
NAT 0 
EXEMPLAIRE 

CON F IDE N T l A L COpy 

ORIGINAL: ENGLISH DOCill1ENT 

N° 

29th August 1980 C-M{80)45 

THE ALLIANCE AND THE PROBLEr·! OF OIL SUPPLIES 

Note by the Acting Secretary General 

1. In accordance with the rünisterial Guidance for Civil 
Emergency Planning(l), the Petroleum Planning Committee was 
requested to: 

305 

(a) determine the demand for petroleum products to meet 
civil and military defence needs which can be foreseen 
for a period of crisis and for the initial period of 
hostilities and the general scale of such demands for 
continuance beyond; 

(b) assess in regard to oil, world trade and NATO's dependence 
on non-NATO sources of supply; and 

(c) examine critical requirements and identify bottlenecks of 
the oil industry. 

2. A report regarding subject (a) above, effectively an 
update of C-M(73)94, was noted by the Council on Ilth May 1979(2). 
The present report, which is based on the situation as of June 1980 
and on the most recent information and statistics available at that 
time deals with subjects (b) and (c) above. It is effectively an 
update of C-M(75)9. 

3. The main purpose of this study was to assess the size and 
character of possible consequences of oil supply interruptions by 
comparing NATO's essential oi1 needs with different oil supply 
situations. Bearing in mind this broad purpose, it was not possible 
to describe the situation in each one of the oil exporting countr1es. 
Under present circumstances, however, some information on oil imports 
from Iran isconsidered to be useful. This information is in Annex L 
to the report. 

4. There are certain indications that the structure of the 
international oil market is changing. These changes, some of which 
are briefly described in Annex M, might cause the need for adapting 

This document inc1udes: 13 Annexes 

c-M(77)17 (Revised) 
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the present NATO crisis management anci wartime arrangements in 
regard to oil. The Petroleum Planning Committee will continue to 
monitor these developments and assess the need for adapting NATO 
arrangements. 

5. The following conclusions from the report were endorsed 
by the June 1980 Plenary Session of the Senior Civil Emergency 
Planning COmmittee(1)(2): 

(a) the Alliance remains heavily dependent on oil imports 
from non-NATO sources; although IEA and EEC member 
countries have agreed on oil import ceilings, there is 
not expected to be any significant reduction in the 
extent of the dependence in the near future; 

(b) this dependence constitutes a permanent risk to the defence 
posture of the Alliance. Apart from the economic and 
financial strains caused by increasing oil priees which 
may weIl have negative effects on NATOls overall defence 
capability, there is the permanent risk of interruptions 
of supplies from major e~~orting countries. The IEA 
sharing scheme and complementary EEC arrangements have 
never yet been activated and their effectiveness in meeting 
NATOls specifie needs is difficult to judge., It is there
fore important to make progress in further developing 
flexible NATO arrangements ,;,i th regard to oil (3) ; 

(c) the dependence on non-NATO sources of oil supply could 
weIl have very serious consequences in war. North Americals 
increased dependence on oil imports has reduced its 
capability to support a defence effort in Europe by 
diverting shipments originally destined for North America 
to Europe and/or by shipping oil from North America to 
Europe. However, North America's support would be of 
vital importance for the armed forces and for essential 
civil purposes, also because the European share in NATOls 
oil consumption in \'lartime might be higher than in peace
time; 

(d) NATO might be able to maintain its defence capability in 
war for one or two months without imports from major non
NATO sources only'if stocks and refinery capacity were 
still available. Stocks and refineries are in general 
not secure and they coulè. ''1ell consti tute prime targets. 
Sufficient product stocks for military and civil purposes 
"Jill be of vital importance, especially in the early 
periodof war. !bey would also provide insurance against 
losses of transatlantic convoys and ease the burden of 

- 5, tem • 
2 AC/98-D/952 and Corrigendum 
3 AC/12-D/688(Revised) 

AC/98-D/946 
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naval escorts in providing oil shipment protection. 
There is a need to review the wide variety of arrangements 
regarding civil and military reserve stocks and their 

.inter-relationships \'lith the aim of assessingthe need 
for adaptations or additional arrangements; 

in wartime, offshore installations and refineries are 
very difficult to protect from direct military attack. 
The level of protection against sabotage might, however, 
be raised significantly by a relatively modest increase 
in protective measures. Any such additional safeguards 
would be weIl worthwhile since offshore crude oil 
production is an important indigenous source of supply 
and the importance of refineries is greater because final 
products form only t"lo-thirds of stocks; 

(f) NATO's dependence on non-NATO sources of supply and the 
remedial measures to be taken are both important and 
complex issues. The outcome of this study again emphasises 
the need for flexible and coherent planning to ensure the 
availability and equitable distribution of oil supplies. 
This was recognised by the Council when it tasked the 
SCEPC with the co-ordination of aIl Alliance POL planning 
for crisis and war. 

