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e 3.

THE COXUNITY COAL MARKZT SITUCATION

Corrunication by the Commission to ¢t-e Council

Entroduction .

Coal is by far the Community®s biggest domestic energy source and
contributes around 20% of %otal energy supplies. It is vital tha
production should be zaintained, and so far as possible increased within .
econonically justifiable limits, if the Comnunity is %0 reduce its
energy izport dependency below the current 60% level. Production,
now at 229 million tons’per year, has fallen by nearly 9% since 1973
and {s well below the 1935 target of 250 million tona.

In its message t0 the Council of 9 December 1976‘? the Commisaidmn
analysed the situation, and pointed out that the 1995 target il
endangered by the stresses and uncertainties for the coal indudiry
resulting from steep rises both in stocks and ip coal imports froa
cutside tbhe Community.

.
Clearly, in pursuing the aims of energy policy, a balance must dbe
sought between the interests of coal producers and coal consuxilrs.

(1) Coal tonnages are calculated in t.c.e. representing T 000 ft/cal
per kg s
RN

(2) Doc. COoX (76) 667 final o
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Internal Community Situation

-

4. Two, types of coal and their respective production and markei gré' of 4;’
pfime importance for the Community's energy balance: coklggégsa] for /f/

fy;he steel industry and steam coal for electricity 573eraf40n. ‘/q9”€/
consumption by the former amounted to 73 m11110n>abns and Oy‘“ﬂe latter .f

Ve
to 119 million tons, or 40% of Tuel consumptzoﬂ by corvent: Onal power /

g

i - P
plants. . j/g i e o
¢ 2 ’
,7 *’/

5« Consumption by the stee' 1ndustry is determlned primarily by the
economic climate: it aas fallen by 10 million tons (13%) since 1973.
An overwlelming prgé%rtion of the intra~Comnunity trade, amounting to

15 million tons ¢f coal and 6 million tons of coke in 1976 was for

o~

consumption by the steel industry.

On the other hand, coal consumption for electricity generation is largely
determined by the prices and availabilitieis of alternative forzms of
primary energy, by the existence of the requisite plant and by the
policies of governments and.public authorities, All these currently

favour coal consumption near the point of production and offer litile

scope at present for intra~Community trade. Indeed, little such trade

has taken place during the last years largely because Community 2xiraction
costs are higher than for third country supplies and are not compensated

for by lower transport costs for Commnunity coal.

6. Due to this pattern of consumption, the Community coal industry has suffered

the full impact of the recession in the steel indusitry without having

been able to benefit substantially from the rise in coal demand for

electricity generation. As a result, producers' coal and coke stocks

stood at 21% of annual coal production at the end of 1976 even though

Community coal production had fallen by close on 9% since 1973, and stocks

continue to show a tendency to rise. On the other hand, imports {roz

third countries have increased by 42% over the same period

1) See statistical annex.
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7.

9.

10.

Tmterrelation between Community Coal Productiorn and Third Couniry I-=sris

Covirg Co21

3o very significant developnents in the case of coking coal for 4he
ateel indusiry are expected during the next few years. Izports ‘lake
place mairly witzin the frazework of long-teram contracts or cozpiirable
arrangeoents. Quantities tend te be fairly stadble throughout sttel
irdustry trade cyclea.

However, addel to these are spot offers from suppliers ouiside the
Coczunity which exercise disproportionate dovmward pressures on

prices during periods when supplies exceed demand, as durirg the

eurrent worldwide steel indusiry recesasion. As this is likely to

persist for some time, a continued riss in the Comzunity coal indusiry's
stocks of cokirg éoal and coke must be expected in the absence of rexzedial
neasures or of price alignmenta. Thie threatens te involve the indusiry in
wracceptable losses. .
The burden either of excessive stocks or of heavy losses producd
pressures for the curtailment both of current production arnd of
investzent in future productive capacity regardless of long-teri
prospects. As the known econoaically exploitable supplies of ghod
¢okirg coal throughout the world are limited, the emergence of i
tellers' zarket for this quality must be expected, resulting in prices
vhich are likely to continue to make Comxaunity production ccapetitive
in the lorg-term.

