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S t a f f  Memorandum No, 218 

Oil in the Mi. .Eas t  

Prepared by A.M. Kaiseouni 

Ootober 16, 1947 

1. The fmDor tace ,o f  the Middle East In Oil S u ~ ~ l g  

Oil I s  one of the basic commodities in short supqly in the world 
today. Tnerc was indeed a subs t an t i a l  increase i n  production, raiaing 
its level in t h e  first s i x  morlthe of 1947 t o  145 percent of 1938, but 
consumption has also increaseA considerably, and is now hipher t h m  
dur ing   the  war years. This is due to sevora'l factors including urgent 
r ehnb i l l t s t i on  needs, the  e f f ec t8  of war-time l n d u e t r l s l  expansion, 
notably i n  the United States,  economic progress i n  t h e  raw material pro- 
ducing countr ies ,  t h e  raDid mechanjeation of agr icu l ture ,  the greatly 
extended uqe of oil in shipping and the  universal shortage of cod,. 
T h i a  expansion in demand is l i k e l y   t o a n t l n u e  owing to the preaence i n  
many countriev of a large pent-lp demancl for pctroleum produots which 
has not  y e t  beoome effective, e i t h e r  because of the present  inability 
of 1 hesa countries t o  pay fo r  a l l  t h e i r  import needs, or f o r  lack of 
t h e  necess ry consuminp fac i l i t i e s  ( 8 . p .  mokor veh ic l e s ,   t r ac to r  3 ,  oil- 
burning in s t a l l a t ions ,   e t c . ) ,  Further conversions from coal to oil are 
alao b u n d  t o  give an added impetus t o  the expansion of demand. 

The present l n a b i l i t y  of the 011 industry t o  meet the expanded 
demand is not due t o  a lack of oil reserves. Indead never before in 
the industry's bistory have established and  prospective undermound 
resources beon greater. ' Ih l+  is lacking are adequete pipel ines ,  re- 
f jnc r i e s ,  s toraee  f l c i l i t i w ,  tankers c tc  Refineries in p a r t i c u l a r  
are  the t l g n t e s t   b o t t l e n e c k   i n  t h e  inquatry, Some wore destroyed or 
damnTed during the war an? new construct ion is d i f f i c u l t  in t h e  face of 
continued  shortages of materials and equlomenl, s k i l l e d  nersonnsl, 
t ransuort   bot t lenecks and the like. The inadeouate number of tankera 
may well be t h e  second worat bottleneck i n  the  Industry,  and expl- lns  
t he  x %pSd devcloment  of cer tain souraw of sunply nearer t h o  distribut- 
ing centers  ao well 9 s  the  eapesness oi the o i l  compmies t o  bui ld  long 
pipelmes which wmld save them a long tanker  haul. 

The rellLive Smportmce of Middle E s o t  production hqs t o  be s tudied  
abainst  thie background of shortages and bottlenecks. 

The irnoortanco of the E41 Idle East a3 a produaer of o i l  is rapidly 
assuming subatan t ia l  roportiona. Befora t h e  l as t  war it accountod 
f o r  about 5 Der cent- 9 of world oil supplies,  by t h e  f i rs t  half of 1947, 
the pronortion had lncreased t o  10.1 per c e n d  The impqrtanae o f  t h s  
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area is, howcver, much gre ‘er as an exporter than RS a producer of oil ,  
In 1946 about 32 per aent- 14 of the t o t a l  net exports of all producing 
areaa came from the Middle 1 ast. This contraet is due t o  the f a c t  t h a t  
the U S wh4oh produaes o v a  60 per cen t  of the world ojl supplies 
consumes nedr‘ly as much 9s it nroducwg  while Middle C a s t  consumption 
i s  much lower thnn i t s  production 

This rapid development 13 of reaent o r ig in ,  f o r  although petroleum 
has been known i n  t h e  Midfile East for  R long time, the region began t o  
malco an important  contribution t o  world supplies only after the first 
world war, further progress was made durjng and after the second world 
war, In the  first war t h e  B r i t i s h  Government, desirous of securing a 
supply of o i l  for i t a  f l e e t  whioh had been converted from ooal burning 
t o  oil burning, stopsed up production i n  Iran. h r i n g  t h e  laet war it 
was msinly American i n i t i a t i v e  which enhanced the r e l a t i v e  imqortsnce of 
the Middle D o t .  Consumption in the United State8 had risen t o  record 
levels ,  while its woven restrvea, owing t o  shortages of men and mater- 
ials and t o  earlier in tens ive   explo i ta t ion ,  have n o t  been incraaaing 
proportionately lloreover it was to the advantape of t h e  Allies t o  
develop sources of supply nearer to the main t hea t r e s  of warfare, and 
also t o  expand s u p ~ l l e a  a l t e r n a t i v e  t o  those from the Elst Sndies, which 
were threatened and l a t e r  occupied by Jzpan These considerations led 
t o  the rapid developmmt of Saudi-Arabisn production, which is s t $ l l  
expeQted t o  increase considerably during the next few years, 

The ratrid increaoe in U 5 domestic consumption has considerably 
I educed the  margin avd.11’ 10 f o r  oxport. In 1938 net U S. oil exports 
mounted t o  382,000 barrels 3l daily (19.1 million tone a year) , in 1946 
P 1/1947 World Oil Atlas, H & t o n ~ a s  -- Table on p.8 
”“~ I 

- 2/T,atest s t a t i s t i c s  show an imoort surplua of  oil i n  the United States - 
Fetroleum Prws Service, London, August 1947, 

A roueh average rate of conversion, equivalent t o  7.3 barrels per ton ie 
used here for genoral aomparisone, 



they had fallen t o  &,OOO barrels (2.2 mi17 ion tons a year) , Carribean 
exports had incressad i n   t h e  meanwhile foom 568,8W barrele daily 
(28.4 m1'11 i o n  tons a y e w )  t o  1,026,300 (51.3 mi l l ion  tons a year) , 
but the destruct ion  during the war of t h e  oil f ie ld3 and re f in ing  
fac i l i t i es  of tho  East  Indies, which used t o  be an umor tan t  exporting 
region, and the 1ncrePqlng demand for oil required a much larger volume 
of exports. It waq fortunate therefor0 that between 1938 and 1946 
Middle East production was more than doubled, 

Exports from the Middle East rose from 260,000 barrels da i ly  
(13 mil l ion  tons a year) in 1938 to 545,400 b a r r e l s  (27 .3  million tons) 
f n  1946 and ranked aecond ( a f t e r   t h e  Carribean) among the world' s ex- 
porting areas, I n  1946 about 60 per aent  of bhddle East o i l  exports 
went t o  Oceania and the  Far best and the rest went mainly t o  Ehrope. 
In t he  near future, when oi7 produotion i n  the E w t  Indies returns t o  
prewar condi t ions and is further expanded, the demand of Oceenia end 
t h e  Far Laqt for Middle I as t  o i l  w i l l  dacrense, while  incraes-ing con- 
sumption In the  Western klemisphere will further diminish its available 
margin for export t o  Europe, This would Leave the Middle %st  8 8  the  
main gclurce of supply for Eurooe and explains the  eagerness of t h e  
o i l  companies t o  construct nipe l ines  f rm the Kiddle Last fields t o  
the  Pmditerranean, 

Middle East oil production in 1938 was estamated a t  16 million 
tons, of which 10 4 mil l ion  came fron Iran and 4 5 from Iraq Traneport 
limitations howevor made ~t innossiblo t o  r a i s e  production t o  the maxi- 
mum n o s s i b l e  level, Othel msslble roxmns f o r  the l imi t a t ion  of pro- 
duot ian uere the interest  of the British Government, which had a pre- 
dommant oontrol ov r the  I ran ian  concession, i n  a long-term aecure 
source of aupply f o r  t h e  Navy, and t h e  desire o f  some of t h e  large 
companies holdint? other aonoessions i n  the  Middle ? s t  (and elsewhere) 
to maintain world  nriceo of oil by limiting supplies and ex30rts. The 
long berm m l i c y  of o i l  conservation should also be borne i n  mind, 

A comparison betcman t h e  ratios of 3 u t m t  t o  reserves In   t he  U S. 
and the Middle Elrt  shJws clearly the grelt  expsnsgon which is nossible 
i l l  t he  ~licldle r (st production, Proven reservos 3n the Middle Cast amount 
t o  27 bl'lion barreLs, $ , e  from 3 to 7 b i l l i a n  3arreI.s more than the 
L1 S, reserves, and a$ emloration hae been carried on much more inten-  
alve ly  in the U.S. than i n  the kiridto Cast, the chances t t e t  current 
estimates of wrves should be revlaad upwards aro much g r e a t e r   i n  the 
Middle East tilan in the  U,S, On the other hand i n  1946 production i n  
the  U,b was about 8 times as great 8 8  t h a t  of the Middle East. It is 
estimated that by 1950 or 1951 when t h e  projeoted nipel ines  from Iran, 
Iraq, and Saudi Arabia a r e  comploted, MiVle lbast produotion, which had 
risen from 16 t o  34 million tona between 1938 and 1944, will increase to 
Over 80 mil l ion  Cons, the main inoroases being i n  Saudi Arabia ( from 8 
t o  30 million tons) Iran (from 19 to 25 or 30 m i l l i o n  tons) , Kuwait 
( from 1 t ?  10 mill ion)  and Iraq {from 4 t o  13 mill ion) ,  h e n  this t o t a l  
oould be surpassed i f  more adequate transport f a c i l i t i e s  became available. 



