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THEATER FORCES FEDERAL REPUBLIC OF GERMANY

SPD'S VOIGT ON ARMS NEGOTIATIONS, INF
Rome RINASCITA in Italian 20 May 83 pp 8-10

[Interview with Karsten Voigt by Angelo Bolaffi: 'Agreement Possible on
Missiles"]

[Text] Andropov's latest proposals. 'Substantial progress
because the USSR agrees to negotiate not only on missiles but
also on warheads." The nuclear disarmament conference in
Berlin. Overcoming the "dual decision" (cruise and Pershing
immediately if there is no agreement with.Moscow) on the basis
of a new discussion within the NATO context concerning the
results that might be achieved in the Geneva negotiations.
Commitment to coherence and rejection of any demagogic position.
Negotiations on the Euromissiles were resumed between the Soviet
Union and the United States in Geneva on 17 May in a climate
marked by Andropov's recent proposals on the computation of
medium-range nuclear weapons present on European territory in
terms of warheads (rather than delivery vehicles as such).
Several days before that, a conference was held in West Berlin
on the problems of peace in the course of which the prospectives
of denuclearization,.disarmament, and security on the European
continent were examined. During the conference, Karsten Voigt)
chairman of the parliamentary committee of the German Social
Democratic Party in charge of armament questions gave this
newspaper the following interview.

[Question] During the debate in the course of the Second International Con-
ference on the Denuclearization of Europe, which was held in West Berlin
last week (between 9 and 14 May), there was much talk about a so-called

Bahr proposal on the development of the theses expressed in the Palme report.
What does this involve?

[Answer] The work of the Palme commission is based on the policy proposals
regarding the endeavor to achieve common security and cooperation aimed at
all possible "enemies'" both to the East and to the West of Europe. On that
basis, the commission agreed on the proposals for a European denuclearized
zone between the two military blocs which would have to extend for 150 kilo-
meters, in the very heart of Europe. Going further--and in particular,




"deviating"from this proposal--Bahr advocated the idea of the total and com-
plete removal of nuclear arms from the territory of all those countries that
do not directly have this nuclear armamentavailable to them. Specifically,
this would mean that, as far as Europe is concerned, nuclear arms would be
based only in three countries, that is to say, the USSR, France, and Great
Britain.

[Question] In your opinion, how are the disarmament negotiations and espe-
cially the conference on Euromissiles, which is to be resumed in Geneva on
17 May, going?

[Answer] Personally, I have not yet lost the hope that, albeit only at the
very last moment, some agreement might be arrived at on the Euromissiles; T
even think that this would still be objectively possible if the two super-
powers are inclined to make reciprocal concessions and above all to engage
in specific and fast negotiations. But it is precisely on that political
determination that doubts arise; the West German government itself is not
pushing that pressure in support of the compromise toward which Chancellor
Schmidt had oriented his entire effort. Because of all of this, I am very
pessimistic and skeptical that some agreement might be arrived at; this is
something which is in itself already very serious but becomes extremely
serious if you consider it from the aspect of the erosion and wear and tear
of the very instrument for negotiations within the context of East-West
relations, that is to say, that fundamental instrument which had been the
basis for the policy of detente during the last decade and thanks to which
we did arrive at some form of dialogue and control of the arms race, even
though it is only partial and defective.

[Question] Your attitude, that is to say, your attitude and Bahr's, in
recent days also clearly brought out the fact that the SPD [Social Democratic
Party of Germany] is changing its position regarding the judgment of the

NATO "dual decision." 1In autumn you will hold a special congress to decide
what attitude to assume toward the imminent start of the installation of the
Pershing-2 missiles. Does this mean that you are now in conflict with your
policy of past years?

[Answer] I would not say so; in 1979, when we supported the "dual decision,"
we wanted that choice to emphasize the priority given to arms control. This
is the basis of our position and this specifically means that the dual deci-
sion was understood as an instrument for exerting pressure on the USSR and
obtaining substantial concessions. On the other hand, the political essence
of the proposal was that it did not provide any logic for automatic installa-
tion which, as a matter of fact, would have deprived the Europeans of any
instrument with which to exert influence on American decisions. Today, the
conservatives, but not they alone, advocate the following position: Negotia-
tions, yes—-but if no positive results are arrived at, the decision to install
the missiles will inevitably be given the go-ahead. This is not our convic-
tion since we have the idea that it is necessary once again discuss the how
and when of the installation of the missiles in the light of the mnegotiation
results, thus still leaving some elbow room for further estimates and for




working out an entire possible scale of proposals. 1In other words, we must
once again evaluate the state of affairs before deciding on final installa-
tion, coming up with a final evaluation of the outcome of the negotiatioms.
This specifically means, for example, that-—-although we might note that the
negotiations began with a delay of 2 years when compared to the planning at
that time (in other words, when the dual decision was made)--it is conse-
quently necessary to shift the deadline for starting the work on the installa-
tion of the missile launch pads.

[Question] 1In the debate not only with the position of many supporters of the
peace movement but also with those of some social democratic representatives,

you maintained that the SPD cannot and must not engage in 'pure agitation and

propaganda" to exploit the easy position of someone who is in the opposition,

in other words, assuming attitudes and advocating theses which it could not

do if it were in power. What does that mean?

[Answer] What I am fighting against is what I would call a kind of "opposi-
tion opportunism' while I advocate the idea that we must pursue a logic accord-
ing to which, if we were to be back in power tomorrow, we could without any
big trauma keep faith with what we advocated while we were in the opposition.
This means that, while we are highly critical of Reagan's policy particularly
regarding his attitude toward the USSR, and while we are against any attempt
to launch an economic war or to boycott the continuation of detente, this
entire discussion must be developed within the Atlantic Alliance and not as

an excuse for proposing a unilateral way out. On the other hand, our current
critical attitude toward the United States administration must not make us
forget or downgrade the fact that we do have objectively big problems in rela-
tions with the Soviet Union which underestimated European interests and out-
right struck out at them with its policy of developing medium—range missile
weapons.

[Question] Do you think that NATO is changing its characteristics to assume
responsibility also outside its traditional geographic sphere of interest?

[Answer] Looking at the facts, we must come to terms with political-military
theses which are widespread among political experts and in military circles,
above all American ones, who are looking toward a revision of the military
philosophy of the Western Alliance. I believe that it may be useful and per-
haps even necessary to redefine a complex strategic-military and political
doctrine in dealing with the countries of the East but what we oppose is the
attempt to transform this repeat discussion into an occasion to revise an
offensive attitude on the part of NATO (which was.based on an essen%ially de-
fensive strategy) or, worse than that, to spread complete skepticism as to the
usefulness of the instrument of political negotiations. Anybody who pushes
for an offensive NATO military strategy must realize that this would aggravate
the political contradictions in . the Alliance,would threaten its unity which
is the basis on which we can today achieve results.

[Question] During this conference likewise, it seems to me, a disagreement
emerged between the northern and southern parts of Europe. A different sen-
sitivity, a different problem statement, and a different response. I am
thinking here, for example, of the theses of the French Left or those which




assign primacy to the defense of civil rights with respect to the logic of
detente. What is your estimate of this, which frankly is an unresolved
problem within the European Left?

{Answer] Differences are present also within the German peace movement and
in the Scandinavian peace movement or one might say that there are differences
of opinion between the peace movement and SPD which constantly wunderscores
the importance of a realistic peace policy. But there is no doubt that, in
some Latin countries, there are positions behind which we probably find his-
torical experiences or levels of discussion which are not found in northern
Europe. I do not believe that this is the expression of a lesser desire for
peace on the part of the countries of southern Europe as compared to those of
central and northern Europe. These are differences of opinion regarding the
ways in which one can contribute to a peace policy. This therefore 1is an
evidently political issue, also tied to various geographic locations; for
example, it is evident that, in the FRG, that is to say, along the border
between the two military systems, the risks to peace, represented by the

arms race, are perceived much more strongly, whereas in some countries of
southern Europe the risks represented by the danger of a condition of politi-
cal blackmail opportunities on the part of Soviet Union are perceived as being
more serious. But these are not insuperable disagreements within the context
of a strategy aimed at defining a common proposal. For this purpose it is
rather useful and even necessary to develop a discussion among the parties of
the European Left and between them and the peace movement.

[Question] What is the SPD's position regarding Andropov's recent proposal?

[Answer] This involves substantial progress since the USSR today says that

it is inclined toward negotiationms not only on the number of missiles but

also on the number of warheads. This is of particular importance if we keep

in mind that the power of the SS~20 missiles consist precisely in the fact

that they have three atomic warheads in a single missile. But it must be

added right away that certain aspects of the Andropov proposal are not clear.
For example, it has not been specified whether the missiles that might possibly
be withdrawn from Europe will be destroyed or whether they will instead be
based further inside the territory of the USSR (for example, beyond the Urals)
and whether those missiles will still be in a position to hit Europe or whether
they will be shifted to Asian areas, thus becoming a direct threat to China.

In our opinion, it would thus be necessary and useful to have a further clari-
fying position statement for this purpose from the Soviet Union. )

5058
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THEATER FORCES FEDERAL REPUBLIC OF GERMANY

SOMMERHOFF ON AIR FORCE DEFENSIVE NEEDS
Bonn WEHRTECHNIK in German May 83 p 94

[Report on statements made by Lieutenant General Paul. Th. Sommerhoff, deputy
chief of staff of the German Air Force: "The Air Force Is Meeting the Threat"]

[Text] The deputy chief of staff of the German Air Force, Lieutentant General
Paul Th. Sommerhoff, read the introductory paper at the 17th Symposium "Defense
Sector/Aerospace Industry" held at the beginning of February. His topic was
"Possible Changes in the Threat and Consequent Demands on Military Aeronautics.”
In this connection, he emphasized how NATO and the Air Force intend to prepare
themselves for any altered threat.

Lieutenant General Sommerhoff pointed out that not only should our understanding
of this threat include the enemy's military capability based on considerations

of quality and quantity, but what is more, factors such as strategy and technical
developments must be taken into account as well. NATO also has changed its
strategies, he said, yet even now with the strategy of flexible reaction it still
has in use weapon systems which had been designed entirely with the strategy of
massive retaliation in mind. The distinguishing features of any potential war
are speeded-up combat operations, which call for quick-reaction systems on our
side. General Sommerhoff: "Here the slight technological advantage enjoyed

by the NATO air forces does not constitute any 'soft cushion.' Our information
shows that in the East conversions to operationally ready equipment are being
carried on resolutely and rapidly. This means that our field forces will have

to fight largely with the next to last generation of weapon systems. But the
East's systems for the most part can hold their own with this generation of
weapons."

He said that the expansion of the Soviet air and naval forces proves that it
does not intend to be limited to a war on land. Thus, NATO must assume a
complete spectrum of modern air forces from the enemy. The enemy prefers those
forces which produce an added gain of offensive power. Combat against our air
forces and supporting ground forces has priority, with the air defense not being
neglected, even the defense over the battlefield. For example, the attack
helicopter component has reached the order of magnitude of the entire German

Air Force. He said also that the operational focus of the enemy's air forces

is shifting increasingly deeper into our own territory: The Channel, the Straits
of Dover, can be reached by the enemy in low-altitude flight! In summary,
Lieutenant General Sommerhoff then stated:




"The Warsaw Pact states will keep to their strategic objectives. These
objectives can be realized only by offensive means. The military capability
needed for this will be provided and kept up-to-date for the foreseeable future
as well. The expansion of the enemy's air forces is being pushed forward
forcefully. An increase in combat effectiveness in the sector of tactical

air forces is expected through the introduction of new heavy fighter bombers.

_To these will be added light aircraft for close air support and attack helicopters

of the next generation. At the same time, by the year 2000 the air defense of
the Warsaw Pact will have introduced new fighter aircraft, very maneuverable

air defense rocket systems, and above all new radar equipment and command

and control facilities. An improvement can be expected both in capabilities

for electronic warfare and also in the resistance of Warsaw Pact weapon systems
to NATO's electronic warfare. Through improved avionics, the enemy's all-weather
operational capability is being raised. '

"Both air-strike forces and air-defense forces will have at their disposal
long-range guided missile systems and new types of airdropped ammunition (for
example, terminally guided bombs) or even laser weapons. The Warsaw Pact
attaches particular importance to research and development in the armament
sector. Thus we will have to assume that in the next decade as well the Warsaw
Pact will substantially increase the penetration depth and all-weather combat
effectiveness of its systems, in order to have at its disposal more firepower
and maneuverability.