Power Station Coal

“he largest proportional increases in coal consumption for electricity
gereration since 1973 have taken place outside the two principil coal
producirg meaber countries. For the reasons indicated in paragraph 6,
these have largsly been met from increased third country i=poris in spite
of rising stocks of Coamunity supplies.

mo
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11. So far, the world market in power station coal kas not reacked ke
size and organization of that in cokirg coal. Alikouch lomg-terh
contracts are acquiring growing isportance, deliveries under shori-
ter= contracts or of spot guantities, includirg quantities of surplzs
coxirg coal, continue to play an important part. As the Coz=urnity's

: ;ower station coal is generally consuzed close to the point of production
a~d under tke saze national adainistration, third country izporta do rot
exercise the saze short-tera pressures on existing Comaunity producer/
consuzer relationships as those of coking coal, but they inkibit the

developuent of intre~Comaunity trade.

12. JIn contrast to the coking coal market, great uncertainties overburg
she worldwide prospects of denand and supplies of power station coal,
4ltkough tkere are ample economically recoverable reserves in zany parts
»f the world, their exploitation requires much larger infrastracture
irvestzents than increased Coazunity production and develozzeni of
intra~Cozzunity trade, and is subject to political uncertainties,
In some cases these investments will be a worthwhile contrivu+ign to -
the developzent of the countries concernes, but there will remain
significant Community reserves which could and should be econoriically

exploited.
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Problems connected with Third Country Imports

13. The following conclusions arise from paragraphs 7 — 12

(a)

(v)

(c)

(a)

The present downward trend on the coal market is affectirg
only the Community's coal industry, imports having grown in
s

relative and absolute terms.

Spot imports of coking coal have had a depressing effect on prices
of disposals from Community producers in the circumstances o the

recession,.

Imports of steam coal have risen because of rising power station
demand, Wnile Community coal supplies have not been able %o acquire
larger market shares and intra~Community trade has not been

practicable because of high costs.

In view of the history of instability of sales of Community
coal and the growing volume of imports, coal producers atve
uncertain about future production plans and about investrient
in new capacity. The short-term outlock is aggravated oy

further accumulation of stocks.




Comignion Prodosals

14. The Comzunity must continue %o encourage the cénsn:ptian of coal ‘ko

as to reduce oil impo*ts, and imporied coal has an izpoxtant rdie 4o

play; the 1325 target approved by the Council in 1975 was for Cdovestie
production of 250 million tons and isports of 50 million tons. 3Iu?t in

view of the recent tendency for imports to rise while domestic production

falls, the Commission believes that the situation should be kept under

close review, and intends to take the following actions:

1.

2.

Annually, t4 report in detail on third comntry ccal] izporis
and to issu# forward assesszents of the Cozmunity coal za~ket
in the ligh% of forecasts of Coxmunity production, of ke
development of different market sectors, and of coal izporis
from third countries.

V4
Regularly to exazine the forward assesszenis OF the Co=munity coal
narket with high ievel representatives of the mexber states with a

view to endeavouring to arrive at coxmon policies,

To take appropriate initiatives to encourage the menber states
to introduce automatic licencing procedures for ceal imports
from third countries and transait probptly to the Cozaission
such information as it requires about these izmports for tihe

preparation of its reports and assessazents.

15. This 1s the zinizuad action necessary to enadle the Commxnity 4o kesp

a watch on the sitvations If further developzenis show the niled for

further action, these can de considered at tke apprepriate tide.

16. Yeasures to supporil Community coal production, and to encoura&e inira-

Cocounity trade in coal, are being pursued separately.

R S b S Twt s AN



Statistical Annex

Tabdle 1 shows the position of ccal in the primery energy dalance Sheets
of the Veaber states; detailed data for 1976 are not yet availadle.

