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IEA/PRESS(83)6
Paris, 9th May, 1983

COMMUNIQUE

INTERNATIONAL ENERGY AGENCY

Meeting of Coverning Board at Ministerial Level

8th May, 1983

. The Governing Board of the International Energy Agency (IEA) met at
Ministerial level on 8th May 1983 in Paris, under the Chairmanship of the

Honourable W.F. Birch, Minister of Energy, New Zealand.

The Current Energy Situation

Ministers assesseg the current energy situation and particularly world
0il markets. They welcomed the relief provided tc the waorld economy by
today's conditions, characterizeo by price adjustments which take account of
reduced economic activity world-wide. They believe that these developments
also reflect growing efficiency in energy use and production from a widening
range of sources. However, they recognized that conditions could change in
the future, as the world economy picks up and the current stock draw down
comes to an end. They expressed concern that sharply lower oil prices and
uncertainty about future oil market developments could slow down investment in
energy efficiency, hydrocarbon development and alternative energy sources thus
creating over the longer term the possibility of renewed instability in energy
and oil markets, with adverse effects on the world economy. They agreed that
the easing of the oil market was no reason to change the agreed objectives of
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energy policies, given remaining uncertainties about short-term developments
and the underlying trends pointing toward tighter market conditions in the
longer term. They therefore reaffirmed their intention to fulfil the policies
of oil substitution, enmergy conservation, and energy research and

development. They instructed the Governing Board at official level to follow
developments in the world oil market closely, particularly further movement of
0il inventories.

Energy Requirements and Security

Ministers assessed energy requirements and security for the next two
decades, bearing in mind the importance of adequate and secure energy supplies
to the praospects for sustained economic growth ana considering the study
Energy Requirements and Security prepared by the Secretariat. They recognised
the continued likelihood of heavy reliance on imported energy, particularly
0il, and for the first time addressed the guestion of natural gas in detail.
They reached the conclusions set forth in Annex I regarding the need for
strong ana cost-effective energy policies, re-confirming previous action taken
within the IEA, and emphasizing the need for a balanced approach which puts

each aspect of energy policy into its proper perspective, including:

improved energy efficiency and appropriate pricing and fiscal
regimes;

- further expansion of the production, use and trade of coal and other
solio fuels;

- a major and increasing role for nuclear power in many countries;

- obtaining the advantages of increased use of gas on an acceptably

secure basis;

- continuation of efforts to improve energy security in the case of
0il, which will remain by far the most important factor in energy
imports; and

- cevelopment of new ana renewable sources of energy.

37958/9.5.83
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Coal Industry Advisory Board

Ministers considered a report from the Special Committee of the Coal
Inagustry Advisory Board on the current status of developments in coal and its
prospects for the future. They noted the Special Committee's concern that the
present 0il market situation could jeopardise the effectiveness of coal in
meeting the objectives set forth in the IEA Principles for Action on Coal.
Ministers requested the Governing Board at Official level and the CIAB to give
prompt and active consideration to these matters, taking account of the

conclusions reached at the meeting concerning coal.

Ministers welcomed the publication of the report Coal Use and the

Environment prepared by the CIAB and undertook to consider its recommencations

carefully in formulating national policies.
Ministers also agreed on the desirability of promoting the development
and increased use of other solid fuels, such as lignite anu peat which have

specific geographical importance.

International Energy Relations

Ministers emphasized tnat energy remains a decisive element for progress
in the world economy, and is particularly important for developing countries.
Ministers welcomed the contripution which the various contacts between oil
proaucing and consuming countries are making to improved understanding by all
parties of world oil and energy markets. They again stressed the importance
of enhanced exchanges for greater stability in the world energy situation and
an improved world economy.

Ministers expressed their oeep appreciation for the leadership and
aavice provideg by Ambassador Hiromichi Miyazaki of Japan, Chairman of the
Governing Boaro at Official level since October 1980.

They welcomea the willingness of the Goverrment of Australia to make
Mr. Alan J. wWooos available to succeed Ambassador Miyazaki as Chairman of the
Governing Board at Official level,
37956/9.5.83
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Annex I

CONCLUSIONS

1. Ministers assessed world erergy requirements and security for the next
two decades, bearing in mind the importance of adequate and secure energy
supplies to the prospects for sustained economic growth. They noted with
satisfaction the progress that had been made since 1973 in reducing dependence
on imported oil by increasing ermergy efficiency and the use of alternative
fuels, notably coal, gas and nuclear energy. This progress has contributed to
the lowering of o0il prices which is now bringing an important and welcome
relief to the world economy. Ministers agreed, however, that such relief was
likely to be temporary and that there is a risk of a renewed energy constraint
on growth later in this decade unless the industrialised countries strengthen
their policies to restructure their energy economies. Ministers noted, in
this context, that dependence on imported oil, though reduced, remains high in
many of their countries and that this remains the major risk to their energy
security; that the contributions of coal and nuclear energy are running
significantly below earlier expectations; that the prospect of growing imports
of gas to help reduce dependence on imported oil could lead to heavy
dependence by some countries on single sources of gas supply; and that the
outlook for investment in the efficient use of energy and for the development
of indigenous energy sources is less than satisfactory. They agreed that some
of these problems could be accentuated by the uncertain outlook for oil prices.

