WHY TESCO SHOULD CUT ITS TIES WITH GREENERGY
Report by Biofuelwatch, December 2006, updated January 2007 
Tesco are one of the largest distributors of biofuels in the UK – including biodiesel made from tropical palm oil and soy.  In the Netherlands, Essent, an energy company which claimed that burning palm oil was climate-friendly has just been found to have breached advertising standards and has now suspended its use of palm oil.  The Dutch Minister for the Environment has publicly apologised for having created new environmental problems by subsidising palm oil as ‘green energy’.  Tesco still claim, however, that biodiesel made from those same sources is climate and environmentally friendly.

Tesco have been the first British supermarket to sell biofuels in standard petrol and diesel.  Since May 2005, they have been selling a 5% bioethanol blend in unleaded petrol at 185 petrol stations.  They have been selling biodiesel for two years and, since January 2006, all their filling stations in the South East and North West of England have been converted to diesel containing 5% biodiesel.  
All of Tesco’s biofuels are supplied by Greenergy.  Tesco hold 25% of the shares in Greenergy Biofuels Ltd, Cargill another 25%, and the rest is held by the parent company, Greenergy International Ltd.

Who are Greenergy?
Greenergy are a UK-based oil company that primarily sell fossil fuels.  They have a 6.5% share in the British fuels market.  

Until recently, Greenergy were processing 12,000 tonnes of rapeseed oil from the UK for biodiesel.  This has been blended with 95% ordinary diesel and sold as Global Diesel.  This year, Greenergy opened a large biodiesel refinery at Immingham, with a capacity of 100,000 tonnes which the company intends to double.  There are plans for a second refinery to be built near Liverpool which would bring total capacity to 400,000 tonnes per year.  This is to be financed jointly by Tesco, Cargill and Greenergy.
At present, Greenergy are the second-largest biodiesel supplier in the UK, after Biofuels Corporation plc.  They may fall into fourth place if plants planned by Ineos and D1 Oils are realised.  Greenergy biodiesel is sold to Tesco, Morrisons, Asda, Sainsbury’s, Icelands Foods, Conoco-Philips, Arriva, Lafare, Eddie Stobart, BAA, the Metropolitan Police and several local authorities and UK Government departments.1
Greenergy also supply Brazilian sugar-cane ethanol to Tesco.  In future, some of Greenergy’s ethanol will come from a new refinery at Wissington, Norfolk, which is currently being built by British Sugar, DuPont and BP and which is to use UK sugar beet to provide 55,000 tonnes of ethanol per year.  This is likely to increase overall sales, not displace Brazilian ethanol.  
Where does Greenergy’s biodiesel come from?
Until 2006, all of Greenergy’s biodiesel came from UK-produced rapeseed oil.  It has been produced in partnership with BIP Oldbury Ltd, a West Midlands chemicals and plastics company.  The new refinery at Immingham, however, is designed for mixed-feedstock.  Greenergy expect around half of it to come from rapeseed oil and the rest from soya and palm oil imports and waste cooking oil.2  They state that they will import soya from South America.  They do not say where the palm oil will come from, but Indonesia and Malaysia account for 80% of the global palm oil market.  Only 2,500 tonnes a year will come from waste vegetable oil3 (compared to around 50,000 tonnes from soya and palm oil for the current 100,000 tonne capacity).2
Tesco’s website still states that they are selling Global Diesel made from rapeseed oil, rather than ‘mixed feedstocks’.  A member of Biofuelwatch contacted Greenergy to ask whether they could guarantee that Global Diesel would not include the palm oil and soy being used at the Immingham refinery, i.e. that it will remain pure rapeseed biodiesel.  Greenergy did not respond.  Another member asked Customer Services at Tesco’s Head Office about the sources of their biofuels.  He got correct information with regard to ethanol, but no information with regard to biodiesel.
From the trading website www.palmoil.com/ :
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	Road fuel blenders and distributors.

