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In the past decade two major oil shocks have convulsed the global economy.
In the United States experts have written extensively on every aspect of thole
shocks as they have affected the United States, but little attention has
focused on the energy security problems facing America's allies. In this
article, Allen D. Jebsen examines the energy security problems and strategies
of France and West Germany. Beginning with the historical context of
the world-wide energy security threat, Jebsen goes on to describe the roles
West Germany and France have played in controlling the domestic oil
industry, redirecting domestic energy consumption, and generally reducing
vulnerability to oil shocks. Among hisfindings is evidence that the political
systems of both Franceand West Germany hinderthe development of efficient
energy security policies. Jebsen then explores the foreign policy remedies taken
by France and West Germany in response to their energy problems. His
conclusions, based on the full spectrum of domestic and internationalconcerns
of each country, indicate that both countries have serious reason to view
their policies to date as inadequate.

The term "energy crisis" became part of our vocabulary during the
1970s. Images of sheiks in luxurious conference rooms, long gas lines,
and marines ready for deployment haunted our minds. The events of 19731974 signaled to Americans that access to energy was a security issue.
In 1979 the Iranian upheaval and the subsequent turmoil in the international oil market confirmed the urgency of the energy security threat.
However, given the importance of this issue to the United States and its
allies, curiously little has been written on the reactions of two of America's
principal allies, France and West Germany, to this problem. National
differences are also reflected in diplomacy. The Gaullist heritage motivates
French foreign policy while West Germany promotes a liberal economic
order that stresses mutual dependence among nations.
Allen Dulles Jebsen is a financial analyst for the Energy Group at Dean Witter Reynolds Inc. in
New York. He received his B.A. in Government from Harvard University inJune 1981. The research
for this paper was partially funded by the Harvard Energy and Security Project.
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Although France and West Germany are both Western democracies,
they differ fundamentally in their political systems. In France, the executive branch wields such power over the political parties and the regional
governments that the French regime has been dubbed the "Republican
Monarchy." In West Germany, the division of the country into eleven
semi-autonomous Lnder (provinces) indicates the more decentralized character of the government. The West German federal government nevertheless provides a strong sense of direction through its ability to organize
a consensus among political parties, trade unions, and industry. Not
surprisingly, the role of the government in the French and West German
economies varies according to these basic structural differences: France
relies on centralized planning and on a strong public sector, while West
Germany is committed to a predominantly free market system.
These distinctive approaches determine which course of action France
and West Germany will choose to counteract the energy security threat.
Among the options available to the French and West German governments
are: regulation of the oil industry in order to gain control over supplies;
reduction of dependence on foreign oil through reorientation of energy
consumption patterns; and stabilization of existing supplies through stockpile programs, international sharing agreements, and bilateral arrangements with energy exporting countries.
Comparing French and West German responses provides an opportunity
to measure the efficacy of these measures. The purpose of this study is
thus two-fold: to compare the political processes of the West German and
French governments and to present a substantive analysis of their strategies.
This study suggests that both French and West German reactions remain
inadequate in the face of an increasingly serious security threat. Their
divergent approaches, products of differing political systems, do not
overcome the objective situation of extreme energy vulnerability.
THE ENERGY SECURITY THREAT IN A HISTORICAL CONTEXT

French and West German dependence upon foreign sources of energy
has risen dramatically in the last twenty years. In France, energy dependence grew from 38 percent in 1960 to 75 percent in 1973. Similarly,
West Germany saw its dependence increase from 15 percent in 1960 to
60 percent in 1979.2 Dependence does not, however, translate directly
into vulnerability. There are numerous actions such as emergency man1. Les Chiffres Clis de L'Energie (Paris, France: Ministere de l'Industrie, 1980), p. 31.
2. Energieversorgung - Daten und Fakien (Frankfurt, West Germany: Hauptberatungsstelle fbr
Elektrizittsanwendung, August 1979), p. 5.
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agement programs, international sharing systems, and bilateral agreements
that a country can pursue to reduce vulnerability.
The relationship between dependency and vulnerability defines the
energy security threat. Energy dependency constitutes "the amount of oil
imported, particularly from unstable areas" 3 while energy vulnerability
encompasses "expected damage from a supply interruption." 4 Three crucial
characteristics of a state's overall energy balance link these two concepts:
the distribution of primary energy resources, the degree of dependence
upon foreign sources of energy, and the final uses of energy. These factors
determine the share of imports in a state's oil consumption and the
corresponding importance of oil to the total energy picture, or the degree
to which a state is vulnerable to disruptions in its energy supply.
The history of French and West German energy dependence can be
divided into two periods. The first period comprises 1950 to 1973 when
France and West Germany increased their oil imports significantly. Their
dependence grew, yet their vulnerability remained constant. During the
second period, from 1973 to 1979, dependence upon foreign imports
leveled off while vulnerability increased.
Since 1950 both French and West German energy markets experienced
dramatic changes. Both countries favored the use of low-cost energy in
order to make their industries internationally competitive. 5 As a consequence, oil began to displace coal at an increasing rate. By 1960 the share
of coal in meeting total energy consumption dropped from 92 to 75
percent in West Germany and from 77 to 55 percent in France. During
the same period, oil's contribution to the primary energy balance rose
from 10 to 20 percent in West Germany and more slowly in France, from
29 to 32 percent. By 1973 oil represented more than half of French and
West German energy consumption (see Table I).
As both French and West German domestic oil production peaked in
the mid-1960s, imported oil increasingly dominated the domestic oil
market. In 1955 the Middle East accounted for nine-tenths of each
country's imports. By 1965 both France and West Germany diversified
their sources, importing more oil from North Africa. France imported
a large share (30 percent) from Algeria, where it benefited from concession
rights. 6 West Germany relied upon Libya for a large portion (40 percent)
3. Petroleum Interruptionsand NationalSecurity (New York: Aspen Institute for Humanistic Studies,
1980), p.2.
4. Ibid., p. 2.
5. Romano Prodi and Alberto Clo, "Europe," in Raymond Vernon, ed., The Oil Crisis (New York:
Norton, 1976), p. 93.
6. Pitrole79: ElbnentsStatistiques,Activitide lIndustriePitroliire(Paris, France: Comit Professionnelle
de Pbtrole, 1980), p. B28.
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Table I
French and West German Energy Consumption by Fuel (%)
1950-1979
West Gertany
1950
Oil
Coal
Gas
Nuclear
Hydro

1960

1965

1973

1979
52
28
16
3
1

58
15
12
5
7

5
92
3

22
75
3

41
54
1.3
3

57
32
10
1
1

20
77
3

31
55
3
i1

45
41
5
9

66
16
8
2
6

France
Oil
Coal
Gas
Nuclear
Hydro

Sources: Adapted from Les Chiffres Cles de l'Energie, Ministre de l'Industrie (Paris: 1980), and Daten
zur Entwickhng der Energiewirtschaft in der Bundesrepublik Deutschland im Jahre 1979. Bundesministerium ffir Wirtschaft (Bonn: 1980).

of its imported oil. 7 Eight years later, however, the situation had evolved
towards a greater reliance on the Middle East.
The Algerian nationalization of French oil companies in 1971 spurred
France to offset its loss by returning to traditional sources. By 1973,
Middle Eastern oil constituted 70 percent of all French imports, marking
a return to the 1960 level. 8 West Germany had also decreased slightly
its imports from the North African region, reduced Libya's share to 20
9
percent, and raised Middle Eastern imports to 50 percent of all oil imports.
It might appear that this lessened French and West German vulnerability
in the event of a Middle East oil supply disruption during the mid- 1960s.
This conclusion, however, is misleading. France and West Germany had
diversified geographically but not politically. The additional sources of
supply - Algeria and Libya - were still Arab (see Table II).
Imported oil also accounted for an ever-increasing amount of both
French and West German energy requirements. Despite a temporary
reduction of the Middle Eastern share in the import structure, these sources
still contributed 20 percent of France's and 15 percent of West Germany's
total energy requirements in 1965. Both countries imported one-third
of their primary energy needs from Organization of Arab Petroleum Exporting Countries (OAPEC) nations. By 1973, the Middle Eastern share
7. Ibid., p. E26.
8. Ibid., p. B28.
9. Ibid., p. E26.

JEBSEN: ENERGY SECURITY STRATEGIES OF FRANCE AND WEST GERMANY

223

Table II
French and West German Oil Import Structure by Region
(%) 1956-1979
West Germany/France

Middle East
North Africa
Black Africa
Western Hemisphere
Soviet Union
North Sea

1956

1966

1979

88/94

-I-

39/51
46/40
5/3
5/5
5/1

-I-

--

40/75
27/8
14/9
2/3/4
14/4

-I--12/6

Source: Adapted from Pitrole 79: Elments Statistiques, Activiti de 1ndustrie Pdrolire, Comit6 Professionnel de P~trole (Paris: 1980), pp. B26, E112.

more than doubled (to 47 percent) for France and almost doubled (to 27
percent) for West Germany. Dependence on Arab oil grew at a startling
rate from 1960 to 1973; it tripled in France and quadrupled in West
Germany. 10 (See Table III)
Although the potential vulnerability of an oil supply disruption in the
Middle East or of an Arab-inspired embargo rose significantly in this
period, the actual vulnerability was offset by the ability of the Western
oil companies - particularly the American ones - to increase production
in other oil-exporting countries and regions. Three major supply interruptions of the 1950s and 1960s illustrate the crucial role of these companies in reducing energy vulnerability for both France and West Germany:
the Iranian Crisis of 1951-1954, the Suez Crisis of 1956 and the ArabIsraeli War of June 1967."
The Iranian Crisis of 1951-1954
In 1950, Iran met 7 percent of the West's oil demand. After the
nationalization of the Anglo-Iranian oil company in 1951 by Mossadegh
and the subsequent British boycott of Iranian oil, production fell by 96
percent. The Western international oil companies raised Middle Eastern
production (excluding Iran) by 43 percent in 1951 and doubled it in
1953. They also increased Caribbean production by 13 percent. 2 This
surge production in primarily Saudi Arabia, Kuwait and Iraq easily covered
both French and West German needs. In fact, France benefited so much
from the new customers brought to French refineries by the increase in
10. Ibid., pp. B28-35, E19.
11. Dieter Schmitt, "Probleme der Wachsenden Importienung der Deutschen Energieversorgung,"
Dissertation Cologne University, West Germany, 1970, pp. 165-190.
12. Ibid., p. 167.
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Table III
Dependence On OAPEC Countries for Meeting Total
Primary Energy Needs
100%_

50%_

France

West Germany

I.
1960

1965

I
1970

i
1973

I
1980

Source: Adapted from Pitrole
79: Elments Statistiques, Actiiti de I'lndustrie Pitrohzre, Comit6 Professionnel de Pbrrole (Paris: 1980), pp. B28, El 13.

