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R A cons1stent and rat1onaL approach to energy pr1c1ng s one of the »
. ma1n components of poL1cy for the ach1evement of the a1ms wh:ch the i
,Commun1ty has set 1tseLf ine the f1eLd of energy suppLy and demand. AR

B It shouLd 1n part1cutar, ass1st ‘the: process of macro-econom1c J
T adJustment\to h1gher pr1ces for 1mported o1L, perm1t an adequate
| {i¢t~_ st1muLus to 1nvestment, encourage energy eff1c1ency and contr1bute “;3

) to the tran51t1on from o1L to other forms of energy.~»'j5 R
1;2.‘Inhthis‘Communicétion fhezcommissiOn:t

P b ~

"‘f* deveLops the pr1nc1pLes of energy pr1c1ng adopted by the Counc1t
'1n 1ts Resotutton of 9- June 1980, -and suggests a ser1es of - ‘

‘ Fsihpract1caL a1ms fon,energy pr1c1ng polmcy (Sect1on 2)

- \

B ﬁ isurveys the state of: transparency 1n the markets for the var1ous
‘V:f forms of: energy (Sect1on 3) 7ﬂf"w‘ ’ " '

2 —
IR

- descrvbes recent trends 1n pr1ces w1th1n the Commun1ty (Sect1on
\'— . ‘.'::‘ 4) ‘\u' -, ‘: . ) ‘ ' i ‘-,A . N g _--’i .‘-.

e U . H - . g v
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. f12j7’-fj exam1nes the reasons for d1vergence 1n prwces forx1nd1v1duaL forms

N k}_,i of energy w1th1n the Commun1ty (Sectton S) S1nce taxat1on ist o
| -;l V the ma‘n cause of d1spar1ty 1n pr1ces for o1l products, reference ff:i
ST | ~is made to- the Commvsswon s Commun1cat10n on 0jl Taxation - ."“;5',>A
"t‘:;;<. (COM(81) 515 ';; o ~t'~';j_.,ﬂ-¢.ﬁif'j = “h;,,_ 45“zﬂ-ﬂf '5{;'3

~ L K _ .7y

presents, in conclus1on, a draft Counc1L ResoLutton wh1ch conta1nsfﬁ' :

, ‘,a fuLLer statement of Commun1ty a1ms 1n th1s f1eld proposes a- _
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programme of act1on to 1mprove transparency, and suggests a number
of areas where there is 1mmed1ate scope for act1on to 1mprove the

cons1stency of pol)cwes affect1ng energy pr1c1ng.

In th1s main paper, many compLex 1ssues are deaLt w1th 1n summary

"form. It ds. based on .a fuLLer anaLys1s of . market prospects, the I

i state of transparency and the reasons for d1vergence in pr1ce w1th1n

" the Commun1ty wh1ch w1LL be sent to the Counc1L separatetyq A

'stat1st1caL annex presents ‘a summary of some of the: Latest pr1ce data

rava1LabLe to the Comm1ss1on. ; _ e ~f';,. ;:‘; S

+SECTION 2 —:GENERAL*PRINC"IPLETS '

S e . s

2 .. . ~ ., - .. t

2.1. Both the Coun¢il and.the. European’ Council. haVe“on'numerous‘occasions_:

P

reaff1rmed~the centraL roLe that -energy: pr1c1ng has to pLay 1n

'“ﬂpromot1ng structurat change 1n the economy of- the Commun1ty. . At a'

:Commun1cat10n of the Comm1ss1on to the Counc1l on "Energy and

macro-econom1c LeveL*the main eLements of poL1cy were set out in. &

< Economwc PoL1cy (COM(80) 583).,& Thws paper taid part1cuLar stress on-

:?the need for " consumer pr1ces to. refLect in full: trends 1n energy

'wpr1ces on world markets, on the need for adJustment 1n 01L product

pr1ces 1n a manner that does. not d1scourage energy sav1ng and fueL

sw1tch1ng, ‘and_on the need for -a pred1ctabLe and rat1onaL h1erarchy

. of relat1ve prices between 1nd1v1dual forms of energy. . v

4In a Resolut1on of June 1980, the Counc1L adOpted the foLLow1ng

'7pr1nc1pLes for energy pr1c1ng poL1cy'

-t consumer pr1ces shouLd reflect representat1ve cond1t1ons on worLd

markets, taking 1nto account Long-term trends"

1Commwssmn staff working paper on: "The pr1ce and cost structure of energyg;‘“
markets 4n. the Commun1ty XVII/256/81 dated 5 October 1981 - IS '

B \ .
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) '»:* one of the factors determ1n1ng consumer pr1ces shouLd be the cost

e

: of repLac1ng and deveLop1ng energy resources 5'B 154 ,jj e

”energy pr1ces shouLd be character1sed by the greatest poss1bLe A

degree of transparency 1 s '-»L L 'f,f,‘_, gf_-‘;

+ . . . e L e T e . - . .

2 2 However, acceptance of these pr1nc1ples at a theoret1cal LeveL 1s S

- fj not in 1tseLf an adequate response to the probLem." Th1s 15 in part
’ because energy markets are h1ghLy 1mperfect.. externaL o1L pr1ces are
"Export1ng Countr1es (OPEC) 01L product pr1ces are heav1Ly 1nfLuenced
by consumpt1on taxes.‘;coaL pr1c1ng 1s dom1nated by pubL1c '
u_’wntervent1on, gas and eLectr1c1ty ut1L1t1es enJoy LocaL monopol1es'
‘-—';iland are in most cases d1rectLy or 1nd1rectLy controLLed by c
%'fi-i : p governmentu - Even between Member States: who are genuvneLy se°k1ng to

- 1mpLement the agreed pr1nc1pLes, d1fferences in poL1cy can and do

~ -

Largely determwned by dec1s1ons of the 0rgan1zat1on of PetroLeum . i;f‘

..\‘,'

