|

‘(;CBiV\AAI£5§S!CDPQ‘a()l:"T}ﬂE: E:LJli(j?fﬁfﬁfﬁng?fi)ﬁﬁﬁ &

coM(80) 583 final

Brusseis, 15 october 1980

ENERGY AND ECONOMIC POLICY

(Communication from the Commission to the Council)

- COM(80) 583 final


collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

User
Rectangle


-

ENERGY_AND ECONOMIC POLTGY

TRTRODUCTION

1. The‘burden'of the enérgy §onstraintj6n‘$hé short; and mediun~ferm
'management‘of bur'économiés - in the form of a major tranaf@b of resources
and strong 1nflat10nary pressures - prompted the Councll at 1ts meetlng
'fron 9 June 1980, to place on the agenda for its Octobe% meetlng a dlscu381on

of tne 11nks between energy problems and eccnomic pollcy¢ . s R

~ The purpose of thise. Cqmmunlcatlon is 1o serve as a basls for thaﬁ dlscuSSLOn

and enable the Coun011 to adopt its guldellneso

THE INTERNATIONAL DIMENSION OF THE PROBLEM
2o ThlS paper does not touch on the w1der economic aspects of the second
_energy crisis, which are dlscussed in the ‘anmual report to the Counozl.
The emphasis here 1s ons

(a) ldentlfylng and puttlng into practlce the rlght solmﬁlens to the prablems

’

arising from balance-of~payments deflc:ts,

(b) reduclng the Communlty's dependence on external ehergy supply, and ‘f’
‘ prxmarlly 1ts dependence on 011 1mports, by means of structural
adgustments geared notably to ccnserv1ng energy and to fosterlng the

productlon and use of alternatlve energy sourcese o

3 As emphasxzed by the European Counoxlg cancerted actlon is needed by all
the consuming coun‘cmesF partlcularly in view of the 1mp110at10ns for
compet1t1v1tya In our highly integrated economy, isolated (or worse,”
contradlctory) measures would together be detrxmental to general growth

‘ potentlal. ‘
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It wcﬁld'bé Just as hazardous to accept a markéd;inequality of structural

adjustment effort in the energy sector. The. cosﬁs‘of adjustment - in

- resource allocation or losses of competlﬁlveness -/would be borne solely
,,by the countrles that embarked on the course of action needed whlle all

consumer countries would benefltg

4. Accordingly, by virtue of its resporis{ibilitiesgﬁ both within the
Community and outside, the Community has a special role to play in
- formulating and'impleme@ting~anjaﬁpropriate economic and energy strategyo
The Community has already set itself three objectivess
(1) to lay the foundations of genulne solldarlty among consumlng coun%rles
by contrlbutlng, “as it did at the Tokyo Summlt to the 301ni
definition-of targ@ts for reduclng its dependence on external energy '

sources,~

(ii) tq5p1ace the supély of energy,aﬁ»a gsounder basis by entering into a
~dialogue with the producing countries aimed at achiéving smoother
?reoanciliatian of the interéﬁts'af the~cdﬁntries invoIVed;‘

(iii) to play an actlve role in the areas of development or flnanclng whlch
will make it pOSSlble 1o ease the 51tuat10n in the developing countrles

. h&rdest ‘hit oy the crlsls, 1n partlcular by helplng to exp101t their

energy potential and mineral resources@

 BALANCE-OF-PAYMENTS FINANCING

5e BalgnCe»ofmpayments defioitsg,whicﬁ,are iarger énd,mbré'permanéntly
eﬁtrenchedvthan after the first oil cfisis, raise a pfoblem'bf general economic
pollcy? that of reconc111ng the steady reduction of the def101ts with a~
‘/ conxlnued general level of act1v1ty and employment that is as high as p0881ble.
. That problem 1s‘d;scqsaed in the annnalveconomlc report. ' :

They also give rise to a problem of flnan01ng, now belng debated/by the
Council on the basis of guldellnes whlch need\to be conflrmed and glven
~practlcal shape. ' ' : '
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g'6. The first of these guldellnes, follow1ng up the conoluslons of the European

GOuncll and of the Venice summit meetlng of the magor 1ndustr1allzed ooun%rles,

is %o Step up the actlvity of the 1nternat10nal organlzatlons (IMF WOrld Bank

"and the regional’ Banks) in recycling oil capital, with partlcular coﬂ51derat10n
- for the problems of non~011 developlng countrles. It would be appr@pr;ate also
‘to assess thehelp which could be given to support their efforts to brlng about
_the struotural changes n633381tated by the state of their external paymentg.
/»Notlng and takzng into acocunt “the de01glons %aken at khe annual meetlngs of

the Fund and the Bank in Washington, the Coun011 should, before the next mee xugf
of the Interlm Comml’t;’tee9 consider whether actual progresr 50 far matche& up L
to the targets advocatede

