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Dear Mr.Vincent,
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Soviet o0il transport and delivery problems
(cfr. Decision Sheet iC/127(0)R/1),

The paper has bcen prepared by Norwegien
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represent the considered opinion of the
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We hope, however, that it may serve a
useful purpose in the future disdussions of
the Ad Hoc Study Group on Soviet o0il policy
and I should be grateful if you would cireuinto
this letter with enclosure to the other memdbers

of the group.,

Yours sinocerely,

(Signed) E, ULSTLIN

Nr. A. Vincent,
Deputy Head,
Boonomic Section,
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AD HOC STUDY GROUVP ON SOVIRT OIL PCLICY

. .. .Memorandum i'ransportation fsepects of
goviat Bloc OI!_ Exports '

Soviet and quld 011 Production and E;g'ortg‘ o 1957-59 .

In the attached Tadble 1, figures are Ziven for world
and Soviet Bloo o0il production and exports 1557-59,  ‘thile
production and exports in satellite countries have bBeen stagnant,
those of USSR have increased more rapidly than those for the
world as a whole, I S

In '1§59', Soviet oii'exporta“armunt‘.ed to about 25.4
million tons, of which, however, about 10,8 million tons went to
other communist countries, S ,

-~ . Rumanian oil exports to USSR iue 3 mi)lion tons in
1959; some went to.other communist countries, shereas sbout 2
million tons were exported outside .the Bloec.

'~ Bxoluding inter-bloc trade, the Soviét Bloc ‘exports
stood at about 16.5 million tons in 1959, or about 4% of total
world exporta. '

Destination of USSR Oil Exports

\ . Inforation on ,this_,,tépic,—' based on USSR statistics,
have been given in Peiroleum Press Service 1960, p.329 f., ofr.
NATO working paper LC/127(wP)66,

A48 already mentioned, 10,8 miliion toas in 3959 were
exported to other commmmist countries, another 10,7 millilon tons
to non-comunist Yuropean countries, end 3.8 miliion tons to
others, i,0. Latin America, ~frica and .sia,

Soviet Bloc Seaborne 01l Exports

The exports statistics as such 4o not show how the oil
has been transportced. It is kiown, that most of the exports to
Europesn satellites ere exportud by lend, largely by rail, The
new pipelino system (ofr, below) will soon cover most of these
requirements. Part of the Polish imports ere, howover, taken by
tanker from the Black Sea, and in Eastcrn Germany Rostook is being
devcloped a8 a large importing port (cfr. Petroleum Preas Service
1960, p.349). Statistics are not aveilauble to show which part
of Chincse 0il imports 1s carricd by land and which by sea.
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To ecountries outside the Soviet Bloc, practically all
oil is being trensported by med... .. . .

Thus, seaborne exporterof Sowiet Bloc otl in 1959 must.
have consfstediof: . o -

— . - - e i e e -

R

USSR/MWcstern Burope - © " ~° 10.7 million tons
USSR/other free world | 3.8 miliion tons
Rumanis/frees world: % 2,0 millton tons
Totel = = ' .. 16,4 million tons

AN , I S T o
plus a minor part of the 10.8 million tons sent from USSR to other
comunist countries, plus somc satellite/satellite trede. The sum
total may be a.bgut; 20 million tons scaborne 0il exports,

_ Thus, Boviet Bloe oil exports fn Y959 accounted for
4-5% of the intcrnational seaborne eil-trade, - Co

~ 4Allowing fer tenkers laid up, engaged in the grein
tredes, or.in United States coastal/interccestal trade, the active
world tanker tonnege in international tredc averaged during 1959
about 46-47 million Awt, It can thus be estimated that those
tankers, on an average, carried 9 times their dcedweight tonnage

‘4n the course of the year (egual to about 10 trips per ship).

Soviet Bloc seaborne 0il exports vere largely over
short hauls, It may be estimated thet the 14,5 million tons USSR
cxports to free world during 1959 could have been carried by
tankors making -on the avercge about 12-13 round-trips per year,
Thus, it sees that, even allowing for repair ti.e ctc., a tanker
flcet of about 1.25 millioh dwt. would have sufficed to carry
those exports, That would bc egual to 2.5 of total world tanker
tonnage, =nd 3% of that actively chgaged in internetional oil
transportation, ,, - -

Soviet Bloc 01l Txports 1960, and Geographioal Pattern.

