Indian Directive Slows Biodiesel Production; Producers Decry Mixed Signals
A directive from the Indian petroleum ministry banning the sale of biodiesel as transportation

fuel directly to consumers has forced several manufacturers, already squeezed by a pricing cap,

to slow production. The directive also has renewed calls for a comprehensive biodiesel policy to

decide issues such as pricing, levels of biofuel to be blended with conventional fuel, and

marketing to consumers and petroleum companies.
Biodiesel consists of chemicals known as fatty acid methyl esters that can be used as a diesel

fuel substitute or as a diesel fuel additive. It is typically made from oils produced from

agricultural crops. As with ethanol, another biofuel, biodiesel arguably has lower life-cycle

carbon dioxide emissions than do its fossil fuel counterparts.
In a March 6 letter to the chief secretary of the state of Andhra Pradesh, the Ministry of

Petroleum and Natural Gas stated that under the Essential Commodities Act, “No person shall

sell … any petroleum product or its mixture other than motor spirit or high speed diesel

authorized by the Central Government.” The ministry has made it clear that the right to market

transportation fuel has to be secured from the government.
Biodiesel producers claimed that the directive is arbitrary and counterproductive.

“The rule cited in the letter was meant to check adulteration of fuels,” according to Sandeep

Chaturvedi, director of Gujarat Oleo Chem Ltd. and president of the Biodiesel Association of

India. “The petroleum ministry cannot start taking jatropha oil and peanut oil under its

jurisdiction.”
Producers also claim that the lack of a unified policy is giving mixed signals, forcing them to face

losses from operating below capacity.
“Some years ago, the Union government created hype about biodiesel as an alternative fuel,

after which several state governments announced incentives for jatropha cultivation,”

Chaturvedi said. This led to a large number of businesses being set up, with an investment of

Rs 1,200 crore ($250 million) to farm jatropha on more than 700,000 hectares (173,000 acres),

according to the Biodiesel Association. Daimler-Chrysler selected India to test biodiesel use in

its Mercedes Benz C-class automobiles. Indian Railways leased some of its land to the Indian

Oil Corp. for biofuel plantations, and leading Indian cement maker ACC set up jatropha and

castor tree plantations to produce energy for its own factories.
“But since the letter was issued, nearly all manufacturers, with combined capacity for some

3,000 [metric] tons of biodiesel a day, have suspended production,” Chaturvedi said.

Even before the letter, producers were working below capacity due to a pricing restriction.

Biodiesel manufacturers can charge state-owned oil marketing companies such as Indian Oil

Corp. and Bharat Petroleum Corp. a maximum of Rs 26.50 (55 cents) a liter, which is lower than

the cost of feedstock. The price was set by the Ministry of Petroleum and Natural Gas.
The directive has also stalled manufacturers' plans to set up their own dispensing stations.

Kolkata-based Emami Biotech had secured land for five biodiesel pumps in the states of West

Bengal and Orissa. Hyderabad-based Naturol Bioenergy Ltd. had similar plans for the state of

Andhra Pradesh. Now they must wait for clearance from the central government, which is

expected after a clear-cut policy is put in place.
“The government needs to intervene at a policy level. They cannot ask people to make

[biodiesel] and then not let them sell,” said Chaturvedi.
Biodiesel producers have called for elimination of taxes and duties on their product and

establishment of a guaranteed minimum price for oilseeds they grow for use in biodiesel. They

also back a preference for Indian biodiesel and favor a certification mechanism for blending

biofuels with conventional fuels in conformity with Bureau of Indian Standards specifications.

Meanwhile, environmentalists have said the policy should demand that biofuels be derived only

from non-edible oilseeds grown on waste, degraded, or marginal lands.
The Ministry of New and Renewable Energy, under whose mandate the biofuels policy will fall,

said the policy will be in place with the new few weeks. “The contours of the policy are ready,”

said H.L. Sharma, director in the ministry, “Hopefully it should be through in the coming few

weeks.”
