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| SOVIET 0IL '

Cufrcnt Performance

i. Last year the USS# produced 9'ﬁillion barrels per day of crudo.
oil, thcreby for the firstl%inc surpassing the US (which produced 8.9
mlllion) to bcconc the world's lcading producer. In addltlon it procured
'about 100 000 barrels ver aay from the Middlc East and Vorth Africa, almost
entircly'for shlyncnt to othcr Communlst countrles on Soviet account, The
-USSR itsclf 1mnorts enly Jcry small quantitles of petroleun products, mainly
- from Eastcrn Euronc. About threc~quartcrs of tho total supply of 9,1 milllon
. barrels pcr dqy went to. satlsfy the rapidly gr041ng nceds of the ch1et
cconony, lSZ was exnortcd to othcr Conmunlst coantries (primarily to Fastern
>Europc), and abont 10%, or 900 000 barrels per day, was exportcd tq'non~'
Communlst countrlcs to earﬂ forcign exchange. (Table l.tshOWS éévict oil
«trado wlth indiv1dual countries in l97b Table 2, éum@arizgs'SQVict oil

_ tradc for selccted years. sznce 1960 Y- ST ; -

5  2. Bcforc uhc aharp 1ncrease in- OPEC 011 Brlccs 1n Octobcr 1973, the

’pricc of Soviet oil cxnortﬂd.to the Wcst wag-. about the samc as, or a little
. lower than, the OP?C pricc, bccausc the USSR had to compete to nalntaln -its
_¥p§sitidﬂ in the-markct In fact, the price of Soviet oil cxported to non-
ACommunlst countries was usually lower than the srice the USSR chargcd its
| East t«‘uro‘pean alllns. As OPEC raised its ofl rrices the USSR followed suit,
-‘incrcaslng its vrices to malntaln thcir general reldtlonshin to those of
other suppliers of Western markets, Prices to Eastern Europe'uerc also
,incrcascd, but not as - much. They continued to be based on the avcra§e
for 1966~70 and remaired less than>83 per barrel through 1974, Early in

1 ' r




1975, howcvcr" the USSR n'cgojti.-atc‘d increases that raised the price 'Charng.‘ .
its East European customers to more than 37 per barrel (a figure lstiLL
bclow the price to Wcstcrn cu3t0wcrs) and instituted a sliding-gcale fonn_
ula calllng for annual price revisions bascd on the average world oil Price
for the preceding five ycaré. Undoubtedly the USSH will continue to folloy
OPEC'S 1pad;in inéreasing the pficc of o0il i§ exports to tbc West, Soviet
need for hard currency will gc an-incentive té raximize ;arnings by charging
as much 25 is compatible with maintalnlng its exports to the West, (Table 3.
compares recent trends in.Soviet and OPEC oil export prlccs.) -
Reserves ‘ ) ‘

3. The potential oil fesourcesvdf the Soviet Union'éfe iérgc;, Jusf
how large is not known because the USbK regards the size of lts oil rcservcs
as a’ state sccret Fragmcntary data from Soviet publications ;mply Hexploredt
reserves in the vicinity.bf 150 billion barrels, of which perhaps some o
billion bérrcls caniﬁc.regardcd'as sufficiently expiofed to‘bc équifalcnt

to proved rccovcraolc reschcs in the Wcst. (“he US “has provcd rcserves

of about 35 blliiOﬁ barrcls.) Host of the undeveloped Sov1etireéerves arc'“

locatcd east of the Ural Mbuntalns, cspecially in Wcst Siberia,zﬁherc
'cllnatc, tcrmaln, and working condltlons are dlfflcult. Substantial reserves
are also believed to bc located offshore in the Barents, Kara, and ‘East
Siberian Seas, and offshore from Sakhalln P0u33t1¢1 reserves gffshort

from Sakhalin 1n a 38,6OQ-square-mlle area out to 660—foot.wétcrbdepths

have been estimated at 30 éélliog;éc S billion barrels, of which about

half .may be under water depths up to 330 feet,
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Quality of oov’lct 011

