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1. Introduction
In the coming decades

the biofuels policies will be
more and more motivated
by political concerns aim-
ing to reduce the depend-
ence on oil, also to improve
the environment and in-
crease agricultural incomes.
This idea has made biofuels
politically popular and it
will lead to a sharp increase
in the global trade of biofu-
els and their raw materials. 

Despite government ef-
forts to encourage their use,
biofuels currently remain
expensive to produce, and
the demand remains low.
Mandatory biofuels blends,
used to promote biofuels,
make biofuels a comple-
ment to petroleum rather
than a significant substitute.
On the one hand biofuels
can offer answers to the
need of energy supply in the
developing countries, on
the other hand in the OECD
countries there is a wide-
spread opinion that a do-
mestic source of energy
harvested from domestic
crops could limit depend-
ence on foreign oil. For this
reason most OECD coun-
tries have developed poli-
cies of subsidisation and
protection for agriculture, that international trade negotiations
within the framework of the World Trade Organization (W-
TO) have unsuccessfully tried to discourage. 

At present, however, bio-
fuels are differently used in
the world; the bulk of bio-
fuels demand comes from
industrialized and newly
industrialized regions,
which do not have the do-
mestic capacity to meet na-
tional demand, while the
main feedstock suppliers
are the countries of East
Europe, Latin America,
sub-Saharan Africa and
East Asia. This results in a
mostly international trade,
involving movements of
large quantities of biofuels
and their feedstocks, with
significant economic, envi-
ronmental and social im-
pacts (De Gorter and Just,
2010)

As a consequence, the
implications associated
with the first generation
biofuels production and
trade raise several contro-
versial questions, the main
of which are related to the
“food versus fuel” debate,
the exploitation of areas
with high carbon stock, the
direct and indirect effects
in the developing coun-
tries, the link between fos-
sil fuels and biofuels
prices, the effects of the
support policies by gov-
ernments joined to the pro-

tectionist ones, the establishment of sustainability standards
and the certification schemes for biofuels. (ICTSD, 2008) 

The authors’ research aims to analyse the current status of
production and trade of the first generation biofuels, at
world and European level, and the main concerns about this
sector. In particular, in section 2 of this paper an analytical
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review of biofuels and feedstocks, related to their imports
and exports, is made. Section 3 analyses several economic,
social and environmental drawbacks about the first genera-
tion biofuels. A focus on the current EU regulation and sup-
port policies is investigated in section 4. Final remarks and
considerations are highlighted in section 5. 
2. The international biofuel production and trade
2.1. Worldwide biofuels market and trade

The biomass resource has many uses, such as food, feed,
fiber, bioenergy (e.g. bio-fuels) and its versatility results in a
large international trade in agricultural, industrial wood and
forest products, as well as solid and liquid biofuels.

However, the international trade in bio-energy is currently
rather limited, but a high rise in the use of bioenergy is ex-
pected in regions with limited production potentials, like in
the EU, where regulations mandate rising targets for this re-
newable energy use, above of all for biofuels.

It is well known that the productivity of biomass is higher
in the tropical and sub-tropical climates than in the temperate
regions where the demand for biomass is growing. 

Worldwide production of the first generation biofuel is rap-
idly increasing in the last years, and reached in 2008 over 65
Million tons (Mt), of which 52 Mt of bioethanol and 13.7 Mt
of biodiesel (see Table 1). 

A little bit more than 70% of the total biofuels production is
represented by bioethanol from Brazil and the USA. Most
biodiesel, on the contrary, is produced in the European Union
(about 56%), especially by Germany, France, Italy and Spain. At
worldwide level, as it is shown in Table 1, the leading biodiesel
producers are the EU 27, the USA, Argentina and Brazil.

As to consumption, the main countries are the USA (29 Mt)
and Brazil (14 Mt) for bioethanol, and the EU 27 and the
USA for biodiesel, with 9 Mt and 1.3 Mt, respectively. 

China is currently the forth larger producer and consumer
of bioethanol, as shown in table 1, and in the next future prob-
ably it will be much more leader in the biofuel trade. 

Among the main biofuels exporters and importers (Table
1), Brazil is the most important exporter of bioethanol pro-
duced from sugarcane. The final destinations of Brazilian
bioethanol are the EU and the USA. 

The exports of biodiesel come from the USA, followed by
the EU, Indonesia and Malaysia, and they are destined to
some of the European countries, like Italy. 