6. The June 1980 Plenary Session of the Senior Civil 
Emergency Planning Committee also: 

(a) invited the PPC, in conjunction with military authorities 
and other interested NATO POL planning bodies, to report 
on the arrangements regarding civil and military reserve 
stocks and their inter-relationships and to assess the 
need for adaptations or additional arrangements; 

(b) drew the attention of national authorities to the 
importance of the protection of offshore oil production 
facilities, refineries and storage facilities against 
sabotage and other forms of attack; 

(c) invited the PPC to submit to the SCEPC an updated report 
on NATO's dependence on non-NATO sources of oil supply if 
significant changes occured in the supply situation and, 
in any event, in 1983; 

(d) endorsed a statement by the Chairman of the PPC concerning 
the need for an adequate oil data base at NATO 
Headquarters(l). 

(1) Annex N 
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7. The Council is invited to note this report, the progress 
achieved so far in response to the remit given by Ministers in their 
1977 Guidance for Civil Emergency Planning and the follOi'l-UP action 
initiated by the SCEPC. 

(Signed) Rinaldo PETRIGNANI 

NATO, 
1110 Brussels. 
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THE ALLIANCE AND THE PROBLEM OF OIL SUPPLIES 

Report by the Senior Civil Emergency Planning Committee 

ORIGIN AND PURPOSE OF THE REPORT 

. - 1 •.. In accordance with the guidance for CEP, given by 
the Counci1 in Ministerial Session, the PPC, in its work 
programme for 1977/78(1), undertook to: 

(a) determine the demand for petro1eum products to meèt 
civil and military defence needs which can be foreseen 
for a period of crisis and for the initial period 
of hosti1ities and the general scale of such demands 
for continuance beyond; 

(b) assess in regard to oi1, world trade and NATO's 
dependence on non-NATO sources of supp1y; and 

(c) examine critical requirements and identify bottlenecks 
of the oil industry. 

2. The June 1977 Plenary Session of the SCEPC, inter alia, 
approved (2) the setting up of an Ad Hoc Study Group on the 
Alliance and the Problem of Oil Supplies t which was tasked to 
carry out the studies mentioned under (a) to (c) above. 

3. A first report regard1ng subject (a) above was noted 
by the Counci1, by the silence procedure, on 11th May, 1979 (3). 
That report, dealing with the main demands for petroleum 
products for civil and military defence needs, is effectively 
an update of C-M(73)94. 

4. The present report which is based on the situation as 
of June 1980 is dea1ing with subjects (b) and (c) above. It is 
an update of C-M(75)9 and there is, therefore, a simi1arity in 
the structure of the old and the new study. Its main 
e1ements are: 

A. Sources of supply 

A1. Indigenous production 

A2. Crude oil and product imports 

A3. Effects of interruptions of supplies in peacetime 

- , paragrap 
AC/98-DS/121, Item II 
C-M(79)24 
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B. Supply and demand during a crisis and the 
initial period of hostilities 

B1. The demand for petroleum products for defence 
needs 

B2. Supply shortfalls and crisis and wartime demands 

B3. The availability and the use of stocks 

5. The main purpose is to come to an assessment of the 
size and character of possible consequences of oil supply 
interruptions by comparing NATO's essential oil needs with 
different oil supply situations. 

CONCLUSIONS 

6. The following conclusions can be drawn from the 
results of the study: 

(a) the Alliance remains heavily dependent on oil imports 
from non-NATO sources; although IEA and EEC member 
countries have agreed on oil import ceilings, there 
is not expected to be any significant reduction in 
the extent of the dependence in the near future; 

(b) this dependence constitutes a permanent risk to the 
defence posture of the Alliance. Apart from the 
economic and financial strairis caused by increasing 
oil priees wh1ch may well have negative effects on 
NATO's overall defence capability, there 1s the 
permanent risk of interruptions of supplies from 
major exporting countries. The IEA sharing scheme 
and complementary EEC arrangements have never yet 
been activated and their effectiveness in meeting 
NATO's specifie needs is difficult to judge. It is 
therefore important to make progress in further 
developing flexible NATO arrangements with regard 

... , to oil (1); 

(c) the dependence on non-NATO sources of oil supply 
could well have very serious consequences in war. 
North America's increased dependence on oil imports 
has reduced its capability to support a defence 
effort in Europe by diverting shipments originally 
destined for North America to Europe and/or by shipping 
oil from North America to Europe. However, North 
America's support would be of vital importance for the 

