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Introduction

The recent change in the Community's energy supply conditions has been of an

order which requires the objectives of emergy policy to'be adapted.

The experience of the latter part of 1973 and its sdbseqﬁent repercussions must
be an incentive to the Community to reduce its dependence for energy on the
rest of the world to the utmost extent possible. Vigorous action must be taken
in order both to guarantee greater security of supply and to prevent violent
changes in the prices of energy matefials, which always prejudice the
effectiveness of investments undertaken and call in question the wisdom of the

path economic development has followed,

The objective of developing more secure energy resources obviously raises the
problem of the relative prices of the various primary energy sources. %ile
action taken by the authorities can to a certain extent improve the supply
sitpation without an adequate prices policy, the benefits of such actions can

be put at risk.

In this field as in others, a number of factors must be taken into consideration.

First, the energy sources which are to be promoted must be available at the

. lowest possible price, as an incentive to potential users. Secondly, the

'ﬁroducers have no interest in making the investments necessary for the future

development of production if the profitability is too low.

.Lastly, special attention should be given to the role consumers themselves can
play. While the increased costs of energy may brake demand somewhat in the short
term, this may well be less so in the long term., It is therefore essential that the
eqnsume}s be confronted with their collective responsibility to use more

effectively energy resources, from now on rarer and costlier than before.

But the substantial increases in the price of imported oil do not only raise issues
in the field of energy policy; they raise also questions regarding the adaptation

of economic structures.

In the immediate future, the deterioratior in the balance of payments is

preoccupying. The trade deficit to support, if there are to be the same quant1t1es

of 0il available as before, willresult in =n increase
in the external debt of the Community as an immediate consequence.



In the longer term, the factors of production will have to be redeployed

to meet, internally, the increased costs of énergy, and, externally, the neéd
to increase income from exports. The importance of these adjustments appears
quite different for each member state. The differences in their initial
situations and in their medium term prospects ére of striking importance.
They relate essentially to the balance of payments situation before the
energy crisis, to the importance of crude oil imports relative to total GNP,
and to the availability of alternative energy resources in the near futur%

at a competitive price.

Thus, in certain member countries, the gap to fill to arrive at a balance of pay-
ments in equilibrium is much more important than in others. And in other cases,
the very limited availability of indigenous traditional energy resources
constrains any reduction in the near future of the degree of dependence for
energy, and requires a special effort of investment to promote the deﬁelopment

of nuclear energy.

These disparities are both valuable and haiardops for the Community.
Valuable, because satisfactory cooperation among the member countries
would make for a fairer sharing of sacrifices over a period of time

to the benefit of the more exposed countries. ‘Hazardous, because there
is a danger that a difference in situations and prospects may lead to
divergence in the policies and priorities of the individual member
countries, the consequence of which would be to wipe out the potential
advantages of the common market. To mitigate this risk, a Community

energy strategy must be launched as sdon as possible,

This strategy must comprehend the double objective of a unified market

and security of supply between which there exists a close association:

it is only if the union between the Member States — a union wﬁich

reflects the principles of sharing the burden and that of the free
circulation of goods - can function without hindrance in normal situations

that it can have it's full significance when supply difficulties arise.



Events require the Commnity to adopt a real strategy for eﬁergy
supplies.: The Commission has set out it's concept of the totality of
-such a policy in it's documenis on the "Guidelines and Priority

Actions for a Common Energy Policyﬁ* — which is based upon a threefold
approach: relations with other consumer contries relatlon w1th producing
bountrles and the organization of the market.

Regarding the first two of these themes, the Commission refers to

its previous communicationsto the Council1 and stresses the fact that
the policies suggested therein are entirely compatible with the new
strategy here set out. Defining‘a Community poliéy for energy supﬁlies
means that siable and balanced relations must be established both with
the consumer couniries and with the energy-producing countries; though
in itself the defining policy will give more substance to future

cooperation with both categories of country.

Consistent with the objectives of the new Community energy policy, tﬂe
Commission considers that R & D is one of the important measures to

implement them.

Based on preparatory2 work already underway, the Commission willAsﬁbmit
to the Council, in the very near future, a document setting out guide-
lines for research priorities, and underlining the importance of the

financial measures, public and private, required for their implementation.

#(doc.SEC(73) 1481 final)

1
cf. Docs. COM(73) 1320 and COM(T4)90.

In particular, based on the Council's resolution of the

14 January 1974 concerning a European Community programme in the
‘area of science and technology (J.0. No C 7/6), the outline of

an energy research programme presented by the Commission within
that context, and an interim report prepared by a Sub—group of CERD



CHAPTER T. A strategy which takes account of the new situation in the energy market.

In its commnication to the Council on “Energy Policy: Problems and Resources
1975—-1985"1, the Commission pointed out that, in the face of fhe uncertainties
affecting the supply conditions for oil, {wo main hypotheses ghould be examined @
first, that of a stable market with some surplus available, and, secondly,f that

of a market where supply iightens, causing prices to rise considerably.

The Commission analysed the consequences of the second hypothesis and stated that
"such an escé.lation in prices could profoundly modify the structure of energy:demand
in the Community if it reached the stage of changing the ratio between the price

of 0il and the costs of competing forms of energy"2: ' |

(1) it wonld slow down the increase in the demand for oil;

(ii) open up greater prospects for muclear energy; '

(iii) lead to a potential increase in the supply of natural gas;

(iv) produce a more competitive Community coal industry, and give rise %o the

development of a greater potential market for imported coal.

From now on, this view of the future must be the basis of a Community energy policy.
It might ‘Ahave seemed highly unlikely in 1972 btut with the sharp rise in the price

of o0il, it now seems to have become the correct hypotaesis. Even more than in the
-past, ~tress should be laid on the need for security, by seeking to create a siructure
in which no one decision centre can have such an importance for supply that it can

compromise the overall stability of deliveries, in quantity or in price.

‘1‘0 meet this heightened necessity, it is essential that the Commnity adopt a clearly-
‘defined policy. If it failed to do so, it would lay itself open to the ‘harmful
economic consequences referred to in the introduction; and it would risk seeing its .
energy supplies placed at the mercy of fluctuations over which it would have no éontrol;
" This chapter examines successively:

(1) the long term objectives the Community should adopt:

1doc. com(72) 1201

25dem, p. 25



(ii) the more immediate outlook, and the resulting constraints on the long

term strategy.

Subsequent chapters will draw the main policy conclusions for each energj source.
AA final chapter examines the ways and means of implementing policies to achieve
the objectives proposed.

The strategy set out here is confined to the problems of energy supplies, but
meshes with a range of community policies which impinge on this sector, such as
~those for the environment, scientific and technical research, transport,

. . and cooveration with developing countries. . ‘
industrial and social policy/ The problems arising in these areas are not referred
to here (see the commmications which the Commission has already presen'bedl or will
shortly present to the Council). The Commission points out however that the
adoption of a new Commmity energy strategy would give a fresh impetus to the

energy aspects of these policies.

© A« The long~term objectives

A reasonable aim for the end of the century would seem to be an energy supply
structure relying mainly on two components: :

1) Compared with other energy sources, miclear energy is nlearly bhe best solution
for the large-scale production of heat either for electricity gemeration or for
industrial usesz. This is because of its ready availability, adaptability, and
ease of transport and storage, and the fact that it safeguards the environment.
For these reasons — bearing in mind the small relative pa.rt played by fuel costs
in the total costs — rmclear energy can potentially offer a high d'e'gree of
security of supply, even if the Community itself only has limited resources of .
uranium ore. More than for most of the other energy sources, a policy of diver='
sifying sources of supply, and ‘establishing stable relationships with the
producers, could rapidly reinforce that security. :

Of course, the development of nuclear energy will have its difficulties, tut

none seem insurmountable, provided that the necessary action is taken quickljr

1Prelim:‘ma.r'ar report on the problems ofpollution linked to the production ofenergy
D0C. SEC(74) 1150 final) 4

.211'. is only the production of eleciricity which is of major importance at present,
tut in the long term the potential nuclear .energy market could cover a wide

_industrial field: production of synthesis gas, generation of steam, etc.



enough and pursued resolutely (technology, environment, sites, waste products,

financial capacity for investment, industrial capacity, the training of qualified
manpower ).

At least 50% of total energy requirements around the year 2000 could be covered ffom
- this source. Apart from industrial uses and electricit:v production, maclear energy,
could have an additional advantage, that of makirig it possible to increase hydrogen
" production, which comes under the second heading.

,2) The gas obtained from a variety of primary sources (natural gas produced in the . .

” Community or imported from non-member countries, 0il or solid fuels traﬁsforme_d into
synthesis gas) could cover nearly 30% of energy consumption, mainly for heafing '
buildings and for industrial processes with particularly demanding conditions (high—
temperature processes, metal processing, synthesis). Over and above its inherent
advantages as regards pollution and the rationed use of energy, gas also offers in the
long term the advantage of an additional outlet for muclear energy: the infra.struc‘tui-e
for transporting gas could gradually be used for distributing hydrogen or systhesis
gas produced by means of heat of mmclear origin.

In thirty years time, therefore, if the Community concentrated on creating an energy
economy based on rmclear power and gas, it would only be left with a ‘very limited
dependence on ¢oal and oil. Taking account of the use to some extent of coal and

0il products for gas production, but also of the fact that non—conventional energies
(particularly solar and geothermal energy) could begin to play a sma.ll roie by that .
time, coal and oil used according to the "classical" techniques may by then be meeting
only a quarter of total needs.

The achievement of these long-term aims, set out in orders of magnitude, depends on

a whole set of conditions, the most important of which are as follows:

(i) the necessary action mist be iaken immediately. In particular, the energy

research and development prog’rammé need fto be intensified



and speeded up so that the technological problems still to bz overcome may be

solved in good time

(ii) action in pursuit of these objectives must be compatible with solving the

B.
I.

a)

serious short and medium-term problems which arise, notably those of security

of supply. Such action must be sufficiently flexible to adapt o circumstances
which may well change in the future.

. Einally these objectives can only be realised if, at a stage when
§e0151ons are more advanced, account is taken of the consequences their ‘
1@plementation might have on the natural environment and the quality of
life (damaging the natural environment because of pollution and because

of an increasing scarcity of natural resources a reducti i i
. . ction in the qualit
of life by the increased intensity of land use,etc.,). ™ Y

The objectives for 1985

New hypotheses and constraints

In drawing up a new energy supply strategy for the next ten years, it is
necessary to examine the validity and continuing reliability of those basic
hypotheses which have hitherto been considered the most likely.

Four main factors require consideration: '

The rate of economic growth, insofar as it affects energy demand.

