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INTRODUCTION

In 1974 the State of Mary land enacted l e g i s l a t i o n p r o h i b i t i n g

o i l r e f i n i n g compan ies from d i rect ly opera t i ng g a s o l i n e se rv i ce

stat ions w i t h company personnel and r e q u i r i n g that a l l se rv i ce

stat ions owned and/or s u p p l i e d by re f i n ing compan ies be operated

by i n d e p e n d e n t re ta i l serv ice stat ion dealers.

After a ser ies of court c h a l l e n g e s , the c o n s t i t u t i o n a l i t y of

the Mary land law was u p h e l d by the U.S. Supreme Court in J u n e , 1978.

The l aw , Chapter 854 of the Laws of M a r y l a n d , is therefore now in

effect, and by J u l y 1 , 1979 a l l refiners in the State must d i ves t

t hemse l ves o f any e x i s t i n g g a s o l i n e se rv ice s ta t ion w h i c h they

d i r ec t l y operate, and no new ones may be opened.

S i m i l a r g a s o l i n e re ta i l d i v e s t i t u r e l e g i s l a t i o n h a s been

enac ted in severa l o ther states but has not been enforced p e n d i n g

the Supreme Court d e c i s i o n in the Mary land case. In s t i l l other

states, i n d i v i d u a l l e g i s l a t o r s have expressed an in terest i n l e g i s -

l a t i o n of t h i s type and can be expected to press for a c t i v e cons id -

e r a t i o n f o l l o w i n g the Supreme Court dec i s i on . Thus, ove r a per iod

of t ime the Mary land d e c i s i o n c o u l d have a s i g n i f i c a n t impac t on

g a s o l i n e m a r k e t i n g pract ices throughout the Un i ted States.

The p r i n c i p a l advocates and b e n e f i c i a r i e s of the Mary land- type

d i v e s t i t u r e l e g i s l a t i o n are the f ranch ised re ta i l dea lers of b rand

name g a s o l i n e . The p r i n c i p a l opponents and n e g a t i v e l y affected

par t ies are the ref iners, most of whom market some of t h e i r g a s o l i n e

th rough d i r ec t l y operated re ta i l out le ts . I ndependen t d i s t r i b u t o r s
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inadequate ex is t i ng or potent ial compet i t ion . Final ly, we wi l l

inquire into the impact of the Maryland s ta tu te , and s im i la r ones

in other s t a t e s , on future compet i t ion in the g a s o l i n e market and

i ts e f fec t on consumers ,

THE M A R Y L A N D ACT

The Maryland Act was p a s s e d in May 1 9 7 4 . I ts pert inent pro-

v i s i o n s are as f o l l o w s . '
(2\r July 15, 1975/ ' no producer or refiner of petroleum products

shall operate a major brand, secondary brand, or unbranded retail service
station in the State of Maryland, with company personnel, a subsidiary
company, commissioned agent, or under a contract with any person, firm or
corporation managing a service station on a fee arrangement with the pro-
ducer or refiner. The station must be operated by a retail service station
dealer.

"...Every producer, refiner, or wholesaler of petroleum products supplying
gasoline and special fuels to retail service station dealers shall extend
all voluntary allowances uniformly to all retail service station dealers
supplied.

A group of s e v e n o i l re f in ing compan ies ( A s h l a n d , Commonwea l th

Oi l , Cont inenta l , Exxon, Gulf , Phi l l ips and Shel l ) brought a joint

a c t i o n aga ins t the s ta tu te shor t l y a f ter its enac tment . The A c t ' s

va l id i ty was c h a l l e n g e d on va r i ous g rounds , i nc lud ing that i t v i o l a ted

the Commerce and Due P r o c e s s C l a u s e s of the U . S . Cons t i t u t i on . In

add i t i on , i t was argued that the p r o v i s i o n requir ing uni form s ta te-

wide voluntary a l l owances conf l ic ted wi th Sect ion 2 (b ) of the

Rob inson -Pa tman A c t , w h i c h proh ib i ts pr ice d i sc r im ina t ion excep t in

those ins tances where the se l le r cha rges a lower pr ice in good fai th

to meet an equa l ly low pr ice of a compet i to r .

ID MdTTode Annotated, Article 56, Sec. 157E (Supp. 1977).
(2) Current effective date: July 1, 1979.
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