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[bookmark: _Toc478677649]Executive Summary
Domestic policies in the country are scanned and reviewed to analyze the regulatory environment that governs the biofuel energy sector in Fiji. The assessment focuses on identifying policies and regulations that have implications for the biofuel energy programme. 
[bookmark: _GoBack]The relevant policies/regulations are identified through a preliminary scanning of policies of concerned ministries and departments. The biofuel energy linked processes (e.g. biofuel feedstock production, processing, procurement, sales and usage) have been considered for selecting policies/regulations for analysis. 
The biofuel specific policies are divided into two broad categories for analysis-
1. Policies specifically designed to support biofuel programme 
2. Generic policies having influence on biofuel programme
The policy analysis focuses on (i) Main features of the policies, (ii) Implications on the transport sector, (ii) Gaps in the existing policies and (iv) Policy conflicts.
Based on the analysis, its concluded that specific policy measures are to be designed and adopted to develop and govern the biofuel energy   sector in Fiji.
In order to identify suitable and relevant policies (and associated strategies) for the country, recommendations are prescribed based on the sectoral analysis and global experiences with biofuels.
The recommended policies for the country are defined and described under four broad categories:
1. A conducive environment for the development of biofuel industry in the country
2. Policies to Influence biofuel usage
3. Establishment of pro-poor biofuel feedstock supply chain 
4. Developing an environmentally sustainable biofuel industry

Required enabling policies, specific policy ingredients and logic for such suggestion is explained.
iv

1 [bookmark: _Toc369638070][bookmark: _Toc476481259][bookmark: _Toc478677650]                                      Policy analysis
[bookmark: _Toc476474324][bookmark: _Toc476474509][bookmark: _Toc476474693][bookmark: _Toc476481260]
1.1 [bookmark: _Toc478677651]Biofuel sector policies and regulations 
Domestic policies in the country are scanned and reviewed to analyze the regulatory environment that governs the biofuel energy sector, including processes and functions around biofuel feedstock production, feedstock extraction, biofuel processing-refining and usage (including retailing). 
The assessment focuses on identifying relevant policy components and associated regulations that can help make or break biofuel energy programme. Most importantly the analysis focuses on defining boundaries of different policies providing guidance on sector imperfections that need to be addressed through policy guidance.
The steps followed to review of policy, regulatory environment include:
1. Mapping and identifying biofuel energy sector relevant domestic policies and regulations,
2. Review and analysis of policies/regulations, considering their appropriateness in governing the biofuel sector,
3. Gap analysis: Identifying aspects of biofuel sectors that are not governed by the current set of policies.
[bookmark: _Toc478677652]Identification of policies and regulations
The relevant policies/regulations were identified through a preliminary scanning of policies of concerned ministries and departments. The biofuel energy linked processes (e.g. biofuel feedstock production, processing, procurement, sales and usage) were considered for selecting policies/regulations of interest.  Further, discussions with stakeholders were carried out to zero-in on all relevant policies, various regulations and national action plans and programmes that are connected (directly or remotely) to biofuel energy sector in the country. 
The following policies have been evaluated to analyze their role in governing the biofuels energy sector and their possible impacts on the performance of the biofuel mills. The logic for selecting these policies/regulations is also explained.
[bookmark: _Toc476481530][bookmark: _Toc478677698]Table 1: Biofuel programmes in the country- Policies and regulations 
	Policy 
	Ministry/department 
	Connect with biofuel energy in the country

	Fiji fuel standards
	Ministry of Industry and Trade and Tourism 
	The Ministry of Industry, Trade and Tourism (MITT) promulgates the Fiji fuel standards.  for the transportation sector. The fuel specifies biodiesel as the bio-component in blended diesel fuel for vehicles. 

	Support price for Copra 
	
	Minimum procurement price for copra is prescribed to safeguard farmer’s interests in the country

	Draft National Energy Policy 2014-20[footnoteRef:1]  [1:  Policy awaiting approval by cabinet] 

(Petroleum and biofuels chapter)
	Department of Energy 
	The policy promotes the use of biofuel in the transport sector. The policy also prescribes for fuel standards, energy security and environmental friendly measures for the fuel used in the country. 