The present predictions of economic growth justify the adoption of a hypothesis
for the growth of GNP of less than the average anmal rate of acomt .09 orev onel
accepted for the period 1970-1985. Nonetheless, the relatively high rate of

4.5% has been assumed to ensure that the energy requirements are not underestimated

Interchange in demand for energy

The new price relativities between the various energy sources will bring about
changes in the demand for most of them.

However, account mist be taken of a series of constraints characteristic of
energy consumption, namely that certain consumer sectors cannot change from

one source of energy to another, or can only do so by gradual steps, for technical
reasons as well as economic ones.

In practice, as an example, sectors such as the iron and steel industry and

motor transport offer little flexibility in demand, even in the medium term,
vwhereas the production of electricity can be based on a mumber of different fuels,

and the capacity fo adapt is therefore greater.



Thus the room for manoeuvre when drawing up a strategy for energy supply is
limited by these demand factors.

"Rigidities in supply

Some sources of energy will have to be used whatever the circumstances, either
because they are "by-products" of certain production processes (e.g. coke—oven
gas or refinery gas) or because the investment to be authorized must be based
on long-term prospects of profitability (e.g. North Sea 0il; natural gas, possible
new coal mines). Other sources have greater flexibility and make it possible

to take measures e.ge to achieve greater security of supply.

Investment

It is clear that despite the recent considerable increase in oil prices, the

. future development of prices of substitute sé'urces of,enérgy is still very

uncertain. They could compromise future investments which, while fulfilling the

‘needs of a reinforced security of supply, could become less profifable owing

~ to economic fluctuations.

The strategy to be developed must set out to increase the flexibility of demand,
and try to develop those sources of supply having the most flexibility; however,
this double appraoch will only be implemented over a more or less extended

time-scale. As far as it is technically and economically possible, use must be

" made of forms of energy with a high degree of security of supply, where there

exists a demand which can absorb them (either immediately or gradually by means
of certain structural adaptations). The balance to be covered from more uncertain
sources should correspond as far as possible with the most flexible part of the

demand.

- The plan should include quantified targets which would constitute a framework

of action like that which the Commission had already put forward in 1968%.

¥ Preliminary guidelines for a Community energy policy. Doc. coM(68) 1040,

In its 88th meeting on 13.11.69, the Council approved the basic principles of
this communication and particularly the appropriatness of developing medium—
term estimates and guidelines for various energy sources (cf. R/2206/69

_ (ENER 13) ,



2) Structure of the energy balance—sheet in 1935

In view of these restrictions, it appears reasonable for the Commmity

~ to set the following targets for the next few years :

~ on _the demand side

(a)vthe implementation of a deliberate policy to obtain a more ‘efficient
use of energy, reinforced by the effects of the price rises, should
make it possible to reduce by one percentage point the average rate of
annual increase in requirements between 1973 and 1985 *, without in
any way reducing the economic and social product obtainéd by means of
the energy consumed. Total internal energy consumption would then be
approximately 10% lower than the figure originally envisaged. (*¥)

(b) as soon as it can be done without incréasing dgpendence on oil,electri—‘
city consumption must be encouraged, sé,as to eqsﬁie that 35% of total
energy is consumed in this form, compaféd to the ﬁfesent figure of
25%. This will establish the largest possible market for nuclear energy.
This expansion must, however, be gradual and compatible with the ob-

jective of stabilising and then reducing the consumption of petroleum
products in power stations. ' V

.~ on the supply side

‘(c) nuclear faéilities would be increased and could cover half the production
of electricity from the middle of the next decade. The objective to be
laid down should also take into account the poésible extension of nuclear
power to the production of industrial heat. It would appear possible,
subject to certain prerequisite conditions, to have a total available
capacity of more than 200 GW,

. (d) s0lid fuel consumption must increase, making use of both domestic pro-
duction, which will have to be stabilized at least at the present level,
and the maximum amount of coal which it will be possible to import on

satisfactory terms with regard to price and security of supplye.

(*¥) = The estimates for 1970/1985, drawn up for the Community of Nine at
‘ the beginning of 1973, were based on an average annual incresse of
total needs %:internal consumption + exports + bunkers) of 4 .65 between
1970 and 1685. In view of the slackening-off in recent years, an average
annual rate of S% rmst be obtained to achieve the consumption figure

~ initially estimated for 1985 on the basis of 1973. The objective corresponds
to an average rate of 3.8% for the period 1973/1985, .
(**)  On the assumption that “exports and bunkers ré”irréducible.
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(e) the high potential demand for natural gas must be met by an increased
4 ~supply, both from within the Commmity and from outside, provided thét
the necessary economic conditions are fulfilled.

(f) as the Commission pointed out in 1972 : "oil consumption would be con-~
centrated mainly on specific uses, i.e., for motor fuel and for certain-
applications as a raw material. Comscumption ofvliquid fuels would be
limited roughly to the amount inevitably produce& as a by-product of
refining the oil used for such specific purposed" *. Stirengthened by the
more efficient use of the energy available {cf. (a)), this trend to sub—-
stitution would gradually halt the-increase in crude oil requirémeﬁts; and
it is possible to aim at an objective of holding these reﬁuirements, by ‘
the middle 1980's, at a level barely higher than that of 1973, affer a
slackening growth rate continuing wmtil arownd 1978/80. By thisAtime,
the arrival of new sources (North Sea) will tend to reduce significantly
the share of the present suppliers in the overall supply of the Community..

”The following table compares these objectives with, on the one hand, the
actual distribution of consumption amongsf the various energy sources, anq,
on the other hand, with the forecasts made in 1972. '

Total primary energy needs in- 1985 ** — Commumnity

1973 ‘ 1985 - 1985
(estimates) (initial fore- | {objectives)
castg *¥%¥)
Mill.toe % Mill.toe %,~ Mill .toe %
© Solid fuels 227 22,6 175 | 10 250 16
0il - 617 6.4 160 | 64 | 655 41
_ Natural gas 117 11.6 265 15 375 24
Hydroelectric powey ‘
and others 30 3.0 40 2 35 2
Nuclear emergy 14 1.4 . 160 } 9 260 17
1005 160 1800 1100 1575 100 V

(*¥) Doc. coM(72) 1201, p. 25
(#*) Internal comsumption + exports + bunkers

(*%%) Source : "Prospects of primary energy demand in the Commumity
(1975-1980-1985) (Doc. SEC(72) 3283 final), and an additional.
estimate made in January 1973 for the new Member Stales
(Doc. SEC(73) 128).
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A Sﬁmma.ry of the objectives of an Energy Supply Policy
for the Community in 1985

Energy demand
1) To reduce estimated consumption in 1985 by 10‘7 in relation to the a.mount initially
estimated for 1985) by the more efficient use of energy.

2) In step with the development of rruclear energy, to increase the consumption
of electricity, which should in 1985 represent 35% of energy consumption 25%

“in 1972).
Energy supply

1) To limit to 40% (63% in 1973) in 1985 the degree of Community dependence for
energy on outside sources.

2) oi

To limit to 40% (60% in 1973) the share of oil in the overall energy supply.

To limit to 75% (98% in 1973) the degree of dependence on outside sources for
0il supplies.

This implies production of 180 mtoe in the Community.

To shift the emphasis of demand as a result, in particular by reducing consumption
of heavy fuel o0il in power stations.

3) Solid fuels

for coal 180 mioe or 22;m'hoe
To maintain the absolute level of current production (

te~215--4n-1985) increase imports (35 mtoe in 1985), to maintain the share of
s0lid fuel in the overall energy supply at more than 15% (about 23% in 1973).

' To shift demand in power stations as often as possible towards coal, and, at
the least, wherever nuclear energy cannot be used (i.e. replacing o:Ll prod:ucts

and natural gas).
4) Natural gas

© To make extensive use of this source of energy, the share of which in the overall
supply should increase from about 2% in 1973 to 25% in 1985.

This will entail:s

(ig at least doubling Community producticn (115 mtoe in 1973);
(i1} for the most part, using imports from a diversity of origins.

In respect of demand, the use of natural ges in thermal power stations — and
perhaps in certain industries = should be discouraged.

5} Nuclear energy

To ensure coverage of 50% of electrlclty needs in 1985 by mclear energy.
This implies an installed capacity of at least 200 (Ve for electricity production
(+ 20GWe for other uses).
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3) Dependence on imported energy sources

In view of its natural resources it is not possible for the Community to take ‘
independence in the energy sector as a medium—term objective. Givén the change
in market conditions, however, it is obliged to accept‘the task of increasing the
security of its supplies. The objectives set out ébove'fall into this pattern,

] énd would make it possible to reduce the share of imported energy in total
consumption from 60% tc 40%.

1985 energy balance(1)

Breakéown by origin

1973 1985 1985
Estimates Original projections Objectives
Mtoe | % Mtoe % Mtoe %
Pfoduction(z) 370 37 640 36 915 58
Imports 635 | 63 1160 64 | 66003 4o
1005 | 100 1800 100 - 1575 | 100

'{1]Tofal Community requirements (internal comsumption + exports + bunkering)
" (2) .
Including nuclear energy

(3)Including the non-EEC North Sea (= 50 - 100 M%oé, or 3 - 6% of the total)

The degree of dependence indicated by the foregoing overall percentages must be
qualified, however. Firstly, indigenous production cannot be considered -

. completely secure unless it combines physical availability with price stability.

This is the basis on which its share in the supply of the various energy sources

has been determined.

Furthermore, all nuclear energy, even that generated from imported fissile materials,v
has been included in indigenous energy fulfilling the foregoing criterion, owing to

its. inherent characteristics, which were discussed above.

Secondly, each of the potential sources included in the 42% of energy imported has _
a different degree of security, from the quantity and price angles. It is therefore’

possible to attain a higher level of overall security than is suggested merely by the

distinction between indigenovs and imporied energy.
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The strategy required must therefore operate in several areas:

~ promoting structural adjustments to demand so as to reduce its rate of increasey

- promoting adjusiments to demand, as far as is possible, to match a new supply
structure, in which energy sources with a low security level take as small a
share as possible; '

- promoting the development of new sources, ie. , those most reliable from the
quantitativé and price angles; ‘ '

- creating conditions which will serve o enhance the securitiy of indispensable

sources which carry-a higher degree of risk.
In these circumstances it seems not impossible to set at 25% at most (instead of
50%, as in the original projections) the proportion of high-risk energy sources

in the total balance for 1985.

4) Nature and scope of the objectives

It must be emphasised that the foregoing figures have the status of objectives,

not of forecasts. As such, their purpose is to crystallise the nature and scope of
a political commitment that the Community would assume with a view to shaﬁing its
supply structure in a particular way. This objective must, however, display

adequate flexibility both in space and time. '

In terms of space: clearly, their attainment in each of the Member States must be
adjusted to match specific initial situation, and the possibilities and constraints
which exist. Their pursuit at Community level requires joint responsibility on the
part of the undertakings, the Member States and the Community. Depending upon their
own circumstances, and subject to their competence, the:protagonists may be called
on to act at a different pace or according to different procedures, but their actions

as a whole must converge along the guidelines agreed on at Community level.

