ANALYSIS SUSTAIMABILITY CRITERA

Towards biofuel sustainability

Following arduous negotiations, sustainability criteria for bicfuels were adopted in March
2009 as part of the new EU Renewable Energy Directive. While clarifving the ficld for
future schemes of sustainability certification, the directive leaves open a raft of
controversial issues for negotiation. The future of the biofuels industry will largely be
determined by the quality of these negotiations, Markku Lehtonen

The EU's development of sustainablity criteria hos been
driven by the necd to provide stablity to biofuets markats,
prevent the proliferation of many mutually incompatitle
schemes and make sure that biofuels do not completely
lose pulric support, In a situation whars regutation has
struggled to keop up with market development. The EU
Commiss'on has adopted a ‘met-standards’ approach,
building an existing and planned certification schemes, 1o
avald duplicating work and to create an umbrella set af
erteria for existing natlonal and private schemes,

Govemments of the UK, the Netherands and Gormany
hire been among the frontrunners In doveleping national
certification schemes. The UK Renowable Transport Fuels
Obligation, which entered Inte force (n April 2008, has
been particularly Influential, It requires any compary
supplying more than 450,000 liters per yeor of transpart
fuzl to the UK market to ensure that o specified
percentage af s fugl sa'es come from renewable sources,

Initinlly. the tevel of the obligatien was set as equivalent
to 2.5% of suppliers’ total road transport fuel sales in
200808, rising to 3.75% In 200910 and 5% In 201011
and Beyond, However, fallowing the recommendatlons
made by the government-commissioned Gallagher
review an the potential indirect lond use effects of
blofuals, the targets were reduced 5o that the 5%
tarpet would be reached anly In 2013,

The UK has set an example for other European countries
1o foligw. For instance, It prompied the Netharlands 1o
mdopt the same princlple based on sustainoability
reperting. However, the RTFD does not stipulate specliiz
sustalnabllity requiroments, but enly impases an
obl'gation an suppllers to repart on the soclal and
breader emironmental Impacts of thelr blofuals.

EU renewables directive

In March 2007, EU leaders declded that member
states shou'd get 10% of thelr transport fuels from
biofugls by 2020. Since then, EU blofuels policy has
faced Intense criticlsm concerning its broader
sustalnablility impacts, especially In devaloping
countries, As a result, the new Renewable Energy
Cirective in March 2009 struck 6 comprom|se between
the Eurcpoan Parllament, which wanted to scale down
the blofunl target to anly 4% by 2015, and the
Commission, which wanted to retaln the original target.

The new directive keeps the 10% objective, but defines
it as a shate of any renewable onergy saurce in total
transpart energy supply, for example Including

renewable electricity used for transpart, Impartantly,
the directive establishes a sot of mandatory
sustalnability criteria for both Imported and
domestically-produced biofuels. EU countries are
required 1o repart in 2012 an national measures taken
to respect the sustainabllity criteria,

Ta count toward the EU target, biofuels must deliver life-
cycle CO2 savings of Initlally, by December 2010, 35,
ihen 50% fram 2047, rising to 60% in 2018 when
produced from now refineries that come on stream fram
2017 anwards. The directive also establishes the
specific rules for calculating the lifecycle GHG Impact of
biofuels, allowing companles either to colculate the
actual emisslons or to use default va'ues specified for
blefuels sourced from different feodstocks.

However, while the rules clarfy problems commen to
blotuel Ite-cycle ossessment studies, such as the
establishment of system boundaries and colculatien of
cmisslon savings from co-products such os an'mal feed,
they nevertheless loave apen a numbar of potentially
tricky questians. The use of defoult values does not
take Into account the conslderable varlation in
emissions according to the place of feedstock
cuitivation and biofuel production methods, Knowledge
Is notariously uncertaln concerning issuos such as sall
carbion stocks In different ecosystems and the release
of N20 from soll - a gas with 296 times higher
greenhouse foreing potentinl than COZ2. Also definitions
af types of land banned from blofuel feedstock
cultivation leave reom for Interpeetation, notably that of
“land with high diversity volue”,

Indlrect land use change

The directive seeks to tackle head on one of tho most
debated (ssues surrounding blafuels, namely Indirect
Land Use Change, and its impacts en GHG emisslons.
ILUC refers to secondary changes brought about by the
relocatien of crops previously cultivated an land taken
far biofuel feedstock cultivation,

