
FIFTEEN YEARS OF FUEL METHANOL DISTRIBUTION 

Peter F. Ward 
Jonathan M. Teague 

California Energy Commission 
Sacramento, CA 95814 

Abstract 

This paper examines how the distribution and marketing of fuel methanol has developed in the fifteen years 
since the California Legislature initiated the investigation into the "feasibility and cost-effectiveness" of 
alcohol fuel for transportation in 1979. California's ambitious policy initiative to reduce the use of imported 
petroleum encouraged the accelerated developillent of automobile technology and advanced the application of 
the existing fuel distribution system for alcohol fuels. The California Methanol Demonstration sponsored by 
the California Energy Conlmission is now the largest demonstration of its kind in the world. 

The current state of development of the fuel methanol distribution infrastructure system (M85 and M100)is 
presented in terms of the adaptation of the petroleum fuel infrastructure for the storage, distribution and retail 
marketing of fuel methanol. Topics include: 

The cost-shared estilblishment of a network of methanol retail stations; limitations to station 
development, marketing efforts, station operation and maintenance, efforts to assure fuel quality and 
convenience of dispensing, including transaction billing services; 
Cooperative efforts of dispensing equipment manufacturers, automakers and the CEC to improve 
fuel quality by initiating a fuel sa~nplingand testing regimen and by researching fuel methanol 
compatibility, new materials and the interaction of fuel methanol with gasoline fuel additives. This 
includes preventing both detrimental effects of methanol on equipment and any effect by the 
equipment on fuel quality: 
The analysis of in-use economics of fuel nlethanol including wholesale and retail pricing for both 
retail and fleet-operated dispensing, cost effectiveness of current methanol use and projections for the 
future cost-competitiveness and market growth of fuel methanol. 



Background 

The start of California's experience with 
alternative transportation fuels began, in response 
to oil shortages of 1973 and 1979, with the 
pnssage of Senate Bill 620- Statutes of 1979. SB 
620 was a multi-faceted omnibus mass transit 
mensure. Among its many provisions, it allocated 
the sum of ten million dollars "to investigate the 
practicality and cost-effectiveness of alternative 
motor fuel" (SB 620). This terse mention of 
alternative fuels was the first California public 
policy initiative for the development of alcohol 
fuels. The then-recently created Energy Resources 
Conservation and Development Commission, also 
h o w  as the California Energy Commission 
(Commission). was given the responsibility for 
carrying out this investigation. 

It is instructive to recall the historical context for 
this proposal. The year 1979 saw the second 
major energy crisis in the decade, which was 
evidenced by motor fuel scarcity and the resulting 
steep escalations in fuel prices paid at the pump, if 
and when fuel was available. Odd- and even-day 
he1 rationing, consumers topping-off vehicle fuel 
tda at every opportunity, and government- 
imposed fuel allocation programs marked this 
period. A variety of measures were adopted in the 
attempt to deviate the market disorder that was 
caused by the relatively small shortfall in world oil 
supply and exacerbated by the inability of oil 
companies to quickly augment supply. 

Another, perhaps longer term result of this second 
"petroqunke" was the response of United States 
society.generally. An unprecedented array of 
programs were launched to adapt to the 
anticipated increases in oil prices. These 
programs sought to initiate lasting changes in the 
nation's the energy mix and to educate the 
populace about energy issues, efficiency measures 
md ahnat ive fuels. Significant societal changes 
with respect to energy policy, production, use and 
conservation occurred as a result. At that time 
state and national policy makers attempted to 
address the need to secure supplies and manage 
the demand for an essential commodity, the use of 
which pervades the fabric of industrial societies. 

Nowhere is dependence upon petroleum more 
evident then and now than in the transportation 
sector. 

It is worth noting that the issue of reducing vehicle 
emissions to improve air quality, which has been a 
central argument supporting the development of 
alternative fuels over the past ten years, was not 
the primary issue of concern when these initiatives 
were begun. Air quality wns seen at the time to be 
an ancillary issue, although it was acknowledged 
that the adoption of alternative fuels should not 
esacerbate air quality problems and could in fact 
potentially help resolve them. 

PROGRAM PLANNING 

In planning its investigation into the practicality 
and cost-effectiveness of alternative motor fuels, 
the Commission used a three-element approach. 
The fmt  element consisted of conducting an 
evaluation to identify and rank the most promising 
alternative fuels for California given the state's 
needs and characteristics, and the fuels' potential 
for domestic production and ability to substitute 
for gasoline and diesel. The alternative fuels 
evaluated included electricity, natural gas, 
methanol, ethanol. hydrogen and propane. At the 
t-une the evaluation was conducted, methanol 
stood out clearly as having the best potential for 
replacing petroleum on a widespread basis. 
Ethanol was also considered viable fiom the 
standpoint of use, although its supply potential for 
the state then was considered questionable. 

The next element in the investigation of 
ahnative motor fuels was the formation of a 
hvo-part demonstmtion: the demonstration on 
road of alcohol fuels, both methanol and ethanol, 
and the feasibility of and potential for the cost- 
shared establishment of ethanol production 
facilities in California. While the on-road 
demonstration showed that both alcohol fuels 
could be readily used in internal combustion 
engine (ICE) vehicles, the fuel ethanol production 
feasibility study for the most part indicated 
generally unfavorable economics, given the 
















































