In termé of time: the Commission has already emphasized.that the need for a
framework of action to ensure continuity in energy policy must not stand in the way
of its being adjusted fo any changes in the factors on which it is based(1). This
will be one of the tasks of the Energy Committee set up by the Council Decision of
30 January 1974, namely, to assist the Commission in the periedic reappraisal of
objectives, so that the latter will be able, where necessary, to formulate

proposals designed to modify those objectives.

(1) "Pirst Cuidelines for a Cgmmunity Fnersv Policy.(doc. COM (68),1040
Chanter » : Framework of Action
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Moreover, these objectives cannot be isolated from the Community's other policies

aéﬂa whole. They go some way, for example, towards determining the substance of .

~actions that will be undertaken in such fields as the environment, external

relations, scientifie and technical research, industrial policy,'etc.

5) Investment and budgetary costs *

- -The proposed strategy is characterized by increased reliance on Community

production, and in particular accelerated expénsion of the nuclear seclor, and

it no doubt requires investments. But could the Community really spare itself
this investment otherwise than at the cost of diverting even greater résources
into exports? For, in overall economic terms, the energy dilemma — “invest or
import" — translates into "invest more or export more", owing to the need to

keep the trade balance in equilibrium in the long term. The cost in both cases
is measured in terms of the possible slowdown in real consumption. The cost of

the proposed policy must therefore be compared, not with the status qub.ante

0il crisis, but with the costs that could be atiributable to a less voluntaristic

evolution of energy supply; in the new conditions on the energy market.

While it is therefore appropriate to enquire what would be the cost, to the
Buropean economy, of invesiments in the energy sector (leaving out induced
investments in the other sectors of industry) that cost must nevertheless be

estimated as a differential cost relative to a hypothetical spontaneous trend.

Lastly, a third problem arises with regard ito the decision to invest, for it does
not suffice if investments are macro—economically feasible: +the undertakings must

also be in a position to invest.

~a) How investments in the energy sector will weigh in the Duropean economy

The attainment of the aforesaid objectives would, in investment ferms, have

the following results:

- Cumulative investments in the energy sector as a whole, in the period 1975-85
would be approximately 300 000 million 1973 dollars.

- A major proportion of this would be absorbed by electricity, with total
expendlture of the order of 150 — 180 000 million 1973 dollars, including

'120 000 million dellars in the nuclear sector.

The Commission proposes to send a more detailed document to the Council
at a later date on investment aspects of the strategy.
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In the hydrocarbons sector, where the figures are subject to the greatesf
uncertainty, it can be assumed that the emphasis placed on Community gas end oil
and some decline in investment in refineries would result in expenditure of the
order of 110 000 million 1973 dollars. Lastly, maintaining the output of solid
fuels should account for about 6 000 million dollars. -

- Whereas investments in the energy sector accounted for some 1.5% of the ‘
Community product in the period 1965-T0, the figure will probably be between 2
and 2.5% for the period 1975-85. In very genéral terms the additionéi investmént"
" would be between 0.5 and 1% of Community product. In itself this additional "
investment would demend no more than relatively small sacrifibesfofthe Community
GNP ; but these would be additional {o those which will be necéssary in

any event in order to increase exports.

The position will differ between Member States, however, owing ito boih thé structure
 of their energy supplies and to their economic situations. The need to maintéin'
their equilibrium individually, as part of an overall equilibrium, méyAin certain 
cases lead to structural changes which may warrant a call for some form of

Community solidarity.

'b) The cost of the proposed policy

Community o .
- In the absence of any/strategy, the higher oil prices now ruling would result

in slower growth in the consumption of oil and energy than was forecast before
the crisis, but that growth would be higher than is implied by the proposed
policy. It is against the yardstick of this sczumed market renciion that the

'additionallcost required to attain the objectives must, be assessed.

As a first approximation, and on condition that -a significant fall in-~
the price of imported oil does not come about, the proposed sirategy
is estimated to result in a net extra investment effort of a_round
10,000 million dollars during the period 1975/85, but from the balance of
payments point of view, the strategy represents a net economy of around
50.000 million dollars during the same period. In both cases these are
crmlative figures for the period in 1973 dollars.

In total term=, it is apparent thot the additional investment made necessary by
the new strategy is out of all proportion to the additional exports which the
European economy would otherwise have to make in order to offset hydrocarbons
imports. Furthermore, the additional invesiment in itself is not a prohibifive
obstable; for the emphersis on the nuclear sector affects only power stations
(investment in trensmission and distribution being approximately the same whatover

form of production is used) and permits lower invesimert in refining.



In fact, on a macro-economic level, the new strategy will facilitate security of
supplies and, far from increasing the cost of supplies, will make them progressively
cheaper. To be sure, a large drop in the price of imported energy could alter

the situation, but can one reasonably expect a reduction in the cost of imported

energy if no competitive alternative (i.e. Community energy) is offered?

¢) The decision to_invest

If it is recognized that the new stirategy is possibie and desirablqlon the
‘macro—economic level, every effort should be made to 1mp1ement it. Entrepreneurs
? ber of notably
- may hesitate in the face of a / obstacles / theé amount of investments entailed
and the time-scale of the operation, on the one hand, and uncertainty about future
energy prices, on the other. These two factors play a decisive part in calculating

the profitability of investments and hence in taking the decision to invest.

If the Community is to clear the way towards implementing its policy it must state

+ dits position unequivocally as regards prices and indirect taxation in this field.

Thus one of the cornerstones to be erected appears to be a prices policy‘which
offers conditions forthe adequate long-term profitabilitj of investments which
are designed to attain the objectives set. Such a policy would have to provide,
where necessary, for incentives to speed up invesiments which would not otherwise

be madé, or for measures of a fiscal nature to ensure, among other things, that

energy sources with a low initial cost do not receive an undue financial benefit.

In addition, the size of the investments in question will necessarily
lead firms to call on thé international capital market, and it is thus
important that the Community should facilitate their obtaining such finance.

&) Budgetary implications

The strategy proposed entails no additional budgetary expenditure, except in
 so far as the Member States or the Communlty might have to take steps to ‘curb or
stimulate ceritain spontaneous trends. Some measures of this klnd are env1saged in

the following chapter, but it is not yet possible to estimate thelr cost or to

indicate with any precision their 'scope and detailed characteristics.

In an attempt to arrive at some idca of the order of magnitude one could consider, -
for example, the amount of resources that would accrue from a moderate

levy on energy consumption and compare this amount with the sums
already allocated to actions in the energy scctor by the Community and the Member

States and with recent Commission proposals.
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By ﬁay of an example, a charge of 0.01 u.a. per barrel of oil equivalent on all'

energy consumed in the Community in 1973 would have yielded a total of 70 m u.a.
The following sums can be taken as the basis for a comparision with these figures:

- Provision has been made for an annual budget of 25 m u.a. in support of
* i -
Community projects in the hydrocarbons sector( ) in the financial years

1974-T6.

0

- The total amoun! of direct and indirect aid granted in 1973 by the Member
States pursuent to Commission Decisions Nos 3/71 and 73/287 was of the order

of 1.5 thousand million u.a.

As regards revenue, the new situation concerning prices will increase the amount of
revenue accruing to the Member States as a result of indirect ad valorem charges.
In addition, the amount of expenditure incurred in supporting the coal industry will

diminish to some extent.

Thus, it would be possible to keep the budgetary expenditure entailed inAadopting
the strategy proposed to a reasonable level. As for iﬁvestments, guarantees of

. market stability are an important factor governlng the choice 1o be made. They

. must be given in order to encourage long-term budget commitments. The Drov1s30n

for periodic revision of the objectives would, however, make it poss;ble,.where

_necessary, to avoid expenditure for which there is no further use.
*

* %

In order to attain these objectives as fully as possible by 1985, a real supply
policy will have to be implemented for each source of energy by means of appropriate
incentives or curbs in the administrative and financial fields, at Community level

and in the ILiember States.

The following chapters trace the broad lines of this policy.

() Regulation (EEC) No 3056/73 of the Counc11 of 9 November 1273 - 0OJ L312,
13 ¥ovember 1973, p.17.



CHAPTER II - ELECTRICITY AND NUCLEAR ENERGY

In the new breakdown of the total demand for energy among the different
energy sources, efforts should be made to assign the largest possible share

to electricity for reasons of price and security of supply.

The cost of fuel for conventional power stations represents approximately
one-third of the final cost of electricity to the consumer. With the
growth of the share of muclear energy, for which the fuel cost is still
lower, the effect of ithe cost of fossil fuels on the price of electricity

will decrease.

Eleciricity is also a reliable form of energy as it can be produced from

a wide variety of sources.

A, Demand for electricitv

Over the last ten years, the average anmual rate of increase in demand
for electricity has been 7.2% in the nine Community countries, which

represents a doubling of demand every ten years, .

The economic advantages of eleciricity and the security of suppiy which
it affords should result in wider use being made of it more quickly,

especially in heating and transport.

This increase in demand must not, however, upset the overall energy
balance by increasing dependence on peitrcleum products; it must, there-
fore, be geared to the contribution of nuclear energy to overall eleciricity

production,

It is difficult at present to contemplate a higher rate of increase than
that of the past few years. Only from 198C onwards will the full effects
of the substitution of electricity for petroleum products be felt. The
annual rate of increase in the production of electricity could then be
8% and reach 9% during the period 1985-20. The share of eiectricity in
total primary energy consumption would then be 35% in 1985 instead of

25% as at present,

Boosting the use of electrical energy in this way depends largely on
rational use of the available power stationé;twhich'will call for a better
return on the capital invested. Constancy of écmand during thq day, the
week and the year will be of primary importancé if nuclear power stations

are to be operated cconomically. Approprizte pricing measures should, there-

fore, hc taken to encourage consumpiion outside peak periods,
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To provide producers with the neceséary income to finance nuclear power
stations, tariff readjustments reflecting the real costs of production,

transport and distribution should be decided without delay.

BElectricity oroduction

Electricity generation for conventional,enefgy sources will remain

important until the end of the next decade,

Apart from pumped storage, hydroelectric production will only incréase
slightly, since there are now practically no more sites in the Community
countries with a head of water which could be economically exploited solely

for the production of electricity.

Brown coal will continue to enjoy mainly regional  importance. It can be
extracted at a reasonable cost from the deposits currently being worked in
West Germany, Once muclear energy can meet the increased demand for
electricity, it will be preferable to endeavour to make more frofitablé
use of part of the brown coal extracted from these new deposits than that
afforded by its application as a fuel in thermal péwer stations

(e.g. gasification).

