
District Oil and a Troubled Waterway
In recent weeks, the Suez Canal has again been in the 
news, although with fewer banner headlines than when it 
was blocked by Egypt early in November. We have been 
reading this time about the results of the less dramatic job 
of clearing the Canal. Traffic through the Canal will soon 
be on its way back to its normal job of handling the bulk 
of crude petroleum transported by tanker from the Middle 
East to Western Europe. In Iraq, emergency repairs have 
been made on the pipelines that were blown up during the 
Israeli invasion of Egypt. Thus, another major route for 
transporting oil from the Middle Eastern fields to Western 
Europe is being restored.

It is a long way from the Sixth Federal Reserve District 
to the Middle East, but with the controversy there disrupt
ing one of the world’s major oil transport systems, the oil 
industry in this area has been affected dramatically in 
recent months. Here, the industry is centered chiefly in 
coastal Louisiana and to a lesser extent in Mississippi, 
Alabama, and Florida. While the complex political issues 
have been discussed in world capitals, the District’s oil 
industry has been busy helping to solve the immediate 
problem of keeping oil flowing to Western Europe.

Action needed in the last few months was of an 
emergency nature. Western Europe was faced with a 40- 
percent reduction in its normal daily supply of oil. To 
help make up this deficit, European countries looked to 
producers in the United States. As a result, production of 
crude oil increased sharply in this country, not only to help 
satisfy European needs, but also to replace oil normally 
imported from the Middle East by the United States. 
Recent statements by leaders of the oil committee of the 
Organization for European Economic Cooperation indi
cated that American efforts during the crisis have helped 
to maintain Western European supplies of oil at 85 per
cent of their normal needs, compared with the 75 percent 
anticipated when the emergency first developed.

Just what the Sixth District’s role has been in meeting 
these emergency needs cannot be measured precisely, but 
available data on production indicate a substantial con
tribution. This was natural, since more than 10 percent 
of United States crude oil production is in the District. 
Also, emergency transport facilities could be more readily 
arranged here than in some other areas where lack of pipe
lines limits the amounts that can be piped to coastal areas 
for shipment to Europe.

As the chart shows, production in this District spurted 
tremendously in late 1956 when the pressures of emer
gency demands were first felt. Through most of 1955 and 
early 1956, production increased sharply, but it declined 
somewhat in the summer and fall of last year. Then, 
production expanded 25 percent from October 1956 to 
January and February of this year. Production in the 
country as a whole also increased substantially but less 
sharply than in the District.

By February, crude oil production in the United'States 
averaged nearly 7.5 million barrels per day— over 500,000 
barrels greater than the amount produced in October, 
just before the Suez crisis. During this same period,

production in the Sixth Federal Reserve District increased 
substantially— over 190,000 barrels per day. Over one- 
third of the emergency production increase, therefore, 
was accounted for by the sharp increase in this District, 
although the area normally accounts for only one-tenth of 
total production. Since production changed little in Mis
sissippi, Alabama, and Florida, the expansion of emer
gency production in this District was largely localized in 
coastal Louisiana.

Because some emergency demands were met by draw
ing on crude oil stocks outside the District, however, pro
duction figures tend to overstate the role played by District 
producers. Nevertheless, there is no doubt that the role 
was important and that the impact on District production 
was a sharp one. Having played a large part in meeting 
emergency needs, of course, producers in this area can 
also expect some reaction as conditions return to normal.
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Because of coastal Louisiana’s importance to the Dis
trict oil picture, production is closely related to the amount 
allowed by that state’s regulatory authorities. To prevent 
wasteful production and improve long-term oil recovery, 
a maximum allowable production is set each month on the 
basis of anticipated demand for crude oil. After the Suez 
Canal was blocked, this amount for Louisiana was in
creased sharply from an average daily allowable produc
tion of 750,000 barrels in October to about 980,000 
barrels in February. That increase of 30 percent roughly 
corresponds with the expansion in output in coastal 
Louisiana.

Production allowable rose slightly further in March, but 
because of the prospects of a more normal flow of oil in 
the Middle East, allowables were reduced about 7 percent 
for April. The restoration of normal transit will, of course, 
take place more gradually than the sudden disruption last 
November. Whatever downward adjustment in District 
production this might bring about, therefore, should take 
place over a longer period of time.
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