37.

The fmpending Soviet
Oil Crisis

: The Soviet oil mdustry Is in troublc. Sowct oil production will soon pcak
possxbly as early as next’ year “and- ccrtamly not Idter than the carly l9805 The
maxxmum level of output reached is hkcly to be bctwccn 11 and 12 million barrels
- per day (b[d)—up from the 1976 lcvc1 of 10.4 mllllon bld Maximum levels are

. not likely to be malntained for long, however, and the decline, when it-comes,
wdl ‘be sharp. ) : i t
) H l
'I‘he Soviets have two basic problems one of reserves and onc of production.
Bnmng an extremely unlikely discovery of a musslve new ficld close to an existing
field, new deposits will not be found rapidly cnough to maintain acccptable
reservas-to-production raiios, and thoss ficlds that account for the bulk of Soviet
production are cxpcriencing severe water encroachment. As a result, increasingly
large quantitics of water must be lifted for each barrel of oil produced, and
high-capacity submersible pumps—obtainablé only from the: United States-will be
required if production declines are to be staved “off even temporarily.

During the next decado, the USSR may well find itself not only unuble to
supply ofl to Eastern Europe and the West on the present scale, but also haviag
to compete for OPEC oii for its own use. This would be a marked change from
the current situation, in which exports of oil to the West annually provide 40
percent of total Soviet hard currcncy' carnings, The USSR has large reserves of ©
conl and natural gas, but thosc scheduled for ciploitution ovet the next decade
are cast of the Urals, far ;from consuming centers in the western USSR, Distance,
climate, and te rain will make cxploitation and transport difficult and expensive.
Exports of gas will increase, but will not compensate for the loss of carnings from
the export of oil. Although some substitution of coal and gas for oil in domestic
use will bo possible tn the ;long run, tho cffect of such substitutlon will be minimal

Note: Commente and queries regarding this memorandum are welcome. They e
he directed to '

the Office of hconomxc Rcwurch

s

i
i
s

205




37.(continued)

-1
: i
in the short run. Neither hydfoelcg:gric_- poivcr transmitted from the cast nor
canstruction of nuclear clcctri(; plants (mainly in the western USSR) can be
expected to afford much - relief, in the Soviet cnergy situation for more than a
decade. | : i ' ‘
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