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Oon 10 Fsbruary 1982 the Commission submitted to the Council a

communlication on "The role for coal In Community energy
strategy"(1).In It the Commisslon stressed the need to reduce the
Community‘s dependence on oll through poslitive measures to

encourage the more ratlionai use of energy and to Increase
diverslificatlon In sources of supply. Coal had an Important part
to play In the pursuit of these aims. But there has been no
signiflcant growth In coal consumption In the Community slnce the
first oll crislis : from 310 miillon tonnes In 1973 consumption of
hard coal In the Communlity of ten had only Increased to 314 mlllion
by 1980(2), Having examined the reasons for this lack of
progress, the Commisslion concluded that further moves to promote
Investmont In the use of solld fuels were necsded both at Member
State and Community levels. WVith Its communlcation of 10 February
1982 the Commisslon Included two draft Councl| recommendations to
the Member States on measures to be taken to encourage Investment
In coal-flred heat supply systems. In September 1982 the
Commisslon submitted to the Council a proposal! for a regulatlion on
financial Incentives for certaln categorles of Investment In the
fleld of the ratlonal use of energy(3). Three of the proposed
Iinvestment categorlies related to sollid fuels, namely Investments
In

- the use In dlstrict heating systems of Industrlal waste heat and
heat produced from solid fuels and refuse-derived fuel ...;

- converslon of Industrial oli-fired combustion ptant to burn solld
fuele such as hard coal, llignite and peat;

- preparation of solid fuels for uses other than In power statlons
and coklng ovens, Including gasificatlon, pelletisation and oll
or water mixtures.

Although the proposal for a regulatlon has not led to the Council
taking a declslon, It did adopt, on 24 May 1983, two
recommendatlons to the Member States concerning the encouragement
of Investmont In the use of solld fuel In Industry (83/250/EEC),
and in public bulldings and in district heating systems
(83/251/EEC) (4),

(1
(2)
(3)
(4)

0J No 105, 26.4.1982.

By 1987, consumptlon (EUR-10) had fallon to 2902 million tonnes.
COM(82)357 flnal of 14 Septembecr 1832 ac amenued In January 1984.

0J No L 140, 31.5.1983, pp. 25 and 26.
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3. Together those recommendations call on the Member States to take
al! environmentally compatible measures which they conslder
appropriate to encourage the conversion, or reconversion to solld
fuel of existing combustion plant fired by fuel oll and to encourage
the building of new solld-fuel-fired Installations

~ in undertakings In all branches of Industry, with the exceptlion
of the Iron and steel Industry and the energy sector;

- in public bulldings (administrative bulldings, barracks, schools,
etc.); and

- In dlstrict heatling systems.

4, |In both recommendatlons, paragraph 2 calls on the Member States to
notifity the Commission at the end of each year of the measures
taken In the above mentioned flields so that the Commlsslion can
report to the Council In the appropriate form.

5. The Commlission submitted Its first report to the Councl! on 10 May
1984(5) . Examinatlon of the measures In force at that time showed
a consliderable disparity In objJectives, types of Intervention and
thelr results. The second review in July 1985 showed very little
new compared with the previous year. To enable the Impact of the
fall In oll prices to be better assessed, and to allow Spaln and
Portugal to be Included, the Commission put off Its third
examination of the Implemsntation of the Councll recommendations of
24 May 1983 untl! December 1987. This Is the subject of the present

report. It covers the entire perlod from the time when the
recommendations were adopted by the Councll In 1983 to the end of
1987.

6. The report is based on Information supplied to the Commlsslon under
paragraph 2 of both Councll recommendations. This Information was
supplemented at meetings and through direct contact with national
governments and agencles and the other clrcles concerned. One
Member State did not respond to the Commission’s request for
information.

7. Member States’ pollicy for solld fuels as a whole Is analysed Iin a
paper reviewing thelr energy policles(®) which wiil be sent to the
Councl| at the same time as this communication. This paper examines
only the sectors covered by the Council recommendations of 24 May
1983.

(5) SEC. (84)76.
(6) - Review of Member States’ Energy Pollcies
- The Maln Findings of the Commlsslon’s Review of Member States’
Energy Pollicles - The 1995 Community Energy Objectlives.
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1| — CHANGES IN THE MARKET FOR SOL1D FUELS

Statlstlcs

The table below shows the changes In the shares of the varlous
forms of primary energy In the gross inland energy consumption of
the Community of Twelve since the flrst energy crisis In 1973 :

%)
1973 1980 1983 1987
Solld fuels ;;?; 23.1 23.9 22.2
oil 61.3 53.9 48.5 45.1
Natura! gas 11.8 16.7 17.4 18.5
Nuclear 1.9 4.3 8.2 12.8
Other 1.5 2.0 2.0 1.4

These flgures show that considerable progress has been made In
reducling the Communlity’s dependence on oll. The fact that solld
fuels themselves lost ground between 1973 and 1987 might lead one to
belleve that they made no contributlon to endeavours to replace oil.
Actually, the Important role of solid fuels In reduclng the share of
oll products In electricity generation betwoen 1975 and 1985 |is
masked by the effects of loss of market share In the other sectors
which use coal, the steel industry and households In particular.

Solid-fuel consumption in recent years has bsen as follows

(mitlion tonnes)
1983 1985 1987
Hard coal 321.4 335.1 321.9
Brown coal (llignlito)
and peat 184.2 189.8 180.6

Variatlions In coal consumpticn between 1983 and 1987 have to be seen
In the context of changes In demand from the steel Industry and the
growth In the contrlbutlon from nuclear power. Tho rise In lignite
consumpt lon between 1983 and 1985 was duo to Its Increased use for
eloctriclty gensratlion, notably In Greece; the fall between 1985 and
1987 was caused by temporary shutdowns of several |Illignlte-fired
power statlions In Germany for flue gas purification equipment to be
installed.
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10. The breakdown of demand for coal by consumer sector Is as follows

11.

12.

1983 1987

Mt % Mt &
Power stations (publlic
utitities and plthead) 197.0 61.3 195.3 60.7
Coking plants and stesl
Industry 76.7 29.3 75.4 23.4
Others Industries (including
Industry-owned power statlions) 24.8 7.7 29.5 9.2
Households and small
consumers 14.6 4.5 13.0 4.0
Other 8.3 2.6 8.7 2.7
Total 321.4 100.0 321.9 100.0
Since the 1987 statistics are stlll provislonal It would be unwlse
to draw conclusions from relatively small varlatlons. "Others
Industrles" account for only 29.5 mlllion tonnes or 9.2% of hard

coal consumption In the Community, a consliderable increase over 1983
(see paragrah 15).

The statistics avallable are such that It is not possible to
estImate precisely how much of coal consumption Is accounted for by
the heating of public bulldings and district heating. Some of the
consumption of coal under this headlng Is Included under "Households
and small consumers”. Some publlic bulldings, such as barracks and
bul ldings belonging to coal boards, are Included under "Other"; coke
for heating publlc bulldings Is Included In coal supplled to cokling
plants. Consumption by combined-heat-and-power stations supplying
heat to district heating systems is Included in dellveries to power
statlons. Over the past 10 years solld fuel consumptlon Increased
only In district heatlng (see paragraph 18); In heating of public
bulldings the contrlbution of solid fuels was steadlly decreasing.

Consumptlon of coal In the sectors covered by recommendation
83/251/EEC (public bulidings and dlstrict heating systems) Is 8-9
million tonnes, 6 mlllion tonnes of whlich Is used for district

heatlng. Thils amounts to approximately 2.5-2.8% of the Community’s
total coal consumptlon In 1987.

For guldance purposes, therefore, the Counclil| recommendations of
24 May 1983 cover a coal market whlich amounted in 1987 to 38 milllion
tonnes (29.5 plus 8.5 Mt) or 12% (9.2 plus 2.8%) of total
consumptlion. The Importance of |llignite and peat In the sectors
covered by the recommendatlons are small, though not Inconslderable
In certain reglons.
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(a)
(b)

(c)

14.