	Section 7 of the Commerce Commission Decree 2010
	Fiji Commerce Commission
	Regulation of pricing of public utilities and price controlled items. 
Specific to biofuel programme, the market price of petroleum fuel is fixed by the commission.

	Customs Act No.11 of 1986 Revised in 2010
	Revenue and Customs Authority
	Mainly because it controls the inflow of vehicles and machinery in the country.

	Land Transport Act 1998[footnoteRef:2] [2:  Land Transport Act 1998 (document)] 

	Ministry of Works Transport & Public Utilities
	Mainly because this act prescribes the type and standard of fuel and fuel systems to be used by motor vehicles and emission standards for motor vehicles.

	Fiji Shipping Franchise Scheme
	Ministry of Works Transport & Public Utilities
	Transportation cost subsidy keeps the landed cost of petroleum fuel low (as maximum authorized general cargo freight rates are prescribed)

	Fiji Green Growth Framework (2014)
	Ministry of Strategic Planning
	Promotes use of biofuel for land transport in Thematic Area 8: Sustainable Transport
Promotes development of a national Biofuel Strategy Framework, review of current biofuel standards and development of a Biofuel Act in Thematic Area 7: Energy Security.

	Environmental Management Act (EMA) 2005
	Department of Environment (DoE)
	Mainly due to the reason that it governs any activity or undertaking likely to alter the physical nature of the land in any way (includes the construction of buildings or works)

	Climate Change Policy (2012)
	Climate Change Unit within the Ministry of Foreign Affairs and International Cooperation (MFAIC)
	Mainly due to the fact that the policy defined mitigation and adaptation approaches. The biofuel programme results in sequestration as well as mitigation (renewable energy in the electricity and transport sector).
Agriculture based interventions and sugarcane specific guidelines.

	Fiji Forest Policy (2007)
	Ministry of Fisheries & Forests
	Role of forestry in creating a sustainable rural environment, employment and income opportunities[footnoteRef:3]. [3:  http://theredddesk.org/countries/policies/fiji-forest-policy-statement] 


	Rural Land Use Policy (2005)[footnoteRef:4]  [4:  http://theredddesk.org/countries/policies/rural-land-use-policy-2005-fiji] 

	-
	An overarching policy that governs rural land use to achieve poverty alleviation goals of the country.


[bookmark: _Toc412649618][bookmark: _Toc425473327][bookmark: _Toc428199355]
1.2 [bookmark: _Toc478677653]Review of policies and regulations
In the following section the policies/regulations that influence the biofuels energy sector are analyzed to understand the policy clarity and limitations with respect to biofuel energy. 
The various features of existing policies and regulations are identified under the four broad processes of biomass sector management; these include biofuel feedstock production, biomass extraction (for processing) and processing, biofuel energy marketing and usage. In addition, policy conflicts and policy gaps too are highlighted.
[bookmark: _Toc412649619][bookmark: _Toc478677654]Main features of the existing policies and regulations[footnoteRef:5] [5: Details on relevant policies/regulations and actions plans is provided in Annexure-ii] 

Biofuel feedstock production in the country is governed by multiple policies/regulations. Since agricultural, forestry and agro-forestry products, byproducts and residues could be used as feedstocks for biofuel production in Fiji (Voegele, 2011), hence policies that govern the agriculture and forestry are applicable for biofuel feedstock production as well (depending on land type that is used for growing biofuel feedstock).
The energy sector in the country is guided by the National Energy Policy (NEP). The work of the Department of Energy shapes the energy programmes in the country. Specific to renewable energy, the stated objective of NEP is to conduct research, promote and utilize renewable energy options in the country.
The renewable energy strategy for the country has set ambitious target of achieving 90% renewable energy goal for the country. The sector specific goals are not set, but specific to biofuel sector, fuel standards have been defined. The only standards for renewable energy that have been accepted by Government thus far are standards for bio-fuels (E-10 and B-5 biofuel standards). These voluntary standards accepted by Cabinet in 2011 and form the basis for bio-fuel blending and sale (ECAL, 2013).
Fuel pricing, which also has implication on blended fuel pricing, is governed by Commerce Commission (CC) in the country. Established under Section 7 of the Commerce Commission Decree 2010, the commission is responsible for fair trade practices in the country. Further, policy also regulates the pricing control of public utilities and price controlled items[footnoteRef:6]. Periodic prices are released for retail and bulk sales (the price indications are region specific where geographic boundaries are clearly defined)[footnoteRef:7]  (Fiji Commerce Commission, 2012). [6:  http://www.commcomm.gov.fj/category/price-control-order/]  [7:  http://www.commcomm.gov.fj/wp-content/uploads/2015/04/Fuel-Price-Control-Order-April-2015.pdf] 

