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CAPTAIN WORTHINGTON: Mr, ¥Max ', Ball gove us a talk less then a

year ago in this College, VYie f2lt 1t was one of th: rost irfornative
talks of the year on 2 vory criticel subaect, petroleum, wWe hove

asked haim to corie back tn give this class the binofit of Mms knewlcdgs
of th» developments since l2st year or z world-wide basis. "o ~»¢ Dar-
ticularly fortunate to have l'r. Ball back with us todav. T'le 1e the
Director of the 011 and Gas Lavision of zae D-operiment of the Int ricr,

Mr. Ball

!Re BaLL: Gentlemen, you had 2 very arteresting to1k, I know,
from Bob sllen on the doncstic saiturtion, The situation ain the Tnated
States cannct be entirely divorced from that an the rest of th> world
tnd I cdo not intend to try to davorc: 1t. So, 1t may be I 121l cover
some of the thirgs he covered,

Seneral YcKinley, an zsianz i to 2ome 9771in to tne Indistrial
College to talk on petroleam, osrivnsd m the subjaci: "The Tjorld
Petroleun Cutlook.® Tn=t 1s ¢ larec cssignr-ni, It covirs some £5
million square milcs of lend and nerrly three tames ae mach water, and
the varying nceds of mor. thzn two billion persons for lisht, fiel,
power, snd tr-nsportstion, T respond te this sssignrent with more hes-
itancy then focte, for I sh~ll be corpelled to Aive freom the spring-
board of frcts 1nto the perilous wet.rs of proghecy.

My hcsitancy stems fron o knowlzee of how tr-ocherous thos: wrters
trz. I once heurd 2 wasc old oal wen s»v, "You can orly be sure of one
thing about tomorrov ir the o1l business: vou c¢'r be sure th-t 1t wron't
be what vou thirk 1t 1s soing to be,”

Less than two yerrs :cgo 7 committe: of top—-flizht prtroleum ccon—
nomists mede a report tc the Scnat- Speciel Committoe Invistizeting Pe-
troleum Resourccs, The forceust of dem'nd in that roport rrosented the
view that preveiled generslly for saveral months 2ft.r the var onded,
So far as 1 krow, all of us shar.d 1%, .

The ecoromisis thoaght th-t demsnd wovld drop coff, with th. dcpar-
ture of militcry requirerents, in the dirsction of prever corsumpticn,
with a subsequent slcw growth Jurang the yesars of reconstruction and
rehabilatetion, Thit was th¢ one thune cem~nd did not do. It burdied
the war period and stoerted off from the high lov:l wher:s demsnd wicht
have been had thcre been no war, and 1t has cortinued to move upward at
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an accelerated ppce, ‘Within two years we heve rezched the level of
domestic consumption thet the o1l andustry 2conomists :stimted we
would reach in ten years, %. have -ncount:red startling »nd almost
unbzlicvable increases in potroleum domhnd in ~lmost <vory phase of
our civilian, industrial, znd commerciil life. The role of the pro-
phet 1s a risky one, in his ovn country or ~nv othcr,

Qur current gasolin~ consuamption 1s twice =s lzrre as the mount
usced by eavalian crrs and trucks durins the most stranescnt vrriod of
wzrtime retioming, Our automobive flect now is larqer then prow-r,
but a significant daffercnce 1s the loreer pronortion of tracks, Pro-
war, once rogistored vehicle in cvery scven was a trucxs nor th roiao
1s onc 1n every 5,7, Put in enother woy, passcenger atomotile rocis~—
straticn is up 3.5 percent from 1941, while truck rcgistraticon 1s up
33,6 pereent,  The mimber of tractors on farsrs hos inerc=ascd “nd more
of them are using gesoline, co that off-ths-ro2d consurption of giso-
line thas year moy prove twice 1s loree as the proier use,

The mumber of domestic oal-burning central he ~tine plants, or oil
furnaces, used for nome he ‘tine, will b at least 50 percont grezter
next wintor than when the wir -nd<ds not when the wer strrted; when it
endcd, The grovth an o1l-burninz sprce hesters——ingividusl 01l stoves
to heat one ar two rooms, ¢s dirtirquasned from the furncc. thet heots
the wholo house--1s cven mor: st-rtlirg, Th: nurher now 1n use 1s
doubls the prewsr level, but the onteiv-ndar~ f ot 1s this, th:t in meny
of the centr~l ~nd mountrin stotrs the namber of sprce hootrrs delivered
during the first helf of 1947 wis lorecr th:in the manber delivered in
the whole of 1946, In terms of aver ~¢ 01l consumption, three space

enters ‘re ~bout equal to one eontrel nous-=hr2tine vlont,

Diesel c1l parchrses by the reialrosde darins the first half of
1947 were 42 percent moher than in the first 1n1f of 1946, and yot
there wes no decrecse an realrond ues of h vy furl ol, vmch 1s burned
in st:m locomotav s,

Fuel o1l consumptlon in the goener=tion of elactraic encvrey 2t public
utility powar plonts wos 46 nourcent hicher in the firetd half of 1947
than 1n the first hall of 1946,

