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Bio-fuel in the EU: a complex topic

• Energy security/price
• Climate change
• Environment
• Trade balance
• Trade policy
• Public budget
• Competition policy
• Farm income/policy

The EU bio-fuel policy

• 2003 Directive sets a target for consumption
– Member states implement it (tax exemptions/ 

surchage ; obligations)
• Common Agricultural Policy

– Set aside and energy crop direct payments
• Assessment

– Only one macro economic study by the EC 
(crude assumptions on imports/animal/labour )

Our modelling framework

• CGE  model for EU15

• Simulation of CAP/WTO scenarios

• Flexible representation of economic behaviour

• Fine coverage of farm and food processing sectors

Farm products
A G R IC U L T U R E  

S ecto r A g ricu ltu ra l su b -secto rs  
A gricu lture  S o ft w h eat 

B a rley  
M aize  
R ap e 
S u nflo w er 
S o ya 
P ro te in  cro p s 
S u gar b eet 
F o d d er 
G rass  
P ou ltry 
 
P igs  
L ayin g hen  
 
D a iry co w s 
 
S uckling co w s 
 
B eef calf 
 
C alf rearing 
 
H e ifers 
 
B u lls and  S teers 
 
S heep  and  go ats 
F ruits vege tab les 
O ther agricu ltura l ac tiv ities 

S o ft w h ea t 
B arley 
M aize  
R ap e 
S u nflo w er 
S o yb ean 
P ro te in  crop s 
A & B  S u gar b eet, C  sugar b eet  
F o d d er o n  arab le land  
G rass  
P o ultry, O rganic  n itro gen, O rganic  p ho sp hate , O rg anic  
p o tassium  
P igs, O rg a nic  n itro g en, O rg an ic  p ho sp h ate , O rganic  p o tassiu m  
E gg s, P o ultry , O rganic  n i tro gen, O rganic  p ho sp ha te , O rg an ic  
p o tassium  
B ov ine  cattle , R aw  m ilk , C alv es, D airy co w s, O rganic  n itro gen, 
O rganic  p ho sp hate , O rganic  p o ta ssiu m  
B ov ine cattle , C alv es, S uckling  co w s, O rgan ic  n itro gen, 
O rganic  p ho sp hate , O rganic  p o ta ssiu m  
B eef ca lf, O rganic  n itro gen, O rganic  p ho sp ha te , O rg an ic  
p o tassium  
B ov ine cattle , H eifers , B ulls and  S teers , O rganic  n itro gen, 
O rganic  p ho sp hate , O rganic  p o ta ssiu m  
B ov ine  ca ttle , D airy  co w s, S uck ling  co w s, O rganic  n itro gen, 
O rganic  p ho sp hate , O rganic  p o ta ssiu m  
B ov ine ca ttle , O rganic  n itro gen, O rganic  p ho sp hate , O rg an ic  
p o tassium  
S heep  an d g oa t m ilk , sh eep  an d  go at an im a ls 
F ruits, p o ta to es  and  vegetab le s  
O ther  agric ultu ra l p ro du cts  
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Food and other products
F O O D  P R O C E S S IN G  

M eat in d u stry  B o v in e  m ea t, P ig  m ea t, P o u ltry  m e a t, V e a l, sh ee p  an d  g o a t 
m ea ts , C arcass  m e a ls , A n im al fa ts  

D a iry  ind u stry  B utte r,  S k im m ed  m ilk  p o w d e r, C he ese  fro w  co w , c he e ses  fro m  
she ep  a n d  g o a t, W h o le  m ilk  p o w d er , f lu id  m ilk , O th e r  d a iry  
p ro d u c ts  

C o m p o u n d  fe ed  in d u stry  C o m p o u n d  feed  
C erea l p ro cess in g  in d u stry  G ra in s  b ra n , C o rn  g lu te n  fee d , iso -g lu co se , O th e r c e re a l 

p ro cessed  p rod u c ts , b io -e th a n o l 
O ilseed  c ru sh ing  in d u stry  R ap e  o il, S u nflo w e r  o il, S o yb ea n  o il,  R a p e  c a k e , S u n flo w e r 

cak e , S o yb ean  c a k e , p a lm  o il 
S u g ar  in d u stry  A & B  S u g ar , C  su g ar , S u ga r b ee t p u lp , M o lasses  

A G R IC U L T U R A L  S T A T IO N E R IE S   
M o n o  p ro d u c t se c to rs  su p p ly ing :  M in e ra l n itro g e n , M in era l  p ho sp ha te , M in e ra l p o tass iu m , 

p e stic id es , v e te rin a ry  p ro d u c ts , f ish  m ea ls , o th e r e n e rg y  rich  
fe ed , o th e r  p ro te in  rich  fee d , o th e r  fe ed  in g re d ie n ts , see d s  

O T H E R  S E C T O R S   
F o o d  re ta il trad e  F o o d  re ta il trad e  se rv ice s  
O the r se c to rs  O th e r  p ro d u c ts  a nd  se rv ice s  

 

Baseline assumptions

• Productivity
• Household preferences
• Macro-economic conditions
• World market conditions
• Supply of primary factors
• No new CAP, no new WTO agreement
• No Biofuel

Definition of experiment

• EC estimate of fuel consumption
• 8 Millions tons of Rape oil
• 7.3 Millions tons of Bio ethanol (from sugar

beet or soft wheat)
• Specific duty on bio ethanol
• Set aside / Blair House agreement 

Impacts on the oilseed products
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Impacts on cereals, oilseeds and sugar
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Impacts on livestock sectors
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Compound feedButterBeefPoultry meatPork

Sensitivity analysis

• Availability of land

• Price elasticity of farm supply

• Fossil oil price

Efficiency in terms of farm support

• Public expenditure: 10.5 b€
• Leakage to foreign producers: 4.8 b€
• Leakage to food industry: 2.5 b€
• Farm incomes: 3.2 b€

– Land and quota rents: 1.0  b€
– Capital rewards: 0.7 b€
– Labour rewards: 1.5 b€

• Farm job creation : 42000 Units