	Specific Oil Categories:

 
	
  Palm Oil
- Oil - RBD or Crude, Buyers & Sellers ( Bulk )
- Olein/Stearin - RBD or crude, Buyers & Sellers ( Bulk )
- Byproducts, Buyers & Sellers ( Bulk )


	Specific Company Categories:

 

	  Buyers & Sellers
- Producers / Refiners




Biodiesel from palm oil:
Oil palm plantations are responsible for a large proportion of deforestation in Indonesia and Malaysia in recent years, as confirmed by satellite images.  There are also reports of deforestation for oil palms in other rainforest nations, including Colombia and Cameroon.  The Indonesian government are speaking of plans to convert up to 20 million hectares more land to oil palms, most of it on Borneo.  According to the palm oil trading website, www.palmoil.com , two million hectares were earmarked for new plantations at the end of 2006.   It is estimated that Malaysia will need to open up another ten million hectares for oil palm plantations in order to meet global demand for palm oil biodiesel. (Stephenson, T. The Roundtable on Sustainable Palm Oil – Purpose and Progress. Symposium on Sustainable Resource Development. Institute of Directors, London May 18, 2006).  Land conversion is spurred by fast rising palm oil prices, driven by the growing global demand for biodiesel.4
In Indonesia, WWF and others fear that all lowland forest could be lost by 2015 or even earlier, together with thousands of species, including the orang-utan.  Peat drainage and forest and peat fires across South-east Asia account for as much carbon emission as 15% of all global fossil fuel burning every year – up to five times as much carbon as the Kyoto Protocol intends to save globally from 1990 levels.  Those emissions are in addition to those from deforestation: natural forests in Indonesia have been found to hold over 300 tonnes of carbon per hectare above the soil.  All the land is cleared before oil palms are planted, and only between 6 and 9.3 tonnes of carbon per hectare accumulate annually on oil palm plantations, which have an estimated life-span of 25 years or less.5
The Dutch energy company Essent have just agreed to suspend the use of palm oil because of serious concerns over deforestation and fires.  The Dutch Minister for the Environment, Van Geel, has publicly apologised for subsidising the use of palm oil, saying “We have been very focused on combatting climate change. (..) However, we should not solve one problem and create another one by using palm oil that is not environmentally friendly. We are going to do something about that”. 
Biodiesel from soy:

Soya is now the main driving force for deforestation in the Amazon.  NASA published a report in September 2006 which showed a correlation between the price of soy and the rate of Amazon destruction.6  Many scientists fear that the region may be close to a tipping point beyond which the Amazon rainforest and much of agriculture around it could collapse.  This would release enough carbon to raise global temperature by another 1.5-3oC – and threaten the survival of one third of all species alive on Earth because they only occur in the Amazon forest.  Soy prices are currently rising, largely in response to the biofuel boom and are expected to increase further as Brazil actively promotes soy expansion for biodiesel production.  
Soy plantations are also linked to deforestation in Paraguay and Argentina, both directly (though land clearance for plantations), and indirectly (through displacing other types of agriculture as well as local communities).  Soy plantations are also associated with large-scale use of toxic herbicides, with many reports of poisoning of local people and workers, as well as water pollution. There is widespread opposition to the expansion of soy monocultures in South America.7
Ethanol from Brazilian sugar cane:

Brazil has had a strong national ethanol programme since the late 1970s and has recently begun to export sugar-cane ethanol on a large scale.  According to a study by WWF, Brazil’s sugar ethanol programme has been one of the driving forces behind deforestation in the Atlantic Forest, and specifically in the State of Alagoas, where only 3% of original forest cover remains. 8

Most of Brazil’s Cerrado, the most biodiverse savannah anywhere, has now been destroyed and WWF state that sugar cane is partly responsible for the destruction of 85% of natural vegetation in the regions of Franca, Araquara, Ribeirao Preto and Sao Carolos.8
A 2005 study by the United Nations University, published by NASA, warned that the Pantanal wetlands found in Brazil, Bolivia and Paraguay are under intense pressure from agriculture, including sugar cane.9   The Pantanal is the world’s largest tropical wetland area, with high biodiversity.  Vast amounts of carbon are held in the peaty soils and the vegetation and their release, through land conversion, would make global warming worse.  

