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ABSTRACT 

TITLE: Competition and Marketing on the Swedish Biofuel Markets 

 

AUTHORS: Ion Folea, Huda Mohammad Nurul, Taiwo Seun Ajayi 

 

SUPERVISOR: Britt Aronsson 

 

COURSE: Master Thesis in Business Administration 

 

DEPARTMENT: School of Management, Blekinge Institute of Technology, Sweden 

 

PROGRAMME: Master in Business Administration (Online-MBA) 

 

PURPOSE: The purpose of this study is to investigate study and analyze the competition and the 

marketing on the Swedish biofuel markets. A comparison of the marketing mix between 

companies acting on different Swedish biofuel markets will be conducted as well. 

In order to fulfill the main purpose, additional and subordinated studies will be conducted, 

researching how the Swedish biofuel markets emerged and developed, who are the main 

competitors and what are the perspectives of the Swedish biofuel markets.  

 

METHOD: Both primary and secondary data sources are used in this study. A qualitative method 

was chosen; interviews and mails were sent and handed out to some specialized biofuels 

industries in Sweden. On the other hand, secondary data was collected from vigorous research 

and published annual reports in order to gain a wider and clear knowledge of general concept in 

this field.   

 

RESEARCH QUESTION: The research questions are: 

1) How did the biofuel markets emerge and develop in Sweden? 

2) Who are the main competitors on the Swedish biofuel markets? 

3) What are the competitive forces on the Swedish biofuel markets and how they are acting on? 
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4) How the marketing mix is used by the companies operating on different Swedish biofuel 

markets?  

5) What are the perspectives of the Swedish biofuel markets? 

 

FINDINGS: The findings of our study are primarily referring to the competition and marketing 

on the Swedish biofuel markets but other related aspects have been studied as well.  

Bioenergy covers about 28% of Sweden’s energy demand and the percentage is steady 

increasing. The pellets and the bioethanol Swedish markets are the oldest and most developed 

whereas the biogas and the biodiesel markets are much younger and are in a earlier phases of the 

product life cycle. The biogas market is very geographically fragmented and therefore it is more 

difficult to study and analyze. 

The Swedish government and authorities are deeply concerned about the energy politics, climate 

changes and oil dependence and different economic mechanisms are used to encourage and 

sustain the development of the Swedish biofuel markets. 

The competitive forces are examined and analyzed on each of the studied biofuel markets and a 

comparative analysis is performed showing theirs different amplitudes on different Swedish 

biofuel markets, topping on the pellets and bioethanol markets. The main competitors are 

identified on each of the studied markets and a competitive analysis is performed. Each 

component of the marketing mix is studied and compared for two responding companies 

operating on the Swedish biodiesel and pellets markets. The product diversification is one of the 

main problems for the companies due to the standardization. Different distribution channels are 

used but a clear trend to increase efficiency by growing the percentage of the direct personal 

sales has been identified among respondent companies.  

 

KEY WORDS:  Competition, Marketing, Biofuel markets 
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CHAPTER ONE 

 

INTRODUCTION 

 

This is an introductory chapter that is aimed to explain the motivation of our study, the research 

focus and the general context of biofuels in Sweden. The outline of the study is presented at the 

end of the chapter. 

 

1.1 Motivation 

Due to the limited fossil resources, global warming and climate changes the world community is 

forced to search alternatives. Access to sustainable energy supplies is one of the greatest 

challenges facing humanity in the future. Biofuels are serious alternatives to the traditionally 

fossil fuels with direct appliances in the transport sectors, domestic and industrial heating. 

A new branch of science, the renewable energy, emerged in the beginning of the 1980’ and one 

of the most important quests is for the renewable fuels which will be able to successfully replace 

the fossil based fuels.   

Sweden is one of the leading countries in the bioenergy sector and especially in biofuels. A lot of 

research and efforts have been made in last decades in the biofuels area and this is strongly 

connected with the Swedish points of view and positions regarding the environmental protection.   

After a research across the published literature and other available sources of information we 

believe that both the competition and the marketing on the Swedish biofuel markets are in great 

extent still un-researched.  

On the other hand, the biofuel markets are relatively new, the demand is growing very fast and 

the market studies and prognoses show that the trend will continue in the forthcoming years and 

our study will help to better understand the Swedish biofuel markets.   

Therefore, we consider that a study and an analysis of the competition and marketing on the 

Swedish biofuel markets are worthful. Besides, a comparison of the marketing mix between 

companies acting on different Swedish biofuel markets will be conducted in order to obtain a 

clearer image of the existing similarities and differences of the marketing mix used on different 

Swedish biofuel markets.  
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1.2 Sweden and biofuels 

In the last decades, Sweden has managed to almost halve its dependency on oil, something that 

to large extent has been achieved by replacing oil with biofuels mainly in the district heating 

sector, domestic heating and transportation. A major reason for the rapid growth of bioenergy 

and biofuel sectors in Sweden has been the large raw material resources available in the 

country’s vast forests.  

The development and the usage of the biofuels are encouraged by both the European Union and 

the Swedish government. The European Union is strongly recommending and supporting the 

increased usage of the renewable energy sources by several legislative documents like, for 

example “Directive 2003/30/EC of the European Parliament and of the Council of 8 May 2003 

on the promotion of the use of biofuels and other renewable fuels for transport”.  

In the same time, the Swedish government declared in a study carried out in 2006 and named “På 

väg mot ett oljefritt Sverige” that an achievable target is to reduce the oil consumption in 

transports by 40-50 % until 2020. According to “Svenska bioenergiföreningen” and the Swedish 

government, the renewable sources of energy are used to sustain more than 25 percent of the 

Sweden’s consumption of energy. According to statistical data, Sweden is the biggest consumer 

of bioethanol in the European Union. This large share is quite unusual compared to the rest of 

Europe and other mature industrialized parts of the world.  The largest part of Swedish bioenergy 

growth has taken place the last 25 years, due to the rising prices of the traditional fossil fuels but 

also in a large extent due to a conscious and balanced choice of energy and environmental 

politics.  

The most of the biofuel sold on the Swedish markets in the early stages of the biofuels 

introduction was imported but the investors and the Swedish state have strongly supported the 

production of the biofuels.  

In the last years the situation has changed and the Swedish biofuel producers emerged in the very 

fast growing market. Furthermore, Sweden becomes a well known exporter of biotechnologies 

and the country maintains his leading position in biotechnologies. 
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1.3 Purpose  

The purpose of this study is to investigate study and analyze the competition and the marketing 

on the Swedish biofuel markets. A comparison of the marketing mix between companies acting 

on different Swedish biofuel markets will be conducted as well. 

In order to fulfill the main purpose, additional and subordinated studies will be conducted, 

researching how the Swedish biofuel markets emerged and developed, who are the main 

competitors and what are the perspectives of the Swedish biofuel markets.  

 

1.4 Research focus 

The research focus has been formulated taking into consideration the purpose of our thesis and 

the methods used to fulfill it. The following questions have been formulated and will be used in 

our study to achieve a better focus on the researched problems: 

1) How did the biofuel markets emerge and develop in Sweden? 

2) Who are the main competitors on the Swedish biofuel markets? 

3) What are the competitive forces on the Swedish biofuel markets and how they are acting on? 

4) How the marketing mix is used by the companies operating on different Swedish biofuel 

markets?  

5) What are the perspectives of the Swedish biofuel markets? 

 

1.5 Demarcations 

This study is limited to the domestic biofuels markets in Sweden. There are some limitations 

with respect to the availability of data and small scale activities of this emerging energy sector. 

For example, one of the biggest user of biofuels is the forest industry which is using own 

produced fuels and therefore some big amounts of products are not activated in the open market 

and consequently marketing and strategies are not used in these cases.  
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1.6 Outline of the study  

The study is organized in seven chapters as follows: 

 

CHAPTER ONE:   INTRODUCTION 

This is an introductory chapter that is aimed to explain the motivation of our study, the research 

focus and the general context of biofuels in Sweden. The outline of the study is presented at the 

end of the chapter. 

 

CHAPTER TWO :   RESEARCH METHODS 

This chapter describes the research methods used in our thesis and explains how the literature 

was chosen as well as methods used to collect primary and secondary data. Finally, criticism 

towards problems, limitation of data collection and chosen methods are presented.  

 

CHAPTER THREE:   THEORETICAL FRAMEWORK 

This chapter contains a review of the relevant literature concerning the basic concepts and 

theoretical models used in the study. It begins by treating Porter’s five forces model, followed by 

the marketing mix model and the distribution channels model. The last two sections are 

dedicated to the theoretical aspects regarding the product life cycle and the competitor analysis. 

 

CHAPTER FOUR:   THE SWEDISH BIOFUEL MARKETS 

This chapter contains several introductory notions about bioenergy and biofuels in general and 

especially in Sweden, followed by a presentation of the developmental progress over the time, 

identification of the relevant markets and the main competitors, product life cycles, distribution 

channels and the future prospect of the different biofuels markets in Sweden. The chapter ends 

with several examples from the different Swedish biofuel markets using information collected by 

questionnaires and interviews from our respondents. 

 

CHAPTER FIVE:  COMPETITION ON THE SWEDISH BIOFUEL 

MARKETS 

This chapter contains an analysis of the competitive forces acting on the each of the studied 

Swedish biofuel markets followed by a comparative analysis of the competitive forces on 



 5 

different Swedish biofuel markets and ending with examples illustrating the competition on the 

Swedish biofuel markets using information collected by questionnaires and interviews from our 

respondents. 

 

CHAPTER SIX:  MARKETING ON THE SWEDISH BIOFUEL 

MARKETS 

This chapter contains a competitive analysis of the main competitors acting on the studied 

Swedish biofuel markets followed by several examples illustrating the marketing mix on the 

Swedish biofuel markets using information collected by questionnaires and interviews from our 

respondents and ending with a comparison of the marketing mix strategies between companies 

operating on the Swedish biodiesel and respectively pellets markets.  

 

CHAPTER SEVEN:  CONCLUSIONS 

This chapter is dedicated to conclusions covering all the aspects studied along the thesis and ends 

with some suggestions for further studies. 
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CHAPTER TWO 

 

RESEARCH METHODS 

 

This chapter describes the research methods used in our thesis and explains how the literature 

was chosen as well as methods used to collect primary and secondary data. Finally, criticism 

towards problems, limitation of data collection and chosen methods are presented. 

 

2.1 Choice of literature 

Since the purpose of this master thesis is to research, study and understand how marketing and 

strategies are implemented and used on the Swedish biofuel markets and trying to get answers to 

our research questions, relevant books and articles were searched  and selected. The main book 

used is our course “Market-Based Management” by Best, J. (2005), journal articles by Porter, 

E.M. “How competitive force shapes strategy” (1979), “What is strategy” (1996) and “The five 

competitive forces that shape strategy” (2008) as well as his books “The Competitive Advantage 

of Nations” (1990), “Competitive Strategy” (2004) and “Competitive Advantage” (2004). Some 

other related books and articles covering marketing, strategies, energy and biofuels were used as 

well, like for example, Kotler’s reference books “Principles of Marketing” (2002) and 

“Marketing Management” (2003) as well as Brassington and Pettit’s “Principles of Marketing” 

(2006). 

 

2.2 Data collection 

The main purpose of this study requires information from different perspectives. In order to 

collect information, a qualitative investigation was chosen, which involved a questionnaire 

containing easy to understand questions related to the purposes of our study (Appendix A). 

Secondary data was collected in order to gain a wider and clearer picture of the Swedish biofuel 

markets. The data from primary source was acquired by getting in contact with respondents 

within time limit, the questionnaires were sent through e-mail, and handed out as paper copies as 

well. However, data collected in the research were not appropriate for statistical analysis, but 
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they require categorization, sampling, and interpretation, which are characteristics for qualitative 

methods (Saunders, Lewis & Thornhill, 2000). 

 

2.2.1 Primary data 

Primary data has been collected for study purpose by using questionnaires constructed in a 

suitable manner for qualitative analysis (Saunders, Lewis & Thornhill 2000) and presented in 

Appendix A. Preliminary information have been collected trying to identify the main competitors 

on the Swedish biofuel markets due to the high density of companies acting on these markets, 

especially on biogas and pellets markets. Because our study covers the competitive and the 

marketing aspects on the Swedish biofuel markets and it is not only a case study studying certain 

particular companies acting on one market or another, a number of representative companies 

acting on the Swedish biofuel markets have been selected in order to get a more comprehensive 

image about the competition and marketing aspects on each of the four studied biofuel markets. 

In order to get broader and detailed views some interviews were performed and some questions 

were discussed more in detail using the questions described in the written questionnaires as basis 

(Appendix A). Interviewees were allowed to answer freely and in the case of confidential 

information they could avoid the answer to the respective questions. Some of them asked us to 

keep confidential the companies’ names. 

In order to get in contact with the respondents, the search engine Google and also Swedish 

Internet website www.svebio.se as well as other websites were used to search for suitable 

companies acting on each biofuel market. 

To ensure the highest possible rate of response the questionnaires were sent by email and by mail 

to all respondents. The questionnaires were sent to about 20 possible respondents but we 

received answers only from 7 respondents. 

Some respondents gave comprehensive answers and other answers like “Sorry, we don’t have the 

time to answer these questions.”  In such cases the questionnaires were sent again together 

accompanied by persuasive letters, trying to get answers. 

 

2.2.2 Secondary data 

The secondary data obtained from research, published statistics, Internet and annual reports and 

other information have been gathered from established agencies that were mostly available on 
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the Internet and scientific journal articles. There are no specific reliable official statistics 

available which can be uses directly on methods. Secondary data has been collected and 

analyzed for some other purpose of this thesis. 

 

2.3 Validity and reliability 

The collected data from survey and secondary sources are compared with the theories exposed in 

the theoretical framework chapter. Validity and reliability is made up on the basis of 

creditability, transferability, dependability and conformability (Bryman & Bell, 2003).  

Validity is concerned with whether the findings are really about what they appear to be about 

(Saunders, Lewis & Thornhill, 2000). Moreover, multiple sources of data are used for the 

purpose of validity and reliability.  

Some factors like background, types of models or opportunities offered on the markets had 

impact on research reliability which is assuring the same result would be achieved when 

conducting another research. We were aware about missing information for strengthening the 

reliability of the research, the same interview guide was chosen for all interviews which were not 

to miss out important information and to reduce interviewer bias or errors. 

 

2.4 Contribution to the bulk of knowledge 

The use and the development of the Swedish biofuel markets have been strongly influenced by 

the Swedish energy and environmental policies. The biofuel markets are relatively new and they 

are growing fast. But the competition and marketing are important aspects on every market but 

theirs importance is increasing in the emerging or developing markets as the Swedish biofuels 

markets are at this stage. Knowing how the competitive forces are acting and what are their 

magnitudes on different biofuel markets can help the competitors to better define and apply 

strategies and marketing elements. 