"Military thinking in the West has gotten stirred up. The strategy debate
testifies to this. Example: The Air-Land Battle 2000. Somewhat belatedly it
has been realized that deterrence also means: To be able to fight. Flexible
reaction/flexible response requires flexibility also in the tactical sector.
General Beaufre once wrote: Strategic objectives must be able to be realized
through tactical measures. For us, this means:

"That we must be able to proceed against an attacker at any time. Night and
bad weather must not hinder us. Combat effectiveness at all times is the
requirement for new equipment and weapon systems.

"Our firepower must increase further. To that end, our so-called wide-range
effectiveness must be enhanced by modern weapons. This requirement includes:
A greater kill probability against individual targets, and multiple-target
engagements.

"The penetrating power and penetration depth of the weapons and carriers must
be increased. Just for the sake of completeness, I will mention also the
necessity for electronic countermeasures and counter-countermeasures.

"Tn order to bring to bear great firepower at the right time on the intended
position, we need to introduce flexible systems. For reasons of cost, we will
be able to afford the special-purpose system only in particular cases.

"The right information at the right time in connection with the decisive activity
increases the effectiveness and efficiency of the forces. Therefore reconnais-
sance must be decisively improved. Sensors, weapons, and command and control
must be united into one system.




"Standing above everything else is the requirement for mobility, flexibility,
maneuverability. Our manpower and material resources, and thus our military
forces, must again be optimized for combat. Deterrence in the conventional
sector of the triad can be achieved in the foreseeable future only by the
capability for waging battle and being able to win it. And we must make this
clear to the potential enemy through our exertions.

Plans of the Air Force
"Just a few notes on the plans of the Air Force:
"The immediate emphases of our military requirements are clear:

"Our air defense is being decisively improved. The necessary measures have been
taken and are familiar to you.

"A modern reconnaissance system will improve command and control as well as
fighting ability. We are in the process of formulating the tactical requirement.

"A modern command and control system will have to effectively employ the
individual components. NATO has made the initial steps.

"More effective weapons, especially proximity weapons, will improve the
effectiveness of our forces."”

12114
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THEATER FORCES FEDERAL REPUBLIC OF GERMANY

ALTENBURG ON STRENGTHENING CONVENTIONAL FORCES
Munich SUEDDEUTSCHE ZEITUNG in German 13 May 83 p 9
[Article by Alexander Szandar: "Little Inclination to Nuclear Weapons']

[Text] Bonn, May--The situation lectures of German officers are usually
dry, long-winded and boring. The obligatory graphics projected on the wall
with an overhead projector seldom help to reduce the hazard of fatigue. The
74 commanders who had come to the Eichholz Academy at the invitation of the
CDU-[Christian Democratic Union] sympathetic Conrad Adenauer Foundation
obviously had inwardly composed themselves for such a scene in the 2-hour
encounter with General Wolfgang Altenburg.

Clarity Without Slides

Most of them had never experienced the verbal cadence, enthusiasm for
discussion, and lecturing skill of the new inspector general. They all were
surprised and inspired to long applause on seeing that the highest-ranking
soldier could elucidate numbers, data and facts, that he could present these
with zest, spiced with earthy remarks, humor and self-irony and that a dis-
cussion with high superiors could be exciting. "If you're going to write
something, you might write that we are enthusiastic," asked a first lieutenant
of the only civilian present at the meeting.

“Let's put our cards on the table," Altenburg began his lecture, launching into
a vividly detailed discription of the financial and personnel problems of

the next 10 years. He recognized that these problems will affect primarily
his successor, but insisted that he must be allowed to reflect, for "when

you think, you come up with the craziest things.'" The general stated: '"The
matter of the budget is getting bad." He characterized Finance Minister
Stoltenberg's words as "unpleasant but, more importantly, true.'" Thus, he
feels compelled to guard against "wrapping myself in illusions." By this,

he meant the entire armed forces, which are finding it difficult to comprehend
the austerity course that Hans Apel was forced to take after the fat years

of arms procurement during the terms of his Social Democratic predecessors
Helmut Schmidt and Georg Leber, an austerirty course that Manfred Worner (CDU)
will continue rigorously, in spite of his earlier attacks on inadequate defense
spending.




'"We're buying tanks today for children who haven't been born yet," noted

Altenburg ironically when it was stated that because of the pill the FRG and
the GDR are the only countries that, beginning in 1985, will have problems

in meeting the personnel requirements of their armed forces. Compulsory
military service, he said, can hardly be extended by more than 2 months because
of competition with the economy. He suggested that service exemptions could

be reduced and the percentage of volunteer reenlistments could be hiked radically
(at great expense). The conferees agreed that much money would have to be
invested in personnel if an army of the present size (495,000) is deemed
desirable. An acceptable outcome of the Vienna talks on troop reduction in
Europe (MBFR) [Mutual and balanced force reductions], the participates agreed,
could offer the possibility of a solution.

An Army With Many Reservists

The officers listened in amazement as Altenburg, prompted by his shortage

of money and personnel, outlined a new defense concept. He presented this
idea not as a ready-made recipe as is usual in the Germany army, but as food
for thought concerning the problem: 'Where can I save on personnel?"

"Further restructuring will not help to reduce military manpower needs, said
the general. However, personnel can be replaced by firepower: for instance,
by artillery rocket launchers with great enough range to seal off wide stretches
of terrain with mines and explosive devices. Tank units, he said, are being
employed "atypically" today. '"They are sitting out there in the woods because
we don't have anything else,” claimed Altenburg. They are being misused for a
possible holding action, he explained, instead of standing by as a strategic
reserve. The general wondered whether it would not be more sensible 'to
furnish ‘the local population with anti-tank rockets?"” '"With knowledge of the
terrain in their favor," he asserted, '"they'll hold it for me for a strategic
counter attack with tank divisions." He wishes to avoid the term, but added:
"That would be a militia with a large percentage of reservists, to be sure."

Other Assignments for the Army

Naturally, the objection was voiced that Altenburg's ideas were similar to
those of "alternative'" thinkers like Horst Afheldt and Jochen Loser, ideas
that had until then always been rejected by the Germany Army high command.

"So what?" retorted Altenburg, insisting that one should be able to follow up
on problem-solving initiatives. One should consider assigning the army the
task of "sealing off the battle zone," that is, of cutting off the first-wave
units of any Warsaw Pact attack from the second wave of "strategic forces,"
which would roll in out of the Soviet Union with around 30 divisions.

To compensate for conventional weakness by deploying nuclear weapons is an
unbearable thought for Altenburg. 'The Russians won't be impressed if we tell
them that we'll kill ourselves if they don't stop." He therefore pleads for
strengthening conventional defenses. The general harvested applause with a
side swipe at AMmerican assertions that, after all, the Germans would have to
spend only 28 dollars more a year per capita--less than they spend on chewing
gum, ice cream or TV subscription fees. '"That kind of reasoning won't get a
budget through here," contended the inspector general.




Substitutes for Nuclear Warheads

For the army, Altenburg is thinking of long-range missiles with conventional
warheads. For this, he continued, there are only two obvious possibilities

that have been on the market very long: the Lance missile, stepped up from

its 100-kilometer to a 300-kilometer range and equipped with conventional instead
of nuclear warheads; and a version of the Pershing 11 missile which would

remain under a 1,000-kilometer range and, instead of the nuclear warhead, would
carry a load of conventional bombs and mines for use against such targets as
airports. He admits, however, that there would then be another ticklish problem
to be solved: How is Soviet intelligence to distinguish between a nuclear
Pershing II that could fly as far as Moscow and a conventional version that,
judging from his experience of a few weeks in his new position, one must beware
of the weapons lobbyists: "They come around like vaccum cleaner salesmen.'

The Lance and Pershing producers have already been there too.
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TERRORISM SPAIN

EXAMINATION OF ETA-LATIN AMERICA CONNECTIONS
Madrid YA in Spanish 12 May 83 p 11

[Text] Manuel Ballesteros, advisor to the State Security Director and former
chief of the Single Command of Counterterrorism Struggle (MULC) returned from
Mexico to Madrid yesterday after conducting several inquiries about the ETA
[Basque Fatherland and Liberty Group] in two Latin American countries,
according to a EUROPA PRESS report.

Manuel Ballesteros went to Venezuela last week and in the past few days he had
secret contacts in Caracas and Mexico, to learn about infrastructure that

the terrorist organization ETA maintains in these two countries. He was
accompanied by the former chief of the Central Information Brigade, Joaquin
Domingo Martorell and a former member of that brigade, Andres Gomez Margarida.

Margarida was one of the first persons to negotiate secretly with ETA some
years ago in order to attempt a "ceasefire". 1In addition, when he was the
chief of the La Coruna Police, his statements to the effect that he had
many friends in the ETA was notorious.

It was explaned to EUROPA PRESS that the purpose of the trip was to prepare
some reports about the presence of ETA members in Venezuela and Mexico,

where there are many members or sympathizers of the terrorist organization.
It is said that part of the money that ETA collects as "revolutionary tax"

or through hold-ups is sent to these countries to finance some firms where
its members work. These persons usually live in Mexico and Venezuela,

and have a publication issued at irregular intervals, called "Organo de Apoyo
a Presos y Represaliados Vascos'" in which they print outdated reports from
the newspaper EGIN, as well as various comments about the armed struggle.

One specific case is that of the former vice president of the parliament of
Navarra and member of the Herri Batasuna, Jose Antonio Urbiola, who works
for an insurance company in Puerto de Ordax, near Caracas. It will be
remembered that a few months ago he decided to abandon politics and went to
Venezuela.

During last week the three Spanish police officers held secret talks with
security agents of Venezuela and Mexico and with "various contacts'" that
they--especially Martorell and Margarida--have in these two countries, and who
have enabled them to learn the movements of ETA members in Mexico and Venezuela,

11635
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ENERGY ECONOMICS AUSTRIA

OIL, NATURAL GAS DRILLING, PRODUCTION
Frankfurt/Main FRANKFURTER RUNDSCHAU in German 14 May 83 p 13

[Article by Roland Prinz: 'Deeper Than Nanga Parbat Is High: Austria's
0il Driller Have Reached 8,125 Meters']

[Text] As some people will note with surprise, Austria also is one of the
oil-producing countries, although it is no match for the 'big omnes'" such as
those on the Persian Gulf and must occasionally go to great depths to obtain
the '"black gold." When the men in oil and gas prospecting speak of the

"third story," they mean depths of 6,000 meters and more. In the case of the
Zisterdorf Superdeep Number II natural gas well, engineers of the Austrian
Government Oil Administration (0eMV) have achieved at 8,125 meters the deepest
boring of this kind outside the United States. This ocrresponds in reverse

to the elevation of Nanga Parbat in the Himalayan Range. The boring is being
continued since the discovery was made there about 3 years ago.

The proximity of success and fai lure is shown by past history. In 1980, only
150 meters away, engineers of "Zisterdorf Superdeep 1" had to change the
cutter at 7544 meters. Then, only a half meter deeper, there was a sudden
pressure rise on the measuring instruments. A gas eruption occurred, but the
drill rods got "stuck" and it was decided after 3 days of flaring to cap the
well.

Even before World War II Zisterdorf was known as a productive oil field. Today
OeMV produces the major part of domestic hydrocarbons in the Matzen-Auersthal
area northeast of Vienna. The so-called "third story" lies under the rock

of the alpine layer formation, for instance, along the northern edge of the
Alps and the Flysch (sediments) and the chalkstone Alps at depths of 6,000
meters and in the Viennese basin at 6,000 to 14,000 meter depths.