S Lead to d1spar1t1es in pr1ces. f.- - } ;,j.l»‘ o z-’f'g1‘ﬂr"_‘ -

»

-

2 3 Th1s 1mperfect1on in. markets 1slaccompan1ed by a, generaLLy poor LeveL
S of: transparency.;u The Commun1ty has devoted part1cuLar attent1on in.
recent years to 1mprov1ng the scope and quaL1ty of pubL1c 1nformatton

on energy pr1ces 1n the beL1ef that th1s*1s one of the best means of

‘f'ensurwng that pr1ces genuxnely refLect cost and market cond1t1ons,-,g”

g and, d1str1bute costs fa1rLy between consumers. Sect1on 3 below

rev1ews the progress that has been made 1n th1s f1eLd.L

. L
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1Annex to Counc1L ResoLut1on of 9. 6 1980 on PNew L1nes of Act1on in- the
FweLd of: Energy Savwng” OJ No C 149 of 18 6. 1980, page 4.\
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2 4. The f1rst LWO pr1nc1ptes - the need on the one hand for reaL1st1c

N,

‘ Er1c1ng ("vérité des" pr1x”) and, on the. other hand for prwces to l
reflect trends in Long run cost - raise a- w1de range of d1ff1cuLt

‘theoretical 1ssues. ' To what’ extent is there, or will there be in
the future, ‘a wortd market- for coaL and gas such as already. ex1sts
 for o1L° What is. the Long—term trend in product1on costs for ‘
1nd1v1duaL fuels? " 'To what extent w1LL 1nter fueL subst1tut1on
affect reLat1v1t1es between the pr1ces of 1nd1v1dual fueLs° ' How is.
'L the repLacement cost of a non-renewable resource to be’ def1ned°
- .5Howtlong s the Longﬂterm? o If - pr1ces on world markets depart in-
L the'short.or medium term’from»Levels that are justified' bx tong-.’
'Eftermfcost Considerations,‘whfch-principte_is‘to‘take pﬁiority?l
-'3 5 It wOuLd be d1ff1cuLt to deveLop proposaLs for energy pr1c1ng poL1cy
N in the Commun1ty by seek1ng agreement on.all these 1ssues.. Trends
'1n energy pr1ces and costs. can be foreseen only 1n Vve€ry- generaL
terms. . In part1cuLar,.the world’ pr1ce of oil w1Lt 1nev1tably rema1n
h1ghLy unstabLe and unpred1ctabLe. Th1s 1nstab1L1ty is: 1ndeed a -
f'maJOF reason why the Commun1ty has set- 1tseLf the strateg1c
: .\obJect1ve of reducing. dependence on o1L. ‘ Because the pr1ce of
. other fueLs is Llinked: on the\one ‘hand - to that -of 0il, and on the po
other hand _to thetr own product1on costs; the cause: of. the1r pr1ces '
1s also unpred1ctabLe, but- 1t is poss1bte to 1dent1fy some Long term

trends. L '7‘ ST : L ' SO T

K

- N ° - - . ! o

The pr1nc1ple concLuswons that can be drawn from the more. deta1led
anatys1s of. poss1bLe future trends in pr1ces for the mawn energy

forms are as foLLows. '_‘ . *.'; : 3"4 . . .*"
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-ita)iO1L pr1ces w1LL rema1n voLat1Le. - In'the'Long run an upper L1m1t L

L 26

. and eLectrﬁcwty.~: Gas has made a usefuL contr1but1on to the

“will.be- set. by the cost of . non-conventtonat 01L wh1ch w1LL
‘probabLy be - h1gher than the present pr1ce., At these Llevels,

;w1LL cease to be compet1t1ve for the product1on of heat and

l'w subst1tutabLe uses, espec1aLly transport fueLs and petrochemwc

j:-feedstock _:?' R ‘:f .

'f:(b) The future c0urse of g pr1ces 1s part1CuLarLy d1ff1cuLt to

‘forecast Reserves are Large, and better d1str1buted than th

'\ffor 01L.J. In the short run, the concentrat1on of export capac

s

in- the hands of a few producer countrwes does offer then an

o1L

-

o eLectr1c1ty, and 1ts -use w1LL 1ncreaS1ngLy be conf1ned to non-‘.

aL

ose

1ty-

wfopportun1ty to” pr1ces for an’ at1gnment of, gas pr1ces aga1nst’

A

jthose for ‘crude 01L. . However, 1n the Long run,. a ce1L1ng w1L
“‘be set by the pr1ce of aLternat1ves, espec1atty coaL and :

c . eLectr1c1ty.\— {'”’f u' (' ;l L -

'fc) WOrLd coaL reserves are very Large and seem- capabLe of meet1ng

any L1keLy expanswon 1n demand at’ prtces which. w1LL rema1n
fhrcompet1t1ve w1th those tor o1L Transport and 1nfrastructure

’costs wwLL remaun anzwmportant etement in consumer pr1ces.‘f
. . e . t_,_r ' {

K

;(d)gThe cost of eLectr1c1tz suppty has faLLen reLat1ve to the pr1c

;of compet1ng fueLs, and th1s trend 1s L1keLy to cont1nue.'u-

v

.Pr1or1ty shouLd therefore be gtven to converswon from o1L to- coaL

L.

e

reduct1on of o1L dependence 1n the past' however, the extent to wh1ch

-hgas can conttnue to enLarge 1ts share of the Commun1ty energy market ‘"

4 Uw1th0ut g1v1ng r1se~to secur1ty and pr1ce r1sks 1s an 1ssue now under"

"~,'act1ve d1scuss1on (see Sectton R beLow). :
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At the. same twme, however, there are many sources of 1nequat1ty in -

prites w1th1n the" Commun1ty which arise not from d1fferences in costJ

“but . from dﬂfferences in .market structure, fmscat poLwcy, ‘and the

organ1zat1on and f1nanc1ng of public’ ut1L1t1es.,. "It s 1n

m1n1m1s1ng ‘the d1stort1ons wh1ch arise from these sources that there
is a part1cuLarLy 1mportant roLe for the Commun1ty td pLay 1n '
promot1ng a; cons1stent approach to: pr1c1ng poL1cy..' in 1mplement1ng

the agreed pr1nc1pLes, the Commun1ty s a1ms should 1ncLude the

foLLow1ng R o A-",‘ ke

.