After an extended research of the published literature and other available sources of information 

it became clear that the competition and marketing on the Swedish biofuel markets are in great 

extent still unsearched. We are confident that our thesis will make a modest contribution to the 

bulk of knowledge by unveiling some aspects in these less searched areas. 
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2.5 Problems and limitations 

We were aware of the possibility that interviewees’ relation to the subject could influence their 

answers. In the data collection process we have faced some problem like lack of relevant 

available industry address for this study. On the other hand very slow and few response rate 

during the limit time. Secondary data collected from the Internet might have been shaped in 

accordance with the purpose of the web sites, which is not only to inform the reader, but also to 

promote the organization or the cause.  Same issues concerning information were collected from 

different possible sources and compared in order to verify the accuracy and reliability none 

significant differences have been discovered. A qualitative method is regarded as the most 

suitable considering the purpose of the study. The collected data and the results of different 

analyses will be further analyzed, compared and interpreted through theoretical concepts. 
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CHAPTER THREE 

 

THEORETICAL FRAMEWORK 

 

This chapter contains a review of the relevant literature concerning the basic concepts and 

theoretical models used in the study. It begins by treating Porter’s five forces model, followed by 

the marketing mix model and the distribution channels model. The last two sections are 

dedicated to the theoretical aspects regarding the product life cycle and the competitor analysis. 

 

3.1 Porter’s five forces model 

The model has been developed by Michael E. Porter (1979) and it is mainly used for analysis of 

the competitive situation on a market. The model is represented by five forces that act and shape 

the competitive state (Porter, 1979). The magnitude of the five forces differs from one market to 

another and the stronger forces are, the more competitive and challenging is the market. For 

example, if the forces are intense, almost no company earns attractive profits, returns on 

investments are lower and the market is less attractive for competitors. Furthermore, the 

configuration and magnitude of the five forces define and shape the strategy used by a company 

on a certain market (Porter, 2004). 

 

 

 

 

  

 

 

  

 

 

Figure 3.1 The five forces that shape industry competition (Porter, 2004) 
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3.1.1 Rivalry among existing competitors 

Same products are produced by different competitors on the market and companies compete with 

each other for higher market share. In order to compete effectively on the market, practices as 

price discounting, new product introductions, advertisements are used more often (Porter, 2004). 

The rivalry on the market increases when the number of companies in the market increases and 

intensifies even more if companies struggle for leadership (Porter, 2004). 

 

3.1.2 Threat of entry 

New entries on a market reduce market’s attractiveness, increase level of competition and reduce 

market shares but they depend on the barriers to entry (Porter, 2004). The main barriers to entry 

include economies of scale, product differentiation, investment cost, distribution channels and 

government rule and regulations (Porter, 2004). The companies already operating on a certain 

market see the new entrants as a threat because they are bringing new capacity and are often 

competing with the existing companies for the limited resources (Porter, 2004). As a result, the 

level of competition will be higher, causing prices to go down and reducing the profitability on 

the market. A main barrier for the new entrants is the economies of scale which means that the 

costs per product unit are declining while the volume is increasing (Porter, 2004). 

In order to face this barrier, the new entrants have to take a much higher risk by making higher 

investments in production facilities or to accept a cost disadvantage by operating at a small scale 

(Porter, 2004). 

The existent companies on the market can use product differentiation to maintain their market 

share or try to limit access to the raw materials for the new entrants (Porter, 2004). 

A new entrant on the market may need to make large financial investments and this can be a 

serious barrier. Large amount of capital may be required for advertising, research and 

development, customer credit and inventories as well as for production facilities (Porter, 2004). 

The distribution channels can be another barrier for entrants because the established companies 

on the market can try to tie the access to them (Porter, 2004). In this situation, a new entrant has 

to establish his own distribution channel on the market and this usually requires large 

supplementary investments (Porter, 2004). 
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Country’s government by law and regulations can restrain the competition on a certain market 

(Porter, 2004), for example by the patent policy, licenses, limited access to raw materials, 

pollution standards, etc. 

 

3.1.3 Bargaining power of suppliers 

Suppliers of an industry gain bargaining power through some actions like raising prices or reduce 

production quality of the goods (Porter, 2004). It can influence or make a significant impact on 

company’s profitability because a company can not always cover the increased costs by rising 

prices (Porter, 2004). The industry can be dominated by few concentrated suppliers which supply 

unique products or services or offer differentiated products. The bargaining power of suppliers 

will be greater if the buyer is not a vital customer for the supplier group (Porter, 2004). 

 

3.1.4 Bargaining power of buyers 

The number and concentration of buyers and the buying volumes are defining and shaping the 

bargaining power of the buyers on a market. If few buyers buy in large volumes their they will 

gain a greater bargaining power (Porter, 2004). On the other hand, buyers gain a greater 

bargaining power if the switching costs to another supplier are low or the switching processes 

involves little risk. The group of the buyers has also greater bargaining power if there are few 

buyers and many suppliers in the industry (Porter, 2004). If the purchased products are 

standardized or undifferentiated, the buyers will increase their bargaining power because they 

can easy find alternative products and suppliers (Porter, 2004). 

 

3.1.5 Threat of substitutes 

The threat of substitution can reduce the performance and profitability by lowering attractiveness 

and limiting price level (Porter, 2004). A buyer can easily switch to another substitute product if 

available. The price that customers are willing to pay for a specific product depends on the 

availability of substitute products and in this way the substitute products limit the profits on a 

market by setting a ceiling on the prices (Porter, 2004). 

In order to fight against threat of substitutes a company may upgrade the product quality or 

differentiate its products. The threat of substitutes is even higher when some technical advances 

or developments cause price reduction or improve the production processes (Porter, 2004). 
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The magnitude of threat of substitutes depends on willingness of the buyer, relative price and 

cost of switching to substitute products. 

 

3.1.6 Discussion on Porter’s five forces model 

The five forces model proposed by Porter (Porter, 1979) is 30 years one and it is frequently used 

to assess the competitive environment. The model has been has challenged during the time from 

many aspects, like, for example by Coyne and Subramaniam (Coyne & Subramaniam, 1996) 

which showed that the traditional five forces model is based on a microeconomics model of 

industry, combining internally and externally originating forces. In their opinion, Porter made 

some important “tacit assumptions”, for example that there is no interaction between buyers, 

competitors, and suppliers, the competitors are able to erect barriers and that is possible to 

predict how the competitors behave in order to choose the optimal way to respond (Coyne & 

Subramaniam, 1996). The authors show that in order to construct a more realistic model, other 

forces have to be taken account as well by combining forces originating from industry structure 

with those originating from competition and creating in this way a much broader and realistic 

image capable to reflect realities like strategic alliances, the level of uncertainty, the electronic 

linking of information systems and so on (Coyne & Subramaniam, 1996). 

An extension of Porter’s five forces model given by Adam Brandenburger and Barry Nalebuff 

(Brandenburger & Nalebuff, 1996) were the game theory is used to explain why the strategic 

alliances are needed and how they constitute and working. The model is showing that sometimes 

it is not only competition what matters but cooperating with other companies can be an important 

issue too and both the competition and cooperation constitute desirable aspects for a business 

(Brandenburger & Nalebuff, 1996). Some new concepts are introduced, like the concept of value 

net showing interaction between company, customers, suppliers, competitors and complements. 

The new concept of complements is used in this context to define other organizations than 

competitors, customers and suppliers with whom the company has other reciprocal and mutually 

advantageous relationships (Brandenburger & Nalebuff, 1996) defining in this way a larger and 

more complete image about the competition. 

I a recently published work (Porter, 2008), Michael Porter update and extend the classical five 

forces model (Porter, 1979) by trying to correct the common misunderstandings originating from 

his first article and showing how to put the model into practice. For example he shows that the 
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industry growth rate, the government and the technology innovation shall be perceived as factors 

rather than forces and the model become more dynamic by taking into consideration the shifts 

and changes in the industry structure over the time (Porter, 2008). 

Taking in consideration the purpose and the scope of our paper, we would like to emphasis that 

we will use the original model of five forces analysis proposed by Porter in his article “How 

competitive forces shape strategy” (Porter, 1979) because we consider that it is sufficiently 

accurate for purposes of our work. 

 

3.2 The marketing mix 

In his book (Best, 2005) states that in this phase specific tactical marketing strategies need to be 

developed for each of the key performance issues.  The author also explains that each element of 

a marketing mix strategy is a specific response to a key performance issue that exists within the 

context of a certain market situation (Best, 2005). These elements are commonly used in the 

marketing strategy to achieve the marketing objectives on the target market. 

The model used is popularly known as a four parts of the marketing mix, product strategy, price 

strategy, place strategy, and promotion strategy and is often denoted as the 4Ps marketing mix. 

 

3.2.1 Product 

According to Kotler (2002) a product can be defined as anything that can be offered on the 

market in order to satisfy customer’s needs. A product can be a physical object, services, places, 

organizations and ideas (Kotler et al., 2002). By satisfying a need, a product brings a value to the 

target customers. In order to gain competitive advantage, a company should produce and sale 

products that create more value to the customer than competitors’ (Kotler et al., 2002). 

 

3.2.2 Price 

Price can be defined as the amount of money that is charged for either a product or service that 

consumers will pay for the benefits for making use of or having the product or service (Kotler et 

al., 2002). 

The product’s price can be determined either on the market-based pricing method or on the cost-

based method (Best, 2005). The market-based pricing method is using the customer, competition 

and the competitive position on the market as input elements whereas the cost-based method 
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starts by taking into account the costs for purchases, labor and equipment. According to Best 

(2005), the cost-based method is a valuable alternative to the market-based pricing method in 

markets where the product differentiation is minimal (Best, 2005). On the other side, Kotler 

(2002) states that in homogenous markets an important issue is to observe competitors’ pricing 

strategies. 

 

3.2.3 Place 

In the marketing mix model, place defines where the product is sold and what distribution 

channels are used and other activities in order to make the product available to the final customer 

(Kotler et al., 2002). The customers might perceive the quality and the value of the whole 

product by making differences between how it is delivered (Kotler et al., 2002). The competitors 

on the market can achieve higher sales revenues and increase profitability by using the most 

adequate distribution channel. In the same time, distribution channels can contribute to the 

overall perceived customer value (Best, 2005). 

The decision regarding the distribution channels can often create long time commitments for the 

companies because it is not always easy to switch or to change to another distribution channel 

(Kotler et al., 2002). 

 

3.2.4 Promotion 

Promotion is one of the most important elements in the marketing mix because the target 

customers need to receive information about the products and services before they are 

considering decision to purchase (Kotler et al., 2002). 

The importance of the promotion is underlined by Kotler (2002) and a promotion mix consisting 

of four elements is defined: advertising, sales promotion, public relations and personal selling 

(Kotler et al., 2002). 

Sales promotion includes price reductions, premium offers and free products in order to attract 

customer’s attention and offer incentive to buy. Sales promotion might have different targets. 

They can be used to attract new customers, to reward loyal customers or to increase the 

repurchase of the products in case of occasional users (Kotler et al., 2002). 
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Personal sales involve an interaction between the sales fore and the customers and are effective 

because in this way it is possible to observe customer’s needs and adjust the own offer (Kotler et 

al., 2002). 

 

3.2.5 Discussion on the 4Ps marketing mix model 

The marketing mix approach used in our paper is based on the classical and traditional concept 

using the 4Ps variables, which stand for product, place, price and promotion. These 4P variables 

have been presented for the first time by Edmund McCarthy in his book “Basic Marketing: A 

Managerial Approach” published in 1960 (McCarthy, 1960). The concept of marketing mix has 

been introduced by Neil Borden in the 1950s and the basics ideas behind this concepts were 

published in an article entitled “The Concept of Marketing Mix” in 1964 (Borden, 1964). 

There is much debate around the marketing mix concept, mainly regarding what variables shall 

be used to achieve the best result in a given situation. Borden offered a list of 12 variables 

(Borden, 1964) which is only a guideline and he emphasized that the combination of variables 

used shall be reconsidered in any particular situation (Borden, 1964). The 4Ps conceptualization 

presented by McCarthy in 1960 supported much criticism, for example that it does not reflect the 

new emerging perspectives suggesting that marketing is an organizational and culture philosophy 

on its highest level (Kohli & Jaworski, 1990) and in this new context marketing has also new 

functions, like acquiring and processing information regarding the internal and external 

stakeholders (Dickson, 1992) and shifting slowly from a tactical into a strategic process (Day & 

Wensley, 1983).  Another point of view is expressed by Grönroos (1989) concluding that the 

classical marketing mix approach is in fact an inside oriented concept managing the marketing 

mix variables an treating customers like objects instead of subjects (Grönroos, 1989). An 

alternative to the inside oriented marketing mix, a customer oriented marketing mix has been 

proposed by Lauterborn (1990) by shifting from 4Ps to 4Cs as follows: product-customer 

solution, price-customer cost, place-convenience, promotion-communication (Lauterborn, 1990 

and Kotler, 2002), switching in this way to customer closer marketing mix. Another example 

showing how the original framework of the 4Ps marketing mix could change is in the service 

area, where the marketing mix framework has evolved into a 7Ps structure by adding to the 

classical 4Ps variables (product, price, place and promotion) defined by McCarthy (1960) other 
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3Ps representing people, politics and processes, spreading in the same time the marketing 

function all over the firm (Grönroos, 1989). 

We believe that despite the criticism and maybe some deficiencies of the traditional 4Ps 

marketing mix approach, it is still a widely valuable alternative especially when dealing with 

producing companies and consequently we decided to use it in our paper. 

 

3.3 Distribution channels 

Distribution channels are a part of the place component of the traditional 4Ps marketing mix 

approach used in this paper. Distribution channels are considered to be an important link 

between the producers and consumers (Kotler, 2003).The performance and success of a company 

is related to the availability and physical distribution system used to move the products from 

producer towards its customers (Kotler, 2003) and the marketing channel decisions are very 

important for a company because they can affect the greatest majority of other marketing 

decisions (Kotler, 2003). In the same time, the choice and the management of the distribution 

channels are very important because they have a direct influence over customer value, sales 

revenues and profitability (Best, 2005). 

According to Kotler (2003), a distribution system is a major key external resource for a company 

because in many cases is very difficult to build it and it may request a lot of material, financial 

and human resources (Kotler, 2003). 

Each intermediary adds a margin to the price of the products and different functions are 

performed in return to these margins (Brassington & Pettitt, 2006). The performed functions are 

typical for distribution channels and they can be integrated in different flows into the channel. 

Some of these functions are: information, promotion, negotiation, ordering, financing, risk 

taking, physical possession, payment and title (Kotler, 2003). The flows in the channels can be 

forward oriented like for example physical possession, promotion and title, backward oriented 

like ordering and payment and bi-directional oriented like information, negotiation, finance and 

risk taking (Kotler, 2003). 

The producer and the consumer in case of business to consumer channels or manufacturer and 

user in case of business to business channels are both considered to be parts in the distribution 

channel and every intermediary performing work in the channel increases the length of the 

distribution channel, adding a supplementary level to length of the channel (Kotler, 2003). A 



 18 

zero-level consists only of a manufacturer or producer and the final customer or user, with other 

words, the producer or manufacturer is selling directly to the final customer or user and because 

of that and this type of distribution channel is denoted also as a direct-marketing channel (Kotler, 

2003). A one-level channel contains one intermediary, a two-level channels contains two 

intermediaries and so on. All of the multi-level distribution channels are generic denoted as 

indirect-marketing channels (Kotler, 2003). 