T2tle 2 shows coal consunption trends in the {our main sectors: coxing
plarts (mainly the steel industry), power statiors, dozestic and oiker
consuzers. Leaving aside power stations, there have been reductions in
both disposals and consunption since 1973, particularly if{ the 4rend of
coke stocks at coking plants is teken into account (see Tatle 5). 1In

the case of the coke market, the fall in consuzption is & direct
corsequence of the recession in the steel industry. Coal-=burn in thermal
power stations was larger in all member countries, particularly so in

Gerzany and France.

Table 3 Coal production has been declining continually since 1973,
partly because of falling sales.and partly as a result of stagilating
productivity.

Tatles 4 & 5 The figures of rising stocks should be seen in tlle context
of falling production. For the United Kingdom about 8 million tonnes of

power station stocks, stored at ths KCB's expense, should be aided to

Tatle 4 to bring the relevant figures up to date for the ernd of 1976.
of coal imports

M2xle 6 shows the trend/du:mg the past four years and forecasts by the

Jezter States for 1977. According to these, total coal izports in 1977

aould e 50% up on 1973, in spite of lower overall demand for coal.

Tatles 7 & 3 The figures for steam coal and other grades are estimates,

as statistics for the utilization of imported coal by sectors of
consurnption are available only for coking plants. Statistical returns
kave long been malde for coking plants but were rnot introduced for power
station supplies until 1976. It is nevertheless abundanily clear that
the sharp rise in iaports is attributable to a large increase in the
use of stean coal, despite a drop in total fuel comsumptiorn in therzal
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power stations in 1974 and 1975. However, coking coal imports alse
geviate significantly froa the fallirg dezard <irend resaltirg froa

the depressed condition of the ateel industry.

Tables 9 &4 10 The deliveries and purchases of hard coal and c¢cké in

intira~Cozzunity trade show the contraction in the comnon market for coal

in 1975 and 1976 coapared to the base year of 1973. .

Table 11 presents a consolidated forecast of the Community coal =arket

in 1977 based on information obtained from Mexber States and ccal
producers in Kovezber/December 1976. The "balance sheet™ shows' a further
rise in stocks totalling 8 million tonnes Clncluding coke). Trte following

coznents should be made:

B: Some figures may be optimietic as the trend for the steel industry
is 8till uncertain. ‘

Dt an additional 2 million tommes for stocking at power statilms
(originally envisaged for 1976) may be purchased by the eldctricity
gerierating industrye.

Ps Destocking 1.2 million tonnes iz an optimistic assuzption dnd depends
on a steel industry recovery by 3 to 5% and Electricité de France
burm the planned 14.2 million tonnes.

G3: Eigher production, e.g. 127 million tonnes will be achieved wiin
& aore effective productivity scheze. On the other kand, dis;osals
- %o the power stations amight be lower by < 3 million tonnes. In the
event ol both higher production and lower coal burn, additional stocks

arising could reach 7 million tonnes, -

If all edverse effects materialize the arithmetical result for the Community
would be a new rise in coal atocks by + 11.4 million tornes plus another

3 million tonnes of coke (eonverted to coal equivalent) thus increasing
total stocks at collieries; at coal industry colke ovens and at power stations
in the United Kingdom, stiored at the FC3%s expense, tc scce 71 million
tonnes at the end of 1977.
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© Twble 1t Crosr {nlmnd consupifon of primary cources of enecrry and coal eliare
—— NS

(in million t.c.e.) >
Coal thare Coal share : Coal share
1573 in < 1974 in % 1975 in %
z €6,4 25,2 64,8 28,1 €3,6 3,8
Dk 28,0 11,4 25,6 10,9 25,3 12,3
o} 279,8 22,4 372,4 23,2 45,5 12,7
13 255,6 15,5 2:0,1 16,0 224,5 12,9
=L 10,7 0,7 10,3 0,8 9,3 c,8
1 182,6 6,0 188,1 6,1 181,7 6,2
L 743 49,3 7.9 49,3 5,4 43,8
%L £1,8 5,1 86,0 4,8 ° 83,9 4,2
cs 318,2 36,1 206,6 33,5 221,3 €.8
£ | 1.237,4 20,9 1.211,8 20,7 1.227,% 13,5
' -
- VA