(1) AC/12-Dj6SS{Revlsed) 
AC/98-D/946 
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armed forces and for essential civil purposes, a1so 
because the European share in NATO's oil consumption 
in wartime might be higher than in peacetime; 

(d) NATO might be able to maintain its defence capability 
in war for one or two months without imports from 
major non-NATO sources only if stocks and refinery 
capacity were still available. stocks and refineries 
are in general not secure and they could well constitute 
prime targets. Suffic1ent product stocks for military 
and civil purposes will be of vital importance, 
especially in the early period of war. They would 
also provide insurance against 10sses of transatlantic 
convoys and ease the burden of naval escorts in 
providing oil shipment protection. There is a need 
to review the wide variety of arrangements regarding 
civil and military reserve stocks and their inter
relationships with the aim of assessing the need for 
adaptations or additional arrangements; 

(e) in wartime, offshore installations and refineries are 
very difficult to protect from direct military attack. 
The level of protection against sabotage might, 
however, be raised significantly by a relatively 
modest increase in protective measures. Any such 
additiona1 safeguards would be well worthwhile since 
offshore crude oil production is an important 
indigenous source of supply and the importance of 
refineries is greater because final products form 
on1y two-thirds of stocks; 

(f) NATO's dependence on non-NATO sources of supply 
and the remedial measures to be taken are both 
important and complex issues. The outcome of this 
study again emphasises the need for flexible and 
coherent planning to ensure the availabi1ity and 
equitable distribution of oil supplies. This was 
recognised by the Council when it tasked the SCEPC 
with the co-ordination of a1l Alliance POL planning 
for crisis and war. 

A. Sources of supp1y 

A1. Indigenous production 

7. In 1979 indigenous production was 83 mio.t. in Canada, 
476 mio.t. in the United States and 99 mio.t. in NATO Europe. 
Taking into account average refinery 10sses of 10% (1), this 
was 91% of consumption in Canada, 58% of consumption in the US 
and 15% of consumption in NATO Europe. 

(1) This was done by multip1ying crude oil production figures 
by 0.9 
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8. A comparison with the 1972 figures which were used in 
C-M(75)9 shows that for North America the share of indigenous 
production in inland consumption dropped from about 70% to 62%, 
whereas for NATO Europe the share went up from about 3% to 19% 
between 1972 and 1979, which was mainly as a result of the 
rapidly-increasing North Sea oil production and of the lower ~ 
growth rate of oil consumption in Europe. 

A2. Crude oil and product imports 

9. Annexes A-H contain 1979 figures on NATO's oil imports 
from various countries. In Annex J the information from 
Annexes A-H is aggregated. In 1979 imports from various areas 
outside NATO (in mio.t.) were (1): 

TABLE l (2) 

IMPORTS FROM VARIOUS AREAS OUTSIDE NATO 

Million Metric Tons and % 

1'.2..:. NATO N. America' NATO Europe NATO Total 

From 

(a) OECD 1 (0) 5 (1 ) 6 (1 ) 
Non-NATO 

(b) Near and 129 (32) 353 (63) 482 (50) 
Mid-East 

(c) Africa 123 (31 ) 110 (20) 233 (24) 

(d) S+C America 111 (27) 16 (3) 127 ( 13) 

(e) EastemBloc 0 (0) 48 (8) 48 (5) 

(f) Indonesia 21 (5) 1 (0) 22 (2) 

(g) Others 19 (5) 
(Incl. China) 

27 (5) 46 (5) ~ . 

TOTAL 404 (100) 560 (100) 964 (100) 

l 

(1 ) Figures between brackets indicate the share (in %) in total imports 
from outsiQe NATO ' 

(2) Source for tables and 
1980/No. 1. 

annexes A-J: OECD Quarterly Oil Statistics 
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In addition to these imports, NATO North America imported 
18 mio.t. from NATO Europe, whereas NATO Europe imported 
only about 4 mio.t. from the US and Canada. 

10. The next step is to relate imports from the areas (a) 
to (g) to the total supplies available and to consumption in 
NATO North America, NATO Europe and the total NATO area, 
assuming average refining losses of 10% of crude oil imports. 
The results are: 

TABLE II (1) (2) 
INDIGENOUS PRODUCTION AND IMPORTS AS A % OF TOTAL SUPPLIES AVAILABLE 

Millions Metric Tons 

NATO N. America 

1. 1979 Oil Consumption 

2. Ind. Production 
(multiplied by 0.9) 

3. 2 as % of 1 

4. Imports from: 

814 

503 

62 

( a). OECD, non-NATO 1 
(b) Near and.M.East 129 
(c) Africa 123 
(d) S + C America 111 
(e) Eastern Bloc 0 
(f) Indonesia 21 
(g) Others (incl. . China) 19 

Total (a) to (g) 404 

5. Total av. su~plies (3) 
(lines 2 + 4) 907 

6. Total re-exports and 
stocks building 
(line 5 - line 1) 

. 7. Of which 
exports to non-NATO 

93 

13 

(55) 

(0) 

(14) 
(14) 
(12) 
(0) 

(2) 

(2) 

(45) 

NATO Europe 

516 . 