-The production of electricity from manufactured gas and other by-products

or vaste will expand at approximately the same rate as the industry pro-

ducing these fuels.

In view of the limited quantities of natural gas in the known deposits of -
the Community, this fuel should as a general rule be reserved for more
economic uses than fuelling power stations. It should be available for
electricity generation only on condition that supplies are interruptible,
and only when more profitable use is temporarily impossible, or the use of

gas is essential for economic, technical or environmental reasons.

For power stations burning petroleum products, the long-term aim must be
to restrict their consumption entirely to heavy residues from refineries,
which cannot be used for other purposes. To achieve this aim, permission

to build new oil~-fired base-load plants must henceforth be refused unless

-exceptional reasons exist.
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Low-output power stations designed for the production of enefgy

~ to cover demand peaks

Use of fuel oil to ensure the ignition of .other products

Use of a residue which cannot be put to a better use

Impossibility of using other fuels for economic or teéhnical reasons.

Existing oil-fired power stations and those under consiruction should as

far as possible be gradually used as medium—.and peak~load plants. These
measures should make it possible to reduce oil-based electricity production '
from the present 30% to less than 20% in-1985.: ‘

Coal will have to play an increasing stop~gap role in electricity production
because, between now and 1985, the produbtion of coal-fired power stations
could Ee increagsed by 3C to 50% y if corresponding quantities of coal are -
évailable. However, the fact that coal is now reaching the threshold of
competitivity with petroleum products: for eIec{ricity generation is not in
itself enough, in the present circumstances, {o influence the supply of.
coal. If the available quantities of steam coal are to be substantially
increased, long-term contracts must be conéluded between the coal producers;
and the electricity producers, In a situation marked by rapid and unfore—"
seeable changes in the prices of petroleum products, the electricity pro—
ducers cannot enter into such commitmenis unless fhe authorities offer them

adequate guarantees.

‘a) Nuclear energy having now become economically competitive with all

other sources of primary energy, production of electricity in nuclear .-
power stations must be increased as quiékl&‘as possible for se§urity
reasons, In the long term -~ by the year 2000 ~ nuclear energy will
become the privileged source of energy by reason, firstly, of the use
of breeder reactors, and, secondly; of fusion devices. It will be able
to satisfy a large proportion of our energy needs: electricity genera-
tion, process heat, gasification of coal and brown coal, production of
syﬁthetis gas and hydrogen, and the propulsion of ships.
Between 1985 and the end of the century, the importance of these applica—~
tions will nonetheless remain relativeiy limited. .In the short and
medium term, the fundeamental role of nuclear energy will be to provide
an alternative form of energy for producing electricity. Its sphere ‘
will encompass all electricity production which:
- cannot be obtained from "inevitable" or privileged fuels (industrial
gases, hydro—eleciric energy, geothefmal sources of power, browvn coal),
and

— requires a high load factor,



The aim is to ensure that by the mid-198Gs, 50% of electricity
production is nuclear-based, )

This figure represents an installed capacity of at least 206 CHe in

1985, to which could be added the production of process steém, which in
1985 could be equivalent to an annual oil consumption of about 25 million

metric tons.

b) In order to attain this nuclear production objective three main probleins
must be solved: ’

i -~ that of the capacity of the Communify industries to build the
required power stations in the time required. One advantage is
that it takes less time to develop this capacity than to construct
the power stations; '

ii - that of enguring that the development of nuclear enefgy does not
harm either public health or the environment, With this aim .
the Commission has already sent the Council of Ministers in
February 1974 a document on the promotion of the use of nuclear
energy *, which lists, with a precise timetable,. all the. measures
which the Commission intends to take or pursue in this fiefd, '
including the following: '

. the forward analysis of the pvotential radiological implications
of nuclear construction programmes over a period of 25 years, '
together with the adaptation of basic standards of health prb—‘
tection to the advance of knowledge in this field;

. the transport of radicactive materials;

. the recording and storage of radioaptive wastes;

. the safety of nuclear installations;

iii = that of the suppiy of nuclear fuels to power plants which is
due to, on the one hand, the small amount of the Community's own
resources of natural uranium, and, on the other hand, the
Community's position as a net importer of enrichment services at
least until the middle of the next decade. o

For natural uranium, it is necessary to have sufficient and secure
resources. For this purpose, it will be useful to study what support the
Community could give to industry, the ability of that industry to make the
supply available, and the contract policy the users must eventually follow.
Security of supply requires that stable, balanced.relations should be
established with the producing couniries and that a stock policy should be
defined. These questions are in the process of being examined with the
Consultative Committee of the Euratom Supply Agency. Proposals for action .
will be submitted to the Council at a later date.’ L

For enriched uranium, the Commission has already submitted to the |
Council a proposal about the creation of European uranium enrichment’

capacities {**) which it is necessary for the Council to deal-with without
delay. ’

(*) Doc. CoM(74) 10
(**) Doc. COM(73) 4065 Final
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It is moreover, in the Community's -interest to encourage the
development of new reactor types to contribute to security of
supply, both by the development of the breeder reactor and by
preparing the way for more rational utilization of nuclear‘energy
as a source of heat by the use of high—temperature reactors, and

even by combining the advantage of these two lines of approach.
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CHAPTER ITI - COAL

The increase in oil prices which has taken place since October 1973 has

mgde a large part of Community coal production competitive with other fossil
fuels. However, the coal industry is unable to adapt rapidly to this new
situation on account of the time requiréd to develop newlproductive capacities
and to recruit and train th¢ fequisite manpower, of the need for a guaranteed
return on the heavy investment required, and of the fact that for technical
reasons mines once closed cannot 58 reopened.

Power stations and the steel industry account for 80% of Community coal

consumption in about equal proportions, nine-tenths of which are produced

in the Community.

“In view of the characteristics of the steel indusfry in respect of the qualit;

of coal required and its relative inflexibility as regards the ﬁse of other
fuels, it can be expected that its coal consumption will remain relatively
stable and that Community coal will continue to remain in competition with -
imported coal.,

In electricity generation conventional power stations will continﬁe:to play
an important role despite accelerated programmes of nuclear construction,

and the Commission believes that a substantial proporiion of this conven-

tional electricity production should be coal~fired. Coél consumption in

this sector could, therefore, increase dynemically, thereby offering the

best prospect for reducing the Community dependence on oil impofts.

“World energy supply prospects and the objectives of Community energy policy

imply that action should be taken in the following three principal fields: ~

1) Communitv Coal Production

The Commission considers that between now and 1985, Community coal pro—

" duction be maintained at least at its present level of approximately 250

metric tons. The following measures are required to secure this objeciive
and thus to enable the coal industry to continue to play a significant

role in covering the Community's energy requirements:
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Rationalization of the coal industry by concentrating production in
regions with high or potentially high productivity., Where production

is maintained on a temporary basis for reasons of regional or social
policy, the additional costs arising therefrom should be borne by the
appropriate Community, national or regional authorities;

Community action to support rationalization measures in existing mines
and to open up new production capacities, (e.g. through EIB loans; low-
interest loans from Community resources).

A manpower policy which encourages recruitmentAahd training of labour of
high calibre through attractive remuneration and secure career prospects,
with financial inducements towards mobility of labour;

A price policy directed towards the attaimment of a free market situétion;
A financial contribution from the Community designed to intensify reseafch
and development work towards the improvement of working conditions and

the reduction of the impact of labour costs on production.

'Tn view of the inflexibility of the coal industry, these measures to maintain

Community coal production at least at its presept‘level must be supported

by the following measures to secure outlets for the coal so produced:

financial intervention, should the néed arise, to gﬁarantee the
competitiveness of consumers using Commmity coal under long-term
contracts;

administrative and financial action to promote the construction of
coal-fired power stations and the conswmption of coal in the electricity
sector; the proposed measures concerning the consumption of oil in

power stat. ... will operate in the sameldirection;

intensificaticy © research and technological development worlk on coal
upgrading (e.g. .. sification) to ensure fhe availability of the appropriate

technologies in the Community at the appropriate time;

The Commission might, moreover, state clearly that long-term contracts

would be guaranteed even in the event of requisitioning and distribution
of coal supplies under Article 59 of the EC3C Treaty.
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.2) Imports from non-Member countries

Since the potential market for coal in the Community exceeds the .

ﬁfoduction potential -~ taking account of the qualities in demand - |

an increase in imports is to be expected insofar as the Communityj

coai industry could not or would not supply the quantities in question
_under comparable conditions and insofar as these new imports meet

the long-term safety criteria. With these aims in view, the con- -

clusion of long-term contracts and the participatioh by Community
“industry in joint-venture mining operations in non-Member countries;

for example, should be encouraged.

The Community market should fherefore be opened 1o imports where thy
are necessary and desirable without, however, permitting such an opeﬁing
to compromise the result of measures taken to maintain internal pro—
duction. The Commission considers that a true joint trade policy for:
coal should gradually be implemenied under which imports from non-Member
couﬁtries should be able to develop freely, while being subject to a

certain degree of monitoring.

3) Stockpiling

Furthermore, the Commission provoses a policy of coal stockpiling, the
aims of which would be to stabilise Community production in the face of
“eyclical variatioas in demand and the creation of substantial stocks in
producers' and major consumers' hands, to be available in the event of an
interruption of coal supplies or, to some extent, of supplies of other

forms of energy.

The Commission will shortly forward to the Council a more detailed
‘communication on coal problems and the ways and means by which it

provoses to solve them,



' CHAPTER IV - OIL

Several factors must be taken into account in giving the oil policy of the

Community its new orientation:

(i) '0il will for a long time yet continue to be & basic element in the

supply pattern. kven if all the prerequisite conditions existed to =
make it possible to achieve in 1985 the aim 6£ holding consumption

at a level barely above that of 1973 (655 MT against 617 MT), demand
will continue to grow appreciably during the period of time required
to develop the replacement energy sources, and before the effect of
‘such substitution measures has come 'to play}a decisive role. In any
case, with a share in the Community total energy suppliéé of 41% by
1985 (agaiﬁst 61% in 1975), oil will still constitute the main source

of energy for the Community.

(ii) The producing countries will progressively increase their control over

production. An increasing proportion of world supplies now comes
under the control of governments or public bodies, whose behaviour
is primarily dictated by the requirements of economic development or

by political choices.

(iii) New deposits ofoil will come into production, in particular in the
Community or in contiguous regions (e.g. the North Sea), .thus reducing

the relative share of the traditional suppliers.

'(iv) The part played by the multinational oil companies is tending to

undergo change, and is subject to a number of uncertainties. - These

undertakings will have to adapt to the new market structures which

are beginning to develop. The companies will continue to have important
specific functions, within a framework of éQuitgble cqmpetition, side

by side with other kinds of operator - independént operators, national
undertakings set up by oil-producing countries or by consumer

countries -~ whose influence may increase.