According to Petroleum Press Service 1960, p. U445, .
USSR 01l exports to free Euroge are expccted to reach 15 million
tons during 1960, eas agg}nst 10,7 millton during 1959. Exports
to several non-EBuropesn countries have risen very strongly; a
3 year trade agreément with Jagpan provides for 830,000 tons
during 1960, lceving 3.4 million tohs to be imported in 1961/62,
Bragil is to take 600,000 tons annually 1960-62, ofr, FPS p.330.
Rus;ia has also undertakcn to cover Cuba's requirements, which
for 1959 were cbout 33 million tons, Allowing also for Rumanian
oil exports, the deliveries have not only incrcased in magnitude,
but_cven imore in tonnage requiremcnts, as one can fairly reckon
only 6 round voyages per year Black Sea/Cuba and 5 or 5.5 Black
Sea/Japan,
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Ble.ck Sca, Size of Tenkers employed

Bhd

Almost all the Bloc's seabornc exports are sent from
ABlcck Sea ports, Batum, Tuapse, Fovorossisk, end to some extent
Pdessa in USSR, and the Rumanian port of Constanza,

U

R

- With the exception of Novorossisk, the¢se ports only
provide for vessels with drafts about 30 feet, that is to say that
tenkers must be well below 20,000 dawt, to be able to load full
argoes, /(.8 will be shown below, almost all thc oil has actuaily
¢en shipped in tankers of 12-18,000 awt,

= it Novorossisk, it seems possible to take tankers with
=4 draft of about 36 fcet or about 40,000 dwt,
!

M

At Batum, it would probably be easy to arrange a ‘'sea
berth" for loading.at moorings in deep water far from the shore,
Eyo draft limitations might be overcome, :

Fbr “products", importcrs would probadly in any case
uprefcr to reccive the cargoes in "handy size" tankers, Products
:?ade up 55% of USSR exports in 1959.

For crude, refinerics might casily take lerger cargoes,
f they could thus obtain lower prices or freights, For short
Theuls, the limitations of draft and size, 1 ' wever, of little
importence to thc cost of transportation ar . ti is for USSR's
E?ompetitive'position.

SIF

C

2 Tor longer hauis,. larger tenkers yiclc the butter trans-
rt econowy., Ls alrcady mentioned, the pcssidb. .it- exists for
hsing thom at Fovorossisk, and it is clear from rec- .t USSR tonnage
Jorders and purcheses, that supertankers will in .. future bc used
E}o an increasing «xtent,

E@altic Poirts, Pigci;ne System

- - .
= Some 01l exports alsc take plac- rrom Klapcida (Lemel)
E}n the Baltic, but it hes hithcrto beer o _ere¢ triockle.

' The pipeline system from the Volga/Ural area to Central
é%urope and the Baltic is expected to bc Tinishcd by 1963 ond may

ave a capacity of 16 million tons per year, The branch to
Eylapcida will very soon dbe in opcration,

z It will substitute some tanker aid much rail transporta-

:%1on to Central LCuropuen satcllites, and largoly incrcase the USSR

rbility to ship oil from the Baltic to Finlend, Sweden and other

ENorthern countries, replacing Black Sca exnorts, and thus rvduce
anker rcquircments,
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.-t Klepcida itself, howcver, dreft is limited to about
22 fcet or to tonkers of 4-5,000 d&°t, This expleins the grert
USSR intcrcst in this size of tank.rs, efr. dbelow,

Algo, through Sibcria a great pipelinc system is being
dcviloped, Therc are plens for pipclines all the way to the
Peciflc coast, in which ccsc the tanker haul to Japen would
dwindle to a fraction and Black Sca oxports to the Far last might
be discontinucd, From the point of view of transport cconomy,
it may be doubtful whether such long piping will be cheaper. than
shorter piping to the Black Sena plus long tanker voyegcos,

Soviet Bloc Tanker lonnage

The oil exports of the Sovict Bloc are partly carried
in their own and paitly in othcr tankcr tonnege.

Table 2 shows how‘Sovict Bloc and vorld tankcer tonnaze
has devcloped during recent ycar=s,

LB will be seon, the.Boviet Dloe tanker flcets ore com-
paratively small, but thcy have incereased even more rapidly than
world tankcr tonnage, and last eummer accountcd for 2%5 with the
Russian fleet as by far the largest within the Bloeo,

Lloyds Re:gister gives the following information on the
sizc and age distribuiion of Russian tankers as per 30th June,
1960, The firures are in gross tons, A8 1 gross ruglster ton
for t~nk:rs corrcsponds to just over 1,5 deadwecight ton, thie
table corrcsponds eii with Jacobs' figures, pcriicularly bearing
in :'ind thut the irtter excludes vessels under 2,000 dwt, - see
Tobla j °

