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Focus 

• The EU’s attempt to reduce greenhouse gas 
(GHG) emissions from transport fuels through: 

– The biofuel provisions of the EU’s Renewable 
Energy Directive (RED) 

– The Fuel Quality Directive (FQD) 

– The European Commission’s proposals of 17 
October 2012 in COM(2012)595 



Outcome 

• We propose a modest change to the RED, 
which should improve its economic 
effectiveness in reducing GHG emissions, and 
its compatibility with WTO provisions 

– It won’t make a bad policy good; simply less bad! 

• We do not explore the economic efficiency of 
other strategies to reduce GHG emissions, 
either within or without the RED   



Outline 

• Introductory comments 

• Different approaches to reducing GHG 
emissions in the RED and the FQD 

• A potential problem in the WTO 

• A modest policy proposal to improve the 
economic performance of the RED and its 
international acceptability 



An Aside: Directives and the WTO 

• Both the RED and the FQD are EU Directives 

– They have to be translated into national laws by 
the Member States 

– Thus it is national laws that directly impinge on 
economic operators and are in potential conflict 
with the EU’s commitments in the WTO 

• See Argentina’s complaint about Spanish 
provisions on biodiesel    



RED and FQD: different objectives (1) 

• RED: By 2020 Member States must ensure 
that 10% of the energy content of transport 
fuels comes from renewable resources 

• FQD: By 2020 Member States must ensure a 
6% reduction in GHG emissions from transport 
fuels 

• If biofuels are used, they must comply with a 
number of sustainability criteria, including 
achieving a minimum level of GHG savings   



Minimum lifecycle GHG emission 
savings: 35% rising to 60% 

Plants operating from: 
 

January 2008 January 2017 

Until December 2016 35% NA 

2017 50% 50% 
From January 2018 50% 60% 

Excludes provisions for plants already in operation on 23 January 2008 



Proposed Minimum lifecycle GHG 
emission savings: 60% for plants 

starting operations after 1 July 2014 

Plants operating from: January 2008 January 2017 
July 2014 

Until December 2016 
2017 

35% 60% 

2017 50% 50% 
From January 2018 50% 60% 



A Digression: Indirect Land-Use 
Change (ILUC) 

• Currently excluded from the calculation 

• Proposal to include an ILUC-factor in the 
reporting requirements 

• Proposed 5% cap on food-derived biofuels in 
the RED 

• No support after 2020? 



RED and FQD: different objectives (2) 

• RED rewards the inclusion of compliant 
biofuels whatever their GHG emission 
reductions (≥35/60%) 

• By contrast FQD rewards GHG emission 
reductions, and thus encourages the use of 
biofuels with higher reductions 



RED & FQD criteria (using only biofuels) 

• RED (10% of energy supplied): 1.05 litres of a 
0.145/0.855 ethanol/petrol mix to replace 1 
litre of petrol 

• FQD (6% reduction in GHG emissions): this 
RED compliant mix has to show a 60% 
reduction 

• Given the ‘blend wall’ and the FQD, the FQD 
will tend to be the binding constraint, forcing 
the use of biofuels with higher GHG savings 



35/60% and the WTO 

• A number of RED & FQD provisions could be 
problematic in the WTO 

• In particular, the ‘cliff-edge’ rule (35/60%) is 
likely to infringe the WTO’s national treatment 
provisions (GATT Article III), and will not be 
easy to defend under GATT Article XX 

– How can it be said that a biofuel showing an 
emissions saving of 59.9% is not ‘like’ a compliant 
biofuel? 



A Proposal (1) 

• Change the  criteria in the RED to reward GHG 
emission reductions, rather than the inclusion 
of compliant biofuels, reflecting the provisions 
of the FQD (an idea already advanced in 2007) 

• Linking the benefit to the policy objective 
(emission reductions) would be: 
– More economically rational 

– More politically acceptable 

– And more defensible in the WTO  



A Proposal (2) 

• Furthermore, trade tensions in the WTO 
would be lessened as there would not be the 
same commercial pressure to import biofuels 
with low GHG emission savings 

• This could allow a relaxation of the cliff-edge, 
to a nominal value of 10 or 20% 
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