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Lowering the bar:

how the car industry can improve efficiency targets
A study by the Centre for Automotive Industry Research (CAIR) and

the Centre for Business Relationships, Accountability, Sustainability and Society (BRASS)

Commissioned by Greenpeace
Transport is the fastest growing sector for greenhouse gas emissions in the EU. In 2007, transport accounted for 28% of the EU’s overall emissions
 and passenger cars are responsible for over half of these.
 Recognising the problem, European Commission President José Manuel Barroso has singled out the transport sector, alongside the power sector, as a priority area for climate action during his second term in office.

In April 2010, the European Commission proposed a European strategy on clean and energy efficient vehicles.
 The Commission recognised that “Ambitious emission targets will be crucial in driving innovations in the long-term and will take account of their contribution to achieving the overall level of greenhouse gas reduction needed in the transport sector.”

Under EU legislation
 adopted in 2009, the average new passenger car sold in 2015 should comply with a CO2 target of 130 grammes per kilometre (g/km). By 2020, the target is 95g/km. A review of this legislation is scheduled no later than the end of 2012, to agree the modalities of how carmakers should reach the 2020 target.
The first studies
 have been carried out for the European Commission into the feasibility of the 95g/km target as well as others. These studies have focused on technology improvements as a solitary means of achieving the reduction, ignoring other means such as lowering performance and a shift toward smaller cars. Unsurprisingly, a target of 85g/km has been identified as “the maximum attainable target under the assumptions in the study,” (AEA 2009: 23).
Greenpeace has commissioned a separate study to demonstrate the feasibility of reaching an even lower target of 80g/km by 2020. This target would increase the emissions savings from the legislation to 100 million tons (Mt) CO2 by 2020, instead of 80 Mt CO2 saved with a target of 95g/km by 2020, according to earlier research carried out for Greenpeace.

The study is released as EU ministers discuss the regulatory framework, as part of the European strategy on clean and energy efficient vehicles.
Pathways to reach 80gCO2/km by 2020
The study finds that a target of 80g/km can be reached by 2020 via a number of pathways:

(1) A much greater proportion of hybrid cars (75%), some electric cars (5%) and eco-variants such as Ford’s ECOnetic, Peugeot’s Blue Lion or Volkswagen’s Bluemotion models (20%) in the total of new cars sold by 2020 would enable carmakers to reach the target with existing performance envelopes and market segmentation. The costs would be within acceptable limits, but carmakers would find it harder to achieve further emissions cuts in the future as by 2020, or certainly 2030, the limits of what is possible with internal combustion technology may well be reached, or at least the law of diminishing returns will limit gains.
(2) An increase in the proportion of electric vehicles to 25% of all cars sold by 2020 would allow manufacturers to reach the target using a smaller share of hybrid cars (45%), while 10% of cars could remain entirely unimproved. The increased power demand from grid-connected electric vehicles should be covered by additional renewable power supply. This pathway would be costly to achieve but it would also put the EU on a clear potential zero-emissions trajectory, something the other scenarios cannot match. 
(3) A combination of limited top speed, modest weight and unspectacular acceleration would help to achieve a more ambitious target although it is difficult to model this pathway in a meaningful way. Costs for manufacturers would be low but there would be a loss of profitability within the current business model, which is predicated on selling vehicle (over)performance. The actual cost would be in the change from selling gadgets to selling fuel efficiency technologies. A focus on lower power and weight could work as a prerequisite for the penetration of electric vehicles in that over-engineering will not be possible for those. 
(4) A market shift toward smaller cars, including sub-cars such as Microcar’s M.GO, would allow manufacturers to reach the 80g/km target using an even smaller share of hybrid cars (25%), while an even greater share could remain unimproved (15%), assuming, however, that a fairly high proportion of electric vehicles (15%) can be achieved. 
Regulatory action 

The choice between the different pathways can be significantly influenced by the regulator. While for any of the pathways, the target of 80g/km would need to be included in Regulation 443/2009/EC at its upcoming review, the EU can also steer the developments toward the latter three pathways by adopting additional measures:   
· Set a maximum speed limit for cars to ensure that gains in vehicle efficiency are no longer partially cancelled out by increases in performance; 
· Promote zero emission zones and car clubs to boost the penetration of electric cars;

· Review type-approval legislation, in particular Annex II of Directive 2007/46/EC, to take into account upcoming new sub-car segments.
Independently of the pathway chosen, the EU should in any case: 
· Abolish CO2 credits for so-called ‘eco-innovations’ and ultra-low emission vehicles (so-called ’super-credits’) under the legislation to ensure that CO2 reduction targets are effectively met; 
· Accelerate the introduction of improved vehicle test procedures to better reflect real world driving;

· Strengthen Directive 1999/94/EC on car labelling to promote increased public awareness and incentivise more sustainable choices;
· Introduce the use of kWh/km instead of CO2/km as a starting point for regulatory intervention to promote energy efficiency independently of vehicle technology. 
Costs to manufacturers 
A regulatory target of 80g/km by 2020 would represent an increased cost to the industry, independently of the pathway chosen. This should be seen in the context of typical cost changes in the automotive industry. The car industry typically reduces costs per vehicle by around €3000 every 13 years (roughly two model generations). At the same time, they typically add around €4000 of content to vehicles. This leads to a gradual increase in vehicle costs.
Moreover, the automotive industry in Europe is not one based on price competition alone. Consumers are willing to pay a significant premium for optional extra components and features that offer marginal extra performance, assumed aesthetic appeal, or comfort.
For consumers, any efficiency improvements, even if achieved using costly technology, result in a net benefit. For this reason, both hybrid and plug-in hybrid electric vehicles provide the owner with a net benefit over the first five years of ownership compared to conventional cars. 
Lead-in time 

Industry requires predictability and time in order to adapt to changes. This does not mean, however, that it is impossible to respond quickly to new regulatory demands or indeed market demands.
While it is evidently the case that the industry struggles to design and manufacture a completely new vehicle in anything less than 48 months, it is also the case that carbon reduction has been on the agenda at least since the Rio conference in 1992. The lack of strategic foresight by vehicle manufacturer senior management in terms of introducing low-carbon technologies on a more rapid basis, and indeed in terms of the continued market deployment of high-carbon vehicles, cannot be reasonably accepted as an excuse for the inability to act now.

In recent years, there has been a rapid and unprecedented increase in the rate of average fleet CO2 emissions reductions. The fact that the industry has received all manner of government support means that there is an even stronger case for alignment with social and environmental objectives.

Greenpeace believes that a target of 80g/km by 2020 is a prerequisite to achieving the much greater reductions needed to achieve full decarbonisation of the sector by 2050, as part of cutting economy-wide emissions to practically zero in developed countries, including the EU. Only under these conditions will the EU respect its stated objective of limiting average temperature increase to well below two degrees Celsius. 

The European Commission should therefore consider targets lower than 95g/km in its preparatory work for the upcoming review of Regulation 443/2009/EC. It should also bring forward the timetable for the review to ensure predictability for the industry.  
Member state governments should support a CO2 reduction target of 80g CO2/km by 2020 for new cars sold in Europe, as part of the review of Regulation 443/2009/EC. They should also support a strong CO2 emission standard for light commercial vehicles (vans) including a target of 125g CO2/km by 2020.
Press release: www.greenpeace.org/eu-unit/press-centre/press-releases2/lowering-the-bar-for-cars-20-05-10
Report: www.greenpeace.org/eu-unit/press-centre/reports/lowering-the-bar-for-cars-20-05-10
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