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HE_ENSRGY SITUATION IN THE COMMUNITY AND THE WORLD

COMMUNICATTON BY THE COMMISSION T0 THE COUNCIL

: Introduetlon : ' o | "x/, .

1. Inits communlcatlon of 20 March %o the European Coun011 (COM(80)130 final)

the Commission e mphasased the need for a new Communxty 1n1tlat1ve on energy,

suggestxng that 1980 might offer a breaxhing space for the Communlty to look.

\-realzstlcally at the problems of energy supply and to agree on pollcles 16 deal
~ with them. Thla note looks at the prospeots for 1980 in more detail agalnst the j

background of developments over the past yoar, and considers the main areas ‘where

further Commnity action is now requlred for both the short and the longer term.

¢

The world 0il sitﬁation-

2. The world oil market continues to presanf a raxher confusing piciure, as

| “regaxds Doth prmce and levels of supply. The December meetxng of -OPEC brought
'offlclal prices to double their level at the beginnxng of 1979. But uniform
- OPEC pricing has not been rastored and there are some marked variations of prlce

for similar kinds of crude. At present there is no overall shortage of c¢rude

f,011 in relatlon o demand ‘and with stooks at a record level in late 1979 {there
have been some signs of slack in the parket. At the same time, howevery, there

'is considerable uncertalnty about the- maintenance of current production levels.

A number of OPEC producers have announcod plans to cut back their output from

} the 1979 level, Saudi Arabia, currently produclng 9 5m h/a has made no

‘oommltment %o malntaln thxs level of production beyond the second quarter of

1980, and there 1s a magor questlon over. Iranlan supplles.(*)

3. The high prlce 1evels and the prospect of a sharp fall in the rate of

econonmic growth in the OE€D area should mean,a 1evelling dff in world energy

, oonsumptzon this year, and some analysts are forecasting a reduction in demand

for oil of up to 1 milllon b/d. But g1venpthe possible slowdown in oil

" - production the most. likely prospect for 1980 as a whole is of a continuing
"delicate balance betwen supply and- demand, even assuming no major interruptions

of supply. Looking further ahead, so long as OPEC remains uwnwilling to expand

'p‘pro&uctlon, economic recovery in the QECD area is likely to be conatrained
" unless and until it can be achieved wi‘bho\rh a gx.‘owhh in demand for oil imports.

(*) The assessment in this paragraph may ‘need to be updated 1n«thé Light
of the evoLv1ng s1tuat1on. o o /
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Commumty achievemenis .

4. 1979 was & year of achievement for the Gcmmity in a number of fields.

The Strasbourg Summit which commitied the Community as & whole to maintain its
0il imports at or below the 1978 level (472 m tons) from 1980-1985, was a major
step forward in the strengthenmg of our collective resolve to reduce our -
dependence on oil and prov:.ded a solid basis for agreement on further positive
measures. This achievemeni was further consolidaied towards the end of last N
Year by agreement on national ceilings m.th:.n the global totals for 1980 and 1985. <

| 5. The Community also regzsi;ered success in the development of measures

4o improve the transparencl of the oil markeis. ﬁe have introduced reg.tsters
for imports of both crude oil and prodncts, uhich should provide us with a

- glearer pictura than before about davelopmnts in this area. In addition the
Commission has ‘been examining the 'tranéa./ctions‘op, the Rotterdam and Mediterranean
spot markets and is considering the' scope for a system of certification of crude
oil 1mports and for the establishment of a "quick response”™ system to provide |
rapid information about cmda oil imports in a supply emrgency. '

) 6. Finally, the Council  has reached agreement on the “anlear Trilogy" wh10h »
should enable further progress to be made on questions of radioa_.ctive waste

disposal, nmuclear reprooessmg and the fast-bmedar reactor.

Te Aga:.nst these a.ch:.evements, however, the trends in the energy market in the
Community last year highlight the need for even more v:.gorous action in the
energy field. Three points should be emphas:.sed.

8.v Fu-stly, 0il consumption levels. O0il consumption last year was some

25 mllhon tons above the target of 500 million tons agreed by the European )
Council in Paris and oil imports at 475 m tons were slightly up on the 1978

7 level. This high level of .consumptmn is to be explained pa.rtly by the harsh

w:.nter and partly by the unexpec‘tedly h:.gh level of GDP growth. By the end of

the year demand had fallen to a daily rate consistent with the Paris targe‘k.
Community consumptlon in the last quarter of 1979 was 2. 3% lower than in the se.xne
period in 1978. Hevertheless 'the high level of annual consumption underlines the. k |
'prog'ress that has still 1o be ma.de in reducing the Community's oil depend.ence. )

9. Secondly, dlsorder in the oil markets. The supply shortages of early 1979
were exacerbated by a scramble for supplies by some companies from both member
states and other major western countmes, whlch, because of their supply siructure,.

were faced with the, most Serious dlfflcultles. This fierce ccmpet:t.tlon Led to

rather high prices on the spot market and.to further dest»ab*chsatmn of the ml marigt.

which was queady in some desarréy because of developments’ in Iran.