. “="consumer-prices. must ensure :an adequate.rate .of return on

.’\investment'in.energy suppty and.energy_efficiency;

b pr1ces shouLd provwde reL1abLe market s1gnaLs on the price. of energy

? ‘reLat1ve to those for other goods and serv1ces and, so far as s

\

- d1fferences in pr1ces w1th1n the Commun1ty ar1s1ng “from d1fferences

poss1bLe, on’ trends “in-price reLat1v1t1es between 1nd1v1dual forms
of energy, o o Lo o o

~ y . . - '

S

< pr1c1ng pol1c1es shouLd comb1ne reaL1st1c pr1c1ng based on market

cond1t10ns and - costs w1th the r1gorous pursuit - of.cther energy
: 0bJect1ves,,part1cuLarLy on the demand -side., . Differences: 1n ,
- energy pr1ces w1th1n the Communwty may onLy be Just1f1ed by the
'ex1stence of comparat1ve advantage (whether 1t ar1ses from favourabte
Locat1on, prudent 1nvestment or super1or product1v1ty) or by: the
ex1stence of pr1or1t1es (such as the reduct1on of dependence on. o1L
or the penetrat1on of coaL, electr1c1ty or other aLternatwve
sources), prov1oed that such pr1or1t1es are in accordance w1th

Commun1ty energy obJect1ves,~

N e

“n potwcy must in any case be cLearLy 1dent1f1ed as :a matter of
- urgency,'and progress1veLy reduced f To th1s end, there 1s a need
to oeveLop common approaches in such areas as energy taxat1on, L

orice rcatta*~or, the, construotxon of _eas and etectrmct*v rarifde

-and the man gement’ and f1nanc1ng of pubL\C\ut1L1t1e5.
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. SECTION 3 - TRAN’SP‘AR'E-NCY:.-f‘*_:f. T

3.7 As suggested 1n paragraph 2. 3.,above, transparency 1n the market for :;;
energy is a necessary, ‘but. not suff1c1ent cond1t1on for the. ' -

- reaL1sat1on of the above a1ms.\ In pract1caL terms,_the requ1rement‘i

- for- transparency means that'

- » . [N . - -‘

AN

"f% aLL consumers shouLd have easy access to 1nformatwon on; the pr1ce ‘f
::3of energy, on how that pr1ce wouLd vary 1n response to changes in 4.7
‘rthe voLume and pattern of 1nd1v1duat demand, and on the 1mpL1cat1ons

'for the1r energy expend1ture of sw1tch1ng to aLternat1ve forms of

energy, - ‘;:3' ST f'.'. - '} o -"ff - fl”

C= i the case of 1noustry, consumers shouLd aLso have ready access ﬁ~“ ’
:3_ ;"to 1nformat1on on. the energy prwces ava1LabLe to the1r competwtors,‘j"

both LocaLLy and in other countr1es, S, ‘f

L 4\
Ao

'; consumers shOuLd be abLe to reach 1nformed Judgements on trends 1n»;,
'energy pr1c1ng, they shouLd therefore be: 1nformed about the methods

~by wh1ch pr1ces .and tar1ffs are determwned, about the pr1ces pa1d - 'ji

\
! A

.for pr1mary energy by the energy 1ndustr1es, and about other costs

o 1ncurred in the transformatton of prwmary energy and 1ts d1str1but1on
! to consumers. o ~d;“<4a_sr_‘(&n; . ".fi‘ n;:' l

'~3 2 These three a1ms represent an ascend1ng scale of amb1t1on. . Efforts bx o
t‘ S the Comm1sswon to 1mprove transparency, espec1aLLy 1n the 0il. market
' ”have generated a weatth of reL1abLe, pubL1shed 1nformat1on on the

pr1ce of transport fuels and of pr1ces for other forms of energy for~

t~ ~ :
< AN .

domest1c consumers.uA’uis" 'f< : '-;.:'*F e o R

- < : - “ 4

- . . . o R 1 P Ce -
For prlces to 1ndustry, the pos1t1on 1s Less sat1sfactory.~ ALthough

. off1c1aL pr1ces and tar1ffs are w1oeLy publ1shed, 1ndustr1al pr1ces
= are, in most countr1es, normaLLy et/ for aLL but the smaLLest consumers
1n 1nd1v1duat contracts.:; Such contract pr1ces,'even ‘when. based on ]
puwashed tar1ff formuLae, may vary swgn1f1cantly in accordance wwth
1nd1v1duaL curcumstances.e ALthough many suppL1ers are w1LL1ng to .
pubL1sh aggregateo data on the average ‘cost: of energy to consumers 1n
,'~1‘ spec1f1ed categorwes,’some are not'i th1s appres 1n part1cular to f‘
'fg ‘Tvery Large consumers.;; gjffﬂ“.; - Lo 3,~';'1‘;Qﬁ;*'~;ij.f%*“f3-




. -Not aDL of _the 1nformat1on ava1LabLe to the Comm1sswon on energy

pr1ces and costs contrxbute;d1rectLy to transparency. . In the first,
pLace, a great deaL of 1nformat1on, some of 1t suppL1ed under
Community reguLat1ons, 1s commun1cated to the. Comm1ss1on on a

conf1dent1aL basis. - The Comm1sswon can- onLy use th1s 1nformat1on as -’

background, and 1n some cases uses aogregated resuLts der1ved from it

“-in official documents. _ n other cases the Comm1ss1on receives.

