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Abbreviations and symbols

kg oe

[ad

toe

MW
kWh
GWh

kJ
T
NCV
GCV
ECU

EUR 10
lor—
of which

among
which

no data available
nil
figure less than half the unit used

kilogram of oil equivalent
(41 860 kjoules NCV/kg)

million (10¢)
tonne (metric ton)
tonne for tonne

tonne of oil equivalent
(41 860 kjoules NCV/kg)

megawatt = 10° kWh
kilowatt hour

gigawatt hour = 106 kWh
joule

kilojoule

terajoule = 10° k]

net calorific value

gross calorific value

European currency unit. The ECU is a composite monetary unit consisting of a basket of the following
amounts of each Community currency:

0.719 DM 3.71 BFR
1.31 FF 0.14 LFR
0.0878 UKL 0.219 DKR
140 LIT 0.00871 IRL
0.256 HFL 1.15 DR

Total of member countries of the EC
discontinuity in series

the words ‘of which’ indicate the presence of all the subdivisions of the total

the words ‘among which’ indicate the presence of certain subdivisions only















East-West energy trade

Soviet energy production

The Soviet Union is the world’s largest producer of oil
and natural gas, with output of natural gas now close to
that of oil. But, while natural gas output has been ex-
panding steadily, oil production now seems to be flagg-
ing. The fact that oil exports this year were down is due
in large part to a fall in oil production inside the Soviet
Union. Official Soviet figures show a fall of over 4% in
oil output in the first seven months of 1985 and total ol
production in 1985 seems likely to be significantly below
last year’s output of 12.3 mbd. Over the coming years the
Russians hope to see a continuing rapid expansion of gas
output (up to perhaps 14 mbd in 1990), increased coal
production {up to 8 mbd) and a doubling of nuclear out-

put. The prospects for oil are, however, much less clear

(see below).

Trade prospects

Against that background, what role is East-West trade
likely to play in meeting the Community’s energy needs
over the coming years?

Coal

Coal imports from Poland have now recovered from the
slump that followed the Polish miners’ strike in 1981. In-
deed, in 1984 (at the time of the UK miners’ strike) they
were over 1 million tonnes up on their 1980 level. The

Community can expect to increase its total coal imports

over the coming years as consumption expands. But there
is likely to be considerable competition too from other
coal suppliers, which will constrain substantial further
growth in East-West trade.

Natural gas

As far as gas is concerned the Community can expect to
see a further steady growth in trade during the 1980s and
beyond as the Community’s import requirements increase
and new contracts for Soviet gas come into force. Current
indications are that imports of Soviet gas could rise to
more than 30 Mtoe by the end of the 1980s.

Oil

"The outlook for oil trade, however, will depend on a

number of factors that are more difficult to predict, not-

ably:

® Soviet oil production levels. The new Soviet leadership
seems determined to overcome the technical difficul-
ties that appear to have bedevilled Soviet Union produc-
tion lately, thereby averting a further decline in pro-
duction. Western experts are divided on the prospects
for success but most agree that it will be difficult to sus-
tain a level of 12 mbd into the medium and long-term;

® the progress of energy conservation and substitution
within the Soviet Union. At present oil meets about
35% of the Soviet Union’s energy needs and natural
gas about 31%. With growing gas production, natu-
ral gas can be expected to substitute significantly for
oil at home. This has already been happening in the
electricity sector where conversion from oil to gas has
helped slow down the rate of growth of domestic oil
demand. The scope for greater energy efficiency is also
vast and there are signs of increasing attention to this
area. This too should help to constrain domestic de-
mand for oil and increase potential export availabiliti-
es, but it will take time for the new efforts to pay off;

® the needs of other Comecon countries. The Soviet
Union has been the main supplier of oil to other East
European countries. Volumes have fallen a little over
the past few years (including, apparently, this year),
but intra-Comecon oil trade is still important. Some
other East European countries are making renewed ef-
forts to improve energy saving; coal is a key key al-
ternative source of fuel; nuclear power is being develo-
ped in some countries {Czechoslovakia); and natural
gas imports from the Soviet Union seem likely to be an
increasingly important substitute for Soviet oil im-
ports in some East European countries. But some East
European countries are experiencing short-term en-
ergy difficulties, and even if changes occur rapidly, the
call for Soviet oil exports could remain significant;

® Soviet oil import policy. Even if Soviet oil production
declines, however, the Soviet Union may seek to main-
tain its export capacity to hard currency markets by
increasing imports of oil from suppliers in North
Africa and the Middle East on a barter basis (some
13 Mtoe was imported in this way in 1983);

® Soviet foreign currency requirements. Energy exports
to members of the OECD currently provide around
80% of Soviet hard currency income, with crude oil
and products alone accounting for 60%. There are in-






New Comm'unity rules for State aids to the coal
industry

On 25 September 1985, the Commission approved a proposal for new Community rules concerning
State aids to the coal industry for the period from 1 July 1986 to 31 December 1990. This article
outlines the background to the Commission’s proposals, the energy ‘environment’within which they

were made and explains the new proposals, criteria and procedures.

Background

Every Member State of the Community which produces
coal has for many years had some system of paying sub-
sidies — often in the form of deficit grants — to its coal
industry. This is because it has always been felt that the
coal industry is so important to the economy and as an
employer that it must be kept as a going concern even at
considerable cost to the taxpayer.

However, the granting of national subsidies is prohibited
under the rules of the European Coal and Steel Commun-
ity. For such aids not to fall foul of Article 4(c) of the
ECSC Treaty, they have to be scrutinized by the Euro-
pean Commission, and authorized on the grounds that
they are compatible with the common market because
they do not, for example, distort competition between
Community coal producers.

These authorizations have been carried out under a Com-
mission Decision' which dates back to 1976 and is due to
expire at the end of this year. It must be replaced by an-
other Decision if Member States are to go on being allo-
wed to pay national subsidies. Hence the Commission’s
proposal for a new Decision, with different rules from
those of the current Decision 528. But why is here a need
for different rules?

The energy environment

The current rules were meant to enable the Community’s
coal-producing Member States (Belgium, France, Ger-
many and the UK) to maintain a given level of coal pro-
duction under satisfactory economic conditions. The idea
of a given level of coal production was a natural result of
the 1973 oil crisis, and it was Community policy to pro-
duce coal in quantities which would help us minimize de-
pendence on imported oil. But, 10 years later, the situa-

1 Commission Decision No 528/76/ECSC of 25 February 1976,
Official Journal L 63, 11 March 1976.

tion — the energy environment to the Commission’s new
proposals — is quite different. There are now much more
dependable supplies of oil and coal on world markets,
while the demand for energy is now reduced, and spread
over a wider range of energy sources. The maintaining of
a fixed volume of coal production in the Community no
longer has to be a prime objective (for coal supplies, see
Table 1).

The cost of maintaining a given production level has,
meanwhile, proved to be high. Large subsidies are requi-
red to enable Community production to match the prices
of imported coal due to lower coalmining productivity in
the Community (see Table 2). The result has been a very
considerable increase in national subsidies over the pe-
riod 1975-83: see Tables 3, 4 and 5. These show, inci-
dentally, that the subsidies are of several kinds. There are
aids to current production, mostly to cover the difference
between what the coal costs to mine and what it sells for.
There are aids to cover inherited liabilities such as subsi-
dence caused by earlier closures; and there are social pay-
ments to miners displaced by those closures. The total in
1983 for all forms of aid (Table 5) was more than 10 000
million ECU, a very large burden on national budgets
and the economy of the Community. '

It seemed to the Commission, in making its new propo-
sals, that it ought to recognize the need to reduce this
burden where possible. As a result, it is proposing that
the objective of the new Decision should be to increase
the competitiveness of the Community’s coal industry, so
as to bring it into line with the new market conditions
(cheap imports) at less expense to the taxpayer.

This process of adjustment has been going on in the
Member States for some years, with closures of unecono-
mic mines and a consequent reduction in the labour force
(see Table 6). It is the Commission’s view that this re-
structuring should continue and that the new rules should
help towards its achievement in satisfactory economic,
social and regional conditions. By the very nature of re-
structuring, the aids for social payments cannot be expec-
ted to decrease in the short term: they may well increase.
But it should be possible to contain, and eventually re-
duce, the aids to current production.
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The Euratom nuclear safeguards system’

This article sets out the history and operation of the Euratom nuclear safeguards system. Particular
attention is paid to the development of the legal structure surrounding safeguards activities and the
changing environment for safeguards following the rapid expansion of the peaceful use of nuclear
energy. In the next issue the operational side of Euratom Safeguards and the relationship with the

International Atomic Energy Agency (IAEA) will be described.

Introduction

A certain duality has long been recognized in the poten-
tial for the use of nuclear energy. On the one hand, the
military application of nuclear energy has already cost
many lives and the awesome destructive power of the
nuclear weapons available today continues to threaten
the existence of mankind. On the other hand, the peace-
ful exploitation of nuclear energy for, for example, elec-
tricity production has provided an immensely valuable
contribution to the solution of world energy supply in a
clean and economic way. Since nuclear technology be-
came widely available, one problem to be resolved has
been to promote the peaceful uses to the overall benefit of
mankind, whilst ensuring that nuclear material, equip-
ment and technology meant for such peaceful use are not
diverted to development and manufacture of nuclear
weapons and explosive devices. Nuclear safeguards con-
trol has been the principal tool to achieve this end.

The word safeguards as it is used in this article is not
widely current but means the set of measures performed
to verify nuclear material and equipment to obtain the re-
quired assurance that their use continues to be as decla-
red. It does not touch on physical protection, industrial
safety, radiation protection or release of radioactive ma-
terials to the environment which are covered by other na-
tional and international bodies.

Safeguards — a worldwide concern

After the Second World War the first resolution of the
General Assembly of the newly created United Nations
established a Commission to study a proposal, known as
the Baruch Plan, to set up an international authority that
would control all nuclear material in all forms of nuclear
activity throughout the world. Even though the Plan was
subsequently modified to encompass only the less ambi-
tious objective of covering reprocessing and enrichment
facilities, it would have involved too great an abdication
of national sovereign rights to be acceptable.

No further progress was made for some time until Presi-
dent Eisenhower made his ‘Atoms for Peace’ speech
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which called for the establishment of an International
Atomic Energy Agency (IAEA) which would help to dis-
seminate the benefits of nuclear energy whilst ensuring
that civil nuclear material remained in peaceful nuclear
programmes through submission to international safe-
guards control. The IAEA was thus established in Vienna
in 1957. Also in 1957 following the Treaties of Rome,
the Euratom multinational safeguards system covering

the Member States of the European Community was es-
tablished. :

Another important kind of control has been aimed at hin-
dering the spread of nuclear weapons. Countries supply-
ing the nuclear material, or providing nuclear technology
and know-how, either alone or as part of various groups
which have been formed, impose conditions of supply on
recipient countries. These conditions have principally
amounted to the requirement for safeguards to be accep-
ted by the receiving country before there could be any
transfer of nuclear material, equipment, know-how or
certain other non-nuclear materials, such as heavy water,
related to the nuclear fuel cycle. In the case of the Eur-
atom Member States, these safeguards have always been
applied by the Euratom Safeguards Directorate of the
Commission of the European Communities.

