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Green Transition Powers Renewable Fuel
Market to $2.0 Trillion by 2031

Net-zero goals and energy transition are
boosting demand for renewable fuels,
though cheap alternatives and oil price
volatility may limit growth.
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WILMINGTON, DE, UNITED STATES,
June 20, 2025 /EINPresswire.com/ --
According to a new report published by
Allied Market Research, titled,
“Renewable Fuel Market," The
renewable fuel market was valued at
$1.0 trillion in 2021, and is projected to
reach $2.0 trillion by 2031, growing at a
CAGR of 7.9% from 2022 to 2031.

Allied Analytics

The renewable fuel market is rapidly evolving as the world accelerates the shift away from fossil
fuels toward cleaner, sustainable energy sources. Renewable fuels—such as bioethanol,

biodiesel, renewable diesel, biomethane, and advanced
“ biofuels—are derived from biomass, including crops,
agricultural residues, and waste products. These fuels
significantly reduce greenhouse gas emissions and offer
compatibility with existing transportation and power
infrastructure, making them a practical pathway toward
decarbonization.

Renewable fuels are not just
an option—they are
essential for achieving
global net-zero goals and
transforming the future of
sustainable energy.”

Allied Market Research  Market growth is driven by environmental regulations,

sustainability commitments, and advances in production

technologies. Governments around the globe are implementing mandates, blending
requirements, and incentives to promote renewable fuel adoption in sectors like transportation,
aviation, and power generation. Additionally, improvements in feedstock processing, conversion
efficiency, and waste-to-fuel pathways are improving cost-competitiveness. With rising
investments in advanced biofuels and increasing corporate interest in green energy, the
renewable fuel market is becoming a critical part of global energy transition strategies.
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Market Dynamics

1. Surge in Demand for Low-Carbon Energy Solutions:

The growing emphasis on reducing carbon emissions is a major driver of the renewable fuel
market. As countries strive to meet international climate goals such as the Paris Agreement,
there is a shift toward cleaner alternatives to fossil fuels. Renewable fuels like biodiesel, ethanol,
and sustainable aviation fuel (SAF) offer immediate emission reductions and can be used with
existing engine and fuel infrastructure. This makes them an attractive short- and medium-term
solution for decarbonizing sectors like transport and power.

2. Supportive Government Policies and Incentives:

Favorable regulatory frameworks are playing a pivotal role in expanding the renewable fuel
market. Many governments have implemented renewable fuel standards, tax incentives, and
subsidies to encourage the production and use of renewable fuels. Programs like the U.S.
Renewable Fuel Standard (RFS), EU’'s Renewable Energy Directive (RED), and carbon credit
systems promote market adoption and support long-term investment in the sector. These
initiatives also boost R&D activities and feedstock diversification.

3. Advancements in Technology and Feedstock Utilization:

Technological innovation has significantly improved the efficiency and cost-effectiveness of
renewable fuel production. The development of second- and third-generation biofuels, which
utilize non-food biomass, agricultural residues, and algae, has broadened the feedstock base.
Additionally, new conversion methods such as hydroprocessing, gasification, and pyrolysis have
enhanced fuel quality and output. These advancements make renewable fuels more scalable
and competitive with traditional fossil fuels.

4. Rising Adoption in Aviation and Marine Sectors:

The aviation and marine sectors are increasingly adopting renewable fuels to reduce their
carbon footprints. Sustainable aviation fuel (SAF) and renewable marine fuels offer substantial
emission reductions and are being integrated into global supply chains. Airlines and shipping
companies are partnering with fuel producers to secure long-term renewable fuel supplies. With
international organizations such as ICAO and IMO setting carbon reduction targets, demand
from these sectors is expected to rise sharply.

5. Market Challenges and Supply Chain Constraints:

Despite the growth opportunities, the renewable fuel market faces several challenges. Limited
availability of sustainable and cost-effective feedstocks, high production costs, and
infrastructural constraints can hamper market expansion. In addition, fluctuations in crude oil
prices affect the competitiveness of renewable fuels. Addressing these issues will require
continuous innovation, investment in advanced feedstock supply chains, and supportive policy
adjustments to maintain market momentum.
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Segment Overview

The renewable fuel market forecast is segmented based on fuel type, feedstock, application, and
region. By fuel type, the market includes biodiesel, ethanol, renewable diesel, sustainable
aviation fuel (SAF), and others. Among these, ethanol and biodiesel hold a significant share due
to widespread use in transportation. Based on feedstock, the market is categorized into natural
sources such as sugarcane, corn, vegetable oils, waste oils, algae, and lignocellulosic biomass. By
application, the market spans across transportation, aviation, power generation, and heating.
Transportation remains the dominant segment, fueled by global mandates and blending
requirements. Regionally, the market is analyzed across North America, Europe, Asia-Pacific, and
LAMEA, with North America and Europe leading in policy-driven adoption and technological
advancements.

Regional Analysis

Regionally, the renewable fuel market is dominated by North America and Europe due to strong
policy support, established infrastructure, and significant investment in sustainable energy
initiatives. The U.S. Renewable Fuel Standard (RFS) and the EU Renewable Energy Directive (RED
I) are key drivers promoting biofuel blending and decarbonization in transport. In Asia-Pacific,
rapid industrialization and growing energy demand are encouraging adoption, especially in
countries like China and India, where government initiatives aim to reduce dependency on fossil
fuels. Latin America and Africa, though in nascent stages, are showing potential due to abundant
feedstock availability and rising interest in clean energy alternatives.

Competitive Analysis

The renewable fuel market is highly competitive, with key players focusing on strategic
collaborations, capacity expansions, and technological innovations to maintain market share.
Major companies such as Neste, Renewable Energy Group (a Chevron company), Valero Energy
Corporation, and Gevo are leading the space with large-scale production facilities and diversified
fuel portfolios, including biodiesel, renewable diesel, and sustainable aviation fuel (SAF). These
players are investing in advanced refining technologies and feedstock flexibility to enhance fuel
efficiency and reduce production costs, thereby strengthening their global footprint.

In addition, partnerships between fuel producers and automotive, aviation, and logistics sectors
are accelerating market penetration. For instance, collaborations between SAF producers and
major airlines aim to decarbonize air travel and meet emissions targets. Startups and emerging
firms are also entering the market with innovations in feedstock processing—such as algae-
based fuels and waste-to-energy systems—offering competition to established companies.
Government policies, tax incentives, and mandates for blending renewable fuels continue to
intensify competition, prompting firms to diversify and regionalize their supply chains for
resilience and cost-efficiency.

Key findings of the study
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*+ Rapid Growth in Demand: Rising environmental concerns and global push for decarbonization
are driving increased adoption of renewable fuels across transportation, aviation, and industrial
sectors.

« Sustainable Aviation Fuel (SAF) Surge: SAF is emerging as the fastest-growing segment due to
increasing regulatory pressure on airlines to reduce carbon emissions and strong commitments
from aviation leaders.

* Feedstock Diversification: The market is witnessing a shift toward second- and third-generation
feedstocks, including algae, waste oils, and agricultural residues, reducing dependency on
traditional crops.

+ Government Incentives Fuel Expansion: Policy support such as renewable fuel mandates, tax
credits, and carbon offset programs in regions like North America and Europe are accelerating
market development.

+ Technological Innovation is Key: Advancements in refining technologies and production
efficiency are enabling lower costs and improved performance of renewable fuels, strengthening
their market viability.
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