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August 27, 2012 

 

Governor Mike Beebe      

State Capitol Room 250                                               

Little Rock, AR 72201                                                 

 

Dear Governor Beebe: 

We reviewed your letter requesting a waiver of the Renewable Fuel Standard for ethanol with great 

interest, and want to offer some corrections to the misinformation contained in your request. 

 

The letter states since 2007 corn has been higher priced, more volatile and in tighter supply. You attribute 

this to the Renewable Fuel Standard (RFS) and corn ethanol production, citing that 40 percent of the 

nation's corn goes to ethanol. That is simply inaccurate. That is a gross number, and the reality is the net 

acres used is substantially smaller, coming in at 16 percent when you factor in that only one-third of the 

kernel is used for ethanol, only the starch is removed, while all the protein, fiber and oil is returned to the 

feed chain in the form of a high protein, nutritious animal feed. This co-product, known as distillers 

grains, displaces both corn and soybean meal for animal feed and is less expensive. 

 

Below is a list of some important facts to clarify, removing the misinformation and distorted truths that 

have clouded this debate: 

  

The nation's corn planted acreage has increased from 81.78 million acres in 2005 to 96.41 million acres in 

2012. The amounts of corn used by livestock and poultry, export and the residual have remained roughly 

constant. 

 

The growing trend of greater harvests is, in large part, due to factors related to the free market. Increased 

demand for ethanol has stabilized the corn market by providing a minimum assured purchase for farmers 

and a level of certainty in terms of demand. This has, in essence, put a floor under the price of corn, 

allowing farmers to sell their product in a free market, instead of relying on the government to subsidize 

farmers to produce corn below the cost. This has long been a goal in the agricultural community, and the 

ethanol industry has helped achieve this. 

 

However, there is always an inherent risk in agriculture due to the unpredictability of Mother Nature, and 

as with this drought, prices also rose in 2007-8 due to crop failures in Russia and Australia, leading to 

record high wheat prices and some shift to corn.  

 

One of the driving forces behind market and price volatility has been the widespread increase in 

speculation, especially in 2008 with the widespread participation of financial firms into the futures 
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market. Ideally, a futures market has about 20 percent financial and 80 percent producers and buyers, but 

starting in 2008, we saw financial participation as high as 80 percent in the commodity markets. This is 

"hot" money, flowing in and out by automated trading programs on scraps of rumors, creating instability 

in the market, removing any level of certainty and creating the financial uncertainty that has led to 

unpredictable and fluctuating market prices.  

 

Speculation has also lead to market volatility and fluctuating prices. Just two weeks ago there was 

evidence of this volatility when the new USDA crop forecast was announced. Speculators reading only 

the first line of the press release bid the price up several cents at opening. By the end of the day the price 

closed several cents lower when the forecast was understood, recognizing that although this drought will 

cause crop loss this year, it still will be the eighth largest in U.S. history.  

 

The reality is that ethanol has been a stabilizing factor in the corn market. When corn prices go up, 

ethanol production declines, as it has by 15 percent. When corn prices go down, ethanol production goes 

up. The market mechanism of supply and demand does in fact work. Ethanol production this year has 

already declined from over 900,000 barrels per day to approximately 800,000 barrels per day, freeing 

millions of bushels of corn for other use.  

 

Your letter asserts that the direct cause of hardship for poultry and livestock producers is caused by the 

drought. But, you neglect to also recognize the shared hardship this drought has placed on corn farmers, as 

well as cattle ranchers whose pastures have dried up due to record temperatures and a lack of rain. Any 

objective analysis would consider the shared hardship across the entire agriculture community.  

 

If the Environmental Protection Agency were to grant a waiver, and if it did indeed lower the price of corn 

(although studies how the change would be negligible), these farmers would be hit twice, first with 

drought-ravaged yields, and then with lower prices. While this may be only a secondary calculus in 

Arkansas, it looms large in Midwestern corn states.  

 

The end result of a waiver, preventing the use of corn in ethanol is the equivalent of a domestic grain 

embargo. Farmers recall well the domestic grain embargos of earlier decades – they placed extraordinary 

financial hardships our family farmers. Let us not forget that the corn crop belongs to the corn farmers 

first and foremost, not to the poultry and livestock industries, and dictating who they can sell it to is a 

violation of the inherent freedom of a capitalistic marketplace. It is not the job of the government to pick 

winners and losers. 

 

Furthermore your request for a petition to waive the RFS ignores the rising price of gasoline and the 

benefits that ethanol brings to suppressing rising costs. Since July 2, gasoline has risen 12 percent, costing 

consumers on average $.39 cents a gallon more nationwide. Ethanol is now approximately $.40 cents a 

gallon cheaper than gasoline. Adding ethanol to the fuel mix makes gasoline cheaper. With the global oil 

market so vulnerable to any disruption, cutting ethanol production would therefore further hike the price 

of gasoline. Near record high gas prices, as we are currently experiencing causes more harm to Arkansas 

and North Carolina voters than a minimal rise in the price of meat and poultry.  

 

Finally, there are not only significant financial, but also national security ramifications if a waiver was to 

be granted. Last year the U.S. saved approximately $50 billion in imported fuel costs, by adding some 



Page 3 of 3 

900,000 barrels per day to the nation's fuel supply. This is approximately $50 billion that was not sent 

abroad to other nations, some of whom are working against American aims and interests abroad.  

 

Market economics dictate that even if a waiver was to be granted, the production of ethanol is probably 

unlikely to drop, because refiners use ethanol as the least expensive way to raise their octane levels.  

 

Granting a waiver would set a terrible precedent that an isolated incident one year has the potential to alter 

successful policy due to hysteria and misinformation. This would discourage private investors from 

moving forward on advanced biofuel or cellulosic ethanol if the federal government does not make good 

on their commitment to the renewable fuel industry. 

 

Taking all of the above, into account, we believe it is clear why a waiver of RFS is not such a good idea.  

 

 

Sincerely, 

Tom Buis      Gen. Wesley K. Clark (Ret.)  

CEO, Growth Energy     Co-Chairman, Growth Energy 

 

 

Cc:  The Honorable Beverly Perdue, Governor of the State of North Carolina 

 The Honorable Rick Perry, Governor of the State of Texas 

 The Honorable Nathan Deal, Governor of the State of Georgia 

 The Honorable Susana Martinez, Governor of the State of New Mexico 