The scope for the economic replacement of oll products by sollid
fuels In the sectors covered by the two Councl! recommendations
depends on a number of factors, chief amoung which Is the difference
In prlco betwoon the two. The difference Itself may vary
consliderably between consumers; it will depend In particular on the
cost of transport to site, on the selected sources of supply, taxes,
and national alds. The table below provides an indication of how
the price differentlal has varled over ths last five years

(ECU/tco)
1983 1084 1985 1986 1987

A) Annual averago prlce of
heavy fuel oll (a) 131.61 160.70 158.62 67.19 65.11

B) Average list price of
Community steam coal (b) 87.37 92.21 92.37 84.35

C) Annual average prlce of
Imported steam coal (c) 64.76 64.45 67.65 48.96 38.33

Priceo differential

A-B 44 .24 68.45 66.25 -17.16 “e

A~-C 66.85 96.25 90.97 18.23 26.78

Source : EUROSTAT

Source : Information supplled to the Commisslon by the coal
producers.

Source : Information supplied to the Commisslon under Commlisslion

Decislion 85/161/ECSC

Both capital and operating costs of solld-fuel bollers are
higher than those of oil- and gas-flred bollers. For solid fuels to be
competitive wlith fuel oll desplte this tachnical handicap the prilce
differential In favour of coal must be at least 15 ECU/tce, for large
bolters In base-load power stations, and at least 30 ECU/tce In the case
of smaller bollers with lower annual load factors. The cost Increment
of using coal also depends very much on the environment- protection
measures requlred for the various types of bollers. ¥ith small bollers
the cost Increment may be such as to make the use of solld fuels
prohibltive.



15.

16.

As is shovwn by the table above, the price differential between fuel
olil and steam coal, both Communlity and Imported, was easlly
sufficlent up to 1985 to make the use of coal economlc. One may
vondor why a price differentlal as high as 66 to 96 ECU/tce In 1984
did not trigger off a much more extensive move to convert to coal-
flring. Even If In some cases the differentlal had to be reduced
by, say, 10 ECU/tce to take account of extra transport costs, coal’s
advantage was stlll appreclable. The answer nho doubt [les In the
uncertainty about future movements of the prilce differential betwsen
fue!l oll and coal, and In a sort of psychological barrler to the use
of coal even where It Is economically warranted.

The blg drop in oll prices, combined with the fall in the dollar,
caused a fundamental change In the sltuation from 1986 : at |Ilist
prices communlty coal ceased entlirely to be competitive with fuel
oll; Imported steam coal was just about able to remaln competitive,
and then onily In power stations.

While varlations In oll prices hardly affected the amount of coal
used In power stations, It was not so In the heat market, at whlich
the Council recommendations of 24 May 1983 were almed. The demand
for coal from “other Industries" over the last flve years s
summar ized by the following table

1983 1984 1985 1986 1987

Coal consumptlon by
"other Industries" (Mt) 24.8 26.8 30.8 29.3 29.5

Solld fuels’ share of
energy consumptlion by
"other Industries" (%) 11.5 11.6 13.9 12.7 12.6

The comblined effect of the blg price differential between coal and
oll and of the national Incentives for Industry to switch to sollid
fuel boosted coal consumption In "other Industries" by 6 mllllion
tonnes, or almost 25%, betweoen 1983 and 1985. Since then falling
oll prices and the decllining dollar have led to consumption slippling
back to 1.3 mlltion tonnes bolow the 1985 peak. The Member States’
latest forecasts suggest that In 1988 consumption Is Ilkely to

remaln close to the 1987 level. Consequently, It Is falr to
conclude that the swing back to oll In these Industries Is losing
momentum.

The Member States’ replies to the Commisslon survey on the measures
taken to implement the recommendations Indicate the tonnage of coal
added by market forces and the natlonal measures to promote coal.
The total for "other industries” Is 9 mllllon tonnes, woll above the
6 milllon tonnes In the 1983 and 1985 statlistics.
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18.

While not rullng out a degree of overoptimlsm In this assessment of
the amount of substlitutlion, there are three other possible
explanatlions for thls apparent overestimate by the Member States

- some pre-1983 substitutlions have been Included In the flgures sent
to the Commission;

- the flgures refer to newly-bulilt capacity but take no account of
plant decommlssioned, shut down or converted to other fuels over
the same period;

~ the new installatlions have been operatlng below nominal capaclty
or burning solid fuels only temporarity.

Although It is Impossible to glve exact flgures for the advances by
coal In Industry between 1983 and 1987, real progress was made
annual coal! consumptlon rose by almost 5§ mlllion tonnes or 20%.

The cement Industry was one of the first to switch to coal on a
massive big scale. The process started In 1980 and reached its pesak
In 1985, by which time over 80% of capacity had been converted. In
1986 the trend continued In Denmark, Portugal and Spaln, but ground
was lost in France, Germany, Ireland and lItaly, where some cement
works swltched back from coal to petroleum coke or to a lesser
extent, fue! oll and natural gas.

Other Industries whlch converted to coal on a large scale up to 1985
and ever 1986 were agri-food, chemlcals and paper.

Substitution In nublic buiidings and district heatlng systems

In the final analysis, very few publlc buildings were converted to
solld fuel eoxcept 1iIn Ireland. Most of the Increase In coal
consumption came from the district heating sector. However, even
this trend was confined chlefly to the countries with a tradition of
this type of system, |.e. Denmark, France and Germany.

Coal consumption estimates for district heatlng systems In these
three countries are set out below.

1983 1986
Denmark 0.70 1.05 + 0.35 Mt
Germany 3.10 3.40 + 0.30 Mt
France 0.80 1.35 + 0.55 Mt
4.60 5.80 + 1.20 Mt

or + 25%
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Potentlal of substitution

19. This converslon In Industry and In public heatlng systems Is only a

small

fractlon of the potential.

In 1982 a dotallled study on the use of coal In Industry by the
1EA(7) put potentlal steam coal consumptlion In iIndustry at 61
million tonnes In 1990 and 83 mlllion tonnes In 2000(8), These
figures were based on the assumptlion that the price gap between oll
and coal would remaln wide and that governments would contlnue with
a policy of encouraglng converslon of Industrial bolilers to coal.
Neither of these Is the case at the moment : consequently, this
potential can no longer be reallistically achleved. Nevertheless It
is highly Illumlnating to set these figures against the record coal
consumption In "other Industrles" of 30.8 million tonnes In 1985.
This suggests that the Increase In consumption in the early ‘80s

fell

far short of the full potentlial and that coal could make

further inroads If more favourable conditlons can be restored.

11t - COUNCIL RECOMMENDATIONS QF 24 MAY 1983

20. The Commission has conducted a survey of the measures taken by the
Member States to Implement the Counclil recommendatlons of 24 May

1983. The Member States were asked to send the Commission three

lists

A. Measures In force on 24 May 1983 (1 January 1986 for Spain and
Portugal)

B. measures Introduced between 24 May 1983 (1 January 1986 for
Spaln and Portugal) and 31 December 1986

C. measures planned or Introduced after 1 January 1987.

The Commission asked brlef detalls on the following aspects of each
measure |isted :

(a) nature, objective and legal basis;

(b) cost, If any, to central government and, where appropriate, at
other levels;

(c) quantltative and qualltative Impact In terms of Increase of
consumptlon of solld fuels and replacement of oll and gas In
the sectors covered by the two recommendations;

(7) "Use of coal In Industry". |EA-OECD, May 1982.

(8) Flgures for the Twelve, estimated from the values calculated for the
OECD members countries,
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(d) date of entry Into force and of explry.

Eleven Member States replled. Further detalls were gathered
directly. Desplte the request for extra detalls, the amount of
Information on the measures taken by the Member States varled
viidely. Many of the measures to encourage use of sollid fuels formed
part of a broader energy-efficlency programme., |t was Impossible to
single out spending, and rosults achleved, on the use of coal from
the rest of the programme. Consequently, It Is extremely difflcult,
If not Impossibie, to produce conclusive flgures for the Community
as a whole.

Tables 1| and Il sum up tho sltuation regarding the two
recommendatlions In oach Member State. Fact sheets on each Member
State are annoxed.

Eleven Member States had taken measures to encourage use of solld
fuel In Industry before 24 May 1983 or, In the case of Spaln and
Portugal, before they Jolned the Community. Consequently, the
Councl | recomnondation merely consolidated a pollcy already
generally pursued by the Member States. Only the coal-producing
Member States, apart from Belglum, have taken specific measures to
promote the use of coal In Industry. 1In all the others, measures to
encourage use of solid fuel formed part of a broader energy
efficlency programme for Industry.

