1/ \ \
Declassmed in Part - Sanitized Copy Approved for Release 2013/07/22 : CIA-RDP80T00246A021200260001-7 ...

INFORMATION REPORT INFORN
CENTRAL INTELLIGENCE AGENC

This material comams information uffemng \‘he National Defense of the United States within the meaning of the Espionage Lows, Title
18, US.C. Secs 793 and 794, the transmission or revelation of which in any manner to an unauthorized person is prohibited by law. -

50X1-HUM'

C-0-N~F=I«D~E-N-T~I~-A-L

COUNTRY USSR ; REPOR# ‘50X1-HUM

SUBJECT Review of 1962 0il and Gas Industry " DATE DISTR. 17 Apr 63 o,
and Transportation

%/(\Mx/w/m_/j/ : NO. PAGES 1
Cbvede g M/ REFERENCES , W
W S
DATE OF W W/ WW

- = er o))
INFO. W 5
bLACE & - w 50X1-HUM
DATE ACG D2 yr ittt P,

THIS 15 UNEVALUATED INESRMATION 7
50X1-HUM |

a 22 page document entitled "USSR, Review of 1962
0il and Gas Industry and Transportation."|

‘ The subject study is organized as follows: 50X1-HUM

I. INTRODUCTION

A. General

B. Fuel and Energy Industry
C. Communist Party.Membership |
D. 1963 Na;/ional Budget i

II. EXPLORATION FOR OIL AND GAS

A, Ural-Volga
B. Ukraine

C. Baku
D. Turkestan, S W §
E. Western Siberia |
F. Central Siberia. :

G. HNorth East and Far East 5iberia

III. DRILLING AND EQUIPMENT ' I

{
IV. CRUDE OIL PROBUCTION '
V. NATURAL GAS PRODUCTION . |

VI. CRUDE OIL AND PRODUCTS PIPE' LINES | |

-

VIX. NATURAL GAS PIPE LINES.

: viII, . g
3 OFFICIAL USE ONLY 3 I
. -L g I
f - end - ‘ 1 |
‘ :  50X1-HUM -,

Bae T Tawv T Teaw 1 Tar [ Tec T 7= T T T7]

T-0-N-F-I-D-C-N-T-T-A-L

INFORMATION REPORT INFORMATION REPORT y

sh

CONTHOLLED NO DISSEM ABROAD =

. ~ DISSEM: The dit of this d¢ is limited to civilian employees and active duty military personnel within the intelligence components !

o! the USIB member agencies, and to those senior of the who must act upon the information. However, unless specifically controlled
« with paragraph 8 o f DCID 1/7, it may be released to thos of and of the U, S. Government n
in the duction of N 1 Intelligence, IT_SHALL NOT BE DISSEMINATED TO CONTRHCTOHS It shall not be disseminated to organiza- i
tions or ludis 1 under a con!zac!wakrelauonxhxp to the U.S. Government without the written permission of the originator. f
Y i
— E S NPY

Declassified in Part - Sanitized Copy Approved for Release 2013/07/22 : CIA-RDP80T00246A021200260001-7



20X1-HUM
Declassified in Part - Sanitized Copy Approved for Release 2013/07/22 :
CIA-RDP80T00246A021200260001-7

0\0

<

Q >

Declassified in Part - Sanitized Copy Approved for Release 2013/07/22 :
CIA-RDP80T00246A021200260001-7




L
3

i
1

7

e mmmialie PEEe mitl A e

Declassmed in Part Sanitized Copy Approved for Release 2013/07;’22 CIA- RDP80T00246A021200260001 -7

Fxa
- g
o

U. S. S. R, - <
, REVIEW OF 1962 OIL
AND GAS INDUSTRY AND TRANSPORTATION

INTRODUCTION

January, 1963, statistics, released by t'heVSvo__viet Union, disclosed
the following basic data of 1962 operations. -

I. GENERAL

1. . Population as of 1-1-63 _ 223.0 million
2. Working force : ' 68.4

3. Gross National Income 165.5 billion rubles

4. 1962 Capital Expenditures: _

By Central Government - - -30. 5 billion rubles
By Local Government 4, 0 billion rubles
5. Retail trade, up 6. 1% ' ' 86. 3 billion rubles
6. Fereign trade, up 11.5% 11. 8 billion rubles
1961 1962 1963
(Billions of rubles)
7. National Income 78.1 84,7 87.7

