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Reformulated Gasoline

Basic points


-Venezuela and later Brazil challenged the United States regarding unfair treatment in gasoline standards.


-The controversy is whether or not the United States discriminated against foreign imports of reformulated gasoline.

-The United States had passed a clean air act and they felt that the foreign gasoline's did not meet the United States standards. 

-Venezuela felt that the United States unfairly discriminated against them and did not hold their own domestic gasoline to the same standards.  

Venezuela's Argument


-The United States has been important to Venezuela as an importer of large quantities of its oil and as a supplier of the technology it required to raise its oil industry output. 


-In September, 1993, PdVSA announced a five-year environmental protection plan.


-The environmental measures, which are much more stringent than those of other Latin American countries, are required by Venezuela's Penal Environmental Law. However, these standards still fall short of the United States’ standards.

-The Clean Air Act of 1993 mandated that domestic refiners must limit the level smog-causing chemicals, known as olefins, to 9.2 percent by 1995. 

-Environmental groups adamantly opposed the import of Venezuela's petroleum because they feared that the olefins in it would contribute to the formation of toxic nitrogen oxides. 
Trade Related Issues

National treatment (GATT Article III):

-Treating domestic and imported products equally

-Once goods are imported, they cannot be treated an differently that those produced domestically

--With respect to “laws, regulations and requirements affecting their internal sale, offering for sale, purchase, transportation, distribution or use.”

-This also applies for any intellectual property protection

-You can charge internal transportation costs as long it is due to the nature of the good and not the nationality of the good. 

Exceptions to WTO (GATT Article XX): 

-US failed to meet the “chapeau” of Article XX

-general exceptions to rules but cannot discriminate against another country in the process. 

--also including certain environmental reasons

-Article XX allows governments to

--protect human, animal or plant life or health. (Article XXb)

--“secure compliance with laws or regulations which are not inconsistent with the provisions of this Agreement [GATT]” (Article XXd)

--“measures related to the conservation of exhaustible natural resources if such measures are made effective in conjunction with restrictions on domestic production or consumption” (Article XXg)

-You can charge internal transportation costs as long it is due to the nature of the good and not the nationality of the good.

Environmental Issues Involved
-Clean Air Act Amendments of 1990 


-Mandated Federal Reformulated Gasoline Program

-Attempted to lower motor-vehicle emissions affecting ozone

-Required 2.7% oxygen content 

-And 15% methyl tertiary butyl ether (MTBE) or 7.5% ethanol

-Environmental Impacts

-Positive:

-General decline in urban concentrations of CO over past 20 years

-Changes in fuel economy range from 2-3%

-Negative:

-Releases of gas containing oxygenates to the subsurface from storage tanks, pipelines, refueling facilities provide points of entry of high concentrations of fuel into ground water

-Health effects such as headaches, nausea, dizziness & breathing difficulties

-Link to WTO Dispute:

-Clean Air Act Amendments basis for U.S. policy towards Venezuela

-Act itself not involved in the WTO dispute


-Use of reformulated gasoline actually has own environmental risks

Trade-Environmental Conflict

-Environmental Concerns vs. Protectionism

-US’ Stance



--Environmental Hazard



--Article 20 of GATT

-Venezuela’s Stance



--Trade impacts to Venuzuala



--Discrimination (hidden proctectionism) against imported gasoline



--Violated National Treatment Principle

-Resolution



--WTO Rulings



--US Appeal Declined



--Compliance by the US
