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Executive sunmary

The main topics raised during the Forum were tinber port |ogistics and bi omass
as a new product. Speakers forecast that biomass trade will increase. They al so
showed that cooperation in the field of trade logistics is essential for the
devel opnent of col |l aboration between Russian and European tinber ports.

The participants agreed on an agenda of actions regarding trade | ogistics,
custons cooperation and marketing of biomass. They al so agreed to pay attention
to the certification process of forest products.
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l. Bl OVASS
A. BACKGROUND
1. Bi omass is a new product on the tinber market. It should gradually replace
fossil fuel. Its definition, legal framework and production are explained
hereafter.
1. Definition
2. Biomass is, largely defined, organic matter avail able on a renewabl e basi s,

i ncluding forest residues, wood and wood waste. A definition used by the Russian
participants in the Forum was “waste wood and waste trees, which do not find
their proper use yet. They are nost often left in forests or at woodworki ng, pulp
and paper enterprises causing contam nation of the environnent”.

2. The Kyoto Protoco

3. The Kyoto Protocol (1997) to the United Nations Framework Convention on
Cimate Change (UNFCCC) contains the legally binding, quantified conmtnents for
i ndustrialized countries to limt or reduce greenhouse gas (CGHG em ssions.

4, According to the Kyoto Protocol, the industrialized countries have to
reduce their em ssions by at |east 5% bel ow 1990 |l evels within the comm t nent
peri od 2008-2012. For the European Union, the Protocol stipulates an 8% reduction
in GHG em ssions; for the Russian Federation this is 0%

5. Anmong t he greenhouse gases, carbon dioxide (CO) plays a prom nent role.
Thi s gas causes 75% of greenhouse gas em ssions. In general, CO, em ssions are
a consequence of burning fossil fuel

6. CO, reduction can be achieved in several ways

- By using forests as CQ sinks; the Russian forests will play a prom nent
role here.

- By substituting biomass for fossil fuel. For the Russian Federation
this neans either exporting bionmass or using it as fuel in the Russian
Federation. For the latter purpose, special facilities need to be

built.
3. Facts and figures about biomass in the Russian Federation
7. Figures related to the Arkhangel sk bl ast show the real potential of the

region in terns of bionmass production. Forests cover 37%of that territory. The
pul p and paper industry represents 40% of the forest production in that region
and 80% of the forest product exports.

8. The production of wood waste in the Arkhangel sk Oblast reaches 2.5 to 3
mllion n¥, plus 2.2 million n® of bark, chips and sawdust. Lignin, a by-product
fromthe wood chem cal processing industry, represents 14 mllion tons each year.
These figures have to be considered bearing in mnd that the forest harvesting
capacity of the Russian Federation could be doubl ed.
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9. Thus, in the context of sustainable devel opnent and gl obal warning, there
is a nmutual relationship between the devel opnment of the Russian forestry conpl ex
and | arge-scale investnent of international financial structures. The fact is
that in the coning decades, the political and economic situation in Russia wll
i nfluence significantly the environnmental situation at a gl obal |evel.

10. The Russi an Federation denonstrates its enornous production capacities in
the tinmber sector and the production of biomass is closely linked to the wood
production. Tinber resources, however, renmain underexploited in both the
Ar khangel sk and Leni ngrad bl ast.

11. Speakers showed that wood denmand will constantly increase in Europe, and
that the Russian Federation is the only country which can respond to this heavy
wood and bi omass demand.

B. NEW MARKET PERSPECTI VES
1. The devel opnent of Bi onass Use

12. The devel oprment of biomss use is a new activity of the UN ECE Trade
Division's project “Capacity Building to Inprove Trade Finance and | nvestnent
Prospects for the Russian Tinber Sector”.

13. The Director of the UN ECE Trade Division underlined that there is an
urgent need to work on new issues and to define a position in view of the
i ncreased inportance of sustainable developrment. This project provides the
framework for |ong-term cooperation to devel op a coordinated approach to the use
of biomass. Activities in Arkhangel sk bl ast and Leni ngrad Obl ast may serve as

a nodel for other regional initiatives. The use of biomass will be closely
monitored by all institutions, which support the project’s activities.
14. Bi omass as an energy source can be developed in two different ways, as

shown during the Forum di scussi ons.

(a) Export of bionass to western Europe
(b) Use of biomass in Russia as an energy source.

(a) The Kyoto Protocol provided the starting point and framework for an
i ncreased production and export of biomass to the European States
which are conmitted to inplenenting a renewabl e energy policy. The
Net herl ands, for exanple, will use 10% of renewabl e energi es by 2020
out of its total energy consunption. These renewable energies wll
i ncl ude 25% of bi omass. Market opportunities are, therefore, open for
the export of biomass fromthe Russian Federation

(b) The Russian Federation is interested in devel opi ng cl eaner energy for
its regional heating system This can be done using the considerable
anounts of |ocal biomass. The existing energy industry, however, does
not allow the use of bionmass as an energy source. Transform ng the
exi sting systemwould require investnents.

15. In 1999, the Mnistry of Science and Technol ogy of the Russian Federation
publi shed “Carbon Cycle on the Territory of Russia”. In this framework,
utilisation of biomass as a fuel includes:
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- Arise in forest productivity,

- A reduction in the distance of tinber transportation

- A increase in the intensity of wood processing in the region of its
gr owt h,

- Increasing the share of plant fuel in the total power balance of
enterprises,

- A transition to resource saving, nminly power saving, technol ogies.

