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EXPORTS OF CRUDE OIL AND PETROLEUM € ' m y  
TH3 SOVIET UNION 

Note by the  Chairman of  the 
Committee o f  Economic Advisers ,. '. 'I . e 

The at tached  report   has   been  e laborated by the 
Committee of Economic Advisers   within  the framework  of its 
s tudies  on Soviet  o i l  exports.  Based on a paper  prepared 
by the Economic Direc tora te ,  i t  takes  account of con t r i -  
butions and comments from various  delegat ions.  

2. The Committee has  considered t h a t  the  Council 
might be i n t e r e s t e d  by the  information  contained  in  this 
report,which i t  may wish to  note ,  

O 

(Signed) P.Da GREGH 

OTAN/NATO , 
Paris ,   (16e)  
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NATO RESTRICTED Fm= 
MPORTS OF. CRUDE OIL AND PETRGLEUK PRODUJS BY-'THE ljOVIET UNION 

,Report by' the Committee of  Econom'ic Adviser= 

Ab . Summary and  Conclnsions ' 

Soyuznefteexport , the Ssviet   agency.   responsible  for o i l  
s a l e s  i n ,  the wor1.d market ,   recent ly  declared t h a t ,   a f t e r   J e r s e y  
.Standard  and  Royal  butch-Shel2, it exp0rte.d ,more o i l   t han   any  
other  compaxiy' i n ' t h e  world.  T h i s  claim is not justified by, ' the 
development o f  Sovie- t   sa les   s ince  1958, b u t  i t  o f f e r s  a c l e a r  
enough indica t ion   of  the Soviet  leaders" in t en t ion  to make the i r  

' presence. f e l t  i n  the world @il market, and t o  dispose of their  
EXP$-~-S p o d u c t i o n  011. -@S : j e s t  . 13ossible t epxs ,  , 

. ' .  . 2, . -.During the l a s t  few years  co-nsumption of petroleum 
p roduc t s   i n  the European Zone of' the OECD has grown s u b s t a n t i a l l y  
(a t   an   annual   average   ra te ;  of 15% between 1959 and 1964); i t  will 
continue t o  increase  during the second half of the present  decade 
bu t   a t   a . s lower   pace   ( t he   annua l   ave . r age   r a t e  of  growth  between 
1964 and  1970  has  been  estimated a t  7*3%) ,  As regard.s the expan- 
s ion  of S o v i e t   s a l e s   i n  t h i s  p a r t  o f  the  world, i t  h a s   c l e a r l y  

- .  slowed down since  1962;   indeed  the  amuat   average  ra te  of increase.  
of' t h e s e   s a l e s  -which was 17eQ;110 between 1959 and  1964,' f e l l  to' 8?8% 
between  1961  and 1964, On the   bas i s  of the f o r e c a s t s   c o n t a i n e d   i n  
. the  present   s tudy,  i t  does  not seem t h a t  the growth  of  Sovie-t sales 
between 1966 and 1970 will be such a s  t o  br ing  them t o  a l g v e l  ' .  

where they might create too  great a dependence - a dangerous orie 
therefore  - of  this area upon the USSR, This conclusion emer'ges 
from the comparison of t he   Sov ie t   expor t ' f i gu rc   fo r  '1964 and. t h a t  
of the e s t ima te   fo r  1970  which shows an   annual   average   ra te  Of 
growth  of 6,2$ for the whole per iod,  a percentage which i s  lowel= 
than tha t  o f  the growth r a t e  o f  -consumption  during  the same 'time, 
These exports  (27 mi l l ion   tons)  w i l l  probably  represent   only 
of the t o t a l  consumption of OECD/Europe (481 mill ion.   tons) , ,  
slightly less   than   the   percentage   ob ta ined  for 198.b (6%)(1)* 

3e . Soviet  sales of o i l ' t o  the'.rèst' o f .  'the Free  VJorld, i n  
par t icular   thc 'uncommit ted countries, -seem l i k e l y   t o  grow consi- .  
derably  during the next few years ,  The g r e a t e s t   e f f o r t  will 

..'probably  be made i n  the d i r e c t i o n  of , the  where 
the  volume of s a l e s   cou ld   i nc rease  from 8 5 t o  
1 2  mi l l ion  tons, and  even 25 mil l ion   tons ,  i n  1970, This  latter 
f igure,   equivalent   to-more  than 3 .times the level of expor t s   i n  
1965 could  only be achieved a t  t n e   p r i c e  of b i g  concessions t o  'the 
buyers   (bar te r   dea ls ,  credi ts ,  payment i n  non-convertible 
currenci 'es)  made with a view to   equeez ing   ou t   t rad i t iona l   Suppl ie .& 

