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Distilled from renewable crops such as 
sugarcane, corn or grains, ethanol as fuel 
reduces greenhouse gas emissions. It is also 
a clean replacement for oxygenating 
additive MTBE (methyl tertiary butyl ether), 
which seeks out and pollutes groundwater. 
And it could be a bonanza for sugarcane 
growers in Australia, Thailand and India, 
who are reeling from a world sugar price 
collapse but who could grow cane for 
ethanol plants (Planet Ark 18 December 
2001 at: 
http://www.planetark.org/dailynewsstory.cf
m/newsid/13743/story.htm). But is ethanol 
production and use a clean or dirty business? 
 
Soo Youn of Reuters reported on Tuesday, 7 
May, 2002 from New York that US trade 
regulators said they will send a price-fixing 
investigation of Archer Daniels Midland 
(ADM) and other producers of the gasoline 
additive ethanol to the Department of 
Justice, in a sign the case could turn into a 
criminal probe.  
"After reviewing these materials, staff of the 
FTC's Bureau of Competition has 
transmitted them to the Antitrust Division of 
the Department of Justice," the Federal 
Trade Commission's General Counsel 
William Kovacic wrote in a letter to Doug 
Ose, the head of the House Subcommittee 
on Energy Policy, Natural Resources and 
Regulatory Affairs.  

Late last month, Ose, a California 
Republican, introduced internal memoranda 
by ADM and other ethanol producers 
indicating collusion to set prices for alcohol 
originating from surplus European wine to 

finish into the gasoline additive. During the 
April 23 hearing, Ose asked the Federal 
Trade Commission (FTC) to investigate the 
allegations. After an initial review, the FTC 
turned the probe over to the Department of 
Justice, which is authorized to investigate 
criminal matters.  

Ose, an opponent of an ethanol mandate 
passed as part of the broader Senate energy 
bill, said the transferring of the investigation 
implied illegal activity. "The fact that the 
FTC referred these documents to the 
Department of Justice raises a new set of 
concerns regarding criminal violations by 
the ethanol industry," Ose said. "Although 
the FTC and the Justice Department can 
both investigate antitrust violations, the 
Justice Department is primarily responsible 
for investigating criminal violations," he 
added.  

ADM, which produces 41 percent of ethanol 
in the United States, has long touted the 
benefits of ethanol as a boon to U.S. farmers 
and U.S. energy security because most of 
the product is made from American corn.  

However, the documents under review 
suggest that the company has been rigging 
bids to buy European wine alcohol before 
processing it into ethanol in the Caribbean. 
In doing so, the company appears to have 
benefited from the advantage of subsidies 
both in Europe and the United States, Ose 
said.  

"There still is not any allegation of 
impropriety regarding the sale of ethanol," 
said Larry Cunningham, the company's 
senior vice president of corporate affairs. "It 
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has to do with purchases of wine alcohol in 
the European Union 8 or 10 years ago. We 
are doing fact-finding at ADM to determine 
what the facts are," Cunningham added.  

In 1996 ADM pleaded guilty to fixing prices 
of two other products and paid a US$100 
million fine, and three of its executives were 
convicted of criminal charges and sent to 
prison. 
In recent times China, Thailand and India 
have all begun to take steps to produce 
ethanol fuel from farm products or to blend 
it with gasoline. Japan has signed a major 
import contract for the fuel, while Taiwan is 
considering jumping on the bandwagon. It 
could be a bonanza for sugarcane growers in 
Australia, Thailand and India, who are 
reeling from a world sugar price collapse but 
who could grow cane for ethanol plants. 
"Ethanol is top of the pops. Everyone is 
talking about ethanol. People are seeing it as 
the international commodity of tomorrow," 
Ian Ballantyne, general manager of 
Australia's main cane farmers group, 
CANEGROWERS, said. 
 
Brazil has been making ethanol fuel since 
the mid-1970s, and is currently producing 
13 billion litres a year. The European 
Commission about to require an initial two 
percent blend of ethanol to be included in 
fuel by 2005, rising to 5.75 percent in 2010 
and 20 percent in 2020. 
 
Who is involved in ethanol production in 
Australia? BP Australia announced on 11 
April 2002 that, in a first for a major oil 
company in Australia, it has started a three-
month trial to gauge market acceptance of 
ethanol-blended fuels in Brisbane. BP will 
offer its high octane (95 RON) Premium 
Unleaded fuel containing ten percent ethanol 
to retail customers in the Brisbane area. The 

ethanol that BP will use is a renewable fuel 
sourced from the by-products of Australian 
sugar cane, thus lowering overall 
greenhouse gas emissions. It is a cleaner 
burning fuel that also reduces tailpipe 
emissions 
(http://www.bp.com.au/news_information/pr
ess_releases/pr_ethanol.asp).  
 
Has BP received federal assistance? In April 
2001, BP’s Bulwer Island refinery was 
successful in obtaining Federal funding of 
$8.8million, via the Australian Greenhouse 
Office, to trial ethanol blended fuel and 
provide infrastructure for receipt, storage 
blending and distribution of ethanol. BP has 
modified the operation of the Bulwer Island 
refinery to produce petrol – Reformulated 
Blendstock for Oxygenate Blending 
(RBOB) – which ensures that the ethanol 
blended product meets National Fuel 
Quality Standards and State legislated 
volatility standards. 
 
The growth of interest in ethanol use as a 
clean and green fuel in Australia is linked to 
the lack of excise duty on the fuel, the 
subsidies being provided by the federal 
government and surplus sugar biomass. If 
US concern is anything to go by there will 
have to be a careful watch over use and 
abuse of these perks which make capital 
investment in ethanol look more attractive 
for business, and over the cleanliness of 
future international sources of supplies. 
 

Roger can be contacted at 
roger.burritt@anu.edu.au. 
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