“thlristobher Audland, birector-GeneraI for Energy

Exposé to UNICE's Energy Bureau, 23 June 1981 . ..
Brussels

INTRODUCTION ~ ~ . .
. ,,‘ E ,_:».‘ . ‘

'-f;’- I weLcome thws f1rst opportun1ty to address you as . G for Energy in the -

: European Commlss1on. A part1cularly opportune moment a week after the .
f“ff?: meet1ng of the IEA GB at M1n1ster1al level = ;,ﬁif‘

;,4;:‘ f{' i the day before the Energy Counc1l and PR , . f%
. »f» a matter of weeks only before the next Western Economwc Sunmwt ':

- Ottawa.:..jf.a*"”

h»i’should lwke to use th1s occas1on to say a lwttle about each of these evrntc
e N LSRN "' 57%(,& 413 -‘"mc /’C(/J"\»\( %/‘fff~m 4‘./9-"\/ e
IEA WINISTERIAL 15 JUNE (’K,_’S’ %fm__,ai et /’w’

i ; :

- Not surpr1s1ngly, therefore, the meet1ng ‘was reLaxed and concentrated

ff' heav1ly on the medwum— and Longer-term.1;f¢ R

s

A_- At same t1me, however, there was a good deat of hard—headed reaL1sm abou*:ju
" the short term. The M1n1ster1al Commun1que recogn;ses the potent1at frag1t1
in the 01[ market s1tuat1on, emphas1z1ng that contnrued stab1t1ty depends”

both on the avo1dance of complacency and cont1nuat1on of high levels of

B suog[z from severaL maJor produc1ng countr1es) bﬂ/f N 9 N?t(( 14sﬂ~rrf;i
Caq At }VW 4\~&M/\4 LS L«m.mm-kuw.c b L

j - The Comm1sszon part1cularly wetcomes thws[att1tude.gf

.'(‘

Sub-Crisis Measures “Ieghgdr;sgi' ;‘g_Q'ffh B T ””xtf
) by R L RO : -

',:,-- We aLso partlcutarly uelcome the determ1nat1on expressed by 1EA- M1n1stersf"*
- to use the breathlng space offered by the current 01l market s1tuat1on tos?ﬁf
:recons1der and devetop further measures to reduce the 1rpact “on pr1ces of ..

L1m1ted o1L suppLy dmsrupt1ons. Betleve everyone has Learnt the lesson n’_fff

———
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‘semestre of 1981 show that this hopefui

; period of 1980 - The recession is of cours
an important factor. But energy saving'*

As you know, the pressure is off for the :
time being.. In the Community, 1980 showed

~a 7.5% fall in oil consumption and an.11% ,
fall in oil imports, by comparison with fi,*

1979. Our estimates for the first

movement is strengthening: oil consumpt1on
seems to be down by 15%, and imports by: .
104, by compar1son with the correSpond1ng'

and fuel swwtch1ng are cLearLy beg1nn1ng
to bIte quwte hard R NI IS

a



User
Rectangle

User
Rectangle

User
Rectangle

User
Rectangle


.= There are now to be detailed consultations between IEA Governments and the
oil companwes to see how best to proceed These will beg1n fe \Jﬂﬁxt month
69LJD July))and the1r results should prov1de a bas1s for dec1svons by the

Govern1ng Board at Offwcwal Level dur1ng the second half of the year.

Structural Change“"

.

- As far as Ehé]longer -term structural change is concerned“‘M1n1sters felt

Fv. that progress so’ far was encouraglng but that momentum needed to be mawnta1ned.y

L= Dlscusswon focussed part1cularly on three areas : coal,hnuclear and energy;i

- pmcmg- RO A L e

:‘f On coal a general feel1ng that more work needed to be done, together w1th

" the 7ndustry, to clar1fy the potent1al for devetopment and to 1dent1fy the
constra1nts on product1on, trade and coal use in the IEA area. L?: to be a.
full rev1ew of MS s coal pol1c1es and programmes,w1th 1nput from the Coal

Industry Adv1sory Board.‘tn

AL‘I‘ v

The Comm1ss1on shares the general concern about possible constra1nts on the

ey

devel0pment of coal and has recently sent to the Counc1l a'note which

'rev1ews the potentwal constraants on 1ncreased coal use in general 1ndustry.

