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Recent disruptions in global biofuel markets, particularly China’s withdrawal from the U.S. used cooking oil (UCO) import
market in 2025, have reshaped international supply chains and created a critical feedstock deficit in the United States. Applying
an energy security framework and international trade policy analysis, this paper examines the feasibility of importing UCO from
Latin America to offset the feedstock deficit left by China’s 2025 market exit. This study employs a targeted literature review,
through searches of Google Scholar and relevant data portals (i.e. USDA Foreign Agricultural Services (FAS) and U.S. Energy
Information Administration portals) and comparative case study policy analysis using data from the U.S. EIA, USDA FAS, and
peer-reviewed journals were used to track diesel price trends from 2020 to 2025 and evaluate the biofuel policy frameworks
of four Latin American countries. A Country Readiness Scorecard assigned composite scores on a scale from 0–100 across
four dimensions—Collection, Policy, Infrastructure, and Export Readiness—using structured comparative analysis from USDA
Biofuels Annual reports. A structured trade model was developed to support cross-country comparison and directional policy
projection. The findings point out that Brazil demonstrates the strongest export readiness, supported by its RenovaBio program.
Mexico holds a unique advantage through its inclusion in the U.S. 45Z tax credit, an incentive system that promotes domestic
biodiesel production and consumption. Argentina and Colombia lag significantly due to absent UCO-specific incentives and
infrastructure. Policy-based frictions, including tariffs and compliance barriers, are identified as the primary constraints on
trade, not resource availability. In conclusion, policy reforms, expanding the 45Z tax credit to all Latin American UCO suppliers
and investing in joint collection infrastructure, could close the U.S. feedstock deficit and reduce diesel prices by $0.12–$0.53
per gallon across up to six scenarios. These values are directional projections, not validated forecasts. Latin America holds
substantial UCO potential; what is lacking is the regulatory and financial architecture to mobilize it.
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Introduction

With more than three million certified semi trucks carrying do-
mestic goods across the United States, large diesel-run freight
transporters have long been the cornerstone of the industrial
economy1. As a result, diesel prices have directly influenced
the cost of hauling goods: as fuel prices rise, transporta-
tion costs increase, placing pressure on both producers and
consumers. By 2022, diesel prices reached $5.81 per gal-
lon—nearly $3 higher than the previous year—representing
one of the most significant fuel price shocks in recent history2.
Further increasing costs, the ongoing Iran conflict has inflated
diesel prices to new heights, highlighting the necessity for
price controls. Analyzing the current state of the global UCO
market highlights the importance of policy effects in lowering
diesel prices, minimizing transportation costs, and combating
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inflation through controlling the cost of fuel.

Figure. 1 Average U.S. Retail Diesel Fuel Prices Per Year
(2020–2025)

Note. Source: U.S. EIA Weekly No. 2 Diesel Retail Prices.
Annual averages calculated as arithmetic mean of all weekly

observations per calendar year.
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Figure 1 shows the volatility of U.S. diesel prices between
2020 and 2025, with the annual average peaking at $5.00 in
2022 before declining to $3.46 in 2024—coinciding with an
expansion of UCO imports. To combat the rising cost of
diesel production in 2022, driven by the Biden Administra-
tion’s Inflation Reduction Act, the United States went from
a net exporter of used cooking oil (UCO) to a net importer
of UCO—a key ingredient in biodiesel and diesel fuels as
well—from China. As a result, the price of diesel decreased
to $3.46 per gallon by December of 2024. Joao Morciani,
a Fastmarkets Agriculture and Biodiesel Analyst, found that
the 2025 U.S demand for UCO surged to 5.7 million met-
ric tons, and domestic production remains 3.3 million metric
tons3. Coincidentally, the United States saw the greatest im-
portation of UCO throughout 2024. Joshua Demoss, a USDA
reporter, remarked that “the United States was the top export
market for China’s UCO at 1.27 million metric tons (MMT),
up approximately 52 percent from 2023 and accounting for
approximately 43 percent of China’s total UCO exports”4.

With a reliable and abundant source of biodiesel supply,
a substance used in the production of diesel fuel, prices
seemed to level off. However, the United States’ depen-
dence on China’s UCOs was tested. In early 2025, the Trump
Administration imposed a 125% general tariff on Chinese
goods—including UCO5. Furthermore, stricter regulations on
UCO production within the Chinese government made the im-
portation of UCO unviable for the U.S. economy4. With un-
certainty growing in the UCO market, UCO/biofuel imports
from China have sharply declined, in turn showing a gradual
increase in diesel prices once more. As a result, transporta-
tion costs have risen, coinciding with a gradual increase in the
prices of everyday goods. Due to the rising cost of living and
the looming threat of economic downturn, a solution must be
developed in order to prevent financial downturn.

One potential and highly feasible solution lies in Latin
America, especially as the Trump Administration has not en-
acted any specialized UCO tariffs on their products. However,
Latin America has ongoing issues that must be addressed.
While the collection of UCO has been prominent in econom-
ically dominant countries such as the United States or China,
many Latin American countries—including Argentina, Brazil,
Colombia, and Mexico—show either underdeveloped meth-
ods of UCO collection or a lack of UCO collection altogether.
For example, Julia Tomei and Paul Upham, two researchers at
the Tyndall Centre for Climate Change Research, assert that
“due to its size and geographical diversity, Argentina has sig-
nificant bioenergy potential as well as a large, export oriented
agricultural sector”6. Despite their geographical advantages
and advanced agricultural market, however, many Latin Amer-
ican countries are associated with a reliance on grain products
as their main export product.

Without a proper Latin American UCO collection system

in place, problems arise in both Latin America and the United
States. In Latin America, the untapped potential represents an
underutilized source of profits and economic prosperity7. In
the United States, the issue of China’s exit from UCO trade
remains unsolved. More efficient systems of UCO collection
and exportation coincide with Latin American countries creat-
ing economic prosperity through trade with the United States,
while also showing signs of environmental benefit through the
collecting of UCO, a waste product that can pollute soil and
water.