99 (15) 

19 

5 (1 ) 

353 (54) 
110 (17) 

16 (2) 
48 (7) 

1 (0) 

27 (4) 

560 (85) 

659 

143 

46 

NATO Total 

1,330 

602 (38) 

45 

6 (0) 

482 (31) 
233 (15) 
127 (8) 

48 (3) 
22 (1) 
46 (3) 

964 (62) 

1,566 

236 

59 

1 ource: uar er y as. 
2 Between brackets are shares (in %) in total available supplies (line 5). 
3 Oi1 trade between North America and NATO Europe is not taken into account. 
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Il. The importance of various import sources has changed 
considerably since 1972: 

(a) (i) Near and Middle East has a 4% share in North 
America's available supplies in 1972, but in 
1979 the share was 14%; 

(ii) The South and Central America share in North 
America's available supplies, which was about 
5% in 1972, went up to 12% in 1979; 

(iii) The African share in North America's available 
supplies went up from 4% in 1972 to 14% in 1979; 

(b) For NATO Europe thè African share went down from 23% 
to 17%, but the share of Eastern Bloc imports went 
up from 2% to 7%; 

(c) For NATO as a whole, the main change was an increase 
of the Near and Middle East share by 5%. 

12. Another development which should be noted is the change 
in dependence on product imports. The share of product imports 
in available supplies was: 

for NATO North America: 16% in 1972, 7% in 1979 

for NATO Europe: 16% in 1972, 18% in 1979 

for NATO as a whole: 16% in 1972, 12% in 1979. 

A3. Effects of interruEtions of sUEElies in Eeacetime 

13. The Ad Hoc Study Group on the Alliance and the Problem 
of Oil Supplies (1) was not tasked to discuss the risks and 
possible causes of interruption of supplies from the various 
areas. Statements on the effects of such interruptions can 
however be made. 

14. Recent experience has shown that even supply shortfalls 
which may seem to be of minor importance if expressed as a 
percentage of supplies to the Western world can easily lead to . 
serious difficulties for the consumers in a number of countries. 
Possibilities for short-term demand restraint are small as 
countries will wish to increase or at least main tain economic 
activity and prefer to avoid if possible compulsory demand 
measures. (See also paragraph 22 on demand restraint). 

(1) Sub-Group of the PPC, approved by SCEPC in June 1977 
(AC/98-DS/121, Item II) 
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Countries' oil market structure, oil product price systems 
and seasonal demand can have an important bearing on the 
consequences of supply shortages, which at first sight seem 
to be of minor importance. Therefore, it is obvious that the 
consequences of a supply shortfall of, e.g. 20% would be very 
serious. As the y realised the possible risks in 1974, a large 
majority of the OECD countries established the International 
Energy Agency (IEA). EEC member countries, too, agreed on 
certain oil cri sis arrangements which are mainly complementary 
to IEA arrangements. 

15. Signatories to the Agreement on an International 
Energy Programme (aIl NATO countries except Iceland and France, 
plus Austria, Australia, Ireland, Japan, New Zealand, Spain, 
Sweden and Switzerland) (1) have agreed to the activation of 
an emergency sharing scheme, should there be an identified cut 
of at least 7~ in supplies to one or more signatories. For any 
heavier cut, signatories would be required to introduce measures 
to restrain demand in their respective countries by not less 
than 10%. Supplies available to signatories as a whole would 
be allocated to signatory countries by the lEA on a formulated 
fair share basis. Signatory countries would report their 
respective supply an~ demand positions to the Agency while 
certain international oil companies, the "report1ng companies", 
would report to the Agency details of their operations which 
would lndicate -:ta: the Agency any imbalances in supplies to 
signatory countries. On that basis the IEA Secretariat would 
calculate the monthly allocation rights and allocation 
obligations of member nations. 

16. Assuming that the IEA's oil-sharing scheme and 
complementary EEC schemes would operate satisfactorily, a 
supply crisis would still hav~ serious consequences for the 
economy of the member countries. Increasing 011 prices and a 
lack of confidence in overall economic short-term developments 
could make it d1fficult to prevent inflation from going up and 
to maintain sound trade balances. Political relations also 
between Western industrialised countries would probably show 
more weak spots as the crisis extended over a longer periode It 
should be clear that the IEA's oil-sharing scheme however 
essential and useful, cannot solve aIl problems which would 
probably arise in an oil supply crisis. 

