurisdiction over inter-provincial and

international trade, yet the products are being produced in various
provinces under provincial jurisdiction. If you're going to have any

marketing system that goes beyond one Province, you've got to involve the

Federal Government. Yet the Provinces have an interest in it.

Really it was enabling legislation to permit a cooperative arrangement

between the two.
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LS: Just to digress a moment on the larger point of exports from the Province.
That comes up again later in this year, when we talk about gas exports.

ECM: Yes, in a sense the same situation prevails there. As long as the gas is
in the Province, how fast it will be produced, where it will be produced,

under what conditions it will be produced - all that is in the hands of the

Provincial Government. But once it crosses a provincial border, it comes
into the field of inter-provincial trade, and if it goes out of the

country, it's into international trade. And at that stage the Province
loses its jurisdiction. This is one of the things the Provinces are

fighting for at the present time. They want greater jurisdiction in being
able to say where these products are marketed, and at what price they're
marketed, which they do not have once the product goes outside the Province
under the present BNA Act.

LS: Did the Social Credit government take a different stance if it was an

agricultural product, where they felt that they could cooperate, than if it
was gas?

ECM: Gas was not involved in that type of problem in those days. Agriculture
was, because the marketing of agricultural products has always been a

serious problem. We deal in a world market, and up until recently there

was usually a glut—there were lots of other countries trying to supply the

consumer markets of the world besides Canada. You're trying to get your

products marketed. So it was a different situation from what we had in the
area of gas.

There were amendments to the Child Welfare Act in that Session, but these

amendments had largely to do with spelling out in detail the arrangements

between the Province and the municipalities with respect to to child
welfare. The whole program of welfare services was expanding in that

period, including child welfare, and many of these (pensioners, children,
etc.) were joint arrangements between the Province and the municipalities.
There was some local administration at the municipal level; there were some

costs borne at the municipal level, and some by the Province. These

amendments in that year were really streamlining and providing enabling
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legislation for that type of agreement between the two levels of

government.

LS: Was what was worked out here in Alberta a unique model?

ECM: I don't think there was any uniform pattern across Canada. In some

Provinces a greater measure of these welfare services were provided at

municipal level. In others, there was a greater centralization. We had

almost an average balance in the division between the two. Where the

constant arguments arose was if the municipality was given a

responsibility, then who was going to pay for it? And that would get back

to arguments for greater provincial grants.

In some provinces, and in recent years in this Province, where the Province
was asked to pay the bigger part of the bill that tends to make the

Province say, "If we're going to pay the bill, we're going to have it under

our control." So you get that argument. The municipalities say, "We're
closer to the people; we can administer it better; but we want you to pay
for it." But it's natural for the Provincial Government to say, "If we're
paying, we're not going to just give you a blank cheque so you can go ahead

and put in what kind of program you like, and we'll pay."

There was another bill in that first Session of 1949 also, and it comes

back to the matter of marketing. This was An Act to Provide for the

Control of the Marketing of Coarse Grain Within Alberta. Under the Federal

Wheat Board, coarse grains (barley, oats - feed grains) did not have to be

sold through the Board. It dealt with wheat, which was the big commodity
on international markets.

This legislation gave the Provincial Government authority to require that

coarse grains sold in the Province be sold through the Board. It didn't
have to go through it, but there was a disagreement among producers of

coarse grain. Some of them favoured having the Wheat Board handle all

grains. Others were very much opposed to this.
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Today, most grain goes through the Wheat Board, but in those early days it
was pretty much a Wheat Board, that's where it got its name. And some

producers of coarse grains were very much opposed to the Wheat Board having
anything to do with them. They felt they could do better marketing it on

their own.

What this did was provide enabling legislation so the Province could

require all coarse grains to go through the Board. That was never done as

a blanket policy.

LS: Did you introduce that personally?

ECM: No, I think that was the Minister of Agriculture. I don't know whether the

Act states that or not.

LS: For some reason I thought that that coarse grain legislation and the

concern about that issue was one that you personally were interested in.

ECM: This particular Act doesn't spell out the name of the Minister responsible,
but I think it would have been under the Minister of Agriculture.

Then the other largest piece of legislation that went through that year was

An Act Respecting Mines and Minerals. This was really a re-write of the

Mines and Minerals Act. We were into the period in 1949 when the role of

mineral resource development was becoming far more dominant in the

Provincial economy. As a result, legislation with respect to mines and

minerals, and oil and gas resources, was revised quite frequently. It was

updated, expanded, refined in the light of experience: it was sort of a

transition period where the legislation that had been in place was rather

skimpy because it had not been a big factor, but now it was taking on a new

prominence. So that year we re-wrote the whole Mines and Minerals Act, and

updated the whole thing.

There were no startling changes in it, but it was made far more

comprehensive. And particularly it gave the Department power to deal with
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situations that had not even been anticipated in the earlier legislation.

LS: A number of sources have said that Mr. Tanner was very instrumental in

forming the policies and legislation at that time - obviously, because he

was Minister. But there seems to be an implication that it was more than

that, that he was either (a) very interested or (b) very well-informed.

ECM: He played a very prominent role. He was Minister of the two Deparments
which before had been one department. He was Minister both before the

division took place, and then of the two Departments for quite a while
after the division took place.

Mr. Tanner was a very capable and conscientious Minister. He spent a

tremendous lot of time in researching the problems of the Departments he

was responsible for, and he certainly was the dominant factor in
recommending the changes in legislation in both Departments.

In the same year there were a number of smaller Bills along the same line.
There was An Act to Amend the Oil and Gas Resources Conservation Act -

again simply broadening and more clearly defining the powers of the

previous legislation.

There was an Amendment to the Oil and Gas Wells Act, and all that did was

provide for the split in the two departments. In fact, several of these

Acts were for that purpose, among other things. When the one Department

was split into two, there had to be certain changes naming the particular
department which that particular matter would come under.

There was another one that was rather interesting in that Session: An Act

to Provide for the Supervision and Administration of the Construction and

Operation of a Pilot Plant for Processing Oil Sands and Bitumen, to Confirm
Orders in Council, and so on. We've talked about this before.

Briefly, a group of people headed by Lloyd Champion had proceeded to try to

get this pilot plant for tar sands in operation, under an agreement with
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the Government. And they were not successful; the thing failed. They were

not able to live up to the agreement. So what this Bill did was allow for

the Government to take over the pilot plant and the whole operation,
putting the whole thing under the Government's jurisdiction.

LS: Why weren't they successful?

ECM: Well, you must remember that at that time this whole thing was in its
infancy. It wasn't to the stage where there was any great commercial
interest behind it. And this was a group of fellows that tried to put a

pilot plant into operation, but there was the difficulty of raising money,

getting personnel, etc. It just didn't get off the ground.

LS: And the Government then decided to run it?

ECM: Yes, we took it over under this legislation, and the plant was put into

operation. It was only a very small pilot plant, not a big deal at all.

It was really an extension of the work that had been done up to that time,
in the research laboratories here in Edmonton on the tar sands. It gave a

field operation.

LS: Who did the Government bring in to look after that? Do you recall?

ECM: There was a Committee of the Cabinet established to act as a Board of

Trustees. This involved Mr. Tanner, Minister of Mines; Mr. MacMillan,

Minister of Public Works; and Dr. Robinson, Minister of Industry and
Labour. Those three Ministers were responsible for the overall supervision
of the operation.