(1) Total  Consumption f igures   have  been  takm from O X D  o i l  
Stat is t ics   1964  (Supply  and Demand) and from the Report  by 
the OECD Special  Committee for o i l  e n t i t l e d  " o i l  to-da~-1964"* 

. .  Total.  consumption,  which amounted. t o  31408 mil l ion   tons  in 
1964 ,  hag been assessed, for  1970, On a Conservat ive  basis  
a t  about 481 mil l ion  tons.  
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Indeed ,   the   ra te  o f  economic growth'in: most of  the uncommitted 
coun t r i e s   be ing   r a the r  low, such a l a r g e  inc rease   i n   Sov ie t   s a l e s  
seems un l ike ly  t o  r . e s u l t  from  any p ropor t iona l   . i nc rease   i n  demand, 
and  therefore  eould  only be achieved a.'s a.  result of changes i n  the 
geograph ica l   d i s t r ibu t ion  o f  fue l   impor t s  in  these countries.  . .. I 

B, Recent  developments 

4. Whereas i n  many sec to r s  -of its econcmy the Sovie%  Union 
has  not  succeeded in  reaching  the  goals  of  the Seven-year Plan, 
1959-65, in the f i e l d  02 crude oil product ion  resul ts   have  been 
equal t o ,  and  even  exceeded,  expectations,  Production  has  risen. 
from l13 m i l l i o n   t o n s ' i n  1958 t o  243 million  tons  in  1965,  growing 
a t  an  ,annual average r a t e  of about. X1,6$, During  the 'same peric;;d, 
exports  .of crude o i l  and  petroleum  products made considerable 
strides, inc reas ing  f rom l8,l mill ion  tons in 1958 t o  56,6 mi l l ion  
tons. i n  1964. Their volume i n  1965 is  not   ye t  known; most  recent  
e 'st imates seem t o ,   i n d i c a t e   t h a t  they m i g h t  have t o t a l l e d  some 63 
mill ion. .   tons .   Their   annual   average  ra te  of growth - much higher 
than t h a t  of production .- during the period  covered by the Seven- 
Year Plan would therefore  be about 19.5% 

5. :. Table A a t  annex i n d i c a t e s  the development o f  Sovie t   sa les  
t o  the various  importing  areas  during  the period 1958-1965, With 
the  exccption of those f o r  1965, a l l . f i g u r e s  have been drawn from 
the   t r ade   r e tu rns  of the USSR (.l), They may d i f f e r  slightly from 
those.  of the OECD o r  of other  Western soumes. Haviever, the d i s -  
crepancies stemming f rom the use cf d i f f e ren t  methods and r u l e s  
o f  s t a t i s t i c a l   c o m p i l a t i o n  are  n o t   s u c h   a s  t o  i nva l ida t e  them. 
E'igures f o r  1965 a r e  estimates  based on Western saurces. 
Sa les  t o  the European, Zone of the OECD (2) ,  have grown more than 
four - fo ld   in   seven   ycars ,  f rom 4.4 t o  about 19 rriillion  tons  .in 1965, 
Their  annual  average r a t e  of growth which was very high a t  t h e  
beginning o f  the  p e r i o d  under examination,  slowed down considerably 
i n  1964 (loi'%), For 1965, provisicmal  estimates show t h a t   s a l e s  
have  .pract ical ly   remained a t  the i r   p rev ious   year   l eve l .   Table  B 
a t   a h e x ' s h o w s  how the  share  of impor ts  o f  Soviet  o r i g i n   i n  the 
t o t a l   i m p o r t s  of t he  European Zone of  the OECD has  .diminished; it 
fell from 6?5$ i n   1 9 6 1  .to ,5,7$ in 1964 and  should  decline  further 
i n  1965. This development is the opposite of tha t  o f  Soviet  elrpoTts 
.to the o the r   a r eas  of the Free XQpJld, the  increase of which i n  la& 
and i n  1965 was remarkable. . . . .  