The systems of safeguards adopted initially by the IAEA,
mainly outside Europe, were limited in scope having been
conceived primarily for application to reactors, and did
not imply that a State had to submit all its nuclear acti-
vities to international safeguards. In the deliberations to
arrive at a somewhat more complete system of control, a
stumbling block was that it was intended to subject Non-
Nuclear Weapon States (NNWS) to a full system of con-
trol, whereas the Nuclear Weapon States (NWS) would
have been free of obligations. The vital breakthrough in
the discussions came however when the Nuclear Weapon
States agreed to accept obligations relating to nuclear dis-
armament,

The Treaty on the Non-Proliferation of Nuclear Wea-
pons (NPT) was opened for signature in 1968 and has
now been signed by over 120 countries including, from

1 Treaty establishing the European Atomic Energy Community, signed
in Rome on 25 March 1957.



Nuclear safeguards system

the European Community, the eight current Non-Nuc-
lear Weapon States and the United Kingdom. The Treaty
combines the undertakings on the part of the NNWS to
submit all their nuclear material to IAEA safeguards with
the undertakings on the part of the NWS relating to dis-
armament.

Safeguards in Europe

The Euratom nuclear safeguards system was established
by the Euratom Treaty' and is currently implemented in
practice, notably through Euratom Regulation 3227/76.
The general objectives of the Euratom safeguards system,
as defined in the Euratom Treaty include making“.....cer-
tain, by appropriate supervision, that nuclear materials
are not diverted to purposes other than those for which
they are intended’. The Treaty provides for the definition
by the Commission of the specific requirements for keep-
ing and producing operating records to permit account-
ing for nuclear materials to enable the implementation of
safeguards measures. The materials referred to include
all forms and qualities of uranium, plutonium and tho-
rium, including ores. To this end, and to fuifil other re-
quirements of the Treaty, two Regulations were brought
into force in 1959 and inspections were started around
this time. These Regulations provided the framework for
the application of Euratom safeguards for many years.

The tasks of the JAEA and Euratom are, to a large ex-
tent, similar, although the IAEA system is on a contrac-
tual rather than a regulatory basis. In addition the IAEA
deals with States, whereas Euratom deals with the indivi-
dual nuclear operators. To implement the NPT, a large
number of agreements between the IAEA and individual
countries or groups of countries was necessary. One of
these, referred to as the Verification Agreement, was ne-
gotiated by the Community, its (then) 7 Non-Nuclear
Weapon Member States and the IAEA and came into
force in 1977. It defines the application of NPT safe-
guards in Euratom Non-Nuclear Weapon States, main-
taining the prior role of Euratom. It, like all NPT agree-
ments, was based on a model agreement, issued by the
IAEA in 1971 after a series of consultations.

To ensure that the objectives of both safeguarding orga-
nizations were met, and that no unnecessary burden was
imposed on operators due to a double control system, a

1 Treaty establishing the European Atomic Energy Community, signed
in Rome on 25 March 1957.

series of understandings and working arrangements have
been agreed and are kept under review for the planning
and conduct of inspections. To ensure that the Euratom
safeguards system was adequate for the implementation
of the Verification Agreement, a revised Regulation
(No 3227/76) was issued in 1976, superseding the ear-
lier Regulations referred to above.

Since 1978, a long, difficult and protracted series of ne-
gotiations has been conducted to agree the ‘Facility At-
tachments’, documents which give the specific require-
ments and inspection activities for each facility under
NPT safeguards. Such facilities are: reactors, critical as-
semblies, conversion plants, isotope separation plants,
fuel fabrication plants, reprocessing plants for irradiated
fuel, storage installations and so on. More than 190 Fa-
cility Attachments are now in force. All the material sub-
ject to the Verification Agreement with the IAEA has of
course been under Euratom safeguards continuously, and
even where no Facility Attachment has been in force also
subject to IAEA safeguards under ad-boc arrangements
in line with the working understandings developed bet-
ween the two organizations. Greece, as a Non-Nuclear
Weapon State which joined the Communitty during the
above developments, has been brought within the same
arrangements.

In a paraliel development, two Nuclear Weapons States
in Euratom, the United Kingdom and France, each made
‘Voluntary Offers’ to accept IAEA safeguards on their
territory. The UK Offer resulted in an agreement being
signed with Euratom and the IAEA in 1976. A funda-
mental difference, as compared with the NNWS Verifica-
tion Agreement is that routine IJAEA inspections apply
only to facilities designated by the IAEA (from a facilities
list provided by the UK) from time to time for this pur-
pose. The French Offer resulted in an agreement being
signed with Euratom and the IAEA in 1978. Its scope is
limited to materials specifically designated by France. It
should be noted in this connection, that all ‘civil’ nuclear
material in both France and the UK is subject to Euratom
safeguards under the Euratom Treaty on the same basis
as that applying in the NNWS.

Scope of Euratom safeguards

A total of 560 installations are subject to Euratom safe-
guards. They currently hold some 90 tonnes of pluto-
nium, 13 tonnes of highly enriched
111 000 tonnes of other grades of uranium and
570 tonnes of thorium. The reports by operators current-

uranium,
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ly amount to 350 000 entry lines per year. Controls are
systematically applied to these reports; and, for that ma-
terial subject to IAEA safeguards, the reports are conver-
ted at Euratom headquarters in Luxembourg to a form
suitable for transmission to Vienna.

As noted above, the Euratom safeguards system is foun-
ded in European law and includes, as an ultimate step,
strong sanctions for infringements. It applies to all civil
nuclear materials from the moment they are mined on
Community territory or arrive, in any form, from non-
Community countries. The system, whilst principally
concerned with detecting diversion from peaceful to non-
peaceful use is also concerned with checking that declara-
tions of specific use are correct and that obligations impo-
sed by material suppliers are respected.

The legal basis of the Euratom
safeguards system

The basis for the Euratom safeguards activities lies in
Chapter VII (Articles 77-85) of the 1957 Euratom
Treaty.

Article 77 of the Treaty states:

‘In accordance with the provisions of this Chapter, the
Commission shall satisfy itself, that in the territories of
the Member States,

(a) ores, source materials and special fissile materials are
not diverted from their intended use as declared by
the user;

(b) the provisions relating to supply and any particular
safeguarding obligations assumed by the Community
under an agreement concluded with a third State or
an international organization are complied with.’

Sub-paragraph (a) implies a scheme of reporting and veri-
fication in relation to the use of nuclear material of all
types. Sub-paragraph (b) covers a number of important
agreements for the supply of nuclear material from, for
example, USA, Canada and Australia. These agreements
include requirements for safeguarding the material while
it remains in the Community. This sub-paragraph also
covers the agreements concluded between Euratom, its
Member States and the [AEA.

The subsequent Articles state:

— the basic requirement that all nuclear installations are
subject to safeguards;
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— the requirement for approval from the Commission,
for techniques to be used for reprocessing irradiated
fuel;

— the right of the Commission to appoint inspectors;

— the right of inspectors to have access at all times to the
nuclear material in the installations concerned, to data
and to people concerned;

— possible sanctions in the event of infringement of the
Treaty;

— the exclusion from safeguards of nuclear material spe-
cifically intended to meet defence requirements.

In order to translate the requirements of the Treaty into

an applicable scheme of safeguards measures the Eura-

tom Regulation No 3227/76 defines the obligations for
operators of nuclear plants, the major ones being the fol-
lowing:

— the operator has to provide Euratom with the ‘basic
technical characteristics’ of his installation following a
detailed questionnaire. The information required in-
cludes an account of the arrangements for the hand-
ling of nuclear material, a description of the nuclear
material to be handled, and a description of the
system for nuclear material accountancy and control.
Any changes to the basic technical characteristics must
be communicated to the Commission. On receipt of
the basic technical characteristics, Euratom can send
inspectors to verify the information (which may be re-
verified subsequently as necessary);

— one of the principal obligations on the operator is to
establish and maintain a system of nuclear material ac-
counts when he starts to handle such material. Featur-
es of this material accounting system are that all parts
of the installation in which nuclear material may be
found have to be allocated to a series of material ba-
lance areas (MBA). For each MBA the accounts must
record the details of all material which enters and leav-
es the area ie: details on quantity, type, composition
of material, safeguarding obligation, etc. All other
changes to the inventory, e.g.: nuclear transformation
by irradiation or change of category, must also be re-
corded. Separate accounts must be maintained for
plutonium, highly enriched uranium, low enriched
uranium, natural uranium, depleted uranium and thor-
ium. Provisions must be included in the material ac-
counting system for taking a physical inventory from
time to time, (typically between one and four times per
year) the results of which should be reflected in the ac-
counts and reported to Euratom;



Nuclear safeguards system

— the outline programme of activities must be notified
regularly;

— the intention to perform a physical inventory and the
programme for doing it must be notified;

— the intention to shut down a reactor for reloading
must be notified;

— certain transfers, imports and exports of nuclear ma-
.terial must be notified in advance;

— precision and accuracy of all determinations and mea-
surements must be established and submitted to Eura-

tom as part of the declaration of basic technical cha-
racteristics referred to above.

The details of the above obligations, specific to each in-
stallation under safeguards, are laid down in the ‘Particu-
lar Safeguards Provisions’ (PSPs), a legally binding docu-
ment issued by the Commission after consultation betwe-
en the Commission, the Member State and the operator
concerned.

In the next issue of Energy in Europe this introduction to

Euratom safeguards will be continued by a description of
the operational side of safeguards activities.
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Petroleum product pricing in the Community

One of the Commission’s objectives for Community energy policy is to improve the price transpar-
ency of petroleum products consumed in the Community. Commission staff have recently submitted
a report on the formation of petroleum product prices and movements of them during the period

1979-84.1 This article summarizes the findings.

In view of the imminent accession of two new Member
States, it is worthwhile reviewing what the Commission
has done and what the Council has decided in recent
years about the transparency of petroleum product
prices.

— In 1977 the Council adopted a Directive® setting up a
Community procedure for information and consulta-
tion on the prices of crude oil and petroleum products,
since transparency of the costs and prices of petroleum
products is a necessary condition for the satisfactory
operation of the market, and particularly for the free
movement of goods within the Community;

— severe tightness on the spot markets for petroleum
products led the Commission, at the end of 1979, to
begin publishing a weekly oil price bulletin in order to
provide information on consumer prices net of duty
and taxes in the various Community markets;

— finally, following its Communication to the Council
of 19 October 1982 on energy pricing,’ the Commis-
sion appointed a consultant to analyse the price regim-
es for petroleum products in force in most of the
Member States, and their compatibility with the en-
ergy pricing principles adopted by the Council.

The information from this study and the statistical data
at the Commission’s disposal made it possible to conduct
an in-depth analysis of the functioning of the various oil
markets in the Member States.

The following points will be dealt with in turn:

— present price regimes in the Member States;

— trends in supply costs for crude oil and average ex-re-
finery proceeds;

— trends in the consumer prices, net of duty and tax, of
petroleum products;

— trends in prices of petroleum products with all duties
and taxes included.