Far example, enpansian of ethane! production In Brazll
does not directly couse deforestation in the Amazon
region, which has poor conditions for sugarcane
cultivation, but in expanding to pastures and agricultural
land, sugarcane may cxpand the agriculturn! frontier and
push these activitles to ralnforasts and savannas,
Simllary o contreversial yet plousib'e hypothesis is that
biofuels drive up agricultural commadity prices,
threatening the Tood security of the poarest, while
boosting the Incomes of commerelal farmers,
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The EU directive requlres the Cammission to report
on ways 1o address ILUC - possibly including o
concrete methadolagy for caleulating the impact on
GHG - by end-2010. However, the Commissien hos
decided to move qulckly, In September 2009, it will
present sclentific medels on ILUC, a stakehalder
evant |5 planned for October, and the report,
possibly together with o leglsfative praposal, |s
expected as carly as March 2010, This would allow
EU member states 1o take the guldance Inte account
when drafting thelr national renewable energy action
plans due by end-2010,

Both European biofuel producers and NanGevernmental
Organizations have called Into question the feasibllity aof
calculating the GHG emisslans resuiting from [ndirect
land use, Beyond the technicalities of GHG ca'culatlans,
this apposition ralses o more fundamental polnt: 1S
certificotion the nght Instrument for addressing the
varlous Indirect impacts from blofuel preductian, ar
should especlally the macio lovel impacts be addressod
through other means = leglslatien, institutlcn-build ng
and botter low enforcement almed at the preventlon af
adverse Impacts such as deforestatian?

Scopo and coverage

While the emphasis in the now directive is en GHG
emissian reduction, it sceks also to nddress 1Wo
other key areas of sustainability — the wider
erviranmental Impacts and the socfal Impacts. The
directive Includes both ensironmental and =ocial
sustainobllity criterla, yot without establishing
quantified, binding targets. Blofuls produced In the
EU must simpy comply with the calsting envirenmantal
and socla! critera governing EU agriculture,
Companies recelving blofuel imports are asked to
report on the compliance of non-EU producers with
the EU's soclal and envirenmental criterla,

Typicaland default

values forbjofuels if produced’

SUSTANABLITY CRITERIA

While the tegitimacy of the envirenmental aspects
among sustalnabllity eriteria is seldom questioned,
the Inclusion of soclal criterio |3 far mare
contentious. Yiews diverge on the rale of Biofuels In
recent food price Increases and the threat that
hiofuel fecdstockhs would reploce food crops.
Espacially producers fram developing countfies
appase the Inclusion of criterln relating to issues
such as labor rights, land ownership, woerkers® health,
and lecal cammunity development,

Despite the controvarsies, the debate an soclal
criteria is unlikely to go away. Not only the NGOs, but
ailso organizations such as the International Labour
QOrganization keep a close oye on developments In the
area, Furthermore, certification is one of the few
means of addressing the socinl problems related to
blofuel preduction. For Instance, in the sufarcang
producing reglon of northeast Brazll, International
pressure may be needed to fuel change In historlieally
unequal soclal relations,

The EU Commission has also sugpested that
sustalnabllity criteria may in the future be applied @
other agricultural crops. Biofuel advocates have indeed
asked why biofuel feedstocks should be Ureated
differently from cther agricultural commodities = why
should sugarcane uscd for ethano! production hove to
be more sustalnable than that destined for Sugar
production, for example?

Sustalnabllity criterla as o trade barrler

Just the ecolabeling In the 1980s, EU plans for blofuel
sustalnabllity criterla have been attacked by developing
countries such as Brazil as 'ecocalomiallstic’
pratectionism, at odds with WTO trade rules. And, as
with eccdabeling, the potential inclusion of soclal criteria
has proved to be the most contentious (dea,

-witli'no net carbon emissions fromiland use change=——— " == == e

Greenhouse gas omisshon saving (%}

Blofug) production pathway Typlcal Default
supar beet ethanal (151 52
wheat othanel (value depends on process fuel and whether @ CHP plant is empioyed) 32460 16469
coin (molze) ethanal {Community produced - natural gas as process fuel in CHP plant) 56 a8
gugar cang gthanal Ti Ti
rope soed blodosel a5 38
sunfiowor blodiesel 4 51
soyboan biodiosel 40 31
palm ol Blodiose! (depend ng on mathane capiure) 3662 1956
wiste vegetoble or animal oil blodiesel Ba 82
hyd retreated vegetablo ol from rope seed 51 47
hydretremed vepetablo ol frem sunflower 65 62
hydretreated vepetoblo ol from pa'm oll (depending en methane capturg) 4068 2665
pure vegetablo o from rape seed 58 g7
biogns from varous sources o3 ChG BEQ-BG 7382

Saurce: Annex Yo EU Renewobes Duroctive
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Alsclection of Infernationali initiatives relevant:-for biofuel sustainability:certlfication

Schemo

Roundgtatle on Sustainable Blofual
International Blognorgy Platfarm — IEEP

|EA Brocrergy Tasks 30, 31 ond 40

Globa! Bioenorgy Partnership

European Green Electricity Metwork = EUGEMNE
Roumdtablo on Sustalnatle Palm Qi
Roundtable en Sustoingble Soy

Bottar Sugarcane Inltlathe

0B Bigfuels Sustalnsbitity Scorceard
[nternational Sustalnatlity & Carben Certification
Forest Stewardship Countll - F5G

Souroe; Platts

In general, the WTCO |s oppased to attempts to develop
mondatory certification systems and permits voluntory
schemes anly where trade In noncertified goods is
uninhibited, This is why the EU has been careful to
make sure that sustainabllity criterio apply to both EU
and non-EU blofuels producers.