National Expenditures 76.3 82.7 86. 2

II. FUEL AND ENERGY INDUSTRY
: ' % 1963
1962 over 1961 Targets

1. Crude oil production, , :
Bbls. /day 3, 720, 000 12 4, 100, 000

2. Natural gas production, .
Billion cu. ft./day 7.1 24 8.9
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. s s KR 1963
g ‘ 1962  over 1961  Targets
3. Coal, million tons 517.0 4 522.0
4, Electric Power, billions kwh 369.0 13 407.9

III. COMMUNIST PARTY MEMBERSHIP

1. Total party membership - 10, 000, 000

2. In Industry, Transportation, Construction 3, 655, 000
3. Agriculture and Farms » ‘ 2, 000, 000
4. Others ‘ ' _ 4, 395, 000

Discussions and comments on industrial operations in Soviet press,
trade and technical publications lead one to believe that Russian industries
have many difficulties because of l;ureauc racy, planning troubles, poor
equipmenf and machinery, delays in receiving equipment and materials
on sit>e, shortages of spare parts, etc. In spite of these, though, the
Soviet economy, on average, has progressed somewhat. better than planned
for t_he first four years of the 1959-1965 plan. Industries like oil, steel,
and cement did better than planned, while others like agricuiture, chemical,
construction and machinery have lagged behind the planned targets. The
faster growth of population in the é»oviet Union is evidently contributing
to the difficulties as it has been reported that as of January 1, 1962, the
population of the Soviet Union was 4, 000, 000 over the estimate for that
date, and as a result of this all production targets are being revised upward,

To improve planning, management, and efficiency of industrial

operations, the Soviet Government in late fifties has delegated management

..2;
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of its industries to regional entities (sovnarhoz), but have retained

budget and planning control in Moscow, including research, inter-regional
investigatiéns and 15 to 20 per.cent of construction. This delegation of
authorhity while‘ improving industrial efficiencly and progress, has also
created new problems in management va national economy. First, the
Central Government has found that regional management was interested
mainly in local and regional problems and ;howed only a general interest
in national problems and aspirations, They were more interested, for
instance, in building homes, school, hospitals, clubs, etc , rather than
increasing output of products, equipment, or materials nee\ded elsewhere
in the Soviet Union or for export trade. As a result, the mon.e); k.mvdgeted
for enlargement of plants was often diverted to social and culfural impro&e-
ments, thus delaying the completic;n of needed industrial plants which in
turn forced other del_ays and dislocations in the total economy.

The situation apparently becéme so serious by 1962 that the Soviet
Gove;‘nment was forced to make changes in ‘its“ industrial setup. The new
order organized the country into 47 economic regidns in place of 67 old
regions, This was then followed by placing the responsibility of planning
anq execution of planning on the Communist Party for a more effective
control of National Economy, The Party was organized into separate
agricultural and industrial commissions. Following that the Central

Government announced the following organizational changes:

-3-
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1. It delegated to Gosstroy control and execution of all construction,
~in the Soviet Union, Previéusly. Gosstroy accounted for onlvy 15-20 per
cent of construction. With this the Governme.nt‘placed all design institutes
and désign offices and organizations under Gosstroy with a view of increasing
e'ffi‘ciexvm‘cy and elimination of duplication. It has beén indicated that there
were some 400 construction design in.stitutes and over 1; 000 design offices,
contributing to duplication,
2. It organized the Central State Industrial Comm.ission to co-ordinate
technqlogy.- This Commission is an agthority on al.l bnew machinery.
3. It issued guide lines for industry and agriculture., The more
important of which were:

a. Organize optimum operations plantwise as well as country'-
wise. T.his‘ was aimed at elimina;ion of unprofitable pia;ts
and oper"atitv)'ns. |

b. Remove from managementrthose who either don't.u'nderstajjhd
economics or dqn‘t pay any vat»tention to it.

c. Piace greater reéponsibility on working units and organize .-, |
collective management of plants.‘

d. Organize production plant committees to be gperated by
the Communist Party. Duties of th1s con"lmittee are advisory
on projections and plans,

e. Give directors right to lay off any employee except chief
engineer, chief comptroller and chief economist. The latter

three are to be appointed by hig}i‘é’r organization.
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f. Management has to be practical, technical and i)olitical. :

g. Divert greéter funds to agriculture. 1963 budget up 18
percent oyér 1962,

h. Increase spending in chemical industry in 1963 by 36 percent
over 1962, The increé.se is because of the failure of -indus-
tx;y to meet planned targets in the first four years of the
p,rersent plan. The 1963 effort is to Be con;eﬁtrated on
completion of unfinished plants, 'i’he following figures are
illgstrativé of delayed construction in chemical inaustry:

