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Coal in the Global Energy Landscape

Nicolas D. Loris

An abundant, affordable energy resource, coal
provides 30 percent of the world’s energy, 41
percent of the world’s electricity generation and fac-
tors into 70 percent of the world’s steel production.!
While coal is by no means the only source of energy
developed across the globe, it is a critical resource to
driving economic growth all over the world and will
continue to be so well into the future.

As the U.S. federal government is promulgating
and applying regulations to significantly reduce the
use of coal, the rest of the world’s use could propel
coal to the planet’s number one energy source by
2017, surpassing oil.? The purpose of this paper is
not to promote one source of energy over another—
markets should drive energy production and con-
sumption. Instead, this paper reviews coal use in
other parts of the world to highlight how vital it is to
current and future economic growth and improved
standards of living.

China and India. Both coal production and coal
use are occurring at rapid rates in two of the world’s
largest and fastest growing economies. China has
gone from producing 13.6 percent of the world’s coal
in 1973 to 45.3 percent in 2012.% India is now the
world’s third-largest producer of coal and is project-
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ed to surpass the United States to become the sec-
ond-largest in the next five years.

China and India are first and third, respective-
ly, in terms of top coal importing countries as well,
with Japan at number two.* And there are no plans
to curtail the use of coal in China or India: Of the
1,200 proposals for coal-fired power plants world-
wide, China and India account for 818 of them.

Southeast Asia, South Asia, and East Asia.
Although India and China account for much of Asia’s
current and future coal use, other regions of Asia use
large amounts of coal and have plans to use more in
the future. There are plans to build 95 more plants,
with most of them being built in Vietnam, Indonesia,
and the Philippines.

Vietnam is cutting back on exports to meet its
own domesticenergyneeds and hasplanstoincrease
coal-fired generation fivefold by 2020.> Although
coal use has declined in recent years in Indonesia
(providing 22 percent of total energy consumption),
coal production more than quadrupled from 2001 to
2011.° Indonesia reformed its laws to increase trans-
parency and encourage more foreign investment,
and the country is now the world’s fourth-largest
coal producer and the top exporter.”

Europe. Europe’s push to transition to renew-
able energy sources has been very public, but its reli-
ance on coal receives less attention. There are plans
to build 69 coal-fired power plants in Europe as well
as another 47 in Turkey and 48 in Russia.?

As a result of the current and upcoming regula-
tions impacting the coal industry and abundantly
cheap natural gas, the U.S. is shipping more of its
coal to Europe. The decommissioning of nuclear
plants in Germany, Europe’s lag behind the U.S. in
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exploiting its shale plays, and the scaling back of
renewable energy subsidies are all playing a part in
Europe’s increased coal use.” European coal mining
is also increasing because of burgeoning Asian mar-
kets.

Africa. Coal production and consumption on
the African continent are both driven primarily by
South Africa’s use. South Africa derives 94 percent
of its electricity from coal and is planning to build
eight more plants, and the country is among the top
10 coal producers in the world.'®

Affordable, reliable energy is one of many impor-
tant tools that will be critical to increased econom-
ic growth in Africa, and plans exist to build 26 new
coal-fired plants across the continent.

Australia. Coal is an important part of the Aus-
tralian economy in terms of both production and
end use. Australia continues to be one of the world’s
top producers of coal, ranking fifth, and is the sec-
ond-largest exporter of coal, which provides Austra-
lia with its second-largest source of export income."

Coal is also a crucial domestic source of energy
for Australia. The combined generation from high-
er-quality bituminous coal and lower-quality lignite
coal provides more than 75 percent of the country’s
electricity.’> Abundant, low-cost coal is a critical

input for Australia’s manufacturing and industrial
base and thus an important driver of the nation’s
economy.

Central and South America. Although Brazil is
by far the largest coal consumer in the region, most-
ly due to its larger population, coal generates only 4
percent of the nation’s electricity.” Chile is the con-
tinent’s other big user, receiving approximately 20
percent of its electricity from coal.

Colombia, while not a large coal consumer, is the
world’s 10th-largest producer and is an important
trading partner with the United States. Of the small
amount of coal the U.S. does import, 75 percent of it
comes from Colombia.™

U.S. Moving in the Wrong Direction. Although
coal-fired power plants generate over 40 percent of
America’s electricity, the coal industry—and there-
fore American energy consumers—is increasingly
under attack from both proposed and implemented
federal regulations on new power plants, existing
power plants, and mining operations."®

When coal’s decline is driven by market forces,
such as from the extraction and supply of cheap nat-
ural gas from shale formations, consumers and the
economy at large are made better off. But when poli-
ticians unnecessarily choke coal supplies through
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excessive regulations devoid of environmental ben-
efit, the result is less competition, higher prices, and
job destruction.

The rest of the world seems to understand how a
dependable, affordable energy source such as coal
can improve personal welfare and serve as a criti-
cal input for economic prosperity. Congress should
reverse the course of this Administration’s path to
drive out coal and allow the market to determine
America’s energy mix.

—Nicolas D. Loris is Herbert and Joyce Morgan
Fellow in the Thomas A. Roe Institute for Economic
Policy Studies at The Heritage Foundation.