N




Tadbla 23 Inlard cdeliveriee of coal eccording to consurers® cactorp
. 1

(in_rillion tonres: t = ¢)

1973 1974 1975 1976 43
Coke ovens 107,0 108,1 102,6 10,6
Power plants 121,2 118,7 123,5 146,9
Donestio 23,8 23,2 19,0 19,6
Others 42,) 45,2 36,9 23,9
Total 300,3 295,2 282,0 292,0

(1) Provisional




LY

L

Tadle 3 Hard coal output (in million %ornee; ¢ = ¢)
e
1973 1974 1975 1976 (1)

J
'B 8'8 8.1 7‘.5 7'2
D 103,7 101,5 99,2 95,3
F 25917 22,9 22,4 22,4
IRL 01 0,1 0,1 0,1
NL 1,8 0,8 - -
c3 10,2 109,2 (2) 127,8 122,0
EC 270, 3 242,6 257,0 247,0

(1) Provisioral

(2) Output affected by miners' strike




b Table &2 Fard coal. To4nl colliery ctocks (end o2 pdriod) ~ mellion tomnes

1973 1974 1975 1575 (1)
h: ] 0,2 0,2 0,8 _1,0
D 9,0 2,4 9,3 11,9 (2)
F 3'4 3,2 505 4'1
NL 0,4 - - -
c2 10,9 6,0 10,6 g,9
EC 23,9 11,8 26,2 25,9

(1) Provisional
(2) of which 3.8 million tonnes Federal reserve

Table S: Coke oven coke. Total producers' stocks (erd of period) = =illica %omnes

1973 1974 1975 1976 (1)
B 0,2 0,3 0,1 0,2 -
D 7,3 1,7 8,2 12,2 (2)
. P 05 0,3 1,1 2,2
I 0,7 0,7 1,1 0,8
};L - - - -
Cc3 2,3 1,0 2,4 2,5
hate; 11,0 4,0 12,9 17,9 ]

(1) Provisional
(2) of which 3.0 million tonnes Federal reserve




Tadble 6

L]

Hard coal irporta (in million tennes)

a) according to country of des*‘nztion

’ 1973 1974 1975 | 1015 )] 177 (2)
B 3,4 4,3 2,4 ! 25 31
DK 3,0 3,S5. 4,1 g 3,6 4,4
D 4.5 4.8 508 { 5'0 Sl?
P 5,4 8,8 10,9 13,9 16,6
IRL 0,6 0,8 0,5 0,4 c,4
I 8,7 9,3 9,6 9,4 10,1
XL 2,8 3,0 2,8 4,0 3,6
c3 1,4 35 5,0 3,0 2,3
EC 29,8 38a0 41,1 42,5 45,17

21 Provisional

2) lMeaber States' forecasts

b) according to country of origin
1973 1974 1975 1576 (1) 1977 ©

USA 1c,1 12,7 13,8 14,5 .
PL 12,3 15,3 14,6 1,1 .
<u 3,7 4,1 37 3,8 .
AUS 2,2 3,8 5,8 4,7 .,
zZA 0,7 1,3 1,7 3,4 .
Dthers | 0,8 . 0,8 1,5 1,1 .
Total | 29,8 18,0 4,1 42,5 .

