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© THE_¥NERGY PROGRAMME OF TH7 WUROPEAN COMANITY

Rl mwmxmfy'" EHERGY_STTUATION:

L4

b3
1

S Tne bommunity*s immediate problem in the energy eector is to overcome tne ‘
 ‘rectnt difficuliies 1n the 0il market. ' There is an urgent need to tackle the
* problems of sapplles, demand, and stock laveIs 80 that further pressnre on oil -

prices may de moderated and that. adequate suppllee of all oil. products should e

. available in the coming w1nter.  ‘

247 fhe dlffmculties which arose in the first half of 1979 were duo to tne
‘upforooeen 1nterruption in oil supplies from Iran, coupled with a severe winter

- and 8 high. un&erlying energy demand due to relatively high economia gyowth, Hhe\

eliortages occurred 1n spite of total 0il upplzes to the COﬂmunity in the first

‘half of 1979 about 6% hlgher than in the same period in 1978. Het imports of

cmde m.nd produo‘rq ’oogethnr increased by abou’c 1:.5% (net import& of crude 01 alone .
Jncrcaseu by 440%) and domestlc crude production. increased bv Pils 88 Nevnr&helpaa,

after allowxng for climatic, seascnal and cyclical rac%orp, total Comrani ty buppllﬂb :

in the first half of 1979 are calculated to have been’ 3.0% short of theoratical

"pot ﬂtlal consnmption, This shortfall vas not eViny dlstrlbutedxbntween all

memhnx atahes, and mainly affeoted gavéliﬁe and domestic fuel oil. In the tnxrd

‘qvaotor of this year, all member states’ cxcept Ttaly are experted to Qhow a
- surplus calculated on the same basis, At the end of September 19”9, 031 whocks in

- the. Ccmmunl+y are expected to be aLou% bhe same ay a ycar prevmousl

3. The world price of crude 0il has increased drumztically since Deceﬁber 1578;

‘With official prices now at F18-23.50 per barrel, there has Jbeen an average

| ‘incrcane in the price of 1mported crude of 57ﬂ, in the first Half of 1979,

equivalont to 37.)% on &n annual basis. By the end. of August 1979, conaumer

'p“zoeu (net of tax and duty) for oil produchs had on average :ncreased by’52%,
- nneraas averago prlces on the spot market had increased,by 9%

~4.’ The short term prospects in. mid 1979 arve %hat if the recent increase in
‘Saudi. Arabicn productlon is mamntaﬁned, and owzng 1o the gradual effect of

demand restralnt and to prudent stock manugement, it chould be p0831bla for
supplies to reet demand for the rest of this yedr.r Nevertbelcra, the sxbvabion

romains valnerable to sudden change, in spite of the preeent easing of pressure

on the markeis, suppliss may cotitinue %u ba tignt or at laaet unpredictable over
Lhe next twnlve monxha. : g '

-
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e longer term

5. Concern with these ihmediate diffi¢u1ties should not obscurc the morefscrious»~‘
Jonger term problems, Curfent/dil suépiy questions should be examined within this
* broader bontcxt; short and_loﬁg term policies should form part of a ooherent
B approach. \ k S ‘ ’
6. ' Conventional analyéié before the events of 1aét winter suggeéted that in the
mid or Iatér @ightiasﬂoil deménd would grow uﬁtilnincremental éupﬁiies canld no .
longer keep pace with extra demand, According to this analyeis the Community (ana
other cons umlng countrleb) had up to ten years in whlch to effect structural changes .
in the patiern of energy consumptiong 1nvolv1ng greater efficiency in energy use,
and. major 1nvestmﬁnts to: bring about a transition away from 011.‘ Although oil will
»contxnuo 1o play an important part in overall energy supplies, Jts ‘share would
decline and it would increasingly be conf;ned,to gpecxallsed uses, The essence '
of this analysis has not been altered by the events of this year but it 5s»now
clear that hhere will bo muich lees time in which to bring about ‘the neceseary
Changer thnn was thoughte. - It is now estimated that world ﬁemand for
oPfiC oil in 1985 could be some 3~4 mbd in excess of OPLG & production.
i&n tho e clrcumstances, strong upwards pressure can be expected on prices. This
pressure will be moderated by the success of consumer countrleq in llmlting
~demand but, gince major new rontrlbutions from other oil sources or from other
fuels cannot be eXpectpd before 1985, the abillty or w1111ngness of  those ‘
countries with spare oil capa01ty to raise produutxon above the level divtated

;

" by revenue requirements or by otherACOnSLGcratipns is of crucial 1mporhanceo ‘ B

ﬁ%e stratnnlc 1mportance of energy : B o ’ : D

T« It is because adequate and rpasonab]ymprlced energy supplies are g0 funaamental lf
~to the functloning of the sconomy and to the stability of society that energy
questions in time of actual or threatened difficulty become charged with the
highést pdlifical significahbe:both damestically énd in the field of foreign'_l

relations. As recent events have shown, the western public is extremely sensitive

i R s e

to the offnots”of even minor and temporafy energy shortages. More fundamentally,
the stondards of public services and the level of business act;vi%y and hence
emplovmbnt can decline or remain at an unacceptably low level if the energy
 gituation is such as to jeopardxse world trade and sconomic growth., In tnnwv 
~circumstonces soclal tensions ran appear or be exacerbated, and poli+1caL ar

'tsocial norms can ho challengedc ’ ~ : ;
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- 8. ’Thbsé dangers- are reflected in the external fiéld; Governmént35 whatever

3

;ihe virtues of internatlonal collaborativn on - energy matters, may‘tehd in times

~of siress to conault their own immediate intereste first. There is thusia danger

~ . of. an aggressive and -competitive soramble for ‘soarce world energy aupplies; the

reduct:on of - +this danger muat be a primo policy objective. Closer understandlng
and cooperation with the Community's OECD partners - particularly the“USA and.
Japan - is important in thls respact.-

,’The Communlty's external vulnerablliﬁx

9 From this description of the broader nature of the energy problem, it will

“be clear that the Community ie in a . vulnerable position. Desplte the s+rateg10

 significance of secure energy supplles, the ' Community - allowed itself t0~become

dependent on 1mports for 63% of total consumption by 1973; of that total

- ‘consumption oil aooounted for 61%, almost all of whioch was imported. A,major

effort 1s requlred to reduce this external dependencea

The - economlo buzdnn of energv sugplies

PR

104 - The Communlty's energy dependence alro haa a heavy economic signif1cance.~

Whereas in 1973 oil 1mports of 580 tonnes cost about 3715 bzllion, imports of

k472 m.,tonnes in 1978 cost about’ $ 50 bllllon, and imports a% the same level

in 1979 could cost about %70 bllllon. At the same time, energy investments are

. expected to run at up to § 50 billion per year in the comlng decade.,

. Fxpendlture on energy 1mportﬁ and 1nvestments is expected to take- about 5 of ’

~ for private consumption, other productlve 1nvestment, or for social services. The

'5energy demand through energy saving.

"need to minimise this economlc burden is a prlme motive for the\reductlon of

Oommunlty GDP over the same perlod. Whllc dlver31on of)resources on thls scale ? {?

1o the energy sector is necessary, it nevertheless decreases the resources avallable B

P

,

11. However heavy the burden of energy investment and 1mport expendlture may be

~on the Community's economy, the effect is even more marked in many developing

IT.

countrles W1th few energy resources.. An increasing Bhare of their ONP is belng
pre~enpted by the cost of energy 1mports and by the cost of servialng the loans
which finance thoir deterloratlng balance of paymente. a ’ o

co;:.ﬁ-.mITY FENERGY GOALS AND ACHIEVEME’NTS '

. Toe 1914/75 resolutions

124 The development and implementation of enargy policy at Community and natlonal

level is a gradualprccess. The foundationeftu'a common Eurcpean energy policy

have already been lalé down in rBSpcnae 10 the 1n1tiat1ves +ak&ﬁ a% the Eurepean
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. Additional Communit'"objoctivbé

COuﬂC;;S of Qctobar 1972 and December)19?3. Threa Council‘RO°o*utions ware pﬂﬂn#d gvi

in late 1974 and. early 197)( ) wiiich togotho“ provmdoﬂ compreﬂenslve guzdellnes

for Communitv polxcy, and apeclflod sectoral ob;ectlves for 1985.

