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The task of the energy industry sector is to supply to the
economy and the inhabitants, safe and sustainable qualitative
energy in the amount demanded and in conformity with the
conditions of a free market. 

It is noted in the energy policy that it is necessary to increase

and guarantee the safety, stability and quality of energy supply,
as well as to observe the requirements of environmental
protection, and to promote the utilisation of renewable and
local energy resources.

The volume of production of the energy industry sector since
1995 has decreased by 4% (Fig. 19.1.1), but the proportion
of the sector in total value added has decreased from 5.6%
in 1995 to 3.8% in 2001.

The development of the energy industry sector is mainly
determined by demand from consumers. The decrease in
the volume of thermal energy produced is related to changes
in the air temperature in winter, as well as the wish of
consumers to save energy, which is often achieved at the
expense of a reduction in the comfort level of consumers.
However, large consumers of energy mainly decrease the
consumption of energy by the introduction of energy-
efficiency measures. Every year the number of energy-
efficiency projects increases, and efficient boiler-houses are
reconstructed or built, as well as the number of combined
heat and power plants has increased. New technologies are

being introduced in the incineration of natural gas and oil
products, as well as the utilisation of wood wastes. The
demand for the supply of electricity has increased.
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19.1. Value added of the energy industry sector
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The eco-efficiency figure indicates that the development of
the energy industry sector (value added) is closely associated
with the consumption of energy resources, but decreases the
impact on the environment - the emissions of air polluting

substances (Fig. 19.3.1). The energy industry creates
significant emissions of acidic substances SO2 and NOX. The
emissions of sulphur dioxide have been decreased by 75%,
which is related to changes in the fuels utilised - transfer to
cleaner types of fuel.

Energy processes, including also the proportion of greenhou-
se gas emissions from the transport sector has decreased
from 78% in 1995 to 71% in 2001 (Fig. 8.1.3). In 2001, with
the increase in the consumption of energy resources in
transport, the amount of emissions of transport GHG has
increased. On the other hand, the amount of GHG created
by energy processes excluding transport has decreased by
34% since 1995. 

The energy industry creates 97% of all nitrogen oxides
emissions (Fig. 10.1.5), of which transport creates 58%, as
well as 62% of all non-methane volatile organic compound
emissions.

19.3. Eco-efficiency of the energy industry

The dependence of the Latvian economy on imported
energy resources has evolved over a long period of time. In
2001, the total of primary energy resources supplied was
4528 thousand toe, made up of: coal 2%, oil products 29%,

natural and liquid gas 31%, other solid fuels 30%, hydro-
electric power station electricity (including import of electri-
city) 9% (Figs. 19.4.1 and 19.4.2). Total energy consumption
after 1995 has stabilised. Changes have occurred in the
structure of heating fuels. In comparison to 1995 oil products
and coal has decreased, but the proportion of renewable
energy resources and gas has increased.

In recent years in the Latvian primary energy resource
balance, local energy resources comprise 30-35% of total
energy consumption. Peat heating fuel is mainly utilised by
the "Latvenergo" TEC, but wood fuel for heating and coal is
utilised by small capacity boiler-houses. In the production of
heating energy, imported fuels for heating are mainly utilised
- natural gas and fuel oil.

Since 1996, the consumption of natural gas has increased
and in 2001 it reached 31%. It is predicted that the

19.4. Structure of primary energy resources

The proportion of the energy industry is only 2% of all
employed (Fig. 19.2.1), and labour productivity is one of the
highest among all sectors. Since 1995 it has increased by
21% and comprises 8.2 thousand LVL per worker per year.

19.2. Number of employees and labour productivity of the energy industry sector
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The intensity of energy (Fig. 19.5.1) shows the ratio of
consumption of primary energy resources to the Gross
Domestic product. In the period 1991-1993, with GDP
decreasing more rapidly than the consumption of primary
energy resources, the intensity of energy increased, but since
1994 it has been decreasing. This reduction is primarily
associated with the reduction in the consumption of heating
fuels, which was created by economy measures, to a lesser
degree improvements in production technological processes.
A similar trend can be observed when calculating CO2

emissions per unit of GDP.

proportion of gas as a less-harmful-to-the-environment fuel
in the total energy resource structure will continue to grow,
further reducing the market share of fuel oil.

The consumption of oil products, which are utilised as
heating fuel and fuel, has been reduced significantly. The
prices in the oil product market have been liberalised and
are competitive with other types of heating fuels.

In the future in the heating fuel balance it is expected that
the proportion of wood heating fuel will be about 25-30%.
The largest consumers of wood heating fuel are households
(39%), heating supply enterprises (25%), industry (mainly
wood processing enterprises) and other consumers. The
utilisation of peat in the energy industry is continually
decreasing.

19.5. Intensity of energy

The greatest consumers of energy resources (Fig. 19.6.1) are
households (39%), transport (24%) and industry (19%). Since
1995, the energy consumption of the transport sector has
increased most rapidly (over 60%).

The largest growth in the consumption of energy resources
has been observed in conversion sectors (boiler houses),
where the total growth in consumption in this period of time
was nearly 50%. 

Given the existing production capacities of heating supply
and electricity, significant changes in the balance of energy
resources is not predicted for the next five years for large
industrial, commercial and household consumers of energy.
The technical condition of many local government centra-
lised heating supply enterprises is critical. Inefficient equip-
ment is being used which creates consumption of heating
fuels, but is unable to ensure the necessary quality in the sup-
ply of heating, as well as creating air pollution. It is necessary

to modernise and rationalise the heating supply systems in
order to achieve a reduction of energy consumption.