8 Oil consumtion I F  t h e  Middle Eist is a t  4 very  low level and 
even after due allowanoe f o r  the noss j  b z l i t i e s  of inclusi r i s l i z a t i o n  and 
economio m d  soc ia l  dsvelonmcnt i n  that arm, the  rmrpin f o r  exnorto 
w i l l  remain very large. bIxdd.m but  consumptior was csLimated i n  1938 
at 1.7 m l l l i o n  tons and in 2945 hnd r1sm t o  about 5 mil l ion  tons. 
Thrc increase however was rnzin'ly 3tCributuble t o  war condi t ions ,  a 
large mrt of the increased consumption of Egvpt, more than 2 million 
t o m ,  was used for t h e  t r u n m o r t a t j o n  of a l l i e d  materiils, e t c  and f o r  
the  conversion of most of the railway astern and many of t he  f a c t o r i e s  
t o  o i l  consumption owing to the d i f f x c u l t i e s  of import inr  coal. Once 
t h e  world s'mortage of c o d  dlsapDears, the railways and t h e  factor tes  
may po back t o  coal ,  but  even i f  they remain  oil-consumers, loca l  con- 
sumtJtion t r i l l  remzln small relative t o  production, and as the vrojected 
develo~m,ents progress, the  rnargm  avai labl  f o r  exoort will increase 
considerably, 

2. Iran 

A. Cancess- 

1) Ingle-Iranian Oil Company 

Oil was first disrovered i n  Iran a t  the beginning of the present 
ceqtul-f bJ an Bustrallan explorer, KQOX Dl Amy, Tn 190;. he ob tahed ,  
i r  exchsnge f o r  16 of t h e  nrofltb, a 70 year c ncesBlon for 01.1 exnloft- 
a t i o n  caval-ing the whole Iranian t e r r i t o r y  wlth the exception of the 
f ive   nor thern   o roQinces  on the  Casplm S e s q  Owing to several facto1 a 
Lhe D ' A 1  cy Corrnnny was about  trJ fd l l  uhen the B r l t i s h  Admiralty, u isn ing  
t o  con$ rt from c o ~ l  burnmg t o  o i l  b u n l n g ,  had the D'Arcy C o q ~ n y  re- 
f lodted by t h e  Burma O i l  Company, which f o u d e d  t h t  rrnplo-Persian C i L  
Cornpdqy ( later renamed Aqlo-lraman O i l  Company) i n  1909 In 1914 'lr. 
Jjnston Shnrchll ' l  consdered it advisable tha t  the  British Government 
Showd have Borne cont ro l  over t h e  N3wl.s 011. ouoplics, drkd t h e  Govern- 
ment therefore g r a d u l l y  bought an lncreaslng pclrt of t h e  Com-xny's 
share caoltal ,  

I"o3lo~ring borne fmancizl  troubles with t h e  oil company, Iran 
cancelled th1s concoas4on In 1932, but in A ~ n l  1933 after protracted 
nogot la t ions and mediation by thc Leaque of natzons a new agzeement wqt3 
sqnea. This agreement, s t i l l  i n  foxce, incl-uIeG She fol lowing provialons 

(1) The concession area j s reduced to 100,000 sauare miles, about 
1/3 the prevlous 3r23, t o  be f i n a l l y  d e l i u t , e d  by t h e  end of 
133R The concosslcrn aree nou runs along thc w s t  and sovtb- 
west borders of lrm. 

(2) The concession 1 s  f o r  t h o  period bay 29, 1973 t o  Docember 31, 
1993, an extension of 22 years beyox1 the o ld  C O L ~ C ~ S H ~ U ~ .  

( 3 )  Thc compnny has a non-euclueive right to construct  and own 

( 4 )  The company shall m y  t q  t h e  Iranian Government ymrly ,  
rapcl lnes .  

(a) 4 gold s h i l l i n g s  a ton on 011 nold in Iran or exported, - "" 
1/See Page 6 ,  

A""" - 
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( 4 )  uontinued 
A s u m  equivalent t o  20; of any amount i n  excess of 
fi 671,250 (equivalent to 5,; on the ordinary stock out- 
standing in 1933) tlatually distributed to ordmary 
stock holders in my year, whether by way of dividend 
or as a distrlbutlon of reserve0 in excess of the 
company's reserve8 on December 31at 1932, 
For the first 15 years of the concession, i n  sxchange 
l o r  oomplete exemption from other Iranim t axs t ion  
nroaent o r  futum, a tay of 9 d par ton of o i l  on 
which royalty is payable up t o  6 million tons and 
6 d per ton  above that  figure, subject to a m i n i m u m  
payment of E 225,000, and for the  seoond 15 years, 
of 1 8 mr ton UP t o  6 million tons and 9 d per  ton 
in excess of that figure, with a minimum of E 300,000 
por anmm. L t  t h e  end of 30 years an 8 recment on 
sirnilrsr futurc nayments is to be reached, 

AB a Drotection against possiblo depreciatron of s te r l ing  the 
sums myable for tonnage, royalty and tax obligations are t o  be 
incrc  m d  proportionately to any rise in the price of gold in 
London above E 6 per ounae troy, 

(5) On emirafion of the concession the compny's property shall 
revert t o  the Iranian Government, and during the 10 yoara pre- 
ceding the exsiration the company ahall. not f$d,t or exqort that 
property from Iran, 

( 6 )  On axrdratlon of %he concession 01 it5 surrender by the compally 
?O,u of the reserve accumulated qfter December 31, 2932 shall 1 7 

t o  the Iranian Government, 

(7) For t he  sale of o i l  i n  I r an ,  Gulf of 14exlco or  R~mJLni8n 
w i c e a  -- whichever may be lower -- shall be taken a3 the basic 
m i c e  the or ice  o f  o i l  so ld  t o  the Dublic a t  tho refzsry 
ahall be 102 le5s than the basic price ani t o  the Iranian 
Government 25p.less. 

The company's present capi ta l  amounts to about E33 million in E 1 
shares of uhlch 7.2 millior are 8,0 aumulative first preference stock, 
5 .5  million %re 9k cumLdative second preference stock aDJ 20.1 million 
are ordinary qtock. gut of this the  British Govclnment ns SI 11,25 
 nill lion ordinary stock and El,oJO f i r s t  preference stock. As ordinary 
stock entitles the holder of E 1 ordinary share t o  two vote& while the 
holder of E 5 preferonoe sb4res is en t i t l ed  t o  only one vote, tho 
British Government thus controls over hb'lf: o f t,l e Comwnyl s voting powore 
Moreover i t  is entitled t o  a p p o m t  directors who have t h e  r i y h t  to 
reject rosolutions of the  board on certain aubjecbs, other d i r e a t o r s  
erjoying t he  right t o  apnea1 t o  t h e  Government. 



2, Other Concess~ons 

In 1907 t h e  mgl o-Rt s 4 r n  AgIernIent, known as the Groy Izvolsky 
agreeme,It divide4  Iran ~ n ~ o  I n  m e l i s h  and a 1111 s l  sn s ~ h a r o  of I n -  
f lueme,  t h e  ltittrr i n c l u h n g  t h e  f i v e  n o r t h e r n  nrovlncea of Alter- 
bai jan, Ghilun, 1 jazendc an, Anter&bad dnd I(hora3dun. In 1921, 
accordma t o  a HucsLat -3ran l  in  AgleernHnt, I ran  undertook not t p  prant 
ally concesoions in those provinces wi thout  Ru'3Sj.a@s colzsent, Iiussin 
trned reoeatedly t o  e x d o 9 t  Lhe o i l  rewrves in its sphore of in& 
fluence, and ~ n ~ l i s h ,  Am r jcan,  Dutch,ana Eronch iutarcsbs obtcrlnod concess- 

ions In t h e  atpq b3tween t h e  northern p rov in res  and t h e  Anylo Iranian 
c3ncesslon area, but  for vslnous rea9ont1 thsy all had t o  4 v e  up 
t h e i r  concesnons  and a t  grcscnt the Anglo-Iranian (111 Company remains 
t h e  only 0 x 1  compmy in Iran, 

During t h e  last wdr Ru.uia trld dpain to cbcain a concarsion in 
these reglons and on Aplil 4, 15.46 an agrement  way sicnod providlng 
for the fo l lowlng  

1) A Russian-Iranlan 011 Lxploitlng Compuny t o  be formad for 50 

2) Durlrg the flrst 25 yea1 s the  a ock of the comnany will he 
years. 

divlclod bptwem t h o  msulans mid t h L  'Iranlms In the proportion 
of 51 t o  49 and 9n the f o l l o w u g  25 years lt will be divided 
cqually br t w e n  them, 

3) rhe n r d i t s  of the company will be divided uroport ionatcly t o  
t h e  hold]  n a, 

4 )  The conccs l o r  g lan ted  t o  this compdny covers almost thc tho le  
area of t h e  f 3 ve no L t hc rn  VI ov ncel,, 

5) lran's c o n t r l h u t i o n  w ~ 1 1  rons is t  of thc 011 fialds w h i l e  t h o  
Iluu3lan c o n t r l b u t i o n  will consist OC t h e  nocesor-lry cqulpnent, 

6 )  At the  end ot tho 50 ymrU t he  Iranian Govcrnmunt CJD buy the 
Ilus , inn sharos or revi-w the c o n t r a b t ,  
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Production, which had steadily been rising i n  the  t h i r t l o s ,  
dromed sharply during t he  wal owing t o  the h a 7 d ~ d s  of t r m s p o r t a t i o n  
and t h e  ahortape of  tankers. It quickly  recovercd aftor the war and in1946 

rmct,eda record level. e q u i v l l m t  to almoat twice  t h e  nmx5,munl prewar yearly 
orduc t ion .  

