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Three topics

1. Impacts on commodity markets

2. Indirect land use change

3. How to spur 2nd generation biofuels? 
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1. Impacts on commodity markets: did we bark 
up the wrong tree? 

• Commodity prices dropped again, biofuels production did not

• Other causes for food price increases

- Adverse weather effects (2005, 2006)

- Energy prices: Share of energy in total crop production costs:
- In developed countries: 25%
- In developing countries: 43% 

- Interest of hedge funds and sovereign wealth funds
- Market expectations, speculation, hoarding 
- Exporting countries measures to curb domestic inflation 
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Long-term structural impacts
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Impacts differ between policies

LimitedSignificantImpact of supply overshoot 
on biofuels price

SignificantLimitedImpact of oil price 
on biofuels competitiveness

SignificantLimitedImpact of feedstock prices
on biofuels competitiveness

Tax exemptionsQuota systems
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LowCVP

2. Indirect land use change

• Impacts on carbon stocks
• Impacts on biodiversity
• Also linked to market

impacts
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Indirect effects are key…
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..but extremely complex….

• How much biomass?
• How much co-product?
• How do prices respond?
• How does agricultural productivity (per ha) respond?
• How much land use change due to the price increase?
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… and difficult for certification.
Global Yield and Demand Increases of Biofuel Crops
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3. Incentives for 2nd generation biofuels

• Conventional policies
- RTD support
- Investment grants
- Double-counting? 

• Investment risks may be a key issue
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Susceptible to variations in feedstock prices
Flexible in temporary reductions of production

“Always on”: more susceptible to volatilities in biofuels prices 
less in feedstock prices

Different risk profiles

Different impacts of policy
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Some policy recommendations

• Indirect impacts:
- Monitoring of impacts
- System approach for prevention
- Improvement of agricultural productivity! 
- Certification? 

• Second generation biofuels:
- Develop risk-reducing policies
- Don’t take over the risks themselves
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Thank you!

londo@ecn.nl
www.ecn.nl

www.refuel.eu
www.elobio.eu