From 1945 to 1955 the oil wells at Marchfeld and the Viennese basin were under
the military control of the Soviets, who, according to statements by Austrian
experts, transported eastward at least 80 percent of the approximately 21
million metric tons of crude oil produced in almost 10 years, at the "free

rate' because as a result of the National Socialist period this was "former
German property.'" Austria was to let the Soviets have an additional 10 milliom
metric tons free of charge. Former Chancellor Julius Raab, however, obtained

an amelioration: 1In 1963 the Soviet Union was satisifed with almost 6.5 million
tons.
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Today OeMV operates 138 gas and 1,000 oil wells, of which only 17 remain
eruptive. Since 1960 at Matzen-Auersthal, reservoir water is first pumped out
with the oil, purified, and then forced into the wells to bring up residual
0oil. The yield of this secondary production is approximatel y 35 percent.

At Berndorf south of Vienna, where they did after all bore for gas to 6,028
meters, the OeMV people unexpectedly hit a big sweet water reservoir at 2,800
meters; according to a communication by Schaffer, this could supply the city
of Vienna for years with drinking water. It is not yet known whether and when
this will be fallen back on.

Today Austria still covers 13 percent of its consumption of o0il products and
35 percent of natural gas requirements with domestic production. 1In 1969 the
figure for oil was 33 percent. Approximately 77 percent of the domestic
crude oil--almost one million metric tons per year-~are produced by OeMV,
300,000 metric tons by the Crude 0il Corporation (RAG), a company haif of
which belongs to Austrian branches of Shell and Mobil and which is chiefly
active in the Upper Austrian area.

In the first 50 years, up to 1980, a total of 86 million tons of crude oil
were produced in Austria. For natural gas the Austiran production is approxi-
mately 1.3 billion cubic meters per year. Four billion cubic meters are im-
ported annually; nearly three quarters of this comes from the Soviet Union.

The first modest gas strikes in the Wels area in Upper Austria were made in
1982. Up to 1980, 48 billion cubic meters of natural gas were produced in
Austria. The Schwechat OeMV refinery, in which domestic and imported oil

are processed, covers approximately 85 percent of Austrian requirements for
oil and petrochemical products.

In the last 20 years, because of the various pipelines, Austria has become

a transit country between East and West for the "black gold," oil and gas.
Experts believe that a domestic production of approximately one million metric
tons can be maintained annually for 20 years to come.

Reliable forecasts of productivity in future years are hardly possible. At
the beginning of the seventies the OeMV managers were on the point of shutting
down some oil wells fro economic reasons. Then, however, the oil price shock
of the years 1973/74 made the decision easy for them.

5586
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ENERGY ECONOMICS FRANCE

GDF'S STORAGE, TRANSPORT OF LIQUEFIED NATURAL GAS
Paris DEFENSE in French Mar 83 pp 53-55

[Article by Georges Donat, deputy director for new studies and techniques at
Gaz de France: '"The Quality of Gas Techniques']

[Excerpts] Gas Transport
The Network

The transport network of Gaz de France (GDF) connects the deposits of the
Southwest and the different border stations, through which gas enters [French]
national territory, to the large consumption centers or to storage facilities.
It is interconnected with the networks of the other European countries. The
absolute service pressure is generally 68.7 bars absolute, except on certain
sections where it is 80 bars. This network comprises steel pipes welded end
to end and compression stations whose purpose is to adjust for the pressure
losses which the movement of gas in the pipes causes, by regularly increasing
the pressure along the pipelines.

The development of steel production and pipe manufacturing techniques has per-
mitted the use of steel grades with higher and higher mechanical properties,
leading at the same time to savings in investment due to the reduction in the
necessary amounts, and to greater ease in construction, particularly for weld-
ing.

In addition to the stresses which a buried pipeline must resist in normal oper-
ating conditions, it must be able to withstand, without rupturing, accidental
circumstances such as a landslide, which implies for the steel a sufficient
margin between its elastic limit and its tensile strength as well as a suffi-
cient extension capacity before breaking.

From grades A42 (42 hectobars tensile strength) for the diameters 400 and 450
mm and X52 (52,000 pounds per square inch [psi] elasticity limit) for the diam-
eters 500 and 600 mm used around 1960, pipes have now gone to 750 and 900 mm

of grade X65., These steels with high mechanical properties have been produced
and have maintained a good capacity for welding.
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Principal Characteristics of the French Transport Network in 1982:

Largest Total Installed Number of Division

Pipeline Power of Compres- Counting Stations,
Length Diameter sion Stations (1) Preexpansion & Delivery
Approx. 900 mm 355,000 kW approx. 4,500

21,000 km

At present, French pipe manufacturers could provide pipes of grade X70. A
clear increase in the service pressure could become attractive in the distant
future, for example, if we had to carry out massive tramnsport of hydrogen.

Liquefied Natural Gas (LNG)

In order to transport natural gas from Algeria to France, which would imply a
pipeline crossing of a deep sea over a fairly large distance, GDF uses an LNG
supply line with an annual capacity of nearly 200 billion kWh (TWh). Interest
in the liquefaction of natural gas composed essentially of methane lies in the
fact that a cubic meter [m3] of liquid at under 1 bar (and -162°C) corresponds
to approximately 600 m3 of gas in normal conditions (0°C, 760mm Mercury). This
considerable volume reduction coefficient allows consideration of transport by
ship, subject to access to cryogenic materials.

The passage in the liquid phase implies, after transport of the gas deposit to
the coast, liquefaction in a port of the exporting country, sea transport,
unloading followed by storage, and regasification in a port of the importing
country.

Liquefaction plants are of two types corresponding to two processes which have
been employed successively in Algeria: wutilization of a classic cascading cy-
cle in which the fluids are propane, ethylene and methane (Arzew plant), and
utilization of a mixed cascade cycle in which the cold-producing fluid is formed
by a mixture of methane, ethane and butane produced from the gas itself (the
Skikda and Bethioua plants). The two plants at Bethioua each have the theoret-
ical capacity to liquefy about 13 billion m®/year (40 million m3 per day of
operation).

The methane tankers transport the LNG at a pressure slightly above atmospheric
pressure in self-supporting tanks or in membrane tanks supported by the medium
of the heat insulation on the double hull of the ship. The first tankers put
into service in 1964 transported approximately 25,000 m3 of LNG, but today ships
are built with 130,000 m3 capacity. There are now 86 tankers in service or un-
der construction in the world of which 37 utilize one of the 2 French tech-
niques (Technigaz and Gaz Transport).

(1) Including that in underground storage facilities. The power units are
graded from 1,000 to 4,400 kW.
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Methane Tankers Providing Algeria-France Traffic:

LNG Capacity: 25,500 m3 40-50,000 m3 120-130,000 m?

Number of Tankers: 1 3 3 (1 Belgian)

Technique Used: Gaz Transport Caz Transport (1) Gaz Transport
Technigaz (2)

Tank Type: Self-supporting Membranes Membranes

The methane terminals receive and store the LNG, then assure its regasification
and its entry into the transport network. The most recent storage reservoirs
have an external wall of prestressed concrete, the internal tank of cryogenic
material being either self-supporting or membrane, according to the techniques
mentioned previously for the tankers. -

French LNG Receiving Terminals:

Year of Storage Annual Regasification
Site Start-up Capacity (m3LNG) Capacity (TWh/yr)
Le Havre 1965 3 x 12,000 13
Fos-sur-Mer 1972 2 x 35,000 & 50
1 x 80,000
Montoir-de- 1982 3 x 120,000 133

Bretagne
Gas Storage

Today, the energy available in GDF storage facilities is 53 TWh, which repre-
sents approximately 20 percent of annual consumption. The goal on the 1993
horizon is to increase this capacity to 130 TWh. A large above-ground gas tank
only permits storage of about 2.5 GWh, and excludes considering surface storage
and means using underground storage techniques. Two methods are used:

--Storage in aquifers;
-—Storage in salt formations;

—-Underground storage of gas in aquifers is the equivalent of a natural deposit
where the gas would be introduced by injection into the ground through bore-
holes which also serve to draw it off at the time of discharge. This is
achieved in an anticline geologic structure composed of a bed of porous rocks
permeable in the interstitial pores through which the gas can move, surmounted
by a bed of impermeable clays which blocks all migration of gas toward the sur-
face;

~-Storage in salt formations is made up of cavities hollowed out by the soft
water washing in salt beds of considerable thickness. This involves a tech-
nique developed by GDF in the 1970's. A cavity may reach a geometric volume

of greater than 200,000 m3, and production of approximately 0.3 TWh is possible
from the largest of those which are now in service. There are two sites of
this storage type in service.
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All of the nine underground storage facilities now in service in France are
capable of storing and discharging 53 TWh annually during the cold season. For
comparison to this performance level, one will recall that at the end of 1981,
EDF's [Electricite de France] capacity to produce electric energy from hydro-
logic origins was 60 TWh.

Chemery, the largest aquifer, can provide 40 consecutive days of power equal
to that of 10 1,300 MW nuclear plants.

Underground storage, thus, represents the means to store, with a very high de-
gree of security, enormous quantities of energy with little impact on the en-
vironment since the land required for each storage facility (central station
and well platforms) corresponds to an average of 18 hectares.

Techniques of the Future

The expansion foreseen for gas energy in the next several years will lead to
development of more efficient transport and storage techniques for natural gas
which will come in increasingly greater quantities from areas to which it is
more and more difficult to gain access. To this gas it will become possible
to add gas produced from coal gasification, which can be substituted perfectly
for natural gas. It will also be possible to utilize hydrogen resulting from
electrolysis of water using electricity from nuclear sources. GDF will then
again be concerned with the function of production, and the corresponding
techniques form the subject here and now of important research programs: de-
velopment of coal oxygasification and hydrogasification methods, study of a
reliable process of methanation of mixed carbon and hydrogen oxides, design of
high-efficiency electrolizers, and development of nonfragile materials for
hydrogen, in view of its transport and storage needs.

The improvement of the techniques and materials necessary for laying of under-
water pipelines serving ocean gas deposits allowing maritime crossing, a realm
in which French firms play an important role, should permit breaking the pres-
ent depth record set at 610 meters, between Sicily and Italy. 1In the fairly
near future the great depths of 2,000 to 3,000 meters will become accessible.
In the framework of the Canadian Arctic pilot project, here and now conceived
for testing the feasibility of producing natural gas in the Arctic islands and
transporting it in the form of liquefied natural gas, an ice-breaker methane
tanker project with integral membrane tanks is being investigated by the French
firm Technigaz, which has already achieved benchscale feasibility judged posi-
tive by the Bureau Veritas.

Greater know-how in underground storage will permit use of more and more un-
favorable sites, the most favorable having already been developed, and reduction
of investment costs by lowering the amount of energy immobilized in the form

of inactive gas. 1Indeed, the cycling of storage facilities implies the perm-
anent presence of a gas cushion which plays a purely mechanical role by being
compressed and decompressed, thus permitting the production wells to conserve
their yield potential. The methane which now makes up this gas cushion and
represents more than half the investment of storage in aquifers has begun to

be replaced, at least partially, by an inert gas.
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ENERGY ECONOMICS FRANCE

OIL FIRMS TRY TO DIVERSIFY ENERGY SOURCES
Paris L'USINE NOUVELLE in French 21 Apr 83 pp 99-101

[Excerpts] The hydrocarbon fields, even the most inaccessible difficult ones
remain and will remain the elite grounds for the stars of the international
0il industry. With the help of the economic crisis and declining energy de-
mands, the energy diversification of these firms runs the risk of being at
least revised if not slowed down. For their part the French are keeping up.

The analysis of the behavior of French companies or of subsidiaries of foreign
groups in France thus takes on meaning. The Total group and ELF-Aquitaine,
each in their own way, have not missed the chance to participate in the concert
of energy sources diversification. With its successes and failures, Giordano,
the subsidiary of Total which produces solar cells and solar water heaters

(see L'USINE NOUVELLE 13 Jan 1983) is doing well on the French market. On the
other hand, the future of its American subsidiary, Photon Power, is uncertain.
But as Robert Constants, director of Nuclear Mines for Total notes, "industrial
projects, even if they do not all succeed, produce technical spin-offs which
are always useful."