1 SEC(85) 1301, 18. 9. 1985.
2 Directive 76/491/EEC, 4 May 1976.
3 COM(82)651 final, 19 October 1982.
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Present price regimes in the
Member States

There are now three main systems of petroleum product
pricing:

(a) free market prices

this applies to all the products in Germany, in the
United Kingdom since May 1979 and in the Nether-
lands since August 1982. France removed price con-
trols on motor fuels on 31 January 1985, while
heavy fuel oil and naphtha prices were decontrolled
several years ago;

(b) price ceilings fixed automatically by appli-
cation of a formula, with reference to world
market conditions

this system is applied to domestic heating oil in Bel-
gium, Denmark, Ireland, Italy, Luxembourg and
France; the criteria applied and methods used vary
from one country to the other {movements of crude-
oil supply costs and prices of petroleum products on
the spot markets, variations in the dollar exchange
rate, etc.);

(c) price ceilings fixed by the State

this is the method in Greece, where prices depend
more on theoretical costs than on short-term fluctua-
tions on the world market.

This analysis of price regimes shows that there has been a
trend towards price decontrol during the last few years
and that in all the Member States, except Greece, prices
reflect the short-term fluctuations in supply conditions on
the world market.

Movements of crude-oil supply
costs and in the average ex-refinery
proceeds

The second oil crisis in 1979 triggered off a sharp, sub-
stantial rise in crude-oil supply costs. In addition, the
Community cif price in current dollars rose from about
USD 110 per tonne (USD 15 per barrel) in the first quar-
ter of 1979 to over USD 250 (USD 35 per barrel) in the









Industrial investments to improve energy use

in Europe

Information on investment in fixed assets in the energy industries is published regularly by the natio-
nal and Community statistical offices. This is not so, however, with energy-related investment in

industries outside the energy sector proper.

In order to gain a better insight into this expenditure the Commission decided to have heads of firms
polled by institutions specializing in this kind of work.! The surveys deal with capital spending direc-
ted towards reducing expenditure on energy.? They are to be carried out in conjunction with surveys
of a more general nature on industrial investment in Europe; these will also be carried out by the
Commission in collaboration with the same institutions. The key trends are summarized below.

Two of these polls have been carried out so far: the re-
sults of the first became available in- November 1982
(generally from the spring ’82 survey) and the results of
the second in 1985 (spring ’85 or autumn ’84 survey).

They have provided extensive information on the scale
and purpose of investments, and a comparison between
them has shown how energy-related investment changed
between 1981 and 1984.

The results from the four major European countries
(Germany, France, Italy and the United Kingdom) are ana-
lysed later and some comments are added on the other
countries covered by the poll.

Slight decline

The share of industrial investment to save energy or re-
place one form with another in 1984 was between 3.8%
and 8% of total industrial investment depending on the
country concerned. Generally speaking this is smaller
than in 1981:

for example, it fell from 11% to 8% in France, though in
this country the relative share of energy-related invest-
ment is still the highest; it was steady in Germany, though
at a lower level (4% in 1981 and 3.8% in 1984); the re-
sults for Italy and the United Kingdom were between the
two. A similar trend emerged in the other countries sur-
veyed.

1 The bodies concerned were as follows: Banque Nationale de Belgique
(B), IFO — Institiit fiir Wirtschaftsforschung (RFA), INSEE — Insti-
tut national de la statistique et des études économiques (F), ESRI —
Economic and Social Research Institute (IRL), ISCO — Istituto nazio-
nale per lo studio della congiuntura (I}, STATEC — Service central de
la statistique et des études économiques (L), CBI — Confederation of
British Industry (UK).

2 The forms of investment in question relate to action to save energy, to
reduce the cost of energy, to replace one energy source by another or
to enhance security of supply.

The fall in the share of investment directed to the efficient
use of energy reflects a fall in the absolute level of such in-
vestment (in constant money terms), whilst total indus-
trial investment in 1984 is believed from the relevant half-
yearly surveys on the topic to be only slightly higher, if
not actually lower, than in 1981.

This general trend might be due to the primary indus-
tries, where a fall in energy-saving investment coincides
with an even more marked fall in total investment.

Prospects for 1985, however, would appear more encou-
raging, since an appreciable rise in energy-related invest-
ment is forecast for Italy and the United Kingdom, while
Germany and France are expected to maintain the 1984
level. The results from the other countries are also rather
optimistic.

The changing face of investment

While the share of energy-related investment (in total in-
vestment) has stayed within fairly narrow bounds, the
uses to which it is put have undergone major changes. Its
three main purposes, to improve production processes,
heat conservation and energy substitution were appar-
ently less attractive in 1984 than 1981: where industrial
managements were then giving priority to savings on
heating, heat recovery and any other means of heat con-
servation, they are now more attracted by implementing
more efficient production processes or improving the per-
formance of existing ones. Table 2, which shows the per-
centage of industries which have invested in one of these
three categories, reflects the structural changes. Replies
were often multiple in that they covered two and some-

times three purposes of investment (the figures therefore
do not add up to 100%).
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The historical background to Community
energy policy

This occasional series of historical articles is intended to inform readers of past events relating to
Community energy policy.

This first article sets out to remind readers of how the ECSC High Authority, the Euratom Com-
mission and the EEC Commission — which were separate entities until 1967 — collaborated to
prepare the first Community instrument on energy.

Later articles will recall highlights of proposals put forward by the single Commission as well as
some international events such as the 1972 Washington Conference and the CIEC (Conference on

International Economic Cooperation) beld in Paris in 1976.

The concept of ‘energy policy’ as such is not mentioned in
either the Treaty establishing the European Coal and
Steel Community (ECSC), the Treaty establishing the Eu-
ropean Economic Community (EEC) or the Treaty estab-
lishing the European Atomic Energy Community (Eura-
tom), although all three are concerned with the energy
sector. Realizing this, the governments called upon the
ECSC High Authority at the 1956 Messina Conference to
draw up proposals which culminated in the Protocol of
8 October 1957 on a coordinated energy policy. The re-
sult of this Protocol, adopted by the Council and the
ECSC High Authority, was the setting up of a Joint Com-
mittee, comprising representatives of the governments
and the High Authority to examine the prospects, and
conditions required for economic growth and expansion
in the consumption of the various forms of energy.

Once the EEC and Euratom had been established in
Brussels, a combined Working Party was set up. It was
chaired by Mr P O Lapie (F), Member of the High Auth-
ority, and included representatives of the Commission of
the European Economic Community (Mr Marjolin (F)
and Mr von der Groeben (D) who were responsible re-
spectively for economic and financial policy and competi-
tion policy) and of Euratom (Mr De Groote [B]), Mem-
ber of the Commission).

The duties of the Working Party covered the following

topics:

— forecasting short- and long-term energy requirements
and supplies;

— preparation of energy balances combined with the
most economic ways of making them balance;

— putting together documentation on the investments re-
quired for energy production;

— the effects of energy programmes on the balance of
payments and available labour;

— price structures and price formation methods for vari-
ous sources of energy and factors affecting prices
(aids, customs duties, taxes);

— any innovations that might affect the consumption of
various energy products.

The first documents published by the Working Party in
1962 were a memorandum on Community energy policy
and a major study of the European Community’s long-
term energy prospects {(1962-64 Official Journals).

It proved impossible to reach any real agreement on a
long-term energy policy but the Governments of the
Member States nevertheless signed the first energy policy
instrument known as the Protocol' in Luxembourg on
21 April 1964.

The Protocol enshrined the principle that no decision on
the basic options of an energy policy should be taken be-
fore a single Community was established (as was done in
1967). It was proposed that, in the meantime, national
policies should be suitably harmonized in preparation for
the creation of a common energy market. After recalling
the main objectives of this policy, the Governments of the
six Member States set out the principles that were to ap-
ply to each form of energy.

In the case of coal the Protocol stressed the need to pro-
vide State aids in support of measures such as rationaliza-
tion undertaken by the coal enterprises, and the govern-
ments called upon the High Authority to propose a pro-
cedure for implementing a system of Community aid.

Where oil and natural gas were concerned, the govern-
ments expressed their willingness to implement a com-
mon policy under the Treaty of Rome which would gua-
rantee highly diversified supplies at the lowest most stable
prices possible and under arrangements capable of ad-
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aptation to suit the circumstances. The governments de-
cided to hold permanent consultations with the Commis-
sion of the European Economic Community on all ques-
tions relating to this sector.

On nuclear energy the Ministers stated that they were
prepared to promote and step up research, trials and aid
for the industrial development of this form of energy.

As can be seen, the Protocol simply laid the foundations

for a common energy policy. Thereafter it would be for
the High Authority and the two Commissions to coop-
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erate with the Governments to work out the specific ac-
tion to be taken to achieve the separate objectives set for
each form of energy.

The next edition of Energy in Europe will continue with
an article on the next historical stage of the Community’s

energy policy.

1 Official Journal 69, 30 April 1964.



'Energy saving in buildings in Denmark (1981-84)

Between July 1981 and December 1984 Denmark’ invested 1 125 MECU in upgrading the energy
performance of homes, cutting energy consumption by 480 000 toe a year in the process.

To attain such an impressive result so fast, the Danish Government had put through an imaginative
programme mobilizing all sectors of the economy. The result was that energy audits were carried out
on 865 000 homes (over 40% of the total housing stock) over the period. Government grants
accounted for 256 MECU of the total investment of 1 125 MECU.

The Directorate-General for Energy receeeently investigated this highly attractive scheme in depth: it
fffound a logical, meticulously planned programme which has proved its worth and surpassed the
original expectations.

This article is intended to spread the news of the Danish scheme to a wider audience. Soon the Direc-
torate-General for Energy will be starting talks with a group of experts appointed by the Member
States to bear their responses and attitudes to this idea. Once this has been done, the Commission

will decide whether the matter should be discussed by the Council of Ministers.

The 1981 law

In the wake of the first (1973-74) oil crisis, Denmark, like
most other Member States, introduced a series of schemes
offering financial incentives. But the 1979-80 oil crisis,
with its far-reaching consequences for all sectors of the
economy, shook the government into setting its sights
higher.

On 19 June 1981 the law on the reduction of energy con-
sumption in buildings entered into force, replacing all the
previous aid schemes to promote energy saving.

The objective was to bring the energy performance stan-
dards for all pre-February 1969 buildings in Denmark up
to those for new ones.

The standards for new buildings were set out in the 1982
Danish building code, which includes specifications on
thermal insulation, air change rates and boiler control.
The rules on energy saving remained the same as in the
1977 code which entered into force on 1 February 1979.

The law envisaged the following means to attain this
general objective:

® Obligation to take sufficient energy-saving measures
to attain satisfactory energy standards in all public build-
ings by 1987.