\; 1nvestment pol1¢y)monengenerelljizwh1ch I shall refer ﬁg Later. T rvfbg~n

emphaswzes the need for prompt nat1onal and 1nternat10nal action to increase
publ1c understand1ng of the safety 1ssues, to 1mplement waste manaqement :
;T‘and d1sposal programmes, to streamlvne 1nvestment procedures, and so on.j‘*'
" This is very much the approach uh1ch ue see as 1mportant in the Commun1ty
also. meam  LeviRuing . Gy aw g ¢) zr4 NS “m:m
e T W ("v—ut (M‘;}""“\l'}\ MW“? (7""‘“}‘ k‘—‘f';"“‘ DR '

- On energy pricing there was what I would descr1be as moderately useful

-

. progress. There is a general feel1ng among IEA Members that the @pﬁi)ﬂﬁrﬁog
of rat1onal pr1c1ng pol1c1es in the energy f1eld 1s fundamental to success
1n the energy trans1t1on. Bdgvhot of course easy to persuade all IEA Members
oo to agree on the appl1cat1on of common pr1C1ng pr1nc1ples g1ven the 1npl1ca- '

h:t1ons for other econom1c and trade pol1c1es. Main’ achwevement was a general

\ agreement that subs1d1es wh1ch d1scourage conservat1on, h1gh levels of ~
;‘,domestvc energy product1on and rap1d subst1tut1on away from oil should be

' avoided. Issue to be taken‘wp turther by GB (Off1c1al) and reflected 1n e
hix,annual IEA mon1tor1ng procedures/(eountry rev1eus)

_,,; . 3 SO N R B ¢’\_ \“ - " . -/.

f"Th1s Ue\aq item Qh+eﬁ will be cons1dered ﬁert*outacl{j1n the context of vau&&*.

On nuclear pouer, M1nlsters agreed on the 1mportance of an 1ncreased role, R

Th;desp1te the well known d1ff1cult1es for some IEA Member States. The Conmun1querhw

L e
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LU ENERGY COUMCIL, 24 JUNE . o e cito T T
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- Energy COunc1t w1LL cover some of the same ground but focussing in" e

particular on :ff\

sub-cr1sxs measures
v ‘ 4 ’

energy 1nvestment (1ncLud1ng coal) and -;ulf;“

u;‘:' for PSR [P

chmg-- S, T T

. \,_» ~. ./, ¥

~ : : : - ‘L ‘I

"- The Counc1t may also provwde an opportun1ty for Mr. Dav1gnon to say a few u,

g

\
words about the Commun1ty s programme}of demonstratuon prOJectst~ [ ()3
\ Gp\ )M\L«z \) C‘ﬂ Smw/—;

Sub«cr1s1s measures

\

v

ﬁ”.- Some of you have already had prel1m1nary dwscusswons on our 1deas for a’ ,

"fo;- mutual aid scheme 1n o1l stocks w1th one of my colleagues (Tent on 9 April)

Do not 1ntend to go 1nto deta1L about it. But Let me - make some general po1nts;.

- A mutual a1d scheme would beLone element 1n a battery of measures to deal

w1th potent1al sub cr1s1s s1tuatvons. Shoutd not be seen as a subst1tute for

o measures of demand restra1nt, etc. but rather as a comptement.,:,'-lf,‘*{ B

- In essence the 1dea 1s very s1mple. F1rstty, compan1es would be allowed in.
" certa1n c1rcumstances to drau doun on a share (say 5 days) of the1r oblwgatory',”
. nsecur1ty stocks. Secondly, and as ‘a necessary coroLLary, Governments author1s-‘”f

>1ng the draw-down of stocks wouLd have to have some form of agreed safeguards

L to meet any deter1orat1on in the s1tuat10n. f

L

;i;~ The freedom'to.use a smatt share*of Obligatory‘stocksbwoutd'increasebsupotﬁes-'t
‘ ava1labLe to compan1es, 1ncrease the1r fLex1b1L1ty and reduce the need for '_{
rapwd recourse to the spot market. 5 days stocks couLd meet a def1c1t of »

2 3 7 for 4 S months.ﬁ HSRIEES o BT ’