Iraqi production that it urged American oil companies not to reduce the
Iraqi surplus once the Iranian Crisis was resolved and production was
resumed under the reinstated Shah. 13
The Suez Crisis of 1956
The combined French and British military attack on Egypt prompted
the closing of the Suez Canal - the supply line of 50 percent of French
oil imports. Although oil was routed through the Mediterranean pipelines,
Syria sabotaged three Iraqi Petroleum Company (IPC) pumping stations,
reducing Iraqi deliveries by two-thirds. In addition, Saudi Arabia prevented the sale of its oil to France, as well as to Great Britain. The closing
of both the Suez Canal and the main pipelines cut French supplies by
two-thirds, a total of 20 percent of its primary energy needs. " The United
States Department of State urged France to withdraw from Egypt and
promised deliveries of emergency supplies in return. The French relented.
13. Eric D. Melby, "Oil and the International System: The Case ofFrance, 1918-1969," unpublished
dissertation, Johns Hopkins School for Advanced International Studies, 1978, p. 238.
14. Ibid., p. 241.
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The US government granted American oil companies permission both to
re-route supplies from the Middle East and to extend part of the production
surplus from the Western Hemisphere to France. West Germany did not
suffer from the cutoff of some of its Middle Eastern oil, as their short-5
lived loss was offset by supplies from the United States and Venezuela.'
The effect of the 1956 Suez Crisis on the French and West German
economies was not serious. Both experienced temporary balance of payments deficits due to higher oil prices and transportation costs. 16 Again,
the American ability to provide surge production prevented more severe
economic damage.
The Arab-Israeli War of 1967
At the height of the 1967 Six Day War, four-fifths of traditional French
oil supplies and two-thirds of West Germany's needs were in jeopardy.
Of all Middle Eastern and North African countries, only Iran maintained
its level of production throughout the crisis. France and West Germany,
as well as the rest of the world, were astonished by the Arab unity at the
outset of their oil boycott.
Despite a cessation of Saudi Arabian, Kuwaiti, Iraqi and Libyan production, the international oil industry offset the shortfall by increasing
oil production outside the Arab countries in Venezuela, Iran, and the
United States. This also permitted some Arab oil that Libya and Algeria
refused to sell to the United States to be re-routed to Europe. ,7The
international oil companies proved efficient and flexible in handling a
supply disruption that could have had a damaging impact upon the
Western European economy.
Three times the United States and its oil companies provided energy
security to France and West Germany by increasing oil production to
offset a supply interruption. The ability to implement adequate surge
production nevertheless declined during each successive crisis. The Arab
countries had not only demonstrated the ability to block oil transportation
through the Suez Canal and the Mediterranean pipelines but had, for the
first time in 1967, shown a willingness to cut oil production. Although
their unity broke down eventually and production resumed at normal
levels, the OAPEC countries realized that oil could be used as an effective
political weapon.
15. Ibid., pp. 169-170.
16. John A. Berry, "The Growing Importance of Oil," Military Review, October 1972, p. 8.
17. Schmitt, pp. 175-177.
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Energy Threat
The 1973 October War dramatically exposed French and West German
energy vulnerability. The Organization for Petroleum Exporting Countries
(OPEC) announced a quadrupling of oil prices as OAPEC reduced production from October 1973 to March 1974. Rising American demand
for imported oil prevented the United States from asserting its role as
supplier of last resort to Western Europe. Despite the Arab-imposed
embargo upon the United States and the Netherlands, the international
oil companies instituted a de facto sharing system that distributed the
short-fall of several million barrels per day to American allies as well as
to the United States. Both France and West Germany experienced a
decrease in their oil imports during the OAPEC production cutback.
The staggering price increases which accompanied the import reduction
had a measurable effect upon French and West German economies. Compared with the preceding thirteen years, France and West Germany suffered
a halving of their GNP growth rates during the 1974-1979 period.
Similarly, the unemployment rate more than doubled in France and quadrupled in West Germany. Inflation increased in both countries.' 8 Although
much controversy reigns over the exact role of the oil price increase in
economic activity,
it is clear it exerted at least a strong influence on the
9
down turn.'
Since 1973, the French and West German performance in reducing
energy dependence has not been particularly impressive. While the share
of oil has dropped by one-tenth in the primary energy balance in both
countries, the dependence upon foreign sources of energy has not decreased.
French dependence remained constant at 75 percent, while West German
dependence grew slightly more, reaching 60 percent. Although a rise in
dependency does not necessarily represent an increase in either state's
vulnerability, the growth of natural gas imports to West Germany from
non-Western sources and the reliance in France on imported oil for electricity generation- puts them both in a somewhat insecure position. The
French reliance on oil for electricity generation, however, is expected to
decrease in the 1980s as the nuclear program is implemented.
18. From tables that the author prepared for David Deese and Linda B. Miller, "Western Europe,"
in Energy andSecurity, eds. David Deese and Joseph S. Nye (Cambridge, Massachusetts: Ballinger
Co., 1980), p. 185.
19. "Oil Greases the Skids," Fortune, August 11, 1980, pp. 134-39.
20. Although oil imports represent a similar share of primary energy consumption for France and
West Germany, oil plays a greater role in meeting French electricity needs. In France, the
electric power plants are crucial to the nation's productive capacity. See Edward N. Krapels, Oil
CrisisManagement: StrategicStockpiling for InternationalSecuri0j (Baltimore, Maryland: Johns Hopkins University Press, 1980), pp. 96-97.
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Diversification of the oil import structure has also not occurred to such
an extent that energy vulnerability could be reduced. Although French
efforts have failed to relocate sources of oil, West Germany has made
progress in this area. France has continued to rely heavily on two sensitive
regions - Persian Gulf states (70 percent) and the Arab countries (80
percent). West Germany has reached out, though, to less risky regions.
The North Sea and Nigeria each contributed 14 percent of West Germany's
oil imports in 1979. Persian Gulf supplies remained significant at 40
percent. A 60 percent reliance on OAPEC nations constituted West Germany's main weakness in its oil import structure.
OPEC's growing control over the international oil market diminished
the effectiveness of diversification as an instrument to offset vulnerability.
The ability of OPEC to coordinate production cutbacks with a 140 percent
price increase in 1979 confirmed that price rises are as damaging to the
economic security of France and West Germany as the supply shortfalls.
The 1979 Iranian oil crisis also hastened a decline in the role of the
international oil companies and signaled a further politicization of the oil
market. The national oil companies of OPEC countries are expanding
their operations downstream into transportation, refining and marketing, 21
reducing their dependence on the international oil companies for these
operations. Furthermore, some OPEC countries have enough leverage to
impose oil destination clauses in their contracts. 22
The increasing political instability of the Middle East has heightened
French and West German energy vulnerability. The 1979 Iranian Revolution demonstrated that relatively major shortfalls could result from
internal upheavals as well as from politically motivated embargoes and
production cutbacks. More importantly, the fall of the Shah made it clear
that the political stability of other oil-exporting countries, such as Saudi
Arabia, can no longer be assumed.
THE ROLE OF GOVERNMENT IN THE OIL INDUSTRY

In the aftermath of the 1973-1974 oil crisis, the French and West
German governments encountered public opposition to the role of the
international oil companies in the domestic markets. They reacted by
reaffirming their traditional relationships with their national oil industries.
The French retained their "delegated monopoly" over the industry but
did not further restrict the activity of the foreign affiliates. The Germans,
in contrast, upheld the free market system.
21. Jiirgen Schuermann, "Die Stellung der internationalen Olindustrie nach der zweiten Olkrise,"
O1-Zeitichriftfiirdie Alineralklwirtschaft, 7-8 July 1980, p. 175.
22. Ibid., p. 178.
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Government-Oil Industry Relations in France
The primary objective in French oil policy has remained constant since
the 1920s: to ensure "the security and stability of supplies." 23 The means
for attaining this objective, though, have changed. Between the two
World Wars, French oil policy focused mainly on regulating the private
oil companies. Since World War II, the government has pursued greater
control over access to and production of crude oil through the development
of state-owned companies.24
France first interpreted access to oil as a security issue during World
War I, when private oil companies proved unable to meet the needs of
the army. 25 By the end of the 1920s, the government feared that the
entrenched multinational oil companies would eventually displace the
weaker French oil companies in the "controlled" free market. The government adopted the Poincar6 Law of 1928 which set up a special import
license system. Although this law did not establish a state monopoly, the
system (rigime de l'autorisationspiciale d'importation) gave the government
virtually full control over the oil industry.26
The French government maintained exclusive rights over the quantity
of imported oil but delegated these rights to private and state-owned
companies. Through its "delegated monopoly," the government created
a quota system whereby oil companies had to meet obligations imposed
by the Ministry of Industry. This authorization system allowed the government to organize the structure of the domestic market and to encourage
the growth of national companies at the expense of foreign affiliates of
the major international oil companies.
After World War II the French government actively promoted the
development of the national oil industry by bolstering state-owned companies with massive government financing and numerous subsidies.2" The
bulk of the financial assistance was channelled into exploration efforts in
North and West Africa, with the aim of securing access to crude oil
sources and thus reducing dependence on the "majors" for supplies. As
the French national companies discovered new oil fields in the mid- 1950s,
the government required all French oil companies to buy 80 percent of
their crude oil needs from the franc zone (an association of former French
23. A Study of the Relationship Between the Governmtent and the Petroleum Industry in Selected Foreign
Countries: France, printed for the use of the U.S. Congress Committee on Interior and Insular
Affairs (Washington, D.C.: US Government Printing Office, 1975), p. 2. Hereinafter cited as
CongressionalStudy: France.
24. Ibid., p. 2.
25. Ibid., p. 3.
26. Maurice Nouschi, "Fifty Years of Delegated Monopoly," Petroleum Economist, January 1978, p.
17.
27. Congressional Study: France, p. 5.
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Table IV
Actual Share of Oil Companies in French Market (All Products)
1972
CFP-Total Group
ELF-Group
Antar Group*
French Independents
Total French

24.6
14.5
8.1
3.4
50.7

Shell (UK-Netherlands)
BP (UK)
Esso (US)
Mobil (US)
Fina (Belgium)
Other

17.6
11.5
11.5
5.0
2.8
1.0
88
49.3

Total Non-French

* The principal owners of the Antar Group are ELF, CFP and Caltex.
* Alternative forms of energy such as hydroelectricity and solar power.

Sources: Pitrole 79: Eliments Statistiques, Activiti de l'Industrie Ptrolire, Comit6 Professionel de P&role
(Paris: 1980), pp. A24, A25 and Der Beitrag der Mineralls zur Kilnftigen Energie Versorgung:
Prognosen erfordernheuteschon Entscheidungen, Deutsche Shell Ag. (Hamburg: December 1978).

colonies that link their financial systems to the French central bank) at
prices substantially higher than those in the world oil market. This obligation provided an outlet for Algerian crude produced by French oil
companies. It also offset the advantage of the foreign affiliates which could
purchase their crude from the parent companies at a much lower cost.28
The Algerian nationalization of French oil companies in 1971 put an end
to this practice.
During the mid-1960s, the government also used more direct means
to strengthen its role in the oil industry. In 1965, the government formed
Elf-Aquitaine, a 70 percent state-owned enterprise, as a counterpart to
Compagnie Franqaise de 1&role (CFP), a 35 percent public-owned company. The government also sought to expand the national oil companies'
position in the market. It restricted, for instance, the licensing of sales
outlets for gasoline, the most profitable product, at the expense of the
foreign affiliates. Such regulations were to increase the French stake in
the market to 55 percent by 1985.29 (See Table IV)
By the end of the 1960s, the government had succeeded in establishing
a major petroleum industry through centralized planning and regulation
of all stages of the oil industry's upstream activities. The French subsidiaries of the foreign-based oil companies accepted such regulation, because
they shared about one-half of the inland market and because they were
28. Ibid., p. 10.
29. Ibid., p. 13.
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guaranteed a market share from which they consistently earned profitable
returns. The term "the gilded cage" aptly fit the constraints within which
French oil companies operated. In short, the government's oil policy can
best be described as both interventionist and cooperative.
1973-1979: Involuntary Entente with the Foreign-Owned Oil Affiliates
The French government under Giscard did not alter its policy towards
the oil industry in the aftermath of the 1973-1974 crisis. It resisted
pressure from both the Gaullists and the Left to exert greater control over
- if not to nationalize - the oil industry. The French government's
entente with the subsidiaries of the international oil companies resulted
from a certain, albeit limited, compatibility of the competing interests
of the government and the oil industry.
Although the French government exercised control over the domestic
oil industry, its oil policy maneuverability was limited by the conditions
of the international oil market. French reliance on its national oil companies
for one-half of its supplies did not, for instance, provide adequate insurance
against the 1973-1974 oil embargo. Since France had received a favorable
rating from the OPEC countries, the government directed all the oil
companies to supply fully the domestic market. The national oil companies
increased their deliveries to France through the cutback of supplies to
their foreign customers. The foreign affiliates then offset this gain by
decreasing their non-Arab supplies to France, 30 meeting only 90 percent
of their commitments to the French market. France thus experienced a
drop in its net imports from October 1973 to March 1974. 3'
The French government responded angrily to the oil companies' decision
to include France in a de facto Western oil sharing system. France had
received a favorable rating from OAPEC and did not feel it should suffer,
in the event of an embargo, with those who had not. Despite popular
resentment against British Petroleum, Shell, Esso, and Mobil, the French
government refrained from applying sanctions against these companies.
The Poincar6 Law of 1928 provided the government with ample powers
to institute such proceedings, 32 yet the government was constrained by
its need for crude oil supplies which the foreign affiliates provided. As
Aramco partners, the American subsidiaries of Esso and Mobil also produced large amounts of crude oil for the supply lines of the French state30. Horst Menderhausen, Coping with the Oil Crisis (Baltimore, Md.: Johns Hopkins Univ. Press,
1976), p. 84.
31. Edward N. Krapels, Oil Crisis Management:StrategicStockpilingfor lnternationalSecurit (Baltimore,
Maryland: Johns Hopkins University Press, 1980), p. 29.
32. CongressionalStudy: France, p. 10.