Officlals fram the UN Conference on Trade and
Development have concluded that while the inclusion of
soclal eriteria concerning fabar standards and human
rights Is probably Inadmissible, critena for GHG
cmissions and broader enviranmenta! [S5Ues are more
|ikely to pass the WTO test, However, this wou'd not
remave the problems faced by developing country
producers in case several major Imparting countries
gimultancously Introduce certification schomes.

Furthermare, the well-rehearsed WTO argument that each
country shou'd be allowed to define its own levels of
soclal and emvironmentat protection (s probiematie, both
on othical and proctical greunds, The *frecdom’ af the
paor In the developing world to define thelr own desired
levels of pratection seems a hypothetical possitility at
best, when welghed against the Imperatives of global
markets and the interests of strang players In both the
narthern and southerm hemispheres.

Winners and losors

Among the many virtues attributed to biofuels has been
thelr piillity to provide additional Incame ant prosperity
in rural areas, especially in emerg/ng cconomies,
However, while the EU directive clarlfies a number of
issups and seeks to create a more level playing field for
the varlous sustalnabllity requirements, the
establishment of such entena may disprapartionate’y
affect small preducers In tha developing world.

Strict and comprehensive sustalnability certification
systems tend 1o be complex and costly, and requite high
nstitutlonal and technical capacities, which small
producers seldom possess. Morcover, adapting production
methods that comply with the sustanablity criterdn usually
Incuts an extr cost. The Cramer Commission, set up o

Inltlator/ partlcipants

Ecole Polytechnigue Fidérale de Lausanng
FAC

IEA

GA +5 / UNER

Hetwork of researchers, consumer and environmental NGOS
Palm ol supgly chain stakeholdars

Soy supply chen stakeholdors

Sugarcana supply chaln stakcholdars
Imer-Amarican Devolopment Bank

Garman gowernment

Foreat scctor stokehaldars

devolop Dutch blafuel sustainablity crierla, estimated
that the additional cost from certification an small
producers wauld be on mwernge 20% of production costs,
but could in same cases be higher

Experience from forest certfication schemes SUpRCsts
thay the casts tend to atect not only smail producers, but
a'so developing countries as a whale. First, developng
countries often lack relloble forest data necded for
certification, and second, they usunlly have less faovorable
condtians far implementing sustainable forestry practices,
These conditions may not always apply to blofuels: for
instance Brazillan sugarcane fares well without much
irrigation and fewer chemical Inputs than in many ather
producing cauntries, However, the Impact of the lack of
data and techn'cal capacity Is clear: for the lack of
credible Incountry certification expertise, developng
countries often must resert 1o cxpensive services by
industrialized country cxparts 1o ensure markel Boess,

To al'eviote the cost and administrative burdens on
small preducers, two proposals have been put forward,
Group certlfication, following the example of Farest
Stewardship Councll certification, wauld allow several
small producers to share the costs of administration,
Another possibility could be to apaly less stingent
criteria or less elabarate verification procedures for
small preducers, yet this would require great cputian to
avold certification losing its credibility among consumers.
In any case, technical and financial support to smail
producers and doveloping countries Is an essential
prerequisite 1o a successful certification schome,

Credibility and legltimacy

Show'd blofual producers In the deve'oped woild care
nbiout the Impacts of certification on those In developing
countrlies? The obnious answer is that to be WTO
compatible, sustalnabllity criterla should not be
porceived a5 discriminatary, But even If a scheme (s
rojocted because it falls the WTO test, where's the
damage? Isn't it the governments and RGOS that ‘need’
certification, rather than the companias? The answer
pgaln s no; without a cred ble system able to
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demonstrate the sustalnability of Blofuels, the biofuel
industry as o whale may face extinctlon and government
suppart palicles wit be Impossible 1o sell to the public.

