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EXECUTIVE SUMMARY 

On November 30, 2015, the United Nations (U.N.) will convene its annual Conference of 
the Parties meeting in Paris to discuss solutions for addressing climate change and 
reducing greenhouse gas (GHG) emissions. That same day, the Environmental 
Protection Agency (EPA) is expected to issue updated rules mandating that greater 
wpmvnft!pg!cjpgvfmt!tvdi!bt!dpso!fuibopm!cf!beefe!up!uif!obujpoƫt!gvfm!tvqqmz-!b!
mandate that proponents say creates jobs, spurs economic growth and reduces GHGs. 

Ten years removed from when the Renewable Fuel Standard (RFS) was first 
implemented, the science has never been clearer on whether forcing billions of gallons 
of corn-derived ethanol into our fuel tanks is an environmental winner: It is not. In fact, a 

study1 published  in the Proceedings of the National Academy of Sciences last year 
found that ethanol -fueled vehicles damage air quality up to 80 percent more than 
vehicles fueled by gasoline. 

Increasingly challenged on environmental grounds, proponents of the RFS often attempt 
to make the case that increased corn production, driven by the RFS mandate, has 
benefited the country economically. Indeed, one recent study 2 commissioned by the 
Renewable Fuels Association, a leading ethanol industry group, found that more than 
86,000 direct jobs were created thanks to the RFS, with an additional 300,000 jobs 
dsfbufe!joejsfdumz-!ps!Ʈjoevdfe/Ư!Bmm!upme-!uif!tuvez!gpvoe!uibu!uif!fuibopm!joevtusz!

dpousjcvufe!%55!cjmmjpo!up!uif!dpvouszƫs gross domestic product  (GDP) in the year 2013 
alone.  

But while some3 ibwf!rvftujpofe!uif!nfuipepmphz!cfijoe!uif!fuibopm!joevtuszƫt!kpct!
reports, empirical evidence supports the general contention that the RFS, which forces 
motorists to consume ever -increasing volumes of ethanol in their fuel, has likely 
contributed to positive economic outcomes for the six or seven states that produce 
between 60 and 70 percent  pg!uif!obujpoƫt!dpso!dspq/4  

But what about everyone else? How have the RFS and federal corn consumption 
mandates impacted non-corn states, and the small businesses struggling to stay 
competitive in the global economy? According to a new study commissioned by the 
Center for Regulatory Solutions (CRS), a project of the Small Business and 
Fousfqsfofvstijq!Dpvodjm!)TCF!Dpvodjm*-!uif!SGTƫt!jodsfbtjohmz!bhhsfttjwf!fuibopm!

                                                 
1 Christopher Tessum-!Kbtpo!Ijmm-!boe!Kvmjbo!Nbstibmm-!ƮMjgf!dzdmf!bjs!rvbmjuz!jnqbdut!pg!dpowfoujpobm!boe!bmufsobujwf!mjhiu-duty 

usbotqpsubujpo!jo!uif!Vojufe!Tubuft-Ư!Qspdffejoht!pg!uif!Obujpobm!Bdbefnz!pg!Tdjfodft!pg!uif!Vojufe!Tubuft!pg!Bnfsjdb!222!)3114), 
http://www.pnas.org/content/111/52/18490.full .  

2 Sfofxbcmf!Gvfmt!Bttpdjbujpo-!ƮOfx!Tuvez!Tipxt!Qpxfsgvm!Jnqbdu!pg!Fuibopm!Joevtusz!po!Kpct!'!Fofshz!Joefqfoefodf-Ư!
February 18, 2014, http://www.ethanolrfa.org/2014/02/new -study-shows-powerful -impact -of-ethanol-industry-on-jobs-energy-
independence/.  

3 Obuibobfm!Hsffof/!ƮDpso!fuibopm!uby!dsfeju;!nptu!fyqfotjwf!xbz!up!dsfbuf!kpct!fwfs@Ư!Switchboard (Natural Resources Defense 
Council Staff Blog). April 7, 2010. http://switchboard.nrdc.org/blogs/ngreene/corn_ethanol_tax_credit_most_e.html .  

4 Spc!Dppl-!ƮTubuft!Uibu!Qspevdf!Uif!Nptu!Dpso-Ư!Cffg3Mjwf-!Tfqufncfs!32-!3126-!http://beef2live.com/sto ry-states-produce-
corn-0-107129.  

http://www.pnas.org/content/111/52/18490.full
http://www.ethanolrfa.org/2014/02/new-study-shows-powerful-impact-of-ethanol-industry-on-jobs-energy-independence/
http://beef2live.com/story-states-produce-corn-0-107129
http://www.pnas.org/content/111/52/18490.full
http://www.ethanolrfa.org/2014/02/new-study-shows-powerful-impact-of-ethanol-industry-on-jobs-energy-independence/
http://www.ethanolrfa.org/2014/02/new-study-shows-powerful-impact-of-ethanol-industry-on-jobs-energy-independence/
http://switchboard.nrdc.org/blogs/ngreene/corn_ethanol_tax_credit_most_e.html
http://beef2live.com/story-states-produce-corn-0-107129
http://beef2live.com/story-states-produce-corn-0-107129
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nboebuft!bsf!ivsujoh!Ofx!Fohmboeƫt!fdpopnz-!qbsujdvmbsmz!tnbmm!cvtjofttft-!boe!
driving up transportation costs for millions of people who live in Massachusetts, 

Connecticut, Vermont, Rhode Island, Maine and New Hampshire. 

