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THE NEW HARVEST

roviding clean energy from American

farmlands is a win for rural economies,
national energy security, and the
environment. Rural America needs new
economic opportunities while the nation
faces challenges of obtaining affordable,
reliable, clean energy. America’s rural
landscape is the place to address both
challenges. The farm sector can provide
a significant share of American energy
demands. With trade agreements and
budgetary pressures threatening traditional
farm support policies, clean energy is an
opportunity to create a profitable new rural
industry. This paper outlines the promising
new technologies—and policies to rapidly
commercialize them—that can grow this
new harvest.

Biofuels are growing rapidly, due to high
oil prices and low corn prices, improvements
in fuel production efficiency, and stable
state and federal policies. In 2004, the
ethanol industry produced 3.5 billion gallons
of fuel, supporting the creation of more

than 147,000 jobs in all sectors of the U.S.
economy and boosting U.S. household
income by $4.4 billion.

But the potential for corn-based ethanol is
limited. U.S. farmers can double production
in the next few years, but will likely hit a
limit at around six percent of national fuel
demand. For biofuels to account for a
serious portion of U.S. fuel supplies, we need
to move to advanced biofuels made from
cellulose, the material that makes up most
of a plant’s mass. Advanced biofuels could
displace nearly eight million barrels of oil
daily, more than three times current Persian
Gulf imports. When teamed with more
efficient vehicles and better planning for
our growing cities, advanced biofuels could
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virtually replace gasoline use in light duty
vehicles by 2050. With policies to place the
first billion gallons of capacity on the ground
by 2015, we could add $5 billion to farmer
profits by 2025.

Wind power, at costs competitive with
coal and natural gas electricity, can be
generated across vast areas of the U.S.,
providing an economic boon to rural
communities. The industry is currently
booming, with almost $3 billion of turbines
sold in 2005, and a similar amount expected
in 2006. Major corporate players are active
in the wind industry, including GE, John
Deere, and Shell.

Rural investors are playing an increasing
role in the industry, with farmer-owned
projects going up in Minnesota, lowa,
Texas, Colorado, and elsewhere. While
farmers prosper by just leasing lands to
wind developers, local ownership means

a greater economic development boost to
struggling rural communities, and greater
diversification of income. With long term,
stable policy support, wind power could
provide 10 percent of U.S. power supplies
by 2020. Reaching that goal could create
30,000 new jobs, deliver $15 billion in annual
payments to farmers, and boost annual
property tax revenues in rural communities
by $5 billion.

Farm leaders understand that Ag-Energy
represents a major new opportunity.
American Farm Bureau Federation President
Bob Stallman notes, “The development

of alternative energy sources is not only
significant to the advancement of American
agriculture, but also is vital to enhancing our
nation’s security.”



POLICIES TO GROW BIOFUELS

«Put the first billion gallons of cellulosic
capacity on the ground through expanded
federal R&D and deployment. A $2 billion
investment over 10 years would build

the first billion gallons of capacity using
feedstocks from across the country, such

as Midwest corn stover, Northwest wheat
straw, and Southern grasses.

« Enact and strengthen Renewable Fuels
Standards. A new national standard requires
7.5 billion gallons a year of ethanol use

by 2012, with 250 million gallons per year
cellulosic production by 2013. This should
be increased to 10 percent and require
production of one billion cellulosic gallons
per year by 2015. States can set more
ambitious goals.

JImprove financial incentives at state

and federal levels. The ethanol industry

can rapidly grow if it receives support

to encourage new capital investments
including producer incentives, low-cost
loans, and tax exemptions.

-Make all new vehicles Flexible Fuel. Flexible
Fuel Vehicles (FFVs) are capable of operating
on 85 percent ethanol, E85. The cost of
making a new vehicle flex fuel-ready is under
$100. A federal requirement to make all new
cars and light trucks FFVs will create a vast
new market for farmers.
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-Spur market demand for E85 vehicles with
government procurement. Government
fleets are a good place to

build early demand for FFVs and E85 filling
stations.

«Improve vehicle fuel economy. Improved
efficiency reduces the land base required
to fuel vehicles, increasing the share that
farmlands can supply. Car and light truck
fuel economy can increase to 40 mpg at
no net cost to consumers and with no

loss of performance. The combination of
American biofuels and better auto efficiency
will provide a one-two punch to our
dependency on foreign oil.
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