Data of Table 1 indicate that international trade is more con-
sistent for bioethanol than for biodiesel. This is true also for
the EU, where the imports are much higher than for biodiesel,
not so much in quantity but in volume: indeed the first are in
the range from 30% to over 40% of the EU consumption,
while the second are only about 15%. In the EU, the largest
quantity of bioethanol is imported from Brazil and the USA,
while the biodiesel is mainly imported from the USA, In-
donesia and Malaysia (ENERS, 2010) (UEPA, 2009).
2.2. Feedstocks use and trade

Concerning the raw materials it is necessary to underline
that the world trade is greater than that of biofuels. Table 2
shows the contribution of feedstocks to biofuels production
for main countries and worldwide: it emerges that the most
important agricultural feedstock, in quantitative terms, is the
Brazilian sugarcane, followed by the US cereals, especially
maize. In the European Union the main feedstocks are sugar
beet and vegetable oils. China uses grains (corn, cassava, rice,
etc.) to produce more than 80% of bioethanol.

The high concentration of feedstocks production has been
highlighted. In the biofuels market, for instance, Brazil ac-
counts almost for 100% of the sugarcane for bioethanol pro-
duction and the USA produce 90% of cereals used for the
same production. Whilst about 58% of vegetable oils for the
biodiesel production is produced by the EU. 

Sources: Authors’ elaboration on data (ENERS, 2010) (EurObserver,
2009) (OECD-FAO, 2008) (UEPA, 2009)

Table 1 - Bioethanol and biodiesel production, consumption and net
trade by main countries in 2008 (Mt).

Source: (Pfuderer et al., 2010).

Table 2 - World feedstocks use for bioethanol and biodiesel in 2008
per main countries (Mt).

The main products used for this production are palm oil,
soybean oil and rapeseed oil (Table 3). Soybean, or its oil,
and palm oil are imported from Malaysia, Indonesia and
Thailand. Within the European Union there is a trade of raw
materials, especially rapeseed and/or rapeseed oil (that are
cultivated in the EU), concerning some of the European
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biodiesel producers, like Italy that imports most of these
feedstocks. 

Related to the end-use of vegetable oils it is important to
underline that worldwide the main part of this quantity is
used for the food sector and only a small part (about 8 %)
is exploited for the biodiesel production. This percentage is
much higher for the EU, where it rises up to 36%. This is true
particularly for rapeseed and rapeseed oils, as the production
of biofuels has overcome the food use since 2006 and at pres-
ent it accounts for 60% of the total consumption (Table 4).

The “food versus fuel” debate regards the increase in food
prices, the competition for land and their direct and indirect
effects. 

Even though most people acknowledge that there is a link-
age between food prices and biofuel production, some organ-
izations, such as the European Biomass Association, state that
this link has often been overestimated, because the crop
prices have little influence on the final product price: wheat,
for example, represents less than 10% of the bread price
(Larsen et al., 2009).

Indeed the effect of the increase in food price is rather mod-
erate for people living in rich countries, both because food
represents only about 10-15% of the consumption and, as
mentioned, because the raw material is a relatively small part
of the actual food price. But for the poorest households, food
accounts for the major part of their consumptions (30-50% or
even more in very poor countries) and, as a consequence, di-
rectly affects their food security. In other words, the impact of
high food prices is more keenly felt by poor people. An ex-
ample is represented by the protest demonstration held in
North Africa at the beginning of 2011. 

In developing countries, people who experience the hardest
and the most direct impact live in the urban areas in poor
countries, because they have no means to produce food by
themselves, so they have to pay for food. 

Moreover, small farmers in those countries cannot compete
with large-scale, export-oriented, intensive productions man-
aged by the industry. Many of them are forced to abandon
farming and migrate to cities, increasing the significant frac-
tion of the world population already living in precarious con-
ditions in urban peripheries, extremely vulnerable to the ris-
ing of food prices, as said.

To make matters worse the increasing demand for agro fu-
els often induces small farmers to plant energy crops rather
than crops cultivated to meet family needs and/or supply lo-
cal markets.

In addition to a significant environmental, social and eco-
nomic damage, the intensification of agriculture and the

Source: (FAO, 2011) (Rosillo-Calle et al., 2009).

Table 3 - World production, consumption and trade of vegetable oils in
2008 (Mt).