~restr1cted 1nformat1on wh1ch can be communwcated to Member States and

other 1nterested author1t1es, but which: cannot be - pubL1shed.-. The “r
fmost.d1rect contr1but1on to transparency 1s made in cases where.ﬁ :
wnformat1on is coLLected w1th 8" spec1f1c view to EubL1cat1on., Inf.

summary, the s1tuat1on for each form of energy is as foLLows

- (a CoaL The ECSC: Treaty requ1res the pubL1cat1on of off1c1aL sales

prices of Commun1ty coal producers. "In pract1ce, however, the' f

‘_pr1ces actuaLLy pa1d by consumers, determined not onLy by the cost
of product1on, but are heav1Ly 1nfLuenced by transport costs and
. by the pract1ce of downward’ aL1gnment to the price of 1mported
T coaL - The Commission® rece1ves data on- coal’ 1mport ‘prices and
| -publ1shes aggregated 1nd1ces. The coaL 1ndustry prov1des reL1abLe

._Jnformat1on on the cost of product1on within the” Commun1ty ona

‘-con.1dent1aL bas1s, some producers pubL1sh 1nformat1on of this
: k1nd.u- o Ll ’

- P -

:j(b) Oit..' The Comm1ss1on pubL1shes extens1ve 1nformat1on of pr1ces of

",acrude oil and pr1ces for: and taxes. on reta1L sales of the ma1n
' products. Work on 1mprov1ng th1s data is, 1n hand on a cont1nu1ng
bfbas1s W1th the ass1stance of an expert group: attent1on §$ at -
:present focussed on contract pr1ces for bulk suppL1es of . heat1ng

-0l and. on the means’ of 1mprov1ng transparency of ref1n1ng and.

d1str1but1on.‘

e Gas. ~Theistatistjca1 Ofticelofathe European-ﬁommunitie3$(SOEC)'
. ‘pubtishes an-annual-survey‘of gas prices.'* Tor most countrﬁes th55'
'g1ves a ‘reliable. 1nd1cat1on of pr1ces appLy1ng to new contracts for

the suppLy of firm: (non-1nterrupt1bte) gas to a range of consumers
 but excLud1ng some’ of the largest 1ndustr1aL consumers. However,

‘-1n the UK and parts of Germany,'1ndustr1at gas tar1ffs are not

-

. .
N - ," N -

S



3.4 F

. The market An buLk suppL1es for 1ndustry presents more d1ff1cuLt1es.

puwashed, and no 1nformat1on is- avawLabLe from the Largest Tif
J-oerman suppL1er (Ruhrgas). In most countr1es, an 1mportant

: Share of 1ndustr1aL gas 1s suppL1ed under 1nterrupt1bLe contracts

“.’for wh1ch cond1t1ons vary w1deLy,‘and on wh1ch the Comm1ss1on

'rece1ves no’ systemat1c data. o The Commwss1on rece1ves no. . S

’.1nformat1on of any k1nd on the pr1ce at which- suppt1ers acqu1re

g gas nor. on. the costs. of handL1ng and d1str1but10n.j';7

Cd)#ELectr1c1tz .7 The SOEC pubL1shes an annuaL survey of eLectr1c1ty )
pr1ces throughout the Commun1ty wh1ch g1ves a reL1abLe gu1de to '"}_“

-:’pr1ces to aLL but the very Largest 1ndustr1aL consumers.,i As

: ;\wwth other forms of energy, transparency of prwces to, such -

:consumers, espec1aLLy in the steeL and chem1caL 1ndustr1es, 13 o .

.

poor, and tre p1cture here 1s complucated by the ex1stence 1n - 'f '}}z
-lnany countr1es of Long-termrcontracts concLuded in the past at | ,,
‘<fvery favourabLe pr1ces.’A Some eLectr1c1ty producers pubL1sh data~
UQ 'on the cost of generatwon and d1str1but1on, but- others,_ o ,
- espec1aLLy 1n tnose countr1es (Germany, Betgwum,’the NetherLands,
'fDenmarkD where the 1ndustry is pr1vately owned, pubL1sh none.A‘;,

'*There 1s no reL1abLe 1nformat1on on the 1nput pr1ce of oaL and gas.fw'

v . - LYo t.\nlt/~

for - the reta1L market, the present s1tuat1on 1s generaLLy sat1sfactory.;

7,Some energy suppL1ers .ang consumers argue that swnce sk1LL and

spec1akjsed knowLedge are requ1red to make meanwngfuL_compar1sons i o

"betweeh markets'whére cond1tions d1ffer, the, commun1cat1on of, pr1ce

nposs1bLe and usefuL There 1s no Just1f1cat1on for treat1ng }

A

1nformatwon shouLd be restr1cted. The Commwss1on does not agree._ The

'progress that has aLready been made 1n the o1l and. eLectr1c1ty markets

‘;shows that the coLLect1on and pubtwcat1on of reL1abLe data 1s¢both

S

':.,dwfferent forms of energy 1n d1fferent ways, and the Comm1ss1on

f%therefore attaches 1mportance to the 1mprovement of the quaL1ty of -

:estt1ng gas and coaL pr1ce stat1st1cs, and to estabL1sh1ng

‘arrangements for the coLLect1on and pubL1cat1on of-data on coaL and gas

1mport pr1ces.t'_ff ‘j_-fé-_t~f; T g1p AT

1
s
|
\
!
~
.
.
.
i
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"3.5.-In the absence of. arrangements to ensure compLete transparency for very
Large consumers 1t w1LL ‘at Least be. necessary to develop separate .
- arrangements for mon1t0r1ng the pr1tes charged in contracts of. th1s S
ﬂ k1nd at Commun1ty Level so as to ensure: that Commun1ty ruLes on.
compet1t1on and ‘the. agreed pr1nc1pLes on energy pr1c1ng are’respected

[

SECTION & —'RECENT'TRENOS iNJENERGY'PRicEs;]g»“j-':_ EUR ;,"_Ef

+
-

o kA . B . -
,f,("

{4 1. Some of the pr1ce data referred ‘to above 1s presented at Annex 1n the
‘ form of . four tabtes showing: trends 1n the reLat1ve LeveLs of pr1ces as.
between Member States1, the 1nc1dence of taxat1on, the evoLut1on of
pr1ces 1n reakt, terms, and trends in’ the d1spers1on of pr1ces w1th1n the
Communtty. . The pr1ces are for January 19?3 1978 1980 and 1981., The .

foLLow1ng generaL conctus1ons can. be drawn.

