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1. EUR-ACOM

EUR-ACOM is the European Association representing the interests of coal
mining communities in Europe. It brings together national associations of coal
mining municipalities or regions in seven member states of the EU, three
accession countries, and two CIS countries:

Belgium
France
Germany
Italy
Portugal
Spain
UK
Czech Republic
Poland
Romania
Russia
Ukraine

Altogether EUR-ACOM represents over 700 municipalities, and many millions
of citizens.

2. General perspectives on the Green Paper

EUR-ACOM welcomes the publication of the Green Paper, and the launch of
a full debate on energy security. EUR-ACOM believes the development of a
European-wide energy strategy is timely.

EUR-ACOM recognises the importance for the well-being of Europe’s citizens
and its economy of meeting climate change and other environmental
commitments, and of fully competitive markets. But EUR-ACOM affirms the
equal importance for Europe’s citizens and its economy of secure and
affordable energy.

As EUR-ACOM’s interest lies with coal, our contribution to the debate will
focus on questions relating to fuel supply for heating and power generation,
and coal’s share of that.



3. The importance of coal

Coal is a major source of power in the EU. This will remain true for the
foreseeable future. As the Green Paper’s figures demonstrate, after a small
reduction between now and 2010, coal will grow as a fuel until 2030.

The importance of coal as a fuel is even greater in an enlarged community
than in the current EU15.

Given the projected substantial reduction in nuclear energy, coal may have an
even greater role to play.

Coal is the most flexible fuel in power generation, best able to respond to
shortfalls in production elsewhere.

While the commitment to increasing energy from renewables is welcome,
realistically it will not offer a significant alternative source of energy for many
years to come.

Gas is already assuming a dominant position in energy provision in some
countries, and coal offers the only realistic prospect of balancing a dangerous
increase in that dominance.

Overall, therefore, coal has a vital role to play in maintaining a balanced
energy policy.

4. Imported coal or European coal?

It is true that the current source countries make imported coal relatively
secure of supply and stable in price. But geopolitical stability for thirty years
or more is much less certain. The only way to be sure of access to supplies
at affordable prices is through indigenous production.

Europe’s import dependency for fuels is disturbingly high. Anything which can
reduce that dependency is to be welcomed.

The amounts of indigenous fuels available to Europe are extremely limited,
and current oil and gas reserves have limited futures. Coal offers almost the
only large-scale and long-term option for an indigenous fuel supply.

Many mines have already been closed throughout Europe – and once closed,
they cannot be reopened. If Europe wants indigenous fuel, it will have to keep
mines open.



5. Production or mothballing?

It might be argued that access to coal reserves could be maintained by
mothballing mines. This would be an ill-considered approach, failing to
achieve the Commission’s goals.

Mothballing does nothing to preserve the industry, the expertise, the
machinery or the jobs.

Mothballing is prohibitively expensive, as the Commission’s own earlier
research showed*.

Any proposal to retain access to reserves by mothballing should be rejected
as costly and counter-productive.

6. How much coal production?

So the logic is that coal production should be continued in the interests of
security of supply. The only real question is how much production should
continue.

Annual consumption in the EU15 is 243m tonnes, and is expected to reduce
only slightly. If security of supply is to mean anything, a substantial proportion
of this – say between a quarter and a third – should be from indigenous
sources.

Current EU15 annual production is 85m tonnes. Reductions already planned
for the French German and Spanish coal industries will bring this down to
74m by 2005. To make a meaningful contribution to security, all or most of
that output will need to be retained.

In a Europe of 30, both consumption and production are approximately 2.4
times greater than in the EU15. The production expected to remain when the
current round of restructuring in the accession countries is complete will be
not much more than the additional amounts needed to underwrite security in
this enlarged market.

7. The case for subsidies

Much indigenous European coal – with the notable exception of British deep-
mined and most opencast production – has little realistic prospect of
competing with world coal prices. To maintain significant European coal
production will require subsidies.

Subsidies are fully justified by the need for security of supply.



Since subsidies are to guarantee supplies, this overrides any questions about
distortion of markets or free trade. This also means there need be no link
between subsidies and competitivity.

The amounts of money required to ensure coal production are relatively
modest, especially compared with the cost of a price hike in any of the major
fuels.

Subsidies which guarantee production have the added advantage of
delivering useful social and regional policy impacts in lagging areas.

The Commission has recently proposed a regulation for a scheme to extend
operating aid to 31 December 2010. If adopted, that proposal – at least in the
medium term – will largely meet the needs outlined above, although the
proposed requirement for degression is unnecessary.

8. Who pays for subsidies?

The current system is that subsidies are paid by and at the discretion of
individual member states, subject to approval by the Commission. The Green
Paper and the proposed regulation assume this will continue. In the short
term this is certainly the only realistic option, and it is important that legislation
be in place to permit subsidies when they are considered appropriate and
desirable.

But this system of subsidies means that only the coal-producing countries pay
subsidies. Since the intention is to maintain production for European-wide
security, it seems only fair and logical that the cost should eventually be met
on a European-wide basis, which means either all member states paying coal
subsidies or, more realistically, the EU itself paying them.

The Green Paper makes a case for far more energy policies to be concerted
at EU level, implying the transfer of some of the national competence of
member states in this field to the EU. In that longer term context, the EU
should consider making the treaty and budget changes necessary for it to
become the institution responsible for coal subsidies
.

9. Coal’s contribution to environmental improvements

Coal is often seen as a dirty fuel, and certainly older coal burning power
stations are the source of many damaging emissions.

New advanced techniques offer the means for coal to continue to provide
substantial energy for Europe, but with much less harm to the environment.



In fact converting existing older coal fired power stations to clean coal could
save thousands of tonnes of harmful emissions. Building the newer even
more advanced plant would save even more.

The environmental effects (and the savings available) are the same for
imported or indigenous coal. But if indigenous coal is being burnt, there is an
industry which has far greater incentives for the investment and for the
research and development in clean coal.

10. Summary and conclusions

� Coal is and will remain a major source of power and heat in Europe

� The only sure access to a supply of coal is by producing it in Europe

� Coal is one of Europe’s few indigenous fuels

� European-mined coal offers one of the few means of reducing Europe’s
import dependency

� Maintaining access to European coal means continuing production –
mothballing is ineffective and expensive

� Production should be maintained at around 70m tonnes a year (EU15)

� Subsidies are justified to ensure security of supply. Since that is their
purpose, there need be no link to competitiveness

� In the short term, the right for member states to be able to provide
subsidies must be maintained. In the longer term the responsibility for
maintaining European-wide energy security should be transferred to the
EU

� Coal and clean coal technologies can make a major contribution to
environmental improvements, provided support for investment and
research are made available.

* The Prospects for Mothballing and Re-opening Collieries. Prepared for the Commission of
the European Communities. J.R.Cowan C.B.E., B.Sc.,F.I.Min.E. April 1992.