6, ~ S o v i e t   . s a l e s  of o i l  t o  the developing  countries a re  
sub, iect   to  wide f luc tua t ions ;  the i r  growth,  however, has been 
StPi'Cing, i n   p a r t i c u l a r   i n   1 9 6 4   a n d   i n  1.965, a s  a r e s u l t  Of e f f o r t s  
by .Sie GSSB t o   e s t a b l i s h  i t s e l f  commercially i n  theSe COUIltPieGo 
Somil: of €he sales ,   notably  those t o  Syria,  Guinea, Yemen and E@;YPt 
a re .  linked 60 pol i t ica l   agreements ,  In  the  case o f  count r ies  ' 

suffer ing f rom a s c a r c i t y  of conve r t ib l e   cu r renc ie s  - Braz i l ,  

genera l ly  the r e s u l t  of barter  agreements.  
(1) These o f f i c i a l   d a t a   a r e   p u b l i s h e d   a t  regular i n t e r v a l s  by the 

(2) h?. a l l  Western Eupope with th& the exception of Finland and 

.Uru.SaY, Argent ina,   India;  Cey1on;'Burma - these   expor t s   a re  

Petroleum  Press  Service  which has been  used a s  the Source Of 
reference 

W p s l a v i a .  
NATO FESTR1CTE;a -4- 
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7 0  Recent  developments seem to   i nd ica t e  t h a t  during me- next  

few years,  the main expansion o f  Sov ie t   o i l   expor t s  w i l l  be i n  
countr ies  .-outside the European  zone' o f  th6 OECD, i n  p a r t i c u l a r   i n  

the-non-committed  countries and Japan, The l a t t e r ,  i n d u s t r i a l i z e d  
but   def ic ien t   in .   energy   resources ,  l i e s  mar the o i l f i e l d s  of 
Sakhaline  and of Eastern  Sibe.r ia .  The USSR i s  therefore  well placed 
t o   o f f e r  .;the Japanese  commercial  agreements  entailing the exchange 
of c r u d e . o i l , ,   n a t u r a l  gas o r  pe t ro l eum  p roduc t s   fo r   i ndus t r i a l  
i n s t a l l a t i o n s  an-d p ipe l ines .  .' While Soviet  o i l  sa les   have   no t  s o  f a r  
been limited by a lack  of la rge   capac i ty   t ankers ,  the USSR. m i g h t .  
inprove i t s  compe t i t i ve   pos i t i on   i n , the   deve lop ing   coun t r i e s  through 
the  expansion of i t s  tanker   f lee t (1) .   Indeed ,  these coun t r i e s ,  which 
a re   o f t en   sho r t  of  hard  currencies,  could h a r d l y   f a i l  t o  be a t t r a c t e d  
by the p o s s i b i l i t y  of procuring o i l ,  f o r  which a l l   c o s t s   i n c l u d i n g  
f r e igh t ,  could be p a i d   f o r  i n  loca l   p roducts  o r  non-convertible 
currencyo . In  addi t ion ,   cer ta in   deve loping   count r ies ,   fo r   re ' asons  
which.may  have l i t t l e  b a s i s   i n  sound economic management, i n s i s t  
on having. , their  own r e f i n e r i e s  ivhere. they  can  process   crude  oi l  O f  
t h e i r  choice; t h e s e   r e f i n e r i e s   c o n s t i t u t e  a p o t e n t i a l   o u t l e t  which 
the   Sovie ts   a re   seeking   to   explo i t ,  An add i t iona l  means of promoting 
Soviet  s a l e s  is. t o  be found i n  the agreements which the Soviet  Union 
has  concluded' with cer ta in   deve loping   count r ies ,  These agreements 
provide for  a id   (by  the g ran t  of c r e d i t s )  and  co-operation i n  pro- 
specting  for,   producing  and  refining  crude  oil .   "There  are  technicians 
from Communist countries  working on such   pro jec ts  i n  Afghanistan, 
Burma, Cambodia, Ceylon,. India ,   Pakis tan,  Iran and Egypt ,  F i n a l l y ,  
Finland and"Yugos1avia w i l l  probably  cont inue  to  - bûy l a r g e   q u a n t i t i e s  
of o i l  from. the Sovie t  Union, 

C. Future- prospects 

80 The ques t ion   a r i s e s  as t o  the extenB t o  which the Sayiet 
Union w i l l  be -able .   to   develop 'its exports during the period 1966- 
19700 Tkie volume o f  o i l  which . m i g h t  be exported depends  both on 
the .avai lab ' le  stwplus and  on the 'exis tence-  of su f f i c i en t   ou t l e t s ,  
Any f o r e c a s t   i n  t h i s  respect is hazardous, the nore s o  a s  Soviet  
s t a t i s t i c s  give no  information on $he consumption.of petroleum 
products by the var ious   sec tors  of the 'economy. Nevertheless,  by 
t a k i n g   i n t o  accoun$ the   p rpduc . t ion   o f .c rude  o i l j  Soviet   exports  and 
imports o f . ' o i l ,  8-very  approximate figure of t o t a l   i n t e r m l  derrand 
( inclu.ding-ref   iner ies  ' own.- consumption  and losses) may be deduced 
f o r  1965, 