~.7¢ The Community is a}ready diréotly'ihvol#ed in transferring cépital to the ndhf :

- 0il developlng countrles under the Lomé Conventlon, under its arrangemﬁnts for ,

agsisting non_assoclated developlng countrles and under varlous flnan01&L proto~

 ‘00183 Under the further studles on this matter which the Counell called for on

9 June, an effort must be made to 1dent1fy the areas in whlch 301nt actlon can

be undertaken w1th the. 011~produolng countrles whereby the resources avallable

~.can be mobilized fas%er, on a wider scale an& more effeotlvely. The Comm1 sion '

'rand the EIB already partlclpate in cewfznancxng schemes with & number of developa

ment funds and are already concerned to expand the soope of such partlclpatmong
The brlnglng together of +these obgectlves, together wzth the normal operatlons
of the banklng system must be examined in depth. ' '

8. The third guideline is to strgngthen the Community's own‘finamcing;meehanismso B

More active solidarity will'be to the advantage of all, by helping td éase‘the o

flnanoial constralnt where it might otherw1se 1ead‘to unduly restrlctxve measures,f

,thh adverse effects on growth and’ employment, The flrs% essentlal here is the

prompt completlon of the work spelt out by'the Coun011 on 9 June 1980 e

(a) :Atowards ralslng The celllng on Communlty borrewzngs and 1mprov1ng ihe

 cond1t1ons for using th1s 1nsﬁrument’

(®) towards enabling the c:ommumty to use the ECU as the muméraire for the

,chans it floa"hs on the mtemad;mnal ca,p:s.tal markei:.s, as advocated in

the opinion cf the Monetary Commm‘tbees ‘and so pruvxﬁ:rg lendera wxih
addztlcnal facllmtxes for dxver51fzcatlana
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"'The expandlng role of the Communlty's flnanolal 1nsbruments
(BLB, NCI, ECSC an& Euratom) helps to allevmate balance of payments
:problema when the correspondlng loans are ralsed on the 1nternat10nal' 

capltal markets@

REDUCING DBPENDENCE ON INPORTED ENERGY AND DIVERSIFYING SOURC&S OF 0UPPLY_V"‘

>9 Under 1ts broad thrust of restorlng equlllbrlum as Well as in 1ts'

speclflc aspeots, economlc pollcy must serve the obgectlves - paramount
" for our economles o of reduclng energy demand and dlver61fy1ng sources of
energys - The 1nveatment requlred for this purpose will also actlvely help ; €

1o sustaln economlc actxv1tye‘ Actlon 1s needed at tw0 levels-
‘(a),,a-cbherent‘energy\pr;cing policy;
(v) - proper plénning of;ihveStméntjandvof‘ﬁhe finahciélareSQuices needed.g ‘

¥

A. The role of prlces B e S . . N

‘f‘lOﬁ' Demand adgus%ment and 1nvestment dapend to a large ex»ent on the prlces
o of energy products on the domestlc marketa To speed up adgustments in the\
”renergy field, t%o cond1t1ons must be mets the general prlce trend E
(partlcularly for petroleum produots) must ‘serve %he alms of both i ;"
vconservatmon and &ivarsaf;cammcn, must move smoothly and must admit of

rellable ferecastxng, and %here must be an appreprlaxe hxerarchy of prxcesdf
for the dlfferent seuroes of energye,«,u‘ 0 ‘ : '

.
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(1) The trend in the‘general level of domestlo prlces

11e Energy users must be in a p031t10n to babe thelr deolsxons on fqrward ,
aosumpﬁlons regardxng prices that are sufflclently rellable and consistent‘
with the general dlrectlon of energy pollcye ‘This condition is essential f

iffmarket forces are to ensure the most efficient allocation of resources.

12. Lookln" ahead to the medivm term, and leav1ng aside cycllcal fluctuatlonsf'
in the economy, the generaL/81tuatlon regardlng oil: supply and demand means
at the very least that any pollcy 1ncorporat1ng a fall 1n 011 pr1¢e7 in xeul

~ terms must be ruled out.'

The Comm1ss1on cons1ders that, to keep the trend of petroteum product
prices as constantty cons1stent as possvbte w1th the generaL direction of
energy policy, the Line of conduct of the Member States, insofar as they
have an influence on the formatzon of prices, shouLd be to prevent a trend

for the .final consumer which d1sc0urages\energy‘sav1ng and d1vers1fvcat19n.)

