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I fully appreclatewhat an honour the Centre Ehrnpoen Unlvorsi-:;;n
v,talre of Nancy has done me- 1n aaklng nc to speak to you here today.; S
- The invitation and the honour are not so muach fox me persona]]y a8 3
~for the Head of the DlreCuorate GbﬂﬁT@T of Loonomwc Affairs and :
'vEnergy of~E ¢.S. C. -~ E.C.8, C. whloh ig blazing the trail for “the
f’European communlties in the field of ‘ene ryy. However, for tne
:record, I must emphasize that wwht l an gblnp'to ayrmust ﬁ6t be
;taken a8 conmlttinﬂ anyones buf m“self. | ' e

L My talk forns par+ of a sories, of Whlch I kno% only the
’ fubgecﬁ titleS°'1t is therofonequlto possible that T shall mqke
vfl gome of the ‘Same n01nts as those oomlng bafore or - Pfter me,

ar eome f
'?17that oontradlct them. I apolog1ze for the renetitlons, 1f any :
“héy are due to the fact thaﬁ enargy pOllOV has to cover. most

-ﬂ;aspects of thn energy eoonomv, and maet ns far as p0531b'

_*Moreover, as I ohdll try to show you, bhe p031tion 10 st111 far
'from claer w1th regard to 1 ny os entlal elements of the problem.-,




My talk 1s to inltlate thut soctlon of th1 ‘uerlos of lﬂctures B
on energy\ddxﬂ1deals more pdrtloularly w1th économic pollcy. Thls
being’ so, and 51noe, beolGOO, I am: Ppeaklng to & Unlvor51ty nudlenco,

 which may be expected to- 1ook for 301éntif1c %COHT&CJ, I uhould like
to dlSCUSu certain fundament nl matﬁbrs in comnoctnon'W1th the e1ements
and the theoretloal solution of tho problem of an energy policy.

7 Of course, what I an oonﬂwrned with all thc tlne, and what you
are’ concerned with today, is the action that is in fact being taken
in this field. Thero oan be no velid theory that doss notb issue in
 poss1b1e aobion. Yet for many years as a Civil Servant in my ovn,’

.“oovntry, and for some tine as an 1nternzt10na1 Civil Sewvant, I have
1 en that what isg hardest to find for the purpose of oonductnng
fcon31stnnt econonic pOllOleS is neither -ability to make sound ‘and

-}f;j;penetratlnﬁ technloal analysns, nor’ keenness and. efilcleloy in" dgy-'

lVfco--da},* aot1v1ties~71t is the mental cunpment ;or formln B pnoture"‘
"jbf the dlfflcu]tles 1nvo]ved, probin the scone and- ranlilcatlonsi,
7;0f theiquestlon, and brlnging home to those holdlng polltioal

*,{'respons bx;l_yithe varlous margln of unccrtalnty ‘and: the nature

:5i;and 1np 1eat10ns of the a]ternﬂtLves -= or thp pbsonoe of altornatlves;v

VAccordlngiy,r 'am Hbing to trv to d011m1t the tw111ﬂht

o 'f f;ctawhich must be - tﬂken ‘into aouount in worklnw out an ennrny
'h’fﬁpollcy, then wi+h the. theoretlcal appro;oh to- the ratlonal fruming

' 0£ suoh o policy, and flnally with Wnys and neang .of arriving at a
f}practmcal solution. | | | .




"Con81derat10ns of fact needlng to be taken 1nto aocount in workir
: ‘ ‘ _out. an. eneggy polldY

*-The essential features of thc energy coonomy 1atter1y may be

summed up as bheing uteadoly-nncreasln koenness of oompotltlon'
and a definite imbalance therein.,

These two charac tcrlstics stand out skarply when we gl%nce'
over the course of teohnological progreqs to date and over. the
'structural devclopmenf of the enﬂrﬂy economy. And thev make it at
_once more neceasary and more dlffloult to reoonolle natlonwl

interests with the 1ntereqts of the European oonmunlty.ns 8 Whole.  -

A, Charaoterjstlcs of thc enorgv eoononv

1 The technolopioal revolutlon and competltnon




A58 _ : v These difuerences
'rfare so consmderable, even“if we take into- acoount ‘the dlveralty

" 5:‘of the types and grades 1nvo]ved and of thp degree of geographlcal

f;*protectlon ongoyed, as to raise g problem of" competition among
~the various European coals thewselves == g problem exacerbsted

‘ ﬂrby “the fact that the & C.S ¢, Treaty po tu1dtes the free movement

:fof ooal between oonmunlty countrj and another.

, , Mbreover ‘and still more 1mportant Europenh coal as such
: ”;is now undor very much hoav1er presuure fron 1mported coal.

'3Aner1can coal 1n partlcular, having been oompelled at an earller

S fstaee and under more favburable geologloal economlc and soclal

'é;;fcenditlons to adgust 1tself ‘to oompetltlon from other sou”ces of

hdo reglstered magor 1ncrcases 1n productxv1ty. Thus
’*gg;prpductivityaihlfhejAmerioén.3011ie$ies*hgsarisenl."

ing llke 800 in the 1ast elght’y@ars, aavagalvmt Europe's:j,-

. This coal, though vory economic to mine, was ot a reany
{fi:seriousucompetltor for ;o 1ong as. Europe wag I’I‘Ot”’tGd by its

o 1- i '”But of 1ate ovcrcapaolty and modernlzatlon in. the
_1pping~1ndﬁstry ‘have oomblned to send maritlme frelght-rat9s i
“txglng{ Average ooal frelghts have fqllen by more than 50




Technolog1cal p”ogrosyfhasﬁa oxbrouwht boutfswegp;pg

é_ln'the 011 end;gastmctoru.

= TNew prospectin dr11]1ng{ extractlon, tranuport, refinlng:f'f

i and dlstrlbutlon methods have rﬁdlcally alternd the supply p031t10h ?'L
 with regard to 011 ‘and naturqi gas. Ovo ©and. abovo the trem ndoue '
adVances in the worklnv of the older reSGrves, thvre has bben a
'stepplng—up of prOSperlng dotlvitl $‘Wh10h has reuuluod 1n thﬁ

dlscover" of a number of nnw ones.v'

It is ostlmated that there is already in the world a ‘
wurplus of 1nsta11cd or'potentlal Oll nroﬁuctlon o~p3c1ty aaountlng
to somethlng like 200 m11310n tons a Jeqr m= about cne-fifth.

of today's world productlon. With the tankcr flnet unaergoing
,modernlzation, more and more refinerles Pelnv bumlt at tfcteﬂlu'
'I‘p01nts in ‘the Europpan market, the" plpeljne nctwork grow1ng,
it e now a lact that nnnJ European COlll“rleS arc faced W1th

”::‘the loss of the geographloal protectlon they haVe nwthsrto enaoved.a'

Purther, tho praotloabillty:of reduolng ndtural gﬂs to

zfthe:81xtles, therefore, ”uropoan corl w111 be exposed to
722 COn 1derﬂblo competltlon from thls now quqrter as ueTJ a8 from

B Slde bv 81de wmth thl abund:nce of uupply, thﬁre has been
vrra w1den1ng 1n tho Ianpe of suppllerb.i We are hltﬂ@SSlng the-

Qﬁ'@ %mallrscgle; . yet but ccrtaln to dncrease, of 011
~gl»frém?NbrtthffiCa;lﬁé;e” 1tnéssi*g 8 comcback, 1so ‘minor but

imrfrom the aov1eb Uniou.  ,'




flina ibnéiaé%£-u§ Sfmthé7hnrkﬁt., In the 1nter-var perlod thar
'f': vkind of bulance, alntonod and controlled by a few blg A
.invernétnonal compnnles, which- amounted 1n prqntlce to. E;o rata
allooétlon in the Middle Enst serving to safeguard both rnserves

*and prlocs in the Unltbd States. Thls balance has been serlously
1mpa1red by 1ntan81f1ed ravqTry to keep or to . enlarge each
party?s sharé of the market == rivalry among the big: companles

Vrthemselves, and rLValrv between them and newconers seeklng to
make thelr way also, '

’ Technologlonl revolutlon drd organlzatlonal evolutlon have
comblned in a narket always hlﬁhly sensitive to the smallest

surplus of supplv 1o produce a price war centred on Europeq

The Unlted tates, a8 the Vorld'ﬂ biggest consumer (with
“'507), 1% endeavourlpg to & afegvard both its own reserves and
‘”, the profat margins nn 1ts own oil (which is more ‘costly than ' .
Vf:that 1mported from over,eas) by pursuing a o ore and more.- protec—'
1,,f 1onlst pollcv.” It is throw1ng on to the world market ]arger

'Tarﬂer'fOﬂnages of crudes and petroleuﬂ produhts 1n the hope )

Qof o dlng'buyprs. And this 1noreasbd cumpetltlon, caup1ed with

{the rlslnv“presuure from Afrxoan dnd Ru931an 0il, is pr1Nﬂrely R
 ocused on the vorld's qecona bl*ﬁest conuuwer, Ihrope (1 ﬂ)

LJ(N

o As a result the “urorﬂan comnunlty, thp one najor
"economlcwarea with no. oi] pollcy of -its own, tends to. be upeclal

1E;theatre'0f th price bdttle& waged, as part of this war of oil
"iagalnst ituelf.v -

Slnce ooal is st111 the main sourée of energy produced in

w:Ehrone (68%) while oil is for the most part 1nportod (crude 011

"‘_:;wproduced in tho Euronean conmunlty Teprcsent less than 20% of net

”fﬁ;mports of crudes and pctroleum products), the upncavals dn the
' ’,011 narket are obv1ously bound tc hava the most far—reaching
?repercu851ons on ‘the European coal market.




 own rlght, poseu g fort10r1 the problen of the relatlon of oil

For if the technological revolution with rogard to the supply
of energy 19 resulting in kecner and koener coupetition among tho f°
different sources of energy, that competition is still further

;'1ntensieiied by the process of technological deplopment which
is affbcting the demand for energy.,

- This process may be roughly described ag an increase 1n that
"M,port1on of the energy eeonomy in which, in con31der1tion of factors
, Arela:tlng to” convenlence in handling, thernal e f:.clency and flexibility

of- employment, petroleum products may usefully be substltuted far'f‘*
" coal.

Aocordingly, even if for the time belng we tahe no acrount
5;'bof the “further problems which-are bound to arise vhen atomlc e
f  energy beoomes -available, +the f&nts remaine that in consoquence f
,’:fof the varlous factors I have 1~sted the whole face of the cnergy
,5]:sector 4n Eurone is. underg01ng 3 rﬂllcgl change.