While studies have tracked the responsiveness of U.S. diesel
prices in regards to biodiesel supply levels and the role of
feedstock accessibility in biofuel production costs, no research
has been conducted to evaluate Latin America as a substitute
source of feedstock after China’s market exit, nor modeled the
political actions required to mobilize a new market. In order to
fully comprehend the sustainability of Latin America’s UCO
market, a model has been developed to simulate possible out-
comes and solutions that could increase the viability of a Latin
American UCO source. The model was constructed with the
following components in mind:

Estimated Trade Modeling — Latin America UCO
Dashboard
This paper presents the country comparison and policy
analysis as a comprehensive dashboard with three analyt-
ical views:

• Country Comparison: Scorecards for Brazil, Mex-
ico, Argentina, and Colombia across collection, pol-
icy infrastructure, and export readiness metrics.

• Policy analysis: Six policy projections that show live
projections of the U.S. UCO supply, remaining de-
mand gap, and projected diesel price (based on Ta-
bles 2–3 parameters).

• Supply & Price Trends: Historical charts (2022–
2025) with a 2026 policy projection.

The model is grounded in the data and policy frameworks
described in this paper.

Scope and Limitations
This study focuses on Latin American countries based upon
four specific criteria:

1. An oil consumption capacity to produce recoverable
UCO volumes

2. Having either existent or potential UCO collection pro-
grams documented in USDA Biofuels Annual Reports
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3. Having established or potential trade relationships with
the United States

4. Containing sufficient geographic and institutional diver-
sity for effective cross-country analysis and comparison.

For references, China will be used as a benchmark for each
country’s policies and relations with the United States. Cov-
ering the period from 2020 to 2025, this study focuses on po-
litical interventions as opposed to firm-level agronomic deci-
sions. The study’s key limitations include the unavailability of
Latin American UCO production statistics, reliance on qual-
itative reports for infrastructure scoring, and the exploratory
rather than explicative nature of the model in forecasting es-
timates rather than an econometric analysis of the data. The
values provided in the model are researcher-derived estimates
informed by historical policy outcomes and are not meant to
be interpreted as precise economic forecasts.

Research Question and Objectives

This paper is guided by the following question: What policy
actions can the United States and Latin America undergo to
reduce the U.S. feedstock deficit, and what is the projected
effect of U.S. diesel prices under different policy scenarios.

Along with the initial research question, three objectives are
created as well:

1. To evaluate and compare the readiness of Argentina,
Brazil, Colombia, and Mexico as UCO exporters to the
United States through a structured Country Readiness
Scorecard

2. To model the effects of six different policy interventions
on the U.S. UCO supply and diesel prices using a qualita-
tively driven Policy Impact Simulator that creates quan-
tifiable data.

3. To identify different policy barriers—both in the United
States and Latin America—that currently prevent UCO
from reaching the U.S. market, and to propose evidence-
based reforms.

Methods

Methodology Overview

Structured database searches and keywords were used in order
to find relevant information sources: databases searched in-
clude the USDA FAS portal, EIA data portal, Google Scholar,
and industry publications. Search terms used include the fol-
lowing: “used cooking oil trade,” “UCO biofuel feedstock,”
“Latin America biodiesel policy,” “45Z tax credit,” and other
country-specific variables. Sources were only used if they ad-
dressed UCO production, trade, or policy in the United States

or Latin America. Additionally, references were only cited
if they were published between 2009 and 2026. Quantita-
tive diesel price data and UCO trade volumes were gathered
from the Energy Information Administration (EIA) and the
United States Department of Agriculture (USDA). Raw data
was formed into average data points using the standard mean
formula to identify correlations between feedstock availabil-
ity and diesel price fluctuations. Qualitative analysis includes
policy frameworks across the four key Latin American nations
in order to develop the Country Readiness Scorecard and Pol-
icy Impact Simulator, synthesizing these findings into action-
able policy projections. Full methodological details are pro-
vided in the Methods section.

In order to provide a comprehensive description of the cur-
rent state of the international UCO market, the data used for
this policy analysis was compiled through both articles and
relevant literature that pertain to the research question. Publi-
cation sources include the following: government data reports
and analyses, academic journals, industry publications, and
timely news articles with relation to the UCO/biofuel indus-
try.

Table 1’s data points reflect the average U.S. diesel fuel
prices per year using monthly snapshots. These averages were
calculated using the formula as described in Figure 2.

Figure. 2 Average Annual Diesel Fuel Price Formula
Note. Created by author. Annual average = arithmetic mean

of 12 monthly EIA observations.

Research Design

This study is structured as a comparative case study, an appro-
priate design for research objectives that aim to explain differ-
ences across a small set of cases that share a common political
context8. A comparative study was selected over econometric
modeling because Latin America has a lack of precise quali-
tative UCO production data. Four large Latin American coun-
tries (Argentina, Brazil, Colombia, and Mexico) were selected
as key targets based on oil consumption capacity and UCO
collection rate, along with potential relevance to U.S. trade.
The selection is also based on varying biofuel infrastructure
systems and the policy frameworks that surround them.
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Data Collection & Analysis

In order to provide a well-rounded study, data was col-
lected from a variety of sources: government reports (e.g.,
the EIA, USDA Foreign Agricultural Service, Congressional
Bills, etc.), peer-reviewed academic journals pertaining to en-
ergy policy and biofuels, UCO/biofuel industry publications
and market analyses, and timely articles sourced from rep-
utable news sources over developments in global UCO trade.

Quantitative analysis was conducted by examining diesel
prices and UCO trade patterns from 2020–2025. Average
diesel prices were calculated using monthly averages (using
the standard mean formula) in order to identify correlations
between feedstock availability and diesel price fluctuations.
Annual averages were calculated using the arithmetic mean
formula, detailed in Figure 2, using weekly observations for
each calendar year—not from a single weekly peak value.
The 2022 annual average was recalculated from all 52 weekly
EIA data points, thus yielding $5.00 per gallon. Qualitative
analysis was used to compare the four major Latin American
countries’ policy frameworks, including tax incentives, tariffs,
blending mandates, and collection systems in order to evaluate
each county’s market potential.

