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Main purpose

The main purpose of the market analysis was to find answers to the following questions: 

· Is import and export driven by prices rather than proximity?

· Is the regional supply enough for wood energy as a main energy resource for district heating?

· Are other wood assortments such as timber or pulp more profitable than energy assortments?

Market analysis was conducted simultaneously for project regions in Latvia, Estonia and Sweden. An Excel sheet was produced to collect data and compare them. 
The main issues examined were divided in three main blocks (see Figure 1):

1. Volume available.
2. Added value chain.

3. End users.

[image: image1.png]



Fig.1. Scheme for data collection 

Due to the lack of the data especially for the costs amount of the data was reduced. Final data on Vidzeme planning region are summarised in Annex of the report.
Methods

The data mainly were obtained from four different sources:
· Timber Bulletin, ECE/TIM/BULL/61/2 – provisional, Forest Products Statistics, 2003-2007, Timber Section, UNECE Trade and Timber Division, United Nations;

· JWEE 2007, UNECE/FAO Timber Section, 2008;

· State Stock Company “Latvia’s State Forests”, www.lvm.lv;

· Central Statistical Bureau of Latvia, www.csb.gov.lv.  

There were almost no data available for 2010 when data collection was done. Due to the fact that there are no regional data for Vidzeme planning region available several assumptions were made:
· 0.27 – factor describing Vidzeme forest area versus total forest area in Latvia;
· 0.11 – factor describing population in Vidzeme versus total population in Latvia;

· 0.25 – factor describing centralised district heating from biomass.

Results

According to JWEE 2007 woody biomass removals from forests in Vidzeme planning region in 2007 was 3.39 million solid m3 but outside forests – 27 thous. m3. Gross regional supply of woody biomass from forests was 2.78 million m3 but outside forests – 27 thous. m3. Regional total woody biomass used for energy per ha forest available for wood supply was 2.6 m³ round wood equivalent/ha. 

Results of collected data are gathered in the figures below. Based on the data from Forest Product Statistics and applying factors (see above) figure 2 shows the use of woody biomass for energy and timber generation in Vidzeme planning region. 
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Fig.2. Regional use of woody biomass for energy generation for DH and timber generation in Vidzeme planning region

Forestry is one of the main economical activities in Vidzeme region where many wood processing companies are operating. Figure 2 gives rough numbers that show the large share of use of woody biomass for timber generation and around 250 thous. m3 for energy generation. Energy generation numbers indicate the use of biomass for district heating needs for households in Vidzeme planning region.
Heat energy production in district heating in Vidzeme planning region and share of the fuels used is shown in figure 3.
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Fig.3. Energy production in district heating and share of the fuels

The share of the fuels used in district heating in Vidzeme in 2005-2009 is steady: it is almost 48-52 for biomass and natural gas. In the meantime it should be mentioned that out of 26 municipalities only two are using natural gas and contribute to the large share of natural gas in overall energy balance of the region.

Volumes and the selling prices of the woody biomass for pulp, timber and energy generation are shown in figure 4. Volumes and selling prices of final products - woodchips, pellets and other biomass products are summarised in figure 5. 
[image: image4.emf]0

10

20

30

40

50

60

70

80

90

0

500 000

1 000 000

1 500 000

2 000 000

2 500 000

3 000 000

3 500 000

2005 2006 2007 2008 2009

Selling price of woody biomass, 

€

/m

3

Volume of woody biomass, m

3

Pulp generation Timber generation Energy generation

Pulp generation Timber generation Energy generation


Fig.4. Volumes and average selling prices (lines) of woody biomass for pulp, timber and energy generation in 2005-2009 
Year 2007 was the peak of the growth of the Latvian economy followed by economical crisis in 2008-2011. The impact of the economical development on wood processing industry is well described in figure 4 with very high prices of the resources in 2007 and decrease in 2008-2009.
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Fig.5. Volumes and selling prices of woodchips, pellets and other biomass products in 2005-2010

The prices of the woodchips and wood logs in 2006-2010 had had a small increase but in average are around 20€ and 30€ per ton respectively. In the meantime the price of the pellets increased from 97€ in 2006 until 135€ in 2010 as well as the production volumes as large pellet factory started operating in 2007. The production volumes of the woodchips and other biomass are stable around 2.35 TWh/year. 
In figures 6 and 7 are shown average prices for fossil fuel resources in Latvia and heat energy and electricity average tariffs in Latvia and lowest tariffs for heat production in Vidzeme planning region.
[image: image6.emf]0

200

400

600

800

1000

1200

2006 2007 2008 2009 2010

Price of the resource, 

€

/t (1000m

3

)