48 2ppunrs, the major part of the Russicn tanker flect
consists of tankcrs in thc group 6-10,000 grt,, tl.ut is about
10-16,C(0 dwt, .bout 65,000 grt., or 130,060 dut, are less than
4,000 grt. or abnut 6,000 dwt.; these veesols will barcly de
uscd in other foreign trrdcs than in thce Baltic and adjacent
weters, Of tankers over 10,000 grt., Russia as per 30th June,
1960, had only 3 units,

It also appcars from Table 3 that the major part of
thc Russian tanker flecet hes been built during reéent ycars, In
fact, the ncw building programme startcd cbout 1951, since when
85% of the prcsent flcet has been built,

Soviet Bloe Tanker Building Progremc, and other Tankeoy
LHeculsition

During the carly postwar period, little was done to
rencw or augment the USSR merchant fleet, The development
started in earnest ebout 1951, Of the total USSR fleet at the
cnd of 1959, 3.5 million grt., 2.2 million grt. had been ccquired

N.TO CONFIDENTIAL -8~
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8during 1951-59,  One third thercof had beon built in USSR, and
—~cnother third in other communist countrics, Finlcnd hod delivered
él}? » leaving 20% from other sources,

. The 7-yeer-plan for 1959-65 implies that an cvcn l-rger
r, sriion of the tonnage increments will come from USSR and othcr
. Bloec yards, :

TUREPU

Allowing for some scrapping, this would urchnses
(end new building of 5-6,000 grt., of which it appoah;gl%rgm Table 2
Rthat about 100,000 grt. may have been acquired by ‘30th Junc, 1960,
=~'his would leave 4-5,000 grt. or 600-750 dwt. on order on th-t
Zdrte or to be ordered or bought with delivery before the end of
=1965.
=l
2 The attached Table 4 shows Soviet Bloe orders as known
Sper 30th June, 1960, It embroces 31 vessels of 289,300 dwt, It
is intcercsting to note that 23 of the vessels with one third of
the tonnngc are in the 4,000 tons class, efr, sbove for Baltic

:reguiruments. .‘ :
J—( R
% The 1list is surely not complete, It must be assumcd

<that morc tankers wore on order at USSR yards, end also at Polish
—voards for USSR account,

)

= The Polish shipbuilding programme for 1960 delivery com-
~prises 72 vessels of 272,000 grt., of which 63% for exports, .argely
~to USSR, The tanker portion of the total has not becen steted.
@».nyhow, the crpecity existe for the construction of tankers of

= 5/40,000 dwt,, and a shipbuilding drydock for vesscls up to
7H65,000 dwt, is under construction,

o Polish shipbuilding is clecrly taken into account in
Qm)the USSR 7-year-plan, Reports frow Poland, Spring 1960, wcre
—for Russizn ordcrs of 122 vessels of 850,000 dwt. wich delivery
R1961-65, including tankers, ‘

@
= Terly in 1960, a trzcde agreement botwcen USSR cnd Japen

Emade provision for 5 tankers of 18-20,000 dwt, to bc built in
—Japen for USSR nccount, These tankers have apparently never
Abcen ordcred, - .

a In J.ugust, 1960, a mission from Sudoimport (Soviet

&ship Import Corp.) went to Japan to negotiate shipbuilding ordcrs,
="Japan Ship:ing & Shipbuilding" for Dccember 1960 reports that .
Zithesc negotictions have resulted in orders i.e, for 4 tankeps olted
#)35,000 dwt, each, with dclivery lst half 1962, They als: x‘gm;_
ﬁin the purchase of 2 new tankers, of 39,200 and ’30-000 g}' .onf
Opectiveiy. These vessels had been ordered by 'flrgs :h .
Svcniencc” owners, who had, however, not taken delivery of them,

Q .
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This dcal alone implies the acquisition of 6 tankers of
220,000 awt, .

Also othcr communist countrics have shown grcet interest
in the acguisition of tankers. Thus, Rumania has recently made
inquiries in Japan for the construction of 4 tankers of 10-15,000
dwt, each, clearly intcnded for Constanza loading,

During 1960, 3 Swedish tankers have been .80ld scecond-
hand to Soviet countries, all of about 13,000 awt, Two of the
sales wcre to Iastern Germeny and took place in the Spring, onc
to Bulgaria in the Autumn. Table 2 may include onsof the first
:gnkcrs, but at least 2 are in esddition to the stctistics given

cre,

Intercst has also been shown by USSR for tankcr ordering
or purchased in other countries than the Soviet Bloo and Japan,

It is clcar that Soviet tankcr tonnagec after lst July,
1960, will increase cven more rapidly than earlier, and no daiffi-
culty in fulfilling the 7-ycar=plan even before 19é5.