1960 - completed 78% of planned targets
1961 - completed 82% of planned targets
1962 - Completed 68% of planned targets

IV. 1963 NATIONAL BUDGET

The Soviet national budget for 1963 by categories is as follows:

Industry and agriculture 34. 5 billion rubles
Social and cultural (health, educa- V

tion, etc.) 31,0 billion rubles
Defense _ 13. 9 billion rubles
Government expense 1. 1 billion rubles
Unidentified 5.7 billion rubles

86, 2 billion rubles

EXPLORA TION FOR OIL AND GAS

The 1962 exploration target moneywise was 11 percent higher than
those of 1961. The budget funds were provided for increased activities
in geological and geophysical, core drilling and exploration drilling. The

1961 exploration budget was‘underspent by 6.9 percent and the drilling
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_ was about 83. 3 percent of the planned target. In view of the industry's
inability to increase drilling efficiehcy in the first three years of the plan
and gradual increases in drilling depth, it is reas_ohable to assume that
the Soviet oil industry was hard pressed to make its drilling target in 1962,

There have been indications that the Soviet exploration effort in
the last year or two has been reaching a point where crude oil production
has been catching up with discovery rate. This evidence has been con-

firmed by an official in the December, 1962, issue of Geology of Oil and

Gas stating that the relation of reserves to crude oil production has been -

lowéred below safe point of 20 to 1, a ratio that has be.en used by Soviet
planners in projécting its oil industry growth. There also have been
complaints by geologists that the exploration effort was r{ot.on par with
projected targets.
In the first three years of the plan (1959-1961) the oil industry
has e,xceecied crude oil discovery targéts by about 5 percent. In 1961,
however, additions to oil reserves were only 98. 6 percent of the target
. in cat’ego.ries AB and 83 petcent in categories ABC. It has. also been
reported that in the first four years the success of finding large oil fields
and the efficiency of éxploration drilling in general had fallen below the

previous years. During the four years, 1959-1962, industry drilled a

total of 5, 179 wells (wildcat and delineation), resulting in 2, 652 oil and
gas wells, or 51.2 percent of the total. By comparison in 1961 the industry

drilled only 1, 447 wells, of which only 554 or 38. 3 percent were productive
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wells. It would be noted that the number of exploration wells drilled
in 1961 was below the 1, 728 wells average for the three yea_rvs’. It also
has been stated that in a number of oil and gas producing regions there
o is-insufficient reserve of ready-to-drill structures. With .geophysics as -
a prime method of étructure finding in the Séyiet Union, the seismic
equipment, its manufacture, and its use in the field has been receiving ’
critical treatment. It would appear that the quality of seismic equipmeht
‘presently in use is very unsatisfacto?y in search of less pronounced
anomolies, or deep seatbed structure#. The cdmplaint is that the seismic
equipment coming from the production lines has no magnetic recording or
autématic processing means and that research to develop new and better
| equipment is poorly organized. Likewise, .explo.ration drilling rigs, drill
pipe, mud pumps and well testing equipment were critized as ca’uses for
an _apparer;t failure for nof meeting the planned expioration targets.

To date industry has not released annual information on 1962
exploration work and discoveries. | During the year.. however;, the press
and technical publications have provided the following bits of information

~on 1962 accomplishments.

URAL-VOLGA. In this area a large share of exploration effort
was devoted to discovéry and p'roof of discoveries in the Orenburg Region
(;outh of Urals and southeast of Kuybyshev). This area is consibdevred
to be as good és the neighboring Kuybyshev area, Here industry is

operating 32 seismic parties and in 1962 drilled 600, 000 ft, of exploration

 FOR OFFICIAL USE ONLY

Declassified in Part - Sanitized Cdpy Approved for Release 2013/07/22 : CIA-RDP80T00246A021200260001-7



Declassified in Part - Sanitized Copy Approved for "Re[easé '2615/‘—67/22 : CIA-RDP80T00246A021200260001-7

holé. Perm is another area that received greater attention in 1962 than
in prior years. There were discoveries éouth of Perm in 1961, and this
year's work is a follow-up of last year's success,

Geological and geophysical investigation of Moscow syncline has
disclosed that the crystalline basement has a core of 3, 000 to 3, 500 meters
and is prospective for oil and gas. In 1962 it received more intensive
géological and drilling attention.