JEBSEN: ENERGY SECURITY STRATEGIES OF FRANCE AND WEST GERMANY

231

controlled oil company, Elf-Aquitaine. 33 The relationship between the
government and the French affiliates of foreign oil companies was thus
marked by interdependence.
The government's commitment to a strong foreign presence in the
domestic oil market encountered, nevertheless, opposition in the parliament, which demanded an investigation into the issue. In November
1974, the French National Assembly concluded its investigation into the
"commercial, financial, and fiscal conditions under which oil companies
operating in France supply the French market, ensure the distribution 3of4
petroleum products, and [conduct] their relations with the government."
The report, under the chairmanship of the Gaullist Ddput6 Schvarz,
castigated the government for not exerting greater control over the French
oil market. It concluded that the government tolerated cartel practices
such as market sharing, price-fixing and contract renewal with major
customers. Admitting that the Poincar6 Law of 1928 probably encouraged
such behavior in the industry, the Assembly report nonetheless called for
greater governmental supervision. Overall, the government's ability to
control the oil market was questioned, but because the commission was
sponsored by political parties in both the ruling coalition and in the
opposition, the proposed solutions varied. The Gaullists demanded stricter
controls while the Communists recommended immediate nationalization
of the oil industry.
Government-National Oil Company Relations: Uneasy Partnership
The Schvarz report addressed a crucial problem in the French government's oil policy: the government was unable to exercise total control over
an energy industry - let alone its state oil companies - as long as it
did not own or have direct access to supply sources. Furthermore, in a
market where international factors determined the terms of trade, it was
inevitable that national oil companies would, at times, pursue different
interests than those of the government. Both CFP and Elf-Aquitaine, the
enfants terribles of the French state-run companies, 3 have not only experienced, but exacerbated, this seemingly built-in tension in the relationship between a state and its national oil companies. For example, when
OPEC asserted more control over the market in the aftermath of the
33. Menderhausen, pp. 38-39.
34. Rapport fait au nom de la Commission d'Enqute Parlementairesur les conditions . .. dans lesquelles les
socidt6s opdrantes en France approvisionnent le marchi franfais (Paris, France: AssembC Nationale,
Premiere session ordinaire de 1974-1975, No. 1280, 6 November 1974), p. 22.
35. Jean-Marc Regnier, Directorate of Hydrocarbons, Refining and Utilization Section, French
Ministry of Industry, interview in Paris, France, January 24, 1981. Hereinafter cited as Interview
with Mr. Rignier.
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1973-1974 crisis, Elf-Aquitaine needed to compete with the international oil companies for supplies. As it grew, it began performing less
like a mere instrument of the state and more like a privately owned
company in the manner in which it made profits and sought new markets.
Seeking to subdue this independent spirit, the government in 1979
blocked Elf-Aquitaine's acquisition of Kerr-McGee, an American oil and
gas company and a major coal producer. Although this decision contradicted the government's efforts to promote coal as an alternative to oil,
the government feared losing control over the company 36 and was willing
to undercut both its goal to diversify its oil sources as well as its policy
to promote coal.
Despite such difficulties, the French government has often used the
national oil companies as an instrument of government policy by subordinating the interests of the national oil companies to those of the state.
For example, in 1974 it forced both CFP and Elf-Aquitaine to conclude
large contracts of crude oil shipments with Petromin, the Saudi Arabian
national oil company, at a higher price than market value. 37 More recently,
the government suspended negotiations between Elf-Aquitaine and Libya
in order to protest the Libyan intervention in Chad. 3" Such government
intervention in the normal conduct of oil-industry business affairs did not
represent, though, a new direction in government strategy. It was an
outgrowth of state policies in the 1960s which ranged from requiring
purchases from specified suppliers
to imposing "national interest" contracts
39
on the domestic oil industry.
Limitations of a Controlled Pricing Policy
The turbulent oil market conditions of the last decade challenged the
French government's policy of regulating product prices. The state has
historically applied controls on product pricing but its rationale has
changed. In the 1960s the government wanted to protect the burgeoning
national oil industry by guaranteeing outlets of high cost Algerian crude.
It also instituted price controls in order to avoid the price wars which
characterized the domestic market of the 1920s. After the 1973-1974
crisis, the government's economic austerity program dictated its oil pricing
policy.
Despite efforts to liberalize the economy in 1978, the French government consistently kept product prices at a lower rate than prices for oil
36.
37.
38.
39.

Interiew with Mr. Rignier.
Menderhausen, p. 73.
Interiew with Air. Rignier.
CongressionalStud): France, p. 10.
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products in other European countries. The price level was also lower than
the world rate. 4' Before the outbreak of the Iranian Revolution, the French
government contemplated relaxing the controlled pricing policy. Taking
advantage of the glutted international oil market during 1978, the government lifted price controls on industrial fuels and naphtha as part of
a program to provide outside competitors with greater access to the French
market. Former Economy Minister Ren6 Monory, an outspoken critic of
centralized planning, praised this initiative, optimistically contending
that oil would now be entering a "new era of transparent frontiers and
competition ' 41 that would broaden the market and stir up competition.
The impact of the 1979 Iranian Crisis on oil supplies and prices frustrated
the initiative, however, because it was politically difficult for the government to apply free market forces in a tight market.
Although Prime Minister Barre's anti-inflation program maintained
price controls for oil, such regulation threatened supply shortages during
the 1979 oil crisis. When the posted price for Arabian light crude jumped
25 percent in December 1978, the gap between French and Rotterdam
prices reached as much as $150 a metric ton. 42 The price increase tempted
domestic refiners to increase their exports. German traders rushed into
the domestic market in January in order to buy heating oil at "controlled"
low prices. 43 Since EEC rules prevented France from blocking these sales,
the French government was forced to order domestic price increases on
11 February 1979. The increased price level partially capped the outflow
and encouraged an inflow of imported products. In contrast to the supply
shortfall and the OPEC price jump of 1973-1974, the French government
decided to let the consumer shoulder the effects of the rapid price hike.
It announced domestic price increases that followed the spiraling prices
of the 1979 international oil market.44
The result of the French pricing policy was thus to implement gradually
higher prices without opening the market to the wide fluctuations of the
40. "European Pricing Policies," Petroleum Economist, April 1980, p. 142.
41. Doris Leblond, "Changing the Rules for Oil," Petroleum Economist, October 1978, p. 429.
42. Pitrole 79: E16nentsStatistiques, Activitide l'lndustrie Pitrolire(Paris France: Comit6 Professionnelle
de Ptrole, 1980), p. D8.
43. Paul Kemezis, "'ThePermanent Crisis: Changes in the World Oil System," Orbis, Winter 1980,
p. 772.
44. Pitrole 79: ElimentsStatistiques, Activitide lIndustrie Pitroire,p. D 14. The price increase occurred
in rapid succession during 1979: January 3, February 10, May 5, June 23, August 4, and
December 1. The price mechanism operates in the following manner. First, the oil industry
suggests a price increase to the Directorate of Hydrocarbons in the Ministry of Industry. The
Ministry of Industry then recommends its own alternative to the Comitide Prix(Price Committee)
which is headed by the Economy Minister. Within 45 days of the industry's request, the
Committee determines the price. The price ceiling is calculated to include the average OPEC
price, the exchange rate of the dollar, shipping and storage costs, and the refining fee.
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spot market in Rotterdam. Even such a controlled pricing policy sacrificed
some flexibility in acquiring supplies in volatile oil market conditions.
In all, the French government's goal of maintaining absolute control over
its oil supplies remains elusive in a market which is strongly influenced
by outside forces.
Government-Oil Industry Relations in West Germany
Several years after the first oil shock of 1973-74, various scholars,
45
including Horst Menderhausen, Albert Clo, and Romano Prodi, suggested that West Germany had abandoned its traditional relationship with
the oil industry in order to pursue a French-style oil policy. Their theory
stipulated that the German government had become so disillusioned with
the affiliates of the large international oil companies that it decided to
transform Veba (the partially state-owned company) into an instrument
of national oil policy. In effect, these scholars argued that West Germany
was no longer committed to the free market approach in the oil industry.
A closer investigation of the role of government in the oil industry
reveals otherwise. The government - in particular the Economics Ministry
which handles energy matters - withstood considerable pressure from
both the public and political groups to take on a more active role in the
oil industry. If anything, the government's experience with Veba confirmed its faith in an unregulated market. The government found that
its interests were compatible with those of the multinational oil companies.
In the 195 Os, the West German government maintained a contradictory
policy towards the oil industry. While it favored the introduction of lowcost energy into the economy, it also sought to protect the domestic coal
industry. The German oil market expanded rapidly, anyway, with a general
economic boom. The large international oil companies took advantage of
the free enterprise system, quickly acquiring over one-half of the oil
market.4 6 The federal government eventually took steps to welcome the
infusion of imported oil. It abandoned state subsidies and protective tariffs
for German-produced oil. 47 The government also opened the market to
new entrants in order to ensure competition in the oil industry. A government statement issued in 1965 outlined its policy of providing
45. Menderhausen, p. xi, 86, and Romano Prodi and Alberto Clo, "Europe," in Raymond Vernon,
ed., The Oil Crisis (New York: Norton, 1976).
46. Aktuelle Beittrdge zur Wirtschafts- andFinanzpolitik:Struktur des Minerallrmarktesder Bundesrepublik
Deutschland(Bonn, West Germany: Presse-und Informationsamt der Bundesregierung, Feb. 22,
1980), p. 1.
47. A Study of the Relationship Between the Government and the Petroleum Industr) in Selected Foreign
Countries: West Germany, printed for the use of the U.S. Congress Committee on Interior and
Insular Affairs (Washington, D.C.: U.S. Government Printing Office, 1975), p. 2.
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freedom for companies active in the German market to develop
themselves. This is regarded as the best precondition for a
healthy, structured market and for sufficient supply of oil at
reasonable prices. . . .The government favors a large number
48
of efficient small and medium businesses.
This was part of a larger strategy to place the "haves," the large
international oil companies, against the "have nots," the small independents and the affiliates of the middle-sized European companies, within
the industry. By the 1970s, the government was partially successful in
its efforts to reduce the market share of the large international companies.
49
The industry was divided into the following groups:
1) the large international corporations (Esso, Shell, British
Petroleum, Texaco, Mobil, Chevron, and Gulf) with a market
share of more than 50 percent;
2) the large German corporations (Wintershall, UK Wesseling, Saarbergwerke, and by far the largest, Veba, with a market
share of 20 percent;
3) the so-called middle group of the international oil companies (Elf, Marathon, Agip, Fina, Conoco, and Total) with
a market share of 12 percent;
4) the numerous independent importers with 5 percent of the
market.
At the advent of the 1973-1974 oil shock, the Germans were closely
integrated into the international market. The pricing was not controlled,
largely following OPEC policy. The most distinguishing characteristic
of the German oil industry was its traditional reliance on the Rotterdam
spot market for 40 percent of its heating oil. The German government
encouraged the creation of this market in order to reduce its reliance on
the domestic refiners. Overall, the government promoted a competitive
oil industry in which it relied on the "majors" for more than one-half of
its supplies.
1973-1979: Government Supports the Free Market System
The fourfold price increase and the OAPEC embargo of 1973-1974
challenged German faith in its free market approach. Although the West
German government maintained a neutral stance during the Yom Kippur
War, it found itself included in a sharing scheme instituted by the large
48. Ibid., p. 4.
49. JUrgen Schuermann, "'Plidoyer fir den Schutz marktwirtschaftlicher Elemente," Ol-Zeitschrift
flir die Afineralblwirtschaft, 3, March 1977, p. 70.
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international oil companies. West Germany experienced a relatively minor
decrease in its imports (3 percent) from October 1973 to March 1974,50
but was affected at the same time by a doubling of the oil price. 5'
The price rise provided ammunition for the socialist wing of the governing coalition. While this political group pushed for more government
intervention in pricing, its ultimate goal was to transform Veba into a
national oil company in the style of Italy's ENI or France's CFP. The
Economics Ministry was controlled, however, by the Free Democratic
Party, the junior partner of the government, which advocated economic
liberalism. The Economics Ministry diffused the issue by ordering the
Cartel Office to investigate the companies' pricing behavior.
Nevertheless, the government was forced to take highly visible steps,
such as greater monitoring of the oil industry, in order to placate an angry
public. German prices in December of the crisis were 90 percent higher
than in August, while French prices rose only 24 percent in the same
period. 52 When the German-based oil companies raised prices again in
March 1974 after several months of self-imposed price restraint, the government ordered a partial price rollback. Although the government injunction never took effect, the companies accepted the "jaw-boning"
during the summer of 1974.
The government also created the National Information System (NIS),
an independent association, to check prices and quantities in the domestic
oil market. (At that time the Oil Monitoring System of the International
Energy Agency only examined quantities.) Such reporting systems were
actually unnecessary because the oil industry regularly received accounting
audits. Furthermore, price information was useless without the corresponding inter-company prices of the parent companies. A high level
energy official in the Ministry of Industry conceded that these measures
to increase "transparency" of company behavior were mainly for political
show. 53
Realizing that its free market policy in the oil industry was under
attack, the German government decided to use the credibility of state
institutions such as the Cartel Office and private research institutes to
legitimize its oil policy. In this vein, the Economics Ministry commissioned an extensive investigation in the evolution of the German oil
market. The Energy Economic Institute at Cologne University concluded
its efforts in 1977 with a staunch defense of the free market system:
50.
51.
52.
53.