I n  t h e  paqt,  I raninn O I L  production, despi te  the p o s s i b i l i t i e s  of 
expanslon, was purposely kept low, the capacitv of t h e  p ipe l ine  to Abadas 
and of? t h e  Ahadtill ref3nmy wad l imited,  m d  o i l  i n  excess of t h e  desired 
y u z n t i t l c s  wac3 thrown bzck m t o  tho  wells The agreemcnL of December 26 
1946, betwetn t h e  Anglo-lranian 011 Cornmny on the one hand, znd the  
Stand rrd O i l  Company of New Jersey and '3 cony Vacuum on the  other, pro- 
v i d i n g  f o r  the  j o i n t  f lnancino of a plpe l lae  from Irttn t o  the hediter- 
ranean and f o r  t he  sale of l o r g e   q u a n u t i c s  of 011 (reported to be about 
100,000 barrels daily) t o  the American Companies over a 20 year  se r lod  is 
therefore  of sp-cl91 importance, The pipo l jne ,  about 930 miles long and 
30 znchas in diameter and of a capacity of 3OO,OOO bsrrcls d a j l y  will be 
construated by t h e  Elidrlle h1-t P i p o l m e  Limlted, formed i n  harch 194'7 
and owne' 50 3 by Anglo-lrsnian, 40; by Jersey and lo,, by Socony Vacuum. 
I t  \rill end on the  Mediterrznean sea shore and thus avoul the lonp  tanker 
haul.  Phe bnlorjcan Colnpznj es arL Interastod i n  t h e  derd  because jt 
would enablo thcm t o  u.,e thc I r l u r p o  d i s t r l b u t z n ~  cznacity overseLs 
desoi te  t h ~  decl in ing  t len i l  of Amsrican exportq. Ihe U K w i l l  b t n c f l t  
from increased  nroduction and will vet do l l i r e  f l  om sales t o  t h e  Ame,i- 
can Companies I t  is sstLrraLe4 tha t  l f t t r  tho completion of the pipel ine 
by 1950 o r  1951, pIoiluotlon i n  Iran will r e w h  a figure of 24 t o  30 
mill ion tons a year, an lncruase of 6 to 11 million ton8 o v w  tho 1 ~ 4 6  
record. 



Iran has t h e  worldle largeot refinery; situated at  Alndan, on the 
Persian Gulf and operated by Anglo-Iranlan O i l  (rompmy, wit11 a charging 
capacity of 400,OUC' barlcls  dai ly  (20 mll l ion  tons  A. y r n )  uld  I 
cracking capacity of 125,000 barrels d l i l y  (6 ,3  mil l ion  tons a year), 
Additions are planned, 9nclud.lng a new cdtalytic creoker and lubri- 
cating u n i t s .  I n  1946 t h e  Abadan re f inery  processed over 90;0 of Iran's 
b U  production. 

There i s  also a small plant  a t  Kernanshah with a dai ly  capacity 
of 2100 barrels. ( .1 mil l ion  tons  a year) , 

" 
Iraq's Receipt 9 on, Account of QQ 

?he I ran ian  Ca~ernment~s receinta on account of 011 include 
royalties, taxes and a sum equivalent bo 20% of all p r o f i t s  exceedtng 
E6#1,250 d i s t r ibubed  t o  ordinary stock holders, As the offxcial  p r i ce  
of gold in London j s now E 8 685 per ounce, the royelty payment, revised 
i n  accordame with the terma of t he  193) hgrottment, is 5 79 sh i l l i~zgs  
c?r $1 26 per ton of o i l  sold i n  Iran or exported, Until 1948 taxes are 
nayable a t  the r a t e  df 9 d gold per ton on t h o  first 6 mil l ion tona and 
6 d gold per ton above that f i p r a ,  -- o r  corrected according t o  the 
same w i n u l b l e ,  at the rates of: 23$ and 15# resqectively. 

In 1946 Iran's r e c e h t ~  In sterling on account of these items o m  
be eatlmated at fallows 

(in rnilllons o f  u.S. Dollars) 

Royaltj ea or! 19 mil l i o n  tons at  ~1.16 per  ton 22,o 

Taxes -- on t h e  first 6 n u l l i o n  tons a t  22# per ton l e 3  

per ton 2,o 
on the balance of 13 mil l ion  tons at 15# 

Proflts - 2a3 of thc  difference between E 6 03  nill lion 
( 3 0 p  1945 dlvidcnd on ordinary capl ta l  stock)  
nnd E 671,250 i . e .  E 1.12 million or  4.3 

TOT \L Secelat  s 
".. - 
29e6 

These qums are oaid d i r ec t ly  to t h e  Goveznment of Irrm, To compute 
t o t a l  forc jgn  cuchmge rwejpts on acc unt of oil, the  loca l  txodurtlon 
cos ta  of t l  e company must b e  adqod, i n  so far as thoy are n o t  covered by 
l o c a l  sales of 011, No d e f i n i t e   f i g u r e s  are available, but local  costa 
of production, mainly labour co f l t s ,  in 1946 d m  estimated t o  have boon 
~1.00 per ton ,  or 919 mil l ion  in all. In 1945 the cornpmy em.rloyed 
62,000 non-Bri t i sh subjeots, presumably mostly Iranians, and 1900 
Brit ish s u b j m t e ,  If we SBSIUT~B that the averam earnines of the  Iranjan 
workors wem ?bout j1,OO per trorkjng day and those of B r i t i a h  subjeats 
nbout E500 t o  600 por yedr, and a f  due d l o w m c o  is made for the fart 
th ~b Borne of the company' B omuloyees A I O  angaged outs ide Iran or epond 
part of th-ir inoolnc o u t  icle the country in tho form of remibtancog t o  
t h o i r  fa rn i l iua ,  e t c  , we g e t  R f igu re  whsch i.9 i 1 1  reaoonable oorlfolmity 
with the ustimato of J9 million, 
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Rleaeipts on awount of o i l  eo16 locally can be estimated a$ 
follo s Iran'g oonsumption i n  1946 rJas mobably about 2 mil l io l l  
t o n 4  The d i s t r ibu t jon  of consumption betweer the  Government a d t h e  
general publip is not know& but aR prices in Texas during 1946 aver- 
aged about A . 5  per ba r re l  o r  ,11 per t o d l ,  it can be roughly estimated 
that l o c a l  sales 3 telded the equivalent of &17 or 18 mill ion to t he  
aompany 

From these caloulations it would aeem t h a t  the aompmy's receipt0 
on aodount of local sales roughly coveled its l o a d  exaenditure on 
m d u c t f o n ,  and that Iran's net foreign exchange r e c e i p t s  In 1946 on 

account of of1 were therefore  equivalent t o  the receipts   der ived from 
roys l t ies ,   t axes  and ahara of pro f i t s ,  It is d i f f i c u l t   t o   f o r e c a s t  
whether this rough equivalence between loca l  costs of productlon and the 
proceeJs of local sa les  will be maintained. There are four f s c t o r s  
involved, namely the  lelrel of wages, the  price of oil, the  volume of 
pr3duction lnd the  vohmo of consumption, In the text t w o  o r  three yeera 
the   ex t ra  ooats i nvdved  in laying the  pipeline and expanding vrailuctian 
wlll almoet  certainly r e ~ u l t  i n  a net excess of foreign exchange receipts.  
For a few years a r t e r  1950 i i  i s  probable t h a t  Iran will still have a 
favorable, thoueh smaller, balance on these Items. This view ie baaed 
on the faa t  t ha t  ploduction will increase coneidembly while there 1s 
no ,ground f o r  assuming a rapid increase in local conswption, 

A r m g h  estimate of Iran's r ece ip t s  of fore ign  exchange on account 
of oil i n  1951 - a f t e r   t h e  projected increase i n   t h e  Anglo-Iranian 
Concesqion area takes place, and assuming no other addi t ion t o  o i l  pro- 
duction i n  I r a n  - would place them a t  about p45 to b50 millions, 

Far estimatlw the economic s ignif icance of the oi' industry  for  
Iran, it i s  relevant  t o  commre these f igurea  with the natxunal income 
of the aountry, whlch in 1946 was o f f i c i a l l y  reported t o  the  International 
llonntary f i n d  as J,200 million, This f igure was however comnuted a t  
highlv inflated local  nr ices  and the nurchssinz power of Irsn'e foreign 
exchznge rece ip ts  ww muah higher than tho nbove comparjoon would suggeet, 
These rece ip ts  also r e v a s e n t  R substantid m y o r t i o n  of t h e  Gov~mment'e 
to tab  orchary and extra-ordinary  receipts - about 10 For cent ;  If they 
were not wa l l ab le ,   t axa t ion  would have beon much heavier, The mult ip l ie r  
effect should aloo not be fargot tun  t h e   o i l  industry is t he   l a rges t  
induet-v i n  Iran and i t s  effects on t o t a l  employment and production extend 
far beyond t h e  industry Itself, It should also be noted t h a t  Iran's 
h i u n c e  of trade is h i g h l y  de f i c i to ry  so t h a t  receipts of foreign exchavLga 
on account o f  o i l  vitally oontrlbute t o  Iran's ab i l i t y  to w y  f o r  fmporta, 

Iran's o i l  industry is also highly beneficial t o  Great Britain which 
owns most of the ordinary ahares o f  the hglo- I rsn ian  Oil Company, The 
U.L. gets not only ite share of dividends, but also the proceeds from 
taxat ion on the  company's pro f i t s ,  The U.K. Government1 s share of the - ~ ~ ~ ~ g u r e s  are available a t  p eaent for 1946 oonsumption; but judgbng 

""I "" 

from the  trend of consumption i n  previous yeara reported i n  the Petroleum 
Ahanac o f  1947, 2 m i l l i o n  t m s  6uema a reaeonsbl eatinate. 

z/kor p r i m e  oharged t o  t h e  Government and the publio m e  (7) on page 5.  
2/The p r i m  of Hamnian o i l  a t  this time had l i t t l e  practioal eignl f ioan~e,  
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1PlC6 profits can be ostimated a t  ~ 1 4  mil l ion  and income tax on the 
company' s 1946 Drofita was over 210 mill ion.  Total  U.K, Government 
,ecei 3ts of ;?A mil l ion  on account of the  Anglo-Iranian O i l  Cornuallyls 
aativities i n  1946 maJ be compared with 930 mill ion accruing t o  the 
Iranian Government, Another advantage t o  the UJ{* is its a b i l i t y  to 
pay for Its purchaaos of all from the Company in atorl ing.  The Agree- 
ment of 1946 for 0~Les t o  American oompnnles will a380 increase U.K 
dollar rmeidx.  