So 1t goes, from one petroleum prodact to nothar and from onc
use to the next, Petroleum demend in the Unit-d Stztes has nen 1inercoe-
ing at 2 rate wholly unforese=sn, The a2v:r ¢z guin in deand for ~ll
petrolewn products 1n the United States dovire 1947 1 entaim~ted ot 9,4
percent over 1946, The ond of {h2% sain piriod=--what macht b~ colled
the saturstion point——is not yot in sieht, Ther: romrins 2 leree un—-
f1lled demend for cutomobiles, Millions of rore hemes will be built
and many of ther will be heated with oil, “‘ost of the locomotives now
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on order are of the Dies~l-clectric tvpe. Soms of our *ricnds, tine

railroad penple, an protestirz before the P-derrl Powr Jommission

cgainst the building of ~ nv gre larn~ from th: ficlds of the South-

west and the consumine 2rcas of the apnprlicnan wers VIUY ViZOrous in

thoir claim that th. economy of the Umit-d Stotes depinded on the razl-

roads and the reoilrosds devondrd on corly thtt any invasion bv natural

ras with cny consequent decrezce in cozl consunption wonld ~roctly

1njurc the economy of the entir- couniry, not slone that o t'ic railreids,
Their chizf Spckoum“r cft.r en hour or so ol t'ms -lcousnc: ond

vi:or, wis asked how mony 1000ﬂ0t1v9c wore on order ir i Urated Slotes,

He pove the number (I've f{orgotten wvet it wes now) ard ten h w5

e¢sked what pire-ntrige of thoem wer corl-burmine, Geftares voy rzd in

the face, he,said, "Eichl," The oth r nincty-two, rercent wer Dics-l

locomotives, In 2ddrtion to the unprecedonted pregent Jomoard, we fac

an cdditioral potnti-1 o1l domand thet 311 bee~s o n anturl dewend

18 scon s the instrurm.nte for consu~piion b-cors svlal-ble,

The increassd demeno for o1 1s rel conlfMincd to the Unitoa Stotes,
Tt 1s world=wide, Th- Scpt-1h r 1747 1csuc of "Yorld Potroleun” contzaine
an articls erntatl 4 "1l Cormsivptien 21s 3 Sarppls an ‘11 Tarts of th=
World." This ~rticl. =t.otc=s {1 be

"Elsewhare ir mos* ports o th world, tho currint incrcosc
in ¢3l consumption 1s .ven oreib>r thon in ths Iritec Steotos,
and sales conld b incer-nsed sabet ria~1iy an mny srecs 2f sap-

plics merc fro2ly ~vraloble. Farope n consirpticn outsids of
Russi~ ond satellyie mt[onu ¢ ranranr 15 percoent obovr Lest
Jear, (Conenuption 1n the FBact.rn Horvephers 1e up 20-~27 pove:nt
over 13/¢, ‘st rn Herasmor o consimplicn in 1947 oatevde of

the UnitoAd Steotes wall B about 2,5 nerecant ~hov- 19467

World=vidr d-mind “or prtr~lewy 1t v.neet.d to inereass to 5 level
of about 10 mllion b rrole 431y 1r 1951, This as soprosin 4oly deuble
the prewer consumntrior 1r 1932, when sl rhtly wore than flvc million
barrels daily were consum-d, It toox ml €0 years to reach a darly
dermand of five million barrcls, A weve do-on yeors may anereoge demend
as much as the procedine 20,

Demand for eil in the Trat-3d St:t.s in 1951 is canceted to tofh:l
s1x million barrels daily, o5 comp:rrd wath s 1attle ror- thon throe
million barrels daily in 1938, TIn th. rem-inéer of the “iiglirm Jom-
spherz, the 1951 demcnd is csturat.d ot bgat ont millicn barrcls deily,
as compared mith 460,30“ barrrls d31lv in 1938, Eact.rn Hemisplire
dermand 1n 1951 1s estimrtcd at thre: myllieon barr-1s draly, s comm r=d
wmth nerrlv 1,7 million barrels daily ir 1938, Thz estimated totsl
foreign damand of four million brrr ls A-1ly 1n 1951 represents 2 enin
of 40 percent over 19463 40 purcent owver the yoor alter the ver, not the
year before 11,



The fallowine t2ble showe petroleu~ drmands in th: Jnated Stote
and foreign countriss darin the years related to this discissicn,

- ¢

Ue &, Domestiic =2nd Foreivn Petroleum De~rnds
(Fioures in Zorrels Daly)

Year 7, S. Domestic Foreign Torld

193¢ 3,115,000 2,127,000 5,242,000
1939 3,373,000 2,162,000  %,535,000
1940 3,625,000 1,338,000 5,463,000
1541 4,071,000 2,528,000 6,599, 20
1946 4,907,000 2,866,000 7,773,000
1947 (Tsts)  5,367,00 3,033,000 8,40u 000
1951 (®st.) 6,00C,070 4,000,000 10,000,000