L. The quality of Sonct C):'udc oil varies from region to region.
The crude of the Urals—\folga region has an asshalt base and a mcdium to
high s@fur ccntcnt (1% to 3% vy x-«cighf;) and salt, characteristics t’hat.
cause metal corrosion and c.c‘mphcatc reflnln — f-bout two-thims of
all Sov:ch, crudc oil nroduccd has a sulfur contont rangmg from. 0.59 to
2 0% by wclght Some 103 ha:x a high sulﬁur contant (more’ than 2%) and
the remainder. has a sulﬁlr content of O £% or kalow. =- The o:L'Ls of the
newer flelds in West. Sibcr’ia and on thc 71angy_lak Peninsula (Kazakh SSR)
gcncrallf havc a narafﬁn ,ba'sc and are low in s*ulfur content (less than.
1% by wclght) The Iangyshlak crude “oil, ho..ever, has a Vcry hlgh vax
»contcnt and pour point , tonds to solidlfy at 'bmveratures bolow 90°F,
and frcquently must be he;{;,ed for pmc]_’mc transzusuon.

5. - Host of the crude 011 cruortcd in recent ycara has come fron
'bhe large older flclds —-’Ronash}:mo, Ifukncmovo, A_I‘lan, Tuymazy — in
thc Urals-Vclga reglon. M’ost of these oils are slmilar in qua.ll‘by‘ ‘co Cae
medlum crudes fro:n Saudi Arabia and Iran. They. havc an API gravity of
_320 to 350 and gcnerally contain 1. 2% ‘to 1.69 smlfur, cJ‘d can bo pro-
cessed in rc‘fmcrics -that can handls Iuld;ilc East 011. In reécnt years, -
however, as oil production from Hest Sibteria hzs risen sharply, this ol
has -becn Diped to the Urals-V elg,a repion, blended with Urals-v'olga (ard
some ‘{angyshlak) crudos, and.delivered to Eas(,cm Europe and to cxmort
ports on thc Black and Baltic Snas via lerge-diamcter pipelines exte,ndlng
over distances of 1,000 to 2,500 mllcs. The piveline system that roves
West Siberian crude oil to consuming centers in the vestern regions ils.
bclr‘g cx.p ndcd The oi‘iupipel'_a'znc;_&ons.tructi.on vrogram has high prioxfity,
but substantial imports of Yestewn pipe and ancillary cqulpment are Qcogiod.
Despite the intensive effort to cxvend thie oil piveline notwork in rc_;cci‘.t

vears, at laast cne-third of all Soviet oil 5 tranavorted Ly rall.
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6. Tho quality of Soviet oil PFO‘dUCt‘S oxpvorted to the Hest 15
generally combarablo to that of products from Westorn Pofinomcs
The USSR has made a dcllbcratc cffozt to deliver high quality products
to Wostern customers; in many instanccs the vroducts sold to the Ylest |

are of higher quality than -those available for domestic uso,’

PR Y

Problcms_and.ﬁrosyccts
' Te Duriﬁg the past 3cv;ral years thc’fatc.of disco;éfy of new.
oil reserves has fallen behlnd'thc ratc of increcase in production, and
the rcqulrcmcnt for new. prLductlon caDaclty to offset dopletion of old
flclds has risen rapldly.- Thc major 01lf1clds 1n thc Urals-Vblga region
that contrlbutcd to rapld cxpanslon of outnut durlng the. 19503 and 1960s
arC'being depletcdbsomewhat faSter than antici?ated. Production from this
rcgion is béing~maintain;d hyAexténsivé water-flooding, use of imported
subﬁcrsibic’pumps,.and bf%exﬁibratioh'épd devolopment of smaller, deoper,
“and cconomically‘less'éttfaétiVe dcnosits.: Increases in 011 productlon
durlng 1076—80 w1ll cons urimarlly fron reschcs in wést431bcr1a angd, B
i Kazakhstan. .
A"8;, WOst Slbcrlan nroduct101 of crudc oil will account for qbouu
.TBO% of total ovict outnut in 1975, and approximnately one-half by 1080 -
Even the ranldly 1ncrcasing productlon from WeSU Siberisg may be insul«
f1c19nt to offsct the need for oil from new sources within a few yoars..
After 1980, tochnical problems may cause producticn from the West Siberian