2. Since industrialised countries as a whole will, in any event, continue
to rely heavily on imported energy, smoothly functioning world energy markets
over the long-term will be essential for their economic well-being.
Industrialised countries must seek to reduce the risk of disruptions and be
prepared to minimise the effects on their economies of any which occur. The
balance between energy security and costs will have to be struck under the

3795B/9.5.83
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responsibility and in the circumstances of individual countries, having regard
to their intermational commitments. Each country will, however, continue to
develop strong and cost-effective energy policies based on that combination of
market forces and government action which is best suited to its circumstances
but including:

- implementing and as necessary strengthening present policies to
promote the efficient use of enmergy and the continuing replacement
of 0il by other fuels;

- rapid and, where appropriate cooperative, development on an economic
basis of indigenous energy resources - fossil fuels, nuclear energy,
hydropower and other renewable energies - to the maximum possible
extent consistent with environmental and social factors and the need
to secure supplies beyond the turn of the century;

- seeking to remove impediments to its trade in energy;

- substantial programmes of research, development and demonstration;

- pricing and fiscal regimes which promote the rational use of energy
and the development of indigencus energy resources;

- diversification of sources of energy imports;

- cooperation on a regional basis or as otherwise appropriate to
improve the overall flexibility of energy systems and to overcome
transit problems;

- effective cooperative measures for dealing with disruptions in
energy supplies.

Ministers recognised that energy security and smoother functioning of world
energy markets is not a matter for industrialised countries alone. More
effective energy policies in the industrialised area should ease the world
energy situation and thereby the energy situation of the non-o0il developing
countries. They emphasised the importance of mutual understanding with energy
exporting and importing developing countries to the achievement of these

aims. Development of the indigenous energy resources, including new and
renewable erergy, of the developing countries cnuld in its turn make an

important contripution to improving the world enmergy situation.

37958/9.5.83
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3. IEA Ministers reaffirmed the commitments of their Governments to:

- the International Energy Programme, which remains the primary
international protection of their countries against tighter oil
markets in the longer term and, through the IEA 0il emergency
allocation system, in times of a major oil market disruption;

- the Principles for Energy Policy adopted by IEA Ministers in October
1977;

- the Principles for IEA Action on Coal agreed in May 1979, which
continue to provide a valuable framework for expanding world coal
production, use and trade;

- the Lires of Action for Energy Conservation and Fuel Switching
agreed in December 1980;

- the Governing Board decision of December 1981 regarding minor oil
supply disruptions.

Energy Efficiency

4, Ministers recognised the important potential contribution of improved
energy efficiency to overall energy security and agreed to give particular
attention as appropriate to:

- fimancial or other measures to stimulate the efficient use of energy
and conversion from oil including help to industry and others to
overcome the high initial investment costs of certain energy-saving
and fuel-switching measures;

- the development of energy cunservation services capable of offering
a comprehensive package which would include information on rational
energy use and oil substitution, provision and installation of
equipment, and financial advice tailored to the needs of customers;

- the puwlication of technical and finmancial information on the
efficient use of energy and of any assessments which governments may

make of long-term trends in energy demand, supply and prices;

- demonstration by governments within their own operations of the

value of energy efficiency;

37958/9.5.83
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- inclusion of energy efficiency as an element in industrial policy;

- energy efficiency in transport and in the building sector through
higher voluntary or mandatory standards;

- policies to overcome structural barriers which mute the impact of
market signals.

Pricing and Fiscal Regimes

5. Ministers agreed to pay particular attention to:

- removal of those price regulations which discourage the development
of indigenous energy or the displacement of 0il by other fuels or
the efficient use of energy;

- the pricing policies and where it exists regulation of the tariffs
of electricity utilities so as not to impede the provision of funds
for investment in new generating capacity;

- reviewing ermergy pricing policy, with the aims that emergy prices
should be more transparent and more closely reflect market prices or

the long-term costs of maintaining supplies, as appropriate;

-  the structuring of fiscal regimes for oil and gas production so as
to encourage timely development.

Coal and Other Solid Fuels

6. Ministers agreed that to promote on an economic basis further expansion
of production, use and trade of coal and, where appropriate, of other solid
fuels including lignite and peat:

- their countries should continue to reduce impediments to a major

expansion of coal use in electrical power gereration and in industry;

37958/9.5.83
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- their countries should take steps to provide the infrastructure
needed for increased production, transport and marketing of coal;

- coal-exporting countries should facilitate reliable coal exports in
times of supply difficulties;

- their countries should promote the development of a flexible and
diversified coal trading system, paying particular attention to the
need for long-term contracts.

7. Coal use must be environmentally acceptable. Ministers agreed to
accelerate cooperative efforts to promote strategies for the clean use of
coal, including research, development and demonstration regarding coal use
technologies, and to establish effective regulatory frameworks which allow
coal users to choose the most economic means to achieve environmental goals.
They will assess available and new technologies and review regularly the pace
and impact of their introduction.

Nuclear Power

8. To fulfil its important potential for contributing to overall long-term
energy security which is the concern of all industrialized countries, nuclear
power will have to play a major and increasing role in many countries.