. v:A- But whlle the 1dea is s1mple in essence, 1t poses a number of practwcat and ;i
:;:‘,m}/ p-DOL1t1cal d1ff1cult1e5, notabty i." : ~“:- SRR , . ‘d iu i
i .. the 'tr1gger'-'relat1onsh1p of 'sub-crws1s to 'crisis measures, jt:[’{j
:yant1-trust,’costs of stocks, part1c1pat1on Gould it be a useful. ';;bf_éj
'fimechan1sm if 1t were. ‘not extended to the main consum1ng countrweS',ﬂA, ?
“outside: the Commun1ty °)\,p:’ﬁsa;.;frﬁ7}'3,b”f"diyi"ﬁf". ; ‘;‘fé
AT , S ‘ ' s mL
: N
i ' s
i ’ B




.~ By then we should also know the outcome of current dfscuss1ons in the us. ak!t,p

ifh{‘ in the 1982 Budget to flnance purchases for the US strateg1c reserve. Th1s o

ng'body of op1n10n that the SPR purcbases should be f1nanced "off budget'

o Member States already env1sage a htgh level of energy 1nvestnent fu the next

N(J :)(q q ph‘ l”n"vw\‘ . |
- Cennot—ewpett—a/ffrm dec1s1on 1n favour of such a scheme by M1nvsters at’
 tomorrow's Counc1l But M1n1ster1al meet1ng should g1ve political 1mpetusj'd
to the d1SCUSS10nS Wwith the oil corpanfes ‘to thCh I have. already referred
.By the autunn, we expect, we should have ‘a clearer jdea whether the

c pract1cal and pol1t1cal d1ff1cult1es can be overcome.gt‘

.

e
b

o ;Congress on the anti- trust problems and on. the problem Of the f1nanc1ng Of

us secur1ty stocks)wh1ch are both factors 1nh1b1t1ng a clear position on

v."

this issue by the us Adm1n1strat1on .{Eres1dent Reagan has asked for US 23 bn

request 1s encounter1ng d1ff1cult1es 1n Congress where there is. a strong

Us off1c1als apparently do not w1sh to. weaken the1r arguments v1s a*vws
Congress by conced1ng that part of these secur1ty stocks might eventually

',be asswgned to ah- IEA or other guarantee or mutual a1d' 5chemi].

‘“‘structural change.”""”'”

P :t,’_» ; B 3 I < ‘
A N ¥

f

:g.yten years (SOO bn ECU 80 Z on energy supply and 20 7 on energy demand)

R T i L ftrst of all’ TR Lot ‘

: /The Comm1351on wants to be sure/that MS ] programmes can be futly ach1eved
. despite the restr1ct1ve econom1c and f1nanc1al cl1mate. Hﬁ F“b?pr'»m
St 5'\)2/‘\ nr’tc)?lq,‘ 'h-. Lv»{ 3 b ey Lo :

-,But we also be bel1eve that even more 1nvestment may be requ1red 1f we are iﬁ%

'both to ma1nta1n a sat1sfactory rate of progress out. of oil and allow the

LR

\energy sector to make the most effectfve contr1but1on to econon1c recovery

~ in the Commun1ty. ,‘“j;gﬁ 155 o _m‘ o -ifaht

e e s R
‘».«< N -J o~

- Our paper to Counc1l g1ves partfcular emphasvs to the rat1onal use of energy.‘_:

Thws 1ncluo s ooth 1mproved eff1c1ency 1n energy productwon and use and also .
lOpen1ng up markets for alternat1ve energy sources as they become ava1lable.§l’:
The potent1al for cost-effect1ve 1nvestment 1s large enough for it to make
lra lastvng contr1but1on to economtc recovery, to 1ndustr1al renewal and-.
‘b 1mproved 1nternat10nal compet1t1v1ty 1n the Commun1ty, and/agstst in the
‘return to more sat1sfactory levels of employment. we also believe that a ‘i";

‘coord1nated effort by all Member States would magn1fy consmderably the‘

:
e

benef1ts for each.ii¢~l:*~

| i N cl 2 N G N ’ ) -




ih'g‘: -~ We are not yet in a pos1t1on to make f1rm proposals. There is a lot more-ff
: | work to be done to exam1ne 1nvestment forecasts, to 1dent1fy the nature.
}‘zj’fﬁhii: of the constra1nts that may operate and to conswder how best these constrawnts

can be overcome.