10. ‘Thirdly, inadequate progreés in the develgpment and use of alternative

- energy S0Urces . There was a welcome increase of over 9% in coal consumption

in the Community last year, brlnglng the total for the first time almost up

to the 1973 figure of 310 m. tons.‘ This was largely the result of higher

power-station coal burn (notably'in the U.K.).. But coal productionzenalned
vxrtually static at 239 m. tons. We do not expect to see much change this
year. On present trends there is litile likelihood of meeting the Community's

production target of 270 m. tons in 1985. The continuing-slippage.of nuclear

programmes remains a further source of conoern. On present trends, the

Community will in 1990 still bo burning 70 million tons of oil each &ear for
electricity genération‘(the national figures are set out at Annex). Coal

‘firing conversion and new construction must be speeded up. For nuclear,

national situations vary widely, but in the Community as a whole the annual -
rate of orderlng of nuclear power stations achieved during the past 3 years
needs to be doubled over the coming 3 years if nuclear power is to make its -

due contribution to our energy needs in 1990.

Key policy issues for 1980

11. It is vital that the momentum of the StréSbourg Summit should be maintained
if the Community is to develop an adequate response to its energy problems and
to avoid the kind of problems that occurred last year. This points 1o the need
for agreement over the next few months on new maésures {40 deal with both the

short and the;ionger term.

'12. 1In the short term it would be imprudent to rule out the possibility of a

further supply crisis, perbaps even more serious than last year's. We must

| continue v1gorously to monitor our progress in keeplng within the agreed oil

import ceilings for 1980 and consider the scope for new aotlon on oil 1mport

levels in 1981. - ‘ -

13. For the longer—term we must commit ourselves as soon as possible to a new
series of measures to effect a more rapid {4ransition away from oil. The /
cornerstone of this effort should be an intensified programme of investment -

in energy production and energy saving in the Community underpinned by agree—

ment on progressive harmonisation of energy prices and taxes, as recommended

in COM(80)130 final.
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14. Al the sé.-me time the Commission considers it vital for the Community %o
framewark for the period up

agree as soon as pessible on an energy plannin
to 1990, including guidelines on inoreased energy eﬂ'ioimcy, reduced cil
consumption and levels of consumption of other fuels (nata‘bly‘ coal and

muclear). Without such a framework on the lines set out in COM(79)316 final

any new invastment progzea.nma for the Community would lack the fxecessary’ coherence.

_15.‘ These are the ma.:.:n areas where new action on energy policy is requlmd. ,

But they are by no means e:xclnslw. A cammtment 1o increased energy
investment will need %o be accompanied by a continuing campaign of pu'bhc
education a’mmt the energy pmblem. This applies pamnrmla:rly 1o the

nuclear f:.eld, where there are majer paychologa.cal ‘barriers 'bo be overcome.

16. Finally, in the demlopmn‘t of new policies -for both the short and the
longer term the Community must be ready not only %o increase its solidarity
with iis industrial parimers, but also to extend its comtacts and cooperation
with the oil pmdnoers and non-oil developing countries, with the aim of
creating a more stable basis on which to secure our lenger term energy supplies.
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Sources of electricity generation in 1990
National forecasts as of late 1212“

o Total oir Nuclear Coal | Othex

Country p Z | mihem " 4 p

S : tons . '

~  |Belgimm, 100 | 13.3 2.4 43.9 26.7 | 16.1
. |Denmark 100 20.0 1.8 - 80.0 -
~ Lcermany - 100 3.7 1.6 29.3 49.7 | 17.3
. |France 100 | 4.6 - 4.5 67.6 9.7 | 18.1
: Ireland 1100 49.1 | 2.6 | . - . 35.8 1541
| 1taly 100 44.7 - 35.8 |* 20.6 | 16.5 | 18.2

* | Netherlands 100 33.7 6.0 5.6 33.7 27.0
United Kingdom | 100 | 11.2/12.5 8.7/10.2 | 26.2/25.2 | 62.0/61.8 | 0.5

| T:zﬁcm:gr y| 100 13.6/13.8 69.4/70.9 | 33.7/33.4 | 37.7/37.8 | 15.0

Note :; The percentage shown for nuclear emergy is the equivalent of
' approximately 115 GW of generating ca;;acity.






