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tant problems. Its bulkiness will reduce vehicle
space; even accounting for improved vehicular
efficiency with hydrogen, such astorage system
must be five or six times bulkier than a gasoline tank
sized for the same range. Further, the fuel tanks’
generally spherical shape iS difficult tO integrate into
a vehicle design. Also, cryogenically stored hydro-
gen will begin to boil off if the vehicle iSnot used for
afew days, as heat seeps through the insulation. This
isaproblem from both a safety and economic (fuel
loss) standpoint, though the former iS probably more
important; if the vehicle is stored in an enclosed area,
the leaked hydrogen could form an explosive hazard.
Solutions to this problem could be either to burn off
the gas or vent it.

EMISSIONS AND PERFORMANCE
ATTRIBUTES

In addition to the differences in storage system
volume and weight, hydrogen-fueled vehicles will
differ from gasoline vehicles because of hydrogen’s
unique properties asafuel. As with al other fuels,
engine efficiency, performance, and emissions from
a hydrogen-fueled engine are interdependent, and
maximizing one attribute may increase or decrease
the others. Nevertheless, the thermal efficiency of a
hydrogen engine should beat least 15 percent higher
than its gasoline counterpart, based on available
tests.Power may be higher or lower, with a major
factor being the form in which the hydrogen is
injected into the cylinders.”And as with other fuels,
operating very lean will increase efficiency and
reduce uncontrolled NO,’at the expense of power
and driveability. In general, it should be possible to
keep No,emissions at levels af Or below those of a
catalyst-equipped gasoline vehicle, using only ex-
haust gas recirculation without exhaust treatment,
while maintaining adequate power and high effi-
ciency. And, aside from minor emissions associated
with burning small quantities of engine oil, the

hydrogen vehicles should emit no other air pollut-
ants. Consequently, With appropriate selection of the
remainder of the system, ahydrogen-based fleet
could have a significant positive effect on urban air
pollution.

SAFETY

In addition to the potential safety problem associ-
ated with boiling off of cryogenically stored hydro-
gen, such a hydrogen system has a few other safety
concerns. In particular, hydrogen is easily ignited
and, once ignited, will burn rapidly yet invisibly and
odorlessly—which could cause a detection problem.
Also, in an enclosed space, it is more likely to
explode than an equal concentration of methane or
gasoline vapors if contacted by a flame.’

Despite these potential problems, hydrogen is not
considered a particularly dangerous fuel. Any prob-
lems associated with its lack of odor or visible flame
should be solvable with additives. In some situa-
tions, its properties should add to safety, for
example, it will disperse or evaporate extremely
quickly in the event of a leak, in comparison to
gasoline, which evaporates more slowly and is likely
to remain a hazard until physically removed. Also,
it is nontoxic and noncarcinogenic. And in hydride
form, major leaks will not occur, and thus a hydride
fuel system should be quite safe.

DEVELOPMENT REQUIREMENTS

The components necessary to create a hydrogen-
fueled fleet-hydrogen storage and delivery sys
tems, large-scale hydrogen production systems, and
hydrogen-fueled engines-are all at an early stage of
research Or development. Coal gasification systems
may be the closest to becoming fully commercialy;
the Cool Water integrated coal gasification com-
bined cycle plant based on the Texaco gasifier has
performed extremely well from both an operational
and an environmental viewpoint, and the next

6Tested efficiencies range up to 50 percent higher than gasoline, though some analysts are extremely skeptical of the applicability ofthe higher values
to apractical commercia vehicle. Note that with a hydridesystem, vehicle efficiency will suffer because of the added weight of the fuel storage system.

TBecause hydrogen in gaseous form has a low energy density, engine power using hydrogen in this form will be lower than jtS gasoline counterpart.
To recapture some of this power loss, or possibly to attain an increase, the fuel can be injected either asliquid hydrogen (if cryogenic storageis used)
or a very high pressures. Liquid hydrogen injection systems are technically demanding, and high pressure systems have not yet been tested.

8But preclude the use of a reduction catalyst for additional NO,, control, because thesecatalysts cannot operate in alean (oxygen rich) €nvironment.

