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make the necessary railcars and locomotives available.  Combining the spare 
pipeline capacity with the extra railcars will not provide enough capacity to 
replace DAPL in the short-term, so production in North Dakota may have to 
remain curtailed.  In the long-term, additional tank cars could be introduced 
to move more Bakken barrels.  However, this will come at a cost.  Moving 
crude by rail is at least double the price of moving it via pipeline.   

The current infrastructure challenges facing Bakken producers will lead to 
price discounts for their crude.  A closure of DAPL will depress Bakken prices 
relative to the U.S. oil benchmark WTI and create significant headwinds for 
Bakken producers.  A significantly higher price spread will impair the in-basin 
economics relative to other shale plays in the country and may prevent 
production to fully recover to pre-Covid levels.  A ruling against DAPL will also 
create uncertainty around future pipeline projects and will ultimately affect 
the attractiveness of domestic exploration and production.  It appears that, 
even if oil prices recover, U.S. pipeline investments will be curtailed, and 
domestic oil production growth may slow.  Canadian pipeline operators face 
similar challenges to their U.S. brethren.  Canadian oil producers are highly 
dependent on the U.S. market for their crude oil sales (in 2018, 99% of 
Canadian crude exports went to the U.S.).  Even if Canada finds alternative 
customers for their crude, they don’t have the infrastructure to get it to them. 

  

 
 

 
   

 

 

 

 

 

 

Crude oil pipelines in North America are facing challenges 

This week, we have seen a number of setbacks for the U.S. oil 
& gas industry as several pipelines have been canceled, 
delayed or – in the case of the Dakota Access Pipeline (DAPL) 
– ordered to be taken out of service pending an 
environmental review.  Opposition to building new or 
expanding existing pipelines in North America (the U.S. and 
Canada) has been strong and growing for many years.  As a 
matter of fact, the DAPL, which opened in June 2017, was one 
of the few success stories in recent years as other high profile 
crude oil pipelines, such as Keystone XL and the Trans 
Mountain pipeline continue to face delays as a result of legal 
challenges by environmental groups and opposition from 
indigenous populations.  One of the reasons that the judge’s 
decision against DAPL has received so much more attention is 
that it impacts an existing pipeline that is already in operation, 
not one that is proposed or under construction.  The 570,000 
barrel per day (b/d) DAPL is a key piece of infrastructure for 
shale oil producers in the Bakken area of North Dakota.  What 
impact would a closure – even a temporary one – have on 
crude oil flows in and around North America? 

If DAPL is closed, producers in North Dakota have a few 
alternatives to get their crude to market.  There are other 
pipelines in the area, some which have spare capacity, at least 
for now, while Covid-19 has reduced demand and output.  
There are three other systems that can move crude out of 
Bakken, with an estimated total capacity of 680,000 b/d.  
Analysts estimate that there could be 100-200,000 b/d of 
spare capacity on these lines.  While this would help, it would 
not nearly be enough to compensate for a DAPL closure. 

Another alternative would be crude by rail.  Crude by rail was 
widely used to transport crude oil out of the Bakken prior to 
the opening of the DAPL and it is still used today.  In the period 
from 2011 to 2014, movements of crude oil by rail out of PADD 
2 (where the Bakken oil fields are located), increased from 
80,000 b/d (2011) to 715,000 b/d (2014).  The main 
destinations for Bakken crude by rail are refiners on the U.S. 
West Coast (PADD 5) and the U.S. East Coast (PADD 1), 
although PADD 1 volumes have declined in recent years after 
the closure of the PES refinery in Philadelphia.  Crude by rail 
volumes initially dropped to 200-300,000 b/d After the DAPL 
opened, but they have gradually increased again in 
2018/2019.  The most recent numbers for April 2020 show a 
decline due to Covid-19.   

The existence of significant spare crude by rail infrastructure 
will be useful if DAPL is (temporarily) closed.  Up to 200,000 
b/d of capacity could be added, provided that the railroads 
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