Different intermediaries operating in a distribution channel are: 

- Wholesalers, dealing normally with other intermediaries such retailers (Brassington & 

Pettitt, 2006). 

- Retailers, selling directly to the final consumers and purchasing goods or products either 

directly from manufacturer or from wholesalers (Brassington & Pettitt, 2006). 

- Distributors and dealers are adding value to the products by performing different related 

services as stocking, credit and after-sales services. Distributors and dealers are often active in 

the business to business distribution channels (Brassington & Pettitt, 2006). 

- Franchisees are supplying and marketing products and services by holding a contract 

with the producer (franchisor) regulating not only the specifications of the products or services 

but also the selling and marketing processes of the business (Brassington & Pettitt, 2006). 

- Agents and brokers have no legal title of the goods but they are acting on the behalf of 

the manufacturer or producer. Theirs role is to make the product more accessible to the final 

customers and their main function is to bring producer and seller together (Brassington & Pettitt, 

2006). 

With respect to the nature and characteristics of the final consumer, the distribution channels 

have to develop specific structures, dealing with consumers and other business (Brassington & 

Pettitt, 2006). We will use traditionally notations of B2C denoting a business to consumer 

channel and B2B denoting a business to business channel. 

 

3.3.1 Business to consumer distribution channels 

A business to consumer channel (B2C) can have different structures which have to be selected 

accordingly to different markets and situations (Brassington & Pettitt, 2006). 
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Figure 3.2 Alternative business to consumer (B2C) distribution channels 

(Brassington & Pettitt, 2006) 

Producer – consumer (direct sales) 

In this type of channel the producer and the final consumer deal directly with each other 

(Brassington & Pettitt, 2006). There are many variants of this type of channel, for example 

telephone or mail order, internet order, factory shops or a network of sales offices (Brassington 

& Pettitt, 2006). By cutting out the profit margins requested by an eventual wholesaler this 

channels are an attractive option for the producers and has the advantage of increased control and 

simplicity. The disadvantages consist in relatively high costs and resources needed to build a 

company owned sales network and distribution force (Brassington & Pettitt, 2006). 

 

Producer - retailer – consumer 

This kind of distribution channel is most used when both the producer and the retailer are large 

and the retailer is often obtaining lower acquisition prices and other advantages by buying in 

large quantities (Brassington & Pettitt, 2006). 

 

Producer - wholesaler - retailer - consumer 

This distribution channels is to be used when small producers and/or small retailers are involved 

and they have neither resources nor skills to reach the target consumer (Brassington & Pettitt, 

2006).  By adding a wholesaler in a marketing channel both producers and retailers can gain 

advantage because the wholesaler is buying in large quantities from the producers on the one 
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side and then splitting again the volume in smaller and more manageable quantities to  smaller 

retailers on the other side (Brassington & Pettitt, 2006). 

 

Producer - agent/distributor – wholesaler - retailer – consumer 

This type of channel is more common and is often used when a smaller company is trying to 

enter a foreign and unknown market. Its main advantage is that it does not require as much 

investment in terms of resources and time. (Brassington & Pettitt, 2006). An agent is chosen and 

will earn a commission because the company does not have local knowledge, expertise and 

contacts (Brassington & Pettitt, 2006). The agent has and maintains for example contacts with 

wholesalers and/or retailers operating on the market (Brassington & Pettitt, 2006). 

 

3.3.2 Business to business distribution channels 

The seller and the buyer have closer contacts and more intensive dialogues in the case of 

business to business distribution channels due to the more sophisticated technical and 

commercial requirements or issues (Brassington & Pettitt, 2006). The channel structure is 

affected by the type and the frequency of purchasing, the purchased quantity and the importance 

of the product especially for the buyer (Brassington & Pettitt, 2006). 

 

Figure 3.3 Alternative business to business (B2B) distribution channels 

(Brassington & Pettitt, 2006) 
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Manufacturer - user 

This is a direct distribution channel and can be used for example when the products have very 

high unit costs or a high technical content or when they are very important for the user because 

they will be further integrated into its production line (Brassington & Pettitt, 2006). 

 

Manufacturer – distributor - user 

When the number of users increases and their size decreases it becomes economically 

advantageous for a manufacturer to use distributors into the distribution channel (Brassington & 

Pettitt, 2006). 

 

Manufacturer – agent - user 

An agent can act at the behalf of a manufacturer or a group of manufacturers in situations where 

is not economically viable to use a direct selling channel. The agent is usually operating on a 

commission basis related for example to the sale quantities or value (Brassington & Pettitt, 

2006). The disadvantage in this case is the amount of commission to be paid which will increase 

the final costs. 

 

Manufacturer – agent – distributor - user 

This model of the distribution channel is especially used by companies acting in growing and 

fast moving export markets (Brassington & Pettitt, 2006) because the sales agent coordinates 

sales while distributor provides storage facilities near to the user location. 

 

3.3.3 Mixed distribution channels 

Multiple or mixed channels of distribution can be used in order to attain a better customer and to 

increase the penetration level (Brassington & Pettitt, 2006). For example, a producer can use a 

direct web-based distribution channel combined with physical retailers. The mixed channels can 

be used in other situations as well, for example when dealing with high technical products and 

the local availability and service are important issues (Best, 2005). 

The indirect distribution channels have been traditionally used in business to consumer markets 

but the emergence of the new techniques and innovations like online marketing and wholesale 

shopping makes that the direct distribution channels play a more important role. 
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The direct distribution channels are playing a more significant role even in business to business 

markets because of the manufacturer has a greater degree of control and because of the very 

special knowledge that might be required when dealing with high technological products (Best, 

2005). For example, it is very convenient and efficient for a business to use e-marketing channels 

because of the reduced costs and the increasing capacity to reach target customers (Best, 2005). 

 

3.3.4 The design of the distribution channels 

The design of the distribution channel is a particular issue for every given situation but there are 

several common steps that must be followed (Kotler, 2003). First, the company must to 

understand who are the target customers and where, when and why are they buying. On this 

basis, the channel output level can be chosen. According to Kotler (2003), the output of a 

distribution channel can be the lot size, waiting time, spatial convenience, product variety and 

service backup (Kotler, 2003). The next step in the designing process is to establish the 

objectives and the constraints of the channel by taking in consideration factors as product 

characteristics, intermediaries’ characteristics, competitive characteristics, company and 

environmental characteristics, types and number of intermediaries and the responsibilities of 

channel members (Kotler, 2003). The result will consists in a set of alternative distribution 

channels which have to be further evaluated using criteria like economy, control and flexibility 

(Kotler, 2003) and a distribution channel will be finally chosen. 

 

3.4 Product life cycle 

The concept of product life cycle postulates that a product has a life cycle, usually described as 

an S shaped curve, which can be divided into for stages: introduction, growth, maturity and 

decline. In general, each of them has his own characteristics: 

- the introduction phase is characterized by: low sales, negative profits, negative cash 

flow, basic products, high prices, high level of promotion and selective distribution (Brassington 

& Pettitt, 2006). 

- the growth phase has like characteristics: fast growth of sales, rapid rise of the profits, 

moderate cash flow, enhanced products, lower prices, high level of promotion and intensive 

distribution (Brassington & Pettitt, 2006). 
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- the maturity stage is characterized by: slow growth of sales, falling margins of the 

profits, high cash flow, product differentiation, low prices, moderate level of promotion and 

intensive distribution (Brassington & Pettitt, 2006). 

- the decline phase has like characteristics: declining sales, declining profits, moderate 

cash flow, product rationalization, low level of promotion and rationalize distribution 

(Brassington & Pettitt, 2006). 

The product life cycle is important because it is used (or it can be used) by the companies acting 

in a certain market to shape and form both the strategies and the marketing mix. Besides, it can 

be used to form and change the organization itself by shaping its structure, focus and culture.  

 

 

 

Figure 3.4 Product life cycle 

 

According to Brassington & Pettitt (2006), the concept of product life cycle can be used to 

describe the life of an individual product at a specific company but it can be applied as well to 

describe the life of a product in a certain market. We would like to emphasis that we are going to 

use the concept of the product life cycle in his last meaning above. 
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3.5 Competitor analysis 

An important issue for every company acting on a certain market is to identify and analyze its 

competitors (Kotler, 2003) because the company’s strategies can be developed or modified 

according to the results of the analysis.  Competitor analysis is used to assess the strengths and 

weaknesses of the competitors or even of the potential competitors because, according to Kotler 

(2003), emerging competitors or new technologies are more likely to hurt a company than 

existing competitors (Kotler, 2003). 

The first step of the competitor analysis is to identify the competitors. There are many ways to 

identify a business’s competitors but according to Best (2005) the best way is to sample it’s 

customers in order to find out which product or service they would prefer as a substitute to the 

product or service of the business. 

The closer customers perceive competitors to be, the greater is the probability of switching from 

one to another. 

Using customer rating/perception, a perceptual map can be created by capturing customers’ 

perceptions about the competing products or services (Best, 2005). 

With a perceptual map of competition, a business can therefore easily discern two things: 

- Which competitors it will compete against in a particular market. 

- Its competitive position relative to these competitors. 

Perceptual map is the basis of knowing which particular competitor can be used as a benchmark 

competitor. It also provides a business with its competitive position relative to other competitors 

in attracting and satisfying customers in its segment (its group of competitors in same business 

area) (Best, 2005). Once a business has identified benchmark competitors, it has to undergo a 

detailed analysis of these competitors and to effectively carry out this task as a market-based 

business with strong market orientation, competitor intelligence must be gathered at all time to 

have the updated profiles of the competitors (Best, 2005). The competitor analysis can be done 

based on either Market-Based Performance Metrics or Operating Performance Metrics (Best, 

2005). 

On the basis of Market-Based Performance Metrics, the following dimensions of 

competitiveness can be assessed: market share, relative price, relative product quality, the 

relative service quality, and the number of distributors, sales force, advertising and promotions 

(Best, 2005). 
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CHAPTER FOUR 

 

THE SWEDISH BIOFUEL MARKETS 

 

This chapter contains several introductory notions about bioenergy and biofuels in general and 

especially in Sweden, followed by a presentation of the developmental progress over the time, 

identification of the relevant markets and the main competitors, product life cycles, distribution 

channels and the future prospect of the different biofuels markets in Sweden. The chapter ends 

with several examples from the different Swedish biofuel markets using information collected by 

questionnaires and interviews from our respondents. 

 

4.1 Introduction 

Despite of a large variety of available biofuels, we are considering that the most important for 

the Swedish markets are bioethanol, biodiesel, biogas, and pellets. The main application areas in 

Sweden are liquid fuels for transportation, district and domestic heating fuels and fuels for power 

plants. 

The Sweden’s total annual consumption of energy has varied between 560 to 625 TWh under the 

last 15 years and the tendency is slowly upwards (Statens Energimyndighet, 2007a). The latest 

available statistic is for 2006 showing that the total consumption of energy in Sweden was 625 

TWh and energy was extracted from the following sources: 

 

-Petroleum and derivate products    201 TWh 

-Atomic energy       194 TWh 

-Biofuels      116 TWh 

-Hydro-power      62 TWh 

-Coal       28 TWh 

-Gas       11 TWh 

-Import / export electricity    6 TWh 

-Geothermal      6 TWh 

-Wind       1 TWh 
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In the same period, the end users were: 

-Industry      157 TWh 

-Transports      101 TWh 

-Residential       145 TWh 

-Losses and other      222 TWh 

 (Statens Energimyndighet, 2007b) 

 

4.2 Biofuels 

The traditional fuels used along human history are fossil fuels as coal, oil and gas. They are 

derived mainly from biological material that absorbed carbon dioxide from the Earth’s 

atmosphere millions of years ago. These traditional fuels offer a higher energy density but they 

must be burned in a way or another in order to extract the energy. The combustion products are 

usually released into the atmosphere returning the carbon sequestered millions of years ago and 

increasing the concentrations of the carbon dioxide and other combustion gases conducting to an 

increased greenhouse effect and speeding up the global warming process (Tietenberg, 2003). 

Biomass is biological material derived from living, or recently living organisms and in the 

context of biomass for energy this is often used to mean plant based material (Boyle, 2004). 

The carbon used to construct biomass is absorbed from the atmosphere as carbon dioxide (CO2) 

during the life of the plant and the energy from the sun is absorbed during the photosynthesis 

process. If plants are not eaten by animals, their structure is generally broken down by micro 

organisms or burned. If the plant structure is broken down, it releases the carbon back to the 

atmosphere, mainly as carbon dioxide or methane, depending upon the conditions and processes 

involved. If the structure is burned, the carbon is released into the atmosphere as carbon dioxide. 

Bioethanol is mainly produced by sugar fermentation process but it can be produced also by the 

chemical process of reacting ethylene with steam. The main sources of sugar required to produce 

ethanol come from fuel or energy crop which include sugarcane, corn, waste straw and different 

trees. 

Biodiesel refers to a diesel-equivalent processed fuel derived from biological sources. It can be 

produced from raps and sun flower or other raw materials. Biodiesel can be used in unmodified 

diesel-engine vehicles. 
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Biogas is a renewable fuel that consists of at least 97 % methane. It is mainly produced through 

the digestion of organic waste and it is a part of a natural ecologic cycle. After the digestion 

process the methane content is only about 70 % and the gas must be upgraded to a 97 % methane 

content to be able to be used as vehicle fuel (Svensk Biogas, 2008). 

Pellets are small cylinders with a diameter less than 25 mm and a maximal length of four times 

the diameter. They are mainly produced from dried sawmill residues which are grinded into 

chips and pressed into cylinders. 

 

4.3 Biofuels in Sweden 

In the last twenty-five years, Sweden has managed to almost halve its dependency on oil by 

partly replacing oil with biofuels in the home and district heating sectors as well as encouraging 

the usage of the biofuels in transportation. 

One of the major reasons for the rapid growth of bioenergy in Sweden is the large raw material 

resources available. Biofuels were used in 2006 to produce 116 TWh. Reported to the total 

supply of energy in the Swedish market this corresponds to an impressive 18%. This large share 

is quite unusual compared to the rest of Europe and even compared with other industrialized 

parts of the world (Statens Energimyndighet, 2007a). 

The largest part of Swedish bioenergy growth has taken place the last 25 years and it was partly a 

result of rising prices on fossil fuels and partly a result of a responsible energy politics (Statens 

Energimyndighet, 2007a). 

 

4.4 The Swedish bioethanol market 

Bioethanol is produced mainly from three biomass sources; sugar based raw materials, for 

example sugar cane and sugar beat, starch based raw materials like grain and potato and lingo-

cellulose woody biomass, like, for example wood and sugar cane. 

The first two producing processes are mainly used nowadays but the extraction of the ethanol 

from cellulose is under development and is expected to gain market shares in the future due to its 

great potential. 

Ethanol has a fuel efficiency of about 67 % of that of gasoline (Ryan et. al., 2006). 