Source: (Bauen et al., 2009).

Table 4 - Feedstock consumption levels for different types of biofuels.

Figure 1 - Share of EU bioethanol production by feedstock in 2008.

Source: (Ebio, 2010).

Regarding the cereals consumption level for biofuels the
share is 4.5% of the global production (Table 4), because most
cereals are used for human consumption or as animal feeds.

However, it should be noted that the rate of increase in cere-
al use for biofuels is far greater than that for food use. The FAO
estimates that out of 55 million tons increase in demand for ce-
reals globally in 2007, only 25 million tons are ascribed to food
and feed, so the greater increase went to biofuels (Howarth et
al., 2009)

Even if low rate of the total cereals end-use in EU (Table IV)
is bound to bioethanol production, Figure 1 shows a marked
preponderance of cereals, particularly wheat and maize, re-
spectively 28% e 27%, as feedstock for bioethanol production;
among other crops sugarbeet is usually used (28%). 

3. Economic, social and sustaimability draw-
backs about the international biofuel trade 
3.1. Food versus fuel implications

At present worldwide there is no well functioning market
for the first generation biofuels, due to several constraints that
influence the international trade. In this section the main ones
are analysed.



NEW MEDIT N. 3/2011

59

displacement of small farmers bring to a dramatic loss of
local crop varieties and of the related knowledge, radically
undermining the local agricultural sustainability. In the most
severe case, it causes the loss of land with high carbon stock,
like wetlands or continuously forested areas. The increased
demand for cheap biomass to supply the biofuel production
may lead to increases in deforestation: the oil-rich species,
such as palm oil, are particularly threatened.

Linked to this last concern is the issue related to the com-
petition for land. In fact, agricultural crops compete with each
other for productive resources. For example, a given land area
can be used to grow maize for ethanol or wheat for bread.
When the biofuel demand raises the prices of commodities
used as biofuel feedstock, this tends to bid up the prices of all
agricultural commodities that rely on the same resource base
(Vanwey, 2009). For this reason, producing biofuels from
non-food crops will not necessarily eliminate the competition
between food and fuel; if the same land and other resources
are needed for both food and biofuel feedstock crops, their
prices will rise together even if the feedstock crop cannot be
used for food. Another effect due to the competition for land
is the increase in prices in other sectors connected with agri-
culture: in order to produce the current amount of corn re-
quired in the United States, for example, farmers are growing
less soya and wheat, thus increasing their prices. As the grains
to feed poultry and livestock become more expensive, so do
meat, eggs and dairy.

In the “food versus fuel” debate, the subsidies are important
elements. Indeed, several countries have introduced policies
promoting the development of liquid biofuels. Much of the
government support is supply-side, but it increasingly focus-
es on the demand side. Governments further complement pro-
duction subsidies with mandates, setting targets that require
certain levels of renewable fuels (ICTSD, 2008) 

Different policy instruments and the related kinds of sup-
port applied to different stages have very different market im-
pacts. Generally, policies of support directly linked to levels
of production and consumption are considered as having the
most significant market-distorting effects, while supports to
research and development are likely to be the least distorting1.
Subsidies for research and development, indeed, can expand
the range of cost-effective and energy-efficient biofuels; they

also stimulate the entry of developing countries into a rising
international market. 

Even if the production, distribution and storage subsidies2

are extremely distorting, mandates more greatly affect incen-
tives across the country’s industries. By requiring a fixed min-
imum of renewable fuels, mandates essentially transfer risk
from biofuels industry to other industries. While this process
ensures the continued use of current biofuels, it inhibits risk-
taking and innovation in energy substitutes, and, in the medi-
um and long term, it could make stagnant the production of al-
ternative energy sources with higher demand and viability. 

Economically speaking, mandates can be considered as un-
desirable because they do not explicitly take into account the
costs of production. Under certain circumstances, these tools
can increase price volatility arising from the supply shocks in
agricultural markets; as mandates have to be irrespective of e-
conomic circumstances and prices, a part of total crop and bio-
fuels demand becomes unresponsive to crop and oil prices (P-
fuderer et al., 2010).

It is important to underline the increasingly strong link be-
tween energy and agricultural commodity prices resulting from
the growth in demand for biofuels. 

