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Chapter Three: Crown Corporations / Concentration Regulation 

3.1 Crown Corporations and Industrial Concentration 

This report’s important chapter aims to address the following queries: 

a. How much do important Crown Corporations add to British Columbia's industrial 

concentration? 

b. Do these important Crown Corporations' operations impede the growth of industry? 

In response to the first query, British Columbia's industrial concentration is significantly 

influenced by a few non-B.C. crown enterprises. This is especially true in the important 

industrial sectors of pipelines, ports, railroads, and refineries of crude oil.  

It is very challenging to determine whether or not these crown enterprises impede industrial 

growth. There have been claims that these companies have occasionally caused industrial 

development bottlenecks in British Columbia, harming the province's Gross Provincial Product 

(G.P.P.), labor force, and consumers. 

Why might non-B.C. crown corporations impede economic growth? A different report on 

Federal Crown Corporations has addressed this in part. There is evidence that suggests Federal 

Crown Corporations may favor Canada's denser populated central regions. Although these 

companies do not intend to impede British Columbia's progress, this seems to be the inevitable 

outcome of the political process and Federal Crown businesses' accountability to the Canadian 

Parliament. 

The great majority of directors and officials of federal crown corporations did not live in British 

Columbia, according to this linked Crown Corporation study. This is true even though a sizable 

amount of federal crown corporations' operations take place in British Columbia. 

It is impossible to determine whether a board of directors’ member's place of residence will 

affect their decisions. That such a circumstance to exist, however, does seem out of the 

ordinary. When assuming a directorship in a public business, a Canadian director of a private 

firm would apply the criterion of no conflict of interest. It would be quite unusual if their views 

and those of Central Canadian residents did not overlap on a significant number of topics, 

considering their residency and the political character of such appointments.  

I shall now go into greater detail about these crown businesses' operations for ports, trains, 

pipelines, and crude oil refineries in order to demonstrate my worries about them.  

3.2 Ports 

a. Port of Vancouver  
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Total tonnage through the Port of Vancouver in 1980 was 49,204,000 metric tonnes, a 9.4% 

increase over the 1979 tonnage.  The total number of containers handled increased by 12.7% in 

1980 124,644 TEU’s from 110,599 TEU’s in 1979, with an overall increase in tonnage of 12.2% to 

10,095,00 tonnes from 976,00 tonnes in 1979. 

 

The commodity that continues to dominate the Port’s tonnage is coal, with an 8.5% increase in 

throughput to 15,002,000 tonnes in 1980.  The largest gain in shipments was the 25.6% increase 

registered by sulphur to 5,112,000 tonnes.  Grain recorded a 5% gain to 7,924,000 tonnes.  

Potash and pulp shipments increased by 8.6% and 3% respectively, while lumber shipments 

decreased by 2.2%. 
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3.5 Crude Oil Refineries 

According to the Bureau of Competition Policy on "The State of Competition in the Canadian 

Petroleum Industry," the Pacific region has the highest concentration of petroleum majors in 

Canada, with the exception of the Maritimes.  In 1954, Imperial, Shell, and the regional major 

Chevron controlled 90% of capacity. Gulf joined the market in 1958.  The share of the three 

nation giants and the regional majors remained largely stable at about 86% until 1976 due to 

the majors' expansion and Gulf's acquisition of Royalite, despite later entries by Pacific 

Petroleum and Union Oil.  The national and regional majors accounted for 90% of the overall 

refinery capacity as late as 1980.  

The Bureau’s report alleged that a pattern of refinery agreements existed with a number of 

pairwise arrangements that were made between the same companies across different Canadian 

regions.   

To quote the report: “A web of connections is revealed which, when traced in their entirety 

from region to region and from company to company, linked the set of national and regional 

majors together across the entire country.” 

The report further states: “The tendency to engage in price competition in any industry is 

reduced as a firm’s marginal demand curve approaches the industry demand curve.  While a 

direct link at the refinery level among all firms guarantees that no firm will regard it demand 

curve as having any greater elasticity that that of the industry, indirect linkages have the same 

effect if each company fully comprehends the existence and the effects of these linkages.” 

According to Gorecki's engineering estimations, there are significant economies of scale in the 

petroleum refining industry. The fact that Canada's regional marketplaces are comparatively 

concentrated is therefore not shocking. The bureau's claim that a network of relationships 

"linked the set of national and regional majors together across the entire country" is unsettling. 

If a company (or collection of companies) can generate profits above a normal rate of return by 

limiting output and raising the price of its product, it is said to have market power or a degree of 

monopoly power. One such obstacle to entrance could be the refinery's economies of scale. 

