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The Great

Corn Con

By Steven Rattner

EELING the need for an ex-

ample of government policy

run amok? Look no further

than the box of cornflakes on

your Kitchen shelf. In its myri-
ad corn-related interventions, Washing-
ton has managed simultaneously to
help drive up food prices and add tens
of billions of dollars to the deficit, while
arguably increasing energy use and
harming the environment.

Even in a crowd of rising food and
commodity costs, corn stands out, its
price having doubled in less than a year
to a record $7.87 per bushel in early
June. Booming global demand has over-
taken stagnant supply.

But rather than ameliorate the prob-
lem, the government has exacerbated it,
reducing food supply to a hungry world.
Thanks to Washington, 4 of every 10
ears of corn grown in America — the
source of 40 percent of the world’s pro-
duction — are shunted into ethanol, a
gasoline substitute that imperceptibly
nicks our energy problem. Larded onto

Making ethanol at the
expense of the world
food supply.

that are $11 billion a year of government
subsidies to the corn complex.

Corn is hardly some minor agricultur-
al product for breakfast cereal. It’s
America’s largest crop, dwarfing wheat
and soybeans. A small portion of pro-
duction goes for human consumption;
about 40 percent feeds cows, pigs, tur-
keys and chickens. Diverting 40 percent
to ethanol has disagreeable conse-
quences for food. In just. a year, the
price of bacon has soared by 24 percent.

To some, the contours of the ethanol

story may be familiar. Almost since

Iowa — our biggest corn-producing
state — grabbed the lead position in the
presidential sweepstakes four decades
ago, support for the biofuel has been
nearly a prerequisite for politicians
seeking the presidency.

Those hopefuls have seen no need for
a foolish consistency. John McCain and
John Kerry were against ethanol sub-
sidies, then as candidates were for
them. Having lost thé presidency, Mr.
McCain is now against them again. Al
Gore was for ethanol before he was
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against it. This time, one hopeful is ex-
perimenting with counter-program-
ming: as governor of corn-producing
Minnesota, Tim Pawlenty pushed for
subsigies—before— re—empraced —a-
“straight talk” strategy.

Eating up just a tenth of the corn crop
as recently as 2004, ethanol was tur-
bocharged by legislation in 2005 and
2007 that set specific requirements for
its use in gasoline, mandating steep
rises from year to year. Yet another gov-
ernment bureaucracy was born to en-
force the quotas.

To ease the pain, Congress threw in a
45-cents-a-gallon subsidy ($6 billion a
year); to add another layer of protec-
tion, it imposed a tariff on imported eth-
anol of 54 cents a gallon. That suc-
cessfully shut off cheap imports, pro-
duced more efficiently from sugar cane,
principally from Brazil

Here is perhaps the most incredible
part: Because of the subsidy, ethanol
became cheaper than gasoline, and so
we sent 397 million gallons of ethanol
overseas last year. America is simulta-
neously importing costly foreign oil and
subsidizing the export of its equivalent.

That’s not all. Ethanol packs less
punch than gasoline and uses consider-
able energy in its production process.
All told, each gallon of gasoline that is
displaced costs the Treasury $1.78 in
subsidies and lost tax revenue.

Nor does ethanol live up to its envi-
ronmental promises. The Congressional
Budget Office found that reducing car-
bon dioxide emissions by using ethanol
costs at least $750 per ton of carbon di-
oxide, wildly more than other methods.
What is more, making corn ethanol con-
sumes vast quantities of water and in-
creases smog.

“Then there’s energy efficiency. Stud-
ies reach widely varying conclusions on
that issue. While some show a small
saving in fossil fuels, others calculate
that ethanol consumes more energy
than it produces.

Corn growers and other farmers have
long exercised outsize influence, thanks
in part to the Senate’s structural tilt to-
ward rural states. The ethanol give-
away represents a 21st-century add-on
to a dizzying patchwork of programs for
farmers. Under one, corn growers re-
ceive “direct payments” — $1.75 billion
in 2010 — whether they grow corn or
not. Washington also subsidizes crop in-
surance, at a cost of another $1.75 billion
last year. That may have made sense
when low corn prices made farming a
marginal business, but no longer.

At long last, the enormity of the na-
tion’s budget deficit has added momen-
tum to the forces of reason. While only a
symbolic move, the Senate recently vot-
ed 73 to 27 to end ethanol subsidies.
That alone helped push corn prices
down to $7 per bushel. Incredibly, the
White House criticized the action —
could key farm states have been on the
minds of the president’s advisers?

Even farm advocates like former Ag-
riculture Secretary Dan Glickman
agree that the situation must be fixed.
Reports filtering out of the budget talks
currently under way suggest that agri-

w. culture subsidies sit prominently on;the
“ chopping block. The time is ripe. O