"(v) The oil requirements of other consumer countries will exert a growing

effect on the world market; this is true both of the industrializgd
countries and those for whom energy is an indispensable factor for

their development.
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The Community must therefore arm itself with a supply policy which comblnes
these various elements, with the aim of ach1ev1ng stability and securlty of

supplies, in the most favourable economic conditions possible.
This policy must be based on the forlowing principles:

(a) the Community market is a component of the world oil market; relations
with the producing countries and with the other consumer counffies is

therefore an eggential aspect of its oil volicyy

(b) by reason of the unity conferred upon;it'by-thé‘freg circulation
provided for in the Treaty, the Community market muét continue to be an

éttractive field of activity for the operators;

" (c) .the market must be characterized by aVSPirit of ‘equitable competition
which will allow the consumers to enjoy the most favourable long-term

. supply conditions, and permit the operators to,de?elop their activities
‘on the market with the maximum degree of flexibility cpmpatiblé with

““the general interest;

(d) the market must exhibit the requisite transparency to enable the national
and Community authorities to satisfy themselves that it functions in
accordance with the foregoing principles and with the more general aims

of the energy policy.

Toiput such a policy into practice, the Comhunity must have At its disposal

" information rermitting them to discern market trends; it must, where necessary,
be able to negotiate on the terms of these trends with the producing countries,
fo'work together with other consumer countries and to hold a dialtogue with the

o0il industry; finally, it must. have available to it the necessary means for

action.

The totality of these instruments will need to be apbiied in as pragmatic.and

flexible a.manner as is possible and, as need may dictate, at the Community

level or by the co-ordination of national actlons. Some of these instruments have'

already been adopted. Othegéroposals are on the Council's table, or are attached
to this present document; and others again will be submitted at a later date

by the Commission.
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In more precise terms, a policy of oil suﬁply for the Community must rest

on four pillars:
(a) a joint attitude towards oil-importing and -exporting countries;
(b) the development of secure resources;

(c) a Community system making it possible to take appfopriate neasures to

deal with supply difficulties;
(d) the organization of the proper functioning of the market at Community level.

1. Relations with the producer and consumer countries .

The necessity of cooperation with the consumer and the producer countries

'+ flows from the world approach to the oil problem, as sketched out above.

(a) As far as the producer countries are concerned, the Commission's ideas
on the development of these relations were submitted to the Council in.
January 1974: the Commission considers that these proposals should be

thoroughly studied by the Council as expeditiously as possible.

Until the Council has handed down a decision, the agreements which might:;
be concluded by certain Member States with the oil—producing countries

should at the least be subject to previous consultation at Community

level, as the Commission has suggested. This would allow it to be determined how
these agreements could coniribute to achieving a common trade policy in the oil

sector as well, and to achieving stability and security of. supply.

(b) As regards co-—operation with the conéuming countries, especially within such
international organisations as the OECD, it is equally necessary to apply fully the
provisions of the Treaty, whether concerning the negotiation and adoption of
eventual agreements, or the implementation of common actions by member states, duly
co-ordinated on the basis of propoeitiaons which ihe éommission will submit to thé,
Council to this effect. Similarly if the Community were tolspeak'with a single
voice as a rule in these bodies, all this would ensure that an indispensable
European identity would be provided for,

2. The development of secure resources

A special effort must be made to encourage prospecting for and production of oil in
new areas. The brunt of the financial effort will have to be borne by the oil

industry; however, in certain cases the active participation
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of, or an information operation by, the Community will be necessary, either
as an encouragement, or to coordinate activities which, if uncoordinated,

would be likely to lose their effectiveness.
(a) The "Community projects"

Twenty-five million u.a. have been allottpd annually under this head in”
the Community budget between 1974 and 1976. In view of the interest

i shown in this kind of backing - an interesf which has found exXpression
in the forwarding of many projects to the Commission. - this allocation

may well need to be increased in future.
(b) Extension of the "Community projects' concept

Community suppori is at present limited to technologicél development in
the hydrocarbons sector, but could be extended to prospecting, storage

and transport operations in this sector. e

While not necessarily calling for substantial funding, this extension
would give a "Community incentive" to the forging of links between

companies contributing to the Community's supplies.
(c) Information regarding prospecting for and production of‘hydrocarbons;

The Member States and the Commission should consult régularly on the
situation in respect of prospection for and exploitation of secure sources
of hydrocarbons. To this end, there should be an exchange of'informatiqn
(the detailed machinery for this to be seftledllater) regarding the efforts’
made and results obtained in prospecting'gbr hydrocarbons, and on the -

potential for prospection and production on Community territory.

%s Measures to be taken to deal with supply difficulties

The measures required to deal with supply difficulties have a twofold

. purpose >f maintaining free circulation within the Community and of moderating the
effects of a shortfall in supplies. ’

v
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‘Certain Community provisions in this field exist already:

Council Directives Nos 638/414/EEC of 20 January 1968l and 74/425/EEC of
19 January 197&2 impose on the Member States the obligation to maintain
a minimum level of stocks; Directive No 75/238/EECj covers the measures

intended to cushion the effects of supply difficulties. Recent events

" have demonstrated the necessity of these provisions, as well as the need

tonupplement them by other measures suited to the particular circumstances.

It is ccnsequently necessary to create a framework which will make it

possible to establish, in the event of supply difficulties:

(i) an information and monitoring system covering movements of crude

0il and petroleum products within the Community;

(ii) a rapid information system, within the framework of existing or
proposed machinery Regulations 1025, 2603, 1055 and their supplements, onimports
and exports;  this system would, if required, allow of taking such '

rapid commercial-policy measures as might become necessary;

(iii) a range of measures to reduce consumption, harmonized and balanced
in accordance with the structures specific to each Member States,

and not of a nature to prejudice free circulatidn;
(iv) a Community system for the allocation of available supplies;

(v) coordinated action in respect of prices.

The national or Community measures required would in essence be
administered at Member State level, but with the closest concertation
possible, and ﬁwaﬁnmhﬁ‘to overall policy guidelines es?ablished at the
Community level on the basis of Commission praposals. They must be capable of

rapid implementation with a maximum of flexibility, taking account of decisions

" taken at the level of the OECD.

;OJ No L %08, 23 December 1968.
2OJ No L 291, 28 December 1972.
jOJ No L 228, 16 aAugust 1973.
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4, The organization at Community level of the proper functioning of the market

Being - like the free circulation of goods -~ the indispensable prerequisite
for a Community oil supply policy, the organization at Community level |
of a smoothly-functioning market must be based on an adequate, joint

. supply of information, on a wide-ranging and flexible system of

concertation, and - where necessary - on the possession of means of action.

A. An adequate, joint supply of information

- The. supply of information is essential to achieve transparency. Moreover,

it must be acquired in a manner such as to ensure a'sufficient degree of

standardization. On the other hand, the collecting of the information

must be kept flexible: according to circumstances, national or overall
figures may be sufficient, or it may happen that data coming directly

: from the undertakings are passed on via the Member States,

being handled with appropriate confidentiality.

As a first step at least, it would appear to be adequate if this joint,
- homogeneous information covers imports and exports, investments, and the

cost and price of petroleum products.

(1) Imports and exports of hydrocarbons

Council Regulation 1055 adopted in May‘1972 allows of a sound gquantitative
picture of both the actual and estimated imports of crude oil into the

Community.

' However, Regulation 1055 must be extended to cover petroleum products, to

" -obtain an idea of the trends on the oil market and in particular of the
creation of major refining capacities outside the consumer countries. The
Commission submitted an appropriate proposal to the Council on 5 August 1973:
the Commission's view is that this proposal should be adopted as early as

possible.

Similarly, for reasons of homogeneity and particularly in view of the
prospects of production on Community tgrritory, it is necessary to know

the acfual and estimated exports from the dommunity to non-member countries.
A propesal in this sense, additionally covering natural gas, was put to

the Council in August 197>; a reminder was given'in January 197+. Here
again, the Commission considers that the Council should approve this text

as soon as possible.
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(2) Investments

1t is equally indispensable to have a good knowledge of the circumstances
:governing the execution and planning of investment projects\in-the oil
sector within the Community. This the Council recognlzed by its approval
of Regulatlon 1056 in May 1972. The Comm1851on does not consider that
the present situation calls for the provisions of that Regulation to be

strengthened.

(3) Cost and price of oil products

Thls is a vital problem, whlch has increased in 1mportance in recent
months; it arises, in respect of price and cost formation, both before

the products enter the Community and within the Cbmﬁunity itself.

Consequently, the Commission holds the view that ﬁhe Community‘should
have available detailed, regular information to a sténdardizéd pattern,
showing the various price and-cost elements (fob and ¢if) for crude oil
'.énd 0il products imported into the Community. It might then be‘possible
to envisage that, starting from this basic information, there would be
fixed ~ quarterly, for the Comﬁhnity ahd/or for each Member State

- an indicator expressing the average level of the cost of supplies.

Similarly, the Commission considers that the Communlty should have a
detalled analysis of the costs of refining and distribution operatlons in

each Member State.

All- this would improve the transparency of the costs and prices for
petroleum products. The Commission has already carried out studies in
. this field. Before placing a formal proposal before the Coﬁhcil the

| Commission wishes to exawuine the matter in greater detail in the Energy
Commlttee, possibly with the assistance of 1ndependent experts or . '
representatives of the industry, to determine the technical means of

obtaining the desired cost and price transparency.

B. A wide-ranging and flexible system of concertation

The Community must obtain its o0il supplies under conditions which are in
the interest of the consumer and which respect thetrules for the free

circulation of goods and services laid down in the Treaty of Rome.
This is the fundamental respohsibility of the Community and national
authorities; +this responsibility is, it=is true, carried ouf by means of

the decisions taken by the Council of the Communities and by the Member
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States, but also by means of continuous concertation, as exemplified by

the Committee of Energy.

It 'is also the responsibility of the companies which supply the Community.
ﬁAs the Commission has repeatedly declared, it is consequently appropriate
to associate the directors of these companies with the deliberations of
-'the public authorities, by means of concertation. The purpose is, by
initiating a dialogue which will provide the conditions for the smooth
evolution of the views of all parties concerned, to éfeserve - and to bring
into play gradually -'a pattern of behaviour which, while respectiﬁg the
Treaty rules, takes due account of the public interest and the legitimate

aimns of the industry.