Only four Member States Introduced new measures or extended their
exlisting schomes after 24 May 1983 (1 January 1986 In Spain and
Portugal). Consequently, Councll recommendation 83/250/EEC has
produced only a limited Iincertive and knock-on effect.

By 1 January 1988 only slix Member States stlll had governmant
Incentives to encourage Investment In the use of solld fuel In
Industry. Virtually all of them were part of cnergy effliclency
programmes covering moro than just colid fuels. No account is taken
here of measures to promote technologlcal rescarch, development and
demonstration work.

Natlonal and Communlty flnanclial support to promote technologies to
use coal In Industry Is stltl avallable In at loast nine Member
States. In tho current cllimate, with tho prilce gap between oll and
coal too narrow to offer Industrles an Incentive to Invest In
converslon to <coal, the national and Community domonstration
programmes play a key role In sustainlng efforts to replace oll by
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solld fuels. Even If the price gap were wlder, uncertaintles about

future regulations on emlssions from small and medlum-sized
Industrial bollers handicap the use of coal In Industry. Industrial
coal burn in future will depend hoavlily on whether new, economic,

clean technologles can be made avallable In time. Steps must be
taken to coordlinate the environmental protection measures with the
R,D&D programmes on clean msthodes of using coal.

Many of the measures taken by the Member States apply only to coal
mined in the Community. They take various forms

ald for feasltblility studles (IRL);

tax Incentives (B);

investment aid (B, D, E, F, L, NL, P, UK);

ald to demonstrate new technologles (B, DK, D, E, F, IRL, 1, NL,
UK) ;

ald for environmental protection measures (NL).

It Is Impossibie, from the Information in the Commission’s hands, to
put a figure on spending to promote Investment In the use of sollid
fuels.

In the coal-producing Member States, non-governmental schemes have
been launched, at the Inltiative of the «coal producers In
partlcular. Naturaily, they cannot afford to offer users financlal

Inducements. Instead, they have opted for commercial schemes to
reduce the risk to Industrialtists who decide to convert to coal.
Often these take the form of all-in packages offerling

- to carry out feaslbility studles, select equipment and provide
assltance during construction, start-up and operation;

- third-party flnancling, with oniy the heat actually bought by the
Industriallst; this financlal arrangement provides a way ground
the problem of the very short payback time (two to three years at
most) required on Industrial Investments;

- to grant technlcal guarantees on plant; this substantiaily reduces
the malntenance and plant availablility risk to the buyer:

~ to underwrite a minimum price differential between oil and coal
for a certaln length of time. (If the prilce differential falls
below the guaranteed value the coal suppliers pay the difference.
If It Is higher, tho two partles share the difference).
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30.
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These schemos have generally produced good results. For example, In
France the Sociétd Industriellie pour le Développement deo |‘Energie -
Charbon (SIDEC) has achieved particularly encouraging resulits.
However, now that the price differentlal between oll and coal Is too
narrov to offset the extra cost of coal-fired Installations, ali-In
packages of this sort no longer provide an effective enough
Iincentive for Industry to switch to coal.

Paragraphs 16 and 17 dlscussed the Increase In solld fusel
consumption In Industry betwesen 1983 and 1987. For the entire
Communlty, the share of thils total attributable to promotional
measures, cannot be calculated from the Commlsslon’s Information.

Noteworthy results were obtalnsd In France, where betwoen 1982 and
1986 CDF-Energle recorded the followling Increases

Agr | -Food : + 847 823 t/yr

Chemlicals : + 427 730 t/yr

- Cement, materlals and paper : + 804 490 t/yr

Other Industries : + 210 000 t/yr

Total Industries 142 290 043 t/yr

Thils recommendatlon affects soms Member States more than others.
In much of southern Europe the climate doss not warrant heating
systems requiring such heavy Investmont as coal-fired bollers or
district heating systems. In nothern Europe, only Denmark, France
and Germany havo fully developed district heating networks though
there are small-scale systems In Belglum, the Netherlands, Northern
Italy and the United Kingdom.

Four Msmber States (Denmark, France, Germany and |{reland) had
launched schemos bofore 24 May 1983. Only tho United Kingdom
Introduced fresh measures after thls date, the only ones still In
force on 1 January 1988, after ths other Member States had completed
their programmes. Communlity-vilda, efforts have bsen very patchy.
In the final analysls, the Councl!l recommoandatlion has mado little
Impact.

Efforts towards tochnologlical development have also bsen made In
the aroz of district heating. The main thrust has been on the
developmont of automatic, low-malntenunce bollers for large
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butldings and of speclal bollers, such as fluldized-bed units, for
distric heating systems. Demonstration proJects have been completed
(in Denmark, France, Germany, lroland, ltaly and the Unlitod Klngdom)
some with Community support.

32. Leaving aslide tho R,D&D programmos, most of the measures Introduced
by the Member States have takon the form of Investment grants (in

Denmark, France, Germany, Iroland and the United Kingdom). In
ireland, conslderable progress has been made In tho use of solld
fuel (peoat) In public bulldings. In Germany, district heating

systems were devoloped [n the late ‘70s and early °‘80s under the
Zukunftinvestitionsprogramm (ZIP) funded Jolntly by the Federal and
Lander governmonts. In the coal-producing countrles, non-
governmental campalgns, by tho coal producers in particular, have
also made a major contrlbution. They are virtually the only schemes
still In operation today. Somo of the projects have qualiflied for
financing as Investments covered by Article 54 of the ECSC Treaty.

33. Solld fuels captured a large proportion of their curront share of
the district heating market before 1983. Since then almost 1.2
milllon tonnes of new capacity has come on stream. But all the
slgns are that thls oxpansion s unlikely to continue. The shift In
priorities In the Danish heat ptan towards Indligenous fuels
(blomass, etc.) and natural gas and the completlion of the German ald
programme for dlistrict heating systems, combined with the
Increasingly stringent emissions 1imits for medlum-sized boilers
and, more gonerally, coal’'s loss of compotlitiveness agalnst oll and
gas all fuel this fear.

34. Certain non-coal-producing Member States such as Greece and ltaly

still have roservations about decentrallzed use of coal for space
heating. Greeco entered such a reservation based on environmental
protection g¢grounds at the time that the Counclli adopted

recommendation 83/251/EEC.

The recommendation lItself was drafted so as to leave the Member

States complete freedom of actlon. It recommends that they *"take
all environmentally compatible measures which they consider
approprlate ...". The lack of economlc techniques compatible with

the environment has no doubt [Imited the Member States’ scope for
promoting the use of coal for space heating.

35. The replies from the Member States to the Commisslon’s survey have
not shown for certaln that specific measures to encourage investment
in the use of solld fuels have In fact been taken following the two
Councl! recommendatlions of 24 May 1983. In effect, very few new
measures were Introduced In the three years following the Council's
adoption of the two rocommendations. The measures that were taken
during that period were essentlally non-specific measures covering
the entire flelid of the rational uso of energy.
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Countrlies that had taken measures prior to 24 May 1983 also
continued with thom after that date. In contrast, countrlies that
had not yet Introduced measures beforo 24 May 1983 generally dld not
do so after that date, eithor.

Speciflc measures to encourago Investment In the use of solld fuels
wero deslgned essentlally to develop the market In fuels of
Community origln. These measures were taken only In the Member
States that produce coal.

Non-speclfic measures designed to promoto all techniquas in the
ratlonal use of energy were taken by most of the Member States.
Generally speaking, these moasures also applled to projects
involving the uss of Imported coal.

¥herever spociflc promotion measures have been Introduced by the
Member States the results have g¢gonorally been positive. Howsver,
the Information suppllied to the Commisslon has not always been
sufficlent to quantify theo results of the measures taken by the
Mamber States and to differentliate betwveen results due to market
forces and results attributable to promotional measures.

Very encouraging results havo also been obtalned by non-
governmental promotion efforts. 1In thils respect the scheme put Into
effect by Charbonnages do France is worth mentioning.

The overall package, which consists of a sultable promoter taking
responsiblitity, agalnst remuneration, for all the technlcal,
economlc and financlal constraints of a project Involving tho use of
coal, could serve as a model for a Community approach to the problem
of encouraging the use of solld fuels In the heat market.