Currently, ethanol provides about 0.5 % of the fuel used for transportation in Sweden (Korsfeldt 

& Palmberger, 2003). 



 28 

The ethanol is generally mixed with ordinary gasoline, in a proportion between 5 to 15 % and the 

resulting mixture can be used without any adaptations of the vehicles. It may also be used as the 

main fuel, supplied under the name E85 which is a mixture consisting in 85 % ethanol and 15 % 

gasoline. 

 

4.4.1 How did the Swedish bioethanol market emerge and develop 

Bioethanol is the most popular and most used biofuel for transportation in Sweden. 

The foundation of the “Swedish Ethanol Development Foundation “in 1983 is one of the firsts 

recorded information about the bioethanol producers and market in Sweden. Its declared aim was 

to “to develop production techniques and usage of bio-based ethanol for the transport sector” 

(Baff, 2008). The name of the foundation was changed in 1999 to the “BioAlcohol Fuel 

Foundation”. 

One of the major producers on the bioethanol market is SEKAB, based in Örnsköldsvik. The 

company was founded in 1985 and according to the available information the sales revenue was 

1,8 billion SEK in 2006 (SEKAB, 2008). 

The ethanol was used for public transportation for the first time in Örnsköldsvik city in 1985, 

followed by the Stockholm city in 1989. The first ethanol fueled car was introduced in 1994 and 

at the end of the 2007 there were about 100000 cars and over buses registered (SEKAB, 2008). 

The growth of the Swedish bioethanol market has been supported by the government. For 

example, bioethanol fueled cars get free parking in almost all of the Swedish cities and they are 

exempt from the pilot congestion charge program in Stockholm. 

Sweden is the third largest producer of bioethanol in Europe but in the same time, it imports 

between 70 to 80 % of demand (Swedish Board of Agriculture, 2008). 

 

4.4.2 The relevant market and the market structure 

The relevant market consists in the relevant product market which is bioethanol and the relevant 

geographic market which is Sweden. As we will see in the following paragraphs, bioethanol is 

delivered on the Swedish market from two different sources, domestic and imported. The 

demand on the market is created by the consumers (B2C) and users (B2B) and distribution 

channels are used to move the product from producers and importers toward consumers and 
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users. Furthermore, we need to emphasize that our study applies only to the bioethanol used as 

fuel. 

According to the latest available information collected by the Swedish Board of Agriculture 

(Swedish Board of Agriculture, 2008), the total sales of bioethanol in Sweden was about 270 

millions liters in 2006 (Swedish Board of Agriculture, 2008). 

Import is responsible for about 70 to 80% of this quantity and the rest was produced in Sweden 

(Swedish Board of Agriculture, 2008). 

According to the same authority there are three main producers of bioethanol in Sweden 

(Swedish Board of Agriculture, 2008): 

Producer 
Production Capacity / year 

       (millions liters) 

Agroetanol AB 55 

SEKAB 24 

Etanolteknik AB 0,2 

 

Table 4.1 Swedish bioethanol producers and production capacities 

 

Etanolteknik AB has less importance for our study because the production capacity is by far 

lower comparatively with the first two companies and, on the other side, the company is only an 

experimental production facility owned by SEKAB. 

Summarizing, here is a chart constructed using the collected data and showing the situation on 

the Swedish bioethanol market in 2006: 
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The Swedish Bioethanol Market 2006
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Figure 4.1 The Swedish bioethanol market, 2006 

 

It was very difficult for us to collect precise and correct information regarding the market share 

of the different importers of bioethanol in Sweden but according to a recent published report 

(Ecotraffic, 2009), it seems that SEKAB is responsible for almost all the imported quantities of 

bioethanol (Ecotraffic, 2009) followed by Agroetanol AB with a much lower market share. 

Resuming, there are two main bioethanol producers delivering on the Swedish market. The 

biggest one is Agroetanol AB with about 20 % market share and the second is SEKAB with 

about 9% market share. Both of them are importing bioethanol too but SEKAB has the dominant 

position with a much higher market share. In this situation, on the overall Swedish bioethanol 

market, there are only two significant players, SEKAB and Agroetanol AB with overall market 

shares estimated around 80 % SEKAB and 20 % Agroentanol AB. 

 

4.4.3 Distribution channels on the Swedish bioethanol market 

The whole quantities of imported and domestic produced bioethanol with fuel destination are 

distributed to the final consumers via gas stations. Of course that the final consumers can be 

either individuals or other companies but the distribution is the same, via gas stations. 
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Producer or importer  Retailer (gas stations)  User (in the case of an individual, following 

the B2C model) or Consumer (in the case of another company, following the B2C model) and is 

systematized in the following figure: 

 

 

 

Figure 4.2 Distribution channels on the Swedish bioethanol market 

 

 

4.4.4 Perspectives of the Swedish bioethanol market 

The consumption of bioethanol and the Swedish bioethanol market are strongly connected with 

the automotive market and particularly with the main Swedish car producers. The largest 

quantity of bioethanol consumed in Sweden is imported, between 70 and 80% and our study 

shows that there are two main producers of bioethanol in Sweden. On the other side, there are 

many economic instruments and incentives used to encourage the bioethanol producers, 

consumers as well as importers. 

Using information from the previous sections as well as information collected from secondary 

sources, the following diagram showing our estimation regarding the product life cycle for the 

Swedish bioethanol market has been constructed: 
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Figure 4.3 Estimation of the product life cycle for the Swedish bioethanol market 

 

We are considering that the market potential is high and that at this stage, the Swedish bioethanol 

market is somewhere at the beginning of its “Maturity” stage. There are good perspectives both 

for producers and importers but the Swedish bioethanol market is dependant on the automotive 

market. 

 

4.5 The Swedish biodiesel market 

Biodiesel generally refers to a processed fuel derived from biological sources such as vegetable 

oils, and which can be used by the diesel engines. 

Biodiesel is a mixture of fatty acid alkyl esters made from vegetable oils, animal fats or recycled 

greases. Biodiesel can be used as a fuel for vehicles in its pure form, but it is usually used as a 

petroleum diesel additive to reduce levels of particulates, carbon monoxide, hydrocarbons and air 

toxics from diesel-powered vehicles. This type of biofuel can be used in diesel engines with no 

modifications. Typical feed stocks for biodiesel are mainstream agricultural crops, mainly 

oilseed rape in Sweden. 

 

 

 

 



 33 

4.5.1 How did the Swedish biodiesel market emerge and develop 

Unlike bioethanol, biodiesel has not been developed on the commercial scale and not many 

researches were conducted until the beginning of the 2000’s. Some experimental production 

plants were started in northern part of the Sweden and later at least two production facilities were 

constructed. Sweden is still not producing biodiesel at a comparable level with other European 

countries but because biodiesel has some advantages over bioethanol and biogas, mainly higher 

energy density, and because Sweden has the capability to produce raw material, an increased 

production of biodiesel and more market entries are expected in the next years on the Swedish 

biofuel market. 

Currently, the Swedish producers of biodiesel are producing mainly RME based biodiesel 

(Jordbruksverket, 2008) but some new technologies are expected to be introduced, especially 

BTL (Biomass to liquid) and the second generation of biodiesel (FTD – Fisher-Tropsch diesel) 

which is already on the market in an incipient phase. In the same time, a technological hybrid 

between the first and the second generation of biodiesel entered the Swedish market two years 

ago. It is still not currently produced in Sweden but imported, mainly from Finland. 

 

4.5.2 The relevant market and the market structure 

The relevant market consists in the relevant product market and which is biodiesel and the 

relevant geographic market which is Sweden. Biodiesel is delivered on the Swedish market from 

two different sources, domestic and imported. The demand on the market is created by the 

consumers (B2C) and users (B2B) and distribution channels are used to move the product from 

producers and importers toward consumers and users. Our study applies only to those quantities 

of biodiesel used as fuel. 

According to the Swedish Energy Agency (2007b) the total consumption of biodiesel on the 

Swedish market was 65 millions liters. 

According to the Swedish Board of Agriculture (Swedish Board of Agriculture, 2008) and taking 

in considerations the producing licenses, following biodiesel producers were identified and data 

collected from their web sites: 
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Producer 
Production Capacity / year 

(millions liters) 

Lantmännen Ecobränsle AB 45 

Perstorp AB 60 (not operational 2006) 

Biobränslebolaget AB 2,8 

 

Table 4.2 Swedish biodiesel producers and production capacities 

 

The Swedish Biodiesel Market 2006

Import
31%

Lantmännen 
Ecobränsle AB 

69%

 

Figure 4.4 The Swedish biodiesel market, 2006 

 

Note:  Perstorp AB and Biobränslebolaget AB are not represented in this chart because their 

production facilities were not operational at that time. 

Resuming, there was only one significant producer of biodiesel in Sweden in 2006 which was 

responsible for about 69 percent of market delivery and the rest, representing about 31 percent of 

the total biodiesel quantity was imported. 

 

4.5.3 Distribution channels on the Swedish biodiesel market 

The whole quantities of imported and domestic produced biodiesel with fuel destination are 

distributed to the final consumers via gas stations. The final consumers can be either individuals 

or other companies but the distribution is the same, via gas stations. 
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Producer or importer  Retailer (gas stations)  User (in the case of an individual, following 

the B2C model) or Consumer (in the case of another company, following the B2C model) and is 

systematized in the following figure: 

 

 

Figure 4.5 Distribution channels on the Swedish biodiesel market. 

 

 

 

4.5.4 Perspectives of the Swedish biodiesel market 

As previously showed, biodiesel is used both for transportation and home and district heating. 

Our estimations are that, unlike bioethanol, biodiesel is still in the “Introduction” phase on the 

product life cycle curve. We are quite unsure regarding market demand because biodiesel is a 

relatively new biofuel on the market and there were not many information available. However, in 

a recent published document, the main identified producer of biodiesel in Sweden has announced 

that the production of biodiesel at his production facility will be disrupted in 2008 due to low 

profitability (Lantmännen Agroenergi AB, 2008). 

Using information from the previous sections as well as information collected from secondary 

sources, the following diagram showing our estimation regarding the product life cycle for the 

Swedish biodiesel market has been constructed: 
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Figure 4.6 Estimation of the product life cycle for the Swedish biodiesel market 

 

We are considering that the market potential is high and that at this stage, the Swedish biodiesel 

market is somewhere between the late “Introduction” and the early “Growth” phases and that, in 

the same time, there are very good perspectives both for producers and importers but the 

Swedish bioethanol is dependant on the automotive market. 

 

4.6 The Swedish biogas market 

Biogas is formed by the decomposition of micro-bacteria in organic material in an oxygen-free 

environment. In biogas plants, this process takes place under controlled conditions in a so called 

digestion chamber. Content of methane has to be boosted to at least 97 % by removing most of 

the carbon dioxide (Svenska Gasföreningen, 2008). 

The interest for biogas as a transport fuel has evolved during the past 20 years and has mainly 

been focused on public transport vehicles, such as buses and other local transport. Biogas used 

for transport must pass higher quality demands compared to biogas for heating or electricity 

generation (Korsfeldt & Palmberger, 2003). 

Additionally, in order to provide sufficient amount of fuel to obtain an acceptable mileage, the 

biogas must be compressed to several hundred bars. 
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4.6.1 How did the Swedish biogas market emerge and develop 

The research and development of biogas techniques have been accelerated by the consecutive oil 

crises in the 1970’s. During the 1980’s, several landfill plants started to collect and utilize biogas 

produced in their treatment areas and the activity expanded fast during the 1990’s. The first 

biogas production facility dedicated to biogas production for transportation was inaugurated in 

1996 in Trollhättan (Svenska Gasföreningen, 2008). 

In 2006, almost 24 million normal cubic meters of biogas were used as vehicle fuel in Sweden, 

which is equivalent to 26 million liters of petrol and in the same time, 2006 was the first year in 

Sweden when more biogas was sold as vehicle fuel than natural gas (Svenska Gasföreningen, 

2008). In the same year, 2006, about 220 biogas plants were registered in Sweden with an 

equivalent total production of 1,1 TWh energy, (Statens Energimyndighet, 2008). Because the 

owner of a biogas plant can hold a “green certificate” for every megawatt hour of renewable 

energy it produces, providing extra incomes, the biogas has a competitive advantage over non-

renewable energy sources. 

There are two main issues that still have to be solved in order to make the biogas market an 

attractive and profitable one. First, the content of methane must to be at least 97 % and this 

requires an additional and expensive upgrading process. 

Secondly, establishing a distribution system for biogas is very expensive. The main option is 

using a pipeline system but this would not be profitable with the current demand on the market. 

 

4.6.2 The relevant market and the market structure 

The relevant market consists in the relevant product market which is biogas and the relevant 

geographic market which is Sweden. Biogas is delivered on the Swedish market only from the 

domestic production. The market demand is created by the consumers (B2C) and users (B2B) 

and distribution channels are used to move the product from producers and importers toward 

consumers and users. Our study applies only to the quantities of biogas used as fuel. 

As showed before there were about 220 biogas production plants registered in Sweden in 2006. 

This made our research very difficult. Most of the production facilities are using wastes in a form 

or another, belong to municipalities and are of local interest.  A more in depth analysis is far 

beyond the purposes of our research and a supplementary research is suggested to be dedicated 

to this subject. Besides, due to the storage and transportation problems already showed our 
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opinion is that the Swedish biogas market is very fragmented geographically and that is almost 

impossible to discuss about a Swedish market rather than a multitude of local markets. 

Consequently, some of the conclusions of our study may not be applicable to some local markets 

due to special local characteristics and conditions. On the other side, due to the same 

transportation problems, there is virtually no import of biogas in Sweden and consequently all 

biogas delivered on the Swedish market is domestic produced. However, using information from 

the same document (Statens Energimyndighet, 2008) a quantitative analysis regarding the 

geographical repartition and quantities of biogas produced in 2006 has been conducted. 

Geographical Repartition of the 
Swedish Biogas Production in 

2006
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Figure 4.7     Geographical repartition of the Swedish biogas production in 2006 

 

All of the 21 Swedish counties have biogas production facilities but according to data provided 

by the Sweden Energy Agency (2008) and synthesized in the figure above, it is easy to observe 

that about 53 % of the total quantity of biogas was produced just in three of them, Skåne, 

Stockholm and Västra Götaland. No major producer could be identified and from this reason is 
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nearly impossible to conduct a competitive analysis or to research neither marketing nor 

strategies. 

 

4.6.3 Distribution channels on the Swedish biogas market 

The biogas used for transportation purposes is distributed to the final consumers via special gas 

stations. Biogas has some other applications, for example heating but we have to emphasize that 

these quantities are not included in our study because they are produced and consumed in the 

same location, for example different farms which are using animal residues to produce biogas for 

local purposes only, covering in this way a part of the heating or producing electricity etc. 

The model used is: 

Producer  Retailer (gas stations)  User (in the case of an individual, following the B2C 

model) or Consumer (in the case of another company, following the B2C model) and is 

systematized in the following figure: 

 

 

 

Figure 4.8 Distribution channels on the Swedish biogas market. 