17. The consequences of supply shortfalls would be much 
more serious if the IEA were not operating or if its sharing 
scheme were "to become ineffective. As Table II shows, a total 
denial of imports from the Near and Middle East would be 

(1) Norway partlclpates ln the Agency under separate terms 
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disastrous, especially for NATO Europe'. An addi tional 
standstill in imports from Libya would bring the shortfall up 
to almost 18% for NATO North America, to about 60% for NATO 
Europe and to about 36% for the total NATO area. Even a 50% 
standstill in imports from the Near and Middle East and Africa 
would cause an emergency, with a potential of escalating 
quickly. ' 

18. It i8 possible that other intern~onal organizations, 
in their function of providing a mechanism for sharing oil 
supplies among participating countries in a crisis or in face 
of hostilities involving NATO, cannot serve NATO's defence 
interests. It is insufficient to rely solely on other 
international organizations because: 

(a) they might not operate in aIl circumstances; and 

(b) even when operative, complementary arrangements 
could be needed to meet specifie NATO needs. 

It is clear that NATO must be prepared to calI on NATO 
arrangements to ensure distribution of oil supplies in the 
defence interests of the Alliance. 

19. The PPC, in developing NATO flexible arrangements 
in regard to oil, is considering the steps to be taken under 
various circumstances. The basic approach is to provide for 
a phased activation of the NWOO, to match the developing 
situation and to facilitate a smooth transition from one phase 
to the next (1). 

B. Supply and demand during a crisis and the initial 
period of hosltlilties 

B1. The demand for petroleum products for defence needs 

20. I~ May 1979 the Council noted C-M(79)24, a report on 
the main demands for petroleum products for civil and military 
defence needs. The estimated military requirements for a period 
of 40 days (10 days Alert Phase and 30 'days of combat), and 
the minimum civil requirements for a 40-day emergency period 
were estimated and added together. The outcome of these , 
calculations has been compared with a 40-day peacetime civil 
and military requiremertt. This indicated that the overall 
40-day wartime requirement will probably be about two-thirds 
of the 40-day peacetime requirement. 

(1) See AC/12-D/688(Revised) 
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21. The estimates of minimum civil wartime demand used in 
prepar1ng C-M(79)24 must be viewed with caution. Such estimates 
are difficult to make and recent experience has shown that it 
can be very difficult for economies to accommodate even modest 
cuts in supplies. Problems encountered during the first half
year of 1979 suggest that projected lower levels of consumption 
might not be attainable for a longer period of time within the 
context of a viable war economy. Although governments might have 
more support for demand restraint programmes in wartime, there 
will be serious practical problems and thorough preparation is 
therefore necessary to ensure timely and effective implementation. 

22. Bearing in mind that the essential wartime requirement 
for some major products is more than two-thirds peacetime 
consumption, it should not be concluded that the essential 
requirements for all petroleum products could necessarily be 
met if supplies available to the Alliance were maintained at 
about two-thirds of peacetime levels. But to some extent, in 
the case of a 65-70% availability, the differing levels of 
wartime demand for various produèts could be met by: 

(a) 

(b) 

(c) 

(d) 

applying different draw-down rates on the stocks of 
the various products; 

changes in the refinery yields (see Annex K); 

transfer of supplies between member nations; 

substitution of oil products by other forms of 
energy (e.g. natural gas, coal) (1). 

B2. Supply shortfalls and<crisis and wartime demand 

23. Nevertheless, taking into account C-M(79)24, it 
would become very difficult to meet NATO's defence needs if 
supply were to fall below 75% of the peacetime level. Table II 
indicates that because of the higher level of indigenous 
production, NATO North America would still be above or close 
to the 75% level in many cases, even without imports from the 
Near and Middle East and Africa. But without imports from those 
areas, available supplies in NATO Europe would be below 30% of 
the normal level. 

24. In wartime supply losses would probably not be 
limited to imports from only one of the areas (~) - (g) 
mentioned in Tables l and II. It is, for instance, possible 

(1) For more detalied tnformatlon see AC/12-b/665 
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that the Alliance might lose 100% of Eastern Bloc imports, 
75% of Near and Middle East imports, 50% of African imports 
and 25% of aIl other imports from outside NATO. In th1s case, 
supplies available to NATO North America would decrease by 
about 20%, supplies available to NATO Europe would .c;l.e<?r.eas~ ..... 
by about 60%, and the loss for NATO as a whole would be .~ 
35-40%. 