- = We shall be consult1ng the Governments of Member States on these po1nts over

=:' the con1ng months. And we shall also be consult1ng industrial jnvestors )

" themselves. (ye 1ntend to come to you in UNICE to ra1se these 1ssues and we

P

shall pay part1cular attentwon to what you tell us. ]

A thorough survey of the 1nvestment problem cannot be done qu1ckly. Wh1le

. th1s work 1is underway dec1swons wwll be requwred on current proposals by ‘
"}:Jthe Comm1ss1on for a renewal of the NCT (the Ortol1 fac1l1ty). Towards the .
”?. end of next month EcoF1n is expected to take a dec1s1on on NCI 11 (loan R

f1nance of perhaps 1 1/2 bn ECU over two years or so) wh1ch the Comm1551on

‘sees as an essent1al element in the promot1on generally of 1ndustr1al
(»\f‘( 4

' '_pr0postgg a spec1f1c tranche for the rat1onal use of energy. Thws w1ll

‘Tthe1r lend1ng effort for energy supply and that for the rat1onal use. of
: ‘energy. But agreement on th1s 1dea w1ll not obv1ate the need for a more’

fundamental look at the energy 1nvestment problem in the Communtty. ‘7"'U:t

’ .Counc1l agreed on pr1nc1ples of energy pr1c1ng 1n June 1980 and there has
"ﬁ‘f%-}g3ﬁr;,_ been a grow1ng 1nterest 1n the Commun1ty in th1s f1eld over the past few o

e months. S1m1lar trend 1n the IEA.,,~;

;“ G

' we are hard at work 1n the Comm1ss1on on the compl1cated issues ra1sed by

E'lthe pract1cal appl1cat1on of those pr1nc1ples and the related 1ssue of

In the meant1me Mr. Dav1gnon w:ll make an 1nter1m oral report tomorrow

Sl

s whlch w1ll focus on some of the ma1n problems as we see them.»

./-
e

- The start1ng po1nt 1n all our work is that the convergence of energy pricing
pr1nc1ples 1n ‘the" Commun1ty is v1tal for energy pol1cy reasons and to prevent'
d1stort1ons to trade. But the appl1catwon of pr1ncwples of econom1c pr1c1ng

Mflts fraught w1th well known d1ff1cult1es.<§fej

frestructur1ng 1n the Commun1ty. wwth1n the new NCI the Conm1ss1on szlvbe)fw-

:uﬂenable the Commun1ty s loan 1nstruments to str1ke a better balance between fﬁb‘

[

ef{enercy taxation. We expect to report fully to the Counc1l later in the year.. -




// .3 S - 6 - “ ::
. g ) ‘ N 4
o rlg» - - In parttcular there is scope for wtdespread m1sunderstand1ng and confus1on S
& m»7*,j \" about the effects of structural differences in suppty (notably in the " e
’(G\a»’:," Y e}ectr1CjtyﬂsectoJ)' about how to price gas most rat1onaLLy, and about the _ ?
b«kk{gA BRE effects and obJect1ves of taxat1on poL1c1es in the energy f1eLd '»_ . ,%
'f544aﬂ’ - A cr1t1cal issue on wh1ch we need to focus part1cular attention is the ‘ i
improving -

d1ff1cutt one of/transparency in energy pr1ces, partwcularty in the 1ndu trial =
market. I recogn1se that” this will not be easy given the problems of "'Tffiig»'?
commerc1aL confwdent1al1ty that are ra1sed and the complex nature of some

c';‘ of the markets. But progress in transparency 1s a precond1t10n for the

appl1catxon of successful pol1c1es in th1s area.’ jf
: ’ . ‘lff»v . l\t, » ) : | ’ . ‘, " ‘ :
oL T L , G L i
Demonstration Projects . i, . u e ’ ? Son o :
e, S N T, Lz
I

"ejﬁfﬂi;af:f:- You have expressed a partvcutar u1sh for some comments by me on our :
;<ﬁ{w-3,f;~7o exper1ence of the demonstratton prOJects programme; to wh1ch Mr. Davugnon

