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Memo	  by	  Steve	  Luker:	  07970	  522160	  -‐	  steve@reheat.uk.com	  
!
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This	   memo	   builds	   upon	   a	   similar	   memo	   issued	   on	   25th	   March	   2020	   and	   provides	   an	   evaluation	   of	   the	  
robustness	  of	  the	  biomass	  supply	  chain	  in	  Scotland	  to	  continue	  delivering	  biomass	  fuel	  to	  customers	  in	  light	  of	  
the	   restrictions	   imposed	   due	   to	   Covid-‐19.	  	   It	   covers	   wood	   chips	   and	   wood	   pellets	   as	   these	   are	   the	   main	  
biomass	  fuel	  types	  in	  use.	  	  
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Biomass	   fuels	   in	   the	   form	  of	  wood	  chips	  and	  wood	  pellets	  are	  used	  to	  produce	  ~5%	  of	  Scotland’s	  heat	   (and	  
almost	  all	  of	  Scotland’s	  renewable	  heat).	  The	  range	  of	  end	  users	  includes	  hospitals,	  care	  homes,	  social	  housing,	  
supermarkets,	   food	   and	   drink	   processors,	   prisons,	   agri-‐businesses,	   (e.g.	   poultry	   processors),	   schools	   and	  
individual	  domestic	  dwellings.	  A	  significant	  but	  currently	  unknown	  proportion	  of	  these	  users	  (there	  are	  circa	  
7,000	   in	   total)	   will	   not	   have	   any	   form	   of	   back-‐up	   heating,	   or	   will	   not	   have	   sufficient	   back-‐up	   heating.	   This	  
means	   they	   would	   be	   adversely	   impacted	   by	   a	   lack	   of	   biomass	   fuel	   supply,	   and	   that	   could	   be	   a	   significant	  
concern	   in	   sectors	   such	   as	   residential	   care	   homes,	   supermarkets	   and	   some	   agri-‐businesses,	   which	   are	  
important	  in	  relation	  to	  food	  supply	  for	  example.	  
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8//9"# ;/+/# 2/18:# 3/( .	   None	   of	   the	   respondents	   indicated	   that	   staff	   shortages	   (or	   the	   availability	   of	   parts)	  
were	   ,4++/8(67	  preventing	   full	  production,	  but	  clearly	   that	  may	  not	  remain	  the	  case.	  Respondents	  expressed	  
concerns	  that	  trained	  staff	  could	  not	  be	  easily	  replaced	  if	  they	  were	  self-‐isolating	  or	  sick.	  
	  
The	   wood	   products	   market,	   as	   a	   whole,	   is	   unstable	   due	   to	   a	   change	   in	   the	   relative	   demand	   for	   the	   main	  
products.	  The	  demand	  for	  construction	  timber	  has	  been	  reported	  as	  greatly	  reduced,	  with	  knock-‐on	  reduction	  
in	  the	  market	  for	  saw	  logs.	  The	  demands	  for	  pallet	  wood,	  fibre	  for	  panel	  board	  and	  fuel	  wood	  are	  all	  reported	  
at	   or	   slightly	   above	   normal	   levels.	   Many	   respondents	   believe	   this	   rebalancing	   is	   leading	   to	   inflationary	  
pressures	  for	  fuel	  wood.	  The	  balance	  of	  opinions	  is	  that	  small	  round	  wood	  prices	  are	  likely	  to	  increase	  in	  the	  
near	  and	  medium	  term.	  
	  
Respondents	  indicate	  the	  forestry	  sector	  is	  able	  to	  operate,	  but	  harvesting	  volumes	  are	  significantly	  down	  due	  
to	   a	   lack	   of	   demand	   for	   construction	   timber.	   Harvesting	   plans	   are	   being	   modified	   to	   account	   for	   this,	   with	  
more	   emphasis	   on	   thinnings	   which	   are	   more	   suited	   to	   pallet	   and	   fuel	   wood	   production.	   One	   respondent	  
indicated	  that	  harvesting	  plans	  are	  also	  being	  modified	  to	  avoid	  operations	  in	  areas	  frequented	  by	  members	  of	  
the	   public,	   some	   of	   whom	   have	   been	   resentful	   about	   continuing	   operation.	   	   There	   is	   a	   call	   for	   clarity	   in	  
interpretation	  of	   guidance	   in	   relation	   to	   self-‐employed	   contractors	  who	   can	   safely	   perform	   their	   jobs	  while	  
social	  distancing.	  This	  is	  a	  key	  time	  of	  year	  for	  tree	  planting	  –	  an	  activity	  which	  cannot	  be	  put	  off	  without	  losing	  
the	   whole	   planting	   season.	   The	   call	   for	   clarity	   in	   interpretation	   of	   guidance	   in	   respect	   of	   self-‐employed	  
contractors	  also	  applies	  to	  the	  planting	  sector.	  
	  
