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THE ROLE FOR COAL IN COMMUNITY ENERGY STRATEGY

INTRODUCTION

1. In its Communicaticn to the fLouncil on the Development of an Energy
Strategy for the CmmmunityT the Commission emphasized tﬁe need tc reduce
the Community's dependence on oil by positive measures to encourage both
more rational use of energy and more diversified energy suppiies.

. {
2. Loal has a very important role to play in this context. The world’s
reserves are large, on some estimates four times those of oil and gas
combined. Tegether with nuclear energy coal is the main substitute for
0il in electricity-generation; and together with natural gas the principal
alternative to oil in heat=raising elsewhere in industry. Moreover its
price has become increasingly attractive in relation to that of its
competitors, and especially oil. '

E .

3. And yet the use of c¢oal within the Community has not expanded
significantly since the first oil crisis of 1973774. 1In 1980 the
Community consumed 314 m tonnes compared with 310 m tonnes in 19?32.
Some of the reasons for the lack of progress lie in the intrinsic.
nature of coal itself. Weight for weight its caiorific value is only .
50-75% of that of oil; it is more difficqtﬁ to handle and transport;
the coal "chain' from mining to delivery to the consumer is long:
prdductionf storage and use raise potentigt environmental problems.
8ut other explanations for hesitation must be sought in the costs and
risks of conversion; uncertainty about future price deveLopnents,
doubts about availability and secur1ty of supplies; and a more general
uncertainty about the importance effectively given to coal in the '

energy policies of Member States. .

TComM(81)540 final.
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Jver the same period, however, world c¢oal output rose from h,Z bn tonnes
to 2.8 bn tonnes.



4, The Commission is in no doubt about the need to overcome the
hesitations. Givan the uncertainties attached to the future of nuclear
power in the Community fon which the Commission is transmitting a
Guppweabe Coiicoeivg I The Taunnil), and the constraints an the
contributicn of natural gas, the Communi;xfs markets for coal must be
opened up more guickiy. But the hesitations will not be overcome
without further positive steps by Member States gnd by the Community
itself. This paper examines what needs to be done both to overcome
the main constraints on the side of demand and to ensure secure and
economic supplies to meet that demand. In its suggestions for the
encouragement of investment the paper complements the Commission's

separate Communication on Investment in the Rational Use of Energy.

5. Except where otherwise stated, lignite and peat are excluded from
the analysis and proposals gutlined below, which'concentrate on hard
coal and especially steam coal. The specific problems of coking coal,
tied as they are to the future of the steel dindustry, are not considered
in detail. The.Commission, however, draws attention Ep the potentially
serious shortage of coke-oven capacity in the Community during this
decade. Much Community capacity is old and investment rates are low.

1f likely future demand is to be met (Table 1, paragraph & below),
investment of some 180-~200 MECUs a year will be required between now

and 1990, compared with actual expenditure of 110 MECUs in 1987,

I ~ COAL DEMAND

(1) PROSPECTS IM THE ABSENCE OF POLICY CHANGES

6. In 1980 the Comi'.ssjon suggested 55 a central case that the Community's
demand for coal could ~ise from its then level of a Little over 300 mt

to 370 mt! in 1990 and 580 mt in 2000. At that time equally optimistic
forecasts were being made for the industrialised world as a whole, on

the assusption of a rapid return to » sustained rate of economic growtn

-
fwgures throughout the paper are given in coal tonnes, without adiustment
Tor the calorific values of different coals making up the balance.



of 3~3.5% a year. Two years lLater such forecasts seem unreaListicaLLy‘
high. In common with other forecasters the Commission has therefore
revised downwards its view of (ikely market developments 'in relation

to a scenario for economic growth consistent with the assumptions
underiying the Community's Fifth Medium=Term Economic Policy Programmeq.
Table 1 below gives the likely upper [imits to Community coal demand

in 1990 and 2000 and a broad breakdown by demand sector, on the

assumption of average anquaL economic growth of 2.54 a year 1980-20005

TABLE 1. Forecast Coal Consumption -~ EUR-1O

1980 1990 2000

Mt . % Mt 3 Mt %
TOTAL : . 316 100 | 260 100 [{SOO 100
(of which) : : : i ‘ :
Electricity~generation 184 58.6|'220 ' 61.1 (320 :64.0
Inputs to coke-ovens 88 28.0! ‘90 25.0 95 19.0
General industry 14 4.5 ‘;S - 6.95 55 11.0
Domestic and other o a '
(including cocal gasif= 25 8.9 25 6.95 30 6.0
ication and (iquefaction) i U

It must be stressed that the Commissibﬁfis not presenting these figures
either as desirable Community objectiVéé or as technical or economic
upper Limits to Community coal use oéeb the period ub to 2000. They
are simply a point of reference for thefanglysis of constraints that
follows. The actual level of coatlcohsumption will depend on the

will and determination of the Communit} to overcome the constraints

and to act upon the proposals outLinédibeLow;j ‘

Tcom(819344 final.



7. Table 1 shows that electricity~generation can be‘expected to continue“
to account for the largest share of Community c¢cal consumption, with A
" that share increasing to some 64% of the total by 2000. The absolute
Level of coal demand will therefore be very heavily influenced by

overall growth in electricity demand, the rate at which Member States
move out of cil and gas in electricity—generation and the pace of
development of nuclear power. Electricity demand growth is expected

to continue to be higher than the growth of overall energy demand

and it could be even higher than assumed here (3.5% a yéar) to the extent
that there is more rapid electricity penetration in the héat market

in the industrtal sector, displacing hydrocarbons. The extent of

such a trend is héwever particularly difficult to forecast.

8. The market for coking coal is dependent very largely on the future
of the Community's steel industry. In;present circumstances it is
unreasonable to postulate any significant increase in demand above the
1980 Level. Elsewhere in the industrial sector, however, the scope for
substitution of oil by coal is relatively large. Tabie 1 assumes a
four=fold increase in coal use in general industry from its current
modest level, and still more 1is possible. Significant progress has been
made already in the cement industry. In other branches of industry,
especially those which are energy-intensive, improvements 1in traditional
combustion techniques and the commercialisation of the most modern
technologies such as fluidised bed cembustion should help to stimulate
change. But there are numerous probLem§, which are diécussed.further
below. An expansion of direct coal usé;ﬁn the domestic sector is
unlikely in the Community as a whole, pq; there is scope for significant
growth in indirect domestic use by mean;Aof district heating schemes.



9. A particular uncertainty in the Léﬁé—term forecasts relates to
the potential new markets for coal as the raw material in the
production of liquid or gaseous fuels. . The size of these markets
will depend on future trends in the priceof coal itself; the price
and availability of oil and gas from more conventional sources;

as well as the success of research, development and demonstration
(R, D & D). The best expert advice available to the Commission
indicates, however, that the demand for coal as a raw material

is unlikely to be a very significant element in overall demand

for coal within the Community over the next 20 years.

(ii) ENHANCING THE PROSPECTS FOR COAL USE

(a)} Greater price transparency

10. Over the past few years there has been a significant increase
in the price of steam coal on the world market in response to inc¢reased
demand worLd~wide1, The price of steam coal to consumers in the

Community has however remained competitive with that of oil products

TThis resulted largely from increased demand for coal in electricity~
generation, wnich rose by 25% for the IEA as a group and by 31% in
the Community as a whole 1973-1980.

In contrast to the trends in steam coal prices, those of coking
coal, traditionally significantly higher, have moved upwards much
more slowly and differentials with steam coal prices almost
eliminated. An upturn in demand for ccoking coal would be Llikely
to lLead to pressure to reestablish these differentials.



to a degree which at first sight would appear to be sufficient

to compensate for coal's inconvenience and to provide some incentive

to conversion from oil= to coal~fired installations. Uncertainty,
however, about whether coal's existing price advantage can be maintaine
in the longer—term is one important obstacLé,fo the more rapid growth
of Community demand. An acceleration in the growth of coal use wiltl
therefore require the encouragement of a climate of confidence in the

future availability of coal at competitive prices.