1 Population: 5 million.

® A scheme to assist energy-saving investments in pri-
vately owned sector residential buildings,’ subject to a
ceiling of 850 ECU per home up to the end of 1984. The
main features of the scheme were:

— the aid payments were staggered over three periods
(1981-82, 1983, and 1984), the idea being to speed
up implementation of energy-saving measures;

— to offset the differences in the after-tax return on the
investments, in each phase rented accommodation
qualified for a higher aid rate (30%, 15% and 10%)
than owner-occupied housing (20%, 10% and 7.5%);

— aid was granted only subject to the. following condi-
tions:

® a registered energy consultant must have conduc- -
ted an energy audit and written an energy audit re-
port on the building;’

® all the investments proposed in the report must
have been made. However, an upper limit (the aid
ceiling divided by the percentage aid rate) was set
on these investments;

— the consultant’s fees were included in the 850 ECU
ceiling. :

@ Once the jobs have been one the energy consultant re-
inspects the building. Provided the investment prog-

2 Private non-residential buildings do not qualify for aid under this
scheme. They are, however, covered by the energy audit/certificate
procedure.

3 The energy audit report is a list of measures to be taken to make a
given building reasonably energy efficient, i.e.: to bring it up to the
energy standards for new buildings, as far as economic.
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ramme has been duly carried through, the consultant
then issues an energy certificate to indicate that reasona-
ble energy-saving measures have been taken in the build-

ing.

® Since 1 January 1985 sellers have been legally bound
to inform prospective buyers of the energy-saving mea-
sures taken in the building. One way of doing this is to
show them the energy audit report or the energy certifi-
cate.

A well-orchestrated publicity campaign was run to en-
courage the public to take advantage of the system.

However, it soon became clear that the conditions im-
posed were too stringent. As can be seen from Figure 1,
there was little demand for aid in 1981 or 1982.

The investment programme could well be beyond the
means of the house owner. There was always the risk that
the investment programme advocated in the consultant’s
energy audit could cost more than the owner was willing
or able to pay. If so, the owner received no aid at all, not
even the cost of the consultant’s fees.

Under these circumstances, very few applications were
received for aid for energy-saving measures in owner-
occupied housing. By the end of 1982, thermal audits
had been carried out on less than 5% of the owner-occu-
pied housing stock. There was a far livelier response in
respect of rented accommodation, with audits being
made on almost 18% of all accommodation in blocks of
flats. The Danish legislation also allows rent increases to
pay for the improvements, with the tenants paying for the
investments but receiving lower energy bills in return.

1982 improvements

Appreciable improvements were made to the 1981 law in
June 1982:

— No longer was an energy audit report needed before
aid was granted. Just as before 1981, aid was granted
as long as the jobs done were on the approved list.

— Step-by-step investment was also allowed. In this case,
the house owners concerned were allowed to submit
several different applications, though still subject to
the 850 ECU total aid ceiling.

— The energy consultant’s fees were refunded in full and
included in the 850 ECU limit.

In December 1982 the payments were rephased. Since the
1981 law had got off to such a slow start the first phase
was extended until mid-1983, instead of the end of 1982.
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The aid rates remained:
— owner-occupied housing: 20% and 10%;

— rented accommodation: 30% and 15%.

How the system works

The consultant conducting the energy audit checks the
building against the approved list.

At the end of the inspection the consultant completes his
energy audit report, entering details of the energy-saving
measures needed, a cost estimate, a calculation of the ap-
proximate energy savings expected from each of the in-
vestments advocated and the payback time. Provided the
measures proposed are technically feasible and economic,
all the parts of the building and installations covered will
then be up to today’s energy-saving standards for new
buildings. The age, use, method of construction, heating
system and return on the investment are all taken into ac-
count when calculating the total investment required. A
copy of the energy audit report is sent to a secretariat set
up specially for the energy consultancy service. There the
details are checked and statistics compiled. The property
owner can then have the jobs done.

Once the jobs have been completed, the government
grant is paid out following the rules laid down in the law,
i.e.: on the basis of the audit and of the tradesmen’s and
contractors’ bills. As long as all the actions listed in the
energy audit report have been taken, the consultant can
then issue an energy certificate for the building. An exten-
sive public awareness campaign' was started as soon as
the law was published.

In 1981 it was estimated that 140 MECU would be
needed for the aid payments, representing a total invest-
ment of 600 MECU by the end of 1984°. But the public
response has been far greater than expected.

Investment and aid>

According to the reports available at the end of 1984, an
estimated total of 256 MECU was paid out under the aid

1 A total of 2.2 MECU was spent on this campaign between 1981 and
1984.

2 According to estimates for the same period, a total of 300 MECU
needed to be invested in energy-saving measures in public buildings by
1987.

3 All the statistics refer to residential buildings only, since non-residen-
tial buildings are not covered by the aid scheme.
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for the residential sector it found that energy consump-
tion per square metre was 33% lower in 1983 than it had
been in 1975. Had energy efficiency and consumption
per square metre remained unchanged since 1975, energy
consumption in 1983 would have been 2.4 Mtoe higher
than it actually was.

Estimates based on the 1983 energy audits suggest that
on average the investments subsidized under the 1981
law pay for themselves within seven years. Together,
these aid schemes have saved an estimated 480 000 toe a
year.

Conclusions

Since 1981 Denmark has been pursuing a highly integra-
ted approach, with each part of the strategy bolstering
the others. Thanks to this interaction, in all more energy
has been saved than would have been possible had the in-
dividual measures been taken in isolation.

It is therefore fair to conclude that the package of meas-
ures taken have attained the Danish Government’s energy
policy objectives, even if the investments qualifying for
aid have failed to tap the full energy-saving potential in
the buildings concerned.
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The grant scheme ended on schedule in December 1984.
Since 1 January 1985 property sellers in Denmark have
been under an obligation to show prospective buyers
either an energy certificate or an energy audit report for
the housing concerned. This procedure serves two pur-
poses:

— It demonstrates whether a reasonable level of energy
efficiency has been achieved and thus encourages pro-
perty owners to complete their investment pro-
gramme.

— It is a selling point which boosts the return on the in-
vestments made in response to the energy audit.

It is, of course, too early to assess the results obtained
since the grants scheme ended. Three questions remain to
be answered now:

— How much are sellers investing to obtain the certifi-
cate?

— How much work is being done to upgrade the energy
performance of buildings now that the grants have
gone?

— What real effect does the certificate have on property
prices?

The Commission will be pressing ahead with its inves-
tigations on these questions.



Community cooperation on energy planning with

developing countries’

For nearly six years now the European Community has had a special scheme for cooperating with
developing countries on energy planning. This scheme has been producing increasingly positive
results. A brief look at this Community scheme shows that it is an important and relevant factor in
the development of relations between Europe and the Third World and, more generally, between the
North and South (and between different areas of the South).

Why the need for a Community
scheme?

Energy markets now develop on a global scale. Develop-
ments and problems over the last 12 years have high-
lighted the need for stable relations between the Com-
munity and the Third World based on mutual confi-
dence. The economic and social development of all our
countries is based on a reliable supply of energy at rea-
sonable prices. Any uncertainties surrounding energy
supplies and their prices will cause problems which are
just as serious for countries producing and exporting en-
ergy as for those which have to obtain energy on the
world market; so all these countries have come to realize
that their interests are broadly similar, namely:

(i) todiversify the structure of their energy consumption;
(ii) to rationalize the use of energy sources;

(iii) to avoid sudden changes in energy prices, energy pro-
duction and energy consumption.

Because these common objectives were obviously shared
by all its Member States, the European Community deci-
ded to define its own policy in this area.

Obviously, if there is to be cooperation between the
North and the South, the countries concerned must speak
the same language, ie: they must use the same methods
and criteria of analysis. The main problem in this connec-
tion is the availability for everyone of sufficient, reliable
information.

This problem came to the fore in the second half of the
1970s. Although there was a clear need to improve mar-
ket analysis and forecasting (by incorporating structural
changes resulting from energy saving), it quickly became
apparent that there was virtually a total lack of relevant
information.

+ 1 The Community energy planning cooperation scheme also includes a
section on the regions of the Member States of the Community.

This prompted the authorities and specialized institutes
in the Community and in the developing countries to look
into this problem. The first task was to create tools and
methods for the collection and analysis of energy data. In
October 1979 the Community decided to analyse energy
problems in cooperation with the countries of the Third
World. At the same time a group of research workers
from these countries and from the Community asked the
Commission of the European Communities to help fi-
nance improvements to these tools and methods.

To answer this request the Commission took the first
steps towards cooperation in the field of energy planning
in January 1980.

What results have been achieved?

Although funds were initially limited, cooperation has in-
creased considerably over the last five years.

Now, as 1985 draws to its close, we can look back on the
following achievements:

(a) The standardization of methods for analysing and
forecasting energy needs and supplies which can be
used throughout the world. Altogether, within what
is commonly known as the ‘EEC network’, this work
involved nearly 90 research workers from Europe
and the Third World, 25 of whom are working
closely together in the network’s ten research institut-
es. Work on these methods yielded various by-pro-
ducts such as the preparation of 40 energy balances
for countries in Latin America, Asia and Africa and
40 case studies designed to establish analysis criteria
and so to fill some serious information gaps.

{(b) The establishment or extension of energy planning in-
stitutions in Latin America (Argentina, Brazil, Col-
ombia, Ecuador and Mexico), Asia (People’s Repub-
lic of China, Thailand) and in the Arab countries
(the OAPEC Secretariat in Kuwait, the Jordanian
Energy Ministry).
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(c) The training in energy planning of 1 800 administra-
tive and industrial executives in the Third World
{particularly in China, the Asean countries, Latin
America and Africa).

(d) The establishment of contacts between authorities,
exchanges of experts, the organization of study trips
for 200 experts from Europe and the Third World,
and the exchange of information at seminars and
conferences attended by more than 1 200 people.

Let us have a closer look at these achievements.

The standard energy planning methodology for the devel-
oping countries is designed to evaluate the social needs of
consumers and the role of energy as a factor of produc-
tion in all sectors of the economy. Its purpose is to give a
better idea of the energy systems of the Third World
countries and to help with the basic decisions on develop-
ment strategy. [t also allows politicians, researchers and
industrial executives in countries as different as China
and Senegal, Argentina and Jordan, or India and Brazil to
approach the analysis of their energy problems from the
same viewpoint and to achieve comparable results which
can be used as a basis for the exchange of information.
These methods also include certain new features like the
concept of requirements (and consumption) of useful en-
ergy and the inclusion in the total energy balance of re-
sources and their progressive depletion. Lastly it should
give a clearer idea of the contribution of new and renewa-
ble energy sources, which often fall outside traditional
commercial channels.

Cooperation on the establishment or extension of energy
planning institutes is based largely on methods worked
out jointly. It makes possible the introduction of plann-
ing systems and methods by authorities, by energy insti-
tutes or by energy industries. The Commission’s role in
this connection is primarily to support Third World in-
stitutions and ultimately to enable them to do their own
energy planning.

It is essential also to train executive staff if energy coop-
eration is to be a success. Between 1980 and 1985 over
1 800 people received training, most of them in the
Third World and this generally took the form of experi-
mental field work by European or Third World experts
or sometimes work in university institutes. In the rare
cases where training cannot be given in Third World
countries, courses are held at European university insti-
tutes, eg: at Grenoble, Brighton and Berlin. Most of the
research centres of institutes working on the development
of methods within the EEC network hold regular training
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courses: Peking, Bangkok, Dakar, San Carlos de Bari-
loche, Rio de Janeiro, Grenoble or Brighton. This means
that a whole new generation of energy planners should be
emerging from this cooperation between Europe and the
Third World, and the fact that they understand each
other should in the future benefit all of our countries.