3. Irap 

A. Eoncssviona 

1) The Iraq Petroleum Company, 

Befwe the f irst world war German companies, aot ivaly interested 
in the o i l  of Mesopotamia (Iraq),  obtained ooncsasionc for explorat ion 
from the O+toman Emrllre. Enplish Companies (Royal Dutah Shell. and Anglo- 
Iranian O i l  Commny) were a100 intmeated in the o i l  of the a m a  and in 
1912 by an agreement between the British an4 t h e  Corman Companies the  
Tu1 kish Petroleum Company WJS pormm , jointly owned by tha  Nati m a l  Bank 
of Turkey (50 $1 t+e De\r~,eche Bank (25%) end the Royal Dutch Shell. (25%). 
In 1914 the Anglo-Iranian Company bought all t h e  shares of t h e  National 
&nk of Tutkey, and in 1920, follawlng the San Remo Agemont, France 
obtained Lhe sharee of tho Deutsohe Bank and the Compagnie Franccrlse des 
Pet ro les ,  owned 40% by tho French Government, was inatituted to adminj ster 
t h e  French dhare, In 1928 one-half of the shares owned by the  Anglo- 
I ran lan  O i l  Company passed to United StaLes ownership, Then the four 
oompsniss gave up 5% of the t o t a l  shares to Mr. Gulbenkian In return 
for his services i n  seauring tho  conoession. 

The Turklsh Petroleum CGmpany, IAQW called the Iraqi Petroleum 
Cornpay, i s  thus owned as follower 

23.75 per cent Anglo Iranian Oil. Company 
23,74 n r cent Royal Dutch She l l  
33.75 per cent Near E a +  3eveLopment Corporation (at 

present owm' equally by the Standard Oil 
o f  New Jersey and Socony Veouunt) . 

23.75 per aent Con~pagnie Franuaisc des Petroles 
5 per cant Mr. Gulbankian, 

Turkey, which waa crlaiming tho  provjnees of Mosul and Baghdad, 
gave up this zlairn in 1926 in eAchange, among other  things,  f o r  a yearly 
payment u n t i l  1951, equivalent to 10 ptr cant of the  royalties payable 
to Iraq, 

0 
The f inal  agreement with t h e  I r aq i  Petroleum Company signed in 1931 

gave the  company a aoncession oxtending to t he  year 2000 and the sole 
right t o  w p l  > f t  a l l  lards situated to the e a s t  of the Tigris covoring 
an area of J2,GOO quam,  miles. Tho agreemaat As0 providm7 for Lhe 



construct ion by the  company of a pipe l ine  of a aepRclt3 of not less than 
3 mlllion tons to t h e  Mediterranean t o  be comlsieted before the 3lst 
DcLembsr 1935. The company undertook t o  pay t o  the  Government forthwith 
alld unj il regu la r  export fmm the  Mediterranean sea-board bwpn, a sum 
of E 400,000 (gold) annuslly, O f  this sum E 2@0,000 was to bo advanced 
aminst future r c y a l t i e s  and E 200,000 waa dead r e n t  not reocvorabls by 
the cornany, Royalties were fixed as followst 

1. Unt i l  a date  20 years after the completion of a D i p d i n e  t o  a por t  

2. For eaoh period of 10 years after the said date the rate of Ld. 6. 
f o r  export shipment the rate a h a l l  be 4 a. ( gold) 

(gold) shall be increased or reduced by t he  percentage by which t h e  
n ro f i t  or loea s h a l l  be greater OF less dwing  t he  5 yosrs immed- 
iately preceding such period than durlnp the firnt 15 yeare o f  the 
aforesa id  20 years provided  that ,  

P r o f i t  o< loss ahall  mean t h e  difference between the average 
mqrket w l c e  per ton and the average cost  per ton of moduoing, 
t r a n s m r t i n g ,   r e f m i n g  and distributirg. 
"average market price per ton" s h a l l  mean t he  t o t a l  pr icetl 
obtained f o r  the producta of the said substance divlded by 
the  t o t a l  tonnwe of the  products and "average cost per ton" 
s h a l l  mean the   es t imated  tota l  coa t  of nroduclng, t r anspo l t ing ,  
r e f in ing  and distributing the said substance, d i d d e d  by their 
tonnage , 
The minimum rate shall be 2 s, ( gold) and bhe maxirum rata 
6 s (gold) The company guarantees a royalty payment of 4 8 .  
Q t c n  on a minimum nroductlon of 2 million tons for a neriod 
of 20 years after the  nipelins is opened. 

commutation of taxes the  comnuny a l ~ o  undertook t o  pay a sum of 
E 60,000 (gold)  or the f i r e t  4 m t l l i o n  tons on which royslt tf  is payable 
and E 7O,OOO (gold) and pro rata or  eaoh subsequent million tons,  

2) Other ConcessionQ 

In  1932 the Brit ish O i l  Development Company (owned 50 55% English, 
25,45$ Italian, 1% German and 12,0 Franco-Swiss) va6 panted a conoeaslon 
over all l ands  in tho Mnsul and Baghdad provinces west of t h e  Hiver 
T17r l a  an? nor th  of t h e  93rd mrallel .  This co.opany undertook to 
bLjld a , ipo l lne  t o  tho  Mediterranean and t o  export by 1939 a t  lrJast 
one mil l ion  trrm annually FLoloration b e e n  in 1933 and o i l  WAS 
found a t  Quayara, I n  1936 it wa8 e s t i m t e d  khat 2 mill ion tons could 
be Droduced annually if propor transpowtation facilities were available, 
However the I t a l i a n  war in Abysaivlia delaytd t h e  carryirlg out of t h e  
pipeline project and fxnally t h e  shales o f  the R r i t l - n  O i l  Development 
Company passed to the I\[osul Petroleum Company, a oubsidiary of the Iraq 
Petroleum Comnany, which a m e  t o  an agreement with the I r a q i  Government 
t o  goa+qone oroduction until two  y c a ~ q  af tw the cessation of h o s t i l i -  
t i e s  in exohange f o r  a noai-lntercat bearing 1uan t o  t h e  Government. e - 



The Basra Petroleum Company obtained a ooncession in 1938 
covering 311 l ands  situated south of f h e  province of Br tghd~3,  T h i s  
company is o t i l l  i n  t h e  exploratory stage, It  nays the Government 
of Iraq a dead rent of E 200,000 (gold) annually a m  has eventually 
t o  mske sahsf lc tory  arrawements f o r  the trmseort of a million tons 
of o i l  p r  year 

T le Khanaqin Oil Company was formed i n  1925 t o  acquire and operata 
tm ooncession hald by the  Anglo-Iranian G i l  Company over the IITraner- 
ferred Territorie41 (a strip of land alone t h e  Iraq-Iren Arontier, 
transferred from Iran t o   I r a q  when t h e  Turko-Persian frontier was 
aellmjte' shortly before World War I) I This company produoea o i l  
frolr 5 Naft-Khanah field and deliver0 it through ~t 25 mile pipeline 
t o  a fefinory near Kherraqin, the entire output o f  which ia consrrmed 
locally. 

Those three commnlos aleo pay a royalty of 4 3, (gold) per ton 
of o i l  e m o r t e d   o r  sold in Iraq and with the exoeptlon of the Khanaqin 
Oil Commny pay the  same rate a8 tho Iraq Petroleum Comnarly i n  commuttS- 
tion of taxation. The government io also entltled to take uo to 20$ 
of t h e  tota l  o i l  produced by t he  M3eul Petrolom and Basra Petroleum 
Comnenios free of charge for local  consumption, 

B, Production 

Produotion irl I raq  has so far been dependent almost e n t i r e l y  on 
t h e  Kirkulc f j e l d ,  1,200 feet  deep, 60 mClcs long and 2 miles wide, 
M y  15 of the  70 wells dril led in that f i d d  are ueed, and the i r  use 
is not continuousa As in Iran, nroduution is strictly limited by the 
oapaci ty  of the pinel ine and any excem 011 is sent back t o  the wells, 
Tho Amcrican Geologist, de Golyer, i n  1914 e s t i m t e d   t h e  reserve8 of 
t h e  Kirkuk f i e l d  a t  700 million tons Other f i e l d s  are those of 
Qusyara, M O S U ~ ,  discovered by t he  British Oil Deielopnert Company, 
(nroducing 30,000 tons r)cr year) and Khanaqin (producing 120,000 tans 
per year but capable of great development) 

Production since 1930 wae as follows 

IRJ_O.'s OIL nl lODUCI '~)N 
" Y e v  ~ r n ~ ~ 1 ~ o n ~ ~  t o n g  year 
1930 *1 1940 
193 1 ,1 1941 
193 2 0 1  19k2 
1933 .1 1943 
1934 1 *o 1944 
193 5 3 m7 1945 
1936 4.1 1946 
1937 4.5 
193 8 4.2 
1939 3 a 9  



Production waa greatly curtai led  during  the mr owing to the 
d l f f i c u l t i e s  of t ranspor ta t ion  from the Wediterranean, and t o  Vichy 
control of Syrlct and Lebanon, but since 1945 t h e  rate of production 
has been a t  or abovo orewar levels. 