Krapels, p. 29.
Menderhausen, p. 82.
Ibid., p. 82.
Dr. Brock, Department of General Energy Questions, West German Ministry of Economics,
interview in Bonn, West Germany, January 27, 1981. Hereinafter cited as Intemiew with Dr.
Brock.
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A thorough investigation of the competition situation in
the German petroleum market reveals that in this industry the
conditions allowing fair competition continue to exist and
suggest that, therefore, the economic policy of the government
agencies should
encourage the forces supporting free
54
competition.
The federal government's experience with Veba confirmed this belief
in a liberal oil policy. After initially strengthening Veba's position in the
domestic market, the government stepped away from strategically involving itself in the oil industry. In the 1960s, the state had pursued an
unofficial goal of ensuring West German oil companies a 25 percent share
of the market. In December 1973, the federal government decided to fuse
two German oil companies in order to revitalize the national oil sector.
Veba, which was 42 percent owned by the state, bought out Gelsenberg,
55
a smaller German oil company.
Although Veba never played the role of an extended arm of the government, it did provide the state with an ungeschminkt (inside) view of the
oil industry. Veba was run like any other private company except that
it had government officials on the board. 56 When Veba incurred DM one
billion of losses from 1976 to 1978, the government refrained from offering
subsidies. Veba was consequently forced to divest some of its major holdings to British Petroleum. 57 At the time, Ulrich Steger, the main energy
expert of the Social Democrat Party, lamented that the government failed
to fulfill its "strategic and political responsibility 518 by not supporting
Veba in a financial crisis. He denounced the Economics Ministry for
"playing a waiting game"59 in order to shelve the idea of a state-run
company. His ideas have lost their poignancy since the oil shock of 1973.
The Government and the International Oil Companies: Mutual Interests
The government's strong defense of the international oil companies'
role in the German oil industry resulted from a compatibility of interests.
54. Schuermann, p. 70. (Author's translation.)
55. Gelsenberg was 100% owned by the state. The government subsidized its exploration ventures
in North Africa. Gelsenberg was successful in Libya where it proceeded to import 4 million tons
per year, until 1971, when Libya nationalized the oil companies.
56. Dr. Horst Peter Heldt, Director of Supplies, Veba, Member of EBV Board, Head of NESO
(National Emergency Supply Organization), interview in DUsseldorf, West Germany, 26January
1981. Hereinafter cited as Interview with Dr. Heldt.
57. "Go-Ahead for BP-VEBA Deal," Petroleum Economist, April 1979, pp. 169-170. Besides having
acquired 25 percent of Ruhrgas, the most important German gas distributing concern, BP gained
several refineries that have a combined capacity of 11.5 million tons per year. BP's share of the
local products market rose to 16 from 11.5 percent.
58. "Jahrlich sollen ftinf Milliarden Mark in einem Sicherungsfonds," Die Welt, July 23, 1980, p.
13. (Author's translation.)
59. Ibid., p. 13.
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There were advantages for both sides: the liberal pricing policy ensured
the West German government of adequate and well-diversified supplies
while the companies had access to the largest and least-controlled market
in Western Europe. The attitude of the German-based affiliates toward
public relations in the aftermath of the 1973-1974 crisis indicates the
position these companies held in West Germany vis-a-vis the government
and the public. Although the companies had consulted the government
on a bi-weekly basis about the supply situation during the crisis, 60 the
German public was suspicious of the companies' behavior and could possibly have pressured the federal government to install a price control
system. (The German public has traditionally displayed extreme sensitivity
to the price of gasoline. The price of automobile fuel often concerns the
Germans far more than the price of bread or heating oil.) In an attempt
to allay suspicion of misconduct, the oil industry submitted semi-voluntarily to the reporting and accounting systems the government had
established.61
On occasion, though, these public relations efforts have backfired.
British Petroleum of West Germany, for instance, offered to open its
books during a television talk show. The Hamburg office subsequently
released its figures but critics became even more suspicious when the
central office in London published the inter-company prices without details. A Veba oil executive commented: "Even if the companies had
embarked on a major advertising campaign, the public wouldn't have
believed them. "62
Another example illustrates the oil companies' desire not to alienate
the German public. Although Exxon, Texaco, Mobil, and Shell had inland
sources in West Germany, in 1979 they refrained from raising the price
of domestically produced oil for several months. Their refineries also sold
domestically refined oil at DM 150 per ton below the Rotterdam level. 63
The German reliance on a handful of large multinational companies
as well as on the middle group international companies and independent
importers produced a well-diversified import structure. In contrast to the
heavy French dependence on the Middle East, West Germany imported
significant amounts of crude oil from North Africa, Nigeria, and the
North Sea. West German government officials cited this diversification
as one of the advantages of their domestic oil market.
The German-based companies also participated in many upstream ven60. Mr. Quilter, Financial Executive for Exxon in West Germany, 1976-1978, interview at San
Carlo Hotel, New York City, June 14, 1980.
61. Ibid.
62. Interview with Dr. Heldt.
63. Ibid.
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tures in order to guarantee future access to crude oil. The oil companies
took these high-visibility actions partly in order to reassure the federal
government of their good intentions in enhancing future German energy
security. In addition, the government supported the free market approach
in the oil industry because the price effect stimulated conservation and
contributed to the decline of oil in the primary energy balance.6
Despite a mutually beneficial relationship with the oil companies, the
federal government feared that the multinational oil companies would
betray the German market during supply crises. Its concern was not
confirmed in the past two oil shocks. The temporary shortfall in the winter
of 1973-1974 occurred primarily because Dutch and other European re65
fineries reduced their exports of finished products to West Germany.
The large international oil companies, however, took this factor into
account when they instituted their de facto sharing program. A West
German energy official who was in charge of oil supplies at that time
stated that it went well.66
During the 1979 Iranian crisis, the liberal German pricing policy
ensured that the domestic market received abundant supplies from the
Rotterdam spot market as well as additional imports from other European
refineries. West Germany was so successful in securing sufficient oil that
France filed a complaint in the European Community against speculative
spot market trading. 67 (See Table V)
Such a reliance on the Rotterdam spot market for finished oil products
could prove risky in other market conditions. If the large international
oil companies had not offset the reduction of oil product imports in the
1973-1974 crisis, West Germany would have been in a serious predicament. The traditional power of the multinational oil companies to move
crude oil around the world, however, has been restricted by increased
control of oil-importing governments over purchasing and of oil-exporting
governments over the final destination of their oil.
Both countries maintained confidence in their traditional relationships
with the oil industry, but each system displays a weakness in confronting
supply and price problems. Although French centralization gives the
government extensive but not absolute control over the nation's supply
line, its regulated pricing policy discourages imports during periods of
64. Dieter Schmitt, Assistant Director of the Energy Economics Institute of the University of
Cologne, interview in Cologne, West Germany, 21 January 1981. He cited a 13 percent decrease
in heating oil consumption and a 10 percent overall decrease in oil consumption in 1980.
65. Romano Prodi and Alberto Clo, "Europe," in Raymond Vernon, ed., The Oil Crisis (New York:
Norton, 1976), p. 100.
66. Interview with Dr. Brock.
67. Kemezis, pp. 776-777.
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price increases. The German free market approach ensures adequate supplies in a tight international market, but is vulnerable to supply shortfalls
that close access to the Rotterdam market.
GOVERNMENT ATTEMPTS TO REDIRECT ENERGY CONSUMPTION

Both France and West Germany shifted from using coal as their main
energy source to importing oil in the late 1950s. From 1960 to 1973 the
share of coal in meeting total energy needs dropped from 77 to 31 percent
in West Germany and from 55 to 17 percent in France. Although both
France and West Germany possessed different institutional structures to
deal with the energy situation, both adopted a laissez faire approach in
the 1960s and early 1970s. The French government welcomed the explosion of the international oil market. Despite its control over the entire
energy sector, it refrained from protecting the domestic coal market in
order to make French industry more competitive. West Germany, however, subsidized its coal industry in order to lessen the severe dislocation
effects, relying heavily on the market mechanism to ensure energy supplies.
It thus became dependent upon the international oil companies for refining
and distribution.
In the wake of the oil revolution of 1973-1974, French and West
German efforts to reduce dependence on oil diverged. France implemented
a coherent national energy policy based on its only domestic alternative
to oil: an ambitious nuclear program. Cohesion in its energy policy
stems from its centralized system, which both stifles public opposition
and appeals to nationalist sentiment. West Germany's energy program,
however, is rooted in its decentralized system and in the initial success
of its economy in adjusting to higher oil prices. The absence of a perceived
threat has precluded the formation of a national energy consensus that
would offset the blocking power of special interest groups and has delayed
development of its two most promising alternatives - increased coal
imports and an expanded nuclear energy program.
French Efforts
Although the French government was only partially successful in reorienting the energy pattern away from oil and toward a greater consumption of domestically produced fuels, its medium-term energy policy
was designed to reduce significantly the nation's energy dependence. Its
program is based on its main alternative to continued reliance on energy
imports - nuclear power. Other alternatives, such as conservation and
coal and natural gas imports, play a limited role in reducing French energy
dependence, but facilitate and thus rationalize the nuclear policy. The
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implementation of an ambitious nuclear program reflects the power of the
French executive branch, but stems primarily from the efficacy of a centralized political system which stifles regional dissent.
Conservation
Although French conservation efforts have taken the lead among Western countries, it is doubtful that they can significantly reduce energy
consumption or imports. Conservation measures included public awareness
programs, investment credits for energy-saving equipment, quotas on
both heating oil and electricity use, speed limits and taxes on finished
oil products. The French government estimated that6 such measures reduced
average annual energy consumption by 7 percent. 8
A 1979 government estimate indicated that over one-half of these
savings occurred in the residential and commercial sectors. This is not
surprising because the government has applied strict quotas on heating
oil use since 1976.69 The government's method of measuring conservation
is questionable, since it is difficult to ascertain what was conserved through
specific targets and measures and what occurred naturally through the
price effect. Efficiency did rise, however, by 13 percent from 1973 to
197870 in an already efficient industrial sector. 7 '
Although the government's energy programs in each successive "Plan"
since 1975 have consistently ranked conservation as one of their highest
priorities, energy savings have been sacrificed for other objectives. The
emphasis on the nuclear program, which received more than twenty times
the funds of the Agence pour les iconomies d'inergies (Agency for Energy
Conservation) in 1979, obviously reduced the potential savings of energy
conservation. 72 Also, the government has reduced its tax on finished oil
products, in order to protect the consumer from the oil price increases.
Coal
The French government's energy program in the VIII Plan (1981-1985)
did not envisage any increase in coal's share in meeting energy demand
68. "France: Taking the Lead in Energy Saving," Petroleum Economist, September 1977, p. 364.
69. Ibid., p. 364.
70. Les Bilans de la PolitiqueEnlrgetique de 1973 i 1978 (Paris, France: La Documentation Franqaise,
Commissariat G~n~ral du Plan, 1979), p. 59.
71. Samual A. Van Vactor, "Energy Conservation in the OECD: Progress and Results," in Joy
Dunkerley, ed., InternationalEnergy Consumption (Washington, DC: Resources for the Future,
Inc., 1978), pp. 181, 189.
72. Robert J. Lieber, "Energy Policies of the Fifth Republic: Autonomy Versus Constraint," submitted for panel on International Economic Crisis - The French Response, International Studies
Association, Los Angeles, California, 21 March 1980, p. 18.
73. From March 1973 to April 1980, the tax rate for both premium and regular gasoline fell from
70 to 58 percent. The taxation of diesel decreased similarly. See Petrole 79: Elements Statistiques,
Activiti de l'lndustrie Pitroliere(Paris, France: Comit Professionnelle de P6trole, 1980), p. E94.
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in 1985.74 Coal imports could play a larger role but they would compete
with nuclear energy in producing electricity. Evidently, nuclear power
is viewed as both a less costly and a more secure type of fuel.
The share of coal in the French primary energy balance plummeted
from 55 percent in 1960 to 17.5 percent in 1973. 7 Domestic production
peaked in 1958, but imports did not assume a significant role until 1973.
By 1979 they accounted for 60 percent of coal consumption, making
France the second largest coal importer in the world after Japan.7 6 The
French government recently took notice of coal's resurgence by empowering the state coal company, 7Charbonnages de France (CDF), to compete
in the international market.1
Several factors, however, hinder a further development of coal imports.
First, the import structure has become less secure. While the import share
of stable Western European countries has dropped to half of its 1973
level, the import share of less stable countries such as South Africa and
Poland has increased from 15 to nearly 50 percent. 78 And, even though
world production is well diversified and capable of offsetting supply disruptions, uncertainty still exists over the future availability of supplies
and the possible fluctuations in price. 79 Finally, the infrastructure of a
huge coal market has not yet been created. For example, it is unclear how
much the United States, the future coal swing producer, will export
during the 1980s. Transport systems are already overloaded, and legal
restrictions may hinder or preclude an increase in exports. Despite these
drawbacks, reliance on coal imports is perceived as being preferable to
a dependence on foreign oil.
Natural Gas
Natural gas imports offset a decline in oil imports from 1973 to 1979,
covering both a 4 percent overall increase in French energy consumption °
and 12 percent of French energy requirements. 8 ' While oil imports fell
by 9 million tons oil equivalent (mtoe), natural gas imports rose by 7
mtoe. 2 Although this reduction in oil dependence represents a step forward
74. Ibid., p. A25.
75. Les Bilans de la Politique Enrgetique de 1973 i 1978, p. 93.
76. Energie et Matiires Premiires (Paris, France: La Documentation Franqaise, Commissariat G~nbral
du Plan, July 1980), p. 25.
77. "Internationale Ausdehnung des franztsischen Kohlenbergbaus," Neue Ziircber Zeitung, (Zirich,
Switzerland), 26 July 1980, p. 14.
78. Energie et Matires Premiires, p. 26.
79. "Precedents, Coal's Sudden Importance Suggests Exporters Could Form Cartel," Wall Street
Journal, 2 December 1980, p. 38.
80. StatisticalReview of the World Oil Industry (London, England: British Petroleum, 1979), pp. 20,
28-32.
81. Ibid., p. 28.
82. Energie et Matires Premire, p. 21.
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in France's energy security, the importation of natural gas carries its own
risks.
French domestic production peaked in the 1970s and is expected to
fall from a current 30 percent share of natural gas consumption to less
than 20 percent. Imports doubled during the decade in order to meet
rising demand, and the government estimated in its VIII Plan that France
would again double its imports by 1990.83 Such dependence on foreign
sources clearly heightens the potential vulnerability of a supply disruption.
While the import structure of natural gas marks a growing diversification, the new sources pose problems for the security of supply. In 1973
84
the Netherlands accounted for over 80 percent of all of France's imports.
This created vulnerability despite Holland's traditional ties to France
through the European Community. When the Netherlands was embargoed
because of its friendly relations with Israel during the Yom Kippur War,
it threatened to cut gas supplies to other European countries who did not
support it. Although this never occurred because the international oil
companies were able to distribute the shortfall, the Netherlands openly
declared that it would contemplate such drastic actions in a similar
situation.
By 1979, the share of Dutch supplies declined to 55 percent, while
the Norwegian, Algerian and Soviet shares increased. These three countries
are expected to raise their level of imports in the future. Norway can be
viewed as a dependable source, but Algeria and the Soviet Union could
politicize their exports to France. As a member of OAPEC, Algeria has
not hesitated to impose embargoes on countries whose policies differ from
its own. Many such divergent policies exist between France and Algeria;
the problem of the Algerian migrant workers in France and the French
support for Morocco in the western Sahara conflict are just two prominent
examples. The Soviet Union could link gas supplies to the maintenance
of detente. Furthermore, natural gas imports do not provide any relief
in the energy bill, because gas exporters are willing and able to increase
their prices to a level approaching the OPEC price for crude oil. 85 In all,
imported gas diversifies energy sources but is an inadequate substitute for
oil imports.
Nuclear Energy
National prestige spurred de Gaulle to launch the French nuclear program. After embarking on a costly drive to develop a "national tech83. Petrole 79, p. A25.
84. Les Bilans de la Politique Enrgetique de 1973 a 1978, p. 126.
85. "Mehr ans (1 gekoppelt, Zwei Anpassungen im Jahr," Handeisblatt, July 7, 1980, p. 11.
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nology," the French government abandoned its system based on the natural
uranium-graphite gas cycle in the late 1960s and decided to adopt the
American-designed light water reactor. Through a joint venture, the
United States supplied the enriched uranium while the French built the
reactor under license from Westinghouse. The French government simultaneously committed ample funds to the research and development
of the fast breeder reactor technology. This effort was designed to relieve
the French from dependence on the United States for uranium supplies
and reduce the risk of future shortages and price increases.
The 1973-197.4 oil shock caused France to develop an ambitious program that would dramatically increase the contribution of nuclear power
to future electricity generation. Several factors motivated this decision.
France's heavy dependence on imported oil became a grave security concern
after the OAPEC embargo and the fourfold increase in the price of oil.
Nuclear energy would significantly decrease dependence on foreign oil in
the long run. The export of nuclear reactors to the Third World would
also offset France's balance of payments deficit incurred by the increase
in the energy bill. Finally, a lead in nuclear technology would create "a
key condition for restoring to France her 'rank' among the great world
86
powers."
Since 1974, nuclear energy provided 5 percent of France's total energy
needs, contributed to a 15 percent reduction of oil in electricity generation,
and partially met the growing demand for electric power.8 7 The decision
of 1974 to speed up the nuclear program will not, however, make a
substantial impact on the French primary energy balance until the mid1980s. By 1990, nuclear power will meet 30 percent of France's energy
needs, replacing oil as the main energy source, and decreasing dependence
upon imported energy by 10 percent. (See Table VI). Former French
President Giscard d'Estaing, put it succinctly when he said that the
nuclear program "places us in a position of great security" in energy
supplies. 8
While it is true that the highly centralized nature of the French political
system has been successful in implementing a nuclear program that, if
completed, would diminish the energy security problem, such centralization could undermine the program itself. While it initially stifles op86. Pierre Lellouche, "French Nuclear Policy: National Program, European Dimensions and Nonproliferation," in Erwin Hickel, Karl Kaiser, PierreLelloche, eds., Arbeitspapierezurlnternationalen
Politik 12: "Nuclear Policy in Europe" (Bonn, West Germany: Forschungsinstitut der Deutschen
Gesellschaft ffir Auswartige Politik, 1980), p. 35.
87. Les Bilans de la Politique Enirgetique de 1973 h 1978, p. 33.
88. Jonathan Spivak, "France Pursues Drive to Replace Oil Imports with Nuclear Energy," Wall
Street Journal, 29 February 1980, p. 1.