ThQ essénce of ‘this change is an outstandlngly rapid inorease o
'”Jln the consumptlon of petroleunm prﬁducts.

1955 - 1960

Growth of industrial production ... .., 120%
w " energy consumption .., ...'“56%
consumption of solid fuels ..., ‘17%

‘consunption of petroleum .
proaucts‘... 400% o

" n

1] 1]




. 011'3 share 1n Europe s energy consumptlon iq t”

‘Féby leaps and bounds. Whereas up to the Plrst World War y
’ market retained its n1neteenth-ccntury pattcrg,w1th coel serving Lifiv
to. cover practically the whole of demand, and wherhns eVﬂn'asflétely:J{
vas 1950 82% of the demand for prlnarj energy Was met by °011d fuels ,1

fh(hard coal and browm coal ), today solid fuels eccount for only 60%7?;;
:of the whole. 0il, on the other hand has. 1ncreased 3ts,share B

.from 12% in 1950 to over 27 1n 1960 ’

-The fact that coal thus represents éism aller and 011 [} lnrgerj7<»

proportion of a total energy consumption Wﬂlch has rlsen by 60p in

~ ten years also means that Europe is now mich more depondent than

__h etofore on 1uported enervv 0il 1mports, whmch 1n 1950 acoounted{f
;fcr some 10 of internal consumptlon, today account for somethlng |
11ke 28 7 ' S

Thp outstanding feature of the enprgy econony 1s thereiore’ v

vtrcmendously 1ntbn31f10d novpet1+1on —— compﬂtltlonlmvongrthe

;1me belng

ifAlmporfed nore and more - from ou»51de the Furopean oommunlty. e

fqr as pOSS1b1° to co—ordlnate the Vdrlous bonroes of encrgy Wlthln o

‘themsvTvmse

But such a policy can be effectlvuly pur°ued onlJ 1f
, account 1s takun, 1vst1y, of the- structurdl dlfferences affecting
‘tho competltlve capec1ty of thb 1nu;v1dual >ources of nnergy, and
,secondly, of thc dlffernncos 1n the nember -countries! upply and
. deﬁand p031t10ns, vhich ‘govern the countries! rbactlons to  a?'

k:1nternat10nal undertaklngs Lnt ared 1nto.




ral-factore 'nd competltion

, ‘he competltion with whloh we are concorned lS oncre
etween products whosv behaviour in “the markot is 1nf1upnced
“ ‘fbyfwhol1y dlfferent condbltlons of productlon und salc.__

The ooal sector ib charauterlzed by . cmrtann 1nhmren

ffr ggd _z_whioh is the comblned 8 sult of hlstory, of geopr
,,and of 4001a1 and political conSmdoratlons. .

woshy

, The ooalmlnlng 1ndustry is an old—estdbllshea one,
highly regionalizod one, and a. 1abor-1nton81ve oNne ww 811 poﬂnts -
-tendlng to make it less raadily adaptable t0o changﬂd 01rcumstunces

. The sconomy of whole areas has come to be centred on the,*3
oL work:ng of the coal fields end would become- scrlously unbalance&
' '  1£ the coalilolds Jcre Worked no longer. Thls would nece581tnte

i '1ndustr1al and &Ocldl redovelopment - 1ncvitab1y a 1ong and
‘difficult prooeas. ’

Again, the 1ndustry b@lng one in which considerab]e tlm
~;must elapse before new units are ready to go into nroduct*on
 and capltal invostment can yleld a return, it cdnnot re spond
, iprompt1y to a rapld rlse in demand (tbn to fifteen ycnrs arc e
lineeded to: brlnp a new pmt into on@ratlon) Knd as ’a,labouv-
“:7'1nten81ve industry ~= Jabour coqt% amount . %o 60%. of 1td totul
costs, ~~ it con adJust itself only Lnadoquat@ly and. by otaaes ,
éto a sudden steep fa]] in dewnand. Vhat is: more, when a.substantia‘
ﬂhrlnkagm does ooccur in the oo]llery labour foroe the result isy
Zunder some: gocla1~security Bystens: now 1n force, bhaf the ooal ,
'jiproduced today is still more heav11y burdened, and its compet:tlve ]
capacity 5till further impaired, by financial charges from the
past in the form of ~pensiond due to the now~ret3red miners who
produced the coal of prev1ous JPﬂrSa '

And then, wuh two~thirds: of 1ts ohflrgres of the lrind deqnmb sd
as "varlahle“ the ooalmlning 1ndustry ig 111 suited to qtand up 1o

fluotuatlons in the market sltuatlon: ofton rcstrlcted as to 1ts pri




In tho cas of oil - to tako only on@ of ooal's.competltors -4_:'

;Ethe whole pattcrn 15 qulte d1f1orent and a prnat d*al more flnxlbleyf

Tha 011 1ndustry 1s capltnT-lnten91vo' ist oapitaf costs
represent about the same proportion of- its total eynenscs as do »"N
‘wage costs 1n the coal 1ndustry. Most of the e costs, 1n01denta13y,
‘are borno out of the oompan:es' own c%pmtal resourCQU; 1n ac001dqnce
'w1th “the 1ndustry's tradltlona] pollcy of c'ﬁlf Plnan01np._u' 

7 _ As Well a8 1tu vclatlve &detﬂblllty as to tonngpes supn11ed; LU
_~"whioh it owes to its abilltJ to somc bxtent +o regulate thn volunm"'fi’
51 0£ productlon or the f]ow oi 011 from the »wm]ls, tho 011 industry :

i'elrl;;o;ys a ccrtaln flexmbillty 1n its prloo strqtvgy. il |

. Thls is due,~

7- flrstly, to tho very substantlal f1n3n01al oharges Whlch unllke
labour charges, can, up to a p01nt, bo sprpad over oons*dcrﬁble :
porlods- T ' o

- secondly, to the faot that a- numbor of "llnked proﬂuots" aré
:turnud out ﬂlongs1de the potual orude° thlq mcﬁn ;thut, w1th1n
fucertaln toohnloal Jlmlts SEe LS pO%SJb]f to. ﬂtcn up or‘down the
respectlvo proportlons of thae products Obt&ln“d Lrom the crude
rﬁand at the same- tlme, accordnng “to thc sfate of the market and o
fthe competitlve pog 1tlon, to pur we s price qtrategy mnknng the ,_7 e
vﬂmopt of* the fact that the moLor sp¢r1ts have . their mquet pretfy
‘much to thomselves, Whnreas the fuel e¢ils ere to a Freat
“extent din: oonpetltlon wlth coal g ‘

‘ thlrdly, to thm clrcumstdncc +hau the 1ndustry is made ubYOf very
1arge conpanles wh:ch genurq]ly oontrol cvwry of operatlon from

:Tproductlon down turoagh transport and. roflnlng to; dlstrlbutnon,

?-and Whlch sell all over the w'orld. SR L




AIn-the 011J1ndust_J, thereforc, not onlyv an

‘7;T  1_ ) .5 and'prof1ts be spread;ovar a porlod and varled_noco,d’ g‘to
- S 'fcunstances, but there 19 the addltaonal advqntage, fro

>{p01nt of view of compntltlon, that it is p0551blo to selent't;e
fgeographical area and “the exact stage in 011'3 Dassage frcm:
Wells to the end oonsumnrat WhJGh losses and prof its should be
recorded for the system as a whole to continue brlanoed and - 7
vigorous, and- for petroleun productq +o compcte to thn full w:thl;f-,”
other soufoes of energy, T o

7 And there 15 the further fact the ruTes of competltion
1mposed on coal by the Tweaty of Pﬂrls ar@ not 1nposeﬂ on 011
by the Treaty of Rome.: Thh oil 1ndustry is, tharefore 1n a ,’
poqlblon to of fer dlfferent terms o dnf orent buyero. e

'o
s -

, 7 ThlS compet1t1on among - the seurces of energy, thon wo inten-ff'
:81fied, as we have. secn, by the t@chnologlcal revolutlon == 188 Vf:i
»;eonpetltlon anong ectora Whlch for: deep—snatcd tructural reaoonsrgh
.' 3are unequally . equipped to conduot it. . ' '

ﬁnd if we turn from the technlcal and economlc to “the -
"organiaatlonal aSPect wo find the same contrasts National raactions 

. vary in aceordance w1th the differences between the - encrgy supply-
A and-demand pO&lthnS of the individual oountrles, and 5o rclash -
with tho 1nternatlona1 undert aklngs which thosge- countrles have
_entered 1nto for the purpope of establishing a sing&e enorgy
narket., '




tmon of Burope, thu Vain Ieaturezln whloh ﬁs we have see _
the rapld rlse of 011 ﬂnd rblatlve duc]:ne of ooal, has vurled
'; very con51derably in 1p01nuenoo from onn‘oonnunjty country to

another.'

’ Proportlon of enorﬁy consunph{on rcpreuonted by 011
oo_nd s0ldd fuols respeoti - {dn. p)

| gernany | Belpinn . fFraﬁéé_;¢ ItaTJ o Luiégﬁufg Netherlands,;~
5'1050 1960 1950 1960 1050 1960, 19%0 1960_; 1950 :‘1,';96,0 1050 1900

oom i_'93 6 |7641 [69.8 7, 6 7),4 55,540,7 16,4 - -
: ;_'O__i,l,_: L] 3:9[2004| 9,928, 1 117 5(28.4 (21, I3 4}3‘;"34 - =

| o0,7/48,9
|1 |a.e

i %?8 oomoR mod ] 1624 2004 - 2e4m |-

In 196 011 acuountod 1n Germany for anproy;:mtdly 20
of total enerpy conbumption, in Belglum and Francerfor 28%, 1n
-,Italy for 43%, and 1n tho ﬁéther]ands for closo”én“)Ow =
73;st111 represent od over: 75% in Gprw ny, over- 70% 1n Belglum,
ialmost 5)ﬁ 1n Franﬂe, almost bOﬁ 1n the Nptherlands, and 16%
in. Italy. But to glve & true plcture of the current positlon
*'>f theso figure 3jhave to be viewed in the contpxt of the

:-3jtremendouo chqnge that has tahen p]ace over: the rﬂst tbn
'V*years.—-" ‘ = '