Then there was an Act to Amend the Special Areas Act, at that Session. The

"special areas" was a name given in legislation to a large tract of land in

from the Saskatchewan border (running through Hanna, Youngstown, etc., east

of Calgary and south) . That was an area where the drought situation during
the Depression years was terrible. It dried out completely.
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During the War years there'd been national pressure, encouraged by the

Province too, to put a lot of new land under cultivation. The food

question was important. And during that period a great deal of the land in

that region of Alberta had been broken up and put into crops. That was

alright as long as it rained, but it only rained once every two or three

years. That land was covered with short prairie grass, and once it had

been cultivated and you got a spell of dry weather, the soil blew all over

the place. That cycle of drought was very windy - there was a problem of

soil drifting all through Western Canada - and in that region it was

devastating.

Quite frankly, much of the land should never have been put under

cultivation, and it wouldn't have been, normally. It was done as a War
measure. Following the War, steps were taken to put a great deal of this
land back into grass, for use as community pastures and uses of that kind,
to get away from the tillage.

This Amendment to the Special Areas Act was simply streamlining the

procedures for handling it.

LS: Did the farmers of the area ask for that return to grass?

ECM: In the first place, there were very few people left there; most of them

were starved out in the Depression years. It just wasn't viable to try to

grow grain in that country, at least during that period. It was preferable

to have it in pasture and raise cattle. Even there (and this was one

reason why it was declared a "special area" with a lot of special
regulations) they had to control the grazing very strictly. If it was

over-grazed, it would still blow away, even if it wasn't tilled. It took a

lot of acres to keep one cow, and as a result the total amount of livestock
was not large.

But it got the land back from blowing all over creation, and into

productive use.
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There was another Act that year, An Act to Amend the Unit Operation and

Mineral Resources Act. This again was just taking care of the change in

departments from a single department to the two. The unitization was a

program dealing with oil fields where the mineral rights were owned by a

number of owners. They could form a "unit" for development purposes which
was more economically viable and better for conservation.

LS: In talking about 1947 to the first Session of 1949, we haven't yet come

across any major earth-shattering legislation vis-a-vis oil and gas.

ECM: No. There was revision of the existing legislation but not any major new
principle involved.

LS: That comes later.

I'd like to move on to another area of discussion. I'd like to spend some

time discussing some major things that were happening in 1948-50. And also

during the discussion of these themes, I'd like to hear your comments about

some of the people who have written about this period of time, specifically

people like Larry Pratt and John Richardson who have written the book

Prairie Capitalism.

To start, one of the themes that comes clear during this period of time is
the transition from an agricultural province to one much more dependent on

the new resource oil. In the budget of 1949, agriculture is still the

major revenue-producer, but natural resources at that time are aproximately
25% of the revenue. So it starts to make that shift.

ECM: That transition was going on in that period, from the earlier days when the
Province had been primarily agricultural. Now with the development of oil
and gas and the auxiliary industries - service industries and all the other

things which attach to the development of primary resources - there was

considerable growth in that area.

Actually the transition extended over a long period of time. The public
impression of the transition was pretty badly distorted because there was a
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certain glamour to the discovery and development of oil, and the media

played it up. All it took was to find one oil field and that was

publicized all over Canada, even though for a year or so there would be

very little in the way of revenue from it. The wells had to be drilled and

refineries built. But it was the type of thing which attracted publicity
and attention.

In fact I know at times this was a bit of an irritation to the agriculture
community. All it took was an oil company to drill a hole and find a bit
of oil, and it was headlines all across the Province and beyond. And yet

the actual value of the production of that one little incident was trivial

compared with the production of agriculture in this Province, because
agriculture had been our big industry - livestock and mixed farming.

So in the public mind, because of the media publicity, the impression was

given that we had entered into another era altogether. As a matter of
actual fact, that transition extended over a far longer period of time, and

was relatively slow. It wasn't a sudden jump from an agricultural economy

to an oil and gas oriented economy.

I don't recall the actual year when the production of oil and gas exceeded

the production of agriculture, but it was long after the discovery of Leduc

and Redwater, although the publicity relating to those two events gave the

country the impression that that was the economy of Alberta now.

Transitions of that kind are slow processes anyplace. I don't know whether

you could put your finger on an actual year and say, "That's the year when

we ceased to be primarily an agricultural economy." Even today the

agricultural base of this Province is tremendously important, and as our

conventional oi l industry declines, eliminating the tar sands and heavy oil
(the alternates to conventional oil), agriculture will be more dominant

than they are.

LS: I'm interested too to get some feeling of discussions in the Cabinet. How
did people in decision-making positions perceive this transition? And what
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about the "glamour" that comes with oil discovery and the spotlight on the

Province? It must have affected things here.

ECM: From the Government's standpoint (going back even before the discovery of
Leduc), one of our great hopes for the Province in the difficult days of

the Depression, was that somehow the economy of this Province could be

diversified.

I must confess I am a little amused sometimes in our present day when I
read articles and hear speeches about industrialization and secondary

industry and diversification. You'd think that was something that was

discovered in the last five years. We talked about that by the hour back

in the late Thirties. The hope of this part of Canada was in
diversification; as long as we were wholly agriculture-based, our economy

was subject to the complete domination of the world market situation for

agricultural products.

In the Depression, this was one of the key factors. We had absolutely no

say in this country over what prices would be for agricultural products.

We were dealing with a world market. And when the bottom fell out of

prices on the world market, there was nothing we could do about it.

That very factor, which was so dominant in creating the Depression and the

seriousness of the Depression in this Province and Saskatchewan, certainly
emphasized to us how tremendously advantageous it would be if we could just
get something to give a greater balance to our economy, and not be wholly
dependent on agriculture.

That's why, as I've mentioned in some of our earlier talks, we did
everything we could to encourage investment capital to come in and try to

find oil and gas. We had reason to believe there was oil and gas in this
part of the country, but the problem was attracting capital to do the

exploration and development. Our emphasis on that was not that we had any

particular interest in oil and gas as such, but that it offered the

greatest potential to diversify our economy. We knew if we got energy

resource development, that in turn would lead on to secondary industry.
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It wasn't an 'either/or' situation. That's something that people have to

keep in mind. Nobody should ever depreciate the value and the importance
of the agricultural economy of Western Canada, to this Province and to the

country as a whole.

The development of mineral resources and the secondary industry that can

flow from that is the path of diversification that adds to an

agriculture-based economy the other factors that can give it a stability
and prosperity that otherwise it couldn't have.

Away back in those early years, when we were out beating the bushes for

capital for oil and gas development, it was because of a concern for a

diversified economy, particularly in energy development which could lead to

industrial development. So when you hear a lot of talk about this today,
it didn't start in 1975. It started in 1936 - it's an old story as far as

we were concerned.

LS: When you talk about the Lougheed Government and its 'diversification', one

of the things you think about is that they want to do things like develop

smaller urban centres in the Province (moving a university up to Athabasca,
for example, and moving parts of government departments to other areas),
and developing industries in other areas.

Can you be more specific about your Government's discussions of

diversification? What were you thinking about specifically?

ECM: We recognized that diversification goes through various stages, and that

the development of energy resources (fuels, as it was generally referred to

in those days) was a pre-requisite to industrial development. We were

living in the stage when the development of the fuels was the dominant
thing. We didn't have a great deal of industrial development, and we saw

that as an essential stage leading toward industrial development.

We tried to encourage industrial development. It was still in its infancy
until relatively few years ago. The whole market situation and

circumstances were such that it wasn't even possible to develop a major
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industrial base here, largely because of marketing problems. But the

period we were concentrating on was the development of energy resources,
which was fundamental to whatever industrial development should follow it.
We did not get too far into the industrial development, because we were not

onto that stage. What you've seen since is the natural sequence from that

stage.

