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AUTO INDUSTRY RECOMMENDS THAT THE PRESIDENT “WATER-DOWN"
HIS APPROACH TO COPING WITH COST OF GAS AND DEPENDENCE ON
FOREIGN OIL

56 mpg by 2025 Sensibly, Reasonably, and Gradually Saves Consumers at
the Pump, Reduces U.S. Dependence on Foreign 0il, and Insures a
Competitive U.S. Auto Industry

Washington, D.C. - Recently, the Consumer Federation of America (CFA) supported
a 56 mpg standard as the lowest level that should be considered for the 2025 fuel economy
standard because the 56 mpg standard (as modeled by EPA-NHTSA in their Notice of
Intent) provides both the appropriate level of consumer benefits and enables the auto
industry to respond in a reasonable and gradual manner. While the target level is
important, the trajectory on which that level is achieved is equally, if not more important.
“We have repeatedly emphasized the importance of the gradual, long term approach
because it allows consumers and the auto industry to adjust over time, while providing
certainty about the future standard,” said Jack Gillis, CFA’s Director of Public Affairs and
author of The Car Book.

“The administration should reject the auto industry’s ‘slow-lane, off-ramp’ proposal
for fuel economy standards because it undermines the essential nature of the program and
will rob consumers and the nation of vital benefits,” said Dr. Mark Cooper, CFA’s Director of
Research. The “slow-lane, off-ramp” proposal will:

¢ lower consumers savings by at least $50 billion;

e increase gasoline consumption and oil imports by hundreds of millions of barrels;
and,

e reduce employment in the auto sector by at least 50,000 jobs.

Press accounts indicate that the automakers are pushing a “slow-lane, off-ramp”
approach that moves slowly in the early years and more swiftly in the later years and
allows an off ramp that would lower the standards significantly. “That approach creates a
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speed trap that will kill the program. Our analysis shows that in order to catch up, after a
short four year period of slow improvements, it would require a sharp increase in the rate
of improvement to almost 7% per year,” said Cooper.

The more likely outcome is the industry, having invested to meet only the 3% rate
will demand an off-ramp rate that stays at 3%. “We believe alternative approaches that
move slowly in the early years and swiftly in the later years, will create pressure for future
decisions to lower the standards, which will significantly undermine the consumer benefits
of the standard and place the U.S. car companies in a non-competitive position, destroying
the essential characteristics of the program,” said Gillis

Using the projections from the Notice of Intent, published by EPA and NHTSA, the
following chart compares the results of three possible approaches. As is evident, a
standard that would require a 3% per year improvement from 2016 t02020 would require
a sharp increase in the rate of improvement to almost 7% per year for 2021 and later.
Requiring such a dramatic change “mid-stream” would prove to be enormously challenging
to the car companies and likely result in strong arguments for continuing at the lower
percentage rate of improvement. It is naive - even foolish - to think the industry that will
not accept a steady 5% increase today will embrace a 7% rate of increase in ten years.

A 3% On-Ramp Requires a 7% Catch-Up Rate,
to Reach 56.2 mpg
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Source: Environmental Protection Agency Department of Transportation In the Matter of Notice of Upcoming Joint Rulemaking
to Establish 2017 and Later Model Year Light Duty Vehicle GHG Emissions and CAFE Standards, Docket ID No. EPA-HQ-OAR-
0799 Docket ID No. NHTSA-2010-0131, Technical Assessment Report, Chapter 6.

The bottom line, consumers would lose out on billions of dollars in savings and the
U.S. car companies would find themselves in a very non-competitive position both in the
U.S. and globally. The U.S. has seen this lack of competitiveness before and the results were
disastrous.




COMPARISON OF A “SLOW UP-RAMP - OFF-RAMP” SCENARIO TO A REAL, STEADY 56.2 MPG SCENARIO

2020 2025 2025 Speed-up

Annual losses Off-ramp at 3% to Catch-up

Consumer savings per vehicle $1191 $1369 0

Job Losses 47,880 55,040 0

Increased imports (million barrels) 54 253 78
Cumulative losses

Consumer Pocketbook (billion $) $47 $156 $87

Job years 119,700 380,500 215,460

Increased Imports (million barrels) 108 920 514

Sources and notes: Consumer Cost and oil imports: Environmental Protection Agency Department of Transportation In the
Matter of Notice of Upcoming Joint Rulemaking to Establish 2017 and Later Model Year Light Duty Vehicle GHG Emissions and
CAFE Standards, Docket ID No. EPA-HQ-OAR-0799 Docket ID No. NHTSA-2010-0131, Technical Assessment Report, Chapter 6,
assumes linear rate of change. Dollar values are discounted, oil consumption is not. Employment based on CAR Automotive
Employment multiplier, Center for Automotive Research, The U.S. Automotive Market and Industry in 2025, June 2011, Tables
10, 12, 13. The price of a vehicle is assumed to be a constant real, $28,996, which is the CAR price for 2025.

The idea of a mid-course correction is not unreasonable, but it should not
undermine the integrity of the program. In fact, we are convinced that once the car
companies see that a gradual 5% increase has many benefits, then a strong argument to
increase the percentage will be made. A reasonable approach would be to start with the
5%-56 mpg scenario and then consider a 1% per year decrease or increase in the rate of
improvement. As the following figure shows, this would establish a range of possible target
for 2025 between 53 and 58.2 mpg.

A Possible, Reasonable Approach to Mid-Course Correction
Around a 56 mpg Standard
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0799 Docket ID No. NHTSA-2010-0131, Technical Assessment Report, Chapter 6.



The mid-course evaluation should be based on actual performance through 2020,
which means it would not be conducted until the data became available, which would likely
be in late 2021 or early 2022. This would preserve the long-term, gradual nature of the
program and keep the target high, while affording the opportunity for an adjustment.

This is a critical decision point for the President. In approaching this standard from
a consumer perspective, we have proven that a gradual increase provides the most
consumer benefits. What is particularly significant about this approach is that we have
been sensitive to the needs and challenges facing the auto industry—and this is good for
them as well. Historically, the car companies have resisted change always saying that the
costs will out way any benefits. Like in the past, their concerns are enormously
exaggerated and like in the past the new standard will open doors, increase sales, and keep
the U.S. automakers from again falling behind their increasingly stronger global
competitors. 56 mpg by 2025 is reasonable, achievable and in the best interests of, both,
the consumer and the industry.

The Consumer Federation of America is a nonprofit association of nearly 300 consumer groups that,
since 1968, has sought to advance the consumer interest through research, advocacy, and education.



