Trevor M. Lashua
PA 395 – Energy Policy

2nd Paper – June 10th, 2004

A Political Analysis of Ethanol in the American Energy Policy Debate.


Ethanol is one of the most well-known of the “renewable” fuels because it offers a chance for Americans to benefit without many substantive changes in lifestyle. Bills are drafted annually, as Senators, Congressmen, Governors, and others stand up in front of crowds and tout the benefits of an alcohol that can be used as a fuel. Numerous tax incentives, tax credits, and subsidies (in the form of grants, foundation monies, and federal research and development funds) are floated for ethanol every year, making it a fairly heavily subsidized fuel source, although nowhere near nuclear power. Politicians on both sides of the aisle, Democrats and Republicans alike, advocate for ethanol, especially those representing states that share some portion of the vast Great Plains region and “sun belt” states. 
Are these politicians earth-friendly, placing the need to reduce greenhouse gas emissions ahead of other concerns? Are they factoring in national security concerns, such as the need to reduce American dependence on Middle Eastern oil as the region becomes increasingly unstable? Perhaps, but most likely these decision-makers see the opportunity to look like they are considering environmental and national security issues while attending to economic and political opportunities. 

Estimates of the economic impacts of ethanol vary, but industry analysts predict a rosy and lucrative future for ethanol primarily as a fuel additive. A single 40-million gallon per year production facility could have an estimated local impact of 694 jobs (throughout the surrounding economy), a boost in state and local tax receipts, and a $142-million one-time boost during construction.
 The overall national impact could be an additional 214,000 new jobs, an increase in farm income of $55.2 billion (by 2012), and a reduction of crude oil imports by 1.6 billion annually (again by 2012).


“It will reduce our dependence on foreign oil,” remarked Senate Majority Leader Bill Frist (R) of ethanol-producing Tennessee. “It will protect the environment.”


His Senate counterpart, South Dakota Democrat and Minority Leader Tom Daschle remarked, “One of the ways the legislation reduces our dependence on foreign oil is by nearly tripling our use of ethanol in the United States.”


Daschle’s office cited statistics that pointed out the potential for 10,000 new jobs to be created and $620 million in additional money (annually) for South Dakota alone while arguing in favor of the Senate’s version of 2003’s proposed energy policy act, which included subsidies and tax incentives for renewable fuels such as ethanol. Increased ethanol production and consumption “benefits agriculture and the nation’s economy.”


Officials from “corn belt” states and beyond are clamoring to get aboard what is seen as the next wave in renewable fuels, seemingly ignoring important questions raised about the environmental and energy needs impacts (or lack thereof) of ethanol. As MBTE becomes more controversial (because of its harmful impacts on the environment, particularly groundwater pollution) and federal regulations retain requirements mandating a certain level of oxygen in automotive fuels, ethanol seems poised to slide into the vacuum left behind. 

The Heritage Foundation, a self-proclaimed conservative think-tank, lambasted the 2003 proposed energy legislation in a series of news release and papers written by analysts there. “Congress also creates an artificial market for ethanol with a mandate that more than doubles the use of renewable fuels in gasoline, primarily corn-based ethanol, to 5 billion gallons a year by increasing costs to families and businesses.”

Heritage’s position is that the free-market – and not Congress – should determine the future of renewable fuels, especially given the fact that the estimated $3 billion (over 10 years) would be spent on an energy sector that has yet to produce any significant results or lasting contributions to the national energy supply.


The provisions dealing with ethanol in the proposed and defeated energy policy act of 2003, according to the Department of Energy’s Energy Information Agency (EIA), were projected to cost American consumers an estimated $6.9 billion over a 10-year period, primarily due to renewable fuels standards.


Ethanol is a liquid fuel that can be made by fermenting and distilling simple sugars from such agricultural products as corn, sugar cane, grain sorghum, and wheat (along with other feedstocks). More simply put, ethanol is grain alcohol, and because it is produced from agricultural products it is considered by the federal government as a renewable fuel. 

Most ethanol fuel produced in the United States is made from corn crops, and approximately 30-percent of all gasoline consumed in the U.S. is already blended with ethanol.
 According to current statistics, 10-percent of the American corn crop is dedicated to ethanol production.


Ethanol is most common in three major types: E95, E85, and E10. Pure ethanol (E95), which is what the production facilities generate, needs to be denatured (blended with something – usually gasoline) for use in gasoline markets. There are vehicles designed to run on E95, but they are not common. E85 is a blend of ethanol (85-percent) and gasoline (15-percent), and is the type most commonly touted as an alternative fuel source. Nearly 3.5 million vehicles (flexible fuel vehicles) run on E85 in the United States.
 E10 is the most widely available type of ethanol on the American fuel market. This too is a blended fuel (10-percent ethanol, 90-percent gasoline), and the vast majority of the 3.1 billion gallons of ethanol consumed nationally each year is within E10 fuels.
 