‘: may refer at tomorrow s Counc1L. Let me make Just a few generat_povnts,d-‘{

'“— Neverthetess, our exper1ence SO far g1ves every 1nd1cat1on that both

N programmes (1n energy sav1ng and in alternat1ve sources) are valuable

iy

o and are ach1ev1ng the des1red results. mfff’;ffj;: Fg 3
o “, - we are near to exhaust1ng the f1nanc1al ce1l1ngs La1d down 1n “the var1ous';n’ i
. i regulatxons.\ R T e e g&
Vb- we made;7some time ago;'é broposal to double these ceilings (from a_tota(,'_
E " of 55 MECUs to a total of 110 MECUs for energy savvngs; and from 95 MECUs,; .
to 190 MECUs for aLternat1ve sourceé) X e e ' i
- , }:',‘-' : S ’“"jﬁ" : o B o ‘;
AT Unfortunately, our proposats_have become bogged down. : .
A ll- On the s1de of the Member States, there has been a strong tendency to de Lay,
i and the argument has been advanced that one must f1rst see the Comm1ss1on s -
‘;j“,'f‘.::,"_reports on progress : th1s argument w1ll now be overtaken by events.
‘;'~ on the“side_of'Parliament,,however,'theregare of course also_difficutties. L
,} !\' '.’. ! \




-1 hope'that the'log jam can‘nou be broken.

BN

;- 1 hope we can find a way through the d1ff1cult1es in Parl1ament- and that

the new Br1t1sh Preswdency wlll move th1ngs along rap1dly 1n the Counc1l

~

)ﬂ A R < ; S : )
tw Unless 2 dec1s1on is tiien soon the Comnws“von w1ll be confronted w1th a f

const1tut10nal d]lemma

—

which it.is” 1n the 1nterests,of everybodyﬂto avoid./
y.,_,,.o"',’ ) ! ) = £ .T" : . -

OTTAMA SUMMIT - o= = 00 et e T

'_u - The Tokyo and Ventce Summ1ts focussed part1cular attent1on on energy. Tokyo Aif\a

e produced agreement on oil import targets; Venice an agreed programme of
structural change for the Pa,v‘\ I~ (aJn«z W’\n&) ‘ '

e L

‘;~ Not to be expected that Ottawa w1ll g1ve energy such pr1de ot place; But"‘

dthere vs a general recogn1t1on amongst those prepar1ng the Summtt of thev s

portance of d1scourag1ng;complacen y 1n the main consum1ng countr1es about

o bthe energy s1tuat1on. The energy problem has not been solved s1mply because -
: the 01l markets are qu1et and the ma1n 1ndustr1al natwons have agreed on a: ';
1 ’ strategy for the next ten years. There are a number of areas where cont1nu1ngL'fﬁ
S"_attent1on is part1cularly requ1red- and accord1ngly we are l1kely to see: St
i;:the Summ1t focus on, some of the same problems at present preoccupy1ng both

“the IEA more generally and the Communlty in partwcular - notably, coal

S

nuclear, 1nvestment. ;hf;f‘;f

An added reason for cont1nu1ng to d1scuss the energy problem at the Summ1t o
is that the maJor1ty of part1c1pants w1ll be 'new boys' (US French Japanese,i;
Italtan as, well as Pres1dent Thorn hwmself). G1ven that so many of the ' h
leaders at the Summ1t were not 1nvolved 1n the negot1at1on of the Ven1ce§

Programme it is des1rable that 1ts ‘main or1entat1ons should be qu1ckly ST

endorsed by them so that the momentum of its follow—up ma1nta1ned ALL the?
more 1nportant 1n part1cular because of the cont1nu1ng uncertawnt1es abOUt
the thrust of US pol1cy 1n th1s f1eld

’"-vThis has been inevitably a'very broad tourgd'horizon.§e5ffifu ,
- ‘vw;«m~‘a, ,' S ST R ~,<_7 T
'_- The po1nt I would most emphas1ze 1n conclus1on 1s my strong feel1ng that
'our present energy s1tuat1on g1ves us no grounds for swtt1ng back and that
we must use the present non-ortsts' s1tuat1on pos1t1vely and construct1vely

to prepare our energy futuhe in the Communtty.»
5

- I look foruard to uorking with/yod to that end :;f,f