13. The flrst Re%olutlon def‘ned.the express mon‘"Community energy policy" as
/meanxmg the preparatlon of joint targpt figures as guidelines for natlonal policy
and as 1ndlcauor“ for Communl;y energy producers and consumcrsj the close
coordlnahlon of the positions of the member stntes 40 enable the Communlty to
express a commen viewpeint on external energy questlons, Communlty partlclpatxor
“in cooperatlon with other uonsumor countries, and between them and the producer ‘
cowrtries. The Reb01h¢10n went on to state. that the reduotion of the growth of
~energy demand and the 1mprovement of the gecurity of supply by development of
domestic resonrces and by dxversifv#h& axﬁarnal sources of supply, should e the

‘gulde11nes of  Community energy polioyo - o

14, ThosecondroscLuﬁlon statedsp&ciflrobjeoblvgsfor?0850 Depondenoe on 1mp°”1:‘°d
eneérgy was to be raduced o RO%, or 40% 1f yoesibla~ target shares end production

"obJuctwves wero set for each fuel in ‘the total energy baiﬁnce, enargy conqumptxoa
!was to be reduced by 15% from the 1973 foreo&st for 1985 {i@o. 1450 m toe instead

Lofv1706 m toe). » |

15 The third resolution, of‘FeEruary 1975, ouilined”particular‘policiéo-and,
" measures reguired to achieve the objectives already agreedg These included the
- use of Commnity financial aids, economic priclng pollclns to encourage inVestment,
ﬂoal suppor* nmeasures, a common naclear fuel supply polmcy, and greater tranQparenc&/

of the Community 011 markoto

164 These recolublons remain the &ormal foundatlons of Comminity pollcyo ‘Much
detazled omﬁmnlty legislation end action has followed from them and these are .
\Vmcntloned in Lollow1ng parapraphSQ Since 1973/74, however, gaveral further
objectives have been addede A% the Buropean Council in Bremen in 1978 it was ‘
~declaod to reduce the ratio of growth in enorgy demand. to th: growth in Community

~

(1, Council Reaolutlon of 17 e 74 concernzng 8 new energy policy etxa%e&v for
. the Community; OsJe £153/%; SeT+75¢

Council Resolution of 17.12.74 couoerning Commuﬁlty energy pollioy chje  ives
for 19751 040 C15 /29 9:Te75e¢

Coumicil Hesoludion of 13:2675 conoernxng measures to be impleﬁanacd te
schieva the umm@ur Thyla energy policy objaotiVGs; Oole 0153 o 7a
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. e | | ) |
.,,'GDP fo 0.8 by 198), by Ahe implementation of strong energy savxng measures. The -
target 6f 50% dependence by 1985 was reaffirmed. The Buropean Couneil in Pavic -
in Farch 1979 agreed that oil oonqumption this year: should be held at’ 500" 'm tonnGQy R
nmw]ymng a reduction from forecast oonsumptlou of alightly more ‘than the j% agreed .’i

f“:"‘“.”""\ .

N
et s e

Jto by IEA countrles as a whcle. At the® European Council in.Strasbourg in June -
. 19(9, it was- further agread that Community oil imports should be held.at or below .

their 1978 ‘level un@il 1985, provided that other 1ndustrialiae& countries made
‘equivalent efforts.v Saticfactory indzcatzons to this end were forthcoming at-
' the Western Lconomio Swnmit at Tokyo later in June,

', Progre towqrda 1“8) ObJCCClV

1. Detailbd vommentary on progress towards the 1985 targets may be found in
’documentSCOM(T")395 flnwl( ) and COM((8)613 final(z).“ The reeults so far show
& mlxture of enoouraging and disappointxng featuren. o

18g~ Wbrecasts of energy consumptxon in 1985 have declined steadily. Compared¢“/ :
with the forecaat of 1700 m toe made in 197;, and the target of 14)0 n toe set in ;-_j.
,1974, total consumption is now expeo%ed 1o be only 123] m toe. Part nf thls decline e
- has been due to the slowdown in economlc growths, At the same tnnc, hovuvpz,?x
\ 113. calculatmiihxtenergy saving has reduced consumption by 7~8% from vhat 1t hod‘E
otherw;se have benn in each of the ypars between 1975 and 1977. ’

- 19 Fair progress is being’ made in reducing erternal dependence apd the qhare of
. 1mported oil, Imports accounted for 63% of energy consumptmon in 1973; the ‘
Community's dependence on imports in 1978 was 55% end the. 50% may well be achieved

in- 1985, The share of oil in total energy consumphion has decllned from 61% in o ‘?z

1973 to 55% in 1978. It should decrease further to 50% in 1985 and perhaps 47% B :

" dn 199@, In absolute terms, between 1973 and 1978 Commnity 011 consumptlon fell by -
58 m “tomnes, and oil 1mports fell by 109 m tonnes.

20. The picture on the production side has some encouraging and soms disturblng

' features. Coal.prodqctlon and,tgtal consumptzon have ocontinued to- deoline since . ,
1973 although imports have inoreased. The latest forecasts are that the product1on e
‘and consumption levels set as 1985 objectives will not be achieved by then, _
r}lthough they may be by 1990, 0il production is likely to fall well short of the
~target of 180 m tfons and if the import limit is to be assured, ‘production may -
hove 1o be towards the top end of the forecast range (115-165 m tonnes)s The

picture for natural'gaslis better °~ =~ ° supplies seem'assuréd\well into the
(1) Second report on the achievnment of COmmunity energy polioy objeotiveg A
 for 1985, . e

(2) Energy ebjeotives for 1996 and programmen cf memher statBSo ‘Miif
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| 15903 for an incrcasing level of. consump%ion, provided that couﬁracts already
‘signed are respected. ‘As domestic production reaches 2 ‘plateau and then decllnes,

;1mports, already contracted, will take an increasing share, From their 1978 level,

| - they are expeoted almost to treble by 1°85 and to quadruple by 1990.. The build up

of nuclear capacity has been subject to considerable delay. It is now likely that
there will be installed capacity in 1985 of only 70«80 GWe, ccmpared with the

"cbjcctlve of 160~200 GWej there is uncertainty about capacity in 1990, but it could

be as little as 127 GWe. This decline in the forecast nuclear contribution implies

van extra call on fossil fuels for electricity generation. It is essential that ooal

rather than 011 or gss should fill thie &£ape

21s Such are the current trends ;n the Community?s energy demand and cupply

(éée‘Annéx I for detailed figures). Thelsuppiy picture is marked by external

”Vuncertdinties,'and:by internal difficulties or lack of margin %o manoeuvre in
the “coal, nuclear and 0il sectorss The evolution .of demand can either exacerbate

1‘ or moderate thc3ﬂ oupply problems and dcpends on future eronomic grcwth and on

;thé effectiVeness of our efforts to use’ energy more nfiectivelyn

22, A variation of 1% in tho averaye anhual growth rate of Gommnnity GDP between

‘1978-—-1900 could lend to up to 100 m toe per annum more or less enexrgy demand by

© 1990y given the prﬂvent re;atxonshlp ‘between econcmic growth and energy éemand

‘The averaged Community economio growth rate of 3,8% assumed in tae forecasteb
"for the period 1978-1990, whlle insufficien+ from the point of view of tackllng

unemploymenty is relatively high compared with grcwth recently achieved, Further

uwncertainty is inherent in thc forecasts &hemselves. The Commissionts own ana1y31s

| of member sta%or' fcrecavta shows that in 19%5 there is a margin of uncertainty or

flexibility of 80 -m toe around the foreoact demand, and in 1990 a margin of 212 m-
toe’ (see Annex Il) However, the damage ipcurred from an energy qupply conctraint

on economic growth would be much- greaterrthan the cost of making over-provision;. it

is prudent %o agsume that the si%uatlon will continue to be tlght, and to inbure,

or over=-insure, accordlngly.

IJT;mING AND PROPOSED ETAbURFS

Main elcmcnts in the Commission's work

23. The following paragraphs explain what policies and measures in each sector

" or area of activities the Commumnity, has already or is proposing to put in place .

to deal with the proWliems afising fromtthe.si%uation described in sections ¥ and‘II'

‘/I}?above,4 Tt io important to rcmembcrg h6WQ§er, %ha% many components of Comm ity
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- energy pollcy are, as tha 1975 resolution makns clear, exacuted at national
‘,,'rather than COmmunity level. ' .