SHydrogen has extremely wideflammability limits, 4 to 74 percent. Handbook of Chemistry and Physics, Forty Fourth Edition (Cleveland, OH:

Chemical Rubber Publishing Co., 1962), compared to, for example, methane with flamiability limits of 5 to 15 percent. What this means is that virtually
any concentration of hydrogen in air, except one below 4 percent, can explode.

10The L@ gasifier is fully commercial—and Some others are arguably commercial—as producers Of synthesis gas, 8 combination of hydrogen and

carbon monoxide.
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generation technology is expected to achieve sub-
stantial improvements in cost and efficiency. The
Japanese and West Germans have strong vehicle
development efforts, but these have produced only
a small number of prototype vehicles, and major
uncertainties remain about the configuration and
performance of an optimum hydrogen engine. Cur-
rent hydride storage systems impose a substantial
range and performance penalty because of their high
weight and volume, and a breakthrough in storage
technology may be needed to produce a marketable
vehicle. Work needs to be done on pipeline trans-
port, because pure hydrogen will damage certain
steels, and inhibiting agents to be added to the
hydrogen must be found--or a separate pipeline
infrastructure must be built. And if the greenhouse
gas problem associated with coa as a hydrogen
source is to be avoided, substantial advances in
large-scale electrolysis systems, hopefully based on
solar energy, must be accomplished.

COST COMPETITIVENESS

With these uncertainties, the costs of a hydrogen-
based system are speculative. One interesting cost
analysis that attempts to trace full lifecycle costs for
the entire hydrogen system calculates a range of
gasoline *‘break even' prices-the price of gasoline
for which a hydrogen system would be fully
competitive, assuming the gasoline and hydrogen
vehicles were roughly equivalent in size." This
analysis estimates the break-even gasoline price for
a system based on coal gasification to range from
about $1.50 to $5.00/gallon in 1985 dollars. The
gasoline price computed for a system based on solar
photovoltaic-generated electricity and electrolysis
ranges from about $3.50 to $12-$ 14/gallon, with
even the higher value assuming electricity costs
substantially below that obtainable with current
solar technology.

Recent improvements in photovoltaic (PV) tech-
nology have convinced some analysts that hydrogen
can be generated at costs considerably below those
estimated above.”Hydrogen delivered to vehicles
at gasoline-equivaent costs below $2.00/gallon may
be possible if substantial improvements can be made
in PV module cost and efficiency, e.g., module
production cost for amorphous silicon solar cells
reduced from the current $1.60/peak watt to $0.20 to
$0.40/peak watt, and module efficiency improved
from 5 percent to 12 to 18 percent.”

Given the high level of uncertainty, these cost
figures should be viewed cautiously. Of the alterna-
tive fuels considered here, hydrogen appears to be
the furthest from commercial availability. The
amount of development work remaining for all
phases of the fuel cycle essentidly guarantees that a
commercial system will look very different from
current conceptual systems—with, presumably, quite
different actual costs than estimated here. Further,
the analysis compares vehicles that are not identical,
so that the direct cost comparisons, even if they were
accurate, could be misleading from a market attrac-
tiveness standpoint. For a vehicle with cryogenic
storage, performance and range could be comparable
to that of a gasoline vehicle of equal overall size, but
the hydrogen vehicle would have substantially less
storage space than the gasoline vehicle. For a vehicle
based on hydride storage, performance and range
would be substantially inferior to the gasoline
vehicle unless a substantial breakthrough were made
in hydrogen storage capacity and power was in-
creased by using a larger engine or untested high
pressure gas injection.

Because hydrogen vehicles emit no CO,, they
may be viewed as especialy attractive component of
a strategy to reduce global warming trends. Their
value as such a component depends on fuel produc-
tion, however. Although the lowest cost coal-based
system would be competitive with gasoline at

UDeLuchi, Op. Cit., footnote 1.

125 M. Ogden and R.H. Williams, The Prospects for the Production and Utilization of Hydrogen Produced Via Electrolysis Using Amorphous Silicon
Solar Cells, draft report to the Office of TechnologyAssessment, December 1988; and same authorsSolar Hydrogen: Moving Beyond Fossil Fuels,

World Resources I nstitute, October 1989.

