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  Latvia 
                            Energy Union factsheet1 

 

1. Macro-economic implications of energy activities 

Energy and transport are key sectors for the overall functioning of the economy as they provide an 

important input and service to the other sectors of the economy. Together the activity in these two 

sectors2 accounted for 12.3% of the total value added of Latvia in 2015. Similarly, their share in total 

employment3 was 9.4% of total employment in 2015, of which 8.1% in the transport sector and 1.3% 

in the energy sector. 

 

(source: Eurostat) 

The decarbonisation of the energy and transport sectors will require significant investments and a 

shift in economic activities beyond these two sectors. The energy transition implies a structural shift 

in economic activity. Energy-related investment and jobs will in part migrate from traditional fossil 

fuel based activities towards construction, equipment manufacturing and other services related to 

the deployment of low carbon and clean energy technologies. At the moment the efforts related to 

the energy transition in other sectors can only be partially quantified and are therefore not included.  

                                                            
1  The indicators used in this country factsheet largely build on indicators developed for the Commission Staff 

Working Document "Monitoring progress towards the Energy Union objectives ï key indicators" 

(SWD(2017) 32 final) https://ec.europa.eu/commission/sites/beta-political/files/swd-energy-union-key-

indicators_en.pdf  
2  Gross value added and employment in NACE sectors D-Electricity, gas, steam and air conditioning supply 

and H-Transportation and storage 
3  National accounts, Eurostat 

 

https://ec.europa.eu/commission/sites/beta-political/files/swd-energy-union-key-indicators_en.pdf
https://ec.europa.eu/commission/sites/beta-political/files/swd-energy-union-key-indicators_en.pdf
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In the case of renewable energy sector, both the direct as well as the indirect effects on employment 

are being estimated. According to EurObserv'ER, in 2015, the share of direct and indirect renewable 

energy related employment (excluding large hydro-power plants owned by the incumbent 

Latvenergo) in total employment of the economy in Latvia was at about 0.77%, above the EU average 

of 0.54%. The turnover of the renewable energy industry (excluding large hydro-power plants owned 

by the incumbent Latvenergo) in the same year was estimated at around EUR 640 million. 

 

 

 (source: EC based on Eurobserv'Er and Eurostat; for hydro-power, only small plants are covered) 

An indication of the level of efforts and challenges encountered by Latvia in the energy sector is 

given by the Gross fixed capital formation (GFCF)4. Investments in the electricity and gas sectors 

taken as reference sectors amounted to about 1.5% of the country's GDP in 2015. 

 

(source: Eurostat) 

 

                                                            
4 Gross fixed capital formation consists of resident producers´ acquisitions, less disposals, of fixed tangible or 

intangible assets. This covers, in particular, machinery and equipment, vehicles, dwellings and other buildings. It 

also includes foreign direct investment (FDI). Steam and air conditioning supply are also included in the figures 

mentioned above as Eurostat reports electricity, gas, steam and air conditioning supply together. 
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In terms of trade, Latvia is a net importer of fossil fuels. The trade deficit in energy products has 

fallen from about 5.3% of GDP in 2006 to 3.2% in 2015. This is influenced mainly by the falling prices 

on fossil fuels and reduced oil import. Conversely, the trade deficit in gas has increased.  

  

(source: Eurostat) 

 

2. Energy security, solidarity and trust 

2.1. Energy Mix 

With a 36.4% share of renewable energy in the gross inland energy consumption of primary products 

in 2015, Latvia has the third highest share of renewables in the energy mix in the EU (after Sweden 

and Finland). It is considerably higher than the EU average (13%). Petroleum products and natural 

gas also played an important role in gross energy consumption in 2015 with a share of 35.2% and 

26% respectively. In comparison to the average mix in the EU, Latvia's energy mix has also a much 

lower share of solid fuels (1.1% vs 16.2%).  

    

 

(source: Eurostat) 
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2.2. Import dependency and security of supply 

51% of Latvia's primary energy is coming from imports, slightly less than the EU average. This is due 

to the high importance of renewables in the energy mix.  

