FACT SHEET

Electrifying Standards for
New Passenger Cars and Trucks

New standards for fuel economy and global warming emissions
redirect industry, but addressing climate change demands more

HIGHLIGHTS

The Biden administration’s new standards for
fuel economy and global warming emissions
for model year 2023-2026 passenger cars and
trucks help put the industry back on a path
toward addressing climate change, undoing
much of the previous administration’s damage.
The new targets will drive improvements in
the efficiency of gasoline-powered vehicles
while pushing the industry to deploy electric
vehicles. However, gasoline-powered vehicles
would continue to dominate new vehicle sales
under these rules. Economic and climate
modeling shows that all new vehicle sales must
be electric by 2035 to prevent the worst impacts
of global warming. The administration must
move quickly to set a new round of standards
for model years 2027 and beyond, charting

the course to a fully electric passenger vehicle

market.
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Ten years ago, the Obama administration set strong standards for global warming
emissions and fuel economy for new passenger cars and trucks, aiming to double
efficiency by model year (MY) 2025 (EPA and NHTSA 2012). However, when a
new administration took office in 2016, automakers seized the moment to lobby
hard for rolling back those standards. In 2020, they succeeded when the Environ-
mental Protection Agency (EPA) and the National Highway Traffic Safety Admin-
istration (NHTSA) finalized the so-called Safer Affordable Fuel-Efficient (SAFE)
Vehicles Rule, reducing standards for the 2021-2025 model years and setting a
final target for MY 2026 consistent with the pre-rollback target for MY 2023
(EPA and NHTSA 2020). The retreat was not only unlawful; it lacked technical
justification, was riddled with errors, and was net detrimental to public health
and welfare even by the EPA’s own analysis (Cooke 2020).

Moreover, with the SAFE rule, the EPA and NHTSA attempted to strip away
states’ ability to set their own, presumably stricter, emissions standards (EPA and
NHTSA 2019). Indeed, the tenuous justification of the SAFE rule and California’s
long-standing authority to set emissions standards equal to or stronger than fed-
eral requirements led to uncertainty in the industry. As a result, five automakers,!
making up about 30 percent of total US sales, signed voluntary agreements with
California to achieve emissions reductions nationwide that well exceeded the fed-
eral requirements.

Upon entering office, President Biden immediately issued an executive order
to reevaluate the harmful SAFE rule, calling for the EPA and NHTSA to “listen to
the science” and “immediately commence work to confront the climate crisis”
(Exec. Order No. 13990). These new rules do just that, yet the back-and-forth
agency actions show just how critical it is to address climate change through ro-
bust, scientifically driven regulations that provide the certainty needed for invest-
ments. This is why the Biden administration must follow up with even stronger,
longer-term regulations that put the automobile industry on a sustainable, robust
trajectory toward eliminating tailpipe emissions by going to a fully electric pas-
senger vehicle market.

It is critical to address climate
change through robust, scientifically
driven regulations that provide the
certainty needed for investment.



Getting Back in the Right Lane

While stronger than the SAFE rule, the voluntary agreements
with California still offered automakers a number of harmful
“flexibilities.” Specifically, they eroded some required reductions
by awarding credits in ways that were not commensurate with
the real-world benefits of the vehicle technologies:

e “Electric Vehicle (EV) multipliers” treat the sale of an EV?
as more than one vehicle for compliance purposes (up to
2X) (Cooke 2021a).

e Automakers could earn extra credits for selling hybrid pick-
up trucks (Cooke 2021b).

e Manufacturers could earn an increasing number of credits
for so-called “off-cycle” technologies whose “benefits” are
not captured by standard test procedures, despite question-
able evidence that such technologies actually reduce emis-
sions in the real world (Cooke 2021c).

The EPA initially proposed to use the voluntary agreements
as a template for its own emissions regulations, incorporating
these compliance flexibilities in MY 2023 and setting an initial

regulatory target comparable to that required under those agree-
ments. When the resulting proposed rule was weaker than it
could have been, a combination of grassroots and expert advoca-
cy, along with pressure from the White House, made a differ-
ence. The final rule reduces the EV multipliers and caps them
well below the level of the voluntary agreements. Moreover, af-
ter MY 2024, the final rule eliminates both the multipliers and
the credits for hybrid pickup trucks.

Requirements for reductions in fleet average global warm-
ing emissions under the new rules rise from 5 percent per year
up to 10 percent by MY 2026. This is significantly better than the
SAFE rule, but the rate of improvement will need to continue to
accelerate in order to meet climate targets (Figure 1).

Reducing Emissions and Electrifying the
Future

The targets for MY 2026—the strongest ever—set a solid path
forward for the auto industry. They yield tremendous benefits
from reduced pollution, reduced fuel use, and reduced global
warming emissions (Box 1). Perhaps most important, the new

FIGURE 1. Comparison of Federal Emissions Standards for Passenger Cars and Trucks
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The Biden administration’s emissions targets for passenger cars and trucks (yellow line) are the most ambitious to date. They put the industry back
on course after the weak rules finalized by the previous administration (red line). While about 30 percent of the market committed to a stronger,
voluntary program (dotted blue line), the new standards go even further and better align with where the industry needs to go to mitigate climate

change (green range).

NOTE: ALL CURVES REPRESENT THE SAME PROJECTED LEVEL OF CAR AND TRUCK SALES. SHADING REFLECTS UNCERTAINTY REGARDING FUTURE EPA TEST PROCE-

DURES WHILE TARGETING 100 PERCENT EV SALES BY MY 2035.
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BOX 1.