The common denominator to all the companies operating in France seems to be
that which Jean Francois Saglio (president of ELlf Energies) calls ''the defense
of business" through the expedient of energy conservation and the spread of
higher performance fuel-using equipment.

Well-organized charity begins at home:; it is in refining that successful prog-
ress has been registered: today not less than 1.3 million toe (tons of oil
equivalent) are saved at the level of processing compared to 1973.

With E1f Energies assuring the promotion of energy services and Dienic assuring
industrial management, a couple which Jean Francois Saglio likens to that of
Darty and Thompson, Albin Chalandon's group must, in the coming months, give
solid form to its willingness to market certain new products. This strategy

is not based necessarily on taking control of firms but instead on true accords
of cooperation, notably with national companies.

The introduction of a new solar water heater at a very competitive price,
Microself, should be announced soon. The Mage program (remote surveillance
and remote operation of thermal installations) will prove itself in the city of
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Paris and finally a series of new products such as the Pactol, a thermal

heated pump, will be created, once again with the participation of specialized
industry personnel. If the new energies are not forgotten--after the solar
house SOL 3, a new model SOL 30 is in progress, and one part of the capital

of Photowatt, a manufacturer of voltaic cells, has been preserved--ELF seems

to dedicate itself to that which Jean Francois Saglio smilingly explains as

the promotion of domestic fuel. 1In proposing a high-powered "vertical ser-
vice'" backed up by the promotion of materials, notably of heaters whose quality
can still be improved considerably, he is convinced that oil products still
have a brilliant future, as basic energy or as supplements.

This form of energy diversification is also on the agenda for SFBP (French 0il
Society BP). The new management of new energies headed by Pierre Faugeres has
given itself the mission of exploiting the outlets offered to its well-
established branches on the installers' and the heaters' markets. In climatic
engineering and insulation, SFBP hopes to acquire, by repurchasing a firm, the
means to exercise its technical know-how. From the new energies standpoint,
"one tests the water" declares Pierre Faugeres.

Password ""To be present just in case"

SFBP likewise plans to play a part in coal importation for the same reason as
its foreign colleagues. BP wouldn't mind seeing the French market opened up
to coal, which will take on a more and more significant position in its inter-
national activities. The ATIC (Technical Association of Coal Imports) "obsta-
cle" is still present, but negotiations which look like they will succeed are
in progress and could result in agreements with approved importers.

It is also coal for Total, which has set for itself the goal of reaching pro-
duction of 20 million tons a year in 1990. Besides South Africa, France's pri-
mary oil company established itself on American soil in Wyoming and Kentucky.
This was a penetration which took time, explained by Robert Constants, due
mainly to difficulties in adapting to legislation and to American financing
methods. The Harbert operation in Kentucky and West Virginia, said to have
enabled Total to increase its reserves considerably, well illustrates these
problems since it was ultimately an American which was chosen as a partner.
This balance sheet, which Robert Constants describes as mediocre, is at least
counterbalanced by new pronounced ambitions in nuclear matters by taking total
control of Minatome and of Dong-Trieu in December 1982 and in respectively re-
purchasing the shares of Puk and the Empain-Schneider group. Although the
price of uranium has fallen drastically and the recovery has not yet materi-
alized, Robert Constants underlines on the other hand that a promising sign is
that '"the cost of buying reserves is still the same."

Compared to their senior foreign counterparts, the French oil firms have not
yet reaped financial gains from energy diversification which, it has been
noted, is quite varied corresponding to the original structure of the groups.
It is nevertheless without resentment that the authorized persons do their
accounting. It is not a question of throwing in the towel. The world oil in-
dustry cannot afford to let go of a market where it does not control fluctua-
tions, much less upsets. The password is therefore still "To be present just
in case."
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The cyclical difficulties encountered could weigh heavily on the volume of
investments pledged for "keeping contact.'" Jean Marie Chevalier, professor at
Paris Nord and specialist in energy matters, notes that the results of oil com-
panies for 1983 are up to now impossible to estimate. If the tendency already
observed last year is confirmed, there is no doubt that certain areas of diver-
sification will disappear from activity reports.
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CSO: 3519/472

20




ENERGY ECONOMICS FRANCE

BRIEFS

ELF FINDS OIL IN NIGER--It was learned in Niamey that the French oil company
Elf-Aquitaine recently discovered a small oil deposit on the extreme east side
of Niger, between-the town of Agadem and the Chadian border. From three wells
drilled by the company, two were positive and the third was negative. A
seismic test has been done on the deposit to evaluate its size and to determine
if it is economically exploitable. Niger is not a producer of oil and its
importation of oil products weighsheavily in its balance of payments [Text]
[Paris LES ECHOS in French 18 Apr 83 p 8] 12394

ELF OIL IN GABON--E1f Gabon subsidiary of the Elf-Aquitaine National Society
(SNEA) has recently discovered oil in the central part of the Gabonian "off~
shore." According to the first attempts, the potential of the wells at Grand
Aquille in Marine 1 is estimated at around 600 cubic meters a day. Compli-
mentary works of evaluation will permit estimation of the commercial aspect of
this discovery. Elf is carrying out important research in Gabon to try to
keep its productive capacity there. From 11 tons 4 years ago oil extraction
in Gabon has in effect decreased to a little more than 7 million tons this
year. [Text] [Paris LE NOUVEL ECONOMISTE in French 18 Apr 83 p 72] 12394

CSO: 3519/472
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ENERGY ECONOMICS ITALY

STUDY ON COST, SUPPLY, TRANSPORT OF IMPORTED COAL
Rome RASSEGNA PETROLIFERA in Italian 11 Apr 83 pp 323-327
[Text] Imported Coal Supply and Prices

The supply of coal continued to grow in 1981 at a sustained rate over that
of the preceding year, exceeding the level of 18 million tons [MT], a rise
of more than 13 percent over the 1980 level. This growth takes on greater
significance if one considers that the rise in imports is entirely attribu-
table to steam coal, as compared with a substantially stable market for coal
for metallurgical uses. This growth continued in 1982, for which the total
is expected to reach some 20 MT, making Italy the principal importer of coal
from the EEC [European Economic Community] and second worldwide only to
Japan,

The continuing substantial rise in imports of steam coal, even in a de-
pressed international market situation, has its basis largely in the gradual
implementation of projects, already begun in the recent past, for converting
thermoelectric power and industrial (cement manufacturing) plants.

Procurement by users and operators on a national scale follows a by-now well-
established pattern of distribution of origins, so as to maximize the diver-
sification of sources [Table A]. Within this pattern, and for reasons of
dependability and availability, the United States is the country from which
we import the largest quantities of both coking coal (close to 5.7 MT in
1981) and steam coal (close to 3.4 MT). It should be noted, however, that
the year 1981 was characterized by a rise in imports from the United States
that exceeded the structural rate of growth, in that, American coal had,

to a considerable extent, to f£ill the supply gap created by the sudden drop
(of close to 2MT) in coal shipments from Poland. This situation continued
in 1982 as well, although to a lesser extent owing to the partial resumption
of exports from Poland. [Table Bl.

During 1982, the prices of imported coal, reacting to short-term conditions,
dropped sharply on the spot market. The 1981 year-end contract prices, as
regards the U.S. market, were around $70/ton f.o.b. for coking coal, and
around $55/ton f.o.b. for steam coal.
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In 1982, prices dropped sharply, especially for steam coal, on the Rotterdam
c.i.f. market, going from $62-$64/ton in March to $57-$60/ton in September,
for coal of U.S. origin.

This effect on the import market was owing in part, as had already been the
case in the international market, to a slump in the f.o.b. price of U.S.
coal, and in part to the slump in the charter spot market, in which prices
dropped by all of half over: a period of 1 year: 50,000-60,000-ton ships
on the U.S East Coast-Italy run were being chartered in September 1982 at
$5-$6/ton as compared to $11-$12/ton for the same period of the preceding
year.

Over 90 percént of coal imports are procured by our state-owned enterprises.
During the first half of 1982, the distribution of the 10.3 MT imported was
as shown in Table D.

Principal Using Sectors

The quantities of coal imporied into Italy are divided approximately equally

- between two end-use types of sectors: Metallurgy and energy. Table E sum-

marizes coal consumption in 1980 and 1981 by using sector.

The consumption of coking coal remained stable during the 197C's. 1In the
years since then, owing to the profound depth of the crisis in the steel-
making industry, the consumption of coking coal has steadily decreased, both
by the integrated coking plants and by the independent ones. The situation
is not expected to change relative to 1982 but rather to continue reflecting
the sector's recovery problems.

Consumption of steam coal by the using sectors has shown a constant uptrend.
The ENEL [National Electric Power Agency], in particular, is proceeding
steadily with the equipping of its currently operating solid-fuel-fired
thermoelectric plants to burn coal, and with the conversion of its dual-
fuel plants which have been operating until now in a heating-ocil-fired
configuration.

In the cement-making sector, in which the use of coal had skyrocketed over
the past 3-4 years, going from a few hundred thousand tons to around 1.3 MT
in 1981, growth of coal consumption has slightly slowed with respect to
forecasts.

The use of coal in 1982, in fact, is expected to end up at around 1.9-2.0 MT
versus forecasts indicating a total consumption on the order of 2.3-2.5 MT.
This decline cannot be attributed to a decline in competitiveness on the
part of cocal with respect to other sources of energy, the effects of which
could not in any case have been felt in so short a time, but is rather owing
to a temporary slowdown in the production rate of the cement plants, and to
delays in authorizations to use coal in plants that have already completed
their conversion to coal.
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In the independent-producer sector, owing to the existence of a production
plant system that is not suited to rapid conversion to coal, consumption
is still virtually negligible. Given the high consumption potential of
this sector, its use of coal is expected to grow significantly over the
next several years, with the building of new plants, coupled, where possi-
ble, with conversion projects.

Consumption: in other sectors, such as the household, commercial and trans-
portation sectors, has for years now been stabilized at values of around
200,000-300,000 tons/year. Future consumption in these sectors is not
expected to increase significantly.

In this context, mention should also be made of the lignite produced in
Italy (1.8 MT/year) which ENEL consumes on a stabilized basis in its plants
located at the mine sites.

[Table F shows list prices of solid fuels in Italy].
Transport and the Infrastructural Situation

The quantities and prices of imported coal are heavily influenced by the
structure of the logistical system and by the characteristics of the ocean
transport required to link the loading ports of the producer countries with
the unloading ports situated along the Italian coasts.

The advantage of using large-tonnage ships, which reduce substantially the
unit cost of transportation, has led users and domestic operators, in
recent years, to go all out in search of solutions capable of rationalizing
and minimizing the transportation costs of imported coal, through the use
of ships of increasingly higher tonnage. Economies derived from using
ocean-going ships of higher tonnages can attain levels as high as 15-20
percent; suffice it to note that, even under presently depressed conditions
in the charter market that reduce the possible economies of scale, the use
of 80,000-dwt [deadweight ton) in place of 50,000-dwt ships on the U.S.
East coast-Mediterranean route results in a saving of at least $1-$2 per
ton transported.

This trend toward the .increased use of 'high-tonnage "ships has mani-
fested itself mainly in imports of steam coal; as for coking coal, it has
for a long time been transported, based on a constant flow of imports, in
high-tonnage ships (over 50,000 dwt).

Significant, on the other hand, in the steam coal sector is the evolution
that has taken place in recent years in the size of coal ships being used
for ocean transport.

As shown in Table G, in the space of 4 years alone, from 1978 to 1981, the

percentage of ENEL's coal imports hauled by ships of Over 50,000 dwt went
from zero to around 50 percent of the total tonnage transported.
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This change in the average size of coal ships is attributable in part to
the steadily growing use of coal by plants linked to docks in the deepest-
water ports (La Spezia and Vado Ligure), and in part to the lightening
system , which, by lightening the loading of medium-large ships, enables
unloading to take place in shallower-water ports. '

From the standpoint of infrastructure, the limitations inherent in the

national receiving system have remained entirely unchanged. The coal-

handling infrastructure, in fact, presents characteristics identical to
those that existed during the 1970's.