Conversions effected without promotional measures, t.e. those due
to market forces alone, have malnly been confined to the cement
industry. Thoy havo also proved to be the least enduring : In many
cases the drop In the price of oll has resulted In a return to
petroloum products.

At the beginning of 1888 fow moasures wero stlll In force or had

any real impact on converslion to solld fuols. The comblined effect
of lower oll prices and tho drop In the dolltar has meant that the
price differential boatwoen potroleoum preoducts and coal Is no longer
ehough to make conversion projocts cconcemlcaliy viable., Converslon
offorts can be expected to stow down If not to grind to a completes
hold if tho pricoes of rotroleum products remain at thelr curront
level and fresh moasuros are not taken.
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For reasons of environmental protectlion Member States that are not
coal producers are often more roserved than the others when It comes

to the decentrallzed use of coal. It Is In these countries, whlich
generally Import cheap coal from non-Community countrles, that the
differential between the price of fuel oll and coal Is still at Its
highest.

The uncertalinties surrounding future regulations lIimiting emlssions
from small and medlum-slized bollers and the lack of econhomic
technologles compatible with the environment form an additional
handicap to thoe use of coal in the sectors covered by the two
Councl | rocommendations. There Is a nesd for environmental
protectlon measures and technologlcal development efforts to be
coordlinated. -

In thils difficult period national and Community programmes of
financial ald to demonstration projects In the field of new coal
uttlizatlon technologles provide fundamental support for Investments
In the sectors covered by the Councl! recommendations. In a good
number of the Member States these programmes are currently the only
support for the use of solld fuels.

The analysis In thls report shows that In the sectors In question
solld fuels are not currently playlng the role of petroleum products
substitutes which they are assligned by the objectives of Communlity
energy policy.

If sufficlent price differentlal between oll and coal could be
reestabllshed and iIf sultable promotional measures were taken, the
potential for using solid fuels In the heating sector would be far
from exhausted. According to a study by the IEA, the quantity of
coal used In ths sector could at least be doubled between now and
the turn of the century.

However, at current fuel oll prices and In the absence of effectlve
promotional measures there Is no chance of reallzing even part of
this potentlial. On the contrary, solid fuels are losing ground all
the tims to gas and oll.

Vihile the current tow oll prices contlnue thls sltuatlion wiil not

change unless a posltive policy In favour of coal Is adopted.

New approaches need to be found and the Commission will make
specific proposals In due course.
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on the

Implementatlon by Member States of the Councl| -Recommendations of 24 May
1983 on the encouragement of Investments In the use of solld fuels In
Industry (83/250/EEC) and In publlc ‘bulldings and In district heating
systems (83/251/EEC)

ANNEXES
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1. Goneral sltuation

Over recent years Belgium has succeeded In reducing both Its level of
energy consumption and Its level of dependency on Imported oll (from
50% In 1982 to 42 % In 1987). Thils has been largely due to Its
programme of nuclear electricity generation, which Is ongolng.

Coal productlion In Belgium, which stood at 7 milllon tonnes in 1983, was
4.4 milllon tonnes In 1987 and I|s scheduled to fall to 2.5 mlillon In
future as a result of closures In the Campine coalfle!ld. Imports of
coal from EC and thilrd countrles reached 8.6 mlllion tonnes In 1987 as
compared wilth 7.5 In 1983. Deliverjes to power statlons declined
sltightly from 5.8 million tonnes In 1983 to 5§ mlillion tonnes In 1987 ;
to coke- and Iron and steel-making, they Increased from 6.1 milllion
tonnes In 1983 to 6.6 million In 1987. “Other Industries" and
"domestic" deliverles showed decllnes, from 0.8 to 0.6 and from 1.1 to
1 mllllon tonnes In 1983 and 1987 respectlively.

Expressed as a proportlion of primary energy use, solid fuels amounted to
23 ¥ In 1983 and almost 20 ¥ In 1987. Within "other Industrles", the
1983 share was 8.5 %, 1987's 6 ¥ ; wlthIn "domestic", the share was 9 %
In 1983 and 6.6 ¥ in 1987.

2. Councl! Recommendations of 24 May 1983

Measures had already been taken by the Belglan government over several
previous years, as follows

- since 1965 flscal rellef of 20 ¥ of the cost of Investments In
sol id-fusl-burning and handling equipment ; between 1983 and
1985 thls measure Is reckoned to have resulted In about 400 000
tonnes of extra annual coal burn ;

- development and demonstratlon support for the ratlonal use of

energy, Including projects for the new coal-burning
technologles. Thls Is reckoned to have resulted In the burning
of an extra 180 000 tonnes annually In both the Industrial and

non-industrial areas ;
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- as regards publjc bulldlings, none of the measures In force Iis
almed particularly at solld fuels; solld fuel use Is In
decline, mainly because of the disincentlves represented by
lower oll prices and high Initlal Installatlion costs for solld
fuel systems.
3. Conclusions

- The decline In oll prices 1Is chiefly responsible for the
perceptible decline In solid fusl use In Belglum.

- The attractiveness of solld fuels Investment projects Is thereby
much reduced.

- The Belglan government has made efforts to stimulate coal use In
general but not In the public bullding sector In particular.
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General sltuation

Efforts towards the substitution of Iimported oll by other energy
sources continue to be Danish Government policy. Policy places
considerable emphasis on the Introduction of natural gas and the
removal of nuclear from energy planning ; the effect of these
objectives on the development of solld fuel use Is uncertain.

Danish Imports of coal (there Is no domestlic coal productlion, and
other solld fuels occupy a negligible positlon) amounted to 8.7
milllon tonnes In 1983 and by 1987 stood at 12.5 mll!llon tonnes.

Deliveries of coal to power statlons - the major users - amounted
to 8.4 milflon tonnes In 1983 and 11.4 million tonnes In 1987; but
over the same period dellverles to Industry Increased from 300 000
tonnes to 400 000 as compared with 270 000 to 450 000 tonnes in
the domestic sector (Including coal based heat suppllied by
district heatling). Expressed as a proportlon of Danish primary
energy consumption, solld fuels amounted to 33% in 1983 and 40% In
1987. As proportlons of Industrial and domestic energy
consumption, solld fuels represented 11%¥ throughout for Industry
and 3-6% for domestlc over the same period.

The Councl! Recommendations of 24 May 1983

No government measures appear to have been taken specifically In
pursult of the two Councl! Recommendations.

National measures

There are virtually no national measures embodied Iin legislation
for the perlod In questlon. Action has been taken wlthin the
general framework of national pollicy In the area of the heat
market (households, district heating and comblned heat and power),
for which grants are avallable. By 1986, there had been an
Increase to 1 050 000 tonnes of coal used In district heating,
from the 700 000 tonnes of 1983 ; and In the commerclal sector,
the same perlod saw an Increase from 37 000 to 58 000 tonnes. The
switch of emphasis from coal to solid waste and natural gas In the
1985 Heat Plan may affect thoe future of coal.
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As regards the Increased use of golld fuels In Industry, It must
be pointed out that Governmont action to achleve sustalined energy
savings in Industrial sectors, together wlth the stricter emission
standards set for 1995, aro major obstacles to greater use of
solid fueis In this sector.

al o

- The Intentlon of the Danish government to reduce dependency on

oll Is clear, but It ts not necessarily the Government’s
Intentlon to do this by eoncouraging solld fuel use In
particular ;

- the shift In emphasis In pollcy towards energy savings,
renewable ensrgy sources and the environment does not bode
well for the future use of solld fuels, espsclally In
Industry ;

- It Is Danish governmont pollicy to allow market forces, In
general, to govern the coali/oll equation. However, high
Import tax on oll, and to a lesser degree on coal, create a
sltuation, where tho price differential between oll and coal
oxceeds 100 ECU/tce. Coal thus remalins competlitive with oll
products.



23

1. General situation

The French energy scene since 1983 has been characterlized by an
increasing level of energy consumptlon (+11 %) combined with a reduction
In the share of oll from 52 % In 1982 to 43 ¥ In 1987. Another well-
known feature Is the large growth In nuclear electricity over the period
(+138 %), so that It now accounts for 70 ¥ of total electricity
productlon. This Is a result of French government pollcy to rationallze
energy use and maximize Indigenous energy productlon, thus achieving a
greater measure of Iindependence from imports.

