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Alternative fuels and infrastructure are likely to be important in the future as security and environmental concerns come forward in national priorities.  We consider the economic costs of various ethanol fuel blends for transportation scenarios in the US as a substitute for petroleum-based fuel.  The current infrastructure in the US for shipping and refining petroleum-based fuels has been highly optimized over time and contributes a relatively small portion of costs (about 3 cents/gal).  Our estimates for various ethanol replacement scenarios yield higher cost (2.5 to 9 cents per gallon of ethanol blend for downstream transportation costs only) but remain a relatively small fraction of total fuel cost.  If ethanol is to be a competitive option in the long run, more efficient shipment infrastructure will need to be developed, such as pipelines.  Unfortunately when using ethanol in low level blends (e.g. E10 (10% ethanol/90% gasoline)) existing petroleum and product would still be needed for gasoline based portion of the fuel.  Building new pipelines to deliver ethanol would be cost-effective in the short run but if ethanol were to replace gasoline in the long run then pipeline overcapacity would exist.