The keywords are credit!lity and legitimacy. However
technically perfect’ a certification system might be, it
will anty be effective 50 lang as not only the sectar
stakeholders, but alsa the public at large, trust In the
integrity and falrmess of the system. Admittedly, this (s
tall order. On the one hand, the criteria and standards
need to be strngent, and the cempliance and
enforcement systems robust enough 1o avold
accusations of ‘grecnwashing’ or 'secial whitewashing'.
fin the ather hand, stringency should not lead 1o
cxcessive costs and complesity, which could diserminate
pgalnst small preducers and thereby threaten the
lepitimacy af the system,

In the final analysis, the key questions relating 1o
sustalnabilty criterla and certification are political, not
technical. Data gaps necd to be filed and scleniific
uncertalnties redused, but the more fundamental
uncertainties relate to the diferent Interests, bellefs and
wotldiews of the stakeholders [moived. The Justified calls
for certification and sustainabllity criteria 1o b ‘evidence-
based' or ‘scientifically reliatie’ should not be used to
disguise the underlying reasans for disagreement.

All majar blofuelrelated cortification schemes declare
thelr adherence to Inclusive ‘multl-stakeholder
processes. Hawever, the devll s In the detall, and the
classic (ssues and dilemmas related 10 particlpatory
processes apply: who should have the right to
particlpate, on which conditions, and thraugh which
processes? The framing of the debate |5 especloly
eruclal In the production of the evidence base; being
proactive means gaining contral of the process, on the
themes to be discussed and the basic definitians af key
concepts - starting with sustainatllity.

The mojor Internatianal ermdronmental MGOs have
genarally participated, ond often played a central rale, In
procosses mimed ot developing certification schemes, By
cantrast, civil soclety arganizations from devaloping
countries have often boycotted the processes, lateling
1hem as poorly disguised attempis try the biofuel
companles 1o legitimize thel unsustalnable practices.
gome NGOs have criticized the EU approath of 'mata-
standards’, contesting the clalm that exlsting
cortficatian systems represent 4 legitimate cansensus
amongst stakeholders. Instead, they have polnted out
the poor quality and repeesentation in existing schemes
which are marketed as highly participatery.

The logle of the multl-stakeho'der process faces @
tough test when groups refusc to limit themsealvis o
debating only the specific critarla of certification, but
questlon the whole principle that monoculiure blofuel
crop production could ever be acceptable, (et alang
called sustalnable. Similar examples from areas such
s highway bullding and nuclear eneigy have shown

that poorly designed and managed “participatory’
processes may end up in widespread frustratian: for
the oppanents, hecause the processes anly allow
discussion on project detalls and not an the principie
af whether a project |s needed (n the first plase, and
far the project advocates, who see apposition based on
such fundamental questions as mere troublemaking.

To onsure that the multkstakehalder processes actually
daliver what they pramise - credible and legitimate
certification schemes vital for the survival of the blofuel
soctor — more attention needs to be pald 1o the
structural reasans that provent participation by thifarent
stakeholders on an equal feoting. So far not enly tocal
cwil saclety organizations, but also small-scale crop
produsars fram emerging ccanamies have been
underrepresented at best and absent at warst fram
negotiations on majer certification schemes.

Lare octive measures than merely 'open doors' are
needed to ensure that the weaker parties are able 10 fully
contribute to the process, For example, the International
Organlzation for Standardization (s frequently considered
as a legitmate (ntemational farum, yet cven with'n the
150 the developing countrles are disadvantaged by the
sheer lack of money, human resources and technical
capacity. Assistance from organizations such 25 UNCTAD
1o developing country governments helps redress
Ineguality betwean countries, but does not ensure that ol
groups of sociely gel represented,

Acld test for success

EU blafuet pallcy has in recent years been mired In
controversy. Paradoxically, this may in fact have rendered
a servce to the sector. Slowlng down an avethoated
matket has gven a necded respite, forced the
stakeholders to face the unavoldable broader
gustalnabliity debate, and prevented the Industry fram
heading towards o putilic relations catastrophe. The
scope of the debale has been proadened from the Initlal
axclusive emphosis on GHG emisslons 10 cover
blodiversity and other ermvironmental [SSUEs, indlroct tand
use change, and even soclal Issues.

Hawever, the need to reduce technical uncertalnties
should not ohscure the essentially poiitical nature of the
processes underlying plofuel sustalnabllity criterln,
Unimately, the conflicts around the sustalnalllity of
biofuels are auout competing worldviews. Sustalnability
criterla are bound to be radically different for samaeons
who sees sustalnabllity as small-scale ruml community
development than for sameone else who dofines
sustalnabllity in terms of ‘green’ innovation and
technological development.

Beyond the cansiderations relating to complionce with
W10 ru'es and cotculation af indirect Iand Use Impasts,
the real acld test for the EU's blofuel sustalnability
reg/me is the capacity of the EU to gencrale a process
penulnely apen to the range of highly diverging
parspectives towards sustanable development,
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