I shou mention that one other effect that's inseparably tied up with this
shift from agriculture-based economy to diversified economy is the movement

of people from the rural areas to urban centres. In many respects, that

had as great an impact on the life of the Province as a whole as the mere

development of energy resources versus agricultural production. The
movement of people from the rural areas to the towns and particularly the

larger centres is the kind of movement which generates the change in social
conditions, and even creates social problems.

Much of the diversification that the present Government is working on, as

you've already referred to, in one sense is trying to reverse that flow

from the big urban centres, and create situations in the smaller centres

that will keep people there instead of bringing them all into Edmonton and

Calgary.

That trend of urbanization was well under way in the days when I was with
the Government. It hadn't reached the proportions it has in the last few

years, but it was there. In a sense, that was not directly a part of

industrialization, but it was nevertheless related very closely to it.

As oil and gas development took place, all the service industries sprang up
around it. And that, incidentally, was probably the biggest single field
of industrialization in our time in the Government. This is not very
spectacular, but from an employment standpoint, the service industry
employs far more people than the oil industry itself. The oil industry is
not labour-intensive. Once a well is drilled out, all you have is a pipe
sticking up out of the ground, tied up to a computer, and somebody drives
around to take a look and see that everything's running alright. But the

companies which service the drilling rigs, the mud for well drilling, and
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all the innumerable services that are part of exploration and development

provide the large employment. That was the biggest single type of

commercial development that we experienced as a result of the growth of oil
at that time.

The petrochemical industries were one of the dreams attached to the finding
of oil right from the beginning (and particularly with natural gas because

there you have the raw product). We saw some of that development, there

were several petrochemical plants established, but that has grown to a much

greater extent in later years.

I would say that as far as actual specific industrial and commercial growth

relating to this changeover from agriculture to energy development, the

service industry related to oil exploration and development was the big
employer of people. But there again, that was the very thing that brought

people to the urban centres. All these little companies were located

either in the big cities, or in towns adjacent to oil fields. And that's
what developed Redwater, Leduc, and other towns, which grew up largely as a

result of the service industries.

LS: With hindsight, it there any way that the Government could have consciously
directed the society and the economy in a different way?

ECM: I can't think of any reason why we'd want to. My belief is that a

diversified economy is the best kind of economy to have because it has more

stability than an economy based on any one thing. I would be very unhappy
if this Province, for example, had an economy based almost exclusively on

oil and gas development. I think that would be far more vulnerable than an

agricultural economy.

Where we're so fortunate in this part of the country is that we have this

terrific agricultural base, which is probably the most stable facet in any

economy, plus the resource development, plus the industrial and commercial
growth which follows that again. But those are more vulnerable, and we can

see that in recent years. Today with our oil wells running dry and

supplies running out, we're already far too much dependent on oil. But if
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we were wholly dependent on oil and didn't have the good agricultural base,
we'd have some good reasons to be worried in this Province.

LS: Do you think we're going to be able to make that transition back to an

agricultural base?

ECM: No, I don't think you'll see a transition back, because agriculture itself
has changed so much. Agriculture today has become almost an industry; it's
not like the original homestead days when it was purely an individual
operation. We fortunately still have thousands and thousands of individual
farms, but even there, they're using sophisticated equipment - the modern

tractor and combine - and it's a very far cry from the primitive

agriculture of earlier days. So even our agriculture is industrialized to

a far greater degree than the early days.

LS: The final question on this topic is, do you see a time, when the fantastic
revenues from mineral resources are depleted and we return to where most of

our revenues are from agriculture, when the standard of living will change

drastically in this Province?

ECM: There's really no reason why we should get in that position. It's one

thing that disturbs me greatly about what's going on today. We are so

fortunate in this Province in having the alternate sources of oil. The

development of our heavy oil and tar sands resources, the gassification of

coal, and all of these things, can completely take the place of the
conventional oil industry, if they're developed. What disturbs me today is
to see these major projects which, in my opinion, should have been under

way five or ten years ago, being held up because of the conflict between

the Federal and Provincial Government over oil pricing and oil policy. I

think that's disastrous.

We don't need to be in a position where we're "forced back to the farm".
The development of the tar sands and the heavy oil could duplicate all the

conventional oil we've ever produced, plus a lot more. And that's where

our future lies, to maintain a diversified economy that doesn't revert back

to an agricultural economy.
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I think with the delays that have already taken place you are going to see

a period when the agricultural production is going to surpass the

production of the conventional industry.

LS: Is that delay you're talking about like that with the Alsands project?

ECM: Alsands, and the heavy oil plant at Cold Lake. Those are the two big ones

right now. You have there two plants which together could produce more

than a quarter of a million barrels a day. When you remember that our

conventional industry only produces a little over a million barrels a day,
those two things alone represent almost a quarter of what our conventional
industry represents in production. Just two plants! All you need is to

multiply that by four, and you could have the same volume of crude oil
coming out of Alberta from those sources as is coming out of our total

conventional industry.

LS: The Alsands write-up in the Journal last week seemed very pessimistic.

ECM: Of course, these companies are put in an impossible position. Alsands has

already spent about $6O million on the preparation work for that project,

and still haven't got a permit, and still haven't got a price set for their
oil. There's no way they can go on. They're talking about a five and a

half billion dollar plant. From a realistic standpoint, they could take

that five and half billion dollars to the States, where they can sell every

barrel of oil they can produce for $34-40 a barrel, as against our domestic
price held to $16.75 a barrel, and no guarantee of what they can get for

the tar sands oil.

LS: I couldn't perceive from reading the paper whether in fact the pessimism
was genuine, or whether it was more a political ploy.

ECM: No, I think it's genuine. You've got to remember, Alsands have already

been in this thing for over three years, and have spent $6O million.
There's no way they can go on doing that. They have to make a decision
before much longer, whether to gamble more money still with no assurance

over whether they'll finally get a permit, or whether they'll just take
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their losses, pack their bags, and go somewhere else.

And of course the heavy oil plant at Cold Lake is in the same position,
except that they've spent over $l2O million on that project, which is a $7
billion development. Sooner or later, they'll get to the place where they
will say, "There's just no way we can go on paying out $7 or $8 million in

preliminary work on a project which may not even be approved."

The other factor in this thing which is so regrettable, and which to me

makes the delay almost criminal, is that with inflation running the way it
is today, with these two projects alone (which in total run about $l3-14
billion) every year's delay at present rates of inflation will add at least
$2 billion onto the total cost. You get to the place in a few years where

the economic viability is in question. And not only that, all these costs

end up ultimately in prices, so the consumer is the one that's hurt.

I think I mentioned earlier a study - probably the classic example of

hindsight. If there had been any way of knowing what the world oil

situation was going to be, 15 years ago, we would have been smart in this
Province to have built half a dozen tar sands plants, and mothballed them

The first plant up there, the Great Canadian Oil Sands plant (which is
admittedly not as large as these others) was built for less than $3OO
million. You could build ten of them for $3 billion, as against $5 1/2
billion to build one today! If they'd sat there for ten years and never

turned a wheel, they'd have been the best asset we could have had in this
Province today.

LS: Good hindsight!

ECM: Yes, good hindsight!

LS: Another theme that I'd like to bring in is the question of the aims of your

Government to put the resource dollars to work? Along that line, I want to

read into the record a quote from the Edmonton Bulletin of March 5, 1949.
In discussing this thing, you are quoted as follows: "Because these

revenues represent a depletion of provincial assets, the government holds
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that they cannot properly be used for current operating expenses, but

rather should be used for capital expenditures which provide other assets

in place of those being depleted." I'd like to have your comments on that,
but more specifically, what was your Government going to do with the

increased revenue?