Ministers:

- stressed the importance of encouraging stable trade in nuclear
equipment, fuel cycle services and nuclear fuel, Export and import
regulations must be predictuble, and based on the strict respect of
current non-proliferation policies;

- agreed that Member countries would maintain reliable standards of
nuclear reactor safety and continue to co-operate in various fora on
these matters. Procedures for the approval of reactors and nuclear

facilities should be as clear and expeditious as pnssible;

- stressed the importance of international co-operation on spent fuel
storage and waste disposal. They appealed to the governments of
those countries in a position to do so to stimulate further progress
in developing and applying effective and timely methods for managing

3795B/9.5.83
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the back end of the fuel cycle in ways best suited to their national
situations and compatible with intermational agreements. The IEA
and NEA were requested to work together on periodic consultations on
the progress of Member governments in the waste disposal programme;

- requested the IEA and NEA to identify for prompt examination new
possibilities for research and-development in advanced technologies
that support these conclusions.

Action on these lines will provide the basis for both institutional
impediments and public acceptance concerns on nuclear power to be vigorously
addressed and allayed wherever possible.

gas

9. Ministers agreed that gas has an important role to play in reducing
dependence on imported oil. They also agreed, however, on the importance of
avoiding the development of situations in which imports of gas could weaken
rather than strengthen the energy supply security and thus the overall
economic stability of Member countries. They noted the potential risks
associated with high levels of dependence on single supplier countries.
Ministers stressed the importance of expeditious development of indigenous
OECD energy resources. They noted that existing contracts are currently
insufficient to cover expected gas demand by the mid-1990s, and agreed that in
filling this gap steps should be taken to ensure that no one producer is in a
position to exercise monopoly power over OECD and IEA countries. To obtain
the advantages of increased use of gas on an acceptably secure basis, they
agreed that:

- their countries would seek to avoid undue dependence on any one
source of gas imports and to obtain future gas supplies from secure
sources, with emphasis on indigencus OECD sources. Additional
supplies from other sources would be obtained from as diverse
sources as possible, taking into account supply structures, the
share of gas in energy halances, and the geographical situation of
individual countries. 1In assessing the full costs of gas supply
sources, gas companies and, as appropriate, governments will
consider security factors;

3795B8/9.5.83
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- their Governments would either encourage gas companies and other
undertakings concerned to take or take themselves the necessary and
appropriate cost-effective measures suited to each country's
situation to strengthen their ability to deal with supply
disruptions; these measures could include increased gas storage
facilities, contingency demand restraint programmes, improved
fuel-switching capabilities accompanied by adequate stocks of oil or
other alternative fuels, a more flexible grid structure, greater
flexibility of contracts, more surge capacity, measures to
accelerate intra-0ECD trade on short notice through standby
contracts for supplies in a disruption, and interruptible contracts
with consumers;

- action should be taken to develop at economic cost indigenous gas
resources, particularly in North America and the North Sea, which
show promise of alleviating overall or particular pressures on
energy imports;

- concerned member governments noting the potential for further
development of North American gas resources and noting that part of
the Norwegian Troll field may be declared commercial by 1984, would
encourage their companies to begin negotiations on deliveries from
these sources as soon as possible, with a view to making supplies
available at prices competitive with other fuels in the mid-1990s;

- trade barriers and cther barriers which could delay development of
indigenous gas resources should be avoided .or reduced;

- their governments would encourage the companies concerned to
undertake feasibility studies, if appropriate in cooperation with
member governments, to determine the economic, engineering,
technical and financial factors, relevant to pnssihle imports from a
variety of non~CECD sources;
- governments within one region where there is scope for effective
cooperation should invits gas companies operating in their
Jjurisdictions to address and negntiate on a commercial basis
cooperative arrangements to meet a disruption of supplies to any one ‘
country or to the region as a whole;

37958/9.5.83
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- Special attention should be given in the annual country review
process in various international organisations to the future pattern
of gas supplies, to the progress on the development and
implementation of security measures, and to whether gas imports into
the OECD from any single source constitute such a proportion of
total supplies as to give rise to concern about the timely
development of indigenous resources and the vulnerability of

either for an individual Member country or collectively.

- In considering the degree of vulnerability, relevant factors include
the share of imports in total gas consumption and in total primary
erergy requirements, the reliability of particular sources, the
flexibility of other supplies, sectoral distribution, stocks and
fuel-switching possibilities.

- An in-depth exchange of views about this guestion would take place
within the normal review process whenever considered necessary. To
allow a full assessment of its energy situation, the country
concerned shall inform the other member states if it plans major
changes in its energy policy or gas supply pattern which are
significant in the context of development of indigenous OECD
resources and vulnerability of gas supplies.

Ministers expressed the view that special attention should be given in
relevant internatinnal organisations to the gas import situation of individual
countries and regions. IEA Ministers instructed the Governing Board to keep
this issue under continuing review."
0il
10. Ministers noted that since 1974, considerable progress has been made in
improving enmergy security as far as oil is concerned. A continuation of these
efforts wil be necessary, however, as oil will remain by far the most
important factor in DECD energy imports. Thus, in the year 2000 oil will
still constitute more than 75% of all OECD energy imports. Ministers
therefore agreed on the importance of strong cooperative arrangements for
handling a major oil supply disruption and, in the case of IEA Ministers, on
the need for continued improvement of the existing emergency allocation

system, and the need to continue to encourage oll companies to support the

3795B/9.5.83



IEA/PRESS(83)6 - 12 -

improvement and, if necessary, the operation of the system. To strengthen
their overall emergency preparedness, Ministers also agreed to continue to pay
particular attention to the continued adequacy of their countries' oil stocks
in terms of amount, structure and flexibility. -

Other Energy Resources

11. Ministers reaffirmed their readiness to pursue policies both at the
national and international level, aiming at exploitation of other indigenous
energy resources such as hitherto unharnessed hydropower.