China serves as the default benchmark throughout each
Latin American country: each Latin American nation’s readi-
ness is compared against China’s past performance as the once
dominant U.S. UCO supplier (1.27 Million Metric Tons annu-
ally, 43% of China’s total UCO exports in 2024).9

Data triangulation was used across three different source
types: primary government databases (EIA, USDA FAS) for
quantitative figures; peer-reviewed academic literature for en-
vironmental, economic, and methodological information; and
industry publications and policy documents for relevant mar-
ket situations.

Trade Model: Analytical Framework

To complement both the country comparisons and the politi-
cal analyses of this study, a comprehensive, structured trade
model was developed. The model incorporates quantitative
data and compiles it into two complementary analytical mod-
els: a Country Readiness Scorecard and a Policy Impact Sim-
ulator.

The Country Readiness Scorecard (Table 1) assigns com-
posite scores on a scale from 0 to 100 across four readi-
ness dimensions—Collection, Policy, Infrastructure, and Ex-
port Readiness—alongside two supplementary indicators: a
binary flag for 45Z tax credit eligibility and a Cartel Risk score
on an inverted scale (lower=lower disruption risk); see Table
1 for definitions. where lower values indicate lower supply
chain disruption risk. Scores for each country were derived
through a structured indicator assessment drawing on primary

government sources. For each dimension, two to four measur-
able indicators were identified from USDA Biofuels Annual
country reports, World Bank logistics performance data, and
national biofuel regulatory frameworks. The model calculates
each score using qualitative data derived from literature re-
views and government reports. Additional flags are assigned
for 45Z tax credit eligibility and cartel risk level, allowing a
structured cross-country comparison with a qualitative narra-
tive.

The Policy Impact Simulator below (Table 2) utilizes six
distinct policy levers parameterized by an Export Boost mul-
tiplier (the estimated percent increase in UCO exports into the
United States from Latin America) and a Diesel Price Im-
pact (the projected change in average U.S. diesel price per
gallon). Scores were derived through a structured compar-
ative rubric: USDA language such as “well-developed” or
“highly lucrative received scores from 75–90; “fragmented” or
“nascent” received scores from 30–50; and “underdeveloped”
or “extremely underdeveloped” received scores from 0–2510.
The model employs the following base-scenario parameters:
a U.S. annual UCO demand of 5.57 MMT, a domestic supply
of 3.3 MMT, a China-exit deficit of 1.27 MMT, and a diesel
price baseline of $3.46/gallon (2024 annual average)2. Im-
pact values were derived from proportional scaling, anchoring
the export boost estimates to historical trade volume changes
following the removal of the Blender’s Tax Credit (BTC) and
computing diesel price impacts with the Clean Fuels Alliance
America (2022) finding that an increase in biodiesel supply
created a 4% reduction in fuel prices, with each figure repre-
senting directional estimates.

Results

Diesel Price Trends

In 2022, U.S. diesel prices reached a high of $5.00 per gallon,
showing significant signs of acute supply shortages in the U.S.
fuel market. Later, after the United States expanded UCO im-
ports under the Biden Administration’s 2024 Inflation Reduc-
tion Act, prices subsequently declined to an average of $3.46
per gallon. However, in 2025, China—the United States’
largest UCO trade partner—shifted its focus towards domes-
tic production and consumption along with finding alterna-
tive trading partners, removing 1.27 MMT of annual UCO
supply from the U.S. fuel market. Simultaneously, the 45Z
Tax Credit was enacted as a replacement to the Blender’s Tax
Credit (BTC), a tax credit system that placed a $1.00 incen-
tive on both internationally imported and domestically sourced
biofuels, thereby removing many incentives for global UCO
trade. Along with this policy change, the Trump Adminis-
tration imposed a general tariff on all Chinese Imports, further
distancing the U.S. UCO market from Chinese trade networks.
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Table 1 Country Readiness Scorecard — Trade Model Input Data
Country Collection Policy Infrastructure Export Readiness 45Z Cartel Risk
Score direction: Higher = better Higher = better Higher = better Higher = better ✓ = eligible Lower = better
China (Benchmark) 88/100 85/100 90/100 92/100 × 18/100
Brazil 82/100 78/100 75/100 80/100 × 35/100
Mexico 42/100 65/100 38/100 68/100 ✓ 72/100
Argentina 28/100 22/100 25/100 38/100 × 28/100
Colombia 22/100 20/100 18/100 32/100 × 55/100

Note. Scores derived from USDA Biofuels Annual reports (AR2025-0013, BR2025-0030, CO2024-0008, MX2025-0068) and
Americas Market Intelligence (2022). 45Z eligibility per IRS Notice 2025-10. *China included as benchmark only. Cartel Risk

scored on an inverted scale — lower = less supply chain disruption risk.

Table 2 Policy Impact Simulator — Lever Parameters
Policy Lever Export Boost Diesel Impact Notes
Score direction: Higher = better Lower = better
Remove Latin America UCO Tariffs (10% → 0%) +22% −$0.08/gal Lowers trade barriers for all four countries; most

immediate incentive for export activity
Expand 45Z Tax Credit to All of Latin America +35% −$0.12/gal Extends the Mexico model to Brazil, Argentina, and

Colombia. Note: directional estimate based on 45Z
performance data, not an econometric forecast

Restore Blender’s Tax Credit (BTC) +28% −$0.10/gal Reinstates the pre-2025 internationally neutral base-
line applying equally to all importers

Raise Latin America Blend Mandates to B15+ +18% −$0.06/gal Expands domestic UCO demand, building collec-
tion infrastructure base within Latin America

U.S.-Supported Cartel Reduction Program +20% −$0.07/gal Critical for Mexico and Colombia; reduces supply-
chain disruption from organized crime

Joint U.S.–Latin America UCO Infrastructure In-
vestment

+42% −$0.15/gal Highest long-term impact; addresses structural col-
lection gaps across all four countries

Note. Export Boost and Diesel Impact are researcher-derived directional estimates based on CFA (2022), USDA, and EIA data. Modeled as
additive projections, not econometric forecasts.