Production 0 243 million tons. 
. ' \  Iinports . .: - 2 l? ~n 

,, . 
' . , ; 'Total a v a i l a b l e  : . 245 1' 

Less exports  : 62-64 
. 11 

l? 0 

Inte ' rnal  demand .': 1- " 
1C 

.F 

11) The. Soviets  hoped t o  be ab le  ' to car ry  in 1965 t he   l a rges t   sha re  
O f .  their  o i l   e x p o r t s   i n   S e v i e t  bottoms. I n  f a c t ,  Russian 
tankers   carr ied  about  61% .of such  expor.ts i n  1965, aga ins t  55% 
i n  1964. 
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In  a very  comprehensive  study of the  Soviet   petroleum  industry 
pub l i shed   i n  March 1964, the National  Petroleum  Council o f  the 
United  States   has   assessed  the r s t e  'of growth o f  t o t a l  consumption 
i n   t h e  USSR a t  776 a yea ro  between 1965 and  1970. If- th is  
percentage is accepted  as  a -working  hypothesis,  total  consumption 
( inc luding .   losses  and r e f i n e r i e s  own consumption) would reach 
254-25.7 m i l l i o n   t o n s   i n  19700 I n  t h i s  l a t t e r   yea r ,   a cco rd ing   t o   t he  
Five-Year Plan,  production of crude o i l  should be of 345-355 millia 
tons,  t o  which  should  be  addcd  about a mi l l ion   tons  of  petroleum 
products  imported from Rumania. I n  1970, the ba lance   ava i lab le  
f o r  Gxports  would,  therefore, be o f  about 89 t o  102 mil l ion  tons 
(crude o i l  and  petroleum  p,roducts), 

. ' go Many f a c t o r s ,  examined in  the  following  mib-paragraphs 
m i g h t ,  however, by a f f ec t ing   e i the r   c rude   o i l   p roduc t ion  o r  the 
l e v e l  of i n t e r n a l  demand, reduce  the  quant i ty   avai lable  f o r  export:  

(i) Annual average  &tes  of growth of c o a l  and natura.1 
gas  production  lower  than those scheduled i n  the 
Five-Year  .Plan 1966-197O0 During the Seven-year Plan 
1959-1965,  numerous d i f f i c u l t i k s  hampered coe l  
product ion  ( the new depos i t s  arc3 i n   S i b e r i a  where i t  
i s  ' d i f f i c u l t   t o   a t t r a c t  labot l r )  a s  ,well as t h a t  o f  
n a t u r a l   g s s   ( l a c k  of   large  diameter   pipel ines .  and of 
csmpressors).  , A worsening of opera t ione l  o r  
t ranspor t   p roblems  could   c rea te   bo t t lenecks   in  the 
primayy  energy  sector,  which m i g h t  be hard  to  break 
without  drawing on the suppl ies   of   crude o i l  dest ined 
i n   p r i n c i p l e   f o r   e x p a r t ,  

( i i )  A s teep   increase  of primary  energy  consumption, 
Assuming t h a t  production of pr imary   enerm would go 
up by an  average of  605% a year  between 1966 and 1970, 
t h a t  11% of production was expor t ed   i n  1965 
(AC/89-~~ /189 ,  paragraph ï 3 )  and t h a t  13% of it would 

, be i n  1970 (Nation.al  Petroleum  Council  estimate), 
i n t e r n a l  consumption  should  increase by about 6% a 
year between these two da tes .  This percentage 
seems somewhat low i n   r e l a t i o n   t o   t h e   y e a r l y   a v e r a g e  
growth r a t e  of 8*2%, f o r e c a s t  f o r  i n d u s t r i a l  
produc. t ion,   and '   to   the  effor ts   being made by. the 
Sovie ts  t o  acce le ra t e  - the e l e c t r i f i c a t i o n  of the 

'countryside,  t o  s u b s t a n t i a l l y   i n c r e a s e  the number of 
l o r r i e s ,   t r a c t o r s  and a g r i c u l t u r a l  machines  and 
l a s t l y ,   t o   r a i s e   t h e   s t a n d a r d s .  of l i v i n g  o f  the 
populat ion by . increas ing ,   in   par t icu lar ,   the-   supply  
of durable  consumer  goods (household goods motor-cars, 

. .  . 