  

4.6.4 Perspectives of the Swedish biogas market 

No major producers could be identified and from this reason it is impossible to conduct a 

competitive analysis, nor to research marketing or strategies. However, more than 220 

production plants acting on the market and the potential for biogas production in Sweden has 

been calculated at 17 TWh per year (Svenska Gasföreningen, 2008) and is supposed that the 

biogas production and market will increase more in the next years. In Sweden, biogas has been 

exempted from energy tax since 1995. On the other side, the production of biogas is not new in 

Sweden and a lot of experience and technical expertise were accumulated over the time. 
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Using information from the previous sections as well as information collected from secondary 

sources, the following diagram showing our estimation regarding the product life cycle for 

Swedish biogas market: 

 

 

Figure 4.9 Estimation of the product life cycle for the Swedish biogas market 

 

Our estimation is that the market potential is high, not as high as in the case of bioethanol but is 

very difficult to assess market demand. However, due the geographical dispersion and to the 

related transport problems toward the final consumers, the biogas market in Sweden is situated 

somewhere in an early “Growth” phase. 

 

4.7 The Swedish pellets market 

Pellets are small cylinders with a diameter less than 25 mm and a maximal length of four times 

the diameter. The process of producing pellets is such that sawmill residues are dried until it has 

a dry matter content of around 90%, after which it is grinded into chips and pressed into 

cylinders. 

Pellets are used in district heating and combined heat and power plants and more and more in the 

domestic heating. 
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4.7.1  How did the Swedish pellets market emerge and develop 

The production and usage of biofuels in form of pellets and briquettes is maybe the largest and 

oldest application of biofuels in Sweden. They are used mostly for home and district heating but 

also in combined heat and power plants. 

Pellets production is not a new technology, neither in Sweden nor in the world. It seems that the 

first patent of equipment for briquette products dates back to 1864 in the USA (Vinterbäck, 

2000). As an alternative of the oil-embargo, the Swedish government supported alternative 

energy sources, and a pellets plant was built in Mora in 1982. Few years later, beginning with 

1986, the use of pellets in Sweden began to decline rapidly due to electricity from nuclear plants 

and, on the other side, the burning appliances for the domestic heating were not good enough at 

that time. 

An important company is HMAB, which initiated its production in 1989 and delivered bioenergy 

to a municipal district heating plant in Uppsala. Today, there are about 20 big producers and 

about 260 minor producers acting on the Swedish pellets market. 

With information provided by the Swedish National Association of Pellets Producers (Swedish 

National Association of Pellets Producers, 2008), the following diagram showing the historical 

delivery of the pellets on Swedish market in the last 10 years and prognoses for 2009 and 2010 

has been constructed: 
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Figure 4.10 Pellets delivery on the Swedish market 

Unlike other biofuels in Sweden, pellets are both exported and imported in the same time. 

Furthermore, some Swedish companies are expanding in other countries. 
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4.7.2 The relevant market and the market structure 

The relevant market consists in the relevant product market which is pellets and the relevant 

geographic market which is Sweden. As we will see in the following paragraphs, pellets are 

delivered on the Swedish market from two different sources, domestic and imported. The 

demand on the market is created by the consumers (B2C) and users (B2B) and distribution 

channels are used to move the product from producers and importers toward consumers and 

users. 

As we already saw, there are about 20 big producers and about 260 minor producers acting on 

the Swedish pellets and briquettes market and the market supply by the Swedish pellets 

producers was around 1.715.000 tons in 2007 (Swedish National Association of Pellets 

Producers, 2008). 

              Producer 
Production Capacity / year 

                 (tons) 

Lantmännen Agroenergi AB 300000 

Neova AB 300000 

SCA Bionorr AB 180000 

Helsinge Pellets AB 120000 

Skellefteå Kraft AB 105000 

Bioenergi i Luleå AB 95000 

Laxå Pellets AB 80000 

Vida Pellets AB 60000 

BooForssjö AB 50000 

Derome Bioenergy AB 40000 

 

Table 4.3 Swedish pellets producers and production capacities 
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Figure 4.11 The main Swedish pellets producers, 2007 

 

Pellets are both exported and imported. According to the Swedish National Association of Pellets 

Producers, (2008) the exported quantity in 2007 was about 55000 tons and the imported quantity 

in the same year was about 360000 tons. The total delivery on the Swedish pellets market was 

2075000 tons in 2007 (Swedish National Association of Pellets Producers, 2008) and is used as 

reference to describe the Swedish pellets market in 2007. The results are summarized in the 

following figure: 
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Figure 4.12  The Swedish pellets market, 2007 

 

It is very difficult to identify the main importers of pellets and theirs market share but according 

to the Swedish Energy Agency (Statens Energimyndighet, 2007c) there is at least one significant 

importer, Pelletssvenska AB who imports pellets from Lithuania but the market share is 

impossible to assess. 

 

4.7.3 Distribution channels on the Swedish pellets market 

Unlike bioethanol, biodiesel and biogas, pellets are used almost only for heating applications, 

both by individual user and industrial consumers. This result in slightly different distribution 

channels structure used to reach the final consumer. 

In the case of individual consumers, following the business to consumer distribution model, the 

distribution takes place using the following channels: 
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Figure 4.13  Business to consumer distribution channels on the Swedish pellets market 

 

Producer -> Consumer (direct sales) 

Producer -> Retailer -> Consumer 

Producer -> Wholesaler -> Retailer ->Consumer 

The distribution channels structure is quite similar in the case of the business users, following the 

business to business distribution model: 

 

 

Figure 4.14  Business to business distribution channels on the Swedish pellets market 

 



 46 

Manufacturer -> User (direct sales) 

Manufacturer -> Distributor -> User 

Manufacturer -> Agent -> Distributor -> User 

The similarity is obvious and it can be easy explained because most of the producers or 

manufacturers are more likely to produce and deliver both on the business to user pellets market 

and business to business pellets market. 

 

4.7.4 Perspectives of the Swedish pellets market 

Pellets are one of the oldest applications of biofuels in Sweden. Because of the advanced 

producing technologies and incontestable advantages over the traditional oil or wood based 

heating fuels, the pellets market is considered to be the most developed and mature among the 

four biofuels markets which make subject to study in our research. We already saw that the 

delivery of the pellets on the Swedish market has constant increased in the last ten years. 

Some of the Swedish producers are exporting pellets in other European countries and others are 

expanding. 

Using information from the previous sections as well as information collected from secondary 

sources, the following diagram showing our estimation regarding the product life cycle for the 

Swedish pellets market has been constructed: 

 

 

Figure 4.15 Estimation of the product life cycle for the Swedish pellets market 
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Our estimation is that the market potential is still high because more and more domestic users are 

encouraged to change the home heating equipments. We are considering that the Swedish pellets 

market is situated now somewhere in the middle of its “Maturity” phase. 

 

4.8 Examples from the Swedish biofuel markets 

In this section we will use three examples chosen among the received responses from our 

respondents to illustrate different aspects regarding the Swedish biofuel markets. The first 

example is coming from a company acting on the Swedish biodiesel market; the second example 

is coming from a company acting on the Swedish biogas market and the third one from a 

company acting on the Swedish pellets market. 

 

4.8.1 A company acting on the Swedish biodiesel market  

Our respondent is acting on the Swedish biodiesel market and is located in Mälardalen, in the 

central part of Sweden. Responding at the question “What is the company’s main product?” our 

respondent shows that the company’s main product is biodiesel. The company is mainly 

producing biodiesel for home heating purpose and all quantity of produced biodiesel is sold on 

its main geographic market which is located also in the central part of Sweden. The answer 

received at the first question “Since when is the company active in the biofuel production 

branch?” reveals that the company is a relatively new one on the Swedish biodiesel market with 

about one year of activity. Answering the question “Who are the ultimate consumers of the 

company’s products?” our respondent shows that the biodiesel is delivered only to the individual 

consumers and the main destination is heating. The answer received at the question “What do 

you think about the future of the Swedish biofuels market over the next 10 years?” indicates that 

our respondent is very confident in the future of its market over ten years, and answering at the 

question “Which is the cheapest right now?“ our respondent shows that biofuels are already 

cheaper than the fossil fuels. Answering the question “Which will be cheapest over 10 years?” 

our respondent estimates that biofuels will be cheaper than fossil fuels over ten years. 

 

4.8.2 A company acting on the Swedish biogas market 

The company is acting on the Swedish biogas market and is located in the western part of 

Sweden. Responding at the question “What is the company’s main product?” our respondent 
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shows that the company’s main product is biogas which is used as transportation fuel. The 

geographic market is located also in western part of Sweden and the entire quantity of biogas is 

delivered on this market. The answer received at the first question “Since when is the company 

active in the biofuel production branch?” reveals that the company is operating on the Swedish 

biogas market since more that 5 years. Answering the question “Who are the ultimate consumers 

of the company’s products?” our respondent shows that the products are delivered only to 

industrial users and is used as transportation fuel. The answer received at the question “What do 

you think about the future of the Swedish biofuels market over the next 10 years?” indicates that 

our respondent is very confident of the future of its market over ten years. Answering the 

question “Which is the cheapest right now?“ our respondent shows that the biogas is not the 

cheapest alternative right now, but answering at the question “Which will be cheapest over 10 

years?” our respondent estimates that biofuels will be cheaper than fossil fuels over ten years. 

 

4.8.3 A company acting on the Swedish pellets market 

Our respondent is acting on the Swedish pellets market and is located in the central part of 

Sweden. Responding at the question “What is the company’s main product?” our respondent 

shows that the company’s main products are pellets but there are some other products as well, 

probably secondary products originating from residues from the main production process. 

The company is mainly producing pellets for heating purposes and its main geographic market is 

located also in the central part of Sweden with more than 95% of total sales. The answer received 

at the first question “Since when is the company active in the biofuel production branch?” 

reveals that the company is operating on the Swedish pallets market since more that 10 years. 

Answering the question “Who are the ultimate consumers of the company’s products?” our 

respondent shows that the products are delivered to both the individual consumer and the 

industrial user with the heating as main destination. The answer received at the question “What 

do you think about the future of the Swedish biofuels market over the next 10 years?” indicates 

that our respondent is very confident of the future of its market over ten years, and, surprisingly, 

answering the question “Which is the cheapest right now?“ our respondent shows that biofuels 

are already cheaper than the fossil fuels. Answering at the question “Which will be cheapest over 

10 years?” our respondent estimates that biofuels will be cheaper than fossil fuels over ten years. 
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CHAPTER FIVE 

 

COMPETITION ON THE SWEDISH BIOFUEL 

MARKETS 

 

This chapter contains an analysis of the competitive forces acting on the each of the studied 

Swedish biofuel markets followed by a comparative analysis of the competitive forces on 

different Swedish biofuel markets and ending with examples illustrating the competition on the 

Swedish biofuel markets using information collected by questionnaires and interviews from our 

respondents. 

 

5.1  Competitive forces on the Swedish bioethanol market 

The Swedish bioethanol market has been described in the paragraph 4.4.2 and this description is 

used as starting point for the analysis of the competitive forces. As showed, the Swedish 

bioethanol market is summarized as follows: 

- the market size was about 270 million liters bioethanol in 2006. 

- about 29 % of the total quantity was produce in Sweden and about 71 % was imported. 

- two main Swedish producers have been identified, Agroetanol AB with a market share of about 

20 % and SEKAB with a market share of about 9% of the total produced quantity of bioethanol 

in Sweden. 

- both companies are also importers but SEKAB is responsible for the greatest part of the import. 

- the overall market share in 2006 was about 20% Agroetanol AB and 80% SEKAB. 

- the distribution channels on the Swedish bioethanol market are Producer -> Retailer (Gas 

station) -> Consumer in case of business to consumer market and Manufacturer -> Retailer (Gas 

station) -> User in the case of business to business market. The role of producer and 

manufacturer are played by the same companies because none of them are delivering significant 

quantities of bioethanol exclusively for business to consumer or business to business markets. 

- from a product life cycle point of view, the Swedish bioethanol market is somewhere in the 

beginning of its “Maturity” stage. 
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5.1.1 Rivalry among existing competitors 

As we already saw, there are two main producers of bioethanol in Sweden with a total market 

share of about 30 % and the rest of the market demand is covered by import as concluded from 

the primary and secondary data sources. 

The rivalry seems to be not very high among the Swedish bioethanol producers because of the 

low number of companies on the market on one side and because of the both Swedish producers 

delivering on the market are in the same time importers of bioethanol. 

The bioethanol is a highly standardized product and from this reason it is very difficult for the 

competitors to introduce new products on the market. In the same time, new entries rising the 

degree of rivalry on the market are to be expected mainly due to some new producing 

technologies and advances such as ethanol extractions from cellulose based raw materials. 

 

5.1.2 Threat of entry 

Because the main Swedish bioethanol producers have a relatively large market share they are 

supposed to have economies of scale too. Will be very difficult for a new entrant to overcome 

this barrier and will be very difficult as well to accept a cost disadvantage due to the high ratio of 

the imported products. 

Because the bioethanol is a standardized product it is almost impossible for a new entrant to try a 

product differentiation as well. 

In order to be competitive on this market a new entrant has to make large investments in 

production facilities. 

The Swedish producers of bioethanol are using well established distribution channels and a new 

entrant have to the same distribution channels because the product is sold via a well established 

network of fuelling station. Due to the regulations and to specifically transport conditions, it is 

very difficult to develop an own distribution channel because large investments are required. One 

solution to overcome this barrier is used by one of our respondents by selling the product only to 

the local consumers but this is limiting the growth and consequently the market share. 

Bioethanol is a highly standardized product and besides, both the production and distribution 

processes are heavy regulated by different international standards and governmental rules and 

regulations. One of our respondents complains about the large number of regulations and 
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permissions required but, on the other side, the government is using economic instruments and 

incentive to encourage the bioethanol producers. 

 

5.1.3 Bargaining power of suppliers 

Our study and secondary sources show that the suppliers do not have a high bargaining power on 

this market. This is because a significant part of the raw materials are produced in Sweden on the 

side and because there are many suppliers on the other side. In the same time, some of the raw 

materials are imported and this can be a serious problem due to the price variations on the global 

market and to the power obtained by concentrated suppliers in the main producing countries. 

Both the Swedish government and the European Union are using incentives to encourage the 

production of the raw materials used in the bioethanol production process. Sweden has a vast 

forestry resource and this will be very important because of the new emerging technologies 

based on direct extraction from cellulose. 

 

5.1.4 Bargaining power of buyers 

With the very few exceptions, the buyers are the main fuel distribution companies operating on 

the Swedish fuel market. They are buying in large volumes and this conducts to an increased 

power of the buyers because the producers have to keep prices and quality at least at the same 

level as the imported product. Prices are playing a significant higher role in this case. 

 

5.1.5 Threat of substitutes 

It is easy for the buyers to switch to another substitute product like ordinary ethanol because of 

the product standardization and regulation and hence the compatibility. This will heavily limit 

the prices for the Swedish bioethanol producers. Besides, there most of the cars are equipped 

with a double ethanol / ordinary gasoline combustion system and it is very easy to switch only on 

gasoline if the prices for bioethanol are rising too much or the prices for the gasoline are falling. 

