
Electric utilities' increasing reliance on 
coal could have a major impact on the 
Southeast's economy. Coal users and 

producers, however, must deal with several 
unanswered questions as they plan for the 

near future. 

Electric 
Utilities 

in the 
Southeast 
Turning to 

Appalachian 
Coal 

The U. S. coal industry may be 
on the verge of reviving after a 
period of decline in which 
many considered the fossil 
fuel an energy source whose 
t ime had passed. But the turn-
around will depend on electric 
utilities' demand for coal to 
generate power. 

Coal, the cheapest of all 
fuels before World War II, 
began to lose its economic 
advantage as petroleum prices 
fell after the war. When oil 
and natural gas emerged as 
competitors, the coal industry 
lost important markets such 
as transportation and residen-
tial heating. 

As a result of the 1973 oil 
embargo, however, petroleum 
costs began to climb and the 
nation began looking for a 
serious alternative to costly 
oil and natural gas. Technolog-
ical efforts to clean up coal 
also have helped attract the 
nation's renewed attention to 
the fuel. And, in the future, 
anticipated production of gas 
and synthetic liquid fuels from 
coal should increase coal's 
competitiveness. 

Utilities: 
Coal's Major Market 

Electric utilities are finding 
coal one of the most conven-
ient energy alternatives be-
cause of its relative cheapness, 
abundance, and high reliability. 
Because of these advantages, 
power companies today con-
sume nearly 70 percent of the 
coal mined in the United States. 
The coal industry's loss of trans-
portation and home heating 
markets has been more than 
offset by electric utilities' in-
creasing demands during the 
last 30 years (see Chart 1). 
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Chart 1 . U.S. Coal Distribution by Major Markets 
(Million short tons) 
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Electric generating plants use large boiler fur-
naces to burn coal at high temperatures to 
release coal's energy which later converts water 
into steam; the steam then turns the blades of a 
turbine and generates electricity. Coal can also 
cause chemical reactions directly as in the re-
duction of iron ore for steel production, or 
indirectly as a source for the production of 
synthetic gaseous or liquid fuels. 

Several utilities in the Southeast claim that 
their early selection of coal now allows them to 
offer lower residential bills. Power companies 
using coal as their primary fuel and operating 
under a proper regulatory environment are in 
fact among the top performers in the investment 
utility market. Tampa Electric Company's success 
story is a good example of a utility that based its 
growth and high p r o f i t a b l y standards on gener-
ating as much as 80 percent of its energy from 
coal. 

The Southeast has a direct link to the future of 
coal because the fuel is becoming increasingly 
important to so many electric utilities. The quality 
and accessibility of this region's coal make the 
mineral attractive to southeastern utilities and 
foreign buyers. 

In addition, Alabama and Tennessee boast 
important reserves that supply much of the coal 
for utilities in the region. Active coal mines in the 
two states produced more than 36 million tons in 
1980 (Table 1). Although coal produced in the 
region represents only 4 1/2 percent of the 

nation's output, it has become increasingly im-
portant to the Southeast's electric utilities and 
metallurgical sector. 

Southeastern coal is ranked as high volatile 
bituminous, a superior bituminous for utilities 
because of its lowsulphur, low ash, and high heat 
production. 

In 1980, nearly half of the 77 million tons of 
coal consumed by electric utilities in the region 
was supplied by Kentucky and as much as one-
third came from Alabama and Tennessee mines 
(Table 2). Alabama mining activity provided as 
much as 70 percent of the state's utility require-
ments, while Georgia and Florida depended on 
Kentucky's coal for nearly half their demand. 

The important role that coal plays in the 
Southeast's economy guarantees that industry 
problems are reflected throughout the region. 
The current recession, high coal inventories, and 
depressed prices, for example, are producing 
severe consequences for Appalachian commu-
nities, many of which consider coal their most 
vital resource. Most counties in the southern part 
of the region have based their economic survival 
for decades on mining, and it remains Appalachian's 
largest employer. 

According to the Bureau of Labor Statistics, 
unemployment rates for coal-mining counties 
are running high. Rates in Blount (Alabama) and 
Campbell (Tennessee) during the first five months 
of 1982 were 19.5 and 19.0 percent, well above 
corresponding rates of 1 3.8 and 11.5 percent for 
Alabama and Tennessee. 

Including bonuses and other paid benefits, 
coal miners may average between $25,000 and 
$35,000 annually, standing among the best paid 
U.S. workers. But coal miners work in often 
unfavorable environments and run many risks to 
earn their high pay, since mining is one of the 
nation's toughest industrial jobs. Despite mining's 
high income levels, Appalachia figures among the 
nation's most economically deprived areas; the 
coal industry has unfortunately failed to produce 
significant growth or prosperity in this region. 
The low annual per capita income of other 
Appalachian counties (averaging $4,000-$5,000), 
is well below the $9,458 for the United States. 