1950 to 1960 011 consumptlon 1ncr9ased 1n

162%, 264/2 and 200%. |

These ulSp&rltleS both in the earller energy pouitlons of .
 the dlfferent oountrles and in the pattern of ohange are one of
7 ~the maln faotors explalning fhe eountrles' varylng reactlons to
"‘17,;any given measure of energy polloy. -;%,/ Lo ‘

o A second factor is that the nature of each counbry's o
’Hirequlrements and resourcus is such as to Jake it elther markedly
7  3we1l supplled with 1nd1genous energy, o markedly dependent on -
'Viimports from thlrd countrlos.' Thus “Germany: Was able in. 1960 to ,
‘H,; eover 93% of its energy consumptlon out of hone productlon, France 75%
i :Belgium 65/o ‘o Netherlands 50% and Italy only 46%

Furthermore, ‘some community countrles are in process ,
_;of constructlng large capao*ty reinnerles whloh are. maklng them
'r:more depondent on out81de areas as ret gards both supplles and

ifﬁimarkets.;;iiiff

L Ntltin g

The dlfferences in the reaotlons evlnced by the various ;"
;oountrles ) not due . entlreiy to the dlfferenoes 1n therr*
ﬂpatterns of supply and the' degrae of techvologica* developmant _
f éé of fuels.‘ There have been quite a number of contrlbutory -
 °; ifactors, which explaln the manner in whmoh -each’ country hag .-
g;:ﬁsought to handle the new 81tuation w1th ex1sting muans, taklng due '




v,iaccount not only of present cons1derat10ns, but also of a S
':en81t1v1ty that has been moulded and fashioned by pnst experlence
;and in- part oondltlons Judgment a° to the future. A

- For 1nstanoe, the preeenoe or othcrw1so Ain a country of
the headquarters of an 1nternat10na1 company concerned 1n thp
working of Middle i astern reserves is not unconnected with such
and such a. type of reaction. Agaln, ‘where a pollcy of prospectlon
and production is belng pursued, whether by the autborltles or
by prlvate entreprlse, the reflexes are not’ thg same as where ;
the policy is focused on the proce851ng side or on 1ntcrn%t10na1

‘wholosale trade: as we go Irom one country to 1nothe we '
encounter a whole range of comblnatlons between the positlon of

buyer and- the position of suppller.

Indeed within a single country there are oonfllctlng 7
oplnlons, regional Clalmu, dlfferlnp views as to what are laetlng
elements in the current situation and what are not. -All this
has. resulted in different reotlons, if not ropardlng alms, at

‘ any rate- regarding means.

Thus in Germany the suddenneus with which fuel oil
1nvaded the market led, folloW1ng the failure of the attempt to
set up a coal=oil cartel to the: 1ntroduot10n of increased pro-
teotion for coal, aamlttedly intended to be temporary. this

'prOV1des flrstly for ‘a duty on 1mported coal (1n excess of a
,_duty-free quota)“ and secondly for a temporary tax on fuel 011.

(Home 011 productlon 1s ‘also covered by tqriff proteotion,
'11kew1su of a temporary nature)

The coal situation in Belpjum is such that E.C.S,0C, has had
to- "1solate" the Belgian market from the common market, - under
Article 37 of the Treaty of qule. &ven so, Belgium has also had

to. 1mpoee heaV1er taxes on fuel oil,

- 54445{ 9;




‘the _ypps of coal produced ant thﬂ ebsence of hydro-electrlc
L',fresourc r:n addltlon, the State controls part of" the coalmlnlng

'"}industry, and also the gas sector. The policy appears to be to

‘7}5develop a. magor reflnlng 1ndustry, nalnly focused on 0xporzb,:tlon

l,and enJOying some degree of nrotect:on.

7 : This is Italy's obgective also. There the substltution L
‘_1:of fuel 011 for coal has gone further than anyvhere else, though }fj
'7A p]enty of scope is also 1eft for the dcvelopment of natural gas :

'fn?and of | hydro-electrlc resources. The taxes on fuel oils (the

(fprloe of" natural s 18 linked to that of fuel 011) operate to
some extent a8 a co-ordln tlng element as well as 3 f1soa1 :

*~dev1ce proper."

The most compllcated cnse is FTﬂnce, whose energy cconomy
ig the nost leGTSlfled.A France has extsn31ve coal and hylro-
' e1ectr1c resources' it is the seat of a company opera ting in B

’the Middle® East; 1t is engaged on an 011-prospecu1ng prograﬂme
7»both withln 1ts own terrltory and overseas. No use is made of

'7__taxat10n as an instrument in this comnection: the aim is rather

VJf;to oontrol the pwttern of supply in respect both of oil- and of

d-counury coal.: Ex1st1nb leglalatlon furnlshes the govbrnmentfw

l1n respbot of the price btructure of the diiferent

ing products.




2 m ntal undertaking

is w1de varlety of natlonal attltudgs, duo to- the dlf

*1n na,10nal p051tlon, is, however, in oontrad:ctlon to ﬁhe roqu_

monts of the rolevant.lntcrnatlonal undortaklngs.

The obgeot of the Treqt;es of erns and Rome 15 to brlng abont
the gradual 1nteprat10n oi the natlonal economles, in ordnr to allow o

produots to move as widely and as frpely a8 poss1b1e.

The nember mtdtCa of the Europonn oomnunlty thus ‘come up
against the llmltatxons 1mposed by the- troaties, which vc%t powcrs
':1n the varlous Inst1+ut10ns, w1th1n the framework of certain rules,r,
~ and prohlblt a number of practlces whlch were formorly qulte '

commonly resorted to under natlonal p01101es.;

, As regards energy, tho effoots of th@ 1ntroduot10n of the
~ocommon mﬂrket are oompllcated by the fact that one'uource of energy,

coal, mainly derived from within tho European communlty, comes
. undor the E.C. 5.0, Treaty, whlle all thevrcst‘oome under the

Treaty of Rome.

A start has bmen made on doallng with tho problem of the two'

-dlfferent sets of institutions havzng rcsponaabllity for energy -

'_products, but thére still remain the problem° involved by the tWO"
dlfferent gsets of rul.es. applylng to-coal and to the other sources

- of energy. To take only one exa umple, the E,C.S. C. Treaty ior
Vstricter in that the requlrements it 1mpooes on coal w1th regard to
condltlona'of compotltlon, and 1n part:cu)nr to- non-dlscrimlnatnon, B

" have no parallcl in the Trcaty of Ronc, which governs thb 011 -~

“sector.,’ IR ,",, B : .

Accordlngly, under thls rules and prohlbltions, the member

' stmtes havp been deprlved 1n advanoe, elther in one oweep from 57,
the start or by fixed stages, of c*rtaln tradltlonal means of actlon,,'ii
and this at a time when raplde nnd radlcal changes are demandlng
,rapld and radloal adgustmont. “This. 1s, 1ndood, felt to be i

; unfortunnte.










, f*»‘ob».aeegi_. 5

‘»include

';:_max1mum chompness with complete froedom of ch01ce on the part
" of the consumer; . . : :
v ;Lfﬁcontinulty qnd securlty of °upply,
'T‘j"full employment-

,*”;naximum eoonomlo growth and max1num relslnp of oonsumers'
;<standard of 11v1ng, SO : A : '

fand others. o

Schematlcally speaking thore are two eytreme positlons

Jbeln the Europe%n communlty, the flrst exP1101t the eecond rather i
“f‘impllclt-;;isu.¢ - S =

The proponents of the flrst th051e glve nrlorlty to onsurlnp

ieeg“the 1oweot ‘possible prices for onergy- slnce “they observe thqt

llow prlces today are mainly thoee paid for 1mported enerﬂy, they 7
e‘urge that cowmunlty coal should a Just itgelf to - the prlce level
~of the competlng inported products, even if in absolutee figures,,

'.that could only result in a maaor contraotlon of coal productlon.

The second ochobl of thought is in favour of preforentlal g

"fﬂarrangements for oommunlty energy, for varloum reasons of whlch

'}one of the most important 1s socurlty of SUPPLy e Bas1ng themselves -
ﬂon the seme premlse as to the dlsparity botween ‘the home and tho

m"flmported prlcos of energy 'y they advocate ennrgy POllCieS d951€ned

‘o;to preserve a predetermlned nuoleus of Duropean ooal production
e;;(and also SQme degree of preferénoe fOr European 011 productlon)

But even 1f one of thc proposed crltcrla 15 given prlde of
fplace, most or all of tho others a"e praotloally advocated urged
s wel ;}as correotives. s :




Securltv of supgéy

The COncept of security calls for very dotalled analyses,

;clearly definlng exact]y whmt risks are anOIVLd and what would

‘be a reasonable prloo to - pmy for precautions to reduoe them - 1nvi"

' other words, analyses Which would provide an indloataon of what
would ‘be a fair insurancc premlum against potentlpl rlsks of thls !
kind.

If we - bsar in’ mlnd that, roughly opeaking,_ln ten yeurs'
,time, w1th ooal productlon at approylmntely the same lovel as
now, Europe will have to 1mport vory noarTy tw1oe as much 011
‘as 1t does. today (280-500 mllllon tons hard-oonl equiValont, as
'agalnst 150 million at: pres(nt), it e obyious that socurity

depends much more _on the dlvcrsnflcutzon of ail supplx than on

zmarglnal varlations in coal productjon.; a

What ie odd is that tho problen of securlty is’ for the most _

211 »A d by the ooal~producing counfrios, whlch
'j:are the 1east affected, dnd m1n1mlzod by the 011-import1ng
 countr1es, Whibh ought to be: the most Worrled boutrit.u~-




te apart frbm‘the,fact that Eurcpe's own coal stocks ~.re ' L ;
i»egﬁrded as.: a oommon element of securlty, even by the countrles
ilhot thenselves produce any, ‘these dis sparate ruactlons -
suggestithat the VluWS exprcssed w1th re zgard  to serurity are ‘usua lly
,1nf1uenoed by th oontrOVGrsy between the coal-produclng and the _
ijoil~import1ng oountrl e, and corrospond to differences of onln1on as

7to the prlce of energy among the varlous countrlcs of Burope.

In nctuﬂl faot the seourlty problem is a resl one. 4nd it
 1$ pretty well equal]y a problem for the whole of Europe, which is
k; ,bound whatever happens, at any rate untll atomic energy becomes

~“ava11%nle on a mnaor soale, to become 1noraa01ngiy dependent on

',1mports for 1ts pnergy consnmptlon.r

B : Onco thls truth 15 accepted it ‘becomes obv1ouq that a nunber
.iof safbguards are essentlal, Vlth regard to such natters as supnly

7ones, StOGkbUlldlnP, proportlon of multl-flred plant and so on -- all
~of whlch 1nvolve heavy expense, which would need to he adjusted and

“soaled to the nature and extent,of the risks incurred.