As regards solld fuels, production of coal amounted to 12.3 million
tonnes In 1987 as compared with 17 million tonnes In 1983. There was a
similar reductlon from 2.6 to 1.9 mllllon tonnes of lignite and peat
over the period. . lmports of hard coal totalled 18.5 million tonnes In
1983 and by 1987 stood at 14.3 mililon tonnes of which 11.6 million
were of non-EEC origin. pellverles to power statlions (coal) decllned

markedly, from 20 million tonnes In 1983 to 10 million tonnes In 1987,
while those to the Iron and steel Industry remalned constant at 700 000-
800 000 tonnes and those to other industries rose to 4 mlllion tonnes In
1987 from 2,8 mlillon tonnes in 1983. Deliveries to households, at 2
mllllon tonnes, remained static.

As a pronortion of total primary energy consumed, solld fueils fell from
14 % In 1983 to 9% In 1987 , whlle their shares of Industrial and
domestic energy use moved from 10 to 14 ¥ In the flrst case but fell
from 6 to 5§ % In the second. In the electricity sector solid fuel
consumption was halved (see above).

2. Recommendatlons of the Council of 24 May 1983

The Increases In consumptlion since 1983 In the Industrlal sector are due
to a mixture of commercial and government actlon.

a) Speciflcally c¢commerclal measures Included vigorous actlion by
Charbonnages de France to promote coal (French or other) In
Industry and the residential and tertlary sector. Thls action

began In 1982 before the date of the Recommendations. 1t has
resulted In more than a thousand reconversions to coal, estimated
to have ylelded more than 3 mlllion tonnes of Increased coal burn.

The means employed are : the provislon of finance for coal-flred
heating In the residentlal sector ; the guaranteseing of loans to
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Investmant In coal use generally ; and the stimulation of

conversion to coal use by SIDEC (Soclété Industrielle pour le

Développement et |‘Enorgle-Charbon) which finances, bullds and

sells the heat produced by coal-fired Installations. Thils last

actlvity alone Is reckoned to have added another 900 000 tonnes to
annual consumption, mainly In the residentlal and tertiary sectors,
b) Speclflc governmental measures :

- For Jndustry, actlon has since 1984 boon within the framework
of alds from the "Fonds Spécla! des Grands Travaux" and has
been particularly successful In chemlcals, papor, construction
and foodstuffs. The programme was not, howsver, repeoated In
1987.

- In resonarch, eofforts have been concentrated not only on
projects which Involve ccmbustion and boller technology, e.g.
fluldisod bed combustion, but also on underground gasification
and llqguid/coal mixtures. Such ressarch would boneflt malnly
Industrial uses of coal.

3. Conclugsions

- Levels of penetration of solld fuels since 1985 have not been
striking, as was only to bo expected from the fall In oll
prices ;

- this has resulted In a walt-and-see attitude, on the part of
Industriallists and In delaylng decislions to convert to coal or
Instalt new coal-flred cquipmont ;

- dospite the decllines in ol! prices and tho value of the dollar,
thero might st!lll be in certain cases an advantage In favour of
coal; this 1Is not sufficlient, In present circumstances, to
remove the hesltaticons referred to above.



1. General situation

Since 1983 the genseral situation In Germany |Is characterized by a
slightly Increasing, followed by a stagnant total energy consumption.
Dependsency on oll imports remains constant. At the same time there has
been a stagnant, even declinling pattern In solld fuels demand, as
described below. Within a generally static energy demand framework, it
cannot be expected that future coal and lignite consumption wlil|
Increase substantlally. Environmental (emlssions) standard are becoming
a factor of ever greater Importance in solld fuels use.

German solld fuels production consists of c¢oal and lignite. Coal
productlon, concentrated In the Lander of Nordrheln-Westfalen and Saar,
declined from 89.6 million tonnes In 1985 to 82.3 milllon tonnes In
1987. In response to the decreasing demand for Indlgenous hard coal,
hard coke and patent fuels and an Increasing need for State alds, a
further cut of 13 to 15 million tonnes by 1995 has been declded.
Lignite production fell from 124.4 mitllon tonnes In 1983 to 119.5
mllllon tonnes in 1987.

imports of hard coal amounted to 9.5 million tonnes In 1983 and 7.5
milllon tonnes Iin 1987. pellverles were, In 1983, 46 mllllion tonnes to

power stations, 30 milllon tonnes to coke-and steel-making, 8.7 milllon
to other Industries and 1.1 milllon to households. In 1987 these figures
were, respectively, 46 mlillion, 26 million, 8.9 million and 0.9 milllon

tonnes, all showing a stagnant or regressive trend. For Jllanlte, the
amounts dellvered to power statlions and briquetting plants in 1983 were
111.1 mililon and 13.8 miillon tonnes ; in 1987 they were 93.5 and 18.5
mlillon respectively.

Between 1983 and 1987 the share of solid fuels In energy consumptlion
fell from 32.8 ¥ to 28.4 ¥ malnly due to a drop from 60.0 ¥ to 50.4 % In
power generation, whereas the decline In "other Industries" (from 15.1
to 14.5) was much less substantlial. Of the Industrial consumers, the
principal are the chemlcal, cement and paper Industries throughout.

2. councl| Recommendatlons of 24 May 1983

No speclflc measures were adopted by the German Government as a response
to the two Recommendatlions.

3. A _number of natlonal measures were however In force before 1983 and
have been thereafter ; they Include

- support to combined heat and power generatlion as provided under the
3rd Verstromungsgesetz ;
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- up to 35 % subsldy to Investments for the construction or
extenslon of coal-fired heat-producing appllances or conversion of
gas- or fucl-oll-flred appliances to coal (programme expired end
1987) ;

- 7.5 % taxfree grant for certain investments In the fleld of energy
productlon and distributlion (not for coal alone) ;

- grants (up to 20 %) for certaln Investments In the framework of a
programme almed to promote the agricultural structure. Under thls
programme about 2000 horticultural undertakings have been converted
to sollid fuels use ;

- support for Investments necessary for environmental protectlion
(speclial depreclatlion allowances, speclal loans).

The above-mentloned measures were complemented by other financial alds
granted by the governments of the Linder and the ECSC In the framework
of varlous programmes.

4. Uso of solld fuels in public bulldings

The efforts by the federal government as vell as the governments of the
"Linder" to promote, or at least maintain, the use of solid fuels In
public builldings have been successful ; In 1986 dellveries to the armed
forces totalled 726 000 and to other public Institutions 150 000, while
district heating consumed 3 370 000 tonnes of hard coal. In December
1987 the central government again underlined Its destermination to
promote the use of solld fuels In public bulldings.

5. Concluslons

- Several measures have been taken by State and prlvate Institutions
to promote Iinvestments for the use of solid fuels In Industry as
well as In publlc heating systems

- Betwoen 1983 and 1986 the use of coal In "other Iindustries”" was
slightly Increased ; but now that the fall In oll prices has made
Itself folt on coal use, the outlook for the latter Is not
britliant.

- A declislive year for the use of solild fuels In Industry and publlic

bulldings will be 1992, when the transitory rullngs under the
"Bundesemisslonsschutzgesetz" and the Implementing of "Technische
Anleltung Luft" wlll make it nscessary to adapt smali- and medium-

slzed coal-burning appllances to new onvironmental standards.
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Natlonal productlon of fuels In 1987 totalled 40 millton tonnes of
lignite, 38 mlililon tonnes boing supplied to power stations.

Coal Imports In 1987 amounted to 1.7 mlllion tonnes. These were
malnly for the cement Industry and power stations, where the
burning of lignite with a |low <caloriflc value requlires a
lignite/coal mlxture.

JThe share of solld fuels In the energy consumption of Industries
other than Iron and steel and eolectricity production rose from
22.8% In 1983 to 34% In 1987. 1In the household and small consumers
sector the share of solld fuels remalned more or less constant at
1.5%.

Councll recommondatliong of 24 May 1983

No speclific measures haveo been taken to encourage investment In the
use of solld fuels followlng the adoption by the Councl! of two
recommendatlions on 24 May 1983. At the time of the Councl!
declsion the Greek delegation had expressed reservations about the
two recommendations.