- It would seem that, to ensure that this concertation fully meets expectétions,
the fields covered should not be restricted initially, and that the system
should be kept extremely flexible. ‘

The Commission does not therefore propose to surround the system of -
concertationvith a rigid legal framework - at least in the first stage —'since
this sytem must be characterized by a state of mind such that a genuine
Commﬁnity oil policy can d&velop, gradually and iﬁ a pragmatic maﬁner. The
only remark the Commission wishes to add - and this does not exclude other,
.complementary arrangements - is that the concertation iﬁ view should take -

‘place in the Energy Committee.
This concertation procedure could cover the following main points:

(1) In respect of supplies

- the annual forecasts of imports (Regulation 1055) and their progressiye
- fulfilment; - '
-~ the five-year importing plans (own resources - long-term supply contr;cts),
_or the supply prospects in general; -
.%nthe financial terms of supply;
~ the manner in which undertakings propose to deal with possible reductions
in or interruptions of suppliés;

= all means of increasing the security of supplies.

{2) In respect of activities in the Community market

- the investment forecasts and their progressiveAfulfilment (Regulation 1056);
-~ the pattern of distribution over the various undertakings of the available

guantities of crude o0il and oil products;
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- the technical and financial potential of the undertakings and the
essential elements of their administration;

- all methods capable of improving equitable competition.

C. The means of action

In respect of o0il, the Commission has no intention of creating an
unnecessary proliferation of means of action. To do so might carry the
risk of making what is essentially a mobile situation muck too rigid, of
depriving the economic operators of the Communifjvof part of their
initiative and capacityvfor adaptation, and of establishing centralized
machinery which would perhaps be irreconcilable with the aims of modern

economic management.

Nevertheless, a Community oil policy will require the support of a certain

number of means of action.

- (1) As regards compliance with the rules of the Treaty and Community

provisions in all matters relating to competition and, in particular,

the problems entailed by industrial concentration.

(2) As regards commercial policy

A common commercial policy is an obligation laiawdqwn in the Treaty of

Rome. The Commission proposes that imports and exports of hydrocarbons be covered
by permanent surveillance arrangements (all licenceslgranted), based on
regulations 1025 and 2603, to ensure rapid information flow. Moreover this
system would permit, in periods of ténsion or crisié; the implementation of

safeguarding measures decided upon by Community procedures.

(3) As regards the price of petroleum products

One of the major difficulties affecting: the proper functioning of the
market and, in particular, the free movement of goods is not so much the
- @ifferences between the price structures applied by each Member State

"as the differences between the levels of these prices.
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For this reason the Commission believes that the objective to be pursued
.ih this connection is a greater degree of uniformity (which déés not
imply standard prices) in these price levels rather than in the price
structures. This objective can only be attained by successive stages

and to a reasonable timetable. Consequently, the first step would be to -
encourage consultations between the Member States and the Commission
beforé any fresh decision is taken to alter prices; the second step would

~ be to attempf to harmonize progressively the criteria underlying the ﬁride
structures applied to determine the level of prices; the final step would

be to set up a Community system based on transpérency and publication of

pricese. _ oY

The Commission holds that the undertakings should be allowed to fix their
prices freely under these arrangements. The national and Community -
anthorities would be‘empowered to intervene only in the event of mafket
pressures which might result in movements of a speculative nature or if
the policy pursued is likely to compromise certain of the Community's

énergy policy objectives.

This Community price system based on a detailed knowledge of the cost
and price elements provided by the information network suggested by the
Commission (see 4 A.>) would oblige the undertakings to publish schedules
of selling prices for each of the major petréleum'products and for the

major centres of consumption.

Iﬁ this respect too, the Commission believes that the technical details
of such a system will require a considerable amount of reflection to make
it equitable, simple and practicable. As for the cost and pr{ce elements
in respect of petroleum products, the Commission is waiting for the
opinion of the Committee on knergy and that of. quallfled experts, before

making any proposals to the Council.
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Chanter V, Natural gas

Natural gas accounted for 13% of the Community's ensrgy supplies in 1973 and could

be covering almost a gquarter of its energy requirements in 1985.

Tﬁis doubling of the share taken by natural gas in relative terms, should itself
be based on the approximate doubling of presenf Community output and on recourse

to sources of imporis compatible with the aims of security of supplies. Such an .
objective is ambitious but not unreasonable. Generally speaking, it assumes that ..
the problems on natural gas - whatever may be its specific nature - should be

- approached with the same thinking as the oil problen,

in the immediate future three aspect require a Community peolicy:

— the growth in available supplies of natural gas;

~ the strengthening and increased integration of the transport and storage
systems;

~ the optimum ‘economic use of natural gas.

A, To increase the available supplies of natural gas it will be necessary:

a) to intensify natural-gas prospecting in the Community.
This implies:
~ the provision of precise information prescntéd in a standard pattern to
the putlic authorities regarding reserves of gas existing in the Community

and the prospects of working and developing them;

- the possibility of taking measures (administrative and/or fiscal) to
encourage prospecting for new deposits, -and.of granting financial aid
€.g. by means of the"Community projects" system, to overcome the
essentially technical problems arising in connection with production
and transport or to assist the execution of major prbjects in the field
of internatiocnal or intercontinental transpori;

b) to encourage the conclusién of new contracts or the exiension of exist;ng
contracts for the import of natural gas with Third Countries, even%ually

through the coacluszion of Community agreements for trade cooperation.
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Fven if such imports cntail a degree of dependence on outside sources of
supply, they may nevertheless be more secure than oil imports, in that

they further diversify the origin of supplies and their conditions of supply

offer particular safeguards.

The enlargement and intersration of the transport and storage svstem will

make it possible to increase safety in transport natural gas, to achieve a

better coverage of the seasonal variations in the increasing demand in the

various regions supplied and to increase the security of supply as a protection
against the interruption of deliveries for technical or political reasons. To
this end, a Community regulation governing the gas pipelihes could improve the
economic conditions of the iransport system, but the need to increase considerably

investment in transport and storage facilities will require special attention,

The optimum economic vse of natural sas calls for a certain degree of régulation

to its use; the mechanism of the normal market forces is not, by itself; adequate

for the purpose.

‘To this end, the use of natural gas in new thermal power stations should be mede

subject to arrangements requiring prior authorization .in order to keep fuel for
applications where it is used to better advantage. Likewise its consumption

in existing stations should be progressively reduced. . Finally it will be necessar&
to promote the general introduction of contracls which can be interrupted in ‘

respect of large industrial consumers wishing to run on natural gas.

Finally, a barmonized policy of prices and price scales at Commwnity level, of
2 sufficient degree of 'transparency", should serve to ensure that natural ges

is utilized in conformity with the aims of the Community energy policy.

Such a policy, necessary in the medium and the long term, would moreover prepare

for the long—term energy supply structure: the creation of an appropriéte
infrastructure which, by making the best of gas resources, encourages the
eventual introduction of synthetic "amatural" gas and hydrogen into the Community's

energy balance.
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Chapter VI — Conclusions

Two fundamental problems are posed when following the guidelines now established for

each energy source, under the umbrella of the supply objectives set out in Chapter I:

th@t of having available appropriate policy instruments, and that of establishing

relationships between prices in conformity with these guidelines.

A, Imolementing the objectives

1.

To fix ambitious objectives for the energy supply of the Community such as

have been outlined above for t{he periéd up fo 1985 and beyond, requires that

~ the action be taken, as was set out in detail for each energy source above.

Generally speaking, moreover, the Community cemnot seriously expect to
achieve such objectives if it does ﬁot.possess instruments of persuasion

or support operating at a Community level, and following an overall strategy.

The development of the existing energy sources and the introduction of new
sources, to the extent that they reinforce the security of supply, will
require considerable efforts. In certain fields, in which the whole' of the
Community has an interest, the scale of the operation or the risks invoived
could require Community intervention which following a consistent policy,

would thus be much more effective than scattered individuallinterventipns.

This approach to a strategy implies a necessity for action throughout the
energy sector, Such action could for example'iﬁvolve, the prospecting for,
the exploitatién of &and marketing of new resources located ihside or outside
the Community, the pariicipation of Community fi;m; in joint ventures, the

development of the necessary infrastructure (transport, stocking facilities),

. and research and development, either into new ways of producing energy or.the

more effective use of energy, in the context of the need to proiect the
environment. There must be no over lapping with action arising either from

Community lew, or the implementation of other common policies.
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. 3.The requisite support towards achieving all these tasks could be assigned

' to a2 Community agencj having a legal personality and’finanﬁial autonbﬁy.
This organisation would operate within the framework of the policies defined
by the Cormmunity institutions, with the necessary financial means. if would
be under the control of the Commission and would be assisted by a consultative
committee composed of the representatives of the Member States and the

interested parties (industry, workers, users and consumers ).

Prices

Even if the risk is minimal, reoccurence of divergent, disorgenised price

movements arising from instability of the market, cannot be tolerated., They

. could hinder the implementation of the objectives of the energy policy or

. compromise economic viability of considerable investments made to achieve the

objectives; they might even exert these two effects simultaneously. Another
possible consequence, which the Community cannot allow would be the appearance

of more or less rigid barriers betwecen the markets of the different Member
States. '

It is therefore necessary to initiate a searching and systematic Community study

to find joint approaches to the question of energy prices in general, on the

.~ relationships between thn prices for different types of energy, and, of course,

on the role and the use of taxation policy in the energy field. This problem

is fundamental: it rcpresents one of the pivotal issues for a Community

- plan for energy supply.
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AMEX T

EESmmmanTs

PROPOSAL FOR A COUNGIL DIRECTIVE

on limiting the use of naturel gas in

powver stations

(presented by the Commission to the Council)
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EXPLANATORY MEMORANDUM

l. The use of natural gas in power stations in the Community began

when large deposits of natural gas were discovered in Europe.

‘2. The consumption of natural gas by powef stations is only justified
when fer economic and technical reasons it cannot be used more pro-
fitably elsevhere, or when there is a grave supply crisis in other

fuels which requires it.

3, A ramified network for the transport and distribution of natural
‘gas has now been constructed in the Member States -of the Community

and will be further developed in the future.

k., The technical and economic advantages and the cleanness of natural '
gas have resulted over recent years in a constant increase in demand, -
The buyers' market has become a sellers' market, and demand now

.exceeds supply capacity.

5« In the short and medium term, limitation of the consumption of natural
gas in power stations ean make additional gas available towsatisfy

the excess ‘demand elsewhere.

6. The natural gas thus made available can be used in technically and

'economically better way in industry and in the home ("premiumamarket")A*}

(*) Phe "premium market! in that which provides for the optimum use of
natural gas for certain consumers, either because it is virtually
irreplacable by other fuels ( for example, in the glass industry)

. or because it is more convenient than other fuels (domestic uses).
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Frequently and in particular in multi-fuel power stations, natufal

gas can be replaced by other fuels without ary large-scale changzes

being needed.