Steady high oil prices, in theory, can create a favourable mar-
ket for biofuels and greater biofuels use can balance oil market
and reduce prices markedly. However, it does not happen, be-
cause the biofuels use is only a small share of the world ener-
gy use in comparison with the oil market. As a consequence,
the biofuels sector has a short impact on the crude oil prices.
The contrary is true: the biofuels prices, as well as the agricul-
tural feedstocks prices, will tend to be driven by energy prices.
This is due to several reasons. First of all, energy is an impor-
tant input in the production chain of the biofuels, in particular
relating to agricultural phase. 

In fact fertilisers are derived from natural gas and pesticides
are particularly sensitive to energy prices, as well as fuel and
heating. These are important farm production costs. For in-
stance, in the case of wheat, maize and barley the related costs
of energy represent more than a half of all the operating costs3

which, in the short term, have more effect on the supply curve
for agricultural goods, than the total production costs (Pfuder-
er et al., 2010).

At the same time, however, agricultural prices can not in-
crease faster than energy prices or they themselves may leave
the market of energy, thus agricultural prices will tend to be
driven by energy prices, as said. If oil prices remain high, vul-
nerable people will be those in countries that have chronic food
shortages and import oil (FAO, 2008). So this risk is still high-
er for the low income countries that are, in most cases, net im-
porters of oil (in 2005 most of the 82 low income countries
with food deficit were also net oil importers).
3.2. Sustainability certifications 

The relationship between biofuels and sustainable develop-
ment is complex and differentiated. It would be really impor-
tant to establish sustainability standards and certification
schemes for biofuels, as demanded by many people. Neverthe-
less, there are several issues about this matter. 

1 In the USA federal and state governments have provided a vari-
ety of other special tax credits, incentives and direct subsidies to the
biofuel industry. Brazil offers various tax incentives to bioethanol pro-
duction. As regards biodiesel, a Social Fuel Seal has been introduced
taking into account the agro ecological potential for biodiesel feed-
stocks production and regional social inequalities. Through this, it is
possible to benefit from tax exemption on biodiesel produced ac-
cording to sustainable principles, as certified by the Social Fuel Seal.

2 It should be noted that fossil fuels also receive substantial direct
and indirect subsidies. UNEP estimates that worldwide subsidies for en-
ergy might amount to 300 billion dollars per year (Bringezu et al.,
2009).

3 The energy costs as proportion of total operating costs is very
high for wheat (60%), maize (56%), barley (54%), followed by rice
(45%) and more lower for soybean (29%) (Pfuderer et al., 2010).
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Due to the different uses of biomass (food, feed and fibre),
it is complicated to require compliance with sustainability crite-
ria for only one final use (biofuels). Moreover, a certification
scheme established on the basis of the final use of a crop might
be highly ineffective in securing sustainability concerns. Apply-
ing a double standard policy between biofuels and the other
mentioned uses is very likely to lead to indirect displacement ef-
fects. Only a certification scheme addressing biomass feedstock
production (cultivation) regardless of the final use would avoid
different impacts, either direct or indirect (Scarlat et al., 2011).

Other aspects to considerer about biofuels sustainability are
the indirect effects. Biomass is a part of large commodity mar-
kets with complex interactions within the markets. Therefore,
the main strategy to prevent indirect effects could consist in re-
vealing a link between local feedstock production and the
change in land use occurring elsewhere. Preventing indirect ef-
fects, in fact, requires a monitoring system focusing on the ef-
fects of biofuels at global level and based on indicators of the
economic, environmental and social performance, in relation
to other issues, such as increased food-feed demand due to
changes of the diet, rise prosperity in developing countries and
population growth. 

A number of certification initiatives would certainly lead to
a beneficial competition, resulting both in the improvement in
standards and the implementation of the verification tools.
However, the development of numerous certification schemes
could result in inconsistent certification schemes with loose
performance parameters. In all likelihood the proliferation of
standards, by creating more confusion, would lead to lower
confidence among various stakeholders and finally to reduce
acceptance among the customers. The lack of a uniform certi-
fication scheme, on the contrary, could increase costs and a
high administrative burden. In any case, the implementation
and the quality of the control of the certification schemes will
be a crucial issue in the years to come (Ruddy et al., 2009).
3.3. Logistical constraints

Further barriers to the international trade of biofuels are relat-
ed to logistical and economic points of view. There is a link be-
tween these two aspects. Notwithstanding most of bioenergy
feedstocks presents difficulties of transport and high relative
costs, this is less true for liquid biofuels, thanks to their relative-
ly high energy density (Childs and Bradley, 2007). Particularly,
the international trade by ship is feasible in terms of energy bal-
ance and transportation costs, although it can be affected by the
availability of suitable cargo boat and other problems. 