:/4 The Commission's ‘work consists of four main elements designed to promote -
the emergence of a common energy poliocy -and the converganoe of the energy °

- policies and situatione of the member statea.‘ It has a constant task of

analysis and presentation of trends in the 1nternal and external energy situatlon
of- the Community as a whole. The OcmmiSsion is also engagoed in a critical analysis

’~‘, of natmonal energy proprammes to: identify strong and weak pointa and 40 help

ensure $hat they are mutually consistents The third main aotivity is the -
~ipreparat10n af Gommunlty 1egislatlon where there are gaps in national programmes .
or whera 301nt ‘Community aotion is by dts nature easential or olaarly more " -
effective than disparate national efforts. Finally, 1n several fielda the Commisslon

"fi,has rasponsihility for exeoutive aetion by virtue either of the Treaties (the

’ :Euratom and ECSC Treaties in partioular) or of specific COmmunity 1egislation.

“,froreca *1ny: analysi Oblectlves

fr'és., The Commlssion publiahes regular statemenhs of the short term @nergy N
'sltuatlon showing results for the preV1oun year and forecaats fnr the next. , p
The ComMISBion also carrxes out examlnatlons of natlonal programmes, with a. v1ew f

\‘Tto monltorlng progress towards the 1985 objeotives,and latterly, establlshing new

obaecthes for 1990.,,These surveys, based on informaticn from member states which
s subgected to orxtical commentany by the Commlsszon, also provmda the ‘basic
. data on Communlty energy~trends and on the direction and convergence ef member |
| states' programmes. The results (and broad conclusions of the Commission) of the
’ ;1978 exercise are given in. document coM(78)613 fina1(1), and more pTOCISé ,
' reoommendations for new 1990 objectives, coupled with a study of the bonvergence
. of‘nat1ona1 programmea, is given in doocument COM(79)316'fzna1(2). Discussion of -
8 Vthese proposale will form an 1mportant part of the Gouncil'a“work in the latter ,
part of 1979. ’ ‘

. (1) "Energy obaeotives for 1990 and programmes of the Hémhar States"

}(2) Winergy objectives of the community far 1990 and convorgance of policies
: of the Membex States“ e Ny o R .
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26, The main récommendation3~for néwf1990 objedtives are:
(i) the roduction below 0.7 of the ratio between the - growth of energy |
- consunption and economic growthj '

'(ii)i to limit the Commnity?s dependerice on energy imports to 50%;

(111) . to extend to 1990 the existing 1985 obgective to limit oil imports
to 470 m tonnes* )

‘,(iv) to inoreasc the use of solid fuels and nuclear power 80 that togother
- they cover 70~75% of electrmelty generation; .

(v) to restore Commnity coal productlon'ﬁo its 1973 level of 250 m toe
(ieeo the original target for 1985); +to increase coal ‘imports; to
increase correspondlngly the Community's capacity to consume solmd
 fuelsy - : ‘ . \

(vi). the maximisation of Community oil and gas production within the‘
' forecast rangess

(vii) the deve7opment of economic and transparent energy. pricing polioies.

27+ In addition to the short ‘term forecastlng and medlum %erm planning doscrlbed :
above, the Commlsswﬂﬂ is also engaged on the construotlon of energy. scenarlos, by
means of mathematlcal modelling techniquen, for the years 2000 and 2025.
. Prellmlnary results for the 2000 scenarios have been received, and work is
ipwntlnulng. A quanbitative study up to the year 2025 ("Cvucial choices for the
energy +ransitlon"\has Just bsen completed by the Commlssion and wxll be publlshed

_80CN -

Prices and invesitment -

28, _ Pricing policy is seen as a crucial factor affedting energy saving and the
creation of satisfactory conditions for energy invesfmenta Current and expecfed
-price.levels are key 51gnals to both consumers and producers of energy, and.
important determlnanta of a rational allocatlon of resourcess Subject Yo ‘the
general provisions in .the EEC Treaty concerning pricing pvactlces ag %hey affect
'competltlon, pricing policy = and related fiscal questlons =~ are, in praotice,
largely.matters for national governments. - The Commussion’s present work is aimed
at bringing‘together conparative infbrmatlon‘for the Community as a whole, and to
indicate the basis on which natiphél‘pricing policies may be brought into a closer |
aligoment,® consistent with the aims of energy policy. PartiéularAattention has been
given ‘in recent Commission studles to gas and eleotricity tariffs. ‘Clearly} a close
alignment of prices and taxatian Qn o Community basiﬁ mugt be linked with g?QFTGSS
towardq broader economic ccnvergence w:thin tha Communz%y@


User
Rectangle

User
Rectangle

User
Rectangle


e s s

e SN "

\‘ 1arger (and cheaper) contribution 1o the equilidbrium of supply and demand
, than can . actlon to increase supplies ~ since such aofian normallv has a long lead

- '_'-9-_';.%

29, Lean finance from Oommunity sources is a uSqul aupplement to natianal and".

commarclal sources, since it is obtained and re-lent on terms reflecting the
rating of the CQmmuniﬂy as a-whole in. 1nternatxona1 markets. Et enables the

‘COmmunlty 10 coordinate and to aupport projects of epecifid COmmnnlty interest
- -and also to reduce the effects of energy investment as a factor for dlvergence
: between the economies of member statess At present, Community sources play a .‘/

relatlvely modest role providlng only about 3% of the total anrmal requlrement

"?for Anvestment financé, but in view of the success of recent schemas suoh as the’ v
,,*Euratom loan scheme and the new,Community investment faoility, and the oontinuzng
0 pressure of demand on EIB. and ECSC facilitles, further growth in Community lendlng
,  to the energy sector is probable. The - Oommission is considering ‘the possability ,
S of a new Community financisl faoility geared solely to. meet anergy investment -
- requirements. . Existing souross end applioatians of Gnmmunity investmant and

- other finance are shown in Annex III. g ' '

Energx saving

30, In the ‘short and medium term greater energy saving can probably maka 8.

'&ime.» 'l‘here is also soope for further su‘bstan‘tial savings 'through stmctural

p,and behavzoural ohange towards & more energyuefficient sconomy and sooiety,\
although the adaptation will not,be easy.v‘"Energy saving" policias fall under B
) three main heads' e ‘ | : v

(i) mandatory reductions in energy use achieved by the elimination or ‘f'
,‘ratloning of certain activitios. Such measures are usually designed
for the short term. only and associated with an emergency;

(ii) reductlons in energy consumption achieved by the use of more erfloient plant
and. equlpment or by the more efficient. use of existing equlpment. The: ain -
" here is to obtain the same quantity of useful energy at the point of fznal .
consumptlon with a smaller input of primary energy.. This is the area in
- whioch most canventlonal energy saving efforts have been and are: being made,.
'and for which great goope remains. Initial capital expendlture by 1ndustty
or the individual - which is sometimeS‘an obstacle = is usually requlred,
(iii)'thc third category of energy saving policy is necessarily longer term - -
o and involves the restructuring of the economy on a less energy intensmvef
: baain, and - the encauragement of modes of - 1iving. which are less wasteful
-of resaurces in general, inoluding energys In 1978, the commission asked

- q«.~-2wﬂ PRy JU N RSN R R . % -
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new relationship bétween economic growth and'energy consumption, Their
first report ("In favour of an energy efficient society") was published

in July. I+t wi117be studied and discussodfin ‘the coming months, and should

provide the bésis;for a éomprehensive sfrafegy for energy efficiency in

the Communitye o N o - .

3. Member states have put in hand a variety of new short term oil saving
measures deslgned to meet the atraqbourg commitment to limit oil consumption 10
‘500 . m tonneo this yeare. It is too early to say with preolblon what the effect /
of these measures will bey but the 1ndlcat10ns are that the limit may be exceeded,

In any event, the mea"ures W111 have to continue 1nto next. yeare

‘-32. anber states have in varying degreea 1ntroduced basic mediuvm 1erm.energy
savinr noasurea of the type deaorlbed in parea, 30 (i1) aboves, In addition to these,
measures have been introduced at Communmty level, and these are listed in Annéx IV,
In 1979, the Commission will be proposing further Communlty'meavurcs, including a
draft directive on the performance, regulation and inspeétion of heat generators,
ané‘three more implementing difecﬁiVes'on;the energy labelling of domestioc

applianceaQ

5'33. ‘The Commission will be wérking'on a Variety‘of other energy saVing quqstions
with a view to bringing forward proposals 1ater, These are described in '
-dooumcnbz COM(79)312(1’ and COh(79)313( ) ' fhe Commission has aldgo proposed that
voluntary indicative targets for the reduction of fuel consumption by motor cars

and light vans should be npgotxated with the 1ndustry at Community level.

