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Abstract

The 2002 Farm Bill was the first farm bill to include an energy title, looking at the potential
for U.S. agriculture to partially fulfill domestic energy needs. Congress and the Bush
Administration passed the 2005 Energy Policy Act, establishing standards for biorenewable fuel
usage in the U.S. President Bush, in his 2006 State of the Union address, made ethanol and U.S.
energy security priorities for the federal government. Thus, the federal government has concen-
trated efforts to expand biorenewable fuel production and consumption over the past few years.
And we have seen a dramatic increase in the production and usage of biorenewable fuels over the
past 5 years.

This switch to biorenewable fuels is not limited to the U.S. Brazil has made a strong
commitment of biorenewable energy over the last 30 years. In fact, 40% of Brazil’s fuel needs
are filled by domestic ethanol from sugarcane. The European Union (EU) has set a goal of
replacing 20% of their fuel needs with alternate fuels, including biorenewable fuels, by 2020 and
has put in place directives to increase biofuel usage to 5.75% of EU transportation fuel needs by
2010. China and India’s growing economies are driving those countries to consume ever
increasing amounts of energy. Both countries have moved to explore renewable sources of
energy.

World trade in biorenewable fuels is starting to pick up with the increased demand for fuel
worldwide. In terms of production, the U.S. and Brazil lead the way in biorenewable fuels, each
producing roughly 5 billion gallons of ethanol in 2006. China produced over one billion gallons
of ethanol. But in terms of trade, Brazil is the largest exporter of biorenewable fuels. In 2006,
the Brazilians exported over 1 billion gallons of ethanol, with a sizable portion of that going to
the U.S. The U.S. is the largest importer of biorenewable fuels, even with the dramatic expansion
of the domestic ethanol industry over the past several years.

The outlook for biofuels is that the U.S. will overtake Brazil next year as the world largest
producer of ethanol with production levels exceeding 10 billion gallons within a few years.
Despite this growth, the U.S. is expected to remain as the largest importer of ethanol. In fact,
China, India, the EU, and the U.S. are all expected to be major importers of biorenewable fuels
for the foreseeable future with Brazil serving as the lone major exporting country.

In the short term, U.S. agriculture, especially comn, will provide a sizable amount of
feedstock for world biofuel production, but this will not translate in export opportunities for the
U.S. as domestic consumption of biofuels is projected to outpace production growth. Longer
term, if efforts to make cellulosic ethanol or other biofuels come to fruition, biofuel production
will gather feedstock from various other agricultural and forestry sources. This would make the
biofuel industry less corn-specific, but still dependent on the agricultural sector to provide the
vast quantities of biomass needed to meet the renewable energy goals laid out by the President
and the Congress.
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