The coal industry has a long history of labor 
unrest because miners and coal operators often 
have failed to compromise on conflicting issues 
such as miners' income, safety, and other benefits. 
The most recent wage settlement negotiated in 
mid-1981 raised miners' hourly wage to an aver-
age of $ 12 but the preceding strike paralyzed the 
industry for 72 days and disrupted a high share of 
the nation's coal supply. 
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THE VALUE OF APPALACHIAN COAL 

Where the Southeast Gets Its Coal 

Coal mining activities in the United States are 
concentrated in three major regions: the Appalachian 
or eastern coal region, the interior, and the western 
region. 

The largest coal-producing areas are in the Appala-
chian region, with the central and southern Appalachian 
mountains mining much of the coal consumed in the 
Southeast. 

Although the nation's coal industry is located pri-
marily in Kentucky, West Virginia, and Pennsylvania, it 
also extends to Alabama, Georgia, and Tennessee, 
the only southeastern states with such mining activity* 

Coal reserves in Alabama and Tennessee represent 
only about 1 percent of the 472 million tons of 
demonstrated coal reserves in the U. S. However, the 
reserves are large enough to provide the region with 
more than seven decades of coal at current con-
sumption levels Georgia has limited coal reserves 
mined in the northwestern part of the state. They 
produce small quantities of coal for use in the metal-
lurgical sector. 

Most of the region's intense coal mining is in 
northeastern Tennessee and northwestern Alabama. 
Most coal produced in the Southeast (50 to 60 
percent) is allocated to electric utilities which value 
the high volatile bituminous coal as a boiler fuel. The 
rest is consumed locally by the metallurgical industry 
in Alabama or exported to Japan and Europe. 

According to the Department of Energy, the average 
price paid for coal by utilities in 1981 was about $32 
per ton. Although southeastern coal costs utilities in 
the region about one-fifth more than the nation's 
average price, it offers two clear advantages: Appala-
chian coal has a high BTU rating, or higher heat-
producing ability, and it offers lower transportation 
costs 

Consequently, Appalachian coal has supplied a 
high share of utilities' consumption in Georgia, Alabama, 
Tennessee, and surrounding states Due to the com-
parative advantages of coal from this region, it is likely 
that southeastern utilities will continue to rely on 
Appalachian coal for their future power generation. 

Some Facts About U-S- Coal Production 

U. S. coal use dates back as early as 1745-55 when 
it was discovered and first mined in Illinois, Virginia, 
and Ohio. During the early days of the industrial 
revolution, much of the nation's economic growth 
depended on its abundant coal. The spread of indus-
tries and railroads boosted coal demand during the 
1920s During the Great Depression and World War II, 
the coal industry experienced first an acute downturn 
and then a surprisingly strong recovery. 

*ln this article, the "Southeast" refers to the six states entirely or partly 
included in the Sixth Federal Reserve District—Alabama, Florida, Georgia 
Louisiana, Mississippi, and Tennessee. 

Coal Mining, Production Methods, and Quality 

Coal can be mined basically in two ways: surface 
(strip) mining or underground (deep) mining. 

Surface mining is used when coal is found close 
to the earth's surface or on hillsides Coal is stripped 
from the ground by heavy earthmoving equipment. 
The western region uses this method widely because 
its terrain generally is parallel to coal seams. In the 
Appalachian coal fields, strip mining methods are 
also used; however, some coal is extracted using 
contourstrip mining techniques since coal deposits 
outcrop from hills or mountains 
Underground mining extracts coal that lies deep 
beneath the earth's surface. Although modern 
equipment has been introduced in recent years, 
this technique still requires extreme safety pre-
cautions. Underground miners must descend into 
deep coal beds; their only connection to the out-
side world are shafts and passageways sometimes 
thousands of feet long. There, coal is broken using 
explosives, continuous digging machines, or long 
wall cutting equipment Finally, coal is loaded into 
shuttle cars or conveyor belts that transport the 
material out of the mines. 

Western Coal: Out look Clouded by Unresolved 
Issues 

The vast and rich western coal reserves of the 
West—mainly in Wyoming, Montana, Colorado, and 
Utah—offer this country's most promising areas for 
future coal mining. 

Besides its abundance, western coal is often cheaper 
to mine because reserves lie near the earth's surface, 
making it accessible through large-scale strip mining. 
It also is attractive to utilities due to its low sulphur 
content. 

Despite these positive factors, the western region 
faces three important constraints that must be resolved 
in the future: 

(1) an incomplete railroad system that offers only 
partial access to mines and markets; 

(2) environmental regulations that escalate costs 
by requiring producers to restore mined land to its 
original use, and 

(3) large portions of western reserves are federally 
owned, requiring producers to sign leases with the 
government to mine coal. 