Our ecstimatezs orc merely hen hemirks, btut they mve us rovrogi-
mate objrctives to ~wade our thinkin~ ~nd tx inductry’s planning, o
look for z 10-rmllicn-brrrel d-4ily demnnd oy 1951, “ie moy hit 10 nil-
lion per 4’y sooncer ~nd 1951 miny be ler v,

. If that 1s th- demznd ontlonik, =n 1 ot supply? C-n thesc
1ncreased derands for petrecloa P“O“‘Ct’ met? L s goon s lhey ore
csked, such gacstions seporat: th.omeilv s ante more guestions hach
pin the nroblem down to crude el supply, refinin~ cep eaty, pipe lines,
tankers, ond 211 of th pthor f~ciliti~s or. the supply s1d~. Ovor the
entair: ﬂ” n: 11:s the shedow of lare, [f crade 'nd fuerlaitaevs con be
provided in ~reloe cuantity ¢, can they b provided in 1vple time?
Finelly how ~bouat synth ties? If the direna comnot be not hy the pro-
ducts cf nrotur 1 nctroleum, will th.re he cynthoiic oils svi1l-ble?

»

o"’

T will submt first on ~nsver to th. 1nst gurstacn, 2s thot as
the quesiion most ersily ~nswerid,’ althoish th t-chnmicue of produc—
tion of svnthitic liquid fucls from nzatur:l »=s has pro-re-ssed to the
poant vhere ¢ sroll quontity moy e 2vanileble ny 1951, provided ade-
guave stecl 1s cvarl-tls fer the tvo preopccis new plqnned; -nd ~lthouvh
ths production of synth tic Tacls from o011 shole ~nd co~l 15 buant e~
t1rely doveloped by Govsrnm.nt ond industry, 1t 1s 1“Probah1f thei
processes will be sufficrently daviloped »nd 2non~h pl-uts censtricied
durin: the next few yorrs ho roxe £ 81 mificoal conﬁ.;b1,1on o supplyv.
Import~nt s syntrotic cils v Iikely So b an th fwtur?, for the
present onr supply probl.me mist be solved by netnrsl petraleam ond the
products derivad th-r:from, . s

The supply of petrolcum ”V”ll"bl‘ to thr Jnlt ~t2s h's kept
pac: te d~te with inerec s d somend, thonks fo U2ins ir cwuﬁﬂ 01l oro-,

""’
duction ¢ cxtrsction of n-in “rsclinn o ndons “rd the
luction, the cxtract frotnr-l olapn~ "nd co d 1 th

3
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1mportation of eruds oil and petroleun rroducts. The lronds ir pe-—
trol-um sunrly durinz tne 1838-19.7 d-c-de arc sconr 1r ti: “folloares
t ble from Bua:eaa of lancs sourcrs:

Uy o Petroloum Suvrly
(Fimrcs in _arrels D-ily)

Crude 011 Other Oals Tob:-1l
Yecar Productior Producad Imports Sl

00

1938 - 0
,000
0]

3,327,000 145,000 149
1939 3,466,000 148,000 162
1940 . 3,697,000 161,000 222 00
1941 3,342,000 231,000 26¢,000 ,ooo
1942 3,799,500 235,070 72,000 ,,13~,oo
1943 44125,07C 247,002 177,000 4y 546,000
1944 4,585,00C 227 ,ﬁJL 252,000 5,117,000
1945 4,095,020 315,000 311,00 5,321,000
1246 44749,000 321,070 370,000 5 4440 ,000
1947 (Gst.) 5,040,000 Sé,OOﬂ 453,000 5484%,000

21,
%
7
7

2,02
3 77
4 oz
49339

The =zxpandad positwer ot nd 17e rnet i m b by 01l frow npewly
discovercd fields, % % P ornovt vy oarer-ce-d imoorts
and the d-velopri-nt of ficlds founi &:ford 135373,

The enrr nt raie of preduciion 2n a2 Jrat.d Stouls ~oorofarat s
closely the moviraam flaza nt rat ¢ tar 15 no suh.tinti~l » vin cbove
current outrait ror which tronsrortstior 1¢ avsileoble mnd thich coi1ld b=
classad zg r. e rve rroductive e~ ozty, Ir my ooliz 1ot ¥y vy T ¢ 11-d
attention te tht v.ry s34 f cty zht . t th ~oaarar- of $he verg
hed 2 ressrve producti—Te ¢ niciby ir our doststac Ti:lds o Tout one
willion barrels © Ary. Too;, W b v- marturlly norg. The Commatilec
on Petroloum Procictinn ~nd ™mide .7 1l:bolrby of ih [7 treor ] Potro-
leum Councal, 17m 1ts reoort of 10 Jaly 1047, cstinot.d ervde o1l avoyl-
zb1laty of the Uritea Stotes, as ¢f 10 Jine 1947, ¢t 54271,420 berr-1r
daily. Durips che 1veelz euvxj 2 Scrvrbory, the Jratld Suthog ac memort-
ed, by Sh2 fAmcrics rolows Tastitate, te v prodiuc»d » 717 2
of 5,217,300 borr '111 or ¥ uirent o) the gcv 7t 4 fev-1l ~vwil-

