B i

LT e e

AD-779 992

A NATO EXTENDED CONFLICT WITHOUT
MIDDLE EAST OIL

Berlyn K. Sutton

Army War College
Carlisle Barracks, Pennsylvania

18 October 1973

DISTRIBUTED BY:

L

National Technical Information Service
U. S. DEPARTMENT OF COMMERCE
5285 Port Royal Road, Springfield Va. 22151

005

/

v

Best Available Copy

gid

A M v 4 e ot e e et o o e o e R 6 B TR

R




e S——E kb a1 b 2 oo oot

T

SECURITY CLASSIFICATION OF THIS PAGE (When Date Entered)

AR T L bR N Y S

AD779.992

| REPORT DOCUMENTATION PASE : ser EAD INSTRUCTIONS
1. RL.PORT NUMBER 2. GOVYT ACCESSION NOJ4 3. RECIPIENT'S CATALOG NRUMBER
4. TITLE (and Subtitie) S. TyYyPE OF REFORT & PERIOD COVERED

A NATO Extended Conflict Without Middle East 0Oil: Student Essay
. 8. PERFORMING ORG. REPORT NUMBER

7. AUTHOR(®) ] . 8. CONTRACY OR GRANT NUMBER(s)
COL Berlyn K. Sutton, FA .
9. PERFORMING ORGANIZATION NAME AND ADDRESS 0. PROGRAM ELEMENT. PROJECT, TASK
o AREA @ WORK UNLT NUMBERS
" US Army War College X
Carlisle Barracks, Pa. 17013 \J : .
11. CONTROLLING OFFICE NAME AND ADDRESS 12. REPORT DATE

18 October 1973
Same as ltem 9, 3. NUMBER OF PAGES

F.t3

14, MONITORING AGENCY NAME & ADDRESS(!! different from Controlling Otfice) 1S. SECURITY CLASS. (of this report)

Unclassified
188, DECL ASSIPICATION/ DOWNGRADING
SCHEDULE

16 OISTRIBUTION STATEMENT (of this Report)

Approved for public release; distribution unlimited.

. DISTRIBUTION STATEMENT (of the abstract entere 1 In Block 20, If different from Report)

. JUPPLEMENTARY NOTES

. KEY WORDS (Continue on reverse side If racesswy and identify by block aumber)

!-“U«l«-')‘“l»’&.! TrOHNICA
bt A TION SERWIEE
e e e

PR I BN S ]

20. ABSTRACT (Cor . ue cvt reverse side If necessmy and identity by block number)

It is the purpose of this paper to evaluate the threat of loss of the
Middle East petroleum resource:. to the NATO nations, and to analyze the nature
of impact which such a loss would have upcn the employment of a given NATO
grounl and tactical air force in an extended conflict. The reality of the
threat, crude oil reserves, crude oil production, refining capacities,
refined production, demand for refined production, and NATO force petroleum
requiremegts were examined. Data was gathered by using a literature search,

‘.“3

DD 9™ 1473 ceoition o 1 NOV 85 1S oBSAL ref 2 !
' ‘5 o e

s,

%

K3

: e

) ES ;
e gl KN S f 4. e S o
1} $e€URITY CLASSIFICATION OF THIS PAGE (When Dats Entered)

JAN T3

P % L oh T




SECURITY CLASSIFICATION OF THIS PAGEWhen deie Entered)

Block 20 continued . og N

through personal interview with a petroleum affiliated official, and by written
correspondence with a representative of The Department of Logistics of the US
Army Command and General Staff College. It was concluded that a genuine threat
to the continued flow of oil out of the Middle East does exist. The impact of
this loss would fall upon the nonessential industries and the civilian populace.
It was further concluded that there would be zmple crude and refined petroleum

to maintain production in essential industry, to suppert the NATO force, and to
provide for the necessities of the civilian populace.

SECURITY CL ASSIFICATION OF TriS FAGE(When Dats Entored)




r

m

I
v %" g gt g N R SRBIR pt ER 1,101 A HO JE

g T A YR N AR R R B SMPTIR T F ERENTHET teaneoy SURKYOST AR SRR DRI BN I 1 S T R - g

USAWC RESEARCH ELEMENT
(Egsay)

' those
Tne views expressed in this paper are
of the author and do not necessarily reflect
the views of the Department of Defense o:aany
of its agencies. This document may not

1 it has
d for open publication unti
;:t:azieared bgythe Vepartment of Defense.