Net import dependency of Latvia decreased between 2005 and 2015, more than in the majority of 

Member States. It was supported by increase in indigenous renewable energy production, 

particularly in heating sector, and reduction in energy consumption in 2015, compared to 2005. 

However, Latvia was exclusively dependent on Russian natural gas supplies until the Klaipeda 

terminal in Lithuania became operational. As of April 2017 actual deliveries of natural gas from 

Lithuania to Latvia started both for local consumptiƻƴ ŀƴŘ ŦƻǊ ǎǘƻǊƛƴƎ ƛƴ ǘƘŜ Lƴőǳƪŀƭƴǎ ƴŀǘǳǊŀƭ Ǝŀǎ 

underground storage facility. During the first 5 months the total delivered amount from Lithuania to 

the Latvian natural gas transmission system reached 1.42 TWh 

 

(source: Eurostat) 

The only functioning natural underground gas storage facility (UGS) in the eastern part of the Baltic 

Sea region (including the three Baltic States and Finland) is located in Lƴőǳƪŀƭƴǎ, Latvia.  Due to its 

capacity largely exceeding domestic demand, Latvia comfortably fulfils requirements of the EU 

Regulation on Security of Gas Supply related to ability of Member States to satisfy total gas demand 

during a day of exceptionally high gas demand - up to 294 000 MWh per day. UGS Lƴőǳƪŀƭƴǎ is used 

to supply gas in winter also to neighbouring countries and contribute to the security of supply and 

functioning of the regional market in the Baltic region. 

https://en.wikipedia.org/wiki/In%C4%8Dukalns
https://en.wikipedia.org/wiki/In%C4%8Dukalns
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 (source: gas coordination group) 

 

3. Internal market 

3.1. Interconnections and wholesale market functioning 

3.1.1. Electricity 

 

 (source: EC based on ENTSO-E 

scenario outlook and adequacy 

forecast 2014) 

(sources: EC services based on Eurostat for the left graph  and based on 

Platts and European power exchanges for the right graph) 

Latvia is part of the Nordic and Baltic wholesale electricity market. The interconnection level5 for 

electricity in the Baltic States increased to around 10% after the Estlink2 interconnection with Finland 

entered into operation in 2014. Once the LitPol Link (connecting Lithuania and Poland) and NordBalt 

(connecting Lithuania and Sweden) began operating, the interconnection capacity rose to around 

                                                            
5  The interconnectivity level is calculated as a ratio between import interconnection and net generation 

capacities of the country (i.e. the 2017 value is the ratio between simultaneous import interconnection 

capacity [GW] and net generating capacity [GW] in the country at 11 January 2017, 19:00 pm as resulted 

from ENTSO-E Winter Outlook 2016/2017). For the three Baltic states it is considered the common 

interconnection level with the rest of the EU. 
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23.7% for the three Baltic States together. The launch of the Estlink 2 interconnection also 

contributed to the increased the connectivity of the Baltic States with the Nordic power market.  

According to datŀ ŦǊƻƳ ǘƘŜ bƻǊŘƛŎ ŜƭŜŎǘǊƛŎƛǘȅ ŜȄŎƘŀƴƎŜ άbƻǊŘ tƻƻƭ {ǇƻǘέΣ ǿƘƻƭŜǎŀƭŜ ŜƭŜŎǘǊƛŎƛǘȅ ǇǊƛŎŜǎ 

in Latvia since 2013 have experienced a decline of 18.7%, attributable to the improved 

interconnectivity of the Baltic region with its neighbouring regions.  

Latvia is also among the Member States with the highest power generation market concentration 

with significantly lower degree of competition compared to the EU average. 

In 2015, the three Baltic States agreed on a common strategic goal: the synchronisation of their 

power systems with the European network. It is recognised as a self-standing objective of the 

reinforced BEMIP cooperation (Baltic Energy Market Interconnection Plan) as it would contribute to 

achieving a fully functioning and connected internal energy market and to increasing energy security 

in the electricity and gas sectors of the Baltic States. A dedicated BEMIP Working Group was set up 

supported by the Commission to work on the identification of the most cost-efficient synchronisation 

scenario that ensures system stability. The infrastructure element of the synchronisation of the Baltic 

States' electricity system with the European network has been included in the 3rd list of Projects of 

Common Interest. 