A t  present there are two d o e l i n e s  12 inches in diameter extend- 
ing  from F i r 1  uk t o  Halfa and from Klrkuk t o  Tr ipo l i  (Lebanon) * Two 
other pipaljnen of 16 inches i n  diameter and  follotrlnp the same routes 
$0 Ihifa and Triool i ,  a1 e exnected t o  be cornplated ea r ly  i n  i9/+9 
(Hilfa) and in the course of 1950 (Tr ipol i )  This will increase the 
carlacity of the e ipe l ine  system  from Kirkuk t o  the Mediterranean from 
4 milLon  tons t o  13 million tons a year. Tht. Standard O i l  of New 
Jersey, one f t he  American oartners i n  the I l a q i  Petroleum Conmany, 
also r W O r t a t h r l t  1,P.C i s  oonsidering  construction of en additional 
p ipe l ine  of 30 t o  32 inches i n  diameter from KSrkuk t o  the Mediter- 
anean. This pipeline would have a capacity of 270,000 barrels a day 
(13.5 mil l ion  t o w  a yetir) and would increase the  total. possible 
supply frow Iraq t o  over 27 mil l ion  tons a year, 

The Iraq Petroleum Comnany increased its t aq i ta l  during 194.5 
and 1946 from E 11 5 million t o  E 39.5 million i n  order  t o  finance 
the pipel ines  and other woductiou developments. The Basra Petroleum 
Cammy has also in 1946 increased i ts  c a p i t a l  from E 500,000 t o  
E 3,220,000 t o  finsnce future developments, 

C, Refining, 

Apart from the smsll Khunakin refinery with a capacity of 250,000 
tons a yea1, thcre is no re f lnery  of any inlnortance In Iraq. Much of 
the 041 comsumed l o ~ a l ~ y  l a  imaorted from the refinery of AbaZan i n  
I ran  Tho Iraqi Government i a  now nlamjng the erection of Q State O i l  
l e f i n e r y  The scheme involves tne use of ojl from Kirkuk and Queyara 
and would provide f o r  the prodaation of aviatlon spirit  tllotor spirit, 
keroslne, gas, diesel and furnace oil and ssphal t   requi red  by the 
domestic  market. A t  pres& moot of t he   rp f in ing  of Iraqi o i l  is done 
in the reflnery a t  Haife, Palestine, whose canacity was 2 mil l ton  tons 
beforo t h e  \ fa r  and was exnanded t o  4 mil l ion  during the war, 1% has 
been decided in 19+7 t o  Increase  the a ~ z e  of t h i s  refinery t o  a 
cawc i t y  of  the order o f  9 million tons EL year and t o  erect a lubr i -  
catxng 013. rnanufscturing Dlant with an annual capacjty of 250,000 tons 
A much smaller Dart of Iraq' 8 o i l ,  200,000 t o w  *)or year, IS leflned in 
Tripoli (Lebanon) . 
D Iraq' s Recxiats on Account o w  



The royal ty  amounts t o  4 gold e h i l l t n g s  a ton on o i l  sold in Iraq 
o r  exoorted, An examination of t h e  Government's budpet does not 
reveal the  exact method of adjusting tho  royalty t 3  currcnt gold price&. 
A.; t he  nmoement providing f o r  this roya l ty  wae conclrlded before the 
1931 dewec ia t ioa  of s te r l sng ,  it i a  reasonable t o  assume that royalties 
arp based on the value of t he  British gold 3overeign which is now equiv- 
ulen t t o  about 68,23 or  more than double t he  value of the  paper pound. 
According t o  these figures t h e  royalty would now be equivalent t o  about 
31 65 per ton, 

Commutation of taxes is  given i n  exchange f c r  oaymont of E6G,000 
for the first 4 million tons and E 20,000 for  each aubeequent million 
tons On t h e  basis of a similar correct ion,  th i s  a u l d  bo equivalent 
t o  3495,000 and 2165,000 respectively, 

If we make the same assumntion for l ooa l  costs  of production in 
Iraq as i n  I r a n ,  namely D1*00 Per $ 0 4  and consum~tion of oil in Iraq 
In 1946 is assumed t o  amount trJ 703,000 tons, sold a t  reduced priced 
probably  yielding ~7 or ~8 per ton, We get the following figures 

Local costa of production $ 4.5 miLlion 
Value of local  sales  5.3 millioa 

Which mean t ha t  the compssny had a surdus 
of l oca l  currenoy equivalent t o  9 ,8 mil l ion  

This l a t t e r  i lgure s h o d d  be deducted from the value of royalties and 
taxes paid to th3 Government in order t o  obtain the net  flgure of foreign 
exchange received by Iraq. 

The fo'llowmg computations ahow Iraq's eotimated fore ign  sxchange 
receipts on account of oil in 194.6 

( in milIAons of U S,Dollare) 

Royalties on 4.5 mill ion 1 on3 a t  ~1.65 per ton 7.4 

In commutation of taxes - on the  f irst  4 million tons ,5  
OP t he  balance of 500,000 tona ,1 

8.0 
lese difference between the value of loca l  sales 
and local coats of' production 

TOTAL 7.2 

Local c o e t s  incurred on the new pipelines, t h e  laying of which had 
be,- In 1946, should a l s o  be added t o  t h i s  t o t a l  This, xogethar witn 
the  i n i t i a l  costs  of exnandlnn production, will temporarily  increase 
Iraq13 foreign mchsnge recoiDta 3n account of o j  1, By 1950 when the 
aonstruct ion of t he  two 16 inch pipd ines  is completed and t o t a l  pro- 

\duct ion i s  raised t o  about 13 million tons  annually, Iraq'a receipts 
of foreign exchanpe dn account of oil production may well exceed 330 
million If the  30 inch pipeline reported by Standard of New Jersey 

$ h % r a n i a n m p r o a e e s e d  looally, while Xraqi O i l  i s  proceBeed 
- "I 

i n  Palestine and elsawhere. t o e a 1  expenditures by the O i l  Companies 
micrht therefore  be relatively smaller In Iraq, 
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to be m e r  consideration is also conatructod,  nroduction could be 
raised t o  27 mill ion tons and Iraq's receipt- wovld well exceed 
;60 mill ion per ywrr  

This would represent a substantial benefit t o  Iraq, whose 
budpotury receipts in 1946, including oil receipts, were about $57 
million, Iraqi Government's receipts on account of o i l  have largely 
contributed t o  the oosta of the Government!e capi ta l  works program, 
further ranid inrrease i n  the near future will be welcome especially 
in view af Iraq! a Intention t o  launch 8 5 y a w  development plan. The 
tot33 d i r e a t  and secondx-y e f -ect  of develoumont on emdOymeat 
and woduction cannot be over-emphasiaed-, An increase i n  foreign 
exchange receipts would also help t o  correct Iraq'a traditionally 
passive balance of trade, amounting &n 1946 to about ~ 6 0  million (or 
about ~40 m i l l i o n  after  making allonnoes for the faat that Iraq often 
over-values its imuorts i n  the interest of inoreased customs receipts),  
From 1947 to 1950 the construct1 on of the pipeline will add t o  Xraqld 
foreigu exchange receicd,8. It i s  renorted that the two 16 inch pipe- 
lines will cost about 150 mill ion snd the 30 inch rdpellne about >LOO 
million, Admittedly much of this  will be anent abroad for the ~urchaae 
of steal, a n d  for local construction exre~808 in other countries 
through whioh the pipelines will pass, but gome of those eosta will 
neces w i l y  be incurred i n  Iraq, 

cuckf 

.Saudi Arabia 

A, Concussions 

ail conceasions in Saudi Arabia are the most reoent in the Middle 
Esst and yet  they are the moat nromiaing In 1933, the  California- 
Arabian Stnndard Oil Comaany, a subsidiary of Standard of California, 
obtained exclusive rights over p n  aroa of 165,000 square miles i n  Saudi 
Arabia on the western shores of the Persian Gulf and a preferential 

right t o  an oil concession ~n another area. In 1939, t h e  additional 
comcssion was granted and t h e  territory cov red by the 1933 con- 
Oession was cxtended further inland to a t o t a l  area of about 450,000 
squdre miles, In 1936, t h e  Terns O i l  Comuany acquired a 50 per cent 
interest  i n  t h e  Cllifornia-Arablan Comuany, whiah, ronmed the Arabian- 
Amerioan ai l ,  Comaany (Aralnco) 1.9 now owne8 equally by the Texas 
Company and the Standwd Oil Company of California, 

Each concession runs for a pr r iod  o f  60 years, and both nrov!.de 
for 3 royalty of 4 01 shillin 6 per ton and 800,000 gal l onb  
petroleum to be del vwod annua ly free of charger ! f 2/of 

