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We will want to consider what announcements might be reserved
for the Summit setting. We face a long hard road ahead in the
next two months, but what was the most divisive issue of
Versailles can become the most positive outcome of Williamsburg.
This would represent a major victory for the President.
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—

RIES HAVE ASSESSED WORLD ENERGY

1 'y FOR THE NEXT TwWO DECADES. THEY
i SIDERABLE PROGRESS HAS BEEN MADE 1IN
1 JNOMIES AWAY FROM OIL TOWARDS MORE
{ SUPPLY. TO REINFORCE THESE EFFORTS
. AND LONG TERM ENERGY SECURITY,
THEY AGREED:
- (1) TO TAKE FURTHER COOPERATIVE MEASURES TO
STRENGTHEN THEIR ABILITIES TO DEAL WITH DISRUPTIONS IN
I :RGY SUPPLIES;
- @) TO AVOID UNDUE DEPENDENCE ON ANY ONE SOURCE OF
ENERGY IMPORTS, WITH PARTICULAR REGARD TO OIL AND GAS
- (3) TO ACCELERATE DEVELOPMENT ON AN ECONOMICAL
BASIS OF ENERGY RESOURCES 'INDIGENOUS TO THE OECD COOMUNITY
OF NATIONS.
OIL.
- CONSIDERABLE PROGRESS HAS BEEN MADE IN LOWERING OECD

'ORTS AND IN REDUCING THE SHARE OF OIL IN TOTAL ENERGY.
ineE PRESENT SURPLUS OF OIL IN WORLD MARKETS WITH THE
RESULTANT LOWERING OF PRICES HAS BRIt T IMPORTANT AND
BT
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IN A MANNER CONDUCIVE TO REALIZATION OF THIS OBJECTIVE.
THEY ALSO AGREED THAT MEMBER GOVERNMENTS WHO HAVE REGULAT-
ED PRICES SHOULD MOVE TOWARDS MARKET PRICING

- wWITH REGARDS TO NON-OECD SOURCES OF SUPPLY, THEY
AGREED TO UNDERTAKE FEASIBILITY STUDIES TO DETERMINE THE
ECONOMICS, ENGINEERING, TECHNICAL CONSTRAINTS AND TIMING
OF POTENTIAL GAS IMPORTS

- MEMBER COUNTRIES UNDERTOOK T/ E_THAT ADEQUATE
SAF ® IN PLACF -~} ESECURIIVt SKS.
THE . fINCRE] ! FACILITIES,

CONTINGENCY UEMANU RESTRAINT PROGRAMS, INCENTIVES FOR
IMPROVED FUEL SWITCHING CAPABILITIES, A MORE FLEXIBLE GRID
STRUCTURE, GREATER FLEXIBILITY OF CONTRACTS, MORE SURGE
CAPACITY AND MEASURES TO ACCELERATE INTRA-OECD TRADE ON
SHORT NOTICE. TO INTEGRATE SUCCESSFULLY THE ABOVE
MEASURES IN TIME OF CRISIS, THEY INVITED COUNTRIES WITHIN
ONE REGION TO DEVELOP AND NEGOTIATE A MARKET BASED
EMERGENCY GAS SHARI! PROGRAM WHICH JULD BE TRIGGERED

IF IMPORTS TO ANY ONE COUNTRY OR THE GROUP AS A WHOLE FELL
SHORT BY 25 PERCENT. TO ELABORATE SUCH A PROGRAM
INCLUDING A SYSTEM FOR MONITORING IMPLEMENTATION, ANALYSIS
AND CONSULTATION WILL BE UNDERTAKEN BY THE IEA AND THE

EC.

COAL.

- GIVEN THE LARGE RESOURCE BASE, COAL OFFERS AN
IMPORTANT OPPORTUNITY TO REDUCE RELIANCE ON NON-~OECD
ENERGY SOURCES. COAL' & SHARE OF TOTAL ENERGY 1S

EXPECTED TO INCREASE SUBSTANTIALLY OVER THE NEXT TWwWO
DECADES.
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- THEY AGREED TH. ¥ COUNTRIES WOULD MAINTAIN THE

5T POSSIBLE ST, JF NUCLEAR REACTOR SAFETY AND

NUE TO COOPERA’ RIOUS FORA ON THE IMPLEMENTA-

JF RE, TOR SAFI TAMS,
- THEY ALSO STRE! IMPORTANCE OF INTERNAT DNAL

COOPERATION ON STORAGE AND WASTE DISPOSAL. THE IEA AND
THE NEA WERE DIRECTED TO ESTABLISH A WORKING GROUP THAT
JULD BE RESPONSIBLE FOR HOLDING PERIODIC SCIENTIFIC

CONSULTATIONS TO THAT MEMBER GOVERNMENTS COULD REPORT

ON THEIR PROGRESS IN THE WASTE DISPOSSL PROGRAM.