A controversial issue concerning western coal de-
velopment is the use of slurry pipelines as an alter-
native to rail transportation. Slurry pipelines offer an 
economic and efficient alternative for connecting 
western mines utilities, and ports 

Congress is debating whether to grant slurry pipe-
lines the right of eminent domain to cross state lines 
and private property. Naturally, slurry pipelines face 
strong opposition from other shipping interests 

The struggle in Congress between pipeline advocates 
and other shipping interests is likely to postpone for 
some time the full development of western coal. 
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Table 1 . U.S. Coal Reserves 
(millions of tons) 

Selected Demonstrated Reserve Base 1 Coal Annual 
Producing Percent Percent Production Average 
States Total Underqround Surface 1970 1980 Growth 

Montana 120,428 59 41 3.4 29.9 77.9 
Wyoming 69,924 61 39 7.2 94.9 121.8 
Illinois 67,606 78 22 65.1 62.5 0.4 
West Virginia 39,776 87 13 144.1 121.6 1.6 
Kentucky 34,002 76 24 125.3 150.1 2.0 
Pennsylvania 30,281 96 4 80.5 93.02 1.5 
Ohio 19,056 68 32 55.3 39.4 2.9 
Colorado 17,281 71 29 6.0 18.8 21.3 
Texas (lignite) 12,660 — 100 N A 29.3 N.A 
Indiana 10,586 84 16 22.2 30.8 3.9 
North Dakota 

(lignite) 9,952 — 100 5.6 16.9 20.2 
Utah 6,478 96 4 4.7 13.2 18.1 
Virginia 3,471 76 24 35.0 41.0 1.7 

District States 
Alabama 5,000 35 65 20.5 26.4 2.9 
Tennessee 984 67 33 8.2 9.9 2.1 
Georgia 4 53 47 * * 

U.S. Total 472,714 61 39 612.7 829.7 3.5 

'Represents 100 percent of coal in place as of January 1, 1980. 
' Including Anthracite 
'Coal production in Georgia was only 5,000 tons. 

Sources: U.S. Department of Energy: Demonst ra ted Reserve Base of Coal in t h e U-S. o n January 1,1980, May 1982; Energy Data Report, 
October 23,1981; and Coal Data, A Reference, July 1980, p. 19. 

Table 2. Origin and Destination of Coal Receipts to Electric Utilities, 1980 
(thousands of tons) 

Origin 
Destination District 

Total 

Total 
Consumption 

from Coal-
Producing States Origin Alabama Florida Georgia Louisiana Mississippi Tennessee 

District 
Total 

Total 
Consumption 

from Coal-
Producing States 

Alabama 14,233 469 437 687 _ 15,826 15,826 
Tennessee 1,024 108 1,595 — — 3,978 6,705 7,643 
Indiana 3 — 1,357 — 46 663 2,069 27,266 
Illinois 150 2,124 4,799 — 489 519 8,081 53,396 
Wyoming — — — 2,068 — — 2,068 89,731 
West Virginia 318 10 — — — 175 503 53,115 
Pennsylvania — 16 — — — — 16 50,948 
Kentucky 1,648 4,853 12,799 _ 1,370 16,006 36,676 112,380 
Ohio 2,441 — 43 — — 136 2,620 34,324 
Virginia 20 51 276 — — 366 713 13,769 
Colorado — — — — 755 — 755 13,566 
Other States 1 1,053' 1 — 404 — 1,459 122,031 
Total Output 

Consumed 
by Utilities 19,838 8,684' 21,307 2,068 3,751 21,843 77,491 593,995 

'Includes 987. million tons imported from foreign suppliers. 

Source- U.S. Department of Energy (EIA), Cost and Qual i ty of Fuels for Electr ic Util i ty Plants, 1980 Annual. 
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However, the improved outlook resulting from 
the strong demand of utilities has brought some 
hopes to the region because increased production 
affects not only earnings and employment but 
the well being of the entire Appalachian area. 

In addition, public policy encourages electric 
utility plants to use coal instead of petroleum 
and natural gas.1 Some utilities converted their 
oil and natural gas plants to coal during the 1970s 
in accordance with the Power Plant and Industrial 
Use Act of 1978. Although southeastern utilities 
have also converted oil and gas-burning plants to 
coal, new coal-generating capacity in the area 
will come largely from new coal plants scheduled 
to be completed before 1990. 

New Technologies in Coal 
One of the brightest hopes for the coal industry 

may rest with experimental efforts to clean up 
the fuel and to eliminate the need for pollutant 
controls. 

Efforts to improve coal utilization have created 
technologies that now produce cleaner coals 
and even synthetic fuels from coal that substitute 
for oil. Other advances have enhanced the possi-
bilities for coal gasification, liquefication, solvent-
refining, and the capture of sulfur pollutants, a 
process known as f luidized-bed combustion. 

In mid-1981, an experimental plant owned by 
the Southern Electric System became one of the 
few research centers in the United States to use 
raw coal in the production of synthetic liquid fuel 
that eventually could power motor vehicles. The 
plant, located in Wilsonville, Alabama, has for 
some time been the center of intense techno-
logical efforts to turn coal into clean-burning 
solid and liquid fuels. A clean-burning substitute 
eventually could eliminate the need to equip 
new power plants with the expensive scrubbers 
now required to clean up smoke from coal 
combustion. The liquid and solid fuels from coal 
probably will not be commercially competit ive 
for several years: 

Fluidized-bed combustion (FBC) is the other 
important process offering to broaden future 
markets for coal. This process involves capturing 
sulfur dioxide emissions by burning coal in a bed 

'This legislation (P. L. 95-620) prohibits most new power plants from burning 
oil and gas. It also provides for tax incentives to utilities that construct and 
convert coal-fired plants from oil and gas and penalties for failures to do so. 
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of noncombustible limestone particles. The huge 
Tennessee Valley Authority (TVA) is currently 
undertaking research on the FBC method, designed 
to permit the continued use of high-sulfur coals 
which are abundant in the Tennessee Valley. 
Because this technology implies higher initial 
plant investments, it probably will not be in wide 
use before the end of this century. 