13.',This\principle‘would‘be applied as follows:

(a) in llnc hlth the prxnc1ple aLreadJ aocepted by the’ Coun011, increac
in the rnpresentatlve import price of crude oil must be pas sed,on to
the flnal cong umor within a reauonablp perlod of tlme,‘ ’ /

7 DR RS N v .
\(b? the Commwss1on proposes that the Counc%i should estavash the guvdetﬁne
, that, as a generai rule, but w1thout accentuatwng 1nfLat10nary tenoencwes, :

.the LeveL ef taxat1on of petroteum products snouLd be peraod?caLLy ' o

ad;usted 1n the L1ghf Qf the requ1rements of energy po&vcy,

L‘)')D/QBQ
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,(c)‘;the;COmmis sion stressos - ard the Councll has already ao&nowledged -
that the secondary lnflatlonary effects of oil prlce rises must be e

i

contalned to the utmost extent posszbles
Although thesé-guidelinés‘and measures must be put“iﬁto operation'?y the
- lMember Sua+e1, w1th reference to thelr individual 31tuat10usw ‘the ru+d011neo
‘thcmoelves must be comnon, and thelr 1mplementatlon must ‘be monitored "_
~'revu1ar1 1he Commission suggegts thai, after adopting them, the Councml 

‘should review the rewults annuallyz

14. ‘These mca sures may not be pnouéh if there is a sharp downwaro trend g

Cin uhe 1mport prlce of 011., Otaer 1ns+ruments should then be uﬂeu.

‘Tho C0mml""10n is cont1nu1n~ to examine this p01nt, and w111 1nform the

Council, for a later meetlng, of its flndlngs and coaclu51ons.

A

15. The propoaed decxs1ons could brlnm about an 1ncrease in publlc revcnuv'
V,1t would be esScntlal to. contaln the 1nf1at10nary conoequences and to oov1ate
any deflatlonarj effects, Approprlate countervalllnv measures mléht taxe

the folloh1ng formo.,

'(a), 8 reductlon in charges, Mhlch would at the same 'bime- prevent ,
‘a decline 1n the comﬁetltlvene"s of Communlty fmrm “and exert a
favourable influeace on lnveahment and employment* ” ;

i
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‘(b) a reductlcn in 1nd1rect taxaﬁlon, whlch wuuld help to ease

1nflatlonary pressures,
(<) an lncrease in budgetary funds for 1ncen$1ves to a&aptatlon in

e Onergy field.

,(ii)vﬁierarch - lomestic privas of energy sources

16, The hierarchy of priis for i diferemt cerg products, which
‘govefﬁménﬁ ihfluences whrougs a - rangé ﬂ3 e *arvenﬁlon%% malnly tayataon o
and budwetary, must serve the aams of reuuse ﬁeoendens on external
energy souroes, partloujarly by - cuk%mng 011 imp rts and by d»1élop1ng
alternative energy sources,  Price dlfferentlals must act bots
" a deterrent (oil}fand as an 7n0ent1ve (other sources of enevwv}
fniq is not a}wags the:case: in soma Member States at )east the o 7
domestic p“lbe for certain products (heavy fuel oil is an example} SR R
 does not encourage a dlversxflcatian of sources or glvo any urganoy
to investment in, say, energy conservatlon@,v uﬂQh dlstcrﬁ1gns can ba ‘;.‘ﬁ o
traced back t0 a large extent, to the‘Way_ih which'diffefehﬁ enefgy
products are taxed ' T ‘ ’

7Further9 the stvucﬁure of prnces, lu@w 1ncluding taxatlan? a8 between
the Member States is a potential ana a present source'af dmbtorilon

of competlt*on and the cause of a pcor allocatlen of resources.
. 17. The Commission asks thé Council to approve the'fo1l0wing'tw0~aims:

(a) to arrive at a hierarchy af pr&cea whlch is eon31stent wm%h overall
 energy policy; L R s ' o
(b) to prevent excessive dlfferences in the price strustures as be»ween
- Member States whlch are not’ Justlfled elther by a 31m1lar1ty of
~situations or by the faot of belonglng ta the same markein
At a ‘later date the Commlssion w1ll put up proposals deflnlnb the bases,/!'
1nclud1ng harmon3zatlon cf taxatlon, for attalnlng these obJectlveso'

4
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B. Planning of investments and of the resources required

18, - Prices have a plvotal role ka plag as an 1ncent1ve to the adgustment

of demand@ But government has a direct and ”Tu@lal role in carrylnw
out 1nvestmﬁnt, much of which depends on dacislon by government

and without whloh the goal Qf seifmsufflclencyg for which government fﬁ
is responsible, w1ll not be auﬁalned The consequenves are two-fold:

(a) the prlnclple of pianned programnes whlch ‘define not only the

klnvestments needed to reach the Ccmmunlty 8 targ@ts, but also the resources -

for carrying them out: (b) taklmg account of energy requirements

proper and the requirements of the economy as a whole, thls programmemplanning,\ '

in thé\GOmmissianSVViawg should’amplify énd~speed up the entire effort.

