June 3, 2004

Mr. Gregory R. Page

President and Chief Operating Officer

CARGILL

P.O. Box 5724

Minneapolis, MN 55440

Dear Mr. Page:

Thank you for your prompt and thorough response to my letter of May 18 regarding news reports that Cargill is considering importing Brazilian sugarcane-based ethanol into the United States through the Caribbean Basin. I very much appreciate your willingness to engage in a dialogue on this and other issues important to American agriculture.

As you suggested, I read the letter you sent to the National Corn Growers Association regarding Cargill's involvement in the global ethanol trade. My focus appears to be slightly different than that expressed by the Corn Growers. For instance, my concern about your potential El Salvador investment is in no way meant to challenge Cargill's commitment to U.S. producers or support of U.S. agricultural trade. My primary interest in meeting with you or Mr. Staley is to explore common ground and discuss our mutual desire to encourage agricultural producers to also become fuel producers, thus benefiting American motorists and rural communities.

You are absolutely correct when you write, "I am sure you share the concern of U.S. consumers about oil prices that are currently at $42/barrel and gasoline prices in excess of $2/gallon." And I fully agree with your analysis that increased ethanol production is vitally important to relieve soaring gasoline prices, and to reduce costly crude oil and finished gasoline imports. However, by your own admission, the projected El Salvador operation would not be a consistent, reliable supplier of ethanol to the U.S. market. It would, in your words, "be well positioned to supply global ethanol needs in times of tight supply." 

My preference would be to offer public policy incentives to sustainable, reliable ethanol producers that utilize agricultural or other renewable feedstocks, preferably those grown in the U.S. I do not see how exchanging one form of import dependence for another is the answer to the American motorist's gasoline price concerns. My prescription is to do everything possible to create the conditions for our domestic ethanol industry to grow to meet this demand.

I do commend Cargill's desire to help the people of El Salvador. As a supporter of the Caribbean Basin Initiative, I agree that promoting local job creation and increased economic activity in this region is important. However, Mr. Vassellucci's public comments that a full-scale investment is not contemplated raise questions about the true economic value of the project to El Salvador. It would seem that constructing a full-fermentation ethanol plant that utilizes local sugarcane as its feedstock as opposed to Brazilian hydrous ethanol would have a substantially more profound effect, both direct and indirect, on local economic development than the 25-plus jobs you project for your dehydration facility in El Salvador.

Finally, given Cargill's substantial prestige and reputation within the business community, my fear is that such an investment could establish a dangerous precedent for other importers that would have significant long-term ramifications for the domestic ethanol industry and the farmers and communities that serve it. American farmers and ethanol producers must make multi-million investments in full-scale ethanol plants. It seems likely to me that the emergence of CBI "pass-through" operations could discourage some of that investment and adversely impact our goal of expanding domestic ethanol capacity. 

Given the current tensions in the Persian Gulf, and America's refinery capacity bottlenecks, the nation needs a greater volume of homegrown ethanol, and needs it now. I welcome the opportunity to discuss with you how the construction of a 63 million gallon capacity dehydration facility in El Salvador that creates 25-plus local jobs fits Cargill's broader and well-established corporate commitment to a vibrant and expanding domestic ethanol industry and a stronger rural economy.

Again, thank you for both entertaining my concerns and agreeing to meet to discuss them further. I welcome the opportunity to work with Cargill to see that new ethanol investment occurs in the U.S. and utilizes American farm products.

With best wishes, I am

Sincerely,

 

 

Tom Daschle

United States Senate