ECM: The basic philosophy we adopted in that period is set out in that statement

that you've just read. And incidentally, it's no different from the

philosophy which prevails today. This is the philosophy behind the

Heritage Trust Fund - that these are depleting assets and should not be

spent for current social services.

In those days, instead of setting up a trust fund, we as a matter of policy
determined that we would put into capital assets at least all of the money

coming from the sale of Crown leases. Royalties were a debatable thing.
Royalties were in a sense somewhat more in the category of taxation on

production. But all the money received from the sale of leases (the

asset), because it was from the sale of the lease on a depleting asset, we

would not permit to go into social service expenditures. We allocated at

least that amount of money each year (sometimes more, but at least that

amount of money) to provincial capital projects. This included bridges,
hospitals, university expansion, schools - physical assets to take the

place of another physical asset which was depleting.

Really the only difference between our philosophy and what's pursued today

in the Heritage Trust Fund was that instead of putting the money in the

bank and lending it out and generating the revenue on investment, we put

the money into physical assets.

There were perhaps two reasons why our philosophy was different from what

prevails today. In the first place, Alberta had gone through a long period

of financial stagnation and almost bankruptcy, and as a result our physical
assets had not been kept up. We were short of roads, bridges, hospitals,
university facilities, and so on. So there was a public need for that.

And we felt it was better to put the money into assets that were needed,
and the returns to the people would be the value of those facilities rather
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than so many dollars' interest on the money invested in bonds or something
of that kind.

In the second place, prior to having this additional oil revenue, we had to

take care of all our current social expenditures, plus physical assets, out

of revenue which was inadequate to do it. When we started taking care of

the physical assets out of the depleting assets of our oil, this released

all of the remainder of our revenue to divert to improving our social
services and other amenities that raised that standard of living for

people.

LS: You said that royalties are different because they're a form of taxation.
How did your Government use that income?

ECM: In almost every year after Leduc, appropriations for capital expenditures
exceeded the money that we collected from the sale of Crown leases. And

that difference was made up out of royalties. I couldn't say for certain
that that absorbed all of the royalty money. We weren't too worried if
some of the royalty money went for general operations.

LS: One other comparison to the Heritage Fund. Because your Government put

this revenue into these capital expenditures as opposed to earning
interest, you were not in a position as the current Heritage Fund is to

lend money for projects like building a port on the West Coast, or lending
it to the Maritime Provinces. Were you in that position?

ECM: We could have loaned some money at times. I remember we occasionally
bought bonds of other Provinces. If we had a bit of money on hand, we used

to buy Ontario bonds because we could get 6% on their bonds in those days,

and our own debt had been refinanced at 3%. Rather than pay off our own

debt, it was better for us to buy theirs and live on the interest! But

that was not a big factor. In the first place, we didn't have that kind of

money. You must remember that there's no comparison between the kind of

revenue that we were able to collect from the oil industry and what the

government collects today as a result of our OPEC friends' jacking up the

price. We were dealing with oil that was selling at $2.40 a barrel, as
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against a world price of $4O today! There was just no comparison in the
volumes of money.

LS: That leads to the third theme I wanted to talk about, and a comment made by
Preston Manning, that people don't always appreciate the difference between

a buyer's market and a seller's market, in the context of oil development.

I'm interested in that, and perhaps enlarging on what you've just mentioned
- $2.40 a barrel.

And secondly, the relationship with the international industry in
developing the resource. I'm interested in some of the agreements and the

common philosophies and approaches of the Alberta Government and the other

entities. But I'm equally interested in the differences, and examples of

the differences between the Government of Alberta and the international
industries.

I think that the whole discussion in this area is very interesting when you

look at something like Pratt's book and the feeling that I get out of
reading parts of it, that it was a cozy, positive relationship between
Alberta and international industries.

ECM: Let me comment briefly on your point about the difference between a buyer's
and a seller's market. This really is at the very heart of what has

happened in the petroleum industry in Canada, and the world. As far as we

were concerned in this Province throughout those years, we were in a

buyer's market.

In the early period, we had to import our oil from the United States, but

once we got our industry rolling here, we soon produced enough oil to take

care of all Alberta's demands, then Saskatchewan, Manitoba and eastern

8.C., and then the pipeline finally to Sarnia. But because we were in a

buyer's market where the buyers could shop around, we couldn't get our oil

beyond Sarnia. It was cheaper for them to buy offshore oil coming in by

tanker down the St. Lawrence. The point in Canada geographically where the
cost of imported oil (offshore oil) and Alberta oil equated was the Ottawa

River valley. That was adopted as the cut-off point.
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I'm kind of amused today when I hear our friends in Ontario who are a

little annoyed because Alberta's asking something closer to the world price
for their oil. You quite often hear people in Ontario saying, "Oh, in the

days when you couldn't sell you oil, we bought your oil, and we paid more

for it than we needed to pay, to use Canadian oil." Well, it just simply is

not the case!

The reason Western oil stopped at the Ottawa River valley was that if you
went beyond that they would be paying more for it. And in those days there

was a great hassle about whether we could extend that pipeline to Montreal,
because that was a huge consumer market supplied entirely by foreign oil.
But to carry the pipeline to Montreal would have jacked up the price of

gasoline in Montreal and the Quebec region by 2-3| a gallon, as against
what they could produce from foreign oil.

We actually had representations made to us by the Federal Government of the

day, wanting us to reduce our royalties in Alberta enough to push our oil
to Montreal without having to jack up the price of gasoline for the people
in the Montreal region - because that would be politically unpopular for

the Federal Government to do. But we said, "No way. We're not getting an

unfair portion for our people in our royalties, and we're certainly not

going to subsidize the price of oil just to extend our market."

But the point was that in those days it was a buyer's market. The buyer

could shop around, and the people and the refiners in Montreal said, "Why
would we buy your oil when we can bring it in by tanker from Venezuela or

the Middle East cheaper than we can buy it from you." It wasn't that the

wellhead price was high here, it was the transportation costs.

The United States went through a similar situation. Their East Coast
regions could all bring in offshore oil cheaper than they could get it from

Texas and Oklahoma. But the Americans were understandably very concerned

that they develop and maintain a healthy petroleum industry because of its

importance for security reasons. So they put a quota on foreign oil coming
in, and it applied to Canada. They were only permitted to take in a

certain volume of foreign oil.
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LS: They were putting a Federal quota on it?

ECM: Yes, a national quota. I remember when we made representations in
Washington for them to take more Canadian oil (we were desperately trying
to find markets), they said, "Why should we? Why don't you sell it to

Eastern Canada?" And we said, "Because if we do, it'll cost them more than

foreign oil." So they said, "What do you think about our people on the

East Coast? We're forcing them to buy Texas oil, by reason of this quota

that limits the amount of foreign oil they can bring in. So why should we

take more of your oil and cut our production back further (they were

fighting for markets too) when you won't put your oil into Eastern Canada
because it's going to raise the price to your people? We've already raised
it to ours."

So we didn't get much sympathy in that regard! Today of course the

situation is completely reversed. Today it's a seller's market. Whoever
has oil today can set his price. And that's why in Canada we have all this
hassle. You have the governments stepping in to set an artificial price.
There's no bargaining, but political price fixing is the order of the day
now.