< Ve
cbhality, Th. Unatzd 33" toc new 1s profucin~ ~ioat os .ruth erudc o1l

dealy s 1t ghould, on ths besis o presently krown o1l ros rves nd
their currcrt st~ te of auvrelopr.nt, To preiuc~ nors wmld onl . =ecn
irjury to ‘nd short. nin~- th 1li1f of our su.ric'rn fi.lids

L. ¥ MrCollum, or Strondrrd ol Mew Jorscy, har ovuklishra in 200-
parison 1 th 1946, an «shir ot of thr verldle ootrolers sunple whiieh
mey be eticairehl- in 1051, s follol st
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:orld Petrolcum Supply, 1946 and 1951
(Fi-ur-s in errels Deady)

1946 1951

(Estam~ted cs
Sttoanoble)
Unmted Statos 4,743,000 5,1A€,000
Caribbesn .rea 1,180,000 1,533,000
Cther countrics 251 Ou 342,000
"tur«l :rsoline, ctc. 33? 020 125,003
Totzl “Jestern Hemisphere 6,515,000 74,472,003
¥1ddl. mast 702,000 1,4€7,000
Russiz (Estimated) ) 455,000 £00,000
Other countrics 211,000 L16,000
N-tars1 g-solinc, ctc, 51,020 54,,0CO
Tot7l Eastern Homisphere 1,419,000 2,557,000
Total. World - . 7,934,000 , 1C,029,000

-
. .

. Nobody knovs (cscopt, perhops, th- Ha.siwe “nd I ~m rot toc sure
about them) just whnt nu551r 1s preoducineg wnd ctall less whet Rugsara
1s likely to predice by 1951,
You wild not that the tahl ¢ 1lis for an ]ﬂC”CCS\ of swpro<amat-ly
two mllicr. borrels 'por dry from 1946 to 1851, cna that cbont half of
this is exp-cted %¢ come from - ~ch :emxuph\rf. . ‘

1

n

The 1951 fisare fer Unit 3 Sttt o prodaction 1s aprronimctoly the
level of prodactior Jdurin~ reesrt ve . is. For the four «o: ks onded

13 Sept-mber, the ‘mericon Putrol um Institut hoe roportcd -n averace
of 5,175,000 barrels Jdaaly, If olcgint notoriele hccone avaalable,
and 1 f prico lavels are sufficiently ™ *h to mzxXirizo A*]o*utwon ~“nd
to enccurass d-wvelopment of teth prinsrv ~nd sccondary rreduction, and
1f the present hath 10vel of into1la - nt "wn]dfa*b_nr” COHUervu, and
1f there s ro sarmaiennt recession 1n basip: ss, the dmatoa Ctates
w111l prob bly be ~ble to prosucs it leost s much cruds ol 1n 1951

as 1t dots now, Prescnt production lev.ls mav b cxcred-i an th
intcrang probebly they will, prticulerldy in 1948 ~nd 16473, whin
2dditionsl pape-linc outl(ts boeeme Availsbls to v st T Aws; bat we
will do rcesonably woll 1f by 1951 we are producin. ot pros-ont lovels,

The projected ancre~sc of 360,000 bourrils -1 doy 1n the Carhbenn
) ’ F o
area will reguire oxt ndld o2plorsiron ~nd <ovelopment, with Veneouel-
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the most lik~ly hunting aroid, At pres.ont th Camaibhern zrea, and

for that matter the rost of ohe rostrn Homiephrro, 1e 1r the come
position us the Urited States, arcomfortstly close tn Tthe m zimum
efficiert rate of >roducticn, VWhinever we At to tilkaing ~roit taese
supply problems someconc 2lways rom s np nd egave, Mhy dor!t w. imrort
mcre from South smeric/ 2" 'V 11, th ~nsver ie, "The~: asn't any mor

to wmport from South Amcriez, ©~ 'r right up to th: mrximm oFficart
r2t- of productron an th~ ~ntir. Ject rn Pomisohere M

The cbality of the Trstern Hamasphore to .87 & million b rr ls
dealy to 1ts petrclium supply by 1951, ars colled For by th. t-tl |
dcpends mostly upon the aveil-bility of cil-fi-1ld zauipwnt, -nd th:
completion af ~ddation:l transport-tior .rcilitlr.s; the el ™1 165
~lready discovered ir th» Porsiun Golf oroa sre ¢ pable, with nddnd
drillire .nd transport-tion, of m-etan~ tho indicate>d 1351 1-v.1l,