One barrel equals A2 U .S Gallons, 

http://nrov!.de


The rapid development of o i l  production  in  Saudi Arabia has been 
hampered by i nadequa te   t r anspor t   f ac i l i t i e s  and there was, a t  m e  
t;lme, a fear   tha t   Ibn  Saud, whose revenues from t h e  Dilgrimaye had 
c x s i d o r a b l y  declined owing t o  war condi t ions,  might revive t h e  
concesssons or  grant  competing  British  companies petroleum r i g h t s  i n  
4rablo With Q d e w  t o   s ecu r ing   p ro t ec t ion  and semi-official s t a t u s  
for the i r   concess icns ,  Aramco i n  1943 o fered t h e  U S ,  Government an 
option to ourchase a t  a c12scount a la rge  quan t i ty  of Arabian o i l ,  t h e  
o i l  t o  remain  underground u n t l l  needed. The U S Government amears 
however t o  have taken the  view t h a t  i f  American oil inter sta  i n  
Saudi Arabia and Bahrein, w w e  t o  be defended, i t  would be by purcbaee 
of a l l  o r  a large part of the shares of the  oil companies  developing 
in these areas. The companies, on t h e  other hand, were unwilling t o  
sell out any of t h e i r   i n t e r e s t s   o r  t o  admit t he  Government t o  partner- 
ship, and the government then tried t o  secure e measure of con t ro l  by 
f inancing a government owned pipel ine from the  Arabian welle t o  t he  
Mediterranean, Transport charges for  oil paesing through t h i s  pipe- 
line it w s  estimated, would be auf f i c i en t  to amortibe tho inveetment 
1 i thi r l  25 ycars. The comwnies were t o   ma in ta in  a reserve of oil for 
purchase by the U.b, Government a t  a discount,  and were not t o  sel l  o i l  
abroad i f  i n  the opinion of t he  State Department such =lea would be 
against U.5 Interests, 

Consideration o f  t h i s  w o j e c t  dragged for  aome time and it was 
then droned Aramco then  mepared t o  proceed  indenendently  with the 
conotruction oi' a nipeline,  Standard of Cal i forn ia  and the  Texas Cnm- 
pany j o i n t l y   o r q n i e e d   t h e  Trans-Arabian Pipel ine Compmy and financed 
a lonn of ;1?5 ni l l ion ,  guaranteed In part Standard of New Jersey 
and Socony Vacuum, which also g~Rrant8ed a loan of $102 mill ion t o  
Alabian-Amdcan f o r  general develooment, These two companies are 
i n t e re s t ed  i n  tho mattor becluse of their  l n t o n t i o n   t o  acquile respect-  
ively a 30 and lO;, j n t e r c s t  i n  Aramoo and In t h e  Trans-Arabian 'ipeline, 
Completion of thd dell await$, however, a clarification of the  oresent 
status of  the Rod Iino Arreement of 1928, by which the part ic ipants  i n  
Iraqi ' o t r o l w n  Comwmy (including Stardard of NTI Jersey and S O G C I I ~  
Vaauum) agreed among othor things t o  acw only through  joint ly  owned 
operating companies in a l l  matters  r lartaining t o  the explorat ion for 
and moduct ion of crude oil within an area includjng most of Arabia 
(with t h e  exception of Kuwait) Turkey, Iraq, Syria, Lebanon, Trans- 
Jordan and "alpatine. Under t h i e  agreement, any COnCeSSiOhEI within t he  
are- obtained by m y  of the   par t ic ipants  i n  Iraq Petroleum Company had 
t o  be turned over t o  Iraq Petroleum Company t o  be operated for  the 
benefit  of a l l  Wrticipants Phe question hay been  raised whether the 
German occupation of France, where C, French company p a r t i c i p a t i n g   i n  
the  I P.C. was incorporated and where Mr, Gulbenkian was res ldent  a t  
t h a t  time, may not have had the effect  of dissolving the  agreement, 
The latest renor t s   ind iaa te  howover that   Standard of N ~ L  Jersey and 
Socony Vacuum have remhed an agreement with the  4ngI.o-Xranian Oil 
Company and the  Compagnie Franoaise daa Pet ro les ,  providing for the 
removal of t h e  res t r ic t ive f e t t u r e a  of tho Red Line Agreement and 
thus mak??.: posdble  the part$cip&ion o f  Standard of New Jsrsey and 



Socony Vacuum i n  hramca, i n  consideration for (a) an undertaking by these 
two American comFsnies t o  buy from Anglo-Iranian substantial quantities 
of 011 over a 20-year period, (b) the joint financing and ownership of a 
pipeline from Iran t o  the  Mediterranean, and ( 0 )  the  granting to the 
Frezch compzny of a greater share of the Iraq Petroleum Commny’ 8 
production, which it 19 proposed t o  increase conaiderebly within the 
npxt few yslrs. The final agreement seems, however, to be delayed 
ponalng tho consent of  Mr, Gulbonkian, If the agreement I s  concluded the 
ownership of Aramco will be aa followsr 

30 per cent 
30 par cant 
30 per cent 
X0 por cent 

The l a t tc r  two comnanies will 
pecxively for the  purahese of 

Standard O i l  of California 
TGXM Oil Company 
Stmdarrl O i l  of Now Jersey 
Sooony Vacuum 

pay ~ 7 6 ~  5 mil l ion  an? p2rb 5 mi l l l o n  res- 
their wrt in t h e  Arabian-rmerican 011 

Company’s shares, -These myments w i i l .  ~ e r v e  to retire the loan of ~102 
mill ion obtained by Aramca f o r  development nurpoaear 

B. Prorluo t 1 og 

Commercial production  began in 1936 with the  rliecov,ry of the 
D m a m  o i l  f ie ld ,  In 1940, a much richer f i e l d  was discovered at 
Abqaiq, q b m t  60 mihs s m t h  of tho previous one, In  1945, another 
r i c h  l i e 1  was discwxwd in the same region a t  El-Qatif Many other 
fields, such a$ Lhc, Ah-Ha riya, discovered and shut in 1940, are in 
this area but oxplaitation awaits the  conatructlon of suitable rnems of 
transportation, 

i’roT1uctlon increased from 68,000 tons in 1938 to over 8 million 
tone i n  1946. I n  t h e  latter part of 1946, t he  e;rowth of nror”,ion WELS 
so rapir a8 to increase the annual rate of woduct ion  t o  12 million 
tons per year It i a  e m e o  ted t h a t  by 1950 when a nipellne t o  t h e  
Mei‘iterransan i s  completed, pr@uotlon i n  S u d l  Arabia will attain the 
level of 30 million tons a year, thus equalling the expected produotion 
from) Iran a t  the szme per io  e 

The r a p i d  qrowth of p r d u o t i o n  oan be seen from the following 

O i l .  Pzoduc&&@ Arabi5 
table 

” 
Year 
19% 
1939 
1940 
1941 
19162 
1943 
1944 
1945 

/ 1946 



The construction of the  nipeline has been lane delayed par t ly  by 
steel shortages and partly becluse of the lack uf agreement on the 
m u t e  to be followed by the pipeline, It  was generally agreed that 
the pipel ine should start at Dhahran near the o i l  fields and end on 
the bstern shores o f  the Mediterranean, but It was not  agreed whether 
it l~ould end i n  L , ~ p t ,  Palestine or Lebanon, When It was finally 
c'ecided that it would be preferable t o  end it on the Lebanese 8ea- 
share af ter  crossing Arabia, Iraq, Trane-Jordan, &,ria md Lebanon, 
byrlan demands dellyed ths completion of the negotiations until 
Seutemb-r lst, 1947, when, i n  exahange for oertain wymente and a share 
in the Lobanese Government's  nrofita fran the refinery to  be set un 
by the Arabian-America O i l  Company in Lebanon, Syria agreed t o  the 
nss.;age op t h e  pipeline through I t s  territory. Canetruotion I s  
dcheduld to  begin before the onfl of Ootober andthe pipeline, 1,030 
miles long and 31 inches in diemter, is expeated to be completed bv 
+he end of 1949 I t  w17 1 end 30 miles south of Boirut, Lebanon, and 
will have a crapaaity o f  300,000 barrels o f  oil daily, 

C , R e f  inin4 

The only refining center i n  Saudi Arabia i s  a t  Ftas-Tanurah, Its 
ca%city wa8 increased during the war from l5O,ooO tons 8 year in 
1939 t o  a rate of lbout 5 million tons  a year at the end of 1946, 
Installation of additional refinery equipment i a  plmned by Aramco 
f o r  t he  near future, 

Part of the Arabian oil is refined a t  the Bahrein refinery which 
ie linked t o  the 4r~biar4 mainland by a l o w  uh?erwater pipeline 
(18 miles) I The capacity of this ref inery  I s  about 5 rolllion tons 
Q year. 

Saudi irabia i a  perhaps one of t h e  least advanced cmntries of 
the Mlldle h a t ,  the  benefits of oil exploitation in that oountry are 
therefooe not limited t o  royalty receipts but extend to many other 
aspects o t  oroduction an? welfare. The D a m a m  deep water harbor, t%e 
aonabructlon of  uhich began wrly la 1947, w i l l .  probably be the f i r e t  
modern por t  in Saudi Alibis, Railway8 fron the oil insta l lat ions   to  
D mam anJ between other  imnortant towns aro planned for the near or 
Jery n%r future, Air baees ar0 being l 3 i d  down, radio stat ions are 
b a n g  bui l t  and minor secon-lary industries are rapidly springing up, 
Gold extraction on modern  lines hae alao etarted and eleotrlo power 
will aoon be produced at Damma7 The aacial effects of such rapid I 

development are worthy of notlcer literaay is increasing, emitation l e  
being a w r i e d  on on a saientlf lc  basis, moper eewago and water systems 
arL under way, Close ooatsct with advanced civilization and the moral 
and aocial  ideals of other people8 mild also have 8 benef$olal effect 
on the social  struature of: the country, 