11. No-one can forecast precisely how the price of cocal on the markets
of the Community will move in relation to that of alternatives over

the coming years. A great deal will depend on the success of action

to meet potential difficulties on the suppty,side which is outlined
below (paras 33 ff) and it is for this reason that the Commission prow
this action. But a precondition of greater confidence about the future
better understanding of present trends with regard to prices paid withé
12. A Large share of coal produced within the Community is sold

at prices aligned on those of imported coal. The Commission’s
responsibility is to ensure that this alignment is practised on a

basis consistent with the ECSC Treaty and subsequent ECSC

decisions. To that end the Commission has access to regular informatio
about both domestic coal prices and the prices of imports. It

receives regular information about pit—head prices of Community coal;
the main details of contracts for both comestic and imported coking coe
and gquarterly information on volumes, source, calorific value and avers
cost of steam coal imports for use in power stations. This informatior
is used by the Commission to calculate and publish an indicative floor

price for coking coal produced in the Community and a Community average



13. There are a number of shortcomings in the information available

to the Commission. In particular the pit—head prices of Community coal
are not prepared on a fully consistent basis, reflecting comparable
treatment by all Membver States of production subsidies. Nor do they
always provide an accurate reflection of the prices paid by the consumer,
given the incidence of transport, handling costs; alignment rebates

(paragraph 12) and wholesale margins.

14. Yore importantly from the point of view of improving general
knowledge of how the ccal market operates, the detailed information
available to the Commission in the context of its responsibilities under
the ECSC Treaty is provided on a confidential basis. - The published
information is thus of only limited use in the wider context of

general market transparency.

3

15. The Ccmmission believes, therefore, that in order to apply these conditions
most favourably to the development of coal consumption, some improvement

in the quality and detail of information available to potential cecal consumers
about market trends should and can be made. In its Communication to the
Council on Energy Pricesqit empnasized the need for greater transparency

of all erergy prices as an essential element in the developmenﬁrof '

rational pricing pelicies and thereby in the encouragemenit of sensible

action by investors and consumers, In its initial Conclusions of

3 December 19812 the Council endorsed the importance of a general improvement
in transparency. Coal should clearly be included in this process. Indeed, the
existing flow of information to the Commission should perhaps make it easier

to identify more rapidly than in other sectors what is feasible.

1coz-i(81 )539 final

2., .
762nd meeting of the Council



The Commission intends both to seek improvements in the information
available to it about coal prices and to consider how best to make
greater information more widely available. Specific improvements

in the quality of information will be sought:

-~ from Community producers by modifications to ECSC Decision
72/443 on the notification of prices applied to different

categories of consumer in different regions ;

- from Member States, by the extension of existing arrangements
relating to information about prices of steam coal imports. ECSC

Decision 7?/7072 applies only toc steam coal for power station use

and provides simply for aggregated data;
. |

- by means of wider consumer surveys.

(b) The Stimulation of Investment

t6. The gbstacles to investment in coal-fired boilers in general

industry were analysed in some detail in the Commission's Communication
to the Council on the Substitution of Coal for 0il in Other Industries”.
This analysis has been taken up and developed in the Commission's more

recent Communication on Investment in the Rational Use of Energy.

104 L297/45 of 30.12.72.
200 1L292/11 of 16.11.77.
Scom(81)229 final.




Broadly the picture is that many industrial users are deterred

by the long pay—-back periods and appear-reluctant to convert

at least until their installations reach the end of their natural
Life~time (because of the "youth" of m?ﬁy oil-fired installations
a large percentage have still many yea?s to run). This reluctance
varies according to the importance of .energy costs in total
manufacturing costs of the industry cohcerned and the financial
situation of particular industries. In the present financial

and economic climate, however, the general tendency throughout
industry is to make finance available as a first priority to

new investment in the manufacturing process itself rather than

to more efficient ways of raising heat.

17. Some Member States (e.g. France, United Kingdom) have already
taken action to help overcome the understandable reluctance of
investors. The Commission intends to monitor closely the experience
of this action at national Level and to consider the need for
complementary efforts, whether at natipnat or at Community level,
and the most appropriate form which they should take.

18. The Commission believes that in anyvcase a clear political
commitment by Member States to encourage conversion to coal would
be a very helpful element in removing any remaining doubts\on the
part of potential investors about the importance attached by the
Community and Member States to such investment. Such a commitment
should apply to the encouragement of coal use not only in general
industry but also in public buildings and in district heating,
whether from heat sources alone or from combined heat and power

installations, which offer particularly attractive possibilities.
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The Commission
nocw seeks the agreement of the Council to two Council Recommendations

(EEC) intended to encourage investment in coal-fired installations in
general industry (Annex 7a) and public buildings and district heating
(Annex 1b). Under the terms of the instruments propcsed, Member
States are recommended to take all the measures necessary to encourage
investment in conversion and reconversion to coal in these sectors

and to report annually to the Commission. The Commission would
monitor closely what steps are taken and make any necessary

proposals to the Council.

(¢ Refining the technoleogy of coal use

19. The prospects for increased coal use can be enhanced by a
continuation and reinforcement of efforts already under way to
improve the efficiency of existing methods of coal use and to develop

and commercialise new technologies.

20. These prospects are particularly favourable in the heat sector,
where substantial progress has already been made in recent years

in the development of technologies such as fluidised bed combustion;
in the use of mixtures of coatl and oil and of coal and water; and

in improvements in boiler design and control. Many of these
developments should be of general application to industry and

they will also be of value in improvinéhthe efficiency and flexibility

of power~station operations.
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27. One area to which renewed attention must now be given is the
development of more effective uses for the waste produced in the coa
combustion process. Annual consumption of S00 m tonnes of coal as
forecast for 2000 would produce at least 75 m tonnes of waste and as
For environmental reasons as well as those of efficient resource

use efforts must be stepped up to turn it to more productive use

(see paragraph 32 below).

22. R, D and D on the process of conversion of solid fuels to

liquids and gases is in a separate category. As noted above

(paragraph 9), it offers the prospect eventually of opening up new
markets for coal. The processes involved are already well understoo
but they need to be considerably refineg before their large-scale
technical and commercial viability can be determined. 1In the presen
state of knowledge gasification appears the more promising of the
two, both from a technical as well as”ah economic point of view,
offering the prospect of a range of gasés of different calorific
values that can be used for heat-raisiﬁé in general industry, as

a raw material in the chemical industﬁy; in efficient combined

cycle operations in power stations, and'for combined heat and power.
Liquefaction, on the other hand, faces more difficult technical
problems and its potential 1is restricte& largely to the transport,
heat and chemicals sectors. But a more‘definitive judgment about
the prospects for either gasification or liquefaction wiLg not be

possible without a great deal of further work. -
N



23. It is important that the Communi{}-as such should play an active
role in encouraging the necessary technqLogicat developments to enhance
the prospects for coal use. Member Stétes already accept the logic of
Community involvement generally 1in suppqrt of energy R & D; and support
for R & D on improved coal production"éhd coke oven techniques, and
-mining safety has been given by the ECSC Budget. In theory the ECSC
Budget coutd be used also to finance R & D on new and improved methods
of coal use. In practice, however, the level of obligatory expenditure
from it; the need to maintain, and if possible increase expenditure

on R & D to enhance productivity in the Community's mining industry
(paragraph &40); and the impossibility in present circumstances of
increasing tne revenue side of the Budget by raising the ievy aon coal
and steel produced in the Community rules this out Tor the foreseeable
future. The Commission therefore believes that Community involvement
in this field will of necessity imply recourse %o the Community's

generat budget. It will make specific proposals accordingly.