Gasification is currently the most promising 
alternative for coal use because it converts coal 
into clean-burning natural gas. Coal gasification 
chiefly consists of separating the carbon and 
hydrogen content of the coal prior to its conversion 
to gas. The nation's first underground gasification 
plant is under construction in Beulah, North 
Dakota, but it is doubtful that the plant will be 
economically competit ive when completed in 
1984.2 

Lagging Electricity Demand and Financial 
Pressures Trouble the Utility Industry 

Despite a national trend toward the use of coal 
for power generation, utilities could be affected 
by the weakening demand for electricity and the 
deteriorating financial position of some firms. 

In the Southeast, however, electricity demand 
has grown a little faster than the nation's average 
because of continued migration and the industry's 
recent decentralization.3 In spite of conservation 
efforts, electricity demand has been growing in 
Florida, Louisiana, and Georgia due to the con-
tinuing influx of people and industry. By contrast, 
cities in Alabama, Mississippi, and Tennessee, 
hard hit by the recession, have experienced 
declining electricity sales, due to shrinking in-
dustrial and residential demand (see Chart 2). 

The deteriorating financial health of the utilities 
industry has affected not only increased coal use 
but also has impacted the general economy. 
Electric utilities are among the most capital-
intensive industries, currently accounting for one-
fifth of all new industrial construction.4 

Many of the industry's financial ills are attri-
butable to weak revenue growth and the costly 
measures necessary to control environmental 
pollution resulting from coal combustion. 

' T h e New York Times, November 17, 1980. 
3For a complete view of the Southeast's demographic outlook and industry 
decentralization, see E c o n o m i c Review articles by William J. Kahley May 
1981, and John Hekman, March, 1982. 

-Department of Energy, EIA, Impacts of F inancia l Constra in ts on the 
Electr ic Uti l i ty Industry, December, 1981 
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Since utilities are granted monopolies in their 
operating areas, rates for electrical services are 
regulated in each state by a body of elected 
utility commissioners. During the 1970s when 
inflation, high interest rates, and skyrocketing 
fuel costs shrank profits, electric companies 
repeatedly turned to their regulators, requesting 
approval of higher rates. Because of consumers' 
adverse reaction to rate increases, however, 
political considerations have played an important 
role in regulators' decisions to grant requests. 
Delays in rate advances and weak revenue growth 
have, in turn, impacted the utilities' financial 
performance. 

During the mid-1970s, lagging util ity revenues 
translated into lower profits, which made utilities' 

FEDERAL RESERVE BANK O F ATLANTA 

stock less attractive to investors. Plant construction 
programs, then, had to be financed largely wi th 
long-term borrowing that added to utilities' fi-
nancial burdens. 

However, during recent years some utilities in 
the region have acted f irmly to overcome their 
financial difficulties. Some have been selling 
neighboring utilities not only their services but 
even partial ownership of generation capacity. In 
addit ion, some larger companies plan to expand 
and market their technological knowledge to 
developing countries and to domestic businesses, 
opening new avenues for future growth. 

Electric utilities have asserted repeatedly that 
environmental controls constitute an important 
obstacle to the increased use of coal. It is diff icult 
to assess the impact of pollut ion control on a 
company's performance; however, a survey of 
selective power companies in the region indi-
cates that between 15 to 30 percent of utilities' 
costs are attr ibutable to pollution-control mea-
sures. Southeastern utilities wi th higher coal 
consumption have about one-tenth of theirplant 
assets invested in pollution-control facilities. (See 
Appendix on the performance of selected south-
eastern utilities during 1980). 

The political debate in Congress is likely to 
heat up soon over controversial clean-air issues 
involving air quality near power plants and sulfur 
dioxide emissions, blamed for a phenomenon 
commonly called acid rain. Pending legislation 
such as an amendment to the Clean Air Act of 
1970 could have tremendous impact in utilities' 
future coal use. 

Coal's Future Outlook 
Coal's future has raised both high hopes and 

serious questions in the industry. Big uncer-
tainties such as oil prices and the future supply of 
energy in an unstable world have gained greater 
attention in recent years. The recent increase in 
coal demand from utilities and foreign markets is 
one of the most positive developments ever for 
the nation's coal industry. But will the lagging 
electricity demand impede coal's revival? Wi l l 
U.S. coal exports repeat the surprisingly high 
records of 1980-81? 

The behavior of world energy prices and supplies 
are important to coal's future because markets 
remain highly dependent on global developments. 