Really, you can't make comparisons between the oil industry situation in
those days when it was a buyer's market, and today when it's a seller's
market. They're as far apart as day and night, east and west. We were

down at one time in Alberta to where our conventional wells were producing
at less than 50% of their capacity - the simple reason was, there was no

market. Today you could sell anything at any price, if you weren't
restricted by Government regulations.

LS: Can you enlarge on that. What did it force you to do? You went to the
States and tried to market the oil. Were there other ways that this factor

created a modus operandi for the Government at that time?

ECM: The only alternative when we couldn't get more markets was to regulate the
production of our individual fields and wells, and pro-rate our production
to market. This was the reason behind the pro-ration to market. I noticed
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in the book that you referred to, by Pratt (which incidentally, as far as

the sections on Alberta are concerned, is full of inaccuracies and in no

sense an obiective assessment of what took place here, certainly as far as

the Government position and policies are concerned), that he argues that

pro-ration to market was some nice deal or arrangement that the
international oil companies wanted, to hold up prices.

I can assure you that had absolutely nothing to do with our policy on

pro-ration to market. The reason we pro-rated to market was that the

international companies that were in both production and refining, and

marketing, had plenty of production of their own to supply all of their own

refineries and their market outlets. And the smaller Canadian producers,

who were only in the production end, would have had no market at all. They

didn't have refineries, they weren't in the marketing field, all they were

was producers.

When we stepped in with the pro-ration to market, it was to give the

Alberta companies, the small operators, a share of the market which
otherwise the international companies could have provided from their own

production without buying any from the small Canadian producers. This
whole thing was against the multinational company interests, and was

vehemently opposed by them. It wasn't some cozy deal that they persuaded

the Government to implement, which is the philosophy that Pratt advances.

Incidentally, his assessment of this whole thing is the typical assessment

of the committed socialist, with that cynical, supercilious, patronizing
attitude toward private enterprise and a free economy. The whole argument

of his book, really, is that the multinationals were allowed to develop the

oil resources and to call the shots and dictate the policy, and all that is

nonsense. That's the stock in trade of the socialist element, and always
has been. This is a classic example of it; it's not objective, and it's
far from accurate in many respects.

LS: Just to pick up on that difference between your Government and the

multinationals - you're correct in saying that Pratt doesn't see these

differences. This pro-rationing, as I understand it, had two phases. You
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had agreement with those companies on conservation on an engineering basis
- they could see the long-run benefits from that. But the pro-rationing on

a marketing basis - can we expand on that a little bit more, and be more

specific about it? I think it's important in view of Pratt's book.

ECM: There were two phases to the pro-ration program. The one, as you said, was

based on engineering factors, and related to conservation -

nothing to do with marketing at all. T
if you produce a well too fast, you do not get the maximum recovery from

that well; you leave a lot of oil in the ground. So one of our early moves

was to empower our Oil and Gas Conservation Board to set quotas based on

engineering factors. The formula is very complicated, and I couldn't
attempt to explain it. It was based on trying to arrive at a rate of

production which would ensure the maximum ultimate recovery from that well.

I might mention in that regard that it was not opposed by the large

integrated companies. I think the reason is quite obvious. They expect to

be in business a hundred years from now, and they're just as concerned

about oil supplies in the future as they are in the immediate present. So

they are interested in conservation from the standpoint of increasing the

ultimate recovery. They can afford to wait for it.

The ones we got the greatest criticism from on this feature were the small

Canadian producers. The small producer's interest was to get his money

back as fast as he could get it. If he drilled a well and was successful,
and it would produce 100 barrels a day, he didn't want to be told he could

only produce 50 barrels a day. It took him twice as long to get his money
back, and that was important to him.

So there was considerable resistance from the small producers but not from

the multinationals who could afford to wait and who knew that their
long-range interests were in the maximum ultimate recovery. They didn't
opposed that end of it.

We had that form of pro-ration in the early period when we still had

markets for everything we could produce. We had to go from a period where
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Canada was importing about 230,000 barrels a day from the States to a

period where we could supply all the Canadian market we could reach. Then
it became a matter of 'no more markets', and we faced the problem of what

to do with the productive capacity which was beyond what the market would
absorb.

At that stage, we introduce pro-ration to market. This, as I say, was the

reverse situation with the companies involved. It was vehemently opposed

by the multinationals, because they didn't need it. They would have been

far happier to take their own oil and provide their own refineries and

marketing, rather than having to buy from independent producers. On the

other hand, it was welcomed by the independents, because without it they
wouldn't have had a market.

So the engineering phase of pro-ration was welcomed by the multinationals
and opposed by small producer companies, and pro-ration to market was

welcomed by the small companies and opposed by the multinationals.

LS: Who are the multinationals we're talking about?

ECM: The major companies were Imperial, Shell, Gulf....that hasn't changed much

today.

I come back again to the misleading information in Pratt's book. He seeks

to create the impression, as I've said, that the international oil

companies dictated the policy and controlled the industry, and so on. As

I've said, that's just repeating the same propaganda that socialists have

used for years.

I've mentioned in our earlier discussions that it's neither factual nor

fair to argue that international oil companies have ever controlled the oil
industry in this Province, because of the method of development that was

adopted from the outset. That was, to retain the ownership of those

resources in the name of the Crown, with the development taking place only

under lease agreements, with the Province being completely free to dictate
the terms of those lease agreements.
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If I understand control at all, as long as you own a thing, and you control

the terms under which it will be developed, I don't think you can say the
fellow developing it is in control of it. If you don't like the way he

develops it, you just say, "I'm sorry, we're terminating your lease," or

"we're changing the terms." That's always been the case in this Province,
where we've retained the 85% of our oil resources which was still intact
when it was turned over by the Federal Government.

This is not true in some parts of Canada where the resources have been sold

outright to private interests. That's a different situation, but I'm
talking about Alberta. This is something that Pratt doesn't seem to

understand at all. He thinks that whoever does the developing controls it.

LS: Pratt talks about the Government of Alberta as the "renter" of these

things, and criticizes that also.

ECM: I suppose the term "renter" is not wholly inaccurate. If you own a house,
and you decide that you'd like to get some use out of it but you don't want

it yourself, you rent it to somebody else. You still own it; I don't think
the person who's renting it can say that he controls it, because you

dictate the terms of the lease. You say, "If you pay this amount, and do

so-and-so, I'll let you use my house." That's precisely what we said to

the oil companies: "We own this oil. We'll let you develop it on these

conditions, and you'll pay so much to us for the use of the resource,"
which he calls "rent".

This is one of the inconsistencies I see in Pratt's logic. If we are the
ones who are doing the renting, then we must own it. You can't lease

something out to somebody else if you don't own it. That's precisely what

we did; we leased the oil resources out to international companies and any
company, but the ownership was retained.

We mentioned the conflict-of-interest philosophy between the Government and

the international companies on the matter of pro-ration to market and in

the matter of conservation. The international companies didn't disagree on

the engineering factors side of conservation, but there was very strong
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opposition in the early days to conservation in the way of shutting-in
wells, which we did particularly in gas wells. We prevented the flaring of

gas, and that was certainly not something that the oil companies welcomed

at all.

LS: Why?

ECM: I suppose in the first place because when we were in naphtha production,
once you shut in the well they couldn't produce the oil—they'd have had to

produce the gas in order to produce the oil. So it was interfering with
their production. They regarded this as government interference, where

they had drilled the well and should be able to flare the gas in order to

get the oil. We said, "That's very nice, but you can't get the oil at the

expense of wasting that amount of gas. If you don't get a market for the

gas, you'll have to shut the well in." That wasn't very popular with
them. And it did affect their production.

LS: Were these same companies active in the Texas-Oklahoma area?