24. Going beyond R & D, the Commission,reemphasises the importance
which it attaches to the demonstration ¢f the technical and commercial
viability of new processes. Some Member States have shown by their

own actions the degree to which they share the Commission's analysis

on this point: the German government, for exsmple, has embarked on

a S—year programme on coal gasification.and {iquefaction, involving

a total projected commitment of 1 bn DM (400 m ECUs). The Council

has recognised the importance of Community involvement in this pgrocess
by agreement to a 4~year programme of support for demonstration projects
in the same field, subject tc a financial ceiling of 50 mECUs. The
Commission in 1980 proposed a doubling of this ceiling. As to the longer
term future of this progremme the Commission wiLL be making proposals
Later this year. At the same time it will propose simitar programmes

in the fields of new combustion technologies anc use of cozl waste.



- 13 -

R, D and D has a vital rdle to play in enhancing the prospecis for
coal use. Support from the ECSC budget for R & D to enhance coal
production and ccke-—oven technigues and to improve mining safety
should be complemented by recourse to“the Community®s general
budget to develop new and improved methods of using solid fuels

{including lignite and peat ).

Moreover, Council decisions must soon be taken about the future

of the Community®s exisiing programmes for demonsiraiion projects
in coal gasification and liguefaction; and about upecoming proposals
for similar programmes covering new combusticn technologies and

the use of coal waste.

oY

(&) The Treatment of Environmental Problems

25, The impact on public health and on: the environment of the production

and use of all forxms of energy demands ‘careful attention.

Cozl production and utiliza;ion do not form an exception to this rule
and, moreover, pose certain specific preblems, Recognizing‘tﬁese
provlems, the Commission caused a special study on this topic to be
_carried out1 which has supplemented othér studies and reports prepared

both in the Member States and by various international organizations.

T .
The Environmwental Impact of Fuiure Coal Production and Use in the EZEC

ERL, London, October 1981
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The conclusion to be drawn from such studies is that the'likely

effects on public health and on the environment of increased coal

use within the Community are not such zs to lead the public anthorities to
glow down efforts aimed at conversion to coal; provided that a certain
number of measures sre itzken to prevent or’'limit the pollution

phenomena that an increased recourse to ceal canncet but engender.

26. 'The main form of pollution resulting from coal combustion is
the asscciated emission of oxides of sulphur, oxides of niirogen

and suspended pariiculate matter. The effects of this peliution

are feli, in the first place orn the ground in the neighbourhood

of the cenires of consumpiion. It alse has effects in other

regicns through long-distance transport of the pollutants which,
undey certain combinaticns of aimespheric conditicms, may contribute

to the formation of acid rain. The latier decerve close atitention in the futwe.

27. Various measures have been tzken and applied tc limit these
enissions to acceptable levels on grounds of beoth public health
and envirommental proiection. At Community level this invelves,
in particulgr, the application of & Directive1
setting quality norms for S02 and susperded particulates that must

not be exceeded.

i e . -
Council Directive 80/779/EEC of 15 July 1980, 0J L 229 of 30.8.1980



28. It is the responsibility of the Member States to put this
Directive into peration by taking thé;appropriaie steps to
observe the norms either by facilitating the dispersion of the
pollutants or by limiting the amount{ﬁf sulphur and dust released
by the combustion of coal (through, for example, the use of low
sulphur coals, application of desulphurisation technigues or the

installation of flue gas scrubbers).

In applying the Directive the Member States should also identify
the areas most affected by the emissions in question, prepare
plans for the progressive reduction of pollution in those zones

and submit their schemes to the Commission.

Being aware of the large investments?pécessary for desulphurisation,
the Commission has sought, and will qbgtinue to seek by means of

R, D & D programmes, to encourage the development and utilisation
of new combustion techniques and, in particular, the use of the

technique of fluidised bed combustioq.(see paragraph 20 -above).

29. At the international level, the Community and its Member States
are party to the international convention, set up within the framework
of the Economic Commission for Europeq(Geneva), on long-range trans—
boundary air pollution from sulphur ehissions which was signed in
Novenber 1979.



30. The emission of CO2 resulting from -the combustion of all solid
fuels, cornstitutes another form of pollution. The concentration

of 002 in the atmosphere and its possible effects on temperature

are not well understood and form the subject of research at
international level. The latter must be pursued. The Community
finances some of this work under the research programme on climatology

which began in 1980.

21. As noted earlier (paragraph 21), further research and development

is desirable on a more productiive use for the ash and other waste

produced in the coal combustion process. Ash is already used as a
comporent in cement and concrete and, together with other residues

of coal-burn, could be used as material for construction, road~building,
quarry infill and land restoration after opencest mining. The

Commission will shortly take the initiative in bringing together the
industries concerned to examine with them ways of making the best possible
use of these residues.

32. As far as coal production is concerned, the impact of deep mines

on "green figld” sites can be reduced if certain precavtions are

taken from the beginning and the installations are appropriately
designed. The preliminary impact studies advocated by the Commission
should play a decisive rdle in this respect, as well as in the

search for the most suitable ways of iamproving the transport, conversion and

utilization of growing amounts of colliery spoil.

I'or opencast mining, the initial impact is substantial but temporary.
In relation to this iype of wnining operation  techniques for land
reclamation have made significant prougress over the pasti few years and

should be systematically applied.



The utilisation of coal causes certain problems from the point of
view of protecting public health and the-éhvironment. They are,
however, not of such an crder of magnitude which would prejudice

a Community policy aiming at higher coal use. DBut this necessitates
the sysiematic implementation of appropriate, preferably preventive
measures, the application of available modern technologies, and

the development of new technologies,

The Commission will ensure that Member States respect Community
legislation concerning the emission of SOz‘and particulates and will,

if need Vve, develop further the Community's legislative insiruments.

The Community must continue, particularly through iis H&D programmes, to
promote the dewvelopment and demonstiration of less-polluting combustion
techniques and to play an active rdle in .international éooperaiion on

the control of transboundary pollution.

Greater efforts must be made ﬁy the Commgq;ty and its Member States:

-~ in the field of research agimed at improving the understandiné of

the possible climatological effects of'CO2 emissions;

to make use of coal combustion residuss, and particularly of fly ash;

- to investigate, before the opening of new mines, the most appropriate

means of minimising the effects of mining operations on the surroundings.

IT. - COAL SUPPLY

33. As noted-earlier; the prospects for increased coal consumption in

the Community over the coming years are inextricably bound up with those for
additional secure supplies at competitiveﬁﬁfices. The willingness of
investors to install new systems of combustion presupposes confidence about
the longer-ierm availability of such Suppiies, Baqually, however, the de#eiOp—
merit of production capacity, whether at home or avroad, and of the associated

o

hardling ard ftreatment installations and infrastructure (ports, railways,

on

shipping, slurry pipelines and so on) will require investment on a very
large scale which cannot be justified in the sbsence of reasonable prospecis

for future demand.
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34, Sinée 1973 Community coal output has never returned to its
1973 Llevel (270 m tonnes) despite the objectives agreed by the
Council in ’i‘)?l?‘l which presupposed the return to and maintenance
of this lLevel of output under economically satisfactory conditions
through to 1985. Consequently the contribution of indigenous coal
to the Community's total coal requirements has declined and that

of imported coal has experienced a steady rise:

TABLE 2 STRUCTURE OF COMMUNITY COAL SUPPLY
1973 and 1980

1973 1980
Mt 4 Mt 7%

Community production . 270 %0 | 2472 77
Coal imports: : 30 10 74 23
(of which)

Industrialised World 3 (142 4.7 | (57 17.7
Centrally planned economics (CPEs) (16> S.31 (17 5.3
Developing countries (LDCs) : M - G -
Total available supply y 300 100 | 321 100
Stock vam‘ation4 +10 - -7 -
Gross inland consumption 310 - 314 -

1
Council Resolution of 17.12.1974, 0J €153, 9 July 1975.

2Provisionat figure for 1981 = 245 m tonnes.