THE FLETCHER FORUM

SUMMER 1982

Table VI
Projected Energy Consumption Patterns (%)
(French/West German)

Oil
Coal
Natural gas
Nuclear
Other*

1979

1985

1990

56/62
18/16
12/28
4/3
10/1

41/46
16/23
14/18
20/10
9/3

28/42
14/22
17/7
30/16
11/13

* Alternative forms of energy such as hydroelectricity and solar power.
Sources: Pitrole 79: El/ments Statistiques, Activitide l'industriePtroliere, Comir Professionel de Pdtrole
(Paris: 1980), pp. A24, A25 and Der Beitrag-des Mineralls zur Kiinftigen EnergieVersorgung:
Prognosen erfordernheute schon Entsrheidungen, Deutsche Shell Ag. (Hamburg: December 1978).

position, the repressive effect of central control on the populace can provoke
an explosion of opposition that could halt the program's progress.
Decisions on nuclear energy are made in the secrecy of inter-cabinet
meetings among high officials of the Ministries of Industry and Finance,
the appropriate representatives of the Electriciti de France (EDF), which
is fully state-owned, and the directors of the overall program in the
Comnmissariatde l'EnergieAtomique. This system gives a free rein to unelected
officials who can ignore the opposition of local groups. Few legal restraints
exist. The French courts consider the fundamental complaints against
nuclear energy, i.e., safety problems, the domain of the executive branch.
France is the only Western nation without an independent nuclear safety
agency or even a nuclear safety law. Environmental impact statements
have only been instituted since 1977 and carry far less weight than in
other countries.8 9
Traditionally, French dissent has been channeled through the party
system. However, the political parties have shown limited ability to come
to grips with the nuclear issue. They played a marginal role until the fall
of 1977, when a violent demonstration occurred in Creys-Malville and
one protester was killed. The government's decision in 1974 to significantly increase nuclear capacity did not, for instance, provoke a debate
in the National Assembly. In fact, the parliament only touched on the
issue once in the course of a non-binding budget debate in 1975.
The independent daily, Le Monde, has criticized the government for
not conducting a public debate, warning it of a potential catastrophe in
its energy program:
It is time to associate the French with the nuclear choice
through a true decentralization. If not, it will become more
89. Spivak, p. 29.
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and more difficult for the Electricitd de France to locate sites and
the risk is enormous that when the first accident
occurs, the
90
people will completely reject atomic energy.
Recently, though, several French political institutions have expressed their
reservations about the nuclear program. The main liberal union has demanded a three year moratorium on the construction of additional reactors.
The Socialists called for the abandonment of the fast breeder program in
their last congress. Although the other principal parties, which include
two of the governing ones, support the program, the public is divided
over the issue.
The government's miscalculation of the future demand for electricity
indicates another flaw in an extremely centralized system. Failing to
anticipate the oil price increase and reduced energy demand of 1979,
government officials assumed an electricity growth rate of roughly 6
percent for the 1980s, when 2 percent appeared to be a more likely
estimate as of 1981. A high level Ministry of Industry official confirmed
that the government would confront a lack of electricity demand9' and,
consequently, a potential excess capacity by the mid-1980s. 92 For a program that is supposed to be cost-efficient (it currently costs the French
twenty billion francs a year), expensive mistakes are not welcome. In all,
the lack of public participation in the nuclear debate and the possibility
of a costly investment reduce the security which the French nuclear program offers.
West German
Efforts
West Germany's ineffectual energy program stems both from the German success in absorbing the energy bill and from the absence of political
will. The strength of the export economy prevented both conservation
efforts and the development of alternative domestic sources of energy. The
use of nuclear power or coal has not been promoted, because public and
regional interest groups, through manipulation of the decentralized political system, have succeeded in halting nuclear construction projects and
delaying the importation of coal.
Conservation
West Germany's record in oil conservation is reflected inversely by the
performance of the economy. As the strong German economy contributed
90. Bruno Dethomas, "Comment Associer les Frantais au Choix Nucleaire," Le Monde, 26 March
1980, p. 1 (Author's translation).
91. Jean-Michel Chasseriaux, Advisor to the French Minister of Industry, interview in Paris, France,
29 January 1981.
92. Bruno Dethomas and Xavier Weeger, "Trop d'Electricit6 Nucleaire en 1990," Le Monde, 17
January 1981, p. 1.
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to an actual decrease in the real price of oil from 1974 to 1978, oil
consumption climbed 8 percent. Indeed, the International Energy Agency
(IEA) criticized the German's lack of progress in oil conservation, requesting the government to inject more taxation in the pricing policy.
The tax rate, though, on finished products dropped from over 65 to less
than 50 percent for regular and premium gasoline as well as for diesel oil
93
from 1974 to 1980.
The government's conservation philosophy has been based on one principle: the operation of free market forces. Consequently, quotas on energy
use were not envisaged as in France. The free market approach has been
effective. In 1980, after a price increase of over 100 percent in 1979,
heating oil use dropped 13 percent while oil imports decreased 10 percent. 94 West German government officials attributed this reduction to
their liberal pricing policy. A rise in gasoline consumption marred an
otherwise impressive record. This increase in consumption, coupled with
oil industry predictions of an annual increase of 3 percent until 1985, has
spurred the government to introduce a higher gasoline tax.
Natural Gas
Natural gas imports do not provide a long-term substitute for foreign
oil. Although they diversify the energy sources and thus reduce the potential effect of an oil supply disruption, they can increase vulnerability
if proper measures are not taken.
After domestic production peaked in the 1970s, imports met the growing demand for natural gas. Since 1974, imports have increased by 250
percent, covering a 6 percent increase in natural gas's share in the primary
energy balance. 95 By 1979, natural gas imports accounted for three-fifths
of West Germany's gas consumption and one-tenth of the total energy
needs.
The West German gas import structure resembles the French (see Table
VII). The share of Dutch imports has decreased while the proportion of
Norwegian and Soviet imports has increased significantly. Despite a growing diversification of sources, a partial reliance on the Soviet Union does
not necessarily represent a better security risk than a heavy dependence
on the Netherlands. Although supply interruptions can be offset by storage
facilities and allocation measures, the lack of flexibility in the gas trade
93. Pitrole 79, p. E94.
94. Dieter Schmitt, Assistant Director of the Energy Economics Institute at the University of
Cologne, interview in Cologne, West Germany, 21 January 1981.
95. Daten zur Entwicklung der Energiewirtschaft in der Bundesrepublik Deutschland irnJahre 1979 (Bonn,
West Germany: Bundesministerium f'ir Wirtschaft, 1979), p. 47.
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Table VII
French and German Gas Import Structure
1973-1979 (%)
(French/German)

The Netherlands
Soviet Union
Norway
Algeria

1973

1978/1979

82/97
0/3
18/0

55/58
15/25
12/17
18/0

Source: Daten zur Entwicklung der Energiewirtscahft in der Bundesrepuhlik Deutschland im Jahre 1979,
Bundesministerium f'ur Wirtschaft (Bonn: 1980), p. 47; and Les Bilans de la Politique Energetique de 1973 i 1978, La Documentation Francaise, Commissariat G~ndral du Plan (Paris:
1979), p. 125.