Human rights organizations are concerned about poor working conditions, reports of slavery and child labour, low wages, and serious health problems amongst workers on sugar cane plantations.  There is evidence that sugar-cane expansion is leading to a greater concentration of tenure and Brazil’s high concentration of land-ownership and large number of landless people already causes serious social problems.10  

And what does Greenergy have to say about those concerns:
Neither Greenergy’s website nor Tesco’s website mention the fact that they are selling, or intend to sell biodiesel made from palm oil or soy.  Only detailed web-searches reveal this information.  In 2004, Greenergy made the following statement in a UK government consultation: 

“The Edinburgh Centre for Carbon Management (ECCM, a company which Greenergy has a minority investment in) has undertaken a significant study for a client to determine the potential impact of increased demand for biofuel feedstocks such as palm or soya. This study concluded that much greater conversion of forestry to palm oil production was likely, and that increasing soya production in Latin America is likely to lead to loss of biodiversity and significant soil erosion.  The study further found that at the current time it is extremely difficult for industry to distinguish between “sustainable” palm / soya oils and oils from unsustainable sources, except in the case of a few small producer countries, and that without selection criteria and verifiable traceability there is a danger of severe environmental consequences.   It should be noted that Greenergy has never supplied biodiesel made from palm or soya oil because of the above concerns.”11
Since 2004, nothing has changed about the lack of selection criteria and verifiable traceability of soy and palm oil.  The Roundtable on Sustainable Palm Oil is not expected to certify any sustainable palm oil for at least another year, if not much longer.  Npower recently abandoned plans to burn palm oil in a UK power station because they found that it would be impossible to establish whether any palm oil was sustainably produced.  Yet today Greenergy are now becoming a major importer of both soy and palm oil.  
Why won’t Greenergy stick to rapeseed oil?

Since the end of 2005, the EU has become a net-importer of rapeseed oil.12  That year, 45% of all European rapeseed was used for biodiesel and prices are rising due to this growing demand.4  All major biodiesel companies in the UK now rely on soy and palm oil imports to produce biodiesel.13  Greenergy state that they already buy 10% of the total UK rapeseed harvest, which will provide for half of the capacity at Immingham, yet they intend to quadruple their biodiesel capacity in the next two years.
A 2006 study by CONCAWE, EUCAR and the European Commission’s Joint Research Council found that the EU could supply a maximum of 5% of road transport fuels from domestic production of sugar beet and oilseed rape, but that this would require considerable intensification of agriculture, abolition of all set-asides and increased rotation of oilseed crops, and could only happen if current cereal surpluses were maintained.  The same study warned that this would lead to a serious reduction in European biodiversity, as well as causing increased acidification and eutrophication of freshwater, and that there would be serious impacts on water supplies in some regions.14
Greenergy have developed biodiversity guidelines jointly with the RSPB, but only recommend them to the farmers supplying them with rapeseed oil.  Farmers do not have to follow the guidelines and customers cannot find out whether they do.
Why are we focussing on Tesco?
Tesco are not the only UK supermarket to sell biofuels linked to deforestation, but they are the only one to have bought a large proportion of shares in a biofuel company which imports cheap tropical feedstocks regardless of the impacts on rainforests or local communities and their environment.  They are investing heavily in biodiesel refineries which will run to a large extent on unsustainable, cheap palm oil and soya.  With regard to the sale of biofuels, they have been market leaders amongst UK supermarkets.  
Yet Tesco’s Environmental Policy states that they aim to ‘apply the principle of sustainable development’, and that they aim to sell products ‘grown with care for the environment’.15  We are asking them to follow their own principles.  
What should Tesco do?
Biofuelwatch demands that Tesco should:
1. Pull all their money and investment out of Greenergy;
2. Withdraw all public claims made about Tesco/Greenergy biodiesel being linked to savings in greenhouse gas emissions (given the massive emissions linked to palm oil and soy production) and instead advising all customers that Greenergy biodiesel contains soy and palm oil linked to deforestation;
3. Stop selling biofuels unless Tesco can guarantee that those do not contain feedstocks from countries where growing the crops is linked to deforestation, environmental degradation or human rights abuses.  In the absence of international environmental and social regulation, the sustainability of large-scale biofuel sales cannot be guaranteed.  Some small-scale contracts, for example for waste vegetable oil could provide some sustainable biofuels;
4. Make real and verifiable reductions in its carbon emissions and environmental impact, by reducing food miles, improving energy efficiency and reducing total energy use, using rail for freight, and sourcing produce locally or regionally wherever possible, and by using seasonal produce.  Those measures would be of real benefit to the climate, whilst selling biofuels linked to deforestation, peat and forest fires and biodiversity destruction can only make global warming worse.
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