25. It is clear that in wartime it will be difficult for 
the Alliance to limit the shortfall in supplies from various 
non-NATO sources. Additionally, transport of crude oil and 
products within NATO might be very difficult and many of NATOts 
own crude oil production installations are vulnerable to enemy 
action. This is especially true for offshore installations which 
are numerous (e.g. North Sea) and will become even more vital 
in the near future. 

B3. The availability and the use of stocks 

26. To make up the difference between supply and demand, 
NATO countries would have to draw on their stocks. Stock levels 
vary from country to country, and there are fluctuations for 
seasonal and commercial reasons, but the average overall stock 
level (crude oil and products) is about the equivalent of 90 days 
in NATO Europe, whereas it tends to be somewhat lower in North 
America. Total stocks usually consist of 30-35% crude oil stocks 
and 65-70% product stocks. How much of the stock will effectively 
be available for consumption in wartime will therefore depend on 
the availab1l1ty of refiner.y capacity. 

27. Three more reservations have to be made regarding 
the availability of stocks. First, stocks could weIl be at a 
low level at the outbreak of hostilities if oil has been in 
short supply during the preceding periode The lEA, in calculating 
countries' allocation rights and obligations, assumes that 
countries ha~e drawn on their stocks. Secondly it should be 
recognized that a proportion of the stocks is tied up as 
operating stockse The min.1.mum., level of these operating stocks 
can differ from country to country. The minimum l~vel will 
depend also on the seriousness of the supply situation and 
expectations for the future. In discussions in international 
fora figures between 30 and 60 days of total consumption have 
been mentioned as minima for continuing operations. These 
ranges of stock levels must b6 considered for planning purposes 
in determining stocks available for distribution in case of a 
peacetime oil shortage. The minimum might be lower in war 
because of the preparedness to accept hardship and the stress 
resulting from circumstances. Thirdly, stocks are likely to be 

.. concentrated near oil refineries and ports which are possible 
prime target areas. 
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CHANGES IN REFlNERY YIELDS - JET FUEL AVAILABILITY 

1. The Ad Hoc Study Group on the Alliance and the Problem 
of Oil supplies studied several aspects of changes in refinery 
yields, in crisis and war. Jet fuel availability is an important 
facet because of the ministerial decision to adopt aviation 
kerosene (F 34) as the standard jet fuel for land-based turbine 

,engined, military aircraft. The decision was based upon a number 
of NATO and national studies as to performance, safety, 
technical fpasibility and availab11ity, and the experience of 
the UK and France who were already using the safer fuel. The 
work to 1mplement this minister1al decision is being undertaken 
by AC/297(WG/4). 

2. A USAF report (AFAPL-TR-74-71) in 1975 stated that the 
use of aviation kerosene (F 34, NATO), AVTUR (UK) and JP8 (US) 
would put the Department of Defence in competition with US 
commercial airl1nes 1n that 19 billion gallons a year were 
availabl~ of which 13 billion gallons were used by the airlines 
and 5 billion gallons by the mil1tary. The report included 
assumptions of use by the scrapped US Supersonic Transport, and 
by Concorde. A Military Agency for Standardization report 1n 
1975 made the point, however, that previous fears as to poor 
refinery yields of kerosene as opposed tonaphthahad been 
dispelled by improvements in refinery practice. Report No. 93 
of the Advisory Group on research and devel~pment on "Future 
Fuels for Aviation" published in 1976, stated that aviation' 
kerosene accounted for 1-4% of the barrel in NATO Europe, 
whereas 10-12% could be made available from straight run 
distillation. European refiners would thus have no difficulty 
in supplying increased aviation demande In the United States 
about 12% of the barrel is used for all aviation fuels, but 
as a proportion of ,heavier fractions are "cracked" to produce 
40-45% of the barrel to meet US demand for "automotive" fuels, 
there is sufficient refinery flexibility to produce aviation 
kerosene. The report also suggests that shifts in energy use 
should lead to a greater proportion of the barrel becoming 
available for the production of aviation kerosene. 

3. AC/12-D/677 concludes that NATO requirements for 
military forces are about 3% of the barrel in peacetime, and 
are likely to at least double in wartime. Given the figures 
in AGARD report No. 93, and in Annex IV to that report, the 
opinion of JOS is that there should be no difficulty in meeting 
peak wartime demand for aviation kerosene without 1mpinging 
heavily on civil demand for middle distillates. 