131bid. The cost reduction is obtained by Qaining economies of scale by increasing output from 10 to 100 MWpy/yr; increasing modul e efficiency to
12 to 18 percent, increasing the plant depreciation periodfrom 5 to 10 years, reducing materials costs from $27.6 to $13.2/square meter, and reducing
balance-of-system costs from $50 to $33/square meter. The authors compute PV electricity, in DC form, generated by these modules at $0.020 to
$0.035/kilowatt-hr, and PV hydrogen at a gasoline-equivalent cost of $1.11 to $1.70/gallon. The authors also use utility accounting and assume purchase
of PV modules at cost, predicated on the development of large remote electricity generating and hydrogen production sites by a utility-type organization
that purchases PV manufacturing facilities rather than individual assemblies. Further, the authors cal culate costs of both hydrogen and alternative fuels
based on zero income and property taxes, to rid the comparison of PV hydrogen and alternative transportation fuels of a tax system hias against
capital-intensive projects. Inclusion of these taxes would raise the gasoline break-even prices somewhat.
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$1.50/gallon, aprice that is easily imaginable within
afew years, the coal-based system—which would
produce high levels of CO,emissions during hydro-
gen production—would be extremely damaging to
efforts to reduce greenhouse gas emissions unless it
was designed only as a precursor to a system based
on renewable or nuclear energy, or unless the CO,
generated in the fuel production could be seques-
tered rather than released to the atmosphere. PV-
based or nuclear-based systems would produced
essentially no greenhouse gases, but they are likely
be more expensive than coal-based systems, at least
compared to the lower end of the coal range, even
with the sharp cost reductions discussed for PVs;
biomass-based systems might become cost-com-
petitive with coal-based systems, however, if bio-
mass gasifiers were improved.

HYDROGEN OUTLOOK AND
TIMING

InSummary , the use of hydrogen as a vehicle fuel
has strong appeal from a pollution control stand-
point, and could aid in efforts to slow global

warming if the hydrogen was produced from non-
fossil sources. However, much development work
needs to be done before a hydrogen-based system
could be practical, and the likely cheapest system—a
fossil-based system—would have strong negative
implications for global warming and may have other
environmental shortcomings. On the other hand, if
PV-based electricity generation fulfills the hopes of
solar optimists, solar-based hydrogen could eventu-
ally be cost-competitive with coal-based hydrogen
and with gasoline priced at $2.00/gallon and below.

Aside from costs, hydrogen’s major roadblock
may be its bulkiness-hydrogen’s low energy den-
sity implies either very limited range between
refueling or very large, heavy fuel tanks. Unless
there is a major breakthrough in hydride storage or
in vehicle efficiency (which would ease the range
problem), hydrogen-fueled vehicles cannot provide
a close substitute to gasoline-powered vehicles.
Given the need for important scientific development
in several areas, hydrogen must be considered a
long-term prospect as an alternative transportation
fuel.



Chapter 8
Reformulated Gasoline

Anexaminaion of the potential for methanol and
other alternative transportation fuels to compete
with petroleum-based fuels should not assume that
the existing fuel supply network is a stationary
target. Current investors in this network may be
expected to compete vigorously for market share
with the new fuels, rather than see their existing
investment in gasoline supply lose value. And to the
extent that Federal and State support for alternative
fuels takes the form of requirements for low-
emission vehicles or other requirements tied to
improving urban air quality, gasoline refiners can be
expected to reformulate their product (see box 8-A)
to obtain similar emissions benefits and avoid a
mandated switch to the new fuels.

until recently, with the important exception of the
lead phasedown, there has been relatively little
incentive, and little effort, to improve gasoline’'s

performance in terms of reducing vehicle emissions.
Governments had exerted limited pressure to im-
prove this performance: on the Federal level, the past
pressure has on the whole been limited to require-
ments for lead reduction and elimination and, more
recently, to controls on fuel volatility to control
smog-causing evaporative emissions; at the State
and local levels, pressure has been limited to a few
areas requiring addition of oxygenates to reduce
carbon monoxide emissionsand to California's
requirement for a ceiling on gasoline volatility
(more stringent than the Federal requirements) and
sulfur content (and the South Coast Air Quality
Management District’s reduction in olefinicity).
With this limited pressure, the oil industry generaly
has avoided changing the composition of gasoline to
reduce emissions, because such changes are expen-
sive and unlikely to have market value. Instead, the

Box-8-A—What | s Reformulated Gasoline?

