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Power politics over ICE ban — Will
OEMs get their way?
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A coalition of EU countries is seeking to oppose
the effective ban on the sale of new ICE light
vehicles by 2035

In October 2022, EU lawmakers agreed on a new carbon
dioxide (CO2) fleet regulation for passenger cars and
light commercial vehicles, adopting the target of zero
CO2 emissions by 2035. As CO2 emissions are measured
exclusively at the tailpipe, this decision is effectively a
ban on vehicles with internal combustion engines (ICEs).

Although a final rubber-stamp vote by EU member states was scheduled for earlier this March, a
coalition of EU countries (led by Germany) is now looking to oppose the ban, effectively postponing
the vote. They want an exception to the legislative rule that would allow vehicles to run on e-fuels
(or synthetically developed alternatives to fossil fuels). The coalition, which includes Germany; Italy,

Czechia, Poland, Romania, Hungary and Slovakia, is concerned about the impact of such a ban on
consumer choice, and the purchase price of new battery-electric vehicles (BEVs) for lower-income
buyers.

According to the eFuel Alliance, a Berlin-based industry lobby group, if renewable fuels are not
considered in the CO2 emission standards, the electric drivetrain will be the only option for OEMs
and consumers alike. They say this would be a risky strategy for reaching the EU climate targets,
and a one-sided policy for satisfying customers’ needs. The Alliance, which membership includes
tier-1 suppliers ZF, Bosch and Mahle, and oil giants Repsol and ExxonMobil, states, “With eFuels,
passenger cars with combustion engines could continue to be operated in a climate-neutral way and
thus contribute directly to the defossilization of the existing fleet — a contribution needed to
achieve climate neutrality.”

Germany and Italy’s opposition to the proposed ICE ban comes from a different perspective to that
of other countries. The German government is advocating for Porsche, which has already committed
significant research and development (R&D) resources to e-fuels and the Italian government is
effectively lobbying for Ferrari, while Lamborghini would also no doubt benefit from an exemption.
Although all three OEMs are committing to electrification to a greater or lesser degree, high-
performance ICE powertrains are part of their core DNA and appeal. These OEMs are keen to retain
the possibility that at least a portion of their model range can still use synthetically fueled
ICEs. Porsche and Audi are keen to retain an element of their range to have the ability to use e-fuels
for combustion engines as they believe that there will be a strong market for such cars, especially
with the latter’s F1 program using a hybrid-electric drivetrain with the ICE element powered by e-
fuel.

The central European countries are concerned about the cost of public charging infrastructure and
the affordability of BEVs if there is no low-cost ICE alternative available to consumers.

Despite its promise, e-fuels are not yet produced at scale. Porsche is looking to change that by
backing the world’s first commercial plant in Chile, which opened in 2021. This facility, owned by
Highly Innovative Fuels, is aiming to produce 550 million liters annually by the end of this decade.
During an official opening ceremony in December 2022, Michael Steiner, member of the executive
board for Development and Research at Porsche, said, “The potential of e-fuels is huge. There are
currently more than 1.3 billion vehicles with combustion engines worldwide. Many of these will be on
the roads for decades to come, and e-fuels offer the owners of existing cars a nearly carbon-neutral
alternative.”
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Holding up the EU’s plan for all light vehicles sold in the trade bloc to have zero CO2 emissions by
2035 has implications for the region’s oil demand. E-fuel production is based on the extraction
of hydrogen. This happens using an electrolysis process that breaks down water (for example,
seawater from desalination plants) into its components of hydrogen and oxygen. For this process
and further production steps, electricity is required. The resulting e-fuels can be blended with
conventional fuels and used as drop-in alternatives in existing ICEs. Therefore, they are attractive to
OEMs and oil producers with billions of dollars invested in retail fuel networks.

On the flip side, driving e-fuel-powered cars require up to five times more renewable energy than
driving a BEV, according to a study in 2022 by the EU-based environmental advocacy group,
Transport & Environment. With far higher production costs than conventional fuels and renewable
power, it warned the EU was at risk of making an “untenable tactical blunder” by allowing e-fuels in
its CO2 car standards “by misallocating green elections.”

E-fuel detractors also say e-fuels will divert significant green investment flows away from more
efficient electric cars, delaying the electrification of road transport where it is needed most.

Indeed, European Commission vice president Frans Timmermans decried the use of e-fuels in cars in
February 2023. Acknowledging that e-kerosene could play a role in the aviation sector, he said, "We
should not use them for road transport in any way or form."

Meanwhile, Volvo Cars CEO Jim Rowan has condemned the move by the coalition. In a LinkedIn post,
Rowan remarked that it is a “deeply worrying and disappointing development” to see these
countries trying to derail the process. He said, “Now is not the time to put domestic political
interests ahead of the health and welfare of our planet and EU citizens, and indeed of future
generations. Now is the time for strong, decisive and progressive policy and leadership.” Volvo,
which is heavily investing in becoming a BEV-only business by 2030, announced its plans last year to
end its membership of the lobby group European Automobile Manufacturers' Association
(Association des Constructeurs Européens d'Automobiles: ACEA) at the end of 2022 over differences
of opinion on the path to take regarding the tightening of new light-vehicle fleet CO2 emissions
regulations for the EU.

Whether or not the coalition can win the political battle to get the text of the legislation changed
remains to be seen. However, we should not have to wait long to learn how this spat will be resolved.
The European Commission is said to be planning to open the door to carbon-neutral e-fuels as part
of a draft proposal designed to address the growing split over light vehicle CO2 targets in the EU.
Reuters, which has seen a copy on March 21, 2023, reported that the European Commission has
suggested creating a new type of vehicle category for cars that only run on such fuels. It added that
these vehicles would have technology to prevent them from using non-carbon-neutral fuels,
including a "fueling inducement system" to stop a vehicle from starting. This story will run and run.

Comment:

Michael Southcott, associate manager of Automotive Propulsion Component Research, Supply Chain
& Technology, said, “The use of e-fuels is certainly one potential route toward zero-emission

vehicles and certainly, if developed, provides an alternative where the EV grid rollout is not so
straightforward. Right now, though, there are a raft of challenges and questions, particularly around

the cost of developing such fuels and the well-to-wheels (WtW) efficiency of these fuels. Another
important question is whether any fuel developed will be able to run on existing (or more likely next-
generation) engine platforms. If the fuel requires a whole new engine platform or a major upgrade,
then the added-on cost there will be questioned by OEMs when they are full-steam ahead into the
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world of battery-electric vehicles.”
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