3PrincipaLLy Poland. Polish imports rose toc 16 m tonnes in 1976
but declined to 13.7 m tonnes in 1980 and 4.8 in 1981.

4

+

withdrawals from stocks
addition to stocks.

it
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35. On present trends the figure of 270 m tonnes is unlikely to

be met, if at all, until close to the end of the century. This
judgment, which is in line with that of the Association of the Coal
Producers, of the European Community1, calls into question the
usefulness of the present objective and indicates the need to take
a new look at the problems and prospects for the Community industry

in the light of devetopments since 1974.

36. Such a judgment alsc mesns that over the coming years, the
bulk of the Community’s additional requirements for coal will

have to come from imports. On the assumptions made in paragraph 6
above, coal import requirements in the year 2000 could be three
or four times the present level. The ayaiLabiLfty of supplies

on this scale cannot be taken for granted and specific potential
problems need now t¢ be addressed by the Community, including: the
implications for security of supply. These issues are considered

in paragraphs 43 to 58.

(i) THE PROBLEMS AND PROSPECTS OF THE COMMUNITY'S COAL INDUSTRY

37. The bulk of Community coal is de§p7mined and moét of it,
largely for geological reasons, more costly to exploit than coal
from overseas suppliers. The current Community production can be
divided into three broad categories in terms of its economic

viability and its competitivity with imports:

1 i
Western Europe's New Coal Economy, CEPCEQ, November 1981.
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(a) 50-60 m tonnes (20-25%) which is profitable on any

calculation, and fully competitive with imported coal;

(b)Y 140-150 m tornes (60-65%) which is currentiy unprofitable,
though in many cases only marginally sc. Its competitivity
with imported coal depends on both trends in production
costs (which can be improved by productivity improvements?
and movements in the cost of imported coal (these can be
heavily influenced simply by changes in the value of

the US dollar against Community currencies);

(¢) 40 m tonnes (15%) which is wvery ~ unprofitable and
uncompetitive, with production costs more than 100%

above the delivered cost of imports"

38. The maintenance of unprofitable capacity would not be possible
without the systems of support which have been developed in all

:he Community's coal-producing countries (see Annex 5). In the

>ast seven years, despite sharp rises 'in thepriceof imported coal,
the cost of this support has tripled in;nominaL-terms and doubled

in real terms, moving from 1350 MECUs in 1975 to 3844 MECUs in 1981.
This is equivalent to 5 ECUs per tonne in 1975 (or 15% of total sales
revenues’) and 16 ECUs per tonne in 1981 (or 23% of total sales
revenues). The Member States concerned. have found it increasingly
difficult to finance this support, especially at a time of growing

pressure on government budgets.
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39. The involvement of Member States serves a twin objective. First,
there is the social cobjective of maintaining employment, often in
regions where coal production is, alongside the depressed steel
industry, the only main economic act1v1ty and the scope for
redeployment of the labour force therefore extremely L1m1ted

Second, there is an energy policy ob]ect1ve related to the maintenance
of at least existing levels of production capacity : the cost of
maintaining this capacity can be seen as a kind of premium paid

by society as a whole in each of the countries concerned for the
greater security of supply which domesfic production should bring

and insurance against seriously adverse price developments on the

world markets.

40. There are four main ways in which‘the general situation of the
industry ,can be improved and the grow1ng cost of this premium
reduced. Inevitably, however, the 1ncreased modernisation of

the industry to which they will contribute, will have implications
for total empLoymentZ. These will reeufre particular attention by
Member States and by the Community under the ECSC Treaty:

1Some 500 000 people are currently employed directly in coal mining
in the Community. Together with ancillary and related industries
(trading, transport, mining equ1pment, processing, etc) the coal
sector employs at least 1 m.

2In this context it should be remembered that the wages bitl of the
coal industry accounts on average for 60% of total costs. Since
1973 miners' wages have risen on average by 3-4% a year in real
terms, much the same as total costs in the industry. The future
cost structure of the industry will depend on the irteraction
between improvements in productivity and the evoli.:’™ . of

the total wages bitl.
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ki) the more widespread application of modern technology

to parts of the industry where this seems Llikely to
produce positive results(the capacity described in
paragraph 37 b). The scope for substantial improvements
is Limited, however, by the high degree cf mechanisation
that already exists at the coal face, though there is
certainly potential for continuing modernisation of some

of the processes away from the face itself;

{(ii1) increasing the rate of equipment use. At present

the average rate of equipment use, especially at the

coal face,. is about 20-30% of the theoretical potentﬁaL1
This is a very low rate aqgisubstantiaLLy reduces the
return on capital empLoyed}; There are many reasons

for it: notably, unreliability of the equipment

itself, difficulties in the control and command of
operations at the face, technical or organisational
problems away from the face itself which impact indirectly
on face~work. Where these.problems can be overcome
experience has shown that utilisation rates of over

40% are already possible;

(iii) improvements in available technology. 1In the Longer-term

productivity can be improved oy the fruits of R & D on

key elements in the coai production process, especially

R & D into some of the causes of the problem of Low rates
of equipment use., Special attenticon must be given to ways
of improving the strength and reliability of coal-face
equipment and applying new systems of effective remote-

control and computerisation of cperations.

qusuming round~the-clock use every day of the year.
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The ECSC Budget has financed direct Community involvement

in support for research and development on the means to more
efficient coal produciion. This support must be continued.

But in view of the constraints dlscussed in paragraph 23,

it is important that the funds &vallable should be concenirated
on applied research, on the promotion of new and promising
technologies and on techniques which seem designed to have
general application. Only in that way are they 1ike1y to

s . . . te e ]
make an early contribution to improved productivity ;

(iv} further rationalisation of the structure of the industryv.

The Community has to face the uncomfortable fact that a large
number of its mines will never reécﬁ a level of productivity
sufficient to make them even marginally profitable or compet—
itive with operations abroad, no matter how modern the technology
invested in them or how efficiently that technology is used.

The rate at which new productive mines can be opened, and

the health of the Community mining industry improved, will be

linked to the rate at which uneconomic capacity is phased out.

This process of rationalisation has. been underway for some time.
On present plans by the Community'industry some 10-20 m tonnes of
profitable new capacity will come into operation over the next

10 years.

1 I :

A similar approach should be adopted to Community support for R & D
into better coke-oven technlques and into improved health and safety
in mines.
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41. Increased mechanisation at existing pits, the development of new
mining technology and the opening up of new productive mines are very
costly. Investment in the Community mining industry amounted to

1.8 bn ECU in 1981 and this figure will have to grow in real terms
over the coming years if there is to be substantial progress in
improving the structure and viability of the industry as a whole.

The necessary finance can be found only to a Limited extent from
the industry's own resources of cash; at the same time the ability
of the industry to sustain an increased burden of interest charges
and capital repayments of loan finance is also severely constrained

by its existing financial situation.

42, There is therefore a real risk that the industry will be unable
to break out of the vicious circle in which a low average -level of
productivity caused by the maintenance ¢f an uneconomic capacity
reduces the industry's financial capacity to effect the necessary
improvements required to put itself on a sounder general financial
footing. It is therefore of great importance that measures of

support by Member States should be concentrated as far as possible

on the process of modernisation and rationalisation. In this context
it should be recalled that the 1974 c.)bjec.ti\/esfI referred to the
maintenance of Community coal production at a steady level only

""under economically satisfactory conditions'. This same qualification
is repeated in the Commissjon Decision (ECSC 528/76) relating to coal
industry aids. For its part, the Commission intends to follow its past
practice, Limiting such Community support as is available {(notably
ECSC loans, to a small extent at subsidised rates of interest -

see Annex 5)to investment in economic or at present marginally unprofitable

capacities.