Some new emerging technologies and developments are preparing to entry the market in a way 

or another and they are expected to have an impact on the production prices in the near future. 
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5.2 Competitive forces on the Swedish biodiesel market 

The Swedish biodiesel market has been described in the paragraph 4.5.2 and this description is 

used as starting point for the analysis of the competitive forces. The description of the Swedish 

biodiesel market is summarized as follows: 

- the market size was about 65 million liters biodiesel in 2006. 

- about 69 % of the total quantity was produced in Sweden and about 31 % was imported. 

- only one significant producer delivered biodiesel on the Swedish market in 2006, with a virtual 

overall market share of about 69% . 

- no information about importers and theirs market share could be achieved. 

- the distribution channels on the Swedish biodiesel market are Producer -> Retailer (Gas station) 

-> Consumer in case of business to consumer market and Manufacturer -> Retailer (Gas station) 

-> User in the case of business to business market. The role of producer and manufacturer are 

played by the same company because it certainly delivers on both business to consumer and 

business to business markets. 

- from a product life cycle point of view, the Swedish biodiesel market is somewhere is between 

the late “Introduction” and the early “Growth” phases. 

 

5.2.1 Rivalry among existing competitors 

There is only one producer of biodiesel delivering on the Swedish biodiesel market, with an 

overall market share of about 69% and the remaining market demand is covered by imported 

products. The Swedish biodiesel market is not very developed probably due to a low market 

demand. The market is only in an introductory phase offering a lot of possibilities for further 

development but unfortunately the future of the biodiesel market in Sweden is strongly 

influenced by the development in the automotive sector. 

Under these circumstances the rivalry is almost not present between the Swedish biodiesel 

producers but they have to compete against the imported products. 

Some new entries are expected partly due to the attractiveness of an emerging market and partly 

due to the new emerging technologies as BTL which will probably make possible a better 

competition against the imported products. 

The biodiesel is a standardized product and from this reason is difficult to introduce new 

products on the market.  
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5.2.2 Threat of entry 

The main Swedish biodiesel producer has a relatively low market share comparative to imported 

product. A new entrant entry the market has to achieve economies of scales producing in large 

volume and this implies quite large investments in production facilities. This will be the case if 

the new emerging technologies will offer the possibility to produce at lower costs that imported 

products. 

Because the biodiesel is a standardized product it is almost impossible for a new entrant to try a 

product differentiation but is possible to use quality and brand. 

Both the production and distribution processes are heavy regulated by international standards and 

governmental rules and regulations. 

The distribution network is a makes a supplemental barrier for new entrants because they have to 

use the existent distributors if they want to maintain prices at a competitive level. 

 

5.2.3 Bargaining power of suppliers 

The basic raw material used in the biodiesel production is the rape plant and the suppliers do not 

have a high bargaining power on this market. This is because a significant part of the raw 

materials are produced in Sweden on one side and because the market demand is not very high at 

this moment on the other side. Besides, the government and the European Union are using 

incentives to encourage the production of the raw materials used in the biodiesel production 

process like a part of the general incentives for the biofuel industry. 

 

5.2.4 Bargaining power of buyers 

With few exceptions the buyers are the main fuel distribution companies which in the same time 

are distributing imported biodiesel. Biodiesel is still not distributed on the large scale and the 

market demand is not high at the moment. Some of our respondents show that they are producing 

biodiesel for local consumption and it is easier to overcome the distribution channels in this case. 

 

5.2.5 Threat of substitutes 

It is possible for the buyers to switch to ordinary diesel. This is a big issue for the biodiesel 

producers because it creates a strong dependence with prices of the ordinary diesel and limits the 

prices for the Swedish biodiesel producers. 
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On the other side, there are some new emerging technologies and developments preparing to 

entry the market, like BTL for example, but this is dependant on the market demand which in 

turn is dependant on the advances in the car construction technology. 

 

5.3 Competitive forces on the Swedish biogas market 

The Swedish biogas market has been described in the paragraph 4.6.2 and this description is used 

as starting point for the analysis of the competitive forces. The description of the Swedish biogas 

market is summarized as follows: 

- 220 biogas production plants have been registered in Sweden in 2006. 

- it was not possible to acquire information regarding the total quantity of biogas delivered on the 

market but this is of less important because the market is very geographically dispersed.  

- no major producer could be identified. 

- the import is quasi inexistent due to the low market demand and transport related problems.  

- the distribution channels on the Swedish biogas market are Producer -> Retailer (Gas station) -

> Consumer in case of business to consumer market and Manufacturer -> Retailer (Gas station) -

> User in the case of business to business market. The role of producer and manufacturer are 

probably played by the same companies delivering on both business to consumer and business to 

business markets. 

- from a product life cycle point of view, the Swedish biodiesel market is somewhere in the 

beginning of its  “Growth” phase. 

 

5.3.1 Rivalry among existing competitors 

As showed before, there is over 220 biogas production facilities in Sweden and, in the same time 

they are very geographically fragmented. Besides, most of the production facilities are using 

local raw materials and the resulting product is distributed mostly on a local level. 

The biogas production is almost of local interest and from this reason it is impossible for us to 

analyze the rivalry among existing competitors. 

However, the rivalry can be very strong at the local level due to the raw materials and will be 

even higher because of the new models of cars using biogas as fuel. This will increase the market 

demand and the rivalry among competitors. 
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The biogas is not so high standardized as bioethanol and biodiesel are, but is still difficult or 

almost impossible to introduce new products on the market. For example, in order to be used like 

car fuel, the biogas must contain at least 97% methane and be compressed to some thousand 

bars. 

 

5.3.2 Threat of entry 

Because the market is geographically fragmented, the threat of entry will be a problem just on a 

local level because for the moment it is not possible to transport the biogas at a reasonable price. 

At some local levels is possible that the threat of entry is high or increasing. This is concerning 

special high populated areas like the big cities where the demand is increasing due to the 

availability of the new car models using biogas as fuel and the market demand is growing. In the 

same time, the production process depends on the availability of the local raw materials and this 

can limit the new entrants. 

 

5.3.3 Bargaining power of suppliers 

The biogas producing process is using mainly local raw materials. This strongly limits the new 

entrants because of the possible scarcity in raw materials but in the same time gives a higher 

bargaining power to the existing suppliers. Like a counter measure, a tendency to import raw 

materials has been observed in the last period even if not on a very large scale yet. 

 

5.3.4 Bargaining power of buyers 

With the very few exceptions, the buyers are on the local level because of the problems related 

with the transportation in large quantities. This can be a major threat because the producers 

depend only on local buyers and in the same time, it is almost impossible for the business to 

grow over some geographically imposed limits. 

 

5.3.5 Threat of substitutes 

In some cases, like domestic heat, there are no direct substitutes available because there are not 

natural gases available in Sweden. But, in the same time, it is quite easy to switch to another 

heating fuel, for example pellets. The situation is even worse in the case of the utilization like car 
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fuel because almost all models have a double combustion system based on biogas and ordinary 

gasoline. There are only few car models on the market running only on biogas. 

 

5.4 Competitive forces on the Swedish pellets market 

The Swedish pellets market has been described in the paragraph 4.7.2 and this description is used 

as starting point for the analysis of the competitive forces. The description of the Swedish pellets 

market is summarized as follows: 

- the market size was about 2075000 tons pellets in 2007. 

- about 82,5 % of the total quantity was produced in Sweden and about 17,5 % was imported. 

- eleven major Swedish producers with market shares between 4 and 20 % have been identified.  

- it was not possible to find out information about importers and theirs markets share but this is 

less relevant because the imported quantity is relatively small in comparison with the domestic 

production. 

- pellets are exported too but in small quantities, about 55000 tons which is negligible in 

comparison with the Swedish domestic production of about 1715000 tons in 2007. 

- the distribution channels on the Swedish pellets market are Producer -> Consumer (direct sales) 

, Producer -> Retailer -> Consumer and Producer -> Wholesaler -> Retailer -> Consumer in case 

of business to consumer market and Manufacturer -> User (direct sales), Manufacturer -> 

Retailer -> User and Manufacturer -> Wholesaler -> Retailer -> User in the case of business to 

business market. The role of producer and manufacturer are played by the same companies 

because it certainly delivers on both business to consumer and business to business markets. 

- from a product life cycle point of view, the Swedish pellets market is somewhere in middle of 

its “Maturity” stage. 

 

5.4.1 Rivalry among existing competitors 

The rivalry on the Swedish pellets market is by far much higher as on the other biofuel market. 

This is because the pellets market is the most developed among the Swedish biofuel markets. 

As we already saw, there are a lot of producers competing on the local level and some of them on 

the national level. At least two of them have relatively high market shares of about 20 % and 

other two with about 12% of market share. This should increase the rivalry but in the same time 
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the market demand is still growing as statistics shows. The greatest majority of the distributed 

pellets on the Swedish market are produced in Sweden. 

 

5.4.2 Threat of entry 

The main Swedish pellets producers have a relatively large market share and they are supposed 

to have economies of scale too. It is difficult for a new entrant to overcome this barrier and will 

be even more difficult to accept a cost disadvantage due to the existing high competition. 

Pellets are a standardized product it is almost impossible for a new entrant to try a product 

differentiation as well. The main appliance is in the domestic heating and it is very difficult to 

change something in order to differentiate the product because of the necessary compliance with 

the burning equipments. Some product differentiations are possible on the basis of the quantity 

of energy developed during the burning process and on the basis of related service, for example 

free transport. 

In order to be competitive on this market, a new entrant has to make large investments in 

production facilities and achieve economy of scale which is mandatory to compete on this 

market. 

The Swedish producers of pellets are using well established distribution channels. As our 

respondents and secondary data show, both the direct and indirect distribution channels are used. 

An increasing role plays direct sales via e-commerce and some of the distributors are offering 

free transport for quantities over a certain limit. 

 

5.4.3 Bargaining power of suppliers 

Because of the growing market demand, increasing competition and raw materials, the suppliers 

have a higher bargaining power on this market. Most of the raw materials used in the production 

process are local. Moreover, some of the producers are using raw materials which are secondary 

products from other production process and this give an advantage. Some scarcity in raw 

materials is possible to occur time to time. 

 

5.4.4 Bargaining power of buyers 

Pellets are used by both to the domestic users and the district heating plants. The buyers do not 

have a higher bargaining power because of the large number of buyers, but in the same time, 
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some distributors buying large volumes can gain higher bargaining power. This can turn into a 

disadvantage for producers because they are forced to cut prices and costs in order to maintain 

competitive. A clear tendency detected among our respondents is to increase selling via direct 

channels, including personal contact with the final buyer. 

 

5.4.5 Threat of substitutes 

It is not easy for the final users to switch to another domestic heating system. There is no other 

direct acceptable substitute for pellets; moreover, the greatest majority of the burning equipments 

are newly installed due to the governmental incentives to switch from the older oil based 

equipments. 

 

5.5 A comparative analysis of the competitive forces on the Swedish biofuel 

markets  

 

5.5.1 Rivalry among existing competitors 

The degree of rivalry varies in the different Swedish biofuel markets, from an almost inexistent 

rivalry in the biodiesel market to a much more intense rivalry in the pellets market. 

The bioethanol market is more competitive and the rivalry is higher because the products can be 

transported and sold in whole country. In the same time, the market demand is relatively high 

and growing and producers can sell all the production without noticeable problems. 

The rivalry is almost not present on the Swedish biodiesel market because of the stagnating 

market demand and technical problems related to automotive industry. 

There is almost no rivalry among the biogas producers because biogas is produced and sold 

almost locally due to related transport problems. 

In contrast, rivalry among producers in pellets industry is much higher. This is because pellets 

are maybe the oldest application of biofuels in Sweden, market is more mature and the market 

demand is growing. 

The following diagram shows comparatively the degree of rivalry on the different Swedish 

biofuel markets: 
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Figure 5.1  The rivalry among existing competitors on the Swedish biofuel markets 

 

5.5.2 Threat of entry 

Threat of entry is relatively low in the Swedish bioethanol market due to the already existent 

producers delivering large volumes on the market and to the large investments required by a 

production facility capable to produce relatively high at economy of scale. In order to compete 

on this market, a new entrant has to use the existing distribution channel because of the high 

investments required by building an own distribution channel. The market is still attractive due 

to the growing demand and to the governmental plans and incentives as well as to the Sweden’s 

driving role and leading position in biotechnologies. The biodiesel market is still in an 

introductory phase and it seems to be not very attractive for the moment mainly due to technical 

problems related with the automotive industry. New emerging technologies are expected on the 

market and this will increase the threat of new entries. The bioethanol and biodiesel market have 

in common heavy regulated standards, both in the production processes and in the distributions 

channels and this lowers the threat of entry. Unlike bioethanol and biodiesel, the biogas market is 

very geographically fragmented because of the technical problems related to raw materials and 

transportation. This makes impossible to analyze the threat of entry on the national level but is to 

be supposed that some entries are possible in the most attractive geographical areas, like for 

example larger urban zones. An entry on the Swedish pellets market requires large investment in 

order to achieve economy of scale and to compete at a national level as well as own distribution 

channels in order to avoid increased bargaining power of the buyers. The market is still attractive 
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because of the growing demand and some entries can be expected. The following diagram shows 

comparatively the threat of entry on the studied Swedish biofuel markets: 

Threat of Entry

MEDIUM MEDIUMMEDIUM

LOW

BIOETHANOL BIODIESEL BIOGAS PELLETS
 

Figure 5.2 The threat of entry on the Swedish biofuel markets 

5.5.3 Bargaining power of suppliers 

Suppliers can achieve a higher bargaining power on the Swedish bioethanol market because 

some part of the raw materials are imported and in this case are exposed to price variations on 

the global market. This could be a serious problem which can be solved by trying to use in a 

greater extent intern raw material by encouraging the production of raw materials in Sweden. 

There are incentives addressing the producers of the raw materials for both the bioethanol and 

biodiesel markets. In the same time Sweden has enough capabilities to product the own raw 

materials raw materials due to its vast forestry resources but this is partly correlated with the 

emergence of the new technologies. 

The bargaining power of suppliers is greater in same ways on the pellets market due to the large 

volume production and to the increasing market demand but is still at a reasonable level. Some 

scarcity in raw materials is possible to occur. 

The producers delivering on the Swedish biogas market are mainly using local raw materials. An 

increased bargaining power of the suppliers is to be expected in some geographically areas with 

the growing marked demand. 

The following diagram shows comparatively the bargaining power of suppliers on the studied 

Swedish biofuel markets: 
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Figure 5.3 The bargaining power of suppliers on the Swedish biofuel markets 

 

5.5.4 Bargaining power of buyers 

The buyers on the Swedish bioethanol market are buying in large volumes and this increases 

their bargaining power. In the same time, same buyers are distributing similar imported products 

and this force the Swedish producers to keep the prices at a competitive level. 