3795B/9.5.83
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Paris, 10th May, 1982

‘COMMUNIGUE

L. At its meeting on 9th-10th May, the Courcil of the
Organisation for Economic Co-opcration and Devilapment at
Ministerial lcvel agreed on @ medium-term approach te
sustaining &ano Drozdening the Lconcmic recovery new undeT-way.
They agreed that increased sustainmatle non-inflationary growth
in the OECD countries now must be aimed at In crder to roduce
the present very high lovels of unemployment,

2. Ministers recognised that the powerful oconomic linkages
among countrivs and regions imply a collective rosponsibility
to shape policics so as to strengthen the international
trading, manctary and financial systcms.

3. Accordingly, their governments intend to:

- Take advantage of the room for growth, which is now
¢merging in an important part of the QECD arva,
to promote job crcation and higher employmont.

- Continue to riduce inflation and overcome
structural impuciments to improved e¢conomic
puiformance.

- Make wse, inuividuslly and collectively, of the
favourable conditions provided by wconomic recovery
to reverse protectionist trends.

- Work to resolve intcrrational cebt problems in a
' trade-expansionary way as recovery anag adjustment
by debtor countries proceud.,

- Provide more uffective help to the poorer
ceveloping countries.
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4, The mecting was chaired by Madame Colette Flesch,
Vice-President of the Government of Luxembourg, Minister of
Foreign Affairs, External Trade ang Co-operation, Minister of
Economy and Middle Classes. Thec Vice-Chairmen were

Mr. Shintaro Abe, Minister for Foreign Affairs of Japan and
Mr., Kurt Furgler, Federal Counsellor and Head of the Swiss
Feoeral Department of Economic Affairs. In addition to
Teviewing their economic policies, and trade relations among
Member countries, Ministers considered the difficult situation
of the developing countries and the policies needed if they
are to benefit from economic recovery. They discussed the
dialogue with the developing countries, in particular
preparations for UNCTAD VI. Ministers also revicecwed East-West
economic relations.

5. Finally, Ministers heard a report by

Mr. William F, Birch, Minister of Energy of New Zealand, on
the results of the Ministerial Meeting of the Governing Board
of the International Energy Agency, held on 8th May, 1983, in
Paris. They took note of the study, Energy Requirements and
Security, prepared by the Secretariat, and of the discussions
on it, and endorsed the conclusions set forth in the Annex to
this Communiqué.

THE TRANSITICN TO SUSTAINED GROWTH

6. Ministers welcomed the further achievements in recducing
inflation. They are very concerned, however, about the high
and rising levels of unemployment. It is thercfore
encouraging that signs of an up-turn have now emerged in
several OECD cconomies. While uncertainties ano risks remain,
Ministers agried that prospects for continuing recovery are
vetter than they have been for several years, and that
cnsuring the transition to sustained non-inflationary growth
and nigher employment is the central task of policy.

Common Policy Principles

7. Ministers agrecd on the following policy principles for
all Member countries:

(i) Policics need to be sct firmly in a mcdium-term
framework to make clear the steaciness of policy intent. This
will, of necessity, call for flexibility in the implementation
of policies when circumstances require.

(ii) Pervasive economic linkages mean that the ability
of individual countries to achieve domestic policy objectives
depuends importantly on the policies and performance of
others. It is important for the consistency of policies that
vach Mcmber country take account of the inturnational
implications of Member countries' policies taken together.




(iii) The achievement of greater exchange rate
stability, which does not imply rigidity, is a major objective
and commitment to be pursued. In this context they noted and
welcomed the principles set out in the agreement by finance
ministers of seven Member countries, announced in Washington
on April 29th, 1983,

(iv) Improved economic performance and higher
employment 1equire a balanced use of macro-economic and
structural policies. Growing room emerges as inflation
diminishes and supply-side responsiveness increases. To this
&NG:

- Macro-cconomic policies should be consistent with
medium-term objectives of inflation control and
steadier rcal growth; some countries have found s
nominal income framework helpful in this respect.

- Policies to increase the profitability of
Job-creating productive investment are required.

- Collective bargaining should take account of the
necd to promote investment and to maximise the
scope for higher employment without inflation.

- Positive adjustment policies are necessary to
enhance competition and the flexibility of markets,
and to improve the allocation of resources.

- Labour market policies arc important to alleviate
the buraen of unemployment, particularly on young
people; targetcd programmes, including training,
can help to ueal with the problem of structural
unemployment.

- Facilitating stronger social consensus can in many
countries play an important role in achieving thc
necessary palance of policies.

8. while thesc policy principles are common to all Member
countries, Ministers recognised that countries are in diverse
situations. Not all countrie¢s have been equally successful in
establishing the preconditions for better economic
performance. Appropriate policies - herefore differ in
emphasis from one country to another.
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National Policies

9. ~In a number of countries, accounting for sbout 70 per
cent of OECD GNP, inflation is approaching the level of thno
19€¢0s. Confidence has strengthened; progress has been made
in tackling structural imbalances; and activity, which has
been weak, is now starting to recover. Further declines in
real interest rates should be aimed at. For such countries,
Ministers agreed on the importance of taking advantage of the
room that has emerged for increased output and employment; in
particular:

- As regards monetary policy, monetary aggregates
should allow for output growth which is sustainable
over the medium-term, with continued control of
inflation, permitting a continued casing of
interest rates. Current monetary policies are
generally consistent with this approach. Targets
for monetary aggregates should not be lowcred in
rcsponse to lower oil prices. Similarly, monetary
policy should not accommodate any resurgence of
inflationary wage and other income claims.