What is more, the implementation of the PEN [National Energy Plan] insofar
as concerns the coal infrastructure, which should eliminate our domestic
handling limitations by the second half of the 1980's, is proceeding at

a slow and delayed developmental pace, stemming from the minutely detailed
study to which the three main terminals designated in the PEN are being
subjected.

The building of the Vado Ligure terminal, for which technical and economic
feasibility study has been drawn up, is closely dependent upon the future
building of the planned coal-fired electric power plants in Lombardy and
upon the technical and economic study currently under way on the costs to
ENEL of transporting the coal to Val Padana.

The development of the Trieste terminal, for which the feasibility study
as well as a company formed to build and manage it have been in existence
for a long time, is currently being held in suspense pending a study of
the real prospects for traffic developing from the Austrian and Bavarian
markets.

The initiatives connected with the completion of the Gioia Tauro terminal
are at a standstill pending final authorizations for the installation of
an ENEL coal-fired electric power plant, without which the port would lose
much ¢f its economic justification.

0f major importance in this overall scheme of things is the planned build-
ing of a large-scale receiving infrastructure at Brindisi, which is to be
linked to the new ENEL in situ power plant that has already been approved
and should be completed by 1988-1990, and which could also be used for coal
lightening and transshipping operations.

As regards railway facilities, recent studies have shown that, as a result
of appropriate modifications on a limited scale, the transportation network
will be able to handle the projected traffic, at least over the next 5
years.

Two main trunks are an exception to this evaluation, namely Savona-Centro
Padana and Trieste-Austria, which will have to be substantially improved
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and their capacity doubled if the planned ENEL power plants in Lombardy
are actually built and if Austria's potentlal demand for coal actually
materializes.

Sulcis Coal

The Sulcis coalfield, which represents Italy's only subbituminous coal
deposit, contains substantial reserves involving an area of over 100 sg km
with strata extending down to a depth of over 700 meters.

During the past few years, detailed geological surveys have been carried
out, relative to a part of the deposit, covering an area of about 10 sqg km
(Northern Zone), the object of which has been to identify minable and
extractable reserves.

This analysis, which has provided the basis for the mining plan, has iden-
tified extractable reserves of around 60 MT and minable reserves estimated
at around 85 MT. Preliminary estimates of the reserves held by the coal-

field as a whole place them at a total of around 340 MT.

As regards the coalfield's Northern Zone, a feasibility study was recently
completed relative to the reactivation of the mine, which is currently in
its start-up phase.

The mining plan study calls for production at an annual output rate of
around 1.7 MT of scrubbed coal; this output rate is to be reached gradually
by 1993, while the overall operation of the mine is to be developed over

a time span of about 25 years.

The studies that have been carried out, however, confirm that the coal has
a moderate calorific value (about 5,100 Kcal/kg) and a high sulfur content
(around 7-9 percent).

A specific application has been found for this production as a directly-
usable fuel in the existing and planned Sulcis, Fiumesanto and/or Oristano
thermoelectric power plants.

The coal, which will nevertheless have to be mixed with low-sulfur-content
coals so as to limit the emission of pollutants, will be used in thermo-
electric units equipped with smokestacks 250 meters high.

A long-term scenario also envisages the possibility of using part of the
Sulcis coalfield output in plants for converting the cocal into gaseous and

liquid products to be used in chemical and/or energy applications.

Coal Liquefaction and Gasification

In Italy, interest in the conversion of coal is motivated principally by
the desire to extend the use of Sulcis coal beyond its application as a
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directly-usable fuel. Equally valid motives stem from the intent to be
present in an industrial sector of future importance from the energy and
economic standpoints. Based on these underlying aims, the PNRE (National
Energy Research Plan], approved by the CIPE [Interministerial Committee

for Economic Planningl] on 27 January 1982, calls for a major national com-
mitment to the development and testing of coal conversion technologies; in
particular, it calls for the building of a pilot plant for the gasifica-—
tion of Sulcis coal, and of a pilot plant for the production of electrical
energy by means of mixed cycles.

Implementation of the PNRE's coal program, involving an expenditure of
412 billion lire (1980 lire) over the 1981-1985 quinguennium, should pro-
vide Italian industry with a footing equal to that of enterprises in

the most advanced countries that are benefiting from substantial public
subsidies, in both the research and pilot production phases.

The Italian commitment in the field of coal conversion is for the moment
being shouldered mainly by the ENI [National Hydrocarbons Agency] Group;
the activities currently being pursued cover all the important technologi-
cal-approaches. w:.: ... = a3

In the field of gasification, technical and economic studies.continue, as
well as preliminary experimental testing for the building of a pilot plant.
for the gasification of Sulcis coal and the subsequent conversion of the
synthetic gas thus obtained into products for automotive or chemical use,

In particular, mid-1982 saw the completion and putting into operation of

a synthetic-gas-to-MAS [methanol and higher alcochols] conversion plant with
an output capacity of 40 tons daily. The plant, based on a process origin-
ated by SNAM-PROGETTI [National Gas Pipeline Company-Projects] and ANIC
[National Agency for the Hydrogenation of Fuel], converts synthetic gas
into MAS to be used as a high-octane component of gasoline.

The positive demonstration of the process and of the product obtained from
it could represent an important milestone, not only at the national level,
on the road to exploiting synthetic gas obtained from the gasification of

coal.

In the field of direct liquefaction, AGIP CARBONE [National Italian 0il
Company-Coal] is participating on an ongoing basis, together with the ENT
Group, in the development of the Exxon Donor Solvet direct-liguefaction
process.

In support of the operational activities in the field of coal conversion,
the green light has been given to a wide-ranging and full-fledged program
of pure and applied research that could receive added impetus, involving

also other laboratories and university centers, under the CNR's [National
Research Council's] PFE 2 [Energy Applications Plan II].
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Separately from the ENI Group, the Ansaldo and Fiat groups are also engaged
in developing gasification systems for the production of electrical energy.
Being planned is the construction of a 14-MW(E) plant, to be fueled ini-
tially by natural gas and subsequently integrated with a Westinghouse
gasifier. :

In sum, there exist in Italy proven capabilities that have already achieved
concrete results in the field of coal-conversion and that under the imple-
mentation of the PNRE and PFE 2 could achieve important milestones in its
development and exploitation.

[Tables followl:




[Table A]

Coal Imports by Country of Origin and Type*

(in Thousands of Tons)
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Type and Country 1979 1980 1981 A A
Anthracite 373.2 294.0 191.2 - 11.3 - 35.0
--Federal Republic of
Germany 19.1 18.0 14.6
--United Kingdom 17.3 12.3 2.5
~--USSR 138.3 96.7 39.1
--South Africa 156.3 108.1 119.9
--Other countries 42.2 58.9 15.1
Lean Coal 26,7 120.0 248.8 +349.4 +107.3
--South Africa 26.7 119.9 174.9
--Other countries -= 0.1 73.9
Coking Coal 8,613.3 10,795.3 10,764.3 + 25.3 - 0.3
--0f which temporarily (211.5) (14.1)
-~Federal Republic of
Germany 1,751.5 2,467.1 2,645.5
--USSR 697.5 043.4 161.7
--Poland 1,579.2 1,073.1 569.9
--United States 3,583.2 5,298.7 5,725.4
--Australia 866.5 1,125.6 1,546.3
--Other countries 115.4 187.4 115.5
Steam Coal and Others** 4,851.7 5,307.4 7,467.7 + 9.3 + 40.7
--0f which temporarily - (48.1) -=
--Federal Republic of
Germany 91.6 12.3 140.6
~--USSR 221.0 273.5 15.6
~--Poland 1,450.5 1,345.9 435.4
~-South Africa 2,141.8 2,830.5 3,342.8
--United States 590.4 715.3 3,422.7
--Australia 282.7 -= --
--Other countries 73.7 129.9 546.0 .
Total 13,864.9 16,516.7 18,672.0 + 19.1 + 13.1

*Except petroleum cokes, of which around 270,000 tons were imported in 1981.
**Tncludes agglomerates and lignites.
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[Table B]
1982 Coal Imports by Type and Origin
(Millions of Tons)

Actual Estimated Projected

1lst Half 2d Half Year-End 3
° ~
g £ g g g £ g8
~ 1o} -~ © ~ I 8 O
. kY 0] A 0] A o} o &

o) £ 0 2 o] + o

Country &} 0 O 0 O 0 <
United States 3.6 2.6 3.2 2.4 6.8 5.0 11.8
South Africa - 1.8 - 1.5 - 3.3 3.3

Federal Republic

of Germany 1.0 - 1.2 - 2.2 - 2.2
Australia 0.4 0.2 0.8 0.5 1.2 0.7 1.9
Poland 0.4 0.3 0.5 0.3 0.9 0.6 1.5
Total 5.4 4.9 5.7 4.7 11.1 9.6 20.7

Source: ENI Statistics:

[Notel: Figures on imports from other countries have been omitted here as
being insignificant; anthracite and lignite imports, which totaled
some 100,000-200,000 tons all together, are not reported here.

{Table C]
1980 and 1981 Unit Prices of Imported Coal in Italy
(Lire per Ton C.I.F.)

Percent
Type and Country of Origin 1980 1981 Variation
Coking coal
Federal Republic of Germany 104,738 126,572 +21
USSR 51,135 64,815 +27
Poland 53.024 78.650 +48
United States 59,826 85,454 +43
Australia v 49,041 82,408 +68
Average value 68,298 94,937 +39
Steam Coal
Federal Republic of Germany 87,561 134,199 +38
USSR 53,016 70,513 +33
Poland 44,951 87,467 +95
South Africa 38,120 68,533 +80
United States 52,426 77,161 +47
Average value 42,827 74,400 +74

Source: ISTAT Foreign Trade
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[Table D]
Coal Imports Into Italy

(Millions of Tons)

Enterprises

Public Enterprises

N. Italsider
Italiana Coke
ENEﬂ
AGIP-Coal

Total public enterprises

Independents

Shell Italia
Coe Clerici

Agenzia Carboni

Unicoke

Others

Total independents

Cement Plants

Unicem

Others

Total cement plants

Sum total

31

1st Half
1982

(93%)

( 5%)

4.61
0.87
3.99
0.16

9.63

0.20
0.09
0.03

0.06
0.13

0.51

0.12
0.07

0.19

10.33




' [Table E]

Coal Consumption in Italy(Z) by End-Use Sectors
(Millions of Tons)

Type and Sector 1980 1981 1082 1)
Coking Coal 11.2 10.1 10.8

(Coking plants, steel
mills and indepen-

dents)
Steam Coal 6.0 7.7 9.3
of which:
ENEL 4.9 5.9 6.8
- Cement plants 0.7 1.3 2.0
Other industries 0.2 0.2 0.2

Independent producers,
househould and trans-
portation 0.2 0.3 0.3

Sum total 17.2 17.8 20.0 [as published]

(1) Estimated.
(2) Including lignites.,

Source: ENI Statistics.




(Table F]

List Prices of Solid Fuels in Italy (Ex-

Railhead Milan as of September 1982)

Lire per Ton

Item Minimum Maximum*

Anthracite 248,300 286,000

Lean coals 224,800 225,300

Steam coal 217,800 218,300
Metallurgical coke

(size: larger than 40 mm) 231,850 260,150

Firewood 86, 000 87,000

*Variability depends on type, origin and size.

Source: CARBONE INFORMAZIONI - 10/18/82.

Percentage Hauled by Ships of Payload Capacity:

[Table G]
Traffic Breakdown by Size of Ship Used

to Haul Steam Coal Imported by ENEL

\
\
!
Year
|

Total
Less than 30,000-50,000 Over Traffic
30,000 DWT DWT 50,000 DWT (Metric Tons)
1976 65 35 -- 1.2
1977 51 49 -- 1.6
1978 56 44 -- 2.0
| 1979 33 45 22 3.2
| 1980 20 36 44 4.9
1981 6 45 49 6.5

Source: RASSEGNA PETROLIFERA - 7/30/82
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ENERGY ECONOMICS SWEDEN

USSR OFFERS SWEDEN NATURAL GAS THROUGH FINLAND
Helsinki HUFVUDSTADSBLADET in Swedish 6 May 83 p 14

[Text] The Soviet Union is offering Sweden the opportun~-
ity to buy up to 3 billion cubic meters of natural gas a
year. Finland is willing to pay for part of the pipeline
to bring Soviet gas underneath the Baltic to Gavle in
Sweden.