1 . o
Council Resolution of 17 December 1974, 0J €153, 9.7.75, p.4.



Community coal production offers distinct advantages over imported coal
in terms of security of supply and insurance against the risk of adverse
price developments on the world market. A4 healthy Community industry

is in the interests of both consumers and of its own workers. The
prospects can be improved by further modernisation and rationalisation,
with gradual closure of those pits that are economically unviable

and the opening up of efficient new productive capacity.

The Commission intends to continue to direct such Community aid as

is available in support of the objectives of modernisation and
rationalisation. It will also continue to meet its responsibilities

in the fields of re—adaptation of workers in the indusitry and to pay
full attention to any new social problems that arise using to the full
the provision of Article 56 of the ECSC Treaty. The long-term
position of the indusiry would be enhanced by a conceniration of
national measures of support on the promeotion of structural change

and improvements in productivity. .

Support for R&D from the ECSC budget will continue to be an
important element in helping to improve coal production technology

in the longer-term. It must be maintained and if possible increased.
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(ii) THE IMPLICATIONS OF INCRBEASED COAL IMPORTS

Developing Relations with Suoppliers

43. Table 2 (paragraph 34) shows that the bulk of Community coal imports
come frovandustrialised Horld sourceg Zprincipally US4y S. Africa,
Australia, Canada), some 23% from Poland and the USSR combined, and a
negligible share so far from developing countries. The Industrialised
World suppliers are likely to remain the main sources of world coal
exports and the principal suppliers of the Community for the foreseeable

futureI.

These couniries® recoverable reserves are large enough to cope

with foreseeable export needs; in most cases it will be possitle

to create additional coal production éébacity and the necessary
infrastructure relatively fast and at reasonable cost. In the longer

term, more suppliers should enter the world market.

Nevertheless, special attention needs to be paid to the resolution
of potential problems likely to impact on the smooth evolution of
coal trade (paragraphs 44-45). Whether Poland and the USSR can
maintain their share of the Community market is subject to particular
uncertainty at the present time., The scope for an expanded role by

developing countries is considered furither below {paragraphs 46-47T7.

1 . . . e . .

Relative distances between individual main suppliers and Zurcpe
will, of course, play a rdle in determining the balance between
themn:

USA: 7 500 km (12 ship~days)
South Africa: 11 500 km (19 ship—days)
Canada: 15 000 kam (25 ship~days)

Australia: 22 0OCO ka (35 ship~days)



(a) The Main Coal Exporters

44, The main coal exporters of the Indusirialised World together

exported some 165 m tonnes of coal in 1980, or 80% of total world exports1;
while the Community for its part is the largest single importer of coal

in the world. With the prospect that the bulk of the Community's "
increased demand for imports will fall .upon these countries; three

main questions deserve consideration:

(i) will the necessary invesiment in new production capacity and

associated transport and handling facilities be forthcoming

in the producing countries?

The main exporting countries have substaniial plans for investment
in both coal production capacity and in the necessary ancillery
infrastructure. But increases in capa?ity will not occur overnight:
the opening up of a new mine, even if it is open—cast, takes

several years and the time factor is -of'particular importance where

new mining operations are started on "green field' sites.

"Excluding intra-Community and intra~CMEA trade and trade .
between the USA and Canada .
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The potential role for non-indigenous and péfficularly Community capital in
financing the necessary investment is uvncertain for the moment: both Canada
and Australia have ‘taken mezsures to control investment by foreign companies
and, where the participation of foreign capital requires special authorisation,
this may produce delay in invesiment progremmes., The involvement of Community
enterprises in helping to finance the sxploitation of overseas coal supplies

(

int venture operaiions) would however, help to cement irading relations

jo
nd ensure that producticn continues to be mads available for export tec the

[

Community. The Commission therefore underlines its desirability, together
wWith the need for more widespread conslusion of long-term import contracis
50 28 te give suppliers greater confidence about theirxr future markets. As
far as Jjoint venture operaticns are concerned, Community leans msy be used

to support certain categories of irvesimenit under specific conditions.

(ii) is there a risk of price and supply manipulaticn by cosl—exporting

It has been argued that a growing corcentration of reserves and production
capacity in *bhe hands of & small munber of multinational companies, many of
them 21l companies, could lead eventually 4o ithe creation of an international
cartel of coal expcrters. The Commission believes that this risk is limited

by the natural forces of competition, the flexible and diversified siruciure

h

of the world coal market (with its large number of supplyling couniries and
Compaxies), and by existing anti~trust legislation in the main coal exporting
countries. DBut possible developmenis must be kept under rewview and should be
an element in discussions bheiween tha Community and the Governments of the

supplying countries (paragraph 45).
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(iii) the policies of exporting countries thémselves in relation to the

international coal trade

Both prices and supplies are currently subject to different forms of conirol
by the governments of exporting countries, _Some (e,ge Australia) impose
export taxes; others (Canada, Austiralia, South Africa) apply measures which
effectively limit wolumes available for export or control foreign investment.
Thus far these policies have had no significant effect . But the extension
of such measures could have more serious conséquences,'particutarty

as world coal demand increases.

As the largest trading entity in the world and the largest importer cf coal,
the Community has a vital interest in the promotion of free trade in that
commodity. The Commission emphasizes the importance of the -international
commitments already made in this respect within the JEA and by the main
industrialised countries meeting in the framework of the Western Economic
Summits. At their Ministerial meeting of 21~2? May 1979 the Governing Beard
of the IEA adopted a set of Principles fer Action on Coal; including action

with respect to international trade, notably in the following terms:

IEA countries both as producers and consumers will facilitate the
expansion of intermnational irade in coal and will do so on a basis which
encourages the development of stable relations between consumers

and producers, on fair, reasonable and competitive iterms, especially

by means of long term contracts. They will ensure that an economic,
fiscal and investmeni climate prevails which is conducive to develop-
ment of coal production, trade and utilization as envisaged in these
Principles for IEA Action on Coal.]

'IEA/ Press (79) 15, 22 May 1979, paragraph 22
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And at their Summit meeting in Venice in June 1980 the represcntatives of the
Seven, together with the Community, undertook to expand coal production and
use, to encourage long-term contracts between exporters and importers, and to

. . 1
improve facilities for handling an increased international trade in coal

Such commitments expressly apply as much to the importing countries,
including those of the Community, as to the exporiters. The Commission
believes that Member States should take them fully into account in

determining their own policies.

45. All these questions require further examination in appropriate
international meetings and bilaterally with the countiries concerned. With
many of them the Community already has relations of confidence and
institutional machinery for regular consﬁltation on issues of particular
concern. It is important that coal trading issues should now become an

important feature of those consultations.

The major Industrialised World producers will continue to
be the main source of Community c¢oal imports. Discussions
of problems likely fto constrain the development of the
international coal trade should become an important
feature in regular consultiations. between them and the

Community.

The -Community has a vital intereét in the promotion of a
free international coal trade. The Commission draws
attention in this context to the commitments to the promo-
tion of the international cocal trade to which the main

exporting and imporiing couniries have all subscribed.

1 . . . . )
Declaration on Economic Subjects by participants in the Western Economic
Summit, Venice, 22-23 June 1980
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(v) Developing Countries

46. In the present state of knowledge, the following countries have reserves
sufficient to support, in theory at least, the development of sizeable exporis

for the world market: -

TABLE 3 COAL RESERVES AND PRODUCTION IN DEVELOPING COQOUNTRIES

Istimated .
) . 1980 Production
Country Recoverable Reserves m tonnes
m tonnes
Asia:
China 99,000 606.0
India 12.600 ' 107.8
Indonesia 1.430 0.3
Africa:
Botswana 3.500 : 0.4
Mozambique 240 0.5
Swaziland 1.820 . 0.2
Zambia 40 0.6
Zimbabwe 755 ' 3.1
America:
Columbia 1.010 _ 4.5
lMexico 1.200 o Te1
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Some of +them, notably Columbia and Zimbébwe, have projects under way

to develop their reserves and have shown real interest in the possibility
of exporting for the world market. Bul the pace of development of the
coal industry in the developing couniries depends heavily on the
availability of investment finance both for the mining operations them-
selves and for improvements in infrastructure gspecially ports and

railways).