Unlike methanol or hydrogen, which are composed wholly of single chemical compounds, or even natural gas,
which is composed of several compounds but is predominantly methane, gasoline is a complex mixture of
flammable liquid hydrocarbons made from petroleum and natural gas. Some of these hydrocarbons are present in
the oil and gas and are obtained by separating them from the oil and gas using distillation and other Separation
technologies. Others are created by a variety of physical and chemical transformation processes, often in the
presence of catalysts, in a modern refinery. For example, aromatics are obtained from catalyticreforming; olefins
from catalytic cracking or catalytic polymerization; and isoparaffins from distillation (separation) or by
isomerization of normal paraffins, or in the akylation process.

In order to be a practical fuel for a modern automobile, gasoline must satisfy a number of requirements
pertaining to its volatility, octane level, tendency to form engine deposits, and other characteristics. Refiners can
satisfy these requirements using a variety of different combinations of chemical components, with their selection
dependent on relative costs of the different components, market prices for other products, refinery capability, and
qguality of the crude oil feedstocks available. The production of reformulated gasoline simply accentuates the
importance of a particular fuel characteristic—the fuel’'s effect on emissions-in the selection of gasoline
components, and possibly also in the degree of purification applied to the fuel. For example, the addition of
oxygenates-ethanol, methanol, methyl tertiary butyl ether, and so forth-to the gasoline blend can reduce exhaust
carbon monoxide emissions and may serve to reduce the reactivity of exhaust hydrocarbon emissions, yielding a
net reduction in ambient ozone concentrations. Reducing the more volatile components of the fuel will reduce
overal volatility and yield lower evaporative emissions. Removing sulfur impurities will reduce emissions of sulfur
oxides and hydrogen sulfide. Because the gasoline components undergo radical chemical transformations inside the
engine, and then the exhaust emissions undergo still more transformations inside the catalytic converter, the precise
form that a reformulated gasoline must take can only be learned through extensive testing.

1British Petroleum Co., Our Industry Petroleum, 1977,

IDenver, Albuquerque, Los Angeles, Las Vegas, Phoenix, Reno, and Tucson require gasoline t0 contain oxygenates corresponding to 2 percent
oxygen G.A. Mills, ‘“High Performance Oxyfuels, © American Chemical Society, preprint, April 1990.
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industry has focused its production and marketing
efforts on changes to achieve better vehicle perform-
ance and drivability and lower maintenance--
attributes that are valued by gasoline purchasers and
thus provide market advantage.

ARCO’'S“EMISSION CONTROL 1°
GASOLINE

In August of 1989, Atlantic Richfield Qil Co.
(ARCO), fired the opening salvo in the new compe-
tition for the future light-duty fuel market by
introducing a so-called *‘reformulated gasoline’ to
replace leaded regular gasoline at its southern
California stations.’This gasoline, named EC-1
(“Emission Control [*), contains one-third less
olefins and aromatics and 50 percent |ess benzene,’
no lead, and 80 percent less sulfur than regular
gasoline.’It has low volatility-its vapor pressure
(RVP) is1 psi lower than the South Coast standard.
It contains methyl tertiary butyl ether, or MTBE, an
octane-raising additive derived from methanol that
raises the oxygen content of the fuel and provides
emission benefits, especially in reducing carbon
monoxide emissions, without the volatility increase--
and increase in evaporative emissions-normally
associated with adding oxygenates.

ARCO has claimed significant emissions reduc-
tions when EC-1 is used in place of regular leaded
gasoline in pre-1975 model-year cars’:

evaporative emissions —21 percent
carbon monoxide -9 percent
nitrogen oxides -5 percent
hydrocarbons (exhaust) -4 percent
sulfur dioxides —80 percent

ARCO redirects the olefin and aromatic streams
removed from EC-1 into its unleaded grades, how-
ever, so there maybe someincrease in emissions, or
in the reactivity of emissions, from vehicles using
these grades. Because the catalytic controls of the
vehicles using these fuel grades are designed to
handle such emissions, it is likely that any increase
will be relatively small-but they should be ac-
counted for in an assessment of costs and benefits.

The emission benefits of EC-I-type gasolines can,
in theory, be gained immediately by a substantial
part of the fleet--ARCO claims that pre-1975
vehicles made up about 15 percent of the vehicles in
Cdlifornia’'s South Coast air basin in 1989, and
emitted more than 30 percent of total vehicle
emissions.”

