






























































































































































































































































































































































































































































































































































































































































































































































Russia’s Diamond Producing Region Chapter 6

must weigh the long term benefit of maintaining the cartel's monopoly price. If Russia and
Sakha reject the cartel, they choose the one path that requires the greatest level of exper-
tise. Being a follower in the cartel is like being a price taker, once the initial decision to
follow this strategy is made, it requires little time or expertise. The market the cartel con-
trols takes care of the downstream management.

A Sakha legend explains the cause of Sakha's riches as coming from a bag of gold,
diamonds and other wealth that a flying god dropped after freezing his arms in the -60
degree Sakha winter. The legend explains the source of Sakha's wealth, but does not sug-
gest how to manage this wealth. For a [esson in managing wealth the Russians and the
Sakha would do well to heed the English fairy tale about the goose that lays the golden
eggs (in this case the goose lays diamond eggs). The Russian and Sakha diamond control-
lers may very well share fate with the men who greedily cut open the goose.

6.3. POTENTIAL NATURAL GAS AND OIL EXPORTS FOR THE REPUBLIC OF
SAKHA

6.3.1. GENERAL CONDITIONS

We have seen that diamond exports are immensely important for the existing
economy of the Republic of Sakha. The future of Sakha's economic development will rely on
the continuation of existing diamond mining as well as the potential for the export of other
resources. For Sakha. oil and gas resources are the most likely candidates for future export.
This section will examine the possibilities and constraints for Sakha’s hydrocarbon resources.

Currently, the Sakha government and the Sakha oil and gas industry are attempting
to establish an export market for natural gas to Korea, Japan and China. The proposal calls
for the development of gas reserves in central and southwest Sakha and construction of a
large-diameter (150 cm) pipeline from Central Sakha to Korea and Japan, or through China
to Japan. This is a multi-billion dollar project.

There is a smaller proposal to extract helium for export, a by-product of natural gas
development, from the Taas-Yuriakh gas field in western Sakha. (Sakha Oil and Gas, 1994)
This is probably a hundred million dollar project. There is a growing worldwide demand for
helium gas, used primarily for cooling (cryogenics—27 per cent), and welding (22 percent).
(Campbell, 1994) Liquid helium from the Republic of Sakha may be of interest to consumers
in Japan (especially for superconductivity) and to the Chinese rocketry industry.

In order to capture the helium that it produces, Sakha must first purchase a plant
that extracts helium from natural gas. A used helium extraction plant was offered by a
Leningrad scientific institute for $20 million dollars. An American developer proposed a
plan to deliver the helium by air (in Antonov 76 transport planes), but the Sakha Oil and
Gas Company is pursuing a concept to ship helium by dirigible.

In addition, the Republic of Sakha is planning to move crude oil to the refineries of
the nearby Russian region of Irkutsk. This oil project is being advocated by the Siberia Far
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