The commission reviews the fuel pricing in the country (this is based on components in the agreed ‘Fiji Fuel Pricing Template (FFPT)’. The prices are communicated to Minister for Industry, Trade and Commerce for approval and Gazette notified (Fiji Commerce Commission, 2012).
The biofuel feedstock production and biofuel production is regulated for environmental performance of the operations. The Environmental Management Act (EMA) 2005 provides the framework that ensures sustainable land and water resource management in the country. 
The Government’s strategy to curb petroleum imports has been to encourage the development of indigenous local energy resources and investigate the potential to replace fuel imports with locally produced biofuels. There are incentives extended to the biofuel programme in the country. The incentives are in the form of concessions on the duties that are levied on the inputs and tax breaks to support investment in the biofuel sector. The diesel which is used for blending with biodiesel has a duty of only $0.05/L compared to the normal duty of $0.18/L. Concession of $0.13/L is provided. Also there is a 10 year tax holiday is available to a taxpayer undertaking a new activity in processing agricultural commodities into bio-fuels (Nakavulevu, Promoting Renewable Policies in Fiji).
Biofuel usage in the country is not governed by any policy. Although there are blended fuel regulations in the country but the production of biofuel has not yet attained the stage where it can be introduced at the commercial retaining outlets. Hence the absence of regulation to promote blended fuel usage. 
[bookmark: _Toc428199356][bookmark: _Toc478677655]Policies supporting biofuel option in transport sector
The Fiji Biofuel programme rationale is drawn from the strategies and goals suggested in the proposed National Energy Policy (2013), Green Growth Framework and the National Climate Change Policy.
Fiji plans to shift from conventional fossil fuel energy sources (for which country completely relies on imports) towards renewable energy sources.
Currently the country has not defined the scope or policy for the biofuel programme but has in place a renewable energy plan which is articulated in various policy and strategy documents. 
The proposed National Energy Policy has defined renewable energy targets for the country to reduce petroleum fuel dependency in the country. The policy has set targets for adding renewable energy supplies to the total energy demanded by the country. Further, the Green Growth Framework proposes of bringing down the total fuel used by the road transport sector (by 22% of the baseline). The proposal is to improve vehicular fuel efficiency and develop and demonstrate alternative fuel sources for land transport (Ministry of Strategic Planning, 2014).
[bookmark: _Toc427528380][bookmark: _Toc427534127][bookmark: _Toc478677699]Table 2: Targeted reduction in share of imported oil used in transport sector
	Year
	2010
	2020
	2030

	Proposed percentage of imported oil used in land transport sector
	42% (Baseline)
	32%
	22%


Further, the Sustainable Energy for All (SE4ALL) report (which is endorsed by the cabinet) proposes the use of biofuel. SE4ALL summarizes the biofuel targets for the whole economy (use of biofuel in the land transport sector is not defined). The biofuel programme goals are defined as biofuel replacing the liquid fuel in the country  (DoE, 2015).
[bookmark: _Toc427528381][bookmark: _Toc427534128][bookmark: _Toc478677700]Table 3: Biofuel targets for Fiji  (DoE, 2015)
	Year
	2011 (Baseline)
	2015
	2020
	2030

	Percentage of biofuel consumption in total liquid fuel supply
	0%
	0.76%
	1.11%
	2.37%


