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Comments of FreedomWorks Foundation 

 

FreedomWorks Foundation is a 501(c)(3) nonprofit and educational foundation with 

more than 6 million members and supporters nationwide.  Its mission is to educate citizens on, 

and to promote the adoption of, free-market policies, which it believes are in the best interest of 

consumers and citizens generally. 

 

FreedomWorks Foundation appreciates the opportunity to comment on the petitions for a 

waiver of the 2014 volume requirements and the proposal for 2014 volume requirements.   

 

At FreedomWorks Foundation, we warn against government regulation and policy that 

encroach on economic liberties and impose unwarranted costs on consumers.  It is our belief that 

the renewable fuel standard (RFS) falls into this category and inflicts severe harm on the 

American economy.  Therefore, we have worked hard to educate our activists on those impacts 

caused by the government mandate, including the artificial market for ethanol that is created by 

the RFS.  Our on-line petition for ending the mandate has accumulated over 6,700 signatures, 

and we expect that number to grow substantially over the course of this year. 

 

The Clean Air Act allows EPA to waive the national volume requirements of the 

renewable fuel standard (RFS) program in whole or in part if the Agency determines that 

implementation of those requirements would severely harm the economy or environment of a 

State, a region, or the United States, or that there is inadequate domestic supply. 

 

Accordingly, we take interest in the petitions for a waiver of the RFS standards that 

would apply in 2014, including those received from industry.  Although we remain committed to 

a repeal of the RFS, we are supportive of a relaxation of the standards that would bring near-term 

relief to consumers, including the working class, poor, and elderly on fixed incomes. 

 

 

 



Setting the Scene 

The RFS was very much a product of the country’s reflections on the nation’s historical 

reliance on foreign oil.  At the time of the mandate’s adoption, U.S. oil imports were at their 

highest levels of more than 12 million barrels per day, and economic forecasts remained robust, 

suggesting continued strong growth in gasoline consumption and a growing dependence on 

foreign energy sources. 

However, as the economy dipped and the passenger fleet became more efficient, 

American consumption of gasoline dropped by 6 percent between 2007 and 2011 – from a record 

high of 142 billion gallons to 134 billion gallons, according to the U.S. Energy Information 

Agency (EIA).
1
   

Combined with the country’s energy production boom in “tight oil,” American oil 

imports have fallen dramatically and will probably continue to do so in the near term.  According 

to the EIA, net U.S. imports of oil will fall to about 6 million barrels per day in 2014, which is 

the lowest level since 1987.
2
   Moreover, EPA estimates that new CAFE requirements adopted 

will reduce oil demand even further – by 2 million barrels per day by 2025.
3
  Because ethanol is 

blended with gasoline at the terminal level, the reduced demand for gasoline has resulted in a 

corresponding drop in the market demand for ethanol by refineries and blenders.  

With most gasoline being blended at E10 (10 percent ethanol) and gasoline consumption 

levels of about 130 billion gallons, the real market for ethanol blending is about 13 billion 

gallons – far short of this year’s RFS target of 14.4 billion gallons.  Thus, the government-

created market for corn ethanol under the RFS is nearly 1.5 billion gallons in excess of what the 

market actually demands. 

Proponents for ethanol argue that this gap should be addressed by blending more ethanol 

into the nation’s fuel pool, despite the fact that the nation’s existing fuel infrastructure and 

transportation fleet are not designed for greater blends.  In simple terms, there is no significant 

market demand for greater blends of ethanol – and therefore  few places to sell or use it outside 

of the limited market for E85 (85 percent ethanol). 

Despite market facts and the impossibility for companies to comply without penalties, 

proponents for the RFS attempt to make the case that “obligated parties” – refiners, blenders, and 

importers – should simply have to purchase tradable compliance credits, known as Renewable 
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Identification Numbers (RINs), which are increasingly scarce, or invest their dollars in deploying 

fuel infrastructure to service higher blends of ethanol.  Essentially, ethanol advocates want 

refineries and blenders to build filling stations to provide a fuel that largely benefits the ethanol 

industry.  We find this position ridiculous and incredibly unfair, particularly given the fact that 

obligated parties do not typically own gasoline stations.  This would be akin to the restaurant 

chain Subway demanding that the federal government force all other restaurants around the 

country to sell Subway’s low-fat sandwiches.  

In the short run, obligated parties will be forced to purchase any available RIN credits to 

comply with the RFS mandate without actually blending the ethanol.  However, as blending 

targets increase and the number of tradable RINs dries up because of growing demand, the price 

of RIN credits will increase accordingly.  Without regulatory relief, refineries and blenders will 

be on the hook to meet the RFS targets, regardless of the limitations created by actual market 

demand – limitations that are beyond their control.  The failure to comply, without the ability to 

purchase RINS, will leave those “obligated parties” liable for hefty fines, which may result in 

some parties choosing instead to reduce the amount of refined gasoline produced to avoid those 

penalties.  Certainly, the cost of RINs or fines that are imposed on refineries and blenders would 

be passed down to consumers, who would then face higher prices at the pump.   