A NATO EXTENDED CONFLICT
WITHOUT MIDDLE EAST OIL

by

Colonel Berlyn K. Sutton
Field Artillery

Apnroved for puhlic raslense:;
distributionunlinited.

VORI Wy

US Army War College
Carlisle Barracks, Pennsylvania
18 Cctober, 1673

i




e T At

B N e ot T T

¥t o

Table
Table
Table
Table
Tabie

Table

1

31

by

51

61

BT e e a e o L e ey e

SPECIAL TAPLES

Selected World Crude 0il Reserves, 1969 - - -- -

Crude Petrolemm Pfoduction. 1971 = = « v = = « =
Crude Qil Refining Capacity, 1969 = = = = = =« =« =«
Refined Production, 1971 « =« « - - - - - - f -

Demand for Refinéd Production, 1971 - ; - - - -

NATO force, per-cent Class III requiremehts - -

v,

10
11

13




™

A NATO EXTENDED CONFLICT
WITHCUT MIDDLIE EAST 0IL
The question arises as to whether or not there is a
genuine threat that Middle East o0il resources might somehow
be interrupted. Should such an interruption occur, what might
be the impact ﬁpon NATO? Where and how might fhe impact be
felt? Cculd NATO adjust and carry on during an extended
conflict?
The answers to these and other.relatéd questions lie
in an analysis of the economic and political situation as it
exists in the Middle East today. Other keys are found in a
study of the entire petroleum production and consumption.
process as it r2lates to NATO requirements. Finaliy. viable

alternatives must be considered.
THE_THREAT

There js growing anxiety . the western world that the
flow of 0il from the Middle Ei.st, the life blood of today's
commerce, might somehow be interrupted. Past agreements ma:e
Qith the 0il producing nations of that part of the world,
current events as they are now developing, and known'enemy
capabilities lend credence to this great concerne.

The leaders of the middle eastern nations are rapidly
awzkening to the power which they poss2ss and are flexing
their muscles in manners which a few short months ago were
congidered only remotely possible. There are assertions that

these 0il producing nations might use 0il as a political tool
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to coerce the United States to revise policy toward Israel
which would more favor the Arab nations. It remains to be
seen whether or not the United Stétes and the western nations
can devise means to discourage the use of Middle Eastern oil
as a political tool.

There was a time when weste'n oil companies exercised
unchallenged control over all facets of oil produétion in the
Middle East, With changing time: and forcce in the world, and
with the arrival of a ycung and’enlightened Arab on the scene,
this old arrangement has been changing. Significant actions
which have recently taken pla:e serve to illustrate this point.

The advent of "participuation" signalad the beginning of the
changes which are now takiﬂé place in the Middle East. This
plan which ultimately conceldes up to 51% ownership of oil
companies by local governménts is now an accepted fact in most
0il producing nations of’%he Middle East. Long range agreeménts
have been consummated which will place legal control of oil
production in native hands.l

A more recent occurrence in the Middle East, and of far
greater significanée in all its~ ramifications, is the action
recently taken by Libyz which nationalized 51% of the holdings
of all major oil companies still operating there.2 The relative
ease with which this flagrant action was accomplished clearly
demonstrates the dawn of this mew era, and could lead to more
guch actiors. It is greatly feared that agreements on partici-
pation might be hastened as ano—ther result.

The possible consequences ~f participation and




‘nationalization are not hard to imagine. There is no assurance

that those in control will allow oil production to grow in

keeping with the worl’d wide demand as the middle eastern

coffers f£ill with more wealth than can be imagined.

The possibility of outright seizure of the Middle East
! : cannot be ignored. The Soviet Union, through her actions in
recent years, has demonstrated an increasing interest in this

region. The strategic importance of this area takes on new

e B 6w o

y
% ‘dimensions as the Sino-Soviet block contemplates its own
2 : fufure needs, as well as the possible denial of the valuable

middle eastern oil resources to the West.