fields to slow'dovn somewhat and additicnal increases in cutput will have

to como from new reserves as yot undiscovered. Soviet geologists have been

- -
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inStmcpcd to incr’oéiao tﬁoir ef-fo'rts in axploring East Sibér’ia, an area
vhaere geological conditions, climate, and iogistic problcmis will be 'cV'on
moxlo troublesome than in Yost Sib?riav To maintain its position' as a:
not exporter of oil during the next 15;é0 years, the USSH will havc,.to
reduce drastlcally its rate of increase in -oil consunPtion. Apparently
some. of this. rcuuctlon is to be acconplished by substitutlng natural gas,

which is moro readily available, and by increasod use of cogl in some’

applications such as in large thermal powerplantse No matter what course

. the USSR takes, its role in world oil;trédeiuill remain small during the

ncxt 15-20 years.

9. In the perlod after 1980, increasss in wroduction will have to

_come from'as'yet-undiscovergd rcschcSZonshorc-(pmrhaps:ln East.Sibcria),

or from the as yet largely unexplored rcscrve§-ciféhore.. Soviet eip;ri;ncé

‘with offshore oil has been limi%ed chiefly to fhc rélaichly-shallow waters

of the Caspian and Black seas where operatlonu are conductcd from trestlcs

or "man-made islands“ It :Lt is to move :mto ’thc greatcr denths and morc

dlfficult condltloﬁs offshore from Sakhalin and Aa. thc Arctlc scas, aéécss_

to Westcrn cxnerlcncc, tcchnology, and equipmcnt will bc csscntlal-.
1C, Tentative forccasts advanccd by Soviet ‘sources for the pnrlod

up to 1990 indlcatc that the USSR hopcs to satisfy almost all of its

own needs while orov1d1na a grow1ng surplus for cxnort. AchleVemcnt~of

these objectives will be very difficult, gchn‘thc serious problcmq that

l(‘

will be encountered in locqping and'exploltlngsrnscrves in 1nhospitablc

regiong and the need for technolcgical improversmt,
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11. The USSK lecks sophistic__atc;d 'gcophysical tools, such as modern -
seismic equipment and computérizcd field ﬁﬂits, vsed routiﬁcly in the
West. Without such cquipment Soviet capability to locate decp structures
is limited. Poér drilling equipment ié a bottleneck. Shortages of good
quality #ipc‘forvdrilling and casing, poor -quality drill bits, and undep-
powered mud;p;mps are among thcvitcms.that contribute ﬁé inéfficicnt oper-
ations in the field. The Soviet turbodrill is an cxcc]_'lent teol for the
relatively shallow hard rock structurcs prcviously encountered in the
" Urals-Volga reglon, .bu’c is 1neffic1ent at the dcpths from which most new
additions to reserves must now come., 3 .

12, The USSR has an agreement mth Iraq whereby it Will takc oil as
part paymcnt for helplng to dcvelopAIrgq1"011~flelds; _Thc Sovicts~rcportcd15
are also seék:ing_ to obtain oil- from Libya in payment fér delivery of military
cquipﬁnnﬁtand ar%;.' No firm estimates are available cbﬁécrning the amounts
of oil that thc USSR may procure ‘from uhcse or othcr OPEG countrles, but in
recent yc‘”’s ‘the amoun’os havc varlcd f ron lOO OOO to a]most 300 OOO barrcls
", per day. All of this 011 is dellvercd to othcr bommunist countrles on M?
"Soviet account and cases thc burdcn of‘ the USSR in prov:.dlng incrcasmg
amounts of its own oil to Eastern Europe. By 1980, thc-USSR may be
procuring some 100,000 barrels per day of. OPEC oil, pﬁmarily for Eastern

Europe., In f_hc short run, the USSR itself is unlikely to‘ import sizable
quantities of Middle East oil. Soviet ports are now gesred for exports,
- not imports, and there is littlc‘;xccss capacity in storage, pipeline,

and port hand'ling facilities. As a result, the system lacks flexibility,

abd.a sizable import capability cculd not be develeped for 3 or l; years.,

~




Soviet Oii Trade in 1974

EXPORTS : ) 2320
To Communist countries: . 1434
CEMA' S ~ 1333 °
----- R Eastern Europe: . . 1173-.
‘Bulgaria. o <217
Czechoslovakia . 296
" East Germany ~ 288
Hungary- N 135
Poland .o _ . o 237
Romania oL , -
Cuba T : 153
‘Mongolia - : Tl 7
Other: R R - . 101
_ Yugoslavia . . ) .76
North Korea - ) T 19
North Vietnam o B 6.
" To *‘Non-Communist countries: " B 886 -

" Western Europé

* ARustria

* Belgium

* Denmark
Finland?: .
‘France
Iceland .
Ireland . . .
Italy
Netherlands
Norway
Portugal
‘Spain o . e
Sweden S ' , 61
- Switzerland : 16 .
United hlngdom 18 -
West Berlin ° : L 11 =
West Germany : 127

._*.