To quantify the drag on the New England economy created by the RFS, SBE Council 
commissioned an analysis of the costs that have already been imposed on New 
England residents since the RFS mandate began in 2005. It also took a look at what 
future costs might be over the next decade based on projected ethanol consumption in 
the six states.  

At its core, the analysis finds that New Englanders were shortchanged nearly $6.29 
billion in output  from 2005 to 2014 due to the RFS, and should expect to to be deprived 
of $13.67 billion in future lost opportunity fr om 2015 to 2024. In other words, the RFS, 
cz!uif!ujnf!ju!jt!gjobmmz!epof-!xjmm!fyusbdu!bmnptu!%31!cjmmjpo!gspn!Ofx!Fohmboeƫt!
economy and transfer that wealth  directly back to ethanol producers in the Midwest.  

The negative impact on household budgets and businesses that this wealth transfer 
precipitates will manifest itself in myriad ways Ƨ starting with lower demand for labor, 
costing the New England economy thousands of jobs every year. According to the 
analysis, the RFS will reduce labor income by $7.3 billion, and labor demand by 141,000 
job-years, from 2005 to 2024. That is the equivalent of 7,050 lost jobs per year, each and 
every year over a 20-year time period. 

Most of these economic harms derive from the fact that  ethanol and gasoline are priced 
similarly, but ethanol provides consumers with only two-thirds  of the energy content5 
per gallon compared to gasoline. In other words, New Englanders are paying the same 
price for ethanol as gasoline, but are getting one-third less mileage for each gallon of 
ethanol they consume. From 2005 to 2014, corn ethanol mandates, in the form of higher 
fuel prices, cost New England consumers anywhere from $200 million to over $2.5 
billion, depending on the state in which they live. The 10-year cost across all six states 
totaled more than $5.6 billion.  

In addition to higher fuel costs, RFS mandates have driven up corn prices over time.6 
While this increase in prices may benefit agribusinesses and farmers that produce and 
sell corn, those in the livestock farming sector who depend on corn and corn -related 
products for animal feed have seen the increase in prices affect their bottom lines. Take 
New England dairy farmers for example, who make up 64 percent of the livestock 
industry in New England. In just 2012 alone, New England farmers spent over $63.4 
million more for animal feed than they otherwise wo uld have as a result of increased 
corn prices due to RFS mandates. 

                                                 
5 V/T/!Efqbsunfou!pg!Fofshz-!ƮFuibopm-Ư!https://www.fueleconomy.gov/feg/ethanol.shtml . 
6 Usbejoh!Fdpopnjdt-!ƮDpso-Ư!iuuq;00xxx/usbejohfdpopnjdt/dpn0dpnnpejuz0dprn.  

https://www.fueleconomy.gov/feg/ethanol.shtml
https://www.fueleconomy.gov/feg/ethanol.shtml
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Until recently, the debate over the RFS has predominantly been driven by political 

considerations, rather than factual or scientific ones.  But that is now beginning to 
change, with even citizens of corn states increasingly concerned about both the 
environmental and economic damage that aggressive ethanol mandates have caused in 
their communities.  

Recently, U.S. Rep. Peter Welch (D-Vt.) was joined by 184 of his House colleagues on 
both sides of the aisle, and from corn states like Ohio, to urge7 EPA not to breach the 
so-called Ʈblend wallƯ by increasing ethanol mandates. 

Residents of New England states, to their credit, have been skeptical of the RFS from 
the start. But until now, very little analysis has been produced that quantifies in real 
terms how the national corn ethanol mandates have actually affec ted New England 
families.    

This report sheds new light on these overlooked impacts and clearly shows that the RFS 
is, was, and will continue to be a bad deal for New England. 

 

 

 

 

 

 

 
                                                 

7 Bill Flores and Peter Welch et al., Letter to Gina McCarthy, November 4, 2015, http://flores.house.gov/uploadedfiles/rfs -letter-to-
admin-mccarthy-11-4-2015.pdf.   

http://flores.house.gov/uploadedfiles/rfs-letter-to-admin-mccarthy-11-4-2015.pdf
http://flores.house.gov/uploadedfiles/rfs-letter-to-admin-mccarthy-11-4-2015.pdf
http://flores.house.gov/uploadedfiles/rfs-letter-to-admin-mccarthy-11-4-2015.pdf
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INTRODUCTION 

On November 30, 2015, the U.S. Environmental Protection Agency (EPA) is expected8 to 
mandate an increase in the volume of of corn ethanol that must be blended into our 
obujpoƫt!fuel supply. EPA is acting under the authority of the Renewable Fuel Standard 
(RFS), which has been a drain on the New England economy, siphoning off billions since 
it was established by Congress in 2005. Since that time, the RFS has transferred billions 
of dollars out of the New England economy, hurting households and small businesses, 
and shifted that wealth instead to a handful of states known as the ƮCorn Belt,Ư resulting 
in high costs but little environmental gain. This has impacted household budgets and 
small businesses throughout the New England region, ranging from dairy farmers, to 
restaurants owners, to truckers, to retail outlets  and mom and pop stores. The money 

drained from the region due to the RFS mandate could have been used to grow New 
England businesses and jobs, or to invest in better roads, infrastructure and other 
essential services. 