does not allow much sharing of supplies at the international level. Also,
the price of natural gas does not reduce the burden of the energy bill.
Coal
The federal government's insistence on protecting the domestic coal
industry does not enhance German energy security in the 1980s. Although
the government policy maintains a certain level of domestic energy production, it sacrifices savings in the energy bill as well as increases dependence on natural gas imports.
Since 1959 the government has pursued a strategy of providing guaranteed markets and subsidies for indigenous coal while it opened the
energy industry to the international oil companies. The government included an import quota of 6 million tons coal equivalent (mtce), which
represented less than 10 percent of total coal consumption. This policy
resulted from the struggle waged by the coal miners union to maintain
their livelihood. Much of their success stems from their close ties to the
regional government controlled by the governing Social Democratic Party.
This protectionism caused coal's share to fall from 32 to 28 percent of
the primary energy balance. Domestic production continued to slide downwards and consumption dropped accordingly. The 1979 oil price increase
caused the government to reevaluate its coal policy. The resurgence of
coal in international trade made it an attractive substitute for oil in
electricity generation and industrial use. 96 Submitting to union pressures,
the government committed itself to an increase in domestic coal production. In a recent law,97 it extended the quota system on domestic
96. Dr. Fritz Lucke, Coal Policy, West German Ministry of Economics, interview in Bonn, West
Germany, 27 January 1981.
97. Gesetz iiber das Zollkontigentfir feste Brennstoffe.
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production and imports for another seven years. This law essentially restricts the inroads that imported coal could make at the expense of domestic
coal in the German market. As quotas on indigenous coal were set at high
levels, it is possible that they might not even be filled by expensive,
domestically produced coal. Consequently, imported coal faces, at best,
an uncertain fate. In the absence of competition from imported coal,
natural gas imports will rise at an even higher rate to meet future demand
in the industrial sector. 98 West Germany will thus forego a less costly
type of energy and will face the security risk of growing natural gas
imports.
Nuclear Energy
The once bright prospects for nuclear power have diminished considerably for West Germany. The nuclear expansion program has been halted
by public demonstrations and court orders. Although the 1974 energy
program called for a 20 percent nuclear contribution to Germany's energy
requirements by 1985, the government has since reduced its estimate to
10 percent (see Table VI).
The government's failure to defend its nuclear program stemmed from
its inability to combat the ecologists' party, the Greens, in regional
elections. As the Greens siphoned votes in crucial electoral contests, the
governing coalition incorporated some of its concerns. The Chancellor,
Helmut Schmidt, announced that the waste disposal program would have
to be first solved before the nuclear program could advance. The Greens
thus managed to gain a far larger political expression than their actual
share of votes warranted. 9
At best, this slowdown in Germany's nuclear development at an early
stage could prove beneficial in the long run. The subsequent strong security
measures might legitimize the program, preparing the way for a national
consensus on nuclear energy. Also, the standstill has coincided with an
unexpectedly low growth rate in electricity consumption. Public participation in the energy debate may constitute a strength in the German
response, but does not hide the fact that the governing coalition has
avoided taking a firm stance in the outcome. In the short run, West
German energy security suffers.
98. Dieter Schmitt, "Energy Prospects for the Federal Republic of Germany," report prepared for
workshops on Energy Supply and Demand, International Energy Agency, Paris, France: Organization for Economic Development and Cooperation, 1979, p. 492.
99. Reinhard Meier, "The Green Front: Germany's Political Environmentalists," NeueZircherZeitung
(Zirich, Switzerland), January 1970, pp. 6-7.
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The ability of France and West Germany to reduce energy dependence
is influenced by the nature of their political systems. The French centrally
directed nuclear program will reduce oil dependence in the short run.
Behind its success, though, lurks the danger that opposition will impede
the nuclear program's progress. The decentralized German system has
enabled special interest groups to delay two promising alternatives to
foreign oil and gas - nuclear power and imported coal.
DOMESTIC EMERGENCY MEASURES TO REDUCE VULNERABILITY

Since both West Germany and France will remain highly dependent
on foreign oil in the near future, stockpile measures play a vital role in
reducing each nation's oil vulnerability. Such measures can blunt political
blackmail, reduce economic damage in the event of supply disruptions,
and allow a successful conduct of war in the case of extreme energy
strangulation. They are also some of the few actions that a government
can undertake in the short term to enhance its energy security.' 00 France
100. Lack ofspace prohibits a detailed examination ofall emergency curtailment measures. However,
one such measure - demand restraint - warrants a brief explanation here. France and West
Germany have devised strategies that guide their responses according to the level of an oil
supply shortfall. West Germany has developed a coherent plan that places the highest priority
on protecting industry at the expense of the non-productive sectors and limits government
action to the seriousness of the disruption. The guiding philosophy behind the German program
is to shield the automobile-related industries from the effects of less-severe oil supply disruptions.
The federal government will intervene according to the 1975 Energy Security Law, which
grants the government unlimited power over production, pricing, distribution, and the transportation of energy products during a supply crisis where free market methods no longer suffice.
(See Bundesgesetzblatt: Energiesicherungsgesetz 1975 (Bonn, West Germany: Presse und Informationsamr der Bundesregrerung, 28 December 1974), p. 3681.
It is difficult to criticize the French emergency program, which is shrouded in secrecy. The
triggering levels are not clear, as their divisions of crises into three levels are purely informal:
a shortage of 1) 15 percent of non-communist world oil production; 2) 30-40 percent or 15
million barrels per day, or 3) anything above 15 million barrels per day. (SeeDeese and Miller,
"Western Europe," in Deese and Nye, eds., Energy and Security, p. 198.) The French maintain
that even a 15 percent disruption would cause such international confusion and panic that
arbitrary response levels would become meaningless. (Jean-Marc R~gnier, Directorate of Hydrocarbons, Refining and Utilization Section, French Ministry of Industry, interview in Paris,
France, 24 January 1981.) General priorities do emerge, though, from informal discussions
with French energy officials. The French contemplate instituting measures that restrict gasoline
use while they allocate heating oil - a marked contrast to the West German strategy. Rationing
would first be modeled after the odd/even gasoline purchase program. In more severe supply
interruptions, the French government would install a coupon rationing program for gasoline.
The allocation of home heating oil would be calculated on the basis of 90 percent of the
preceding year.
Emphasis, though, on product stockpiling could interfere with the French government's plan
to preserve industry, especially the chemical industry, from absorbing some of the shortfall.
Flexibility will be reduced in the initial stage of a supply disruption. Stocks in heating oil and
gasoline would rise as heavy fuel stocks would fall. The strategy of having the residential and
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and West Germany had instituted measures designed to offer protection
during oil supply disruptions and improve their energy security, but their
stockpile behavior turned out to be counterproductive in the 1979 oil
crisis.
Even though the French and West German stockpiling programs provide similar protection during an oil supply disruption, their stockpiling
programs differ in all areas. Their measures vary because they are products
of different domestic conditions. France responded to the 1973-1974 crisis
by strengthening its traditional policy of private stockpiling in its controlled oil industry, while West Germany introduced a novel structure
in its unregulated market which allowed government supervision.
The French Stockpile Program
France's program for maintenance of emergency oil stocks is the oldest
of the industrialized nations. Instituted under the Poincar6 Law of 1928,
which gave the government a delegated monopoly in the oil industry,
France's program has served as a model for the European Economic Community's (EEC) revision of its stockpile regulations. The government first
imposed requirements in 1951 and later updated them in 1958 after the
Suez Crisis, when it established the practice of the private sector holding
emergency reserves. 'o' It stipulates that the oil companies will own and
maintain a 90 day supply of the previous year's consumption of crude oil.
Those 90 days are divided into 25 days of commercial inventories and 65
days of emergency reserves. Product stockpiling is encouraged. There is
no government-held emergency reserve.
Although the stockpiles are completely financed by the oil companies,
the burden is less severe than in other countries. The historically high
requirement levels enabled the oil companies to purchase the crude oil
at pre-1973 price levels. In fact, their investment has appreciated considerably in the last seven years. Furthermore, the regulated market allowed the oil companies to make consistently high profits.
The government has complete authority over the pricing structure and
draw-down mechanism of the stockpiles through the Ministry of Industry.
The Ministry's main form of leverage over the foreign oil affiliates lies in
its right to grant and revoke licenses. It issues directives to the oil companies and sets ceiling prices that take storage costs into account. 102 The
transport sectors bear the burden is not necessarily feasible. Also, French authorities admit that
the rationing system would require at least six months before it could be implemented. (See
Deese and Miller, p. 199.)
101. EdwardN. Krapels, Oil CrisisAfanage'nent:StrategicStockpilingforInternationalSecurity(Baltimore,
Maryland: Johns Hopkins University Press, 1980), pp. 68-70.
102. David A. Deese and Linda M. Biller, "Western Europe," in David Deese and Joseph S. Nye,
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government's specifications encourage a dispersal of stocks. The government's role is large, therefore, both on the provincial and central level,
but the management of the reserves is exclusively handled by the
companies.
The West German Stockpile Program
Although West Germany's stockpile program evolved from entirely
different domestic oil market conditions than France's, the institutional
structure is similar in the government's predominant control over the
nation's oil stockpiles. West Germany's quick response to the 1974 oil
crisis and the creation of a public storage corporation that removed most
major obstacles to a stockpile build-up helped reduce energy vulnerability.
The creation of a public storage corporation, Erdlbevorratungsverein
(EBV), marks a clear departure from the past when the government
regarded the stockpile program as industry's concern. Until 1975, the
government had only set minor stock requirements on the refiners and
dependent importers. 103 Since the independent importers enjoyed a $2.50
to $3.00 (1978 dollars) per metric ton advantage, 10 4 the refiners and
dependent importers, concerned about maintaining their market position,
lobbied the government to distribute the 1975 EEC commitment of 90
days consumption in stockpiles to all participants in the market. After
appealing to the federal courts, both industry groups agreed in 1978 to
the creation of the EBV as a compromise. The EBV law ensured "competitive neutrality" by imposing varying requirement levels in an uneven
market where companies would benefit from widely differing financial
bases. 105
If the increase in requirement levels proposed by the government in
1975 provoked an outcry among the oil companies, it was the financial
burden of building expensive stocks in an already low-profit market that
led the industry to accept the government supervision. The creation of

eds., Energy andSecurity(Cambridge, Massachusetts: Ballinger Publishing Co., 1980), pp. 19799; and Susan Missner, "Private Petroleum Stockpiling Options for the United States," private
paper, May 9, 1980.
103. Krapels, Oil Crisis Management, p. 65. He provides a brief description: "Two types of firms
are commonly described: 'independent importers,' which are not affiliated with domestic or
foreign refineries; 'dependent importers,' which are affiliated with foreign refineries and domestic
refineries."
104. Dr. Horst Peter Heldr, Director of Supplies, Veba, Member of EBV Board, Head of NESO
(National Emergency Supply Organization), interview in Diisseldorf, West Germany, 26January
1981. Hereinafter cited as Interview with Dr. Heldt.
105. The new levels were the following: refiners owned by the oil majors, 90 days; the dependent
importers, 70 days; independent importers, 25 days (increased to 40 days in 1980).
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the EBV removed obligatory stocks from the balance sheets of the oil
companies, insuring that their credit ratings did not suffer. The EBV
benefited both from large loans at two West German banking consortia
and from government guarantees against bankruptcy. The application of
a storage fee on all oil companies and the profits accrued from selling
appreciated crude paid back the debt and storage costs. 106
The public nature of the EBV gave the federal government unprecedented control over a previous oil industry domain. By inviting the
government to play a role in the administrative structure of oil stock
management, the industry was buying political protection in a potentially
sensitive area. With representation of both the executive and legislative
branches on the board of directors and advisory council, the government
monitors the build-up and draw-down of the EBV stockpiles. If the 65
day level is exceeded during a stock draw-down, the government assumes
control over the mechanism from the EBV. If the federal emergency reserve
is added to the oil stockpile program, the federal government administers
direct and indirect control over the entire stockpile program, excluding
the 14 days of consumption of imports held in commercial inventories.
Although the West German stockpile program gives the government
a major role in its management, the offspring of government intervention
(the EBV) in an otherwise unregulated market creates operational problems
in the stockpile draw-down and build-up mechanism. In France, where
the authority over the stockpiles is in the hands of the government,
flexibility of action is guaranteed during a crisis. 107 In West Germany,
however, it is not clear how this mechanism should be structured and
triggered. The EBV does not give the government unconditional control
over the program. Although the EBV law stipulates that the stocks should
be sold at "market price," the concept of a "market price" becomes
controversial during a supply interruption.
The EBV is currently holding an internal discussion on how to determine
the price in such instances. In order to facilitate a pricing mechanism,
the EBV has defined two categories of stocks, EBV-owned and company
delegated, and three types within these two categories: clearly defined
product and tankage, location in West German refineries, and refineries
in other countries.
The government is also likely to confront divergent interests in the oil
companies. The current battle over the minimum operating level between
106. Edward N. Krapels, "A Public Oil Storage Corporation: The German Model and Its Application
in the United States," report prepared for the US Department of Energy, Office of Policy and
Evaluation, 1980, p. 13.
107. Maurice Nouschi, "Fifty Years of Delegated Monopoly," Petroleum Economist, January 1978,
pp. 17-18.
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the federal government and the companies testifies to the permanent
tension between the two groups. Such disagreements are likely to erupt
during minor supply interruptions where the EBV has no clear guide to
pricing. A formal pricing mechanism would, under the EBV charter,
require implementing legislation. But even the value of such a mechanism
is questionable, as crises happen in a manner not conducive to set formulas.
The potential for disagreement over a stock draw-down, which could cause
a delay in its implementation, would reduce the effectiveness of the West
German program (see Table VIII).
Stockpile Behavior: 1973-1974, 1979
The effectiveness of a national stockpile program can only be judged
as one measure among others to offset either a supply interruption or an
upward pressure on prices. As the 1973-1974 and 1979 crises confronted
West Germany and France with different conditions, the criteria for
evaluating their stockpile behavior vary accordingly.
In 1973-1974, France and West Germany were faced with a politically
targeted supply cutback and an announced price increase by OPEC. Both
countries reacted in a relatively positive manner; their actions were limited
to either drawing down stocks or restraining demand. They were successful
in offsetting the supply loss but not the price increase.
In 1979 the reactions of France and West Germany were, however, less
promising, as both stockpile programs were prepared and the shortfall
was only temporary. France and West Germany not only engaged in
counterproductive practices such as concluding additional government-togovernment contracts and increasing spot market purchases, but also built
up their stockpiles during the spiraling price rises.
1973-1974
In the fourth quarter of 1973 and the first quarter of 1974, France and
West Germany faced a production cutback in OAPEC oil aimed primarily
at the United States. The politically targeted interruption of 3-4 million
barrels per day affected, however, the supply lines of all Western European
countries. As the oil majors tried to distribute the overall loss in an
equitable manner, France and West Germany suffered a decrease in net
imports of oil (crude and finished products) of 0.5 percent and 2.8 percent
respectively. 108
Confronted with such a loss, France and West Germany had three
options: institute demand restraint, draw down stocks, or compete with
108. Krapels, Oil Crisis Management, p. 27.