* % % *Bex-# * % % %

o

* Hard currency countries -- total about 620, 000 barrels
"~ per day.




. . Thousand barrels/day
————————=arrels/day

Middle and Near East T 29
* Cyprus 2
Egypt - ' - : 5
Greece 21
Syria, ' 1
Africa _ : l " 23
w ~Ghana = . : 6 -
e T T “Guinea . 2
' * Ivory Coast - ‘Ngli.
Morocco ' o, ‘13
* Nigeria - Ngl.
* Senegal ’ L Ngl.
. ¥ Sierra Teone ; _ Ngl. -
Somalia - T .2
Asia N _ DR 52
"Afghanistan - - .4
‘Bangladesh - V o 3
India - . ‘ . .. 20
* Japan |, - ) T .25
* Nepal - ) - Ngl.
Latin America: - : . =
. ¥ Brazil A o oo 25
North America- .
¥ -Canada- . 3°
", IMPORTS '  108-
Crude Oil** .. . A 88
'I‘r'aq o ’ h o oo : 78—
. Egypt S '3
Syria 7
- Petroleum Products 20 .
- Romania g
~Poland 2
- Cuba 0.4
West Germany v <. 0.4
UK o 0.2
Others 8
* Hard currency countries -- total about 620,000 barrels
per day. ’ -

** Procured for shipment to other Communist countries on
Soviet account. : :
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Table 2, -

mm<wmwmoww.enmmm in Selected Years
_ (million barrels/day) A

1960 1965 1970 1971 1972 1973 1974

Exports . 0.66 1.29 1.91 2.10 2.14 2.37 2.32
To Communist countries: 0.30 0.58, 1.01 1.11 1.20 1.35 1.43
CEMA . 0.23 0.55 0.93 1.03 1127 1.26 1.33
Eastern Europe vam. 0.45 0.81 0.90 0.98 “1.10 1.17°

Cuba - 0.04 0.10 0.12  0.13 0.14 0.15  0.15
zos@mwwm , . _zmmwm __mzmﬂw. %m&ﬁ. .zmmpa.. Negl. 0.01 0.01

Other a/ 0.07° " 0.03  0.08  0.08  0.08  .0.09 0.10

' To the West: % mwhWM | . 0.71 yo.oo. .mhwm. MPNM, 1.02 0.88
© iestein Burope and Japan 0.28 0.52 0.78 0.8 0.83 0.91 0.78
Less developed countries " 0.08 o.Hm QqHN ouHm .o.HH . 0.11 0.10
Imporgs b/ 10.09 0.04 0.02 . 0.13 0:18 0,29 0.11
Net Exports 0.57  1.25 1.89 © 1.97 1.96 2,08 2.21

11971

a. Includes Yugoslavia, North Korea, and North Vietnam

b. Almost entirely crude oil p
to other Communist countries on
‘enter the USSR. , .

rocured

from the Middle 'East and North
Soviet - account. Only small amounts of

(and PRC in 1960 and 1965).
Africa for shipment
petroleum products




Tablc 3 . ’

0il Ekport Prices

($ per barrel)

1972 1973 1974
FOB Price of Soviet oil g/
_To Wequrg_@ggqée o 2.45 4.60 - 9.00
T; Eastern Europe , - 2.55 f 2:90'. 2.90
'FOB Price of OPEC crude oil b/ - ©1.53 2,19~ ~ 9.57

‘a. The Soviet prices for 1972 and 1973 were derived from ruble
values of both crude oil and petroleum product exports and hence
are not comparable to the OPEC crude.oil prlce. The Sov1et ‘

prices for 1974 are for .crude oil only. - .
b. Average welghted cost of benchmark llght Saudl Arabia crude

oil.
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