Policy Justification 

 

FreedomWorks Foundation remains sensitive to the nation’s energy security needs, but 

we see little energy security benefits actually flowing from the RFS program, contrary to 

statements from the ethanol industry.  There is a mythology – perpetrated by the corn ethanol 

industry – that billions of gallons of petroleum have been displaced by the RFS mandate, thus 

reducing our dependence on foreign petroleum.   In reality, the majority of the current market for 

ethanol was created when MTBE (methyl tertiary butyl ether) lost its liability protection and was 

removed from the fuel market as a gasoline additive. 

   

The production of MTBE, which was widely used as an oxygen-enhancing additive to 

meet air quality standards, was halted in 2006 because of concerns that it was a potential 

contaminant of underground water supplies.  Consequently, the market demand for ethanol, 

which was the most competitive substitute to MTBE, skyrocketed. 

The 2012 request for an EPA blending waiver by food, livestock, and poultry groups 

provides some insight on the demand for ethanol as a fuel additive.  In their comments to the 

Agency, the American Petroleum Institute, Chevron, and Marathon Petroleum Company stated 

that a one-year waiver would unlikely result in a “significant decrease” in their ethanol blending 

because it was profitable for them to continue the practice.  Refiners need the fuel to boost 

gasoline octane levels and value other properties of ethanol, such as its volatility and low sulfur 

and benzene content.
4
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Even without the mandate, most industry analysts agree that ethanol probably would not 

drop below 5 percent of the gasoline pool.  According to a University of California Davis study, 

ethanol would be blended at 7 percent with a long-term waiver of the mandate.  Certainly a few 

refiners would drop ethanol completely, but others would blend at 10 percent – with most 

somewhere in between – as long as it was profitable to do so.
5
   

Accordingly, what is really at stake here is the gap between the real market demand for 

ethanol and the artificial market that is driven by the RFS mandate.  The ethanol industry would 

like for the nation to believe that this is a “David and Goliath” battle between a fledgling 

industry seeking to make the world a better place and “Big Oil” that wants to keep a monopoly.  

In reality, the ethanol industry is mature and should stand on its own.  If it can produce a fuel that 

is affordable and reliable vis-à-vis gasoline, consumers will choose that fuel or greater blends of 

ethanol without government coercion.  Currently, that is not the case. 

The artificial market created by the RFS only benefits a small group of people – crony 

interests in the ethanol sector and farmers – while it punishes the working class, the poor, and the 

elderly on fixed incomes by driving up gasoline and food costs and forcing too much ethanol in 

our fuel mix that damages engines. 

1. Preservation of the RFS targets increases the cost of transportation fuel.  Ethanol 

advocates argue that the RFS drives down the price of gasoline, when in reality, the 

preservation of the mandate’s artificial market, when there is no place to sell or use the 

ethanol in question, increases compliance costs and/or reduces the supply of gasoline – 

outcomes that result in higher prices at the gasoline pump.  

  

2. Maintaining the artificial market for ethanol results in higher food prices.  While many 

farmers who grow food would clearly benefit from the artificial market, businesses that 

produce animals for food would need to pay more for corn.  Given the fact that the price 

of corn to make feed is the largest single cost of raising chickens, it does not take a PhD 

in economics to understand that increases in price to poultry producers would drive up 

costs at the grocery store – an impact that would severely harm many consumers.  

Further, because farmers would switch from other crops and cereals to take advantage of 

the corn mandate, supply of those other crops would decrease, driving up costs for other 

products.  Thus, consumers would be hit on multiple fronts – just for the sake of 

protecting the artificial market for ethanol.   

 

3. Forcing too much ethanol into the fuel system will damage engines that many 

American’s cannot afford to repair or replace.  Ethanol advocates argue that E15 is safe 
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to use in the majority of the nation’s passenger car fleet, but only two automakers – 

General Motors and Ford – have agreed to warranty their 2012 and 2013 models against 

ethanol-related engine damage.  In fact, studies suggest that a large percentage of 

America’s 29 million light duty vehicles (2001-2007) are susceptible to damage from 

E15.  Moreover, non-road and off-road engines (e.g. motorcycles, lawnmowers, boats), 

which account for about 8 percent of the nation’s gasoline demand, are not approved to 

use higher blends than E10.  The working class, the poor, and elderly on fixed incomes 

should not be asked to repair or replace their car engines or lawnmowers in order to line 

the pockets of rich, crony ethanol interests.  

 

 

Conclusion 

Although FreedomWorks Foundation will remain committed to full repeal of the RFS, 

we are supportive of EPA’s recent steps to mitigate the impacts of this market distortion on 

Americans.   

We understand the value of ethanol to the fuel market without government intervention, 

but we do not see any policy justification for the maintenance of an artificial market for ethanol 

under the RFS that benefits ethanol interests at the expense of millions of consumers.  

Consequently, we strongly urge the Agency to commit to further reducing the severe harm that 

the mandate causes.   

Respectfully, 

 
 

Patrick Hedger 

 

Policy Analyst 

FreedomWorks Foundation 

400 N Capitol Street NW, Suite 765 

Washington, D.C. 20001 