When thls problem of securlty has been clearly stated and
’dealt with == that is, when the insurance premiun has been correctly

calculated--— it then remalns to dC¢1no the economic nin _proper

to be adopted for the purposos of a n cnergy policy.

In general, the;alm is to obtain supplies at the lowest

possible costs

. This is, I think, fair ohdugrh. But it is no casy matter to
deflne these "1owe9t p0881ble cost" - If we go at all closely into
,,‘the concept, we flnd that it makes sense only if a long-term Sdpp]y
schedule is worked,outxflrst. And such a schedule, if it is to
* be a valid and'accufdﬁe one, mst take due account of a number of

;“;thghly‘oomylex and in wany casés;ohancy factors,.




2 The optinum flow 0 bupply in the 1on term ﬂJll be thut
i which makes energy ava bbla to that comnunlty at the 1owost costs.

7 These costs are not hQWCVGri;thb CQBts rullng nt any
:;Partlcular junoture 1n the market° th Y are thc costs corrngpnndlngAf
o stable and. lasting longbterm”bperatinp condltlons.; (Thus for -
,ﬁglnstance they are not deprociatﬁo s aotuqlly writton off, but
ifdepreoiation as ertimatod over;’ 1on perat1ng poriod; they are »
;not the marltime frcight-ratﬁs as quotnd fron day to day, but the-j f;;
,cost of the normal replacement of the Ieot) L e

: In soeklng to plnp01nt such costs, therefore, 1t 18 ncceqsary{il
-f_'-‘_;to plot over the years ’che Dupply cu*eves for the vu,ra.ous 1nd3 unous :
;ooals, for tho 1mported coal&, for 011, for gas and 80 on - that

‘?18,‘the dlffcront qmounts 1ikely to ba on off er at dlfferent prlces f;f

'zﬁat dlfferent dates.'

Thnse supply ourves 1ndlcab9 as fully as possible the 7
-, marg1nﬂ1 costs. of expan31on and contraotlon of the- varlous souroes

: of energy concerned, for the communlty ag o whole.:

7 Needless to say, thc supply ourves will bo aocurato only $o :
_thc extent that tho hypotheses on which they nre based are acourate.fi

l.It is nooeosary that the prices 80 c&lculqted should take account of ,‘
fall costs and,all proflts accrulng for the community at the p01nt |

wof balance chosen botween indl nousvsourccs and imports,




Thus'hypotheses as to the 1onguterm prices of onergy 1mp_
:'-aklgaccount of the long Tterm Paotors affe soting bhe supply 0
the'varlous qourcbs of energy 1mportod == including the rlght

1nsuranoe pvemmum on these. For example, in thu oas of 1mported
coal any attempt to work out the novement of American. “coal pr:ces
must ‘take into consideration enercy polloy in the United Sta ates
(fooused, 1noldenta11y, more on o;l than on ooal), ~Xﬁort demand,
froight-rates and so ong in the case of 011, a hypothasis must cover
the cost of prospection, the new 1nvosbnont needed, the cost of
transport by sea and by pip@lnne, therp0081ble reactions of the -

producer countrmes, the trend in world demand, and various other
' "factors. ’ ' ' E

On the basis of these 'préliﬁ{in?ary' analyses, it will be
possible to plot the supply curve for 1mportnblu sources of energy.
These curves must then be compﬂred with the curves 1nd10aﬁ1ng the
contractlon costs of 1ndlgcnous coal,

A

But in computing the contraoclon coats it is also necessany'
‘,to take into account all charges or advantages to the community

as a result of any contraction in i degenous -coal production

- (chargos in connection with rn~omp]oymnnt of labour, area redevel op=
ment, expansmon of export industries to pay for addltlonal imports
of energy, advantages aceruing from the higher labour productivity
in the export sectors than in thn coalmining industry, etc.)..

‘ _ In other words, the coalwprodvoing countries have to agses
both the cost and the valuo to Lhem of their pos 81ble tran31t10n
- from the p081t10n of energy prcducer to that of energy importer,
and establish the point beyond which thr cost will in the long
term exooed thc value.




The'countrles not producing coal of thplr own woqu obv1ousl 3

‘arrlve at a d1f¢orent optlmum,,';nce they ‘have no oontractlon costs

to deal With 1n thls oonnectlon.”

- Zosumup ¢ -'»S'“mfﬁ

;The nim to be adopted inrnn energg;pol:cv 1s dcfermlned 7
by he optlmum lonp»term energy sgpp;y scheﬁule for the communltv

A“"akes account of all the>;i 
:é; dlrect and 1nd1rect, of‘the altarn%tlve U1t1‘5‘:f?;7

glven conmunitv with a piven geologloal °00n0ﬂlo and

kfsocial structure, thore can bo onlv on@ optlnum p01nt of b

aJance'~*



”flt 1s neoeqsany

' (a)*ta-h&ve

(b) to work on a level conSIStent Wlth the’

(c) to have the rlght persnectlve a8 to goographlcal
factors, '

Je ASpects o _be taken into_account in worfln”‘OHf-thefdpiimum'z'
Supply schedule e e e e

(a)~Persnective as to tiﬁe.factors

The con rntlve tahulatwon of current condltlons of GOHPLtltl
Vas between national anﬁ 1mp0rte& sources of energy would be
of value in working aut a lonvbterm aaguswent obJectlve onTy
if the supply conditions for 1@ported energy could be oounted
on to renain unchanged over a long n‘rlod.' It ig, howevcrl o

- quite hopeless to expect then to do anythlnm off

both of the changes which are likely to- take plnce 1n-the R
technical processes connected with th%t uunply, ﬂnd of the
: headlnng expznsion of world demand.

k'Mbrecver, the fact thmﬁ the con lwiuihﬁ 1ndustry'td_fch'° SR
long to adjust itself - owing to the 1eng$h of tlme required .$ 1
for investment to ylell regults and to the sorlal conpllcatlons Vf:
arising in the event of rcontraction and redevelopUGnt S mezns _ :»
that thé basic dicisions as among the varlous naaor 1]ternnt1ves

have to be nade well in wivmnue.

Mergy policy thus c““hlsﬁs of - PTQSﬁnt ?édiéiéﬁ§’fb¢ﬁééd; 
o distant future. - e

_ ;gr,
the figures corrected in aavﬂrdznce Wlﬁh any freqh da_ :
thraw1np light on thenm. ' '




'»seveny energy-produclng or. nnévgy~oonsumine!u1 t.is roﬁurnedi g
these: objoctlves. Andvto,the extent that . econom1c,opera or
have a oonsmstent strategyfthqymay be 9axd to n 1e an'opt__rf

'1,;economio pollcy on the mattérs W1th Whlch they » 4

But a few examples sufflce to demonstrate,that the prs

'1of this optlnum on the basis of 1solnted and 1ndependel'"

fassessnents 1s 11able to entall coats to other ’ and to the

so 1t 1s neceseary to eVQluate th oosts ani-z-

Zonly the saving represen~"d by‘a'lower rate oF deollne on the

-;part of ooal, but also the‘lncreased cxppnditure on: road constru
.;2tion anﬂ malntenance Ontwll&d by a. rise in thb Volume of motor;
‘< trmffic (or else to take f1 L&l actmon to prevent the latt f' ]
"“reventuallty\ ' ' Y s T




'f;’lnterestsvof the comnuﬂity'as a8’ whole, is not at all-the same. hin'
. as the optimum narket ronctlons of a partlcular 1anViduL‘
Cello e : : e '

This 1s of courSO why al} the membor Stntes, aotlng 1n the fo7;

.1nterests of their npoples, have promulg*ted varlous laws and repulutlo

ooncernlng quotas, dutles, takésr%nd 80 on. Thnse ara the 1nstruupnts
whereby thé'aufhoritiee:nré“abie?to bfing the behav1our of oconomic
oporators more or less into llne‘w1th the obJec+1ves of the conmunlty
.aq'a whole. “TWhere thoso obaectnves arn pronorly chosen, and the means
',adopted.aro consistent with them and effeotlve, thore cnn be uald
“to be optlmum natlonal energy polloies. ' )

=

-Now these Statos haVb enbarked under the Tre ties of Parls
~and Rome, on'a series of prooesses of’ econonic. intepratlon. ;But 1n
oonsequenoe of the very dlff@rent situatlon prevalllng in each,

,thelr supply Optimumn vary enorwously.

So a communlty encrgy pollcy nay be dofmned ns polloy whlch fﬁ?

'(a) by worklng out an optlmum oommunlty supply schedule, Wlll be
]claerly proferablo, for the. Turope n communlty ﬁs a whole, not 7
fonly to fragmented, ewplrloql and - 1nconsie+ent pollcles, but even]?:
_to 81x natlonal pOllOlOS dholly oonolbtcnt w1th 31x oorrootly

,1nterpretod natlona] interest8°

(b)vw111 seoure ways. and means of co-ordlnnting and anendlnq

the natlonal uchedule in 11nc wlfh thn Comnunlty schedulc.




E n»igy‘supplv schedule aé 1f enorgy;were an end 1n 1tse1f

i Ebr, of course,;anergy 1s notran end in 1tse1f. It is-
,merely the means for developlng an_;oonomy 1n the best Dosslble
lrmanner, with the obaect¢of 'ai;ong Rtandards of 1iv1ng.

'°4v benefits on the national Or the European plane would bal nce out

over a 1ong period.

Thus for 1nstance attcntlon w111 have to be g1ven to the




, However, tnose examples show only the statlc 31de of the:
7'.r01 playgd by energy 1n:economlc dcvelopment. It 1s therefore

?:neces ary to analyse alsqfthe manner in Whlch the prlce of enerty

‘ 1nfluences the volune and oh01ce of 1nvestment.

