Exxon Retreats from Major Climate Effort to Make Biofuels from Algae
by Ben Elgin and Kevin Crowley
Feb. 10, 2023 (greatly abridged) – After advertising its efforts to produce environmentally friendly fuels from algae for over a decade, Exxon Mobil Corp. is now quietly walking away from its most heavily publicized climate solution.
Exxon has slashed its support for Viridos Inc., a biotech company based in La Jolla, California, that operated as the oil giant’s key technical partner since it began its algae push in 2009.  With Exxon funding drying up and difficulty finding other backers, the biotech firm laid off 60% of its staff on Dec. 27, according to Viridos executives. The biotech company said it is still moving forward with algae research.
Exxon, meanwhile, has also halted funding for a multi-million-dollar algae project at the Colorado School of Mines at the end of last year, after supporting the work for 8 years.  Another Exxon-backed venture with the National Renewable Energy Laboratory is set to end within weeks.
Exxon confirmed that it’s pulling back on funding for algae, in favor of other technologies now being worked on by its Low Carbon Solutions division.  “At this point, we have other programs that are ready for deployment,” said Vijay Swarup, Exxon’s senior director of technology who ran algae research.  “We need to get on the deployment curve for carbon capture, for hydrogen, for biofuels.  Algae still needs some more work.”
It’s a remarkable shift for Exxon.  The allure of biofuels made from algae is that they would potentially generate less than half the emissions of petroleum. The production and use of Exxon’s oil and gas ultimately generates about 630 million tons of heat-trapping gases each year, nearly equal to the carbon footprint of Canada. For years, the green goop has been prominently featured as a climate-friendly possibility in television ads and investor presentations.
Exxon is retreating from algae despite a smashing financial performance last year, in which it posted a record-breaking $59 billion in profits.  And it comes just as the algae research has shown significant progress.  Viridos and Exxon achieved significant improvements in recent years, including a 7-fold increase in the productivity of algae grown in outdoor ponds, according to Viridos Chief Executive Officer Oliver Fetzer.
Algae has long played an intriguing role at Exxon....  As criticism poured in, Exxon frequently held up its algae efforts as one significant piece of evidence that it was serious about climate change and discovering cleaner forms of energy.  “They’ve been trying to create the impression that they’re part of the solution, when they’re certainly not,” said Robert Brulle, a visiting professor at Brown University who has studied the promotional activities of the fossil fuels industry.
All told, the company spent more than $350 million dollars trying to develop biofuels from algae, which was more than double what the company spent on algae advertising, spokesman Casey Norton said.
While recent progress with Viridos was significant, Exxon is prioritizing other low-carbon solutions — including spending billions of dollars on carbon capture and storage — because it remains extremely challenging to produce large quantities of algae biofuels at a profit.  Exxon will invest $17 billion over the next 5 years on initiatives that will lower emissions and help achieve its goal of eliminating emissions from its operations by 2050.  “Our objective is to commercialize technologies,” said Swarup.  “We still have a healthy portfolio of R&D programs in the lower-carbon space.”
Exxon’s flight from algae marks yet another blow in a decades-long quest to generate cleaner fuels from the aquatic organisms.  The potential has long enchanted everyone from scientists to venture capitalists to oil majors.  Algae is extremely efficient at turning sunlight and CO2 into lipids, which can then be extracted and processed into biofuels.  Since it grows in brackish water and doesn’t require arable land, algae doesn’t compete with food crops, unlike corn grown for ethanol.
“If you just look at the rate that algae converts photons and CO2 into stuff that you can burn, they crush anything else on the planet,” said Stephen Mayfield, director of an algae biotechnology lab at University of California San Diego. 
But cultivating huge quantities of algae in a way that can compete economically with fossil fuels is incredibly daunting.  Dozens of companies have tried and failed.  Shell, for instance, launched an algae biofuels joint venture in 2007 and then sold its stake 4 years later.  Efforts by Chevron and BP didn’t yield big breakthroughs. Meanwhile, numerous startups, including Algenol and Sapphire Energy, pivoted away from biofuels to focus on turning algae into specialty products like cosmetics and pet-food additives.  Viridos has become one of the only companies remaining. 
“It’s still too expensive to grow for fuel,” said John McGowen, director of operations at the Arizona Center for Algae Technology and Innovation at Arizona State University....
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