!
'\.' -

(a) The pos1t1on of each Member State w1th respect to the COmmun1ty mean

: dwffers for each form of energy, th1s refLects pol1cy d1fferences

(see Annex, TabLe 13" , ’

- Germany: Low pr1ces for gasoL1ne, h1gh pr1ces for heavy consumers

'of.dpmest1c~etectr1c1ty, h1gh pr1ces of industrial gas.

- S
N

- Frarce: - Low pr1ces for 1ndustr1aL eLectr1c1ty.«‘

- ItaLng Low pr1ces for d1eseL hwgh pr1ces for gasoL1ne, Low '

~ T pr1ces for small domest1c consumers of\gas -and eLectr1c1ty.

- NetherLands:n 1ow'prjce55f0r‘domest1c gas. : En /1'

Belgium: high prices for domestic electricity.
'-'Luxemboura:.?tbw prices for motor fueLs‘and‘eLectricity."
“,f;ggi high-prices for aUtQmotiVe_dieseL;-'fow.prices tqr_domestic‘f

gas. - A-'i., A <

Ireland:’ h1gh pr1ces for 1ndustr1al eLectr1c1ty.

jDenmarh.; h1gh pr1ces for heat1ng 01L : - !

'1Ln,mdst cases comparable statistics' for Greece are not yet available.

[N : - . . . N - -



b) Consumer taxes have an important influence on price levels and

are an important element in differences between consumer prices
(see Annex Table 20 (1.

¢) The evolution of prices in real terms differs between countries
and between forms of energy. The imprecision of coal and gas
data makes it difficult to draw reliable conclusions for the
market in industrial fuel. Nevertheless attention is drawn to
the large increase in prices for heating oil and to the
relatively small increase in prices for motor fuels and for

electricity (see Annex Table 3).

d) The dispersion of prices for individual energy forms between
Member States shows a tendency to diminish in most cases (with
the exception of domestic gas and electricity) (see Annex

Table 4).

oo

(1) In a separate paper (COM (81) 511 final, the Commission has examined the
particular problems which arise in the field of oil taxation,
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4. 2 ~The" graph reproduced beLow shows the evoLut1on of reLatwve pr1ces
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‘Although - the prwce of the three energy forms rose. roughly 1n step from

19?3 78 the .graph shows a breakdown at that po1nt, coaL r1s1ng by

us1gn1f1cantLy less than 01L wwth gas occupy1ng an 1ntermed1ate poswtwon.

- "The pr1ce of eLectr1c1ty, wh1ch does not appear on the graph, has risen

.'more sLowLy, Sin reaL ‘terms the 1ncrease in price dur1ng the per1od

1973 81 is. of the order of Q0% at most (and is even negL1g1bLe in the’

case of some domest1c appL1cat1ons), wh1Le 1t s of the order of

5_200 300% for oil fuels. - S I

4.3,

In the case’ of 1ndustr1aL energy, d1fferences 1n energy pr1ces for

'nnd1v1duaL forms of energy between Member States have. d1m1n1shed (see

Annex, TabLe 4) Th1s does. not, however, appLy in ‘the market for smaLL

and medium consumers and the stat1st1cs suggest that consumer prwces of AR
gas and eLectr1c1ty for some .domestic consumers are. not be1ng perm1tted

to rise in- L1ne w1th the cost. of suppLy,,espec1aLLy in Germany,’ ItaLy,

'4Luxemoourg and' Greece (electr1c1ty), and 1n ItaLy, the NetherLands and

the UK (gas)

S

As noted'in'Section 3, these f1gures do . not cover the pr1ces of energy

" for - Large-scaLegandustr1aL appL1cat1ons.A- Th1s 1s» however, the.area

whigh 15 of nost s1gn1f1cance for 1ndustr1aL compet1t1v1ty. A recent

vreport by a joint 1ndustry, trade un1on and government task force 1n

“the UK suggested that wh1Le pre-tax pr1ces for 1ndustr1at energy in the

fUK«are for most consumers broadLy in tvne with those preva1L1ng eLsewhere

in the. Commun1ty, for very large consumers of gas and eLectr1c1ty,

prices .are reLatwveLy h1gh, especially. in reLat1on to those preva1t1ng

Tin France and Germany.»t The Comm1ss1on S. 1nvest1gat1ons ‘suggest that

~clear.

;:".';S gy y_\: [RIRH ]

c\> \:cc cw eicctrwcwty, but the ccswtaon o JAas 1S Loss

~
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-~ SECTION: 5 = THE REASONS FOR DISPARITY - R
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S.1J‘Energy prices”mayfdﬁtter wﬁthianeMbér Stetes:tor.the foLLowjng{ﬁeesons:.f

w4t

(a) There may - be ‘cases in wh1ch pr1ces are deL1berateLy heLd beLow

econom1c LeveLs, e1ther 1n generat or to part1cuLar consumers.

I ’h , \’ P . :)

(b) There may be d1fferences 1n pol1cy between Member\States.
s ExampLes 1ncLude taxat1on, price controL and d1fferences 1n pot1cy -

on the pLace of gas 1n the energy economy as a whoLe.