If environment-conscious drivers give ARCO
additional market share, or if Californid's legidators
turn ARCO’s voluntary emission reduction into a
requirement, other refiners will follow ARCO's
lead, probably within a short time. Reformulated
versions of unleaded gas for catalyst-equipped
vehicles are expected to appear as well, although not
until the early 1990s.

REFORMULATION POTENTIAL

Gasoline is made from crude oil by mixing natural
constituents of the crude with constituents formed
from the crude during the refining process, as well as
other nonpetroleum-based constituents such as alco-
hols or ethers made from alcohols. The four magjor
groups of petroleum-based constituents of gasoline
ae:

- olefins. high-octane chemicals produced from
crude during refining, and aso occurring natu-
raly in the crude in very low concentrations.
Many of the olefins are both highly volatile
(they evaporate easily) and highly reactive (in
the presence of sunlight, they react with nitro-
gen oxides and other atmospheric constituents
to form ozone);

. aromatics. even higher octane constituents,
occurring naturally in crude in moderate to high
concentrations and also created by refining.
Aromatics are reactive, though not as much as
olefins;

. paraffins. consisting of two groups, “highly
branched” paraffins that are both high in
octane and low in reactivity, and “straight
chain’ paraffins that also are low in reactivity
but are very low octane. Paraffins, like aromat-
ics, are present in crude at moderate to high
concentrations, depending on crude type; and

2M.L. Wald, *ARCO Offers New Gasoline to Cut Up to 1570 of Old Cars' Pollution,”” New York Times, Aug. 16, 1989, sectionl, pagel-
30lefins and some aromatics are significant smog-producers; benzene is carcinogenic.

4" ARCO ToMarket Low-Emission Regular Gasoline,’ oil and Gas Journal, vol. 87, No. 34, Aug. 21, 1989, p. 31.

5Pre-1975 cars do not have catalyticconverters.
60i1 and Gas Journal, op. Cit., foomote 4.
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. naphthenes. between paraffins and olefins in
octane; present in crude in moderate to high
concentrations.

The combination of Federal emission control and
lead phaseout requirements, higher crude prices, and
the growing demand for gasoline have caused major
changes in the makeup of gasoline. These changes,
in turn, had some negative effects on gasoline
environmental quality. For example, refiners ex-
panded cracking capacity and severity to increase
gasoline yields and octane, thereby increasing pro-
duction of light olefins, which are highly reactive
and volatile. Refiners also channeled increasing
supplies of butane into gasoline to increase yields, at
the cost of higher vapor pressure and thus higher
evaporative emissions.’

Federa requirements to reduce and eliminate lead
content created a need for additional octane en-
hancement, because lead had been a key octane-
raising constituent of gasoline. To replace lead,
refiners increased the conversion of paraffins and
napthenes into higher octane branched paraffins,
olefins, and aromatics. Ironicaly, these changes,
designed to alow the use of catalytic converters that
would reduce tailpipe mass emissions, increased the
reactivity of the fuels and presumably their emis-
sions (thus increasing their impact per unit mass on
ozone formation) and, by increasing gasoline vola-
tility, lessened the effectiveness of new controls on
evaporative emissions introduced at the same time.
Although the net effect of the vehicle and fuel
changes was a reduction in effective ozone-causing
emissions, the fuel reactivity and volatility increases
reduced the overall air quality benefit.

As a general rule, environmental reformulation of
gasoline will lower volatility, lower the concentra-
tions of aromatics and volatile olefins, and add
oxygenates. A primary holdup in gasoline reformu-
lation, however, is a significant lack of knowledge
about the precise role that each gasoline constituent
plays in vehicle emissions, and (to a lesser extent)
the role of the emissions in ozone formation. The
lack of understanding about vehicle emissions is
more severe with cars equipped with catalytic
controls, because sophisticated controls tend to

further complicate the relationship between gasoline
makeup and emissions, by destroying some hydro-
carbons and converting others into new compounds
with different reactivities. Directionaly, refiners
know that they need to reduce aromatic and olefin
content, but they can’t as yet quantify the effects of
these reductions, and emissions benefits may be
strongly nonlinear. Also, aromatics and olefins are
produced during combustion and in the catalyst, so
even elimination of these compounds in the fuel will
not eliminate their presence in the exhaust. Further,
refiners do not yet understand the potential emis-
sions impact of switching the makeup of gasoline in
subtler ways, for example, in replacing certain
aromatics with other aromatics. And refiners will
have to figure out how to deal with excess aromatics
and olefins, since the option to move them to another
product pool will vanish as reformulation require-
ments expand to cover a larger share of the gasoline
pool.