34, As a gound bas;s for action at national Jevel which would ensure that

| equivalent (if not 1anntica1) efforts were being made by all member states, and

" which would help the Cormunwty to achieve its energy saving goals, the Commission
proposes that”member states should commit themselves %o the introduction of a -
minimum basic,programme;' Such giprogfamme'shouldlinclude the.es%ablishment‘of,
fully economic and transparent pricing systems,~the‘use of taxation to ensure that
energy prices &t least reflect the long term scaroity of resources; tigﬁter space
heafihg~and‘air'conditioning standards in homes,‘offéoes‘and industry; better ’

(1) "New lines of actman by the Eurepaan Community in the fisld of enargy
saving",

(2) "Third report on-the Gommuni%y’e programme for energy saving"

-
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perfarmanoe and 1nspection standarda for space heating equipment,*energy
andlts and flnancial incentives for energy saving private invesiment by
1ndustry, informakion campaigns and instruction on energy mattera in schools,
and 1argats for increaséd fuel economy in motor cara. Some of these: are in.
exlstence in ‘some member states already, all, adapted to local conditions, are
capable of introduction now, and none inVOlves any new. technology. |

35, " As staﬁed in parae 18 above, it is calculated that the total effeot of
Communlty and national energy’ saving measures in each of the last three years

has been to reduce energy consumption by about T=8%, equivalent to about 70 m tonnes
of oil per year worth about #30 billion in 1979 prices. In 1978, total. energy

" consumption was roughly equal to that in 1973 -~ yet the Community's GDP had

" increased. by 12% in real termd.

306, Vgluable as these achievements ara; they are Only'a begiming. . If todayts

best practice and cost effective technologies apd'desigﬁsfwere‘generaliSed throughout ?

the Community, it would be- possiblé to save, in the longer term) 5-30% of energy

use.in . 1ndustry, ?O~35% in trensport and up to 50% in the domestxc and tertiary

~ sectors compared to present practice. More 1mmediately, it is reallstlo to aim

for a ratio of 0.8 between Pnergy and economic growth by 1985, in which case ’t;heregi

would be a saving of 190 m toe per annum by 1985, of which 20 m toe would be in

addition to the avnngs presently forecast by the member statess With the

; accelerated diffuslon of best practice in energy sav:ng equ;pment and in des:gn,
the target ratio of 0.7 could be achieved by 1990 brlnging an additional annual

~ saving of 100 mtos by that date.

Energy research and develqpment! new sources of energx(

. 37, The Communlty energy researoh programme has three main objectives: improved
“knowledge of nuclear technology and improved “4echniques and gtandards for safe
operations in the nuclear field (reaciors, the fuel cycle)olmprovements in energy
saving techniques s and improved knowledge of new energy eources (particularly
solur, geothermal, and nuclear fusion). ‘

38, Thp Communi ty has an important role in the promotion, the commlsploning and
the carrying out of research into new energy techniques and systems, The high

cost of some large projects (edge JET), the necessity for economloa~of soale,

‘the need to avoid ;vérlap or duplication by separate national progrémmel, the
common interest of member states in solutionm to certain problems, and the
inbcrontly tranmational nature of others, mean ihat %hc ﬂammuﬁi+y ek initidtv B

RN T e TR B v n e LA
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’59. In 1978 about 8% of total public expenditure of over 2000 million EUA on
energy research in the Community was provided from Communlty funds. Of a Community
R&D budget for 1978 of 254 million EUA, 175 million FUA was- devoted to energy.

40 Communlty R&D is carrzed out through:

(i) Direct actlon, conoistlng of work commissmoned by the Community and
carried out entlrely in the four establishments making up the Communlty'
Joint Research Centre.k The JRCs total budget for 1977~80 was 390

million EUA, of which some 250 million EUA (64%) was devoted to energy-
© - including 84 million EUA on reactor safety.
(ii) Indircct and concerted action, consmsting of work declded by the

Commnity but carried out in national, academlc, industrial or other'
institutions. The main elements of indirect actions are (a) coal
researrh, (b) the néw four—ycar programme on solar and geothermal
energy, the hydrogen energy aeotor, energy saving, and systems analysis,
(o} several nuclear energy programmes, the largest of which bei ing that on
controlled fusion, which includes a Joint Undertaking, under the Euratom ‘
) Treaty, for the cows%ruotion and operation of the Joint European Torus o
(E). S R R

i‘ﬁmaCommunity also collaborates w1th the IEA in a broad range of energy RKD

projects, including nuclear fusion and solar energyo

B 41. Coal resewrch deals witn safety in mlnes, new mining technlqubs, and the
upgrading of products, the budgeted amount for thls work is about 20 mlllion EUA

. Pells

A2 The second four year programme for new sources and energy conservatlon has
been allocated 105 million EUA for the period 1979-83, roughly double the
allocation of 59 million EUA for 1976~79¢ The first programme involved about
650 rescarch contracts for a variety of small and large scale laboratory and
industrial projects. The mecond programﬁe 6bncentfates particularly on solar
“onergy and. energy conservation. Earlier this year, the Commission mounted a
-~ large 1nternatlona1 conference on photovoltaic solar energy, and will stage two
'more international conferences in 1979, one on energy svstems analys1s and

the other on new energy sav1ng fechnxques.

'43. #uch nuolear researoh through indireot actlon concerns the fuel cycle and tﬁe
safety of design and oporations. Preg;ammes under way have received budgetary
allocations of 35 million FUA in the pﬂriod 1976m1984, -ths Commission is peroéwng4
@ further programmes, to run to 1983/84, vhich will cost 80 million EUA. The 1ain

- areas covered or to be covered sre plutonium recycling, ?he management and

u%of&g@ of radioactive waste, the safety of light water-reéotarsg codes and
standards for fast breeder resctors, and the decommissioning of nuclear power
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‘,siations. The Community's work on_ﬁqcleafrfﬁaion consists Sf the fourth.
programme on controlled thermo—nuolear fusion (124rmiliion EUA, 1976-1980) and the /
JET projéctf(to which some non-Community countries have.also adhered) for which

‘hf148‘million4EUA has been allooated for the period 1978-83, The Commission has
proposed a further programme on controlled thermo-muolear fusion, costing 217

:”mil1ion EUA Vetween 1979—1983.k'Thesé prograﬁmes embrade 2ll work n fusibq;f
corried out in the member states, and the Commmnity expeots to remain abreast

7'of:ihe»USA,and'Japan,‘particuiarly»in'the~fie1d‘of electromggnetic confinement.

“Considerable international cooperation takes place; the'Community‘is participating .-
under IAEA auspices in the definition of & post—JET Tokamak, poss1b1y for

,constructlon on a world scalee.

E 44+ The advancement of teohnology for the exploitation of new sources is a

‘ matter of urgency; but owing to the lengthy work which must be done before any
technology may be commerclally -applied, and to the scale of substltution which
mst take place thereafter, the growth in the oontributlon of new energy supplies

" is bound to be relatmvely slows The Commisalon calculates that new souroes of
energy could be providing 4=7% of total Community energy supplies by 2000, This;<
would be equlvalent +to0 T0~120 milllon tonnes of oil Per year — a considerable
amount in absolute terms. ‘ '

) Dcnon;traflon pro3ect¢

45 The Commlssion, recognls1ng that the gap between a teohnique's success on
a laboratory scale and its full commercial applicatlon was often\partly due to
- difficulty in qbtaining:findnoial credit during the launching period, proposed a.
Communi ty schemg*of grents for demonstratiqh projeots in the field of new energy
sources and of cnergy waving technology. A scheme waskagfeed by‘the‘COuﬁcii_i‘
in 1978, providing 95.m EUA over five yearsyfor new energy sources, and 55 m FUA
over- four»yeara for enorgy savinga The response tolthe first calls for tenderv
was very strong and generally of a high quality. It indicated the need fdr this
sort of aid, and the way the Communlty could play a useful role in an area not
’fully -covered by- the bwnks or by national Governmentsu Over 500 applzcatlons were/
‘received, nd it has been possible to0 support 83 projecte so fare

s Attt

ooy

46. The first ruund of solar, coal and geothermal energy projects has already
been chosen. Further solar energy projecte will be decided this year. 50 m
EUA has been allocated to coal gasification and liquofaotion; four projects |
have so far been selected, representing 8 total investment of 10T m EUA,

| and further decisions will be made later. ‘The Commission is oonsnlting mem£er

- states on its 1ntention 1o support a round of wave energy projeots in 1980 or 1981,
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47 Cont%acts ore also being concluded for the first round of energylsaving

projects m_including 13 projects for combined heat and power schemecs. A call

_Tor tenders for a second round of energy saving projects will be made in

September 1979+

Blectricity and nuclear power

- 48. The flexibility'of the means of electricity generation is important when

’ the Community is trying to reduce its dependence on imporied oii. fTo the extent

that new capacity is based on coal, nuclear or new sources; the Cbmmission sees
advantage in promoting the use of elegtricity for suitable purposes.‘ The average
cost of electricity generated from 0il is about 20% higher than in the case of

coal and 30-40% higher than in the case of.nucleaf, including construction of

“pover stations, fuel cycle, operating and decomnissioning costs.