N

t

N . e

i (c) D1fferences 1n f1nanc1al structure w1th1n the energy suppLy\ 'r~~,"
1ndustry (e g.‘pr1vateLy owned or nattonaL1sed ‘ 1ntegrated or, not)
and in. account1ng pract1ces can lead to 51gn1f1cant d1fferences in

*?_3. energy prwces even in’ cases where costs of supply are s1m1Lar.

P

‘ (d) F1naLty, d1fferences 1n Locat1on, wage and 1nvestment costs, . -

t

“v1~A product1v1ty and tevels of 1nvestment Lead to d1fferences 1n the

cost of suppLy. ;,'“: : ;;g3fd R Lui.w"~

engre s T

S 2 Of these four types of expLanat1on, onLy the fwrst 1nvolves departure%

' from the pr1nc1pLes agreed by the C0unc1L. 4 But the aim, shoutd be to:,'
eL1m1nate d1fferences in poL1cy and pract1ce £ that the energy pr1ce"
structure of each Member State 1s a genu1ne refLectwon of the- cost of.
energy 1n that country.;- In pract1ce, dwfferences 1n pr1ce wh1ch ar1se
from poL1c1es and pract1ce that do not depart from the agreed , .

s pr1nc1ptes can nevertheLess nge rise to poL1t1caL pressure on pubL1c

‘ author1t1es for concess1ons wh1ch would 1nvoLve breach- of the /

:f pr1nc1pLes.«_‘f;, .o ”A;:,; L ;ﬁ' .5»-? :} .~*‘ R ﬂ.'ﬂ‘

i Lo, -\"1_“_' s

Sl

- " . . ~

5 3 ALthough the need for reaLJst1c pr1c1ng is— generaLLy respected there.j;

,,,,,

_________




Calbe

g

They‘can'be;summariséd‘as”fo{Lomsi
" (a).In coal. producing'countries) the cost of domestic product%on is not
compet1t1ve e1ther w1th\other fueLs or with. 1mported coaL, and 1s
heav1ly subs1d1sed . The budgetary cost of this. subsidy 1n 1980

i -~~was 2,200 MECU for the four Member States concernEd.x "

‘@(b) In some extreme cases,‘state aids which appear~to'be'incompatibLe' ~'“}

© . with the Common Marfet as understood in the sense of Article 92 of

o the Treaty are paid. to 1nd1v1duaL groups of” energy consumers, for
exampLe, to the nort1cuLturaL 1ndustry in the NetherLands; to
f1sher1es 1n BeLg1um, France and ItaLy, and to agr1cuLture 1n
8engum.~ In aLL,these cases the Comm1ss1on has opened proceed1ngs

1n accordanre w1th Art1cLe 93 of the Treaty.-

(c) In most c0untr1es, there are 1solated s1tuat1ons 1n wh1ch “for.

B hwstormc reasons, 1nd1v1duaL large-scaLe consumers have beenfgranted
Long run contracts at 'very . favourable pr1ces.. Thws 1s the case of
eLectr1c1ty supply in the Ruhr, where contracts for the steeL and .
‘chemical. 1ndustr1es were set”’ many years ago at levels determined by.
the. ab1L1ty of maJor 1ndustr1es to’ generate the1r own etectr1c1ty e

3 f the eLectr1c1ty suppLy 1ndustry -could not offer compet1t1ve )
pr1ces. . Another case where probLems may ex1st 15 the. supply ot gas.
to the fert1L1ser 1ndustry. ALL of these cases requ1re carefuL

1nvest1gat10n.' S

Z_Ed)AThe appLicatton of‘counter inftation poticy‘may involve short—ferm

‘ , restra1nts on the . adJustment of- pr1ces in L1ne w1th 1nfLat1on.
Recent exampLes are “the freeze on gas and eLectr1c1ty prices 1n the‘

,' UK 1n 19?8/9 and in.france 1n 1981. Prov1ded such controLs are. '
:cLearLy ‘Seen as temporary, they may do L1ttLe harm 1n pract1ce.

It may, ‘however,-be useful.for the Counc1t to cons1der an o
“ arrangenent whereby aLL such temporary controLs are not1f1ed to the

Comm1ss1on, wwth a t1metabLe for the1r removaL spec1f1ed in:

-

o advance.,

e
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(e) FﬁnaLLy, certa1n sectors, 1ncLud1ng agr1cuLture and publ1c
’ 'ﬁransport, are to vary1ng degrees exempt from o1L taxatlon in..
3"aLL~Nember States., The Comm1551on 1s therefore pursu1ng th1s
:1ssue separateLy. '1,’.:" ;,-' L "‘.j,:u : j', "e;j

5 4 The ma1n reasons for d1vergence 1n pr1ce spec1f1c tO each sector are

as foLLows1

- ‘
~ : . y ' - .

i

(a) CoaL i D1fferences 1n product1on and transport costs g1ve rvse

- to d1fferences in pr1ce w1th1n the Commun1ty, bt . these - are : /ﬁ e

part1aLLy reduced by the pract1ce of aL1gnment. ',.v ~<e_.“

-

(b)‘oﬁt' OnLy 1n the UK and Germany 1s there no controL on’ o1L

product pr1ces. CIn aLL other Member States there are:. reg1mes_

T :/rwhereby movements 1n product pr1ces are reLated to movements 1n
the prwce of crude oil. . Th1s s1tuat1on appears to. g1ve r1se to\
rd1stort1ons, espec1aLLy “at t1mes “of tens1on on o1L markets, and ' _:l\
"the Counc1L may wish to conswder the scope for’ adopt1ng more o iivf;d

) cons1stent arrangements w1th1n the Commun1ty., ‘ f: L ﬁss‘
: ! \.,- "k ‘,('. - L . _

_:Dwfferencesann the structure and’ LeveL of taxat1on on 0 ’ N

groguct are ‘the most 1mportant source of d1fferences 1n consumer‘f

":i;ilpr1ces, and- as stated above, this 1sfthe subJect of.a separate
- Commun1cat1on to the Counc1L (COM(B?) 511 f1naL).;_,-’59 ‘

<.