USSR _Shipping Policy

; In Times for 21st November, 1960, reference is made to
USSR mearitinmc tionsport and policy, In 1950, USSR imports and
cxports cccounted for 40,200 miliion ton-miles out of totel mari-
tinc trcnsports of 57,000 million ton-miles, Thus, 708 of the
ton-miics were in foreign trede, The ton-mileage in foreign trade
is pl-nncd to trcble by 1965,

It is also stoted that USSR vessels in 1958 carried
585. of USSR imports and c(xports, end that it is intcnded to increase
this proportion to 75¢ by the end of the 7-yeair-plen,

Notc i. study is bcing made of the transportation of o0il from
the Black Sea during 1960, by destination, by flag and for various
parts of the year, This study would give more prccise information
on thesc topics than available at the time of writing, Some of

the observations below si¢ therefore only tentative, The study

18 cxpected rcady before the meeting carly January 1961,

Tonnego Rcguirementis

Rcference 1s made to Table 5, It appcars that in 1959
USSR o0il cxports to non-Bloc countries could have been cerried by
a flcct of about 1,25 million dwt, in continuous employment
(including repair time)., Including Rumanian exports, about
1,5 million dwt, would be required. In addition, the sedborne
trades within the Bloec itself would claim tankcr tonnage, which
pcrheps may be estimoted from the special study,

.TO_CONFIDENTI.IL -10-
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#lth the large increase in USSR exports in 1960, to
Jestern Furope and particularly to Latin imeriea and Japan, it
seems likely that about 2,5 million dwt., will have been needed
to carry the Bloc's exports to other countries this year,

Assuming that satellite tonnage is employed in inter-
bloc trade only, and roughly reckoning that only USSR tankers over
6,000 grt,/9,000 dwt, have been employed in the exporis, USSR
would have had about 600,000 iwt, availablethrough 1959 and about
800,000 dwt, through 1960, ¢-prble of 1ifting hclf the experts
in 1959 2nd less thmn half in 1960,

'In any case, the balance is being cerried by other
tonnage,

Chartering for Soviet Bloc Exports, 1st half 1960

i’'08t charters for non-blo¢ tonnasge are known on the
tanker freight merket., 4 compilation for charters msde betwcen
lget January and 9th July, 1960, when ESSO declared its blockade
of owWners chartering vessels for Soviet oil exports, comprise 112
charteirs, Some 19 of these charters were known to be for non-
Soviet account, 4 for Chinese qr Polish account, 72 known to be
for USSR account, lesving 17 for unknown account, .-

It is thus clear, that the predominent part of the oil
is being sold cif, even moro so as soite of the charters for U3SR
account were for consecutive voyages, t/c/p or transportation of
large guantities, and as it perhaps may be assumed that all exports
by Soviet tankers tcke place on cif basis,

, 'On the other hand, the 1list docs not ¢ atain vessels
belonging to or on t/c/p to the importers themselves,

The vessels inci d in the list had an average corgo
capacity of 16,133 tons inc.ceting 17/17,500 dwt, Only 8 had
cargo capacities of 20,000 ctons and meore, maximum 24,000 tons,

Of the charters listed, 90 were for one single voyage

only, comprising 1,452,0CJ cargo tons,

The remaining 22 vere for consecutive voyages, time,
or were transportation contractsg, where the owner undertakes to
ship & certain quantity over a period. Applying in a few cases
estimates for the number of voyages covered (i.a, on t/c/p), it _
was found that these .22 charters or contracts provided transporia<

tion of 4,680,000 cargo tons, making a total of 6,132,000 tons
during just over 6 months, or 1 miliion cargo tons pcr month,
which mry indicnte zbout 1,1 to 1.2 million dwt. in continuous
employment (zllowing for bunkers end repairs).
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This 18 not to say, that the same quantity was shipped
under these charters during the period, several of the contracts
are still runrdng, On the other hend, several vessels were employed
in these trades during 1960 on charters made in 1959 or perhaps
even earlier,’ '

Wvhat 1t does give, are mini 8 for charteri
activity during l1lst half 1560, S .

*

Chartering for Soviet Blog Exports, 2nd half 1960

The number of fixtures and contracte reported on th
market since 9th July, 1960, has been considerasig smaller than
In the eerlier part of the year. Until 9th December, 1960, only

20 fixtures or contracts had been reported during just over 5
months, as against 112 during the first just over 6 months.

The number rggorted is, however, certainly much less
complete during the later period, Several fixtures can be under-
stood to have teken place, In many caases, the agreements have
been izade without the use of brokers.