In addition, to obtain a clearer picture of the iuplications
of a glVen energy pollcy for the goneral economy, we have to coupare
the grobable movenent over a number of years of productivity in the
coal sectors and productlvity in thosc sectors whose exports would
serve to defray tho cost of 1nport1ag thﬂ additional enerﬂy needed
as a result: of the decline in home energy production == or rather,
to put it more aonurately, we ‘have to analyse the long-tern movement
of the terms of trade as bethenrthe additional. exports and the
additional imports of energy. | ' ' :

In short, to assess thn rbspectlve merlts of -dif zerent

'.:«possible ‘energy policies and select'the best, it would be necessary,f

- flrst to bulld a number of economlc models sote postulatlng

-a 1arge 1abour force in the 1n"11genous energy-nroducing
seotors, and other a small labour fcrce in those sectors.
but a con31uerably Inrger one in the mﬁnuzacturlng
export industries 11ke1J to find exten91ve and stable
routlets for thelr products' :

- and then to ‘compare these varlous modéls (a) from the p01nt of
view of the eneraT proLuct1v1ty of the economy and
its rate of growth -and (b) from the point of wiew of
+the balance of externa 1 trade and of the terms of trade.
This analy81s must of course be nadg in respect flrst of
each communlty country separately. 1nd thcn of the commmnity as a

WhOl Ce




) 4e,d1fforent community countrles 1n the export might af_ 
iterms of trade for Europe-~ |

w’ifand fanally, seloot tha model 11kely to yle]d the optlmum in :
1 2_ accordance with the crlterla adopted for overall product1v1ty and
ﬂ’5?5prowth, due account boing taken (1n 11ne with the scale qnd speed
a'iof e resultant _change from thevlnitlal p031t10n) of the- cost of
';9these ohanges to the GOﬂmunity (oontfaotlon costs of 1nd1gonous ,i
kfenergy, redcvelopnent oosts, cqpltql expendlture in the hew etport
”industries),v : '

fﬁérspéc%ivéiaé'tb;géographical,faotbrs
7 1 have several tines reforred, in my ¢ acgonnt of thc oa]oulatlons -
for the determlnatlon of an. optlmum schedu]e for Jurope, to the‘fi

: should:now llke to demonstrate t6. you tha t En“ope's T
energy policly w111 have 1ong-term conolstnncy only if it takes  .{,, s
,account of this ‘world context., I Wlll take only thrn Of.many.‘f
=g;p09s1ble examples.bl v

. Ex_ar,mple‘ .,1,: ;-the United States

It 18 most 1nterest1ng to observe thqt the energy pollcies of
Europe and the Unlted Statos today ale not once 1nbnrdnpen)ent and
0 tradictory. SR




:iemlnent Amerloan speclalist Schurr,~1n a recently

'publlshed study evcellently brln ge out thls dual aupect. He how.

lthe low prace of 011 in -the Norld murket s 1ur cly the fl

"res lt of the proboctlonlut policy of “the United Statesy

(b) Lhat thls pOllCJ of protectlng homc 011 and 165 trioting‘importS"'.
is laigely based. on cons1dcrat10n of soourﬂty, '

.....

centrdtnon in “uropo on max1mum cheapne of energy and the

ad jus tment of COul 10 the 1nmort prlceb of 0il are therefore based,
firstly, on_the defopmatlon of tbe‘world market reésulting from:
Amefican'protedﬁioﬁism dnd %econdly, on the sta ndby roserves of
Amer1can 01l avails ble to Durope in oonocqu nece of that protec~

tlonlﬂm.

I need not examine this example in further detail, but it is
easy to see thut, in view of the major position occupied by the |
United States in the world morket, any attempt to base Amoriczn po-
1iéy on'the approach recommended by Q.E.E.Co>fbr Europe-would shaiter
the very foundation of Luropean polié v1th rm¢~rd'both to priceé

' and to Decurlty.- ' |
7 Europenn pollcy must thcrefore tuke acoount of this eventua-
11tJ, and must in any case accept that no cnergy ctratogy can be
' eqwatué ,for Burope w1thout ref@rence to thao strutegy_of»hbevUnltod
B’ States. e | L | |

B uxample 23 the underdeveloped ﬂrea

A socond 1nntanoe of thb 1nter13nk1n' of ﬁurooe and the restv
'of the world tfom the point of view of onor"‘ policy is the situation

regardlng the so-called underdeveloped countries.

- 4444/61 e




';g'more, th dan cr of the producbr cnuntrles pan 1na up —— whlch

lode comparabivply slizht as talngs nov ~Land —— would be a verJ

'V*Qfandbstrataglc Ln cﬁurlty 15 greatest doe@ undnubtele dd 1o

- more expen81vo sources.

the first plaoe, a very laree proportlon 1ndecdfff

! In the second placo, “the. auceleratod induutrlallzatlonzof‘th
86 countrles (011—prouuo¢nr or . otherw1so) w1ll be: thv Outvvﬁ
feature of the oomlnb denadcg. '

And these two facts raise a whole series of problems for

i,long term ﬁuropcan onergy lele-

First of all, Suoh'a'polioy“muSt:take acoount of the d?layedi;l'
affects on the world ma rket of the trcmendoun growth of the dﬁmand

'?for onevgy on tha part oi the me“gant couﬂtrles of the 0ut%1d8 world

_ ThlS lspeot mnrits 5peon&1 tt nblon. It mlght b&ibhut world
”,demand for, sgy, oil would rlqo 80 stnele that there would be a
»real poss1b1¢1+y of the qupply fﬂlllnb to keep deC ( 2t any raterﬁ R
vefore atomic energy became avvllable in sufiicient quvntltles to:'fff;
meet European reqalremenba) if this is felt to bo a genulne ylskgfry

thpn it hould be taken into ccounb in Duropcan gollcy forthﬂlth"”“’

x.»,

If the 011 mquet werc to heoone 8. 0011er s nurhet onoo

g_formidable,one.,If?this danger were to be taken into acoount n0w55
'Aﬁoth cbalrpolic& and, in pnrt*"ular,>01l policy would Curtalnly
ﬁrbo affected. For the fo 20t thet oil suppllcs are ooncentr vbed 1n
ijareas wherﬁ dmlttedly the 0il 1tself 1s cheapost but polltlcal

f?the vutnorablllty of Lurope. On tho othor hand, rny dwver51f1—w:
cqtlon 0¢ gources of. sunply would mean that the oil 1ndustry'

“-had 0 pcnd mnormous sums on prObpectlon and to fall back on’







arbons (1n llquld end paeeou° form), the Sov1etzU
'before long be _i positlon to step up 1te export 1Si=-
derobly, thu more 'so a8 01l ig 1bs mognu of bulanclng 1te trad
- with gquite a number of countries. And seoondly, prlce problems‘
“in order to gain a foothold tho Soviet" Unlon is alre dy 5rent1ng
;‘rebates which are making oondltlons Jn tho market even more

unstable than they were beforo,

In addltlon, 51nce the prooeeds of Ru531an oil eelos are
'vused to finance the Sov1et Unlon’s 1mports of anltul goods, tnla

flow of cxports ‘and 1moorte h s ‘a twofold 1mportonce for the

Buropeen sconomy, by the prov1s1on of energ ,und by~the:new;_ 

sales out]ets ofierod to its 1ndustry.
‘The choice be fore durope is therefore twofold.

(1) Should eoch European ouuntry be left to nevothte opree-;
:ments unlleterally With Rusela, or: eheuld an effort be made
'Eto oo-ordlndte the oommerolal pOllClB& of th “uropean _
,oountrles Vlo‘d“VlS the- Edmtern bloc, eo as 1o 1vo"euse’va‘
riburope s bargolnlna power -in 301nt negotlatlons w1th thev
jSov1et Union (which are hound to come sooner or later '
-in reepect of 011, as they hevc alrea&y teken place in the

:past 1n respect of cther raw materlels)

(2) Russ1en 011 exports w111 contlnue 1n' ny event. Is 1t :
best for the ﬁurope n economy and str tegy that they shouldg;
be absorbed malnly in Durope % Or should Europe adopt :
protective meesures and deilect thum cleewhere .'In~othere
r;word Sy Would Europe rether allow Ru531 n 011 to oontrlbute
'fto the dloruptlon of 1ts energy merket, or by protecblng |

thet market oreate moro‘advontaﬂeous condltione ior 1ts P
1}own il 1ndustry Lumd enable it to meet Russ1an competltlon :
‘ more effectlvely 1n thlrd markete ? ' :

S




'qu Ghoice of means

After we have marshalled and analy&cd c.11 tha

Thlghly complex fwotors whlcn muBt be takun into dccount in-
}order to. doflne the ob3=' ive of an enargy policy == that
"is, aftcr we have drarllup,ourroptlmum supply schedule 1n—
7 vo1v1nb the smallest cost tb ‘01ety -~ we have to go oh td! f‘
 settle what means are t,ﬂbe? m'ioyed to. achiove thn :
=ji0baective by. a steady, ©0 ,‘_ouq proceus unbroken by
'irsudden sw1tches 1n the generaibeconomlc smtuatlon.rﬁ'

One flrst question w;th reburd to the,e?mean5°
?;does energy pollcv damund "'1bera1“ means or "1ntorven—»»,'

'rtlonlst" ones ??'

SRR Thl“ ‘moy eem at_f rst alunce a. doctilnarians' 1134:JA
'fg;pute, and 1n fwct I hhlnk myueliAthwt, posed : $orms

“'fit ls a dootrlnarians' dlsput :
‘nagot "'proFrebs' and so ought to be
ifit'ls:ooﬁtended in: : , is
'ifiailowed tofpreva ingtﬁéfﬂbmﬁuﬁity markét5 andfﬁﬁé}fféﬁﬁiéréf
’5_fbf that market i'rlthrown open, thls Nlll of 1tself produce
H’a ratlonal enerby economy.'; W S o




-to preserve establlshcd po 1t10ne and serves tovlmpede ne;
-{radgustments.Aiﬁ. - . B R

Thelr ana1y81 is to my mlnd 1ncorrect° the:r fears,»_fi7 G

on the other hand I oon51der to bu Justlfned Por I do feel

'sedlon a, frce—murket economy

The enerry economJ has a number of aspeots whlch are 1n - o
" flat oontradlctlon with tho 1deal of what market end compet;tlonffisf
jshould be. ' ' T '

The energy market 1s ollvopollstlc in character. Thls is';"‘

7,se1f—ev1dent in the case of the 011 sector (in whlch, moreover
',the oentro of 0'renri.t:;y of_the biﬂgest olo opollee 1199 out51de
the Community) It 1s eleo true in vurylnp do rees of the coal

'fsector, 1ndsmuoh as cool preduotlon 1s very commonly to some
. extent centruliaed :end5

al mu*ketlnv,erfanvements elmogt 1n—5_3g¥
4'variablv -

The legal and;“rgan»éatlonel framework W1th1n Whlch

*the rules of competltlon operate dsy as we h ve seen, very

,dlfferont for tho dlf:erent oompetln* produots.

True, somethlnﬂ can be done to oombat over-cryetalllzatlon
'of the market the development of monopolles or ollgopolles.r" 7
Somethlng can be done to even. up or harmonlze rules of compe—:f-
;tition.’ff' ' 2o P =







;pattern roughly corrbspondlng to that represented by the sg

‘t‘of the dlfferent competing products at tn01r lonv-term mur 13&17

OOSt.