No other system of ald to Investment In the sectors covered by the
two recommendations has exlsted or currently exlsts In Greece.

« o« o

olactricity production

The 45% Increase In the consumptlion of solld fuels between 1983 and
1987 In these Industries Is due largely to the conversion to coal
of cement works. This conversion now completed, a marked Increase
In coal consumption In the "Other Industries" sector cannot be
expected.

The Greek authorlties are not trying to encourage coal consumption
In these Industries because the Infrastructure for coal handlling iIs
lacking and because these Industries are often sited near towns
where for environmental reasons extensive use of solid fuels Is not
desirable.
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The Greek authorlitlies are opposed to the use of solld fuels In
bullt-up areas, on grounds of environmental protection.

Conclusion

The Greek authorlitles have not taken any speclfic measures to
encourage Investment In the use of solid fuels following the
adoption of the two Councll recommendatlons. The Greek
delegation had In fact expressed reservatlions about the
recommendations.

No other system of ald to Investment In the sectors covered by
the two rocommendations has exlsted or currently exists In
Greece.

The cement industry Is the only one to have completed full-scale
conversion to coal, using own means.



29

1. Ganeral sltuation
Iretand’'s production of solld fuels amounted, In 1987, to some &5 000

tonnes of coal and 7.4 milllon tonnes of turf (peat). This latter fligure
represents a more than doublling of the 1973 figure and an Increase on
1983°'s level, but future levels may be lower as small, as uneconomlc

bogs are closed down.

Coal [mnorts In 1987 amounted to 3.3 milllion tonnes as compared wlth 1.4
mililon In 1983, a more than doubling which resulted from the building
of the Moneypolnt coal-fired power statlion. Of these Imports, 0.6
mlliilon tonnes were of Community, 2.7 million of third-country
provenance.

Dellverles of solid fuels were : coal, a total of 3.4 million tonnes of
which 1.6 milllon went to power stations, 0.4 to Industry (excluding the
coke and steel sector, which Is negligible) and 1.4 milllion to household
use ; lignite and peat, a total of 7 million tonnes, of which 3.6
million went to power statlons, 1.3 milllon to briquetting, and 2.1
million to other uses (household). Although peat dellverlies, especially
those to households, represent very considerable Increases on 1983
levels, they will be replaced by a decllining future trend for the reason
stated above.

consumption of solld fuels Increased by some 100%¥ In the perliod 1983-
1987. As a result of the new power-station, the share of solld fuels In
the energy consumptlon of electriclty generation rose from 16% to 45%;
In Industrlal uses, It rose from 13% to 19%, and In domestic uses from
47% to 57%.

2. Councl! Recommondations of 24 May 1983

There were no speciflic measures taken In ald of solid fuel use
Investments as a result of the Councli’s adoption of the two
Recommendatlons of 24 May 1983.

The measures In force In 1983, whlich were described in the Commission’s
Working Document of 8 May 1984, consisted of:

- grants under the Fuel Efficiency Survey Scheme of one-third of
conversion consultancy costs ;

- advice gliven on energy savings and swlitches to solid fuels In the
form of publlications and the services of Reglonal Energy
Conservation Offlcers ;

- and a Demonstration Grant Scheme under which firms changing to
solld fuels were grant-alded.
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Grants were also glven to Industry, particutarly the dalry sector, which
practiced energy conservation.

Tho measures continue, with the exceoption of the Demonstration Grant
Scheme, but the amount now set aside for than Is modest (IRL 300 000 per
annum). It should be noted that thoy relate to Industry only
(Recommendat lon 83/250/EEC).

3. Usa of colld fueis In industry

The Irlish governmont malintains that It cannot evaluate the effect on
solld fuels alone of measures which are not separated from actlvitlies on
the leve!l of general oneorgy effliclency. However, the figures for
Industry show an Increaseo In solild fuels' share from 13,5% to 19%, as
stated above, and thls included a substantial volume Increaseo In the use
of coal of no loss than 40% (0.42 mllllon tonnes as agalnst 0.30 million
tonnes In 1983). Thils represents a conslderable achlevement.

No change Is reported In Governmsnt policy on the use of solild fuels In
publlc bullding, where It Is encouraged where technically and
economically feaslible. As regards district heatlng, thls Is almost non-
oxistent In Iretand and no measures to encourage the use of solld fuels
In that area have been Introduced.

5 R anpl”hlgnn

- No specific measuros have been Introduced In Ireland as a result
of the two Recommendatlons ;

- A certaln number (though reduced) of measures In force In 1983
have been continued, though they are more In the general energy
fleld than that of solid fuels alone;

- A substantial (40% Iincrease In tho share of solid fuels in
Industry has becen noted;

- The future of coal, mostly Imported, soems assured In the fileld of
electricity generatlon. In the Industrial sector, It Is expected
that current levels of coal consumption will be maintalned,
subject to environmental accaptabl!lity;

- In the caso of peat, vory considerable Increases In dellveries
have been notod, but it must be cuesticnsd whothor there Is a need
for further Increasing consumption of a fucl which Is set to be
produced {n over decroasing qguantitles towards the close of the
century.
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Genoral sltuation
With the Sulcls coalmines not due to start up agaln until 1990,
Italy currently has no domesti¢ production of hard coal ; llgnlite
production Is 1.7 million tonnes.

lmports of coal amounted to 30.4 mililion tonnes In 1987 : 1.4

milllon tonnes from the Community and 19 milllon tonnes from non-
Community countries. Dellveries Invoived 9.8 milllon tonnes to
power statlons, 9.7 milllon tonnes to the steel Industry and coking
plants and 0.9 milllon tonnes to coal merchants who, In the main,
supply cement works. These figures do not Include the suppllies of
1.9 mlllion tonnes of petroleum coke.

Between 1983 and 1987 the consumptlon of solld fuels In ltaly rose

by almost 17%. While consumption In power statlons Increased by
40%, consumption In the other sectors remained more or less
constant or decreased.

The share of solld fuels in the energy consumption of {industries

other than Iron and stesl and electricity production dropped from
8.4% In 1983 to 4.0% In 1987. In the household sector the share
fell from 0.8% In 1983 to less than 0.4% In 1987. The share of
solid fuels In gross Internal energy consumption was 11X In 1987.

Councl! recommendations of 24 May 1983

There have been no speclfic measures taken to encourage Investment
in the use of solld fuels followlng the adoption by the Councl!| of
the two recommsndatlions on 24 May 1983.

The system of flnanclal ald to projects for the ratlonal use of
energy, as provided for by law No 308, has In certain cases been
used to support projects employlng solld fuels.

The use of coal In Iltaly Is, at present, promoted above all by
research, development and demonstration programmes run Jolntly by
companles, the national authoritlies and the Community. Fluldized
bed bollers and coal/water mixtures have received speclal
attention.

electricity production

Cement works have largely converted thelr klilns so soild fuels.
This Is very cost-effective In a period of high oll prices and was
done wlithout public ald. The share of solld fuels (including
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potroleum coke) In the total consumption of fuels by the cement
Industry rose from 4¥ In 1977 to 80% In 1985. It then dropped to
75% In 1986 and 70% In 1987, the decline In relatlon to 1985 being
due to extensive use of heavy fue! oll and natural gas.

The policy pursued by the Itallan authorlities in this sector has
been to promote where posslble the use of natural gas because of
its avallablllty and Its environmental compatibility. Nonetheless,
three small heatling networks use or will be using solld fuels for
part of thelr productlion of heat.

- Theore have been no speclfic moasures taken by the Itallan
authorlitlies to encourage Investment In the use of solld fuels
followlng the adoptlon of the two Counci! recommendatlions.

- Certaln projocts employing solld fuels have been promoted under
law No 308 on the ratlional use of energy and under the research,
devolopment and dsmonstration programme on new technologles
using coal.

- The cement Industry Is the only one to have achleved extensive
conversion to coal and petroleum coke by itself.

- The poor Image of coal In the public eye makes any promotion of
sollid fuels In ltaly a problem.
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1. Genoral

Luxembourg has no Indigenous solid fuel production. Coal Iimports
amounted to 153 000 tonnes In 1887 of which 10 000 tonnes was of
Community orlgin and 143 000 tonnes was Imported from non-Communlity
countries. Coke Imports totalled 1 322 000 tonnes of which 1 305 000
tonnes was from Community countries and 17 000 tonnes from non-Community
countries.