Clearly, however, the blockade by LSS0 end other oil
companics have been effective in the sense that many owners have
abstained fror sntering into charters for the carriage of Soviet
Bloc oil. ’

On the other hand, it has not been effective in the
sense that less tonnage has been fixcd for such business,

The reported fixturaa may be presented as felling in
3 groups: -

(a) 6 rixtufea for single voyages, involving in all
96,000 tons of 01l, a mere trickle as c(.pared
to lst half of the year;

(v) 13 fixtures for consecutive voyages or time-charters,
Reckoning 12 voyages per year for the latter, this
group covers the transport of 1,681,000 tons;

(¢) one large arrangement. by the Mavroleon group
(London & Cverscas Freighters Ltd.), covering
22 ships averaging about 20,000 dwt., or about
440,000 awt, in all, This arrangement is
sald to be on the basis of consecutive voyages,
and to last at least 2, at most 4 yeers, With
12 voysges per ycer, allowing 10% for bunkers,
stores, etc., and reckoning 2 years only, this
deal would provide transportation for 9.6 million
tons of oil, :

IATO CON IDENTIAL B -12-
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' Adding up (a) 96,000 tons, {b) 1,661,000 tons, and the
mihimum figure for (¢) of 9,600,000 tons, one arrives at sbout
11.4 million cargo tons, Thus, even on the most conservative
calculation, the USSR chartering activity during these 5 months
have provided for the transportation of considerably more oil
than during the pre~blockade 6 months,

The nationality of the vessels fixmd during the first
6 and the following 5 monthe of 1960 has undergone a marked change,
as will be seen from Table 6, where the figures represent reportcd
Tixtures or contracts, not the number of trips to be made,

Black Sea 0il ‘If'rades, Importance to the Tanker Freight Markets

To appreciate the importance of the Soviet 0il exports
to the tanker market, one has t¢ bear in mind various aspects,

, 0il companies own directly or through subsidiaries necarly
LO% of world tanker tonnage., About 60% of the tonnage 1s owned by
"{ndependent! owners, and the balance by governments, i.,a, for
naval purposes,

Of the indepsendent tonnage, a major part is usuzlly held
on long tcrm cihcrters by oil companies, which by owned and long-
term chortured tonnzge thus usually cover 80-998 of their reguire-
ments, leaving 10-20% to the short-term market.

During the tenker market depression, which has lasted
since Sumer 1957, very few long-tcrm charters have becn made,
leaving an dnusuaily large proportion of the independciit tankers
on the short-term market or uncmployed, Soviet 0il exporte have
largely deen transported under short-tcrm charters, On this market,
therefore, this trade has had quite another relative importance
than migh£ bec gauged from its share of total world tankcr tonnage
employment, Westinform Shipping Report No.163 contains a study
of voyage fixtures, inecluding consecutives, lat Janu.ry, 1959/31st
March, 1960, which shows that 15,8% of the tonnage fixed was ror

Black Sea loading,

The tanker nmarket depression has been long and severe,
Rates have varied around an average of Scale - L5%, just enough
to cover operating costs for tankers of 30/35,000 dwt.  Super
tankers of this and larger size heve come to detcrmine the voyage
freight retes. which have been completely insufficient to cover
even operating expenses for "handy size" tankers, le? alonﬁ
intercst and capital charges. Therefore, owners of "handy tankers
have suffered most during the lepression and "haendy' tankers have
dominated the lay up statistics,

On account of draft restrictions, etc., super tankgrsil
have largely beun unable to compete for the trensportation o ho
from the Black Sea, "Handy size" tankers have therefore in those
trades had a market of thcir own, with rates set by thcir own
marginal costs, not those of super tankers,
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According to the Westinform study, Black Sea londings

comprised 27% of all loedings under voyage and consecutive charter
partieadreporfea during I§5§ end lst quarter 1960 for tankers under
20,000 dwt,

Factors influencing the Tanke¢r Market; United States Import Policy
L sreet many factors influence the tanker market, Freights

are determincd by supply end demand, Owncrs, 0oil companies and

inddpendents will react on increased decwands by ordcring new ton-
nage: indcpendent owners will in this situsiion oft.n be stimu-
1ate5 by cil compeny offcrs for long-term charters for new buildings
a8 well o5 for cxisting tonnecge, If the shipbuilding capacity
eppcers to be a bottle-neck, the orders may db< for delivery several
years eshead, Probably evcn the total volume of orders may then

be larger than it would otherwise be, One result is that deliveries
wili heve been prcdetermined for & long period, with small possi-
bilities for downward adjustments if require:.wents fall short of
expectations,