Oil, in particular, will continue to influence 
coal's supply and demand. Coal's price advantages 
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Chart 3. Coal and Oil, Comparable Price Projections 
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compared to oil are likely to broaden beyond the 
next decade, a favorable outlook for increased 
coal use. Official projections indicate that oil 
prices in 1995 will be nearly eight times the price 
of coal, up from only three times in 1980 (see 
Chart 3). 

These projections are conservative since they 
do not include the possibility of disruption in 
world oil markets, such as those during the 1973 
embargo and the Iranian revolution in early 
1979. 

But how is waning electricity demand affecting 
coal use? 

The nation's 0.3 percent growth of electricity 
demand during 1980-81 was one of the smallest 
in years. The National Electric Reliability Counci l— 
which plans and coordinates power supply for 
the utility industry—has in recent years lowered 
its 10-year projection for electricity consumption. 
The latest NERC projected average growth rate 
for both the Southeast and the nation is only 3 
percent, down from the nearly 8 percent growth 
projected during the mid-1970s.5 

However, the region's projected growth means 
that electricity demand would still double shortly 
after the year 2000. 

Will this slowly rising growth really affect future 
generation from coal? The outcome depends on 
factors such as utilities' energy mix and regional 
differences that may determine generating costs. 
According to the NERC, the District's largest 
utilities are highly dependent on coal as their 
major source for electricity generation (see Chart 
4). During 1981, coal supplied nearly 70 percent 
of the combined energy requirements of the 
Southern Company and TV A, generating more 
than 1 74 billion kwh of electricity. By contrast, 
Florida utilities are meeting nearly half of their 
energy requirements with costly oil, while nuclear 
power, coal, and gas provide the remainder. 

By 1991, District utilities are expected to 
phase out oil and natural gas by increasing their 
use of coal and nuclear power. By the end of the 
decade, TVA and the Southern Company expect 
to increase nuclear power substantially while 
maintaining coal as their major fuel. Even though 
coal's share of total energy requirements for TVA 
and the Southern Company is expected to de-
cline by 1990, coal will continue to be the major 
source for electricity generation. Florida utilities 

'Nat ional Electric Reliability Council, Electr ic Power Supply and Demand 
1982-1991, September 1982 
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expect to more than triple their coal use by 1991, 
increasing coal generation from 16 percent in 
1981 to 48 percent while cutting oil and gas 
consumption substantially. 

In the event of a continued slowdown in 
electricity consumption, coal demand in this 
region probably will not be affected as much as 
demand for gas and oil. For utilities close to the 
Appalachian region with coal-generating capacity, 
lower demand will even favor coal or nuclear 
power because of their lower generating costs. 

On the other hand, utilities in Louisiana and 
Florida with existing oil and gas-generating ca-
pacity may slow their planning for new coal 
plants. So far, though, coal plant construction in 
the Southeast hasn't been affected by the lower-
than-expected demand. In fact, southeastern 
utilities still plan to increase coal-generating 
capacity by 13,138 megawatts before 1990 (see 
Table 3). 

Instead, lagging electricity demand, excess 
capacity, and lower oil prices have affected the 
completion of several nuclear power plants through-
out the nation. Concern about the safety of 
handling radioactive materials resulting from the 
Three Mile Island accident in 1979 and over the 
disposal of waste material remains a major con-
straints for the nuclear power industry. 

In the Southeast, two major utilities recently 
deferred the completion of new nuclear plants. 
Georgia Power deferred for two years two nuclear 
units that represent 2,300 megawatts of capacity 
(see Table 4). TVA's recent cancellation of several 
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Florida utilities 
to triple coal use 
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nuclear reactors represented an important setback 
to that utility's ambitious plans for nuclear gener-
ation. TVA deferred construction of some of its 
planned nuclear units in 1979 because of lower 
projected demand. 

Coal Exports 
Another encouraging sign for the coal industry 

is the rapid growth of coal exports. Coal exports 
during 1978-1981, for example, increased nearly 
42 percent. In 1981, exports surpassed even coal 
consumption by this count r /s coke plants, coal's 

second most important market during previous 
years. 

According to the National Coal Association, 
worldwide imports of steam coal will triple by 
1990. U.S. coal exports, although only a small 
share of the nation's output, increased substan-
tially during the last two years. Southeastern 
ports with coal-handling facilities kept busy hand-
ling coal shipments to markets in Europe and the 
Far East. 

Mobile, New Orleans, and Savannah recently 
have disclosed ambitious port expansion plans 
to handle future coal exports. The McDuff ie coal 
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Table 3. Additional Coal-Generating Capability Scheduled by Utilities in the Southeast 
(in megawatts) 

Electric Utilities Coal Plants 
Scheduled Plant 

Completion Dates 

Additional 
Coal-Generating 

Capability of 
Plants (1981-91) 

Alabama Power Co. 
Alabama Electric Coop. 

Miller 2, 3, 4 
Unit 1 

5/85- 5/91 
6/87 

1,962 
370 

Total Alabama 2,332 
Georgia Power Co. Scherer 1, 2, 3, 4 2/82- 2/89 3,232 
Total Georgia 3,232 
Florida Power Co. 