49, Ever since 1973, the rate of‘growth in electiricity demand has been.
considerably higher than the rate of growth'in energy demand as é whole. But
whereas electricity demand had been growing at over 7% per annum before 1973,
nember states forecast that it will gfow at aboﬁt 5% pef annum between now and
1990; compared with a forecast ra%e of growth in energy demand of 3% per anmum
for the same period. It is. expected‘that electricity demand in 1990 will be -
about 480 m toe (2096 TWh or 35% of total energy demand) compared with 264 m toe
. (1150 THWh or 297 of total demand) in 1977. The Commnity will therefore need
ag much electrlolty from nuclear and coal as it can get; but it is unlikely

that the desirable maxlmum will be available from either source. The Commission

" is proposing that by 1990 70~75% of eleotricity should be generated from coal

‘or nuclear power, compared with 52% in 1977. Paras. 50~53 and 65-66 below deal

) with these aspects,

50. In 1975, two Community regulations were passed prohibiting the construction
of new oil or gaSnfired'powér stétions; except in exceptional and specified
clroumsitances. However;'oonsiderable 0il and gas firsd capacity had heen

brdered bofore this date, and is 54111 comihg onstream; since then, orders for

coal fired power stations have increased, but the capacity will not come onstreanm

until later in the 1980s. Much capacity now under construcilon or in planning

is designed o be dual fired, As mach as 34,5 GWe could be oil buraing and 19.2

" GWe of this will bwrn only oil j; 27.2 GWe coule be .coal burning, of waich 10.7 GWe

will burn only coal,
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51. The risk remains, however, that limitations on bil supply, insufficieﬁt

coal burn and delays in muclear programmes will significantly constrain electri-

city production in the 1980s. The Commission thinks that the national foreoasts T
for nuclear are optimistioc and that it is unlikely that more than 127 GWe will

be in place by 1990. Installed capaoity in August 1979 was 29 GWe with 40 GWe

under construction. Therefore; to achieve even the Commission®s expectation

of 127 GWe by 1990, 15 QWe per anmum of construction starts between 1979 and

1982 would be required. Construcﬁlon starts have been. much lower than this in

recent years, and the achievement of a higher rate, which in the Gommiesion's

view is feasible,would neverthelasa be & major ohallenge

”2; The 1ow rate oP orderang,‘completlng and comm1ss1en1ng‘1n recent years has
been due io delays in ilndlng guitable sites, in getiing the necebsary authorizations -
and planning consents, in resolving technical problems9 in maklng design changea : ;
and over finance. Tn this last respect, tho Furatom loan scheme to help the
.construotion of nuclear power stations was launched in 1977, with a first

tranche of 500 million FUA., A second tranche of 1000vmillion EUA hasvjust been

~ proposed, ‘ ' .

3. Another facior is the body of opinion which on a variety of grounds is
opposed to the use of nuclear power, and vwhich has acted to delay existing
programmes. While decisions on muclear programmes are for national governmentis
aﬁd local planning au%hcfiti959 the7ﬂémmissicn has sought to meet this public
disquiet by prdviding information and enéauragiﬁg rational discussion ¢f the
issues, In-1977 and 1978, the Commisbion held a useful series of open debates 
. on nuclear questions. The Commission considers %ha%‘{he necessity of

miclear power is such that political leadsrs have a duty, in the public

inferest, to explain the facts of the case, including the good safety

record of the miclear industry compared with other industries and to minimize

the emotive and subjective elements of the arguments. The Commiszion endorsed the

(1) 1 g1gawa+t of electrical oapecity is sssumed 0 be equal on average
1,316 mtoe per years )
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declarations of the Benn and Tokyo weStern Economic Summits ﬂf 1978 and 1979 that
"the further development of nuclear energy is indispensable and the slippage in
the execution of nuclear power prqgrémmes'must be/feversed“, and that "without
the expansion of nuclear power génarating’oapa61t&,in the coming decades, economic
growth and higher employment will be hard to achieve. This will be done under
conditions guaranteeing people's safety™. The éommission also endorsed the Tokyo

Summit?s declaration on the importance of coal in the electricity sectors -

Poélities and measured’

() Blectricity generagaqn and power stations

54. The Commission is anxious,to,bromofe greater grid interconncxion between

" electricity wtilities and a higher level of.electficity imports and oxports, to

" ensure the optimum'uée of generating plant, and the best use of‘available fuels.

~ The Commission Wili be\propdsing a recommendation on elecfricity tariff structures
© Jater this year. .The Commiséiones plan for a Comminity consuliative group on the ;
‘siting of pdwer stations has now been>aoceptéd;~andrthe Commission hasbasked {the .
Council to resume discussion on its propoaa3 on procﬂdures to be followed in

planning power stations in frontier areas.

‘b) Fuel cycle cquestions

55; Nuclear energy offers the p*ospect of - greatly redaced dependence on
+ imported energy. In this context it is important to redure the Communlty'
dependence on imported nuclear fuel and to diversify the sources of supply. The
Community?s urenium reserves arc 3«57 of world reserves. and 807 of the Commmity's
present supplies of nafural uranium are 1mporued from only a few countries., For

enriched uranium alao, the Commun:hy is silll dopendent on imports. Currently,

- r———— - e g i

a large pagfwof enrichmeni services are provided by the USA and USSR.This dependence
vwhich enables suppliers $0 impose condltions on the Community, will decline as

the 4wo enrichment plents in the Community (Urenoo and Eurodif) increase their
capacity rapidly in the next few years. ' -

56, In order to bux]d up domestlc supplxes, the Comm1881on has been issuing gr&nte
for uranium exploration within the Community under Article 70 of ‘the Baratom {
“Mroaty. A budget of 16 million BUA was available in thé”pgribd 1977-1979 and a
new budget is being prepared, The scheme has been successful in identifying new
Treserves, partncu dv;y in Gxeenland and Italy, Promising results have dl 0 1 sen
kobtaxned in Lrelduds A.proposal for a Community aid scheme fox uzonzum exy *ailon
oversoos i being | craparsd. The Commission is also oonsidering Proposing b0

: establishmen* of uranium shoaks on & Community basis. mam&gﬁa by the Buratom
__Supply Agenoy. '
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57 Nuclear fuel cycle questions, partlcularly fhcse,reiating 1o reprocesslng
’Aand waste management, must ‘be discussed and settled 1nternat10nally so that

" common aolutlons may be found. For example, the Commission has particlpated -
kaotlvely im the Internatxonal Fuel Cycle Evaluation (INFCE), the concluslons of
which should be avallable in the first half of 1980.; '

- 58, In v1ew of the internatlonal 1mplica%10ns of aotion in'ail stages of;the
fuel cycle, of the need for a coherent Community policy and of the benefits of
~ common actlon and pooled resourcee in these complex fields, the Commission has
‘made proposals for a Community pclioy on the reprocessing of nuclear fue1(1)
the fast breeder reactor(z) and the management and disposal of nuclear waste 3) /
The Council has so far been unable to accept these proposals, which date from 1977,
even though Parliament had given a favourable opinion. Dlscuss1on on these three
~ papers. Wlll resume later this year. The Commission's view is that the davelopment'
of reprocessing .could in the later 1980s substantzally reduce the Ccmmunlty'
uranium import requirements and the enrichment workload. In the longer term,

- the fast ‘brecder reactor in wlde—scals use in conjunctlon wmth repr009851ng

~ecould make the Community almost entzrely free from dependence on external uranlum
supplies, and reduce the quantlﬁy of dangerous suhstances to be disposed of

- permanently as wagte, The Commission therefore wants work to continue so that -

~ the fast hreeder reactor is'available as a commercial optxon in the future when
‘the need arises. The Comm1551on's research work on nuclear safety, which is .
parallel to its policy proposals for nuclear development, is described 1n para. 43

© above.