Now, if you comp~rs this tobl. o: - siunh A ~ibt-anavl. supoly
with the =2erlier table on an t cip~ted dir ora, you 1ll zotr thrt the
1951 totel, in =e¢ch crec, 15 ~bowt 16 million »rrole d411ly. Bnt, af
you conpera the tebles farther, yoi i1l ret  .n ~rticiget d Ezstorn
Hemisphers suprply in 1051 of ”ou*ﬁl" 2.5 rallson trrr-ls d~1lv, compered
with on estamoted Ze st-vn Hemispi-re o2 ind cf srout thr-c mnlm.on
bzrrsls daily. Convers-lr, *h. .:s. vru [ magghsr2, atk on csihimated
1951 depond of atout s.ven m*IL1 on t rr-ls Ja1lyv, bz ~n rniticipot d
supply of - lattl. less th'n 7.5 m1llieon b~y 1« d-31v, Th-s corrnarie

i
%]

sons indicst: th“t ot Ftst'“p Hemasy v st1.11 #0211 4rp nd apon the
Westarn Homisphr re for shout 500,000 hrrrids d =17 of 1ts aanply, oven
assumring th. C,?hlutlﬁn joas 1751 o¥ wreos ntly Pl rr A o Jarcz 1n the

¥1ddls Ezst, T may say prrenthitreslly -1thiorsh 1l Jocks ~o thioisb the
Trans-Arabian line -all be complet 4 by 1951 o posribly 1356, -nd the
present looping of the lane from Treg te ¥raf =311 probe c1v bhe come
pleted, the larger linc thet 1s bodng ran from Trog tc the Poedrtorrear 2an,
end the lergz lire runnine fror Ir-rn -nd Kawmat to th. ? ,olt,r“ﬁnOGr
mignt oe in oper2tion bv 1951, I .could sy 1t 3¢ cAtrcmnly donrtful,
The 1951 suprly 2ani demand compnricen hes °n ‘dded m=aring to
these ¢i’ us wic lave an the wetern Huraisthiv:, vhen T sroxe b for:
the Tndustrial Jollege on 15 Jenacvy, T referrad 1o 1 mop wnch 111lus—
troted the petroleum possitiliti-s ¢ th- world 3nl not2d o rticnl:rly
t2~t the 1l-nd arca of the Ecst rn Himisphers is triaer that of the  oCst-
crn Hemispherty cnd tht th: =most fevor~-»l: ~reas for o1l fird:ns an

the Sastern Homisphere ar. -let 2tout twic. those of th T et.rn Hema-
spheres This 1s » vat:l S:ety Tho pot.ntizl ultam-t o1l roscure s

o tnc Wasi.rn ﬁenlsphwr ny: doubl- thosc of the .wst-rn H misvh.re,
The problerm of potrol man sccurity is 1 ac -aspherac rrobl:im, nct Just
an tioral preblor,



+

'

In numoers, the ultar-te 01l reosoune s oF th. worl? hhve » 'n
estamatcd »t obont 600 billion barrels, of ~Tash v Jraled Stotos
1e rredited wath 100 billionc, or onc-sinthy the "o tirn Umasob o
vith 200 hilliong, or ona~third; -nn the Eortrrn "emienvr vtk 400
billions, or two-thirds, .

“lorld production Trom 1259 te thv closc of 1946 tot 1l 4 no-rly
52 villicn barrels, =nd the » shiarg proved ros »v-s of the rorld -t
the tend or 1946 tot-l ¢bout &7 ballion brrrels, Thes: firir s indic t
that about 119 billion barrels of cruc: 01l, o= ~touh on~"ft'w of the
world!'s ultimzte o1l resources, bnd been foind ~nd prov:d 't th. ~losc
of 1945, Th- Unitsa Stetes nes preduced 33 Fillaon brrrels, or 33 orr-
cert of ibs xpoctld ultim be predacticr, wnle the v ~drd v of the
world hzs oroducnd cbout 19 hillien berv-ls, or only Jour n rr.nt of
its cqapcet.d ultaret: prodachicr, .

7

L
* Tho Yeited Svateos, oizh hes prodseed &4 rovreent of fh worldin
o1l to welz, s brer Mirdant s afint.ite o1l rescarces ot oo Dostor

r~t. thon the roet of th werldy "o acs tv v ohoprs Hipaeph p o0 2

wholc, From 1539 te 1948 1h pore.rt o of world nroducoion in the
ZWwestern Hemasphere Incec ccod Prers 76,7 o rent Lo 2049 owirecrt, That
s1rorises & cooa ~onyve; oLl vhe e hiey sach foro1an predaction wos
incrczsed darire the —r Jor v 1 pirrog-.—-=:rd v yy feortan £ 1y 1t wac
or v, woulr yot howe succesisd ap v 3o~ Py ey facl- g, Iut o cespit

th:t 2rerzes 2ar n-w Toroyr crodeniar, 1t we norerthel-se noe oonry
to fu:l the wry, wanor 1ora pirt, st of the ~etb »p Hrnarnvr § ncC
you con sy 0 1d vt Mewrs opeor S s ae 55 Lot “Lu b rasphvr e

sourc~s of trorsporteticre ird,
the Eazstern "fericphore ™ d not born yot d v Joid o U onovrt vhore o
quick, loree incroase cerle ke B on 4 zon feom ther tor tt bl
gmercerey, S50 the gzreint-~ of world ontont 1r the el ovr 7
irereos<d very notoridilly davine Bhe v poarmodrole mostior v ooovs,
Now thet will svane bock (o sen " 1 ™ gt 33 weovaar 4w th wrnourh
trensportation ferlityr s,
.