Tampa Electric Co. 
Florida Power and 

Crystal River 4, 5 
Seminole 1, 2 
Big Bend 4 

12/82-12/84 
6/83- 1/85 
3/85- 3/89 

1,280 
1,200 

417 

Light Co. 

Orlando 
Tampa Electric Co. 
Others in Florida 

District 

St. Johns River 1, 2 
Martin 3, 4 
Stanton 1 
Manciness 

12/85- 6/87 
12/87-12/89 

11/86 
3/89 

5/81-10/81 

1,100 
1,400 

355 
400 

669 
Total Florida 6,821 
Mississippi Power Co. 
Southern Mississippi 

Daniel 2 
Coal 1 

6/81 
6/87 

503 
250 

Total Mississippi 753 
Total Southeast 13,138 
Source: Electr ic Power Supply a n d Demand, 1981-90, National Electrical Reliability Council, July 1981 and utilities' 

annual reports. 

terminal at the Port of Mobile, for example, will 
double coal capacity by 1985. Mobile, as well as 
other Gulf ports in the Southeast, affords sub-
stantial cost advantages in handling coal from the 
Appalachian region, offering costs as low as 
$10.25 per ton, while transportation costs to 
some eastern ports from mining regions can be 
as much as 50 percent higher.6 

Completion of the Tennessee-Tombigbee Water-
way, scheduled for the mid-1980s, will provide 
additional savings for coal exported through 
Mobile. The waterway is expected to be an 
important alternative route for coal exports from 
the Appalachian region. Some forecasts have 
estimated that 21 of the 28 million tons of freight 
projected for the waterway annually will be coal 
shipments, more than half exported through the 
Port of Mobile. 

Future markets for steam coal exports in parti-
cular promise new growth opportunities for Ap-
palachian producers of high BTU and lower 

6Fortune. December 14, 1981, pp 122-126 
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sulfur coal. Steam coal demand from Western 
European markets appears to offer the best 
possibilities for future coal exports. 

In fact, steam coal exports from the Appalachian 
region are estimated to reach nearly 75 million 
tons in 1995, up from 28 million tons in 1980, 
with Western Europe accounting for 70 to 80 
percent of the total demand.7 * 

Future coal exports through ports in the South-
east will depend on how other important world 
coal-producing nations normalize production. 
However, the United States' reputation for supply 
stability could enhance its future position in the 
export market for coal and allow the continuity 
of coal shipments overseas. 

Summary 4 

Coal's outlook appears promising. New markets 
for coal are opening up, coal's price advantages 

'Appalachian Regional Commission. Potent ial Role of Appa lach ian Pro-
ducers in t h e Steam Coal Export Marke t November 1981. 

-
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Table 4 . Additional Nuclear Plant-Generating Capability 
Scheduled by Utilities in the Southeast, 1981-90 
(in megawatts) 

Plants Nuclear-
Scheduled Plant Generating 

Utilities Unit for Commercial Deferral Capabilities 
by State Name Operation Dates of Plants 

Alabama Power Co. Farley 2 7/81 — 807 
TVA Bellefonte 1, 2 6/86 & 6/87 — 2,426 

Total Alabama 3,233 

Florida Power Co. St. Lucie 12/83 729 

Total Florida 729 

Georgia Power Co. Vogtle 1 5/85 12/87 1,150 
Georgia Power Co. Vogtle 2 11/87 12/88 1,150 

Total Georgia 2,300 

TVA Yellowcreek 1 4/88 8/97 1,285 

Total Mississippi 1,285 

TVA Sequoyah 1,2 3/81 & 7/82 — 2,296 
TVA Watts BAr 1, 2 3/84 & 1/85 — 2,354 
TVA Hartsville A1 7/88 8/96 1,233 
TVA Phipps Bend 1 2/89 cancelled2 1,233 
TVA Hartsville B2 4/89 cancelled2 1,233 

Total Tennessee 8,349 

Total Six District States 1 M 9 6 ' 
Less units under review for cancellation or deferrals (4,984) 

Total Nuclear-generating capabilities in the Southeast (1981-1990) 10.912 

'Refer to summer megawatt capability. 
2 ln addition to these two units, TVA's staff recently proposed scrapping units Phipps Bend 2 and Hartsville B2, which were in 

deferral status since 1979 
Source: Electr ic Power Supply and Demand, 1981-1990 , National Electric Reliability Council, July 1981, and TVA's 

Review of Load Growth, January 1982 

over other alternative fuels are projected to 
broaden in forthcoming years, and technology to 
make coal more usable is readily available. 

Coal from the Appalachian region has regained 
new importance in recent years due to its quality 
and accessibility which has made it attractive to 
southeastern utilities and foreign buyers. 

Despite these favorable trends, coal users and 
producers must deal wi th uncertainties such as 
the slower than expected growth in electricity 
demand, financial and regulatory constraints, 
and unstable world oil prices. 

So far, weakening demand has not curbed 
utilities' plans for increasing coal-generating ca-
pabilities. Instead, these factors have adversly 

affected the nuclear power industry, with several 
utilities recently discontinuing the planning and 
construction of several new nuclear generators. 

