Concerns arise over legitimacy of palm oil mill effluent in EU biofuel market
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Concerns surrounding the legitimacy of palm oil mill effluent (POME) in the European biofuel market have arisen following a report from Transport & Environment (T&E). This organisation’s analysis scrutinises the use of POME, a waste product generated during palm oil production, noting that it has been classified under EU law as a residue eligible for sustainability incentives. The report, however, suggests a troubling possibility: a significant portion of the POME reported in Europe’s biofuel mix may actually be conventional palm oil misrepresented as waste.
In 2023, T&E noted that over 2 million tonnes of POME oil were consumed within European biofuels, which starkly contrasts the estimated global availability of only 1 million tonnes. Cian Delaney, a policy officer at T&E, stated, "It appears a lot of POME could be just palm oil in disguise," highlighting concerns about emissions savings associated with renewable diesel or hydrotreated vegetable oil (HVO). Delaney called for the removal of policy incentives that facilitate the entry of questionable biofuel feedstocks into the EU market.
HVO is currently marketed as a renewable diesel that can offer emissions savings of up to 95% compared to traditional fossil diesel. It has garnered popularity among fleet operators across Europe, who seek to lower their carbon footprints without needing significant vehicle modifications.
The transition from conventional palm oil to waste-based alternatives, such as used cooking oil and animal fats, has been facilitated by the EU's decision to phase out palm-based biofuels by 2030. Following this directive, the use of palm oil in EU biofuels dropped from a peak of approximately 3 million tonnes in 2019 to an 80% reduction by the end of 2023. T&E reported that these waste and residue-based feedstocks now constitute 40% of EU biofuels. However, the organisation cautioned that without adequate oversight, conventional palm oil might be re-entering the market under the guise of waste products.
The consumption of POME in biofuels has been notably concentrated in four European countries: Spain, Italy, the UK, and Germany. T&E's study indicated that a third of biofuels consumed in Spain were derived from POME, while Italy relied on it for nearly 20% of its biofuels. Germany witnessed a fourfold increase in POME consumption from 2021 to 2022, stabilising in 2023 despite lower prices and increased imports. The UK was also recognised as a significant consumer of POME-based fuels. The concentration of POME use in these countries could expose them to potential regulatory or trade ramifications if the current volumes of POME feedstocks are determined to be non-compliant with EU sustainability standards.
Additionally, the surging POME use has contributed to rising prices within commodity markets, with T&E reporting that by mid-2024, POME prices had escalated to 90% of conventional palm oil prices. This development raises questions regarding POME’s classification as a waste residue, as such a distinction plays a crucial role under EU renewable energy regulations. Waste feedstocks benefit from advantages such as double-counting towards renewable targets and eligibility for increased subsidies. Should POME's classification shift, it could result in heightened costs and disqualified financial incentives for companies reliant on this material.
T&E's study emphasised a mismatch between the palm oil export data from Indonesia and the claims of supply. The Indonesian government’s recent figures indicated that POME exports in 2023 and 2024 far surpassed its self-reported production capacity, reinforcing the possibility that some exported POME may not be authentic waste but rather mislabelled palm oil or a mixture of palm-based components.
In response to these findings, T&E has called for a revision of policies that currently favour POME-based fuels and an enhancement of verification mechanisms to maintain the integrity of biofuel feedstocks. The report poses a dilemma for the logistics and road transport sectors, which face growing pressure to lessen emissions while transitioning away from fossil fuels. HVO has been portrayed as a sustainable solution; yet, with increasing scrutiny regarding the validity of these fuels, transport operators may need to reassess their procurement strategies, weighing the risks associated with non-compliance and reputational damage against the drive for green alternatives.
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