4. Advice from the Directors JOS, sought by the Chairman 
of the Study Group, amply bears out this conclusion. While 
JOS(W) emphasises that his figures are necessarily only broad 
approximations, his advice is that 1n North America: . 
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(a) an extra volume of JP8 could be obtained by 
sacrificin~ 0.4 volumes of mogas and 0.8 volumes 
of gas oil/diesel; and extra 0.2 volumes of heavy 
fuel oil would then also be obtained. Similarly, 

(b) an extra volume of JP4 would decrease yields by 0.7 
volumes of mogas and 0.4 volumes of gas oil/diesel, 
with an extra 0.1 volume of heavy fuel oil~ 

(c) a switch of one volume of JP4 to one volume of JP8 
in refinery yield would mean the loss of 0.4 volumes 
of gas oil/diesel and a gain of 0.3 volumes of mogas 
and 0.1 volume of heavy fuel oil. (AlI these options 
depend upon refineries not being already near their 
economic maximum kerosene yields, which in general 
they are not.) On any likely supposition as to change 
of crude mixes, we conclude that the total Western 
hemisphere demand for jet fuels could be met, and this 
without reducing the yields of mogas or gas oil below 
those needed to support a war economy. 

5. In considering the same question for Easternhemisphere 
NATO, we again have the problem of what assumptions to make on 
the changed sources and mix of crudes. The JOS Directors' 
advice is that, on average: 

(a) 

(b) 

(c) 

an extra volume of JP8 could be obtained by 
sacrificing two volumes of gas oil/diesel, when an 
extra volume of heavy fuel oil would also be obtained; 

an extra volume of JP4 could be obtained by 
sacrif.icing one volume of gas oil/diesel, and 0.5 
volun.l.f:~s of mogas, where an extra 0.5 volumes of 
heavy fuel oil would also be obtained; 

a switch of on& vol~~e of JP4 to one volume of 
JP8would mean the loss of one volUIlle of gas ojl/dl.esel, 
and gain of 0.5 volumes of mogas and 005 volumes cf 
heavy fuel oil. 

6. In aIl cases in which a fairly large proportion of 
crudes processed are from existing stocks or indigenous supplies, 
the clear cobclusion is that jet fuel demands could be met, 
again without jeopardising minimum requirements of mogas or 
gas ail/diesel. However, the recent loss of Iranian supplies 
has led to difficulties in meeting aIl peacetime requirements 
of jet fuels. Some of these difficulties may be regarded as 
transitional, pending the adjustment of refinery outputs or 
restoration·of Iranian supply. It will always be necessary in 
such circumstances ta avoid drawing on stocks without full regard 
to defence needs while readjustments are made (1). 
(1) See also AC/12-WP/137 
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OIL IMPORTS FROM IRAN 

ANNE}{ L to 
C-M{SOJ§S 

1. In 1978 Iran was the worldts second largest oil 
exporting country. Exports almost came to a standstill in 
January 1979. They increased later on, but average exports 
were only 1 million barrels a day (1) during the first quarter 
and 3 - 3.5 million b/d later in 1979, whereas the 1978 
average was 5.2 million b/d with a peak of 6 million b/d. 

2. The table below illustrates the decreasing rÔle of 
Iran as a supplier to NATO: 

IMPORTS FROM IRAN 
~ 

In million . As % of imports As % of 
me tric tons from non-NATO countries consumption 

12Z§ .12Z2 1978 .1.2.Z2 1978 lm 
91 40 16 7 19 7 
48 25 10 3 6 3 

3. Japan was a large non-NATO importer of Iranian oil. 
In 1978 Japan imported 39 million metric tons, 17% of Japanese 
oil imports and 17% of its consumption (2). In 1979 imports 
from Irattwere down to 24 million tons, about 10% of total 
imports- and 10% of Japanese oil consumption. 

4. In order to arrive at an estimate of 1980 stock levels 
Western experts in 1979 developed OPEC production scenarios 
which best.represented their views on the way production in 
1980 could evolve. In those scenarios the "best case" forecast 
for Iranian'production was 3.5 million bide The alternative 
was 2.8 million b/d, which was part of a scenario under which all 
discussed OPEC production costs would be realized. 

5. It is now clear that Iranian production in 1980 will 
probably on average be far below 2.8 million bide It was 
already below 2 million b/d in March 1980, probably only around 1 
million b/d in April and below 1 million b/d in May and June 198~. 

According to various oil industry and government 
experts Iran is makingefforts to replace former contracts by 
new sales to clients from Eastern Europe and neutral nations 
who are willing to pay the high price or who are receiving 
disguised discounts. Rumania is known to have increased its 
60,000 b/d contract to 100,000 b/d and East Germany, Poland and 
Bulgaria could also be customers for smaller quantities. 

1 m on arre s a ay = 
2 Japants indigenous crude oil to about 

1% of its oil consumption 
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6. It would be very d1fficult for Iran to rapidly increase 
its oil production and its ref1nery output substantially once 
a political decision to do so would be taken. Developments in 
1979 and 1980 have led to poor maintenance of installations, 
there are not enough experts left in Iran and the country is 
said to be short of modern equipment and spare parts •. 

