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Alternative Fuels as a Military Strategy
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Will shifting the United States military to alterna-
tive fuels reduce casualties and geopolitical threats?
That is what some are contending.! Their answers
focus on two main factors: the material and human
costs of transporting fuel in a battle zone and oil
revenues received by unfriendly regimes. Digging
just a little below the surface shows these argu-
ments to be camouflage for a bright green agenda
that has high costs for the military, both in dollars
and lives.

Argument One: Using Biofuels in Battle
Zomes. Unless a biofuels plan involves soldiers car-
rying camelina seeds and refinery blueprints into
battle, the biofuels would still need to be transport-
ed the same way as petroleum-based fuel—only it
is worse.

In a great irony, the lower energy density of bio-
fuels would require even more of the costly and
dangerous convoys than the petroleum-based fuels.
To match the energy delivered by petroleum-based
diesel, convoys would have to transport 12 percent
more biodiesel.? Replacing gasoline with ethanol is
worse yet, as that swap would necessitate roughly
50 percent more tanker trips.> Clearly, transporting
biofuels in place of petroleum-based fuel increases
cost and exposure in hostile environments.

Argument Two: Refraining from Buying
Petroleum from Hostile Regimes. Another case
for a military biofuels program rests on supposed
geopolitical impacts. Similar arguments are used
for civilian biofuels programs. The argument is that
purchasing petroleum sends revenues to producers

@ B

who fund activities harmful to the U.S. The alterna-
tive/renewable fuels policy seeks to reduce petro-
leum consumption and thereby reduce funding to
unfriendly world actors.

However, programs to reduce American
imports—whether restricted to the military or
applied more broadly—are not likely to have any
effect in the short run and very limited, if any, effect
in the long run. The problem is that U.S. petroleum
imports are about 10 percent of world production
and are expected to be an even smaller fraction in
the future as demand from developing countries
grows.

The U.S. military’s total petroleum consump-
tion is about 360,000 barrels per day, of which
160,000-175,000 barrels fuel Air Force jets. The
Air Force has a target to produce 26,000 barrels
per day of jet biofuels by 2016.* Instead of going
the biofuel route, the Air Force could obtain more
conventional energy. An evaluation of some avail-
able domestic petroleum supplies compared to the
military’s needs is useful.

Permitting one additional well in the Gulf of
Mexico could produce an additional 50,000 bar-
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3,000,000
New QOil Sources and Military Consumption
The U.S. military uses about 360,000 barrels of oil per day, an amount that
could easily be accommodated by tapping into new domestic sources of oil.
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Source: Calculations by the author and the Center for Data Analysis. See footnotes for details.
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rels per day—nearly double the amount of the Air
Forces 2016 biofuels target. One platform (fed by
multiple wells) in the Gulf of Mexico can produce
200,000 barrels of petroleum per day, more than is
used by all of the jets in the Air Force.” Opening just
a fraction of 1 percent of the Arctic National Wild-

by 1 million barrels per day—nearly three times the
total military consumption of petroleum products.
Hydro-fracturing is being used to gain access to oil
in previously discounted onshore oil fields. Some
predict that these fields could generate 3 million
barrels per day within the decade.® (See Chart 1.)

life Refuge could provide access to billions of bar-

\ : : Chart 2 illustrates the revenue impact of the
rels of petroleum and increase domestic production

U.S. cutting its projected imports by 50 percent
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in 2035.”7 Cutting U.S. petroleum
imports in half would reduce OPEC
revenues from $2.3 trillion to $2.1
trillion. Though hundreds of billions
of dollars per year is a large amount

of money, the remaining $2.1 trillion
could fund nearly the same amount $2000 ‘
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of mischief. In addition, exporters
friendly to U.S. interests—Canada
and Mexico, for instance—would
also see their revenues drop 10 per-
cent. Meanwhile, whatever America
might sacrifice to reduce imports
would give China a nearly $60 billion
per year bonus, as its import costs
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Do Biofuels Have a Cost Advan-
tage? Suppose a combined military 50

and civilian biofuels program were to
cut U.S. imports by half, and this led
to a 10 percent drop in the price of oil.
The U.S. could expect to save $19 bil-
lion per year on the 4 million barrels
per day it would continue to import in

How Reducing U.S. Imports Would Affect Middle
Eastern Oil-Producing Countries
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Sources: U.S. Energy Information Administration (EIA), Office of Energy Markets and End
Use, and EIA, Generate World Oil Balance Model (2010).
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2035. However, this $19 billion sav-
ings would be undone completely if
the cost of biofuels were as little as 10 percent above
the price of petroleum. That is, if the 4 million bar-
rels per day of biofuels needed to cut imports in half
had a cost premium of 10 percent, then this higher
cost would be exactly offset by the 10 percent sav-
ings on the equal number of barrels imported.

In fact, the subsidies needed for biofuels pro-
duction greatly exceed a 10 percent premium. Up
through 2009, biodiesel producers received a sub-
sidy of $1 per gallon, which translates to about $42
per barrel, or a 40 percent subsidy.® Even with the
subsidies, biodiesel production was only about 1
percent of domestic consumption.

If biofuels end up costing less than petroleum,
there is no need for subsidies and mandates. That

is how markets work—consumers choose cost-
effective and superior products over other products.
The drive to supply these better mousetraps pushes
entrepreneurs and venture capitalists to invest in
research and development, even though the profits
may come years later.

Note that according to the Energy Information
Administration, the world market for petroleum
will be about $3.5 trillion in 2020. If a lower-cost
biofuel garnered just 5 percent of the world market,
it would still be worth $175 billion per year. That
should be enough motivation for inventors to pursue
truly promising—and cost-effective—technologies.

The Military Must Keep Its Mission First.
The biofuels available today are simply not a smart
option for military use. They require more money
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to transport and do not provide a national security
benefit. Grafting a broader social agenda like “green
energy” onto the military’s mission detracts from its
ability to provide national security effectively and
efficiently. The Pentagon should make the energy
choices that best advance its capabilities for that
critical mission.”

—David W. Kreutzer, Ph.D., is Research Fellow in
Energy Economics and Climate Change in the Center
for Data Analysis at The Heritage Foundation.
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