New Emissions Standards
Show Tremendous Benefits

Covering the 2023 to 2026 model years, the new passenger
vehicle emissions standards will provide significant benefits
to the US public. According to UCS modeling, the lifetime
benefits will be significant even based on just vehicles from
those four years:
e The rules will reduce global warming emissions by

440 million metric tons, a 12 percent improvement

from the status quo.

e The average buyer of a new vehicle will save about
$2,800 in fuel.

. $21 billion in net monetized benefits will strengthen the
economy, reduce the health and environmental harm
from transportation pollution, and increase national
security by reducing our fossil fuel consumption.

standards put the industry back on track toward a more sustain-
able future: UCS modeling projects 14 percent EV deployment
by the end of the rule in MY 2026 (Figure 2). Setting even stron-
ger standards for MY 2027 and beyond would further accelerate
EV deployment.

Going Further

New vehicles are more efficient than ever before, and the recent-
ly finalized standards will continue to push the industry. That
said, several continuing loopholes threaten the efficacy of the
new rules. As the Biden administration seeks to deal with the
climate crisis, future standards must be even more robust to
maximize all available emissions reductions.

The SUV Loophole

Since the nation first set standards for global warming emis-
sions, new vehicle sales have shifted from 55 percent cars to just
30 percent cars, a difference primarily related to booming
sport-utility vehicle (SUV) sales. Even though we use SUVs just
like typical automobiles, regulations treat almost all of them as

FIGURE 2. Electric Vehicles’ Share of New Vehicle Sales
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New standards (yellow line) will help accelerate the adoption of EVs into the mainstream compared with the prior rules (red line), even after
factoring in voluntary manufacturer commitments (blue line). Under President Biden’s Executive Order 13990, half of all new vehicles sold should
be electric by MY 2030, and many manufacturers have promised such growth. The recently finalized standards align with such goals, but even
stronger standards are needed to hold manufacturers to their promises and match what is needed to deal with climate change.

NOTE: THE RANGE OF OUTCOMES FOR THE POST-MY 2026 REGULATION REFLECTS FLEXIBILITIES IN RULEMAKING AND FUTURE UNCERTAINTY ABOUT TECHNOLOGY

PRICES AND OUTCOMES.
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light trucks.? In other words, the regulations apply much less
stringent standards to SUVs than to cars.

Over the past decade, the nation has lost roughly half the
gains in efficiency as a result of increased sales of larger vehicles
and significant increases in power and performance. Future
regulations must be more robust in light of such changes in
the marketplace, starting with treating cars and SUVs equally
(Cooke 2016).

On The Road vs. In The Lab

Because the standard lab tests for measuring vehicle efficiency
date back to 1975, they do not necessarily reflect the on-road,
real-world performance of today’s vehicles. Also, these tests do
not fully capture a number of modern technologies that reduce
fuel use, such as “stop-start” systems that shut off the engine
when a vehicle is stopped.

To compensate, the EPA developed ways to credit the per-
formance of so-called “off-cycle” technologies. Unfortunately,
the evidence shows little to no benefit from some of those tech-
nologies, yet manufacturers continue to receive large amounts of
credit for deploying them. UCS estimates that more than 30 per-
cent of off-cycle credits were unjustifiably rewarded, and that
share grows each year (Cooke 2021d).

Despite these concerns, the latest standards actually made
off-cycle credits more available. While the EPA and NHTSA also
made some of the crediting processes more robust to avoid erro-
neous crediting, much more must be done to ensure that regula-
tions only credit manufacturers for improvements that result in
real-world emissions reductions. This could include eliminating
the off-cycle program entirely or regulating vehicles based on
the same tests that govern the fuel economy label for consumers.

Transforming the Future

Electrification of new vehicles is critical not only to reducing
global warming emissions but also to addressing smog-forming
and particulate pollution (Nopmongcol et al. 2017). People in
low-income communities and communities of color are more
likely to live near highways and be disproportionately affected
by transportation pollution (Lane et al. 2022). As a result, reduc-
ing the health impacts of passenger vehicles will help improve
the equity of our primary mode of transportation, even as we
shift the system to more accessible, sustainable, and just modes.
The next round of national standards for fuel economy and
global warming emissions must build on the success of the cur-
rent federal program and the strong standards now finalized
through 2026. The administration has set a good target—that
50 percent of new vehicle sales be electric by 2030. Beyond that,
UCS analysis shows that full electrification by 2035 is necessary
to limit climate change and health impacts (Baek et al. 2021).
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By considering the latest scientific and technical data, the
administration can set robust, long-term standards that will
achieve those objectives. It’s time to set industry on a path that
is more sustainable and that holds automakers accountable to
the promises in their press releases.

Dave Cooke is a senior vehicles analyst in the UCS Clean
Transportation Program.
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Endnotes

1.  The five automakers are American Honda Motor Company, BMW
of North America, Ford Motor Company, the Volkswagen Group of
America, and Volvo Cars USA.

2. Electric vehicle here refers to a vehicle powered (at least in part)
by electricity drawn from the grid (plug-in hybrids and battery
EVs) or by hydrogen (fuel cell EVs). Gasoline-powered hybrids are
not EVs.

3. According to the latest EPA data, just one-quarter of utility vehicles
in the 2020 model year are regulated as passenger cars (EPA 2021).
Yet 91 percent of all utility vehicles have shifted to unibody con-
struction like passenger cars as opposed to the body-on-frame
SUVs traditionally built like light trucks (UCS analysis of Wards
Intelligence 2021).
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