The followanr 01, breed o 13l "ror th 1347 orld CGal Atl-s
pablisned hy "Mhorld Ci11," snovs tne rolation of ecrude o1l ovrosacticon
and proved o1l reoserves in tre TTrated THotos cpa the o romoander of the
worlds .

T T 1 —~ el N - -
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Vlorld Crude 01l Froduction and Proved Ror-rves

1646 Prcduction Prowved Hescerves
Percent i#31l1ons of Eorrels Porcent
Barrels Daily of '/orld Jamitry 1, 1947 of “orld

United Stetes 4y 749,000 63.0 20,900 31,2
Venczuela 1,062,000 14,1 7,000 10.4
Other 370,000 JARS 2,300 3/
Total Vestern

Hemisphcre 6,181,000 82,0 30,200 45.0
Middle East - 691,000 942 27,300 40,8
Russiz 455,000 6.0 7,600 11.4
Other 211,000 2,3 1,900 2.8
Tntal Eastern

Hemasphere 1,357,000 18,0 36,800 5540
Tot~l Vorld 7,535,000 100,0 67,000 100,0

“Iith 45 poreent of the world's prov-d o1l reserves 2nd chout one-
third of thz ultamate oll resources, th: Twesterr Homisphoers in 1946
produced 82 percunt of the world's oil, wml: the E-siern ¥ mistoher:,
w th 55 percent of the prov-d roscrves "na two-thirds of ths capccted
ultimate rcsourccs, produced only 12 percent, [Ihe *1ddle Test, primarily
the Persi-n Zulf cres, which 1s cr-ditcd »1th proved o1l r.scrvis lareer
than thos. o7 the Unit-d Ststes ond nesvly o 1orac o5 the vhole Vestern
Hemispherz, produced only zbout nine pircent of the world's o1l an 1946,

Pctrolzum demend 3s the demand for products derived from crude

o1l, the hesic rovrneterinl, or from g=s:s prodic.d wth the crude o1l,
The abalaty Yo supply petrolcwn products deprnds not oaly npen ~n 2do-
quate supply of raw mitirminl 'nd apon ficrlitace for ats tronsportation,
but clso upon the crpacity cnd locection of rofinine plants, The Follow—
ing table, derav.d from C, J, Brucr of Stendard of New Jurs.y, comparss
existang crprcaities wath those oxpret d to be ave1leble an 1951, on the
bsgis of prescnt plans for r.stortticon, roch:bilaytr taon, ~nd cxoancicnt



Petroleum Fefining Capacity
(FM1gures 1u Barrels Uaily)

Existing Plants plus
prornsed additions by

1 Jaruary 1947 1 January 1951
United States 5,400,000 ' 5,800,000
Caribbean : 83/,,300 1,034,000
Other 595 ,400 695 ,000
Total Western Hemisphere 6,829,700 7,526,000
Middle East 738,000 849,0C0
Russia 575,000 - 750,000
Other 595,700 661,000
Total Eastern Hemisphere 1,908,700 2,560,000
torla Total 8,738,400 10,039,000

Comparaison of this refinine capacity with the precedins tables on
demand and supplv shows that Zastern Herisphere demznd by 1951 will be
500,000 barrels daily in excess of 1ts esiinated refinine capacity and
that refining cavacity in the Western Hemispherc will caceed estimated
demand by the same amoant, This indicatces that United States and
Caribbzan refireries w11l centinue to supgly the Eastern Hemisphere with
about 500,00C barrels doily of putreleum products, Thas figure 1s close
to the 537,000 barrsls daily of crude c1l and products shpped from the
United Stotes and fror Caribbean refineries and ferminzls to Europe in
1946, Oth.r eavorts from the estern to th- Eastern Hamiephere, whach
totaled 116,000 barrels daily in 194E, are likely by 1951 to be sapplied
from the cleser REestern Himisvhere scarces,

It w11l Bbe ncted that the estimated world supply of crude oil in
1951 1s 10,029,000 berrels & day, all of .hich 1s cxpectad to be nceded,
and that anticiprted 1951 refining cepecaty 1s only 10,029,000 barr-ls
a day., This 1s .ltorether toc closs for rolicbilaty or safely, Mo
manufacturing rlant czn be devended upsr to run steadily at viritaally
10C percent capacity. Based on these figures, 1951 rofirmar: cupacaty
w1ll riet e adequate,

The 1951 refinaing canacaty indicated for the United S4ates in
pzrticaler ~ppcars inadeqasts to assurc the processing in this couniry
of the ecrudc 011 nceded to supply the sxpect- 4 demnd {or pelroloum
products. This 1s a situation which can be adjustsd by ihe o1l industry
through further expansion of refinirg frcilaties, 1f and when ste:l
therzfor becomes available, and th: escvimated magnitude of future demand
1s substentizted b3y pevrformcnce in th- r2xt yior or two,

1n



As demande for retroleum products iners~si ne ~s wa look mrr.
and nore to the more dictant pl-ccs for supnly, th r guirinents for
transportation iner:as2, The 1nercote2 15 1vocly e oo oomtraecl
rcth r then erithmetac-ly 1t v l.tze te -xrresions 1n e o~ 0o w1l
ags 1n volume, lcere o1l will rnve te ¢ mov d, ~nd 1t 11l hrve to
be movad over grooter dist-ness,

Th~ necd for addition 1 pavo. lin-<s, particulzrly to mcve crude
ol from west lexas te miiel~ w-stern r< fincrics, fron #he Heoo v
Mountaan area to tho Pacific ccast, zn< from th. Peorsitn ™iif %c dh.
*l.diterrencan, has been racegnized “nd rlans Tor thorr construction
are under way or ere boing strcind, Thaeir bualdinag, like oh pALS1oD
of 211 othrr nczded petroloum farilati-s, dewends on the #7alan ity
of steel.