- MEMBER COUNTRIES ALSO AGREED TO PURSUE JOINT RESEARCH
AND DEVELOPMENT IN BF :IDER AND FUSION TECHNOLOGY AND

D: ICTED THE IEA AND THE NEA TO IDENTIFY POSSIBLE
VENTURES. " END TEXT.
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-- A U.S. chaired Ad Hoc Fw=mi+ Group on Energy would

be estabished to carry » energy dependence and
alternatives study. The Ad Hoc Group would be

expanded to include other concerned countries, speci-
fically the Netherlands and Norway. The Ad Hoc Group
would draw policy conclusions based on the OECD/IEA
analysis (see below), and member country contributions.
As Chairman of the Ad Hoc Group, the U.S. would be res-
ponsible for drafting any report. If agreement on common
policies is reached, we could have the Group's conclusions
ratified at the Williamsburg Summit. The Ad Hoc Group
could meet as early as Dec 1iber 15 (on the margin of

the December 16 IEA Governing Board meeting in Paris)

to discuss terms of reference and modalities for carry-
ing out the energy study.

If the EC Ambassadors balk at including the Norwegians
and Dutch in the Ad Hoc Group, we could use the Summit
High Level Monitoring Grot on Energy (HLMG). (The HLMG
was created at the Venice summit and has been used to
prepare energy topics for succeeding Summits. Membe nip
is the Summit Seven, plus the EC Commission and the EC
Presidency. The HLMG is supported by the IEA Secretariat.

The OECD/IEA Secretariat would be commissioned by the
Ad Hoc Group to prepare the energy study based on terms
of reference and dguidance from the Group.

The IEA Natural Gas Security Study is already under-
way, and will be based on data provided to the IEA
by member governments and the European Commission.

The IEA will construct disruption scenarios, and
utilize technical consultants to build a basic gas
supply system model to test pre; -redness. The gas
security study is under the auspices of the IEA's
Standing Group on Long Term Cooperation, chaired
by John Ferriter (EB/IEP/ECC).

The Sherpas would be kept apprised of the efforts of
the Ad Hoc Summit Group on Energy.

The CIA would conduct parallel "shadow" studies on

enerav devendence and alternatives, and natural gas
31 xmpleted

the work performed in ttl asis

for U.S. monitoring of the studies in the HLMG.

Bilateral technical discussions would be held with
key European gas producing and consuming countries
to apprise them of our views regarding European gas
dependence and the need to promote the development
of alternative sources, particularly Norwegian gas.
These discussions would complement and reinforce
the Ad Hoc Group and IEA deliberations.
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-- Ambassador Galbraith would continue to discuss with
European gas producing and distributing companies
the issue of the commercial development of North Sea
gas, particularly Norway's Troll field. Additional
technical discussions with those companies would be
undertaken to obtain an accurate, up-to-date assess-
ment of the prospects for, and impediments to, the
timely development of North Sea gas reserves.

-—- The IEA Ministerial in mid-May 1983 would review the

findings of the IEA Natural Gas Security Study, and
could be used to obtain the views of smaller IEA
.members on the Energy Alternatives study.

- - -






















b. Work with our Allies within the International
Energy Agency on natural gas security to ensure that
adequate security me: ires are adopted to protect
against a shutoff of Soviet gas, including more oil and
gas storage and stocks, better integration of the European
gas grid and more shut in capacity in the Dutch fields.

c. Reach conclusions on gas security and energy
alternative issues at an IEA Ministers meeting next spring
so that the technical underpinnings can be established
for the political discussions which could occur at the
Economic Summit or earlier by Foreign Ministers.

d. Take some actions domestically to help our
credibility in these discussions, including complete
decontrol of gas prices, encouraging our coal exports
by adoption of user fees for port improvements and by
opening up some Alaskan energy resources for export.

This assessment, which is a summary of over a year's work on
energy alternatives, basically proves that your instincts at
the Ottawa Summit were correct. There are alternatives to
Soviet gas, and it is critical that we and our Allies pursue
their development.







Case II Limitation of
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Contracts to
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- Continental Europe: Natural Gas
Supply and Demand Forecast
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Outline

. Alternatives/Conclusions

Ident most se energy security
risks rom Sect V) and present
most srtant e supply

secut _ options n discussion in
sections IV 4 ar Discussion

of institutional, policy, financial
and technical aspects of:

1.

2.
3.

4,
5.

possibilities for enhancing
development of indigenous OECD
energy sources

potential for inter-fuel
substitution

possibilities~for ehancing intra-
OECD energy trade

safety net prepar 1lness
externalities.,

USG Contributi
to IEA
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