- Fiscal policy should be consistent with sustained
non-inflationary growth, higher investment and
higher employment. Structural budget deficits neced
to be reduced to make room for the investment
neeced to sustain growth and employment. Where
future structural detficits loom largc, it is
important to act now to &nsure that deficits on
this scale will not materialise, thus permitting
interest rates to ease. Given the strong
international transmission of intercst rates, such
action would promote recovery in the world
economy. The recuction of structural deficits
should take care not to jeopardise economic
recovery, and take account of the cumulative
effects of simultaneous action in a large number of
countries.. Where measurces to support activity are
considered they should be designed to promote
investment.

10. In some other countries, accounting for about 20 per
cent of OECD GNP, further progress against inflation is
required and structural impedimuents to better performance are
more pronounced. As a rcsult, growing room in the near-term
is less. For such countrics, Ministers agreed that
perscverance with non-accommodating mcnetary policy is
required, and structural budget deficits must be reduced
further as part of s consistent medium-term approach. It is
also particularly important that further «fforts be made to
rcguce structurai impcodiments.




11, In the remaining Member countries, despite serious
vfforts, inflation remains very high, while the international
recession and chronic structural problems mean high rates of
unemployment and underemployment. In such countrics,
Ministers agreed that limited flexibility of markets,
structural imbalances, and difficulties in monetary and fiscal
management are central problems, which must be addressed at
their core. Improved economic performance remains primarily a
task for domestic policies, although sustained recovery and

lower interest rates in the OECD area, and an improving trade
environment will makc this casier.

TRADE, DEBT AND ADJUSTMENT

12, Ministers uiscussed the powerful linkages between
growth, trade and debt which are now at work between creagitor
and debtor countries. They agreed on tne importance of taking
these linkagus into account as fully as possiblc in the
formulation of their macro-economic, tracdu and financial
policies, and welcomea the work being done in the Organisation
to help clarify the issues involved. They also recogniscd
that the world recession had exposed problems of a systemic
nature which neea to be addressed.

13. Ministers neoted that, during a poriod of severc and
persistent economic and social difficulties, the world trading
system has esscntially been preserved. They recoanised,
nowever, that there has been a continuation and even extension
of prctectionist tradc and domestic support measures to
shelter weak industries and companies from the full impact of
the recession and structursal change. Such measures havc
contributed to slowing down the movement of rcsources into
activities with greater growth and job-crcating potential. A
rcturn to sustained growth requires morc positive adjustment
policies, more reliance on market forces and more productive
investment.

14, Ministers agreed that, within the framework of their
overall economic co-operation, strengthening the open and
multilateral trading system is cvssential to support the
rccovery and the transition to sustained growtn. They
therefore agreed that the economic recovery, as it proceeds,
provides favourable conditions which Member countries should
use, individually and collectively, to reverse protectionist
trends and to relax and cismantle progressively trade
restrictions and trade distorting domestic measures,
particularly those¢ introduced over the recent pecriod of poor
growth performance. They invited the Secretary-General to
propose appropriste follow-up procedures. At the same time,
they egreed that the work programmes now under way in the GATT
and QOECD tc improvc the trading system and its functioning
should be actively pursucd.



15. Ministcrs welcomed the co-operative efforts being made
by tne International Monetary Fund, the Bank for International
Scttlements, the governments of the debtor and creditor
countrics and the private banks to preserve the coffective
functlgning of the international financial system. They also
recogniscd the determined efforts now being made by many
debtor countrics to adjust tc a less inflationary world.

16.. The groundwork has thus been laid for evolving a
mealum-term approach to resolve debt problems in a
trage-expansionary way as the recovery procceds. The aim
shogld be to maintain the basis for a continued flow of
savings through world capital markets to countries where they
can bc productively used. A first element in such an approach
1s to maintain normal disciplines between borrowers and
lengers. A second is that international lending will best
serve tne interests of both borrowers and lenders if external
finance 1s used to develop cfficient economies capable of, and
¢nablcd to, compete in world markets.

17. To this end Ministers agreed on the need for further
cfforts by both creditor and debtor countries to:

- Sustain a supply of finance to debtor countries, in
support of determined domestic adjustment policies,
that is sufficient to maintain or restorc adequate
levels of cssential imports.

- Work towards mutually reinforcing action, within the
framework of existing international agreements, to
establish more predictable and transparcnt trade
regimes, to reduce trade barriers and to pursue more
market-conforming vomestic structural policies.

DEVELOPMENT CO-OPERATION, DIALOGUE AND UNCTAD VI

18. - Ministers welcomed and shared the importance attached to
world economic interdependence, dialogue and conscnsus in
declarations by civeloping countries, most recently at BRuenos
Aircs. They reaffirmed their readincss to work, in a spirit of
unverstanding and co-operation, with the developing countries
and other participants at UNCTAD VI next month with the aim of
reaching a common understanding of current world economic
problems. In particular, they looked forward to discussing the
contributions which developed and developing countries can make
to further constructive dialogque and co-operation to:

- Ensure that all countries benefit from the economic
r¢covery now getting under way, and that cconomic and
social progress can gain momentum in the developing
world.