The Center for Regulatory Solutions (CRS), a project of the Small Business and 
Entrepreneurship Council 9 (SBE Council), has long advocated for a reduction in year-by-
year RFS targets until it can be phased out completely. In comments to the EPA in 2014, 
CRS president Karen Kerrigan stated: ƮDmfbsmz-!uif!SGT!nboebuf!nblft!op!tfotf-!
especially given the substantial costs imposed on businesses and our economy, the 
environmental doubts, and the revolutionary changes in the energy position of the 

Vojufe!Tubuft/Ư! 

This report builds on SBE Council/CRSƫt!qsfwjpvt!xpsl and advocacy on the RFS, and 
examines the economic impact of ethanol mandates across New England and on the 
sfhjpoƫt!tjy!tubuft!Ƨ Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island 
and Vermont. The report also takes a closer look at some of the more recent scientific 
sftfbsdi!uibuƫt!cffo!qspevdfe!tqfdjgjd!up!uif!dpso!fuibopm!jttvf!uibu!sbjtft!needed 
questions about its previously assumed benefits.  

THE RFS: A BAD DEAL FOR NEW ENGLAND    
To quantify the drag on the New England economy created by the RFS, CRS 
commissioned an analysis of the costs the RFS has already imposed on the region, as 
well as additional costs  projected for the next decade. The analysis shows the RFS has 
cost  $6.29 billion in lost output from 2005 to 2014, and is set to cost  an additional 

                                                 
8 V/T/!Fowjsponfoubm!Qspufdujpo!Bhfodz-!ƮSfofxbcmf!Gvfm!Tuboebse!Qsphsbn;!Tuboebset!gps!3125-!3126-!boe!3127!boe!Cjpnbtt-

Cbtfe!Ejftfm!Wpmvnf!gps!3128-Ư!Kvof!21-!3126-!https://www.federalregister.gov/articles/2015/06/10/2015 -13956/renewable -fuel-standard-
program-standards-for-2014-2015-and-2016-and-biomass-based-diesel-volume-for.  

9 Lbsfo!Lfssjhbo-!ƮFQB!Dpnnfout;!Qspqptbm!up!Sfevdf!Fuibopm!Cmfoe!gps!Sfofxbcmf!Gvfm!Tuboebse!jo!3125-Ư!Kbovbsz!38-!3125-!
http://www.sbecouncil.org/2014/01/27/comments -to-epa-on-proposal-to-reduce-ethanol-blend-for-renewable-fuel-standard-in-2014/ .  

https://www.federalregister.gov/articles/2015/06/10/2015-13956/renewable-fuel-standard-program-standards-for-2014-2015-and-2016-and-biomass-based-diesel-volume-for
http://www.sbecouncil.org/2014/01/27/comments-to-epa-on-proposal-to-reduce-ethanol-blend-for-renewable-fuel-standard-in-2014/
http://www.sbecouncil.org/2014/01/27/comments-to-epa-on-proposal-to-reduce-ethanol-blend-for-renewable-fuel-standard-in-2014/
https://www.federalregister.gov/articles/2015/06/10/2015-13956/renewable-fuel-standard-program-standards-for-2014-2015-and-2016-and-biomass-based-diesel-volume-for
https://www.federalregister.gov/articles/2015/06/10/2015-13956/renewable-fuel-standard-program-standards-for-2014-2015-and-2016-and-biomass-based-diesel-volume-for
http://www.sbecouncil.org/2014/01/27/comments-to-epa-on-proposal-to-reduce-ethanol-blend-for-renewable-fuel-standard-in-2014/
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$13.67 billion in lost output  over the next 10 years. In other words, the RFS will extract a 
total of almost $20 billion  in lost output gspn!Ofx!Fohmboeƫt!fdpopnz!boe!usbotgfs!uibu!

wealth to corn farmers and ethanol producers in the Midwest. The negative impact on 
household budgets and businesses across the economy reduces demand for labor, 
costing the New England economy thousands of jobs every year. These serious 
consequences contradict the claim s of RFS proponents, who argue the mandate is an 
unqualified economic success story.  

FUEL COSTS 
While ethanol and gasoline are priced similarly, ethanol provides consumers with only 
two-thirds of the energy content per gallon  compared to gasoline.10 In other words, 

New Englanders are paying the same price for ethanol as gasoline but are getting one-
third less mileage for each gallon of ethanol they consume. This translates into an 
economic loss f or motorists. As Table 1 illustrates, over the 10-year period between 
2005 and 2014, corn ethanol mandates have cost consumers (in the form of higher fuel 
prices) anywhere from nearly $200 million to over $2.5 billion , depending on the state. 
All told, the RFS has cost New England motorists more than $5.6 billion over the past 10 
years.  