The buyers on the Swedish biodiesel market do not have an increased bargaining power because 

the market demand is not very high and because the biodiesel, unlike bioethanol has appliances 

in the domestic heating sector and can be sold locally or delivered to the final customer using 

direct channels. 

The buyers on the Swedish biogas market act on the local level because of the characteristics of 

the industry gaining in this way a greater bargaining power. 

Because of the large number of buyers on the market and of the possibilities to use direct selling 

channels in a larger extent, addressing the final customer and avoiding distributors, the pellets 

market is less susceptible to the bargaining power of buyers. 

The following diagram shows comparatively the bargaining power of buyers on the studied 

Swedish biofuel markets: 
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Figure 5.4 The bargaining power of buyers on the Swedish biofuel markets 

 

5.5.5 Threat of substitutes 

Threat of substitutes is higher on the bioethanol market due to the possibility to switch to 

ordinary ethanol on one side and to the possibility to switch to ordinary gasoline on the other 

side. It is essential for the producers to compete with imported products and prices play a very 

important role. 

Threat of substitutes is even higher on the Swedish biodiesel market because a car using 

biodiesel can easily switch to ordinary diesel and probably this is one of the main reasons that 

the market is not very developed at this moment. Besides, the price of the ordinary diesel fuel is 

still at an acceptable level and the technology is not yet developed at a level allowing production 

at a competitive price. Biodiesel can be easy substituted with ordinary diesel even in the cases of 

the domestic and district heating. 

Threat of substitutes is almost inexistent on the Swedish biogas market because Sweden has not 

natural gas resources on one side and it is not importing natural gas on the large scale on the 

other side. 

There are no available direct substitutes on the Swedish pellets market and the threat of 

substitutes is quite. However, it is possible to switch to electric heating but it seems to be not an 

economic solution. A more serious threat can be a decision to substitute pellets in the domestic 

heating sector by connecting the users to the heating power plants. 
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The following diagram shows comparatively the threat of substitutes on the studied Swedish 

biofuel markets: 

Threat of Substitutes
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Figure 5.5 The threat of substitutes on the Swedish biofuel markets 

 

5.6 Examples illustrating the competition on the Swedish biofuel markets 

In this section we will use three examples chosen among the received responses from our 

respondents to illustrate how different companies are coping with competition on the Swedish 

biofuel markets. The first example is coming from a company acting on the Swedish biodiesel 

market; the second example is coming from a company acting on the Swedish biogas market and 

the third one from a company acting on the Swedish pellets market. 

 

5.6.1 A company acting on the Swedish biodiesel market 

Answering the question “What is the estimated market share of the company on the Swedish 

biofuels market?” the respondent indicates that the market share is probably between 1 and 5 % 

but this is not very important for him because the company is mainly delivering on the local 

market. 

Responding the question “What type of competition threats the company’s success?” our 

respondent shows that the company is coping with two major threats: higher costs for raw 

materials because the higher global demand, and the lobby from the oil companies. The answer 

received at the question “What strategies is the company using to remove these threats?” reveals 

that the company is primary trying to sign long term contracts with both its suppliers and 
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customers. Answering the question “Are there any barriers to entry the Swedish biofuels 

market?” our respondent shows that in his opinion the main barrier are taxes. The answers 

received at the questions “Is the company exporting products?” and “Is the company exporting 

technologies?” show that the company does export neither products nor technologies. The 

company is expanding in Sweden according to the answer received at the question “Is the 

company expanding in Sweden? “ but is not expanding abroad as showed by the answer received 

at the question “Is the company expanding outside Sweden?”. Answering the question “Is the 

production process based on proprietary innovations or inventions?” our respondent indicates 

that the production process is not based on proprietary innovation or inventions. 

Responding the question “Is the main production process using local or imported raw materials?” 

our respondent indicates that the company is using imported raw materials. 

 

5.6.2 A company acting on the Swedish biogas market 

The answer received at the question “What is the estimated market share of the company on the 

Swedish biofuels market?” shows that the market share is bellow 1%. 

Responding the question “What type of competition threats the company’s success?” our 

respondent indicates that the major threats are raw materials and taxation. The answer received at 

the question “What strategies is the company using to remove these threats?” reveals that the 

company is trying to remove the taxation problems mainly by political lobbing. Answering the 

question “Are there any barriers to entry the Swedish biofuels market?” our respondent shows 

that in the case of biogas there are no serious barriers to overcome. The answers received at the 

questions “Is the company exporting products?” and “Is the company exporting technologies?” 

show that the company does export neither products nor technologies. The company is not 

expanding in Sweden nor abroad according to answers received at the questions “Is the company 

expanding in Sweden?“ and “Is the company expanding outside Sweden?”. Answering the 

question “Is the production process based on proprietary innovations or inventions?” our 

respondent indicates that the production process is not based on proprietary innovation or 

inventions. 

Responding the question “Is the main production process using local or imported raw materials?” 

our respondent shows that the company is using local raw materials. 
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5.6.3 A company acting on the Swedish pellets market 

Answering the question “What is the estimated market share of the company on the Swedish 

biofuels market?” the respondent indicates that the market share is between 1 and 5 %. 

Responding the question “What type of competition threats the company’s success?” our 

respondent shows that the major threats are import and low prices. The answer received at the 

question “What strategies is the company using to remove these threats?” reveals that the 

company is trying to remove the threats by keeping a very high quality of the products combined 

with smart logistics. Answering the question “Are there any barriers to entry the Swedish 

biofuels market?” our respondent shows that in the case of pellets there are no serious barriers to 

overcome except the access to the raw materials in some cases. The answers received at the 

questions “Is the company exporting products?” and “Is the company exporting technologies?” 

show that the company does export neither products nor technologies. According to the answer 

received at the question “Is the company expanding in Sweden?” is to conclude that the company 

is expanding its activity on the Swedish market but it is not expanding abroad according to the 

answer received at the question  “Is the company expanding outside Sweden?”. Answering the 

question “Is the production process based on proprietary innovations or inventions?” our 

respondent indicates that the production process is not based on proprietary innovation or 

inventions. 

Responding the question “Is the main production process using local or imported raw materials?” 

our respondent shows that the company is using local raw materials. 
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CHAPTER SIX 

 

MARKETING ON THE SWEDISH BIOFUEL MARKETS 

 

This chapter contains a competitive analysis of the main competitors acting on the studied 

Swedish biofuel markets followed by several examples illustrating the marketing mix on the 

Swedish biofuel markets using information collected by questionnaires and interviews from our 

respondents and ending with a comparison of the marketing mix strategies between companies 

operating on the Swedish biodiesel and respectively pellets markets. 

 

6.1 The competitive analysis of the main competitors 

Based on our research and on the answers received from our respondents, we believe that the 

most prevalent forces dictating the formulation of strategies on the Swedish biofuel markets are 

the rivalry among existing competitors and the threat of substitute products. The rivalry among 

existing competitors results in price discounts, introduction of new products and more awareness 

programs and the threat of substitute products lowers the attractiveness of the existing products 

and limits the price. We think that other forces are salient on the markets. 

Unfortunately, we were not able to get access to detailed facts and figures about the competitors 

on the biofuel markets, we would therefore base our analysis on estimations of the companies we 

feel that are the main competitors and therefore the analysis could not be very accurate. Besides, 

the situation is dynamically changing and the analysis below must be perceived rather just like 

an example and a snapshot in a particular period of time. 

Due to lack of access to the performance metrics that can be used for the analysis it will be 

difficult to make a perfect judgement even though we are focusing on Market-Based 

Performance Metrics. The following dimensions of competitiveness have been chosen to asses 

and compare: market share (%), relative price, relative product quality, relative service quality, 

sales or service force, advertising and promotion and the percentage of sales. Each dimension of 

competitiveness is assed on a three level scale basis: low, medium and high. 

Since the level of details included in a competitor analysis can vary considerably we would be 

using the table below to analyse and we would limit the competitive analysis to actors in 
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bioethanol, biodiesel and pellet because the Swedish biogas market is very geographically 

fragmented and almost impossible to analyze at the level of our study. 

The table below shows the quick snap of performances of the main competitors on the 

bioethanol, biodiesel and pellets markets: 

 

 Marke

t Share 

(%) 

Relative 

Price 

Relative 

Product 

Quality 

Relative 

Service 

Quality 

Sales or 

Service 

Force 

Advertisin

g and 

Promotion 

% of Sales 

Bioethanol        

SEKAB High Medium High High High Low High 

Agroethanol_A

B 

Low Medium High High High Low Low 

        

Biodiesel        

Lantmännen 

Ecobränsle_A

B 

High Medium High High High Low High 

        

Pellets        

Lantmännen 

Agroenergi AB 

High Medium High High High Low High 

Neova AB 

 

High Medium High High High Low High 

Derome 

Bioenergy AB 

Low Medium High Medium High Low Low 

 

Table 6.1  The competitive analysis of the main producers (biogas not included) 
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6.2 Examples illustrating the marketing on the Swedish biofuel markets 

In this section we will use three examples chosen among the received responses from our 

respondents to illustrate how different companies acting on different Swedish biofuel markets are 

dealing with marketing related problems. The first example is coming from a company acting on 

the Swedish biodiesel market; the second example is coming from a company acting on the 

Swedish biogas market and the third one from a company acting on the Swedish pellets market. 

 

6.2.1 A company acting on the Swedish biodiesel market 

Answering the question “How important are prices in the decision making process?” the 

respondent indicates that prices are important in company’s decision making process. 

Responding the question “Is the company offering discounts and / or rebates?” our respondent 

shows that the company is offering neither discounts nor rebates. The answer received at the 

question “Are any of your competitors considered to be the price leader on the company’s main 

product market?” reveals that none of the company’s competitors are the price leader on the 

market. Answering the question “What is the process for selling your product?” our respondent 

shows that the selling process is based mainly on direct personal sales. The answer received at 

the question “Is the main product homogenous?” shows that the company’s main product is 

homogenous and the company does not have any promotional activities according to the answer 

received at the question “Do you have any product promotional activities to increase your 

sales?”. 

 

6.2.2 A company acting on the Swedish biogas market  

Answering the question “How important are prices in the decision making process?” the 

respondent indicates that prices are very important in company’s decision making process. 

Responding the question “Is the company offering discounts and / or rebates?” our respondent 

shows that the company is offering neither discounts nor rebates. The answer received at the 

question “Are any of your competitors considered to be the price leader on the company’s main 

product market?” reveals that none of the company’s competitors are the price leader on the 

company’s market. Answering the question “What is the process for selling your product?” our 

respondent shows that the company is using indirect selling processes. The answer received at 

the question “Is the main product homogenous?” shows that the company’s main product is 
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homogenous and the company have promotional activities according to the answer received at 

the question “Do you have any product promotional activities to increase your sales?” based 

mainly on campaigns against pollution in collaboration with other companies and public 

authorities. 

 

6.2.3 A company acting on the Swedish pellets market  

Answering the question “How important are prices in the decision making process?” the 

respondent indicates that prices are very important in company’s decision making process. 

Responding the question “Is the company offering discounts and / or rebates?” our respondent 

shows that the company offers discounts and rebates. The answer received at the question “Are 

any of your competitors considered to be the price leader on the company’s main product 

market?” reveals that none of the company’s competitors are the price leader on the market. 

Answering the question “What is the process for selling your product?” our respondent shows 

that the selling process is based mainly on direct personal sales. The answer received at the 

question “Is the main product homogenous?” shows that the company’s main product is 

homogenous and the company have promotional activities according to the answer received at 

the question “Do you have any product promotional activities to increase your sales?”. 

 

6.3  A comparison of the marketing mix between companies operating on 

the Swedish biodiesel and respectively on the pellets markets 
 

The comparison of the marketing mix implemented by two Swedish companies acting on the 

Swedish biodiesel and respectively pellets markets has been made using primary data collect by 

questionnaires and secondary data sources and the marketing mix model presented in the 3
rd

 

chapter. Due to the nature of some questions in the questionnaires, some of our respondents 

expressed the wish to keep their companies’ names confidentially and we are going to use 

generic names like “Biodiesel” and “Pellets” in order to refer the two companies. The companies 

have been chosen on the basis of the estimated market share on the respective market in order to 

be comparable. The comparison has been made by evaluating and comparing each of the 

marketing mix components with the help of the appropriate questions included in the 

questionnaire. 

The result of the comparison is summarized in the following table: 
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Marketing 
Mix 

Question 
number Question Biodiesel Pellets 

Product 3 What is the company’s main product? Biodiesel 
RME Pellets 

 4 
What is the estimated market share 
of the company on the Swedish 
biofuels market? 

Under 1% Under 1% 

 12 Is the production process based on 
proprietary innovations or inventions? No No 

 18 Is the main product homogenous?  Yes Yes 

Price 14 How important are prices in the 
decision making process? Important Very 

important 

 15 
Is the company offering discounts 
and  
/ or rebates? 

No Yes 

 16 
Are any of your competitors 
considered to be the price leader in 
the company’s main product market?  

No No 

Place  8 Is the company exporting products? No No 

 17 What is the process for selling your  
product? 

Direct 
personal  
sales 

Direct 
personal 
sales 

Promotion 19 Do you have any product promotional 
activities to increase your sales? Yes Yes 

 

Table 6.2 Comparison of the marketing mix 

 

6.3.1 Product 

The both responding companies have a market share less than 1% on their markets and both of 

them are producing quite highly standardized products and this makes very difficult or almost 

impossible to create a product differentiation of the own product from other concurrent products 

on the market. 

Theoretically, some differentiation would be possible based on the quality of the products. In the 

same time, the companies are neither using some proprietary inventions nor innovations in the 

production processes. It is difficult to innovate due to the standardization of the products but in 

the same time, the companies could win some advantages by trying to improve production 

process and even to protect them by patents. 

In the same time, the responding companies are considering that the products are homogenous. 
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6.3.2 Price 

The prices are considered to be important in the decision making process by the respondent 

company operating on the biodiesel market and very important by the company operating on the 

pellets market. It is a sensible difference but it is very well in accordance with our earlier 

considerations regarding the competition on the biodiesel and, respectively pellets markets.  The 

importance of the prices in the decision making process in the case of the company acting on the 

biodiesel market is lower probably due to the relatively low number of companies delivering 

biodiesel on the Swedish  and consequently due to the lower competition which is accordance 

with our earlier conclusions. In the same time, taking in consideration the Product Life Cycle 

diagram for the biodiesel market, it ca be observed that the product is still in an early growth 

phase. 

Instead, prices are playing a much higher role in the decision making process in the case of the 

company operating in the pellets market. This is probably due to the growing number of pellet 

producers and certainly to the increasing rivalry and competition among existing companies on 

the Swedish pellets market as we showed in an earlier section. In the same time, the product is in 

a late growth phase in his Product Life Cycle that means higher level of competition on the 

market. In this case, the producers need to cut prices in order to increase sales but this will result 

probably in a lower profitability. 

The company acting on the Swedish pellets market is offering discounts and / or rebates. This is 

a clear measure to increase sales, fight competitors and struggle for an increased market share.  

The company operating on the Swedish biodiesel market is offering discount and / or rebates too 

but in this case the target is probably to increase market share rather that to increase sales. 