The oil and automobile industries recently began
ajoint research program to better define the impact
of changes in the mgjor gasoline constituents on
emissions levels, as well as to examine alternatives
to gasoline.

The frost phase of the program, for completion by
1990, will test a variety of reformulated gasolines in
1989 vehicles and 1983-85 vehicles (the program
will test methanol fuelsin flexible fuel vehicles, as
well).’The gasolines will be restricted to those
producible in volumes from existing refineries. A
critical aspect of the tests is that they will measure
specific chemical constituents of the emissions, and
then use the results in air quality models to estimate
urban ozone levels that would result from use of the
fuels. Collection of this type of speciated data has
been extremely limited thus far.

The second phase of the program will conduct
research on advanced technology gasoline and
aternative fuel vehicles. The reformulated gasoline
research will examine future gasolines including
those requiring significant refinery changes, and will
explore the potential to optimize the fuel-vehicle
system by simultaneously reformulating gasoline
and changing vehicle emission control parameters.’

7W.J. Piel, ARCO Chemical Co., “The Role of Ethers in Low-Emission Gasoline, National Conference on Motor Fuels& Air Quality, Oct. 3-5,

1989, Washington, DC.

8American Petroleum |ngtitute and General Motors Corp., “Auto/Qil Air Quality Improvement Research Program,” news release of Oct. 17, 1989.

9Ibid.
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Given the genera direction in which they must
move, however, refiners appear to have severd
options. One important option is the use of ethers,
produced by combining various alcohols with ole-
fins (examples. MTBE, made from methanol and
isobutylene; ETBE, made from ethanol and isobuty-
lene, and TAME, made from methanol and isoam-
ylenes) to displace light olefins (primarily the C,
olefins) and aromatics as octane boosters. Ethers
have the triple advantage of being oxygenates,
which tend to lean out engine combustion and
reduce carbon monoxide emissions (especialy in
older vehicles, but recent test have shown they
reduce CO in new vehicles as well), of being high in
octane, and of having a low volatility effect. In
addition, ether manufacture, by providing an aterna-
tive use for C,and possibly C.olefins, will dilute the
concentration of these reactive compounds in gaso-
line.” Also, butane can be used to produce isobuty-
lene, needed for MTBE or ETBE production,
potentially providing an alternative use for this
compound as well."

Refiners may also be able to increase catalytic
cracking severities” and selectively favor the for-
mation of lighter constituents, e.g., isobutane and
butylenes, and then use alkylation or other polymer-
ization processes to combine these into highly
branched paraffins. And refiners could increase the
removal of benzene from gasoline using solvent
extraction,”and hydrogenate the benzene to cyclo-
hexane, which is less reactive but still moderate
octane. A key question here, as elsewhere, is the
expense of lowering benzene concentrations, or
concentrations of other aromatics such as xylenes.

There is also evidence that some aromatics are
less reactive for smog formation than others. With
proper identification of reactivity levels, refiners
will be able to convert highly reactive aromatics to
less reactive aromatics. Again, the presence of the
catalytic converter complicates these relationships.

Another option for some refiners is to increase
their use of deposit control additives to reduce
deterioration of vehicle exhaust emission control
systems. There is substantial evidence that differ-
ences between exhaust emissions levels in on-the-
road vehicles and levels achieved during EPA
vehicle certification testing-the on-the-road levels
are significantly higher-are caused in part by
insufficient deposit control additives.”A 1986
survey by Chevron concluded that only 16 percent of
California gasolines contained high concentrations
of such additives.” Advertising campaigns by
several of the major oil companies state that they
have increased the level of detergents in their fuel
formulations, primarily due to complaints from
owners of cars with fuel-injected engines, so that the
remaining margin for improvement may have
shrunk considerably.”