The local transport by truck is more expensive both for en-
ergy and economic reasons. This aspect, linked with the lack of
adequate infrastructures, conditions the production and trans-
port and the relative costs in developing countries.

In Latin America infrastructure remains a primary barrier to
biofuels development in the region. Many countries of this re-
gion continue to suffer from broken down and underdeveloped
infrastructure, despite favourable agricultural and political
conditions. This affects bioenergy sector competitiveness, due
to the risen transport costs that exceed tariffs and export costs

across the region. Waterways and ports, when available, could
be used and developed as essential links in the biofuels logis-
tic chain. 
4. Focus on the EU biofuels sector
4.1. The European Union regulation

The European regulations, about the use of renewable ener-
gy sources, incentive the use of biofuels as a feasible tool for
achieving the EU environmental policy on the transport sector
and for securing and diversifying the energy supply but, at the
same time, provide strict sustainability criteria for the world-
wide trade concerning biofuels and their feedstocks, particu-
larly the first generation ones (Paiano et al., 2010).

The Directive 2009/28/EC provides for the basic regulation
of the entire package of measures to increase the use of energy
from renewable sources, the energy savings and the energy ef-
ficiency. As enhancement of these measures the Directive
2009/29/EC and particularly the Directive 2009/30/EC, re-
garding the specification of fuels and their monitoring and re-
duction of the greenhouse gas emissions, have been enacted.

Notwithstanding the mandatory target of 10% provided by
the Directive 2009/28/EC is technically achievable by domes-
tic production, it should be likely that this target is met through
a mix of domestic and foreign production of biofuels and their
raw materials, in order to secure a long-term and sustainable
supply and demand of bioenergy (Ruddy and Zah, 2009).

For this purpose Member States may agree and make
arrangements for the statistical transfer on a specific amount of
energy from renewable sources from one Member State to an-
other Member State.

Without considering whether the agricultural feedstocks
were cultivated inside or outside the territory of the Communi-
ty, however, energy from biofuels and bioliquids shall fulfil the
sustainability criteria. Some of these criteria are the following:
a) the greenhouse gas emission savings from the use of biofu-
els and bioliquids shall be at least 35%. Savings shall be at
least 50% from 1 January 2017 and at least 60% from 1 Janu-
ary 2018 for the biofuels production started on or after 1 Janu-
ary 2017; b) biofuels and bioliquids shall not be made from
raw materials obtained from land with high biodiversity value,
and/or from land with high carbon stock. There is in fact a con-
cern that production of biofuels in some third countries might
not respect the lowest environmental or social requirements. It
is therefore important to develop multilateral and bilateral a-
greements, as well as voluntary international or national
schemes that deal with relevant environmental and social is-
sues, in order to carry out the production of biofuels worldwide
in a sustainable way. In the absence of mentioned agreements
or schemes, Member States should require economic operators
to report to these topics.

The economic operators shall submit reliable information
and make available to the Member State, on request, the da-
ta that were used to develop the information. Member S-
tates shall require economic operators to arrange for an ad-
equate standard of independent auditing of the information
submitted, and to provide evidence that this has been done.
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The auditing shall verify that the systems used by economic
operators are accurate, reliable and protected against fraud. It
shall evaluate the frequency and methodology of sampling
and the robustness of the data.

To meet these requirements, the Commission, from 2012 and
every two years, shall report to the European Parliament and the
Council on national measures taken to respect the sustainability
criteria. This is to comply with both the third countries and the
Member States that are a significant source of biofuels (or their
raw materials) consumed within the Community.