It can be seen that none of the company’s is competing directly against the price leader on the 

market. This is because both companies operate on a geographically limited market and this 

could be an advantage for the both companies, offering probably greater margins and minimizing 

marketing costs originating from a more intense competition with the price leaders on the 

market. On the other side, it is very probable that the strategic positioning of the companies are 

based at least for the moment on the local biofuel markets just because of the absence of the 

more harder competition against the price leaders. This is a main issue because a definition of the 

market scope is essential for a company’s marketing segmentation. 



 72 

The price of the biodiesel is comparatively higher than of the ordinary diesel. If price could be 

reasonable than other alternative then it could accelerate the growth of the market demand. The 

price of biodiesel should be sufficiently attractive compared to that of ordinary diesel. 

 

6.3.3 Place 

The both companies are operating mainly on the local level. We have already seen that this could 

be a major advantage because there is no direct competition with price leaders and in the same 

time helps marketing segmentation. 

The both companies are selling theirs products using direct personal sales only. This channel fits 

better with companies’ size and is not as expensive as an own sales force. In this way, the 

companies maintain also the responsibility for delivery to the final customers as well as for 

collection of the payments for the products sold and probably other value-added functions as 

well. 

In the same time, none of the companies are exporting products. This is because the companies 

do not have a large market share on the Swedish markets and is considering that they can still 

gain some market share. On the other side it is possible that the actual size of the companies does 

not fit with the much harder competition on the external markets or their products are not price 

competitive. 

 

6.3.4 Promotion 

It can be seen form the answers that the both companies are using promotional activities. Once 

again, targets and purposes might be different. The company operating on the Swedish pellets 

market is trying in the first hand to increase sales and consolidate his position on the market and 

the company operating on the Swedish biodiesel market is trying to increase market share on the 

first hand because this is important in an emerging market. The promotional activities results in 

increased sales in the both cases but the purposes are obviously different. 

The company acting on the Swedish pellets market is agreeing that the promotional activities 

could influence the customer buying decision. It seems that the price is one of the main 

competing tools on the Swedish pellets market. 
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CHAPTER SEVEN 

 

CONCLUSIONS 

 

This chapter is dedicated to conclusions covering all the aspects studied along the thesis and ends 

with some suggestions for further studies. 

 

Our aim with this paper is answer to the initial stated research questions. In order to better 

structure the entire work, the findings, answers to the research questions and related discussions 

have been grouped in a logical and rational manner in three chapters, the 4
th

, 5
th

, and the 6
th

. 

Consequently, trying to maintain consistency of the whole study, we are going to present the 

conclusions in a similar structure, as follows: 

- Swedish biofuel markets 

- Competition on the Swedish biofuel markets 

- Marketing strategies on the Swedish biofuel markets 

 

7.1 The Swedish biofuel markets 

There are many different available biofuel options on the Swedish market but we limited our 

study to the four most important at this moment: bioethanol, biodiesel, biogas and pellets. 

Totally, the bioenergy is an important part for whole Swedish energy sector and stands for about 

28% of Sweden’s energy demand. The percentage is continuously growing and the conditions on 

the markets are changing dynamically. 

Some of the Swedish biofuel markets emerged long time ago, for example pellets and more 

recently bioethanol, others are in an introductory phase, for example, the biodiesel market. As we 

saw in the 4
th

 chapter, the markets can be viewed from a life cycle perspective and this is 

important for the competitors because can be used as a starting point in order to define or adjust 

their strategy on the market. 

Using the primary and secondary sources of information, an extensive research has been made 

trying to identify the main actors on the Swedish biofuel markets, separately for each category of 

biofuel included in our study. 
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Bioethanol and pellets have a stable market in Sweden; both are more or less in the "Maturity" 

phase of the product life cycle whereas biodiesel is still between late “Introduction” and early 

“Growth” phase. It is very difficult to assess the biogas market because of lack of information 

and because it is more a local industry, mainly due to transportation problems but we believe that 

the biogas market is somewhere in an early “Growth” phase. 

The economic instruments are important mechanisms acting on the Swedish biofuel markets. 

They are used both by the local authorities and by the government. Some of the most important 

are energy taxes, tax exemption for biofuels, carbon differentiated vehicle tax, biofuel supply and 

green certificate. The economic instruments show that the Swedish government and authorities 

are deeply concerned about the energy politics, climate changes and oil dependence. 

As showed in the analysis of the collected data, it seems that the respondents are confident in the 

future of the Swedish biofuels markets. As consequences, more entries are to be expected in the 

near future, mainly in the biogas and biodiesel market as well as volume growth in all biofuel 

related markets in Sweden. 

 

7.2  Competition on the Swedish biofuel markets 

An analysis of the competition on the Swedish biofuel markets has been performed using the five 

competitive forces the theoretical model. First, every studied Swedish biofuel market has been 

analyzed separately and the results have been used to make a comparison of the competitive 

forces acting on the markets. The results of the analysis are presented also in a graphical form by 

diagrams using suggestive colors. Three levels of magnitude of the competitive forces have been 

defined in each case: low, medium, high. Of course, the comparison has been made in relative 

terms because a comparison in absolute terms and value it is not possible at this level. 

The rivalry among existing competitors has been found to be much higher on the Swedish pellets 

market in comparison with other markets. This is quite normal because the pellets market is 

maybe one of the oldest biofuel markets and is by far more developed. The degree of rivalry is 

situated on a medium level in the case of the bioethanol market and at a low level in case of the 

biodiesel and biogas markets. This is because the biodiesel market is only in an emerging phase 

and it is strongly related with the automotive industry and the biogas market is very 

geographically fragmented and an analysis should be made on a specific local level. 
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Threat of entry has been found to be lowest on the biodiesel market because it is still in an 

introductory phase and it is subject to fast technological advances as well as due to the problems 

related with the distribution system. The bioethanol, biogas and pellets markets are more 

favorable for new entries. But in order to succeed on these markets on a national level, a new 

entrant has to make massive investments in production facilities and to achieve economies of 

scale. Besides, an eventual new entrant has to use the same existing distributions channels due to 

the huge investments required if it decide to use an own. It is not possible to asses the threat of 

the entry on the biogas market but is to be expected some entries in the most attractive areas like 

large urban zones because of the models of biogas fueled cars emerging on the market. 

Analyzing the bargaining power of suppliers on the Swedish biofuel markets it showed that they 

can higher level on the bioethanol market because some of the raw materials are imported and 

the companies can be subject to price variations on a global market as well as to some 

concentration of the suppliers in some countries. The bargaining power of suppliers is also 

situated on a medium level in the case of the pellets market because an increasing market 

demand and in some extent due to the concentration of the suppliers in some favorable parts of 

the Sweden. Some scarcity in raw material might be expected in the future. The bargaining 

power of supplier is lower on the biogas market due to the local production but it can be 

expected to grow because of the growing market demand. It was showed that the bargaining 

power of the suppliers is on a low level in the case of the biodiesel markets. 

Regarding the bargaining power of buyers, the comparison shows that the buyers on the 

bioethanol market have a higher bargaining power mainly because they are buying in large 

volumes and because they acting like distributors in the same time. Some of the buyers are also 

importers and this higher the bargaining power. The buyers acting on the biogas market might 

have an increased bargaining power because almost all of the competitors need to sale products 

on a local level due to the transportation related problems. The bargaining power of buyers is on 

a low level in the case of the pellets market because the companies are trying to use more and 

more direct sales channels and because the customers are not concentrated. The bargaining 

power of buyers is also on a low level on the biodiesel market because the biodiesel may be sold 

locally directly to the final users using direct personal sales. 

Comparing the threat of the substitutes on the Swedish biofuel markets is to be concluded that it 

is on a high level on the biodiesel market because the possibility to direct substitute the biodiesel 
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with ordinary diesel. The level of the threat of the substitutes is on a medium level on the 

bioethanol and pellets markets and on low level on the biogas market. 

The following table shows a comprehensive image of the competitive forces acting on the 

studied Swedish biofuel markets obtained by summing up the above conclusions: 

 

 

Rivalry among  
existing 
competitors 

Threat of entry Bargaining 
power of 
suppliers 

Bargaining 
power 
of buyers 

Threat of 
substitutes 

Bioethanol MEDIUM MEDIUM MEDIUM HIGH MEDIUM 
Biodiesel LOW LOW LOW LOW HIGH 
Biogas LOW MEDIUM LOW MEDIUM LOW 
Pellets HIGH MEDIUM MEDIUM LOW MEDIUM 
 

Table 7.1  A comprehensive image of the competitive forces acting on the Swedish 

biofuel markets 

 

7.3 Marketing on the Swedish biofuel markets 

The competitive analysis has been performed on the basis of the main competitors identified 

during the study in fourth chapter and using the Market-Based Performance Metrics like 

instrument. It was not possible to make a perfect appraisal but an approximate one which can be 

used as a rough guide. The competitive analysis was not performed in case of the Swedish biogas 

market because the market is very geographically fragmented and it was not possible to identify 

some competitors on the national level. 

The results of the competitive analysis and the results from our survey show that the competitors 

acting on the Swedish biofuel markets need to focus on the following areas in order to be able to 

gain competitive advantage: advertisements and promotions, increasing theirs market share 

which is relatively low, increasing marketing activities and consequently sales percentage. 

Studying the distribution channels used by the competitors is to be concluded that biofuels pass 

from manufacturers to the final consumer in different ways, according to its nature and its 

applications. Bioethanol, biodiesel and biogas are generally distributed via distributors and 

agents whereas the pellets are using the same kind of distribution channels but an additional 

direct sale based distribution channel is used. As our survey reveals, more and more competitors 

are developing direct sales channels in order to cut additional costs and minimize the marketing 

expenses. The percentage of the direct personal sales rises at 60% among our respondents. 
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Two Swedish companies acting on two different biofuel markets have been chosen among our 

respondents for a marketing mix comparison. Because of the nature of some questions in the 

questionnaires we were asked to keep anonymous companies’ name. They are referred as 

“Biodiesel” and “Pellets” in our study. The marketing mix model presented in the 3
rd

 chapter has 

been used to perform the comparison and its components were analyzed for the both companies. 

Regarding the product, both companies are facing problems due to the very restricted 

possibilities for product diversification. Both products are standardized and regulated. Our 

respondents show that a quality based differentiation might be possible in some cases. According 

to our responding companies, prices are playing different roles on the two markets. Whereas on 

the biodiesel market they are considered to play an important role in the decision making 

process, on the pellets market they are considered to play a very important role. This is in 

completely accordance with our estimation regarding the rivalry of the existing competitors on 

different biofuel markets. Besides, discounts and promotions have different targets on the two 

markets. Whereas on the pellets market they are direct to increase sales, the respondent acting on 

the biodiesel market is using discounts and promotions rather to increase market share. 

The both companies are operating mainly on the local level and they are selling products mainly 

through direct personal sales channels. In the same time, none are exporting products. It is 

possible that theirs product are not price competitive on an external market or the companies still 

have some market share to gain in Sweden. 

 

7.5 Suggestions for further studies 

The Swedish biogas market is almost un-researched. We faced serious impediments to perform 

studies on this market mainly to its geographical fragmentation, but on the other side, we are sure 

that this would be an interesting subject and maybe some new and surprising conclusions will 

arise. 
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APPENDICES 

 

APPENDIX A   Questionnaire 

Section A 

 

Background Information: 

 

Company: ____________________________________________________ 

Address: ______________________________________________________ 

Contact: ______________________________________________________ 

Total product per year (choose an appropriate measure unit):_____________ 

Where is the main market located: _________________________________ 

% of product sold on main market: _________________________________ 

Secondary markets, if any: _______________________________________ 

Name of the main product: _______________________________________ 

Secondary products, if any: _______________________________________ 

Section B 

 

Questionnaire 

1. Since when is the company active in the bio-fuel production branch? 

 

A Under 1 year     

B 1-3 years     

C 3-5 years     

D 5-10 years     

E More than 10 years    
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2. Who are the ultimate consumers of the company’s products? 

 

A Industries     

B Home heating     

C Transportation     

D Other      

 

3. What is the company’s main product? 

 

A Liquid biofuels    

B Biogas      

C Pellets      

D Other      

 

4. What is the estimated market share of the company on the Swedish biofuels 

market? 

 

A Under 1%     

B 1-5 %      

C 5-10 %      

D 10-25%     

E 25-50%     

F Over 50%     
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5. What type of competition threats the company’s success? Describe in few 

words. 

 

 

 

 

 

 

 

 

 

6. What strategies used or is company using to remove these threats? Describe 

in few words. 

 

 

 

 

 

 

 

 

 

 

 

 

 



 86 

7. Are there any barriers to entry the Swedish biofuels market? Describe in 

few words. 

 

 

 

 

 

 

 

 

 

8. Is the company exporting products? 

 

A Yes    

B No    

 

9. Is the company exporting technologies? 

 

A Yes    

B No    

 

10. Is the company expanding in Sweden? 

 

A Yes    

B No    
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11. Is the company expanding outside Sweden? 

 

A Yes    

B No    

12. Is the production process based on proprietary innovations or inventions? 

 

A Yes    

B No    

 

13. Is the main production process using local or imported raw materials? 

 

A Local    

B Imported   

 

14. How important are prices in the decision making process? 

 

A Very important    

B Important     

C Less important     

D Not important at all    

 

15. Is the company offering discounts and / or rebates? 

 

A Yes   

B No   
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16. Are any of your competitors considered to be the price leader on the 

company’s main product market?  

 

A Yes   

B No   

 

If yes, can you name it? 

 

 

 

 

17. What is the process for selling your product? 

 

A Direct personal sales   

B Direct sales online   

C Indirect sale channels   

If two or more then how much percent in each: 

 

 

 

18. Is the main product homogenous?  

 

A Yes   

B No   
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19. Do you have any product promotional activities to increase your sales? 

 

 

A Yes   

B No   

 

 

20. What do you think about the future of the Swedish biofuels market over 

the next 10 years? 

A Brilliant   

B Very good   

C Good    

D Not very good   

E Not good at all   

 

21. Which is the cheapest right now?  

A Fossil fuels   

B Biofuels   

 

22. Which will be cheapest over 10 years? 

A Fossil fuels   

B Biofuels   

23. Are you interested to receive an electronic edition of our master thesis? If 

yes, please fill your email address here:  

 

Thank you! 
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APPENDIX B   List of Respondents 

 

AB Svenska Shell 

Bio Fuel Solution Sweden AB 

Boras Energi och Miljo AB 

Energilotsen Sverige AB 

Ecoil AB 

Ecopar AB 

Härjedalens Miljöbränsle AB 

Karlskoga Biofuel AB 

Lantmännen Energi AB 

Ligno Boost AB 

Naturbransle AB 

Perstorp AB 

Roslagens Biodieselcenter AB 

SEKAB AB 

Svensk Biodiesel AB 

Svenska Statoil AB 

Swedish Biofuels AB 

Vafabmiljö AB 

VärmlandsMetanol AB 

Östgötabriketten AB 

 

 

 

 

 

 