ECM: Many of them were, yes.

LS: Pratt compares the way things operated down there with the way we operated

here, and I wondered if there should be some further clarification there.

ECM: Well, I think I mentioned in our earlier talks that because we were

starting from scratch up here, before we developed our policy and program

for exploration and development and conservation, we gathered all the

information we could from the North American areas where there was oil and

gas development, primarily Texas and Oklahoma. California were big
producers, but they were a wide-open state; they didn't have much in the

way of conservation, pro-ration or anything else.

For that reason, it was understandable that there was a similarity between

much of our policy and our regulations, and theirs. What we tried to do

was to pick the best of all of it, and put it all together into one set of

development regulations for this Province. Quite frankly, I think we
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succeeded. In later years, just to give you an example, there was an

organization called the "interstate Oil Compact" or something like that,
made up of all the oil-producing states in the United States, and we were

an associate member. We couldn't be a full member because it was an

American organization, but we used to attend their conventions. I attended

their conventions many times as Minister of Mines and Minerals, and it was

interesting in those later years how often our regulations and legislation
would be discussed and referred to at those conventions as almost models

for North America. In other words, we had refined the regulations and

legislation beyond the points they had carried them to. And while we had

started by getting a lot of information from them, in those latter years

they were regarding our legislation and regulations as being more advanced

than theirs.

A classic example I've mentioned previously was the case of Barbados. When

they were trying to get oil development going down there, they had nothing

in the way of policy, regulations or legislation. They looked around to

see what they could get, and after canvassing both the United States and

Canada it was Alberta that they asked to have our Minister of Mines and

Minerals to go down and stay with them for six weeks to work with them in

formulating legislation and regulations - which I think spoke well for the

type of legislation and regulations we had in this Province.

LS: One point of clarification. One of the reasons I asked for comparisons

between the two is that I'm trying to discern whether in that refinement of

policy there were things that Alberta did uniquely. For instance, were the

multinationals not required to abide by that gas regulation in Texas, as

well as here? Or did the multinationals, as they started working in
Alberta, come up against new obligations or conditions that they had not

experienced in the U.S.?

ECM: No, they encountered many comparable regulations in the U.S. They opposed
them there; this was nothing new. When they came here, they rather hoped

this was a new ball game and they wouldn't be restricted as much as they

were down there, and of course they didn't like it when we went even

further than some of the States. I think we could certainly say that in
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the matter of the royalty (that is, the take to the owners) we went much

farther than the States.

The situation there was freehold. The States didn't own. The States were

regulating the development of a resource which was privately owned. The

Americans had not had this retention by the State. There they were dealing
with hundreds of individual owners, with a superimposed set of regulations
by the State to protect the owners. But the deals they made with the

owners on royalties were private deals. The State wasn't involved.

When they came up here, they were dealing with the Province instead of with
the individual owner, so it was a different ball game in that respect. And

we were taking more, by far, in the way of royalties from the production
than they were accustomed to paying the individual owner in the States for

much of the oil there. They always thought we were "gouging" them, which I
thought was pure propaganda.

LS: What were some of the other differences?

ECM: There would be differences primarily of degree. They haH conservation
measures in the States, and we had them. The difference would not be in

the general principle of conservation but in the degree. Certain things

they would be permitted to do there they would not be permitted to do here,
in the rates of production, etc. But that's really not a difference in

principle. One might say, "We're going to be a little more strict on

this." Another might say, "Well, that's not the greatest concern to us,
but there's something else that we're going to be a little more strict on

than they are down there."

LS: In answering the criticisms of someone like Pratt or others who have made

similar statements, did the Government of Alberta "win" in those

negotiations, on the major things?

ECM: Really, they're not negotiations. We went a long way in trying to work in

cooperation with the industry. In other words, we didn't follow the

practice of secretly preparing legislation and then springing it on them,
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saying, "This is what we've decided you're going to live with." If we were

going to change legislation that affected their operations, we'd consult

with them, tell them what we had in mind, get their input and arguments,

sometimes modify what we were proposing (very often we would, sometimes we

wouldn't). It wasn't something that was arbitrarily pushed on them without
having at least an input.

We followed that practice consistently, and I repeat, I think it was very
profitable to us. By doing it, we got the benefit of their expertise. We

knew ahead of the legislation being proclaimed, where the arguments were

going to arise, where we were going to encounter problems in enforcing it,
which we wouldn't have known otherwise. In that respect, we cooperated

with them very closely.

But I wouldn't call it negotiation. When the chips were down, the

Government had a completely free hand to say, "We've heard all your

arguments; we've given due consideration to your submissions; and we've
decided this is what we're going to do." To me, a negotiation is where

neither side has the power to enforce its position. The only way to arrive
at a position is by mutual agreement. But we weren't in that position.
When we got to the place of deciding on the legislation and regulations,
that was our decision, and they lived with it, whether they liked it or

not.

This is something where Pratt is miles off the mark, when he argues that

this was a "negotiated" thing, and that the oil companies won. It wasn't
negotiated. There was consultation, yes, but with the ultimate decision by

the Government. If we didn't get what we wanted, it was nobody's fault but

our own, because we had the power to do it, and we felt we did it.

I could enlarge a little on these other points of controversy between the

Government and these companies. Anybody who lived through this can't help

but smile at the argument that this was a nice, cozy arrangement where they

were always happy with everything we did.

We've mentioned the points of disagreement on proration and conservation.
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Another one that developed was in the field of pipelines. As the gas and
oil pipeline industry became a big industry, as a general rule the oil

companies would have preferred to build their own pipelines, or at least to

put together a subsidiary company and build and control their own

pipelines.

This was an advantage to them, and I can see their reason for liking to do

that. It may only be for tax reasons, but sometimes it's more advantageous

to take the profit from the pipeline operation than it is from the

production operation. It's sometimes more profitable to take it in the

refinery end. And this is one of the criticisms of the major companies
which are in production, refining, and marketing - they can shift between

those different areas and make one area the profitable area at one time,
and another the profitable area at another.

In other words, if they want to jack up the price of crude to a refinery,
it doesn't matter much if they're selling it to their own refinery. What

they lose at the refinery end by paying more, they make up at the
production end. And the additional profit has probably come because

they're able to charge somebody else more.

Another time it may be more profitable to lower the price of crude. In

that case, they'll lose at the production end, but then it's cheaper to

their refinery so they make it up there. I think this is one of the
reasons (i don't say it was the main reason, but one of the reasons) they

were quite happy to be in the pipeline end of it. The transportation end

is maybe a good place to pick up a bit, rather than at the production or

refining end.

We didn't feel the oil companies should have a monopoly on pipelines. It

was a separate type of business altogether; the technology is different.
So we as a matter of policy favoured independent companies which were not

in the oil business at all, in our awarding of permits for building

pipelines. This was a point of considerable annoyance to the major
companies, who wanted to do it themselves.
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Pembina was a classic example. That one went to the Mannix group, a

company they put together. The producing companies were very anxious to

own it; they bid on it, but we turned it down. So that was an area of some

disagreement.

Then the other one, which is a unique one in Alberta, was the Alberta Gas
Trunk Line. Here again, the producing companies would have preferred to

deal directly with the exporters and arrange their own facilities. But we

said, "No, we're going to have a Provincial gathering system. It won't be

a Crown corporation, it'll be a separate commercial operation, but it will
be the sole gathering agency in the Province for export gas. It will
deliver it at the borders to export companies, so there will be one entity
between you as a producer and the exporter. You can make your deal with
the exporter, but you have to use the facilities of the Alberta Gas Trunk

Line gathering system.

