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Introduction 
 

 
The stars aligned well in 2006 for biofuels.  Politically, biofuels took center stage with 
President Bush’s “America is addicted to oil” comment in the State of the Union Address.  
Financially, Wall Street took notice along with investors like Bill Gates and Richard 
Branson.  Economically, high oil prices led to unprecedented profitability in the ethanol 
sector.  Public sentiment for biofuels was strong and few business stories were more 
popular in Midwest newspapers.  The Des Moines Register proclaimed Biofuels as the 
top business story in 2006.  By virtually all measures, biofuel was the darling of 2006. 
 

Figure 1.1:  Number of Biofuel Mentions in the Des Moines Register in 2006 

 
Source:  The Des Moines Register 
 
Context began the research for this project in July 2006.  There is no shortage of 
reference material on this topic.  Given its popularity and the enormous amount of public 
and private resources being applied to understand it, the challenge becomes “where do I 
start?”  Herein lies the value of this report.  Context has taken an analytical, but practical, 
approach to understanding this industry.  Context does not “make a living” in the biofuels 
industry.  We are not ‘insiders’ and have nothing to gain or lose by our views and 
forecasts for the future.  They are based on our objective analysis of the industry.   
 
This report is over 400 pages.  In our effort to be comprehensive, we recognize that 
we’ve probably provided information and data that may not be relevant to every reader.  
It has been our aim to provide summaries, conclusions, and forecasts where 
appropriate.  The following list shows where summaries, conclusions, and projections 
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can be found within the report.  As well, the Executive Summary provides many of these 
conclusions. 
 
 

Summary, Conclusion, Projection Page 
Primer on Crude Oil . . . . . . . . . . . . . . . . . . . . . . .    32 
Transportation fuels market structure . . . . . . . . .   37 
North American energy usage . . . . . . . . . . . . . . .   45 
North American transportation fuel potential . . . .   47 
Supply situation for crude oil . . . . . . . . . . . . . . . .   79 
Demand forecasts . . . . . . . . . . . . . . . . . . . . . . . .   97 
Transportation fuels critical issues . . . . . . . . . . . .  98 
Biofuel market segments  . . . . . . . . . . . . . . . . . . 109 
Biofuel market structure . . . . . . . . . . . . . . . . . . . . 120 
Biofuel market drivers and constraints  . . . . . . . .  123 
Ethanol summary (in the overview section) . . . . . 136 
Biodiesel summary (in the overview section) . . . . 142 
Ethanol market drivers and constraints . . . . . . . . 196 
Corn ethanol summary . . . . . . . . . . . . . . . . . . . .  202 
Corn and sugarcane ethanol summary . . . . . . . . 218 
Future feedstock ethanol summary . . . . . . . . . . . 263 
Ethanol forecasts . . . . . . . . . . . . . . . . . . . . . . . . . 269 
Composite ethanol forecast  . . . . . . . . . . . . . . . .  281 
Biofuel market drivers and constraints . . . . . . . . 305 
Soybean and canola biodiesel summary . . . . . . . 317 
Future feedstock biodiesel summary . . . . . . . . . . 323 
Composite biodiesel forecast . . . . . . . . . . . . . . . . 337 
Competing technologies summary . . . . . . . . . . . . 396 
Expert Workshop summary points. . . . . . . . . . . .  409 

 
 
The content of the report begins with Chapter 2, a very thorough and interesting analysis 
of the transportation fuels market.  This is where biofuels will succeed or fail.  As in 
previous reports, we start by understanding and analyzing the competitive space.  For 
biofuels, this is the transportation fuels industry.  Therefore, we have gone to great 
lengths to provide the reader with a solid grounding in this industry.  In addition to 
significant data, information, and analysis, we have provided very succinct, precise 
conclusions.  Within this section, we actually refer to these conclusions as “tipping 
points”.  Tipping points are events that cause a marked change in a market.  We felt this 
was an appropriate way to summarize this chapter, given the role that biofuels will be 
playing in the transportation fuels industry.   
 
Before going into an in-depth discussion of ethanol or biodiesel, we have provided a 
perspective on the industry from a macro and global level in Chapter 3.  We refer to this 
as an overview, but, within its 45 pages, we go into some detail around market structure, 
key players, history of the industry, and, importantly, key market drivers and constraints. 
 
Chapter 4 is the detailed analysis of the ethanol industry.  The chapter is organized in 
three sections.  The first section introduces the chapter and compares ethanol to 
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gasoline in terms of product differences and market acceptance.  The next three 
sections discuss corn ethanol, sugarcane ethanol, and future feedstocks, respectively.  
In these sections, we provide significant detail from a technical, economic, and 
infrastructural perspective.  Summaries, comparisons, and projections provided at the 
end of these sections enable the reader to quickly ‘get to the point’.   
 
Chapter 5 is similar to chapter 4 in terms of structure.  Here, we discuss biodiesel.  
Sections in this chapter go into detail on biodiesel from soybeans, rapeseed, other fats 
and oils, and future feedstocks.  Again, summaries, comparisons, and projections are 
provided at the end of these sections. 
 
As in any emerging industry, there are several key firms who appear to be generating 
much of the interest.  We have profiled 27 of these firms in Chapter 6.  Included in this 
discussion are the recent strategic alliances or partnerships that have occurred.  
Through this research and analysis, several major trends and characteristics emerge.  
The first trend is to gain size as rapidly as possible in advance of what many see as 
inevitable consolidation in the biofuels industry.  The second is to integrate key strategic 
activities, such as grain origination or ethanol marketing, into the competencies of the 
organization, generally through partnering arrangements.  The third is to trend toward 
utilizing private capital from partner companies or the equity markets to expand 
operations. 
 
While the scope of this project was biofuels, we felt that it would be somewhat 
incomplete if we didn’t address other alternative energy sources.  Chapter 7 provides a 
discussion on propane and natural gas, methanol, butanol, and synthetic fuels (GTL, 
CTL, and BTL).  In the summary and conclusions, we provide an assessment of how 
successful these technologies will be and what that may mean for biofuels. 
 
In December 2006, Context hosted a biofuels workshop attended by several industry 
participants who live and breathe the biofuels industry day-to-day.  Chapter 8 is a 
synopsis of this meeting. 
 
And, we conclude the report with Chapter 9, where we address what we feel are some of 
the most important questions about the future of the industry.  
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