This has become apparent from a TT [Press Wire Service, Inc.] interview with
the trade attache of the Soviet Union in Stockholm, Gairat F. Rachimbayev. He
is heading a Soviet delegation of natural gas specialists visiting Sweden.

The delegation took part in an international natural gas conference in Gavle
last Thursday, hosted by Sweden and Finland.

Gavle district is pushing hard for Sweden to buy Soviet natural gas. It would
be transported through a 400-km-long pipeline through Finland and through 250
km under the Baltic to a point just north of Gavle. It is unclear how the
pipeline would go in Sweden. It depends on what districts and industries
would be willing to buy the gas.

The first vice minister of commerce for the Soviet Union, Yuri Bresynev, and
Minister of Industry Thage G. Peterson have already discussed the natural gas
deal in Moscow this year. Both parties declared themselves interested.

"The Soviet Union can in the first stage sell 1 billion cubic meters and in
the second stage up to 3 billion cubic meters," says Rachimbayev.

According to what TT has learned, the Soviet Union wants to set the prize of
gas at the level of the coal price on the world market, that is, at a low
level compared with oil.

"The price is a question to be discussed by the delivering Soviet companies
and Mittgas AB, that is, to receive and sell the gas in Sweden," says

Rachimbayev.

"The Soviet Union has plenty of gas, or 39 percent of the now known supply.
We can promise delivery for at least 100 years. Large amounts of gas are now
being extracted in Orengoi in Siberia, and a new source in Yanbruk in eastern
Siberia is about to be opened," says Rachimbayev.
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The Soviet Union has a well-developed known technology for use in natural gas.
One-hundred fifty thousand cities are heated by gas. Iron and steel production
is mainly process-heated by gas.

9843
CS0: 3650/192
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ECONOMIC EUROPEAN AFFATRS

CRESSON SEEN TO BE MORE FORCEFUL THAN JOBERT
Duesseldorf HANDELSBLATT in German 18 May 83 p 3

[Article: "France's Foreign Trade Policy: Even Loud Words Cannot Hide
Weakness']

[Text] sin DUESSELDORF~-While President Mitterrand and Chancellor Kohl at

a routine German-French summit meeting in Paris attempted to discuss global

and bilateral economic matters in a statesmanlike manner, France's new

Minister of Foreign Trade, Edith Cresson, was not pulling any punches. She
called the high French deficit in trade with the Federal Republic "unacceptable"
and bluntly threatened to enact punitive protectionist measures. What the
pugnacious lady clearly fofgot to add is the fact that the dark red numbers

on her trade balance sheet are not only due to the flourishing German exports

to the west, but that they are also due to the weakness of France's own exports.

In fact, French statistics for the bilateral trade present a terrible picture
from the French side: last year Paris was forced to record a deficit of
approximately Fr 38 billion (DM 12.5 billion). Compared to 1981, when the
deficit amounted to "only'" Fr 22.6 billion, this represents a dramatic
increase."

This development clearly shows that, due to French efforts to stimula te their
domestic market last year, a good amount of business also went to German exports.
On the whole, in comparison with 1981 German exports rose last year by 22.7
percent to DM 127.7 billion, which, according to the calculations of the
German-French Chamber of Industry and Business, adjusted and with consideration
of last June's devaluation of the franc against the mark, still amounts to a
real growth of around 10 percent. French hopes that the upward revaluation
effect of about 10 percent for the mark would cause a long skid in German

export statistics burst like a soap bubble, and the tempo of exports was
scarcely slowed.

Even in the first months of this year, German exports to France continued

to run at a brisk pace, to such an extent that the French market presents
itself as a stable support for the German economy. 1In the final analysis,
almost all branches of industry are profiting from the situation, above all
the German auto industry. Autos have already experienced their greatest
success in France over the last 2vyears, with a 22 percent growth in sales.

In contrast, the French competition was able to slow the downward trend of
their sales figures in the Federal Republic only with difficulty. This branch
alone bestows upon France's export trade deficits which grew continuously,
from Fr 4.7 billion in 1980 to Fr 8.2 billion in 1981 and to Fr 13 billion

last year.
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The outlook is scarcely better for most other French export industries. Only
the pharmaceutical industry, which in Germany traditionally operates without
production surpluses, the toy and sports equipment industries and, to a lesser
extent, the electrical and electronics industries were able to contribute to
a degree worth mentioning.

Due to the continuing economic stagnation in the Federal Republic, this could
not prevent France's total exports to the Federal Republic from climbing

last year by only 10.1 percent at current prices, which, given an average
inflation rate of 9.7 percent, reduces the real growth to a meager 0.4 percent.

Throwing Stones From a Glass House

For Madame Cresson, the scapegoat in the matter is clear. Above all, rigid
trade regulations and numerous, effectively protectionistic strictures in

the Federal Republic seriously impede the penetration of French competition
in the German market. Just as Economics Minister Jacques Delors did with his
colleague from Bonn, Graf Lamsdorff, the French minister of Foreign Trade,

in a radio interview, practically delivered an ultimatum for the dismantling
of such trade restrictions and threatened appropriate retaliatory measures
should Bonn refuse to act.

The minister did concede, it is true, that approximately Fr 20 billion of last
year's Fr 38 billion deficit was structurally caused, but the remaining Fr

16 billion could have been avoided with free market entry. The minister failed
to mention, of course, that in just this point Paris is anything but innocent.
All too often the French government, as Graf Lamsdorff repeated recently with
regret, has opposed efforts to unify a number of statutes and regulations within
the European community and has clung instead to natiomal regulatioms. One

could have realized earlier in France that such a frequently demonstrated
opposition to the equalization of laws for the removal of techmical trade
barriers can boomerang.

France has frequently toyed with the idea of protectionist moves as a means

of reducing its trade balance deficits and has carried them out often enough.
In particular, the town of Portiers had to pay for an especially glaring

case with its good name. But such loud and strong words as are now being sent
so rapidly over the air-waves by Madame Cresson remain the exception. Her
predecessor, Minister of Foreign Trade Michel Jobert, certainly no tip-toer

in the politics of trade, was in comparison a mostly moderate disputant. He,
too, constantly searched for ways to reduce the deficits, but at the same time
was aware that the protectionist arsenal remains limited as long as one is not
willing to suffer all the painful consequences.

As an example, to establish a cash depository, a frequent practice of many
countries, France would have to explain its balance of payments crisis as Great
Britain and Italy did previously. The consequence would be that one might have
to bend to the harsh economic and political conditions of the Community.

This also applies in the case of the Common Market granting other protective
measures to France,
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Aiming in the Wrong Direction

A reduction of economic and political sovereignty scarcely comes into question,
particularly for Paris. Not the least for that reason, President Mitterand
has so far continuously tried to distance himself from the protectionists in
his own ranks.

Even in the targeting of her threats, M dame Cresson stated only half the
case. It is true that the Federal Republic is by far the largest French
trading partner and thus the deficits in this area are in absolute terms the
highest. 1In trade with other important industrial nations, however, the de-
ficits are proportionally hardly lower. With respect to the U.S. last year,
they still stood at Fr 25 (1981:22) billion, and with Japan, at Fr 12 (9)
billion.

Above all, trade with the high income and strong market countries of the OECD
has worsened steadily over the last few years. It is only in trade with the
low-income developing countries that French business still produces a balance
of trade surplus worth mentioning.

Further, many firms exhibit no inclination to export, a fact well documented
by the circumstance that the 20 largest French firms compete for approximately
half of all exports. In numerous product areas, a search of foreign markets
for French offerings would be in vain.

In addition to the unfavorable foreign trade structure, there are still other
important reasons for the dark red numbers in the balance of trade. Especially
inviting of risk is the fact that French companies have never been classified
even by their own government, an essential ingredient for successful operations
inforeign markets. Particlarly detrimental must also be the fact that markets
once won are often enough not sufficiently supported in the follow-up period.
How could it then be otherwise that, as the French bureau of statistics recently
reported, despite the many devaluations of the franc over the last few years

no new market shares could be won abroad?

""We are not on the ball,” complained Michel Jobert previously. His successor,
Edith Cresson, has apparantly overheard him.

12330
CSO: 3620/357
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ECONOMIC EUROPEAN AFFAIRS

EEC'S DAVIGNON ON PROSPECTS FOR EUROPEAN SOLIDARITY
Paris LES ECHOS in French 20 May 83 p 4

/Interv1ew with Etienne Davignon, vice-president of the EEC, by Tristan Doelnitz:
"The Threat of Its Decline Will Lead Europe Sooner or Later to Decide to Strengthen
its Union'"; date and place not specified]

ifex£7 How can Europe hope to be taken seriously and to play the
role it might hope to play on the international stage, if it con-
tinues to display disunity? In his interview with LES ECHOS,

M Etienne Davignon, vice president, European Commission, emphasizes
this question, adding that the Europeans share with the Americans
something like an obsession for the short term, and that this weak-
ness is all too often multiplied by a factor of 10.

Will awareness of the relative decline of Europe's economic im-
portance by comparison with its principal partners, the United
States and Japan, lead some day to that burst of energy passionate-
ly desired by those who would wish to record the achievements of
Europe and refuse to stop at its faults, handicaps and failings?

The few high marks registered with respect to Japan from the moment
the EEC showed itself united at the time of negotiations, prove

that we should not despair of European unity. Still, we have a long
way to go yet.

The existing gap between the statements favorable to the greater
monetary integration in the EEC and the differences that are all too
real, albeit reduced, between the economies of the Ten painfully re-
minds us of this fact,

Will Williamsburg mean another chance for the Stuttgart summit by
confirming that a partial representation of EEC member countries
limits the scope of action? A certain weariness may be observed on
the old continent that could possibly be dissipated by the hope of
some revival provided it were the Ten's genuine polltlcal will to
escape from the present impasse.
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Doelnitz: What is it that holds back European progress with respect to the guide-
lines defined by the Commission? May we hope that this blockage or political ob-
stacle will one day be surmounted?

Davignon: In the present European situation we have three types of theoretical
situations. The first concerns matters that are handled with some difficulty, such
as farming and the iron and steel industry. These are sensitive issues, and the
differences are sometimes enormously acute, but in the end we manage to cope with
them all the same.

The second category concerns those issues on which the governments themselves have
| not yet arrived at a definite attitude. This is where we find concrete realities

| in the course of profound transformation, so that governments which already have the
- greatest difficulty in defining a national policy, are bound to ask themselves
whether they should tackle the definition of a more universal policy.

\

To cite some examples: Telecommunications in complete upheaval and biocengineering.
At the national level no definite response has yet been established, and in any
case national responses would not be adequate, because the dimension of the chal-
lenges far exceeds the capacities of any one country.

The third type of problem requires the political acknowledgment of the need for it
to be handled at the European level, Here there is an enormous difficulty in
passing from the theoretical acknowledgment to the definition of the precise and
concrete means to achieve the end.

Doelnitz: What is the nature of this difficulty?

Davignon: It is due first of all to a general feature. With regard to all these
questions, the prospects considered are never more than short~term prospects. In
our system of society political power--and not it alone--has trouble in considering
anything beyond the short term. That, evidently, is the European weak spot.

It is weak at the level of political institutions because, at a time of crisis, the
pressure is for immediate results. Our entire democratic structure is so consti-
tuted. As far as I am concerned this is a reality of the decisionmaking process.
Nobody has time enough to look beyond the short term with regard to various object-
ives. That is the European impasse.

The Japanese, by contrast, pursue anoether policy: The short term is influenced by
a medium and long-term strategy.

