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MEMORANDUM FOR Thomas B. Cormack

Executive Secretary

FROM : |

STAT

Director, Office of Glohal Issues

SUBJECT

Versailles Summit: Presidential Draft
Briefing papers

1. We have passed our comments on the attached briaefing
papers directly to the Department of Energy. We had no major

substantive problems with any of the drafts, but provided the
following comments.

2. U. S. Supply Developments: The first Point-Counterpoint
under the Key Points section refers to the 1978/79 doubling of
world oil prices. These price increases actually took place in
the 1979/80 time frame.

3. Stockpiling: No comments

4. 0il Price Trends/Cutlook: The second paragraph leaves
the mistaken impression that oil prices are expected to continue
their downward spiral no matter what happens to the economy. We
suggested that the second sentence in this varagraph be revised
to read something like: "The US position is that the upturn in
economic performance beginning later this year is unlik:ly to
generate upward price pressures." Similarly the reference to an
"essentially irreversible trend toward lower oil consumption" as
a Counterpoint left the impression that consumption will never
rise above current depressed levels. We recommended that this
rhrase be struck from the text.

5. Natural Gas -- Pricing and Supplies: No comments,

6. Nuclear Energy: The first sentence under the Essential
facts section points toward the cancellation of some 20 nuclear
reactors in the United States. Our records show only about 50
reactors have been cancelled. The first sentence in the next
paragraph points to the problems experienced by the nuclear
industry in other Western countries. We suggested it would be
worth pointing out that despite these problems, no plants have
been cancelled. Finally, we recommended the addition of another
talking point dealing with the question of nuclear waste disposal
since most OECD countries are waiting for the United States to
take the lead in this area.

STAT
STAT

CONE e AL
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Office of the
DEPUTY DIRECTOR FOR INTELLIGENCE

April 23, 1987

NOTE FOR: EQ/0GI
g T
18 e :

Bob would %1'k9 uot i di
B 'Re your to respond direct]y +
Carcl Lee by 1200 hours on 26 Appi rE
;3nc.e;n1ng the attached request from the DOE
h;/urgBog;dua]fojpr‘epare a memno to Tom Cormack
y C 1at date detaiiin at you sed
on to Energy. Thanks. @ What you passed
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The United B&atka has emphasized on nunnrou-'décdiiﬁﬁi that
primery reliance on market forces together with high lémsls of -

ptrategio stogks :o:ndtuutiomry national uss are the:'best means l‘ |

for dealing with fukure oil supply disruptions of whe
The United States hps remained strongly opposed to any
drawdoun arrangement coordination, such as that p :
and Prance, $0 counter the effects of minor supply dis
hese same countyiep have attempted to link discussion
stock levels vith ¢ of stock use, and in the past

wor propoxti

g
&

kionas,

Binor sSupply dtsrup(ions. oy
i

T5. Bgesntial Pecte:

Kt the FebFLaty 36 Beeting of the IEA Governing Board, | the u.s. i
doiogactcniucctal:glly vwon IEA support tor remanding &l etook | il il

iosues to one of the IEA subgroups for further consideration, where.
we hope to discourage further stock use -initiatives. At the vamw !
moeting, the United States successfully sliminated the stock issue -
a2 topic for ths IEBA Ministerial in May. While we continue to =
uugpoxt high levels of 0il stocks we remain strongly cpposad to !
$ibouseion which wotla 1ink stock levels and stook usze !

IIXI. Talking Poin

I

. Qzégig&g&: Relatively minor oil disruptions can haye dramat; 'ﬂ=x.@
wonsequences for individual countries supply ponitioha??:ﬂ tor :::;A R
b
T

fnary
of

#ll price levels. Nonetheless there is no systea wvhich addresses
stock managemeant in| these situations. L

|

i

Regponge: The U.8. has continuously stressed th 'J'“
rslisnce on the market together with hizh levels of :: :f
Btocks for discretionary nstional use are the best msass: :
dealing with oil disruptions of either sub-trigger or rgency :
proportions. ¥Formal interventionist mechanisms interfexs with :
the effisctive operation of the market and for a vatibt;T’ l.'alg:~w
ind techniocal reas would be impossible to o-tablt.h'tzx
effectively 4in a sub-trigger environment. L
i

crgt%ciﬁgs Bupply interruptions similar to those of. 1979, . i
. y }

sountry, and yet be below the level that would trigger the IRA
sharing system 1 .

