
We did a comparison test of two fuels, 
regular gasoline (87 octane) and E85 (100 

to 105 octane). Our test vehicle was a flex-fuel 
2007 Chevrolet Tahoe 4WD LT powered by a 
5.3-liter V-8 hooked to a four-speed automatic 
transmission. 

We tested acceleration using both fuels and 
our standard procedures, then we measured 
fuel economy at steady speeds of 30, 50, and 
70 mph around a 2.5-mile oval test track, three 

runs at each speed that were averaged to pro-
duce the numbers you see in the accompany-
ing charts. The fuel-economy results were cal-
culated using the vehicle’s onboard computer. 

We began the test with the Tahoe running 
on E85 fuel and later drove the SUV until its 
tank was as empty as we dared, and in that way 
we were able to flush the tank of almost all the 
ethanol. Then we refilled the tank with regular 
gasoline and repeated our procedures. All test-
ing was done in two-wheel-drive mode. The 
results are shown here. 

Differences in acceleration times were 
insignificant (although GM says E85 improves 
horsepower by as much as three percent). On 
the downside, the fuel economy on E85 was 
diminished more than 30 percent in two of the 
three tests, about what we expected. The EPA’s 
numbers suggest that fuel economy worsens 
by 28 percent on E85 compared with regular 
gas. On any Tahoe equipped with a 5.3-liter V-8, 
the E85 flex-fuel feature is a no-cost option, but 
running E85 reduces the driving range from 
roughly 390 miles a tank to about 290.

T
he price of fuel ethanol usually goes 
up and down in sync with gasoline 
prices. Both are fuels. Within limits 
they are interchangeable. If gasoline 
is expensive, then the market will 

pay more for a gasoline substitute. So they 
rise and fall together.

But not always. And not exactly. Early in 
2005 a number of new ethanol plants had 
come on stream. With supply strong, the 
wholesale price of ethanol dropped to about 
$1.30 a gallon in Los Angeles, after the 51-
cent-per-gallon tax credit. At the same time 
gas wholesaled for about $1.85 per gallon. 

Then, starting in October, with post-
Katrina fuel shortages, ethanol went up to 
match gasoline, and in early 2006, it moved 
above. The reason? MTBE had become a 
liability because of its pollution of ground 
water, so it was being phased out. Yet the 
rule requiring the addition of an oxygenate 
to reformulated gasoline was in place till May 
2006, raising ethanol demand. In mid-March, 
the price of ethanol was 10 to 20 cents above 
that of gasoline, with an average wholesale 
price after tax credit in California of about $2.

The point here is that, surprise, fuel prices 
are determined by supply and demand. What 
it costs to make a gallon of ethanol has little 
to do with what you’ll pay in the retail market.

To retail customers, the price of ethanol 
has largely been irrelevant. Almost always it 
has been a minor component of gasoline, 10 
percent or less, so the price of the gasoline 
dominated at retail.

The one exception is E85, where ethanol 
makes up 85 percent of the mix. With only 
592 stations across the country serving up 
that concoction, it has been easy to ignore 
E85 up to now. But GM’s Live Green, Go Yel-
low ad campaign, which touts the ability of 
nine GM models to reliably burn that fuel, 
prompts a serious look at the economics of it.

What GM’s Go Yellow ads don’t tell is that 
your fuel economy will drop by about 25 per-
cent when you use E85 instead of gasoline. 
For example, a four-wheel-drive Chevrolet 
Tahoe 1500 with a 5.3 V-8 and automatic has 
an EPA rating of 15 mpg city and 21 mpg 
highway on gasoline but only 11 and 15 on 
E85. This info is not on the window sticker; 
indeed, we could not find it through any GM 
sources. 

This mileage drop is inescapable and 
directly proportional to the E85’s reduced 

energy content.
Although E85 prices have usually been 

less per gallon than gasoline’s, in March they 
were equal, plus or minus 10 cents a gallon, at 
most locations. Paying the gasoline price for 
25-percent-fewer miles makes going yellow 
very expensive.

Since flex-fuel vehicles will burn either 
fuel, here’s how to tell which is the better 
financial deal. Divide the gasoline price by 
1.33. If E85 is priced above the result, don’t 
buy it. Example: If gasoline is $2.50 per gallon, 
don’t pay more than $1.88 for E85. Unless you 
especially enjoy 
going yellow. —PB

Ethanol Economics
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With fewer than 600 stations selling E85 
fuel in 37 states, why have GM, Ford, and 

vehicles by the millions?
The answer is the mandatory Corporate Aver-

age Fuel Economy (CAFE) standards. Federal law 

average 27.5 mpg; light trucks must achieve 22.2 
mpg. Failure to do so can result in substantial 

-
ers that build E85 vehicles to encourage their 
production.

The irony here is that although E85 in fact gets 
poorer fuel economy than gasoline, for CAFE pur-
poses, the government counts only the 15-percent 
gasoline content of E85. Not counting the ethanol, 
which is the other 85 percent, produces a seven-

for an E85 vehicle results from averaging the gas 

Calculating backward from our test Tahoe’s 

derived from the unpublished CAFE numbers), we 

20.1 mpg to 33.3 mpg, blowing through the 22.2-
mpg mandate and raising GM’s average. What’s 
that worth? Well, spread over the roughly 4.5-mil-
lion vehicles GM sold in 2005, the maximum 0.9-

That’s not chump change, even for the auto giant. 
—Dave VanderWerp

No Surprise: E85 Is a 
Bummer in Fuel Economy

Acceleration, seconds E85 87 oct
0–30 mph 2.7 2.8
0–60 mph 7.5 7.6
0–90 mph 16.6 16.7

¼-mile @ mph 15.8 @ 88 15.8 @ 88
rolling 5–60 mph 7.9 8.1

to
p-

ge
ar 30–50 mph 4.6 4.6

50–70 mph 4.8 5.0
All runs performed in two-wheel drive.
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