A tenker shortage developed in 1955/57, before and under
the Sucz crisis, ond this 'mecheniam" was started. As the con-
traoted tonnage was delivered, 2 surplus of tanker tonnage ensued,
lcading to depresscd freight markets and lay-ups, During Swmcr
1959, world tankor transportation capacity exceeded oil transporta-

tion rcquirenents by about 18% (Jacobs), Most of this excess
capacity was lrid up, part was "hidden' by slow running or by the
use of the Cape route instead of Suez, and part had entcred the
grain trades in competition with tramps, The surplus tanker
capecity has also induced owners to sell war built and older - and
also some newer tankors to the shipbreakers,

The tankcr surplus was not only due to the large and
prcdetermined new building programme bdecoming effectuated,
Requirements werc imnediately reduced when the Sues Canal wes
re-opened, and the setback or stagnation in industriel production
in North ‘mnrica end Burope resultcd in a smal.er than usual
inggeaso in oil consumption and import requirements from 1957 to

958,

During 1959 and 1960, however, oil imports have risen
sharply in Lurope and most overseas countries. The one exception
1s the United States,

United States oil imports had increased rapidly during
th¢ 1950-ies, from 34 miliion tons in 1945 to 73 miliion tons in
1956, dith a “voluntary" import restriction scheme in force
Unitcd Stetes imports stood at 87 million tons in 1950, lariy 1959,
this scheme was abendoned end mandatory restrictions introduced,
gggsr whi:h imports since Spring 1959 heve been runuing at the

¢r rate,
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Thcse restrictions heve strongly imfluenced the severity
and the duration of the tanker depression, Without them, the

tanker surplus would presumably have been reduced during 1959

instead of increasing, and probably have bcen overcome altogethcr
during 1960, :

There may be .10 public estimate on what the magnitude
of United Statcs oii imports would have been in 1960 if they had
not been himpered by restrictions, nor what its geographical
pattern would have been. /ny extrepolution from the earlier
perts of the 1950-ies would, however, yicld import figures tens
of million tons higier than =t present, and it secms likely that
e laigcr percontage of the totial wiould have come from distant
sources (Middle Tast).

liven after allowance is made for reductions in United
States coastal trades as consejvences of larger imports, a 1id-
crialigation of United Statcs o0il imports would have led to a net
increase in world tankcr employment of scveral million dwt,
Thus, 10 million tons of o0il from Persian Gulf to USFH would
require about 2 miliion dwt, in continuous employment (allowing
for rcpair time), :

"hether United States oil imports without restrictions
would have been 20 or 40 million tons larger than today, and
whether the bulk of the increase would have come from Venezuela or
the 11iddle Nast, may be a mattur of conjecture, In viow of the
fect that the tanker tonnage laid up in Deccmber 1960 is below
4 million dwt,., much of which is inefficicnt, and about 2 milliion
dwt, are employed in the grain trade, it scems likecly that all
efficicnt tanker tonnage would have been employed in the oil trades
if therc wcre no United States o0il import restrictions,

Freight Element in Oil Prices

Crude oil, fuel and dicsel 0il are cergoes with a rela-
tively low value per ton, cfr. c.g. ihe prices for bunker oil
renging from 87/10 per ton in thc Persian Gulf to 133/6 in ports
in the Unitcd Kingdom/Continent,

The freigat cost is an important element in dhe oif
price, it "Scale flat", freights are 32/6 pcr ton from N.W,I,
to iondon, and 5,/8 from Kuwait to London,

.8 for as —aritime transport costs are concerped, Black
Sca oil ports arc fovourcblr locctcd for the suppyly of iiediterrancan
ports and to less extcnt _uropeen itlantic ports, On the other
hand, exports from the Black Sea to Latin America and Japan
tnvolves long heuls, much longcr than from altcrnative arvas of

supply.
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01l companies have to cover their average transportation
oosts in their salcs prices, that is aversge for tankers takcr on

the short-torm markets, those on long-term charter and for those
which thoy own themselves, In the calculation of the AFRA rates,

it is understood thnt owned tankers are included a2t the same frcight
lcevel s for vesaels on long-term charters,

LFRA ratcs, ropreacnting such averagce ficight costs, are
prcscntly neer ‘'scele flat", whereas spot rarket patea during the
last 3% years hauve varicd around an average of 45% lower, from
Black Sca (hendy size) betwcun 30 and L40O% below “scale tiat".