The strategies for climate change mitigation pronounced in the Climate Change Policy of the country is to integrate climate change issues in national planning, budgeting and implementation processes. With particular focus on biofuels, the policy emphasizes on assessment and utilization of appropriate renewable energy including biofuel to reduce vehicular emissions (Government of the Republic of Fiji, 2012).
This demands for exploration of non-conventional energy sources to meet fuel demand of the transport sector. Promotion of biofuels as energy option for transport sector thus becomes important for achieving the goals set in the National Energy Policy. Also, biofuel programme will help in introducing greener fuel which will help achieve the goals set in the National Climate Change policy.
In this context, the proposed National Biofuels Policy provides the framework for the development of bio-diesel and bio-ethanol programme. The biofuel policy for the country is guided by the socio-economic context of the country and takes lessons from the biofuel programmes implemented domestically and internationally.
The country has plan to introduce biofuel consumption in the country and target is to replace approximately 2.37% of the liquid fuel by biofuels (DoE, 2015).
The biofuel specific policies can be divided into two broad categories:
1. Policies specifically designed to support biofuel programme 
2. Generic policies having influence on biofuel programme
[bookmark: _Toc476481261][bookmark: _Toc478677656]Biofuel project specific policies in the country
Fossil fuel duty exemption: There are two sets of incentives offered to the biofuel programme in the country. The first set of incentives is in the form of concessions for the fuel that is used by the biofuel mills to produce blended fuel. In comparison to a regular FJD 0.18/litre duty, the diesel that is diverted to biofuel programme attracts a duty of FJD 0.05/L. 
Tax break: A 10 year tax holiday is available for entities that process agricultural commodities into bio-fuels (Nakavulevu, Promoting Renewable Policies in Fiji).
[bookmark: _Toc476481262][bookmark: _Toc478677657]Generic policies having influence on biofuel programme
Fuel pricing policy: The Commerce Commission Decree (2010) regulates the fuel prices in the country. The ‘Fiji Fuel Pricing Template (FFPT)’ is applied to decide on the periodic fuel prices and accordingly is notified by the Minister for Industry, Trade and Commerce. (The price variations are defined by regional boundaries).
Feedstock prices: The country has agriculture product support pricing. Procurement prices are prescribed for copra and sugarcane, which is basically minimum procurement price the buyer can offer (there is no upper limit to the procurement price).
Fiji Shipping Franchise Scheme: Through the shipping scheme, the government controls the freight and passenger fares and freight rates in the uneconomical routes. This subsidy helps contain the prices of goods and services in the islands.
[bookmark: _Toc412649620][bookmark: _Toc425473328][bookmark: _Toc428199357][bookmark: _Toc478677658]Gaps in the existing policies/regulations
Policy assessment framework:
The biofuel sector policies are analyzed using a 4x4 matrix. The aspects of policy that are captured in the policy assessments are (i) Biofuel feedstock production, (ii) Biofuel feedstock processing, (iii) Biofuel production/processing, and (iv) Biofuel standards and retailing.
[bookmark: _Toc427528382][bookmark: _Toc427534129][bookmark: _Toc478677701]Table 4: Polices Policy/Regulatory mapping of biofuel sector in Fiji
	
	Biofuel feedstock production
	Biofuel feedstock processing
	Biofuel  production/processing
	Biofuel standards & retailing

	Fiscal/ financial incentive
	-
	Tax incentives exist 
	Incentive system exists
	-

	Financing support
	-
	-
	Incentive system exists
	-

	Technology development and deployment
	
	-
	-
	-

	Environmental externalities management
	The national forest management policy has provision for sustainable management of forests
	-
	Environment Management Act governs the production processes

	Fuel usage related externalities are not managed

	Quality standardization
	-
	-
	
	Fuel standards exist
The country has not specific the fuel standard to be followed( as blended fuel is not retailed)

	Pricing
	Feedstock prices for selected crops  are regulated (e.g. Copra and sugarcane)
	-
	-
	Fuel price control exists in the country