Table 1: Additional Fuel Costs in New England  

due to RFS Mandates (millions of 2014 $)  

State 2005-2014 2015-2024 Total  

CT 1,440 2,812 4,252 

MA 2,571 5,383 7,953 

ME 431 1,366 1,797 

NH 560 1,366 1,926 

RI 404 723 1,127 

VT 196 562 759 

Total  5,602 12,212 17,814 

 

Unfortunately, this hemorrhaging of resources is projected to continue into the next 
decade, and actually accelerate the extent to which New England motorists are forced 

                                                 
10 V/T/!Efqbsunfou!pg!Fofshz-!ƮFuibopm-Ư!https://www.fueleconomy.gov/feg/ethanol.shtml .  

https://www.fueleconomy.gov/feg/ethanol.shtml
https://www.fueleconomy.gov/feg/ethanol.shtml
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to pay for the privilege of filling their tanks with an inferior fuel source. The CRS analysis 
shows that RFS mandates could cost uif!sfhjpoƫt consumers more than $12 billion 

between 2015 and 2024, as shown in column 2 of Table 1 above. The bulk of these 
costs  are borne by consumers in Connecticut and Massachusetts, whose share is $8.2 
bill ion, or two-thirds of the New England total. 

This regional Ʈfuibopm!ubyƯ!jt!opu!jotjhojgjdbou/ Higher fuel costs across New England 
due to ethanol mandates averaged roughly $890 million annually. Needless to say, this 
significant sum of money could have been put to better use in myriad ways by 
households and businesses, or been used to support essential public services such as 
education. For example, had the $890 million cffo!ejsfdufe!upxbset!ufbdifstƫ!tbmbsjft-!
each of Ofx!Fohmboeƫt!272-111!ufbdifst!jo!L-12 public schools  could have made an 
extra $5,500. But instead of being invested back into the New England economy Ƨ 
whether by businesses or in public services, this money was lost to the RFS. 

At the state level, the size of these higher fuel costs may be better understood by 
comparing them with significant state budget expenditures. The higher fuel costs in 
each state, made possible by federal corn ethanol mandates, are roughly equivalent to: 

Ƴ 55 percent of Connecticut state funding on highways and bridges in fiscal year 
2016. 

Ƴ 91!qfsdfou!pg!Nbjofƫt!Ʈdsjujdbm!qsjpsjujftƯ!cvehfu!gps!uif!fmefsmz!boe!ejtbcmfe-!

nursing homes, primary care access and mental health services. 

Ƴ 150 percent of Massachusetts state funding for community  colleges for fiscal 
year 2016. 

Ƴ 200 ujnft!Ofx!Ibnqtijsfƫt!tqfoejoh!po!uif!Pggjdf!pg!Wfufsbot!Tfswjdft!jo!gjtdbm!
year 2016. 

Ƴ 57 percent of Rhode Island funding for natural resources agencies, including the 
Department of Environmental Management and the Coastal Resources 
Management Council. 

Ƴ 84 percent of Vermont spending on traffic and safety operations in 2016 and 
2017 combined. 

Again, the loss of hard-earned capital as a result of the RFS means New Englanders 
suffer in numerous ways. Precious capital is being drained from the region that smal l 
buisnesses need to invest in their firms or to stay afloat. Public services potentially lose 
out when resources are artificially diverted.  

In New England as a whole, RFS mandates have cost consumers an additional $200 
million to $900 million annually bet ween 2005 and 2014 (as shown in Figure 3). New 
England experienced a dramatic increase in ethanol consumption between 2005 and 
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3117!evf!up!uif!tubuftƫ!decision to ban non-ethanol oxygenates from entering the fuel 
stream ,11 explaining the large shift in consumer fuel costs between those years.  

 
 

Figure 3: Annual & Cumulative Additional Consumer Fuel Costs (Direct)  
in New England due to RFS Mandates  

2005-2014  
(millions of 2014 $)  

 
 

 

 

 

 

 

 

 

                                                 
11 U.S. Environmental Protection Agency-Ofx!Fohmboe-!ƮOfxt!up!tfswjdf!tubujpot!boe!ejtusjcvupst!sfhbsejoh!fuibopm- blended RFG 

and non-ethanol blended-SGH-Ư!Bqsjm!3117-!http://www3.epa.gov/region1/airquality/pdfs/EthanolBlendNewEngland.pdf .     
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http://www3.epa.gov/region1/airquality/pdfs/EthanolBlendNewEngland.pdf
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Drawing on data from uif!V/T/!Fofshz!Jogpsnbujpo!Benjojtusbujpoƫt!)EIA) Annual Energy 
Outlook (AEO), Figure 4 demonstrates the consistent trend of increasing consumer 

costs from 2015 to 2024.  

Figure 4: Annual & Cumulative Consumer Costs (Direct)  
in New England due to RFS Mandates 

2015-2024 
(millions of 2014 $)  
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Most  of the additional fuel costs that come from the RFS mandate (just over $17.8 
billion) between the years 2005 and 2024 will be felt  by households and businesses. But 

the analysis reveals significant impacts in both the commercial and industrial sectors  
as well, as depicted in Table 2.  