It is in particular during thc present tanker freight
depression that USSR hes entercd the ail export markets, USSR
has covcred thecir transport reguirements at low rates, a factor
which hns greatly inorecased their competitive strength, Thus,
the tanker dcpression has helped to boost USSR oil exports,

it a higher frcight level, say bdetween “scale - 104"
and “scale + 30%" which may b. taken to represcnt costs of trans-—
ortation from ownors' point of view(1) for super tankers and
'handy size" respectively, USSR's competitive advantage on
European markets would dwindle, and on the long hauls (Black Sea/
Letin Amcrica; Black Sea/Japan) turn into a major disadvantage.

Concluding Remarksg

Not only Soviet Bloc oil expo.ts, but also its tanker
tonnage has been inoreasing rapidly during recent years, Thcre
seems to bc no recason to doubt that the 7-ycar-plan tanker pro-
gramme can be fulfilled, On the contrary, it may well be ful-
filled ahead of schedulc,

The situation which arose Summer 1960 o1t of Cuban
requisitions of rcfineries, hes intensified Sovi.t Bloec tanker
new building progremmes, ineide and outside the Bloo, and also
motivated purcheses of rerdy tanker tonnage,

The rcactions of the oll companies have led many owncrs
to cbstrin fro ch- rtering thci> vesscls for the transportation
of Sovict Bloe 2il, But they have not reduced the transportation
capacity which USSR has buun able to charter, On the contrary,
that hes increcosed, as some owners have made major arrangements
for thc transportetion of USSR oil. |

In view of thc discrepancy bectween short-term tanker
freight rates and thc average transportetion costs (as exprossecad
by ATR. or other similar celculated average freights), USSR has

(4) vrhat is to say, such rates are necessary as averages over
long periods in order to cover operating costs, deprsciation,

and intcrcst/profits on capital employed,
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been sble to take advantage of the deprcssed status of the tenker
freight narket, 4s freights mako up for a considcrnble share of
cif oll prices, this adventage has dbeen of major importence,

Lt higher freight levcls, this USSR advantage would turn
into a disndvantage, particularly where long hauls are involved
and ncarer, alternative areas of supply are available,

The situation on thce tanker freignt narkets is influonced
by a number of fnotors, one of them being the oil import policiece

pursued by mojor importing countries, particularly the Unitcd States -

the Unitcd States restrictions of oil imports have nggravatcd and
prolonged the tanker marked depression, which would otherwise have
been more or less overcome by the end of 1960,

Altogether, &8 provided for in the tcrms of rcofercnce of
the Group, the problcms posed to the Western world by the rapid
increase in Soviet Bloc 0il exports must be studied in a very wide
setting, cnbracing i.a., such matters as:

effcot on trade of the member countries;

conservation of strategically vital resources;

the relative strength of Soviet and frec¢ world
tanker fleets;

NATO shipping avallability in emergency;
tanker freight markets;
and also as a problem of peacetime transportation,

No solution can be found if attention .3 focused on the
lagt factor only,
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- Table 1

01l Production and Export of Grude and
Products from 5ino Sovict Bloc
- (Figures in million tons) :

011 Production

. . - .. Other World excl, of Total

USSR Rumami®  ggtellites  Sino Soviet Bloo world

1957 98,0 1.5 3.1 768 881
{1958 w213 29 T 908
1959 129.0 115  _ 5.7 - 8: 977

SN - Jxport of Crude and Products

H

Out of Sino Soviet Bloo Total world

~from USSR from others - exports(1)
1957 ° (- i 5 S 376
1958 9,5 1.9 401
1959 w5 “ 2,0 " {430)

Sources: NATO LC/127-WP/56. NATO AC/127-WP/66

P.troleum Press Service, United Nations Monthly Bulletin

(1) Seaborne exports, excluding from Venczuela to N.W.1s,
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| Table 2

Tanker Flcets in Sino Soviet Bloe

Froa stdtistics campiled each ¥eiF at 1st July by Lloyds
neprister and l..ssrs, John I, Jacobs & Co, 1td, some infomation
can be drawn concerning tenker flcets in communist countriea,

Tankcr fleets belouging to "small" shipping countries are listed
undcr the item “other countrics" and can thus not be extractod

- R I DS N . e

- "

USSR China Test Poland Czecho-’ Total Total Soviet

~ Germany slovakia Soviet worId "Bloc in

1,000 1,000 1,000 1,000 1,000 gl‘goo nillion totcy

dwt, dwt, adwt,. dwt,.. dawt, L awt, dwt, world
1952 150 - - 21 © - ~171 31.1 0.5
s - L T e T e ok
1954 285 = e 230 e 315 37.1 0.8
1955 361 =- = = 30 .= . 391 - 40,0 -1,0
1956 511 - - 30 - 54l 43.0 1.3
1957 680 - = % - 79 7.0 L5
1956 768 - - 60 - 828 526 1.6
1959 796 - 23 73 19 911 58.7 1.6
1960929 30 37 92 . 19 1,107 62,8 1,8
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Table 3

Russian tznker fleet 1st July, 1960 (1,000 grt,.)