There can now be little doubt that the continued flow of
;o ' oil from what once was a patronizing constituency in the
remote Middle East can no longer be taken for granted. The.
¥ : threat is real, and must be dealt with in an effective manner

if an energy crisis of world wide proportions and far reaching

consequences is to be avoided.

CRUDE RESERVES

The configuration of world wide crude oil reserves is

becoming a matter of ever increasing importance as the energy

demands on earth double and redouble at alarming rates. It is

R e w3 e SR Aok

bemusing that that the world's largest source of crude oil

rocas

should lie in one of the most underdeveloped and least energy
demanding regions on the globe. The 1969 distribution of

proven crude oil reserves for selected key areas of the world

T S R S e x

jg shown in table 1. There have been no discoveries made in




- recent years of sufficlent magnitude to have any appreciable

affect upon the ﬁercentages shown.

Location Percent of proven reserves
Japan . 01
Western Europe .38
United States 6.73
Middle East 59.34
Sino~Soviet block 13.00
Free world : 87.00
NATO nations 9.38

Selected World Crude 0il Reserves, 1969
' Table 1 3

There are some significant observations to be derived
from this table. The United States, Western Europe and Japan
collgctively contain only 7% of the world's crude reserves
but are consuming nearly 70% of refined products, as will
later be seen. The only assured crude oil reserves for the
NATO nations is reflected in the 9.38% which they themselves
contain. This might become an important factor in the event
of an extended engagement. The Middle East, with nearly 60%
of the worid total; is obviously in a commanding position
as one views the depleting reserves elsewhere. Such a lead
is overwhelming. | |

There are no short term solutions to the maldistribution

of crude reserves. KRecent discoveries in Indonesia, Alaska and

the North Sea are important but relatively insignificant when

conpared to an estimated 600 billion barrels of world crude

fem st

reserves. Exploration and development'of US off-shore fields

Mic e o

is a long range project which will require years to bring
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into prédﬁctioh. The same islfrue 6f‘éourse with'the vast
quantitieé of o0il shale and tar sahdlrééburées found in

the United States and Canada.-ifsis estihafedjthat these
sources might contain as much oiL'ﬁotéﬁfiélfas all the known
reserves in the world today. Studghts,d£ petfb1eum trends -

point out that for quite some time now the’oil_industry has

maintained about a ten year suﬁply‘of'pfOVen'reservesyu This

would indicate that perhaps only‘suffiCient exploraticn is

programed to maintain such a margain.

It is apparent that the Middlg Eas* presently enjoys a
dominant poSitioﬁ in crude reserves. It is equally apparent
that nothing is likely to change this position in the short
run. Should the NATO nations suddenly find thémselves depen-
dent on their crude resouvces alone during an extendea con-

flict, there could be seriosus problems;

CRUDE PRODUCTION

Of far greater importance to the.sudden and unexpected

~ employment »f NATO is the matter of éfude productioh{ The‘

world wide distribution of crude extraction facilities would
have great bearing on the capabilities ¢f given nations and
alliances in the event of war. It is to be considered that

in some o0il producing nations crude production is now teing

. controlled and A some instances reduced as petroleum is

coming to be viewed as a finite natural resource. The United

States has, through individual state controls. restricted

both 0il well density and production for some time now.5
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The 1971 crude production statistics for major regions of

the world are shown in table 2.

§ N AR TR P T

Area Bbls/year(millions) ﬁ-df;Wopld

i Western Hemisphere . . .

: United States 3,454 .20

; Other Noith America, S

: Central America and o

X Caribbean 674 _ 4“

: South America 1,689 - 10
s Total 5,317 3%
=§ Eastern Hemisvhere - Ce
oy Western Europe 131 1
L Middle East 5,979 34

! Africa . 2,067 12

f Asiatic area 581 3.
e Total . 8,758 53

: non-Communist world 14,575 8

: Sino-Soviet area 3.02 : 16
i Total world 17,673 - 100

o NATO nations 4,066 23

.i. Crude Petroleum Production, 1971 :
Table 2 6 : ]

e g thae

It is seen here that the Middle'East-maintains'a very
strong position in crude production with alﬁbst one-third
.of the world total. The NATO nations collectively are pro-
ducing onlyv23% of the world total. This falls short of the
demand within NATO, and places that group of nations in a
crude oil importing position. Much cowes from the Mid-Eést.l