For these reasons, new contmacts for the supply of natural gas to
power stations must receive prior authorization by ths Member
States, which can thepn influence the award of contracts in such a
way as to ensure that this source ef mnergy is put to the most
profitable use.

As regards contracts for the supply of matural gas which have al-
ready been concluded with power stations, the Member States should
encourage the power station operators to replace natural gas, where
»ossible, by other sources of energy so that natural gas can be put
to better uses elsewhere. This does not exclude that these power
stations should remain at least bi%alent. so0 that natural gas can

be used if there should be a grave supply crisis in other fuels.

The Member Btates shall supply the'Commissiohlwith the necessary
information on the application of this Directive so that the Con-
mission can, if necessary, take steps to harmonize the authoriza-

tion procedure in all the Member states.
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PROPOSAL FOR A COUNCIL DIRECTIVE
ON LIMITING THE USE OF NATURAL GAS IN POWER STATIONS

THE COUNCIL OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the Eurepean Economic Com-
munity, and in particular Article 103 (4) thereof;

Having regard to the proposal from the Commission;
Having regard to the Opinion of the European Parliament;
. Having regard to the Opinion of the Economic and Social Committee;

Whereas the establishment of a Community energy policy is one of the

objectives which the Communities have set themselves;

Whereas the Comuunity's security of energy supplies requires the

development of all $ts sources of energy;

Whereas natural gas is one of these Community sources of energy;

whereas its quantity is limited

Whereas naturel gas should be reserved in the first instance for

those applications for which it can be most profitably used;

‘Whereas natural gas has great advantages for certain specific uses;
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-Whereas, consequently, natural gas should be‘transformed into.clec-
- trical energy only where it cannot be used for. other pgrposés, where

ﬁhere is a technical or economic necessity;

Whereas the main economic and technical reasons for the use of naturzl
gas in powver stations are the following 3

- the quantities of natural gas available cannot for the moment be
disposed of in any other way owing to the absence of a suitable
transport and distribution network; '

- the quantities of naturel gas available cannot be disposed of on
the "premium market! with the necessary regularity on account of
seasonal variations in sales which‘necessitata the conclusion of
interruptible contracts;

~ the available means of transport cannot bevéxclusivelj used for
supplying the "yremium market" while a natural gas distribution

network is being constructed;

- as no other fuels are available.

Whereas special problems concerning the protection of the environment can
likewise necessitate, in certain cases, the use of naturalAgas in power

stations:

Whereas it is advisable to this end to make the conclusion of corntrasts ;
for the supply of natural gas to power stations subject to government

authorisation;

Whereas it is necessary, in the interests of the best allocation of
resources and the security of supplies to prevent the use of ncotural -
gas bvecoming the subject of differiﬁg provi§ions in thg various

‘"Member States;

HAS ADOPTED THIS DIRECTIVE :
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Article 1

The eonclusion of new contracts and the extension of existing con-
tracts for the supply of naturzal gas té power stations must we made
subject to prior authorization by the zuthorities of the Mgmber

States responsible for these power stations. -

This authorization may only ve gavew {ur contracts which are inter-

ruptible and where the following copnditions apply 't

~ the use of natural gas in power stations is neeessary for economic

technical reasons;

~ the natural gas cannot be put to a more profitable use;

~ special reasons for the protection of the environment require its use,
s Article 2 ' S :

Where existing contraets for the supply of natural gas do not fulfil

the conditions of Article 1 (2), Member States, shall encourage the

cancellation of such contracts by mutual agreement belveen the con-

tractingAparties.

Article 3

Any authorization granted by a Member State bursuant to Article 1
and any aeasure taken pursuant to Article 2 ;hgll be notifie@ to tk:
Commission accompanied by a detailed statement of the réasons justi-

fying the action taken.

Article 4

Member States shall put into force, not later than 31 Deccmber 1974,
the laws, regulations and administrative provisions needed in order
to comply with this Directive.

Article S

This Directive is addressed to the Member States.
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ANNEX II

PROPOSAL FCR A COUNCIL DIRECTIVE

CONCERNING THE RESTRICTION CF THE USE OF PETROLEUM

PRODUCTS IN PO.J/ER STATIONS

(presented by the Commission to the Council)
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EXPLANATORY MEMORANDUM

The part of electricai energy produced in fhe Cbmmunity countries from
petroleum.products rose from near 10% in 1962 to about 32% in 1972. In
this same year several countries depended on liduid fuels for more than
half of their electricity production. The supply of eleciricity for most
of the Member countries depends, therefore, for an increasing part on'the.

availability of petfoleum products.

As the increase in the security of supply is a priority objective of the
Community energy policy, appropriate measures must be taken to arreet and

to reverse this development.

Nuclear energy can now ensure in base load and mid—meri%‘power stations the
production of electricity under favourable econﬁmic conditions as-well as
the security of supply. For. power stations with a lower annuai utilization
.factor, hard cocal could provide an important contribution. For many of.thé
new power stations it will therefore be possible, by the use of nuclear
energy and hard coal, to avoid the use of petroleum products. In order to
streéngthen the security of supply the maximum use of these two sources of

energy should be made.

Thus, the attached proposal for a directive provides for congent by the
‘éuthorities.of the Member States prior to the cqnstrucfion of .new power .
stations which are intended to burn liquid fuels. As a rule, such authoriza-
tion can only be given if the use of other fuels cannot be cqnsidered for

economic or technical reasons.

Thus, the construction of new peak energy power stations burning petroleum
products (e.g.'gas turbine power stations) may in sone cases be appfopriétg.
The fuel consumption of this typs of power station is, because of its low

annual utilization facter, relatively restricted.



Bome solid fuels, which arc not easily inflammable and have a low heating value
need the addition of iiquid (or gasecous) fuels to ignite and maintain the
combustion. In so far as the energy consribution of the oil fuels remains

small, this type of power station may also be authorized.

‘Lastly, certain refining residues that may not receive a better valorization

in other applications, may continue to be used as fuel in the power stationms.

In cases where the construction of an oil-fired power station is
indicated for technical and economic reasons, it is often possible to
improve the security of fuel supply to the power station by equipping
it with dual-firing boilers, using coal as the substitute fuel. The
~authorities of member countries will verify in each case if the power
station can be made dual-firing (oil/coal) and they could possibly make

dual-firing a condition of authorization. -

‘The Member States will furnish to the Commission the necessary information
© concerning the implementing of this directive so that the Commission can

ﬁossibly act in the direction of a harmonization of the authorization

procedure in the lember States.
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PROPOSAL FOR A COUNCIL DIRECTIVE

CONCERNING THE RESTRICTION (F THE USE OF PETROLEUM

PRODUCTS IN PCHUER STATICNS

"THE CCUNCIL CF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty instituting the European Economic Commun1ty,
and in partlcular Article 103, paragraph 4 thereof.

Having regard to the proposal from the Commission,

'Héving regard to the Opinion of the Eurcpean Parliament,

Having regard to the Opinion of the Economic and Social Coqmittee,

Whereas the implementation of a Community enerngpolicy is.one of the
objectives that the Communities have set themseives, and whereas it is the

responsibilify of the Commission to propose the measures to this end,

~ Whereas the security of supply is a priority objective for the Community

energy policy,

Whereas electricity is a form of energy vital to modern society, and
vhereas its contribution plays an increasing part in covering the Communlty 8

total energy requirements,

Whereas the security of supply of electricity in the Member countries of
the Community can be improved by limiting the use of petroleum products in

.the power stations,

Whereas electricity can be produced under economic conditions from different'

sources of primary energy,

" Whereas conventional power stations can be equipped with multi-firing

boilers, using two or more fuels, among them coal,
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HAS ADOPTED THE PRESENT D1xECTIVE:
Article 1

The construction of new power stations using oil fuels as well as the conversion
.of existing power stations for burning such fuels must be submitted for prior
consent by the authorities of the Member States in which the power stations

are located.
Authorization can be granted only in the following cases:

— if the power station has a small capacity and is intended exclusively for

the production of peak energy;

= if the petroleum products serve only to ignité and maintain the combustion

of other products and if their total energy contribution remains smallj

~ if the fuel is a residual product that may not receive a better valorization

in other applications;

~ if the use of other fuels cannot be considered for economic or technica;

Treasons.

Before granting an authorization in the above cases, the member countries
will ‘confirm whether it is necessary or not, for reasons of security of .
fuel supply, to equip the power station for dual—firing, allowing the use
of coal as the substitute fuel. The authorities of member couﬂtrieé could

possibly make authorization conditional upon the installation of such
equipment.

Article 2
* Any authorization granted by a Member State implementing Art;clg.l shall be

communicated to the Commission, accompagnied by a full report of the reasons

justifying it.
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Article 3

The Member States shall take appropriate measures, by the latest 31’December
1974, by way of law, regulation or administrative action, in order to comply

with thls directive and shall inform the Commission thereof.

Article 4

The present Directive is addressed to Member States...

Done at Brussels,

By -the Council

The'P:esident
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ANNEX TII .

PROPOSAL FOR A REGULATION (EEC) OF THE COUNCIL

CONCERNING THE COMMON RULES FOR TMPORTS AND EXPORTS OF HYDPRCCARBONS

(presented by the Commission to the Council)
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EXPLANATCRY MEMORANDUM

1. The supply policy as outlined in the document "Towards a new
strategy of energy policy" provides that forecasts communicated by
the undertakings one year in advance will be used as a basis for ,
préparing a supply plan for the whole of the Community in accordance

with the objectives of energy policy.

" 2. In order to ensure that this supply plan is implemented, the

Commission proposes that crude oil and refined products be brought

under the existing common rules for imports and exports within the

- framework of the common commercial policy (1), subject to a supervisory

system, i.e. the automatic award of an import or export certificate.

3. Information concerning imports and exports carried out is centralized

at Community level pursuant to Regulation (EEG) No. 1055/72 concerning

energy policy already adopted and its proposed extension to cover exports

, according 10 which undertakinﬂs must communicate the quantities actually

1mported and exported over each period of six months. If the Comm1ss1on

considers that this 1nformat10n suffices, it may forgo the information

provided for in the Regulations governing commercial policy.

‘4. The consultations provided for in'these Regulations will take placei

in the Energy Committee which can assess them in the light of the

- objectives of the energy policy with the assistance of experts in the field

of commercial policy.