| UK.RAINE° Exploratioh effort in this area is failing to find sufficient
gas resle‘;ves that are necessary to maintain a 20 to 1 reserve production
ratio. In 1961 industry found only 39 percent of gas reserves planned for |
discovery ‘during the year. Geologists are suggesting an.increase in
seisx;nic parties from 57 in 1962 to 80 in 1963 and to a minimum of 110 in
1965,

| BAKU, Oil and gas prospect of this area are either at great ‘depth's"
or offshore. To date offshore operations have been concentrated in develop-
ment of Neftiania Kamni oil field, which is producing in the order of 21, 000
bbls. /day. In addition to this the Soviets have new discoveries at (a) South
Bank, (b) live isléﬁd, and (c) Muddy Sopk‘a. Thus far the Soviets have no
stationary platforms or floating structures for deep offshore drilling. They
have presently in design stages one floating and one stationary platform
for drilling in depths ;1p to 190 ft. One gas distillate discovery was reported
in 1962 for the Baku area.

TURKESTAN, S. W. Turkestan is proving to be an important base
for future oil ;upplies. Here Soviets have reported ah oil discovery that

tested in the order of 1, 460 bbls. /day.
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South Mangyshlack, where two large discoveries were reported
previously, remains active, but geologists have been complaining that
insufficient budget funds have been allotted for exploration of this ﬁighly
prospective area. |

WESTERN SIBERIA, A 1962 gas discoveAry of 35,0 million cu.
ft. /day was reported near the mouth of the River Taz. In the nort‘hé rn
part of Western Siberia there are two ridges. North Ridge is south of
Obskaya Guba and Taz Ri.dge which runs parallel to the Taz River. The
basement here is deeper andvthe Taz discovery may lead tovdeveléping‘
this érea into an oil and gas province. But because of the location and
poor transportation facilities, the development of this region would come
after the prospective areas of Ishim—Berezévo trend an’d-of middle Ob
region have been prospected and developed.

In May, 1962, an oil discovery was announced 120 kms., north of
Barabinsk (location not known).

1962 plans have provided for drilling of 757, 000 feet of exploration
hole in Western Siberia,' and by 1965 éxploration drilling is scheduled to
rise to 1, 463, 000 ft.

In April, 1962, oil was discovered at Kamennoi some 180 km. to
the north of Shaim, the first discovery of Western Siberia, with the well
testing 3, 650 bbls. /day. 'Numerous stfuctures were reported on the Sha_im-
‘Berezovo trend, and the area is scheduled to go on production by the end

of 1965,
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CENTRAL SIBERIA, Oil and gas mvest1gat10ns of this area, often
referred to as Eastern Siberia or Irkuts‘k am.phitheatre, have been restricted
in early years to the southern portion of th¢ Central Siberian‘platform and
to the west of the Angarsky Ridge ti'ending in north-south direction, After
unsuccessfui results in the west, exploration effort was switchéd to the
eé.st side of the ridge where it led to the discovery in March of 1962 at
Markovo, on the Lena River so_mev600 kms._ to the Anorthb'f the city. of
Irkutsk. The Markovo #1 produced 1,569 bbls/day on 16 mm bean and
back pressure of 600 lbs. /sq. in. Markovo structure has been reported
to be 25 km. long and 2.5 to 6 kms, wide. ', Original reservoir pressure
wés 3, 175 1bs., gravity of éil 38.5 AP], and a sulphur content of 0. 8%.

NORTH EAST AND FAR EAST SIBERIA. With small explo_ration
effort going on in the middle of the Lena River, on Kamchatké_ana Sakhalin
Islands, 611 industry made no reports on discoveries in those areas. It
would appear from reports that explorafion for oil and gas on Karhchat}ca
is about to be discontinued and efforts will be concentrated on drilling |
for steam. On Sakhalin Island, most of the shallow structure has been -
tested, and industry is trying to find and test deep-seated structufés.
Seismic reﬂ,ect_ions from deep horizons on the island are poor and there-
fore, efforts of finding deep structures thus far have not been very successful.

DRILLING AND EQUIPMENT

Drilling target for 1962 included 16.9 million ft. of exploration

drilling and 13. 6 million ft. of development drilling, or a total of 30.5
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miliionjfeet. Footage dmuE@ErQEFi@Ii\lsJ@Ezgﬁl% 3 fnillion ft., or in the

_order pf 95 percent of the planhed target. The 1962 figures have not
been released. On the basis of past performance, howeve r, it is doubt-
ful that the 1962 drilling target will be met.