One obstacle to entering is the petroleum industry's vertically integrated structure. In actuality, 

this argument is comparable to the growing returns to scale argument. Assume that a vertically 

integrated company is the least expensive organizational structure and that there are few 

businesses that can fully utilize this structure. Then, a barrier to entry is the cost benefits of 

vertical integration. In the majority of industrial stages, independents face competition from 

majors. By working with the majors, these companies are typically able to generate a 

respectable return on investment. The majors may make above-average earnings by setting 

their prices correctly.  
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Given market power at the refinery stage, an inventive exists for these firms to integrate 

forward.  This incentive is the potential gain from exploiting differing elasticities of demand 

among its customers.  If customers can resell the good in question, the firm with market power 

must necessarily charge a single price.  By purchasing the productive assets of customer with 

the lowest elasticities of demand (and operating these assets itself), the firm can charge a 

higher price to its new customers and its remaining customer’s with relatively high elasticities of 

demand.   The acquisition of gasoline retail outlets is a prime example of such conduct. 

The information in section 2.5 makes it abundantly evident that over the previous 20 years, the 

majors have significantly expanded their dominance over the retail industry.  The above analysis 

provides a very powerful motive for doing so. 

Can the federal government use Petro-Canada to counter the concentrated nature of the 

petroleum industry in B.C. and in Canada?  In B.C., Petro-Canada operates less than 10% of the 

crude oil refinery capacity, 16% of the company and commission agent operated service 

stations, and supplies about 9% of the lessee and independent operators.   

Such capacity would not be sufficient for Petr-Canada to be the “residual supplier.”  By residual 

supplier is meant the ability to supply the market the difference between output levels of the 

private companies and a level of output where industry marginal cost equals industry prices.   

Table 3.5.1 

Crude Oil Refineries, 1980 

 

• Westcoast Transmission Company Limited built the first major natural-gas processing 

plant in British Columbia at Taylor, completed in 1957, as part of its 1,046-km natural-gas 

pipeline system.   Purchased by Petro-Canda, closed in 1991. 
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• Petro-Canada – Port Moody Refinery was originally Gulf Canada.  Purchased by Petro-

Canada in 1985, closed in 1993.  

• Gulf Canada – Kamloops Refinery, closed in 1983. 

• Imperial Oil – Port Moody Refinery, closed in 1995. 

• The Prince George Refinery was established in 1967, owned over time by several 

companies including Husky Energy (from 1982) and later Tidewater Midstream (from 

2019), and it has not been closed — it continues to operate today. 

Table 3.5.2 

Refineries Operating as of April, 2026: 

Refinery   Location     Owner    Capacity (bbl/day)       Established 

Burnaby   Burnaby     Sunoco LP  55,000         1935 

Prince George  Prince George     Tidewater  12,000          1967  
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3.6 Public and Private Investment Projections 

Capital and Repair Expenditures 

The capital and repair expenditures are shown historically in the following tables, together with 

predictions of such expenditures through 1990. The cost of acquiring, building, and installing 

new, long-lasting equipment and machinery—whether to replace worn-out or obsolete assets 

or as net additions to already-existing assets—is included in new capital expenditures. 

Additionally provided are non-capitalized repair costs for buildings, machinery, and equipment. 

The size and content of the investment program provide important information about the 

demands to be placed on the economy's productive capacities because capital and repair 

expenditures make up a sizable and somewhat variable component of gross national 

expenditures. 

The total capital and repair expenditures for the year 1990 in Table 3.6.4 should be viewed as 

extremely approximate estimates. 16-year and 5-year trends are shown in the tables. Keep in 

mind that, given the state of the market in recent years, the 5-year trend should be viewed as a 

prudent upper bound, while the 16-year trend offers a lower bound. The best estimate, if a 

"one-number" prediction is needed, is most likely 2/5th of the 16-year trend + 3/5th of the 5-

year trend. 

How much productivity growth is correlated with investment is an intriguing subject. Compared 

to any cyclically comparable period in the preceding two decades, productivity growth in the 

Canadian business sector was lower between 1975 and 1980. Since 1954, the Canadian 

manufacturing sector has had annual productivity increases of 4 to 5 percent during each 

business cycle. The average growth rate of manufacturing productivity in Canada over the past 

five years has been 2%. Is it possible that the rate of capital formation has decreased in 

comparison to the rate of workforce growth?  

 Table 3.6.5 charting B.C. indexed capital/output ratio by industry is very suggestive.  It shows 

that, on average, the capital/output ratio for B.C.’s manufacturing industries has declined over 

the last twenty years.  Other industries that have also declined are construction, transport, 

communication, storage, trade, public administration and defence. 

Many reasons could be responsible for the capital decline. Production methods could save more 

money. It's interesting to note that real manufacturing production per worker rose during the 

relevant time period (Table 2.3.2). Unit labor expenses were basically unchanged, as Table 2.7.2 

demonstrates. Given the numbers in the tables, it appears that a lack of profitable investment 

could be the cause of the productivity loss. Industry-by-industry analysis is necessary to 

determine whether this is caused by concentration. Refer to Chapters 4 and 5. 
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