' e t c , )  and by improving  housing  conditions, The 
. .  implementation o f  a l l   t h e s e   p r o j e c t s  should - towalids 

the end of t h e . - s i x t i e s  - lead  to  a subs tan t ia l   increase  

gas  and  petroleum) t o  the b e n e f i t ' o f  the- 
a g r i c u l t u r a l   s e c t o r  and the household  consumer, b u t  
a t   t h e  expense of the  exportable  surplus-.  

I i n  the  consumption of primary  energy  (notably  natural  
i 
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Delays i n  the development  of o i l f i e l d s  r ecen t ly  
discover'ed. The USSR .suffers from a shortage 
of i n d u s t r i a l  equ'ipments  needed to  produce, 
tran'sport  and re r ine-   c rude  oil i n   i n c r e a s i n g l y  
complex cond i t ions  ,as production  and %he range 
of needs grow,, . The ' sb l iga t ion   to   deve lop  con- 
cur ren t ly .  the chemical industry, the petro- 
chemical  industry  and t h e  a g r i c u l t u r a l   s e c t o r  . 

could  confront  the Soviet   p lanners  w i Z h  a pro- 
blem i n  determining the cor rec t  p r i o r i t y  to  be 
okFerved i n   a l l o c a t i n g  the re-sources  avail.abl@ 
for  investment  purposes.  

. . .. 

10. The repercussion of thlese various  factrbrs on the 
quan.tity o f  o i l   a v a . i f a b l e ,   f o r  exp0r.t i n  1970 cannot be ca l cu la t ed  
a t  the . p re sen t  s tage of implementation of the  Five-Year  Plan, 
1966-1970; consequent ly ,   the   es t imate   a r r ived   a t   in   paragraph  8, 
i.e, 89.to 102 mill;ion..tons,  remains  unchanged. It  is however 
reasonable   to   suppose-   that  the l e v e l  of  t o t a l   Sov ie t   expor t s  
will approach. the lower figure o f  t h i s  range. A s i z e a b l e   p a r t  
of  the Spvie t   sa les -  will be d i r ec t ed  toward the Communist . ' 

count r ies  of Bastern  Europe  which w i l l  be increasingly  dependent 
on imported  .energy  supplies  during the n e x t   f i v e  years. Rumania 
w i l l  b.e- the 'on ly   except ion  and w i l l  cont inue.   to   export   petroleum 
products(1).  

11; On the b a s i s  of various  es t imates  of  Eastern.  European 
countries '   energy  requirements  and impor ts ,  USSR sales of crude 
o i l  and  petroleum  products t o  these c o u n t r i e s   a r e   l i k e l y  t o  
reach a-minimum o f  32 mil l ion  tons by 1970,' The annual  average 

- rate  of- 'growth  between 1965 and 1970 would-be 8.08%. If this 
percentage were applzed t o  the f ive-year   per iod  1966-70,- 
aggregate  Eastern  European  imports  from the Sovie t  Union  would 
amount t o  138 mil l ion   tons ;  th i s  figure would  be 7,,8 mil l ion  
t'ons  .below the  planned  Soviet   exports (14'5.8 m i l l i o n   t o n s )   a s  

(1) .Accord ing   to  the N a t i o n a l   P e t r o l e u m ' C o ~ c i l ,   i n  1970, 
. . -  '.Rumanian exports will be shared out a s  f O l l O V J S :  

- l  . .. , .  
. .  

'USSR : . i mi l l ion   tons  
Eastern Europe: O , 5  n i l l i o n   t o n s  
Free World : 4 mi l l i on   t ons  
TOTAL : 5.5 mi l l ion   tons ,  
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forecas t   in   t rade   agreements  for t h a t   p e r i o d ( l ) ,  I n  addi t ion ,  
the  Soviet  Union w i l l  probably have to   cont inue  i t s  shipments 
t o  Cuba ( 5  mi l l ion   tons)  and t o  the  Far-Eastern Communist 
count r ies ,  with the l i ke ly   excep t ion  of  Communist China, 
(1 million  tons.) ,  T h i s  gives a t d t a l  o f  38 mill ion  tons f o r  
all the Communist countries - i oeo   l 3 ,6   mi l l i on   t ons  more than 
i n  1964, ' t h e  l a s t   y e a r  f o r  which o f f i c i a l  d . a t s  a r e   ava i l ab le  
( the  annual   average  ra te  of growth between X 9 6 4  and 1970 would 
be 7*7$), . The avai lable   balance which could  fl.uctuate  between 
5 1  and . .  64 mill ion  tons would beexported  to .the Free World, 

. . .  . . . .  