Under - 25 and
art, 5 ycers 5-10 10-15 15-20 20-25 over  Total
100 - 500 - - - - 0.5 - 0.5
500 - 1,000 0.8 - - 2,0 21 0.8 5.7
1,000 -~ 2,000 3.7 25.1 - - 3.5 1.8 34,2
2,000 - 4,000 39.8 3.4 - 2.3 - - 45.5
4,000 - 6,000 - - - - - - -

6’000 - 8’000 m.} 1509 - .- . - 57,0 87-2
€,000 - 10,000 255,2 189 - - - 8.2 453.3

10,000 - 15,000 - - - - - W8 .8
h5,000 - 20,000 19.5 - - =~ - - 19.5
20,000 - 30,000 - - - - - - -
30,000 end over 32,0 - - - = - 32,0

Total 365.,3 234.4 - 4,3 6.0 82,6, 692,7

Source: lloyds Register of Shipping,
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Yy

Teble &

Knaown Soviet Tanker Orders as per 30th Jnne, 12§O

Total

Shipowvmner " No., and sgize tonnzge Country of

: dwt, awt, Build
Polish Ocean iines 1 19,500 19,500 Yugoslevia
Polish Occan Iines 1 19,000 19,000 Poland
USSR 5 4,000 20,000 Bulgaria
USSR 16 4,000 64,000 Finiand
USSR 2 18,000 36,000 Polend
USSR 2 4,200 8,400 Sweden
USSR 1 27,000 27,000 USSR
USSR 2 40,000 80,000 USSR
USSR 1l 16,000 " 16,000 USSR
Total, Poland -2 38,300

" USSR . 29 251,000
Total 31 289,300
Thereof's :
4,000 - 4,200 awt, 23 92,&09
16,000 dwt, end ovcr 8 196,900

The 1list is not complete, see text,
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Table 5

Estimate of tonnage recuir ts8 for USSR oil exports
to frec wor 19?2, assumi%g all oi eing exgortea

rom the Black Sea

. . MNill. Deys per Voyages Cargo
Importing cargo round per capacity
countries tons voyage year recuirenents
W.R/Lebrnon 2.4 o 2 100 000
Other leditcrrancan 4,0 16 21 190 000
United Kingdom/Con-
tinent incl,Denmark 2,5 31 11 230 000
Scandinavia, exclu-
ding Denmark 4,0 36 9 u40 000
South imerica l.0 52 6.5 150 000
Jopan ' 0.1 64 5.3 20 000
Total included
average W0 27 12,4 1,130 000
4Lllowance for bunkers & stores, etc, 10% 113 000
Tonnage in continuous employment,
allowing for repairs - 1,243 000 dwt,
i 5 . sl R P S S e o dn P . . :

The tablc covers 14.0 million tons ~ut of 4.5 million
tons exported from USSR to non-Soviet countries in 1959, i.c.
practicaliy all such exports except those to sustria, It is
estimated that the vessels to Buropean including Mediterranean
destinations have a speed of 12-13 knots cnd to overseas 13-4
knots, which scems typical for the vessels ectually used, The
estim-tcd nurbor of round voysges allow for repair time, To the
"eapgo cnpacity requircmuents” must be added sbout 10% to find the

dcadweight tonnage of the vessels used,

The table docs not allow for Rumanian exports, nor for
inter-Bloc trades,
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Table 6

Fixtures ror’Black §ea Load;gg

lst January - 9th July - 9th
9th July, 1960 December, 1960
Norwegian 51 1l
Itolian 18 |
British , 16 : _ 4L + 1
Swedish 9
Greek 8 2+1
Danish 3 2
German 3 -
 Netherland 2 -
Yugoslavia - 3
Icelandic T - 1
Unknown - 2
Sum 112 19+ 1=20

(The one contract shown for both British and Greek flag
is the Mavroleon arrangement, involving 16 vessels under British
and 6 under Greek flag, All others during the later period
arc for one ship cach, For the first period, 3 contracts are
involved where more vessels may be used, Two of them are
Norweglan, whcere one ship undcr oach contract might be ablc to
fuiftll them; the third is Greek, where 3 or ps scam to
be neceded continuously).

N..T'O CONFIDLCNTI..L