E85 produces 27-percent less energy than a gallon of gasoline, and vehicles burning the blended fuel experience a 5- to 12-percent decline in fuel mileage.
 The types of emissions (carbon dioxide, carbon monoxide, etc.) are the same – but the overall amount of emissions is lessened. Vehicles burning ethanol produce a greater amount of nitrogen oxide, which is a key element in smog. In fact, the federal government has on occasion identified ethanol production plants as pollution generating facilities, particularly given the amount of greenhouse gases emitted in the process of creating ethanol. Carbon dioxide is given off in great quantities during the fermentation process, not to mention the amount of equipment and fuel needed to harvest the amount of corn (or any other type of crop) needed and subsequently transport it to the nearest production facility.


Other critics contend that not only are the environmental effects negligible, the costs to the taxpayer in subsidies is disproportionately high as well. “Ethanol does not increase energy security,” said David Pimenthal, and agricultural ecologist at Cornell University in New York. “It remains a fact that it takes more energy to produce a gallon of ethanol than you get out of it.”


Pimenthal stated that ethanol is not even a renewable energy source, and does little to benefit global warming reduction efforts, given the large quantities of non-renewable/fossil fuels required to produce it.
 Overall, he said, ethanol results in a 30-percent net energy loss.


While USDA and Energy Department studies have indicated a 34-percent net energy gain, EIA forecaster Joseph P. DiPardo conceded that the cost of ethanol production is a prohibitive factor when considering its potential as a fuel source or its increased use as a fuel additive. “The cost of producing and transporting will continue to limit its use as a renewable fuel,” DiPardo wrote. “Ethanol relies heavily on Federal and State subsidies to remain economically viable as a gasoline blending component.”


With federal, university and other sources stating that ethanol may not be economically feasible or environmentally beneficial, why does it remain on the table in legislative discussions? Ethanol production incentives factored into the Renewable Portfolio Standards and Renewable Fuels Standards of the EPAct of 1992 and the proposed energy policy of 2003. 


Agri-business, which critics like the Heritage Foundation’s Coon say would benefit most from any ethanol subsidies or tax incentives, has been a major sector contributing to candidates from all sections of the political spectrum. Daschle received $173,750 in the 2004 election cycle alone, with other notable Congressional names receiving in excess of $110,000 (Hastert, Frist, McCain, among many others).
 Overall, campaign contributions run nearly three-to-one in favor of the Republican party, but the money is a substantial sum for both parties. In 2000, agri-business as an entire sector donated $43.6 million to Republican Senate, House, and Presidential candidates compared with $15.4 million for Democratic candidates.


With ethanol, the amount of money involved – projected benefits to industry, to various states and localities, contributions to candidates – makes it hard not to be skeptical about the reasons why its so often mentioned given its minimal environmental impact and dismal fuel efficiency performance (compared with regular gasoline). The 2003 energy policy proposal called for five billion gallons of ethanol or biodiesel fuel to be used in the national gasoline supply by 2012, and offered nearly $7 million in economic incentives for renewable fuels. 

In energy policy debates, the discussion of CAFÉ standards is often considered the equivalent of the fatal third rail in a subway system – touch it and die a quick and painful death. Advocating for increased production and usage is a way to duck toughening CAFÉ or other emissions standards by substituting gasoline with blended (and allegedly environmentally-friendly) gasoline. Positive impacts (reduced emissions) are touted, and life continues on in America as usual. Plus it has the benefit of reducing the nation’s dependence on imported oil by reducing the amount used. Except for those with conservative voting-bases in say, the northeast, it would make little political sense to be against ethanol, with its many enticements – especially as an engine of economic growth. In many aspects ethanol looks now like synthetic fuels did 20 to 30 years ago – promising to some, but simply not effective (in terms of cost or environmental impact). Agriculture is still a large piece of the American economy, and this allows another profitable outlet for the sector. It seems unlikely that the average family farm would benefit, given the need to boost corn production should ethanol be pushed further out into the fuel mainstream as MBTE is pulled out would benefit corporate farms first and foremost. 

Ethanol will be featured in the American energy policy debate until it is no longer a political position without negative consequence. Ethanol is still a safe play for many legislators, since it keeps them in the middle of their various constituencies (contributing industry and economic-minded citizens). Questions about its minimal impacts and economic feasibility have not been able to shout down the rhetoric (whether empty or not) of thousands of jobs and energy security and independence. Ethanol is also primarily a gasoline additive at this point, and is projected to continue on in that role. The oil and gas industry will still benefit, as the two products are combined in to one product offering less in terms of fuel mileage, not to mention the amount of fuel needed to produce ethanol. 


American transportation needs have to be re-evaluated and re-configured. Nearly 90-percent of our fossil fuel consumption is dedicated to fulfilling transportation needs. Ethanol, in terms of the national energy policy debate is an example of bad policy couched in the language of good politics. Everything sounds fine on the surface: reduced dependence on foreign oil, fewer emissions, thousands of jobs and billions of dollars to a struggling region. Nobody will be against it, as long as it sounds good and operates in that safe and nebulas territory where things seem to have changed – but nothing really has. 
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