There were particular reasons why we wanted that. One of the main ones was

the maintaining of jurisdiction with the Province. If they had built the
feeder lines right to the fields, those lines then would have been in the

interprovincial and international picture, and come under Federal control.

By having the gathering system under Provincial legislation, there was no

Federal jurisdiction touching those at all. Theoretically (and I say

"theoretically" because I can't imagine doing it in practice), if we'd ever

had a constitutional hassle over export of gas under that arrangement, you

could just simply turn the tap off at the border because no export company

had any control over anything in the Province.

Now, they didn't like that. It was something they were much opposed to.

LS: Just before leaving that. The Alberta Gas Trunk Line (now NOVA) was an

entity created by your government?

ECM: That's right. It was a unique entity. The Alberta Gas Trunk Line Company,

incorporate by special statute, had two categories of shares. It had a

large issue of non-voting stock, which was sold to the public (I'll come

back to that in a moment). The second category of shares, only a little
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over 2,000 shares, was the voting stock, and it was allocated between the

gas producing companies of the Province, the export companies (which were

only two or three in number), the Alberta utility companies (the ones

supplying gas to the communities in Alberta), and the Government. The

Government only kept a couple of shares. The Board of Directors was made

up of representatives from those four groups. The producers named two or

three, the exporters and the utility companies... and the Government named

I think two, one of whom was the Chairman.

The novel thing about this was that there was nothing in the structure

which provided any incentive for Alberta Gas Trunk Line to make money,
other than its cost of operation. If they raised the transportation costs,
either the exporter would have to pay it, or the producer would have to pay

it, or the utility company would have to pay it. It was not to their
advantage to raise the cost. The automatic pressure of this unique and

innovative structure was to make it in the interests of all the groups to

make no more than enough to cover operation costs and depreciation, and

that type of thing. It was not intended as a profit-making operation,
beyond that extent. And it worked very, very effectively.

LS: It's a unique role for a government to take on, creating this entity. Why
would the Government not have just done the same thing through a Government

department?

ECM: The greatest representations that were made at the time (and this
admittedly had quite a good deal of political connotation to it) were that
we should have made it a Crown Corporation. But if you did that, then if

it was going to function it should be profit-oriented. And we didn't want

that. Our whole idea was to keep the cost of gas to the Alberta people
down, by not having any higher costs of transportation to the Alberta

utility companies than was absolutely necessary. That was our prime
interest within the Province. And to keep the cost down to the exporting
companies because this gave us a competitive position when we wanted to

sell our gas. We didn't want a profit-oriented company.

And to do it in the Government, this would have put the Government into
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business, and the bureaucrats would have run it, which we didn't think was

the most efficient way of running it. It was run by people who were in the

field. These representatives were all key people, producers and exporters

and utility companies, that knew their business. We didn't see any point
in putting any civil servants in to learn all of that and do it. Why not

let them do it themselves?

LS: Has the structure of the company changed?

ECM: Yes, it was changed under the new Government. It wasn't changed during all

the years we were there.

I mentioned a moment ago the other unique thing that I'd come back to. The

non-voting stock was sold to the public, and we only wanted to raise about

$lB million. We insisted that they offer this first exclusively to the

people of Alberta before it was issued beyond that. It was also issued in
a very novel way. Instead of going just through the brokerage houses, we

arranged for it to be purchaseable through banks and Treasury Branches all

over the Province. As a result, there were over $7O million subscribed!
They had only wanted $lB million - so they had to ration it. This showed

the interest of the people in that kind of structure. And they didn't even

have a vote. They made a lot of money on it - that stock was sold at $5.25
or $5.50 a share, and it went up and up and up. People who hung onto it
made a lot of money on it.

LS: Were there other areas?

ECM: Yes, there was another matter when we came to developing the tar sands.

This came about at a time when the market situation was bad. There were

no markets for our oil, the wells were only producing at half capacity, but

we were very anxious to see a commercial plant in the tar sands, because

any of the work that could be done in laboratories and pilot plants had

gone as far as it could go. It was a matter of getting a plant out in the

field. But any tar sand plant, it was recognized, would have to operate at

full capacity. It couldn't be prorated to market.
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So if it was going to have a market at all, we'd have to take some market

away from the conventional industry. Of course they screamed to high
heaven (this was mainly the international companies) because they were

already only marketing half what they could produce. All we were doing,
they said, was taking away from their market and giving it to an alternate

source of oil which wasn't needed at that time.

Our reason for wanting it to go ahead at that time was that we felt when it
got to a commercial size of production there would be a lot of bugs that

would have to be ironed out. We wanted to get through that period in case

the time came when it was important to have tar sand plants.

LS: Did you personally have that foresight?

ECM: Well, it came out of our discussions in Cabinet. Mr. Tanner and I worked

on that. In fact, during much of this time I was Minister of Mines and

Minerals, so I was involved in it directly. We felt that it was only

sensible to find out whether this huge resource was viable.

What we ended up doing was to say arbitrarily, "We will not permit the tar

sands market to take more than 5% of the available market for petroleum in

Alberta." That worked out at the time to about 45,000 barrels a day, so

when Great Canadian made their application, they made an application for

45,000 barrels a day. That's how the 45,000 came about—it was roughly 5%

of the market.

But that, of course, annoyed the conventional industry. We had hearings
before the Conservation Board, and they all opposed it. In their view it

was totally unnecessary to go ahead with tar sand development at that

time; it was something that could wait for the future; all we were doing
was penalizing the companies that had spent by that time in Alberta about

$6-7 billions of dollars in the conventional industry (and in those days,
that was a lot of money). So they didn't love us very much for that.

LS: I want to move on to one other theme of this period of time, and then

perhaps some overall comments.
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Some people claim that during this time there was an absence of local

entrepreneurial decision making in Alberta. I want to quote from Pratt

(page 156) : "The striking failure of the post-Leduc resource boom to

replicate the historical conditions of turn-of-the-century Texas and to

nurture a powerful class of Alberta entrepreneurs united with populist
farmers in hostility to takeover by external corporate and political
interests is one of the great puzzles of modern Prairie development. It is

easier to document the effects than to explain the failure itself. The

absence of a vigorous entepreneurial populist reaction within the Province
permitted Social Credit to pursue its entente with American capital without
fear of the political consequences, with economic effects which are

discussed elsewhere in this book. No single factor explains the phenomenon

of the absent entrepreneur and the different responses of Texans and

Albertans to the arrival of oil. Government policies certainly played
their part, but this does not explain why the policies themselves met with
such a broad measure of popular support or acquiescence."

He touches on several things there. One of the things I'm interested in is
the local entrepreneurial decision-making people, where were they, and what

were they doing? And secondly, perhaps an answer to a question which he

raises (although maybe not from his perspective).

ECM: One of the major differences between Alberta and the Texas situation, which
we've already touched on, was the fact that in Texas the oil resources were

privately owned. In Alberta they were owned by the Crown. So a great deal

of the Texas situation arose from the fact that when they struck oil in a

few places, everybody that had mineral rights were all out for developing
their oil rights. In other words, it was a drive of thousands of people

who had a personal financial stake because they had the ownership.

That reaction is very, very different from the reaction of the public when

a resource is owned for them in the name of the Crown. Even though they

are the owners, that ownership to them is remote. So their attitude was

entirely different.

The drive of the individual owner of mineral rights in Texas was largely
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responsible for bringing to the surface a lot of people that came to be

regarded as entrepreneurs in the oil business. There was pressure on

anybody that could do anything in that field to "make a deal". Texans
became known as "wheeler-dealers". But you didn't have that in this
country because the mineral rights were owned by the Crown, not by the

individual directly.