- Continue: to work togcther on development co-operation
policics to tackle the fundamental problems of
underdevelopment and poverty.,

15, Ministers rccognised that the world recession has
created acute difficulties, in particular for most of the
poorer developing countries. Meeting this challenge will call
for difficult and couragecous policies on their part. As
TeCOveIy procecds, these countries should bencfit from
increased export demand and higher commodity prices. But
Ministers recognised that external support remains of crucial
importance to facilitate the resumption of their longer-term
sevelopment., They thercfore agreed to:

- Maintain and, as far as possible¢, to increase their
aid with a view to realising their commitments to the
international aid objectives particularly for the
poorcr developing countries.

- Work together with the competent international
institutions to assist poorer developing countries in
implementing the difficult policy reforms required for
adjustment and resumed development progress.

- Ensure adequate funding from all contributors of the
multilateral aevelcpment institutions, in particular
the International Development Association.

20. Ministers agrecd on the desirability of diversifying the
developing countries' sources of external finance, and in
particular fuller usec of the potential for direct investment.

21, Ministers stressed the commitment of their governments
to pursue development co-operation policies beyond the
immediate requirements of economic recovery. They recognised,
in particular, th¢ importance of working with developing
countries to strengthen ano achieve greater stability in their
export earnings. They also recognised the importance of
technical co-operation, and reaffirmed their commitment to a
strong centrally-funded system of United Nations technical
co-operation.



EAST-WEST ECONCMIC RELATIONS

22, Following a decision taken by Ministers last year, the
Organisation has carried out a thorough cconomic analysis of
the evolution of trade and financial relations with the USSR
and other Eastern Europcan countries. Ministers noted that
these relations have, wich some exceptions, evolved in a less
dynamic way than those with more market-oriented economics and
not met earlier expectations.

23. This purcly cconomic analysis dcemonstrates that
East-West trade and credit flows should be guided by the
indications of the market. In the light of these indications,
Governments should exercise financial prudence withcut granting
preferential trecatment. Ministers recocnised, moreover, that
practices connected with the state-trading system of centrally
planned economies can create problems which need to be kept
under close examination within the Organisation. More
generally, they agrecd that, in the light of changing
circumstances, the Organisation should continue to review
East-west economic relations.
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CONCLUSIUNS

1. ministers assessed world energy requlrements and
security for tne next two uecades, bearinyg in mind the
importance of adeguate and secure energy supplies to the
praospects for sustained economic ygrowth. They notea with
satisfaction the progress that ihaa been made since 1973 in
reducing dependence on importeo oil by increasing energy
efficiency and the use of alternative fuels, notably coal, gas
and nuclear eneryy. This progress has contributed to the
lowering of o0il prices which is now bringing an important and
welcome relief to the world economy. Ministers agreeu,
nowever, that sucn reliei was likely to pe temporary and that
there is a risk of a renewed eneryy constraint on growth later
in this decade unless the industrialised countries strengthen
their policies to restructure their eneryy econoales.
ministers noted, in this context, that dependence on imported
0il, tnouyh reduced, remains hign in many of their countries
and that this remains the major risk to their energy security;
that tne contributions of coal and nuclear eneryy are running
significantly velow earlier expectations; that the prospect of
growing imports of gas tu help reduce dependence on imported
0il could lead tu heavy dependence by some countries on single
sources of gas supply; and that the outlook for investment in
the efficient use of energy and for the development of
ingigenous eneryy sources is less tnan satisfactory. They
agreea that some of these proolems could be accentuated by the
uncertain outlook for oil prices.

2. Since industrialised countries as a whole will, in any
event, continue to rely neavily on importeu eneruy, smoothly
functioning world energy markets over the long-term will be
essential for their economic well-being. Industrialiseg
countries must seek to reguce tne risk of disruptions and be
preparec to minimise the efrects on their economies of any
which occur. The Dalance vetween energy security and costs
will have tou oe struck under the responsibility and in the
circumstances of indiviagual countries, having regard to their
international coammitrients. &ach cuuntry will, however,
continue to develop strong and cost-effective eneryy policies
pased on ‘that combination ot warket forces ano jovernament
action which is best suited to its circumstances but including:

- implementing anc as necessary strengthening
present policies to promote tnhe efficient use of
eneryy and the continuing replacement of o0il by
other fuels;
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- rapic and, winereg appropriate cuoperative,
developmnent on an economic basis of indigenous
enerygy resources - fossil fuels, nuclear energy,
hydropower and other renewabdle eneryies - to the
maximum possible extent consistent with
environnental and social factors and the need to
secure supplies beyonu the turn of tne century,

- seeking to remove impediments to its trade in
energy;

- supstantial programmes of research, development
and demonstration;

- pricing anu fiscal regimes wnich promolte tne
rational use of energy and the development of
indigenous eneryy resources;

- diversification of sources of energy imports;

- cooperation on a4 regional vasis or as otherwise
appropriate to improve the overall flexibility of
energy systems and to overcome transit proolems;

- effective cooperative measures for dealing with
disruptions in enerygy supplies.

ministers recognised that energy security and smoother
functioning of world eneryy imarkets is not « matter for
ingustrialised countries alone. ™More effective energy policies
in the industrialiscu area snoula ease tne world eneryy
situation and thereby the energy situation of the non-o0il
developing countries. Tney ewphasiseo the importdance of autual
understanding with energy exporting and importing developing
countries to tine achieveuent of these «lms. vJevelopment uf the
indigenous energy resources, including new and renewable
eneryy, Oof the aeveloping countries couiu in its turn make an
important contribution to improving the world energy situation.