47. The likelihood of only limited export availabilities from the
developing countries in the foreseeable future means that their total
contribution to Community supplies will continue to remain limited, though
they will make a contribution to diversification.v The Community,

however, has an important role to play in providing financial and
technical help in the development of thei? coal industries. Within

the framework of the Lomé Convention, a number of actions have already
been taken in the coal sector in ACP countries, notably in Zimbabwe and
Botswana which each expect to export 5-10 mt a year in the longer—term.

Further agreements with Botswana are in prospect.

Action under Lomé& II to help finance the development of
the mining industries in ACP countries should be expanded
and complemented by appropriate action with regard o non~-
associated developing couniries. Ways must also be found
to intensify relations with both associated and non~
associated countries in training, the promociion of fech~
nology transfer and supply of equipment, sc as to enable
them 1o benefit more fully from the substantial technical

experience and knowledge about mining operations available

within the Community.
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The Need for Consultation within the Community

48. As the world ccal market expands it will become much more complex,
with more and more companies, couniries and organisations involved in
providing a growing diversiiy of production, iransport and trading
activities. With the prospeci of growing Community dependence on this
market the need within the Community for the widespread availability

of accurate information about market developments will grow. Such
informaetion is essential if Community imporiers, are to be able to provide
the most economic and secure service to their customers and if the risk
of unnecessary market pressure is ic be asvoided when supply difficultbies
occur Or are threatened.

49. The Community has already had 2 bitter foretaste, in the devalopments
on the world cozl market in 1980-81, of the difficulties thet can occur
in the absence of adequate and widessread infermation about real market
trends., Following the fall in Polish exporis and an expected miners?
strike in the United States, sudden additional demand was concentrated on
US suppliers. The latter werse able 1o supply but the comssgquence was an
overloading of the East Coast US ports. As a result of the loading
arrangements in force Community imporiters were obliged to mest large
demurrage (waiting) charges which significantly increased the delivered
ccst of coal. Other suppliers tock advantage of this situstion to raise
their own prices by an equivalent amount., The rise in world coal prices,
the direct tost of which to the Communiiy'was of the order of ﬂUS 500m

in 1981,-COuld have been largely avoided by a better understanding on all

sides of what was happening.



50. Other main importing counitries {e.g. Japan) have already put in place
arrangements for consultdation procedures inveolving importing enterprises.
The Commission believes %hai the Community should follow suit sec as to
ensure an appropriate exchange of information about short~ and long—~term
market itrends and joint consideration of any necessary action. Such a
procedure would parallel the flexible arrangements that already exist,

for example, in respect of c¢il. It would need to be so structured as

to avoid any risk of a restriction of competition, but in practice

such a risk is slight.

In order to help improve the general perception of market
trends and teo reduce the risk of unnecessary market tension
at times of real or threatened shortages of supply, the
Commission therefore considers it desirable for European
companies involved in coal supply t¢ make appropriate
arrangements (for example, through the establishment of

a professional agssocation) for the regular exchange of
information about shori~term market developments and lenger-
term prospects, likely problems and possible solutions.
Such arrangements should be of such a form as to facilitate
the undertaking of‘specific action tc meet the protlems
that are identified, iaking full account of competition
rules, and to provide for the suimission of suggestions

1

to the Commission’ for action, if appropriate, at Community

level.

Tarticle 46, ECSC Treaty
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The Handling and Transport of Tmporis

51. The handling and transport within the Community of substantially
increased cozl imports will require some improvements in the existing:

Community infrastructure:

- some port facilities will have to be expanded and new ones constructed to

cope with larger ships, teo provide much bigger ccal storage ‘areas, and

to allow for an increasing number of coal preparation plants1;

- the existing railway systems of the Community should, on the whole,

be able to absorb the likely inecrease in traffic. But new investments
1ll he needed in oarees whern consumplion ia expected bd be concentrateds
there will be an increase in the need for special rolling stock designed
for coal transpdrt; and complete trains designed %o carry up to 3.000
tonnes rather than the current norm of 1.650 tonnes should be put into

service in order to maximise the efficiency of railway operations;

- inland waterways,on the other hand, should have sufficient capacity

to cope with the share of traffic expected to fall to them, assuming

continuing modernisation of coal handling facilities and shipping.

52, Substantial investments will be required in those countries which have
no coal production of their own. Some may experience particular difficulty
in financing the public sector investments in port facilities and in their

inland transport neiwork. Such invesiments can benefit from loans under

1The final stages of treatment of coal imports (e.g. screening, grinding,
blending} can take place either at the port of leading or the port of
unloading. In practice a sizeable share of imported coal is likely to
undergo itreatment at the noint of entry into the Community.
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NIC, EIB and ECSC. In the less prosperous members of the Community
which participate fully and effectively in EMS, interest-rate
subsidies available under NIC and EIB can also be used. Investment
to increase the capacity and flexibility of the coal transport
system could alsc benefit from the Community assistance for
transport infrastructure proposed under a Draft Regulation already

before the Counc1L1.

The handling and transport within the Community of an increased
Level of imports will not require a radical change in the

existing Community infrastructure, but substantial investment

will be required in certain countries. Infrastructural
investments in this sector must continue to benefit from Community
loan facilities and, where countries are eligible, from interest-

rebates under EMS.

Tcom(76)336 final.




Strategic Security

53° The prospect of a substantial increase in the share of
Community coal consumpiion (from 23% in 1980 to 45% or more
raises inevitably the question of security of supply. One ¢
best guarantees of security is diversification of source in
country and of company. Security can be further enhanced by
of long—term contracis, as discussed above (parag 44 i). Bu
15 to be seriously addressed,attention must be paid al a Cor

both to cosl stocking volicy and to the adequacy of the exis

¢risis management procedures in ihe event of persistent shox

supply. In examining farther both these issues, the Communi
adopting 2 pesition consistent with that already adcpted in

-

and naturel gas where similar issues arise. In this context,

I

a beiter exploration of ccal deposits in the Community coulc

(a) Stocks

54. At the end of 1981, Community coal stocks {strategic, «
and working stocks) amounted 4o about 110 m tonnes; equivale
to 120 days of 1981 consumpticn but varying significantly be
States {from 25 to 310 days according to the country). The
stocks zre commercial stocks managed and financed'by the ent
concerned, with 40 m tonnes held at power stations and 45 m
coal producers themselves., The only strategic stocks as swuc
of the German national coal reserve (10 m tonnes) which are

and managed on behalf of the German government.



55. The only provision in Community legislation relevant to coal stocks

is the requirement that electricity producers hold stocks of fessil

fuels equivalent to 30 days’ consumption .

56, The higher the stock levels, and ithe closer they are to consumers,
the greater the security of supply and the lower the risk of disTuption
to economic activiiy. DBut there are technical consideraiions reiating

to rates of degradation, And there is also & price t¢ pay and a question
_as to whoe (taxpayer or consumer) should finance the security premium which
stocks provide. The time is ripe for consideration of all these matters

at Community level.,

The Commission invites Member States to endorse the desirg~
bility of a siudy at Community level of the adegquacy of
existing stock levels, the need for strategic stocks and
the financing and management of coal stocks. If it is

to be effective, such a study will regquire close consul~

tation beiween the Commission and Member States.