Several projects in the region have received the label of Projects of Common Interest (PCI) in the 

framework of the trans-European energy networks policy. They are expected to contribute to 

enhancing security of supply, effectiveness of operation and competitiveness of the electricity 

markets in the entire Baltic region. The transfer capacity on the Latvian ς Estonian border will be 

improved and the existing bottlenecks will be removed in several steps by 2020, 2024 and 2025 

through the construction of the Estonia-Latvia 3rd interconnection and the enhancement of transfer 

capacity of internal lines within the Baltic States.  

3.1.2. Gas 

In 2015, wholesale gas prices in Latvia were higher than the EU average prices, inter alia due to 

import dependence from only one country and exclusive rights of gas supply given to one gas 

supplier.  

So far, Latvia has been fully and exclusively dependent on Russian gas imports. Nevertheless, other 

sources of supply are starting to become available. The Klaipeda LNG terminal in Lithuania, which 

opened in 2015, now provides an alternative source of gas for Latvian consumers. 

On 3 April 2017, the Latvian gas market has been opened to competition ensuring that instead of a 

single supplier, consumers in Latvia can now choose between several possible suppliers who can 

freely access the system in line with EU rules. 

The vertically integrated gas company JSC Latvijas Gaze is set to be fully unbundled by end of 2017. 
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(source: ACER for the left graph and EC services based on Platts, gas hubs, Eurostat for the right graph) 

Enhancing the cross-border gas infrastructure between Latvia and Lithuania and reinforcement of the 

internal gas transmission lines in Latvia are of high importance for improving the operation of the 

whole Baltic gas transmission system operation and for a development of a regional gas market in 

the Baltic Sea region. Also the project on Modernisation and expansion of the Underground Gas 

{ǘƻǊŀƎŜ ƛƴ Lƴőǳƪŀƭƴǎ Ƙŀǎ ōŜŜƴ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ƭƛǎǘ ƻŦ ǘƘŜ t/L ǇǊƻƧŜŎǘǎΦ 

 

3.2. Retail electricity and gas markets 

3.2.1. Electricity 

Latvia's electricity market was liberalised in 2015 and there are currently 15 electricity suppliers. 

While facilitating investment and choice, the deregulation and the discontinuation of subsidies led to 

a sharp increase in household electricity prices by around 28 % in 2015, followed by a decrease in 

2016 and in 2017. For industries, electricity prices remained stable.  

In the summer 2016, an electricity tariff reform introduced a fixed connection-capacity payment 

component, favouring consumers with a constant use of their connection capacity. 

Smart electricity meters were introduced in Latvia in 2014. Around one third of electricity customers 

were equipped with electricity smart meters by March 2017. Their share is expected to increase 

significantly to 80 % by 2020 and 100 % by 2023. 

 

(source: ACER)   (source: Eurostat)   (source: Eurostat) 
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3.2.2. Gas 

Following the gas market liberalisation on 3 April 2017, also household consumers can now choose 

between several possible suppliers. Regulated tariffs are to remain available for vulnerable 

consumers to guarantee that they can still access affordable energy. 

 

(source: ACER)   (source: Eurostat)   (source: Eurostat) 

3.2.3. Market performance indicators 

According to the periodical survey of DG JUST, Latvian consumers are as satisfied with the services 

received on energy retail markets at the same level as the EU average.  

 

  

(source: DG JUST survey) 

3.3. Energy affordability  

In Latvia, the share of energy in total expenditures for all households as well as for the poorest 

households is among the highest in the EU (12.4% vs EU average of 8.6%).  

In 2015, around 29% of citizens of the most socially deprived households were not able to keep their 

homes adequately warm. It is 6% more compared to the EU average (23%) but almost 16% less than 

in 2005. Thus, Latvia is among the Member States with the largest improvement over the last decade 

in this area. Nevertheless, more needs to be done in coming years to improve the energy 

affordability.  
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 (source: ad-hoc data collection of DG ENER based on HBS with the support of Eurostat and national statistics) 

4. Energy efficiency and moderation of demand 

Latvia reduced its primary energy consumption by 2% from 4.36 Mtoe in 2014 to 4.27 Mtoe in 2015. 