 
Table 2: Share of Total Additional Consumer Costs Associated  

with RFS Mandate between 2005-2024 (millions of 2014 $)  

Sector 
Additional 

Cost 
% of Total 

Commercial  $21 0.1% 

Other $172 1.0% 

Industrial  $251 1.4% 

Transportation - 
Commercial  

$911 5.1% 

Transportation - 
Household 

$16,459 92.4% 

Total  $17,814 100.0% 

 

 
  

                                                 
12 Kbtpo!Cpsepgg-!ƮXfmm!joufoujpofe!cvu!gmbxfe-!V/T/!cjpgvfm!qpmjdz!jo!offe!pg!dibohf-Ư!Sfvufst- July 26, 2013, 

http://www.reuters.com/article/2013/07/26/us -column-bordoff -mcnally-idUSBRE96P13N20130726. 

ƮCombine a rising and rigid volumetric ethanol mandate with 
declining gasoline use, and the result is that this year refiners 
iju!uibu!21!qfsdfou!ƪcmfoe!xbmm/ƫ!Ƶ!Ijuujoh!uif!cmfoe!xbmm!
means consumers pay more at the pump/Ư12 

Jason Bordoff  
Ejsfdups!pg!Dpmvncjb!Vojwfstjuzοt! 

Center on Global Energy Policy   

July 26, 2013 

http://www.reuters.com/article/2013/07/26/us-column-bordoff-mcnally-idUSBRE96P13N20130726
http://www.reuters.com/article/2013/07/26/us-column-bordoff-mcnally-idUSBRE96P13N20130726
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AGRICULTURE 
IMPACTS 
The RFS has impacted agriculture 
costs in the six New England states. 
Predictably, rising prices for corn 
beget increased prices for corn-
based animal feed. Animal feed 
accounts for the largest share of 
agricultural production expenses , 
according to the U.S. Department of 
Bhsjdvmuvsfƫt!)USDA) 2012 Census of 
Agriculture Farm Economics report.14 Accordingly, increases in feed prices can have a 
tjhojgjdbou!jnqbdu!po!gbsnfstƫ!bcjmjuz!uo remain in business. For farmers in New England, 
just a small increase in corn-related feed prices could collectively amount to several million 
dollars lost annually. 

The dominant livestock industry in New England is the dairy business. Using the year 2012 
as an example, livestock farming and its products contributed $1.2  billion to the New 
England economy. At $800 million in sales, or 64 percent of total cash receipts for New 
Fohmboeƫt!mjwftupdl!joevtusz-!ebjsz!gbsnjoh!sfqsftfout!uif!mbshftu!mjwftupdl!joevtusz!tvc-

sector and is a major contributor to the overall regional economy (as shown in the chart 
below).15  

  

                                                 
13 Epnjojd!Bmcjop-!ƮSfq/!Xfmdi;!Fuibopm!nboeate (ljmmjoh(!gbsnfst-Ư!Uif!Ijmm-!April 10, 2014, http://thehill.com/policy/energy -

environment/203186 -rep-welch-ethanol-mandate-hurts-farmers-small-engines. 
14 V/T/!Efqbsunfou!pg!Bhsjdvmuvsf-!Ʈ3123!Dfotvt!pg!Bhsjdvmuvsf;!Vojufe!Tubuft!Tvnnbsz!boe!Tubuf!Ebub-Ư!Nbz!3125-!

http://www.agcensus.usda.gov/Publications/2012/Full_Report/Volume_1,_Chapter_1_US/usv1.pdf.   
15 V/T/!Efqbsunfou!pg!Bhsjdvmuvsf-!Ʈ3124!Gbsn!Dbti!Sfdfjqut!vq!5!qfsdfou!jo!Ofx!Fohmboe-Ư!Kbovbsz!37-!3126-!

http://www.nass.usda.gov/Statistics_by_Sta te/New_England_includes/Publications/cashreceipts.pdf.  

ƮPvs!sftfbsdi!ibt!bmtp!tipxo!uibu-!tjodf!
2005, the major drivers of increased food 
prices are conversion of corn to ethanol and 
gjobodjbm!tqfdvmbujpo!jo!gppe!dpnnpejujft/Ư 

Dominic Albino 13
  

New England Complex Systems Institute 

April 10, 2014   

http://thehill.com/policy/energy-environment/203186-rep-welch-ethanol-mandate-hurts-farmers-small-engines
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Figure 5: Cash Receipt by Livestock Industry Sector in New England (2012) 

 
Source: "News Release - 2013 Farm Cash Receipts up 4 percent in New England,Ư!V/T/!Efqbsunfou!pg!Bhsjculture, 

National Agricultural Statistics Service, January 26, 2015. 

 

Among the New England states, Vermont ranks first in production, accounting for 
roughly $501 million in total dairy sales in 2012.16   

According to the USDA, feed is ebjsz!gbsnfstƫ!tjohmf biggest production expense, 
costing New England farmers $292.6 million in 2012, or about 38 percent of their 

operating expenses.17 Using an USDA dairy feed price formula and 2012 average 
commodity prices, we estimate that corn purchases accounted for  approximately 54 
percent of ebjsz!gbsnfsƫt!gffe!dptut/18 The table below shows how this value is derived. 

