CAFÉ Standards
Definition: Corporate Average Fuel Economy (CAFE) is the sales weighted average fuel economy, expressed in miles per gallon (mpg), of a manufacturer’s fleet of passenger cars or light trucks with a gross vehicle weight rating (GVWR) of 8,500 lbs. or less, manufactured for sale in the United States, for any given model year. Fuel economy is defined as the average mileage traveled by an automobile per gallon of gasoline (or equivalent amount of other fuel) consumed as measured in accordance with the testing and evaluation protocol set forth by the Environmental Protection Agency (EPA).
Issue Overview: 
The “Energy Policy Conservation Act,” enacted into law by Congress in 1975, added Title V, “Improving Automotive Efficiency,” to the Motor Vehicle Information and Cost Savings Act and established CAFE standards for passenger cars and light trucks. The Act was passed in response to the 1973-74 Arab oil embargo. The near-term goal was to double new car fuel economy by model year 1985 to 27.5 mpg for cars and 22.2mpg for SUVs and small trucks.   The Secretary of Transportation has delegated authority to establish CAFE standards to the Administrator of the National Highway Traffic Safety Administration (NHTSA). 

The EPA is responsible for calculating the average fuel economy for each manufacturer. CAFE certification is done either one of two ways: 1) The manufacturer provides its own fuel economy test data, or 2) the EPA will obtain a vehicle and test it in its Office of Transportation & Air Quality facility in Ann Arbor, MI. EPA will do actual tests on typically about 30% of the existing vehicle lines, using the same laboratory test that they use to measure exhaust emissions. The entire certification test procedure, including the vehicle test preparation, the actual running of the test on the dynamometer, the recording of the data, etc., is specified in Title 40 of the Code of Federal Regulations.

The penalty for failing to meet CAFE standards recently increased from $5.00 to $5.50 per tenth of a mile per gallon for each tenth under the target value times the total volume of those vehicles manufactured for a given model year. 
Since 1983, manufacturers have paid more than $500 million in civil penalties. Most European manufacturers regularly pay CAFE civil penalties ranging from less than $1 million to more than $20 million annually. Asian and domestic manufacturers have never paid a civil penalty.
With all the talk about global warming there has been a push to increase CAFÉ standards.  A new bill in the house requires automakers to hit an average of 35 miles per gallon for their cars and 32 mpg for their trucks by 2022.  The Senate bill (H.R. 6) is tougher. It calls for an average of 35 miles per gallon by 2020 for all vehicles in a fleet.  
Reasons for Increased CAFÉ standards:

1. It’s great for the environment.  Increased fuel efficiency means less emissions.  This will help in the fight against global warming, which has all kinds of impacts you can expand on. 
2. Reduces the US’s dependence on foreign oil.  Then we won’t have to invade countries in the Middle East in order to maintain our stronghold on our source of oil.  Our economy will be much more stable and won’t be subjected to the daily goings on in the Middle East.  It won’t matter as much if gas prices go up because of a terrorist attack because ours cars will run on ethanol.  America's 20 million-barrel-a-day oil habit costs our economy $1.4 billion a day, and nearly $500 billion in 2006 alone. Every single hour we spend $41 million on foreign oil.
3. US image.  Plain and simple, the US is falling behind.  Asia already has higher fuel standards and Europe is soon to enforce a 49 mpg fuel efficiency by 2010.  The US talks a lot about fighting global warming, but compared to a lot of other countries, we’re really not doing that much.  
4. The bills have lots of other standards that will be excellent for the environment, such as the banning of incandescent light bulbs in favor of high efficiency light bulbs by 2013.  

Reasons against Increased CAFÉ standards:

1. The economy.  It would hit Indiana whose economy is largely based in the automobile industry hard.
2. Safety.  The incentive would be for automakers to produce smaller and lighter cars, which also mean cars that are less safe.  Increased CAFÉ standards will lead carmakers to spend their time and money complying with government rules instead of making better automobiles.  Pretty soon the highway will be filled with Mini Coopers trying to maneuver there way around 16 wheel semi trucks.
3. One of the ways Washington tries to make up for the safety issue and claim greater fuel efficiency is by lowering highway speeds.  This will disrupt the traffic flow and increase the amount of traffic.  The vehicles not subject to these standards, namely semi-trucks will be on the highway longer, using more gas, etc.  And worst of all, it’ll just take everyone longer to get everywhere.  People will have to get up early for work, etc.  Who wants to drive slower, I mean really?
4. Is this bill realistic?  In addition to increased CAFÉ standards the bill also calls for a greater than fourfold increase in production of "renewable" fuels from the current 7.5 billion gallons to 36 billion gallons by the year 2022. Moreover, Congress in its wisdom further decided that only 15 billion gallons of that fuel may come from corn. The other 21 billion gallons must come from advanced biofuels for which there is not yet a commercial market.
5. Federalism anyone?  It is far easier for some states to produce alternative forms of renewable energy than others.  Out here in the mountainous west we can utilize our streams to make hydro electric energy while other states in the east, with the most traffic, really have nothing to work with.  
CP: Implement a Cap-and-trade system

In contrast to other approaches like a carbon tax, cap-and-trade programs provide maximum assurances that emissions will decline to desired levels by the targeted dates. A cap-and-trade program draws on the power of the marketplace to reduce emissions in a cost-effective and flexible manner. Under the program, an overall cap on carbon emissions is established. The emissions allowed under the cap are divided up into individual allowances that represent the permission to emit that amount. Because the emissions cap restricts the amount of pollution allowed, allowances that give a company the ability to pollute take on financial value. Companies are free to buy and sell allowances in order to continue operating in the most profitable manner available to them. Those that are able to reduce pollution at a low cost can sell their extra allowances to companies facing high costs. Each year the number of allowances will decline to match the required annual reduction targets. 
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