In short, the structural chdltlons of tho energy economyj 
':belng ‘what they are, the. ijoct of - the exercise is: to secure, by .
' the0ret1cal dﬂ&ljSlS and economic calculablon, that ratlonal
set»up whioh should, but cannot, be pvoduced by spontaneou
reactlons w1th1n the market 1tself. It is to pinp01nt this 7
 ob3oct1ve that the’=ttempt has beon made to work out. an optlmum >
‘1ong-term supply gchedule. ' :

Huv1ng deflned the obgcotive however, we must make &
every effort to ellmnnate the various forms ‘of unco-ordlnated
' dlr;nlggg which are so olosely identified w1th the operaulons
' Vof powerful 1nterests sevklnw to safo*uard or 1mvrovc their

‘own po sition in the markot.

':Tho mochdnismf of" comp: tltlon, though not relevant for B

the purpose of deilnlng the ulblmuta aim of uner y pollcy, must

ibe deliborately utlllaed as me&ns of ensurlng tha ach;evement_of}:,}f5

- that aim, by loosenlng up ossified structures,qnd breaching .

"res1stance to change.

: vThe object must“therefbre"bo'to esfqblish;”by & genefal
rpolloy governing both tonnages and prices, a framcwork conduclve
“to -the hchlevement of the ochotlves of'. society. At the Bame -
’tlme, w1th1n this framework producers and gonsumers mist be -

“able to exerclce the fullegt poq51ble freedom of ch01ce

o and to conduct: the necessary competltlon witly one unother.

Such competltlon is the only’ force wh¢oh can compel the f‘

energy producers to strlve ceaquGSbly after ratlonallzationr

>1_and hlgher product1v1ty. The produoers are botter placed than

:anyone to observe'the effects of technologioal progress and




7 The meanq sele:tedzfor oonductin an onurgy polzcy must
therefore fulfll Lh ,“’1j’ : cquiroment |

s orlont the ener y e onomy in: the dlroctlon of the ObQQOtlveS
“5f; selected. | . e e

' Thls frumework cannot be desorabed here in detall it is
made up of ull the tradltlondl 1nstruments of cconomio policy
avallable to the 1nd1V¢dua1 membor SLates and thc bommunlty,, ,
namely commerczal pollby (tariffs and/or quota s), flscal pollcs
transport polloy,— artcl 1og1slatlon, the dlfferent soclal- ccu-.}af

rity systens, credit polloy, 4nd 850 on.,

7 The great thin* is thut thesn vurlous means snould be

:fcons1stent with: one anather and w1th the obaectlve in views -
Also, ha means - employod by any one Commun1ty country muqt be:
sﬁffx 1ent1y ln line with. those of the rest 0 avoid. produclng

{”con 1t10ns of dlsarr&y Qr waste of resource ;p the Common -

must Operate prlmarlly mt thc mo&t aenzltlve4p01nts, 1.e.nf “

those most V1tally and 1ast1ngLJ affeotln# the orientation

"? f @1 erpy policyx,~

In other words, th'jproblum is to onsure meximum consisg=

ten¢y in 1nvcstment policy in the onergy segtor.

)




'ltles,”natlonal und supranatlonul, muqt &Vull thcmunlveb to prevbnt .
‘,énterprlses or 1ndustries from lwunchln@ out in tho wrong leth10n ;}7
‘and wasting the res ouroos of the sgonomy in & manner likely t0-be

_costly to the community as a wholo. (Suoh means may range from the

llberal to tho oxtreme 1ntervontioniat )

3. They must operaﬁ contlnuouslj, wlth the particular: obJoct of

p;eventlng dlsturbanu by cyclical flacbu“tions.

" Cyclical fluctuations affect the energy economy in an espe-"
clally marked degree. This is due, as’ we have seen, to tho smructural
‘differencos betveen the various competlng sectors. The chances'
of galn and risks of loss at times when general economic actlvity

“is hl th and low respoctlvely are very dlffcront for 1nd1genous energy f

"ffrom what they are for 1mportod ener gy coal, llke 11 sectors

‘.underg01ng arrelatlvo deoJlne is harder hit by any rcceselon,

;ifﬂand 1ess subqtantlallJ bunbflted by tho ensuing roaovery,

An addltlonal-reason 1s that certgln pPLCGS dPVlgte’;'

ifenormously from their -VOrdPOS rcordlnﬁ to the oconomlc 81buu-

‘“Vltlon prGValllng- This is 807y more partloularly, in the case of

l1fmar1time fr@l”hb—rthbS for example, coal freiy ghtis haVG varied 1n

:?reoent years by as much as 400 %.

Whether the remedy is to proserve standby Ccpaclty, or to o
organizo anticycliocal stockpiling, or to try to shift Eluctuatlons
in demand upon imports, or to sock to perequate prlo es a8 time

\ggoes on, or to do several or all T these w;multanoously, I am

- -not herc concerned to discuss. What I do want to cmphasisze is

>rif‘thnﬁ'if anti-cyclical meohanisms are not set up to. narrow thc

Qngap as far as posolble between the ewagueratele hlgh or 1ow

'f1gures rullng at a pwrtlcular Juncture and the- average lonv-torm LE







?VV'PJ‘;iiT;iTﬁ.REE*’ e

'Ways and meand of arr1v1ng at Y prﬂctica

solutlon

7 This catalogue of the factors to be teken into sccount 1n
workihr out a stable supply ohedule 1nvolv1ng bhe Lowost’ cost to

the community, and of’ the means to bo ~emploged to put it 1nto

successful effect, has perhaps seomed to you an abstract nd

- somewhat dlscourqglnb cxeroiso,

chertheless, it is undoubtadly an advant 86 1o ﬁarshall'thé

data whlch are theoretlcallJ nece%sary.

“First, because in such a oomplbx matter -the vrcat dunger is
that of assertln& partial truths -~ that is, of misleading one's
‘7hearers by leaving out certain points. The purposerof.a,general 7
apbrdéch is therefors'to make sure that‘the‘oohcluéioﬁ arfivedrat'
will not be invalidated by the om1381on of a remote yet V1ta1 |
faotor, and-also %o r@con01le verlous partisl upproaohes whloh
appear to confllot only beouuso thOJ fall to take’ aooount of one

,aspect of the problsm.

Thcn aguln because it is only by & rr1v1ng at an overall

schedulo that we can oliminate some of the uno rtulntnes, get the
-'measure of those which cannnt be ellmnnated, and a dgubt our pollcy

llow for uhe points rumalning in ¢oubt.

i And flnallyf,because only by means of such a SGhedﬁle'cﬂn

>  we éStimafe‘tho ‘benefits offered and the saorlflues entalled by thp
 measures which areo advocated,rand try to work out such compense=
tlonsfas would makb_the saerifices acceptable to those dlreotly

conoerned;

At tho same time,’ thl& cf*aloano has - the digadvantage of

perhaps suggestlng —r erroncously == thit it is impossible to get
’over s0 many clements of PhdnGC and unoertalnty and thup of glVlnb
“a new loase of llfO to irratlonal, pOllOlOS which are loadln@

‘nowhere.



N say'over a perlod of four or flVG yearu ahoad —— there are var;ous n
1p01nts Wthh help to reduce ths element of uncertpinty as to ﬁhe ‘
g-policy to bo pursucd._:;_,?_vcaf

_ Plrstlyy because oortqln mo suros_are nocessary irresroctivejf;
']of the ultlmate -aim ddopted. The glmran di parlty betweon tho £
fﬂ€production costs of" sone colllerles and those of their compotltors

‘ neoessltatlng their ratlonallzution (1n most oase ‘nﬂgatlve'?i

"nallzatlon) ThlS rction is dlctated bJ factors inhcrent

1;£he,eiis the fact thm; notW1thstwnd1nF 1mprovements'1n,thc cok

’:1nput;rate, ‘coke conblnues %o’ have, thanks to the BYP@HSIOH =
:1n thc 1ron and stoel inuustry, ‘an assured and calculable market -
"(though there remalns tho questlon whether the coke 1n questlon _
 is to be European or- Amerluan) The rute of replaooment ‘of power-

rstation boilers, railway locomotives and &0 on is dan more or'
‘ffless Lnown four or flVG Jears ahead. Even if tho pr1ce rdtlos




Yet even though, in 1ewvof these varlou 'faotors, the pros~f

;lpeots for the next few}years7~andvhenoe the 1mmed1dte oourse of

’aotion indlcated, are fvirly cl@ ¥, the fﬁct rcmplns that t@

 baso pollcy merely on: the' medium—term consmler tlons would be
'.exceedinwly dungerous Por the'cx?_xnté of rnldtlve cartuinty und the £
fmoments of “inertia become less: und los S ag we look further 1nbo thb i
ffuture. Ana a policy which failed to take ac scount - of “the- ‘condi-
»iitlons whlch may be pructed 10 prev@il w1th thc wowkoning of the
fimomonts of inertlu would be llwblO to res ult in tho momt :
 serious mlSO lculmtlons.

'

Immcdlate pollcy must not moroly ¢n1t1a e ﬂctlon to ecurc a;

[medlum—term balmnce° it must orlent the engrgy eronomy uere wnd

'?now so. as. to fmco 1ts long—term' ev opmcnt. hccordlngly, 1t 1s

',-,pecblng-the Outlook-for bommunlty coal It is ov1dent bhﬁt 1f thu,”;
t eoonom1c expans1on 01 the Luropcan Conmunlty oontlnuos t appro-
'xlmbtely tho same. rato as 1n th rlast Jcars the future of coml
,(W1ll largely depead on whethor 1t succocdu 1n T talnlng the power- -

'station soctor as a regular me rket.




;ven 1f oompet1t1 n from fuel 011 did progressivcly
, allof the greate part of . 1ts pwst and nresent shles

;infihe transport seotor, in phivate hohsehclds and in much of ;i
1findustry, stlll the growing dem 2hd fru the 1ron zhd stceel
B ndustry and the- power-stations would, 1f met exc :lusively by
| ' ”ity oonl, awsure the 1atter of an outlot at least corresnon-
'dlng fd, ‘and very poasibly exceuding, thu pregsent 1ev31 of . grcduc-
'tlon. But Af the power— tatlons were to resort insiczd to impor-
fted products e umovlcan coa i or fuel 011 -=- then obviously
it Nould: be lmpOSblble to market ‘most of the Comminity's production

;of team-ralsing coal."~ ‘}‘f“”*;,i s

Moroover, it may be wondered whother in meny cases the
'loss of this market, singe 1t woula Lompel the producers to rely
on coking coal alone to mako a rroflt o or them, would not sond

up - the prlces of . these gr dcs and so reqtrlct its salcs.