We cannot overstress the uncertainty associated
with projecting the emissions-reduction potential of
reformulated gasoline. With the exception of EC-1
and perhaps one or two more recent market entries,
reformulated gasoline is a concept, not a redlity. The
potential effect on newer, catalyst-equipped cars is
particularly uncertain. Although discussions of re-
formulated gasoline tend to presume that it would
likely be able to match M85 in emissions perform-
ance, but not M100, there appears to be little basis
for such assumptions.

COSTS

The long-term costs of gasoline reformulation
cannot be predicted accurately until the nature of the
reformulation is better defined. However, some
basic aspects of reformulation costs can be pro-
jected.

10pjel, op. Cit., footnote 7.
111bid.

2Catalytic cracking subjects the feedstock to high temperature in the presence of a catalyst, producing lighter constituents by breaking down heavier

ones.

13, many areas, benzene S already being extracted for sale as a chemical, but this market is limited.
14Sierra Research, Inc., “The Feasibility and Costs of More Stringent Mobile Source Emission Controls,” contract report prepared for the Office of

Technology Assessment, Jan. 20, 1988.
15Tbid.

had passed awidely accepted test for deposit control for all 3 grades of their gasoline, 17 others had either not passed the test or had passed it for only

1 or 2 grades.
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EC-1 will cost ARCO an additiona 2 cents per
gallon to manufacture. ” These costs represent only
changes in operating costs (for example, refinery
energy costs are about 10 percent higher in produc-
ing EC-118), byproduct credits, and feedstock costs
rather than capital costs. ARCO’s existing Carson,
Cdlifornia refinery has the necessary equipment to
produce 36 million gallong/month of EC- 1, which is
more than the 23 million gallons/month of leaded
regular that ARCO previously sold in southern
California,”so ARCO did not incur significant
capital costs. Also, ARCO can use the aromatics
removed from EC-1 in its other unleaded gasolines
for catalyst-equipped vehicles, where the added
emissions potential of these components will be
controlled. However, with the current limited under-
standing of the relationship between fuel properties
and vehicle emissions, it is not clear how much
additional use ARCO can make of this fleet as a
‘*sink’ for aromatics. The ability of refiners nation-
wide to repeat ARCO’s experience will depend on
the particular configurations and processing capabil-
ities of their refineries. Refineries oriented to pre-
mium, high octane fuels with high aromatics con-
tents may have a difficult time producing reformu-
lated fuels without major processing reconfiguration
and capital investment.”Many other refiners—
especially those with modern, complex refineries—
are likely to be able to repeat ARCO's experience at
similar costs if the quantities of reformulated gaso-
line demanded are moderate—up to perhaps 20
percent of total production.”

Producing much larger quantities of EC-1 or other
gasoline reformulations will have significantly higher
costs. Manufacturers will need to revamp or replace
refinery equipment at substantial capital cost, be-

cause existing refineries will not have the necessary
capabilities. #Blending of byproducts such as aro-

matics will be market limited, and refiners will have
to convert excess aromatics and other byproducts to
more desirable components, at added energy and
cost. Supply limitations for key materias, eg.,
isobutylene (needed for MTBE and ETBE produc-
tion) must be overcome, presumably at added cost.
And with greater competition for crude feedstocks
most suited for producing “EC-1 ‘-type gasolines,
refiners will be forced to use less desirable feed-
stocks that require more processing.

ARCO estimates the added costs to manufacture
large quantities of EC-1 at 5 to 15 cents per galon.”
These costs incorporate refinery capital charges,
higher feedstock costs or additional processing
requirements, and higher processing costs for bypro-
duct conversion, in addition to the costs presently
being incurred for EC-1. This cost range should
serve as a first-order estimate for the costs of
large-scale gasoline reformulations aimed at newer
vehicles but similar in severity to the EC-1/leaded
regular reformulation. Higher severity reformula
tions may be more expensive; for example, the cost
of reducing aromatics to or below 20 to 25 percent
by volume may exceed 15 cents per gallon.”

The California Air Resources Board (ARB) has
been examining a number of gasoline quality-
control measures that would require changes in
gasoline composition that would likely be similar to
those selected as part of a reformulation program.
ARB'’s cost estimates are as follows (these are not
necessarily additive):

- Reducing Reid Vapor Pressure from 9 psi to 8
psi: $0.01 to $0.02/gallon”

- Benzene content reductions from 2 to 0.8
percent: $0.025/gallon

- Reduction of aromatics: $0.08 to $0.20/gallon

- Oxygenate blending: $0.005 to $0.03/gallon

17Wald, op. cit., footnote 2, and confirmed by personal communication, Dwayne Smith, ARCO, Los Angeles, CA.