As a result, biodiesel imports fell by over 16 million barrels
between 2024 and 202511. This sudden fall in imports coin-
cided with a minor increase in diesel prices. Diesel prices are
affected by multiple factors beyond UCO availability, includ-
ing crude oil prices, refinery margins, seasonal demand, and
geopolitical events12. Such confounders are not controlled
for in the descriptive analysis for the sake of efficiency. This
study intended to identify suitable regions in Latin America
that hold the capacity to address the current U.S. feedstock
deficit.

The relationship between UCO supply availability and
diesel prices from 2022–2025, along with projections for the
impacts of 2026 Latin American policy interventions, is sum-
marized in Table 3. Visualizations of such trends are available
in the Supply & Price Trends view of the accompanying trade
model.

This model employs the use of multiple figures for compu-
tations:

The policy impacts are modeled to be additive, a simplifi-
cation that is acknowledged here. Sub-additive (diminishing)

interactions, such as a scenario where multiple policies target
the same UCO volumes, and super-additive (increasing) inter-
actions, such as tariff removal amplifying 45Z incentives, are
both plausible and discussed qualitatively in the Discussion
section.

Economic Benefits of UCO Production

The biofuel industry supplies consumers with cost-effective
fuel and an additional source of income for food industries.
Biodiesel producers across the United States purchase UCO
from restaurants or other commercial food/cooking establish-
ments, often paying 35–45 cents per pound of UCO13. UCO
collection and selling can provide a reliable secondary source
of income for restaurants14.

Job creation for food and biodiesel industries is another
benefit of UCO collection. In 2024, according to Clean Fu-
els Alliance America, the U.S. biodiesel sector provided over
107,000 full-time jobs and paid over $5.9 billion in wages15.
As the biodiesel sector is a fast-growing industry derived from
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Projected Supply

Sproj = Sdomestic +∑(boosti ×DChina × k)

Where:
Sdomestic = 3.3 MMT, DChina = 1.27 MMT, k = 1.5, boosti = export boost fraction for lever i, ∑ = sums over all active policy
levers. Result capped at demand ceiling of 5.7 MMT.
Price Projection

Pproj = max
[
Pbaseline +∑(Impacti) ,Pfloor

]
Where:
Pbaseline = $3.46/gal (2024 EIA annual average, Impacti = diesel price impact for level i (negative values = price reduction),
Pfloor = $2.80/gal, and ∑ = sums over all active policy levers.
Price Impact Scaling Basis

Impacti = Boosti ×
0.04×Pbaseline

Boostmax

Where:
Values are anchored to Clean Fuels Alliance America (2022) finding that biodiesel supply increases produced a 4% reduction
in distillate prices. Boostmax = 0.42 (infrastructure investment lever). Each lever’s price impact is scaled proportionally to its
export boost relative to the highest-impact lever. Note: the 4% figure applies to overall biodiesel/renewable diesel production
and is used here as a directional scaling anchor only — it does not directly validate Latin American UCO policy impacts.

Note. k = 1.5 is the key unvalidated parameter, assuming Latin American export growth could modestly exceed the China deficit
baseline given proximity advantages.

the high demand for environmentally safe fuel, one can as-
sociate the monetary benefits of the new workers with stable
employment and livable wages. UCO collection and biodiesel
industries have shown to be very profitable for both producers
and consumers alike. However, with changing international
politics and taxation, domestic UCO markets have been chal-
lenged by global tariffs.

Domestic Policy Concerns

Domestically, intense tariffs and national policies have hin-
dered the UCO market; most notably, the Trump Administra-
tion’s tariff on imported UCO led to an increase in the cost
of biodiesel production, which, in turn, raised the price of
diesel for American consumers16,17. In early October 2025,
Chinese officials imposed restrictions on various forms of im-
ports from the United States. At the same time, Chinese im-
porters began to slow the purchasing of American soybeans,
one of the United States’ largest international markets18. In
response, the Trump Administration started to withhold UCO
trade with China, a proportionally similar market to soybeans
in the United States, showing signs associated with tariff wars.
Trump was reported as stating the following regarding trade
with China: “We are considering terminating business with

China having to do with cooking oil, and other elements of
Trade, as retribution”19. The Trump Administration’s tariff
on UCOs succeeds in excluding Chinese competition; how-
ever the tariff failed to create domestic production to close
the supply gap: U.S. UCO production remained at 3.3 billion
pounds while demand remained at 5.7 billion pounds, mean-
ing that the tariff’s protective effects have been diminished by
a new supply deficit.

Furthermore, new policies in the United States, most no-
tably Section 45Z Clean Fuel Production Credit (Section 45Z,
for short), has occurred alongside importation of UCO from
international markets. Section 45Z, a government-run tax-
credit incentive program, aims to steer corporations toward
sustainable fuel consumption through a $1.00-$1.75 incentive
for utilizing environmentally safe fuel sources20. In a global
context, however, Section 45Z creates a disparity between do-
mestically and internationally collected UCO; UCO collected
from secondary sources, such as China, does not qualify for
tax incentives, leading many UCO providers to lean toward
domestic production as opposed to global imports19. With do-
mestic UCO production remaining at 3.3 billion pounds, meet-
ing the United States’ annual demand of 5.7 billion pounds of
UCO would be impossible without an external source. The
45Z tax credit successfully incentivizes domestic UCO pro-
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Table 3 UCO Supply, Demand, and U.S. Diesel Price Trends (2022–2026)
Year UCO Supply (MMT) UCO Demand (MMT) Avg. Diesel ($/gal) Key Market Event
2022 2.8 5.2 $5.81 Russia-Ukraine conflict; acute global fuel

supply shock
2023 3.6 5.4 $4.17 IRA drives biodiesel demand surge; U.S. ex-

pands UCO imports from China (+52% YoY)
2024 4.6 5.7 $3.46 China supplies 1.27 MMT to U.S. (43% of to-

tal exports); diesel reaches 3-year low
2025 3.3 5.7 $3.75* 125% tariff on Chinese goods; China termi-

nates HS 151800; 45Z replaces BTC; imports
collapse

2026 (proj.) 4.9–5.6† 5.7 $2.93–3.46† Projected range under 2–6 active Latin Amer-
ican policy levers (see Table 2)