But world oil prices may ultimately determine 
many of the unanswered questions regardingthe 
future of coal and other alternative energy sources. 

It is clear that, at least during this decade, 
Appalachian coal will continue to play a major 
role in meeting southeastern electricity demand. 
Coal export markets also are likely to bring new 
growth opportunities to Appalachian producers 
and to increase the activity of southeastern ports 
with coal terminals. 

—Gustavo Uceda 
and Gene D. Sullivan 
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APPENDIX 
ELECTRIC UTILITIES IN THE 

SOUTHEAST INCREASING THEIR FUTURE 
COAL-GENERATING CAPABILITIES 

Although electric utilities in the Southeast sell an 
identical product and enjoy monopolistic marketing 
advantages, they face the 1990s with differing alter-
natives based on dissimilarities such as ownership 
and the fuel mix used to generate electricity. 

The rising cost of oil and natural gas during the 
1970s led some utilities to shift to coal and nuclear 
power as alternatives. Most utilities in the Southeast 
have already started to build new coal and nuclear 
units or to convert existing ones to coal. But expanding 
generating capacity implies careful long-term planning. 
Utilities must balance such factors as the six years 
normally needed to build an average size coal-fired 
plant, environmental regulations affecting plant invest-
ment and costs, and changes in projected electricity 
demand. 

Since utilities' future development will impact the 
Southeast, let's look at the performance and develop-
ment plans of a selected number of companies in this 
region. 

The Southern Electric System 

Southern Electric is the nation's largest investor-
owned electric utility system in terms of assets. The 
system includes the parent Southern Company and 
its subsidiaries—Alabama Power, Georgia Power, 
Mississippi Power, Gulf Power, and Southern Company 
Services, Inc. 

Alabama Power Company is a $4.9 billion com-
pany engaged in providing electricity to a major 
portion of Alabama. The company owns 8,000 mega-
watts of generating capacity, of which 9 percent is 
hydroelectric and 18 percent nuclear. Coal, however, 
is the company's major fuel, accounting for nearly 73 
percent of the electricity generated by the company. 
Coal-generating capacity is expected to increase 
1,962 megawatts between 1985 and 1991 as the 
company completes construction of Miller Plants Nos. 
2,3, and 4. Nuclear power has also become increasingly 
important to Alabama Power. The company's first 
nuclear plant, Farley Unit No. 1, began operation in 
late 1977. Asecond plant, completed in mid-1981, has 
added 860 megawatts of new capacity. 

Georgia Power Company is the largest privately 
owned electrical utility serving the Southeast, pro-
viding electricity to over 600 communities in Georgia. It 
also furnishes power at wholesale to 46 municipalities 
and to 39 rural cooperatives. The company's gener-
ating capacity is 11,652 megawatts, of which nearly 
three-fourths is produced by coal-generating stations. 
The company plans to construct new coal-fired plants 
during the period 1982-90, adding more than 15 
percent to its capacity. Georgia Power is considering 
the sale of part of its plant assets to electric utilities in 
Florida Florida utilities, heavily dependent on oil, may 
acquire a 16.5 percent interest of the Vogtle nuclear 

plant. Gulf Power Company, Georgia Power's sister 
utility, purchased a 25 percent interest in units 3 and 4 
of the Scherer coal plant in early 1982. 

Gulf Power Company, although small, has been 
growing rapidly in the past years. Gulf Power provides 
electric power to about 600,000 people in northwestern 
Florida The company's generating capacity is nearly 
1,970 megawatts. Coal is the major fuel consumed by 
the utility, representing 98 percent of all fossil fuels 
entering the system in 1980. In 1981, the company 
put into operation a new 500-megawatt coal-burning 
plant that has expanded its generating capabilities. 

Mississippi Power Company provides electric ser-
vice to 160,721 customers in 23 southeastern Missis-
sippi counties. In addition, the company furnishes 
wholesale electric service to three cooperatives ser-
ving a combined population of over 500,000. The 
company's total installed generating capability is nearly 
1,966 megawatts, of which 74 percent is coal generated. 

Middle South Utilities 

This holding company owns all common stock of 
Louisiana Power& Light, Mississippi Powerand Light, 
and five other utilities in the Southeast. 

Louisiana Power and Light Company generates 
and distributes electricity in a 19,500-square-mile 
area, serving a population of more than 1.5 million. It 
operates seven generating plants, all fueled by oil and 
natural gas.-With a total generating capability of 4,625 
megawatts. The company is constructing its first nuclear 
generating unit, Waterford 3, some 25 miles upriver 
from New Orleans. The facility will add 1,104 megawatts 
to the company's capacity. The utility is building its first 
two 800-megawatt coal-fired generating units in the 
St. James Parish area. 

Mississippi Power and Light Company has a net 
plant capability of 2,763 megawatts. Generating units 
consumed 78.6 percent gas and 21.1 percent oil in 
1981 as the plant's only fuels. The company serves a 
population of about 1.5 million, including the Mississippi 
Delta area Jackson, and portions of south Mississippi. 
Most of the power is company-generated. The balance 
is obtained through interchange agreements with 
affiliates and interconnections with TV A, Mississippi 
Power Company, and Gulf State Utilities. 

