Ethanol Mandate Raises Restaurant Costs
by Christopher Doering
	Nov 28, 2012 - Diners may have to pay more for their favorite chain restaurant meal in the coming years, due to billions of dollars in extra costs generated by a federal mandate requiring ethanol to be blended into the country’s gasoline supply, according to a study released on Wednesday by the National Council of Chain Restaurants.
	The restaurant trade group, which asked PricewaterhouseCoopers to conduct the study, estimated the average chain location could see its costs increase by $18,000 a year starting in 2015, when a biofuels mandate known as the Renewable Fuel Standard increases to 15 billion gallons.  Overall, the trade association, which represents major restaurant chains including Outback, McDonald’s and Wendy’s, said the mandate could cost chain restaurants up to $3.2 billion annually.
	The Renewable Fuel Standard, a 7-year-old law that requires 13.2 billion gallons of corn-based ethanol to be blended into the vehicle fuel supply this year, has been widely criticized by livestock, state governors and other groups.  They argue consumers end up paying more at the grocery store because corn is being siphoned off to produce ethanol instead of being used for food or livestock feed.  Ethanol is expected to use 4.5 billion bushels of corn, or about 40% of the country’s corn production this year.
	“The RFS mandate artificially inflates the price of corn, which increases costs throughout the system, from cattlemen and poultry and pork producers to dairy farmers and restaurant operators,” said Rob Green, executive director of the National Council of Chain Restaurants.  “The RFS mandate forces small business owners, franchisees and their suppliers to spend higher and higher sums on commodities, which ultimately drives up prices on the end-user, the consumer.”
	Following the worst drought to sweep the United States in 50 years, opponents of the Renewable Fuel Standard asked the Environmental Protection Agency this summer to waive the mandate to free up billions of bushels of corn.  But the agency ruled against the request earlier this month, saying a waiver would have a minimal effect on corn, food or fuel prices.
The ethanol industry has countered that the weather, and not ethanol, drove up corn prices and said opponents of the mandate were trying to capitalize on weather concerns to get a break from the mandate.  “These groups distort the facts in order to justify higher profits, and ignore the fact that Americans pay the lowest per capita cost for food in the world,” said Tom Buis, chief executive of Growth Energy, a group that represents the ethanol industry.
	The Iowa Renewable Fuels Association also blasted the restaurant industry report.  “Many others are already pointing out the numerous, debilitating flaws in the NCCR’s so-called study,” said Monte Shaw, executive director of the group.  “But the fact remains, if NCCR were truly concerned about the cost of food in America, they would have simple advice: eat at home.” Critics of the report noted, for example, PricewaterhouseCoopers ignored some studies and peer reviews that failed to back their findings, and in one case used a 4-year-old analysis they said was discredited.
	The National Council of Chain Restaurants became the latest group to urge Congress to repeal the Renewable Fuel Standard.  The American Petroleum Institute, which represents energy giants such as ExxonMobil and ConocoPhillips, on Tuesday called on Congress to scrap the Renewable Fuel Standard.  The oil and gas industry trade group said the program is riddled with “shortcomings” and is not working as intended when Congress put it in place by in 2005.
	Sen. John Thune, R-S.D., told reporters on Wednesday the rejection of the waiver request by the EPA was the right decision.  He disagreed with critics who said the Renewable Fuel Standard needs to be overhauled.  “I think it would be a big mistake to move away from the RFS,” said Thune.  “Having said that, I expect we’re going to be fighting that fight in the next Congress.  There are outside groups that are now ginning up, trying to create a movement to do that because they have failed to win approval of some of these waiver requests,” he said.
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