Leaving out of accoun; the question of taxes or  Covernmtnt 
receiuts i n  commutation of taxes, government revenue on accmnt of 
011 royalties i n  1946 when production was 8.2 million tons  would 
amount t o  J3.5 rnl.llion. If wt, add Lhe t o t a l  value of oosts incurred 
locally, estimte? t o  amount t o  IO& pcr barrel (about 7.4 barrele of 
Saudi l rabian 011 i n  a t o n ) ,  we get a global figure of' $19.6 million 
f o r  t h e  t o t a l  foreign exahange reaeiots of Arabia on amount of o i l  
in 1146 It is ss.;umed here thst looal coneumption of oil is of no 
significant imnortance On e t he  projected developments and pipelins 
arecarried through, pro luctlon by 1950 will probably reach a figure of 
30 mil lion tons ner y e w  and to+,al  foreign exchange r e c e i ~ t s  may d e l l  
amount Lhen t o  $70 mil l ion  per year ,  This figure, whon compared t o  
,6 mll lmn,  tha astimted budgetary rei elpts of S-udi Arabia before 

o i l  production started i n  the  country,  ref leuts  somo of the large 
benof l ta  l i ke ly  t o  be derived by the country from the new industry, 

A. Concessione 

O i l  was f i rs t  disaovered in E a p t  in 1908, but production was 
v o ~ y  low u n t i l  1938 whan the  Ras-Charib f i e l d  on the  western shores 
of the  R d Sea was discovered, I n  1946, another field, the Sudr 
f i e l d ,  on t h e  jlestern shores of t h e  Sinai Peninsula was discovered and 
sroduct ion will probably be f u r t h e r  steqmd up i n  the near future. 
The carpanics  holding concessions in Egypt are the Anglo-Egyptian Oil 
Comnany (jointly owned by Royal. Dutch She'll and Anglo-Iranian) , the 
south Mediterranean O i l  Ftkelds (owned by Texas and Standdrd of Cali- 
fornia), Socony Vxuum and S t a n d u d  of b w  Jersey, The American 
comwnies entered t h e  pmt i an  f i e l d  in 1937 and now have concea3ion8 
covorinp 7% t3Or cent of the  t o  11 area of n b u t  25,000 square mile8 
gLinted  t o  all the commics.  So far? however, there  are no producing 
ire113 in tho Arneruxn conc8ssions, 

CI 1/ Therc se nls to be some difference betvecn the  C; tudl Arabian Govern- 
ment and the irabian-American Company on the ra e of conversion t o  be 
uqed. Aramco uses the off'iLial p r i ce  of  gold i n  the U.S , i , e  , $35 
per 02 o r  $8.23 per sovereign ($1.65 pc four a h i l l  b p s )  , The 
Arablan Govornment would l i k e  a aonvemicln rate based 01 tho premium 
prices of gold sovweigns i n  the h s t ,  (Source ah1 Forum, New 
York, September 1947.) It is nobed t h a t  n e i t h e r  of these interpre- 
t a t i o n s  follows the l inea adopted with remrd t o  Ilan where the 1933 
vaJ ue of gold -- and not t he  predeva1ua'- lon ( 1931) value -- is taken 
as a basis fo r  ca l cu la t ions ,  This ie t h e  reaaon for the higher dol lar 
myal ty  in S m d i  Arabia and its equivalence with t h a t  of I 4q where the 
final ggrsment  was amoluded before the L931 devaluation, 



B + Qoduc t ioq 

Most o f  Egypt 's  oil is derived from Ras-Gharlb which acc Junted 
I n  191,6 for  over 95 ocr cent of the total production, Tn t h e  l a s t  
16 yelrs the  trend of oroduction was an follows 

1930 
1935 
1940 

1941 
1942 
1943 
1944 
1945 
1946 

285 
.176 
,925 

1,209 
1,163 
1.278 
1 342 
1,344 
1,200 

It i s  difficult t o  forecast the fu tu re  trend of production 
The English and Amerioan companies holding concesstona also have 
concessions in other dirt3 of the  Middle st where production i a  
cheaper than in rgypt, Thev mmy therefole dsvote t h e i r   a f t e n t i o n  
primarily t o  those countries, delaying p r a d m t i o n   i n  Lgypt unless the 
Government stipulates f o r  the produotion o f  kiven luantities of o i l  
by a c e r t a i n  date ae a crordits on for the re tent ion of t he  concosaiana, 
Latest r e p  )rt indicate  that act ive exploratiane have starter1 at Wadi 
Natroun in t h e  Vestern desert, 

There are two r e f in inn  p lan ts  i n  Eiypt ,  both sltuated a t  Luez, 
A smll one owed by t he  Government is a topping plant with a capacity 
of 14.00 barrels da l l y  or %bout 70,000 tans a y c ~ r .  It treats nart of 
the  share accruing to t he  gyptian Government a s  royal ty  i n  kind from 
l o c a l  production LS production has now increased, the Govermnt 
intends t o  expand the c ~ p a c l t y  of the  refinery to 2@,OQD toh8 a ycap. 

ThP other  r e f i n t  ry, 2 much larger one, i o  owned by Anglo-Egyptian 
and has a capacity of  1 4 million t o m  R yew,  Some irnqorted o i l  used 
t o  be v e f i n d  there ,  but since the  increaae in loca l  production only 
C ynbian o i l  is trerted, 

9, I&:1lties 

The Lgyptian Government gets a royalty in kind  amounting to about 
14 ner cent of o i l  productlon, However, ne i the r  t h i s  royalty nor the 
t o t a l  Cg;ylM.an vroduotion is suf'ficient f o r  local conamption, and 
Lpypt th-refore imnorte annually r e l a t i v e l y  large quan t i t i ee  of foreign 
o i l ,  Egypt thus dots not draw from her 021 production fore ign  exchange 
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receipts  in the mme way as other Mldclle Eastern oil producing 
countries though it save5 fo re ign  exchange equlvalent to the value of 
the roy l l t y  crnd the 1 ocml costs, T h i s  saviup amounted i n  1946 t o  about 

3 million, 

6. Kuwait 

Kum3 t, a small s t a t e  on the nor thern  shores of the Persion G u l f ,  
w i t h  qopula t lon   var ious lv  estimated a t  50,OOO to 100,000 inhabitants, 
is conairlored the site of the largest single reserve of petroleum in 
the world, De Golyor es+,im+e? in 1964 the  indioated reserves of the 

ph t n  f i e l d  of KuwA3.t at, 1300 m331ion tons. 

The Kuw3i concession i e  he14 by the Kuwait O i l  Company, owned 
e y u A l y  by Gulf Oil nnd Inglo-Irani2n It covers an  arma of 6000 square 
~ 1 1 e s  a n 4  was prante4 in 1934 for 1 period of 75 years As (wa i t  is 
w t s l j e  thc Ynd Line Apreemont, t he  4ng3o-Irxnim Oil Cammny had no 
ob l i  y t i n n  to sha o Lhe conuessioq l l f th  the o the r  parttcipants in the 
Iraq1 Pctroleum C o m T m y .  

Tho Burghan f i e l d  was discoverad in ‘1938 but operatlons w8re 
h13 ed at tht? begln,zing of the h s t  war and the wells plugged In, 
A c t i v i t y  was resume? in 194.6 a n d  +kit  f l r a ?  sh iment  took plnce in Jupe 
19G6 ? ontnly production Jumped f r o m  a b m t  Z.&U,OOO barrels i n  June 
1946 to over 1 mil l ion  bmrels  i n  Decemocr, a n 1  is expectod to reach 
70 m i l l i o n  barrels or ab-mt LO r d l l i o n  tons  by 1951. 

The rapid increase in v o d u c t l o n ,  may deDend on t h e  construct ion 
of a 7ipcl ine to I he herliterranom rhe Iranian oineline planned f o r  
comr>loeU1on i n  1950 by hglo- I ran ian ,  Stand3rd of New Joraey and Socony 
V~cuum rnly carry some Kuwait  o i l ,  brouf ht to it through a feeder line 
f rom the  Eurghan f i e l d  to ibadm 

If the  planned leve loments  take d d c e  and produc4ion  relchee 10 
m i l l j o n  t o n ?  in 1950 or 1951, f o r  irm exchxnge rcceinta on account of 
o i l  mu1 then, on the  assumotlon of royaltie4 and o ther  Imyments and 
cast7 s3 o i l l r  to those of t h e  o ther  pli4’le Wstern countriee, mount  to 
a b w t  25 m i l 1  Ion 3 yelr To 4 hlckward country wlth a populztlon of 
50 bo 100 thousand t h i s  r m c  ents P tremendous Income, and it would 
ce rb i in ly  be t h e  hxvhest incorn rl’r *anita accruing from o i l  to any 
coun t rv  ln t h e  world. In f ac t ,  the Bel cani ts  Income of Kuvlit would 
then be one of tht hiphcst In the  llorlil. This would constitute a 
serious economic and sooial woblsm, iiemanling much thounht,  wi~dorn 
U A ~  forcrlpht f o r  its solutlon Thc transitlon from Beduin nom34 life 
to 3r.ricul tural lite is d i f t i c u l t  without  long-term pa t i -n t  nlmninrr ; ,  
eduoation 2nd soc ia l  adjustment. The chsnpes required in Kuwait  to take 
full atlvlntage of tho anef i t s that  1 a u l d  accrue from oil production bill 
be rnuch wore serious Ther- i s  a r o l l  danger t h a t  unless some form of 
elementary democretio COA 101 is Introduced t h e  t r iba l  chieftains 
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governirg the country may misuse t h e  l a r p  income derided from o i l  and 
dissimto a major proportion of It without regard t o  the econordc and 
aoc la l  advancement of the oeople o r  thL future of t he  country, 

7, Bahroiq 

rho islands of Bahrein i n  t he  Persian Gulf (l.5O,OOO inhabitants) 
a Ilritish protectorate ,  have l a t e l y  bcrn moduclng oil at  t he  rate of 
on13 mrllion tons a year. The Bahrein o i l  concession is now in t he  
hands of t h e  Bahrein L'etroleum Comnany (Bapco) , Bamo, nominslly a 
Canadian corporation, i s  jo int ly  ownod by Standard of Cilifornia dtnd 
Y'eYdS. 