(c) Euratom questions

59, fThe Euratom Treaty lays 1mportantresponsibxlltieson.the Community in
~‘the muclear field, including: -

(1) the duty of the Commission (through the Buratom Safeguards Inspectorate)to
satisfy 1taslf that in the territories of member states nuclear materials

~  are not diverted from their deola.redusea, and tha:t the conditions relating 4o
supply and inﬁernationalsategwmmiobligations are oomplied withy ,

(i1) the task of ensurlng, through the Euratom Supply Agency, that all users in

L the . Community receive a regular and equitable supply of ores and nuclear
fuels by means of a common supply policy on the principle: of equal access’
to sources of supply, as laid down in chapter VI of the Euratom Treaty; -

‘ (111) the conclusion on behalf of the Commmity of agreements with muclear fuel
‘guppliers concerning supply aud safoguardss JERE

(1) com(77)331 final 2.7.1977. i f{ RN B e
2 . Co(77)361 final, 2847e977e. s R
3 .COM 77 397 final, 2408.19770 BRI . B P '
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60, In practice the inability'in‘somé’ihstancéé £6 agreé on how Buratom éhould

N e ke DA SR BT T

carry out its responsibilities has meant that the Community has not always been
able fully to carry out its proper or effective‘role in international nmuclear
affairs, For example, the Supply Agenoy has not coMpIeteiy played the part
accordod to it under the Treaty. - Successive attempts have been made to clarify
the application of Chapter VI;_ a new attempt is now under way and the Council
'w111 discuss the matter further this autumn. It is essential that the Commmity
is fully able to perform its functibhs.ih international nuclear negotiations.
Disunity on an interndl‘quection of insfitutional competence has already delayed,
the negotiation of a full EBC-Australia agreement on nuclear fuel supplles ‘and
has obliged the Communlty to delay the work of the International Convention on
'Phy31cal Protection. It,ls important‘that.the imminent re~negotlatlon,of the
EEC-Canada agreement on nuclear fuel éupplies and the opening of -discussions
about the EEC-USA agreement be launched on time and brought to a sucoeSGful |

conclusion. ' | .

61, The Euratom Safeguards Inspectorate, now in existence for over twently: yearb,
was the world's first multinational nuclear safeguards system. It operates
1ndependent1y in all Member States and has wide powers; including the right to
send Inspectors to establishments on “the territories of member states. 1% has
an exporienced and highly qualified team of about eighty Inspectors, which works .
‘in close cdllaboration with the Inspectorate 6f/ihe*1nternatigﬁal‘Atomic Eﬁergy‘

" Authority. ' e ' ' ’
62.‘VCoa1 is the Commnity's most abundant ehergy'resoufce, and will become
1noreasingly important as oil beocomes scarpgr. Yet the'Community industry finds °

it difficult to maintain’prbduction, let alone increase it, and the necessary
capacity to consume coal,whether imported or exported, is not being built.

63, During'the 19608~when.oil~was cheap, Community coal production of solid -fuels
- was deliberately'run\dowﬁ, reaching a level of 200 m toe ?) iﬁ 1973+ Since then,
~ in spite of the oil price inoreases and the policy commitments to coal, Community

(1)1 m toe =~ 1.43\tonnes4coa1uequivaléntel .


User
Rectangle

User
Rectangle

User
Rectangle


~product10n has deolined to 173 n toe (1978) and oonsumption from 222m toe- (1973)

to 204 m toe.‘ Only coal 1mports have remalned buoyant - inorea91ng from 19 m in
1973 to 26 m toe in 1978. ‘ '

64. There are several reasons for thlB unsatlsfactory evolution. Most coal
in the Commuazty is in relatively deep and thin. seams and is therefore expensive -
to mine. -The cost of European steam coal,oxcept for some in the Ux,is about twice.

that of competing imports: from third countries. In addltion, the recession in

- new investmen'ks and the applications of new technology for coal use will -pocur on the

: the European steel industny has serlously reduced the demand for coklng coal.

65. It is 11ke1y that the levels of productlon of and. demand for lignlte and peat

will remaln constant at their 1977 levels of abdut 25 m toe up to 1990, )
forecast by member states, Some uncertainty aurrounds the prospeots for hard
coals = National forecastb of produotxcn and 1mports totalllng 222 m toe in 1990
depend crucially on demand reaching those levels, It is doubtful, however3whether

scale required. .The Commission foresees demand for steam coal of 104 m toe 1n
1990, compared with the member states? foreoast of 117 mtoe. Taking account also

demand for other uses, the Commlsslon foresees & total demand for hard ‘coal of

185 m toe in 1990 - 37 ' toe less than in member states' forecasts.

‘~66{’ This shortfall of demand could be reduced by up to 16 m toe by a strong
hand urgent pollcy to increase cosl use,- Fevier problema surround the physical

possiblllty of supplles on the scale sugges%ed by Member Stateo, productxon e

of 176 m. toe of hard coal should be possible in 1990, as should the increased

level of imports (55 m toe). But this potential of supply is at prasent likely

%o be restrzcted by inadequate demand. :

Coal p01101e‘

- 67. The polloles for coal seét out in the 1974 and 1975 resolutions remain
- valid, The Communlty's aims were reiterated by the European Council at-
“~,Strasbourg in June 1979 as followss "In view of the necessary change in
’011 imports, the use of coal in powar statzons mist be stepped up w1thout delay,

its use in 1ndustry mst also be enoouraged. Special attention will be given to

technological programmea to devise new processes for the extraction, tranaport and
procassmng of coal", S o ‘

k’of the 11ke11hoodrof stable demand for coal in coke ovens and of a decllne in ‘q

e
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68. In practice; the main objective now is to increaée coal burning capacity
of all kinds, so that as the nced for extra coal becomes greater, the Community

will be able to exploit this abundant energy source.

Coal weacures

69, Agreem?nt on specific'Communify‘measures to support the coal industry

has been difficult; only two member states producé 88% of the Community's coal,
and the came member states account for 71% of the Community's coal consumption.
Mach financial support is therefore.given on a national basise. In 1978, total

operatlng ald of ¢.7 billion EUA was given by four member statess

A

70.  The Community provides finance oub of the ECSC budget for capital investment
and other expendifure programmes by national coal undertakings. The total of -
interest rellef9 coklng coal ald, rescarch aids, and social payments from this
soqrce in 1978 was 46 million EUA,. ECSC loans of about 300 million EUA, on
commercial térms, were made available for capital invesiments. The only support
scheme in operation at Communlty level is for Community production of coking

coale A propo~a1( ) has already been made. for a new scheme to replaoe the present

@°ne. The soope would be enlarged, and the finanoial burden reallocated.

" T1. The Conmission has proposed a series of measures to encourage coal use and-
production, and to create solidarity, through equal advantage, amongst the
CommunltJ's coal producers and coal consumers. The measures cover aid for the

construction of new coal~burning power stations( ), subsidies for intra-

(3)

- Comrunity coal trade $0 provide new outlets for otherwise uncompetitive

(4).

Community coal and Community aid for the financing of cyclical coal stocks

None of these proposals has yet been accepted by the Council.

~

772. The Communlty's aid to demonstration progects for coal gasification and
liquefaction is described in para. 46+ Work now for the longer term on these
_tho technologies is essential if their great potentlal is to be fully realised .

vhen it is needed.

(?) coti{7718)516 f:nal' "Draft decision concerning coal and coke for the iron =nd

steel industiry in the Commnity™.

(2) com(76)648 final/2: *Proposal on Community financial measures %o promots

the use of coal for electricity genmeration®. '
() ﬁ@ﬁ(?ﬁ}BS@ finaly "Proposzl For a Community aid system for imbrasCommuni!
b ‘ irade in power station coal',

o (4) co(TYTT finsls  YProposal concerning Community aid for fin

ntocks of hard coal, coke and patent fue

s (R S |
1:::].2){; CTinial
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73, The Commission's view of the short and medium term oil situation is
given in paragraphs 1«6 above. The stability of world oil supplies depends on a
variety of external political and economic factors., From now on, there is so
little flexibility in the Community's‘oil,eupply pattern that a significantﬁaqﬁ.
unfavourable development of production policy in any of the major producer
~ countries would rapidly bring supply and demand into imbalance. '

T4e ,However,rthe Community is not without its own fesources of oilg productibn
in the Community was 63 m tonnes in 1978, or 12% of demand., 85% of this productio
was by the UK, which estimates its total possible reserves at up to 4,500 million
tormes. UK production could peak at between 100~150 milllon tommes in the 19805’
even at this level it will cover only 20-25% of Commnity demand,. Hydrocarbon
production in the terrltory of member statos or in waters vnder their Jurlodlctlon
comes underzegulatlon of ‘the coastal state concerned, to whom the fiscal benefitis
from production accrue., Matters cuch as the rate and destination of production
‘are therefore not subject to Communmty control, exocept in so far as general
provisions of the Treaty gpply. In the tase of the UK, 46% of its oil production
in 1978 was exported, of which about half came to other EEC countries,

-

P011c1e° and measures 4 ‘
75« Tor the longer term, the main aims of policy must bes (1) to diversify ‘
" the Comrmnity's sources of crude oil imports and to improve securify by building

good relations with existing suppliers; (11) to increase exploration and productic
in the Community ~ so that the decline in Community productlon by 1990 now
forecast may be avomded; (111) to encourage exploration and production

in new o0il areas of the world; and (iv) to confine the growth in oil use

and to sdbstltute other fuels, as desoribed in earlier paragraphr.