The 1962 technical drilling reports continued to indicate that
drilling equipment and drilling technology problems are far from being
resolved and, in fact, are becéming more complicated and difficult. In
areas of easy drilling to modefate depths, up to 2, 000 mtrs. --which
includes Ural-Volga-operations--~the Soviets apparently are making slight
progress in improving drilling efficiency. But in areas of deeper drilling
(North Caucasus, Old Baku, Middle Asia and parts of Siberia) dri}ling
crews have difficulties‘due_to lack of good drilling rigs, poor»drili pipe
and bits, and lack of suitable transportation and road building equipment.

The principal source of difficulties in deep drilling is industry's
dependence on turbo-drill technique. Soviet experievn'ce of drilling deep
wells in old Baku area disclosed to them that high rotating turbodrills
ar’?; v;ry ineffggq‘iye in drilling of deep formations. Industry-'has tried

Ato cieveloé sldv&iISpeed turbodrills, but research thus far has failed to
provide vone for the industry. Use of rotary technique below 2, 000 meters
inaicated the i)ossibility of reducing drilling time by 50 percent. Appli-
cation of rotary drilling techniqué brought on drill pipe troubles. This
is exemplified by increasing number of fishing jobs in the 1959-.1961 years,

Drilling rigs in this period had some 3, 000 fishing jobs which were estimated
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to cost 54, 3 million rubles. In 1961 fishing costs were in the order of

19. 1 million rubles. The best quality of Soviet drill pipe is similar to

N-80 of U. S. From reports it would appear that industry is not getting

heavy rigs scheduled for delivery under the 7-year plan, Médels of the

new rigs are still being tested and are not available in any quantity. The

same is true of large size mud pumps and high pressulge blow-out preventers.
Meanwhile, fepor_ts indicate discovery of lafge reserves of oil

at depths of 1, 700 to 3, 000 meters in Ura'l'-Volga, North Caucasus,

Azerbadjan and S. W. Turkestan. Existing heavy rigs ai‘e good at best

for 2, 000 to 2, 500 ‘meters drilling and bélow that depth become ihéfficient.

From 1956 to 1961 the Soviet oil industry drilled a total of 851 éeép Wélls

below 3, 000 meters, and of these only 115 were drilled below 3, 500 meters.

The 1963 drilling program provides for the use of d;amond bits in 200

wells, and this gives an indication of the number of deep wells to be drilled

during the coming year. The depth record in the Soviet Union is 5, 041

meters.

CRUDE OIL PRODUCTION

In 1962, the Soviet oil industry produced 186, 000, 000 tons, or at
the rate of 3, 720, 000 bbls, /day. Of the above total the Russial Federa>ted
Republics (except Ukraine, Baku and Mi‘ddle Asia) produced 152, 000, OO‘O
tons, or approximately 80. 8 percent. Improvements in producti;ze
capacities of North Caucasus and of S. W, Turkest.an have contributed

to the attainment of the 1962 production targets. S. W. Turkestan is now
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expected to produce in 1965 in f:hé order of 10.0 million tons vs. 7.5
million initially scheduled. North Caucas'us is now expected to produce
in 1964 at the 1965 rate. Oil fields of Ukraine also were doing better

- than planned with this region producing in 1962 some 1, 000, 000 tons
over the target,

In 1959-1962 period, or the first four years of the plan, the oil
industry produced in thg érdet of 14, 000, 000 tons over the planned quan-
tities. In this connection it may be well to note that durix;lg thevé‘e_: .four
years tHe oil industfy has failed to meet drillihg footage targets to.the
extent of several million feet. On thev othér hand, industry apparently
did welllin exploitation of oil fields by ap.plicét'ion of stimulati"qn techniques

~of fracking, acidizing and water injection, The success of the industry
to éxceed its production targets, in vthe. first four years qf the plan, can
be attributed largely to the intensity and application of modern petroleum
technoiogy in the newly developed fields of Ural-Volga region, |

Crude oil reserves of thé Soviet Union as of January 1, 1963, are
estimated to be in the order of 26,2 biliio# barrels, having a ratio of
reserves to annual production of l9v'to 1 (1962 rates). This ratio was
derived from January 1, 1961, base of 20 to 1 and reported deficieﬂcy
of discoveries in 1961 and 1962,

During the last year industry released information which gives the

following estimate of oil wells in operation in 1961,

FOR OFFigiaL USE ONLY

Declassified in Part - Sanitized Copy Approved for Release 2013/07/22 : CIA-RDP80T00246A021200260001-7



s LY

) Declassmed in Part - Sanitized Copy Approved for Release 2013/07;’22 CIA- RDP80T00246A021200260001 7

v Number - Bbls. /w/day
Flowing Wells 6, 570 375
Pumping (Electricand Rod) 26, 150 30
Gas Lift 1, 335 62
' 34, 055 97 (average)

The 1963 crude oil production target has been set at 205. 0 million
tons or at a rate of 4, 100, 000 bbls. /day. .