Although there are multiple policies existing that govern certain aspects of biofuel sector in the country, there are some concerns which are not addressed by any of the existing policies/regulations, these include:
Biofuel feedstock production- The incentive mechanism to support biofuel feedstock production does not exist. Also quality aspects (e.g. productivity) are not regulated. Further, there are no provisions for managing/controlling the prices of the feedstock (which may be required to rule out exploitation of farmers). 
Biofuel feedstock processing: No policy directive to govern aspects linked to biofuel feedstock processing in the country. There are biomass processing projects, but these initiatives by design are project driven.
Biofuel production/ processing: The country policies don’t support technology development support (although deployment support exists). Further, quality standardization of the fuel produced at this stage is not regulated. But any fuel to be retailed by any company is regulated by the DoE. 
Biofuel usage: There is no policy in the country to motivate or govern technology usage or technology standards of biofuel end use. The current approaches and programmes around biofuel end use are often project driven and not specific to transport sector.  
1.3 [bookmark: _Toc412649621][bookmark: _Toc478677659]Conflicting policies/ regulations
Generally, there are no conflicting policies that could be identified. But there are certain policy and project specific aspects activities that could create conflicting situations:
Pricing control (for retailing of fuel) may demotivate the investors as the prices of blended fuel will depend on the choice of the biofuel feedstock. A price cap on blended fuel may favor certain biofuels which are cheap to produce. Further, regional variance in biofuel feedstock production will need to be incorporated in the retail price of the blended fuels.
1.4 [bookmark: _Toc412649622][bookmark: _Toc425473329][bookmark: _Toc428199358][bookmark: _Toc478677660]Conclusion 
Multiple government departments and institutions, bound by varying mandates are responsible for management of various aspects of the biomass (and biomass energy) sector.
It is clear from the policy analysis presented in the chapter and the sector mapping for gaps and conflict analysis (presented in previous section) that the biofuel sector in the country is loosely governed. There are issues that do not come under the scope of any of the existing policies, viz. technology aspects, product quality, processing, technology development etc. 
In order to develop biofuel policy for the country, it will be imperative to address the sector gaps and provide for motivations to support the sector growth.



2 [bookmark: _Toc478677661] Proposed legislations to support biofuel programme
The biofuel sector analysis and policy evaluation indicates that policy measures are to be designed and adopted to develop and govern the biofuel energy[footnoteRef:8]  sector in Fiji. [8:  In this document, only biodiesel and ethanol as biofuel options are considered ] 

In order to identify suitable and relevant policies (and associated strategies) for the country, recommendations are prescribed based on the sectoral analysis and global experiences with biofuels.
The snapshot of the identified policy options is presented in table below.
[bookmark: _Toc478677702]Table 5: Identified policy options for biofuel sector in Fiji
	
	Biofuel feedstock production
	Biofuel feedstock processing
	Biofuel  production/ storage and transportation
	Biofuel blending-  retailing and usage

	Fiscal/ financial incentive
	Incentives to support biofuel feedstock crops/ plantations
	Incentives to support feedstock processing
	Support to industries in transition to meet biofuel compatibility 
	Subsidy support to maintain price competitiveness of blended fuel

	Financing support
	Financial instruments to support feedstock production 
	Financial instruments to establish feedstock processing units
	Financial instruments for retrofitting, repairs etc.
	-

	Technology development and deployment
	Harvesting technology and quality of feedstock  
	Improved biofuel processing technology (at the farmer level) to improve economic performance
	Identification of blended fuel compatible technology options for the petroleum industry
	Identification of blended fuel compatible technology options for refilling

	Quality standards
	Introduction of improved crop varieties 
	-
	Biofuel quality standards 
	Blending standards

	Pricing
	Minimum support price/ assured market for produce
	Minimum support price for processed feedstock
	-
	Subsidy support to ensure competitive pricing of blended fuels

	Environmental externalities management
	Sustainable harvesting guidelines 
	Sustainable processing guidelines
	( No suggestion: Environment Management Act governs the production processes)
	Emission standards for vehicles