Secondly, I would not agree with him that we were short of entrepreneurs in
this country. By virtue of the fact that the development was done by

leases to existing oil companies, they didn't come into prominence in the

same way that might otherwise have been. But to take a reference we made

earlier to Home Oil - that's a good example. If ever there was an

individualist and entrepreneur, it was Major Jim Lowrie, who built Home

Oil. Bobby Brown, who succeeded him, was a fantastic man in that field.
Innovative, full of ideas, gambled, lost his fortune, everything else.
Lowrie did the same. And there were many of those fellows in Calgary in
those days, in oil.

As individual entrepreneurs, though, they didn't get the headlines and the

limelight as the big companies that were taking the leases and doing the

development. So I wouldn't say there weren't entrepreneurs in this

Province, but the atmosphere was entirely different, largely because of the

private ownership of the mineral resources in Texas, as compared with the

broader public ownership here (for the people in the name of the Crown).

LS: SyM Blair was an Albertan, was he?

ECM: I don't think he came from here originally. He spent a lot of time here in
Alberta. He was one of the pioneers in tar sand development. He's the one

that produced the famous "Blair Report" which was a study into the economic
viability of the tar sands. He was an entrepreneur.

LS: Who headed up Alberta Gas Trunk when it was set up?

ECM: The Chairman was Ralph Will, an oil man. He came originally from the

States, but was in Calgary for years and years.
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LS: These names are not household names that you've mentioned (Lowrie, Brown,

and people like them).

ECM: They are in the oil fraternity.

LS: Maybe that's a difference between Canadian and American - the kinds of

heroes that you hear about in certain areas of development.

ECM: Yes, but that's characteristic of Canadians. We never exalt our heroes.
That's the last thing Canadians do.

There's really something to that. Of course Texas is noted for flamboyance
- everything's biggest, best, greatest. They make heroes out of anybody
who found an oil well. Here they just go ahead and find the wells, rent

them to somebody, and go about their business.

LS: Before leaving this, you've made some comments on Pratts book. But I'm
wondering if in an overall statement there's a basic point of agreement or

disagreement in terms of his analysis of Alberta in these early years
(1947-50) and your experience as the Premier at that time.

ECM: Certainly there's a lot of factual data gathered in talking with people

that knew the situation in those days. But my disagreement with Pratt's
book is his interpretation, particularly interpretation of Government
policy and the motivation for Government policy.

The underlying impression I get from Pratt's book (and again it's just the
run-of-the-mill attitude of the socialist) is that the multinational
companies are the villains and the enemies, and anybody that deals with
them is under their domination; that anything about them is bad, and

anybody that deals with them is bad. And that the ideal way for all of

this development to have taken place would have been for the Province to do
it itself. That's the run-of-the-mill socialist position; it's the

fundamental difference between the person who is anti-private enterprise,
anti-free society, and who thinks that the State and the bureaucrats are

the ones who should do it.
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It happens to be a philosophy that I think is indefensible and wholly
wrong, and so I simply disagree with his premise. If you start from that

premise (that everything would have been better if it had been done by the
State), there is a supercilious attitude toward everything. "They did it

this way, but if they'd had any brains they'd have done it themselves - the

State would have done it. But they were too stupid to know that." It's
the typical egghead socialist approach to things. He has a right to be

that way, but the book certainly is neither factual nor objective in that

respect.

LS: Are there any particularly large, glaring inaccuracies where in fact he is
giving information that maybe hasn't been researched enough?

ECM: No, I wouldn't say the inaccuracies are in the basic information that he

uses. The inaccuracies primarily are in his attempt to interpret the

reason why the Government did this or that. Quite frankly, I think that

his conclusions are unjustified in that it should not be that hard to

interpret the reasons behind the Government's policy position. It wasn't
done in a corner.

I just happened to open the book here, and notice he has one on the

Government's royalty policy. We had a graduated royalty. And he says we

stuck to that rather than an overriding royalty which we did try on one

occasion. And also he raises the point about the cash bonuses, that this
pandered to the internationals because they could afford the money. Just
take those two things. What he said is factual, in that we did have a

graduated royalty; we didn't use an over-riding royalty. But the

experience and the reason behind this is something that should have been

very clear to him.

Saskatchewan used the over-riding royalty system to a considerable extent,
and we tried it on one occasion. With an over-riding royalty, you have a

basic royalty (a flat rate on all production) and then in bids, instead of

the company saying, "I'll pay $X millions for the rights on that tract of

land," they would say, "I will pay over an above the basic royalty, X% of

the production." That was the over-riding royalty.
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We tried that for a brief time. The main argument for it is that it
doesn't require the bidder to put up any cash. And he's quite right that

that is a big advantage to the small operator. The multinational has the

cash, the small operator doesn't.

But there are some big disadvantages in it. Saskatchewan found this out,
and we found it out and abandoned it. One is that if you put a tract up
for bid on an overriding royalty and it does not prove up, in other words

all the holes are dry, the Crown gets nothing. In other words, you take

the risk of whether or not there is production. If you don't get any

production, you don't get anything. Whereas on the cash bonus system, we

actually had cases where companies paid a bonus as high as $1 million for

the mineral rights to development on a quarter section of land which proved

totally dry. No wells at all. But we had $1 million in the bank. In
other words, the Crown didn't take any part of the risk; we got our money

whether there was oil or not. That was one reason.

But the other, perhaps more practical, reason is that as wells get old, it
becomes uneconomic to operate them if your overhead's too high. This
happened I know in Saskatchewan in some cases where they bid a big

over-riding royalty. Maybe the basic royalty was, say, 12%, and they bid

25% over-riding royalty. That meant they'd be paying 37% of the production
in royalty. As the wells get a little old, all that's left to them (their

63% or whatever) would no longer make it viable to operate the well. And
the applications for abandonment start coming in.

That was completely at variance with our conservation philosophy of doing
everything to ensure the maximum ultimate recovery. And for that reason we

didn't like it.

I remember the one sale where we did this. Some company from Saskatchewan
(it was a cooperative if I remember rightly) bid a big over-riding royalty,
and within a year they were back on our doorstep wanting the royalty to be

renegotiated because they couldn't operate with that big an overhead.
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These were the reasons behind it, which were well-known. But he just
blandly says, "This was a stupid thing. They should have had over-riding

royalties and then it would have favoured the small companies, or at least

wouldn't have favoured the big companies who had the money."

The other thing about having to put up cash: In the first place, there was

nothing to stop a group of companies from going together and making a joint
bid, and many of them did it. If the little company couldn't afford to put

up enough to compete with the big companies in their cash bid, they'd get

half-a-dozen others and jointly make a bid. Then their resources were

sufficient to make a competitive bid, and this was done quite often.

LS: Where they successful in Alberta?

ECM: It was done to quite an extent. There would be very few sales where there
wouldn't be some joint bids.

The other thing which was not an answer to quite the same extent was that
little companies that felt they couldn't afford to risk a cash bid because

there might not be any oil there, could always get farm-outs. When any

company got a bid, they could farm out the development to other companies,
and there were quite a number of companies in Alberta that lived for years

on farm-outs. Imperial would bid at a sale for half-a-dozen leases, and

then farm out portions of it to little development companies, so they had

their "play" without having to put up cash.

I take that as one simple illustration of his bland denunciation of the
rejection of over-riding royalties in favour of cash bids —there were very
good answers for his objections, which he doesn't raise at all.

LS: Good. I think we'll leave it there for this time
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