The Tennesse Valley Authority (TVA) 

TVA supplies electric power as wholesaler to an 
area covering almost all of Tennessee, portions of 
northern Alabama northeastern Mississippi and south-
western Kentucky, and small parts of Georgia, North 
Carolina and Virginia Generating capacity of the 
coordinated system is 31,053 megawatts, of which 57 
percent is coal-fired, 11 percent hydro, 8 percent 
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A p p e n d i x T a b l e : Performance of Selected Utilities in the Southeast during 1981 

Fossil Fuels Purchased 
by Utilities in 1980 Assets 

Total Percent of Total Percent of Return on 
(trillion Btu) Coal ($ million) Total EPF' Common Equity 

Alabama Power 290.5 99.0 4,880 8.9 8.2 

Florida Power Corporation 161.1 36.4 2,563 7.6 14.4 
Florida Power & Light 376.3 0.3 6,122 8.8 11.1 
Gulf Power Company 82.3 98.4 838 12.6 11.4 
Tampa Electric Company 117.0 78.7 1,037 11.3 14.7 

Georgia Power Company 498.0 99.1 5,886 7.0 12.4 

Central Louisiana Inc. 59.4 5.6 552 — 14.0 
Louisiana Power & Light 166.6 — 2,330 1.5 15.6 
New Orleans Public Service 49.4 — 345 2.4 12.1 

Mississippi Power Company 60.5 85.6 665 10.6 15.7 
Mississippi PowerS Light 80.0 0.3 728 3.4 18.1 

Tennesse Valley Authority 698.7 99.6 15,580 7.5 N.A 

N.A. - Data not available. 

'Asset value of environmental pollution facilities(EPF) in operating plants in 1980 as a percentage of total company assets. Facilities included are 
scrubbers, precipitators, coal washing facilities, and other pollution control installations. 

Sources: Utilities' Annual Reports and U.S. Department of Energy, Stat is t ics of Privately owned Electr ic Uti l i t ies in t h e U.S., Annual 1980, and 
Cost and Qual i ty of Fuels for Electr ic Uti l i t ies Plants, Annual 1980 

combustion turbines, and 19 percent nuclear. TVA 
supplies power to 160 municipal and cooperative 
distributors 50 large industrial customers and several 
federal agencies. It sells low-cost power largely gene-
rated by hydro and coal facilities. The company will 
increase its nuclear power capability by 11,102 mega-
watts by 1990. TVA's research efforts to improve 
environmental standards for coal use are also impor-
tant steps to upgrade the company's future power 
generation. TVA's construction program has increased 
substantially the agency's amount of long-term bor-
rowing. TVA's long-term and short-term financing bonds 
are provided through the Federal Financing Bank. 

Selected Independent Utilities 

Florida Power and Light Company, the fifth largest 
investor-owned utility in the nation, has a capability of 
11,738 megawatts to serve an estimated population 
of more than five million. More than half of the company's 
capacity relies solely on oil. Natural gas and nuclear 
energy account for 19 and 21 percent of capacity. The 
utility began to experiment recently with a mixture of 
pulverized coal and oil. Florida Power expects to have 
its first two coal-burning units, Martin Units 3 and 4, by 
the late 1980s or early 1990s adding 1,400 megawatts 
of capacity. 

The company also plans to increase coal-generating 
capacity jointly with the Jacksonville Electric Authority. 
The St. Johns River Power Project calls for the con-
struction of two 550-megawatt coal units to be com-
pleted in late 1985 and mid-1987, with each company 
taking half the output. 

Tampa Electric Company serves an area of nearly 
1,900 square miles on the west coast of Florida. Three 
steam electric-generating stations and four turbine 
cranking units provide a generating capacity of 2,499 
megawatts. The company has completed an almost 
total shift to coal as its major fuel. Currently, 80 
percent of the company's electrical generation comes 
from coal. The utility plans to increase generating 
capacity upon completion of two additional coal-fired 
units by 1985 and 1989, adding 417 and 400 mega-
watts. In January 1981 the company became the 
corporate base of TECO Energy Inc., a new holding 
company that also parents several non-utility subsid-
iaries. TECO Energy's new subsidiaries are set up to 
take advantage of coal's growing export market while 
securing the utility'sfuture coal needs including trans-
portation and related services Tampa Electric currently 
ranks among the nation's top utilities in profitability 
and bond rating. 

Central Louisiana Electric Inc., even though the 
company's total capability of 1,323 megawatts is 98 
percent gas-fired, coal is also a future alternative. 
Central Louisiana has acquired from a neighboring 
company a 50 percent interest in a 530-megawatt 
coal-fired unit that will be completed late this year. The 
unit will use low sulphur coal from Wyoming. The utility 
plans also to fuel future electric generating units with 
an estimated 150 million tons of recoverable lignite 
reserves from northwestern Louisiana that could in-
crease its capacity with a much cheaper fuel. 

FEDERAL RESERVE BANK OF ATLANTA 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

October 1982