Honce the med1um~t0rm outlook for the maj or wvortion of
,Duropean coal production would appear to hinsgc to a considerzble

 jextent on the power-statlons' declqlon c8 o which fuel they intend

vifto employ.v

et ;Obv1uusly, tho power-statlons will alwe ye tend to sock ¢
the cheapest souroe of supply.’ 30, thc alcmunt of uncert_lntj is
'onco again shlfted to the rospeotlve prices of the different

';sources of energy supgly,

Here too Wwor have a serios of medium-term certainties, or
_,gt any r te pr babmlltmeb, and of long~term uncertainties. -
B In the neﬁlum torm 1tfsééﬁs'high1y probzble thet the
-prlﬁe r tlos w111 oontlnuc such ‘a8 to ivpair the competitive capacity

_of Commun1ty coal.




iqralrepdy a real problom
;ghly estlmatcd th t average [;

real WagOS 1n the 1ndustry w111,incrazse 1n step with the average

:{, rise 1n product1v1ty in the economy 43 8 WhOlL.

Hence, aven lf the current imPrnvemont 1n productiv1ty‘ f@° ’

jrates contlnues for somc tlme to come, it 1s hlghly 1mprobuble';ﬁ

T tha Athe average rlseivn pnaduct1v1ty 1n ‘the coalmlvinv‘n’fustry '

 ::Fwi;1 by and large, and 1ndef1n1tely, outstrip that of the economy

ﬁ‘generally. And therefore, 1n the mcdlum term, the ave:age relatlve";l”

1 {1pr_ducts are llkely of thelr own' acoord to rise so marhedly and
' suddenly as to lose oil itc con51d°rable compctltive “dvhntuge"'

© over steam~rdlslng coul.

/ Further, short of a turnround in the freizht: market ==
 wh1ch 1s 1mprobable in the medium term == the compbtltlve pogi=
'tion of imported coal. PlSO seems llkely to remain extromely

ﬂfavourable. '




7 The problem w1th whlch wc are loft is whother tho ﬁrend
’new, stable, permanent olement to be tukon 1nbo cconnt 1n i}-~ P

: ‘~'9 1qu, or merelyi" phhse in a cyclo whlch may revorsﬂ ;;f1'
'itself.k Hlase ' ' L

Up to a very fow yeurs ago, Europe’s energy pol;cy was -
.»based on the expectatlon of shortago. Tho revcrsal was sudclen L,nd
pacbaoular.vlt took place o sw1ftly ahd on “such a scale as -

rto provoke some sceptlclam, not to say sarcasn, concernln* longﬁh
term structurul forcasts. But the fa ¢t is, on the'contrary9 thet i'

xthe foreoasts of the. @rowth of energ y cone umptlon proved oorrect.
:What wa mlscalculated wa. .8 the rato of substltutlnn of petroleum %f“

A pr0ducts for coal, which worked out hl*her thﬂn had been oxpectedf:
:“largely beoause “the extremely keen compctltlon 1n tae 013 markot:
;Fﬁrled to a cons1derable dccllno in prlces.

S,

If the price ratios betweon Buropoan ooal and petro eum;&;f55

'}E;products roally do remain more or 1ess permunontly what théy are“fi

itoday, thon indeed this reprusents a rwdlcal chun"e and energy
'"r,fpollcy w111 noed to allow for it.

+

; : But 1t is perm1q31ble at leaqt to guery whether thp prescnt;1i
'fsituatlon has come to stay. It wﬁuld bo uniortunate to assort bh@tr

L.tho iorcasts of shorta 26 had been made on the bw31s of one

brief phase 1n a cycley if in, say, ten years' time we- Wero.

to find thot the forcasts of glut had boon a mere extrupolaulon

~of the conditions prevallln@ in znothor phase, though a slightly

-more protracted one. In particular, it would be inadvisable to -

allow “the process of substituiion to contlnue to its fullast

flo&1ca1 conclusion 81mply on the strength of presont prloe",d'
t!l*'ratios, if there lested any reasonable doubt as to those
ﬂiilratios' longmterm stablllty.




tg respond w1th th _
‘expected ‘rowth of d*ﬁa;,-

frlflnwnclal 685 ources of 1£5 own to OOyB with the
‘expansion 1t w111 hwvo to undergo to meet tno @Atremely
rapid- vrﬁwth of demand, or Joou 1t 1mply reflcot '

,tho battlo moné thc m{ Ar companlo

fautlvity, but to locat'5 tnat aot1v1ty 1n a sufflclently

- wide range of 1T0d3 $o- axford xf“easonwble guaranteo

‘ *.fthyt,bupopeﬂp rOW1n6 Jomand f@r 011 RipRE bq con31atentlyf?
mat - ' G TR o i




;ﬂff tod bj>any mars 1nal change 1n Communlty coal productlon. It

“is 'qf'llyﬁfbv1ous that:the outstandlnv problem cf the comlng
decades will. be securlty of 011' upply{ 85 % » of Euvope 8. pre ent :

A ,oil'supplles come from thaiMlJﬂlb uasb, whcru thc costs of pros—'fﬂ

E pectlon and extract104 areiiowest. Is 1t roascnuble to suppase '

rthat thls proportlon can be malntalned w1thout risk 7 And 1s »

'it ruaeonablo, elbher, t01cnmpdre the prpsent compebltlve CapuCity

- of the 00alm1n1ng industry with 011 prlce levols too 1ow to

pay for prospectlon in hlgher~cost areas 7

9 In“the final- unalysis, Whuther we opt for the one or the

| other of the two oppoqlnr pOllClPS pos¢1ble, or for one somowhcre
iln between, must dopond on ths answor to these three quastlons

e or the fact th t,ib.prcves 1mpossibleﬁbo give any iefln;ﬁegansWerQ

:i,fngThe al%einaﬁive;polioies-

This final analysis, then, serves to p1np01nt both thoi'” '

T“e flrst Ivc an: best de crlbe es- tho "unpeoured-bet pollqy"

'It nlght be based on- the Iollowin rgument° Eurupe oan get 1mpor~ w"'

17 ted enerny today wt lcwer prlues than the onergy . it produces_

:i'ltself. It muut make “the- very most of - thls opportunlty, now. At
vf?tho same txme, it must adaust 1ts 1ntorn 1 energy production -
iiéto the ohanged 51tuat10n as qulckly and drastloally as p0331ble.
B Those Europedn colllnriée whlch are uncompetit1VL on bhe: bas1s of







"for good .- and of po b 10%1 deyendenoe is obv1ous enl prave.

: The second rollcy is brsed on the assumptlon that the -
;plut of energy ig not pormenent.rIt may therefore be termed ,
“Ethe "ant1-cyol1oal policy". Ibs ohaect would be o restraxn a
f:nuoleus of Communlty coel productlon, to reucstubllsh reasnnable
fl;flnancln murglns for the 011 1ndustry w1th & view to intonsified

rffan Beoter diversified prospnotlon, and to put forWPrd the

' coa ;productlon withoub a maaor quantltatlve convra cblon, bJ
,ffOOntinulng to strlve for the hlﬂnesb poss1btm de"roc of ratlonm-

uropean ochls oompetltive

'  mportcd energy for so lo as t 1 prlcc of

1e‘at111 allow1ng : oertaln pressure

*meaSurG$ tpr$hi§1ﬂ ‘uropean ooan,from exc9531vc competltlon.




.ways, a8 regurip both the Innun- =

fr'the SUbSldeS und'hth sélectlon of tue Bﬂneflciarles.

. vThe two possiole mamn methods for a polloy of support‘ '
‘foriEuropean coal e protectlon and ub81d12atlon — arc not

_mutuealy etolusnvoa_they could b oomblned in Vapyin prpport;ons.;

But wo have to boar in nind that cach of them is fooused

1;0n & partlculmr view of thc future.

s“bSidiéatlon, by WhlGh the Prloen of vrorean GOal wouldi wf

*>be;art1flcla11y 1owered iortuwlth in order to ullgn them wlth
";fthosefof 1mportcd enerry, would not rOally be Jusblfled _—

part from offbottlng ahnormal charges s unless thore were‘ s

:“_ireasnnrtoﬂexpeot that thb-prlOG of Furopoan coal would sooner

: T ii'tﬂe Quutlflc tion for supportlnb'
VDuropean coal is felt to be the rlsk of 1atmr rlsc 1n the

S prlce of i ported energy, protcctlon is - the unly logic 1

A ;pOS;lelltJ;,' B ' ' ” ‘




'vﬂhd'théfé'is “'further 1hpovtant ‘ar; umont whlch supports
‘i”p01nt of view.,Lven 1f & falrly con31dor1b39 nucleus of
: ooal productlon ig malntalned, the crux of the. matter is still
tne problem of ensurlng a sufliclently ut ble and rellnble flow
;of imports to cover tha tremendous 1npre@sa in Burope'a 0il -
vrrequlrements.>Now we havé“'een that actlon to a0 so would 1nvolve.
:considerabiy inercased @osté for the 04l 1n&ustry, ow1nv to the
inten81f1catlon of prospectlnm ,ct1v1ty ind, in partlcular, the
",very miach q':L'e.a*t;er leGTSlflOutlon of supply areas which would be
fneoessary. Any polloy d651 med. o aid coal, thereforo, mubt be

suoh as to av01d lxstan ing e prlce-outllna war ruinous t0 oil.

: 7 The o0il 1ndustry must be induced to help ensure preater
security of supply for .u'u“copey at the B2mo tlme, it must be onabled
to meet the extra ;inanci al burden thls w1ll 1nv01v0 on- & Pound

¥

eoonomlo ba51s.

(v) Tha critériaffdr'the:éhoiCQ

*

, WLlch of bhe two p01101es thus rtughly Jutllnbd we.
flnally ohoose - the "unbeouredwbbt" or the “ontlcycllc 1" policy
- hende dopends essentlally on -our 1dagn031s of tro long-torm o
d0v910pr3nt of ﬁhe 01l muikot. Our asSbcsment of the 1mpl1oat10ns
'for the economy of & marwlnal chan s¢ in the prlce of energy, thouzh
7 ruseful 1n'determ1n1n the techr cal means to be wdopted to im=
'J plement whlchsvor policy is qalected, cannot prov1de the crlteilon

for the ch01ce 1tsolf.;.