2026 (Iran War Scenario) 4.9–5.6† 5.7 $4.52–5.10† Strait of Hormuz disruption raises baseline to
∼$5.10/gal. Policy levers reduce by $0.58/gal
max—war premium partially offset but not
eliminated without Latin American UCO re-
forms/

Note. UCO supply and demand: EIA and USDA FAS. *2025 diesel price is a partial-year estimate. †2026 projections are directional scenario
estimates; range reflects two-lever vs. six-lever outcomes. Iran war scenario assumes Strait of Hormuz disruption (∼20% global crude

restriction). All projections are directional, not econometric forecasts.

duction. However, the tax credit created a structural disparity
through excluding internationally sourced UCO that could be
used to close the supply gap more effectively.

U.S.-Chinese Economic Conflict

China’s UCO market restructure signifies a crucial, long-term
trade policy shift rather than a slight disruption only stemming
from U.S. tariffs. This shift represents a broader strategic in-
terest in developing domestic biodiesel in China, for which
UCO is a primary feedstock. In the past, China’s UCO market
was a large industry, similar to its United States’ counterpart;
with the United States being a primary consumer of UCO (for
biofuel production) and China having a robust UCO collec-
tion system, the mutual trade of UCO was advantageous for
both sides. To incentivize UCO exports, China offered a 13%
tax rebate to Chinese exporters, formally known as HS (Har-
monized System) Code 151800. However, as of December
1, 2024, HS 151800 was terminated by China’s Ministry of
Finance in conjunction with the State Administration of Tax-
ation19. Similar to the introduction of the 45Z tax credit, the
termination of HS 151800 aimed to bring focus to the domes-
tic production of biofuels in China5.

Moreover, with the introduction of high U.S. tariffs, China
has begun pivoting their surplus of UCO exports toward other
nations, especially to countries such as Thailand, Malaysia,
India, and Korea, as well as to European countries5. Due
to China’s surplus UCO supply and other countries’ develop-
ments of aviation fuel (another product that requires UCO),
the sudden termination of UCO exports to the United States

has paved the way for China to develop a strong UCO mar-
ket through international exports and reliable domestic pro-
duction, especially since it would be unviable for China to ex-
port their surplus UCO to the United States due to the 45Z
tax credit12. While China has adapted to new global policies,
the United States has not as it has failed to secure new inter-
national UCO import sources. With severe UCO shortages in
the American UCO/biodiesel market, a solution is required.

Latin American Export Potential & Roadblocks

A potential solution to the shortage of UCO in the United
States’ biofuel industry can be found in Latin American coun-
tries, specifically in Argentina, Brazil, Colombia, and Mexico.
However, despite the opportunities for trade, Latin America
has had little involvement in the global UCO market. For
example, UCO trade between the United States and Brazil
had only started occurring since mid-2024, a stark contrast
to the previously well-established trade between the U.S. and
China21. Latin American UCO/biofuel companies may be the
solution to the import gap that was left by the Chinese UCO
exporters.

However, due to a lack of regulations on feedstock and
UCO collection in Latin America, “the collection and process-
ing of feedstock is either nascent and fragmented or a tightly
controlled oligopoly,” according to Arthur Deakin of Amer-
icas Market Intelligence7. Through a mix of effective gov-
ernment interventions (curtailing cartel involvement) and im-
proved economic policy (tax incentives similar to the United
States’ 45Z tax credit), Latin America would be able to sup-
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ply UCO to the United States and utilize it in domestic biofuel
production, thus improving its economies. Comparison of the
political standings and current UCO collection situations in
Argentina, Brazil, Colombia, and Mexico is presented in Ta-
ble 4.

Additionally, beyond physical infrastructure limitations, in-
stitutional and governance capacity remains a significant bar-
rier for UCO trade. UCO collection in Argentina, Colombia,
and Mexico is dominated by informal actors or oligopolistic
private collectors (as shown in Table 1 with varying levels of
crime risk). These factors create traceability, certification, and
quality assurance issues that must be resolved to meet U.S.
biofuel standards.

Except for Brazil, the Latin American countries in Table 4
all have fragile UCO collection systems, leaving little room
for standardization and regulatory support and constraining
their ability to export products. Despite these obstacles, this
study reveals that Latin American countries have substantial
potential as a UCO supplier for the United States

Trade Model Results: Country Readiness

Putting the Country Readiness Scorecard (Table 1) in context,
Brazil is shown to be the most prepared nation for immediate
UCO trade, with a collection score of 82/100 and an export
readiness index of 80/100. These values are based on Brazil’s
RenovaBio program, Brazil’s Government-run UCO collec-
tion and biofuel production program, and its status as the third-
largest biofuel producer globally. Mexico shows promise as
well, scoring a moderate 68/100 on the export readiness in-
dex. However, Mexico is limited by their high cartel risk
(72/100) and limited collection infrastructure (38/100), con-
straining their immediate scalability.

Scoring lower values overall, Argentina and Colombia’s in-
dex numbers are particularly weak in policy strength (22/100
and 20/100 respectively) and collection development (28/100
and 22/100 respectively). Both Argentina and Colombia lack
UCO-specific tax incentives, along with their agricultural sec-
tors being dominated by other crops, with soybeans and palm
oils being dominant in each respective country. These crops
are deeply entrenched in each economy, thus diverting eco-
nomic focus away from UCO development, creating a barrier
that is both logistical and political in nature.