76, The Comnunlty's general policy of 1974 to reduce 1ts dependence on
imported ofl has been given greater urgency end. preclslon by the commitment
at the Strasbourg meeting of the Buropean. Council in June to 11m1t oil
imﬁorts betwéen’1980 and 1985 at or balow their 1978 level, This was
endorsed by parallelbaotion by the other participants in theﬂTokyo Swnmi t ‘
%0 limit their oil. importss The Commission is now'working on dotailed
proposals for the allocation of the import target amongst all member
States, including those who’wwra not present athokwbq
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77 Much Community legislation has;already been enacfed for the oil sector. A
directive of July 1973 requires all member states to ensure that they are able
and have- the necessary powers to draw on and manage oil étocks (with Community
COQrdinétion) to restrict oil consumpfion, to allocate supplies and to regulate
0il prices. Community legis;ation also dﬂligesimember states to maintain a

,min}mum of 90 days"stock of oil or oil pfdducts, and provides for the.maﬁdatory )

reduction of consumption in an oil supply crisis and for the reallocation of
available supplies on a Community basis. The administrative machinery for these
contingencies has been set up in suoh a way as-to be compatible with the parallel

IEA machlnery. ' ! , .

- 78. Much of the Commission's work in response to the oil crisis has been to
increase knowledge of the nature of oil transactions in the EEC. This problem

of market transparency is not new{ member states are already required to report

on the prices and quantities of crude oil imports and of oil products in the

Community. There has been long-standing concern with the sometimes misleadingly

'high or low price quotations on the Rotterdam spot markeit. The Commission

*

carried out a first "check run" on Rotterdam quotations in 1978; it has now
started a second "check run", this ¥ime including the Genoan quotations for

Vo

the Mediterranean trade.

79. Since early in 1979, the Commission has been receiving -

xnformatlon Oncorisumer-prices: for- oil products'bn a Weekly basigy:

An abstract of this is now being published weekly. Following the decision of

“the Strasbourg Furopean Council the Community has already agreed a framework

regulation settlng up a register of all oil transactions with the Community.

The revloter will detall (w1th safeguards for commercmal confidentiality) types
of oil, quantity, price, special conditions of purchase, etce Thie initiative
vas backed up by other participants at the Tokyo‘summit, and they will enact
similar measures., Detailed Commmnity legislation implementing this system w111
be introduced as soon as posslble. The Commission is also studying proposals
for a- system of quotations for long-—term cbntracts for oil product supplies, for
a system for the report1ng of the details cf unloading documents for oil cargoes,

and for the establishment of an oil exchange.
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80. As part of the attempt to open up the Community's own hydrocarbon
resouroes,rthelcommission administers a scheme of Community financial

aid for the development of new technology for»hydrocarbon production.

This started in 1974 and has been very successful; the £4£th round

. has been concluded and the‘sixth will‘open'sdon. Budget requirements
between 1974 and 1979 have totalled 183m. EUA. In addition, the
Commnity has just agreed to give financial aid to preliminary exploration
-for hydrocafbons in offshore Oreenlandj it is possible that the. scheme nay
~ be extended.

222;
_81.‘ The Community has commeroially recoverable reserves of gas

estimated at 3.2 1012 p3 (4.5% of the world total)s 53% of these are

in the Netherlands, and 27% in the UK part of the Continental shelf.,

" Production in 1978 was 135 m toe, 14% of the Community®s energy bonsumption.
However, production in tﬁeyuetherlgnds will reach a peak next year, and UK
production is expectedvto peak in 1985 or shortly afterwards. If gas

is to hold its present share of energy consumption (17%) large increases

in gas imporis are necessary; by 1985, imports are expéoted t0 have about
trebled from their 1978 level, and almost quﬁdrupled by 1990, Gontraota,

~ for these quantitieé have already been concludedj +the Communityts gas
supplies therefore ‘seem assured until 1990 at least, providsd that existing
contracts are implemented, :

82, Even larger suppliss could be available if additional cbmmercial
'reserves’are found in Europe, 1f.impoft oontraéts under negotiation

are successfully concluded, if conditions of supply and price bring

more natural gas outside Burops on to the market for export, and if -
recovefy from small reserves in the North Sea is made economically
possibles In the longer term, the gasification of coal could make

a significant contribution to suppliea. In all, the Gommission considers
that Community suppliea in 1990 ecould be 30 m toe more than forecast

iby membar states,
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,gg ~ Gas production, d%strwbutﬁon and market1ng is the concern of a large number

of companies throughout the Commun1ty, some large, some small, in both the private
~and public sectors.  While the industry s record has been good, and the prospects

up to 1990 seem satisfactory, the Community wants to promote a longer-term attitude
towards the role of the industry based on expansion) rationalization and

coordination between‘grids and the maiﬁm%zation of economically and po(itﬁcally

sound import opportunities.: To avoid the decline in domestic production after 4985,
it {s essential that exploration be increased now, that existing reserves be
recovered wherever economically and technically poss1ble, and that gas prices be put
on a realistic footing. " ’ ' | )

84, The Commission will be presenting early next year a paper on the natural gas
situation in the Community, with policy recommendations. A separate paper with
pronesals on gas pricing policy will go 'td the Council at the end of 1979,

International relations

'85. The threat to world peace posed by competition fof energy supplies can only be
:‘removed by united efforts to overcome difficulties affecting all countries. For
the Community, the establishment of good relations with overseas suppliers is also

n important way of increasing the security of supplies. But international re{ations'
also include cooperation and consultation with other 1ndustriatised countries on '
common energy problems, and attempts to work-w%th the developing countries so that
their Qrowing energy problems may be solved to mutual advantage. |

Cooperation with non-oil developing countries

86. The non-oil developing countries have been hard hit by rising .ofl costs, which
havé added to their already large debt burden and have retarded their development

. plans.  Yet their energy demands will grow dispropdrtionately fast, and it is
imnortant that they exploit theirlown resources to the full and use energy
efficiently. ' | “

87. ~The Commission proposed in 1978 a programme for helping developing countries,

consisting of specialist- advice in drawing up inventories of energy resources and ;
Eequirements, technical and financial assistance on projects. and training facitities.Anyf

Community initiative which is made must cbmptement rather than duplicate existing

measures -and institutions, such as the FED, the Euroﬁean Investment Bank, the World
Bank and the United Nations. . The Commission spent 110 million EUA on energy

./...
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projects in the ACP countries, under the Lomé: Convention, and expenditure will

cont inue under the new Convention which will take 1tskplece. The Commission
supports. the moves being made by the United Nations to promote the use of new
~energy sources in developing countries. The Commission held a sUceessfuL v
conference earlier this year on "Solar energy for development” Eighty countries,
most developing countries, were represented. - The Community 1s engaged in bilatera
energy assistance.(training, aid for exploration and new energy sources) in Ecuador
" with OLADE (the Latin American Orgenization for Energy DeveLOpment), end in Turkey ~

and Tunis*a."

Relations with energy producers

88. Paragraph 60 above refers to the negotiations and discussions in hand or
antioipated with the Community's main suppliers of nueclear fuel. Relatiens with
the oil producers exist at many levels. Recently the Community has established
conteets with OPEC and OAPEC. The Commission wants to increase 1nderstend1ng of
the consumers‘ and producers' oil and related economic problems so that policy
making on both sides can be better informed and more constructive. Contacts which
have taken place have been informal and confined to technical and Longer-term
_economic and energy prospects; they have not toucheq on questions of oil'brice and
production Levels. The Commission hopes that these useful beginnings will be
~ developed to the benefit of all concerned. Talks between the Community countries
and the Arab Gulf States have also been proposed.

Cooperation‘with industrialised countries

89. The main forum for cooperation with other 1ndustr1ali$ed‘consumer countries .
'~ on energy matters is the International Energy Agency, in whose work the Commission
.participates. The‘focus on energy at the Tokyo Summit and the commitments made
there by all countries to work out paraLLet and equivalent policies in certain
fields, and to monitor progress, has made this cooperation alt the more important.
Unfortunately, ‘the process is cempl1cated by the fact that one Member State does
not belong to the 1EA and the Commission hopes that this institutional difficulty
may be solved - {t also necessitated spec1at arrangements for emergency measures in
an oil crisis, ‘ :

.’.O‘

. o
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Other {initiatives

90. The Commission is considering with interest the proposal to broaden

- discussions on energy with the Ea,s;tern European Countries within the ECE.