Table VIII
French and West German Stockpile Programs
COUNTRY
F. R.G.

FRANCE

Government role
and objectives

EBV allows government
monitoring of stocks
controlled by largely foreignowned oil industry

Government control over oil
imports since 1928

Evolution of
storage obligations

1965-first requirement
1975-90 days of oil
consumption

195 1-first imposed
requirements
1958-decree established
practice of private sector
holding emergency reserve: 90
days

Private sector's
role

All oil companies must
belong to EBV (public storage
corporation)

Oil companies own and
maintain national stockpile

Financing

Burden in low profit market;
EBV removes obligatory
stocks from balance sheets;
large loans from banking
consortia storage fee imposed
to pay back costs and debt.

Company financed, but
government includes cost in
controlled price; burden less
severe due to historically high
requirement levels and to
higher profits in controlled
market.

Administrative
structure

Three branches:
1) Assembly: all members
guaranteed 1 vote and
additional weighted voting; 2)
Advisory council: 6 refining,
3 government; 3) Directors:
appointed by Advisory
Council

Ministry of Industry has
complete authority through
its "delegated monopoly."

Price structure

Sold at "market" price (not
clearly defined). Profits accrue
to EBV to pay back debt.

Government regulated.

Drawdown
mechanism

EBV controls drawdown to 65
days, then federal government
administers further reductions

Government regulated.

Physical storage

Government owned reserve
and EBV owned (65 days).
Oil industry owned (25 days).

Company owned (90 days).
Includes commercial
inventories (65 emergency; 25
commercial).

Type (crude vs.
product)

Commercial inventories not
included (14 days as buffer).
Oil refiners 25 days of
finished products.

Emphasis on product
stockpiling.

Requirement
structure

V/ioil consumption from prior
year.

V/ oil consumption from prior
year.

Source: Edward N. Krapels, Oil Crisis Management:StrategicStockpilingfor InternationalSecarity, Johns
Hopkins Univ. Press (Baltimore, Md.: 1980), pp. 65-68.
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other countries for extra supplies. Since it was not clear when the OAPEC
countries would resume normal production levels, an atmosphere of uncertainty reigned. The West German oil companies, mostly owned by
foreign multinationals, implemented an effective short-term measure of
raising prices immediately to world level. This action cut back consumption and permitted a minor initial stock draw-down. The decision
not to draw down stocks substantially resulted from the relatively low
level of stocks compared to other Western European countries such as
France. As a consequence of this policy, West Germany reduced consumption by 9.3 percent ,from October 1973 to March 1974 and thus
raised stock levels by 5.3 percent to 52 days. 109
France instituted, in effect, an opposite course of action. The French
government kept the prices fixed from October 1973 until mid-January
1974. It then raised prices to approximately the international level. In
the meantime, domestic consumption increased 10 percent in November
over the preceding month, forcing a substantial draw-down of 240,000
barrels per day in December. 0 This amount surpassed even the US drawdown of that month. The prospect of increasing domestic consumption
coupled with rapidly dwindling stocks spurred the French government
to reconsider their position over prices. Since the higher price effect
occurred only in February and March, the latter stage of the crisis, France's
overall domestic consumption grew 1 percent from October 1973 to March
1974, and its stocks fell 9.9 percent over the same period to 88 days of
oil consumption. "'
In all, France and West Germany survived the 1973-1974 crisis by
increasing prices and drawing down stocks. The nature of the domestic
markets largely determined their responses. In West Germany the federal
government refrained from changing its free market philosophy; it allowed
the price increase to occur at the outset of the crisis in November 1973.
The French government, true to its "dirigiste" approach, maneuvered
wildly. It first refused to increase prices when the crisis began. Finding
that consumption was increasing, it ordered stocks to be drawn down
heavily and belatedly raised prices as a last resort.
1979
The 1979 oil market crisis may have caught France and West Germany
by surprise, but their stockpile programs were prepared. Faced by a 4
percent shortfall in world production, they proceeded to panic, displaying
109. Ibid., p. 28.
110. Ibid., p. 31.
111. Pitrole 79: Elbments Statistiques, Activitl de l'lndustrie Pitrolire (Paris, France: Comit6 Professionnelle de Ptrole, 1980), p. D14.
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a similar pattern in their responses. Both abandoned their normal stock
management of minor winter draw-downs and equivalent build-ups during
the rest of the year for a large increase in stockpiling. This resulted from
both countries trying to secure additional oil through either governmentto-government contracts or spot market trading.
The prospect of both a longterm tight market and subsequent competitive bidding for oil discouraged France and West Germany from
drawing down stocks. The level of preparedness became irrelevant. Instead,
they met the OPEC announced price increase of 14.5 percent for the
following year with a smaller than normal draw-down. They reduced their
stocks by just one-half their usual amount. Similarly, as OPEC announced
two more dramatic price increases during the second half of the year,
France and West Germany were doubling the previous rate of stock buildups. Overall, their stock levels increased by 12-14 percent from December
1978 to December 1979.112 As West Germany's long term strategy of
augmenting its stocks to high levels had been progressing at 6 percent
since 1977,113 this represented a departure from past policy. France's
stockpile program also did not point toward such a build-up. Since 1974
its stockpile levels have fluctuated between 90 and 100 days of the prior
year's consumption, rising only in glutted market conditions as in 19761977. 114
These abnormal stock build-ups were counterproductive because of their
contribution to the spiraling prices. Dr. Ian M. Torres, formerly of the
International Energy Agency, argued that:
A minor supply shortfall put upward pressure on prices at the
margin, which in turn - through a "tail-wagging-the-dog"
phenomenon - dragged up mainstream oil prices as producing
countries responded to market pressures by increasing their
official selling prices or applying surcharges. 15
France and West Germany pursued exactly the kind of policies that
put pressure on prices at the margin. French national oil companies
bargained with oil producing countries over additional purchases, which
included surcharges for concluding new contracts. 116 Their government112. International Energy StatisticalReview (Washington, DC: National Foreign Assessment Center,
25 November 1980), p. 18.
113. Ibid., p. 18.
114. Edward N. Krapels, "Preparing for an Oil Crisis: Elements and Obstacles in Crisis Management," in Hans H. Landsberg, ed., Selected Studies on Energy, (Cambridge, Massachusetts:
Ballinger Publishing Co., 1980), p. 190.
115. Ian M. Torrens, ChangingStructures in the World Oil Market (Paris, France: The Atlantic Institute
for International Affairs, 1980), p. 22.
116. Jochen H. Mohnfeld, "Structural Changes in World Crude Oil Trade," Intereconoinics, JanuaryFebruary 1980, p. 8.
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to-government contracts with Saudi Arabia, Iraq and Mexico increased
by one-third to one million barrels per day in 1979.117 This covered
approximately one-tenth of French demand for oil imports. West Germany, on the other hand, went increasingly to the Rotterdam spot market
when oil producing countries used the spot price as their guideline."'
This behavior undermined the purpose of a national stockpile program,
which is supposed to alleviate price pressure as well as supply losses. If
competitive bidding continues to displace positive stockpile measures in
minor shortfalls, more cooperation must be practiced in the future.
FOREIGN POLICY MEASURES