NATO dependencé upon fhe cruce exports from the Middle
East places increasing importarce upon the strategic value

of the area. Japzn and Western Europe, -eceiving 90% and

s R

50% respectively? are particularly dependent upon the Middle
FEast. The United States, while not presently requiving

of that region such large amounts, views the Middle Fast

e AGERER, T 6
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as a possible source to fill the projected needs of the

future. However, there are indications %*hat the United States
will move toward the adoption of new energy volicies designed.
to reduce previoﬁsly articipated dependance uéon the 2il
rezources of the Middle East.

It is seen that the United States possesses nearly 85%
of the total NATO crude oil reserves. The current-energy
crisis has caused a relaxaticn of production restrictions
previously noted, and as a result most 0il production facili-
ties in the United States are producing at full capacity now.8
The projected productiorn of both the North Sea 0il fields :nd
the Alaskan slopes will have minor impact as consumpiion is
expected to grow by amounts which will exceed anticipated
output. In short, there are no rapid ﬁeans of ;ncreasing
crude production in t%e NATC nations, and there seems ©o be
no controllable resource from which . the betic: than 2.5
billion barrels of Middle East crude o0il being imported by
the NATO nations might be replaced.

| The immediate situation is that the NATOQ nafions are
heavily dependent upcn Middle Fast crude'oil, and there are
no readily availasble alternative sources. Should this source

i be interrupted, it is apparent that therz would be consider-

able impact upon the economies of NATO.

REFINING CAPACITY

A most critical step in the total refined oil prod-

uction process is that of refining capacity. It ig in this
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important step that nations, regardless’ of cruce reserves

and production, can realize an opportunlty to grasp control
of the petroleum process. The 1969 crude oil refining
capacities for the non-Communist world are shown. in table 3.

Sino-Sovie: block figures for that year are not availébler

Ares Bbls/year(millions) % of world

. Western Hemisphere

United States 4,255 30
Other North America, . :
Central Amerirca and

Caribbean ' ?32 5
South America 1,72 10
Total 2715 E?
Eagtern Hemisphere _
Western Europe - 4,703 33
Middle East 838 6
Africa 272 ﬁ
Asiatic Area 1,%2 14
Total 70513 55
non-Communist world 14,328 100
Sino-Soviet srea not available
Total world unknown
NATO nations 8,940 63

Crude 0il Refining Capacity, 1969
Table 3 9 :

Here it is.seen that the developed nations have in
fact retained adequate facilities to approximaté their
demand for refined products. The NATO nations themselves,
with 63% of the WOrld total, are in a powerful position
relative to the Midale Eastern nations which have only
6% of the world total. The crude producing nations of the
Middle East would like very nﬁch to gain control of the
refining process, and cert: 1y have the necessary capital

to do so. The lack of indi  .ous personnel with the




 necessary degree of technological know-how has been énfimpor-
- tant factor in restricting their progréSs iﬁ;thia‘dir§§tibn.
Should the Middle East gain control of refiheriéél“with .
" sufficient cepacity to handle ite own’éfudé production, the
rest of the free world would be in a weakened'powgr position
‘indéed. Thg present balance between the crude production of
the Middie East and the refining capacities of the rest of
the free wdtld is the best position which the NATO nations
can presently hope for. » |

Refining cvapacity is a controllable factor in that
. refineries maybbe expanded and constructed. However, this
process is a time consuming matter requiring onAthe aversge:
of better than two and one-half years from beginning to end.
It follows trat refining capacities cannct be rapidly inc-
recse¢ on short notice. l

The NATO nations find themsclves in a favarable position
relative tb *he Middle East in the category'of~refining
capacity. In this regard, the loss of the Middle East would

have very little im:act on the western world or NATO.

REFINED PRCDUCTION

The final ard decisive step in the refining ﬁrocess is
tﬁat of refined production, the maximum of which is 1imited
by refining capacity. As recently as 1971 the refineries of
the world were operating at only 87.5% of capacity.l0 As a

result of the pressing cnergy crisis of late, this conditien

hag now changed, and refineries are producing at capacity@ll




Table 4 shows refined productioﬁ statistics for the year 1971.