A particularly important training programme is taking
place in China where, over four years, the Community
has trained 1 500 executives from central, regional and
municipal authorities and from industry. The courses,
which are given by European and Chinese instructors,
are held twice a year and run for approximately four
weeks.

The organization of study trips, exchanges of experts and
seminars and conferences can do much to strengthen
common ideas and cooperation. To date the Community
has hosted a relatively large number of visits by delega-
tions or groups of experts. It has also organized, or hel-
ped to organize, a dozen or more seminars and conferen-
ces on energy planning in Latin America (together with
OLADE, the Latin American energy organization), in
Asia, (with ESCAP, the regional UN body) and in Eur-
ope (in particular in Brussels in December 1984).

What use is made of these results?

All the work done on developing planning methods and
training executives and on energy planning cooperation is
now beginning to bear fruit.

In Ecuador the Community has been working for several
years with the National Energy Institute (INE) in Quito.
It started by helping to organise the Institute and gradu-
ally helped it to devise a national energy policy. This
work has now yielded important results: the implementa-
tion of mining legislation, the establishment of a pricing
policy (particularly bringing oil and electricity prices into
line with those on the world market), aid for the use of al-
ternative energies (eg: solar water heating) in rural areas
and in towns. ‘European’ experts (in particular one local
man who was trained at the IEJE at Grenoble) have also,
for the first time, successfully applied the MEDEE-S mo-
delling system for analysing and forecasting a country’s
energy demand.

In Argentina and Brazil, the results of the energy coop-
eration exercise to develop energy planning methods were
somewhat different, since work on regional planning
started in these two countries (Noreste Province and the
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State of Rio de Janeiro). The planning of energy supplies
in these regions takes account not only of social require-
ments but also of environmental protection constraints.
Eventually there should be:

(i) an energy balance for the region;

(if) an assessment of energy resources and reserves in the
region;

(iii) a set of energy and economic indicators;

(iv) an energy model for the region (with different policy
options);

(v) an energy plan for the region specifying how the go-
vernment can use policy instruments (prices, duties,
taxes, financing, loans, investment, etc.) to achieve
the region’s development objectives.

In China, the methods devised were used for the energy
planning of a rural province and of an industrial centre.
In both cases, control of the energy input helped to meet
the energy requirements of these regions with very encou-
raging results (a 20% reduction in energy consumption
with an increase of approximately 20% in production).
The same methods are now being used for energy plann-
ing in the autonomous region of Xinjiang (equal in area
to the Community!).

Progress has been made in other, more specific areas as a
result of training schemes. Energy planning experts trai-
ned at the centres of Tianjin and Nanking are implement-
ing energy planning and control projects: one factory has
managed to reduce its use of fuel by 20%, and another by
25%, saving tens of thousands of yuan a year.' In one
town all the textile factories rationalized their use of en-
ergy: in a year energy consumption was cut by 20% des-
pite a substantial increase in production.

Different results were obtained in the Asean countries
{(where the cooperation scheme has been operating since
1982) and in other Latin American countries.

How much does it cost?

The cooperation programme began in 1980 with an al-
location of 650 000 ECU: now that the programme is
fully operational this figure has risen to 5§ MECU a year.
Some 80% of this figure comes out of the appropriations
for the Directorate-General for Energy (budget heading
706).

1 1USD = 18.27 yuans. This is because projects were begun later (not
until 1983 or 1984 in the Arab world) or because of local difficulties
(in Africa).

To date some 21 MECU have been committed for the
scheme (1980-85). This total can be further broken down
to show the outlays on the different parts of the scheme.

An amount of 6.3 MECU, 30% of the resources invested
in the scheme, has been earmarked for energy analysis,
studies and methods. Although very important in the ear-
ly 1980s (3 MECU was spent on devising the methodo-
logy alone), this aspect of the cooperation budget absorbs
less resources today.

The commitment of expenditure for the use of these en-
ergy planning tools (principally for drawing up energy pl-
ans) is increasing, however: 9.2 MECU for the period
1980-85, the chief element in cooperation.

Training represents some 19% of annual financial re-
quirements and between 1980 and 1985 was allocated a
total of 3.9 MECU. Comparatively little was allocated to
the other sectors:

1.1 MECU for seminars and conferences and 0.5 MECU
for hosting foreign delegations and for exchanges of ex-
perts.

Who is involved?

One original feature of the energy planning cooperation
scheme is the extensive employment of experts from
Third World countries. (See graph).

Of the 167 experts used by the Community in 1984 (half
of them working fulltime) nearly 80% were from devel-
oping countries. This is by no means surprising since one
of the specific and original aims of Community action is
to support local communities and to use existing institut-
es in the Third World countries, partly because they have
their own qualified experts who know more about their
own countries than European experts {(even apart from
language problems).

A third of the experts recruited are from institutes in
Third World countries which form part of the EEC net-
work (the IDEE in San Carlos de Bariloche in Argentina,
the COPPE at the Federal University of Rio de Janeiro in
Brazil, the INET at the Qinghua University of Peking in
China and the AIT at Bangkok in Thailand).

Another third come from other institutes in Third World
countries, many of them from training centres in China.
The other third are Europeans recruited from European
institutes (the IEJE at Grenoble and the SPRU at the Uni-
versity of Sussex) or from consultancies.
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Energy markets

Table 1 — Primary energy balance for the European Community

(Mtoe)
1979 1980 1981 1982 1983 1984 1985 19862
Primary production
Solid fuels 181.6 186.5 186.8 183.8 175.7 132.0 158.2 166.8
Oil 89.5 91.5 101.7 115.1 131.4 143.4 146.2 149.1
Natural gas 136.8 129.4 125.5 116.1 119.9 120.4 123.3 121.1
Nuclear 346 40.5 54.7 61.5 74.5 95.6 113.4 131.9
Hydro 12.4 12.6 12.8 12.6 12.5 12.2 12.8 12.8
Total 454.9 460.6 481.5 489.1 514.0 503.5 553.9 581.8
Net imports
Hard coal 39.6 48.9 44.2 46.2 38.3 51.9 53.3 47.0
Oil 488.2 435.7 354.0 326.5 292.2 300.3 284.5 302.9
Natural gas 37.4 43.5 46.2 45.8 50.1 57.9 60.5 67.1
Electricity 1.4 1.2 1.9 1.7 1.9 1.3 1.3 1.7
Total 566.6 529.3 446.2 420.2 382.5 411.4 399.6 418.6
Change in stocks
Hard coal/coke -10.8 11.0 8.9 9.7 2.7 -16.5 - 22 4.2
Oil 16.0 15.6 -17.2 -10.3 -15.3 - 5.8 -12.2 5.0
Natural gas 1.4 3.9 6.7 3.4 4.9 2.8 2.9 1.8
Bunkers 26.6 23.8 25.9 24.2 22.3 21.2 24.0 24.4
Estimated gross inland consumption
Solid fuels 232.0 224.4 222.0 220.4 211.3 200.4 213.8 209.6
Oil 535.1 487.8 447.6 427.7 416.6 428.3 418.9 422.6
Natural gas 172.8 169.0 164.9 158.5 165.1 175.4 180.8 186.5
Nuclear 34.6 40.5 54.7 61.5 74.5 95.6 113.4 131.9
Hydro 12.4 12.6 12.8 12.6 12.5 12.2 12.8 12.8
Total 988.3 935.6 904.0 882.3 881.9 913.2 941.1 965.1
Net imports as % of consumption’
Hard coal 17.1 21.8 19.9 21.0 18.1 25.9 24.9 22.4
Oil 86.9 85.2 74.7 72.3 66.6 66.8 64.2 67.8
Natural gas 21.6 25.7 28.0 28.9 30.3 33.0 334 36.0
Total 55.8 55.2 48.0 46.3 42.3 44.0 41.4 42.3
! Netimports/(gross inland consumption + bunkers). 2 Forecast.
Table 2 — Primary energy balance for the European Community
(Mtoe)
1984 1985 19862
1 v I 112 e 1v? 1 1 111 v
Primary production
Solid fuels 30.0 32.2 35.4 39.0 40.2 43.6 44.0 41.0 38.3 43.5
Oil 34.8 37.8 37.7 35.8 34.8 38.0 38.7 36.0 36.5 37.8
Natural gas 19.4 32.8 46.1 25.0 18.3 33.8 41.7 25.2 19.2 35.0
Nuclear 20.9 27.9 311 25.9 25.6 30.8 35.5 30.0 29.8 36.5
Hydro 2.8 3.0, 3.0 3.7 3.0 3.0 3.1 3.6 31 31
Total 108.0 133.7 153.2 129.5 121.9 149.3 163.1 135.9 126.9 156.0
Net imports
Hard coal 13.6 14.3 13.0 13.8 13.0 13.5 10.5 12.9 12.7 10.9
Oil 71.4 771 75.9 63.3 68.5 76.7 75.9 74.2 72.9 79.9
Natural gas 11.6 15.3 16.1 14.6 12.7 17.2 18.3 15.9 13.5 19.4
Electricity 0.5 0.4 0.2 0.4 0.6 0.2 0.2 0.6 0.7 0.3
Total 97.2 107.0 105.1 92.1 94.8 107.7 104.9 103.5 99.7 110.4
Change in stocks
Hard coal/coke 1.0 - 3.2 - 6.9 0.7 5.1 - 141 - 2.7 4.3 4.4 - 1.7
Oil - 28 - 23 - 6.9 - 1.0 - 1.6 - 27 - 2.4 4.3 3.9 - 0.7
Natural gas 3.8 - 1.3 - 4.5 4.8 4.1 - 1.6 - 4.1 3.4 4.4 - 1.9
Bunkers 5.5 5.2 5.1 6.1 6.4 6.4 6.1 6.3 6.1 5.9
Estimated gross inland consumption
Solid fuels 42.7 49.7 55.3 52.1 48.1 58.3 57.3 49.6 46.5 56.1
Oil 103.6 112.0 115.3 94.0 98.5 111.1 110.9 99.7 99.4 112.6
Natural gas 27.2 49.4 66.7 34.7 26.8 52.6 64.1 37.8 28.3 56.3
Nuclear 20.9 27.9 31.1 25.9 25.6 30.8 35.5 30.0 29.8 36.5
Hydro 2.8 3.0 3.0 3.7 3.0 3.0 31 3.6 31 31
Total 197.7 242.3 271.4 210.9 202.6 256.1 271.2 221.2 207.8 264.9
Net imports as % of consumption’
Hard coal 31.9 28.8 23.5 26.5 27.0 23.2 18.3 26.0 27.3 19.4
Oil 65.5 65.8 63.0 63.2 65.3 65.3 64.8 70.0 69.1 67.5
Natural gas 42.7 31.0 24.1 41.9 47.2 32.7 28.6 42.2 47.7 34.4
Total 47.8 43.2 38.0 42.4 45.3 41.0 37.8 45.5 46.6 40.8
! Netimports/(gross inland consumption + bunkers). 2 Forecast.
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Table 3 — Hydrocarbons: supply and disposal in the European Community