Moreover the Commission shall report on the influence of
increased demand for biofuel on social sustainability in the
Community and in third countries, and on the impact of Com-
munity biofuel policies on the availability of low prices for
foodstuffs, particularly in the developing countries. Reports
shall address the respect of the land use rights and they also
state whether the country, Member State or third country, has
ratified and put into practice the main Conventions of the In-
ternational Labour Organisation. 
4.2. Support Policies

In order to support the production and consumption of bio-
fuels, European countries, as in the rest of the world, usually
adopt a mix of various policy regulations and measures. These
measures affect various stages of the production and use of
bioenergy: for example, biomass production and/or conversion,
bioenergy distribution and final consumption. Some of the typ-
ical support measures adopted are direct subsidies per output of
biomass, mandatory rates for biofuels, guaranteed prices for bio-
fuels, reduction of distribution costs and excise tax exemptions
for biofuels (IEA, 2010). While tax exemptions represent a
means for stimulating the demand for biofuels, tariffs are used
to stimulate the domestic production and to protect domestic
biofuel industries (FAO, 2008). 
4.2.1. Import duties and trade policies

Member countries of the EU have also adopted a broad range
of tariffs and other border measures.

The EU, the USA and others have imposed import duties and
other restrictions on foreign bioethanol, biodiesel and their agri-
cultural inputs, but both the EU and the USA offer preferential
market access to developing countries by way of unilateral tar-
iff reductions that stimulate imports of certain agricultural com-
modities and biofuels. 

As regards to bioethanol imports, according to the European
Commission, 45% of the ethanol imported by the EU in 2005
was under the normal MFN (Most Favoured Nations) regime,
29% under reduced duty regimes and 26% of the imports had no
duties. (Walter et al., 2007)

Under the MFN regime the EU imposes a duty of € 0.192 per
litre on undenatured alcohol, while for denatured alcohol
(ethanol with additives) the duty is € 0.10 per litre; the standards
import tariff for MFN is equivalent to a 63% ad valorem tariff,
but several developing countries have preferential access (Oost-
erveer and Mol, 2010).

The EU imports from Brazil, that are about 25% of the total
EU bioethanol imports, are under MFN rules; but new rules are
expected within the Mercosur-EU agreement whose negotia-
tions are still ongoing (Vos et al., 2010).

Reduced duty and duty-free regimes correspond to preferen-
tial trade arrangements between the EU and developing and less
developing countries. 

Many countries of Africa, South and Central America and A-
sia are included in these preferential trade arrangements that aim
at drug diversion, sustainable development and good gover-
nance. About ethanol, the EU has much more preferential trade
regimes than the USA.

Currently, in fact, bioethanol enters the EU duty-free under
the Everything But Arms initiative (EBA) for Least Developed
Countries and the Cotonou Agreement with African, Caribbean
and Pacific (ACP) countries. 

The United States charge a 2.5% ad valorem tariff plus an ad-
ditional € 0.096 per litre “secondary” duty on ethanol intended
to be used as a fuel. The exemption to the import duties of addi-
tional charge of ethanol is applied to the least developed coun-
tries according to the GSP (Generalized Systems of Preferences)
status, to the Caribbean and Central America countries (CBI a-
greement), ATPA (Andean Trade Preference Act) countries,
Canada, Israel and Mexico (Doornbosch and Steenblik, 2007)
(Walter et al., 2007).

Brazil is currently the largest ethanol exporter to the EU and
the USA, under MFN rules, as above mentioned, but bioethanol
enters the USA duty free via the Caribbean Basin Initiative
(CBI). Brazil, whose imports are much lower than exports, ap-
plies an official import tariff of 20% ad valorem on both unde-
natured and denatured ethanol4, in order to open up the interna-
tional biofuels trade (Worldwatch Institute, 2007).
Biodiesel European imports are also taxed at varying rates

due, in part, to the different feedstock used. It is subject to much
lower import tariffs than ethanol; these tariffs range from 0% in
Switzerland to 6.5% in the EU. In addition, these conditions ap-
ply only to the import of the biodiesel itself (as FAME, Fatty
Acid Methyl Ester), not to the import of raw materials such as
tallow or used cooking oil. The oilseeds global trade, particular-
ly soybeans, is relatively unrestricted by tariffs and other border
measures; however, oilseed meals, and particularly vegetable
oils, have higher tariffs (Worldwatch Institute, 2007).

The European biodiesel market, as said, is protected by a rel-
atively low ad valorem import tariff of 6.5% (Doornbosch and
Steenblik, 2007). For vegetable oils destined to technical or in-
dustrial uses the rate is even lower (3.2 to 5.1%).

To let up on rapeseed oil production, European biodiesel pro-
ducers have started to get feedstock from foreign sources. So,
oilseeds such as soybeans enter duty free and duties on palm oil
from the main exporters (Indonesia and Malaysia) are low, rang-
ing from 0 to 3.1% (Oosterveer and Mol, 2010).