Natural gas Coal Heavy fuel oil Liquefied gas Diesel oil


Fig.6. Price of purchased fuel resources in Latvia in 2006-2010 
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Fig.7. Heat and electricity tariffs in Latvia in 2005-2010
The average heat tariff in Latvia has increased from 30€ to 55€/MWh in 2006-2010. The heat tariff in Vidzeme region for biomass boiler houses has had increase from 15€/MWh in 2005 until 42€/MWh. Electricity tariff in five years raised from 51€/MWh till 100€/MWh.
Analysis

Vidzeme planning region is the richest forestry region in Latvia. The total territory of forests in Vidzeme planning region is 7871.63 km2 or 52%. According to the Vidzeme Development Plan there were 172 wood processing companies operating in the region in 2007.

Wood resources are mainly used for timber, pulp and energy generation. Around 6% of the total volume of wood resources is produced for energy generation, 20% - for pulp and 76% - for timber production. 

Half of the district heating systems in Vidzeme region are using biomass – woodchips, wood logs and other products. The other 50% of the heat energy is produced by three natural gas cogeneration plants and few boiler houses in the two largest cities of the region - Valmiera and Cesis. 
The prices of wood resources for pulp, timber and energy generation in Vidzeme follow common practice (see figure 4). Though the prices differ in 2005-2009 highest price is given for resources for timber generation. According to the data from Latvia’s State Forests the price for timber generation in 2009 was in range between €25 and €45, for pulp generation - €28 and energy - €13. 
There are no detailed data available what the production costs are and what is the import and export of the resources from the region. According to the national data wood processing sector has the highest added value in the manufacturing (26.3%) in 2010. The share of exports in the sales of wood processing in 2010 was 74.9%. Wood processing has contributed the most to the growth; in 11 months of 2010, the production volume there has been almost by 30% higher than in the respective period of the previous year.
Conclusions

1. Import and export is driven by prices rather than proximity. The share of the biomass in district heating in Latvia is 20% (Vidzeme region – 50%). There are wood resources including wood fuel available in Latvia and especially in Vidzeme region. However during the last decades these resources have been mainly exported to the other European countries to have a higher profit. 
2. There are no doubts that the regional supply of woody biomass is enough for district heating in Vidzeme. In the meantime it is very important that woody biomass is used efficiently in the district heating systems.  

3. Prices for timber and pulp are 2-3 times higher than for wood fuel and this has been the main driving force why the share of the wood processing sector is high (75%). 
Annex

	DATA Collection
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Country: TBS
	
	
	
	
	
	

	
	
	
	
	
	
	

	Land Area (square kilometres)
	64589
	
	
	
	
	

	Total population
	2248374
	
	
	
	
	

	Population density, pers. per sq. Km
	34,81
	
	
	
	
	

	Forest aera per sq. Km
	28855
	
	
	
	
	

	 
	 
	0,27
	Vidzeme forest area / total forest area

	 
	 
	0,11
	population in Vidzeme / total population 

	County/ Region: TBS
	 
	0,25
	centralised DH from biomass
	

	Land Area (square kilometres)
	15257
	
	
	
	
	

	Total population
	238815
	
	
	
	
	

	Population density, pers. per sq. Km
	15,65
	
	
	
	
	

	Forest aera per sq. Km
	7871,63
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	General infomation
	TOTAL

	
	2005
	2006
	2007
	2008
	2009
	2010

	Woody biomass removals  from forests  (1 000 m³)
	NA
	NA
	3392,55
	NA
	NA
	NA

	Woody biomass removals from outside forests (1 000 m³)
	NA
	NA
	27
	NA
	NA
	NA

	Gross Regional supply (including trade) of woody biomass from forests (1 000 m³) 
	NA
	NA
	2782,08
	NA
	NA
	NA

	Gross Regional supply (including trade) of woody biomass outside forests (1 000 m³)
	NA
	NA
	27
	NA
	NA
	NA

	Regional use of woody biomass  for energy generation for DH ( Lm³)  - SOLID m3
	268 299
	260 356
	253 042
	239 570
	237 366
	NA

	Regional use of woody biomass for pulp generation  (Lm³) 
	0
	0
	0
	0
	0
	0

	Regional use of woody biomass for Timber generation  (Lm³) - SOLID m3
	3 211 002
	3 203 712
	3 009 123
	2 215 971
	NA
	NA

	Regional total woody biomass used for energy per ha forest available for wood supply (m³ roundwood equivalanet/ha)
	NA
	NA
	2,6
	NA
	NA
	NA