~ 
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TRENDS IN THE STRUCTURE OF THE INTERNATIONAL OIL MARKET 

1. The structure of the international oil market is 
changing. The most significant factor causing this change in 
recent years is the increasing number of country-to-country 
contracts ("bilateralism"). 

For economical and political reasons oil producing 
countries are going to sell their crude oil more and more directly 
to the consumer-countries, whereby very often governments are 
involved. This development d1minishes the traditional r6le of 
the major international oil companies very seriously. "Petroleum 
Intelligence Weekly" recently estimated the majors' share of 
the total world-oil-supply this year at 58%; in 1973 this share 
amounted to 92%. ' . 

2. The consequences for the international oil supply are 
threefold: loss of efficiency (rising stocks, costs and priees), 
loss of flexibility (possible complications for sharing the oil 
in emerge.ncy-situations) and increasing influence of "politics" 
with aIl inherent risks. Two other developments worthwhile noting 
are the growing importance of the independent oil traders on 
the spotmarket and the increasing participation of the oil 
producing countries in downstream activities by building up own 
refinery-capacity (e.g. Saudi Arabia) and for processing deals 
with international companies. 

3. Whereas in the past downstream activities were more 
or less controlled by a limited number of international oil 
companies, oil exporting countries themselves are now looking 
for agreements with international companies, under which these 
companies would process and market oil on behalf of, for instance, 
Saudi Arabia's state-owned Petromin. In this way, the' oil 
producing countries would make more profit on each barrel of 
oil the y sell, at the expense of the oil companies since sales 
would be in the form of end-use products, such as gasoline. 
In effect, the producing countries would be renting the use of 
the companies' refineries as weIl as the companies' marketing 
and distribution networks. 

In the pa st the international oil companies generally 
avoided helping oil exporters enter the product market. They 
may now see more advantages in helping the exporters move 
downstream, such as possible improvements in security of supply 
and in operating efficiency. 
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STATEr-mNT BY THE CHAIRMAN' OF THE PETROLEUM PLANNING cor.tt;rr~TEË' 
C. 4 : . 

AT THE JUNE 1980 MEETING OF THE SCEPC INPLENARY SESSION 
.; . 

Mr. Chairman~, 

1. As theChairman of the PetroleumPlanning Committee 
l would. lll~e to draw your attention to the following. 

'Oil supplies as '\'1e all know are of vital importance. 
Taking into account the dependence on non-NATO sources and on 
vulnerable installations in NATO countries the supply situation 
constitutes a permanent risk to our defence. This' implies that 
we have to prepare contingency plans. We try to monitor oil 
market developments, we develop oil crisis management and'wartime 
arrangements and we organize training sessions for designees of 
the NATO "\'Tartime Oil Organization. 

2. It has now become absolutely clear that aIl this is of 
no real value if there is no adequate oil data base at NATO 
Headquarters. It is, for instance, impossible for cri'sis 
management elements of the NATO Wartime Oil Organization to 
provide sound technical advice and to develop policy proposaIs 
in case of an oil shortage without such a data base. / 

3. Creating and maintaining this data base, which would 
also facilitate the monitoring o~ oil market developments so that 
possible adverse effect on NATO's civil and military defence 
capacity can be recognized at an early stage, is an indispensable 
activity for NATO's International Staff. 

4. ~70dern technical equipment should be used for this data 
base; the International Staff both independently and in suppor~ 
of crisis management elements should have direct access to it and 
it should be kept up to date • 

5. The JOS(West) designees at several occasions have been 
most voca1 in their insistance that preferably two data analysts be 
added to the Civil Emergency Planning Directorate. The Director 
JOS(West) recently stated that a large pool of expensive 
experienced personnel provided by industry and governments to 
contribute to NATO Oil Emergency Planning must be 'complemented by 
the relatively minor expendi ture for one or two data analysts.' 

6. We., of course, realize tha t funds are limi ted. On the 
other band the resources made available to NATO's Oil Emergency 
Planning are most limited compared to the resources devoted to 
Oil Emergency Planning in the International Energy Agency and in 
the EEC. The IEA, for instance, will conduct a third test of its 
emergency system later this year and for the third time governments 
seem to see no problems in spending millions of dollars for that 
purpose. 
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7. We do not claim that NATals work is more important than 
that of other international organizations but it should be pointed 
out that much of the enormous planning effort and financial 
investment in the total area of defence could be wasted if there are 
no adequate arrangements for ensuring oil supplies in an emergency. 
An oil data base is the most vital element of such arrangements. 
I, therefore, ask the members of this Committee to strongly support 
future International Stafffs proposaIs for a limited expansion 
which is absolutely necessary so that the data base can be established. 
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