"Directive No. 75/339/EEC of 20 May 1975, OJ L 153, 13.6.75
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(v) Crisis Hanagement y

57. Az long as the Community's stock levels are adequate supply Short=
falls of limited duration are uniikely to create serious difficulties

as far as guaniifis are oonesrred. Tha development of the process of

AT T BT

consultation desecribed above {(para. 50) sbould also reduce the misk of

repercussions on prices of limited supply shorifalls.

29

58, A persistent shortfsll leading to a supply crisis is most uwnlikely,
es

given the diwvsrziiy of sour of potential supply. The rizgk can ba -
further reduced if siocks ars kept &b levals which Take thism possibliilty
1is

inte socount. Bub in view of the difficmlities which sueh shorifs
could crsate it iz oply prudent to examine the adequacy of axisting

crisis management machinewy.

Article B9 of the EOSC Tresty gives ihe Comnission certain powers in a
serious supply shorifall te aligoate Community cozl smong Wember States.
This article has mever yel hesn invoked and ifs application raises

& number of practical difficulies. I did not, for exampls, envisags

a subsiantial dependence by the Community on ceal imports. MNersover,

there ig a lack of oleaxr criteria for the cperstion of the allocation system.

A mericus and pervsisient shoxtfzll in coal supplies,
thovgh unliksly to ccour, could canse great difficulty
if i% did. The Commission propesss therefors te esxamine
in detaldl whether the present spﬁﬁiﬁ'mam&gemanﬁ BOTEZ e
ments provided for by Ari. 59 of tha ECSC Traaty ars
appropriate in prasent sircumstances snd wheither neow

arrangemenis need o be considered.
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" CONCLUSIONS

In the light of the foregoing, the Commission hopes that the Council
will, besides considering sympathetically the coal-related proposals in
its Communication gn investment in the rational use of: energy; adopt

the fellowing conclusionss

(a) re—affirm stirongly the need to accelerate the substitution

of il by'coﬁlg

(b) enderse the aim of improving ceal price transparency as a

means 1o thit end;

{

[l

) approve Coupcil Becommendations to Member States aimed at
encouraging investmen% in the conversion or reconversion of
oil-fired %nsta#lations to coal in general indusiry, in
district h@atiné schemes (particularly combined heai and
power) and in pﬁblic buildings:

| ;

(d) approve the priﬁciple of a2 Comnunity programme of research

and ﬁavelapment’in new and improved methods for fthe use of

coal,; to be fin%nced by the Community®s general budget;
|
(e) note that the ?ﬁmmission will submit
proposals concezf‘ning the future of the Community’s existing
technology, and%will alsc submit similar programmes cbvering new
technology, amdéto propese similar programmes covering new

coal comhustiohitechnologies and the use of coal waslte;



(f)

(g)

(n)

(1)

(3)

-~ 40 -

agree that there is no reason on environmental grounds to
qualify the commitment of the Community to greater coal
use, tnough efforts at Community and at national level
must continue on effective control of emissions and of

waste, including the necessary further research;

agree that the use of Community financial instruments in support
of the Community's coal mining industry should continue to be

concentrated on investment in economic or at present marginally

unprofitable capacities;

re—affirm its commitment to acitive promotion of the inter—
national coal trade and, concomitantly, both to developing
a continuing dialogue with governments of the main exporting
counleied awd o snconraging Lhe developmeut of ocoal mining

industries in developing countries;

encourage the establishment, at Community level, of arrangements
for consuliation between European companies involved in the
coal trade, with the aim of promoting exchanges of views on

market prospecis, problems and possible solutions;

recognize the useful role that Community financial instruments
can play in support of invesiments in the infrasiructure

required for handling a growing trade in coal;

agree, in the light of fthe Communiiy's growing dependence on
external supplies of coal, on the need for a study by the

Commission, in consuliation with Member States, of existing
stock policy and of procedures for handling any serious coal

shor%age,‘
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Council Recommendation Of ccsccoccsoocosasss

to the Membher States concerning measures to be taken to encourage invesiment

in coal-fired combustion eguipment in "“general indusiry"

THE COUNCIL OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European Economic Community;
Having regard to the draft of the Commission;

Having regard to the Opinion of the European Parliament;

Having regard 1o the Communication from the Commission on coal in the

context of the Community's energy strategy;

Whereas economic activity in the Community is being hampered by particular
constiraints imposed by substantial oil imporis and by the concomitant

uncertainty concerning supplies and prices;

Whereas even a slight revival in economic activity in the industrialized
couniries, in conjunction with the foreseeable increase in oil demand in

the rest of the world, is bound to accentuate those constraints:

Whereas energy policies should help bring about, as soon as possible, the
structural changes needed in order inter alia to get a tighter grip on
energy supply; whereas those changes can be accomplished only by increasing
the contribution made by alternative sources of energy and, in particular,

by coal;

Whereas the "general industry" secitor requires heat both for indusirial
processes and for heating and therefore offers particularly wide scope

for substitutiing coal for oil;
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Whereas, despite coal's current price advantage over fuel oil, the process
of substitution has got off to a slow start for economic and environmenial

reasons; whereas the main factors involved are:

- the generally very high costs of investment in conversion, and high,

untable interost ratow;

—- the lack of experience of using coal, in particular in those couniries

without a coal indusiry;

~ the uncertainty as regards the effect of envirormental protection

measures;

Whereas the Member States should encourage investment in conversion in view
of the importance of this investment for econcmic activity and the specific

character of some of the investment;

Whereas the Member States should make a concerted effort to implement a

consistent series of measures to overcome these difficulties and obstacles;
. Lol
MAKES THE FOLLOWING RECOMMENDATION TO THE MEMBER STATES:

1. to take all possible measures to encourage the undertakings of all
branches of industry, except the steel industry and the energy sector,
including private electricity generation; to invest in conversion

or reconversion of existing oil-fired combustion equipment to coal.

2. %o notify the Commission, at the end of each year, of the measures

which they have taken to implement this recommendation,
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Council Recommendation 0f covscvosaceoo

10 the Member States concerning the encouragement of investment in the

conversion or reconversion to cocal or coke of 20il-fired boilers in public

buildings and in district heating systems

THE COUNCIL COF THE EUROPEAN COMMURITIES

Having regard to the Treaty establishing the European Economic Comhunity;
Baving regard fo the draft of the Commission;

Having regard to the Opinion of the Européan Parliament;

Having regard to the Communication from the Commission on c¢oal in the

context of the Comnunity's energy sirategy;

Whereas economic activity in the Community is being hampered by particular
consiraints imposed by substantial oil imports and by the concomitant

uncertainty concerning supplies and prices;

Whereas even a slight revival in economic activity in the industrialized
countries, in conjunction with the foreseeable increase in oil demand in

the rest of the world, is bound to accentiunate those constraints;

Whereas energy policies shculd help bring about, 25 soon as possible, the
structural changes needed in order inter alia to get a tighter grip on
energy supply; whereas those changes can be accomplished only by increasing
the contribution made hy alternative sources of energy and, in particular,

by cozal and coke;

Whereas public buildings and district hezting systems offer particularly

wide scope for substituting coal and coke for oil:



}‘
J*{

- S oF Sl
PR PrYREM, v T

vt

Wnereas despite coal's cuvrrent price advantage over fuel oil, the process
of substituiion has got off %o a slow start for econcmic and environmental

reasons; whereas the main factors involved are:

- the generally very high costs of investment in conversion and high,

unstable interest rates;

- the lack of experience of using coal, in particular in those countries

without a coal industiry;

— the uncertainty as regards the effect of enviromnmenial protection measures;
Wheresas the Member States should encourage invesiment in conversion in
view of the importance of this investmenti for economic activity and the

specific characier of some of the investment;

Whersas the Member States should make a concerted effort to implement &

0

consistent series of wmeasures o overcoms these difficulties and obstacles;

MAKES THE FOLLOWING RECOMMENDATION TO THE MEMBER STATES:
1. 1o take all possitle measurss to encourage the conversicn or

equipment in pudlic buildings {administrative buildings, barracks,

schools, etc.) and in distirict heating systeums.