R .

T ft}lGas;. There 1s an 1mportant d1fference 1n pot1cy between the UK
‘ 'where Br1t1sh Gas s seek1ng 1n the med1um term to aL1gn pr1ce5'
for f1rm/gas wwth gaso1L, and other Member States where res1duaL
\_fueL o1L s the reference fueL. Th1s d1fference 1n poL1cy o _
aﬂ,refLects in, part d1fferences 1n.percept1on between Member States ;‘!
of ‘the future.ava1Lab1L1ty and cost of gas suppL1es and- of the i":f‘
'fproper place of. gas in the energy economy. These w1der 1ssues are o
'ithe subJect of a separate Commun1cat1on to the Counc1L,(COM(81)r530),,

T~ -

Pa—, . . T -

RN
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 (d)‘ELectricitz;f'7bi¥ferencesujnretégirjci;y priceS*ref$ec£ihot thy'
-«;'::'diffeﬁences in ‘the cost of generation, bdt7atsdidifféréndes ihfthé
' construct1on of tarwffs.— ~In 1mplement1ng the Recommendat1on on
:eLectr1c1ty tar1ff structures wh1ch the Counc1L is. now. be1ng
. 1nv1ted to approve, the ‘Commission w1shes to’ pay part1cuLar .-~u1~-
‘f.mf- ﬁ:attent1on to the methods whereby tar1ffs encourage off- peak o
'consumptwn, and to-the accountmg* convent‘lons whereby generat’lng
costs are.allocated" between;d1fferent‘types,of conSqmer..;‘ ‘Pi'it

N N ‘ B . “

 SECTION 6 - concLuston . -

-?6,3; The Counc1L As: 1nv1ted to:adopt a- ResoLut1on ﬁn rthe terms. of the S
L foLL0w1ng draft e e e T ;;Qf B
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‘1;' The Councll reafflrms that energy prlclng pollcy has a f:,":zﬁ
“ central; rdle . o play in reduc1n0 dependence on-oily this’ ”“ -

implies fa nee? to observe the pr1n01pbes agreed by the Coun01l
- CEIX JuneJIQSO in pursulng the 1mplementatlon of these pr1n01ples
th@)Council emphasises that° |

" . o 4 e P . - ~

_,\:1?' consumer prlc$s must ensure an:adequate rate‘of return
S 2 0m 1nvestment*1n energy supply and energy efflclency,jf”gj o
F-‘ prlces shou;d pr@V1de rellable mdrket 51gnals on the S
W, - prlce oL enexﬁy reélative ‘to. *hose for other voods and PN

erv1ces randy so far as is, pOéSlblG, @n“trenas 1n AR o
pr1c@\relat1v1t*es betwean 1nd1v1dual iorms of energy Lo

b 4«“\*-,-
N . . : PR !

R . . v
N > 4 <

. pr;c1ng pollCL bhould-vomblne reallstlc pr1c1ng *t‘,*ﬁ
_h,w~\~ buaed ‘011 - market .condi t¢ons iand ‘costs. w1th the rlgorous I
o pursulb of ot%er energy cbgective > parulcularly orr . RS
Jthe demand 51de,; szferences.xn energy prlces w1uh1n PR
o tha Communlty may only: ber Justlzlea by the- exlstbnce fi{".f
S L .of . comparitive jadvantage (whethe amises from. - -~ . -h L
e e favourable . Jocatlon, prudeﬁt 1nvestment o super oI ,ﬂ'3’;»f
oLy productav;ty) o1 by tne~mx1stence of . rlDUltlEQ (such .
. las Fhe rodrﬂtlon of. dcpendence oy cfl, i“he-_-'_.,~ S
U pcnphratlon ot c#al, eiectriclty orjo¢hpr alternatlve ‘
SRR sourceb)g prcv1ded that such prloﬁltles are in P
accordance w1th‘Commun1ty enez y obgecflveaﬁ.f : Sl LT

S . . -v"’.

.7 dli”eronce‘,anprlceb w;chln the Community arlolng;f" '*5f}'
“': ,.from differénces in . pollcy must in any case be S '
TR ‘ﬁ,wleariy Jdenth¢ed!as d\mauueﬂ‘OL urgencys and Lo
R DrogreSSlV@lY reduced, To tnls_enﬁ there 1s a need
o ‘ to\deveJop commoa approaches ‘in “such- areab as- energy
e Lata’clons~ prlce regulatlon,,the.constractzon of D*as&?
- rahd’ 1ectr¢c1ty tarlzfs,*and tre mdnagemert and -
flnanc1ng of publlc utlizilesa, I i~ﬁﬁf

i

v - . F T - o -

v o] L. ~ '.

2 . , e S - - e
“ sy : .

;;ﬁg Transparency of the energy market is. & necessary and urgent
condltlon for the~prahtlcal 1mp3emen atlon of the prlnc¢ples %qﬁ
‘aet out\abovenifThls means thdt-f{ R “.1 o A

-( :
oo . 2 Lo -
X - . y - be
i

,_«--all consumera should have easy access tOrlnformatlon“'
ion.thefprlce of energy,—on how that prlce would vary )
‘response’ to the volume and pattern of . 1nd3v1dual o el
fdemand aud on. “the 1mp11ca$10ns for thelr energy t:f ,‘”ﬂf
eknendltu*e of. 5W1 chln@ to alternatlve forms. of: ST
~.:',.‘ 3 . .- energy’ TR '. “‘ R - . . v e -.'; 3 _:-", l,:,

t T LT LT Shees LT P _» = o
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‘ 1n the case’ of 1ndustry3,consumers should also have',‘ TR

T e T ready access to informatién- on the ‘dnexgy prices Lo
Sf s 'availablegto thelr competltors ‘both.locally and dn -