The United States, again, is also basically obsessed by short term considerations.
Just like Europe. However, it has a capacity, not enjoyed by Europe, for making
abrupt adjustments, whether by way of the banking system or the market or on the
level of politics, It does not do that which we manage wonderfully well: It does
not publish hundreds of reports--not to correct mistakes but to identify them the
moment they are committed! That is the real difference,

"Common Needs but Fragmented Action"

Doelnitz: How can we escape these deadlocks?
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Davignon: The real question for Europe is that of finding out whether it will be
taken seriously enough for the European Community, in other words not subject to
short-term considerations in favor of long-term strategies.

Let us take the example of the SME Zﬁﬁropean Currency Systeﬁ7. The British attitude
consists in considering it to be very interesting. The English will join it...but
"when the moment is right." Now, the SME does create certain constraints to which
economic developments need to adjust. That is enough to avoid disasters. It is not
enough to represent a dynamic element. '

Another example in the field of energy or industry: How to agree on common measures
regarding some actions that everybody considers necessary in principle? Common
needs are easy to define, but action often remains fragmented.

At the European level, 10 ministers of agriculture will discuss the price of milk,
ten ministers of industry the distribution of the steel market.

However, once returned to their capitals, whom do they confront as political inter-
locutors? Officials who do not have the time to adjust the European dimension of
a problem to their political strategy.

Doelnitz: From what moment on would national officials feel concern?

Davignon: The question remains the same, Basically it is a matter of politics.
Which of the two pressures will prevail? ‘At issue this year, for example, is the
question whether we will recognize that certain elements are required so as to
create additional security with regard to existing development needs.

Once this is done, will we be able to express it in a manner enabling us to adopt
some decisions that are now quite feasible from the technical aspect?

There is a paradox in European affairs-—once a conjunction of good will exists, re-
sponses to very difficult questions are always found. We go to the very brink of
the precipice but then recoil and do not jump. We did, for example, begin a debate
precisely on the attitude toward certain partners.

Doelnitz: What are the points on which agreement might be reached to let matters
advance? -

Davignon: To begin with we have a first and fundamental issue of identity: Do we
or do we not wish to adopt a position vis—-a-vis the United States and Japan?

As regards Japan, the European attitude in 1983 has absolutely nothing in common
with that of 1980,

At that time Japan was bilaterally courted by each CEE member country, In the ab-
sence of a united European response, the Japanese were enabled to retain their
strategy. '




"Williamsburg Is not the Best Method"

By the end of 1982 the governments had discovered that their earlier approach had
done nothing for them. The wish for a common strategy arose as the result.

The Japanese did not believe it, When, in early January 1983, M Abe arrived in
Europe, he was all surprised to be told in London and Paris that nothing could be
done there: The documents were in Brussels, he was informed. The FRG did the same
and also told him to 'go to Brussels." Regardless of what we might think deep down.

Moreover, we assumed the presidency of the Council of Ministers. 'We will not go
back on our word." The Japanese then negotiated hard in February and, within
36 hours, had changed their attitude, and we arrived at an agreement.

This agreement on moderation by the Japanese supplied a whiff of oxygen to our in-
dustry. It will now have to adjust-so as to conquer the technological heights.

The second aspect--relations with the United States. The Soviet pipeline affair—-
just another incident--crystallized a great deal. We discovered that the problem
was much more basic and generally touched upon international exchanges of technolo-
gy. As regards the exchange rates, we have lost the entire economic advantage of
drop in oil prices. ‘ '

Taking all this into account, is it likely that we will in future have a better de-
fined attitude to the United States? I believe so. The difficulty lies in the fact
that a conference like that at Williamsburg is by no means the best method.

While this kind of summit is not bad, it is not favorable to a distinctly European
profile. When several Europeans sit around a table and represent their countries
asosuch, they are less European:than when-they have a single spokesman.

It is better to have consultations of the Williamsburg kind than not to have any.
But, for the one as well as the other side, they tend more to indicate what the
participants would like to see happen than involve resolute negotiations. It would
be in the interest of the Europeans to have a more defined structure.

Thereafter, and that is the second issue, comes the great economic debate. Every-
body knows by now that, unless there is a certain revival of growth, we Europeans
will suffer all the accumulated disadvantages, because in terms of technology we
are not up to standard, because investments here need to be greater than there, and
because social and political restraints will become more and more pressing.

Recovery: Blocked Outlook

The figures are daunting. When the crisis began, Europeans, Japanese and Americans
were generally on the same level. Ten years later we are third, and the outlook
appears blocked. To what extent will we appreciate that this element is so import-
ant as to call on us to set aside many of our disputes on economic policy, on the
extent of cooperation or noncooperation?
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Lastly it is perfectly obvious that, if we wish to keep our technological capacities,
we must have a proper competitive system at the European level (if we do not, we
would simply harbor illusions about the reality of the stake) and also a certain
element of cooperation to enable us to tackle this competition. That is the problem
of high technology, of research relations, the wastage caused by duplication, the
mentality of our industrials that needs to be changed.

As to the last points, we need to reflect and ask ourselves: Can we help identify
the strategic points important for us; define some definite objectives? That can
be done much more easily within a common framework such as Europe.

Doelnitz: What, according to you, could make for a federative element?

Davignon: What leads to decisionmaking? The need to do so. The great concept of
Europe was born at a time of great danger. Also, necessity pushes people beyond
their bondage to the short term.

Is this necessity sufficiently felt now? Europe has gone beyond the stage of dis-
cussion for discussion's sake, The absence of a decision in Europe mow involves
definite consequences, Two years ago it could still appear as if there were none.

Unless certain decisions are taken in Europe in the months to come, I am sure that
we will realize later that a certain decay of our structures was due to this fail-
ure to take these decisions. Two years ago I would not have said that. The
pressures and necessities to which we are all subject mean that there is no alterna-
tive to what appears as the move toward decline; matters simply cannot remain as
they are.

However, and that is the interesting point, we are bound to note that France now
tends to be disappointed with Europe. In other words, it expected something. And
precisely because there is now the fear that the decline might achieve a certain
dimension, we may hope for new decisions.
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FOREIGN TRADE WITH CEMA, PRC, ALBANTIA DETAILED
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[Text] According to preliminary data (projections of monthly statistics), the
export growth rate dropped considerably in 1982 and in nominal terms came to

6 percent (1981, up 11.3 percent) while imports declined by 0.6 percent (1981,
up 5.9 percent). As a result, the balance of trade deficit decreased from 83.7
billion OeS [Austrian Schillings] in 1981 to 65.7 billion OeS in 1982.

The GDR in 1982 likewise was by far the biggest trade partner with a share of
almost 30 percent in Austrian exports and more than 42 percent in Austrian
imports. Compared to other capitalist industrial countries—-with the exception
of Finland--an above-average share of Austria's foreign trade continues to be
transacted with socialist countries, especially the Soviet Union. In 1982,

for example, the share of the socialist countries (without the SFR [Socialist
Federated Republic] of Yugoslavia) in Europe came to more than 11 percent both
for Austrian exports and for Austrian imports.

Soviet Union--One of Austria's Most Important Economic Partners

The Soviet Union has for many years been one of Austria's most important eco-
nomic and trade partners. In 1982, for example, it held third place, after
the GDR and Italy, with a share of 5.0 percent out of Austria's import volume.
At the same time, 3.6 percent of Austria's exports went to the Soviet Union;
this implied a sixth-place ranking.

The basis of bilateral trade consists of the long-term agreement on commodity
and payment transactions between the Republic of Austria and the USSR which
took effect on 1 January 1976 and which runs until 31 December 1985. In addi-
tion to this long-term trade agreement, the agreement on the development of
economic, scientific-technodlogical, and industrial cooperation of 1973 also
serves to promote economic relations between both countries.

Moreover——-continuing the agreement on cultural and scientific cooperation
between the USSR and Austria of 1968--an agreement was signed in Vienna on 11
February 1982 which deals with the expansion and promotion of bilateral co-
operation in the fields of science, college and adult education, art and litera-
ture, as well as sports.
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The prospects of Soviet-Austrian economic relations were one of the main points
taken up at the 13th conference of the Mixed Commission. The emphasis was here
on the long-term program for the development and in-depth expansion of economic,
scientific~technological, and industrial cooperation for the years 1981-1990.

The Soviet Union to a considerable extent covers Austria's import requirements
for various raw materials and fuels. Shipments of machinery and equipment, for
example, include metal-cutting machines, electric motors, and electric fork-
lifts. Soviet passenger cars are also well received in Austria. Coal from the
Donets Basin and iron ore from Krivoi Rog are being shipped on the basis of long-
term contracts to VOEST-Alpine [United Austrian Iron and Steel Works, Inc.]

and Soviet petroleum goes to the Schwechat Refinery.

The long-term contracts signed in recent years concerning the delivery of Soviet
natural gas to Austria are also very important.

The fourth natural gas contract was signed in 1982 between OeMV (Austrian
Mineral 0il Administration] and Soviet Soyuz-Gazeksport which, starting in 1984,
calls for an additional annual shipment of 1.5 billion cubic meters of Soviet
natural gas during the 25 years of contract duration. Since the first natural
gas contract, the OeMN has been getting 2.5 billion cubic meters of natural gas
annually on the basis of long-term delivery contracts.

Besides, Austria and the USSR are participating in the multilateral agreement
on the transit shipment of Iranian natural gas to the countries of Western
Europe and Czechoslovakia.

Austria in turn among other things exports to the USSR special metal-cutting
machines, foundry equipment, chemical plants, equipment for paper, cellulose,
and wood processing, industrial controls, as well as computers. In addition
to VOEST~Alpine and other big enterprises, there are many medium-sized and
smaller enterprises that export miscellaneous finished products, semifinished
products, and consumer goods to the USSR.

For more than 25 years, the Austrian shipyards at Korneuburg and Linz have
been building tugboats and motor vessels for passenger transportation for the
Soviet Union. Overall, the shipyards in 1981 received orders from the USSR
amounting to 1.9 billion OeS. Another three passenger vessels are to be built
in 1983-1984.

At this time, important long-term projects are being carried out on a compen-
sation basis.

For example, the USSR and Austria in 1982 signed a contract on the construc-
tion of a smelter plant in the Belorussian SSR [Soviet Socialist Republic] not
far from Minsk which will have an annual output capacity of 750,000 tons of
crude steel. Including the ancillary plants, the total value of this order,
for which VOEST-Alpine is the general contractor, comes to about 9 billion
OeS.
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In 1982, a declaration of intention was also signed according to which Austrian
firms--for example, the Heid JInec.] machine plant-—-are to deliver machinery for
the processing of pipe joints and pipe worth several billion Austrian schillings.