H

Active atlention 1s aleco brairg piven the n o ad fer zddacion~l tank
cargse. e have scrapped sdout 7,000 tank c:rs siree th- =rd of th- ver,
Up until Just ¢ very fow months opo, we hon net oualt - now thnl cor
that 1s, a now, generzl-purpose tang car sincoe 1942, Yeb, =1 the some
tamc, we havs . greatly incrersec noed fer ton* ~avrd becrice w2 read
to meve mere nroducts.

Tank cars z2ro comang ~long nca, bab thzy 3v: nst coming alone
fzst e¢nouegn by =zny mr sane. Stoel 15 arman the bettlsr-ck, Thers ic
2lso gomemwhet of - bottlenccic 1r th c-r-tuildins c.optcity ol the iwc
plants thzt build the trnk cars,.

Pzrt

1y 1

calar otdcrtion 18 scar~ miver o Moh=pr-ssure ¢ rs

port ligusfi.d petrol:iam. grs (LP3), so-c~1lled "bottled—gno M ~g shoy
are sc ofter crlled, Thos- prodicts 2+ 1 ~mundont surnly in thr South-

weet and 1n 3~le domnd 1r the Taddle ot o and e storn dvpalocaran
regiong,  Thero "re not mewh Lith-pr-ssire tonk

from the poirt of euprly to ta~ point ¢ nezd, Tntrl morc stocl brcom s
avrilatle ana en Lo convert.d ainto tan't ers, goms miidle westorn
refincries vill l2c caffainiert ermic ~re some ingastri:s ~nd r.orhaps
sorre hom~s "111 1nck some or the "holtl.d-wens the

cniz cars to nhanl them

wolfn

v on_27d,

An industry stndy of th- world tonker flect com-ar d +the situntion
ca1 1 September 1945, ammacdi~tely -fter Vdi-doy, vnth that on 1 Soptomber,
133G, Cornvertinz 211 vessels of 2,000 <ross tons or over bo a T2 type
basis and elaimin. targ 2ll vesscls 20 yenrs or ov.r ir 2o, tac study
showed a net surplus of 5,106,600 dead—seight tons on 1 Supterber 1945,
over the derd=weioht tonneoze of 13,032,000 on 1 &ipt mhvy 1939, Thas
rzpr-sented an incerease of n arly 40 rorcent an tink.r enrryins copo-
city ror the postwrr flict, This wse irntororet 4 te roprecent -n

adeqiacy in tanker suppli--cdogaate fer commzreisl nesds .néd adsguuie
for a rescrve flz2at for omirgency necds, A 1°te as 10 Jaly 1947, a

pas



cemmaittee of the Kation=l T.oirelear Corvell ronort 4 thet thar o ro
ad cuate tangers to the - rt-nt that thes: then e med by Uy Sov.ornm.rt
werse put 1nto opsrstanes conditro -re owmodn v 1ol for use,

g i

\

here are 1n?lc tions n~ th:t v sitay Lo mov one ch redae
and SHCJIO be roviswzd s to t nk.res Tiao .eritams Ceompagsion rerorts
thot cf th: 481 T2-type tan't:re Ba3lt ad Tlost th v Y w= Aicpoc-d of
214, 7They have =21tner ~ontr-cilrd for s:le or o7 .1reh_ svitettions
for (tthach prebsbhly 1l r= rv‘rtq”lly Jor s=ls) 268 1t “rs, wnwch 1s
cne mor= than they have, So At the teri v flect cenen vyt Jrat d
Stzt-s =t the =md ~f the war in All rrok ittty w11l o» 10 mrlvoL

nznds within the nlab feir mont s or, .7, the u=ab taor, cacimt Tor
thosz kent ne 2 reoservs floot lor U

U)

Thrt 15 one indic tion ~9 ta~ a ren? for b nk.re Jmich _.c 2ds
nrovicus ostimatos,  Tve, oo L vitass Ccmr1‘51cr, na let o puorle,
went beiove commabt . of Controsc 3L TCw or Jwpeoand el ot th
Tnited St t28 w-s reing to wivr to et 7 >rn 3h tore v Bic1oont lor
lon¢ tire boesus: [oopl- wore nod -cans to b