P

Eneryy £fficiency

3. Ministers recoyniscd tne importunt potential
contribution of improved eneryy efficiency to overall energy
security anu agreeu to gyive particular attention as appropriate
to:

- financial or otiwer weasures to stimulate the
efficient use of energy and conversion from oil
including nelp to industry anu others to overcome
the hign initial investment costs of certain
eneryy~-saving anu fuel-switching weasures;

- the developmwent of energy conservation services
capable of orfering « cowyrehersive puckage wnich
would include information on rational energy use
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and 0il substitution, srovision and installation
of eguinment, and financial advice tailored to
tne neeas of customers;

the publication of tecnnical and financial
information on tne efficient use of energy and of
any assessments which governments may make of
lony-term trends in energyy dewmand, supply and
prices;

demonstration oy jovernaents within tneir own
operations of the value of energy efficiency;

inclusion of eneryy efficiency as an elewent in
industrial policy; _

energy erficiency in transport anu in the
building sector through higher voluntary or
Mmanuatory standaruys;

policies to overcome structural parriers which
mute tne impact of market signuls.

Pricing and Fiscal Regiwmes

4,

Ministers agreed to pay particular attention to:

removal of those price regulations which
discourage the development of indigenous energy
or the displacement of 0il by other fuels or the
efficient use of energy;

the pricing policies and where it exists
rejulation of the tariffs of electricity
utilities so as not to impede the provision of
funds ftor investment in new generating capacity;

reviewiny energy pricing policy, with the aims
that encergy Jrices shoulu be more transparent ana
more closely reflect market prices or the
long-term costs uf waintaining supplies, as
appropriate;

the structuring of tiscal regimes for oil ang gds
production so as to encourage timely development.

Coal and Uther Solid Fuels

5.

minist2rs agyreed tihat to proaote on an econowic basis

further expansion of production, use and trade of coal and,
where appropriate, of other solid fuels incluaginyg lignite ano

peat:

thelr couniries should continue to reuuce
impediments tuo a major expansion of coal use in
electrical power generation ang in inot:cry;
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- their countries snoulu tuke steps to grov1de the
infrastructure needed for increased production,
transport anu marketing of coal;

- coal-exporting countries should facilitate
reliaole codl exports in times of :up,ly
difficulties;

- their countries should prowmote the aevelopuent of
a flexible and diversified coal trading system,
paying .articular attention to the neeud fur
long-term contracts.

6. Coal use wust ve environmentally acceptable.
Ministers agreed to accelerate cooperative efforts to promote
strategies for the clean use of coal, incluoing research,
development and demonstration regarding coal use technologles,
anu to estavblish effective regulatory framewourks wnich allow
coal users to choose the most economic means to achieve
environmental goals. Tney will assess available ang new
tecnnologies and review regularly the pace and impact of their
introouction.

nNuclear Power

7. To tulfil its important poucential four contrivuting to
cverall long-term energy security which is the concern of all
industirializev countries, nuclesr power w»ill have to play &
major and increasing role in many countries. wministers:

- stresszsu the importance of encuuraging stavle
trade in nuclear eguipment, fuel cycle services
anu nuclear fuel. gxport ana import regyulations
must be predictable, and based on the strict
respect of current non-proliferation policies;

- agreed that ™Member countries would maintain
reliaole standards of nucledr reactor safety una
continue to co-operate in various fora on these
matters. Procecures for the approval of reactors
and nuclear facilities should be as clear and
expeditious ds pussiole;

- stressed the iumportance of international
cuo-operation on spent fuel storaye anag waste
disposal. They appealed to the governments of
those countries in a positiun to do so to
stimulate further progress in developing and
apolyinyg effective and timely metnods for
managing the back end of the fuel cycle in ways
best suiteu tu their national situatiuns 4anu
compatiole with international agreements. The
conpetent vuvuies of UELJU were regquested to work
toyether on periodic consultations on the
Progyress ov eiinbler yuveriients in ine waste
disposal programnme;
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- reguesteu The Competent Jsudlies of ULlu tou identafy
for prompt examination new possicilities for
research anu uevelopwent 1N cdvancCeu tecimolo jies
thnat support these conclusions.

Action oun tnese lines will provice tne oasis for ovota
institutional impegiments and public acceptance concerns an
nuclear puwer to be vigorously aduresses anu allayed witerever
possinle.