Area Bbls/year(millions) Z'of world
Western Hemisphere ' L

United States - h,423 , 25
Cther North Americs, , ,
Central America and

Carivbean . . 1.251 6
South America é. 09 8
Total : ) ’883 39
Eastern Hemisphere- :
Western Europe L,714 26
Middle East 881 5
Africa 223 2
Asiatic area : 2,2 1
Total 8,122 E&
: non-Communist world 15,325 85
Sino 3oviet area 2, g 15
Total world 17, 100
' NATO nations Tel55 51

Rer<ined Production, 1971
Table 4 12

It is séen that the NATO nations hold a dominant posit-
ion in refined prdduction relative to the Middle East and to
the rest of the world. They are , in fact, veryfnearly
self-sufficient in that they are producing about 90% of their
own demand for refined products.

The‘NATO nations find themselves in an advantageous
position as regards refined production. Loss of the Middle
last réfihed production would have very little impa.t upon

NATO capabilities.

DEMAND FOR REFINED PRODUCTION

It comes as no great surprise to see that the non-

Communist world is demending 85% of the world production of

10
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_réfined ﬁroducts. The. United States is the leading area in - o
coﬁsumption but is closelykfoliowed by Western Euro§é;>whdsé S ‘gg
rate of consumption is growing faster than that of the United
States.13 The 1971 demand for refined products'is sﬁown in

table 5.
Area - o Bbls/vear(millions) % of world
Western Hemisphere . : '
United States 54555 ) 3

Other North America,
Central America and

Caribbean ' gue 5 ]
South America ‘ L ‘
Total 7,122 Lo :
Eastern Hemisphere : f
Western Europe h,712 27 ;
Middle East L6o 3 -
Africa o 288 2 !
Asiatic area 2,U51 14
Total 7,011 L5
non-Communist world 15.g73 85
Sino-Soviet area 2,622 15
Total world 1?,395 100
NATO nations 10,142 57

Demand ror Refined Production, 1971
Table 5 14

In compgring refined production with demaﬁd,'it is
noted that most areas of the world are nearly self sufficient
in the production of refined products. The notable exceptions
are the.United States and Western Europe, which is almost
synonymdus with "NATO". The NATO nations are importing almost
one billion barreis of refined products per year, or about 10%
of their annual requirement.

The NATO nations are -collectively consuming better than
ten billion barrels of refined products per year, or 57% of

the world total. It has been seen that the NAT) nations have

R P e e TR
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" access to crude resources and refining capacities which would

permit production of nearly 7.5 billion barrels of refinedf
products per year, éven without Middle East crude oil. It‘is
paradoxical that the NATO nations, which consume suchilarge
quantities of pefrcleum in pursuit of their domestic econo-
mies, should find in this an asset should there be a military
encounter., It wiil be seen that this huge flow of petroleum
within and anong the member nations permits the support of a
sizeable war effort with minimal demand upon that flow. On
the contrary, and with greét possible significance, the Sino-
Soviet block would be hard preséed to support a similar size
force from ite much sméller flow of petroleum.

: waever, there would be great impact upon the consumption
of refined products in the NATO nations should the annual
supply of better than 2.5 billion barfels of Middle East oil

be discontinued. This impact would manifest itself through

" allocation and rationing of éll forms of refined products in

the non-essential segment of the various economies.

NATO FORCE PETRCIEUM REQUIREMENTS

The current NATO land force, cémprised of elements from
participating nations, is placed at 1,110,000 men organized
into 61 divisions.15 For the purpose of this study, it is
assumed that the NATO force will be rapidly expanded to number
3,200,000 men and will»be comprised of all the ﬁecessary
support fcrces, both army and aif force, to deploy a 61

division force. It is furthur assumed that the multi-nation
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force is homogenicus in nature, per~itting the use of stahdard o

US Army logistical consumption tables for planning purposes.16‘
| Through use of the standard theatre sligé of 51.955'méﬁ.17
applied to the theatre force of 3.2oo.oob it is cpmputed that
thefe wouid be 61 division slices. By application of the 2035
daily shbrt.ton Class I11 reﬁuirement per division slice.leit
is determined that the force &s a'whole would require 124,135
short tons daily.19 Converting this to the coﬁmon unit of
measurement used throughout this paper, it is‘computed that
the daily petroleum requirement would be 821,910 barrels.zo
This figure, while quite impressive, is put into»proper

perspective througn the comparisons shown in table 6.

