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Amid ongoing concerns about the alleged dumping of Chinese waste-based biodiesel, 

this paper investigates the price formation dynamics of Used Cooking Oil (UCO) and its 

derived biodiesel, Used Cooking Oil Methyl Ester (UCOME), between China and Europe. 

Using a Vector Error Correction Model (VECM) and Granger causality tests, we examine 

both long-run equilibrium relationships and short-run price interactions. Our results show 

that European biodiesel prices lead both UCO and UCOME prices across regions, 

confirming Europe’s role as the primary price setter. However, we identify persistent 

periods during which Chinese biodiesel prices fall significantly below their long-run 

equilibrium, suggesting strategic pricing. An extended VECM reveals that during these 

episodes, price correction mechanisms break down, indicating a temporary decoupling of 

Chinese prices from European market signals. This pattern points to potential distortions 

linked to export strategies or state intervention. These findings have important policy 

implications. They provide robust empirical evidence of sustained price misalignments 

that may justify anti-dumping duties or other trade measures. More broadly, the study 

highlights the need to integrate strategic trade considerations into European biofuel policy 

to protect domestic industry and uphold the environmental integrity of the circular 

economy. 
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Executive summary 

 

 

This study investigates the pricing dynamics of waste-based biodiesel and its feedstock (Used 

Cooking Oil, or UCO) between China and Europe. This trade has grown rapidly following EU 

decarbonization policies that introduced blending mandates. Using high-frequency price data 

and an econometric time-series, we examine to which extent biodiesel markets in both regions 

are integrated. Our goal is to assess the credibility of concerns about strategic pricing or trade 

distortions, which have triggered recent EU anti-dumping investigations and duties on Chinese 

biodiesel imports. 

 

Key findings 

• Strong long-run price links exist between UCO-based biodiesel and UCO prices in China 
and Europe, indicating that markets are economically integrated. 

 

• Persistent price decoupling episodes, where Chinese biodiesel is significantly cheaper 
than its European counterpart. 

 

• During these episodes, Chinese biodiesel prices stop reacting to European market 
signals, implying possible strategic pricing or policy interference. 
 

Policy implications 

1. Tighten sustainability verification: Existing voluntary certification schemes have proven 
vulnerable to fraud and poor traceability. Cross-border verification and digital traceability 
tools should be prioritized to ensure UCO origins are genuine and sustainable. 

 

2. Strengthen domestic capacity: Europe’s reliance on imported biodiesel risks repeating 
past industrial policy failures (e.g., solar panels). Targeted support is needed to boost 
local UCO collection and UCOME production capacity. 

 

3. Enhance trade oversight: Persistent price distortions justify anti-dumping actions, but a 
broader response is needed. This includes international dialogue and ongoing 
monitoring of Chinese pricing behavior to ensure fair competition and policy 
consistency. 

 

 



























































N°2025 - 12 • MAY 2025 

 
 

WORKING PAPER 
................................................................................................... 

 

PREVIOUS ISSUES 
............................................................................................. 

 
Battery and Hydrogen Storage: Complements or Substitutes? A 
German 2035 Case Study 
Ange BLANCHARD, Camille MEGY 
 
 
Do building energy retrofits deliver savings? A Meta-Analysis  
Marc BAUDRY, Edouard CIVEL, Anna CRETI, Romain PRESTY 

 
 

Uncovering climate change opinion: weather events and economic 
factors 
Zélie GANKON 
 

Are urban areas better environmentally managed than countries? 
Elisa CALLERISA, Romain GATÉ 
 
Beyond Uniformity: Measuring the Stringency of Climate Policy Mixes 
Across Sectors and Countries 
Coline METTA-VERSMESSEN 

 
Forecasting Extreme Trajectories Using Seminorm Representations 
Gilles de TRUCHIS, Sébastien FRIES, Arthur THOMAS 
 
Les déterminants des distances domicile-travail : cas des aires 
urbaines françaises métropolitaines 
Romain GATÉ, Mohamed HILAL 
 
Certification, manipulation and competition: evidence from Energy 
Performance Certificates 
Edouard CIVEL, Anna CRETI, Gabrielle FACK, Daniel HERRERA-
ARAUJO 

 

 

 

N°2025-11 
 
 
 
 
N°2025-10 
 
 
 
N°2025-09 
 

 
 

N°2025-08 
 

 
N°2025-07 
 

 
N°2025-06 

 
 
N°2025-05 

 
 
 
N°2025-04 

 
 
 
 

 
Working Paper Publication Directors : 

          Working Paper Publication Directors : 
 

Marc Baudry, Philippe Delacote, Olivier Massol 

 
The views expressed in these documents by named authors are solely the responsibility of 

those authors. They assume full responsibility for any errors or omissions. 

 
The Climate Economics Chair is a joint initiative by Paris-Dauphine University, CDC, TOTAL 

and EDF, under the aegis of the European Institute of Finance. 

 
 
 
 

 
 
 
 

– Chaire Économie du Climat • Palais Brongniart, 4
ème 

étage • 28 place de la Bourse • 75002 PARIS – 
www.chaireeconomieduclimat.org 