NATURAL GAS PRODUC TION

Natural gas production in 1962 rose to 75. 2 billion cu. meters,
up 16. 2 billion from 58. 98 billion cu. meters in 1961. The 1963 natural
gas production target is set at 90. 0 billion cu. meters.

Manufactured gas production for 1962 has been estimated at 1, 955, 7
million cu. meters, which is an approximate average rate during the last
three years. \

Thve 1961 gas consumption 4by users in the Soviet Union was reported
as follows:

Community heating 11. 1%

Industrial 58.3%
Electric power - 27.4%
Transpo rtatxon S < 2%
Agricultural = . . 1%
Pipe line and losses 2.9%
‘ 100. 0%

Natural gas production and its demand are being attributed to

cheapness o"f"ges in comparison to other fuels...The following average
price of fuels, for instance, was cited to indicate advantages of gas in

the White Russian Republic.

FOR oFfioiaL vsr oty

Declassified in Part - Sanitized Copy Approved for Release 2013/07/22 : CIA-RDP80T00246A021200260001-7




Declassmed in Part Sanitized Copy Approved for Release 2013/07/22 : CIA- RDP80T00246A021200260001 7

WYUK UFFIVIAE VoL Vitky

An average

Average price of standard ton
of fuel (7, 000 kk), Local

for Republic at Polotsk at Minsk at Vitebsk
, (Given in Rubles per Ton)
Natural gas 5.69 9.73 3.72 7.25
Heavy fuel oillMazoot) 8.9 8.79 9.01 8.59
Donetz coal 16.28 16. 61 16. 45 16. 40
Carpathian coal 21,36 21, 86 21,23 21.90
Torf . - 15,96 20,43 16, 37 14,77

In the course of discussion it was stated that the average whole-

sale price of gas to the industries in 1962 has been in the order of 12. 1

rubles per 1, 000 cu. meters. Wholesale prices of gas have been under

study and a new price structure is about to be adopted and announced. The

recommended prices are as follows:

9.5 rubles/1, 000 cu.

Class I Gas producing regions ,
Class II Areas along main gas lines 11,0
Class II1 Ukraine, Cheliabinsk, Sverdlovsk 12.0
Class 1V Moscow, White Russia, Lithuania 13,0
Class V Areas of high fuel cost, such as

Leningrad, Central and East

Siberia

15,0

In contrast to the above wholesale prices the following average

cost of finding, producing and transporting was reported for the year of

1961:

Avei'age finding cost

Average producing cost

Average transportation cost

Natural gas reserves of the Soviet Union as of January 1,

. 40 rubles/1, 000 cu.

.53
2.07
3.00

1962,

1

in AB categories, were reported to be 72,0 trillion cu. ft., and in ABC

categories, in the order of 86. 6 trillion cu. ft.
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~*(North Stavropol, Shebelinka and Gazli) hole 42 percent of gas reserveAs.‘
Gas reserves of the 12 other large fields amounted to 20 p‘ercén_t of gas
reserves. Thus, 15 of the largest gas fields of the country back up 62‘
percent of the reserves of thg entire Soviet Union.

At présent the gas industry has in 6peration 250 gas fields including
gas-ca.p fields. In the first three years of the plan the Sovie_ts-found 83
gas fields with a resérve of 42. 8 t‘rillion cu. ft',' or 6.7 -percent more
than the planned ta’rget. This good showing was due to an unusually
successful rate of discovery in the year 1959, as 1960 ;dditions to gas"
reserves in AB categories were only 70 percent of the target figures for
the year, andvin 1961 only 66. 6 percent. Of the ;6 explorétion regions,
only 6 have met their gas discovery targets, Saratov-Volgograd, Ukraine,
Turkestan and Azerbaidjan have failed to.ma.ke planr;edv additions to gas
reserves in each of‘thé first three years. The feeling is that 1962 will
be another year of deficiency in all (ABC) categories. Pres’evntly, Ukraine
gas reserves are in the order of 14.5 trillion cu. ft. ,» and at the 1963
production rate the gas reserves amount to only 14 years of supply vs.
an accepted standard rate of 20 to l.- ., |

- Fourteen gas fields of Weétern Siberia have a gas reserve of 2,5
trillion cu. ft. Pipe line to move this gas to Serov in Urals is in an initial
stage of construction. |