1979 1980 1981 1982 1983 1984 19853 19867
1. Oil (M)
Primary production 88.6 90.6 100.7 113.9 130.1 142.0 144.8 147.6
Change in stocks ! 16.0 15.6 -17.8 -10.2 -15.2 - 5.8 -12.2 5.0
Net imports * 485.6 433.5 352.4 325.1 291.0 299.1 283.4 301.7
Bunkers 27.5 24.5 26.8 25.0 23.0 21.9 24.8 25.2
Apparent consumption 530.8 484.0 444.1 424.3 413.3 424.9 415.6 419.2
Inland deliveries:
Motor spirit 83.9 84.5 82.6 83.3 83.7 85.1 85.2 88.9
Gas/diesel oil 175.7 158.6 147.5 140.3 140.4 142.5 150.8 151.4
Heavy fuel oil 142.8 128.0 108.1 93.6 77.8 82.5 70.1 65.2
Other production 96.4 85.0 80.4 80.5 85.4 87.0 87.0 89.4
Total 498.8 456.2 418.6 397.8 387.3 397.1 3931 394.9
Power stations:
Consumption 58.4 53.9 44.7 40.0 31.2 41.2 31.6 20.5
Change in stocks 1.7 - 04 0.6 - 14 - 2.7 0.1 - 0.5 - 1.2
2. Natural gas (Mtoe)
Primary production 136.8 129.4 125.5 116.1 119.9 120.4 123.1 121.1
Imports? 37.4 43.5 46.2 45.8 50.1 57.9 60.5 67.1
Apparent consumption 172.8 169.0 164.9 158.5 165.1 175.4 180.8 186.5
of which:
in power stations 24.4 20.3 16.9 16.6 18.8 20.6 18.6 19.0
! Crude oil and petroleum products. 3 Forecast.
2 Imports from third countries.
Table 4 — Solid fuels: supply and Disposal in the European Community
1979 1980 1981 1982 1983 1984 1985 1986
1. Hard coal (Mt)
Primary production 245.1 253.6 252.2 248.4 235.2 162.2 206.7 221.7
Change in stocks
Collieries - 5.6 10.7 8.9 4.2 0.5 - 83 -10.2 - 2.1
Power plants - 23 6.7 6.2 7.9 2.5 -13.7 11.4 6.2
Net imports 58.4 74.2 66.5 70.0 57.0 78.9 82.4 71.5
Apparent consumption 311.4 310.3 303.6 306.2 289.2 263.1 287.9 289.1
Deliveries to:
Power plants 166.4 179.2 176.5 184.0 175.8 131.9 170.8 167.6
Coking plants 87.6 88.4 85.2 80.1 69.7 69.8 75.4 76.1
All industries 224 22.7 24.0 24.5 25.4 24.8 28.1 28.3
Households 19.9 18.0 16.0 16.5 15.9 13.1 16.0 15.4
Total 296.3 308.4 301.7 305.2 286.8 239.7 290.3 287.4
2. Hard coke (Mt)
Coking plants
Production 67.3 66.6 64.2 60.2 53.5 52.8 56.2 55.8
Change in stocks - 8.9 0.8 - 041 3.8 1.4 - 53 - 3.6 3.0
Deliveries to the iron and
steel industry 58.4 54.3 52.6 46.3 41.8 48.5 48.5 48.6
3. Lignite
Production (Mt) 158.2 157.0 162.4 159.3 158.7 162.0 158.1 155.7
Consumption in power
stations (Mtoe) 25.9 26.2 27.6 26.6 27.3 27.0 26.8 26.0
! Forecast.
Table 5 — Electricity: Supply, disposal and generating structure in the European Community
1979 1980 1981 1982 1983 1984 19852 1986 *
Electrical power (TWh)
Total generation 1267.5 1277.6 1274.6 1271.4 1299.8 1 360.5 1424.1 1457.8
Total net production 1198.8 1208.7 1 206.1 1202.9 1229.1 1 286.6 1 345.8 1 376.9
of which:
Hydroelectrical 143.9 146.1 149.1 146.1 144.8 141.5 149.0 148.9
Nuclear 127.6 149.4 201.7 226.9 275.0 352.8 418.3 486.9
Conventional thermal 927.3 913.1 855.2 830.0 809.3 792.3 778.5 741.1
Gross inland consumption 1 283.9 1291.7 1296.8 1290.8 1321.6 13751 1439.7 1477.7
Available for internal market 1206.5 1213.9 1217.4 1212.0 1237.9 1287.3 1347.5 1 385.9
Input to thermal power
stations! (Mtoe)
Hard coal 88.1 92.9 91.9 94.7 96.1 80.8 89.4 93.4
Lignite 25.9 26.2 27.6 26.6 27.3 27.0 26.8 26.0
Petroleum products 56.1 51.7 43.0 38.4 29.9 39.6 30.3 19.6
Natural gas 24.4 20.3 16.9 16.6 18.8 20.6 18.6 19.0
Derived gas 1.7 1.7 1.8 1.5 1.3 1.5 1.4 1.4
Total 197.4 193.7 182.2 178.2 174.0 171.7 167.4 160.3
Net Nuclear capacity (GW) 22.8 26.7 34.4 40.2 43.8 50.7 62.1 74.0
' Conventional thermal plants in the public supply system. 2 Forecast.
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Energy Council
11 November 1985

The Council of Energy Ministers, under the chairman-
ship of Mr Marcel Schelchter, Luxembourg Minister for
Energy, met in Brussels on 11 November. The Commis-
sion was represented by Energy Commissioner Mr Nic
Mosar. The Council approved the much discussed Direc-
tive providing for the addition of substitute fuels to pet-
rol. This directive provides for the addition of certain
products, mainly alcohol and ethers, to petrol. Member
States have until 1 January 1988 to implement the neces-
sary domestic measures to give effect to the Directive.

After their agreement in June last on the main political
points that needed to be resolved in relation to the new
draft regulations to apply to the Hydrocarbon Techno-
logy and Demonstration Projects Scheme, Ministers con-
cluded their debate on these items. Subject to Parlia-
ment’s agreement, the new regulations will enter into
force shortly for a period of four years. Call for tenders
for both schemes will open in January.

At their last meeting, Ministers gave a first reading to the
proposed new energy objectives for 1995. They returned
to consider this issue in more detail on 11 November.
The Council held a full discussion on some of the key
questions relating to these objectives. They agreed that
quantified objectives should be adopted and that they
should cover such important areas as more efficient use of
energy, oil, natural gas, solid fuels, electricity generation
and new and renewable energies. The Ministers instruc-
ted Coreper to prepare a draft resolution for their consi-
deration at their next meeting.

The most detailed debate of the meeting took place on the
various items that were included under the rubrique of
solid fuels. The Council agreed on a six months extension
to the present regime governing the provision of State
aids to the coal industry (which was due to expire on 31
December 1985) to allow detailed consideration to be
given to the Commission proposals for a new regime.
The Council also agreed on the level of tonnage, i.e.:
8.5 M, of coking coal eligible for financial assistance in
1986. No decision was reached however on the proposed
social volet for coal whereby it is proposed to transfer
funds from the general EC budget to the ECSC budget to
alleviate the social problems caused by redundancies in
the coal industry. The ministers agreed to set aside time
at an early meeting of the Council in 1986 to discuss in
detail all aspects of solid fuel policy.

Commissioner Mosar reported to Ministers on the fol-
low-up that had taken place since the IEA Ministerial in
July on the question of oil product imports. He has had
further discussions with US Secretary for Energy,
Mr Herrington, and will be meeting Japanese
Minister Murata in December. The Council agreed that
developments will need to be carefully monitored over
the coming months to ensure that commitments to open
markets are being adhered to. The Commission will
make further reports to the Council on this matter.

Finally, there was a discussion on a Commission pro-
posal to increase the level of Euratom loans (for nuclear
power station construction, etc.). Ministers agreed that
from an energy policy viewpoint this would be a worth-
while development. Their views have been sent to their
Ecofin colleagues who take the necessary decisions on
such items.

The next Energy Council will be held in the early part of
1986 under the Dutch Presidency.

European Parliament: Activities of
the Committee on Energy,
Research and Technology (CERT)

The work of the European Parliament’s Committee on
Energy, Research and Technology was dominated
throughout the summer and early autumn by prepara-
tions for the ‘Europe 2000’ events in Strasbourg from
5-11 October (see following article). In addition to orga-
nizing the exhibition and symposiums held on that occa-
sion, the Committee drafted seven reports on different as-
pects of the new technologies and their social and econo-
mic impact for parliamentary debate.

* % %

The Commissioner for Energy, Nic Mosar, attended the
Committee’s meeting in Brussels on 16 October to ex-
plain the Commission’s approach to extend the current
regime of coal State aids for another six months. Follow-
ing a proposal from its rapporteur, Lambert Croux, the
Committee duly approved this interim measure.

* % %
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subscribed to the new energy objectives for 1995 presen-
ted by the Commission (Rapporteur: Mr Margot (Bel-
gium) Workers Group).

In 1979 the Committee had submitted its opinion on the
energy objectives for 1990. Since then the Community
has made a major effort to reduce its dependence on im-
ported energy, particularly oil, and ensure greater secur-
ity of supplies, particularly by diversifying its sources of
energy and reducing its overall energy consumption.

In spite of these results the Committee agreed with the
Commission that the effort must be pursued and stepped

up.

In particular the Committee doubts whether it will be
possible to reduce final energy demand by 25% by 1995.
The psychological effect of the oil crisis has worn off and
because of the changes in heavy industry it will be diffi-
cult to save even more energy. The savings potential in
the various user sectors will therefore have to be clearly
evaluated so that a realistic increase in energy efficiency
can be programmed.

As Community production might well decrease the Com-
mittee is concerned that greater dependence on third
countries might result from the increase in the proportion
of energy supplies the Commission sees being covered by
natural gas.

Whilst agreeing that we should emphasize the effort made
so far to intensify the development and marketing of new
and renewable forms of energy, the Committee feels that
the proposal to triple their contribution towards substi-
tuting other forms of energy for conventional fuels bet-
ween now and the end of the century is ambitious. Eco-
nomic factors such as price movements which could ham-
per the growth of alternative energy supplies should be
taken into account.

Where electricity generation is concerned the Committee
fully subscribes to the priority given to solid fuels and
nuclear energy. The Committee reaffirms the need for
sustained attention to matters of safety where nuclear en-
ergy is concerned and for giving the general public suffi-
cient information,

Generally speaking the Committee welcomes those Com-
mission proposals aimed at pursuing energy policy and
environment policy objectives in a balanced and coordi-
nated manner and is pleased to see that for the first time
the regional dimension of energy policy questions is taken

into account. This suggests the possibility of measures to
benefit the Community’s least-favoured regions.

ECSC Consultative Committee:
main activities in the energy field

At its 251st Session on 26 and 27 September 1985, the
Committee was consulted on a working document’ pre-
pared by the Commission’s services, revising the outlook
for the solid fuels market in 1985.7 The Commission’s re-
vised forecasts, which indicated for 1985 a market situa-
tion roughly comparable with that in 1983, were ap-
proved.