(1) - Regulation (EEC) No. 1025/70 of the Council of 25 May, 1970
' establishing common rules for imports from non-member countries ..
~ Regulation (EEC) No. 109/70 of the Council of 19 Deceﬁber-1969 -
establishing common rules for impofts from state—trading countries
- Regulation (EEC) No. 2603/69 of the Council of 20 December 1969
establishing common rules for exports '
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5. The safeguard measures provided for in the abovementioned regulations
could be applied, where necessary, if the security of supplies to the Community
were threatened by conditions affecting the development of irade with the

non-member couniries.

i,
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PROPOSAL FOR A REGULATION (EEC) OF THE
COUNCIL CONCERNING THE COMMON RULES FOR
IMPORTS AND EXPORTS OF HYDROCARBONS

THE COUNCIL OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European Economic Community
and, in particular, Article 113 thereof;

Having regard to Regulation (EEC) No. 1025/70 (1) of the Council of 25 May,
1970 establishing common rules for importé from non-member countries and,

in particular, Articles 2 and 7 (2) thereof;
Having regard to Regulation (EEC) no. 109/70 (2) of the Council of 19 Dec~
ember, 1969, establishing common rules for imports from state—trading
countries and, in particular Article 2 thereof;

Having regard to Regulation (EEC) No. 2603/69 (3) of the Council of
20th December 1969 establishing common rules for exports and, in particular,
Article 10 thereof;
Having:- regard to the proposal from the Commission;

. Having regard to the Opinon of the European Parliament;

Whereas the introduction of a common energy policy is one of the objectives

of the Communities,

(1) 0.J. No. L 124, 8.6.1970, p.6
(2) 0.J. No. L 19, 26.1.1070, p.l
(3) 0.J. No. L 324,27.12.1969, p.25
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Whereas the system of imports and exports of hydrocarbons must be
harmonized in order ito implement the common commercial policy and

the common energy policy;

Whereas it is appropriaté that the Energy Committee set up by the Council
Decision of 30 January, 1974, should carry out the dutieé of the Advisory
Committees provided for in the abovementioﬁed Regulations, as regards
hydrocarbons;

Whereas it is appropriate to subject imports and expofts of hydrocarbons,
" because of their importance in terms of the Community's energy supplies,
to the Community supervision in the form of the automatic award of import or

export certificates;

Whereas Regulation (EEC) No. 1055/72 of the Council normally ensures the
centralization of information concerning imports of hydrocarbons in eéch

six-month period and forecasts of imports for the following year;

Whereas it is essential to extend the field of application of the supervisory
and safeguard measures provided for by Regulations (EEC) Nos. 1025/70 '
109/70 and 2603/69 .if the security of supplies to the Community are threatened

by conditons affecting the development of trade with the non-member countries;
HAS ADOPTED THIS REGULATION:
Article 1

The common rules for imports and exports shall be applied to

hydrocarbons in accordance with the following procedures.



Article 2

1. The products listed in the Annex to this Regulation shall be
included in the lists in Annex I to Regulation (EEC) No. 1025/70 and
“in the Amnex to Regulatlon (EEC) No. 109/70.

2. The producis falling under sub-headings 27.09 and 27.10 of the
CCT shall be deleted from the list annexed to Regulation (EEC) No. 2603/69.

Article 3

The Energy Committee set up by the Council Decision of 30 January
1974 shall carry out the duties of the Committees provided for in the
Regulations referred to in Article.2, as regards the products listed in the

Annex to this Regulation.
Article 4

1. Imports and exports of the products listed in the Annex shall be

subject to the Community supervision provided for in the Regulations referred
to in Article 2. ’

2 The Commission may forgo the information that the Member States must
furnish for the purposes of Community superv151on 1n so far as the Comm1551on
con31ders that the infor ailon received from the Member States pursuant to

Regulation (EEC) No. 1055/72 ).......and No. ceveve... suffices.

Article 5

The safeguard measures provided for by the Regulations referred to.
in Article 2 may also be taken in respect of the products listed in the Annex
to this Regulation if they are justified on the grounds of ensuring the

‘security of energy supplies 1o the Community.
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Article 6
This Regulation shall enter into £OrCE ON +eeeseeseess

This Regulation shall be binding in its entirety and
directly applicable in all Member States.

Done at Brussels,...

For the Council

The President
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ANNEX

27.09 Petroleum oils and oils obtained from bituminous

minerals, crude

27.10 Petroleum oils and oils obtained from bituminous -
minerals, other than crude; preparations not elsewhere
specified or included, containing not less than 704
by weight of petroleum oils or of o¢ils obtained f;dm -
bituminous minerals, these oils being the basic »

constitutents of the preparations;

27.11 Petroleum gases and other gaseouthydrocarbons.
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ANNEX IV

Communication from the Commission to the.Cquncil

regarding
RATIONAL UTILISATION CF ENERGY

1 Nature of the Problem

Awareness of the shortage of raw materials, including certain’
energy resources, and the often-abused utilisation thereof, has lea the
Commission to examine the problem of the Rational Utilisation of Energy
during the past two years (see CEC "Necessary Progress in Community
Energy Policy of 13th October, 1972). '

By the term "more rational utilisation of énergy", the Commission
understands the reduction of the energy input for the same level of
output of ﬁseful energy. Thus the reduction of the utilisation of useful
energy is not intended; this energy being necessary for economic and
sooiai development, On the contrary, our concern is with the better use

.of available energy.

The problem should be treated in a vragmatic fashion and by a dual
approach. On the one hand, it concerns the increase.in the specific
efficiency of energy in the lmown technologies; improvement of the
" procedures in use; and modification of the consumption structure. On the
other hand, the wasteful consumption of energy should be limited: by a

better control of the procedures of utilisation.

New procedures or structures reducing energy losses inherent in
'technologies applied at the present time (Carnct cycle; Motors Otto/
Diesel) should be developed: this is the field of Research and Dévélopmeﬁt,
which is dealt with by the appropriate body (CREST),

The problem of the Rational Utilisation‘of.Energy insofar as it is
defined does not aim at a more adequate alloiment of energy resources or
their valorisation on the spot, these being outside the economic-technolo-—
gical framework of the increase of energy efficiency in the consumption of
fuels.
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2e Aims of a policy on the Rational Utilisation of Energy

Although energy resources of mineral origin are limited, in their
different ways, their rational use is necessary, in a genera1~mannef, by
virtue of our responsibility with regard to the supply of raw materials
for future generations and especially from the point of view of world

.solidarity, and the protection of the environment.

On the other hand, the price mechanism, which is of particular
importance in the short term, and the economic and political conditions in
this field, are clearly insufficient, and even opposed to the realisation
of such a policy. During a period of low priced energy, as in the  1960's,
energy consumption may be stimulated to the detriment of its rational use,
in spite of the limitation of resources. It is not always obvious in a
period of high-priced energy that all consumers aré able to adapt to new
market conditions ( for example, lack of sufficienf information, rigidity

of structures etc.)

The public authorities of Member States should therefore elaborate
and implement measures with a view to attaining a more rational utilisation
of energy, whether by creating a framework of rules, or.even by imposing
technical norms. If each Member State ( in certain cases even regions
having autonomous power in the matter) took disparate measures, their
_éxistence would inevitably create separate markets and distortions which
are contrary in principle‘to the proper fundtioning of the Common Market
énd are eveﬁ prejudiced against it. Moreover, such disparities also risk
‘becoming an obstacle to the realisatioh'of joint action in the different’

fields such as transport, research, environment, or regional policies.

For these reasons, it is imperative for the public authorities of the
Member States to join in their efforts to reach a harmonisation at Community
level whenever projected measures could prejudice the free movement of goods
or the competition between enterprises in the Common Market., Only in this
way will an effort to make the best use of energy resources, which are at

the disposal of the Community, really bear fruit.
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3a Objectives of a Rational Utilisation of Energy Policy

The long term objective to be pursued by a Rational Utilisation
of Inergy policy is the slowing down of the rate of growth of demand for
energy resources and through that the rate of 1mportat10ns of these resources,

whlch would enable an improvement in the security of supply of the Communlty.

This objective, expressed in figures and related to a determined
~ period, would mean a minimum reduction of 10% of the expected gross demand

in 1985, other things being equal. Thus, using an hypothesis of a Community‘
‘consumption of 2,500 million tce, a policy for the more rational utilisation
of'energy would enable us to satisfy, to the same degree, energy demand3 while

saving 250 million tce approximately.

This saving would be the result of joint action at Community
and national ievels in respect of the rational utilisation of energy field
"and the price mechanism. For example in 1985, the saving would be almost
equal to the contribution of nuclear electricity or of coal. If the fact
’ fhat(the results would be obtained almost exclusively in the final consumption
of energy were taken into account, the energy efficiency of transformation
being hardly capable of improvement in such a short period for the reasoﬁs
.ihdicated iﬁ paragraph 1, this objective is expresséd by an economy of 18% to

19%’of final energy consumption.

) The savings by the year 1985 will, however, represent only a
phase, because the rational utilisation process, once in operation, will show
. results on an increasing scale, and in the last 15 years of the century the A

savings should be doubled.
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4e Instruments of a Community Policy

One may distinguish two types of action :

= information, with a view to interes%ing the large mass of
energy consumers as well as the producers and dlstrlbutors
and to prepare and develop the measures of the publlc _
authorities; exchange of 1nformat10n between the interested
parties,notably between the}serviceé concerned of the public
authorities of the Member States;‘ '

-~ direct actions of the public authorities, covering the forms

of aid or of constraint (promotlon of the appllcatlon of

volontary measures notably for ex1st1ng bulldlngs,
special loans; tax facilities, creation of obligatory

norms etce.

. In ofher respects, R.& De is a particularly important means of action. Being
covered in a specific mammer by an appropriate body (CREST) will not be taken

into consideration in this document.
The choice between different measures depends on fhe following criteria.

~ the importance of the attainable economy (reduction of losses)
relation to its cost (investments to be undertaken);
— the speed of the implementation of the measures; .
- the degree of certainty as to the result; |
—~ +the nature of the method to be used (flexibility, possibility cqntrol
etc.)
The fields which a Commnity programme should coverffirst should
be:

domestic, commercial and administration sectors: equipment of existing

buildings, and construction of new buildings to minimise heat losses,
notably by better insulation; hetter,efficiency,of appliances (includingl
turners); heat recovery;

~ industrial sector: combustion control, heat recovery; recycling materials;

steady~state processes; life of products; energy content of products.

transport'sector: existing means of transport (cubic capacity energy
- performance, vaporisation control .etc. ); transport structure (ampng-othersy
electric traction, town planning);

—~ energy sector: recovery of residual heat, combined production powers;.
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5e The achievement of Community Policy

A first stage for establishing a policy for the rational use of
energy consists of :

— defining priorities in each sector so as to permit an action programme
to be started;

—'indicating exactly the methods and means of action and the time scale
within which they should be developed and put into effect;

'~'calculating estimated economic balances showing the effects of the
proposed actions.

The Energy Committee, at the Commission's insistence, has set up
a group of national experts responsible for helping the Commission with
this first stage. N

Based on the conclusions of this group of experts, which should be
ready.for presentation by the end of July, the Commission will subsequently
formulate it's proposals for transmission to the Coun01l.
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