The threat of an energy supply disruption is a major concern in French
foreign policy but is not yet a strong factor in West German diplomacy.
In the 1973-1974 crisis, France and West Germany reacted within their
different definitions of national security. French bilateral strategy stemmed
from its "independent" foreign policy stance and its historical competition
with Anglo-American oil companies. West Germany's multilateral policy
resulted from its reliance on international oil companies for oil supplies
and on American leadership for its security.
Their approaches, however, show tentative signs of convergence in the
aftermath of the 1979 oil crisis. The effects of the dramatic oil price
increase spurred both countries to reevaluate their policies. The need for
price security has prompted France to take steps towards Western cooperation. West Germany's weakened economy is forcing it to explore
bilateral measures that risk undermining the foundations of its foreign
policy.
Definition of National Security
France
The heritage of Gaullist foreign policy ensures that France will emphasize its policy of "national independence" in any security issue. Both
the former President of the Republic, Valery Giscard d'Estaing, and the
present one, Frangois Mitterrand, view France as a mediator in the EastWest and North-South conflicts and an initiator of European political
unity.
Nevertheless, France is still connected - albeit informally - to NATO
command. The role of the "force de frappe" is more for domestic pride
117. Torrens, Changing Structures, p. 29.
118. Hanns W. Maull, "Western Europe: A Fragmented Response to a Fragmenting Order," Orbis,
Winter 1980, p. 813.
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than for actual deterrent value; France still relies on the American nuclear
umbrella for its security.
The Middle East, however, has been a constant source of friction in
Franco-American relations: CFP's battle over the Iraqi oil concession, the
Algerian War, the Suez Crisis of 1956, and France's pro-Arab tilt after
the Six-Day War in 1967. The French linked the energy supply issue with
national security in the Suez Crisis of 1956, and since then they have
consistently separated themselves from American policies in the region.
West Germany
Although both physically and politically positioned between the East
and the West, West Germany will continue to identify its national security
interests with those of the United States. Since the early 1970s, West
Germany has also been committed to an Ostpolitik. It is nevertheless
vulnerable to American pressure because it relies completely on US nuclear
forces and requires a continued American troop presence on its soil.
West Germany has also accepted constraints on its post-war foreign
policy. The German constitution limits West Germany's defense role by
restricting its navy to Western European shores and forbidding weapon
sales to turbulent areas. Both the Christian Democratic and Social Democratic parties have pursued a foreign policy based primarily on economic
goals. This strategy emphasizes West Germany's role in international
trade while it precludes involvement in political and military issues outside
the European continent.
French Bilateralism
French bilateralism is rooted in its traditional oil policy. France has
consistently made secure access to oil a cornerstone of its diplomacy. France
viewed oil as a national security concern as early as the 1920s when the
government asserted control over the national oil industry. 9 The subsequent battles with first British and then American oil companies over
concession rights in the Middle East made a lasting impression upon the
French: access to oil translated into power and wealth. De Gaulle thus
sought to reduce dependence on foreign oil companies and to secure access
to French-controlled crude. This strategy worked during the 1960s but
ended abruptly when Algeria nationalized French oil companies in 1971.
Since the 1973-1974 oil crisis, France has adopted a variation of this
strategy. It pursued a vigorous bilateral policy with oil-exporting nations,
particularly with Persian Gulf nations. While French bilateralism was
119. Eric D. Melby, "Oil and the International System: The Case of France, 1918-1969," unpublished
dissertation, Johns Hopkins School for Advanced International Studies, 1978, p. v.
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motivated by a desire to strengthen the national oil companies at the
expense of the "majors," it was reinforced by the need to acquire export
markets. 120
The French have relied on selling weapons and nuclear technology to
Middle Eastern Arab states and Iran in return for oil supplies. Although
one of the more spectacular "oil for industry" agreements was the $7
billion deal with Iran (including a subway system, two nuclear energy
plants and a Renault automobile factory), French bilateral efforts have
centered mainly on Iraq. France concluded a $2 billion military contract
with the Iraqi government and also agreed to supply a nuclear research
reactor and enriched uranium for $1.5 billion. The importance which
France attached to the contract was underlined by its refusal to cancel it
under United States pressure.
Bilateralism has its disadvantages, however. France remained vulnerable
to Iraqi political demands because of this dependence on one source for
oil supplies. Although the French government insisted that bilateral arrangements created a mutual interdependence between the two countries,
France was far more sensitive to Iraqi pressure than Iraq was to French
demands. For example, when Iraqi embassy guards killed two French
policemen in a shootout with a Palestinian terrorist in 1978, the French
government quickly expelled them without trial, much to the outrage
of the French people. Sensitivity to Iraqi demands has also influenced
France to persuade the European Community to adopt a pro-Arab position
in the Arab-Israeli conflict.
The reliance on a particular oil source or region, a product of bilateralism, rendered France particularly vulnerable to supply disruptions.
Although it is still too early to analyze the effects of the Iran-Iraq war
on French oil policy, the war highlights the inadequacy of French efforts
to diversify. A French Foreign Ministry official maintained, however, that
Iraqi efforts to supply their traditional customers with oil during the war
with Iran strengthened French confidence in bilateralism. 2 An official
in the French Ministry of Industry confided that Iraq had advised France
to buy as much crude as possible several months before the outbreak of
the way.122 Data shows that Iraq significantly increased its deliveries to
France in the first half of 1980.123
120. The four-fold increase in the price of oil incurred a huge balance of payments deficit. The oil
bill rose from 13.6 billion francs (approx. $3 billion) in 1973 to 45 billion francs (approx.
$10 billion) in 1974.
121. Serge Degallaix, Quai D'Orsay, interview in Paris, France, 29 January 1981.
122. Jean-Marc R~gnier, Directorate of Hydrocarbons, Refining and Utilization Section, French
Ministry of Industry, interview in Paris, France, 24 January 1981.
123. InternationalEnergy StatisticalReview (Washington, DC: National Foreign Assessment Center,
24 January 1981) p. 20.
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This commitment to bilateral diplomacy with OPEC countries is reflected in French hostility to multilateral cooperation during the 19731974 oil crisis and its aftermath. France tacitly supported the OAPEC
countries in their confrontation with the West, primarily with the United
States, on producer issues as well as on the Arab-Israeli conflict. France
received a favorable rating during the embargo in reward for its support.
The French failed, however, to dissuade other European countries from
following American leadership. All EEC countries except for France joined
the American-sponsored International Energy Agency as a consumer cartel.
France became increasingly isolated in its approach when the Frenchinitiated North-South Conference ended in failure in 1977.
In the 1979 oil crisis, France reached the limits of its energy security
policy. The bilateral approach did not stabilize oil prices. 124 The Iranian
upheaval and its subsequent effect on the oil market proved that everincreasing prices were just as harmful to French security as an actual
shortage. France therefore adopted a more cooperative attitude. It initiated
negotiation on consumer issues in the EEC and Western summit meetings.
Its relations with the International Energy Agency have also improved
considerably within the last year.
The energy burden has been severe for France. The French energy bill
jumped over 23 billion francs (approximately $5.5 billion) from 1977 to
1979 to reach 80 billion francs. From 1973 to 1979, the share of the
energy bill in the gross national product more than doubled from 1.7 to
3.8 percent. Similarly, it accounted for over 20 percent of all imports in
1979 compared to 12 percent in 1973. As France could no longer offset
the rising oil import bill through an increase in its exports, the government
felt constrained to pursue a slow growth economy in 1980 in order to
balance the trade deficit. 125
Although France joined the EEC sharing system, which gives its members less protection than the IEA, it is pursuing a proposal that would
give itself greater security. In order to activate the EEC allocation system,
unanimity is required in the Council of Ministers. The distribution mechanism requires rare European consensus. Furthermore, the activation requirements are stricter than those of the IEA. The crisis must exist for
two months and approach a 10 percent supply shortfall before demand
is restrained. But even if such conditions occur, other EEC countries may
balk at the burden of sharing a French shortage from imported oil within
124. Elf-Aquitaine president Albin Chalandon has maintained that the vitality of the French petroleum industry is being jeopardized by long-term bilateral contracts which have locked the
national oil companies into a higher price structure.
125. Michile Debonneuil, "Quelques donn~s sur le cofit 6nergetique,'" Problemes Politiqueset Sociaux,
1 August 1980, pp. 7-9.
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the EEC agreement and would propose instead a solution within the IEA
system. 126 These uncertainties in the EEC system have spurred the French
to propose the Energy Bank, a system that would obligate member countries to offer a certain amount of stocks which later can be only partially
withdrawn. As the proposal competes with the IEA system, the United
States in particular, will most likely not consider it seriously.
France's most significant step towards a multilateral framework is the
manner in which France informally participates in the JEA. As a member
of the Organization for Economic Cooperation and Development (OECD),
France has recently begun participating in an extended caucus of IEA
members which includes several non-IEA members. Often, French views
are first channelled through the EEC before they are discussed in a larger
Western forum. The French, for instance, lobbied the EEC to institute
price ceilings on the Rotterdam spot market during the price spiral in
1979. Their demands were only partially met. The compromise to register
transactions on the spot market was then proposed to the IEA. More
importantly, France takes a leading role in the summit meetings which
are prepared by the IEA Secretariat. Still, French cooperation assumes the
Gaullist style of maintaining an official position against an alliance while
unofficially participating in it.
Such initiatives do not mark a disillusionment with bilateral diplomacy,
they merely complement it. The recent intervention in Tunisia, the logistic
advice in the Mecca incident in Saudi Arabia, and the strong French
military presence in Africa served to show Saudi Arabia the advantages
of a special relationship with France. The French commitment to such
diplomacy, however, was counterproductive in the long term. Bilateralism
increased OPEC control over the international oil market and reduced
flexibility of both international oil companies and Western governments
in coping successfully with supply disruptions and price increases. 127
West German Emphasis On Multilateral Cooperation
In the wake of the 1973-1974 crisis, West Germany pursued a different
approach than that of France. A strong Atlanticist outlook as well as a
reliance on the market mechanism required a cooperative policy during
the first oil shock and its aftermath. The effects of the 1979 oil crisis,
however, provoked West Germany into reevaluating its strategy.
In 1973-1974, West Germany's strong export economy successfully
offset the balance of payments deficit incurred by the quadrupling of the
126. Community Emergency System (Brussels, Belgium: Commission of the European Communities,
Directorate General for Energy, November 1980), pp. 1-2.
127. Jochen H. Mohnfeld, "Structural Changes in World Crude Oil Trade," Intereconomics, JanuaryFebruary 1980, pp. 3-10.
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oil price. As West Germany succeeded in keeping its currency at a high
value vis-a-vis the American dollar, the real cost of imported oil actually
declined from 1974 to 1978. Trade expanded dramatically between West
Germany and the OPEC countries. In general, the West German government did not involve itself in the German industry's efforts to acquire
export markets in OPEC countries. The multi-billion dollar contract with
Iran was the major exception. The export sector proved to be so strong
that West Germany registered a balance of payments surplus with OPEC
from 1976 to 1978.
While West Germany relied on its strong market economy to absorb
the energy bill, it depended on multilateral cooperation to protect itself
from supply disruptions. During the OAPEC embargo, the international
oil companies, primarily the American ones, instituted a de facto sharing
system that offset the effects of the 1973-1974 embargo. West Germany
thus did not suffer from its unfavorable rating by the OAPEC countries.
West Germany accepted American leadership in energy issues. By
agreeing to join the TEA, the West German government placed a high
priority on cooperation among Western oil-consuming nations. Although
several obstacles could block the implementation of the sharing system,
it does offer collective security to its members.
OPEC's increasing control over all facets of the world's oil export market
could impede the sharing system. The traditional power of the oil companies to allocate supplies has been curtailed where oil destination contracts
have been imposed and government-to-government purchases have been
increased. Furthermore, nations may refuse to participate during a shortfall
because membership in a sharing plan transforms their stockpiles into a
"collective good" which is at the disposal of other countries.
The strength of the TEA sharing system, however, lies in its automatic
triggering level of a 7 percent supply shortfall which obliges member
nations to share. While such an international legal commitment can be
broken, the cost would be high. The collective arrangement also has
deterrent value. The willingness of an oil-exporting country to impose
a politically targeted embargo will lessen if confrontation with a group
of nations results. In all, membership in the lEA is an essential element
in German energy security.
The IEA did not, however, provide any security in pricing during the
1979 oil crisis. Demand restraint measures do not take effect in a subtrigger crisis. The effects of the 120 percent price increase on the West
German economy was profound. Since West Germany is no longer able
to offset the oil import bill through its strong export sector, it is considering bilateral measures which could strain its relations with the United
States and undermine its defense policy.
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For the first time in thirteen years, West Germany experienced a balance
of payments deficit in 1979 of DM 10 billion (approximately $5 billion).
The main reason for this deficit was the oil import bill. It rose DM 12
billion in 1980 to reach DM 60 billion. 12'A group of leading European
economic research institutes predicted that West Germany will face an
average deficit of DM 14.3 billion per year until 1985. 129 Inflation and
unemployment are also expected to rise, since the German mark will
probably devaluate, the import bill will not be offset by a strong currency
as it was in the mid-1970s.
The prospect that the oil bill would incur further economic damage
prompted the West German government to commission its ministeries
to analyze further problems in securing energy. The subsequent report
emphasized that West Germany remained extremely vulnerable to oil
supply disruptions and shortfalls despite its multilateral approach. Among
the fears was that a "nationalistic, resource rich" United States would
outbid the European countries for supplies. The report was also pessimistic
about relying on North Sea oil during supply crises. It stated that it
would be unreasonable to expect Great Britain to share its indigenous oil
during an emergency. While the commission warned of the dangers of
bilateralist measures, it did not rule them out as a future possibility. In
all, the report concluded that West Germany did not have many options
except to reduce the balance of payments deficit and expand domestic
30
production of energy.'
The bleak nature of the international oil market convinced the West
German government of the need for Soviet natural gas and exports to the
Soviet Union. West Germany imports 17 percent of its natural gas needs
from the Soviet Union and expects the Soviet share to increase to 25
percent if a largely West German-built pipeline is completed by 1985.
The United States' efforts in light of the Polish crisis to block the Siberian
pipeline project have been largely fruitless. West Germany, as well as
other European countries involved, is determined not only to provide all
the financing, but also to ignore attempts by its equipment manufacturers
to circumvent the US embargo. The American ban on the export of one
of the pipeline's vital turbine parts will only delay the project by one to
two years. At best, the US government can hope that its opposition will
pressure West Germany into taking adequate storage measures in order
128. Die Situation der deutschen Aussenwirtschaft (Frankfurt, West Germany: Hessiche Landesbank,
June 1980), p. 110.
129. John M. Geddes, "Fading Miracles: West German Economic Troubles Threaten Glowing
Outlook," Wall StreetJournal, 5 December 1980, p. 30.
130. "Energiekrise: Gratwanderung am Rande des Abgrundes," Wirtschaftswoche, 1 February 1980,
pp. 20-23.
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to offset vulnerability. The West German Economics Ministry has defended the Soviet Union as a more reliable source than the OAPEC
countries. The lack of flexibility in the distribution system, however,
allows political pressure to be aimed at a particular target.
In view of the Soviet Union's threat to reduce supplies during the 1980
Olympic Games boycott, an embargo can not be ruled out in the future.
Moreover, German dependence on Soviet gas supplies will certainly reinforce German interest in maintaining detente at a cost that the US would
consider excessive.
The West German government's recent consideration of a huge arms
transfer to Saudi Arabia also reflects its desire for growing export markets.
But this action could undermine the principle behind the German defense
policy of non-involvement outside the European continent. The decision
to sell hundreds of Leopard tanks and to provide military advisors would
not only contradict this law but would place West Germany under US
pressure to take a more active role in defending the Persian Gulf.
France and West Germany are confronted with a dilemma. They depend
on the United States for their security but on the Soviet Union and the
Middle East for their prosperity.
CONCLUSION

Seven years after the first oil shock, the oil situation is not encouraging.
Although neither France nor West Germany has experienced a substantial
loss in energy supplies in the 1970s, both have suffered from the economic
damage that the oil price increases have wrought on the world economy.
In the wake of the oil revolution of 1973-1974, France and West
Germany's efforts to manage the energy threat diverged. The French
government maintained control over the domestic oil industry according
to its traditional planning. West Germany, however, relied on the strength
of its free market economy. Each system has constrained, however, the
effectiveness of its energy security strategy. French centralization ensures
government control over the nation's oil supplies but its regulated pricing
policy risks supply shortages in a tight international market. The German
laissez faire philosophy guarantees supplies during spiraling prices, but
its dependence on the Rotterdam spot market leaves it vulnerable to supply
shortfalls.
The lack of public participation in a centralized political system has
enabled the French to embark upon an ambitious nuclear effort but risks
a future expansion of opposition that would halt the program's progress.
In West Germany the ability of political groups to influence a decentralized
government's energy policy has blocked efforts to reduce energy dependence.
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The 1979 oil crisis dramatized the effects of oil vulnerability and
provoked both France and West Germany to examine their foreign policy
strategies. Both countries are in a process of exploring additional measures
to reduce the energy security threat. While the preparedness of the French
and West German emergency programs provides a positive note to an
otherwise gloomy assessment, the use of stockpile measures was counterproductive in 1979.
In all, the 1980s will present both France and West Germany with a
formidable challenge even if the world oil market is temporarily experiencing a supply glut and declining prices.

