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MISLEADINGLY GREEN:

TIME TO REPEAL THE ETHANOL TARIFF AND SUBSIDY FOR CORN

By Marcel De Armas*

he United States is recognizing the value and importance
of energy diversification, but it may also be creating
greater environmental harm in the process.! If America
decreases its dependence on foreign oil it will create greater eco-
nomic security for itself, reduce its current account deficit, pro-
vide less financing for tyrannical leaders and terrorists with
American petro-dollars, and improve its environmental creden-
tials.2 To reduce America’s craving for oil, the government
encourages domestic ethanol production; the United States is
behind only Brazil, the world’s largest producer of ethanol, and
combined the two produce over 70 percent of the world’s
ethanol.3 Currently the U.S. domestic ethanol industry is grow-
ing as a result of alternative fuels becoming politically popular,
and the addition of a subsidy and tariff applied to ethanol.* How-
ever, arguably the ethanol tariff and subsidy do not provide any
substantial environmental benefits for the United States or the
world.5
The United States grants a 54 cent tax credit for each gallon
of ethanol in a qualified mixture, which is a mixture of alcohol
and gasoline.6 Additionally, the government provides extra pro-
tection to the ethanol industry from foreign competition by
imposing a 2.5 percent ad valorem tax and 14.27 cents per liter
tax on imported ethanol from countries with normal trade rela-
tions.” Proponents of the tariff argue that it protects and pro-
motes a domestic industry, prevents the government from
subsidizing foreign ethanol production, and encourages the
development of cleaner technology.8
On closer inspection, ethanol produced from corn may gen-
erate as much pollution as the fossil fuels it replaces and may
create new environmental problems.” Due to the growing
demand for ethanol, farmers intend to plant an estimated 88 mil-
lion acres of corn this year, the equivalent of covering Florida,
Georgia, and South Carolina in corn.!0 In addition, farmers will
likely reduce crop rotation and replant fallow fields, which will
increase the use of fertilizers and insecticides and result in
greater pollution run-off into our water system.!! To replace the
United States’ current dependence on gasoline (140 billion gal-
lons per year) would take approximately 350 million acres of
corn (assuming 400 gallons per acre per year of ethanol).12 Since
greater ethanol production results from plants with higher cellu-
lose content, switchgrass or sugar cane should be used to pro-
duce ethanol, and thus, minimize the amount of land
cultivated.!3
Besides having a higher cellulose content, sugar cane offers
several advantages over corn in the production of ethanol. First,
unlike corn, farmers plant sugar cane once every four to seven
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years but harvest it yearly resulting in less soil erosion. Second,
sugar cane requires less fertilizers since it can obtain some of its
nitrogen from the air. Third, the energy to power the transforma-
tion from sugar cane to ethanol comes from burning the sugar
cane’s waste product and not from oil, gas, or the electrical grid
as with corn.!4 Unfortunately with our current technology, even
if the United States produced most of its ethanol from sugar cane
or other crops with higher cellulose content it still would require
excessive amounts of land for cultivation.!5

To protect its environment the United States should elimi-
nate the current ethanol tariff and subsidy, or at least focus the
subsidy on crops with high cellulose contents. In particular,
eliminating the tariff on ethanol will promote the growth of an
ethanol distribution system because more imports would enter
the country increasing the market for ethanol.l¢ In addition,
eliminating the ethanol tariff would increase the demand for
sugar cane, and thus, reduce third world countries’ excess sup-
ply. As a result, the price of sugar cane would increase providing
additional revenue to the third world sugar cane producers.!7 The
additional sugar cane revenue entering these third world coun-
tries could foster the development of a middle class interested in
protecting their own environment and promoting sustainable
development.!8 Finally, the elimination of the tariff and subsidy
could rekindle the trade negotiations for a Free Trade Area of the
Americas that stalled over agriculture and service industry dif-
ferences between Brazil and the United States.!?

Even if America could end its thirst for foreign oil by using
crops with higher cellulose content and allowing greater imports
of ethanol from abroad, it still should encourage the develop-
ment of alternative renewable energies to ensure its economic,
national, and environmental security by ending its addiction to
foreign 0il.20 The United States needs to seek alternative renew-
able energies, in addition to raising mileage standards for vehi-
cles, creating a carbon tax or tradable carbon market to
discourage the burning of fossil fuels in the development of
ethanol and other energy intensive industries, and end or refocus
its subsidy to more efficient crops.2! These steps would allow for
American oil dollars to end up in the pockets of Americans and
its neighbors to the North and South rather than in the pockets of
potentially tyrannical regimes or hostile terrorists.22

Endnotes: Misleadingly Green o7 page 74
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