19.6. Final consumption of energy resources
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Depending on the changes over the years of the through-
flow of the waters of the Daugava River basin, the proportion
of imported electricity changed from 54% in 1996 to 14% in
1998, and in 2001 was 35.4% of the necessary volume (Fig.
19.7.1).

Utilising renewable energy resources, 2838 GWh was
produced in 2001 (66.3% of the total amount of electricity
produced in Latvia), but 33.7% was produced in CHP plants
utilising fossil heating fuels and peat (Fig. 19.7.2).

There are economic incentives operating in Latvia for the
construction and commercial activity of small capacity
hydroelectric power stations, wind electricity generating
installations, as well as combined heat and power plants. In
2001 there were 4 wind electricity generating installations
operating with a total capacity of 2.35 MW and 103 small
HPP with a total capacity of 15.1 MW, which produced 35
GWh (0.8% of the total amount produced). This electricity
was purchased for double the tariff.

In 2002, permits were issued for the production of energy
gained from biomass, wood or peat, as well as from
municipal waste or biogas. It is expected that in 2003, in the
aided electricity stations about 3% of the total consumption
of electricity shall be generated, which is half of the target to
be reached in 2006.

Compared to 1995, final consumption of electricity in 2001
has increased by 10%. The largest consumers of electricity in
accordance with the 2001 electricity balance were industry -
32% and households - 27%. The level of electricity prices for
the inhabitants of Latvia is about 50% of the average price
level in the 15 EU Member States. On the other hand, the
price of electricity for industrial consumers does not
essentially differ from the average price in the 15 EU
Member States for this resource.

In comparison to the previous year, consumption of
electricity has increased by 4.1%. Increases in electricity

consumption occurred in industry, households and the
commercial sector. In contrast, it decreased in agricultural
enterprises and farms, as well as in electrical transport. Losses
from electricity station transformers, transmission and
distribution networks have been reduced.

It is expected that also in 2002 the growth in electricity
consumption will 4-5%. In order to ensure growth in the
consumption of electricity, the existing distribution system
may not be ready for the increased load. It is necessary to
increase the quality of electricity supply and to promote its
development.

19.8. Consumption of electricity

19.7. Primary energy resources utilised in the production of electricity
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Energy policy

The main current issues in the development of the sector are
improvement of legislation, the privatisation and
restructuring of energy industry enterprises, as well as
increasing energy efficiency, which are included in the
Energy Law (1998) and conform to the main conditions of
European Union directives:

Security of supply and the establishment of an oil products
reserve - in 2001, the Cabinet approved the Establishment
of the State Oil Products Reserve concept

Electricity sector - the energy industry - with the energy
policy in the Latvian energy industry approved by the
Cabinet in 2001 has expressed its wish to adopt the
requirements set out in EU Directive 96/92/EEC 'On
common regulations in the internal electricity market';

Gas sector - in 2001, the Cabinet approved the concept
"On the Liberalisation of the Gas Market", the aim of
which is to ensure competition in the supply of natural gas
in Latvia, as well as harmonise the regulatory enactments
with the requirements of EU Directive 98/30/EEC 'On
common regulations in the internal natural gas market'. A
plan of measures has been developed in order to
implement the referred to concept. Draft regulatory
enactments are being developed, which will create the
pre-conditions for the implementation of a liberalised
natural gas market and ensure the accessibility of the
natural gas network by third persons in order to create the
possibility of alternative, new suppliers of gas to supply
natural gas to Latvia;

Screening of electricity and gas prices - in conformity with
the Law on Regulators of Public Utilities a Public Utilities
Commission has been established and is working. The
method for the calculation of tariffs determines that
production (for natural gas - also storage), administration,
distribution and sales costs are separated and tariffs are
calculated for each stage of the technological cycle.

Special attention in the future will have to be paid to
international co-operation - the formation of an electricity
common market and the connection of the electricity and
gas networks into a unified system in the Baltic Sea region, as
well as the development of the potential of Latvia's
underground gas storage facilities.

The EU Directive "on efficiency requirements for new hot-
water boilers fired with liquid or gaseous fuels" (92/42/EEC)
and the "SAVE" Directive (93/76/EEC), which provide that
member states must promote the improvement of energy
efficiency. Programmes may be implemented in the form of
laws, regulations, economic and administrative instruments,
and by information, education and voluntary agreements.
The EU directives determine the general implementation
legislative principles. In conformity with subsidiarity
principles issues regarding which member states can decide
better are left to the member states.

The aim of the European Union energy industry policy is
ensure secure supplies of energy and to prevent changes in
the climate. As is shown by the data in the November 2000
Green Book, the dependence of the EU on external energy
resource supplies will reach 70% already before 2030 if no
measures are taken. On the other hand, in the field of
climatic changes, the EU has undertaken to reduce CO2

emissions in accordance with the Kyoto Protocol agreement.
However, in the energy industry sector CO2 emissions have
increased. The improvement of energy efficiency policy for
the achievement of this goal provides for not only general
conditions, but also precise measures that member states
must implement through the intermediation of their own
legislation.

Projects

All State Investment projects in the energy industry sector in
2001 were divided into the electricity and heating supply
sub-sectors. 29 projects were included and funded for a total
amount of 14 million LVL. In the electricity sub-sector the
Daugava HPP cascade generating equipment were
reconstructed and the safety of the dam was increased, as
well as individual distributors in the electricity transmission
and distribution network were replaced with more modern
equipment in order to ensure an uninterrupted supply of
energy and its safety. In the heating supply sub-sector
projects were implemented with the assistance of which the
heating supply system in Latvian cities and parishes were
reconstructed. In these projects are included replacement of
hot water mains and heating supply hubs, replacement of
boilers and modernisation of heating supply.
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