| .
Counterpoint: It is impossible to anticipate the "bctal
ghacacteristics of an oil supply disruption. Therefore, we
mugt build government emergency oil stocks to supplemant. private.
pupplics and be prepared at the time of a supply interyyption to
sonsult closely with industry and other governments and to take
vhatever action is Judged ..ecessary. However, emegency and other
sacyrity stooks shuld be available for use on a dioczziibnary bagis

by national governm~mta as they see fit,. ' f
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~ dIL PRICE TRENDS/OUTLOOK APR g 2 W2
oo
1. 1ssup .

o
v * Reosnt declind in world crude oil and refined prod
o ot potd refined et

* The ontloox‘,tc#: 0il prices in the future.
' 11, ZESEWTIAL FACYS |

|
i - The world oil noﬁhot has been extremely weak in 1982. 041l

consunption has tinued its steep decline which began
1979, At the 3 ' rieg -

time, oil exporting countries have been
pProducing more coil than they could sell. The resulting
OVer-supply hae put pressure on prices, forcing oil producexs
either to give ofificial and/or unofficial price cuts as most
non-0PRC and OPEC oil exportexs have done, or to cut
production as OPEC did beginning April 1, 1982.

|
/The decline in oih prices can be attributed to both m 1 -
term, essentislly irreversible trend toward 2 more o!ﬂmnt .
utilisation of enprgy and non-oil alternatives and a

lical .
-~ downturn in the ic performance in the 1ndu-tr1juﬁ:.du h OO

, &
N Y
; ROVerse /U & I

2 pountries. The U.8. position is that the upturn i
e _poere beginning later this year is unlikely
o -7 she trend fresul from OPEC's past overpricing
“ and 0.8, L 4 toward lower oil consumption

1ntruv06 onergy efficiency and greater use of non-oi s
alternstives such as coal and nuclear.| In the pe Of EUPA
an unexpscted supply disruption, therd should be 1ittls or SN
n:':pnurd ptnpou:r on real oil prices for the next several o

years. !

IXI. TALKING POINTS } éi\\)

Point: Low ecOnoLio activity has been primarily respons
- ¥or the decline in oil consumption, and as a r.zult.'uhn:b:;c 3

economic recovery arrives oil consumption will increa
reneswing upward pLou-u:a on prices. -

Counte int: PaLt overpricing of oil by OPEC and thia 1
i@ifﬁ!tgrailon'l inforcemsnt of market forces throhgh |
decontrol of orudp oil prices and deregulation of the U.S.

oil industry have been the driving forces behind the trand

toward greater efficiency in energy useage and uses of

P plternatives to oil in the U.8. This Administration's

¥ markot-oriented pflicios will offer American consumers ths

L proper incentives ‘

) their use of energy and to use alternatives to oil thus {Vjﬁwﬁ@”"
perpetuating an epsentially irreversible trend toward ¥
lowar oil consumpktion.{ This process will also recaive a

boost from Administration policies to stimulate econc

recovery, which will also encourage new energy-
capital lnvootmnn 8. g rgy-efficlient

i
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MATURAL GAS - PRICING AND SUPPLIES

. 1ssus

! ® Devegulation of U.S. wellhead natural gas prices.

° FEuropean dapendence on Boviet gas imports.
IT. RSSENTIAL rac?s%

The Buropean Community is concerned about the U.S. commitment

to the sccelerated decontrol of domesti
¢ nat
They fear that dontinued controls will incro:::lu?;? g::::;'

and reduce production and force the U.S. to draw more heavily

on international gas markets. This concern has bean heightened .

by the dociltbn}to defer legislation

deragulation, to accelerate natural gas

{
In addition to current commitments be
; i '
80vi:tin.tutal 8 imports, Europeans are :gm::g:x:gk;:::-‘.‘
| g::a.b lity of another increment of Soviet gas in thoil.ta
. 1 0's or sarly 1990's. The U.S. position is to enoour the
? "grnpozan to de lof sltexnative sources, especially n-:q.
, th::ogh:a’:::': lr::ido:h: U.8. would 1like to dempnstrate °
the addiesnous :z.g' Yy alternative sources outweighs
|