Final energy consumption also decreased by 2.8% from 3.9 Mtoe in 2014 to 3.79 Mtoe in 2015 

showing a positive trend. Latvia energy consumption is already below the levels of primary and final 

indicative national 2020 targets. However, in the coming years up to 2020, Latvia is expected to keep 

up the national energy efficiency actions and programmes, in particular the ones under Article 7 of 

the Energy Efficiency Directive. 

 

(source: Eurostat) 

Although primary energy intensity decreased over the 2005-2015 period at a faster pace than that of 

the EU average, it is still the 7th highest in the EU. While energy intensity has decreased for services 

and residential sectors, energy intensity of Latvia's industry increased in the time period from 2005 

to 2015. A set of measures were introduced in Latvia to increase energy efficiency in the 

manufacturing industries, including support from the European Structural and Investment Funds. In 

2015, transport sector was the biggest energy consuming sector in Latvia representing a 30% share in 

the total final energy consumption, which is below the EU average (33%). The share in energy 

consumption of the residential and services sectors in Latvia were above the EU average.  
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 (source: Eurostat) 

Energy efficiency financing instruments for multi-apartment buildings are becoming more available 

to their inhabitants in Latvia. Achieving further energy savings in the residential sector is an 

important investment priority under the European Structural and Investment Funds for the financing 

period 2014-2020, as only some 3 % of apartment buildings have been renovated in the period 2009-

2013. The framework for energy performance contracting is being developed (with an emphasis on 

residential and public buildings as well as public lighting), which is expected to create the functioning 

energy services market in Latvia. 

 

 

(source: Eurostat)   (source: Eurostat)     (source: Odyssee database) 

Between 2005 and 2015, the final energy consumption in transport in Latvia increased by 1.0%, 

slower than the 1.8% average annual increase of the GDP.  The evolution of transport energy 

consumption is highly correlated to the trends in passenger activity rather than with freight 

transport. 
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(source: Eurostat)             (source: Eurostat and DG MOVE pocketbook)  

The share of collective passengers land transport into total passengers' transport decreased by 6% 

between 2005 and 2015, indicating a higher use of private transport means.  

 

(source: Eurostat)           

The Latvian transport development guidelines determines the increase in energy efficiency as an 

important indirect goal which aimed to be achieved through the majority of actions considered for a 

period of 2014-2020. In particular, railway electrification and Rail Baltic project aim at reducing the 

current emissions level and increasing energy efficiency. In the same vein, the planned road quality 

improvement measures will contribute to better energy efficiency and will help to decrease the 

amount of fuel consumed by road transport. 

5. Decarbonisation of economy 

5.1. GHG emissions 

Latvia is on track to meet its 2020 target of greenhouse gas (GHG) emissions reduction outside the 

ETS by a 9 p.p. margin. Emissions outside the ETS are expected to increase by 8 % between 2005 and 

2020 whereas the target is not to increase more than 17 %. In 2015, such emissions account for 80 % 

of Latvia's total GHG emissions. More than half of this total is due to the transport and agriculture 

sectors.  
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(source: EC and EEA)   

 

 (source: EC and EEA)   

Preliminary accounts under the Kyoto Protocol for Latvia show overall emissions of +4.4 Mt CO2-eq. 

as an annual average in the period 2013-2015. For comparison, the annual average of the EU-28 

accounted for removals of -119.0 Mt CO2-eq. Latvia is one of four EU Member States which show 

overall emissions in this preliminary accounting exercise. This is primarily due to Forest Management 

accounts showing emissions; Latvia is one of only three EU Member States with this accounting issue.  

Emissions by Deforestation are by far higher than very limited removals by Afforestation. While the 

initial share of emissions by Forest Management was comparatively small, it strongly overshadowed 

emissions by Deforestation in 2014, and then reduced to the same share in 2015. Overall, there is a 

changing pattern of emissions which is driven by varying emissions by Forest Management. All other 

reported activities remained constant over the course of the three-year period. 