In July 2009 (The Council of the European Union, 2009 x, y)
antidumping and countervailing duties were imposed on the
imports of biodiesel from the United States of America. This
measure has been stimulated by the complaint lodged by the
European Biodiesel Board and after an investigation by the4 This tariff has been temporarily waived since 2006.
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European Commission Services. Then, since late 2006, the Eu-
ropean Commission has established that the European market
has been severely affected by the imports of highly subsidised
biodiesel from the USA. In this country each gallon of
biodiesel blended with mineral diesel is subsidised by € 0.72,
therefore a US biodiesel producer can receive up to € 216 per
ton5. This is worth for any blend, without limitations in terms
of biodiesel content, as a “B99.9”, that is blend of biodiesel for
99.9% and only 0.1 % of fossil diesel. This benefit is not lim-
ited to biodiesel domestic consumption, but it is also extended
to its exports. 

As a consequence it is expected that it will largely reduce the
amount of EU biodiesel imports from the United States.

While EU biodiesel producers will benefit from the decrease
in the US exports, other countries exporting biodiesel, such as
Argentina, Indonesia, Malaysia and Canada, are also expected
to benefit from this situation (Flach et al., 2009).

In the USA trade barriers for biodiesel do not exist, but
groups of interest (the American Soybean Association, for ex-
ample) are pressing Congress to impose a tariff. 

As regards Brazil, in 2004 the National Biodiesel Production
Program, similar to its ProAlcohol program for ethanol, has
been launched. As a starter on the biodiesel market, Brazil ap-
plies an import tariff of 14%, much higher than the USA and
the EU. 

Another relevant difficulty affecting the biofuel trade con-
cerns their classification.

The identification and the trade classification of a product is
very important to determine the tariff level and eventual sub-
sides could be applied. The current classification of biofuels is
unclear and not aligned with the consumer market, because
there are too many international trading rules applied to differ-
ent stakeholders involved in the biofuels sector. 

Before 2005, biodiesel and bioethanol have been traded as a-
gricultural products. In 2005 the World Customs Organization
decided to consider biodiesel as an industrial product, putting it
in the Section VI on “products of chemical and allied industries”
(HS 382490). Bioethanol was and is still traded as an agricul-
tural good, under HS 2207 in Chapter 22 on “beverages, spirits
and vinegar”. Only fuel ethanol, being pre-blended with petrol,
is classified separately under heading 3824 and charged a nor-
mal customs duty of around 6 percent. This different classifica-
tion has relevant implications about the WTO rules on tariff
rates and subsidies can be applied to these biofuels, with a more
favourable deal for biodiesel (ICTSD, 2008) (IPC and REIL,
2006).
4.2.2. Tax exemptions and support measures

In addition to providing border protection, several countries
have adopted other policy regulations and measures to support
the biofuels production and use. The production of biofuels in
the EU is also heavily subsidised. 

Among the measures adopted to stimulate and promote the
use of biofuels a EU Directive regarding Tax Relief applying
to Biofuels (2003/96/EC) was issued in 2003, permitting all
member countries to grant excise tax exemptions as biofuel
production becomes more widespread within Europe. 

Today, most of the EU Member States have introduced ex-
emptions at various levels up to 100% for biofuels produced or
blended within European countries. 

Italy currently provides tax exemptions for an annual quota
of about 200,000 tonnes of biodiesel during the period 2005-
2010, as well as reduced excise duties on bioethanol and relat-
ed bio-derived additives. 

Germany is one of the few countries with excise tax privi-
leges provided to the 2nd generation biofuels, under the Biofu-
els Quota Act, 2006 (Sims et al., 2008),

Germany and Italy have also incorporated a measure that al-
lowed adjustments to be made in the case of over-compensation.

It should be underlined that the support measures were not
always effective in all EU Member States. In several EU coun-
tries, like Italy, the short measures assumed to incentive the
biofuel market, in spite of the EU directives that rise the bio-
fuel targets consumption, have led to an overcapacity of the
biofuels plant production and then to higher fixed costs, with
negative consequences on the profitability. This ends up to af-
fect the entire EU sector6 and it can be a restraint to the devel-
opment of biofuels sector.
5. Final remarks and considerations

This paper reports on the state of the international and Euro-
pean current trade of biofuels of the first generation. An analy-
sis about the main constraints affecting this sector, with a focus
on the EU sector, has also been made. 