18Dwaine Smith, ARCO, LosAngeles, CA, personal communication.

190il and Gas Journal, 0p. Cit., footnote 4.

2D B. Barnes, OffiC.of Air and Radiation, {j §. Environmental Protection Agency, memo to C.L.Gray, Director, Emission Control Technology
Division, USEPA, “Comments on Draft OTA Report Section on Reformulated Gasoline,” Jan. 31, 1990.

21Daniel Townsend, ARCO Products Co., Anaheim, CA, personal communication.

227he OPtioN Of waiting t make capital changesuntil capital turnover is required anyway iS not available here because Of the longevity of major refinery

components and the shift in building new refinery capacity to overseas.

2Dwayne Smith, ARC(), persona communication.
%Barnes, Op. Cit., footnote20.

25Nationwide, RVP averages about 11 psi. California already requiresa Symmertime reduction to 9 psi.
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. Addition of gasoline detergents/additives. not
known®

An additional cost for some gasolines will be that of
olefin reduction, not addressed in these estimates.

The potential availability of moderate quantities
of reformulated gasoline at low cost, and the sharp
escalation in costs when larger quantities are de-
manded, point to a possible strategy of promoting
sale of such gasolines only in urban areas with
significant air quality problems. This type of strat-
egy can work well because the reformulations can be
aimed at achieving emission reductions without
vehicle modifications; vehicles can be used, unmod-
ified, outside of the areas where reformulated
gasoline is sold, and emissions benefits can be
achieved for all or most vehicles in the fleet without
waiting for vehicle turnover.

SECONDARY IMPACTS

Given the uncertainty associated with the nature
of the changes that will be made to gasoline
formulations and to refining processes, it is prema-
ture to attempt quantitative assessments of the
impact of broad reformulation of the gasoline poal.
However, the following qualitative impacts are
plausible:

1. increases in processing energy required to
produce gasoline, with some adverse conse-
quences for emissions of greenhouse gases,

2. economic difficulties for some refiners, partic-
ularly the small independents;

3. changes in the import balance between crude
and gasoline, with the direction (more or less
product imports) and magnitude speculative;

4. changes in the relative desirability of different
crude oil feedstocks, with accompanying shifts
in the mix of supplier countries; and

5. changes in the ability of refiners to accept a
range of feedstocks, and thus changes in the

United States' flexibility in shifting its sources
of supply (direction depends on the type of
refinery process shifts adopted).

Impacts 3 through 5 may involve changes in energy
security. Such changes, coupled with the substantial
economic impacts that widespread reformulation
may involve, demand careful analysis as research on
reformulation proceeds and as the likely physical
character of reformulation becomes clearer.

ADDITION OF OXYGENATES

Although it is not yet clear what perfected
reformulated gasolines will look like, they most
likely will contain significant quantities of oxygen-
ates such as ethanol, ETBE, and MTBE. Concentra-
tions as high as 15 percent are possible with some of
the oxygenates, so that the energy security and other
impacts of reformulated gasoline must account for
this presence of gasoline constituents that are
produced largely from non-oil components. For
example, alarge increase in either ethanol or ETBE
use will affect energy security by simultaneously
increasing the percentage of gasoline volume pro-
duced from domestic components (e.g., domestic
corn), exposing this gasoline component to the
vagaries of crop production uncertainties, and chang-
ing the economics of gasoline production. With the
United States relatively secure system of crop
stockpiles, the risk of feedstock shortages should be
small until ethanol production becomes quite large--
but if al U.S. gasoline, or a large percentage of it, is
reformulated with a high ethanol or ETBE content,
this risk may become non-trivial. Similarly, large-
scale use of MTBE or methanol as oxygenates would
shift some supply risks from the oil supply system to
the methanol supply system, probably with positive
consequences as discussed in chapter 3.

2D, Simeroth, Chief, Criteria Pollutant Branch, California Air Resource Board, cited in Acurex Corp., Economics Report, Volume IV, Aug. 4, 1989,

report to California Advisory Board on Air Quality and Fuels.