 

                                                 
16 See Technical Appendix for regional breakdown of farming industry cash receipts by state. 
17 V/T/!Efqbsunfou!pg!Bhsjdvmuvsf-!Ʈ3123!Dfotvt!pg!Bhsjdvmuvsf;!Vojufe!Tubuft!Tvnnbsz!boe!Tubuf!Ebub/Ư!Tff!Ufchnical Appendix 

for regional breakdown of dairy farming feed cost by state.  
18 Tff!uif!Ufdiojdbm!Bqqfoejy!gps!npsf!jogpsnbujpo!po!uif!gpsnvmb/!Ubcmf!5!cfmpx!tipxt!uif!dbmdvmbujpo!pg!dpsoƫt!dpousjcvujpo!up 

the feed expense. 

129m 
6m 

795m 

135m 

183m Cattle and calves

Hogs

Dairy products

Poultry and eggs

Other livestock

http://www.nass.usda.gov/Statistics_by_State/New_England_includes/Publications/cashreceipts.pdf
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Table 3;!Ftujnbuf!pg!Dpsoƫt!Dpousjcvujpo!up!3123!Ebjsz!Gffe!Qsjdft!vtjoh!uif!Njml!
Protection Program Feed Price Formula 19 

 2012 average 

price (USD)  

[A] 

Multiplier   

[B] 

Contribution to 

feed cost (USD)   

[A] x [B] 

Contribution to 

feed cost (%) 

Corn 6.65 per bushel 1.07280 7.14 54% 

Soybean meal 439.87 per ton 0.00735 3.23 25% 

Alfalfa hay 205.33 per ton 0.01370 2.81 21% 

Feed cost   13.18  

Source: Corn and alfalfa prices are the average monthly prices published in "Agricultural Prices,Ư U.S. Department of 

Agriculture, National Agricultural Statistics Service , published monthly for 2012. Soybean meal price is average of 

ebjmz!3123!qsjdft!gspn!ƮTpzcfbo!Nfbm-!Dfou/!Jmm/-!sbjm-!upo!65&Ư!qsjdf!tfsjft!sfqpsufe!bu!www.quandl.com , a Wall Street 

Journal database.  
 

Assuming the averagf!Ofx!Fohmboe!gbsnfsƫt!gffe!stock made up of  at least 54 percent 
corn by value (see calculation in Table 3 above), then corn accounted for  $158 million of 
New England dairy farmersƫ feed costs in 2012 and $100 million to Vermont farmersƫ 
costs.  

To determine how much extra New England dairy farmers paid for their corn feed 
thanks to the RFS, the CRS analysis relied on a recent University of Tennessee study , 
which determined that xjuipvu!uif!SGT!ps!uif!Cmfoefsƫt!Uby!Dsfeju!)CUD*-!dpso!dspq!
prices would have been 40 percent lower on average between 2008 and 2014.20 Juƫt!
worth noting that other reports have come up with similar conclusions. That is, the RFS 
and the associated corn ethanol boom have directly increased corn prices anywhere 
from 22-36 percent.21 

Based on the data presented in those analyses, the RFS cost New England dairy farmers 
approximately $63.4 million  more than they might have otherwise had to pay under a 
non-RFS scenario. Vermont dairy farmers  in particular get hit hard under the mandates, 
spending an extra $40 million  on feed in 2012 alone. 

                                                 
19 This formula derivation is discussed further in the Technical Appendix.  
20 Ebojfm!Ef!Mb!Upssf!Vhbsuf!boe!Cvsupo!Fohmjti!)Vojwfstjuz!pg!Ufoofttff-!Jotujuvuf!pg!Bhsjdvmuvsf*/!Ʈ21-Year Review of the 

Renewable Fuels Standard: Impacts to the Environment, the Ecpopnz-!boe!Bewbodfe!Cjpgvfmt!Efwfmpqnfou/Ư!Pdupcfs!25-!3126/!
http://beag.ag.utk.edu/pub/TenYrReviewRenewableFuelStandard_1015.pdf, Figure 9, page 9.  

21 Tdpuu!Cbjfs-!Nbsl!Dmfnfout-!Dibsmft!Hsjggjuit!fu!bm/-!ƮBiofuels Impact on Crop and Food Prices: Using an Interactive 
Spreadsheet-Ư!Nbsdi!311:-!iuuq;00xxx/gfefsbmsftfswf/hpw0qvct0jgeq0311:0:780jgeq:78/qeg/!Dpmjo!Dbsufs-!Hpsepo!Sbvttfs-!boe!Bbspo!Tnjui-!
ƮCommodity Storage and the Market Effects of Biofuel Policies-Ư!3126-!iuuq;00bsfgjmft/vdebwjt/fev0vqmpbet0gjmfs`qvcmjd0920cb092cb:72e-
fe7b-4629-8511-2c89geg4c6380dbsufs`sbvttfs`tnjui/qeg/!Csvdf!B/!Cbcdpdl!)Jpxb!Tubuf!Vojwfstjuz*-!ƮJnqbdu!po!Fuibopm-!Dpso-!boe!Mjwftupdl!
gspn!Jnnjofou!V/T/!Fuibopm!Qpmjdz!Efdjtjpot-Ư!Opwfncfs!3121-!iuuq;00xxx/dbse/jbtubuf/fev0qvcmjdbujpot0ect0qeggjmft021qc4/qeg/ 