The identified policies cannot operate in isolation but have to be linked to broad national level development and welfare goals. The matrix based approach of mapping policy options (refer to Table 4) helps club multiple programme dimensions and develop a sectoral development focused policy initiative.
The identified policies cannot operate in isolation but have to be linked to broad national level development and welfare goals. The matrix based approach of mapping policy options (refer to Table 3) helps club multiple programme dimensions and develop a sectoral development focused policy initiative. 
In general, the policy set identified for Fiji can be categorized under four policy outcomes:	
1. A conducive environment for the development of biofuel industry in the country- The existing policies support the industries in the country, since biofuel industries will require specific targeted support, hence the proposed policy prescribes special targeted support for the biofuel industry in the country.
The policy options that are proposed for Fiji include:
· Enabling policy to attract investment into biofuel production
· Establish support system to attract investment into biofuel feedstock production
· Establish support system to improve biomass production efficiency
Logic: The country has high dependency on imported petroleum fuel. The country has plans and targets for introduction of renewable in the country’s energy mix. In order to introduce renewable energy in the transport sector, biofuel industry needs to be developed. Across the globe, biofuel industry has evolved with heavy support from the local government. Fiji has though witnessed some progress on the biofuel feedstock production front, but action around biofuel production and retailing are not initiated. To induce private sector participation in biofuel programme, direct government support is envisaged.
2. Policies to Influence biofuel usage : Three dimensions of policy interventions are identified for Fiji, 
· Adopt biofuel standards for the country
· Introduce vehicle engine specifications to improve vehicle compatibility for blended fuel 
· Support to establishing blended fuel delivery mechanism in the urban and rural markets
Logic: The inefficient use of petroleum fuel has associated health, economic and environmental consequences. The poor engine performance results in consumption of fuel that is higher than the actual requirement. Introduction of blended fuel will not only reduce the consumption of transport sector fuel demand but also improve the engine performance and help bring down vehicle associated air pollution.
3. Establishment of pro-poor biofuel feedstock supply chain to augment rural income and reduce poverty. Following policy recommendations are made:
· Enabling policies to engage rural households in biofuel feedstock supply chains
· Addressing food-fuel concerns
· Establish market based yet community centric feedstock pricing mechanism
· Enabling policies to ensure sustainable demand for biofuel feedstock in the country 
Logic: Rural Fiji is marred with high incidence of poverty. The feedstock for biofuel programme will originate in land that lies in rural areas. By engaging rural community in supply chains of processed/semi-processed biomass not only economic gains for the rural poor can be ensured but also energy security of the country can be enhanced (Fiji imports 100% of fossil fuel).
4. Developing an environmentally sustainable biofuel industry is necessary as the biofuel programme is based on the premises of generating a clean energy resource. The suggestion for the country is to:
· Introduce environmental externalities standards for biofuel industry
Logic: The biofuel supply chain has to be based on the environmental sustainability principles and should be designed with principles to reduce the GHG emissions associated with the programme. Internationally biofuels originating from non-sustainable sources are not acceptable by many developed nations.
[bookmark: _Toc412649685]There is another important dimension to having environmental sustainability aspect integral to the biofuel programme, since one of the major economic activity in the country is international tourism, hence an industry based on environmental sustainable principles will help preserve the local ecology critical to attract tourists.
In the following section, various policy ingredients and indicative strategies are described against each of the four biofuel policy goals.
2.1 [bookmark: _Toc426934165][bookmark: _Toc478677662]conducive environment for the development of biofuel industry in the country 
Policy 1.1: Enabling policy to attract investment into biofuel production
Policy ingredients:
· Developing a market for biofuel in the country through introduction of blended fuel in the economy with clear long term goals set for share of renewable-mix in the land transport sector;
· Support for biofuel exports to ensure demand for biofuel produced in the country;
· Targeted subsidy support and tax benefits to biofuel producers to attract investment;
· Using targeted subsidies and tax breaks to ensure market price of blended fuel remains similar conventional gasoline and diesel prices;
· Research and development services to be offered by the state actors to the biofuel industry
Policy 1.2: Establish support system to improve biomass production efficiency 