	Total regional consumption for district heating (MWh) 
	388496
	376994
	366405
	346896
	343705
	NA

	Share of energy generated for district heating from fossile fuel (%)
	3
	4
	5
	6
	5
	NA

	Share of energy generated for district heating from waste (%)
	0
	0
	0
	0
	0
	NA

	Share of energy generated for district heating from natural gas (%)
	50
	51
	51
	57
	45
	NA

	Share of energy generated for district heating from biofuels (%)
	0
	0
	0
	0
	0
	NA

	Share of energy generated for district heating from woody biomass (%)
	47
	45
	44
	37
	50
	NA

	Share of energy generated for district heating from peat (%)
	0
	0
	0
	0
	0
	NA

	
	
	
	
	
	
	

	Added value Chain
	
	
	
	
	
	

	Forest Owner (could be even companies such as Stora Enso, Holmen)

	Volume Woody biomass for pulp  generation (solid m³ under burk) 
	895 779
	717 822
	882 333
	664 578
	NA
	NA

	Selling Price  Woody biomass for pulp generation (eqv EUR/ per Lm³  )
	29-41
	20-28
	50-70
	28
	28
	NA

	Volume Woody biomass for timber  generation (solid m³ under burk)
	3 211 002
	3 203 712
	3 009 123
	2 215 971
	NA
	NA

	Selling Price Woody biomass for timber  generation (eqv EUR/ per solid m³ under burk)
	28-65
	35-60
	85
	 
	25-45
	50-70

	Volume Woody biomass for energy generation (Lm³ ) - solid m3
	2 399 220
	2 420 280
	2 320 650
	2 242 890
	2 621 160
	2 582 550

	Selling Price Woody biomass for energy generation (eqv EUR/ per  Lm³)
	NA
	10
	14
	14
	13
	NA

	
	
	
	
	
	
	

	Processing companies ( Forest company purchasing department,  energy contractor, Forest owners cooperative) for energy 

	Volume of woodchips produced (MWh/year)
	950091
	958431
	918977
	888184
	1037979
	1022690

	Volume of pellets produced (MWh/year)
	119711
	120762
	222600
	348600
	390600
	466200

	Volume of woody biomass other produced (MWh/year)
	1368131
	1380140
	1323327
	1199049
	1401272
	1380631

	Selling price of woodchips (EUR/t)
	 NA
	9
	21
	27
	21
	21

	Selling price of pellets (EUR/t)
	 NA
	97
	102
	127
	134
	135

	Selling price of woody biomass (EUR/t)
	 NA
	20
	28
	28
	26
	32

	
	
	
	
	
	
	

	District heating companies
	
	
	
	
	
	

	Volume of natural gas purchased  (1000 Nm³)
	24201
	23485
	22825
	21610
	21411
	NA

	Volume of coal purchased  (tons)
	900
	900
	900
	900
	900
	NA

	Volume of heavy fuel oil purchased  (tons)
	0
	0
	0
	0
	0
	NA

	Volume of liquefied gas purchased  (tons)
	0
	0
	0
	0
	0
	NA

	Volume of diesel oil purchased  (tons)
	27
	27
	27
	27
	27
	NA

	Volume of Waste (kg)
	0
	0
	0
	0
	0
	NA

	Volume of woody biomass purchased (tons)
	132808
	128876
	125256
	118587
	117496
	NA

	Price of purchased natural gas  (eqv EUR/ 1000 Nm³)
	 NA
	162
	211
	313
	324
	373

	Price of purchased coal  (eqv EUR/ tons)
	 NA
	55
	63
	88
	94
	95

	Price of purchased heavy fuel oil  (eqv EUR/ tons)
	 NA
	276
	273
	346
	302
	359

	Price of purchased liquefied gas  (eqv EUR/ tons)
	 NA
	635
	692
	857
	781
	807

	Price of purchased diesel oil (eqv EUR/ tons)
	NA
	770
	838
	1034
	854
	943

	Price of purchased waste (eqv EUR/kg)
	0
	0
	0
	0
	0
	0

	Amount of heat produced (MWh/year) district heating from woody biomass
	185931
	180426
	175358
	166021
	164494
	NA

	Price of energy produced (ekv EUR / MWh) DH from woody biomass - TARIFF STARTING FROM 
	17,0
	25
	33
	42
	42
	42

	District heating price (EUR/MWh)
	 NA
	30
	36
	51
	57
	55

	Electricity price (EUR/MWh)
	 NA
	51
	63
	81
	91
	100

	Total Volume of energy produced (MWh/year) electricity from natural gas
	0
	0
	23327
	29855
	34126
	NA
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