V.

CONCLUSIONS

91. The Community remains_dangerousty dependent on external energy suppLies,.-

’particulérly"oil.,- Edergy supply difficulties could become a permanent constraint

on economic growth unless greater efforts are made to increase domestic production
from all convent jonal and new sources, to improve the efficiency of energy use and
as far as possible to replace oil by alternative fuels.  The Llikely Limitations

on oil supplies mean that‘the Community must increase the capacity to consune coal,
especwaLLy in power. stations, and the avawlab1L1ty of nuclear power and the
collaboration and mutual understanding between the Community, its overseas energy
suppliers, the non-oil developing countries and the other industrialised nations
are ‘essential to a soLution of the wortd;energy problem. ' .

92. More specifically, the followwng should be seen as the Commun1ty s main

- policy objectives:

(1) Short=term -

" The stabilization and increased fransparency of the European oil mérket, the
minimization of oil consumpt ion beyond the 500 m tonne Llimit for 1979 by means
of the necessary oil saving measures.

(11) Longer~term

it

Improved relations with producer countries; diversification of external
supplies; . increased exploration in the Community to prevent a production
decline after 1990; continued oil saving and subst{tution; restriction of
oil to specialised uses} limitation of imports to 470-m tonnes up to 1990.

Coal
Increased coal consuﬁption and production j commercialization of poal

‘gasification and liquefaction techniques.

¢ f - I/ao-
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.'ELectricity and nuclear

Avoidante of further slippage inrnuclear construction programmes-so ‘that capacity
" in 1990 be aﬁ near national *orecasts as possible; maximization of share of coal
and nuclear in electrimity generatwon, agreement on Community policy for
reprocessing, the fast breeder reactor and waste disposal; agreement on policy’
‘concerning Chapter VI of the\Euratom Treaty; satisfactory'outccmgs of
negotiations with Australia and Canada and of discussions with USA on nuclear
fuel suwpplies; reduction of external dependence for nuclear fuels.

General

Agreement on new 1990 objéctiveé; progress towards an economic and -
transparent energy pricing system throughout the Community; availability;of
adequate commercial, corporate, 90yernmentat"ana Community finance for energy
investment, including demonstration projects.

‘Energy saving - N | E

Achievemeht of 0.8’and 0.7 energy growth/economic growth ratios by 1985 and
1990 respectively; . implementation throughduﬁ the Community of all economic'
best-practice techniques fbr,ehergy saving; research into and application of
new energy saving technology. o ' E S

- Research and new'sources

Pursuit of research, development and demonstrat1on of new soutrces so that they
contrwbute ‘on an 1ncreas1ngty s1gn1ficant scale.

~ External

Imprdvemenf of relations and cooperation with oversé35~energy‘suppliers,:otheri-5
1ndustr+atised_oil consuming countries and the non=oil developing countries.
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M

"MARGINS OF UNCERTAINTY AND FLEXIBILITY

}The table below shows the Commission's assessments of the possibtervariationé in
 outturn from the forecasts for 1985 and 1990 made by member States in 1978 : ;:

e

an outturn better than forecast is shown as. '+', an outturn worse as ‘'~'.

;The total area of uncertainty is the range between the total of negative and the 2 -

"total of positive outturns.

mtde
- i R o985 T 4990
Possible additional (+) or reduced (~) '
supplies ¢ . ’ '
Solid fuels T o : -18/+2 , -17/-37
eit R 0 o 15
Natural gas - s / +30 430
Nuclear encrgy o \ =10 | -30
Additional energy saving o C 420 . . +100
Total negative autturns = - ~28 | - =47/-67
Total positive outturns | 52 : ’ +145

Total area of uncertainty | - 80 . 2172
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ANNEXE I1f
P FNERGY INVESTMENT AIDS BY COMMUNITY INSTITUTIONS <7Z>
Source of _Type of Amount m.EUA buration
finance finance Total . peae ~or Llimit
¢ Art.70 , : ,
wa. (Euratom Grants 16 - 1977-1979
Euratom Loans 1500 - First tranche of 500 m. almost
‘ exhausted; second tranche of 1000
o m.EUA now proposed.

ECSC Loans - c.300 open
EIB Loans and

*  guarantees =~ ¢.400 open
New Community Loans and Overall limit -including non-ener
financial faci~ guarantees gy prospects) of 1000 m.EUA
Lity : 300 - : .
Hydrocarbon - _
exploration Grants 3.5 - Greenland project only
Hydrocarbon Since 1974

- technology Grants* 163 (20-50) reviewed annually .
Demonstration  Grants¥*
Projects a)new sources 7
. 95 - 1978~1983
b)conservation
¢ 55 - 1978—1982 ‘
© . LOME I Grants 110 - to be replaced by LOME II

ERDF - opan

* Grants repayable in specified circumstances

Grants 37

Iy

-


User
Rectangle

User
Rectangle


nnex

Ligt of Community Guid'elinaa and Specific Measures °
already adopted in the field of Energy Saving

A. GUIDELINES

Conclusions of the meeting of Heads of Statie and of Government oi’ the '
Buropean Community, Paris 12-13 March 1979 and Strasbrurg 21 and 22 June 1979

Conclusions of . the meoting of Heads of State and of Government of the -
'Europca.n*Comunity, Bromen 6 and 7 Jwly 1978 =

" 0. ¢ 289/1 9.12.1975 : :
Council Resolution. concerning thg f:!.xirg of & short«-t,em vb;jec%ive for
' onerpy savings in .l,916/7 ’

0.J. € 153/9 9.7.1975
Council Resolution concerning the fixing of & shertn—term cbjective for
reducing oil consumption

0.J. € 153/5 9.7.1975
Council Recolution of 17 December 1974 on & Ccmmity action prograyme
on the ratlonal utilizatzon of mergy

B, SPECIFIC MEASURES -

0.J. L 145 13.6.1979
‘Council Directive of 14 May 1979 on the indicati.ma 'kxy labelling of the’
energy consvmption of household appliances

0.J. "L 145 1_561979 ,
Council Directive of 14 Hay 1979 applying to electric ovens directive

?9/@30/?1@0 on the indication by Laballmg of the energy consumption
of household appliances

0.J. L 37, 79/161/8CSC, EEC, Euratom -

Council Recommenuation of 5 February 1979, on the reduction of snergy

requirementis for buildings in the Comminity
. Pl

0.J. L 158 ’

Council Regulation (EIP}CZ; No 1303/78 of June 1978 on the grmtmg of

Tinancial support for demonsiration projects in the field of energy saving

0.J. L 52, 78/1i70/ERC ‘ : o .
Council Directive of 13 Pebrudry 1978 on the performance of heat generator
for space heating and the preducticn of hoet water in new or existing none-
industrial buildinge and on the insulation of heat and dmrx}ﬂmiu hot water
dn,erbuhm in naw non-industrisl buildings

@ . e
: : LK VAN
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0.J. L 99), "77/712/EEG ~
Council Recommendation of 2% October 1977 on the regulating of space
healing, the production of domestic hot water and the metering of heat
in new buildings

0.J. L 29% 77/713/EEC
Council Recommendation of 2% October 1977 on the rational use of energy
in 1nduatrxal undertakings

0.J. L 295, 77/714/EEC

Council Recommendation of 25 October 1977 on the creation in the Member
States of advisory bodies or committees to promote combined heat and
power produciion and the exploitation of residual heat

0.J. L 140, 16/492/TEC
Council Recommendation of May 1976 on the rational use of ensrgy hy
promoting the thermal insulation of buildings

0.J. L 140, 76/493/330
Council Recommendation of 4 Moy 1976 on the rational use of energy in
the heating systems of exiseting buildings :

0.J. L 140, 76/494/F%C
Council Recommendation of May 1976 on the rational useg through better
habite, of energy consumed by road vehicles

0.J. L 140, 76/495/EEC

Council Recommendation of 4 May 1976 the rational wee of energy in -
urban passenger transport :

0.J. L 140, 76/496/EEC

Council Recommendation of 4 May 1976 on the rational use of energy for
electrlcal ‘household appliances .

0.J. L 231/1, 75/510/EEC

Council Decision of 22 August 1975 adepting an energy x@ae&roh and
) dev«lopment programmo

et
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