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How To Make Biofuel

Policy Work

More and more green groups–such as NRDC
(National Resources Defense Council) and
the Environmental Working Group–that
once backed biofuels are now quietly
questioning their decisions. Hating oil for all
of its disadvantages may not have been
enough of a justification to back something
that many now believe to be worse than oil.
Of course, in this context, I am only referring
to the first-generation, and not the second-
generation, biofuels.

I will not go as far as the Democratic
Representative Peter Welch of Vermont and
say that “the environmental promise has
been transformed into an environmental
detriment.” However, I confidently say that
first-generation biofuels – especially
cornstarch-based ethanol – have caused
more economic and environmental issues
than they have solved. Increasing the food
prices, depleting the water resources and
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creating the food-oil price dependencies are

just a few of many problems caused by the

increase in production of first generation

biofuels.

Shutterstock

RFS (renewable fuel standard) is an

important policy that has enabled a path for

renewable fuels. But note that not all of the

renewable fuels are sustainable. A

sustainable fuel is a fuel that produces less

life-cycle GHG (greenhouse gas) emissions

when compared to its fossil fuel counterpart.

In my opinion, RFS needs an overhaul. It

should start phasing out first-generation

biofuels and refocus solely on sustainable

biofuels such as the ones obtained from

cellulosic materials and algae.

As Jeff Turrentine, culture & politics

columnist at NRDC’s onEarth, puts it, RFS

should not be based on a “taxpayer-

subsidized corporate welfare scheme.” RFS

should rather be based on the good old

profit-maximizing monopolistic competition.

That’s how businesses organically grow and

flourish while, at the same time, advancing

the sustainable biofuel industry.

Expecting positive results from taxpayer-

subsidized programs is just like expecting
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success by throwing money at ideas. As all
successful entrepreneurs and investors
know, it’s not the idea but the execution that
matters. Often creativity is ruined by
throwing more and more money at
premature ideas. As Forbes contributor Rob
Asghar puts it, if money is readily available
then companies may cease to innovate and
may never ask themselves, “How can we do
what we need to do without [more] money?”

One might argue that by decreasing or
stopping the producer credits, the speed of
technology adoption and technology
innovation will decrease substantially. Well,
that may be true in the short run, but in the
long run, it forces innovators and investors
to make better conscious decisions and not
be able to gamble with taxpayer’s money.

I am not against the financial aid to the
biofuel industry. My proposal is to repurpose
the financial support by shifting it more
towards R&D and less towards producer
credits. Let’s not forget the mistake of
supporting Range Fuels back in 2007. $156
million of taxpayer’s money was wasted in a
classic mistake of commercializing a
technology before it is ready.
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