Alternative Argument

An alternative argument presents that sufficient financial in-
centives could re-attract Chinese UCO exporters to the U.S.
market even without HS 151800. While incentives may
bring a certain amount of exports into the United States, the
U.S. UCO deficit issue stems from Chinese investment strate-
gies rather than lack of incentives. This paper considers an

incentive-based strategy unlikely given China’s long-term do-
mestic biodiesel production investment—but acknowledges it
cannot be ruled out absent econometric modeling.

Discussion

How Latin American Countries Can Promote UCO Col-
lection

This paper identifies the tension between domestic incentives
and international trade barriers. While the Inflation Reduction
Act of 2022 and 45Z Tax Credit of 2025 succeeded in low-
ering domestic fuel production and decreasing carbon emis-
sions, the imposition of a tariff on Chinese UCO along with
the removal of tax rebates have constricted the supply of nec-
essary feedstocks, causing economic harm as a consequence.
The comparative analysis of Latin American UCO markets re-
veals their potential as a solution to closing in on the U.S. sup-
ply gap of UCO.

To fully implement international trade of UCO and bio-
fuels in Latin America, it is important to first understand
possible methods of incentivizing both the domestic pro-
duction and international exportation of UCO/biofuel prod-
ucts. In Latin America, one policy that many nations use is
blending mandates, defined as a specific percentage of UCO
or UCO-equivalent products that must be mixed with tradi-
tional petroleum diesel. The Country Readiness Scorecard
shows that countries with higher blending mandates (Brazil
B12, Colombia B10) tend to have higher collection develop-
ment scores than those with lower mandates (Argentina B7.5).
Compared to blending mandates in the United States, such as
Minnesota’s B20 mandate, biodiesel in Latin America plays
a much lesser role overall in the production of diesel fuel22.
However, the earlier correlation suggests that when raising the
blending mandate to similar levels as seen in other nations,
Latin American countries would witness a rise in biofuel pro-
duction, in turn increasing UCO collection.

To address the dominance of other agricultural oil products
(such as soybean oil in Argentina or palm oil in Colombia),
UCO-focused policies are essential. While there are multiple
ways to popularize UCOs, the most valuable incentives stem
from tax rebates and nation-wide collection services. For ex-
ample, the United States’ 45Z tax credit—looking past the do-
mestic focus—contains many policies that promote UCO col-
lection and biodiesel production. In fact, UCOs have one of
the highest carbon intensity (CI) scores, meaning that UCOs
gain a much more substantial tax rebate compared to other
food oils, such as soybeans or palm oil23. In the United States’
case, however, Section 45Z focuses on domestic production
by restricting tax credits to UCOs collected within the U.S.
border.

The Country Readiness Scorecard provides an evidential
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Table 4 Case Study of Four Major Latin American UCO Policies
Country Blend Mandate Collection Dev. Tax Incentives Market Potential
Argentina B7.5 Low; no government support

for UCO-based biodiesel
No UCO-specific incentives Potential via soybean oil indus-

try similarities; large export-
oriented ag sector

Brazil B12 RenovaBio (est. 2016): well-
developed, highly lucrative

RenovaBio tax credits for farm-
ers

3rd largest biofuel producer
globally; strong export poten-
tial

Colombia B10 Underdeveloped; palm oil
dominates, diverts focus

No UCO-specific incentives ∼$196M UCO inventory po-
tential; ∼$135M/yr in pro-
jected sales

Mexico B5.8 (→B10, 2025 law) Early stage; local collectors use
street-food markets

Qualifies for U.S. 45Z
$1.75/gal credit (from 2026)

Fuel demand rising: 1.1M →
1.4M barrels/day (2020–2025)

Note. Data: USDA Biofuels Annual reports (AR2025-0013, BR2025-0030, CO2024-0008, MX2025-0068); Americas Market Intelligence
(2022). Blend Mandate = percentage of biofuel required by law to be mixed with petroleum diesel.

basis for expanding 45Z eligibility: Mexico’s export readiness
score of 68/100 is much higher than Argentina’s 38/100 and
Colombia’s 32/100. The main structural difference between
Mexico and other Latin American countries is its 45Z eligibil-
ity—a financial incentive that no other Latin American nation
has access to. Mexico therefore serves as practical evidence
towards 45Z expansion.

Through adapting Section 45Z’s policies towards a more
internationally-friendly system, such as placing tax credits on
UCO-based biofuel usage as opposed to production, Latin
American nations would be able to not only promote domes-
tic UCO production but also boost global exports, improving
Latin American UCO industries and the Latin American econ-
omy overall.

Positive Effects of a Hypothetical Latin American Export
System

With an established foundational understanding of the meth-
ods for introducing Latin America to the global market, it is
important to consider the possible benefits of a Latin Ameri-
can export system by analyzing both its effects on diesel prices
and the economic growth for Latin America and the rest of the
world. With many mandates around the globe requiring a spe-
cific blend of biodiesel within a country’s diesel fuel supply,
biodiesel prices are vital to controlling worldwide fuel prices.
As a result—with UCOs being the primary source of biodiesel
fuel—UCOs carry a similar weight to that of biodiesel: as
UCO prices rise, diesel prices rise accordingly and vice versa.

The scorecard provides measurable evidence for infrastruc-
ture investment: Brazil’s collection score of 82/100 reflects
the effectiveness of its RenovaBio program—a government-
managed UCO collection and certification program estab-
lished in 2016. By contrast, Mexico’s score of 42/100 dis-
plays fragmented local collectors with little to no central orga-
nization, with Mexican collection agencies being described as

being in its early stages24. Since both countries produce sub-
stantial UCO products, the 40-point gap is best explained by
the absence of organized collection infrastructure rather than
UCO supply.

A news release from Clean Fuels Alliance America notes
that U.S. production of biodiesel and renewable diesel consis-
tently reduces distillate fuel prices by increasing supply, with
the price impact reaching a 4% benefit in 2020 and 202125.
The Clean Fuels Alliance 4% finding is used only as the pro-
portional scaling anchor for diesel price impacts (The $0.12–
$0.53 range is a scenario output of the Policy Impact Simula-
tor, not a figure from the Clean Fuels Alliance source). With
biodiesel playing an important role in the price of diesel fu-
els, UCO supply is imperative for controlling fuel prices. If
Latin America were to enter the market, UCO supply would
increase, promoting biodiesel production and lowering diesel
prices substantially.

