U.S. ethanol policy: Fact and fiction

This year the U.S. taxpayer will be asked to spend $6 billion dollars in refundable tax
credits (tax credits that provide financial support above what a company would initially
be taxed) on corn ethanol based on the misguided claims that this dirty biofuel benefits the
environment, the economy and energy security. Below we ask questions based on common
assertions that corporate ethanol champions make and answer them with the true facts.

Is ethanol good for the environment?

No. Producing ethanol requires a number of different polluting inputs, such as fertilizers,
water, fossil energy for transportation and powering, etc., in order to grow the feedstock
and refine the ethanol. Between the significant land footprint for increased crop
production for biofuels, the agrochemicals used on the crops, the energy needed to power
farm machinery and the ethanol plant, and the water demand, the environmental impact
of ethanol is significant. Also, EPA’s own data found that on a full life cycle basis, corn
ethanol is worse for global warming than gasoline!!

Do conventional ethanol subsidies benefit family farms?

No. The largest ethanol subsidy is the Volumetric Ethanol Excise Tax Credit, and will
cost the U.S. taxpayers over $6 billion dollars this year.? This subsidy pays oil refiners
to blend ethanol into gasoline. Oil companies such as BP receive significant amounts
of ethanol subsidies — their own website notes that they blended 1 billion gallons of
ethanol in the year 2008%, meaning they could have received some $500 million dollars
in U.S. taxpayer dollars for this action alone. According to the American Coalition for
Ethanol, only 20 percent of the ethanol we use today comes from farmer-owned ethanol
plants.* It is unclear how many of these qualify as small or family farms.

Do conventional ethanol subsidies create jobs?

No. Economists, including ethanol supporter Bruce Babcock at the University of lowa,
have shown that eliminating tax credits for blending ethanol does not really result in a
significant amount of ethanol produced — and therefore, if the credit was eliminated,
it would not result in significant job loss. According to Babcock, if VEETC was not in
effect this year, a little over 400 jobs could be lost in 2011.% In other word, we’re currently
paying out some $6 billion dollars each year for around 400 jobs — at a cost of around
$15 million per job! In addition, rising cost of feed for animal agriculture is resulting in
job losses in the agricultural sector.

Do U.S. ethanol policies reduce oil imports and increase national security?

No. Ethanol policies barely reduce oil consumption. According to Ken Glozer, Former
Deputy Associate Director of the Office of Management and Budget, in 2010 U.S. ethanol
consumption represented less than one percent of the more than 180 billion gallons of oil
imported last year.® On the flip side, increased food prices as a result of competition for
land between food production and fuel production has resulted in global food insecurity
and increasing numbers of hunger riots.”
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Is conventional ethanol a cost-efficient way to reduce oil consumption?

No. The cumulative cost of U.S. ethanol policy born by taxpayers and fuel consumers
1s enormous. In a report for Friends of the Earth, Douglas Koplow of EarthTrack found
that from 2006 through 2022, U.S. ethanol policies will subsidize the corporate ethanol
industry by more than $200 billion dollars.® The Congressional Budget Office found that
it costs taxpayers $1.78 in tax subsidies to displace a gallon of petroleum oil with corn
ethanol — this doesn’t even cover the market costs of the RFS mandate for consumers.?

Will subsidies for conventional ethanol and ethanol pipelines lead to better
biofuels?

No. U.S. biofuel policies are for the large-part supporting a single biofuel: corn ethanol.
Despite decades of rhetorical claims about a burgeoning cellulosic ethanol industry,
according to EIA data, this year, 97 percent of ethanol consumed in the U.S. will be
produced from corn or other starch.! This is likely because we spend billions of dollars
in tax subsidies each year on supporting corn ethanol rather than investing in next-
generation fuels. Likewise, building pipelines from Iowa to the coasts to ship ethanol will
serve primarily to lock in dirty corn ethanol, and lock out cleaner energy alternatives.
Even industry spokespeople have referred to advanced biofuels as “unicorn tears, pixie
dust and other fictional fuels.”!
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