Gas

L. ministers a_reeo tnat yas nas an important role to

play in reducing uvependence on imported o0il. They also agreed,
however, on tng laportance of avoiding tne developuent of
situations in wnich imports of gas could weaken rather tnhan
strengtnen the gneryy suuply security anu thnus tne overall
econumic stability of memver countries. They noted the
potential risks associated witin nign levels of dependence on
single supplier countries. ™inisters stressed the importance
of expedgitious uevalapment of indigenous uzll encrgy

resources. They noted that existing contracts are currently
insufficient to cover expacteu gyas deaanu vy the .id-199uys, and
agreeo tihat in filling this gyap steps should be taken to ensure
thul Nu UnE Producer is 1n a gpusition to exercise monupoly
power over UECD countries. 7To obtain tne advantages of
increascy usSc Ul JgdsS uil an dcc2ptaoly secure vasis, tney ayreed
that:

- tnelir countries would seex to avuly undue uegenuence
on any one source of ygyas imports ana to obtain
future jas supplies frow secure sgurces, with
emphasis on inaiyenous OECD sources. Additional
supplies frow other sources would oe cotained rfron
as diverse sources as possible, taking into account
supuly structures, tne share of jas in eneryy
balances, and the geographical situation of
inagivicuual countries. In assessing tne full costs
of gas supply sources, gas companies ano, as
aporopriate, yovernwents will consider security
factors; '

- thelr usuvernments would eitoner encourage ;as
companies and other undertakings concerned to take
Or take Nhewsclves tne necessdary anu appropriate
cost-effective measures suited to each country's
situation tu sirenginen tneir ability tu dgeal witn
supply disruptions; these measures could include
increaseu gyas sturaye ftacilivies, contingency uemand
restraint proyrammes, improved fuel-switching
capavuilities accompanieu oy adeguate stocks of oil
or other alternative fuels, a nore flexipble grid
structure, . reater flexioility of contracts, aore
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surye capacity, measures to accelerate intra-0ecCo
trade on snort notice tnrouyh stanuuy cuntracts four
supplies in a disruption, and interruptible
contracts witn consuagers;

action should ve taken to develop at economic cost
ingiyenous yas resuurces, gparticularly in wortn
America and the North Sea, which show promise of
alleviating uverall or particular pressures on
eneryy imports;

concerneu aenber governwuents nocing tae potential
for further uevelopment of North American gyas
resuurces and noting that opurt of the urweyian
Troll field may ove declared commercial by 1984,
woula encourage their companies to pegin
neyotiations on deliveries from these sources as
sooN ai possivle, witn o view to wdking supplies
availavle at prices competitive with other fuels in
the wid-19yUs;

traue varriers anu other varriers wnich could dgelay
development of inaigenous gas resources should bDe
avolseu Or Treuuceu;

their governments would encouraye the companies
concerneu to unueritake teasipilaty stuuiles, if
appropriate in cooperation with member yovernaents,
to ueterwine tne ecunuiic, engineering, tecinical
and financial factors, relevant to possiole imports
from o vaTriety of nNun-udCu souUTCes;

governments within one region where there is scope
for erfective cooperation shouly invite jas
companies operating in their jurisdictions to
aduress and negutliate on 3 cumwercial uvasis
cooyerative arrangements to meet a disruption of
supplies to any vne country ur to the regiun as a
wnole;

S5pecial attention snoulo we piven in th2 unnual
country review orocess in various international
oranisations to trne rtuture pattern of Los supplies,
to the progress on the development anag
implewentation of security neassures, snu tou whether
gas imports into the 0cCO from any single source
constitute sdoin o proportion of tovul suvplies as tu
give rise to concern about the timely development of
indiyeinous resources anyd tne vulneraoility of
supplies, eitner for an individual wmemoer country or
collectively.

In considering tne uyegree of vuilneraoility, relevaot
factors include the share of imports in total yas
consuniption aing 1n Total oriaary energy
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requirements, the reliavility of particular sources,
tne rlexiwvility o1 vtoer sup,.lics, seccooral
distrioution, stocks and fuel-switchiny
possioilities.

- AN In-ucuiin excihnanye OfF views aoudt thils question
would take place within tne normal review process
whenever cunsideres necessary. (v allow a full
assessment of its energy situation, the country
concerneu snall inform tue otner mewmver states if it
plans major chanyes in its energy policy or yas
supuly pattern whicn are significant in tne context
of development of indiyenous UOECU resources and
vulnerability or gas supplies.

ministers expressed the view tnat special attention
snoula we ygiven in relevant international orgyunisations to tne
gas import situation of individual countries and regions.

uil

9. ministers nuteu uinat since 1974, considerable proyress
has been made in iwmproving enerygy security as far as oil is
concerncd. A continuation of these efforis wil uve neccessary,
however, as oil will remain by far tne most important factor in
UcCu eneryy imports. Tnus, in the year 2¢uu 0il will still
constitute more than 75% of all UECD energy imports. m™inisters
tneretfore dgreed un tie iasportdnce of stron, Couupcelative
arrangements for nandling a wmajor oil supply disruption and, in
thne vase ol IcA ainisters, un tne need for countinueu
improveiment of the existing emergency allocation system, and
the need o continue to encourage oil companies tu sup.ort the
improvement andg, if necessary, the operation of the system. To
strengtnen their overall ewmergency precarecness, oinisters also
ayreed to continue to pay particular attention to the continued
adeluaCy oOf tnelr countries' uvil stocks 1in teras of amosunt,
structure and flexibility.

Otiner unelgy Ae30ulcis

10. Mlinisters reaftirined thelr reaviness to pursue
policies both at tne national and international level, aiwming
at 2xplolitation of otner indigenous energy Tesources sucn as
hitherto unharnessed nhydropower.