CRUDE OIL AND PRODUCTS PIPE LINES

Planned construction of crude and product pipe lines have lagged

behind the targets in the first four years of the plan. In the period
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1959-1961 construction amounted to only 90 percent of the planned targets.
Work in 1962 was also behind the plans. Consequently, 196‘3-19(‘35 pipe
line transportation loads have been reduced by 73. 0 billion ton-kms, and
this load was shifted to RR transport. Delays have occurred in European
portions of Russia as well as in Siberia, In Siberia completion of the
Krasnoyarsk-Irkutsk portion will be delayed and Irkutsk refin.e ry is to
be supplied by tank cars. The same is true of Novo-Yaroslavl refinery.
Delays also occurred on Nickolaev-Bryansk line.

| : Tichoretsk-Tuapse line (240 kms. of 20 inch) was to be completed
in 1962, I.\Io# mention of completion has been made as yet. Tich.oretsk-
Novorosbsiisk 20-inch pipe line has been scheduled for completion in 1963,

Prorva-Koraton (61 kms, of ZO;inch) was compl.eted.and placed
into operation in 1962, |
Const'ru‘ction of Drujba pipe line is taking a major portion of

Soviet effort. In 1962 it was pla.n"ned to l.ay 1, 000 kms. on Kuybyshev-
Pénia and Mozyr-Brody sections. Almetevsk-Kuybyshev section (273
kms,.) has been completed and placed into opei'ation. The Kuybyshev-
Penza portion of the line was to be placed into operation in the last quarter
Qf 1962, Ku;rbyshev-Cizran part‘of' the latter section was placed into
operation. No information is avéilable on progress in construction on
remaining portion of Kuybyshev—Penza or Mozyr-Brody sections. It has
been announced that three fields that are to feed the Drujba pipe line

are Romashkino, Muhanbvo and Kuleshevski.
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By the end of 1961 the%ovxet Umon had in‘operation 17, 705 kms.
of crude and products lines, In this total 10, 861 kms. were in sizes
larger thén 20 inches.

In February, 1963, Provda reported that the Czecks were working
on their Bratislava-Zahiji (450 kms. ) pipe line. The ﬁr‘st stage is to
begin on Morovian Plato and proceed west to Zaluji (near the town of
Most) in western part of Czeckoslavakia, To date 60 kms. were laid on
Praha-Zaluji p"ortion and 30 kms. in southern Slovakia. By 1966 all
Czeck refineries will be connected to the pipe line.

NATURAL GAS PIPE LINES

During the four years 1959-1962 the gas industry has placed into
operation 15, 695 kms. of trunk pipe lines. An average rate of additions
in the last three years was in the order of 4, 370 kms. per year and at
this rate of construction the industry is in the position to meet the originally
planned target of 39, 300 kms. by the end of 1965.

The work on Ural-Gazli line is continuing, and the latest statement
by the gas industry indicates confidence that the first string to Cheliaﬁi"nsk
will be completed by the end of 1963, This appears to be on the optimistic:
side in view of the poor deliveries of 40-inch liné, compressors and turbines,

In July, 1962, the Soviets réported layiﬂg of 476 kms. of this line
in the first six months of the year. Since the 1962 planned target was
900 kms, it is possible that by the end of the year construction crews

reached the Chalkar, their target point by the end of the year. This then
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- would leave 1, 100 kms. for completion in 1963.. The delays in completion
of this line could come {rom shdrtagés of 40" pipe énd inability to get on
time FT-700-5 turbine-compressor units,

Presently the Soviets have three pipe mills making 40" line pipe.
One of these is at Jzdanov's works producing spiral weld pipe. Here, |
the plans are to have third production lines by the end of 1963, and con-
struction is lagging behind the scheduled time. The second mill is af
Novo-Moscow wbrks which is producing a longitudinal weld pipe. Here,
production is insufficient to meet the demand.’ The mill is behind on .
deliveries and the qqélify of pipe is poor. The third mill is 11;1 t*l:le process
of installation at Cheliabinsk workg. This mill is to go into operation in
the first quarter of 1963, but thus far is not operating; Its output is to
be 10, 000 tons in 1963 ;md it is being rushed to starf operation.s in April,
1963,

The first string of Cheliabinsk-Gazli line is designed fof ipstail‘ation
of 7 stations of 5. FT-700-5 units or a total of 35 compressor-turbine units.
Only 25 of these lunits are scheduled for delivery late in 1963, Thus, it
would seem that scheduling is very tight and the Soviets would be very
lucky to make only partial deliveries of gas through the .line in 1964,