At the same Session, the Committee debated a proposal
by the Commission to amend the coking coal Decision.’
The Commission’s proposal was to reduce the maximum
volume for which the Community’s sales aid to coking
coal is paid from 10 million tonnes in 1984-85 to
8 million tonnes in 1986. The Committee informed the
Commission of its view that a figure of 9 million tonnes
would be more appropriate.

Eurostock

The 1985 trial phase of the European Community finan-
ced European rapid oil stock reporting system has now
been declared a success by its oil industry participants. At
a meeting in Brussels on 1 October 1985 representatives
of more than 90 oil companies operating in the EEC met
to discuss the Eurostock trial. The meeting, chaired by
the Commission’s Director-General for Energy
Mr C J Audland, examined the results that Eurostock
had so far achieved. The system, modelled on the long es-
tablished API (American Petroleum Institute) procedure
that is considered to work very effectively in the USA, de-
termines stock levels of crude and each main product
group on a country by country basis. In the trial, end-
month stock data has been produced within eight work-
ing days of month end. Other sources only provide data
after between 2 and 3 months.

Thus on one important element — timing — Eurostock
has clearly proved successful.

1 COM(85)419 final.

2 Official Journal C 177, 15. 7. 1985.
3 73/287/ECSC of 25 July 1973; Official Journal L 63, 11. 9. 1976.
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Overall coverage has also been excellent. Participant re-
ports account for around 85% of all industry stocks. Re-
garding accuracy, measured as an average over the first
five months of 1985 participants were pleased to note
that after only 10 months of operation, Europe has deve-
loped a system with accuracy comparable to the US API
system of 50 years’ standing.

At Community level (excluding France and Greece), the
average monthly error was around 2% for each of the
products measured (crude, mogas, middle distillates and
residual fuel oil).

Following company reactions at the meeting where the
great majority considered that Eurostock has passed its
trial and should be adopted as a regular industry report-
ing system the Commission will now, following further
technical discussions, prepare specific proposals to this
end and it is hoped that suitable organization will be ar-
ranged so that the oil industry itself can take over the
management and the funding of the operation when the
Commission’s role in the activity is completed at the end
of 1985. Commission services have nevertheless agreed
to provide assistance in the transition stage and the early
phase of industry management.

Relations with Algeria in the
energy sector

While attending the Third Arab Energy Conference in Al-
giers in May this year, Mr N Mosar, Member of the
Commission, took the opportunity to hold talks with
Mr Nabi, the Algerian Energy Minister.

On the conclusion of their discussions Mr Mosar and
Mr Nabi agreed that it would be beneficial to hold regu-
lar talks at departmental level to exchange views on en-
ergy matters and, where necessary, identify practical
forms of cooperation in this field.

The first meeting to arise from this decision was held in
Brussels on 25 October between an Algerian delegation
under Mr Bouhafs, Director-General for Energy Coor-
dination and Marketing in the Ministry of Energy, and a
Commission delegation led by Mr C J Audland, Direc-
tor-General for Energy.

The chief points discussed were:

— the energy situation in the Community and in Algeria;
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— the forms of cooperation between the Community and
developing countries in the energy sector;

— Algeria’s contribution to the Community’s energy sup-
plies;
— the involvement of European economic operators in

developing Algeria’s potential in the energy and indus-
trial sectors;

— exchange of experience in the efficient use of energy.

These discussions led to an improved mutual understand-
ing of problems facing both Algeria and the Community,
with regard to gas and oil supplies in particular. From the
talks there also emerged an initial approach to coopera-
tion in energy planning and training.

Both sides welcomed the outcome of this first meeting
and decided to make arrangements for regular contacts.

Surveillance of petroleum product
imports

A procedure for the surveillance of flows of petroleum
product imports has now been instituted by both the
Community and the IEA/OECD; this arises from the
guidelines decided upon at the meetings of the Energy
Council on 15 March and 20 June and from the conclu-
sions of the Governing Board of the International Energy
Agency when it met at ministerial level on 9 July.

The surveillance scheme will operate on a quarterly basis
and will produce data on:

— petroleum product imports broken down by category
and origin for each OECD member country and for
the EEC as such;

— developments in refinery capacity within and outside
the OECD;

— commercial, tariff and non-tariff measures applicable
to petroleum product imports in OECD member
countries.

With regard to the last-mentioned point the Japanese del-
egation at the meeting of the IEA’s Governing Board on
23 October disclosed its intentions regarding the imple-
mentation of the conclusions reached at the meeting of
9 July on liberalizing oil imports. The Japanese delega-
tion stated that this should be effective from January
1986.
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planning to increase information on project management,
and the development of proper instruments for energy
analysis and forecasting (energy flow analysis, EFOM
and MEDEE models) aroused much interest. As for de-
monstration projects, those favouring waste incineration,
high-temperature compression, heat pump and electricity
production by fluidized bed combustion process were of
particular interest to the delegation.

What were the concrete results of the visit?

An increase in cooperation in the field of energy planning
and management. This cooperation started in 1982 with
the establishment of a China-EC Training Centre for en-
ergy managers. There will now be a new joint training ac-
tivity in the field of electricity and heat management.

Concerning the training of energy managers, the follow-
ing issues were discussed:

— the training courses in the China-EC Centre in Nankin
(where 620 energy managers have been trained since
1982) will be extended to train Chinese instructors so
that this type of course can be multiplied through
China;

— a similar energy management training activity, includ-
ing energy auditing for industries, will be carried out
in Peking in the Municipal Energy Conservation
Centre;

— to demonstrate a successful result of energy manage-
ment in a factory, a model enterprise would be chosen
in Changzhou to complement the training courses in
the Nankin Centre (and later in other provincial
centres).

Concerning the area of electricity and heat management,
the following actions were agreed:

— organization of training courses for experts {2 sessions
per year) in the Nankin Centre;

— establishment of a similar centre in the North of
China.

The EC is requested to cooperate, as in the past, by pro-
viding experts (2 or 3 experts for two weeks each session)
and some teaching equipment.

The details of the projects and of the means of coopera-
tion were discussed by experts during the visit of the EC
delegation led by Mr Audland (see following article in
this issue). Subject to sufficient funding in 1986, these
cooperation activities should be launched in the spring of
1986.
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Energy missions to Australia and
China

Commission delegations led by Director-General for En-
ergy Christopher Audland visited Australia (5-11 Oct-
ober) and China (12-20 October) recently.

Australia

In Australia the delegation met with Minister for Energy
and Resources Evans, Minister for Trade Dawkins,
members of the Opposition, senior administration offi-
cers from all Commonwealth Departments concerned
and private industry representatives. Apart from an ex-
change of views on energy policy developments in the EC
and Australia, there were detailed discussions on coal
and uranium affairs. The Australians very much want to
increase their coal exports to the EC and have the capac-
ity to bring an additional + /— 60 Mt quickly onto the
world market if demand warrants it. The determined ef-
forts made in improving industrial relations in this sector
have paid off, with the result that Australia has been able
to increase its total coal exports by 75% in the past three
years.

There have been difficulties between the EC and Austra-
lia in the nuclear area recently, brought about by the Aus-
tralian ban on uranium sales to France — the country
which accounts for half of the Community’s total nuclear
output. The Australian Government’s policy limiting ura-
nium production to three mines is another area of con-
cern to the EC. During his visit Mr Audland stressed to
all concerned the importance of nuclear to Europe’s en-
ergy needs and security. If Australia was to take its share
of Europe’s growing needs for uranium then the Austral-
ian Government needed to create a greater sense of secur-
ity about continuity of supplies. He pointed out that
Europe is already buying around 10% of its uranium re-
quirements from Australia and the potential existed for
greatly increasing this amount if the right climate existed
in Australia.

China

The principal reason for the mission to China was to re-
view the operation of the Community’s joint energy
planning cooperation programme and to settle the lines
of action for 1986, following up discussions held in Brus-
sels in September 1985 (see article in this issue). Given
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the importance of China as a major energy consumer, it
was also important to find out more about energy pros-
pects.

Discussions were held with senior officials from the State
Science and Technology Commission, the State Econo-
mic Commission, the State Planning Commission and
certain Ministries, as well as Deputy Governors of the
Provinces of Jiangsu and Zhejiang.

The Chinese take a very pragmatic attitude to this pro-
gramme, being mainly interested in learning and applying
new techniques that the energy cooperation programme
is funding.

For 1986 it was decided to continue the broad line of our
existing cooperation and to add the following new ele-
ments:

— to assist with the establishment of four new energy
training centres;

— the provision of energy buses and/or equipment — in
conjunction with France.

As with most developing countries there is a shortage of
investment funds for infrastructural and other capital
needs in China. This means that limits on electricity and
coal production will, for the foreseeable future, tend to
put a brake on their overall economic development. They
are trying to counteract this bottleneck in the energy sec-
tor through the development of alternative energies and
more importantly through radically improving their en-
ergy efficiency. Much of the Community’s support is di-
rected to these areas. Although China has the resources
to be a major world exporter of coal and possibly ura-
nium, the lack of infrastructure will probably keep ex-
ports at their current modest level for the next few years.

TAEA General Conference —
Vienna 23-27 September 1985

The 29th Annual General Conference of the Internatio-
nal Atomic Energy Agency (IAEA) took place in Vienna
from 23-27 September 1985. More than 90 States, out
of the 112 Member States of the Agency, were represen-
ted, as also were inter-governmental and non-govern-
mental organizations.

The European Community participates in the General
Conference by virtue of the cooperation agreement bet-
ween the Community and the IAEA of December 1975.

The Commission delegation to the Conference was led,
as in recent years, by Mr C J Audland, Director-General
for Energy.

The conference provides an opportunity for those from
government and other international circles responsible
for the direction of nuclear policy to meet and to conduct
business at the Conference or on a bilateral basis. Sub-
jects among the routine business of the annual General
Conference are the approval of the IAEA annual report
and approval of the budget for the following year
amounting to some USD 100 M. This year the General
Conference re-appointed Dr H Blix as Director-General
of the IAEA for a second term of four years from
1 December 1985.

More specifically, the General Conference adopted on
27 September resolutions on South Africa and Israel. The
resolution on South Africa, inter alia, calls on all IAEA
Member States which had not yet done so to halt all nuc-
lear cooperation with South Africa and to end any trans-
fer of fissionable materials and technology and to stop all
purchases of uranium from South Africa; it calls on all
IAEA Member States which had not yet done so, to stop
all purchases of Namibian uranium. The resolution on
Israel noted that Israel had now committed itself not to
attack peaceful nuclear facilities in Iraq, elsewhere in the
Middle East, or anywhere else, called upon Israel urgent-
ly to place all its nuclear facilities under IAEA safeguards
and re-affirmed that any attack on a peaceful nuclear fa-
cility subject to IAEA safeguards would constitute a seri-
ous threat to the safeguards system of the IAEA.

statement to the General Conference on
23 September Dr Blix reported that during 1984 the
total installed nuclear capacity in the world increased by
17%. In both absolute and relative terms this is the larg-
est annual increase since the beginning of the large-scale
introduction of nuclear power in the early 1970s. Dr Blix
said that ‘for the foreseeable future, only conservation,
coal and nuclear can have a substantial impact on the
world’s energy situation.’