Solid fuel consumption depends largely on the steel Industry which
accounts for 90% of the country’s overall demand.

The proportion of solld fuel used to cover the energy reaulrements of
industrles other than steel and electricity generation rose from 22.1%
In 1983 to 27.8% In 1985. Following the drop In oll prices thls
proportion dropped to 20% In 1987. In the household sector the market
share of solid fuels dropped from 5.4% In 1983 to 2.5% In 1987.

2. Councll| recommendations of 24 May 1983

No speclal measures promoting Investment In the use of solid fuels were
Introduced on the basis of the two Councll recommendations of 24 May
1983. Nevertheless, a system of Investment alds for Industry and
business In general, which was already applicable before that date, was
prolonged and made avallable to provide support for projects Involving
the use of solld fuels.

3. Use of solld fuels In Industries other than steel and electriclty
generation

The Increase over the last few years In the share of solid fuels In
energy consumption of the above industries Is due to the Installations
of several undertakings belng converted to coal. As a result, coal
consumption has Increased by 10 000 - 20 000 tonnses per year.

4. Use of solld fuels In public bulldings and district heating

The posslibillty of converting heating systems In new bulldings to coal
has besn studied. As It was not certaln that these systoms would be
profltable, no projects were carrled out.

District hesating Is not used in Luxembourg.

5. Conclusions

—~ The Luxembourg authorltlies have not undertaken any speclific measures
to promote Investment Iin the use of solld fuels following the
adoption of the Councl! recommendations.
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- Nevertheless, support for certaln projects using solld fuels has been

provided under exlsting measures providing Investment ald for
Industry.

- As a result, some Industrlal iInstallatlions have been converted to
coal In the last few years.
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1. Genoral sltuation

The Dutch energy balance |s characterlized by large reserves of natural
gas together with a degree of dependsncy on Imported oll which has shown
very substantlal Improvement over the years since the first oll crisis
(degree of dependency, 1973 : 45 X ; 1986, 28 X). At the same timse,
energy demand has grown slightly (+5.5%). Other aspects of Government

pollcy Include diversificatlon In electricity generation
Including a smaller role for gas and a greater one for coal. It Is
possible that there may be a doubling of coal Imports In the 1990s as a
result. However, stringent environmental standards tend to Iimit

increases In coal consumption generally ; R,D&D efforts are concentrated
on meeting these.

The Netherlands has no Indigenous coal production, As regards |mports,
these amounted to 11.5 milllon tonnes In 1987, as compared with 7.8
ml)llon tonnes In 1983. pellveries to power stations amounted to 4.2
mltllon tonnes In 1983 and 5.1 mlillion tonnes In 1987 ; over the same
period dellverles to coklng plants and to the Iron and steel Industry
stood at 4.7 milllon tonnes In 1987 compared with 2.7 mitlion In 1983.
Other Industries Increased their demand from 0.5 to 0.75 milllon tonnes.

Domestlc deliveries showed a marked decllIne, at 30 000 tonnes Iin 1987
compared with the already low level of 70 000 In 1983.

Expressed as a proportion of industriatl and household energy
consumption, solid fuels amounted to 2.7 ¥ In 1983 and 3.4 ¥ In 1987
(Industry, Iron and steel Industry excluded), 0.4 % In 1983 and only
0.1 % In 1987 (domestic). Solid fuels as a whole took 9 % of total
primary energy use Iin the Netherlands In 1983 and 11 ¥ In 1987.

2. The Councll Recommendations of 24 May 1983

No speciflc solid fuels Investment measures have been Introduced as a
direct resuit of the adoption by the Councl| of the two Recommendatlons
of 24 May 1983.

3. Natlonal measures

Measures In force to benefit Jindustry have Included grants to
Investments aimed at the direct appllcation of coal as fuel (15 % of
Investment) and the conversion of coal Into coalgas to be used as fuel
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(10 ¥ of Investment). Those grants totalled 35 million FI, 1983-1987.
There were also grants of 10 % of Investment for tho Installatlon of
equipment to reduce emissions of S02. Investment grants wlll be
continued In a dlfferent form untll the beginning of 1991, though
supports to c¢oal use, In line with gas incentives, wlll only be
avallable In relatlon to CHP applicatlion. A 15 ¥ Investment grant for
CHP applicatlon Is available, under a 195 milllon Fl. budget provision

for three years.

As regards publlic buildings and dlstrict bheatina, the Dutch government
has no measures, or plans for measures, to stimulatoe solld fuels
consumpt ion.

Concluslons

- There has begen a modest degree of flnanclial support for coal
consumptlon In industry, but none for publlc bulldings and district
heatling.

- The consumption of coal In power statlions, coklng plants and
Industry increased sligniflicantly between 1983 and 1987, but In the
domestic sector It declined further from an already low level.

- Dutch pollcy Is to sesk to expand coal uss In the electriclty
sector first and foremost, and to concentrate efforts on research
to overcomo environmental and technologlcal barriers.
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1. Gepnoral sltuation

The Portuguese energy sltuation shows high dependency on Imported oil,
which represents 82% of onergy consumed and in the 1980's led to balance
of payments constraints on the development of other energles, though the
fall In the oll price has now ocased matters. The Government’s latest
onergy pollicy developments aro eoxpected to be made known late 1988
-early 1989. Solld fuel usage In industry Is at present belng studled by
the Government, but Is to some extent held back by the fragmented nature
of the solld fuel trade and of Industry Iitself, together with a lack of
Infrastructure for handl Ing.

Domestic fuel production (all coal, though reserves of lignite exlist)
amounted to 235,000 tonnes In 1987, which represents a modest Increase
on 1983°'s 185,000 tonnes.

Imports of coal Increased greatly between those two years (489,000
tonnes In 1983, 2,900,000 tonnes In 1987, of which only a tenth came
from other Communlty countrles).

Deliverles of solid fuels (coal) have greatly Increased, from 126,000
tonnes to power stations In 1983 to 1.9 milllon tonnes Iin 1987.
Industries other than the steel Industry recelved 109,000 tonnes in 1983
and by 1987 thils had risen to 820,000 tonnes, a substantial Increase,
due largely to conversions to coal In the cement I[ndustry.

Expressed as a proportlon of Industrlal energy consumption, solld fuels
Increased from 2.8% to 20% between 1983 and 1987, vell above their
overall national energy share which rose from 4% to 15% over the same
period.

2. The Councl| Rocommandatlons of 24 May 1983

No specific solld fuels Investment measures have been Introduced as a
direct result of the adoption by the Councll of the two Recommendatlons
of 24 May 1983, but Portuguese accesslon to the Community dates only
from 1 January 1986.

3. Natlional leglsiation

The maln governmental measures are
(a) Grants:

- Decreto-Lel 312/82, which has the effect of granting tax rellef to
firms Installing new energy saving equipment. This does not retlate
speclifically to solld fuels and It Is not possibie to estimate
what effect It has had In Increasing consumption of them.
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- Decreto-Lel 250-86 : this appllos to the Industrial, but not the
domestic fleld. It providos grants of 28% of Investment cost, up
to a maximum of 100 mllllon Escudos, for projocts which result In
the divercificatlon of enorgy sources or other ways of reducing
oll dependency. Ths sectors to which thls ald, amounting to a
total of 900,000 Escudos In 19237, was directed Included the
manufacture of coramics, toxtilea, poapoer and wood derlvatlives.
Simllar budgetary provislion has been made for 1988. It Is also
proposed to medify thlc leglisiaticen so as to Include plans and
studles for rational onorgy use generally, but only 1In the
industrial area ; It doas not appouar that any measures have been
directed towards publlc heating.

b) financing measures

The Portuguese Banco de Formanto Haclonal Is concldering, In conjunctlion
with the Government, mothods of encouraglng third-party flnancling for
projects.

c) promotional measures

It would seem that tho promotion of solid fuel uso Is officlally
entrusted to Peotrogal, the state-ownsd oll ccmpany. Most promotion so
far has been carricd out not by Petrogal but by the Spanish coal
trading body (Carboox).