Furthermore, in a study conducted by the USDA Agricul-
tural Marketing Service, researchers found that fuel prices and
transportation costs had a substantial effect on the prices of
food, showcasing the importance of diesel prices when con-
sidering the costs of everyday goods26. In a hypothetical sce-
nario where Latin America enters the global UCO market and
decreases diesel prices, the international economy would not
only see a fall in diesel prices but would also witness a de-
crease in transportation costs, resulting in lower prices for all
truck-transported goods.

The trade model’s policy simulation (see Table 1) reinforces
this finding. The most impactful near-term intervention is ex-
panding the 45Z tax credit to all Latin American UCO suppli-
ers. This single lever produces the second-largest export boost
(+35%) and diesel price benefit (−$0.12/gallon) of any mod-
eled policy. Combined with joint infrastructure investment—
the highest-impact lever (+42% export boost)—a two-policy
package could substantially close the feedstock gap within a
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2–4 year horizon.

Crime Rates in Latin America

One significant factor in the hindrance of UCO collection is a
surge in criminal activity. Advanced Biofuels USA specif-
ically mentions illegal cartels operating in Mexico that di-
rectly affect UCO production through infiltrating collection
routes, extorting collectors, and concentrating market power
around cartel-affiliated operators27. However, recent develop-
ments in international relations have proposed a solution. The
Trump administration has offered support in curtailing the car-
tel’s efforts within Mexico. Los Angeles Times reporters Kate
Linthicum and Jared Olson reveal that slightly more than half
of Mexicans believe that U.S. authorities should enter Mexi-
can territory to fight organized crime and arrest its leaders28.
With the majority of Mexico in support of international aid,
the U.S. opposition of organized crime would benefit the bio-
fuel industry. This data serves as the base qualitative informa-
tion used for the +20% export boost attributed to cartel reduc-
tion in the Policy Impact Simulator.

Crime prevention is not just limited to Mexico. Other coun-
tries, like Brazil, have implemented surveillance programs to
monitor major cities and prevent illegal activity. Paraná, a
riverside city within Brazil, has been categorized as a crime
hub due to its proximity to the Paraná River—a key stronghold
for drug trafficking, illegal weapons trades, human traffick-
ing, and environmental crime29. The ongoing organized crime
in Latin America has infiltrated its way into the UCO mar-
ket, often preventing local UCO/biofuel associations from ef-
ficiently producing products. However, in 2022, the Brazilian
and Paraguayan governments signed an agreement to dissolve
organized crime, with its main target being the Primeiro Co-
mando da Capital (PCC)—a highly influential criminal orga-
nization with a significant trafficking center in Paraná30. With
efforts turning toward crime prevention across Latin America,
UCO collectors and biofuel producers will be given the oppor-
tunity to produce their products without criminal intervention,
increasing supply and decreasing diesel prices.

The cartel risk column of the Country Readiness Score-
card directly supports the U.S.-supported cartel reduction
recommendations—but its relevance is concentrated in two
countries. Mexico, with a cartel risk score of 72/100, has
the highest crime risk of any country in the study. Likewise,
Colombia, with a cartel risk score of 55/100, reflects simi-
lar issues, albeit with less UCO-specific documented limita-
tions. By contrast, Argentina scores 28/100, making this rec-
ommendation largely irrelevant for Argentina’s UCO devel-
opment. The Policy Impact Simulator shows a +20% export
boost for cartel reduction, having the widest uncertainty range
of any lever. This recommendation should therefore be priori-
tized towards Mexico and Colombia specifically and be solely

complementary to other countries rather than a substitute for
infrastructure investment.

Cartel Risk scores in the Country Readiness Scorecard are
measured from the GI-TOC Global Organized Crime Index
2023, a multi-dimensional tool that assesses criminality tied
to organized crime across 193 countries along three pillars:
criminal markets, criminal actors, and resilience, identified by
over 350 expert assessments31.

Brazil’s cartel risk score (35/100) shows a more contained
profile relative to UCO supply chains. On the other hand,
Colombia’s score (55/100) reflects more documented cartel
presence with less UCO-specific market infiltration than Mex-
ico, a country with the highest amount of UCO-specific car-
tel activity. Within GI-TOC’s data, Colombia scores 7.75 out
of 10 on criminality (2nd globally) and Mexico scores 7.57
out of 10 (3rd globally), consistent with current Cartel Risk
scores of 55/100 and 72/100 respectively in Table 1. Brazil
and Argentina score substantially lower on the GI-TOC index,
consistent with their lower Cartel Risk scores of 35/100 and
28/100.

Addressing the 45Z Tax Credit

High cartel activity is not the only limiting factor in the global
trade of Latin American UCOs; within the United States,
the 45Z tax credit exists as a way to prevent the importa-
tion of UCOs from foreign nations. However, it is impor-
tant to mention the inclusion of Mexican UCOs in the 45Z
tax credit. Within the tax credit’s regulations, any Mexican-
sourced UCOs meet the same $1.75 incentive as U.S.-sourced
UCOs23. In Mexico’s case, increasing UCO collection and in-
ternational trade would be beneficial for both themselves and
the United States. Mexico would successfully avoid competi-
tion with U.S. collectors since they both acquire the same tax
benefits due to the USMCA (United States-Mexico-Canada)
agreement. The United States would benefit as well, espe-
cially after China’s prompt resignation from America’s UCO
market.

Extending 45Z eligibility to Argentina, Brazil, and Colom-
bia would require Congressional actions or an IRS ruling to
amend the tax credit32. Politically, extending 45Z eligibility
remains optimistic: domestic biodiesel producers often op-
pose measures of increasing competition from international
feedstocks. A potentially feasible alternative would be restor-
ing elements of the Blender’s Tax Credit (BTC), a former tax
credit system that placed a $1.00 incentive on both interna-
tionally imported and domestically sourced biofuels33.