Dahrun  produation iummd from 4,000 tons in 1933 t o  over R 
millLon in 1937 and has been a t  that la t te r  level ever since, 

The Dahrem ref inery has a camcit l  of 5 mil.lion tons a yelr  and 
t reats  l o c a l  nroduction and part of. t he  udi hrubian oil, 

roroign exchange re a p t - ,  on accounl of 011 may well amount t o  
2,5 millions or about r17 per capita, 

8 Qata; 

The O J  concoswon on the Qatar nenlnsula on the wnstern shxos  of 
t h e  PLrsfan G u l p  wcls first obtsmed by Anglo-Iranian and ther  In 
accord lnce 151 th t h o  provlsi m s  of thL '1 d Line Ageement, transferred 
t o  the  Iraqi ''e roleum Co,npmy, wl~ich founded tho IJatzm Petrolcum 
'JewlonrnenL L i m i  ed for  1 s control, 011 was discovered there in X940 
but subsequently the w l l r  wer abandoned, 'Jowevcr, t he  comnmy plans 
t o  reviva ac t iv i ty  t h l s  y(3-r. 

9, Conclusions 

Tho importance of o i l  oroduotion t o  the economy of t he  Middle 
1 mtcm cwnt r i c s  hag bcon br ie f ly  indicated i n  the above atul"ties, 
It,, lmnortance for t h e  iwddle  uast is no t  l imited to the produainp 
countries,  Almost s l l  the  o t h r r  countr ieg of the  Middle hast enjoy OT 

Flro shor t ly  expected t o  enjoy material  bemf i  3 from thooe activities, 
S y r ~  a, Lebanon and rrcns-Jordan get relat ively substantial recelots 
'rom the pas ape o r  t h r  r e f in ing  of oil in the i r  territories rurkey 
oLt 1 1  11s R royalty from the  Iraq Pe rolaum Comwnv on i t s  p roduc t im 
i n  Iraq, Ethiopia is under activa exploi ta tJon for o i l ,  and l a t e s t  
reoort,, I n ? i c l u e  thst the S inc ld i r  Oil Compmy hss been d r i l l l n  an o i l  
f i e l d  t h i t  is expected shor t ly  t o  yie ld  3.5 million tons a y e a r b  It 

Q T A K E u ~ ,  Cairo, m t  , 17, i947+ 



is Rlso expected  thnt oil will soon be produced in Tranajordan, Syria  
and Lebanon 

Oil production i n  these countr ies  19 an important murce of 
income an? employment for a great  number of workers and, i n  some of 
th t se  countries, o i l  production is tne  most imoortant  tndustry, 
The r e f ine ry   i n   I r an ,  whloh is one of the largest i n  t he  world, ard 
those OF 1'+1estim, Saudi 4rabia, Bahrein and Egypt provide addi t iona l  
ernp1ovment. The secondary effeote an production and emoloyrnent are 
OOnbider3ble. the magnitude of the  ltmultipUertt in these countries is 
nrobably r e l a t l v e l y  great. Owing to   the   o reva len t   condi t ions  of 
poverty r l l o ~ t  of t h e  secondary  effeota will occur locally, 3s t he  
ln- 'ustr  i cs  mast affected will be those of prime neoeasities which are 
enbrally a v i i l a b l c  local'ly, 

The large  expenditures on oil production i n  th is  area may indeed 
m i s e  prices and k e m  the general level  of wapee higher than l e  
oommtlble with orevelent etlndmls of e f f i r iency ,  but on the  whole 
o i l  production  benefits   these countries both direct ly  and indirectly, 
and tho  la rgo  royal ty  rece ip t8  acorving t o  them act a8 a a t l b i l i o i n e  

impact OS world deprssslon 
f d c t o r  on t h e i r  economies give them aomo protect ion from the full 

Iloreovor, t h e  foreign efcbange ~ ~ C P L D ~ S  which accrue t o  these 
omntrxc ,  as a result of oil productlon hell, them t o  purohase much 
of t he  foreign equipment require? for the i r  economic development and tq 
balance t h e i r  zn tsrnslional accountsr 

The effcots  of o j l  prduot , ion on the Middle &st are not l imi ted  
t o  the. econornia sbhero, but  extend beyond to t he  social and p o l i t i c a l  
ones The sudden ?nd 1 w g e  flow of r e c e i p b  t o  some of the  more backward 
areas j s l i k e l y  t o  c r e a t e  a seriou, social Yroblem which cclnr,ot be 
l i g h t l y  lgnore4 If the r ece ip t s  accrue t o   t h e  governments or rulers 
of tho e countries, they may bo hoarded OP uquanbred abroad without 
much head f o r  the welfare of t h e  people, Or the other hand, the 
d i r e c t  distrzbution anlong the   papulat ion as a whole of a subs t an t i a l  
aur t  of oil recelpts might, i n  t he i r  n re sen t   s t a t e  of education, Laave 
them Yn oaey prev to mildlcmen interested i n  acawnulating large for tunes 
through t h e  sale of luxury goode and a lcohol ic  beverages, etc. O i l  
QomuanlPs a r e  not axpoated, of w x m o ,  t o  control  the way the receipts 
a re  spent but there i s  no doubt that the  waJ of spendina them will 
largely determine the bene f i t s  derived therefrom, 

r-/I=bly, he low-cast o i l  production of the Middle Cast wi'l not 
be mater i s l ly  affected by ohanges i n  prfcea. I n  t he  event of a depresaion 
an\ contraot ion of o i l  o u t m t  would tend t o  be concentrated in the higher 
cos t  a r  a8, AB the reoeiots of the  Middle h g t  governments (excrept Iran) 
aro determined by producticn 2nd not by p r i ces ,   cyc l l ca l  ChdnRe6 in 
w n l d  Gconomic conditions will not much a 0  e c t  these receipts, and, 
thorefore,  these countries will find themselvss in a rather privilbged 
position from the  point o f  view of eoonomis stqb:l$,ty, 

"""" 1 

e 



Politically, also, oil production i n  the Middle C A s t  has i ts  aero 
ious asoecto. 'hen t h e  Department of Comeroe granted a licence on 
Septem5er 26, 1947, Lo oxnort steel  for the construption of the Trana- 
Arzbiln pipe l ino ,  it s ta te9  that t h i s  deciaion h;td been taken because, 
af te r  conaultatlon with othor government departments, it was considered 
thx5 ''tho strateglcal, p o l i t i c a l  and economic interesta of the  U.h made 
such sctlon des irab le  I) The United S t a t e s  at present controls about 30 
per  cent  of Middle Enst 4 1  product€on whi le  the United Kingdom controls 
about 64 per cent Tn 1950 or 1951, when the Drojected developents 
clnd plnelines are  comnlet2d the U.S. and t h e  U K, w i l l  each be control- 
line 47 pcr c e n t  of total Mid4le East produution. Both countries a m  
thereforcl interested In rnaint Aining t he i r  position In the Middle IC s t  
an3 i n  l i m i t i n g  o the r  influenoes there, 
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Appendix 

Table I 

WORLD OIL PRODUCTION 

g Indonesian I 

I Archipelago 150,447 170,102 166,659 170,012 43 6,000 If ,000 399 5,754 8,100 

1/ The number of barrels in a motric ton v a l e s  - accordinp t o  the density of oil - f r o m  6 , s  t o  7.8 barrela par ton. 
A rough rate o t  conversion of 7.3 barrels per ton is suggested. 

Noto: Some of  t he  figures apnearing above difCer from the figures in other tables in the t e x t  or  the  apnendix. 
The difference in ,711 cases I s  slipht w d  c,m in gome inst,nces be atSributed to  the conversion rate 
adopted and In others t o  the unrel id i l i ty  of some 1 ar time data, 



Iran 

Saudi Arab! a 

Lr aq 

Kuwait 

Jl Bahrein 
cv 
I 

TOTAL 

SOURCE: Oil Forum September 1947, 

- I./ The number of bqrrels in a metric €on varies - according t o  the densit, of o i l  - from 6.5 t o  7.8 
barrels  per ton. A rough rate of conversion of 7.3 barrels Der ton is swgestea, 

h’otc: Some of  the f i p r c s  anvepring above differ from the fipures in other tables in the t e x t  or the 
mpendfx, The difference in d l  cases is s l igh t  ,md can,in come instances, be attrtbuted to the 
conversion rate adopted and, in others, to the unrslia5iLity of some t r a r  time data. 



VORLD DEMAND AID SUPPLY OF OIL 

Daily Avcz?pes In Barrels L/ - 1946 

United States 
Other North America 

T o t d  North Amerlca 

Caribbean Are& 
Other South America 

Total South Anerlca 

Europe (Excl, Russia) 
Russia 
Africa 
illiddle East 
Far East cl*. i Oceania 

TOTAL IlohtD 

SClJTfCE: lforld O i l  Atlas 1947. 

The number ~f b w r e l s  in P metric +on varies - mcordinp to the density of oil - from 6.5 
t o  7.8 barrels Der ton. A roLgn ra te  of conversion of 7.3 barrels pes ton 19 suggested. 

Note: Some of the f iwres  appearing c b o w  d i f f e r  from the figtrea in other tables in the 
text or tho anpcndix. The dif ference  in a l l  CaScs is s l i p h t  C,"J~,  in 801118 

instances,  bo Tttributod t o  the converoion rate adopted and in others t o  the 
unrellability of some ~ t n r  time datu. 

a 