As regards the problem of the rise in prices due to the com-
petition for land between the crops grown for bioenergy and
those grown for food, farmers could also rotate food and ener-
gy crops, but their choice is highly dependent on relative prices
fetched on the market. Thus, under the current situation, food
production is alternative to biofuel production. In the future, a
well designed modern biofuel system may stimulate local food
production (for example, if leguminous nitrogen fixing crops
for biofuels are rotated with cereals, the overall productivity of
the system could be enhanced) (AA. VV., 2006).

In any case, increase in farm productivity and extension of
production on marginal land, will be fundamental in prevent-
ing long-term increases in food prices, together with the nega-
tive environmental effects associated to the change in land use. 

Concerning the support policies used in many countries to
promote the biofuel sector, it is important that the subsidies are
applied in a way that does not distort trade, harm the environ-
ment or disadvantage developing countries. Otherwise the de-
velopment and the benefits of energy diversification could be
significantly enhanced if biofuel trade were liberalized. In fact,
such trade is currently limited because of the protectionist poli-
cies of domestic producers. Liberalization would allow the
most efficient producers to expand operations beyond their
borders and it would also promote more efficiency and con-

5 The exchange rate is 1$ = 0.72 ⇔ at 02.02.2011
6 The gap between the productive capacity of the EU plants of

biodiesel (16 Mt) and the relative production (7.7 Mt) is very high,
about twice. 
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tribute to lower price, allowing a greater diversification world-
wide (Nylund et al., 2008).

It is necessary also to underline that a system based on a well
identified standard, both for biodiesel and bioethanol, must be
created worldwide. Hence, the alignment of the current regula-
tion about these trading issues is a fundamental task for the
governments involved, assuming that the trade of biofuels or
their feedstocks will probably be increasing in the next period. 

This is particularly important for those European Member S-
tates, like Italy, whose imports are not a contingent condition,
but a structural one, owing to their agricultural features and
land availability. The first matter is connected to the yield of
some feedstocks suitable for biofuels production (as palm or
sugarcane) that is much higher in the tropical countries than in
the European ones; the second matter regards the land area to
cultivate the biofuel crops, that is rather limited in the EU, part-
ly due to the strong competition with food crop chain. On the
other hand it is important to underline that a global competition
for arable land already exists globally for agro-food produc-
tion: it is known that several countries, like China, have made
trade agreements to cultivate some crops on foreign territories,
such as those in Africa, to satisfy their own domestic needs. 

Therefore, it could be necessary to decouple the future pro-
duction of biofuels from the land competition and try to rely
more and more on residual materials (Paiano et al., 2011). 

Moreover, it should be important to lay stress on the studies
and analysis of the assessment of the environmental, social and
economic impacts of the entire life cycle of biofuels (the first
generation as well as the next ones), including the internation-
al transport, in order to avoid that perspectives of business deal
could affect the real sustainability of this sector. About these is-
sues, adequate certifications, the adoption and respect of qual-
ity norms and sustainability criteria, that are currently adopted
only in some countries (e.g. the latest EU Directives), must be
well established.

But, the additional measures to ensure sustainability of bio-
fuels and/or bioenergy certification could determine other non-
tariff drawbacks for developing countries, whose production
costs of feedstocks, currently low, could be increasing, due to
the necessity to conform their productions to the mentioned
sustainability criteria and quality certifications. Moreover, the
complexity of these approaches bears the risk that small pro-
ducers in developing countries will be locked out and the mar-
ket for sustainable biofuels will be dominated by international
investors and large–scale plantations.

These considerations about some of the different and numer-
ous concerns about this international trade show how impor-
tant can be the role of WTO for making its rules more clear in
a way that both developed and developing countries can create
a suitable biofuels sector to reach a greater economic growth. 

Furthermore it should be underlined that the global biofuel
trade described in this note will be changed in the future by the
role of the emerging countries, like China, India and some
Southeast Asian nations, that are rapidly expanding their bio-
fuel production and use, because of the concerns about oil, par-
ticularly about its security of supply and high costs. This issue,

joint to the high economic growth rates of these countries in re-
cent years (above all the Chinese one), as well as the mandato-
ry targets of biofuels that have been provided (China 15% by
2020, India 20% by 2012) (Thurmond, 2011), boosts an inter-
national approach and a further global monitoring of the trade
of the first generation biofuels. 
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