However, in the context of greater Latin America, all other
countries’ UCOs do not fall under the 45Z tax credit sys-
tem. To that end, domestic production of biofuels within the
United States still prevails as the most monetarily sustainable
form of biofuel acquisition. Nevertheless, as stated earlier,
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Figure. 3 U.S. Biofuel and UCO Imports vs. Domestic Supply
(2020–2025)

Note. Import data: U.S. EIA Monthly Petroleum Supply.
Domestic supply: USDA FAS and Fastmarkets (2025). *2025

values are partial-year estimates.

China’s withdrawal from the U.S. UCO trade system has cre-
ated a substantial deficit between the supply and demand of
UCO. With such scarcity within the American UCO market,
especially with domestic collection remaining constant, global
trade must occur to meet the United States’ demand for bio-
fuels. To compensate for the undersupply of UCOs, policy
changes must adapt to promote the international trade of UCO,
especially from Latin America.

Effective International Policy Changes for the United
States

With a need for biodiesel production in the United States and
a rapidly increasing gap between America’s UCO supply and
demand, incentives for international UCO imports are cru-
cial. Such a solution lies in domestic policy. Through in-
centivizing international UCO trade, the United States has the
ability to effectively reverse the damage caused by China’s
pullback from the UCO market. One former policy, the
Blender’s Tax Credit (BTC), provides a proper baseline for
an internationally-focused policy. As of 2025, the 45Z tax
credit replaced the BTC, causing a sharp decline in imported
biofuels due to the removal of global tax incentives34.

As seen above, biodiesel imports fell by over 16 million
barrels between 2024 and 202535. With domestic biodiesel
production and UCO collection unable to meet the 16 million

barrel deficit, internationally sourced UCOs and biodiesel—
as the BTC promoted—must take effect to stabilize increasing
fuel prices and transportation costs.

Furthermore, from a Latin American UCO collector’s per-
spective, either a significant reduction or complete removal of
UCO tariffs would aid in promoting UCO/biofuel exchange
with the United States, paving the way for increased UCO im-
ports and American biofuel production. As of now, all Latin
American goods fall under a baseline 10% tariff, significantly
more cost efficient than the tariff placed on China’s UCO36.

However, this relatively small tariff contributes to a grow-
ing hesitation within Latin America; with the tariff in place,
many UCO collectors are turned away from U.S. trade, pri-
marily due to domestic biofuel production remaining more
monetarily productive than international exchange with the
United States33. By removing Latin American UCO tariffs,
the United States would be able to open the doors for interna-
tional UCO exchange with Latin America, further closing the
gap between the systemic UCO demand issue.

With this tariff-removal proposal, one could argue that a
removal of Chinese UCO tariffs would prove to be more ben-
eficial to the United States, and with perhaps faster positive
outcomes that would incentivize the country’s former largest
importer of UCOs to continue to export products.

Nevertheless, it is important to consider the aforementioned
removal of China’s HS 151800. Even in the event of a com-
plete reversal of U.S. tariffs on Chinese UCO, it is plausible to
presume that Chinese UCO collectors would remain domesti-
cally focused due to the cost effectiveness of biofuel produc-
tion within China. Chinese UCO collectors would logically
avoid the extra costs associated with exporting their product to
the United States. Instead, it would remain substantially more
cost efficient to provide UCO to domestic biofuel producers,
as transportation costs would remain lower and international
shipping costs would be nonexistent.

However, removing tariffs for Latin American countries
would successfully incentivize trade due to a lack of domes-
tic focus within Latin America. Both domestic production
and international trade of UCO and other agricultural products
are treated relatively similar under Latin American policies,
meaning that there would be no further barriers for interna-
tional exchanges, especially within the United States.

Conclusion

In 2020–2021, as seen in Figure 3, the United States remained
stable in biofuel imports—remaining near 15–16 million bar-
rels per year. Later, in 2024, as demand for biofuels rose,
policy-driven surges began to sharply increase biofuel im-
ports, soaring to 21 million barrels of biodiesel in 2023–2024.
However, as the new and aggressive U.S. tariff regime began
in April 2025, biofuel trade began collapsing. Diesel prices
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over a similar time period, as seen in figure 1, peaked in 2022,
reflecting the biofuel shortage. Consequently, as policies be-
gan to allow the importing of biofuels in 2023–2024, prices
began to level off, proving the importance of renewable fuel
sources in the price of diesel.

This paper makes three distinct contributions. Theoret-
ically, it applies energy security diversification frameworks
in order to demonstrate Latin America’s structurally distinct
UCO supply opportunity. Methodologically, the Country
Readiness Scorecard provides a reproducible, visual frame-
work that compares biofuel feedstock supplier readiness.
From a policy standpoint, it identifies tariff removals and 45Z
expansion as the highest-impact interventions per unit of po-
litical capital.

A key limitation of this study is the absence of formal sta-
tistical validation: regression analysis controlling for crude oil
prices, refinery margins, and seasonal demand would be re-
quired to establish causal relationships, and econometric mod-
eling of policy interaction effects would strengthen the simula-
tor projections. With a lack of such sources, data points based
on qualitative analysis were formed to serve as visual bench-
marks rather than quantitative data points.

Furthermore, policy hindrance extends farther than just
UCO collection: throughout U.S. trade networks with Latin
America, especially those that have ties to feedstock, trade
regulations and local incentives further block international ex-
changes. While the United States’ 45Z Tax Credit includes
the Mexican UCO market, the rest of Latin America does not
have any sort of trade incentive, in turn causing UCO produc-
ers to operate domestically due to lower logistical expenses33.
These factors suggest that UCO expansion in Latin America
is not a cause of insufficient demand; rather, a comprehensive
lack of policy frameworks create a barrier between trade net-
works. Overall, despite the willingness and potential of Latin
America’s global UCO trade economy, policy frameworks and
international trade regulation leave their feedstock market un-
realized.
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