2. Pl anni ng Bi omass

16. The devel opnent of bionmass nmust be carefully planned and nonitored. The
project “Capacity Building to Inmprove Trade Finance and | nvestnent Prospects for
the Russian Tinber Sector” offers the franmework for this planning.

17. Trade fl ows of bionass between western Europe and the Russian Federation
are due to increase in the near future. In order to consolidate these trade
flows, careful consideration nmust be given to related questions, such as
certification.

18. Thi s question was al ready di scussed during a UV ECE “I nternational Wrkshop
on Sustai nabl e Devel opment and Certification in the Russian Forest Sector”, held
in Saint Petersburg in Decenber 1999.

19. It is inmportant that the exporters of bionmass take into account the
gquestion of biomass certification, as a premumon the narket for the product.
Consequently, this assistance regarding certification is provided in the
framewor k of the project.

C. EXAMPLES OF Bl OVASS USE: EPZ AMER CENTRALE AND THE USE OF GAS GENERATORS I N
THE RUSSI AN FEDERATI ON

20. The Amer Centrale, in the south of the Netherlands, already uses bhionass
to produce energy.

21. The Amer wood gasification plant is designed to use up to 150, 000 tons per
year of low quality demplition (chipped) wood. The gas produced in the
gasi fication process is cleaned and co-conbusted in a coal-fired power station,
replacing the coal input. The CO, em ssions are reduced by 170,000 tons per year

22. The use of biomass is also feasible in the Russian Federation, thanks to
gas generators which produce electricity and steamfromthe conbusti on of waste
wood. Gas generators can be used in the industry sector to produce a sufficient
quantity of electricity for enterprises using them The Russian Federation,
however, has as yet no plans to build gas generators, or factories to produce
pell ets out of waste wood.

23. Bi omass exports will increase, but the logistics question nmust be taken
i nto consideration.

. TRADE AND TI MBER PORT LOd STI CS

A. BI OMASS AND EXPORT COMPETI Tl VENESS
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24, Marketing and exporting bionass inplies the question of its
conpetitiveness, and this question nmust be given careful attention considering
the stakes for this new product. The nmin cost in exporting biomass is the
transportation cost, as the raw naterial (waste wood) is usually of |ow cost.
Thus, packagi ng and transportation are two mgj or points of discussion.

1. Packagi ng of biomass

25. This question was evoked during the Forum Pellets seemto be the nore
common way of transporting dried biomss fromthe Russian Federation to Europe.
Logs are not always transportable on rivers, due to the severe clinmate conditions
in the Russian Federation. O her forms of biomass (liquid fuel, chips and
bri quettes) are al so used.

2. Reduci ng the prices

26. The participants agreed that biomass should be collected as close as
possible to the processing plant, in order to avoid inland transportation costs
Bi omass is then nost often shipped fromthe Russian Federation to Europe, and
tinmber ports in the Russian Federation try to produce bionass on their territory.
Sonme ports own their forests (VWborg port) and have established a donestic chain
of logistics in order to reduce the costs linked to logistics and transportation

3. The Transportation Network

27. The European inland transportation network is dense. Waterborne
transportation, rail and road constitute a dense network to transport biomass to
the final customer. Road transportation notably is getting overused and a good
alternative to transport tinber products is to use the water channels.
Wat erborne inland transportation, notably fromthe Port of Rotterdam is dense,
cheap and underused. Bionmass conmes to Europe through shipnments, and is then
forwarded to the hinterland to the final custonmer. Increasing the use of
hi nterl and wat er connections should contribute to reducing transportati on costs
for biomass export.

28. These questions of conpetitiveness are closely linked to trade itself but
the question of logistics in the tinber ports also deserves attention

B. TI MBER PORT LOd STICS
1. Russi an Ti nber Ports

29. The main tinber ports are situated in the Arkhangel sk and Leni ngrad Obl ast.
A considerable amunt of goods are shipped to Europe and notably to the
Net her | ands, Germany, Spain, Great Britain and Italy. Both regions hold | eader
ranks in terns of shipping trade.

30. The port of Arkhangel sk, in the Arkhangel sk bl ast and the port of Wyborg
in the Leningrad Oblast, are good exanples of efforts nmade to increase trade.
Bi omass represents a good opportunity to increase trade flows fromthe Russian
Federati on to Europe.
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31. The port of Ust-Luga is currently wunder construction and wll be
operational soon. The construction of an oil termnal is achieved, and the
construction of other termnals, including tinber, is being discussed.

2. Trade Facilitation

32. The question of trade facilitation and custons cooperation is essential for
t he devel opnent of trade anong the project partners. As an exanple, the Custons
Depart nent of the Arkhangel sk Obl ast has inplenented a systemfor the electronic
decl aration of goods in order to sinplify the trade and custons procedures.

33. The subject of trade facilitation and custons cooperation is to be further
studied in the framework of the UN ECE Trade Division project.

1l RECOMMENDATI ONS AND FOLLOW UP

34. The participants in the Forum agreed on the following action plan as a
follow up to the Forum

- Mai ntai n the extensive contact network that has been built up through
the UN ECE project “Capacity Building to Inmprove Trade Finance and
I nvest ment Prospects for the Russian Tinber Sector”

- Continue to work on the follow ng subjects:

cust ons cooperation

trade logistics for tinber ports
sust ai nabl e devel opnent of the forest sector
devel opnent of the biomass industry

- Plan workshops on the wuse of biomss in Arkhangelsk (June),
St. Petersburg (September) and CGeneva (March 2001) to monitor the
progress of work in the above-nmentioned areas

- Liaise with the Permanent M ssion of the Russian Federation in Geneva,
as well as with the other project partners on the progress of the
project activities.