4, S 8

- No speclflc measures so far taken in Fortugal can be attributed to
the Councll Recommendations ;

- There has been a relatlively favourable devolopment In Industrial
solid fuel use throught ths 1980’'s. It Is too oarly to estimate
the effoct of the governmaont’s 1986 legislation ;

- It may be questioned whsther Potrogal, as the state owned oil
company, Is the best agency for the premotion of solld fuols

- The Infrastructural bass for tho handling of solld fuels, together
vith the structure of the Imporlorsc’ nmuarket, neod to be oxpanded
and consolldated If sol!ld fuc! usgs ls to penetrate much further
outside the clectriclity scctor.
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The energy scene In Spaln Is at present characterlzed by a perliod of
transitlon following the adoption of the new National Energy Plan (PEN)
In 1984. This has eontalled restructuring of the Institutlons concerned
with energy production and distribution and the adoption of 1995
forecasts which, provisionally, see anh annual Increase In overall energy
demand of 2.1 %, a flnal demand for gas Increasing at 11.4 X yearly, a
minimal Increase In petroleum demand of 1.1 X and a marginal Increase In
solid fuels consumptlion (0.8 ¥, most of It due to the cement Industry).

Production of hard coal In Spaln has amounted to 22.6 milllon tonnes In
1983 as compared with 19.3 million tonnes In 1987. Lignite production
was 17 million tonnes.

Pellverles of coal have stayed at the 20 million tonne mark for power
stations and have risen slightly for Industrles other than Iron and
steel, from 1.8 million tonnes in 1983 to 2.7 mililon tonnes In 1987,
the Increase beling largely duo to the cement Industry. Delliverles to
household and other users have shown no significant development. For
llgnite, delliveries to power statlons have remalned constant at 16-17
milllon tonnes.

Spanish Imports of coal from third countries have risen sharply from
5.9 milllon tonnes In 1983 to 9.2 ml!lllon tonnes In 1987. The share of

imports In total coa! resources has risen from 20 ¥ In 1983 to 32 ¥ in
1987. As regards the share of solid fuels In the country's primary
energy use, thls has remained at 27 %; the share of solld fuels In
industrial energy consumption has remalned at 13-14 ¥ and In household
consumption at 3-4 %.

2. The Councll Recommendations of 24 May 1983

No measures to encourage solld fuel consumptlon have benn taken as a
direct result of the two Counci! Recommendations, but It should be
remembered, as In the case of Portugal, that Spain has been a member of
the Community for two years only.

1. National measures In force

Through what has become the IDAE (Energy Savings Institute) grants were
glven from 1984-1987 to projects designed to replace hydrocarbons by
solld fuels. These grants totallied 373.8 milllon pesetas (2.7 MECU) and
gave rise to 0.46 mlllion tonnes of extra solid fuel burn. The grant
scheme has not operated since 1987.
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The DGM (Energy MIinistry’s Mining Department) has since 1986 glven
grants to research and development In the fleld of fluildlized bed
combustlion. Grants have also been mado by OCICARBON (Coal Research
Organization) to a total of 224 mllifon pesetas (1.6 MECU) for fluidized
bed Installations.

3. Concluslong

- The consumptlon of solld fuels gsnherally In Spain Is stagnant and
has been at the same level for a number of years ;

- Government efforts have been In the fleld of research and
development, and have not been directed particularly at Industrial
or public use of sollid fuels ;

- Although solld fuel use Is scheduled to Increase by 1995, It Is not
clear how thls feature of the National Energy Plan will be
achleved.



1. Gonoral sltuation

With 1ts conslderable resources of oil and natural gas as well as
coal, the UK occupies a unique position In the Community. Overall,
its tondency has been to Increaseo energy consumption over recent
years (1982-1986) though not ahead of tho growth of GDP,
Government policy on energy generally favours the operation of
market forces and measures, such as energy efflclency programmes,
which can be provided by the market.

As regards domestic solid fuols production (virtually all coal at
the present time), this amounted to 120 million tonnes In 1983 but
underwent a conslderable reduction thereafter and now stands at
105 milllon tonnes.

Imports of coal amounted to 4.4 million tonnes In 1983 but by 1987
had grown to 9.6 m.t., nearly all from non-EC countries.

Deliverles of solld fuels (coal) have remalned falrly constant
over the poriod (making allowances for the 1984-1985 mlners’
strike). In 1983 dellveries to power stations amounted to 85
milllion tonnes, and this Is also the flgure In 1987. In 1983 and
1987 there were 12 million tonnes dellivered to coklnhg plants
(amounts dellvered to steelworks are negligible). In 1983 Industry
recelved 7 milllon tonnes and the household (and public bullding)
sector 8 millllon; In 1987 the figures were 8.5 milllon and §.§
mlllion tonnes respectively, showing a falrly pronounced decllne
in the latter case.

Expressed as a proportlion of industrial and household energy
consumptlon , solid fuels amounted to 14 % In 1983 and 17 % In
1987 (Industry), 15 ¥ In 1983 and 11.5 ¥ In 1987, the household
sector agaln showing a declline In the use of coal.

2. The Councl| Recommendatlons of 24 Hay 1983

No speciflc solld fuels Investment measures have been Introduced
as a direct result of the adoption by the Council of the two
Recommendat ions of 24 May 1983.

3. Natlonal measures since 1981

The ¢oal _conversion scheme Introduced as long ago as May 1981 was
reported on In the Commission’s working document of 1984. It
involved the provislon of grants to Industry of up to 25 % of the
capital cost of conversion to coal of oll and/or gas-flred
equipment. In 1983 the United Klngdom Government reported that
grants had been offered, In that year, totalling £ 18 million to
137 projects; thls was estimated to result In 900 000 tonnes more
of coal burnt per annum.

The UK Government reports the closure of the coal conversion
scheme In June 1987, by which time grants totalling £ 49.7 milllon
had been offered to 423 companies, on projects with an annual coal
burn totalllng 2.7 milllon tonnes; a further 27 projects offering
coal burn of 0.5 m.t. per annum are "In the plpeline".
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The obJect of the scheme throughout has been to enable Industry
(including cement, textlles, goodstuffs, chemlcals and paper) to
becomo more Independent of fuel oll. However, towards the end of
iIts life the takeup of the scheme had become very disappolnting
and this |Is probably attributable to the now much reduced (even
negative) price advantage of coal over fuel oll. Even so, resulis
from the scheme were gensrally above targot.

Since the closure of the governmont scheme, thls area of activity
has passed to Britlsh Coal, who are operating a modost flnanclal
package Involving the provislion of malnly loans for installatlions
In both public and private sectors. It Is too ocarly to say how
this wlll operate and what -effect It wlll have on Increasing
consumption.

As regards public bulldinas, the Commisslion was Informed in 1984
of the practlce of favourling tenders Involving coal-flred systems
by means of a national § % discount of their cost. This sltuation
has not changed. In the case of dlstrict heating and comblnod heat
and powor, the most significant scheme In the Unitod Kingdem -~ the
Nottingham CHP scheme to provide heat to Industry, commercial
buildings and domestic premises —Is operated by British Coal. BC
has declared Its willingness to lend money under Its flnanclal
package for tho constructlon of coal-fired bollor plant. The
Government has agresed to this .and British Coal has expressed a
desire to obtain Community interest-rebated loans which would have
the offect of making Its own financial packages more attractive.

The exchanaon rate guaranten scheme for ECSC loans, operated by the
British Govoernment, has now terminated for new borrowers. For
oxlisting borrowers It will continuse untll about 1991, at a cost of
£f1-£ 2mlllion a year.

6. Conclusions

No speciflc measures have been taken In tho United Kingdom as a
result of the two Councll Recommendatlions.

The coal conversion schems existing In 1983 continued until
1987 and Is ostimated to have Increased coal consumption by 2.7

million tonnes a yecar. Vhile It Is true that coal consumption In
Industry stood-at 7 milllon tonnes in 1983 and by 1987 had risen
to only 8.5 mllllon tonnes, thils roeflects Incroased efficlency iIn

coal use and plant closures.

The Coal Converslon Schem2a has boen replaced by a Britlish Coal
schemo based on loans, the effects of whlich cannot yet be
foreseen. Gengrally, British Governmant pollcy s now to glve much
less emphasis to Its own ‘Interventicns than to commercial
operations by th2 Briticsh ' Coal direct with industry.





