BIOFUELS IN EUROPE: OVERVIEW AND FEATURES OF A NEW INDUSTRY
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Overview:

Biofuels such as ethanol and biodiesel hold promises of becoming a strategic renewable energy source, achieving at once multiple and broad goals such as the security of supply, the mitigation of climate change through lower emissions of GHG (Greenhouse Gas) in the atmosphere and the rise of new business opportunities in both the agricultural and industrial sector.

However, a set of question marks emerge as many believe that biofuels (at least traditional ones) are not able to achieve such ambitious goals. The debate is open on issues such as the competition for land, production costs, effective environmental benefits and the link with increased food prices.

Notwithstanding such controversies the European biofuel industry is rapidly developing, fostered by the European Commission which in December 2008 voted a package on renewable energy setting the 10% renewable fuel goal in the transport sector by 2020.

The paper illustrates current trends of biodiesel and ethanol production and placement on domestic markets in the 27 Member States of the European Union. Main sources of information are data provided by the EC (European Commission) itself, and by Member States which have to provide yearly progress reports on the implementation of Directive 30/2003 (representing the milestone in European biofuel policies). Information to be provided and commented include, but are not limited, to:

- ethanol and biodiesel produced and consumed in every Member State

- trend in biofuel placed in the market in recent years

- overview and update on policies implemented by the European Commission and single Member States to spur the industry

As in other parts of the world, the types of biofuel promotion policies in Europe are mainly based on excise reduction and blending obligations, with possible overlapping of both instruments. As the costs of excise reductions were relatively heavy – around 4-5 % of public aids – most Member States have been shifting towards blending obligations. The cost of these interventions has been criticized, but according to our analysis the efficiency of the policies has markedly improved.

By comparing the figures of European biofuel consumption with those regarding agricultural land needed for energy crops, the paper investigates the competition for land issue, focusing on EU27 agricultural and arable land, past current and forecasted feedstock production and agricultural yields (which vary significantly as regards the geographical position of the arable land, atmospheric conditions as well as cropping and harvesting techniques).

The main source of information as far as the agricultural issue is concerned is hence data provided from the Commission itself, and specifically DG Agri (Directorate General Agriculture).

The industrial structure of the European biofuel industry is also investigated, thru the following activities:

- identification and description of key players (main industrial producers, oilseed crushers, the agricultural world, oil companies etc)

- identification and description of the value chain and the interaction between different groups

- assessment of the role of logistics in the biofuel sector

This provides an overview of the industrial structure of emerging industries in the European context, highlighting the groups of actors, their features and interactions, as well as overlaps and synergies with other sectors such as sugar, oil, chemicals and so on (as regards companies being analysed, the research will base on the Amadeus database).

Moreover, as far as the environmental dimension is concerned, it is interesting to assess both current GHG savings achieved thanks to ongoing European policies and savings that could be achieved if EU targets were met (5,75% biofuels placed on the transport market by 2010).

GHG savings represent a key point in future European policies on biofuels, as the Commission is analysing a proposal of revision of the Directive on biofuels where great emphasis is put on future certification of biofuels. Biofuels should ensure at least 35% GHG savings, but the debate is still open as many believe that the threshold should be increased to 50% or even more.

The analysis is based on a set of coefficients of GHG savings for each biofuel feedstock. Such coefficients are excerpted on the new figures emerging from the EU Commission Proposal for a Directive on the promotion of the use of energy from renewable sources (January 2008). 

Based on relevant data from Member States regarding the amount of biofuels produced, disaggregated (whenever possible) by feedstock, the coefficients are applied as to determine the amount of GHG savings for each type of feedstock, and for each Member State.

In case of lack of data, a proxy is used assuming that in a given Member State, the percentage of feedstocks used for the production of biofuels reflects the percentage of acreage of the linked crop.

Methods: 
Exposition and description through original quantitative analysis of tables

Results: 
A new industry is rapidly developing in Europe, interacting with other sectors such as (but not limited to) the oil industry.

The links with traditional oil industry are stronger for advanced biofuels than for traditional ones.

Conclusions: 

First, the European Union focused on fiscal incentives (tax excise reductions) as to support the growing biofuel industry. Now most Member States are shifting towards blending obligations. If such policy is clearly less costly, it appears to have positive impacts especially in those contexts where biofuel industry is already developed and structured. 

Second, the industry of traditional biofuels is not closely linked to the oil industry, and it assumes different forms (e.g; larger groups internalising most activities vs smaller companies focusing on core activities and externalising other steps such as oilseed crushing, etc).
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