-

yiy oo LY :“~ Yoy r3 in
Urited St-t~¢ had. Ko 1t locks,7e theweh th v 2~ 011 covre to bu
hoavhts s a mztt r of [zebh, th r or- 5 orls atmors Ko vy b o1l ne.
. 3’
That 1s orly or. wrise-oier 27 2 o~ loeins taohd g v th Lenioee
L
sitiwtion whiehm 7 Yocor» Lor: vronoms2 o t1dins dh o on L vy oy L0

[0,

t ]
The Marcitine Cowri:sior e ha on, Bl o4n M1l orly h‘l’ of ko 01 e
tions Tor ch:riire for trniiive ar O By ofrd W o 1ol wmiet to
e &%l e 40 Zry oottor 1y Octobor,

Stec'is »0 oo trolewr prodazite hich o Tilure v oo W N1l T Do g%
orr-5how~ﬁr~ » short on ths _ s% co <% [t & a2 te ¥ nrtor s

(»

-4

. ve
s 2%h2r thet situ~tion 1¢ vowns to ¢ s-=o0

s faumanT s oand, e
nct; or whncther 2t 28 ~oar to »rg=0”7 ~L 71,

Thire .ve 156 tan'cers on erder fro- Toroim -mris, I7 011 of
thosc tankers 3re Paali md in ecrorc: botore 1951 1 wn "rors—irabion
lin 1s built, which w11l sove sore. mure frov 60 to #0 taatorss 17 overve
thine 1s xept ~lost thut 1s  Iloat now, 3ncladir~ thos- th 't ousht to
be scrappad, we vill be .an a greociricis bulane: on our bunker supoly
in 1951, Cf course, 01l of %i11s 15 agcnrany r-scc. w2 won't hove eny
surplus and may not have gurt~ <nou-h bv 1v51, asswraan- 711 ol those
conditiors, In other words, acspris vhe 150 £ mLurE on ord-r crom. foruien
Lyaris, we m2y have & worla-wads tur -,r shori-s= on cur 1 nds, or som-
thire close to at, tefor> ¢ con ae much ~ out 1%,

1

, have taken a braief lock ot som~ presricve o potreicnme: bha
the demend mev be like ov.r th- nsat “our or fiv: ve 'ra nd +hirt vall

- 12
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be needed to supply it. Put in a single sentence, the petroleum indus-
try is called on tn double in a few years the capacity that 1t has
taken generations in create, .

That's a staggering job, ~Jt will take a lot of material, a lot
»f work, a lot of time, 2nd a lot of moncy. O1l industry investments
in wells, refineries, and transportation will mount into billiens of
additional dollars beforc the job is done,

It is one thing to plet an increasing demand or supply on a piece
of graph paperj 1t 1s quite another thine to dc the actual job, len
will work all over the world, in trnpical heat and iretic col?, in
swamps and jungles and an scnd-blown deserts, day and nighi, wasx after
week, to find more o1l and braing it to the places where 1t is needed.
%11ls wall roll sheets, plates, shapes, casing, and pipe. Engineers
and contractors will design and corstruct rcfincries, Shidyards will
build tankers, To do azain in ¢ few years ~ Jcb that took 80 yzore to
do before is goirng to take some doing,

There 1s no question in my min? s to the abilaty of th~ o1l in-
dustry to do the job, The biz questacr 1s whether it con he dones frst
enough to prevent scircities, The impl mints of consumption~—oi1l stoves
end burners, tractors and trucks, Dissel motors and cutomobilas--can
be manufactured and pit %o use much mors guickly than con the amploments
of supply, such as o1l wclls, refinevies, pipe lines, 2nd tenxers, If
increase in the implemonte of consumption outrurs that in Lhe impl-ments
of supply, the result can only be rzcurring periods of scarcity, of
varying leryth, in whach the products 2vailcble fall short of local
requiremsnts,

This shadow of time hangs over the o1l industry, Just ~s 1t does
over others., In this postwar world of ours, ‘oo meny pemples have to
do things a2nd wert thirgs at the some tarc,

Our current situztion is ticht 2znough-—-too ticht for comfort, It
is not due to a basic short-ge of crude cil. It hes rosulted from a
shortage of two other things-~—stecl and tim2, 011 products wall rot
be plentiful 2¢zain untal thcve 1s » free flow of the materizls neces—
sary tn develsp, produce, refine, z2nd tronsport oxl, &nd until the
01l industry has had time to use these mcoisrisls in drilling more oil
wells, laying more pipe lines, crecting merz rofineries, -nd building
more tank cars, bargss, =nd tankers. The industry, I am confident,
w1ll double 1ts ca2pscity ze fast ss it car get tne matcricls end use
them, but that thms will be fazst enough tn kecep pece with demsnd for
products I very much doubt,
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Jentlemen, 1 have enjoved grestly this second opportunity tc t2lk
to you, I hope that the 1itile I have bcen ablgto tell vou and the
speculation in which I have 1ndulgecd hcs ainterested you encugh sO that
you w1ll ask me to come nec< next yvear. I1f there &re any guestions you
think I can answer or that Iir, Swansou, my issistant Director, v™o 18

here with me, can onswer, we v111 do our very best,

Thank you.

(2 Octover 1947--450)5/31



