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Response to Oil Industry-Funded Study: 
Independent Review Questions Its Credibility 

 
Background and Overview 
 
An oil industry study released in June 2012 makes apocalyptic predictions about the impact of 
California’s clean energy and climate policies based upon questionable assumptions, 
inaccuracies and significant omissions of publicly accessible data. The study was paid for and 
released by the Western States Petroleum Association (WSPA), an association of oil companies 
whose sole mission is providing access to petroleum. Boston Consulting Group (BCG) conducted 
the study. 
 
WSPA’s study, “Understanding the Impact of AB32,” reinforces the oil industry’s unwillingness to 
invest and respond to the economic and environmental imperatives that drive clean energy 
policy. Not surprisingly, the analysis shows a dismal economic future for oil refiners and the 
state under AB 32’s cap and trade program, the Low Carbon Fuel Standard (LCFS), and the Clean 
Cars and Clean Fuels Outlet regulations.  
 
California’s bipartisan leaders and the public have long supported these policies, which create 
jobs and grow our economy. Innovative business leaders in other economic sectors are doing 
their part to cut carbon pollution: automakers have embraced opportunities to make cleaner and 
more fuel-efficient cars and electric utilities are investing to meet renewable portfolio standards. 
If they can do it, why can’t the oil industry?  
 
The study’s most egregious errors are that it: 
• Assumes oil companies do nothing, and are powerless to innovate or invest. The 

study assumes oil companies won’t comply because they don’t innovate or invest in 
producing clean alternative fuels. And, because they won’t comply, the study’s drastic 
conclusion is that oil companies will refuse to sell fuel products to California – a highly 
unlikely scenario.   

• Counts the costs, but not the benefits of California’s integrated clean transportation 
policies. It ignores $50 billion in oil savings from the LCFS, smarter land-use planning, and 
Clean Cars.i 

• Excludes today’s low-carbon transportation fuels and ignores them in the future. It 
conflicts with a 2010 BCG study that found cellulosic ethanol, “is on the verge of becoming 
cost-competitive with gasoline,” and is, “expected to reach unsubsidized retail-cost parity 
with $3 per gallon gasoline by 2012 to 2015.”ii 

• Excludes today’s alternative fuel vehicles and  ignores them in the future, too. Again, 
it conflicts with a 2010 BCG study that states, “EVs are likely to achieve a 5 to 10 percent 
share of new-vehicle sales by 2020,” and, “under aggressive assumptions regarding battery 
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cost declines or fuel prices, EVs could become economically attractive to more than 20 
percent of some vehicle segments.”iii 

o There are roughly 240 advanced (non-corn or sugarcane-based) biofuel 
companies in the U.S. and Canada today with the capacity of 2.1 billion gallons. 
Hurdles to expansion are related to investment, not technology development.iv  

o Plug-in electric and natural gas vehicles are on the road today and their market is 
growing. Virtually every automaker has introduced or will bring to market within 
the next 2-3 years a plug-in electric vehicle. Hydrogen fuel cell vehicles, which on 
the road today in demonstration numbers, are expected to enter the market in the 
2015-2020 timeframe. 

• Claims the carbon market will be subject to extreme volatility; implies Enron-style 
fraud. In one scenario, it assumes a carbon price of $150/ton, which is more than double 
the ceiling price built into California’s AB 32 cap and trade rule. 

• Not transparent; not peer-reviewed. Dr. Charles F. Mason, True Chair in Petroleum and 
Natural Gas Economics in the Dept. of Economics and Finance at the University of 
Wyoming, commented that the study’s assumptions and calculations are, “neither 
transparent nor disclosed,” “either inaccurate or are strategically mischaracterized in an 
attempt to yield a particular modeling result,” and that the study, “yielded inaccurate or 
exaggerated results that overestimate overall regulatory costs and underestimate overall 
benefits.” 

 
Independent Review Questions Credibility of Study 
 
To look more closely at the WSPA/BCG study, the California Business Alliance for a Green 
Economy engaged TIAX, LLC, a California technology development and consulting firm, to do an 
independent review. The independent review of the WSPA/BCG study, which was not peer-
reviewed before its release, found that its assumptions were cherry-picked to build a one-sided 
case against California’s clean energy policies.  
 
Here are some of the key findings of “Review of the Boston Consulting Group ‘Understanding the 
Impact of AB 32’ Report” (October 2012) by TIAX, LLC: 
 
• TIAX found that the WSPA/BCG study made a combination of incorrect assumptions 

that created a worst-case scenario for California where no business or economic 
activity, or jobs from fuel production, are generated in the state. Simply put, it considered 
high-cost scenarios – but not benefits. 
o It ignored the job and economic benefits to California from new fuels such as electricity, 

hydrogen, and natural gas that are produced, transported, and dispensed by California 
utilities and companies.  

o It created a somewhat dubious scenario around E85 (Ethanol 85 percent) and then 
highlighted only its costs while completely ignoring the $2.8 billion investment and 
44,000 full-time equivalent (FTE) jobs that would be created by building its refueling 
infrastructure. 
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o It ignored broader economic benefits of California-based car companies such as Tesla, 
and of auto dealers selling new vehicle technologies. 

 
• TIAX found that the WSPA/BCG study overstated the cost and cost range of carbon 

credits and ignored the effect carbon offsets would have on the average 
credit/allowance price.   
o BCG assumed carbon prices of up to $150 per ton, which is four to five times higher than 

the Reuters-forecasted carbon price of $30 to $35 per ton. This assumption acts as a 
multiplier in BCG’s model and overstates the potential costs of purchasing carbon credits.   

o BCG assumed the LCFS would increase fuel costs $0.33 to $1.06 per gallon, an assumption 
that implies an LCFS allowance price of $275 to $883 per ton in 2020. The more widely 
estimated LCFS allowance price of $25 per ton translates to $0.03 per gallon. 

 
• TIAX found that the WSPA/BCG study assumed imported sugarcane ethanol would be 

the only alternative fuel available. This significant flaw skewed the economics and is 
wrong: California renewable fuels companies and electric utilities are already producing 
other innovative fuels, and are also working on a suite of technologies for the future. Even 
today, at least 15 low-carbon corn ethanol fuel pathways meet the 2020 LCFS carbon-
intensity goal. 
 

• TIAX found that the WSPA/BCG study completely ignored the role of alternative 
transportation fuels including electricity, natural gas, and hydrogen in the LCFS 
credit market. Each of these sectors is participating in and has expressed support for the 
LCFS.  
 

• TIAX found that the WSPA/BCG study ignored the significant impacts AB 32, the LCFS, 
and standards for low-emission and zero-emission vehicles are expected to have on 
reducing the demand for petroleum. These policies already serve as market drivers for 
investors, who are heavily investing in clean technologies in California. 
 

• TIAX found that the WSPA/BCG study did not use a baseline case. As a result, there is no 
way of knowing if the report’s negative conclusions can be blamed on AB 32’s cap and trade 
program and the LCFS or if the same conclusions could be drawn in the absence of AB 32 
and the LCFS. 

 
• TIAX notes that the WSPA/BCG study used its own proprietary “black box” refinery 

model, which does not allow the review of important assumptions and costs projections. 
 
                                                      
i Calculated from http://www.resource-solutions.org/pub_pdfs/Shockproofing%20Society.pdf; 
http://www.arb.ca.gov/cc/scopingplan/scopingplan.htm; 
ii http://www.bcg.com/media/PressReleaseDetails.aspx?id=tcm:12-65301 
iii ibid 
iv Advanced Biofuel Market Report 2011 
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