https://usda.mannlib.cornell.edu/MannUsda/viewDocumentInfo.do?documentID=1002
http://www.quandl.com/
http://beag.ag.utk.edu/pub/TenYrReviewRenewableFuelStandard_1015.pdf
http://www.federalreserve.gov/pubs/ifdp/2009/967/ifdp967.pdf
http://www.federalreserve.gov/pubs/ifdp/2009/967/ifdp967.pdf
http://arefiles.ucdavis.edu/uploads/filer_public/e0/d8/e0d84f25-957a-4fb6-a5b4-dd9e32d6e1ef/carter_rausser_smith_revise.pdf
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Inother words, a 40 percent increase in corn prices Ƨ which is at the upper end of the 
scale Ƨ would lower farm margins by at least $63.4 million.The bottom line is that 

higher corn prices due to the RFS have increased costs for livestock farmers.  Vermont 
and Maine see the largest losses under this policy, with costs increasing $40 million 
and $10.5 million , respectively, under a 40 percent corn price increase scenario. 

 

Table 4: Calculation of Potential Savings in Feed Expenses by State  
(millions  of 2012 $)  

 
New England CT ME MA NH RI VT 

No RFS/BTC (40% reduction in corn price) 63.4 5.0 10.5 3.3 4.3 0.2 40.0 

 

These results are consistent with general industry trends since the early 2000s. As 
sfqpsufe!cz!uif!VTEB-!Ʈmjwftupdl!qspevdfstƫ!fyqfoejuvsf!po!gffe!npsf!uibo!epvcmfe!
gspn!%35/9!cjmmjpo!jo!3112!up!%65/7!cjmmjpo!jo!3122/Ư22 Furthermore, research from Iowa 
Tubuf!Vojwfstjuzƫt!Dfoufs!gps!Bhsjdvmuvsbm!boe!Svsbm!Efwfmpqnfou!finds uibu!Ʈuif!qsjdf!pg!
dpso!jt!uif!nptu!jnqpsubou!gbdups!jo!efufsnjojoh!uif!dptu!pg!gffejoh!mjwftupdl/Ư23 So 
while farmers in the Midwest are benefiting from higher corn prices, livestoc k farmers in 
New England are paying the price for that expensive commodity  in the form of 
expensive feed. 

 

  
                                                 

22 Jaysoo!Cfdlnbo-!Bmmjtpo!Cpsdifst-!boe!Dbspm!B/!Kpoft!)V/T/!Efqbsunfou!pg!Bhsjdvmuvsf*-!ƮBhsjdvmuvsfƫt!Tvqqmz!boe!Efnboe!gps!
Fofshz!boe!Fofshz!Qspevdut-Ư!Nbz!3124-!iuuq;00xxx/dbse/jbtubuf/fev0qvcmjdbujpot0ect0qeggjmft021qc4/qeg/!! 

23 Cbcdpdl-!Csvdf!)Jpxb!Tubuf!Vojwfstjuz*/!ƮJnqbdu!po!Fuibopm-!Dpso-!boe!Mjwftupdl!gspn!Jnnjofou!V/T/!Fuibopm!Qpmjdz!Efdjtjpot/Ư 
November 2010. http://www.card.iastate.edu/public ations/dbs/pdffiles/10pb3.pdf .  

24 ƮMptu!jo!uif!tvqfsnbslfu;!NdHpwfso!ubmlt!dpso!fuibopm-!gppe!qsjdft!)boe!Ijmmbsz*-Ư!Cmvf!Nbtt!Hspvq-!Bvhvtu!37-!3119-!
http://bluemassgroup.com/2008/08/lost -in-the-supermarket-mcgovern-talks-corn-ethanol-food-prices-and-hillary/ . 

ƮMy view is that food should be put in your belly, not in your gas tank. We 
should try to solve our energy crisis in a way that we don't cause another 
qspcmfn/!Ƶ!Xf!offe!up!csfbl!xjui!uibu!qpmjdz!opx-!boe!hp!epxo!bo!bmufsobujwf!
route, one that doesn't cause another problem like raising food prices/Ư24 

Rep. Jim McGovern (D)   

  August 26, 2008 

http://www.card.iastate.edu/publications/dbs/pdffiles/10pb3.pdf
http://bluemassgroup.com/2008/08/lost-in-the-supermarket-mcgovern-talks-corn-ethanol-food-prices-and-hillary/
http://bluemassgroup.com/2008/08/lost-in-the-supermarket-mcgovern-talks-corn-ethanol-food-prices-and-hillary/
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OVERALL ECONOMIC IMPACTS 

In the previous sections, the analysis explored how higher fuel costs impacted the 
region and how more expensive corn-based feed raised cost for New England farmers. 
In this section, the overall economic impact of these higher costs is further explored. To 
do that, the CRS analysis applied the IMPLAN input-output economic model. The 
IMPLAN model is licensed by IMPLAN Group LLC, a firm which works with 
governments, universities and other public and private organizations to assess the 
impacts of policies and programs across all industry sectors, along with government  
data and forecasts compiled by the EIA. 