:5'extreme 1mpllo tlons, in lowlc, of the oporatloﬂ of £n voue

"frable dnd unfuvourabJe circumstances.,

- In other woris, on, Lhe hasis of tnq_unnly ig din
'art Two, 7‘7 : ' ' ' e
”.(a) 1f the Juture eovld o full” known or msde ully cort
*~;§there would he only one optijum suprly sohedul indlca—
'  t1ng one p,rbloul T pmllcy,- i

flnusmuch as factors of uncertwint/ stlll remkln dfterltheij;
rimogt rcllahle ¢niormatlon whloh At is humanly possible '
-to obtain today cnnoerninp ‘the futurb hna be en assomhlod
_and oorreotly analysed, 1t 18 nccohsary to work out tho
:“varlous schedules cov Jinﬁ thu V°r10us posglblo cnuroes

*f{of eventa.

s each schedulc will postulute the - oxtreme vwlues

hl,of the course of cvonts conoernod, it will show the extremo

"implicutions For Europ wero thosc ovents in faot to come

;;to pqu ..

These eytr mos me ay be consmdered to mka the 11m1ts

';,,iof the "area of unoertalnty" from which it would be p0381ble

’to ©a lcul vte the insurance promlumb to be paid for a oompre-'

'hgnelyg "oll rlukS" polloy in respoct of an uncartaln future(

o It. would ‘then be for tue pnlltlcl NS to chOuse, on
the bqs1s of flgureb and wmth 11 the inutual data &t their
frfingertips, wh%t premlum thoy oon81dered it pos sxble to ppy

fttoday 1n order o mske the best possim]e rrnv181on %eln;t ‘;'555

futi ure contlnvenclesyrm-,”




In actual fact, 1t would appo&r thut the cn01ce doe

"”;not lic betweon two such e trome pollc1cs as thn e I havo

'descrlbed.

Notwiths tandlng the loss of . veogrgphlc 1 protectlnn f
cntalled by the extension of the - plpeline netwgrk, the morc
roductlve Buropean mines will in all pr:bpolllty remein rea-.
sonably competitive in the ‘areas close to tne seats of prndud—:

tion and far from the mz jor Europeﬁn bOdStal ports.

Vhat has to be ¢ eclded, tnerefore ig wnether it is
economloally right ﬂnd proper to allow these ¢ areas in which
' Communlty coal is ccmpatltlvc to undergo a promre081vc
shrlnkage while browder and broador cow»tal strips are left
to procure thglr coal from other 2OUPCeSs, or whether &
sérious effort "suould Le made o mnintain the outlets for

the sale of Community coal ‘in the contested areas.

‘In the latter event, it would thon lurt1er ha¥e to be
d901ded whether the drive $0 keep oogl OONPbtlthP in the
coastul regions should take, the form of subsidization (sidfe-
'guérding'fhe'price,advantégés“faf coastal donsumeréj or of

protection, or of a combination of the two.

rcnn31a°r1nb the volume (wnatever the coal pollcy
ultlmmtely adopted) the Conmunity! srluture requirements in im-
ported petroleum products, the implications of the'iong-torm
,probiems.should'WOrk“out much the same for the whole of

-Furope. ' ' : N .

It is understandable nnﬁuvh that tho immodl te interasts
‘pf‘the éoal—producing and the energy-lmportlng qauntrles should
incline them differently with regard. to the'pracfical measures
of protection and subsidizetion, and to the question of

assessment and eligibility thersfor.




gthe udv nth#e Mnd dlsadvanfaé"'

7to affect their long—term ana1y51s. ;{

, It is parulcularly unbound frbm~tho point of v1ew of rea
'fsoned unalJ81s thut thls dﬂbate on lonﬂ~torm prospects Ldncl on
tthe bxlance, from the. palltlcgl a 'e, bebween the adva Htm”BS and;
 rd1sadvunﬁa'es of the d1f¢erent methods ‘ _ = ,f »‘
*]fof a'ISOatlng th@ premlum ah)uld hJVG develo cd, 1n 8 dli %1'

’~;form, 1nt0‘a controversy on tne role of ener y eroes.'*f"

L7fof the pomnt t isaue, I con81ddr 1t ratuer eaSJ to‘demonasravﬁ
'5;that to mwke this rnle out greatar or” smaller than it is
iffurnishes only ‘very. dublouq é(Qumentsjelthgp ior,mr‘9ga;gst_

,ficommunlty energy policy. o

o Let us suppaée'thnt”bufidﬁely51s ougﬁosts thu role of
energy prlces in tha economy to be a small oney In that- case,-Vi
5the suprunatlonal muthnrltleu wnuld be well Jusb1fled in requestlnbjt"
:those countrles whose pclicies wer resultlnﬁ in: mWJOT prlce f :
‘dlspdrlties W1th1n tha Communlty tO help brin{ uch prloes cloaer
'to a common mesn —f an csquntiul rveregulslte fur common 7
"Q;ma’ket ior energy #= by meling saurlfloes whloh wauld, on: thlb
-gffhypotl s's, ‘be of llttle m)mont ior their ﬁeneral economJ,
" by raising th,« '
n llyi roduced onerpy. ;;




or r°p1d oantractlon iu the _con l soctor, th p

0

 rof1ning oapu91ty naodlnx‘ Lts- upplle

B assured == and rofuse to do 'thhln, ut 111 to even out dluOPG-ii

;panules 1n enorgy rollcy.

_ “This would moan thb trlumph of separute natlonal‘nnerpy.:'r
‘p01101859 at any rate for a l(nu tmme to come. On our hJPOtn tlc l?.f
. hypothesis suoh policies would not Jeopardlzo th estubllshment 3
_of the Generdl Onmmon Merket. ' — : .

But 1n point of fact thev would 1nturfere permanently Wltn
the oyoratlon ¢f the Common i srket for co¢1, and 3 upardlze‘the

-1ntroduot10n of a Conmon erkctfor o¢1.

Por evVen if we do ullOW th&t thg prloe of ener gy does not

'V1tally affect “the expan51on of thclbenbral euonomibs, m(Jor'als~fr
purltles between thm prices of the dlfferent sources of energy '
.undnubtedly serve to intensify- comrvtltlon amon“ those’ econnmles.
= So 1t is odio—on that the p11nu1p10 0 freedam nf movement'would
lnot be observed for lonr in fﬁoe of - tue uefcn51ve and protoctlve

' rufleycs of the nutlonaa suurces.

Morcover, even 1f 1t c,uld be demcnstrated: that the avcrag
level -of energy prloeu is not of fundamcnt al 1mportanco to the
_genéral economy, the fact remains that it is of fundaméntal iﬁppr-
tance férwa number of large energy-consuming'sectors, and. for

ec¢nomica11y-handicapped &rQRS(

- So it is not merely freedom of novement thzt wnuld be en&an-
- gered° the coal=producing oountr es, with the 1r ‘hidghier energy cost
'%“would undoubtedly fe 01 compelled o adopt dlscrlmlnatory tariff
or subsidy pOllGlOS in” respect of oertaln oonsumer'oectors

'or certnln arcas.




A;recognlzed r1Wht aWﬂy th t the 10@10 of such a, ccheiule wouldiy

;'f;induce the 1nd1v1dual countrlesrto retaln all posslbl ~@h9f"a”7

of their -own for Ta tlonollzlng thelr ﬂeparute onergy pollcles}

‘lndependently oft one another.

Hence, 1f we wers' not to opef”fe on 4 cqmplutelJ unreal
'vba31s, it would be necessamyité mend tle Trcutles uccordinvlJ _
and- concentrnte the means ava 1lable to the supra natlonal Executlves:“'

'1fupon measures alndng' uﬁ & structural lunv~term trwnsformdtlon oi

f'}the ‘energ 3y market.

: in- addltlon, certaln States ~whose own prlnclple is to
,procure energy at the lowest prlce currently obtulnlnb, and at

b5the samg tlme 1o stcp up - ex ports of enerwy produat& +0: thc rdst

‘ﬂ,;of the Communlty, would have to reoornzzc the contradlctory pature;i

7'p¢ thelr pollcy. Since refusal bo acccpt thu mutual saorl:lces
‘Vflnvolved by the establlshmcnt Pf w,Comm n uarkut ior energy
 f1must 1nev1tably make 1t 1mp0551ble to mg ntain frbe movement of
;ienergy, those States which hdve bet up a8 reflnlng capaulty largcr :ﬂ
i}than is oes%ar to cover their own rcqulrements would be obllved

:to make a lerly drastio re; prai 1 of thcir ale prospects.

+

Vow suprose we assume, in crntrast, that the prloe of ener&y9}a

s pronounced to be of Vltul 1mrortanoe in economic efpun51nn.

If thls were so, it wcul3 follow - th b rcs¢st°nce to tne
'unlflcatlon of the enersy mgrket was bebter Wﬂrrant d from thb

"';p01nt of v1ew of 1nd1v1du l national 1ntereuts.,

i




gelther to thc conolusl

7is a mlnor e tter bhub

:a substitute for the ecxnom ¢ dabat ﬂﬁé tn the ultlmate
forlentatlon of such & polioy. '




'“inst'tution,of Comf n :k*t' leerthf que

nu°1no agnloul ur 1 poliries"though 1n g lessef :

deCISlonS ro tmkon Lsitrlthe

fFurther, it is through;the deb“tos a8 to tho moans




. v the: futuro
'-'neces mt to haavy uw*ital}exycndatﬁro rnd mludh;l proccsses
f oi reconvcr31on ¢nd rede#el>pment, w1ll thozﬁurop an Conmunlty
"morely leave it to theyoperwtlon of tho mwrlet 1tqelf to
tabllsh day—to?day equlllbrla w1thout glvln" somc deflnlte -
fabaectlve, or will 1t deflna 1ts aim. w1th q11 due dellberatl)n,
and, take contrnl of tne muchanisms of tho market 1n order !
":‘thﬁ better to &GhlGVO 1t ? "'_?f'f” f‘ﬂA'*;V’ﬂ V?f :

Wlth such iasuﬁs 0t9stake, 1t 1S har&ly srvpr131ﬂg,

T mental “pl omehb ‘supplumenrlna them, a stren*ﬂnnlnvy“
f'fof common pollcy on 011 is the,;nly means'of saie"uardlng whw
@ffhas bObn done nd pursulnb wnat remalns to be dune w1th reawrd

'uﬁq‘qoalfz

On thls 1"%ue ‘as on othurs, Jurupe Pannot wffvrd taat

:tq forward marchﬁShould