Selected statig*ic Bbls/day(thousands) Force % of
NATO crude production 11,139 7.4
NATO refined production 24,973 3.3
NATO refined demand 27,786 ' 2.6
Free world refined production 41,109 2.0
Free world refined demand 41,116 2.0
NATO refined production minus
Middle East crude 20,148 .1

NATO force, per-cent Class III requiremsnts
Table 6

These figures serve to disclose the magnitude of petro-
leum production and cons'mption in the civilian segment of the

NATO society as *t might relzte to the demand by the military

force in a rather large scale conflict, The significant figures

are those indicating a NATO force requirement of only 3.3% of
current NATO refired production, and a 4.1% requirement in the

absence of Middle East crude oil for refinery input.

13
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If one might assume continued éupply of all crude oil
excepf that from the Middle East, and unintérruptéd refinery
operation in the NATO camp, the impact of the NATO fofce e
petroleum requirement would be relatively slight. It is
conceivable that a much larger force cquld bte supported

should the situation call for it.

CONCLUSION

It is seen in the foregaihg analyses that the great
shortcoming among NATO nations is in the crude oil reserve |
"and produétion capacity. The o0il fields in Alaska, the North
Sea and Indonesia which once held great hope for the future
will now only serve o absorb éome of the anticipated growth’
in demand of the future. The development of alternative
resources such as o0il shale, and tar se: aauire time and
technologies which will preclude tﬁeir being a significant
factor at the moment. The séme is true for other energy
sources such as solar, geothermal, breeder reactor, ocean
tide and the like. Should an immediate‘crisis arise, severing
the Middle East crude oil supply, there is little which can be
done to replace any significant quantity of the loss. ‘

" The strength of the NATO nations lies in the fact that
they pcssess great refining capacity. Even though they are
net importers of refined products, they are sfill pfoducing

an impressive 10 billion barrels of refined products yearly.

Even in the absence of Middle East crude oil, should all other

sources remain intact, the NATO nations could produce upwards

14
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milifary force would represent a rather small per cent of the

of 7.5 blllion barrels of refined producfs‘énnuaily;'ﬁhich
is nearly 20 million »irrels per day. |

The NATO nations are thg largest consumers of refined
products on earth. This is seen as an advantage in that it
provides a large base of 0il flow from which the NATO force
might draw for it8 needs. |

.it is seen that the Class 1II requiremerts for a lérge

current NATO refined production. Even with the loss of the
Middle East crude supply, the NATO force in itself would
demand a relatively small percent of the,remﬁining refined
production. There would be ample petroleum to meet'the needs
¢f the NATO force, should Middle East crude oil loss be
the only negative factor encountered. |

Cértainly the loss of better than 2.5 billion barrels
of irreplaceable crude oii will not go unnqticed. Given the
fact that in a show down the military and defense require-
ments must be given priority, the point of impact must fall
upon the nen-critical portions of the economy. The individual
citizen would feel the affects of pétroleum shortageé. As a
result of rationing of all foerms of refined products, he
ﬁould be required toc sacrifice many of the superfiuoua
creature comforts of modern day society.

The NATO nations, with the 7.5 billion barrel
productive capability, could meet the needs of essential
war indugtry, provide the necessary retroleum products for i

Class III support of the militery force, and at the same time B

15
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provide for‘the basic needs of its citizens. Priority would
be placed upon the matter of national survival. Should the
NATO force fail to accomplish the assigned mission.lit wouldv

rot be for lack of necessary petroléum supply.

T f Sy
. Berlyn K. Sutton -
CCL FA  USAR
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20. One short ton = .90? metrlc tons. One metrlc ton =

7.3 US barrels. 124,135 x 907 x 7. 3 = 821,910 bbls/day.
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