Shares of CEMA Countries out of Austria's Total Exports for Selected Commodity
Categories (1981)

Export Export Anteilam
1 gesamt 2 InRGW- Gesamt-
: Linder export

4, inMil 0S8 in¥,
5 Gesamt 251 768 28733 11,4
6  Nahrungsmittel $ 420 1428 151
7 Getrinke
8 und Tabak 11387 53 3,8
Rohstoffe 19 391 1002 5,1
9 Holz 11 304 168 15
10 Spinnstofte 3031 435 14,4
11 mineralische
Rohstofle 1048 173 7 16,8
12  Brennstoffe und
Energletrliger 4 438 C 4N 11,0
13  chemische ’
Erzeugnissc 23 265 3967 17,0
14 Grundstofte ¢ 276 1228 18,6
15 Plaststofte M 1061 13,6
16 Halbfertig- ’
erzeugnisse 80 958 12 918 14,2
17 Papler 13 098 1283 ’,8
18 Textillen 17 223 1387 80
19 mineralische
i Erzeugnisse 8812 1372 15,6
20. Elsen
21 ;nxti:;t:t::’ 24 037 5983 24,9
] § 415 639 11,8
22 Metallwaren 13 039 1597 12,2
2 3 Maschinen und
Transporimittel 69 034 6953 10,0
24  Maschinen 35125 5 0d4 14,4
25 elektrische
Maschinen 22 410 134% 6,0
26 Transportmittel 11 454 562 4,9
27 sonstige ' ’
28 Fertigwaren 33 413 1888 5,6
29 Schuhe 1761 1 2,9
30 - Bekleldung 8 488 232 T2
3 1 Erzeugnisse
der Fein-
mechanik/
Optik 4970 382 1,8

Key: 1--Total exports; 2--Exports to CEMA countries; 3--Share out of total
exports; 4—-Millions of Austrian Schillings; 5--Total; 6--Foodstuffs; 7--Bever-
ages and tobacco; 8--Raw materials; 9~-~Lumber; 10--Spinning materials; 11--
Mineral raw materials; 12--Fuels and energy sources; 13--Chemical products;
14--Raw materials; 15--Plastics; 16--Semifinished products; 17-~Paper; 18--
Textiles; 19--Mineral products; 20--Iron and steel; 21--Nonferrous metals;
22--Hardware; 23--Machinery and transportation equipment; 24--Machinery;
25--Electric machines; 26—-Transportation equipment; 27--Miscellaneous; 28--
Finished goods; 29--Shoes; 30--Clothing; 31--Precision mechanics and optics

products.
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Development of Austria's Foreign Trade

Export Import . Handels- Deckungs- Terms of
) ' bilanz 3 Koeffizient Trade
1 Verlinde- ] Verinde-" defizit der Im-
rung rung porte
gegeniiber gegeniiber durch
in Verjahr in Vorjahr in Exporte (1971 =
4w vs In% 4w, vs tn % 4vmos  in% 4 100
1970 Hn + 18,4 92 266 + 25,6 v 17994 80,5 101,0
1878 130 884 - 1,9 163 376 — 29 32 492 80,1 100,9
1976 152 114 + 15,2 206 081 -} 26,1 53 967 73,8 98,7
193717 161 781 + 6,4 234 841 . + 14,0 73 060 68,9 T 98,0
1878 176 112 + 89 231 888 — 1,3 55776 76,0 98,2
1979 206 253 + 13,1 269 862 + 15,4 63 609 16,4 96,9
1980 226 169 * 4+ 7 315 846 4 17,0 38§77 1,6 94,9
1981 251 769 + 11,3 334 510 + 59 82741 75,3 91,2
1982 266 860 + s,0 332 551 — 0,6 65 691 80,2 .

Key: 1--Change compared to prior year; 2--Balance of trade deficit; 3--Coverage
coefficient of imports through exports; 4--In millions of Austrian Schillings.

Austria's Most Important Trade Partners

1981 19822 Verfinde-
4 rung 1982 )
gegen-

in Antell!  in Antell! {iber 1981
5 MILOS3 In% 5 MNL.US 3in %’ in %,
Export . 251769 | 100,0 266 360 . 100,0 + 60
BRD 73315 ¢ 29,1 78 2711 29,3 + 68
9 Itallen 25 325 10,1 24214 s,1 — 44
8 Schwelz - 18 556 7,4 17 217 6,5 - 1,2
9 Grofibritannien 10 529 4,2 11534 4,3 + 98
10 Frankreich 8976 | 3,6 11 468 4,3 + 21,8
11 UdSSR 7718 | 3,1 9417 3,5 + 22,0
uUsa . es10! 2,6 7854 2,9 + 20,6
12 SFRJ 7 585 3,0 7781 2,9 + 2,6
}2 Niederlande 5933 ; 2,4 6 480 2,4 + 9,2
Ungarische VR 6 688 ' 2,7 6428 2,4 — 39

Key: 1--Out of total exports or imports; 2--Preliminary data for 1982 (deter-
mined by means of projects of monthly statistics); Source:"Handbuch des
desterreichischen Osthandels" [Handbook of Austrian Trade with the East],
Statistics .of the Austrian Institute of Economic Research, No 2, 1983; 3--Share
(1) in %; 4~-Change in 1982 as compared to 1981, in %; 5--Millions of Austrian
Schillings; 6-—-West Germany; 7--Italy; 8--Switzerland; 9--Great Britain; 10--
France; 11--USSR; 12--Socialist Federated Republic of Yugoslavia; 13--The
Netherlands; 1l4--Hungarian People's Republic.
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1981 19822 Verinde-
rung 1982
, gegen-
in Antell! in Antell* iiber 1981
Min, s in 9% Mil. US in %, in %
Import 334 510 100,0 332 551 100,0 — 0,6
BRD 129 996 38,9 140 901 42,4 4 8,4
Itallen 27 860 3,3 28 773 3,6 + 3,2
UdSSR 20 854 6,2 16 663 \ 5,0 - 20,1
Schwelz 15 952 4,8 18 935 4,8 — 0,1
Frankreich 12 521 3,7 12 843 3,9 + 28
Saudi-Arablen 12 622 3,3 . . .
USA 13 662 4,1 12 495 3,8 — 8,5
Japan 9 160 2,7 9 367 2,8 —_ 2,2
Niederlande 8 355 2,5 9183 2,8 + 9,9
GroBbritannien 7837 2,3 7254 2,2 — 6,9

Key: [For footnote 1, please see above table]; 2--Millions of Austrian schil-
lings; 3--Share (1) in %; 4--Change in 1982 as compared to 1981, in %;
5--West Germany; 6--Italy; 7--USSR; 8--Switzerland; 9—-France; 10--Saudi

~ Arabia; 11--The Netherlands; 12--Great Britain.

Share of CEMA Countries out of Austria's Total Imports for Selected Commodity
Categories, 1981

23

24

25
26
27
28

Fertigwaren

44 416

765

Import Import Anteil am 4
1 gesamt ausden Gesamt-
2 RGW- import
: Lindern
5  inMilL OS in %
Gesamt 334 510 39 153 11,8
Nahrungsmittel 18 892 2 105 11,1
Fleisch 1226 442 36,0
Molkerel- ~
erzeygnisse 1008 233 23,3
Obst und
Gemiise 6313 28 11,5
Getriinke
und Tabak 1490 9 5,3
Rohstoffe 22 152 5472 24,7
Holz 4358 2332 53,8
mineralische
Rohstoffe 2748 350 12,6
Erze und Schrott € 480 1552 23,9
Energietriger 62 404 25 148 40,3
Kohle, Koks ]7 €603 3051 16,2
" Erd8l :
und -produkte 43 893 10 788 24,5
Erdgas 11 326 11 034 97,4
Elektroenergie 580 284 48,9
tierische und
pfianzliche Ule 1502 568 31,8
Erzeugnisse
der chemischen
Industrie 30 705 2 426 71,0
' chemische
Grundstoffe 8 290 1075 12,9
Halbfertig-
erzeugnisse 60 644 2 426 4,0
Eisen und Stahl 9 005 1018 11,3
Maschinen
und Ausriistungen 63 825 708 1,1
Verkehrsmittel 27 695 324 1,2
sonstige

1,7

Key: 1~-Total imports; 2--Imports from
CEMA countries; 4--Share out of total
imports; 5-~Millions of Austrian Schil-
lingsy 6--Total; 7--Foodstuffs; 8--Meat;
9~-~Dairy products; 10--Fruit and vege-
tables; 1ll~-Beverages and tobacco;
12--Raw materials; 13--Lumber; 1l4--Min-
eral raw materials; 15--Ores and scrap;
16-~Energy sources; 17--Coal, coke;
18-~Petroleum and Petroleum products;
19~-Natural gas; 20--Electric energy;
21--Animal and vegetable oils; 22-—
Chemical industry products; 23--Chemical
raw materials; 24--Semifinished products;
25--Iron and steel; 26~-Machinery and
equipment; 27-~Transportation. _equipment;
28--Miscellaneous finished goods.
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Austria's Foreign Trade with the European CEMA Countries

1970 1980 1981  1982'
) in MilL US
i
2 Export in europ#ische
RGW-L&nder 9579 27260 28 Y33 29641
3 UdSSR 2134 6177 TN 417
4 Ungarische VR 2089 4530 6689 6428
5 CSSR 1606 3061 3273 4190
6 Import aus euro-
piiischen RGW-Liindern 8 633 30 670 39733 36719
3 UdSSR 2068 13262 20855 16663
5 CSSR 1753 5846 6293 7282
Ungarische VR 1549 4357 503 4755
% VR Polen 1506 3105 2603 3200

Key: l1--Data based .on projection of monthly statistics of Austrian Economic
Research Institute; Source; "Statistische Debersichten des Wifo" JStatistical
Tables of the Economic Research Institute], No 2, 1983; 2--Exports to European
CEMA éountries; 3—~USSR; 4—-Hungarian People's Republic; 5--Czechoslovakiaj
6--Imports from European CEMA countries; 7--Polish People's Republic

Foreign Trade between Austria and the USSR

Lxporte Importe Saldo
1 in die 2 aus der
s UdSSR Key: l1--Exports to the USSR; 2--Imports
in MiN. 08 . i
from the USSR: 3--Balance; 4—-Millions

1971 4607,8 8 422,2 — 3834 of Austrian Schillings

1978 5375,4 8 870,5 — 3294,7

1979 6 822,4 10 269,3 — 3446,8

1980 6177,3 13 262,4 — 7 085,1

1981 7 718,9 20 854,9 —13 136,0

1982 8 417,0 16 663,2 — 7 246,2
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Austria's Foreign Trade with the USSR by Selected Commodity Categories,

1981
in Mil. 2 Verkinde-

1 Os rung
gegenitber
1980 in %,
Axport ' 7719,0 + 25,0
3 Nahrungsmittel 157,6 — 47,2
A Erzeugnisse der chemi- :
schen Industrie 647,71 -4 10,9
5 Halbfertigerzeugnisse 4 535,4 + 46,3
6 Elsen und Stah), 3 680,3 + 52,8°
7 NE-Metalle 206,6 4+ 6,4
Maschinen und Anlagen 1 306,3 — 6,6
g Arbeitsmaschinen 206,4 — 6,6
10 Metalibearbeitungs-
maschinen 205,5 — 49
l-zl_ sonstige Fertigwaren 833,86 + 20,3
1 Schuhe 55%,5 + 46,
l Importe 20 854,% + 57,2
Rohstoffe 1 330,7 + 18,4
%g Erze 580,8 + 17,8
16 Brennstoffe, Energle 18 661,4 + 63,8
17 ©  Eradl und -erzeugnisse 7 497,0 + 50,3
18 ' Erdgas 10 997,1 + 94,5
4 Erzeugnisse der chemi-
schen Industrie 27,0 + 12,2
5 Halbfertigerzeugnisse ° 3253 + 35,3
6 Eisen und Stahl 150,8 -+ 15,3
Maschinen und Anlagen 155,85 + 15,8
10 Metallbearbeitungs-
maschinen 37,3 + 62,4
19 Strafenfahrzeuge 785 = — 80
11 sonstige Fertigwaren 21,6 — 29

Key: 1--Millions of Austrian Schillings; 2--Change compared to 198Q, %;
3--Foodstuffs; 4--Chemical industry products; 5--Semifinished products;
6--Iron and steel; 7--Nonferrous metals; 8--Machinery and plants; 9--Pro-
cessing machines; 10--Metal-working machines; ll-~Miscellaneous finished
goods; 12--Bhoes; 13-~Imports; l4—-Raw materials; 15--Ores; 16~-Fuels, energy;
17--Petroleum and petroleum products; 18--Natural gas; 19--Road vehicles.

There was also an increase in the transit volume of Austrian and Soviet goods
via rail across the territory of both countries. The freight and loading

volume on the Danube increased, just as did freight transportation on the
continent. The mixed Soviet-Austrian shipping company called Asotra was founded
already in 1976.

A considerable upswing was to observed also recently in cooperation on third
markets.

In 1981-1982, there was an increase in the participation of Austrian firms in
equipment deliveries and services for projects which were-erected in other
countries with technical assistance from the USSR. For example, contracts
were signed on shipments of equipment for the paper and cellulose combines
at Paskoy in Czechoslovakia as well as Silistra and Kostinets in Bulgaria.

Production cooperation is to play an important role in the future. Main points
here will include joint production and sales of rail welding machines, joint
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undertakings and testing dealing with the production of auto tires and shoe
soles made of polyurethane, joint production of conveyor and mine shaft equip-
ment, production and joint sales of machine tool equipment and cooperation in
the