11) I n  1966-70, la rge   increases  in Sov ie t   de l ive r i e s  o f  crude 
o i l  and  petroleum  products a r e  scheduled t o  the  Eastern 
Zuropean  countries,  Planned  Soviet  exports  are  about. 133. 

j ec ted  f o r  1961-65,  These can be estimated f o r  1966-70 
on t h e  b a s i s  o f  Soviet/Eastern  European  countries'   trade " 

agreements f o r  tha t   per iod .  Of' this f i g u r e ,  39 mi l l ion  
metric  tons of  crude o i l  are   scheduled '   for 'czechoslovakia  ~ 

( a s  compared t o  22 mil l ion  tons hn the   p receding   f ive   years ) ;  
i5*7 mi l l i an   t ons  of crude o i l  t o   Bu lga r i a . (2 ,6   mi l l i on   t ons .  
were delivered  1961-64); and 6 mil l ion   tons  of petroleum 
products   (5 ,63  mil l ion f o r  1961-64). I n  the  case o f  Hungary, 
crude o i l  d e l i v e r i e s   a r e   s e t   a t   1 6   m i l l i o n   t o n s ,  compared to 
606 m i l l i o n  tons 1961-65. 

. .  mill ion  tons of c r u d e   o i l ,   a h o s t  23 times the l e v e l  pko- 

For Poland,  the 1966-70 trade.  agreement shows large  planned 
increases  for c rude   o i l ;  .i.e. 26 mi l l i on   t ons   a s   aga ins t  
8.5 million  tons  under  the  previous  agreement  (actual 
. de l ive r i e s  were 4.9 mi l l ion   tons) ,  Some c u t s   i n   o i l   p r o d u c t s  
are  appercntly  envisaged a s  a ,  r e s u i t  o f  g r e a t e r . P o l i s h   r e f i n i n g  
capaci ty ,  7,l mil l ion   tons   a re ,   forecas t ,   whereas  1961-64 
d e l i v e r i e s  of ref ined  products  were 7.9 mill ion-   tons.  

Despite the USSR/Soviet io& of Germany d i f f i c u l t i e s  re their  
b i l a t e r a l   t r a d e   a g r e e m e n t , ' c r u d e   o i l   e x p o r t s   a r e   l i s t e d   a t  
36 mil l ion   t ons ,   a s  opposed t o  15.6 mill ion  tons i n  the 
previous  agreement, 

In.-sum, i n  the  fuc ' l  and  energy  section where East Ehropean . ' 

dependence on the Soviet  Union has been mest. notable ,   large. .  
i nc reases  in Soviet   delivery  3.re  scheduled, if repea t  if, 
the 1966-.70 t rade   agreement . s   a re   to   be   fu l f i l l ed .  

. . "  . ,. , . . .  _ .  . .  
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D, Sales  to ' the  Free World 
. .  12, The long-term  tr.ade 
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agreements  concluded  b.etween 
c e r t a i n   c o m & i e s  and the  ÜSSR give  'an  idea Of . the  level.  Which 
might. be  reached by Soviet   exparts  O f  crude O i l  and  .Petrolem' pro- 
ducts tQ the  mropean Zone of  the OIEDO The trade  agreement. .  - . 