(1) Provisional




1 imports, according o tvne of coal (in million 4ommey)

Estirates

973 1974 1975 1976 -
Coking coal 17,0 19,4 17,7 18,9
Stezaxn coal 8,0 1,7 17,8 19,1
Others 4'9 6'9 5'6 404 7
Total 29,9 38,0 41,1 42,5
.
: T

et err—



Table 8:

Fard conl imports 1976, accordin» 4o =nd users® cectors

(in million tonnes)

! Coke ovens Power plaats Others
)3} 2,6 0,7 Uy 2
¥ 0,1 35 -
D 0,1 3,2 1,7
F 4,3 745 1,7
IRL - - 0,4
I 7.7 1,5 0,2
NL 2,8 1,1 0,1
2 1,3 1,6 0,1
EC 18,9 19,1 4,4

e

1.5
3,6
5.0

13,5
0,4
9,4
4,0
3,0

4245

e &
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Toble 9-  Intaa W{-}, Aelivarties of coal fa) and coke (¥) (i1 1,070 4omres)

1973 1974 1975 12756 (1

b £ 343 376 sC 310
b) 329 360 ¢ 235 200

X a) - - - -
b) 10 - § 10

D * ag 13o829 160636 130‘18 12-:55
b T.417 8.036 5.C50 4.745

g ag 816 529 451 1)
b 667 876 454 60

IRL 8; - 23 L6 25
b - - 14 -

I &; - - - -
b 40 81 66 70

4 L ag - - M - -
b - - - -

¥L a; 1.203. 816 260 T2
b 658 638 535 515

c3 ag 2.560 1.426 1.897 1.65%
b 78 569 398 20D

b 9a 199 100560 6.849 6: 220

1) Provisional



Tadle 103 Intra-Cormumity receints of conl (a) and coke (B) (in 1,000 <ommas)
1973 1974 1373 1575 (1)
B ag 3,807 54162 3.824 2,722
b 920 1.324 5c4 £S5
iz a; 6 12 p 10
b 18 163 1¢S5 3e)
D Y 3.03% 1.506 1.1¢65 2277
b 0 532 502 50
r ag 7.C£3 7.572 6.259 Sl
b 3.624 4.568 2.770 2. CA
I3L a 15 177 101 200
b 13 7 7 10
)¢ ag 2.902 3.520 3.C£3 3.CC%
b 64 78 121 3
L ag 303 584 471 520
b 3.225 3.105 2,312 IS UA!
NL a 1.119 1.174 1.202 740
b 617 757 413 23
c2 a) 295 109 131 275
b) 51 3 - -b
EC a) 18.751 19.£26 16.590 12,823
b) * 9.199 10,550 €.249 6.220

(1) Provisional




Taile 11

o

Faloree 1977 (in million tonnec; ¢ = 1)

F- IRL I L “ NL aB EC
Production 7.2 - 99,5’ 20,8 0,05 - - - 125,0 | 243,6
Recoveries and corrections 0,7 - 6,3 1,6 - - - - 1,6 10,2
Imports from third countries 31 4,4 592 16Q6 0|4 10,1 - 396 2,3 3,7
Receipts from other ECSC countries 3,8 0,1 1,1 4,9 0,2 | 3,0 0,6 1,2 0,1 | (15,1)
Total availabilities 14,8 4,5 103,1 43,9 0,7 13,1 0,6 4,8 129,0 | 299,5
' Power stations 3,3 38 | 35§ 2,5 | 0,05 | 1,5 - 1,0 80,6 | 149,3
" (mines, public and autoproducers) ; _
Coke ovens 8,3 - 39,4. 14,5 - 1,1 - 3,7 23,4 100, 4
Industry 100 005 204 218 0,1 °t2 036 U 7:9 15:5 ‘
Domestio 1,7 - 2,5 3,1 0,5 0,1 - 0,1’ 11,0 19,0
nMiscellaneggg 0,2 0,2 3,2 2,6 - 0,2 - - 2,2 8,6
‘Total inlan§ . 14,5 45 | 850 | 44,5 ] 0,7 ]13 0,6 | 48 | 1251 | 292,38
~Nh T , .
Exports to third countries - - 1,2 0,1 - - - - 0,2 1,5
Deliveries totkcsg countries 0,3 - 12,5 0,5 - - - - 1,7 (15,1)
‘Stock movements :
a-) coal - - + 4'4 i 1'2 - - - s + 2’0 + 5.2
b) coke-oven coke - - +2,0 | +0,2 - - - - - +2,2
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