Bddpsejoh!up!DSTƫt!fdpopnjd!npefmjoh-!the cumulative costs  of the RFS from 2005 to 

2024 amount to a stunning $20 billion in lost  output in New England. In other words, 
New England lost the opportunity to produce $20 billion of goods and services because 
of the ethanol tax! This huge economic blow equates to a loss of $7.3 billion in labor 
income and over 7,000 jobs annually (141,000 job-years total ). These findings are 
presented together in Table 5.  

Table 5: Aggregate Economic Impacts due to  
Reduced Household Spending in New England, 2005-2024 

 

Economic Impact  
Aggregate Economic Lost 

Opportunity  

Output $19.96 billion  

Labor Income $7.28 billion  

Annual Employment 7,050 jobs 
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As shown in Figure 6 below, the losses in household income associated with higher fuel 
prices contribute to  a cumulative loss in output  of $6.29 billion over the past 10 years. 
This output loss results from household spending on a fuel  that originates  outside of 
New England instead of goods and services originating in New England, which would 
ibwf!cpptufe!uif!sfhjpoƫt!fdpopnz/!Jg!FQB!dpoujovft!up!fogpsdf!uif!nboebuf-!uif!
region can look forward to a much bigger cumulative lost output of $13.67 billion over 
the next decade.  

 
Figure 6: Cumulative Lost Output in New England, 2005-2024 (billions of 2014 $)  
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Fbdi!tubufƫt!tibsf!pg!uif!lost  output  is roughly proportional to its population. Figure 7 
csfblt!pvu!fbdi!tubufƫt!tibsf!pg!uif!nearly $20 billion impact to New Englandƫt output 

from 2005 to 2024.  

 

Figure 7: Breakdown of Output Impact in New England by State (2005-2024)  
(millions 2014$)  

 
 

As the chart demonstrates, Massachusetts pays the lionƫt!tibsf!pg!uif!SGTƫt!dptut!
($9.3 billion), while Connecticut ($4.6 billion) and Maine ($1.9 billion) round out second 
and third place on this ignominious list,  respectively.   
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Using IMPLANƫt!npefmjoh, the CRS analysis also examined how these output losses 
would be felt across a number of important  industry sectors.  Figure 8 shows the top 10 

most impacted sectors and the  lost  output  each sector will experience between 2005 
and 2024. For example, the real estate sector (including owner-occupied dwellings)  
would be forced to endure a $2.39 billion hit, while healthcare (hospitals and physician 
offices of physicians)  would lose over $2 billion. In other words, New England residents 
would have spent the money that went towards corn ethanol on local real estate and 
better local health care.  

Figure 8: Breakdown of Output Loss by Industry Sector (Top 10) in New England from  
2005-2024 (millions of 2014 $)  
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CRS also used IMPLAN modeling to project the size and distribution of the loss of labor 
income due to the RFS mandate. As previously described, IMPLAN modeling suggests 

that the RFS resulted in a $2.3 billion loss in labor income over the last 10 years. If EPA 
enforces the RFS targets set by Congress the model shows another $4.98 billion in lost 
labor income across New England. Over 20 years, this adds up to a $7.28 billion loss for 
the regionƫs workers.   

 

Figure 9: Labor Income Impact in New England due to RFS Mandates  
(billions of 2014 $)  
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As with output impacts, the distribution of these losses varies across New England 

states, as illustrated in Figure 10. 
 

Figure 10: Breakdown of Labor Income Impact in New England by State (2005-2024) 
(millions 2014$)  Total $7.28 billion  

 
 

  

CT, $1,710 

ME, $631 

MA, 
$3,529 

NH, $739 

RI, $428 
VT, $241 



  

 

 

accf..org www.centerforregulatorysolutions.org 

22 

The CRS analysis also used IMPLAN to forecast  the lost employment due to repressed 
economic growth and reduced labor demand. The model shows an annual loss of more 

than 141,000 jobs over the 20-year period between 2005 and 2024. On average, those 
costs translate roughly into 7,050 lost jobs per year. But, as Figure 11 shows, the bulk of 
the job loss impact has yet to be realized Ƨ it will spike in 2017 and stay close to 10,000 
lost jobs annually thereafter unless the RFS is fundamentally reformed.  

 
 
 

Figure 11: Labor Loss in New England by Year 
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WEALTH TRANSFER 

As the CRS analysis demonstrates , the RFS has assessed major costs on the six New 
England states, and, at least heretofore, has provided very few benefits. Higher fuel 
prices, more expensive agricultural and farming inputs, and upward pressure on food 
qsjdft!ibwf!ofhbujwfmz!bggfdufe!Ofx!Fohmboeƫt!economy while benefiting the ethanol 
industry in the handful of corn states, as Figure 12 demonstrates.  

 

 

Figure 12: Illustrative Wealth Transfer from New England to Corn & Ethanol Producing 
Regions 

 
 

 

  


















