between ' I t a l y  and t& USSR provides f o r  R'USSian s a l e s  which would 
indrea'se  from 7.9 m i l l i o n   t o n s   i n  1966 t o  10.1 mill ion  tons '   in '  
1969;  during  the same period,  France W i l l  bW 2*8 mil l ion   tons  
8 yearo The pro tocol  f o r  1965,snnexed t o  the  long-term t r a d e  
agreement  (1965-1969.)  between  Greece and.  the USSR Provides for 
Ssviet  exports of 1,25 million  tons.  The t rade agreeman* -with 
Nomay p r o v i d e s   t h a t   t h e   l a t t e r  w i l l  i n Q O r t  4 ~ ~ , ~ ~ 0  tons 'of 
petroleum  products  in 1966  and  450,000 t ops  in  J967;  the '   one.-with 
Demark  mentions  yearly  sales O f  ~o.o,ooo "tons Of petroleum Pro-' 
ducts  util 1969. If a l l   t h e s e ' f i g u r e s ,   s l i g h t l y   i n c r e a s e a y w e r e  
considered  as  . representing  the  'Soviet  Szr leS  t o  these  Countries 
i n  1970,.  they would reacH',some'I.7  million  tons.  Sales t o  other  
European countries.   belonging t o  the OECD, i n   p a r t i c u l a r  Germany, 
Stveden, Aus t r ia  and Iceland,  might add up t o  10 mill ion  tons.  
I n  th i s  case,  t o t a l  Russian  exports t o  the  European Zone Of the 
OECD vfould  be  about. 27 mill ion  . tons:   i .e .  an increase  Of 8,2 
mil l ion  tons  over  .the 1964 f igure ,  which ..would imply an  annual 
average r a t e  of growth of 6.2% between 1964 and 19700 This exPrnt 
f i gu re  . is  based on a prudent  assesS.ment of the   oppor tuni t ies  which 
the  Soviets  would  have t o  b raaden   t he i r   ou t l e t s   i n ' t he   a r ea .   . I n  
the first p l a c e ,   t h e i r  s a l e s  i n  IYestern.  Europe .come. up against   the  
competï t ion.of  o i l  imported from the Middle East , ' .Nortki  Afrlcs and 
Nigeria; .   and,  in $he  second  place,  against  the  understandable 
re fusa l  of the  large  petroleum companies to  process  -Soviet   crude 
o i l  io t h e i r   . r e f i n e r i e - s  o r . t o  se l l   Sovie t   pe t ro leum,products   th rough 
' their-   markcting  networks.   Therefore,   Soviet   efforts w i l l  b e  di rec ted  
towards:  (a);Shose  countries where t h e   S t a t e   d i r e c t l y  OF i n d i r e c t l y  
owns refiner1e.s; ' :  a  "commercial  organization o r  the l e g a l  .means of' 
compelling  private .companies wi th in  i ts  boundaries to' pilrchase, ' . 

Soviet  o i l ,  ( b ) -  those  countries where  a number o f  sma l l  p r i v a t e  
firms' arc competing with the   l a rge  o i l  companies  and (c )   the   S ta te -  
owned en te rp r i se s  .of Western  Europe  which a re   l a rge .  consumers of 
fue l   ( r a i lways ,  gas and e l e c t r i c  power plants,   shipping  companies),  

13* Purchases of  Soviet   crude o i l  and  petroleum  products"by 
Finland,  Yugoslavia,  Japan,  together, which have  been  estimated a t  
808 mil l ion  tons f o r  1965, m i g h t  well   reach 12 m i l l i o n   t o n s   i n  
19700 The Soviet-Japanese  trade  agreement f o r  1966-1970  provides 
f o r  Japanese  purchases of' a t  l e a s t  4 t o  5 mil l ion   tons  a year;  
this figure  could  be  increased when, in   accordance  with the  terms 
of the agreement,  the  yearly  readjustment of t he   t r ade  flow between 
the two c o ~ t r i e s  takes   place,   In   addi t ion,  if the  Japanese  agreed 
t o  P a r t i C i P a t e   i n  the joint  development of t h  e o i u i e l d s  of 
f rkutsk  and Nahodka in   Eas te rn   S iber ia ,   Russ ian   expor t s  t o  Japan 
would subs t an t i a l ly   i nc rease ,  

. .  
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After al lowing f o r  exports   to   Vestern Europe  and  Japan, 
the  res idue of S o v i e t   o i l   a v a i l a b l e  for export   to  the developing 
c o u n t r i e s   i n  1970  would amount t o  between 1 2  and 25 mil l ion  tons.  
Th.e Soviet   p lanners ,   whi le   not   neglect ing  an  opportuni ty   to  
i n c r e a s e   t h e i r   s a l e s   t o  the  indus t r i a l i zed   coun t r i e s ,   a r e  l i k e l y  
to   concentrate  their  a . t tent ion on the markets  provided ,by the 
deve,loping  nations, where the b ig  o i l  companies a r e  sometimes 
more vulnerable, .  and subjec t   to , ' a l l   k inds   o f   p ressures  f rom th.e 
loca l   au tho r . i t i e s .  . .  