{?‘ othe& countrles : o DR SR

/}‘g

Lot
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.T} tnnex to the‘CounCLl Resolutlon of. 9,6 1980 on “New Llnes T
“oif Autlon ‘for ‘the Communlty in. the 1eld of Energy SaV1ng" f”j e
OJ No C 149 of 18 6 1080, pk L S ol




S be.quorm ed about the methods by which prices and

,conaumers should be able to reach 1nformed Judgements

- . . '4: T ) i

~on triends. in’ enervy‘pr1c1ng, "they. should accordlngly

tariffs are. d %ermlned ‘about the prices paid for .
prlmary ‘energy. by the- energy 1ndustr1es, and about ) P

other costs 1ncurred.1n the. transiormatlon of. prlmary

energy and its. dlStIlqulon to. consumers.‘~

- n PR M RN .. T A
L. - . . L . Lo . - .
- N oo . R - .
e

¢ -

o achleve tran )arencv the uouncll endorses the follow1ng

pLogrammG of actlon-", L : ) 7

. .
L .

Te A;ter consultatlon w1th Membpr Sudte administfationS'
and - the coal . industry the . Comm1551on w1ll .make proposals’
~for 1mprov1ng the .scope and qualify-of ini formation on '
coal prices culrcntly avallable under ECSC rules, and

how - uo*make that 1nformat10n avaliabla to ‘the consumlng
Oubllc.- o : R RN

. .

f2; “The* COmmJSblon s ex1st1ng Expert Group orx OJJ
Trqncqqrnnov will- contlnue its ‘worii, focussing attentlon
“on the. 1mprovement of data.on wholesale supplies of
heauln ‘0il and - on the tranqparency .of. reflnlng and
dlstrlbutlon. S »‘*,H.. T

]

DS -

- 3« The Commission WllL consul“ the . ga arid nlectr1c1tx
Lndubtrﬂea aJd Mcmner btate admlnlstratlonb Ol thée bestT

‘means -of 1m0rov1ng the scope and guality of ex1st1ng
information ou..gas and electricity . prices, and will ..
make proposhls uo the Council accordlﬂgly. In this- -
contex"fmember)btates will take all necessary»meabures
to ensurewtna» gas and . electrlclty supplle;s publlsh
the tarl fs or tarlff formulae .on whlch thelr prlces

’

. are Dused o . o

) L . . I P Lo o
.

R 'Ioi]ow1ng-uhese consul tatlons the Comm1551on will
Ve . -
make appropriate:. recommendatlons to - the Counc1l These -

Cowill give prlorlty to. ?_ T ‘

. ‘. ) Y . - v . ’ AT . N [ M

- . f N

- Dat4.01 ‘the . prices at. Wthh coal, ‘ol products ‘and,’
gas are- gurchased by the gas and electr1c1ty '
hanUSL?leS, rand on other elements governing the

Téost7of gas. and electrlclty supply. ,“W;.;y-

s

- “rran;ements to monltor the prlces pald by large
industridl consumers so .as to ensure the observance
of communlty rules on competltlon and of the agreed
pr1n01ple of’ anergy'pollcy; PN

5
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rards OHSlHLOﬂuY in, enorgy pr*oLLh pollcy
chat prlorlty should be glven to tne v
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.;iTho Cou101l w1ll rosoond as a matter of

Cand levél’o* 01l tdkatlon.." . - B fv_yfub

“the - ropo:als of: the Comm1551on on,the structur

e . . .. W - -
Vo o .
: 4

P oe“Conﬂroi” T10 uOhRCll notes w1th satlsractlon that ,-J%1

euﬁurp Ln“t prlcp oontrois 1ntroduced 1n aupport of R St

-

 oons1der aow to. achleve preater cons 1stency within the

‘5é’ﬁP"4cing~Po;ioV' The Counc1l w1ll respond w1thou~ I

d\
x &L
pl

thuuur—lﬂ;ldblonarj pollcy ao not confmlct W1th energy S
yollcy obJﬂotJVoow T -mi.’ S ;~ T ST
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Tne Coun01l~rn ites tHe Comm1551oﬁ to

oommunlLv-beLwoLn ystcms Ffor’ settlng orl product prloes,:"

7ﬁa“u, beforo“tno end of. 1982 to. present a repor: S
31accomp nled oj\such recommenaatlons as may be neoessqry.;‘*- A

“~ < . . ,4 @& . . . ™~
~ - 3 ~.

delwv’ao‘tﬁo uOHWLoDlon ‘s Communlcat*on on gasvsuppiles
aracd prospe Escu'hr.. :n: T _;y‘ e A . ~;:ii
w e e e T T T T SR -

Taruifd_lTne Counc1l 1nV1tea, the Commlsslon’to'aubﬁiﬁiEﬁf
opo 1~~for the harmon;satlon of 0~a.s tarlff structures.‘

Ll B )

o

.- e

1oc»r1c ty iuri £s . The Coun01l has approved a Recomm ndatLOT
oa the- uu*monxoatsun of*electrlclty tarlff structures.. It
invite tap COHML SJon to- consider with~ tho electr1c1by
Lndnery and. Member otate admlnl tratlona the best .
means. of- 1mplemontlna this recommendatlon, anad 'of: rurtherf
nxrmonlslnh the" Ponwentﬂons govern¢ng'the formaulon ' :
01 oiec1r1c~ty tdrlffs . and - w1th1n s A% months to present

N

a report dccompanled by such recomrendatlons ‘as may be
oo n@coaaary T T o o oy

llmplemonthJﬁ

L - 7 D C . ) ‘
Al T - e Sl e S
L-l ST oL s

. L ;

ﬁre LommLss=on,ﬂln LtS annuab revrew s
Cof Member  Statesy to report on the . .= =~ s
<.oeneral principles defined above ‘and to. .

,maho such rec Olmenda -ions. as may be. requlred for further . i
Proereﬁs ln th¢: ireld s s S coTEt ."~'/'\
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