Policy ingredients: 
· Advanced practices for biofuel feedstock production: Propagation of high yield feedstock varieties that match with the policy goal, i.e. biofuel feedstock suitable for making bio-diesel/bio-ethanol  (Especially applicable for species grown by communities).
2.2 [bookmark: _Toc426934166][bookmark: _Toc478677663]Influence biofuel usage
Policy 2.1   Biofuel standards for the country
Policy ingredients:
· Introduce biofuel standards: Adopt an acceptable biofuel standard (for bio-ethanol and bio-diesel) for the country that is to be abided by the biofuel producers. 
Indicative strategies:
· Identify biofuel standards that’s acceptable to the vehicle manufacturers,
· Expand Research and Development facilities in the country to support the industries in achieving the prescribed standards (for biofuels)
Policy 2.2 Vehicle engine specifications to improve vehicle compatibility for blended fuel 
Policy ingredients:
· To regulate import of biofuel compatible vehicles: All the vehicles imported by the country after pronouncing of the biofuel policy should abide by the compatibility standards set by the biofuel-policy in order to achieve desired objectives set for biofuel programme.
· Vehicle engine standards and labeling: A labeling system should be introduced to indicate the blended fuel tolerance limits of the vehicles. This would be required to help vehicle buyers make smart choices. 
· To provide technical, subsidy/financial support to retrofitting industry: In order to facilitate transition (towards blended fuel regime) of existing vehicle fleet, domestic car repair industry would require handholding support from the government.
· Testing vehicles compatibility: Vehicle’s engine performance rating is highly technical and specialized service. The road transport authority will have to tie up with technical institutions (within the country or outside) to develop such facility. Although this is a costly option, but to test engine’s performance in terms of energy and emissions, this would be essential.
Policy 2.3: Support to establishing blended fuel delivery mechanism in the urban and rural markets
Policy ingredients:
· Smart subsidies to reduce equipment cost/ retrofitting cost to make existing fuel supply chain compatible with the blended fuel: The subsidies should be designed to ensure that transition cost of adjusting with the biofuel programme does not delay private companies participation in the biofuel programme. Targeted subsidies on material and equipment can be designed to help private oil companies in transition towards biofuel programme.
2.3 [bookmark: _Toc426934167][bookmark: _Toc478677664]Establishment of pro-poor biofuel feedstock supply chain to augment rural income and reduce poverty
Policy 3.1:   Enabling policies to engage rural households in biofuel feedstock supply chains
Policy ingredients: 
· To support rural enterprises on biofuel feedstock processing (technology and capacity building): The policy should address the technology gap issues around biofuel feedstock production in the country. This would require identifying/developing processing technology that matches with the local context, i.e. it’s low cost, easily serviceable so that it can perform in rural setting.
· Creating enabling regime to help promote rural enterprise (financing and tax benefits for poor): Rural enterprise support mechanism will have to be created to help develop a successful enterprise around biofuel feedstock processing.
· Create enabling environment to foster community-private partnership to establish successful processed biofuel feedstock supply chain: Private entities should be encouraged to partner with rural enterprises to develop sustainable supply chains. The user-supplier interface would help improve economics and reduce uncertainties (quality-quantity demanded, pricing and timing) around the biofuel feedstock supply chain.
Policy 3.2: Addressing food-fuel concerns
Policy ingredients: 
· Non-diversion of agriculture land for growing non-food species
· Not-diversion of critical agriculture produces for non-food purposes.
Policy 3.3: Establish market based yet community centric feedstock pricing mechanism
Policy ingredients: 
· Establish a differential and transparent pricing mechanism for procurement of processed/ semi processed/non-processed biofuel feedstock (open to state scrutiny to safeguard community interests) with quality variable inbuilt in the price setting,
· Ensure price fairness and equity when community-industry enters into long term contractual arrangements.
Policy 3.4: Enabling policies to ensure sustainable demand for biofuel feedstock in the country 
Policy ingredients: 
· Introduction of blended fuel mandate for the country ( see details in Policy 2.1 )
· Policies to support export of biofuel (after meeting domestic biofuel requirement).
2.4 [bookmark: _Toc426934168][bookmark: _Toc478677665]Developing an environmentally sustainable biofuel industry
Policy 4.1: Environmental externalities standards for biofuel industry
Policy ingredients: 
· Establishing sustainability guidelines (stringent but not discouraging) for biofuel feedstock production and harvesting
· Establishing environmental externalities management guidelines for biofuel producers, and biofuel supply participants.
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