 19. 1In its Resolution of 9 June 1980, the Council decided to make an )

annual assessment of national energy progfammes at Community level -

the Community belag a msetxngwpamnt for comparing targets, defxn;ng

- and monltorlng prlorltles, 1dent1fy1ng shortoomings and appraising
'rnsults, - ‘

The Oommunityﬁs"acknowledged pesition therefore answérs a vefy;cléar

‘ requiremente” It is- the‘bestfarwmln walch o define forcefully -

and present to the publlc - p01101es which are necﬂgsarLIy osmparable

and analogous and which, in the CommlsSLOn's v1ew, must

(a) give the greatest possible boost to energybinVestméht;

(b) oontrlbute to the development of nuclear energy and. help to remove

the obstacles hamperlng its expansmon’

‘(c) pursue a conSLStent internal and external coal policy as regards

‘researoh aVallabllltles and costs, with the alm of selfwsufflclency,‘

- (d) stlmulate the 1nvestment requlred in energy conservatlon and develop

new energy SOIII‘C&B' )
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The- Miniété?s for Financial'kffaifa eannotzﬁemain indifferent to.the adﬁion‘
1n these fields “taken by the Ministers far‘Energy, 'Thé general’edenomy ‘
i diractly concerned: by balamcamafmpaym@nﬁw and price ccns%r&znts?f

but algg‘hy the‘impetuﬂ 1o gﬁowth a3d ampl@ymegt offered by the new

"i@dusﬁ?i&l energy @camomy%‘amd by‘%he expansi@n of energy invesﬁmemtg

20, COnSlderatzon of %ha matohlng of raa@mrc@a to gm&xs iz alsa mf d1racﬁ
‘ interest to the Ecemmm o and Pinencisl &ffaavg Mlniat@ra me&tlvg in Council.
P&rtxculaf attention will have +to be g&ven &m‘budgﬁharvg &CﬁROMIQ and
ffinanclal maohmnlsm@9 and to bo*h national ‘and Gommuzzty 1eglﬁiat40n ‘
“introduced %o @ncour&ga hh% 3nv&mtments which are 1mmea1ately NeCcessary and
‘>‘to facxlitaﬁe their fmndinga, The OQLy way to meke sure this is done is
by the systematic &ﬁd @rztzaal m@nltor&ng Qf the s%a%e of pr@gresg of the

programmes. . -

21, In addlti@ng the C@mmunxty c@ntr&buﬁes tm the 1nva3tment eff@rt through
its’ financlal ingtruments (funds under the Budget d laans) Its Al
‘cantrlbutlmn ig substantzal” in 1979, i 580 malll@m BUA in loanﬁ granted
or 6% of Cammunlty energy produstlon 1nvestmemt (conaider&bly more if
\selfmflnanclng is deduc ted) The Community®s action should help thef
Membar States to pursue s vzgurous energy pelicy. It should be

Prim&rlly directed %o aupportlng coherent programmes whlch serva‘

“the common abgeetlves and are integrated into an @verall pclxcy by the

’ re01p1enx Member States. Cammunlty flnanclng should not tak@ the place T
of natlonai flnancingg but should spead up and amplify certain measurﬁs \ "

whlch cauld not be carried out thhou$ an extern&l fznanclal contrlbutlono
22, ; It is in that comem_thm the Commwsmn\ask:s the Co’x‘mcil% :

(a) %o approve the guxdelines set oui in this Communlcatlongk

(h) to deoide to convene every’year a Cbunoil meeting of the Eooncmzc
Cand F1nanolal Affairs Manzsﬁers w1th approprlaﬁe partlclpatﬁon to :
exmnrne how ﬁhe 1eg1s1at3ve means ana the ftnanclal regouroes match

up to the real targets 0f the Member Staies’ energy programmes»-

(c) to take note that every year the Gommlsalon wxll present on that
occa81on a report on the passlble contrlbutlonéfrem Gommun$ty
. resources o the overall 1nvestment effort and wall suggest how

- they should be used to serve prlen;ty &1mao~
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