13I. TALKING POINTS

i
. oint: The U.5. Administration a
, 5. PPears to have recoasidered
8 ocommitmang x p
o notural see prio?u? Oceed with accelerated deregulation of

gogeto;ggtntz Dﬁn to an extremel enda
Yy heavy lagislat
we ced to dafer introduction of lquslati:x‘t:.iodif;'

and improve the Banner in which the N
atural
;ﬁhiovo: dornqul,tion of the wellhead price g:'n::::: Aﬁ:
remain firmiy committed to the Principle of introduc ng'

market forces to
o  natural gas. toiour énergy markets, including the pricing of

Point: Natural gas from the Soviet Union Provides Europe with

4 ressonably pri¢ed source of ene
of dspendence on Middle East oi?.rgy to use in the reduction

coggtogggintv In estimatin
g the cost of gas, E
8r the cost, in terms of their own 3ocari:;?p=!.::;ond-

1, cnce on the Sévi;t Union. More consideration must be given

to the devel
qas from Norway.!

t of =~rcure sources of gas supply such as

|

€
!
]
|

T o
Declassified in Part - Sanitized Copy Approved for Release 2012/03/08 : CIA-RDP10M02313R000100750008-0

H
H

T
)

e e Lk e T

e e PRt
JOorte A Separe gt RO e 4




) Declassified in Part - Sanitized Copy Approved for Release 2012/03/08 : CIA-RDP10M02313R000100750008-0
T |

L

-

NUCLEAR ENERGY APR B 2 N2 il

I. 188ue

Strong support from Bummit leaders of commercial nuc¢clear
SRergy as an alternative to reliance on insecure oil would
hols alleviate some Pf the problems associated with ingreased ’ '
nhclear energy use.  One major public concern is waste -
wanagement which could be specifically addressed in the ’
qontext of increased international technical cooperation.

|

I1. ESQENTIAL FACTS ‘
gt\}é wx;&«f@ 'l g
£ DAl Ihe U8 nyclear findustry has experienced cancelliation of o
7« aoee 90 veaotoks sinbe 1978 and has no current prospects for -
foiwee  NOW fomest{ic orders.| The major US problems are: 1) uced '
- ﬁﬂ&L;&tﬂ of growth of elpctricity demand; 2) utility financial R
<l probiens) 3) burden regulations and licensing delays; and i
4) failure to adeguately resolve the waste Ranagement issue. ggflﬂ;il

f -

(4!
Nogt irn.corntrtcn, with the exception of France, . P%ﬁﬁ;ﬁﬁ
oxperiencing L ieductions in planned ‘...nug.wl,.eﬂesx,gtwma«;g AL
£§§555“5635§aoo-sqr1 y for all of the same reasons. In parti=— ¢fLlV
cular, all Western ntries have some degree of & public per- o
aoption problem assopisted with high-level waste disposal. ;
Nost technical sxperks wouid agree that the technology for such by
dlisposal in a safe mhnner is in hand, but the political and in- "
stitutional dscisionp necessary to implement it have not been ;
made. Given this sifvation, nuclear energy prospects in these
countries would undogbtedly be enhanced and confidence renewed C
if Heads of State wade a» #trong statement in support of Kucle~- v
ar Energy, and re nded some action to resolve the public o
concern about waste., In the latter regard the Heads of State .
could ask the OBCD Nuclear Energy Agency (NEA) to assess the o
feasibility of a jolrt international weste management project. L
, X ' I Most Ocl ot nliiza g aym&w o A 20 WS i ~ME
131, ZALRING POUNTS| 4. fiud . 41male Aapoial, 4, il o ocbaliy
Points It is ¢ tant that all energy scurces, tnolud-’fUJJS ? .@
ing nuoclear energy. be utilized to their fullest potential to-ﬁayétﬁa@ﬁvﬁ
minimize future &uuai s on insecure oil and gas sources. wast L
i e - "f‘

w‘(:‘v b R
5!!@29!!‘ Frante may press for a stronger pro~nuclesr ¢,?£10%“‘ '
statement. o P ey

a==ard

i

3

Point: In viowlof widespread public concern over the nu-
clear waste issue the OECD/NEA should be asked to essess the N
feemibility of an international waste management project. y

Regponse: Some' Burop~-n countries may suggest that this .
be @uItEEE as past efforts to define such a project on a Lo
scale that would have public impact have been unsuccessful.

Point: We uuppétt a Bummit mandate to the High-Level
‘ ¥onitoring Group to devote special attention to nucleary

anergy issues ovar the next two or three ysars.

|
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