In a

Dr Blix also made certain references in his statement to
the European Commission’s ‘Illustrative Nuclear Pro-
gramme for the Community’,’ which had been adopted
by the Commission in November 1984 and published in
1985. He referred, in particular, to conclusions reached
on the additional cost of electricity produced from coal in
comparison with the cost of electricity of nuclear origin,

1 For a review of this programme, see Energy in Europe No 1,
April 1985, pp 25-29.
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and to arguments developed by the Commission in fav-
our of a regional approach to the problem of nuclear
waste disposal.

The general debate of the General Conference provides
an opportunity for statements to be made on behalf of in-
dividual countries about the progress of their national
nuclear policies. A development of major significance
was the statement by Mr Zhou Ping, Vice-Minister in
the Chinese Ministry of Nuclear Industry that the Chi-
nese Government had decided to offer voluntarily to
place some of its civilian nuclear installations under
IAEA safeguards at an appropriate time.

In his statement to the General Conference, on behalf of
the European Community, Mr Audland spoke about the
enlargement of the Community, the role of nuclear en-
ergy in Community energy policy, and the Community’s
nuclear research and development programme, with spe-
cial reference to the nuclear fusion programme. Lastly,
Mr Audland developed one of the themes of the General
Conference, in speaking about energy cooperation bet-
ween the Community and developing countries.

The Third Non-Proliferation
Treaty Review Conference

86 states gathered in Geneva for four weeks (27 August
— 21 September 1985) to review for the third time the
operation of the Treaty on the Non-Proliferation of Nuc-
lear Weapons (NPT), now adhered to by a total of
130 States. Such review conferences have taken place
every five years since the Treaty came into force in 1970.

The Commission has a clear interest in a number of issues
dealt with by the conference, such as nuclear trade
conditions, safeguards implementation and nuclear co-
operation, by virtue of its responsibilities under the Eura-
tom Treaty (i.e.: nuclear supplies, safeguards and exter-
nal relations). Officials from the Commission’s Directo-
rate-General for Energy therefore attended the Confe-
rence throughout.

The NPT is considered as a cornerstone in international
efforts to avoid the further spread of nuclear weapons
and hence in creating the degree of confidence which is
needed for the development of peaceful nuclear coopera-
tion and trade. Its main objectives are:

(i) the prevention of proliferation of nuclear weapons
and nuclear explosive devices;
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(ii) the promotion of cooperation between States party to
the Treaty in peaceful uses of nuclear energy; and

(ii) the cessation of the nuclear arms race and complete
disarmament.

Because of the importance of the Treaty itself, the out-
come of this conference attracted considerable interest, in
particular against the background of the 1980 Review
Conference, which failed to reach agreement on a con-
cluding statement.

This time, however, the Review Conference reached agree-
ment by consensus on a very substantial Final Declara-
tion. This was a considerable achievement, and should
strengthen the authority of the Treaty as well as the
whole non-proliferation regime.

Inter alia, it concluded that both Nuclear Weapon States
and Non-Nuclear Weapon States party to the Treaty had
kept their respective obligation not to transfer, and not to
receive or otherwise acquire, nuclear weapons or explo-
sive devices; and that the international safeguards system,
which verifies these undertakings, had performed effec-
tively.

As regards measures to strengthen the Treaty, the Dec-
laration urged adherence to the NPT by additional States;
pointed to the advantages of international fuel cycle faci-
lities, e.g.: in the fields of the storage of spent nuclear fuel
and nuclear waste disposal; and recommended the estab-
lishment of an International Plutonium Storage system.

The Conference finally urged fresh initiatives to deal with
the many obstacles (technical and financial) facing the in-
troduction of nuclear energy production into developing
countries.

Energy and economic development

A key question for energy economists and forecasters, as
well as for planners in the developing world, is how en-
ergy demand in LDCs will respond to growth and deve-
lopment. Are there fixed relationships between the in-
tensity of energy use (energy per unit of gross domestic
product) and level of economic development? Must the
developing countries necessarily follow the pattern of
steeply rising energy consumption that the industrialized
countries experienced during industrialization? Can high
levels of economic growth be achieved in the developing
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world without increasing pressures on the world oil mar-
kets in the longer-term?

A study made for the Commission jointly by the Interna-
tional Institute for Environment and Development in
London and ATW-Research in Regensburg' address
these questions. It provides a comparative analysis of the
relationship between the use of energy in its various
forms and economic development in 13 countries at dif-
ferent levels of development: India, Pakistan, Kenya and
Sri Lanka in the low income group; the Philippines,
Chile, Brazil and Portugal among the middle-income
countries; and the United Kingdom, France, the Federal
Republic of Germany, Japan and the USA in the high in-
come industrialized group.

Its conclusions cast doubt on the simple thesis that as a
country matures energy intensity must grow sharply to a
peak before it eventually begins to decline. The study de-
monstrates how the reality depends not only on the broad
mix of economic activities between industry, agriculture
and transport, but also on the structure of production
and consumption within sectors and within industries.

It is sometimes argued that LDCs with only limited en-
ergy reserves should either do without, or at least restrict,
the development of energy-intensive industries such as
iron and steel, aluminium, chemicals, and so on. In re-
ality, the study argues, the development of an iron and
steel industry, for example, need not mean such a big up-
surge in energy demand in LDCs as it has meant to the in-
dustrialized world: some LDCs at least can take a much
more energy-efficient approach to iron production
(through the use of gas for direct reduction) and to the
transformation of iron into steel (a shift from open hearth
to the oxygen process). Cement too can be produced in
many different ways involving very different intensities of
energy use. LDCs should look carefully at industrial tech-
nologies most appropriate to their energy situations.

Similar points can be made about agriculture. More effi-
cient and mechanized agriculture production certainly
brings with it a more than proportionate increase in agri-
cultural energy demand, directly through the needs of ir-
rigation and traction and indirectly through recourse to
chemical fertilizers. But the growth need not be as rapid
as it has been in the developed countries if proper atten-
tion is paid to land and crop management — the timing of
fertilizer and water application, crop rotation, new mixes

! Energy and Development: a comparative analysis of energy demand
structures of countries at different levels of economic development.

of crop types — and to the prices of energy-based goods
and services.

Particular attention is paid by the study to the role of bio-
mass in the development process. In many countries a
fairly rapid substitution of biomass fuels by commercial
fossil fuels has been taking place in the household sector
and the growth of conventional fossil energy demand has
been high and faster than that of total energy. But this
does not mean that demand by households will continue
to grow at past rates. Indeed the evidence from the study
suggests that in most developing countries household
consumption will saturate at much lower levels than in
the industrialized countries because of the generally more
limited role for space heating. Planners may get a distor-
ted view of the prospects for energy demand growth if
they calculate future energy requirements on the false as-
sumption of an exponential growth in household de-
mand.

Finally, the study also examines the important issue of
energy pricing in developing countries. LDCs sometimes
shy away from realistic energy pricing because of fears
about possible damage to industrial competitiveness and
harm to the poor. '

The study concludes that these fears are often misplaced.
Firstly, in most countries, energy accounts for a relatively
small share of total costs of production and the excep-
tions (cement, fertilizer or aluminium) do not represent a
large share of industrial production in most developing
countries. Secondly, most energy consumption surveys,
particularly in the poorer countries, have shown that the
use of commercial energy is largely concentrated among
the middle and upper income groups, while the poor rely
principally on wood and other non-commercial fuels.
Realistic pricing will be an important factor in constrain-
ing wasteful energy consumption and in influencing the
choice of appropriate energy technologies for energy-effi-
cient development. At the same time, the study con-
cludes, the energy needs of the poor could be better ser-
ved if some of the resources currently spent on subsidiz-
ing commercial fuels were diverted to other objectives
such as the expansion of fuel-wood production or the
more widespread dissemination of more efficient wood
stoves.

The full study, which contains detailed data on all
13 countries, will be published shortly in English.
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Document update

Main Commission energy documents, proposals, directives, etc. in 1985

Energy saving
C/85/1454  Commission Decision amending the Commission Deci-
sion of 14 November 1984 on the granting of financial
support for demonstration projects in the field of en-
ergy saving.

Hydrocarbons

COM(85)0453 Amendment of the Proposal for a Council Regulation
(EEC) on a programme of support for technological de-
velopment in the hydrocarbons sector (COM(84)658
final).

COM(85)0389 Proposal for a Council Regulation (EEC) amending Re-
gulations (EEC) No 1893/79 and No 2592/79 con-
cerning registration for crude oil imports in the Com-
munity.

COM(85)0385 Proposal for a Council Decision on the granting of sup-

port for Community projects in the hydrocarbons sec-

tor (1985).

Working Document of the Commission services on pet-

roleum product pricing in the Communiry.

SEC(85)1301

Solid fuels

C/85/1207  Commission Decision of 24 July 1985 on the granting
of financial support for pilot industrial and demonstra-
tion projects in the field of liquefaction and gasification
of solid fuels.

C/85/1208  Commission Decision of 24 July 1985 on the granting

of financial support for demonstration projects in the
field of substitution of hydrocarbons by solid fuels.

COM(85)0419 Communication by the Commission to the Council —
Commission Decision ECSC amending Decision
73/287/ECSC of 15 July 1973 concerning coa! and
coke for the iron and steel industry in the Community
(coking coal system).

COM(85)0525 Communication by the Commission to the Council
concerning new Community rules for State aids to the
coal industry.

New energy publications
Commission of the European Communites
Energy pricing

— Bulletin of Energy Prices Cat. No CB-B6-85-002-2A-C (4.41 ECU).
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Energy saving

— European Community demonstration projects for energy saving and
alternative energy sources — Flag brochures

No 22 Coal gasification at Westfield

No 23 Heat pump with absorber heat exchanger for a block of flats

No 24 Geothermal project in the new town of CergyPontoise

No 25 Project of the utilization of a high-temperature water-dominated
geothermal reservoir: the Latera back-pressure power plant

No 26 Geothermal urban heating at Pessac

No 27 Plant for the production of biogas from poultry breeding residue

— Energy efficiency in the EEC

(Obtainable from:

The Directorate-General for Energy,
200 rue de la Loi,

B — 1049 Brussels).

Miscellaneous

— Regional energy planning in the Federal Republic of Germany and
the European Community — Proceedings of Symposium, Berlin, 23-
24 May 1985.

(Obtainable from:

The Directorate-General for Energy,
200 rue de la Lo,

B—1049 Brussels).

— Glossary of terms of alternative energy sources (2 500 headings; six
languages (FR, EN, DE, IT, NL, DK); 36 000 terms and
references). Cat. No CB-18-83-001-6A-C.

002
(Obtainable from:
Office for Official Publications of the European Communities,
L—2985 Luxembourg (USD 18).

Statistical Office of the European Communities

Gas prices 1980-85 ISBN 92-825-5375-2 (Price — 11.11 ECU)
Electricity prices 1980-85 ISBN 92-825-5654-9 (Price — 9.94 ECU)

Operation of nuclear power stations 1984 ISBN 92-825-5623-9 (Price
—13.25 ECU)
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