In other_ constructién the industry was scheduled to complete, in
1962, the Vilno-Riga, Shebelinka-Poltava, Kohta-Yarva to Tallin (second
line), Krivoy Rog to Kherson, Mannibaevo to Zaix;xsk and Belsk to Sumi

pipe lines.
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REFINERY RUNS

An article in Oil Economy, issue of December, 1962, on refining
stated that if the oil industry is to meet dermands of the Soviet economy in"
oil products, and particularly in light products, the average annual addi-
tions to refining capacity in 1963-1965 must exceed average refining
additions for 1959-1962 by a factor of 2. 1. At the same time catalitic
refining, hydrofining, de-paraffination of diesel fuel, additives and
catalysts must also be stepped up. During this same period installations
of thermal cracking units were to be discontinued,

With increases in refining runs for 1959-1962 being on average
in the order of 12, 500, 000 tons per year it would meanv that 1963-1965
additions would have to.be in the order of 26, 500, 000 tons per year, As
it is extremely doubtful that the industry can meet this problem in the
next three years, the Free World must expect an increase in Soviet
crgde oil exports and possible decrease in products.

Recent press releases on Polotsk refinery indicated that installation
at atmospheric-vacuum unit, thermal cracking unit and electric plant
have been completed and that the cracking unit will become operational
in Max;ch or April of this year. Press releases also stated that Massovetz
refinery at Plotsk, Poland, and Scwedt refinery of East Germany will
have final cépabilities of 2, 000, 000 tons per year.

In studying the availgble information on 1962 operations of the

Soviet oil industry one gets the following impressions:
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1. A rapid and sustained increase in crude oil production of
Soviet Union in thelast four years was a result of discovery of a number
of large fields in Ural-Volga region in late fifties and intensive exploitation
of these fields through pressure maintenance by injection of large quantities
of water during the first four years of the seven year plan.

2. In the last four years industry was unable to make the planned
discovery targets of oil and gas reserve additions.

3. Annual production reserves ratio in the last year or two have
been lowered below 20 to 1 which is considered by the Soviet Union to be
safe operating ratio and had been used in the_ir’planniﬁg of industry
operations,

4. In the last four years the Soviet oil industry has not béen able
to increase efficiency of drilling rigs. In fact, it seems that industry
strained itself to maintain it at a point vreached by 1959,

5. New deep drilling equipmeﬁt including mud pumps, electrodrills,
etc., that were scheduled for deliveries in the first four years of the
present plan have not reached prbduction lines as yet. Only a few of
such rigs were manufactured and are now undergoing field tests.

6.:- The two pipe mills that can make 40-inch line pipe are in
of)eration. but a third one, after delays, is now scheduled to go on
pro‘duction in March or April of this year. Two presently operating mills
are behind on deliveries and there are sho rtages of 40-inch pipe which

is badly needed in completion of Gazli-Cheliabinsk and Drujba pipe lines.
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»7 e 7. In drilling below 2, 000 meters the industry needs better drill
. pipe and bits. In the .manufacture of drill pipe the industry uses eteel
which has physical properties only slightly better than thet used in the
U. S. in manufacture of N-80 pipe. In deep drilling with turbodrill the
iﬁdustry is trying to use diemond Bits.‘

8., To improve management of industries the Soviet Government
re-organized the country into smaller number of.economic districts,
centralized all construction unaer one ministry in Moécow and made
the Communist Party (central and local) responsible for planning and
realize.tion of planned production.

9. In preparation of production targets for 1959-1965 the population
of the Soviet Union was underestimated. As of Janﬁary 1, 1963, pepula-
tion of the Soviet Union was 4.0 million over the estimate, and it has been
stated that changes in sorhe production targets are to be made accordingly.

10. Drujba pipe line wes originally scheduled for operation by
the end of 1963, Recent press releases on this pipe line give no indica-
tion of thisv possibility or of the present thinking on the cofnpletion date.

It would appear that, with indicated shortages of 40-inch line pipe,
Kuybyshev_-Mozyr section cannot be completed this year. At best, this
line can be placed iﬁto operation in the last half of 1964. |

11. The Soviet oil industry has ; crude oil production target of
205, O_million barrels for 1963, ‘vor a rate of 4, 100, 000 bbl. /day. It now
app’éafs that the industry can easily achieve its 1965 planngd target of
4, 800, 000 bbls. /day. In fact, 1965 crude oil production could be in the

order of 5,000, 000 bbls. /day.
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