The	  wood	  chip	  production	  sector	  appears	  to	  operating	  normally,	  although	  volumes	  are	  down	  due	  to	  closure	  of	  
schools,	   swimming	   pools	   and	   public	   buildings.	  Wood	   chip	   prices	   appear	   unaffected	   so	   far,	   but	   respondents	  
suggest	  there	  is	  inflationary	  pressure	  due	  to	  a	  reduction	  in	  overall	  haulage	  utilisation	  and	  subsequent	  increase	  
in	  haulage	  prices.	  	  
	  
Some	  respondents	  indicated	  concern	  over	  partial	  closure	  of	  the	  supply	  chain	  for	  machinery	  spare	  parts.	  While	  
we	  are	  not	  aware	  of	  any	  acute	  problems	  to	  date,	  the	  operators	  are	  reporting	  finding	  it	  more	  difficult	  to	  source	  
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required	  parts	  as	  some	  suppliers	  have	  closed.	  There	   is	   the	  potential	   for	   future	   loss	  of	  capacity	   if	  mechanical	  
breakdown	  of	  equipment	  cannot	  be	  repaired	  due	  to	  lack	  of	  spare	  parts.	  
	  
The	   wood	   pellet	   manufacturers	   are	   operating	   normally	   at	   this	   time.	   but	   sawmills	   co-‐product	   shortages	   are	  
expected	  and	  there	  are	  inflationary	  pressures	  with	  SRW	  suppliers	  seeking	  increased	  prices.	  
	  
Many	  respondents	  have	  indicated	  that	  tasks	  are	  taking	   longer	  due	  to	  delays	  associated	  with	  the	  pandemic	  –	  
lone	  working	  on	  sites,	  increased	  hygiene	  precautions	  and	  stoppages	  by	  police	  have	  all	  been	  cited	  as	  sources	  of	  
delay.	  
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Pellet	   supply	   could	  become	  a	   concern,	   as	   the	  UK	   is	   a	   net	   importer	   of	   pellets1	   and	   if	   ports	   and	   shipping	   are	  
affected,	   or	   if	   EU	   based	   pellet	   production	   reduces2,	   the	   UK	   could	   quickly	   experience	   shortages.	   Scotland	  
contains	   most	   of	   the	   UK	   pellet	   production	   and	   is	   (-/$+/(1,*667	   self-‐sufficient.	   Inflationary	   pressures	   on	   raw	  
materials	  are	  evident,	  so	  there	  is	  a	  risk	  of	  higher	  prices	  in	  months	  to	  come.	  
	  
There	  are	  differences	  of	  opinion	  on	  the	  future	  market	  state.	  One	  large	  source	  of	  uncertainty	  is	  whether	  or	  not	  
the	  panel	  board	  plants	  continue	  to	  operate.	  The	  demand	  for	  panel	  board	  is	  expected	  to	  drop	  in	  line	  with	  that	  
for	  construction	  timber	  but	  the	  plants	  are	  operating	  at	  this	  time.	   If	   they	  stop,	  then	  there	  could	  be	  a	  sudden	  
over-‐supply	  of	  fibre	  which	  could	  slow	  down	  operations	  all	  the	  way	  back	  to	  forest	  harvesting.	  
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The	   supply	   of	  wood	   fuel	   appears	   to	   be	   robust	   at	   this	   time.	   There	   are	   differences	   in	   the	   problems	   faced	  by	  
individual	  producers	  depending	  on	  their	  customer	  base,	  but	  we	  are	  not	  aware	  of	  problems	  affecting	  deliveries.	  
As	  we	   are	  moving	   into	   the	  warmer	  months	  we	   do	   not,	   *(# (-/#3$3/8( .	   foresee	   significant	   concerns	   arising	  
based	   on	   current	   restrictions	   and	   conditions.	   There	   are	   price	   inflationary	   pressures	   arising	   largely	   from	   the	  
down-‐turn	   in	   demand	   for	   construction	   timber,	   reduced	   harvesting	   and	   increased	   haulage	   costs	   due	   to	   a	  
reduction	  in	  overall	  haulage	  (including	  other	  sectors).	  
	  
However,	  if	  further	  restrictions	  are	  imposed,	  or	  conditions	  change	  that	  prevent	  harvesting	  or	  the	  ability	  of	  the	  
biomass	   suppliers	   to	   process	   and	   distribute	   wood	   fuels,	   there	   will	   be	   immediate	   adverse	   impacts.	   The	  
availability	  of	  pellets	  for	  import	  could	  be	  a	  concern	  and	  it	  is	  hard	  to	  see	  how	  that	  impact	  could	  be	  mitigated.	  
	  
	  
Ends	  (01/04/2020)	  
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1	  The	  accepted	  industry	  view	  is	  UK	  pellet	  consumption	  amounts	  to	  around	  600,000	  to	  700,000	  tonnes	  a	  year	  and	  UK	  
production	  is	  under	  300,000	  tonnes	  a	  year.	  
2	  One	  respondent	  noted	  a	  large	  pellet	  mill	  in	  Poland	  was	  ceasing	  production	  with	  immediate	  affect.	  