E. , Petroleum  imports by Communist count r ies  
P' 

15. A new development  has come t o  the f o r e  which might have 
ser ious   impl ica t ions  i f  i t  became widespread. The USSR and th.e 
Eastern  European  countr%es  are,  gradually  becoming  importers  of 
petroleum  and of naturaL .gas' from  the  Free World, Rumania has  
concluded a ten-year  agreement with I ran   involv ing   the-purchase  
of . c r u d e   o i l  t o  a value of $100 'mill ion,  Czechoslovakia'  has 
a l l e d g e d l y   l e n t  $15 million t o   I r a n ,   p a r t  of which would be re- 
imbursable i n   c r u d e   o i l ,  The Soviet-occupied Zone, Poland,  Hungary, 
and  Bulgaria  have  indicated:  that  they m i g h t  be i n t e r e s t e d  by 
purchases o f  o i l  i n   I r a n  and e l sewhere   in  - b e  Free World;: The USSR 
buys na tu ra l   gas   i n   Afghan i s t an ;   and ,   s t a r t i ng   i n  1970, I r a n  will 
d e l i v e r   t o  i t  l a r g e   q u a n t i t i e s  of this f u e l .  It  i s  very  uril ikely 
t h a t  these s t i l l  modest  purchases w i l l  have  any  repercussions on 
the . l e v e l  of Sov ie t   o i l   expor t s   du r ing  the period-1966-1970. A s  
regards   the  Eastern European count r ies ,  various d i f f e ren t ,   a l t hough  
not   mutual ly   exclusive,   in terpet 'a t ions of t hz i rqques t   fo r  new 
sourees o f .  supply may be  advanced: the wish t o  f i n d   c h e b p e r   o i l  
than   tha t   suppl ied  by t he  USSR, the f e a r   t h a t  the l a t t e r ' s   s u p p l i e s  
might   no t   increase   a t  the same r a t e   a s   t h e i r  own energy  ne,eds;. 
at tempts t o  f ind new o u t l e t s  f o r  t h e i r   i n d u s t r i a l   p r o d u c t s  by ex- 
changing them for o i l ;  commercial t r a n s a c t i o n s   e n t e r e d   i n t o  i n  
consu l t a t ion  with the USSR with a view t o   f u r t h e r i n g  Communist. 
propsganda i n  cer taLn-greas  o f .  the. Pers ian Gulf', The agre.ement 
reached by the  Soviet  Union with..the' Nat ional   I ranian-  O i l  Company 
may have  given  r i 'se t o  hopes i n   c e r t a i n  o i l  producing  countr ies  
t h a t  their  n a t i o n a l l y .  owned companies,   often  of  recent  inception, 
might a l s o  f i n d  i n  the Communist coun t r i e s   ou t l e t s  o r  intermediar ies  
which would enabio them t o  dispose of their o i l ,  

NATO RXSTRICTED 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



I 

I 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



1958 
1959 
1960 
1961 
1962 
1963 
1964 
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TABLE "B" 

U IMPORTS OF CRUDE OIL AlCD OF PETROLEUM PRODUCTS BY 
THE EUROPEAN ZONE OF OECD - 1958-19& 

T o t a l  importa ( 1) 

mill ion tons 

$ increase 
over 

previous 
year  

20.8(15.4 
14.8 
11.5 
14.8 
1565 
10.7 

Imports 
f'rom 

mil l ion 
tona 

JSSR (2 

4.4 
8.4 

12.3 
14.6 
16.1 
.I8,5 
18.8 

~" 

6 increas  
over 

previoue 
year 

- 
90.6 
46.2 
18.4 
10.4 
14.4 
1.7 

Share o f  
import 8 

from 
UBSR i n  
to t a l  

imports 

3.0%( 2 . 9%) 
4.8% 
6. .I% 
6.5% 
6.2% 
6.2% 
50% 

Sources:(1)1958 - Two f igu res   a r e   g iven  f o r  t h i s   y e a r  : t h e  first 
taken from a study  by  the OECD Commfttee f o r  O i l ,  
e n t i t l e d  " O i l ,  new developments i n   t h e  OECD 
Zone'' - 1960,  does  not  include  Spanish  imports. 
The second, shown between  brackets,   takes  into 
account  such  imports  (including  those  going t o  
the  Canary  Islands)  estimated by the OECD a t  
6.8 mill ion tons, 

1959 - Study by t h e  OECD Spec ia l  Committee f o r  O i l  
e n t i t l e d  ' ! O i l  Today - 196411. 

1960-64 - O i l  S t a t i s t i c s  (Supply and Disposal) conpiled 
by the  OECD S.@ecial  Committee f o r  Oil. 

(2 )  Trade  returns of the USSR, Import f igures  have  been 
rounded up ; however, percentages o f  growth  have Seen 
drawn from Table A, 
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