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THE EUROPEAN OIL CRISIS

The European oil shortage and the need to spend extra dollars for
Western hemisphere oil imports have now lasted for nearly four months. So
far the overall effects of these developments on the Continent's economy have
not been serious. Industrial production and total transportation have not
registered any marked decline and the dollar reserves, though declining, have
not reached the danger point in any of the affected countries. Obviously,
this situation cannot continue indefinitely. Oil accounts for about 20 per
cent of Western Europe energy needs. Even a 20$ reduction in oil consumption,
which is the level of the present cut-back,means a k% reduction in total
energy consumption. By shifting the bulk of this reduction to non-essential
activities it is possible to reduce its overall effect somewhat. But the health
of a modern industrial economy depends to an overwhelming extend on an ever-
growing supply of energy. In the case of Europe the increase is at least 3$ Per
year. Thus, any decline in its energy supply is bound to lead to industrial
stagnation, if continued over an extended period. This applies particularly to
oil whose share in the total energy sector is growing much more rapidly than
that of any other fuel.

The same applies to dollar losses. Britain and France are postponing
the full effects of these losses by drawing on their quotas in the International
Monetary Fund. But these transactions only mortgage the future when the amounts
will have to be paid back,some with interest. Thus, try as it may, in the fore-
seeable future the economic welfare of the Continent is dependent on an ever-
increasing supply of oil from the Middle East.

Western Hemisphere Emergency Shipments

At the moment, the threat of a worsening of the oil shortage has re-
ceded as a result of the recent refinery cut-backs in the U.S. which frees an
additional 200,000 b/d of crude oil for Europe, plus the 211,000 b/d allowable
increase in Texas for March. However, during the latter part of January and
early February the situation looked a good deal less comforting than it does
now. In fact; during the entire first three and one half months (November to
mid-February) of the European oil shortage, the official MEEC goal of 500,000
b/d of crude oil was reached for one single week only. Even if fuel oil,
distillate and kerosene shipments, of which Europe also has an immediate need,
are included, the 500,000 b/d figure was reached only a few more times in those
fifteen weeks.

On a monthly basis, U.S. emergency oil shipments to Europe from the
Gulf coast consisted of the following quantities (in thousands of barrels
daily):

Crude Oil Gasoline Other Products
November 1956 252 33 136
December 1956 322 72 183
January 1957 156 71 201
Feb. 1-3 1957 181 59 200
Nov. 1 - Feb. 13 237,000 b/d 57,000 b/d 157,000 b/d
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