AN
[

te¢ notify the Commission, at the end of each year, of the measures

vhich they have taken to implsment this recommendation. |



AUNEX 2

)
(]
8
a
—
=
]
3
ol
N

Major features of ine

Coal_as_a_solid mineral fuel

Coai used ays 2 Tuel is not so convenienti as natural gas or industrial fuel-
oil, Weight for weight its calorific value is about 50 to 75 % of that of
0il ; being sclid, it is more difficult to handie and transport. As the raw

,

coal comes from the pit it contains impurities (shate) which have to be sepa-

-y

ated out and genzrally represent a hig volume To be disposed of near the
coliiery (tip heap). A4fter the combustion of the ccal, ash residuss have to be

collected ; they represent in weight up to 15 = 20 % of input.

As for every raw materizl the physical znrnd chemical characteristics of coal

vary according to the origin and mey orevent the use cof raw coal ; different

carbonisation and

techniques {mechanical preparation, plending,. additive
so on) make it possible to get products which have optimal cheracteristics

regards efficisncy and price for a given use in @ given appliance. One

ganing and preparation
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of the coal at {east vartially. A complementary stage can take place,
especially for sea~borne coal, in plants toceted either at the port

of loading or unloading, 2r near inland consumption centres.

Such cparations are all the more interesting in view of the expanding demand

and also of the possible necessity of involving coal resources of lLower

grade or very different characteristics to ensure a larger worltd market

supply ; increasing volumes of such c¢oals should undergo adequate preparation
n

in order to be burnt in thermal appliances which require relatively <table

S

products. (See para. 52

Coal is used in two main ways : it can be transformed into coke or burnt as

received fTor heat or steam raising.



for these two categorie

1932 c¢an be summarized as

Coking coal
Steam ccal

These data show the inten
worldwide,
Corresponding data
Coking coal

Steam coal

The share of Community conal

their coal use,

{oking coals are generall
nily recuire preparat

tightly scheduled
due

also a

gualities especially

time, Thermal coal

=T
s

~ subject to certain

When supplies of both

suppliers or of loading ports,

b

make some arrangements

is generaily able to

coal

it

Frmed 2

of use the world market trend between 1979 and
follows (1) :
(millinn metric tons)
579 1982 (estimation}
127 140 (+ 10
102 131 (+ 28 %)
nse development of the thermal use of coal

for Community imports are (1) :

30 0+ 0@

48 58 {+ 21 %

in each of both sectors was about 70 - 75 % of
y of a higher grade than steam coal. They conse-
ion andlosding eguipmnent which is more complex and
suppiy,. vecause they can lose their essential
to oxidation if they are stockpiled for too long a

hear a lLarger and tenger stockpiling

autions -~ which permits 2 less regular supply.

types hzppen to come from the same group of

it would be wise that the importers concerned

order to avoid unfavourable conditions and notably

pirice shocks for both consumer categories (see para. 50).

Operators and commitments

As regards these points t

coal and thermal coal.

here 13 no essential difference between coking

a) Cpérators

The large producers and the large users generally feel able to handle their
business direct, on both  the Community market and the wortd market.

(1) In both cases, intracommunity sales are included. They are most important

in coking coal.
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small and mediym size coal users (general industry, services, etc,} havg
no direct access =zither to the Community produstion or to imported coal
They rely on distributive firms, often esguaily smali or medim size
bhusinesses, who have a vital rele to play 2s regards coal panetratiqn
in the above-mentioned sectors. They should therefcre he encoursged to

deliver to their customers coals and related services at competitive prices.

b) Commitments

With a view to balancing concerns about diversification, mohility and

security, a given purchaser generally combines commitments of different,
duration - short, medium and long term = negotiated with different purchasers.
Many commitments are renewed Qhen they have prun their course. These

commitments provide for a certain tonnage flexibility which, inpringiple, meke 1t
possinle to adapt tc varying conditions., The purchaser may alsc

cover his very short~term requirements by "spot® commitments ; the Latter

represent a relatively small part of the market.

Third country producers are more and more inclined to subordinate the
development of new production capacity to the prior conclusion of a2 sufficient
volume of long~term supply coﬁmitmentss The extension of European interests
in the production of coal in third countries should Lead to an increase in
the proportion of long-term engagements in the provision of the Community's
requirements whiie, at the same time, safeguarding the necessary commercial

flexibility.
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Annex 4

ts of the coal production in the Community

t Half 1981

Country cﬁiﬁiii?i% Eou/t B/%

Germany i 217.~ 85,09 100,0C
Telgium FB 4,232, 102.07 119,97
Trance TR 468.— 77.89 91, 55
United Kingdom L 41.6 77.70 91, 40
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Outline of existing measures

Measures in favour of Community coal

The existing coal policy measures concern essentially the coal producing Member
States. This observation applies as much to national measures as to the

Community's main interventions.

The Community measures concern investment 1qgns (Art. 54 of the ECSC Treaty),
research aid (Art. 55), social problems (Art. 56) and aid for coking coal for
the steel indusiry.

The objectives of the national measures are, in principle, the same in all the
Member States: to stabilise production and 19 guarantee disposal and employment12
The Community’s expenditure related to coal is fairly modest in relation to the
financial charges that the Member States uonve*ncd have to bear as a result of
their coal production. As a consequence of the limits on the Community's
budgetary crediis, sclution of the prchlem of subsidies remains, for the most
part, a naticnal task. By virtus of the dispositions of Decision No. 528/75,

the role of ihe Commission is to ensurs the avoidance of excsssive ald or

perturbatious in competition among the ceal producers.

Finencizl 2id in favour of curren® coal production in 1981

Total sums  . ~ Amount per ton
N of production

(MioECU) N (ECU)
Belgium 281.6 f 46,16
F.R. of Germany 1 162.32) 12.422)
France 404 .2 23,10
United Xingdom 845.7 L 6.77
L ospacizl gyetom for Tommimity ccal ond coke for the Cfommunity steel industry
hos been in existens: ginmec 1087, Daz:zd on Azt. 95, it comprises three parts

concerning respeciively :

1) In 1879 the Commissiorn reported 4o the Council on the measur t
different Member Siaztes in the dowmain of coal utiliza lor groduction an

importasion {Docuwnent COK 79) 322 final eof a1a6n10'9!

1

P
i

m

2} Excluding alds on basis of ¥3rd Verstromungsgssetz”
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the Member States for the pro-

£
o
N

- the monitoring of national aids grantite
duction of coking cocalj;

- the financing of Community aid for dispcsal in the comtext o ~ ~Community

ct
e}

ades

lirnment rules based on a guide price

i
©

. . ) 1
The system is applicable up to 31 December 1983 ‘.

Consideration should be given as of now to the value of maintaining the

system after the above-mentioned date and to the form that such maintenance

might take.

2. easures taken with rezard to impor:s

The rules in force with regard toimpovris may bs summarised as fellows:

Beloium @ Impords are subject 1o licence and guotas can be fixed by ministerial

declsion,.

Germany : A federal law having effect for 15 yesrs from 1980 has considerably
modified the previous quota system. The quota, which was about 16 million *onnes

1

for 1981, could reach and exceed 39 million tonnes by 1987,

france : The administrztiion fixes quotas matched %o licences. A4 public body

(ATIC) is responsible for purchase and iransporte.

United Kincdom : The system of general Ticencing for opan imporis iz “urnished with

aovet of rules $hat

The non-producing couatries do not appls

third countries,

1) cf. Decisien 73/287/ECSC, OF No € 36/2 of 13.2.1280





